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Forecast 2OO4
Janusry 28 and 29

Washington Evening Reception
WednBsdsy, January 28

Conference
Thursday. January 29

For nrore infornralion, scr p.7

Washington
November
Meeting on lntellectual Property Rights Featrrred Assistant
US'liade Ilepresentalive (USTIt) Iaores Menclenhall

Issues Luncheon Featured Ambassad<lr ,osette Shiner, Deputy
US'I'R

December
Reception and Dinner in Honor of PRC Premier Wen liabao

USCBC Board of Directors
Celebrates 3oth Anniversary in China

'fhc US-China llusiness Council iUSCBC) lloard of
Directors visited Beijing and Shanghai in late October 2003 to
celebrate USCBC's 30th anniversary.l'he board met with PRC
Premicr Wen Jiabao, National Devclopment and Rcform
Conrnrission Chair Ma Kai, and National Peoplc's (Jongress

Vice (ihair Cheng Siwci.
Thc tlcijing trip culminated in a gala dinner, with USCBC

Chair and Chairnran and CE(J of Motorola Inc. Ohristopher
Galvin and USCIJ(l President Robcrt A. Kapp, akrng with
China (iruncil for the Promotion of lnternational 'liade Chair
Wan ,ifei, hosting US Secretary of Oommerce [)onald Evans
and PRC Executive Vice Minister of Commerce Yu (iuangzhor.r.

Nearly 100 USCB(l mcnrber companies and (lhinese officials
attended the event.

Galvin, Kapp, and Wan held a press conferencc on the nlorn-
in8 of ( )ctober 29. llroadtasl meJiir cr'verage war rxlcnsivcl
US(lBC meetings with the premier, the gala dinner, and the
press conference were shown on all natioflal and local TV news,
while highlights were noted on national and local radio news.

l'he board then proceeded to Shanghai, wherc the directors
enjoyed a roundtable luncheon with (lhinese business leadcrs,
met with Shanghai Mayor Han Zhcng, and attcnded a brieling
with leadcrs from the Shanghai World Trade Organization

USCBC Chak Christopher Galvin and PRC Premier Wen Jiabao discuss
areas ol mutual interest and concern.

Affairs (irnsultation Center. The board trip wrapped up with a

reception attended by USCBC member companics and US and
Shanghai government ofiicials.

USCBC China Operations
Conference in Shanghai

Thc USCBC's China Operations (irnference (CHOPs) took
place on October 31.'lhis was the first time CHOPs took placc
in Shanghai. Arthur Kroeber, managing editor, (llil,.r
Econonic Quorterly,spoke on China's business climate; Ding
Xinghao, president, Shanghai Institule of American Studies,
gave an account of US-China relations through (ihincse eyes;

and Pcter Humphrey, (ihina risk management expert, talked
about unwinding bad joint ventures.

Thc first panel, fcaturing Robert A. Kapp, USCtIC presi-
dentl Andrew W. Sh<)yer, partner, Sidley Austin Bft)wn &
Wood I-LP; and James M. Zimmerman, partner, Squire,
Sanders & [)empsey t,l-[', discussed progress and prospects for
China's WTO and CEPA trade agreenents. In thc afternoon,
Douglas Clark, partner, l,ovells; Ben (ioodger, country manag-
er China, Rouse & (lo. Shanghai; and Peter Commeyne, direc-
tor, BranJ Protection Crorrp, Hill & Assoriates gave
presentations on the practical aspects oI intellectual property
protection. Finally, William Gu, HR director, IT'l'Industries,
talked about the issues surrounding lhe absorption of workers
during an acquisition, and Patrick Powcrs, USCB(ldirector of
China Opcrations, presentcd Watson Wyatt's survcy of com
pensation and beneFt trends.
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l.rSCBC Eoard of Directors delegation to China a0d PRC Premier Wen Jiabao at Zhongnanhai in Beijing

{left to right) USCBC Presrdent

Foben A. Kapp and

USCBC Chair Christopher Galvin

meet wirh Sha ngha i

Mayor Han Zheng.

-

USCBC Treasurer Ed Hotard isecond from lett) and Carqill lnvestments

Greater China President Nor Coquillard {far rightlreview Board activities

with Shanghai-based USCBC members.
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Members at the USCBC's 30th anniversary reception in Shanghai.



CHIIUABUS/VESS
(, REVIEW

EDIToF Crtharino Gelb

ASSOCIaTE EoITOR Virginia A. Hulm€

ASSIgTANT EDITOF Paula M. Miller

BUSINESS MANAGER Naziha Hassan

aBT oraEcTroN & PRooUqTloN Jon Howard/JHDesign

JUNIOR EDITOF lsaac Chsng

aoMINISTRATIVE a8SISTANT Marcia Morrow

RESEARCH ASSISTANT Doris Grage

It3ltt N Sl., N\!', Su,re lu)
WrshinEton. D(: 200lCi-:470

Tel::02-429-0.140 Fax:20l-833-9027

E- ail: publications@uschina.orS

www..hinabusine'srcvicw.om

All cofinrlrcirl inquiries and renewrl4)ur.hate ord.n
should be scnt to the hcadquartcrs addr€ss abovc.

NORTH AMERICA

UHFIY & ASSOCIATES

I I I7 F.. Putnam Avenue, PMB 106, Rivcrside, CT 06871t

Tel:20-l-617-5478 Iax:203'698-1725 E'mail:uhrv@sbcslobal.net

I:ir:l0l-8-18'9660 [- riL.winpub(l'rol.eonr

PUBLICITAS CHINA

Suirc {(J5, (lhtrrrSl.r lhildinf,, ll$$tih.i lld.,Shilnrhli.l00(X}-} (,lrinx

Amy Zhang
Tel:86'21'6-127 5618 faxr86-21-6]59-3868
E-mail: azhang@publicitas.com.cn

'lhis issue of tht' (-'lririr llrrsirrci-s Rr'vit'rl ushcrs in th. nrignzinc'l
JOllr .rnni\ersrr\'1.car r''itlr arliclcr on topi!\ that rvoultl havt'bccl
unirrrrginablc to lhc cclilrrrs.rncl corrtrihutors rvorking on thc ptrbli.
cirtiorr in 197.1-frt)nr our.()vcr story. on (lhinir's third year us i
nrcrrrltr of thr \\i,rld'liadc ()rganization, to llrc risc ol N,lBA pro.
grnnls lo triri i nlN gen(riti()n of (-hines(' milnrgarJ-not iust ir
\\tstcrn bLrt in t )hincsc btrsincss yrrnaii(cs irs \\'cll-

lo nranl rvays (ihina rpptars to havc lcli its plst bchinLl. Ihr
gLrbrl rrredir olli'r cxanrplcs alnrost daily of the ftrrrvarcl nronlcntur'
that is proptlling (lhincsc nradc gl)ods into honrcs around tht
rrorld, lirr [rcllcr,rr. sonrc r.rruld lrgur, for r,rorst'. ()n the ()thcr

hand. the (lhincsc markcl is lrr fronr lirllv opcn to tirrcign com.
nrcrcc-ii it r,r'ere. I cloubt thc (-llii worrld still bt, around. Indr'ed
clch lrticlc in this nagazinc discusscs nunreRrus birrirrs k) !()m.
nrcr.r thal (.llR rcndcrs in 197.1 rcould lintl llnriliar, such as inaclc
qtlnlc lrarrsP(rrlnli()n inliaslrurturc, Sovcrnrrrcnt c()ntr()l o\,cr kcj
intlustries likc itutos, dnd lo()r transPdrcna).

()nc of the (illlls goals ovcr th. vcdr\ has becn to conlrihulc t(
nrtrking thi: (lhini mJrket xs tr.rnsparerll ns fr)\siblc. N(,r! thal m()s

nrairrr nrultinllirrn.rl m.nuli.lurers, rctailcrs, anti \cr!i.t providcn
rrc hr.l ill invcstcd in (lhin.r. .rrrd now thlt snrrllcr crrnrp;nics art
sl.lrlirlg to he.rd thcrc in largc nurntrcrs, i1 rvould scror a good timt
t() trY to e\p.rrd lhc nlagilinc's rcach to nr.rkc lhc nrarket nror(
lrnnsltilrcnl tirr thc rclatir.e nNvaon)crs tr) lhc nirrkct. Iirr this rca

son rvc rrr exeitr-tl thrt thc (./lR rvill hc lvaihble on Lrniled Airlincr
llights and in Northwcst Airlines cxccutivc loungcs hcginning witl
this issr.rc.'l'his stcp follorvs thc clistribrrtion of magazincs bv Cathal
l)rcilic.rncl l\lal.rvrirn airlilcs ilstitutcd lnsl I'ear.

ln addition k) thc in-dcl.th anrlvsis our kryal rcrtlcrs hate contr
to crpt'cl, wr.rrl lrroaciening our covcrilllc [urthcr this 1cirr, lr'itI
uor colurtrns on dcvck4rnrcnts in Shanglr.ri ;rnr.l tlciiing; on (lhin.t'r

nlr)st (lrnanria scat()rs, ruch .rs nrcdia and tL'lcconr nr u r iral ions; itn(
on lhc ins dod ()uls of living in ( ihina.

I l.rppy \t'.rr ()t thc \krnko'l

'l.l:20.1-tll8-7985
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The St. Regis, Washington, DG

Wednesday. January 28
Washington Beception
6:00-8:30 pm

Thursday, January 29
Conference Company Strategy Sessions
8:30 am-4:00 pm 4:00-5:30 pm

China and the Global Economic Climate
Willianr llclchcrc, Il'Nlorgan (lhnsc & (1o., llong Kong
l)ictcr Bottclicr,'l hc l)ilul ll. Nitrc Scllool ol Ativlrrcccl lnlcrnational Stuclies, llrc Johns l{opkios Llnivcrsity

Chinese Trade Associations and lnterest Groups:
Do They Matter to US Businesses and Can US Cornpanies \Nork vvith Them?

Sc{)tt Kerncd), Llnivcrsity of lrrdiana
jllattherv Nlc( irnkcy, (iruderl llrrrthr'rs
l)aryl Hatano,Scmiconductor lnrltrslrv Association (invitccl)

Key lssues in China's Foreign Relations in 2OO4
and lrnplications for US-China Engagement

)onirthun Pollack. Navtll \\hr Collcgc
[:van Nlaclciros, It,\Nl) (irrp.

Luncheon Keynote:
"China, Commercial Priorities, Political Pressures & the Presidential Election"

'lhc Honorahlc lamcs Sasscr
(llyde Prr'stowitr, !.(onomic Stralcgv lnstitutc

China in the Global Supply Chain
l)atrick l'ou,cls, lhc t-]5 China llusincss (iruncil
StcvL' l\4on.lghnn, L, l)S

llicharcl llowrnan,Sun lvlicrosyslcnrs (irrvitcd)

lndividual Company Strategy Sessions
llv nfp()intrn.nl

For more conference details, fees, lodging, and registration inlormation seer www.uschina.org
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A Gritical Eye on Shanghai

Shanghri seenrs to br intent on rccllirning ils litlc as

thc l'clrl of thr Oricnt, but is it all it's crackcci rrp to l.le?
'lhc short answcr is "ycs," bLrt thc pearl is slrorving sonre

scull nrarks. Thc massivc influx of invcslmcrrt ancl rapid-
lv inrproving standard ol liling has drivcrr up lirlT r costs

in Shanghri, almost high cnough kr pricc Sh.rnghai out
ol thc nrarket. A surgc in thc number ol-c:rrs on the
strccls nrcxns thal Irrllic during rush hour is incre.rsingly
vcxing to fbreign [rlrsincsspcoplc ancl locrls.rlikc. Finally,
l high-lrofilc propcrt)'sclndal has lcd to incrcasecl

rcrutinv of Shrnghai's rcal .sl.rt. se(k)r, irnd sk,v-high
rcnts li)r (;radc A sPact ha\,e peoPle talking al:out a real

cstatc bubble. '[ hc lirturc liability' of Shrogh.ri's trrm!'n-
dorrs grorvth willdcpcnd on thc nrunicipnl govcrnnlent's
atrility to lrlclre'ss thcsc lncl a host of othrr prol,lt-nrs.

Payday pain for foreign ernployers
Problcm: Labor (osts are high and growing

Sh.rnghai's rising.rlilucncc is lc'.rLling thc nritltll.' class

to cxpcct cvcr-highcr *.tgcs.'lhe inllux ol linancill scr
viec cornpanics ancl ir)tiaipntion ol lirrlhcr rn:rrkct rrpcn-
ing is rlriving wagcs ul, irrtd lcading to lic,.;ttcnt poaching
ol- toP linrrlcial tal,:nt unrong, rnultinalitrnrl eonrpanics.
l\1o\t urivcrsitv grxdultcs prcfi'r such r.'hit,.'-coll.tr jobs to
lcss-prcstigious tcchrtic.rl 1.r,sitions. Shangh.ri thus still

Table 1 :

Shanghai Statistica, Third Ouarter 2OO3

! udging lionr thc in llrr x rrl husiness travclcrs, the sharp incrc'asc in tbreign tradc, and the continuccl cxpbsive
! sr(,wth in ftrr cign dircct ilvc:,rmcnt (Fl)l), Shanghai is thc flir.r' to be. A look ilt the statistics through thc third

I qu.rrter .t Jutt i ,,h,,w., thrt \h.rnghrri. with rnly i perc.nr ,,i t .hinl'.' pol,ulut i,,n, llirv' r cent ral r.l.i in thc n.rtion
al ccononry: Thc city ilcc()untcd fbr nrorc than ll Pcrcent of Ohind's exports, nn)rc lhan l5 t)crcent of(lhiDa's inrports,
and nrorc thal I t pcrccnt ol conlractcd Fl)l lhrough thc'lhircl qu.rrtcr of 200-3 (-rd. Lblc l ). Furtht'r, Shlnghiri outpaces
thc rcsl of the country's grortth b,v a hcaltlry rnrrgin-morc thrn -] pcrccnt in thc thircl qulrter of 100.1. And Shanghai'r;

t'xPorts drrring this pcrioci gror morc tharl l0 fcrccnt t'istcr thiln thc nilti()nal nverirgc.

GDP

Expons

krp"*

Chin.

$S54 billi*

Contracted F0l

urilized t0l

$79.2 billion

s40, bil[*

Shanghai

+8.5Yo $53I billion +11.8Y.

S307.7 brllron +32.3% S]5.3 billion +52.4%

suticrs liom a shortlgc ol up k) 15,00{) skillcd techni
cians, wlriclr pushcs up thc cosl of qualificLi cnrployces.

Acc()rding to l rcccnl Wntson Wy.ltt survcy, total cash

paid k) Pltc emplovecs of lirrcign companics in Shanghai
is sccond onlv to llciiing (sr'e p. l8 )- ConrParcd to scc-

ondlrl cities in thc rcgion, Shanghai's labor lncl pension
costs arc nruch highcr, and some of thcsc citics .rdvcrtisc
lirctory wlges thlt rre -10 perccnt less than those in
Shanghai. A Shanghai [,abor lnd Social Security Bureau
srrrvcv oI krtal compcnsition conaludcd thirt the irverage

ironurl salary for a krcal worker in 2001 wrs Y44.51l
(S5,-16l). Foreign conrpanics fraid n1()rc thJo that, pony-
ing up, on averagc, Y56,9-ll (S6.1t86) lirr c'ach o[ their
cnrployccs (-.cc Tablc l).
Shanghai's solutionr Plan 173

'lir corrrtrat this problcnr, the Shanghli Bovcrrllnent
h.rs ioslituled I)lan l7-l along with exPc'rinrcntal prefer
ential policics to pronr{)tc invcstment in Shanghai's sub-
urbln lreas. Plan I7-1, which has received littlc or no
linilrc sincc it u'as dralicd in April 200-1 bccausc it
rcportcdly runs aontrnry to acntrnl govcrnnrl:nt guide-
lincs ancl has tlrarvn Iirc fi<:nr conrpetikrrs, promotes
invcstnrent in thc 173 knrr occupied by li.tding, Qingpu,
.rnrl Songjirng districts.

Irr crrcnce, I'larr l7.r rclirruscr g()vcnlrncrl cfli,rt.
clctailccj in a plan relels('d in ()ctobcr l(X):. lD its
Shanghai ir'lodcl I)istricts lnlestment lnrpr(N'cm.nt
lixlcrirncntal Mcirsurcs, thc Shaoghai govcrnmtnt
olflrcd specirl invcstnrcnt inccntives inclucling retlucinEl
cnrploycrs'pcnsion hurdcn tiorn 4J.5 pcrccnl of wagcs k)
l4 pcr.cnt. ln addition, w.rgcs in thc suburl)s i!rc lower
thin in the city propcr or in some of the lcacling dcvel
(,1\ rcrl /(,nc\ liL. \\Jrt.l(,qrrr' ()r ,ilqi.lr,.

Snarling about traffic
Problem: Traffic is bad and getting worse

According to prcss r.ports, Shnnghni h.rs I.l nrillion
carr on its roads lod.rv, irnrl sith nr()ra lhiln .1,(XX) ncw
liccnsc pl:ttts lirr prir'.rlc c.rls irsut'd elcrl rn()nth (lhc
nrllr)bcrs in Octotrcr rnrl Novcnrber llx)l toppcd {,i00),

+36.0% S8.93 billion +30.4%

+11.9% $4.52 billion +38.2%

Sourcer The US-China Eusiness Council
NA=Not rvadable
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Will the city's extraordinary growth continue?

$298.6 brllion +40.5% $45.7 billion NA
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Shanghai's ro.d infi.structurc is strug-
gling to kecp up with thc llow. According
to a widclv rcp(,rlcd \pcc(h by Shanghai
Mayor Han Zhcng, in Septcmber i00J.
ovcr thc last l0 ycars thc growth in ncw
vehicles on thc road has outstripped new
road construction by a largc margin.
liaflic on Shanghai's clevated express
w.ryr lnd nlrr,rw tity:,trect\ is increasinB-
ly congested, anrl movement on the few
tunnels and bridgcs connecting Puxi ancl

Pudong is ofien stop-and-go at best.
Anecdotal evidt'ncc shows that the tralfic
problenls irrc stirting to hurt the produc
tivity of sonrr' senior maDagers, who are

un;rble to schc'dulc ar mirn,y nleetings in a

day as thcy have in thc past because it
sinply tirkcs l(x) long to get tiom one
part of thc'city to another.
Shanghai's solution: Mass transit and
infrastructure development

Thc h.rd rtr.'ws.rppcurr t(, lre sinking in,
and the govcrnmt'nt is rcndy to spend a

lot of moncy kr rcmedy thc problenr. 'l he
Shanghai government is pushing tbrward
with a rrr:rssive irrfrastructure cnmpaigr'r to
construct ncw hiShways, build tunnels
and bridgcs across the Huangpu Rivcr,
and cxpand thc mass transil network. for
c'xanplc, thc Sovcrnnlcnt plans to morc
than doublc'thc city\ highway network to
5.1-l km tlnd build scvcn rrcrv bridges und
tunnels across tht'rivcr, increasing to 84

the total lirnts of cross-rivcr tralhc. On
the mass trirnsit siclc, Shanghai plans k)
build ninc'nr.w subway and light rail lines
by 2012, alntost clLrintupling the total
lerrgth of subway track.

(irnstruction ol thc projects to dirtc
hasn't been cntircl)' snxxrth. l he Numbcr
.l subrqay line, which will forrn a loop

with lhr I'carl l.ine (Line -l), sutlered a

tunncl .ollirpsc Dcir thc Nnnpu Bridgc
rvhcn u,orkcrs hit sandy soil, c:rusing mls-
sivc dclays, road closurcs, and proprrtv
damage.-lhcre lvcre no oflicial reports of
cnsu.rltir'r, but nuthoritics charged thret'
oflicials lionr llcijing China Coal Minc
linginecring (ir., Shanghai Metro
(lonsr.rhant'lechnology Co., and Shanghai
'l!nncl Ilnginc'cring [or thcir rolcs in thc
acciclcnt.

will the bubble pop?
Problem: Real estate shows signs ofa
bubble

F.vcn ns thc cill,ccnter is being ovcr
built rvith skyscrapcrs, rccord sales of
top-ticr propcrtics in Shanghai arc mak-
ing pcoplc tluestion how nruch longcr
prrices will risc. Ovcr thc last few ycars,
property prices for irll classes of real estirtr:

havc riscn stcaclily, thanks largely to
donrcslic invcslors liom inside and out-
sidc of Slunghli, as wcll as investors lionr
'liriwan ancl llong Kong. ( Interestingl,v,
nrlrry donrtstic invcstors havc becn
lrringintl nrorro' back from overseas
r..cntly k) nritigatc the' risk of currtncv
changcs. ) Accorciing to governmenl
\tiltistics, ilvcragc nr'w housing costs havc

riscn morc than -i0 pcrcent througlr
Novcnrbcr 200J ovrr l00l to alnrost
Y6,000 ($722) pcr nrl. \'et new apirtmcnt
priccs (cxeluding renovated olcl houses)
in thc tirurth quarter of 2003 appcarcd to
hc nr,xlcr.rtin$ rrrrrcwh.rt. lf this drol' i'
thc lirst sigrr of ir popping bubblc, it
could bc lud ncws li)r the governnrcnt
:,ir)(c.r lol ol-inv.stnlrnt is fueled b,y

holres lirr short tcnrr gains, and, as soon

as a tkrwnward trcnd appears in thc ntar-
kct, invcskrrs sccking spcedy rcturns mn,l
look r'lsewhere.
Shanghai's solution: Curbing city-center
development,..and enthusiasm

Shanghai rcccntly announccd a Plan to
r(\tri(t thc Erowlh of new skysir.rpcrs r

(l()wrt(,wn, .lnJ ir.rppircnlly Lonsid( rinB
rcvoking thc permits of 2,700 approvcd
huilclings. 1'hough the policy clainrs to
.rJJress .'nvir,,nnrcntll conccros lrrd cily
living st.rnchrcls, the rJesirc t(' k('cp fri(r'\
high by linriting the stock o[ prin]c
tfuwntowrr real estate is certainly firctor-
ing into thc dccision.

'l ht'ccntral government is using such
nc'w rules and policies, as well ns hints of
nct! rulcs, t(, dcter the most spcculativ('
invcstors without triggering a tull-blorvn
corrcction.'lhese efforts havc includcd an
incrcasc in down payments ancl mortgagc
rilrs for luxury home purchascs, and

Possiblc changes to rules on propcrty
nrarkcl trading and an increasc in propcr-
ty s lcs lirx.

Keeping up
\ /ith the Jiangsus

illc:rnllhilc, Ihe d),nanric provin.cs
surrotrnding Shanghai are becoming
lirrrrrithblc competitors ftrr [brcign
invcstnrcnt and potential partners in
rcgirrnll tleveloprucnt. Shanghai has srr

lar bccn lble to lct as the held of thc
Y.rngzi l)eltl regiorr dragr'11, lrul 1,1 111.11n-

tain this r()lc thc city will havc to fincl
t!ilys to lcvcraBt liangsu's F[)l borranza
and Zhejiang's private enterprisc explo-
rio|| irrtrr,'l'lrrrttrnitics frrr Sharrghai's
o$'n 8ro\{lh,

Table 2:
Labor Costs in and Around Shanghai

There are signs that all thrcc'
local governments see it in
thcir best interest to .oopcratc.
l-or exanrple, Chinese
Oomnrunist Party secretlrics
fronr all thrcc localitics agreed
in principle this sumnrer to
allow frcer movc'ment of skillcd
pcrsonnel between Shanghai
and the two provinccs. (ircater

intcgration of thc Shanghai,

liangsu, and Zhejiang
econontit's will allorv Shanghai
to tircus on devekrping its dcs-
ignnted pillar industries (nutos,

Avera0e Wage
TechIicians
{nMB/monlh)

Average Wage
Managemenl
(RMB/month)

Paosion
Contribuiaol[ocalion

ShanghaiJinqiao Expon-ProcessingZone 700'1,000 r,000-2,000 2,000-5,000 44%

ShanqhaiWaiqaoqiaoFree-TradeZone 700-1,000 r.000 2.000 2.000-5.000 44',N,

600-800 24%

22%

40%-41

r,000,r,200 2,000-5,000

Srngapore Suzhou lnduslrial Park, Jiangsu 600-800 1000-1,800 1.800 3,500

%Suzhou New Districl, Jiangsu r 000-1.800 vanable

Wuxi, Jiangsu 500 800 800-1, r00 t,500-3,000 370,;

Nanjing, Jiangsu

Chang2hou, Jiangsu

460 600 900-r.500 r,500.3.000 .tl

1,000.1,800 r,600,3,200 40
inlirrmation technologv, irnd
stccl)and its scrvicc industr,-

%

1.000 2.000 r.800 3.500 while shifting labor-intt'nsive
r.500 3,200 42o/a investment proiects outside lhe

city. Shanghai's success

- biotechnology,chenricals,

600-800

Haogzhou, Zhejiang

Ninqbo, Zhojiang

700-900

clepends on it

500-i00 900 1,200

fHE CHINA SUSrlllESS BEVIEW January-February 2OO4

Average W.ge

{8M8/monrh}

Shanghai 0iogpu lndustrial Zone

600,800

Source: The lJS.Chrna Business Council
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hina began its third year as a World Trade

Organization (WTO) member on December 1 1 , 2OO3.

That day, the clock started ticking on China's year-three com-
mitments under its Schedule of Specific Commitments on

Services-and all year-two commitments \Nere to have been in
place. On January 1 , 2OO4, WTO-mandated tariff reductions for
goods took effect.

But two years into china's wTo membership. the PRC gov-

ernment has been slow to implement its most significant com-
mitments, and no progress has been made in some important
areas. China has fallen into a pattern of renegotiating its WTO

entry terms line by line as questions arise about implementa-

tion problems. China's interpretations of certain WTO terms
violate the spirit, if not the letter, of its commitments, and new

lulie Walton
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Ghina has many new commitments
to fulfill-and sorne catching up to do-
during its third year as a WTO member

barriers China hls e'rcctcd in sonrr lrcrs nrrkc nrattcrs
worse. \\'ill (-hin.r bc.rblc trr pick u[, thc pacc in vc r
three :r 1-ear rvith l hcar'1, schctlulc of conrnritrncnls irnd
hitth crpcctatirrns firr rulcs in nr.rnv arcas, irrclutling trarl-
ing rights and tlirect st'lling-t

More service
commitments to phase in

China's conrmitnrent:, to crp.rnJ forcign Plrtiri|:rlion
in services are of major importance to foreign service
providers in all industrics. -Ihough somc year-two conl-
mitments renlain outstanding ( s.. p.l3 ), (lhina must
implemc'nt a range t)f new comntitDrc'Dts bclbrc
Decenlber I l, 2004. China is c'npected kr issuc a scrit's ol'
new regulations in the conling nronths h) addrcss these
requirements.

a Trading rights
lirreign contprnics'right to irnpolt antl cxf()rl g(x)ds-

a kcl clcnrcnt of all \\r-l() .rgrcr'nrcntr-h.rs l>crn .r rlr'rk
spot in (lhiru s irul,lcnrcnlation cllirrts. loint vr'ntrrres \1 ith
nrinority tirrcign stakes shoukl havt bccn grarrtctj lirll trarl-
ing righls by I)rcenrbcr I l, l(X)]. I}tlt rcgtrl.rlii)ns lh.rt (()I]'
l'crred this right did nol appc.rr rrntil li.l)rLlnr)- l{)0.1 nn!i
rvere so vaguc'that conrpanics tirunrl it (litijault l() structlrrc
thcir opcritiorls.'l-hc ru['s c]icl nol clarily hrrrv cxisting lirr
eign invcslccl cDlcrpriscs (|jlt-s) could rrbtrin t|arling
rights, nor did lhcy slllc that lhc grnnling ol lrnding riBhls
rvoukl bc atrtrrrnatic. l\lcanwhilc, in lunc l{X).1, ( lhiru
grrrntcd lirll tr.rcling rights to irll crtcrprises, inclrrrling lillis,
in liutia u -Shahrujino, 'l irnjin, \(aigaorlilo, rnd Xirrrren
Xiangyu frcc traclc zoncs.

Iirrrlhcr progrcss itpl)cnrs close nl hlnd. ln Novcnrbcr
2(X)-1, the StLlle (looneil rrpprovcd Ievisions lo lhc li]|cign
'Irrdc l,ov. As thc (lll/{ wcnl lo prcss, clclails ol lhc rcviscrl
I-oreign'liadc l-Iw hatl not yct l)ccn rclcdscd, but thcrc
.rr, i r r , l i . . r t i , , r r . rh.rt lh( 1,r,,(((lure li,r Sr.lntinE irnlort
and export rights will trc r-cvisctj lrr clinrirrirlc thc cxlnri-
nation irnrl approval proccss, as ( ihinu's W l () con)r)it
urcnts requirc. lhc nov proecss will sinrplv involvc filirrg
irn application with rclcvlrt nuthoritics,,rlicr whi.h
import nnd cxporl rights will bc.rdtletl to thc s.()Pr ol
eristing busincss liccnscs. IlLrt l)c.ilrsc Lh. NJli()nnl
Ptop[Js ()rrngrcss wlrs schctiulcd t() rncct .rt lhr cn(l of
l)ccembcr-rtiur thc I)clcnrbcr I l, ](X)-l dcatllinc lirr
Chinir to grnnl urajo rin -orv nctl i()ilrt v.nlurcs lritdins
rights this dcadlinc' pnsscd without thc issurncc ol-cor'
rcsponding lnd vit.tl inrplcntcnting rrrlcs.

(lhiru llso conrnritlccl kr;rllovr dolnestic companics
incrcus.d r.ccss lo trading rights bv progrcssively lorver-
inB rcgistcrcd eapital requirenrents. In vcilr thrcc, thc
rcquircd rcgistcrcd cal'ital lirr donrestic Chinest' trltling
.,,ntpanrr'.h,,rrl.i l.lll tr.,nr S.1f,(,.11(xl in vt.Jr t',lo t()

5l 10,7;.1.

a Distribution and related services
Ohinl har .rgrct'd to inlplcnrcnl n nunrbcr of impor-

linl conrlrlitnrrnls in thc ;rrc;rs of rctailirrg, wholesaling,
lncl eonrnrission lgcnts' scrvict's, lnd lianchising b1

l)c.cnll)i:r I L :(X)4.
-,\lthough a lcar lalc, a rcccrrtlv circulatcd dr:rft of the

l\linistry of (irnrrrrt'rce's ( ltlOf(iON1) Ilinirgenrent
llcgulations on Iirrcign-lnvcslcrl (irrnnrcrcial Entc'rprises
nraf iinall,v trring (lhinJ up to datc rvilh nrirnr' oI its distri-
bution rclatcd \\f'lO comnrilmcnts and put it (nr track t()
nlccl ils l)eccnrl)cr ll,l0{)4 obligali(nrs.l-hc draft covers
Sino-lirrcign ecluitv/c(x4)crxtivc ioint venturcs or rvholl,v

lirreign-rxvncd cntcrprises cngagcd in donrestic ret:ril,
rvholesitlr, conrnrissir)o ilgentsl or lianchising busincsses.
'l hough the drali tircs nol clcrrlv st.ltc wheth('r :1n cxisting
lilflc.rn obtain distriburion rights, it allows Fllls to estab-
lish.o rpirnies to distril)ule lhcir importccl or (lhin -mirde
products. l-hc rlr.tft alyr dor's ltot lddress dircct sclling,
which (lhinn's W IO conrnritnrcnts dclinr' ns onc typc of
dislril)ution scrvi(c; l\,lOF(lO 1 is drlrliing a separntc rulc

PauaM l\,4i er
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Observers
note that
China's
recent WTO

implementation
actions have
rested with
agencies under
the central
government in
Beiiing, not at
the Ioca! level
as some have
speculated.

to :rtldrcsr tlris inrlrrsl rl'.'l hc tlrit li rcgul.ttiott
nrusl bc \ul)tirillcd to thc Strtc (iruncil lirr llnrl
irpgrrov.rl. 'l hc SLrtc (iouncil hls not yr.t in(licnlcd
wherr it will issuc thc regttlalion.

Retail ( hin.r h.r..rgrcctl t..rll,rrr [,rcign
nrrjority conlrol of rct.lil opcr.lliors l)y
l )cccnrbcr l l, l(X).} lntl t() illlorv lvholl)' li)rcil{rr-
orvnr:cl cntcrpriscr (Wl;()lls) bv l)cctnrhcr I I,
.l{){){. Nlajoril,v li)rciBn iovcstm.!lt in chi!in
rtorcs rr itlr r'tt,,rc llrrtr t(, r,ullcls \r ill rtrtr.lio
prohihitctl unlil 1006. AII lclt.tining, gcographic
rcstri(ti()ns a()vcrinu ( lhina's rct.ril st(l()r sh()tll(i
l.lc rcnrovcd hy thc cnti ol l(X)4. (lhir)n hns nl\r)
agrced trr rcnrovc renraining prrxluct-spccilic
rertrielions. ln othtr rvortls, by tlrc r:nd rrl-vcar

thrcc, lirrrign rctailcrs will bc alLrrrcd to stll
phar-rnaccuticals, pcstititics, rrtr.tlching lilnts, lncl
pr{)c.sscd ()il in.rdditirrn to olhcr goods-

I h( l'l{( : A('\ cn)ru(nl rr.rrl, r,,nr. 1'1, 'r1r 
cr. itr

()pcninE thc rctdil sc!l()r in \lnr.h 100-l Nhcn
\l()l:(:()tr1 (rhco lhc \linislrr ()l hrrcign lirclc
.rntl I:tononric (ixryrcrnli()n) xnd lhc (;cncr.tl

r\dnrinistr.rtion trl l)rcss .tnrl l)ul)li..rlion
((iAI'l') publishcd a rulc th.rt pcrmilr' \\'lr()l:\ io
(lhin.r's rt'tail book, tn.tgazinc, lnri ncwspitpcr
clistribLrlion 5..lor. []S(.1]( - sourtcs eonltrnt
thlt, io l)tinaiplc, thc trlrv rulc oPctts irlvcslrttcnt
in rrtnil dislril)utiort ot public.rtions ahc.rLl ol
schc.lr.rlc. Ihc nov rulc rcquircs 5600,000 in rcg-
istercd.ll,it.tl lirr rct.ril rrlr.'r.rtionr, arrd lcS.rl

rrpresrnlittivas !nd proli.ssirrnill \lJll nttl\t p()\
scss public.rtion (lirtrihutor (lunlilicntirrn ccrtiti-
cirtcs isstrc,.l rrndcr existing rrrlcs. lht n.rr' rttlc
irlso lllows lirr thc prrrvision ol lntcnl.t lublicr-
tion salcs. ch.rin strrres.lnd re.rcler's clutrs.

Ii)rcign invc\tnrert in cristing public.rtion clis-

trrhtrt,,r.. inilrrtlirr!, sl,tt(.,,$'rr((l (I lcr Ir i\cs. i\
.rlso alLxvcrl. In l)c.crnl)cr l0l)-1, (;t,rnr.rnv'\

llcrtclsnr.lnn A(; kx)k.r.10 p.rc(nl stirkr in
llcijing I lst (icntury lixrk ()hain, a nationwidc
bookscllcr.

Wholesale and commission agents' services
lirrcigI] crrnrpanics arc to bc allowcrl t() cst.lt)lish
wholl,v tirrcigrt-orvrctl wholcs.rlc,rpcr.ttions bv
l)c.cnll)cr I I. 1004. 'l hc rvholesalc tlistributiort
,,f lrrrrks, rruw.p.r1,r'r\, nl,rS.l/rrc\, l)h.lnrlJ(cut i

cal proclLrcls, peslici(lrs,.lo(i nrulching lilnrs,
rvhich hrd Previotrsly bccrr rcslr-ictcd, is also lo
bc pcIruittctl. lhc Mnrch l(x).1 rulc thll {)pcrrc(l

thc clistlibutirrn oi Publicirlil)rrs (jo(s n(,t irpply
kr wholesalc operrtir)ns onlil I)c.urrrl)c! 1,101)4;
(lhinn musl nllow iDvcstnrcnl virr rll typcs ol'
orvncrship tirr wlrolcs.tlc distribution ol ptrhlicr-
tions lry I)cccnrbcr ll, ]00'1.'lhc distrihuli()n ol'
chcnrical li'rtiliztrs and proccsscd and crutJc oil
will rcnrrrin clrscd until l)c.cnrl)cr I l.2006.

(iAPl) ap|c.rrs to lrc Progrcssing torvarti lhe
i(X)4 rvholcsrlc operation libcralization tic.trl-
linc. I ltc.rgctr.v pul'lirhc,i thL IkFtrl.rti,,rr,'n
Adnrinislrrtion ol- l'rirrtcd l'ul)lierli{)ns, $'l]i.h
.rr.ldlcsscs vcrilicirtiorr ol cloruestic pulTlishirtg
lict'nscs, rc'gistralion ol printcrl nrattcr, publica-

tion storagc and dclivery, and clisposal of low-
quality publications, Scptcntbcr I, 200-1. GAPP
itlso nulhorizcd ( ;uangzhou-based Wende
(;uingyun Media I)istribution (iroup as the 6rst
privatc lT ook riistributor on Scptcnrber I9, 2003,

in lint'rvith thc Scptenrber I regulation. Prior to
that tlecision, book distribution had becn
reserved tbr thc Statc Postnl Ilureau, xinhua
(icneral []ookstore, and state-run publishing
houscs.

Franchising (lhina conrnritled to litiing all
equitr'. g(ogr,rphi., ,rr quirnlitv rL':'lri(li()n\ on
liirnchising o1rcrations by l)eccmber I l, 2004.

A.cording lo lhc slate-run (lhinir (lhain Store

and Franchisc'Association, rules that would
rcnrovc cxisting rcslriclions are lreing draficd.

Wholesale or retail away from a fixed loca-
tion llccausc (lhini has prohibited dircct sell'
inS,, it. torrmitntt'nt lo rcnr,rr'( nll cquilr'.
gcograplric..lnd qulnlitativc rcstrictions on sales

away liom a fixed krcatiorr b), l)cccnrbcr Il,
.l(X)4 is:'ignilicant for comlunics that use direct
sclling.r' thcir burincss rnorlcl. Rcgrrl.rtirrrrs.rre
(urrcntlv in the \,\'orks, llrough copir:s have not
bce'n n'iclell' circulated lirr [,ublic conrnrent.

a Telecorn
'fhc prr:blcrrs thlt lirreign iclcconr serlicc

Providcrs havc l'irccd irr accrssing (ihinl s nrlrket
shoultl inrprolc in venr thre. ns lirrcign compir-
nics rvill bt fcrrrriltctl to cstablish ioint venture
opcrnlion\ in dorncstic or intcrnational ddta ser-

viccs (slrch rs voicc, p.rcket- or circuit-switched
lr.rnsrtri.si,'n..tntl l.r\ ) \^ ilh,,r.ll qu.rrllil.rli\'('
rc\lrietions in llciiing, (iuangzlror.r, irnd
Sh.rnghai-though thc lirrcign investorcnt shirre

rr.r! r(,t (\!(c(l li [,cr((,r]1. Irrrcign i,rnr],anir's
rvill lrc.rblc to invest up to,19 pcrcent in nrobile
voicc or dala scrvicc joinl venturr's.

Aftcr.rn cxtcntjcd pcriorl with no ncrv
apprrrvals of lirrcign iovcstnr.nt in (lhinii's telc
aonr scct()r, li)rrr Sino-lirrcign joint vcnturcs
wcrc .rpprovcd in 1001, rll of rvhich provicle
lnlcrncl raacss scrviccs,

a Financial aervices
(lhin.r's W IO conrnlitrncrts rcquircd sigrlili-

.nnl opcniogs t{) li)rcign invcstrD('nt in thc
hirrrking, insrrrancc, irntl securitics scckrrs cluring
thr.' lirst li'rv ycars of ( lhina's WI O nrembt'rship.
A nuorber of thcse c()nrnilnrcnts will phirsc in
drrring 100.1.

Banking li1 l)r.'rcntlrer I l. :l)0.|, Ii)rciEll (()Ir-
p;rnics should bc.rblc kr plrticipatc in locrl cur
rcncv lrusirrt'ss in llcijing; Kr.rnming, Yr.rnnan; itrtd
Xianrcl, Fujian, raisin,l lhc tot.l nunlbcr of citics
oprn k) lhis scrvi.L' to l6 up tionr thc l.l cities
lhnt wcrc o|r'ncd bcli)rc l)c(cnrl)c[ I I, 200-].

lnsurance Iirrcign pr'oviticrs' lrrrsiness scopc

is 1o c\pnn(i in ycar lhre'e'to allorv I:lF.s to pro-
r i.ie he.rlth, qr,'u;r, .rnr! 1't rrsioo/.rrrrrrrilr. :' insttr-
ancc kr both Iirrcign rntl (Jhincsr.licnts. All
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geogrrphi. r.stri.tions will be lilted, and lirrcigrr
partncrs in insuranct' brokcrage joinl venturcs
may rais. thcir stirkcs to 5l percclrl. AII rcinsur-
ancc corrpnnics in (lhina rverc requircd kr rcin-
sure l0 per.enl oftheir primary risk wilh (lhirtrr
Reinsurancc (ir. bcllinning l)ecenrbcr I l, 2(X),1;

the rcquircmc'nt will drop to 5 pc'rcent hv
Dclcmbcr I l, l(X)4.

Securities Iirreign sccurities houses lrc to bc
pernritted to cstablish joint ventures-witlr il
limit o[ -1-3.] pcrccnt fbreign investnrent-to
underrvrite A shares and to underwritc antl tr.rdc
B and H shlres, as rvcll as governnrenl and cor
porate dcbt, irr ycirr threc. No Chint'se intcrntetli-
ary will l,le rcquired. Forcign companics should
be able to estahlish domesti. sccuritics tinci nlan-
agenlent ioint vcntures, with invcstnrent lirnitcd
to 49 pcr(cnt in yc.rr-three. China\ O.tohcr 1003
Securilics lnvcslnrent lirnds [.aw puts thc coun-
try on trirck to fullill this comnritntcnt.

Although Ohina\ WTO commitmcrlts did
not rcquirc this libcralization, China launchcci .r

qualiticd tirrcign inslitutional invcstor plan in

l(X)-l that opencd (.hina s rtnnrinbi-de,nonrinat-
ed, donrestic A-sharc nrarkct to foreign
irvestors.'lb dnlc, (-iligrouI lo., [)errtschr, I]ink
A(;. (;oldnrtrn Sachs (irorrp, lnc., HSIIC
Ikrldings plc, IN(i(irotp NV ll'i\lorgan Ch.rsc
& (io., Morliin Stanlcy, Nonrur! Iloldings, Inc.,
.r (l UB\ A(;.rrc.r]l'nF llrc li)r(rSn a,'llr11,llri(.\
th.rt h:rve rcccivcrl approval to prrticipate.

a Autos
Chinir has corrrrrittccl lo raisc thc level of

.llrl() mJnu[.r(lurirrB in!c\lr]r('Ill lhJl rcquirc:.
provincial Sovcn)nrent npprr)val to S90 million.
I his .rct u ill rcduec thc nu nrb('r (rl' bur(JuL rxti(
hoops that conrpanit's must junrp through to
establish manufircturing opcrations.

Though almost lw() ycilrs hle, thc (lhina
llanking llegulatory (irnrrnission issued regula
ti,ros grrvrrning lirrcign n(lnl'.tnk i \c\tr)t.. I in
thc auto 6nancing sccl()r in Scptcml)cr 2003.'lhc
pri.c rrl-cnlrv. howc!cr. i:. (lr.ritt" high t i'mpanrcs

'ccking t,r rstrhlirh ncw nut() tin.rl(( ((,ntp.lnic\
nrust possess at lcrrst Y4 l)illi()n (S4llJ.l nrillion)

The Year.Two Waiting Game

As th6 CErwent to prsss in sarly 0ecsmb6r 2003. foreign compa-
niss wore swEiting signs trom the PRC govsrnmsnt thst the ysar-two

commitments below h8d been mst. (Signs could includ0 new regula-
tions, d6al approvals, or other announc€ments,)

Distribulion

Olhe? se.vicog

O Advo.liling
China must permil foreign majority ownership rn advenisi0g firms.

O lnsunnce
China must permit wholly loreiqn-owned subsidiaries ol toreign

nonlile insurers {the China lnsurance Regulatory Commissron allowed

this, with cenain requirements, in draft implementing rules relessed in

August 2003, but has not yet released the tinal requlation); and reduce
insurance brokers asset requirements to $300 million.

a t.oighl lorw.rding
China must provide national treatment for additjonal registered cap-

ital requirements lor JV branches.

O Tochnicsl trslin! and analysis; and lrright irspsction
Chana must permit loreign majority ownership in lreight inspection

{except in slatulory inspection services), and in technical testing and
analysis seruices.

a Vrlue-sddod lolocommunicstions lnd psging

The PRC must eliminate geographic rsstrictions and permit foreign
investment at 50 percent.

Tariff-rate quota3 and agriculturo

China s laritf-rate quota (TRO) syslem for agricultural products has,
in offect, act8d as a nontsriff bsrier on agricuhural impons. M0FC0M
and ths National Dsvelopment 8nd ffBtorm Commission publishsd a

regulstion on th€ management of TRos tor import8d Egricuhural prod-

ucts in Septomber 20m. Though the regulation makos China! TRO allo-
cation procBss more transparent problsms with transporsncy,
conformity to intsrnational standards, and tho assessment of value-
sdded tox remsin-especially in corn. soybsan, and whaat imports.

Tr.ding rightr

China must grant toreign majority owned joint ventures fulltradinq
rights. The PRC State Council approved a revised Foreign Trade Law in
November 2003;the National People! Congress must still review and

approve the law China has not yet released details that would contirm
whethor the law will lulfill ihe nation! trading rights obligations.

-USCBC staff
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The PRC Ministry ol Commerce lM0FC0Ml begsn solicitinq com-
ments on a dratt distribution services regulatton in fall 2003; the State
Council must still review and approve lhe dr8tt. Although the dratt has
not yot bsen releasBd to the general public, the regulation is likely to
allow loreign invostors to establish Sino-foreign oquity and cooperative
distribution joint venturos (JVs) and wholly foreiqn-owned distribution
enterprises to engage in businesses, described as "distribution ser-
vices" in China s WTo commitments, including domestic retail, whole-
s8la, commission agents', or franchising businessss in China. The

regulation. if and when enacted, may fullill pan ol China s year-two dis-

lribution commilments.

O RolEil lexcluding tobacco)

China musl permit loreign maiority ownsrship in JV retail enterpris-
es and open all provincialcapilals, plus Chongqing and Ningbo,
Zhejiang, to foreign-invested retail JVs.

a lrvholas!lo rnd commission agonts'sc.vicc! (excluding salt and

tobacco)

China must allow foreign majority ownership and place no geo-
graphic or quantitative restrictions on foreign sorvice suppliers of most

imponed 6nd domestically produced products (with some exceptions).
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Producl 200t Bste (o/ol

Barley 114

Soybeans 3

0ther Vegelables 30-50

Cilrus 40

other Frurts 30'40

oriy P,rdr.t. 50

Beel 45

Pork 20

Poultry 20

Wine 65

Tobacco 34

S"rrc" Ih" W",1d T"d" Orq-rrrff

Table 1 :

Comparison of lrnport Tariff s
on Major Agricultural Products

in.rsscts, anrl lhc xull) lirrnrr(c aonrpitl'l)-

itscll nrust hare paiJ-in tapit.tl ofat
le.rst \5(X) nrillion (S60..1 n)illio ). ()thcr
aonaerns \!ilh th{ ilul() lir)nn(c rtllc\
inelucie.r l,rohibitirrrr rrrr cstablishing
brarrch otliccs,.rrrhiguilics in lhe
lpproval proccss, irncl linritatiotrs on thr'
scope of actilitics pcr-nrittr'rl.

a Tourisrn
(-hinn n.cclcrirlcd corttPliancc u'ith

its \\'lO cortl nr il nr.'lltr in thc krurisnr
indtrstr! by two vcars rrhcn il issucd

regulalions in Jull. ](x),1 thJt pcrnril
whollv iirrcign-orvncrl tr.tvcl agcncies
to r)pcratc in (lhin.r.'lhc rcgulltion
covcrs only lirrcign-nlxjority i()int vcn-
tLrrt, irncl rvlrolly lirrcign owncrl trlvel
agencics establishctl bclirrr I )r'cctrrber

I I. f007, rvlren all g,cogr.rphic, rcgis-
tcrcd !apital, rnd [)rirn(h r.slri.lioos
arc duc kr be littcrl. l.ikc thr:

i\hnngcnrcnl l{cgrrlatiotr:' ott thc
r\dmini5tr.ltiorr ol'lirvcl i\g,ctreies,

rvhich rrpcned thc \calor lo ntinoritv
lirrcign or,r'ncrship in c.trll'l(x)1, lhc
nerv rcgul:ttiott rcqttircs lirrcign-irtvc'st
cd travc'l agcncics l() hitvc dl lcnst Y.{

million (${111,092) in rcgisltrcd c.lpiti]l
:rn(l docs not prrorit li)rcign invcsled
trnvcl ngenaics to opcn branches. lhe
ne$,rcgulrtir)n rlso rcquircs thc lirreign

lrnrll'ir1 .l i()iDt \'cllltlrc l() h.lYr nn

Jnrlu.ll ir)(rrrrla lr,rrtr lrrrtri.ttt,ri- t:trrrr'

tlr.rn S.l0 nrillion..r rcstriclion inclutled
in (ihinn':, \\'l() .ntrr irgrc.nrcnl.
L nlikc'thc nr.lnng(n)ljnt rcg,ul.ttion, thc
l]cN, rcgulirtion rcstricts lirrcign
ir\.\l()'\ l().ln irrrcstrncrt rn.trt,,' lirr
cign nrajority joint vunturc trr rvholly
lirrcign-owncd Iravcl irgcncy. AccordinEl
to (lhina's \{'l() conrnritnlcrrls, li)r-
ri6n-nr.ttrrritr i,,ittt vcrrtrrrc,,r wlt0llv
lirreigrr rrs'ucrl irgcncics cannot hc

establishcd outsidc of Sl.rtc (-r)uncil-

.rpproled rcrorl arcas.rnrl Ilcijing,
(iuangzhou, and Sh.rngh.ri, an,,l Xi'rrn,
Sharrnri-.rlthough invcstrncnt b1' such
lrlls in Shcnzht'n is nrxv pcrnrittcd.

'Ihough no lirrcign conrp.tny h.rs yct

lrccn appnrvcd to sct up ir wholly firr-
cign-owrrcd lrnv(l a8,cn.y, ( ;crnrnn
hascd lburistik Llnion ltttcrnational
r((crttlv l)(rJrrrr tht ilr.t lirrci!,tt i0rtr_

|rnv t() hrvc n conlr()llin8 stdke in n

Sino lirrciglr trJvcl jr)inl v.nturc.

a Other services
l Yc.rr lhrce, (ihini's a(,l,lstructir)n.

P.r.knging, nnd crttert.tinmcnt \\"1'( )

conrmitnrcnts kick in.
Construction Althorrgh rcgul.ttions

tcchniclllv r4,rnctl (lhina's constructi()n
\cctor to WIrO|s in Novernbcr 1002,
wcll .thc.rrl ol tlrl ll)tt{ Je.rtllinc. si6rrili-
cnnl irnplcnrcntntiorr problcnts h.rvc

cnrcrgcd irr l(x)3 lhnl rcnder the libcr.rl-
izrtiol virtu.rlly nrclninglcss. Higlr cap

itlliziti0n rcquircmcnts, thc potcntial
lLpt.rl ,rl l.rrrr th.tt .1u.rlilt fr:rcr6rr.'ngi
rcrrinB nnd ar)nslrucli()n conrPnnics,
.rnti thc l.rck ol inrl,l.nrcnting rcgulil-
tions h.rrc st.rllcrl sc.tor libcraliz.rtion.
Ilut,.rceortlilg to ()hina's cntrv rirctr'
nrrnts, the aouIltrt'lt.ts until l)cecnrhcr
I L llx) l l0 rrorr ,'Lrt Jct.rilr lcr rnitlinS
rvholly lirlcign-,lvned constrtrction rnd
cnginccling lirnrs.

Packaging ( lhina irgreetl to rllrrw
W|OI:s tr) crlBnge in packaging serviecs

l)v I )cecnrl)cr .l(X).1.

l:ntertainment In carly ()clobcr
l{x}-t, (.hin.r npfr(\'eri \\'lrner l}rothcrs
Intcro.rli()n.tl 'lhc.!lars, lna. t() tika r 5l

l,cr.('rl (ontrollin!, \t.rLt irr it' upi,'trr
ing ioint rcnturc rvith the Shanghai
(-irlrmx (;roup, wlrich rvill btrild.rntl
()pcrnlc l{) cincru.ts. ln accordaocc with
lh( !\ l()' l\1,,\l l.rvor((l Nrrti,'rr prirrri
plc, this rlcrl clicctivcly opetrs thc cixrr'
t() l()rcign rr.riorily orvncrship in thc
irter nrxDxgr:nrcttt, llrough (ihina onll'
conrnritlcd lo Jll()rr' li)rcign nrin(,rilv
shilrcs in it\ scrviccs ag,rccmcnt.

lrr a rclatlrl nr()\'c. (lhinir's Statt'
Adnrini\trntion rrl Radio, filnr, a d
lilcr,ision issrrcrl n rcculxtion in
().tol)cr 100.1 thnl |crmits li)reiF,n

invcstnr!rrt in lilrtt protluction ilrrrl

2004 R.r.l%)

3

3

10.15

n
10-13

10-1,

12

n
l0

14

10

Table 2:
TRO lrnport Volurne and
Allocations to STES for 2OO4

lmpon ouolls Alloc.lioo
P.oduct (mallior moldc ton.l to STE. (%l

Fenilizors

DAP 6.25 ?5

U"a zJ *
NPK 3.13 73

lgnarF
Cnrn 7 2 60

Bice 5.32

.Long rice 2.66 50

{l,d/Sh"'. il.. ,:66 50

Whoar 9.64 90

Suqar 1.95 70

C"""" 03, 13

wool 0.29 NA

\,lr""h.pr 0J8 NA

Pnlm oil ?.7 18

Baosseed orl l.l3 18

Snvh.an o'l 3 l2 18

Notosr TB0=tarifl-rate quota; STE. sGle.ltadin0 entsr_

prises; 0AP=drammonium phosphate; NP(=ninogen,
phosphorous, 6nd potassi!m fernlizers: NA=nol avail_

abls, - =the perceol allocaled to STES for each rice

typ6 is brok6n down into long and sho( grdins.

Sources Nalronal Developmenl and Roform Commrssion

Ministry o{ Commerce
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O Repair, draintenance,
rental, and leasing
ln 1001, \\'l ( )l s .rrc tir bc pcrnrittcd

in lhe rcp.rir/nrairttcn.rrrcc .rrrrl

rcntal/lrirsing scetrrrs. i\l()li( l()N] slaled

in l.rtc ().1(il)er th.lt it rvould rcleasc

ncr' rcgulutions bclirrc thc t'rrcl ol l00J
llr,r prrrrt rrh,,llr li'rciqrr rrs'rrcri le.t..
ir)g opcr.rti()ns. ltut l\1OF(-()i\l rlso
st.rtcd that, at lirsl, onlv a terv wholly
tirlcign-orvncrl lcasing conrpanies
worrltl be perrnittcd to operittc in
(lhina. (iivcn tlrc hiF,h capitirl rc<luirc-
rr)crls lhc l)ll(: !,ovcrrrn'rcrrt hns rlrarl
rlltcd io olhcr scelors, Chin:r nrlv usc

this t.r.li. l1) lirDil lirrcign plrticipation
aglin. l\lc.rnrvlrilc, Shcll l.ubri,:rnts' lillv
I-ube lnttrrrltional rnd the Shanghai
r\utonlotiyc ln(loilr!'(i)rp. sig cd it lct
tcr ol'irrlent in O!t()l).r l(X)-] lo fi)rnr I
$,10 nrillion, 5l)-i0 nrrintenancc bur'i'
ness vcnlrrrci (lhinil.s stilte
Adnr in isl rirtion ol lnduslry and
( i)lr)nlcr.. rnurl still dpprove lhL' (1.'nl.



Tariff s and quotas

\Vith the exceplion ol ccrtirin:rgricultural
goods, natural resourccs, and products under
quota or liccnse rtranagcntcnt, all inrported

Continued on page 37

USCBC Membership Survey of WTO Priorities
ln July and August 2003, the uS-China

Business CouncillUSCBC) conducted a s!r-
vey of member company views on China's

implementation ol its World Trado

0rgaflizstion lWTo) commitments in €ach
members priority areas. Thirty percent of
the Councils 208 members responded to the

survey. 0l those respondinq, 97 percent said

that their business is affected by WTo imple-
montation and 80 percent are significantly
atlecled.

0n a scalo oI I (excellentlto l0 (failure)

IJSCBC members gave China an average

lunweightedl perlormance score of 5.15. Most
respondents gave China a sco.e within the
range of 3 to 7, with an equal number o[ firms
reporting sbove average and below averaga
pr0gr8ss.

Top i..u6.

Each responding company was asked to
select live priority issues from a list of 23

choices. The lollowing I I issues emerged as

the mosl imponant concerns lor USCEC lirms.
lssues received a weighted score to rellect
their relative imponance to respondents. The

score was calculalqd according to the num-

ber priority indicated by each firm using the
tollowing scaler Priority l=5 points; Prioritv 2=4

points; Priority 3=3 points; Priority 4=2 points;

Priority 5=1 point.

WTO impl6montation 3tatus

According to the suryey, tlSCEC member
companies believod China made most
prooross in tho ar3s ol transparency in its
s8cond yosr ol WTo membershi}-though
transparoncy still has not lost its place as a

top concern. USCBC companies also reponed
progress in thB dBvelopment of China's intal-
lectusl property rights {lPR}lramework and in

IPB snlorcom8nt, 8s well as in tsriffs and

standSrds; though mEny lirms reported now
problems or no progress on standards.
Membars highlighled trading rights, distribu-
tion rights, and nondiscrimination/nstiongl

troatrnent as areas in which $ero has boEn a
pronounced lack ol progrsss and in which
new problsms have €ppeared.

USCBC Members' Top n/TO lmplementation lssuea

lssua

1. Trading rights labilitv to impon and sxoo()

WBighted Score

2

2- Transpargncy 106

973 Distribution lability to distributs to whol6salsrs, retaalers,
and ondus€rs within Chinal

4.

5.

Standards, lechnical regulations, and conformity ass6ssmenl 96

6.

lntollectual propsrty rights (lPB) 6nforcemont

Nontaritl measurss {quotas, licsnsss, tsndoring requarementsl

85

79

767. Taritls

8.

9.

Specrfic market-access service commrtments 13

Nondascriman6tion/national troatnsnl 6l

10A. Customs and trade administration (clsssiricstron.
valuation, rules of origrn)

57

108. IPR logal framework {patents, tradem6rks, copyrights) 57

Whon ask8d to identity ths msio. 0bst€-
cles lo implemsntation in their priority 8re8s, 8
m8iority of USCBC lirns idsntiriod govsrnment
protectionism 8nd industry prot€ctionism.

Those two ba.riers wero cited Es ths most
imporlant factors impodin0 progrsss in almost
allsrsas. Companies also highlighted lsck of
sccess to China's rulemaking procass as a

signific6nt barrier.
lntorsstingly, respond00ts did not namo

low lovols ol understanding among PRC gov-
grnment otficials as a sorious barrigr to impls-
mentation, excopt in the argas of customs/
trads sdministration and trsnspsrency. Lsck of
resources w8s only consid€red a signilicsnt
barrisr in IPB €ntorcement.

Brckground on tho
.u.voy'3 top fiv6 WTO i!ruo.

a Trading rights

0nly three members reponed that th0ir
trading rights problems ars now resolved:nrne
msmbers reponed some proqress i0 trsding
rights. Filteen members reported new prob.

lems or no progress. ffespondenls overwhelm-
rngly identif ied governrrent protectionism and

rndustry proleclionism as ths key obstacles to

implementation.

a Trarsprrency
Most respondents reponed some progress

in transp6roncy, Koy obstacles to improving
transparency included I low l0vol ol under-
standing among PBC governm6nt officials,
bureaucratic infightn0, qovsrnmEnt protec-

tionism, industry protsctionism. snd lack of
access to China's rulomaking process.

a Difiibution
Eespondents wsrs evsnly davidBd as to

whather $ers has b6on some or no progress

in this sector, No ons roport8d that the issue
is rssolved. K€y obstacles to implementation
includ€ governm6nt protectionism, industry
protectionism, 8nd lsck of accsss to China's

rulemaking procBss.

O Staodrrdr
Half ol th6 respondents found there wEs

some progress in standsrds, but the othar halt
found n€w problems or no progress in this
area. Bureaucratic infi ghting, ooyernment pro-

tectionism. industry prot€ctionism. and lack of
access to China s rulemaking procoss wer€ all
cited as key obstacl6s.

a lPn rdorcrnant
A majority of respondants roportod some

progress in enforc6mont, but tho issue
remains a top concern. Lacl ol rssources,
government protectionism. and industry pro-

teclionism are 0re gr€atest obstaclgs to
enforcemenl.

-USCBC 
staff
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6lnr-technologl conrpanies beginning
l)(((.nrhcr l. lrl(,.1. lrrrcrgn invcstrrrs .rre fcrrnit-
ted to hold controlling shares in Iilnr technologv
venturcs in c('rtrin provinces and cities and firr
eign pnrlners may tirke stakes of up to 49 pcr-
ccnl in filn) protluction compaoies.
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The KEY to Retention:

lim Lein inger

linr Lcin ingcr
is senior consultant for Watson Wyatt Worldwide in

China, where he provides strategic consulting advice

on organizational change and measurement. Leininger

is coleader tor Watson Wyatt's Asia-Pacilic
organizational measurement service line where he is

responsible for the Human Capital lndex and

Workohina. He has been living and working in China

since 1989.

ong the most important
eys-and obstacles-to
business success in

China is the attraction and retention of talented
employees. ln contrast to hiring trends in the
United States and Europe, many foreign-invest-
ed enterprises and top-tier, domestic private and

state-o\ /ned companies in China are facing a

local labor market urith double-digit turnover
rates and high salary increases. The nearly 7
percent annual salary increases in China's major
markets in 2OO3 are an even greater challenge,

since inflation has been hovering near zero for
the past four yea rs.

Executives and human resource (HR) man-
agers thus are looking for rarays to gain a com-
petitive edge in hiring and retention. Of course,
developing a competitive remuneration system
is key to maintaining that edge. Yet a recent
\ /atson Wyatt survey reveals that to retain the
best employees, companies need to offer pro-
grams that inspire a deeper level of commit-
ment than does compensation alone-such as

16 January-February 2OO4 fHE CHINA EUSINESS BEvlEw

t

!
\ l. r!I

E ees
L

I
fr !t

L
ia

-.qJ
,aI

r!

{

\

--



T

clear and open ollicc .omnrunicirtt)n, job snt

isfaction, cfftctive leatlcrship, t-:rir perlirr-
man(c evJluittr(,n systrlrts, irnd r pr'ritire
w()rk environnrcnl.

The retention challenge
At first glancc, thc nolion ol ir lirbor short

agc in Chinn nrny sccnr courltcrintuitivc. Why
docs a country wil h il l\)pulrlion ol_ n)ore
than l.l billion, and rlilli()ns ol uncnrploycd
or undcrcmploycd wrrkcrs, havc such a tight
nrrrket li)r tnlc t? lhc nnswcr dcpcnds oD

horg one dchnes "tirlent.
I,rrcigrr ionrp,rrricr o1rcr,rtinE rn t .hilt.r s.rrrt

to attrJct ilnd rctdin i \|c(ilic typc ol t.ilcntcd
worker th. \1)ung, upwardlv nr<rbilc (ihincsc
profcssion.ll rvith .rd,,.rneed tcchnical skills and
a solid undcrstanding ol' int<'rnational nranrgc-
nlent t('ahniqucs. li)rcign aonlpnnics e\prct
thcsc cnrPlo)ccs to Posse,:, rtr()ng Iirntluirgc
skills, initirtir.c,.rl]tl strxtcgi. thinking.

Finding cnrplol'ccs rvith this spccial sct ol
skills is dillicult, lirr l nunrhcr of rcasons.
Fir\t, l,'rcigrr (')rrrl).rni(\ irt t .hrtl.r,rre irrr re.rs.

irrgly .r'rrrpetirrg ,rglirrst Jootc\ti( Lol)luni( \
tlrirt are reiirrnring th.ir ()pcriliorrs n,r(l ch s

ing alicr the sirnrc talcnt. Scconrl, nranv ol lhc
w()rkers l)clwccn thc:lgcs ol 45 antl 60 Pltsserl
their [rrrmat ivc ye.rrs during ( )hina s ttrnrtrl-
tuous (lulluril l{evolution (1966 76),learn,
ing politics and subsistcnce farnring ratl'rer than !narkets and
strategy. As a result, (lhina has ltwer qualihed mid-level man-
ager\ and sfcciJli\ls lhan rrlhcr cconrrnrrc..

These Chincse emplovecs arc taking advantage of the oppor-
tunities competition provides. Walson W),att's l\torkChint 2003
survey-a Ohina-wide cmpkryt'e opinion survey of ntore than 60
companies and nearly 10,000 enrpkrvecs fronr a complete ranlte
of positiotrs-was dcsigned to analvze thc attitudcs of Chincsc
workers about a range of issucs.1he stud), found that J8 percent
of the Chincse cnrployces survc),etl believe they may leave lheir
current job in the next scvcral vcars.

For managcrs oI Ohina operations, thcn, the challenge is

daunting: how can thcy retain their lxst entployees 6iiven thc eco-
nomic realitics of a dynanlic econontic environnlent, tight mirr-
ket for key talcnt, and a worktirrce with ever-higher expectatiorrs
for its work environmenti

Why do employees leave?
lf kecping t,rlcnterl crn|[ryccr ir thc rinqlc rr]r]sl in)portirnl

tdsk li)r I II{ nrnnir{crs in (.hitt.l t()rl.r,v, I Ili nranlgcrs nrust ilsk
whv cnlpl()yco, lcillc their eontp,rrrics. ( ilobal rcscarch hrs tonsir-

lently shown thirt enrployees leave companies
lirr nrany reasons, and compensation is usual,
ly not highcst on thc list. Yet in China, com-
pcnsltion almost always gets top billing. In
lhc lVrrr,tC'lrifln survey, Watson Wyatt asked
rcspondents who sirid they might leave in the
ncxl severnl ycars to list the top three reasons
lirr thcir pllnncd departure. The results were
consistcDt with popular perception: better pay
wils thc nunrbcr one reason employees wanted
k) Ic.tve their conrprny, follorved by better
carccr opporlunities, and training and devel-
()lrrcIrl ( r.f P.l9l. [his heavy emphasis on
conrpensation makes it essential for compa-
nics operating in China to have a clcar conr-
pcnsalion philos(4)hv and to keep up to date
()n contpensati()n trends in China.

O Salary increases are leveling off
'Iltough avcragc annual salary increases have been in the doublc

digits in |rt'vious ,vcars, thc rdle ol incrcase has begun to Ievel off
lncre:rscs will rcnriin quitc high hy US standards, however-
I'thvccn 6 and Il percent per year for the ner(t severalyears. As in
tlre l'rlst, \\'.tts()n \\',r,ir r'xPccts that talented enrployees at mid,level
nr rtatlcnrcnt {)r supcrvisorv lcvels will receive the highest increas-
cs firlkrrvcd by officers/supervixrrs and clerical/general stafl.
O City-to-city salary differences are narrowing

ln ve.rrs P.rst, salary levcls in thc four largest job markets dif-
fcred rvicicly. llcijing conrpcnsation levels were the highest, fol-
lowcd bv Shanghai, (iuanglzhou, and Shenzhcn. Though this
ranking is likely to stay lhe same because o[where conrpany
headquirrtcrs:rncl specilic industries are based, the wage differ-
cnccs bctwce'rr citic's will narrow lroreign enterprises are expand,
ing thcir prcscncc ircross major cities in China and thus are
aflcclinll salary levels ond altering the industrial makeup ofcities.
(irrrcntly, nrirny conrpanies arc considering standardizing com-
pcnsation Icvcls across thesc nrajor markets as the Bap continues
to shrink.

Continued on page 38
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Compensation trends
(.hina s dvn.rrrric husincss environmcnt

nrakcs relining conrpensation sysleils nlorc
tlitliiult than in nrost othcr placcs in the w(rrld.
ln.rtlclitirrn to high annual salary increascs,
srlarl. lercls havc varicd substantially depcnd-
irE , 

'rt l, 'c.rtit,n. irrrlrrstry, rnd husincrr cnt ity.
Wals(,n Wyatt's 2(X)3 Remuneration l)ata
Scrviccs srrrvcy of local employe'es working lirl
h,tei$tt t.ntl'.tnir'.. i,,int vcnturc\, r)r tr+' ticr
donrcslic cr:rnlTanics in China shows how these
trcn,.ls arc beginning to change.



Humon Resource Trends
\ruatson Wyatt Worldvrride Human Resources Surweys

PRC Salary lncrease Rates by Job Level
2OO2 Reported 2O03 Anticipated

Percentage
12

I Managemenl l%)
! ofl rcerlsupervisor (%)

Clencal/General Statl (%)

I overall{%)
Percentage
12

1j

Boijing Shanghai Guangzhou Shenzhen

Source: Walson W!at! 2m3 Cofipensation and Bensfits Repod Chin,

BerJrnO Shanghai Guangzhou Shenzhen

Selected Median Annual Salary Grade Levels by City, as of March 2oo3
Total cash (RMB) before tax (regressed data)

Administrsiion lT CSCily En0ineering Finance HR Logislics

BoiiiDg Senior man6gomsnt Uppsr grade 41r,352'

245.103

206,250

87,020',

NA

297,810'

NA

173,0r7

144,368

58,396

40,658

NA

NA

200,080

155,421

43,969

20,612

r99.035

r5s,039

5r,805'

NA

3{5,932'

NA

170,983

135,189

41,112

26.1 r3

NA

r80.664

151,412

62,753

44,112

379,153 289,753'

308.7S7 NA

306,5,t4*

NA

488,246

390,132

r65,{25

r35,436

as340-

J2.or 4-

NA

J!nior managsmsnt Uppor grado 185,266

Lower grade

6eneralstafJ

Gualgahou Senior mansgoment Uppar grade

Lower grade

Upper g,rd.

Low6r grad€

155,r00

63,?8'

37,4U

lower grade

Uppsr S.d"

367,025'

NA

r98,906

r62, r69

58.4r9

41.629

NA

NA

r 40,006

l]7.076

47.871

21.552

NA

NA

168.618

r39,093

53,r25

29.8r9

t67,192

r39,525

5ts6?

3S^&3?

33,651'

NA

112,749

r38.7r4

46,308

23.976

NA

Lower grade

Junior managemenl lJpper grade

NA

r58.980

130.741

Generalstatf 49,177

,L4"Lower grade

Shmghri Senior msnagomont lJpper grade NA 480.382 274.556' NA

Lower grade NA 390,736 NA NA 364.105 347,803 NA

Junior manaqement lJpper grade 154,820 210,268 157,975 165,724 189,680 183,700 160,690

Lower grade 131,281 171,029 131,394 136,276 152,623 l48,4gl 132,646

Generalstal{ Upper grade Sl,SlO 60,891 52,300 51,238 51,4! 51,246 50,842

Lower qrade 29,170 40,285 30,093 23,428 33,328 33,484 23,601

NA=nolrvarlablo '0nLy o0r waqe leve iorlhiscatoqory 0n y a se eclror of grade lcvels rs showr !n lhrs lab e senror manaqement.Watson Wyatl grades l4 15.

j!n or nranaqenrofl Walsof Wyan grades l0 11, and general slall=Watson Wyafi grades I 5

Source Arlapred lrom W.rso Wyan, 2r0J CL,rrpersalnn at)d Benehts Bepod Chtna
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in Chino
Ernployee Cornmitment Drives Financial

Bettsr compBnsation packags 24%

Better career opponunities lgyo

Betlor training and development opportunitiss l5%

Benor opponunities to use skills 10%

Better bensfits 9%

New comDany h8s bgn€r lrosoocts for succsss 5%

@
they mi0hr leave their company ws.e asked to ch6cktho top threo re8-
sons trom a lisl ol 18. Percentages roflect tho percenl6go ol omploysss
who listod tho mm as ono oftheir reasons.
Sou.cs: Watson Wvatt, Wolkchina Zn3

Top Reasons Employees
\ /ant to Leave Their Company

Percent indicated

MRI Bi-Annual Ernployrnent
Trend Survey Findings

[']xecutive search firrn MRI Worltiwi c conducted
a survcy of hiring trcnds in China and Hong Korg
frrrnr l\larclr through October 2(X)3.'l hc lirnr
sunc)cd nrorc lhan -150 enrployment dccisionnrakers
in .r lull rangr ,rI nrultinatirrnal orBrnizations.

Perforrnance
120

t08%

100 I Feturn to Shareholders in

High-Commitmont 0rganizations (%l

I Relurn to Shareholders in

Low-Commitmenl 0rqanizations l%)
66

40

20

0

?J

8%

2000 2002

Nole:Watson Wyan surv€y€d employe€s abour lhair commitmen! to thei.
compaflies and measurad those companios return to shSrsholdors over three ysars
Source: Walson Wystt, Weatheting the Stom,2002

Hotte8t Disciplinea

lloit Xong ilainlsod Chine

Markeling Purchasing Produclion 0A&0C B&0 Sales

37r.259 NA

NA NA

NA NA

NA

NA

Saletclienl servicing Sales/client servicing

M I rletang/c ommunicstions Enginoe ring

Senror management l\4anufaclurinq

Computer/informstion
technolo0y protossionols

Ssnaor mans06ment

Eankingopsrataons/mid-otfico Logistics

Most Optimistic Sectors

Holl0 Xooe rinh[d Chin.

Fa$-moyinoconsumgrgoods tooistics

199,535

156.513

46.473'

NA

NA

r37,841

3,757

43,548

35,939

462,976

368.r07

183,363

153,7t 7 121,587

NA

NA

t47,109

46,743

I26,145

r03,543

161,151 t85,022

38,58r

17,514 29,550

NA 317.211'

NA

I85,180

146,074

Tourism

Botril

Enginoering

378.398',

NA

348,255.

NA

189,924

r55,170

56,486

46.150

403.788

321 894

175,579

NA

173,071

r43,356

55,8S4'

NA

NA

111.444

142 332

47.262

30,409

Manufacturin0

lnlormatron tochnology Automolive

lnsutance Healthcaro/medrcal199,917

I6 t,616

55,802

45.1r l

!1511
50,344 44,614

35,r93

Professionala Moat Oifficult
to Find and Becruit

Hong Kong Mainlsnd China

li:: 375,862

3r0.12 r

l74,8il

t44.424

55,4C5

25,819

427,394 335,419

347,t85

t 86,t05

t5t,t7g

53,475

35,281

268,231' 193,315

Sslos, business dovBlopmont.
client servicing: all lsvels

Salgs. business devslopmont
cliont soNicing: middlo and
senior levols

131.714

278,251

158,848

394,891

202,553

162,r41

i12!2
34,148

Ssnaor msnagement Enginoering: midlevel

Marksting,communications: SeniormsnEggment
mid lsvgl

Enginsoring: sgnior lovel Logistics, proj6ct manogemont
mid-lovol

Strateqic business consuhant Sales support:
mid-level

Source: MRI Worldwide EmploymentTrond Survoy, 2003

l9l,5t7

r55,r70

54,177

43.895

5t,770

24.511

NA

r59,r67

BN
56,045

47.096
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CHINR'S
Chonging LRBOR
Relotions

t

Banra Athrcva Y
I I

run *";:::":ff:;:"
that the granting of permanent Normal

Trade Relations (PNTR) to China by the US

government in 2OOO urould eradicate any
effective pressure the labor movement
could bring to bear to promote labor rights
in China. The same activists believed that
China's entry into the World Trade

Organization (WTO) in 2OO1 \ /as the final
nail in the coffin for labor rights in China.

A scant three years later, however. the picture for workers on the ground has

Il:rrttr Athrct'u
is deputy directoi, lnternational Labor Rights

Fund in Washington, 0C.

changed dramatically. at least in certain
regions of China. Though abuses persist, a

startling ne\ / space has emerged for grass-

roots organizations and private and public
sector lawyers to advocate for better pro-

tections for workers. Even the stodgy, gov-
ern ment-dom inated All-China Federation of
Trade Unions (ACFTU) has recognized a
need. given the changing economic con-
text, to take a more activist approach to

tobor octivism
is toking root

20 January-Fsbruary 2OO4 THE Cl
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rvorkr'rs' rights. These changcs-irnd the rising
tidc of labor disputes in (lhinl (.sec'lables)-sig-
nill a nccd lbr employcrs to bettt'r understand
and honor their obligations under Ohina's labor

China's nevv labor scene
ln rcacnt ,vears, an askrundin6 rirnge of dav-

to-clay household goor.is originating in China has

lloodecl thc'US nrarket; the typical clcpirrtmenl
storr. todxy carries everything lionr 'l -shirts to
lawn lurniturc manufircturetl in Ohina. Many of
thcsc light-industrial goods originate in southern
China, prinrarily in Guangdong, and it is this
rcgion thlt journalists and intcrnational con-
sumcr advtrcites seeking to publicizt' (ihina's

latror ahuscs have focuscd on.
-lir 

bc sure, labor rights abuses in (lhina at fac-

tories $upplyiog US rclril .orporntions are

widcsprcrd. Il.e'ports by nonBovcrnnrentirl r:rElani-

rations (N(;Os) in dilfcrcnt rtgions ol'Ohinir
indicatc ncar-nonexistent enfbrccnrcnt of lcgal
protectio s lirr workers at fort'i11n-invcsted enter-
priscs (ljlFis). ln 1997, C/rdx.(., thc ncwsltttc'r of
rh. ll()ng KonB, ChristiJn Indu\lri.rl (.('nrnlittce,
reportc(l that 70 perccnt of all industrial deaths
occur irl suah enterPrises lnd c()mnrcnted that

It is olit,n tltc crrsc tlull t ti), ilii ,1 lis stu hds

otiurrLrl tln! t/r. ,rrtirtrritrr's l,t:tirr lr) /rrrlrsilr.
,I:elinls lo tnnkt det'isi(\l\, a ott aa lh{ir irta -

tions to irr'litiglrte thc casrr, prrrrislt tht rcsportsillc
nul thn undtrnke sn/itl rclitrls. Lln litrt unLttt'l) ,

rc.lon.il'ilit)' ts not pinpourtt'd ml tlu'htck is

o/icrr prts-ir'rl oa. 7'lrerelitrt', ,lisasttrs art Ltlitn

Nunlcrous ()ther resc.rrchcrs hilvc li)und sinri-
lar cvidencc of labor rights violations in light
nrxnuirctrrring entc'rpriscs in South (lhinir. In
199u, sociologist Anitir (ihan notecl, "Working
two or thrrc hours ovcrtinlc on x normirl work
clay. with orrly one or tw() dirys o,l cvcrv month,
r5 t]ot rr ((rnlrl(,n.' 5ht.rls,r <kr. rrrttcnt. fr.rclirr's
of corporal punishment, hilnr(lous health and
sality conclitions, and schcmrs to chert reorkers
out ol pilvnrent of even lhe nrinilnum w:rgc

through cnlirrced overtinrc irnd it systctn of 6nan
cial pcnaltics, deductions, and lincs lbr infringc-
ments as nrcnningless as talking tnd laughing at
rvork, Iittering, or forgetting to turn otT lights.

Sinrillr rcports can bc lirunti alrnost diril)'in
hri.rl (.hinc.e nctv\l)irl('r\.r\ r!(ll .ts in intcrn.t
tirrrral Publicirtions. Both thc Ntrr, lhrt firrre-t antl
thc I11isri,,.{lo,r Po-cr havc, tirr thc'Past several

p,

nronlhs, li'artured articlcs Ibout !\()rkplace abuscs

in (ihina. 'l-hough nranv of thcse problems are

not uniquc to Chin.t,.orporalc lcJdcrs would do
rnt'll tu rcntcnrhcr tlt.rl r'rltln tlter .tP1'c.11 i11

(lhina, such problelns itrc ncws rt homc.

Corporate codes of
conduct and Chinese lavv

(i)rporations in thc Unitcrl Statcs irnd Europc
har'c rt'sponc['d to co,lsun)er prt'ssure b)'adopt-
irrg corporatc "co<ics of concluct," or prrblic state-

n:cnts regrrding lheir cornnritrnrnt t() workers'
rights.'lypically, such cotlcs slrcss the corrpany's
(onrnritlrlcrlr to prohitriting lirrcecl labor ancl

chilcl llhon fair ancl s.rli rvorking conditions tbr
cnrplovr'cs; rnd nond iscrint inat ion ftrr rr'irsons of

Bcn(iar, rila!', or other lilal()rs nol rck'vitnt lo lhe
pcrli)rnrnn.c of\rork. I-hc bcst codcs inclrrtlc thc
right to lirrnr trade unions:tnd ['urgain collcctivc-
lv. r\ll ol-thcsc issrrt's lrt' rccognizcr,l l-rv the
lntcrnationll l-abor ()rganization ( ll.O ) ns con-
slituting ".ore" labor rights, and thus .lll IL()
nrcorbcr governnrcnts are ohligetl to uphold lhesr:

rig,ht s.

( ,!rlor.rli('ns rvith i,'.lcr h.rrc hccrt,rrpcrr-
nr.rrting with methods ol rrronih)ring the implc
nlcnlnti()n oi thesc codcs b! thcir sul,pliers. A
nunrbcr of iruditing lirnrs, .rs well as a t'erv non
pr-otit organizations, havc hcgttn lo oftcr sr:rviccs

in lirbol rights autliting. [:irnts prrtvicling labor
autlits includc Ernst anLl Yrung (ilobal l-td.,
Intcr'lck Scrvices Corp., and (llobrl (lompliancc

l-1.O, a spinofFof Prictwntcrholrsc(ix)pers.
l']crhaps the nrost inlrrcslinX ncrv auditor in thir
.rrc.t i:, \trita lnc., tcchnitrllv r nonproht orglani-

/.rli,rr (\t.rl)lrshL'd hv.t lirrnrcr btrvtr lrrr ir ntlior
rrtrllrrr.tti,,nil (orl,.,r.rli(rr! trll,,..rl'l(r \vitlles\rrlS

(orporotions in th@ United
Stotes ond €urop@ hov@

r@spond@d to consumer Pt@s-
sur@ bV odopting corporot@
"cod@s of conduct," or public
stot@m@nts r@gording Eheir
commitm@nt to r.uorkers' rights.

P
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Creoti n9 privote, voluntory olternotives

Eo effective lobor lou onforc@m@nL

is hordly on occ@ptoble or effeclive

long-term solution to the problem.

lirsthand thc conr,lilions in fictolics in (lhinrr.

slirrted rn in(lcpcndcr)t orSirnizntion lo prrti)rnl
labor audits.

.{ h.rrrJlirl t|l vrrlrrnt.rrv rrr,rittrrinA irrili.t-
tirc. hrrc.tl',, erttcrgr,l t,, hr.ll' iorlr,r.rtior:.
()vcrscc thair l.rbor,ruclits lnci to ilct il\ neutr.ll
botlies to ccrtifv rrr othcrrvise itssurc thc con-
sunrcr prrhlic that thc standartls io rhc corlcs
huvc be'en relitbly inrIlcmcntcd. ln thr Llrrilc(l
Slates, ncw ovcrsirht boclic's inclurlc'tlrc Ir.rir

l-irbor Assoiiation rnti Sociirl Accountrbilitv
Intcrnatior.rl,.rn(.l in liurol,e, the Irair \\tar
l'rrrrrrclirtirrn.rrrcl thc I-thii.rl lr.rding lniti.rtrrc.
l]trt none ol thcsa orgnni/ntions int('rnals with
local PR(l lau cntirr.cnrcnt elTorts. I'rcsunrirbll
thc stlkehol<lcrs in such initintives, inclutling
consumers in tlcvclopccl countrics, lrclicvc th.rt
thc legal fianrcwolks in cr)unlries such irs
( lhina arc so rvcak or n()ncxistcnt thnt thct'
c.rrrnot be re'licrl upon lr) protcct rvolkcrs. \tl
Lr(.rlirrB Pri\.rlc. \,,lunlrrr.rllcrn:rlr\'('\ t,, ul'l((
tive labor lau cnlirrccnrcnt is hardlv rn .rcecpr-
rttrlc or ellictivc long tcrnr solution trr thc
problenr. lirth activist:, lntl c'nlight.'nct1 nrcnr-
[)crs of thc c()rporitc conrnrunitv should bc
lsking thcnrsclvcs what suclr initiatives rnight
tlo to enhancc, rilthcr thno rtphcc, lcgul plo
lcctions firr workcrs.

(lhinesc latror lrr., is, lrr ind lirr{r, not .rt

odds rvith cithcr tlrc ll.() corc llbor stlncllrcls or
thc bdsic aonlcnt oI nrost corlxrratc coclcs ol-

conduct. In,.lcccl. (ihinr h.rs r.rtilit'd nrorc ol thc
Il-O convcntioos rclltrd lo thcsc slnodnrds th.ln

Table 1 :

Labor Disputes are on the Rise in China

hls thc Urritcd Statcs. including conrcntions
prohibiting chiltl labor, cstablislring critcria lirr
(he settiog ol minirrtror wilgcs, aDd upholding
tltc principlc of cclrrirl prry tor equal rvork. 'l hcsc
concepts lrc alstr cnshrincd in China's basic
lirbor codc.'lhc issuc is rtot rqhc'lht'r viollliorrs
r:f these principlcs are lcgal, but rvhctlrcr sufli-
cicnt sanclions crist lo dcter emplovrrr.

'I'he lart is pcrhlps nrosl clc'nr on thc suSjcct
of chilcl labor. Articlc 9.1 oi Chin.r's Nrtionrrl
l,abor l-aw lirrbids "illcgal'' rccrtritmcnl ol-work-
crs unclcr itgc 16, an ollcnse punishahlc by a linc
or revocilti()n ol hrrsiness liccnse. Sttte (i)unail
I{egulations orr thc I)rohil)ition o,'(:hilcl l-abrrr
cnumcrltc and clahrrrate uPon thr, child labor
rcstrictions. l-or irrstancc-. Articlt's l0 antl ll
rcquire busincsser to p.r\ the'cost\ r)l scndir)q
child laborers back Io thrir placcs ol-rcsiclcncc
.tt:ti lrr puv.ttrv rtr,r(lri.tl lcc. r,r.lir.tlrilitr'.,r.t.
^rssoci.tc(i with sickncss or inirrry ol elriLlrcn .tt
work. And rrnr.ler Artie lc l -1, cmf loycls ancl par
cnts nliry [)c llned, anrl cmployers'Iicc'nscr
rcvokt'd. tirr.tllorving chiltircn to rvork.

\\/hen it a() rcs to olhcr corc righls, how.cr'cr,
:!rnati()ns rgrinst olicndcrs are less clclrl\'
dchne'd. Althorrg,h ( lhina s constitulion providcs
lhdl "\t()orcn cnjov ccltral rights rvith ntcn in i:ll
sphcrcr of liti, l'llt l.rrv pr,rr iric* ,rrrlv pic.c
nrcal covt'rrgc lirr rvonten. Similarly, Olrinl's
labor larvs lcchrricirlly Icflcct tl'rc govcrnnrcnt's
obligatiorr k) ILO (i)DvcnlioD No.26, r\4rich scts

out nrinirlurn rr'ngc guidclines and Provi(lcs li)r
.r nunrber ol importxnt substnntivc dclinitions
of nrininrunr rtagcs. llut nltional rt'gul.rtions do
not dcfinc ntirrinrunr wig,es or sancli(,ns li)r !i()'
lirt,rrr. lrrrtc.rrl, thc\( i lP(,r1.!nt dci tlrr s.lr(
lctt to Iocal authoritics, i:rclting trcntcnllous

t.rl,' in i,,u.r,rS..rrr.l p,,ssilrly urc'n pittio6 r'rrc
rcgion atlainsl ilnotllcr rlot oolv in the setting of
rvaees, but in passivclv cncouraging enrpkrt.crs
nol to comf l),.

()vcrlinrc has bccn another issuc on lrhi(h thc
laws art' inruliicicnllr.':lcar.,,\rticlcs .16 -lJ ol th.'
I-abor [-as'provitlc lit an t'ight-hour chv lnd,
rvith a nunrtTcr of crccfti(ms, liorit thc nornr.rl
lvork w('ck k).1.1 h()urr. Qrrota-trased rrork n)usl
also bc'rltiorrllizcrl .rccorrling to lhc sanrc rvork-
ing hour systcnr (Arliclc.lT) and rvorkr'rs nrust
receive at lcirst onc dil off in ;r wcck (Arli.lc J8).
lllrt lhc Iil\! \ h('ur\ lr',\ r:r,rl\ (ontril c\r(.llti.rl\
that includc rrnrpcrihccl'\rthcr rulcs" L'st.rblirhctl
bY labor rclnrirristrlti()n (lepdrtnrcllts (Arli.l. .19 )

antl irtht'r circunrstancc\ n\ stipulntcd l)v l.ltr's,
ldorinistrat ivc rulcs. ;tnd r.!luLltions" (Articlc
,ll). It1 prr(ti.c, Ir()vircr-s lnd nruniciprlitics
lltr,,uShotrl ( lhinrr h.trc ert.rhli.hr,ri I lr,..ir,rrvrr
aclnrinistrativc grridcline,s firr nuxinrurn lrorrrs ol'
rvork and ovcr-linrc,.rnd thcsc ofien lirr cxcced the
nirtional guiriclincs.

On l\'o othcr issucs, firrccd labor.rncl thc
ri$,ht t,, .r.t,rii.ttc. the ltr rn(iplcs rrt thc lr)tcItrr
tional rtlnti.trrls.rntl !olunlnr), codr'\ ()l (on(lu.t

Labor disputes accepted
by arbilration committees

34.213
r35,2006

r 986- 199r

2000

298% for the decade,
more than 100% annually

Laborers anvolved in disputes 221.1I5
422.617 999

9r9d

Collectrve drsputes accepted
by labor arbitration organs

9.043

or 7% of the total
I9$t)

r99S319.241

or 67% ol the number
ot workers in dispules

Sourcer "Labour Conflict rn Conlomporary China:Analysis and 0iscussron on Several Labour
0rspules.'By Kai Chang and 0i Lj, Docember 2002.
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clash with provisions in PR(l national laws.

Conrpanies have a relatively eas)'wal out of the
forced labor clilerrrna, as they cannot be com-
pellcrl to source gor>ds fronr prison camps.
Upholcling the right to assrriate prescnts a

rruch trickicr dilemma. as lhe ILO has deter-
nrin.d lhat (lhinese labor lirw does not suffi-
ciently E{uarnntee frecdon of association. But
recent chang('s to China's tradc union law thrt
ilpparcntly crcdte tht possibility for workers lo
organize a union at the workplace levcl, and
recenl cxperiments by conrpanies and by thc
ACFTLI itself in pronroting workplace-level
union clecti.ns. may nrJke it.()mcwhrl eaiirr
lbr individual employt'rs to complv with thc
spirit of the Il.O conventions on this subject.

Interestingly, Chinese law comes closer to the
intcnt of international conventions on the sub-
ject of collective bargaining than on the right to
irss,'.i.rte. FlEs have.r lirirly krw unioniz.rtion
rate, irnd a progressivc enlplov€r might encorrr-
age the real cxercise of the right to associatc by
encouraging the devclopmcnt of a collective
bargaining agrc'emenl. Articlc .lJ of the national
LalTor Law pr,,vides tlrrrt liln.rn entcrprisc
$,herc the tr.ld('uni(D has nol vct bcen set up,

Ia collective contractl shall bc also concludecl by
the rcpresenldtive clectr'd by the stdf'f dnd work-
ers wilh the entcrprise." Thur. if workcrs in .tn
enterprise wilhout a union lbrm an ad hoc

Sroup to negotiirte with managernent, manage-
menl lrusr hurgain i,,llcctivcll with this group.
lleccnt changes to (lhina's Trade Union Law
nrakc il possiblc for such a group to elect its
,rwn lcader', llthough ultimutcly th,. r'rg.rnrzit-
tirrn rrrrrst rffilirte with lhe A(:l- lU. ln I'r.ritiuc.
a hanclful o[ llEs have'allowcd or o'c'r tacilitlt-
t'd the democrltic eL'ction of workplace-level
union lcaders, and, at its most recenl nnnual
congress in Scptembcr 200-3, the ACIII U leadcr-
ship endorsecl this practicc.'fhis reprcsents r
renrarkabll, rapid charrge, sinct'as recently as

I998, r\(lFl-U Secrelary Gcnr'rirl Xiao Zhenbang
urgcd athliate unions to prevcDt "uncxpectcd

in(id('nls" b,y working with thc Chincse
Conrnrunist Pirty und the st.ltc to consolidalc
control tronr ahovc.

Worker advocates emerge
'lhc ACF'l Ll leirrlcrship prcsunrrbly recog-

nirqs thnt it nrust nrake itself usefil to thc nril-
liorrs r,l r*rrk rr ir I llis.rnd privltc t hinr.c
cntcrPnse\ r,r P(ri\h n\ llJlc-i)wn(.1 cnlcrpris.'t
.rre rcli)rmcd. In an .tpparent rcflection of tlris
r)ew .rttitudc. .rt thc l00l annual A(ll- l'U
congrcss, the llderation mrrde.r dirc.l nppcnl k)
a nrultirationll retail corporirtion, Wirl-N4art
Storcs, lnc. LInion spokcspcople urg.'d \\hl-iU.lrl
to ir\t.rbli\h lrirJc uni()ns an(l \t.rtc(|. 'l:ur (()nl
panics de['rriving thc rights ol cmplo,yccs lo
establish tradc uniorrs, rre rcscrve lhc right ol'

Table 2:
Labor Oispute lsaues, 2OOO

l{umb€r or rolal

Wages _
Iabor contract 35,974 26.3

Social & insurance benefits 31,350 23.1

Remedy ror iniury suffered o. the job 13,008 3.6

Training 12,549 9.2

0rher

Source: "Labour Conllict in Conlemporary Chinar Analysis and

Discussion on Several Labour Disputes"

resorting to lawsuits." lhe union federation
It'.rciership is surell'awrrc that thc actual
cnrployers they rnust dcirl with nre nol only \{'ill-
Nlart stalT in rctail outlcts, but rlso a wiclc rangc
()[ conlrlct()rs and subaontract()rs; at lhc san]c
tinle, thc uDion recognizcs thdt the powcr to
(hnnE( L,)ndilr()r)\.lnr()nB lh( suh(r'nlrJt,lor\ l:'

in the hands of the nultinationll retail giant.
Still, the v.rst n'raiority of workcrs iD (lhinn's

nranuf;cturing roncs rrc $'aiting lirr representa
tion of .rny kintl. l'rir,.rtc lawlcrs and nev grass'

rools org,anizations are slrrling k) takr'uP soolc
cn\cs, .1lth()ugh the)' renrain tew in nunrlrer. 'l his
country of morc than I l)illion pcople has only
sliglhtlv nore thrn I10,0{)0 trained larwcrs. Of
thcse, ()nly a few are sufhcientlv trained to han'
clle labor clisputcs, and thev ofien cannot nrakc a

living soltlv through thcir clicrt hase. A snrall
h.rnJlirl ,rl l.rh,'r l.w'vt'rs in South Chin.r. itt P.rr-
licular Zh(iu Lilni and, to a lesscr cxtent, parale
g.rl Zeng l'eiyang, havc bccomc rvcll knorvn firr
such wrrrk thanks to nrc'tlia publicity, but such
advocalcs can only hancllc a tin,v nunrbcr of
c.rscs. Intcrestingll, nalional nctworks such ns

thc All (:hina l.rwyers'Association and thc All-
(jhina \\t)men's lrcderatioo arc slowlv dcvelop
ing insritutionJl clPucitl to dcal rvith labor c.tscs

(sd. the (l/lR, Mny Iunc 2002, t).-10).
In thc .tbscncc of trJincd cxpcrts rT'ho can

rcpres!'nt workcrs in hhor disputcs, workcrs
havc turncd to inlirrmal advocatcs or have lcted
.is thr'ir own adrocatcs btli)re lhe aourls. Not
surprisingly, in nlost aascs workcrs havc b('en

unsucccssfirl in !vinning scltlerrrl]nts in their
l.rlrr. ,\ snrall handful of gcnuinc indigcnous
N(lOs, such as 1hc Chincse Working Womcn's
Nctwork, have tried to arldress the knowk'dgc
gap by provitling lcgdl rcsourcc nr.rtcrinls to
workerr. [.aw schools hrvc also tried to lill thc
g.rp b1'sctting up clinics in r,'hich lau sludcnts
.rdvise workers. Again, thcse cflirrts irtidrcss onl,v

l lraction of potcntiill .irs.s. N!'vcrthelcss, thtsc
fledgling effrrrts signal th.rt thc rvave ol hbor hr''
ir.tivisnl is beliinning to gain lirrcc.

Continued on page 39
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A range of new

MBA programs have

sprouted to train a new

generation of Chinese

manaEers

Vircinia A. H u lnrc
is associate editor of the CBB. The author would
like to thank the many MBA professors and
administrators who furnished information for this
article.

/Fr! r,mpanics in China have long suffcred from a

I shortage of PRC enrployees with international-

\-r/ "trnd,rrd rnanagement skills. By 2006, the

Shanghai Education Commission estimates, China will need

37,-500 masters of busirress administratior] (MBA) graduates

each year.

lir lill this nerd, 1\'l llA and rxecutivc MIJA (ENltlA) programs havc been
springing uP across (:hina in rr'(ent ),r'irrs. In 1991, whcn the PRC govern-
mcnt tirst rccognizcd MBA prograrns, the Ministry of !.ducation (MOE)
had ir1'|roled such progranrs in only nine universitics, and iust 100 stu-
tlcnts rverc curolled. llt' 2001 , l\1OL. hnd approved 6! institLrlions, nnd by
100-1, 10,000 studenls werc cnrolled. Ilut according to the Pcolle's Ddib,,
(lhina's top schools admitted nearly half of thc mirtri(ulating l\lBA stu-
dents in 2(X)2. tl\.lllAs didn't othcially arrive in China until 2002, whr'n the
Stalc (iruncil's acadcnric degrce conrnrittee approved -10 progrants.

Different types of
programs: Local, joint, imported

MllA an(l |N'1BA prollrlrns in (lhinn fall into rtughlv thrcc groups: local
(rr,rn solclv br'l'R(l inslitutions).ioint (ron jointlv bv a PR().rnd a lirrcign
illstilulir)n), irnd inrporttrl (run bv a lirr,.'ign institution, u,ith l passivc
(ihincsc prrtncr ).

O Localprograms
Locll lrl lli\ pro$rrors iir! ustrirlll' taLrght in (ihincsc or, bccause some

lirreigtr protcssors cir]rtol s|c.lk (]hinese, in linglish rvith trirnslation.
ln arllition, nrrnT'ol thc toits used lre r'ither in English or arc translations
of LIS tcxtbooks. l hougl'r lorll progranrs provitie thc satne M llA b.rsics as

ioint ln,.l inrporte<l progranrs, thev tcnd to pLrce grcltcr emphlsis on
(lhinr.'sc conrlitions.rnd Prohlerns f.l(ing (lhincsc enterprisrs. l)edn Iling
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CEIBS students on campus. Photo courtesy of CEIBS

Xiang of the Cheung Kong Graduate School of Business
(CKGSB) notes,'As little as 6ve years ago, it was okay for MBA
programs in China to use only US cases. Now, if you want to be

successful in China, that's not enough-,vou must study Chinese
business cases too." And as more Chinese companies look to
expand abroad, international experience is also inrportant. Local
proSrams are also trying to improve their international exposure
through more student and professor exchanges with foreign uni-
versitics.

Large, well-established univcrsities, such as Beijing, Qinghua,
Fudan, and Shanghai Jiaotong, offer more electives. concentra-
tions, and spccialized MBAs than most of the joint and inrported
programs (ier p.26).

a Joint programs
Many of Chinat top universities have joint programs with for-

eign universities in addition to lheir own programs. (Some uni-
versities have several joint programs; Paul Swenson of the US

Commercial Service, Shanghai, notes that in some cases foreign
partners have complained that the host school favors other joint
programs over their own.)

Ioint programs are taught predominantly by the staff of the
overseas university, with a few of the local institutiont professors
teaching topics in which they have more expertise than their for-

eign counterparts, usually topics related to China's economy.
Most, if not all, of the tc'aching is in English, though in some pro-
grams all the courses are co-taught. Under this arrangement, the
foreign professor does most of the lecturing, but a professor from
the Chinese institution is always present to give a Chinese per-
spective, show how a particular concept applies in China, or sim-
ply help translate and explain difficult concepts in Chinese.

Most of the course takes place in China, but sometimes pro-
grams conduct several courses and/or graduation ceremonies at
the foreign institution's home campus. The foreign universiry
usually grants the degree. The Chinese university offers a certi6-
cate verifring the joint program, which gives the foreign degree

instant credibility rvithin China (as long as the Chinese institu-
tion is reputable).

Class sizes tend to be smaller in joint progranrs than in local
ones.'l'his is one reason that ioint programs tend to offer fewer
electives and concentrirtions; some do not offer any choices at all.
Some of thc programs reviewed for this article hope to be able to
expand their offerings in the next few years.

a lmported programs
Several foreign schools run their China programs largely on

their own. Though PRC Iaw requires all foreign MBA programs
to have a Chinese partner organization, some foreign programs

Sinc. tlt6 Enron sc!ndsl broko iI am, US

husinols Echools havo rcpoiedly bcen beol.
ing up ttcir ollcrings on butino3! rtiics. But

olly two out ol lho 16 lchool rcprcse .tivor
inlsdiawed lor lhis enicle slrassad lha
imponancG ol morrlvaluls such a! honosly.

intlg.ilv, lnd good charlcl.r wiltout pronpl-
iflg. ono wa3 tho Choung Xong Gradurte
School ol Bulilcs, a priyltoly lundod, indG-

pendrll hurinrrr school r.l up by tho Li

N.3hing [oundltion. Choung Xon0b Dosn

8itlg Xiano notrd thrl ltc top qurlitics hir
school looks ror in potontillstudrnts aio a
sonro ol socirl rllponritility, lollowod by

p8rion, inspirrtion, rnd unrolfi3hnc*g.
Admiting sludr ! wilt thole traitr, he

bolirvaS, incr6sto3 thr lcboolb chances ol
tlmi|rg oul CEor.

Tltr othGr progrsm to smphllizc r[ch
trritr was th! B3iiing l ernaliorul MBA
(BltlBA), s ioint progrtm bctwocn tto Chin!
Clntlr lo. Esononic Scrqarch (CCEf,)and r
coslitio[ ol25 US Jo3uit univffritior horded

by tordh.|tl Uriy.lsity. (BI BA ir loc.trd
within Beiiing Uniyorrity [8oidrl, but it nol
alfilialod with Boidab Gurnghur School ol
ilsn!0cmr ) Dosn Johlr Yrng dtributor thi3
enphrsis on inloglily tlot only to fo]dhrnl
Jsluit hackground, but llro to ElMBAb lor-
ci0[ rnd lorcien-lrlinad p]oh$ors olrd to
Bciiirg UnivrEity's lr!ditiolrrl valugr.

Vrry it 1316! thrl it i3 not anorgh lol
ElilBA grsduttls to mllo monly. Th.I murt
rlro corlributc to socilty. ilany ol BIMBAI
rtudontt 8rc grlduel6 ol Chinlb top univrr
rililt-snd hrv. cgor to mrtch tt.ir rlnr

matels' .opu(Etions, occording to Yrng.

Aroganco afld s toldoncy to look down on

othors is whot Yalle lims to climin.t!. BI BA

studonts olgago in ! varicly ol oxorci$r and
trlm prolocl!-as do strdontr in oth€. busi-
no$ schools-to lorm thc vrlur ol ryorliu
wilt olhers End lo conyi[c. thrm thll othoE
also hav6 lomothing to contributo. Yang lsys
hG crn so! E realdiltorrmo in lt. itudo s'
rnitudos at the end ol lfie two y8!]s.

To improv€ sludont!' attiludor and inl6gri-
ty, BlllEA invites lprrlcn lrom all wallr ol
lite-ani!t!, photo0rsphors, d!nce]3, !! w!ll
as corporato lsrdoE-to show thal a ronse
ol ,ospoBibility, i rgrity, atld uBoltthn6s
is r3sotltial to succ.ss ir any fold.

BusrNrss ErHrcs?

-Vioioio A. Hulne
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Rise of Specialized MBAs

The lsrsst trsnd in the world of Chinsse MBAs seoms to be th8 sppearance 0l spe-

cislized programs. Most 0f th8se are brand-new-they either havs b€en launched

within thB last year or will bs launched in 2004. Eelow is I samplin0 of the spscialized

MBAS on offer

Agriculture Shanqhai Jisotong University
0inghua University

University of lowa, Purduo University, Chiness Acaderny of

Agricultural Scionces (ioint program)

Avistion manaqomont,
Aviation industry fo,
nrtionaldelGnse

Beijing University ol Aoronautics and Astronautics

Culture ffenmin University ol China

0inqhua, Chinese university of Hong Kong (joint program)

ShanghaiJaaotong
Fudan University, Hong Xong lJniversity (joint program)

0inghua, Arazona State University (joint programl

Beiiing lnternational MBA

Beijing lnstitute of Technology

tinance

High-toch administr.tion

Hospital managemollt

M.,ksting managomEnt
for the manulacturing

soclol

Modical managemont

Product dovslopmont

ShanghaiJiaotong

Wabster University, University of Eloct.onic Science End

Technology of China (ioint programl

ShanghaiJiaotong

Eoijing lnstitute of T6chnology

-Viryinia 
A. Hulne

Tochnology marag.ment

Uftan msnsgBmsnl

hrvc rrraolgccl to Iincl Partncrs williog to lcavc
the dav-to-clav rurrning of the Progranr, as wcll
irs nrost of lhe businc'ss decisiols, uP to the lirr-
citln f.lrtncr. As ir rcrtrll, thc.e prr'gr.rnrs arc, in
ettict, imPorts.'fhc) ot-ler r'\a.tly th.'same cor.'
courses in (lhina thlt the,v otler.t honre, K'ith
100 percenl of thc professors tlown in lionr thc
honrc-counlry inslilution- lnrportcd proSrtnri
tt'rrLl to rrllcr f'cwer clcctivc..tnr.l ((,n(cnlrJti(rn:'.
iI rny. Ail oI thc tcachiog ancl materi:rls urc usu-
alll in Engli'h, rvith no translation. r\s l result,
thasc progrxrDs tcod lo attrart youngrr irnd
nrid-carecr professionals who hirve a goocl grasp
oI linglish and often rrrrrk in lirrcign investcd
ent!'rprises. Nlost ol thc coursr'takes plirce in
(lhina, bul scvcral courses and/or graduation
nrl),tlke Pllce at tht'lirreign institution's honrc
cnmPus.

The options;
Full-time, part-tirne, EMBA

Ilciaurc lrusincs. cJtr(.lti(,n i\ \(, ncw rn
(.hinn, thc I)'pes ol stLrdents chrxrsing each of
thcsc proglror stILr.tures dilli'r slightlv fronl
thost'in thc Unitt'tl St.rtes, *'lrcre nranr'lreo]rlc
plilnning ir aitrccr irr business tlke oll l full trvo
ve.rrr liorn work tr'.r'rrrpletc.rrr MltA.
a Full-time

lrr rr.rirrl.rn,l ( lhirr.r. tlhincs,: univrrsities.
rirth!'r thi the'joint or inrportcd progrirms,
tcnrl to oller lull tinrc l\1BA corrrst's. ln Hong
Kong univcrsities, a signi6crrnt nurnbcr of ftrll-
tinrc studcnls cornc liom thc nriLinllnd.
Stu(lents in lirll-tin)c.{)ursc:' lcnd to lre voungcr
.rrr,l lr.rr, l,.rr rvork erpcricrrr.c th.r) f.lrl-lirr(
an(l IlMll^ students.
a Parr-time

l)nrt tilnc studies.rllL)t! sludcnts lo kcep
r^,'rkrng rvhilc c.rrnirF thrir .lcFrc.'5 (lrrrins
cvcnings .rnd s cckcnclr. P.rrt tinrc' courscs tend
to irttrdct mid-carccr profcssioruls rvith sigDiti-
cant rvork cxperiencc. llecausa classc's tirke plaae

on cvcnings and wcckcnds, nrost studcnls livr.- in
thc snme cit), in rvhich thr'course is olli'red.
O EMBA

ln China, f.IIB.\ proqraors t!'nd to cilter l()
t,)l cre'lrl'\'(\-rn(l gr.rrcrrrlly h.rri .r I'ri;. 1,1g

kr nratch. llt'cluse [rrrsiness cdrrcation has onlv
rc\crrllr .rrri\1d in t .h irr.r, rrrr'.t ,:I thr' reni0r
DlnDngenrcnt o[ (]lrincst' conrpanic's ncvcr had
thc r)pportuuity k) do n MllA carlv irr their
circcrs. As ir rcstrlt, it is rlot lrnusunl k) lind
Ei\lllA progranrs in (lhinir rvith a high number
ol (ill()s, gcncral nr.lnirgers, prcsidr'llls. rnd vi.c
prcsitients lorong Ihc studcnl body. l\1.rnv ol
thcsr cxecutivc's have hirtl littlc chancr'to stutly
English, so lll\1BA [rrogrirms nrc tiequcntlv
tiught in (-hines!', \r'ith translirlion ol lc.turcs
h)'tirrcign Protlssors rl'ho do nol spclk
(ihincse. l lrr:sc progrlrns gcncrrlly ofli'r chsscs
during intcnsive Ii)ur-dlv rvcckenrls onct'a
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Class in session at the Cheung Kong Graduate School ol Business. Photo courtesy of CKGSB.
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More MBA Inlormation

O For detsils about selsctsd MgA programs, see

www.chinabusin€ssrevi0w.com/0,$l

a For a list lin English) of the 62 institutions

approved by ths Ministry ol Education to offsr
MBAs, s€e http://comis.britishcouncil.org/

downlosd/yesrbook-8-M BA.doc

O For a list {in Chineso} o, the 30 institutions

approved by M0E to otlor EMgAs, sse

hnp//wu/w.mb0-a.com/newsm03.htm

Which course ?

English-langtragc lbility olien tlctcrrrincs thc
tvpe of progr.rnr .r (ihinerc str.rclent nr;rv altencl.
In gcncral, thc ioirrt lnd inrprrrtctl coulscs rlc
considcrc<l nrore rigrrrotrs bt'causa m()st ()l thcnl
arc h.rsctl rrn long establishcd l,rogranrs rvith
g,(lod rcfrlirti()os. Still, prospcctivc studertts
should nrakc'surc thirl thc\e Irollranrs nrc tlll,v
.lL.rr(lltr(l ir) their h(rnlc (ountri(\. AlreI,l(.trl
ururs(\ Jrc poprrlirr,.r' thc I ritul \t.rle. is crrn-
sidt'rcrl thc rtorlcl le.rder in lrusincss ctlucirtion.

Flvcn lt top PllC Lrnivcrsitics, l\!BA programs
still havc sonrt'rv.r1'to qo to nratch thc top firr
eigo olfcring,s. "Nl llz\ proitritnrs irl top (lhiDr'se

rrrrivcrsitics still piggvl,.rik,,rr llrcir uni\cr\it\
rcputntions," s.rys lirn Lcinitlgcr, a Beijing-basrLl
scniol consullant iirr' \\';rtson \\'r'.rtt \Vorklwidc.
"llven tltorrSh thcv hxvc nll lhc.ontcnt nnd (irsc

str,rtlics liruncl in nrosl US pnrgnms, thcy arc
\lill rr't \luit(.rl the lcvel ,rI thc r.,p [ 5 prr)
granrs.'lhcir studcnts dor't hirvc quitc ns mu.h
cxpcrien.('ns thosc in top LiS l,rrrgrarrrs.

''l'ronr J rc(rrrlcr'\ P,rrrrt.rl'\'i(tr', thc Inlrrrsi-
ble qLralitics rrf potcntial cnrplove cs-r'uch as

abilitv trr rork indeprndcntlv. think strltcgicrlh,.
nnd t.rkc initintivc-.trc nrorc inrportirnt thirn thc
rlcgrce itrcll. lhc pcr)plc $'ho rel inl() toll i\lll^
progr r)ls usuilllv hivc lhcsc skills, so tl'tesc pr'o-

grrnrs act as goocl 6lt(rs. (lhirles. NIIIA progrnms
har'e nudr grrlt l)roHress in recc'nt vcirs,l)ot l'till
lall a littlc bit short ol thcir lirrcign counlcrflrts
irr lirslcrirrg .rnt1 tlcvcloping thcsc skills."

Which prograrn,r studcni sh(,uld pick
.l,l'rrrrl'Brt.rtlr,'rr lri:,,r hcr <rrrrertl ritrr.rti,rrr
irntl lutLrre plans. As rncnti()nc(i abovc, l:nglish-
l.rngtmgc rbilitv is one tlcternrinlnt. Il-ir
frospcclivc studcnl'\ lcvcl ol English is not hig,h

cnough kr sluclr in l:nglish, thcn hc or shc rvill
alnrost ccrtninly hivc to xttcnd a krcal pnrgrrm,
lh0rrAh \,rnr( II(,nA KortF frr'gr.rrrs.tls,r olier
l\lllr\s in (jhinese. lhe prospeclivc \lu(lcnl'r cur
rcrrt lrositi{)n is :rnothcr firctor. Ii lrc or :'hc is
.rlrr'ltly r scnior rlranager, the studcnt will likely
ainr tbr an lilllllr\ progranr.

The Beijing lnternational MBA proqram is housed in traditional courtYard-style buildings on

the Beiiing tJniversity campus Photo courtesy ol 8lMBA.

Government
requi16monts

Allmasters of business

administration (MBA) pro-

grarns must mget c0re
requirements set by the
NarionalMBA Education

Supervisory Committse,
which was establishsd by

the Ministry of Education

lM0E) and the Srate Council
Academic oegrss Committee

in l994.0no.third ol execu-
tivs MBA professors in each
program must be trained, and

have experience teaching,
ovsrssSs. some progrSms trY

to surmounl the language dil-
ficulty by hrring foreign pro-

fessors ol Chinese origan

who can speak Mandarin.
l\40E also assigns each

school a student quota lor
each progrsm.

-Virginia A. Hulne

Continued on page 36

lrrot]llr, alllou,ing studcl]ts l() llv in lrorn arorrnd
thc counlrv.

'l'hc c\tcnl of iltternationllizltir)n il stuclent
dc.irL''.rl',, I'l.rt'.r n,lc. Strrtlctrts wi.hin$ trr S.rirr
n)orc intcrnalionrl e\l)criana. .tnd c\f()surc \t ill
rvirnl t() aho()sc il joint or irrrPortcrl PrograrD.
'lhcsc progrlnrs olli'r stu(lcnts nn cducati()n lhil
will bc recognizctl abrracl lncl thus nr.r1'hclp
lh!'nr n(lvirnra in llrcir eartcrs lrclrrnd (.hina.

Stutlcrrts looliing lirr-a progranr gcared lo solv
in!, f rr,trlcrrrr i,rrrlrr,ntc(l l)) (.lrinc\c (rltr:rl)ri\(\
nr.l)' prel.r.l locrl pr,rgr.rrrr.

Firrallr. tlrr qrr.rlitr .rrrtl .ize.l .rlrrrttni ttct-
rvorks arc lictors in clrrxrsing il hrrsincss school
in (,hin.r, jrrst its in tlrr Llnite(i SIntcs. l\l(xt pr('
granr adnrinislratorr lrclicvc tlrrt sludrots with
high-lcvcl positions lrorr .r r'.rrien' of proli's-
sionll, educational, antl cultural backgrounds
nrilkc thc nrost dr'sirirtrlt'classnratcs. \\'hat stu-
dcnts lt-arn linn cich ()lh('r is olicn just.ts

irrll,!rlJ,rl .r\ wh.ll thcv l(.rrrl l'r,'t:t lltr'(ttrrtttt-
Ium, sirv nrost idnrinistrillors, iln(l sttklenls ann

lcarn nrort'liour clar\,nxlcs tllirl arc diftcrcnl
lronr thernselv..r. Ir.r t ,'hcn. ctcrutive vir.c lrc.i-
clent of tlnivt'rsal lclcrs i\liroageorcnt lritining
t.o., Itrl., rrltrih orcr\(L'\ lful$.r\ [lrrircr.itr'.
lil\llI;\ plogr.rn:s in (:hinx, slrcsscs lhc l)('n('lits
ol diversitv in thc chssroonr. "'lhc ability to
work r',ith pcopk'lrrrrrr rrthcr cr.rltrrrc\ ir, csscnlial
in todal''s inlr'rnltir:nnl l)usioass crlrironnrenl,
whctlrer r,ou rvork in a nrullinational or a

( lhinrsc cntcrprisc."
()nc .rclvlntagc of choosirtg l ioiut progratn

ir th.rt thc alunrni rrc geucrirllv consiclcrcd
alunrri of both schrxrls-irnd thus hilve two net
rvorks lo tap ink). Pr{rsfccliva slu(lcnls nrJr xlso
rvx l t() a() sidcr ho\{ nlt|(h lin]c \tlrdenls \pcnd
l('E(lh.r. A lis ol thc Fl\lltA (1)urs(\ rc(luir(
\lu(l( nl\ l() lrve t gcthcr .luIirtg thc intcn'irc
lirr.rr r.lay tc,rching scssiorr,,, in pitrt 1o lllor\ thc
studcnts t() gct to knor{ cach <rthcr bcllcr,rntl
strcr)qthcn lirturc alLrnrni nelworks.

)
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ATtnnITIONS
CnrHeRrNe Grrn

, like the rest of thc world's leading automakers, has
arnbitious goals for its future in (lhina-the company

rccenl ly lnnotrnccd plarrs to cxpand ils invcslnrents thcrc to $ 1.5 billion ovcr the ncxt ftrv vcirrs.

lirrd is clcarll, aioring to l.rke i d\:lntige of thc Phcnonrenal growth ol Ohina\ auto industry-salcs
oi pnssenscr cnr\ rosc nrore thln 50 Pg1(go1 in l{)01, .lnd nrorc thitn ttO pcrccnt in thc lirst hall ol
2(x).1. Iloo Tyxck, prcsidcnt and (iliO r:f (lhrngan lirrd Autonrobilc Corp., l.td., !ord's (lhina joint
vcnt re, c:,tin1.ltcs thlt grorvth rvill eventually lcvcl oti,bulnol tbr sevcral ycars. UDtil then, Ford irlrd
ils ti)r.ign conlpctitors rlill lre selling clrs.rt unprecedcntr'd rntcs.

l'hc ccnterl,iecc of |ord's conrnritnrcnl in (:hinr is (lhnr)gnn Ford-.r 598 Drillion,50-50 i()int
vcnturc with (ihirnlinn Aulonlotivc ((;()up) (i). in Chongrling's nortlrcrn industri.rl zone. Ihe joint
vcnturc pl.rnt, wlrich ttxrk about trvo ycars to l)uil(1, bcliir protlrrcing li)rd I-icslt and Mondeo
scclans in l0()J. Ford plirns to cxpancl irnnual eap.rcit,v at thc ncrr (lhongqing plant k) 150,000 fronl
50.000 in lhe ncxt (wo y('irs, xnd will introdrrce at lelst ont'new nrodcl a vt';rr. tirrd has also plcdged

to brriltl a secrrncl pl.rnt, a st.rnrping facility, ancl an cngine rnanufacturing plant wilh partncr
(ihangan r\uto tlror.rp.

(lhincsr pnrtncr (ihJng,:rn, r maior tlonrt'stic minibus produccr, producc,.l rcveral hundred tlrou'
sand vchiclcs in Ohongqing in 200.1.'lhc t)hongqing srrtrsitiirrv rcccntlv bought out its parr:nt's stlkc
in (ilrangrn Iord.

lord's other mirior investnrcnt is J -10 pcrccnt st.rke in liangling i\krtors oI lianpgxi, rvhich has ]rro-
cluceti thc'liansit (onrncr.iirl val sin(c t9c)7.

Chongqing's crossroads
Iiorrl s (.hangin vcntrlrc pr)sscsscs a or.rnr[T cI of chirrirctcIistics thrrt lvill rrffrct its litr,rr'r: ir (]hilla.

First,thrpl.lnt is lo(,rtcd in Chongqing-.r cityof ll nrillion locatccl hundrcdso[nrilesfronr lhc
nrajor conrunrcr nrlrkcts of (lhinl s clsr coitsl- Sccond, ils Fiest.rs .lr)d l\lond()s itrc ('ntcrinB th.
prssenger airr nrarkct scveral vcars lrt'hind conrlrr'ting nroclcls.

IrLrlcovcr, thr"' (.hangitn verturc clrlbodics thc interscct irrn of two toP I)l{C govcrrrment prioritics:
tlrc clevclopnrent ol thc rvcstcrn, poorer pnrl ol'thc countr)', rnd thc clc!clopmcnt of thc auto s!,clor,
an industry thc govcrnrnanl consirlcrs csscntiitl to lhe (()unlry's caonorrric gror,ilh. lirrd's success in
(.hongqing-lnd thus in Ohina-nrly well hingc orr whcther thc l)llC govcrnnrcnt ruccceds in turl-
ing \!!'stcrn Ohina into.r devchrl,cd, pr,,spcrour cc,,nonric rcgion thilt ororc closcly rcsc'nrblcs thc
boooring cust aorst, itnLl rvh.'thtr thr.'gor.erIrrncnl's hnn(ls-on appro.lch t() lhe nulo scak)r nurturts,
rathcr thnn sulii)cJlcs. the industr\'.

Cp",/",rr%,

CarH r nrNr Grrg
is editor ol the CBR

Photo courtesy of Changan

Ford Automobile Corp., Ltd.
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CHnNcnN FoRD rs rHE cENTERPTECE

oF THT US AUTo CoMPANY,S CHINA STRATEGY

on the east coast. China's leaders have reportedly
conrmitted up to Y?00 billion ($24 billion) over
thc ncxt decade tl, inrpr.rve.rnrJ m(rdernize
lransportation infrastructure in and around
(ihongqing.

O Growth of the auto industry
Changan ljorti's tirtLrre rvill also depend on

lhe PRC government's decisions about the coun-
try's auto industry, which is seen as a "pillar" of
thc c,runtry'r ecrrnorn), b,)lh hc(au\e il rs J gen

erator of employment and becausc hiplh-qualit,v,
international-standard vehicles both aid and
sl,mbolize nrodernization. As in other pillar
industrics, the governnrent takes an activc'role
in determining the course of developnrent. And
as in other pillar industries, a result of heav,v

liovcrnnrent involvemcnt has been a carefully
,JrFned rpare frrr tirreign investment. l:oreign
invc\tors secking l() pr('duLc li)r lhe domcsti.
nrirrk!-t lrlust form joint ventures with Chinese
ruloln:rker\, rrlher than \.t lrp lhcir ()wn cnti-
ties..rnrJ thc foreign sharc,,[ thcsc venturcs is
capped irt 50 percent. Foreign automakers also

havc' little choice of partner or location.
Indeed, the central Sovcrnment's 1994 auto-

nrotive industrial policy set out local-content
r(.quirenlcnts and thL'r crileria for forcign p r
licipation that now violatc China's World'frade
()rg,rni/.!lion I \\'T( ) ) (r)mnr it ment\. A rc\ision
of thc auto industrial policy is to be released

shortll,: fcrreign 6rnrs are likely tLr llcc continued
restrictions on iDvcstnrcnt levcls and technology-
transter ternls that favor domcstic manufacturers
to th. c\tent possible undcr W'IO rules.

Another gool of this new industrial policy
ma,v bc consolidation of the country's larSe

number of inefficir'nt aukr conrpanies. l-ocal and
regional governments havc blocked Beijing's
pasl efforts to.onsolidate the industry, prelt'r-
rirrB to [rrotect their hr:nrcgrown (nlerpri\es-
often by making it diflicult lbr vehicles made in
onc city to be sold in others.

Sorlc local lnd central government policies
ma1'bc'here to stiry. Shanghai, for instance,
re'lrict' lhc nurnbcr rrf liccn'c plates it issucs to
only a t'ew thousand t'ach month. And in late
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O Develop the West
Foreign investors in (lhina have herrrd lirr

1'e.rrs about the ct'ntrnl govcrnnrent's (ircnl
\\trtcrn l)(\'(loprncnl Slralcg\. As lhe inc(rmtj
disparitics bctwccn the coast and interior havc
grown inrpossiblc to ipinorc over thc past

dccadc, the governnrent has pletlgccl substantial
domr'stic resourcr-s to build up the infrastnrc-
ture necessrry lo support investment and has

tried to lurc foreign lunds to China's westcrn
conrrnercirl centcrs.

As part o, this clk)rt, the centritl governmcnt
raist'd thc political status of Chongqing, histori-
callv under the authorily of Sichuan Province, to
thirt ofa p(rvince-level rnunicipality in 1997.

The govcrnnrent also establishcd severrl spcciirl
econonric zones and inrplementecl tax and olher
incentives firr tirreigrr invertors. The leaders in
Ilcijing are committcd to ()hongqing's devc'lt4r-

ment in particuhr I)olitical scientist Oheng Li
cven idt'ntilied (,horrgqing's fate as tied to that
of ncrv I'R(l Presidcnt llu Iintno (i{? the CB/l,
Nla.v-lune 2001, p.48).

fhc grrvcrnnrcnt s cfti,nj nriry hc slilrting ro

I,.ry,,lf,.rs not,,rrlI Forrl hut BP f,l(, (:unrmirrs

Inc., antl otht'r major nrultinational corpora-
ti()ns hnve \ct u| (,lrcrrlir)n\ ir) Chr'r)Sqilt8 l0
clpitalizc on ils conrparative advantages.'lhcse
include ilccess l() niltur:tl rcsottrces, ltlv l:tbor
costs, anri, lirr the, auto firnrs, a history as a ccn-
tcr litr Lngirrc.u)J vt.hi(le rrriinul.raluring
(Ohongqing is (lhina's motorcl,cle prrxluclion
capital).

llut rhesr'sorts of incentivcs nnd advantagt's
won't bc'enough to ensurc thc success of
(ihongqing-bascd lirnrs. ln thc long run, trans-
portation links will bc critical to the city's
growth. Thc hilly, congestcd city lies at the con-
lluencc'o[ the Yirngzi and Iialing rivcrs arrd is
honrc to thc largest rivt'r port in (lhirrir (ir port
that rvill likcly grow dramatically oncc'tlre l lrrec
( i,rrges I )itnt pr(,ic(t i\ (onrpl..te,. Two ntirjor
cross-country highways-the (--hcngdu-

Shanghai and ( ihongqing-Zhanjiang, routcs-
rcrch the citl', which also reccives ir wcekly
i.rrrtaincr lrain tirrrn Lirnvurrgang..r lrort rilt,



2003, the central governnrent drnftcd new [uel
efhciency standards thal are stricter Ihrn thosc
in place in Europe and the Unitcd Statcs.

In addition to thc rertrittions oD lirrciSn
eqtritv invcstnrent in .ruto nratlrrfucturinB vcn
turcs, the governnlcnl also nririnlitirrs othcr con-
t()ls over thc industry's devclopnrent. A reccnt

Fono IS BUILDING UP A SUPPLIER

BASE LOCALLY WITH THE HELP OF

SEVERAL OVERSEAS- BAS ED

SUPPLIERS, INCLUDINC LEAR

Conr,. AND VrsrEoN CoRP.

exarnple is the long-dclayccl rclease ol rcliula-
tions on nonbank auto financing. 'fhough

Chirrat WI O comnritnrents required th.lt for'
cign auto linancing serviccs bc pcrnrittecl iD thc
hrst yeir of mcnrbcrship, regulations werc not
rclc.rsed until Novemhcr l{10.1. Anri thr rc,.1uirc-

rncnts f()r establishing such entitics are stee'p, as

is typical of PRC rcquiremcnts for thc establish-
merrt of forcign-investt'd financial services 6rms
generally (scc p.l0 ).

All this woukl st'enr to botle ill tbr tbrcign
aukr investors'prospects in Chini. Ilut at thc
sam!'tinre that the govcrnnrent has nr:rintaincd
strict controls on lbreign investmcnt, it lrrs
rcdr.rce<i imporl tariffs on autos (though it still
nraintains a spccial liccnsiog slstcnr firr clcalcrs
of inlported vehicles) Lrnd has alklvetl sutrstan-
tial foreign competition inkr thc market. Ford s
'lyack comnlent.d thal in 2001, thc 60-odd p.ts-

sengt'r car modcls sold in (lhina rvt're bascd on
internationitl dcsigrts. I his cnlblcr errntP.tnrcr t,r
irchicve ccononries of sc:rlc in nralcrials, hc
c'xphins, which benc6ts bolh lht' conrpanies .rncl

the ronsrrnrers.

wcstcrn cilics irs rvcll. ln.ld(liti()n to Chongrling,
Ford dcalcrshiPs arc cstablisheLl irr ()hcrrgclu, the
iirlil.rl of Si(hu.ln,,rs rrrll .rs irr Krrrrrrrirg,
Yunnan; Llrunrcli, Xinjiangl \\'uh.rn, Hubei; anLl

Chang,shl, Hrrnan.
For salcs in Shanghai Lrnd llcijing, lroth l[rrrut

900 nriles away', Ohangan Forcl ships cars by
rivcr 1() \lthnn, rr'hcrc thc,v rlc lrr.rekcd to
Bciiing or Shrngh.ri. ln tht'casc of Shanghri,
sonlctirilcs tha c rs arc transshipPcrl down the
Yangzi. Ford also sends clrs bv truck to
(iutngr.long. ln firct, (iuanEqzhou is nrorc thrn
100 miles closcr lo (lholgqing thnn to
Shanghai nrcaning that Ford nrav be rrn an
evcn plaving t'ield rvith Slraughai-nrade nrodcls
for salc in th:rl city.

lyack c\pl.tins lhit lhc highcr trnos|r)rt.osls
ofshippinrl to thc cr'.r\t- .rrJ i,l hringin!, prrl\
tionr thc coast inland-arc oflict k) sonlc dcgr..
by Ohongtling's Iowcr opcrating c()stri c()firpnred
to coastal citics. Sonrc raports eslin'rnte thilt
rvirgc' irr Sh,rngh.ri arc trviic.rs high.rs in
Ohongqing, lirr ex:rnrple.

About 70 pcrccnt r)l thc lricstx's pirrts xrc
sourced tiom within ()hirra. Sonrc parts lre lionr
Shanghai's intcrnational srrpplicr basc and olhcrs
lre lionr I'uiian and elservherc on thc coirst.
lncreasinglv, thorrgl'r, parts arc c<rming lionr
Ohongqing itsclt. lirrcl is building up .r srrpplicr
basr krcallv rvith thc hclp of5(1,c.11 ,,rar...*-
bascd suppliers, including I-car Crrrp. antl
Visteorl Corp.'l\,irak, rvho r.to Visleolr's ol',err-
tion in Shanghai lirr lirur vears belirrc hking on
thc (lhongqinB proiect, cxplains that Iirrd hrs
"nrarrirtl inic'rnational conrpanic'r .rnd tcchnolo-
g,v rvith local (ost slruaturcs" i \i'cstcr n ( lhina.
Irorcl's chairmln anri (lFlO, Willianr (llav lirrLl ]r.,
rl,ccntly irnll()u cc(i thnt thc a()m|nov mirv
sourcc ls nruch ls $l billion in parts lionr Ohina
rtext ycil r.

Still, sonrc pnrts must bc inrportr{ k) (lhinn
for use irr (ihangan Ford cars.'l he lric:ita aon-
lains a lapanese autonrntic transnlisst)n,.ls wr'll
ns pnrts tionl lilrropc and llrau il. l'hc ]\lon(lcrr is

built lionr irnporterl knockecl-dorvn vchiclc kits.
All ol thcsc'rnust cornc in by vcsscl. Ii)rtunnlclr,
lhe 'hillrncols h.rv( Jir((l ( st('nr\ (llj.rr.lrr(( in
(ihongqing. Ilul it will be sornc tirre bcfirrc
oceangoing vesscls can go lrrtht'r up thr'\irngzi
than Nanjing, liangsu. lrrr thc near lirturc, ship
nrents bound lirr (lhongqing nrust lrc trlrrs-
shipped in Nanjing.

Changan Ford
1-he jrrinl vcrrlurc cntpl()vs 1,60{) wl)rkcrs .rt

lhc 5{),{X)0 nrr llnnl, which w.rs [rLrilt irr I.t
nronths ancl rrtich l.runchcri both thc Ficst.r.rnrl
Ilondeo witlrin tr*r vclrs. lhc sitc inclLrtlcs.r
bodv shop, p.rint shop. lin.rl .rsrcnrblv l.rcility.
tcchnical dcvclopnrcnt ccnlcr (rvhich rvolks on
intcgrlting ancl Ioc.rlizirrg 1,r'oclrrcts) anrl .rn
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Silver linings
I)espile the.onsiderablc constrnints on its

hrrsincsr, FrrrJ h.rt rrradc srtrrt, hc.rrlrv.ry irr c,rlr-
fronting its challenges in wcstern (Jhina. lt hc'lps

that lhe.ofipany cirr tirke irny problcnls dire(tlv
to thc k)p of thc ChoDllqin8 governnlcrtt, lhnrtks
to its positi()n as onc of the city's leading lirreign
investors.

By thc entl of 200-3, Ohrngan Ford had estatr-

lished about 38 rlealerships and authorizetl a

total of 60. Most irrt' in the nrajor coastal citit-s,
but the vrnture has dealcrs in nrost o[ thc nraior



JdnlinistrJti()n building and cantecn.'lhrec
executive\ lion) cnch pirlner o\ crscc tha ioinl
venture. 

_l-he 
nranagcmcrrt collsists of around 50

strff lionr Changrn irnd irbout 60 lirrcl ':nrplov-
ecs-two-thir(1s expatriates .rncl onc-third
Chincsr' rvho hnvr rr'loc.rtcd lront tlcijing.'l hc
rest arc local (ihorrgtling residents, 650 of whon')
rvork cithcr in administration or tcchnical devcl-
opnlcnt, nnd the rest dividctl nlore or lcss cquil-
ly irnlong thr otlrcr thrcc f'ncilitics. lhepl:rnt,
Iikc other rnajor lirrcign joint Yt'ntures, is built
lo tha \ante qualitv nd cnvironmcntal stan-
dards ls Irord's plants around thc rvorltl.

-Ivack 
riescribcs the stafl as 'highly t.rlented

anci cagcr to lcarn." For instancc, at thc stnrt, the
English-hngu.rgc ability of the .rver.rgc
( h{,n8qinB re.i.lcnt itttcrr icuctl Lrr a l,rsiti,,tt .tt
(ihangirn Ford wls below the tvpic.rl lcvel lirund
in Shanghai, trut onlv tur) ycars lalLr, the lnn
gr.ragc skills oI thosc hired hlve rn()re than
caught up. l lrc joint v(-nturc inrported trainiDg
(\lcrls lo lcirih.rnJ Ir..rlizc the ]r:rJ,1'('1.r1i1g
svstcnr. (i)mnrunicilting Ford s pr()cess, con-
t()ls, itnd procedures kx)k morc thnn 100,{)00

hours ot training, bclbrc thc 6rsl Fiest,r rollc'd off
thc linc. Irrdccd, on the lsscmblv line alonc thcrc
irc threr qLralitv-corrtrol chcckpoints to c'nsure

thc nranuf-acluri,rg quality and cve'n thc'con
strmcr's view of the linll c:tr.

Sealing the deal
Irord firccs thc slrne'chlllcnges irs othcr krr-

cign-inrr\t.(l (rrnrrkL.r\ irr t hirr.r,rpcr,rtirrg irr.r
governn)enl-dire(tcd industrl' that docs r!hrt it
..rn to prorrr()tc its honrcgrrrrvn conrpirnics. Ilut
ils l()cali()n in rvcstcrn (lhinr nlav llol be rs
nluch ol n clisaclv.rntlgc'as it nright appear,
lrti.rrr.c rrI l]ci jrrrg'. .L,rrlrrrlrrlt.nt t,, thc k l.tr,)n
.rncl the llre.rdv signi6cunl increasc in produc
lion costs in Shanghai lnd othcr coastal citics.

Ycl cirrnrakcrs are already cxPcriencing thc
slir11dilrd chnracteristics oi thc countr),'s aon'
sumcr rn;rrkct: dcntitntling consunr.'rs, lalling
priccs ar nt'rv nrodcls tlooti thc nrarkct, b.rttlcs
firr nrarkct shar'c, artti ir dct)ntc ovcr whclhcr
tltcsc frirc rir,rps irc lh( r(\trll i,l'ov(r(nlJ(ilv.
A.counting lirnr Kl)l\l(; estinr.rtd thi prsscn-
gcr cnr .npn.it)'irt thc cnd of 100-l rras al)oul 1.7

rrrillion, rr,hile total unils sl)ld lion) Jlouxrl
lhrough Octobcr f00-1 inrounlecl lo only l.(r4
nrillion units, lccorcling to Aulonrotivr'
llesourecs Asia. Sonrc cstinralcs projaat nuk)

I,ro(lrr.lr('n LJlJLrlr \{ ll r(.rah lllr)lilli(!I llnrl\
lrr' l{tll}..\rr.rlvstr lrrrilll oUl th.rl \U\h i.rP,r.il\
ligurcs ignore the tlct thirt of (-hi[a's n']()re than
l0t) aulonrlkcrs, onlv a ltrv-mostly thc largc,
lirrr'ign-invcstr'cl t'ntr'rpriscs-produ.c olorL'

llun J0,0{)0 unil\ and thus ha|c thc etononrics
ol'scalc Io [T c conrpctitive in thr' long rLrn.

lvlcanr,,hilc. 10,(xx) ( ihnngnn Ford Iicstas irncl

Nlonclcos rollcti olT thc r'frotless.rsscnrtrly linc in
l(x):i. nnd snlcs hr (-hanqan Ford.lcalcrs arc \'cll
undrr u.rv itcross (lhin.r. _lir 

cnsurc thc prodrrcts
apptaleLl to Ohinesc dlir,ers, thc conrpanv nrodi-
ficrl thc lirropcirt dcsigrrs on whieh lhc llvo

Fono FACES THE SAME

CHALLENGES AS OTHER FOREIGN-

INVESTED CARMAKERS IN CHTNN

THAT MUST OPERATE IN A

GOVERNMENT-DIRECTED

INDUSTRY THAT DOES WHAT

IT CAN TO PROMOTE

HOMEGROWN COMPAN IES.

(lhina nrodels arc bascd. li)r c\anrpl., unlikc thc
I.-1- and L6-litcr ficslils sold in [:rrrope, thosc

I'rrr.hr.eJ irt ( lhinir .,rrrrc rr itlr iruhrnt.lti! tr.rrt\
missions. 'l hc fiestas also ucathtrtd r half-nril-
lion-kilonreter,.iurabilitl' test anci untlerrvtrrt
suspcnsion.rdjuslnrenls l() t kc l'R(l rtud concli-
tions ink) irac()unt. And the complnv has taken
notc oI Chincsc color tnstes-ol lhc sc!cn colors
of lriest.r.rvail.rble, gol(i is .rppnrc'ntl)' th!' most
popul:tr inlong (lhincse.ilr buycrs. l'hcs!' n'rodi'
licntions arc not cnough to scal thc dcal;
(:hrrngdo li)r(l dealcrs rrust work hardcr than
tlealcrs in nrorc dcvclopcli aulo nrirkets, says
-lyack, 

becausc of thc rn* ignornncrJ' nboul thc

I,roduct.
lltrt rrs (lhinesc car [ruyers learn n]orc al)oLlt

Ihcrr r)pli()rr\ ir) llll ill.rr'.r5rnEly (()n]fetltivc
nrarkct. Chlngan lirrrl can r'xpcct to la(c thc
srnrc lcvcl of intcose scrutin\' of its cars bv sta'
tus' ilrrd qualil,v-conscious (lhincse consurrlcrs
irs protiucers in otht'r industrics havc tirccd ir'r

China t'or ye.rrs. 'l he nbility of li)rd c.rrs to stilnd
up t(, rhis scrutinv mi,v ultinr.ltcl) d.lefininc the
conrpan,v's suecess in (ihina. ;'
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TA)(AT I (, N

The VAT \Yr)lit'e':t
t'ejytnl ,:it

RefUnd u'tti,,uy

:Lv V-\f

,)l)f pruiit:-l
-4r)!?J

Effict
Matthew Mui and Kelvin Lee

hina has refunded part or all of the value-added tax (VAT) on

exports since 1994. But in recent years, exporters in China

often have not received their VAT refund promptly. Though the PRC

government does not intentionally delay export VAT refunds, govern-
ment refund budget shortfalls are causing late payments. According to
the [Vlinistry of Commerce, the amount of overdue VAT ref unds hit Y160

billion ($2O billion) at the end of 2OO2. As a result, many analysts have
predicted major changes to the export VAT refund policy to reduce the
refund rates to a level that the central government can afford.

Another reason the government has decided to reduce the export
VAT refund rates may be soaring exports-up 32.8 percent in the first
1O months of 2OO3-which not only increase VAT refunds, but have

contributed to persistent trade surpluses \ /ith major foreign trading
partners. These surpluses, in turn, have driven international pressure

for renminbi appreciation (see the CBR September-October 2oo3, p.5).

One of the u/ays to relieve this pressure is to lou/er export VAT refund
rates, \Nhich rnrould indirectly raise costs of exporting from China and

thus shrink trade surpluses with foreign trading partners. All exporters
based in China must think about ho\ / to adapt to this increasingly
tough tax environment.

ilaltiow Mui is partner, snd
Kclvin Llo is China Kno\,vledge Management senior managec
at PricswatsrhouseCoopers in Beiiing.
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Indeed. thc State Administr:ltion of Taxation
and lhe Ministry of Finance jointl,v issued the
Notice on Adjusting Export Tax Rcbate Rates
(Cai Shui [2003] 222) in October 2001. The
notice, which took effect on January l, 2004, sets

out four different treatments ftrr various types
of gtxrds. Unlike the past tcw adiustnlents,
which increased export VA1 refund rates nearly
to a full refund of l7 percent, this adjustment
reduces export VAT refund rates by an averagc
of 3 percent to l2.l I percent.

l. Export VAT refund rate unchanged
O Agricultural products currcntly entitlcd to
refund rirtes of 5 percent and l3 percent;
O Industrial products processed liorrr agricrrl-
tural rarv materials currcntly cntitled to a refund
rate of l,l percent (exccpt goods listed in points
-3 and 4 below)i
O (ioods currently subject k) VAI nt l7 percent
and cnjoying a refund ratc'of l3 percent (ercept
go()ds listed in points I and 4 beknr,)i
O Vesscls, vehicles, ancl their major parts;
nunrerically controlled nrachines, etc. currently
entitled to a l7 percent ref'und.

2. Export VAT refund rate raised
ExPort VAl reltncl ratcs firr rvheat flour,

rrraize tlour, cuts of ducks or goose, ctc. will rise
lronr 5 percent to l3 percent.

3. Export VAT refund eliminated
(iertain sailrce natural resources and orcs.

such as wood, wood pulp, goit hnir or skin, eel

fry, rirrc nrctal ores, graphite, kerosc'ne, rlic,sel

fuel, and lubricatirrg oil, are nol cnlitled to an,v

erport \'Al relirnd rrndcr the nerv policv. l he
notice nls() terminatc$ consumption tax rctilnds
on goods such as diescl lirel.

4. Export VAT refund rate lowered
'l'hc' 

nc,u, polio' reduces c'xport VAT refund
ratcs lar ccrtnin typrs ofgoods (.rec lhble, l).

Hornr big is the impact
of such a reduction?

-Ihough rctlucctl cxport \'Xl rcliln(is nrn)
incrcasc rrr r-xportrr's ()pcrnting colts, iust horr
big thc inrpact rr'ill bc is not alrlirvs clcar.'lhc
irrrp.r.I..rrr lrc..r1.ul.rt,.J usingthc c.lLr.rtr,rrr
bclorv:

VAT Payable
= Output VAT - (lnput VAT - Noncreditable
& nonrefundable amount)
where
Output VAT is set at zero Ior exports. and

Output VAT : Domestic sales amount x VAT
levy rate

Unlike the past few adjustments,

which increased export VAT refund

rates nearly to a full refund of L7

percent, this adjustment reduces

export VAT refund rates by an

average of 3 percent to 12.11 percent.

Noncreditable & nonrefundable amount
= IFOB value x (VAT levy rate VAT refund
rate)l - lvalue of tax-free raw materials x
(VAT levy rate VAT refund rate)l
The Iree-on-board lFOB) price includes costs
such as profit margin, overhead, labor, and
other materials.

Exempted, credit, refund (ECR) limit
= (FOB x VAT relund rate) - (Value of tax-
free raw
materials x VAT refund rate)

ECR acts as a cap on VAT refunds. ll VAT
payable is negative, the amount relunded will
be either the absolute value oI the amount of
VAT payable or the "ECR amount," whichever
is less.

Case l:
Firm entitled to a full export VAT refund under
old rules

(i)mpany A marrufactures in China and
cxports all of its products rrverseas while
inlporting l0 percent of its rarv
materials

Table 1 : Reduced Export VAT Befund Rates

Typss ol Goods VAT rotund r.les

i. Gasoline and unwrouqhl zinc I%
ir. unwroughl aluminum, ysllow phosphorus, elc 8i;

iii. Coke (of c06lland semi-coka (of c06ll, stoatilo
fluorspar, etc. 5%

iv. For goods not mentioned in poants l, 2,3, and
4(i), {ii}, and {iii}above, it:

a Curent export VAT refund r6tes are 17% or 15% 13%

a Currenl VAT levy and relund rate are both set al l3% l1%

Source Notic€ on Adlusting Expon Tax RBbato Rat€s (Cai Shui I20031 222)
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Value of locally sourced raw materials = 42
Value of imported, tax-free raw materials =
FOB value oI export = 100

VAT levy rate = 17 percent
Export VAT refund rate = 17 percent

Value ol locally sourced raw materials =42
Value of tax-free raw materials imported .,18
FOB value of export =50
VAT levy rate - 17%

Export VAT relund rale =17Yo

18

VAT Payable
:0 .42 x 17ok - Noncreditable & nonre-
fundable amount)
=0 {7.14 + 0)

= - 7.14 (tax refund)

wherc
Noncreditable & nonrefundable amount
= llOO x 117%-17ohll I'tB x \17o/o - 17%ll

=0
ECR limit
= 000 x t7%) l1A x 11%l

= 13.9

Case 2:
VAT refund rate reduced under new rules

All detrils.rre the sarnc as (lasc I cxcept that
th.'cxporl vdl rclind rilte is recluc('d kr lJ per-

ccnt.

VAT Payable
=0 ll42 x 1lohl - (Noncreditable & nonre-
lundable Amount)l
= 7.14 + 3.28 = -3.86 (tax refund)

wherc
Noncreditable & nonrefundable amount
=[100 x (r7%-13%)] 118 x (17%-13%)l

=3.24

VAT Payable
=50 x 17% - 1'42 x 17o/") - Noncreditable &
nonrefundable amount)
= 8.5 -7,14 + 0
= 1.36 (tax payable)

where
Noncreditable & nonrefundable amount
:50 x l17o/" 13Y.1 18 x \17%-13%l
= 1 .24

where
Noncreditable & nonrefundable amount
=lso x l17o - l7okl) - 118 x 117v" 17y"))

=0
(Note: Since ECR acts as a tax refund cap, it
does not apply when companies owe tax.)

Case 4:

VAT refund rate reduced under rtew rules
All details are the sarrc as (lxse -l except thilt

thc export VAI ret'uncl rate is rctluct'd to lJ pcr-
cent.

VAT payable
=150 x 17o/"1 - ll42 x 17yol - Noncreditable
& nonretundable Amountl
:8.5 17.14 - 1.281

=2.64 (tax payable)

ECR limit
= {100 x 13%)
= 10.66

Case J:
Firm entitled to full export VAT refund under
old rules

Flli B mrnulictures in (lhira and cxports 50
percent ol il\ prodrrit' ovcrse.r' whilc inrportirrg
30 pcrcent ()l its raw materials (assunring thlt irll
o[ lhem nre lnx liec mnterinls).

Case 5:

All raw materials sourced domestically, under
new rules

All rierails a|e the srmc as Cnsc,l cxccpt thnt
all rlrv nrllcrials arc sourccd donresticallr'.

VAT payable

=l5o x 17ohl I(60 x 17%) - Noncredit &
nonrefundable

Amountl
:8.5-(10.2-2)
=0.3 {tax payable)

(18 ! 13%)

Case

VAT Payable

IVAT Belund)
l{oncr6dit3ble &
Nodrelundable Amo0nl
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(7.141

{3,85}

2.64

hit rhe bottom

l. lm% export .r il)% tax-troe imponsd rsw matsrials + tullVAT rslund (17% rolund r8ts)

2. 100% erpod + 30% tax-fr8s imponsd raw marorials + 13% retund raie

3. $% sxpon + 30% tax-frgo imponsd raw m6terials + fullVAT retund (17% retund rate)

4. 50% oxport + g)% tax-fres imported raw materisls + l3% rerund rato

5. 50% export + 0% t8x-fres importsd raw matsrials + l3% r€fund rate

Not€: Val payabl€/rofundod is 6 cash flow impact, while the noncroditable and nonrslundable smount

Sourc6: Manhew Mui and Kolvin Loe

*n h,rt

0

3.28

0

1.28

2

Table 2: Case Summaries



wherc
Noncredit & nonrefundable amount
=50 x l17o/" 13ok) O x l17o/o 13"k1

In the meantime,

increasing the amount of

\''Al is,r tax that is passcd on to lhe cnd !us-
tomcrs drld alr'l bc collcctccl front thc'customers
Thcoteticallv, Do orre along the vrluc chain
r'xccPt the cncl cust()Dlers nccds to bcar lhc VAI'
burclcn. As slrch, iar pavablc/relirndc'd should
havr no c'lli'ct on thc bottonr lioc. Ilut it it is

trc:rtcd irs il noncrcdilablc ancl nt:nrefundlble
nrrrounl (N(-N R), \\'hich ir lrookeri as the cost ol
gurds sold, it is a rcal cost.

Counter measures
l'i.r\ed otl thcse hr'pothctic;rl c.rscs, it is clcar

thit lhr tar brrrticrr io thc rvake ol this rctluc-
tion ol ariport VAI rclLnd rates eln be, sulTstirn-
tiallv highr'r thrn bclirrc. 'lhc extcnt of thc
irr1ract clePcntJs grcatly on sirlcs nrir ancl rarv
nraterials sorrrcing. In short, thc gr('ater thc
txport porlion of lol.tl s.lles, the l)igger thr
inrp.rct will lrc. ltlorcover,;r conrplnv ntlv sut-ftr
.r l,iFFcr hit il it rclies rrn (lotr]esti( r.rw ni.rl(.fl.
.rls lirr rvhich pnrr ()ithc irrput VAl rvill bc dis-
.rlloscd and inclutlcd in thc N(lNR;rnrouot.

lir.rllcviate thc inrpact o, thc exPort VA'l'
rebltc re,.iuction, conrpanies must consider
n hat pcrccntlgc o[ thcir outPut lhct' c\port, as

wr'll as rvhirt |ortion of thcir inputs thcy
inrf()rt. E\l)()rt-oricntcd cntcrpriscs nrav rvish
lo ron\ider restru(trrring their opcrationr, dur-
ing fulure cxpansions, L)ossil)ll,scttirlg up ir sep-
ilritt. ilrnr li).using ()n c\port opcrnlions. An
olci but cllcctivc opcr.rtion rrrodcl-thc krll-
proccssing lirctorv,.r sct-up in which onc cont-
prnv (ontrxals pr()acssinq rvork k).1ndhcr but
rc'tirirs owncrship r)l thc rnilterinls.rnd Iinill
producls, c\cn aaross lrordcrs-nrlv be an
optir)n lh.rl c.rn t'linrinatc this hasslc. C)r, conr,
panic\ nrnv t{xnt kr c()nsidar nn)ving c\p()rl
opcr.llion\ t() rrl rrlJort-pr()acssiDll /onc.

ln Ihe nrcantinrc, incrcasing the lnrount of
inlP()rlcd r.i\\ rnatcrills sccrrrs kr bc tIg prq-
lcrrcd shorl lcrnr option to t'asc thc plin oI
tlllirrg cxport VAl lclirnd rLrtcs. Still, otlrcr f.rc-
lors, such as logistics and nrnnacsnl('nt cfl-lcicn'
cy, nray rvciglr rs hc.rvily as thc tirr l)urden,
erIct i.rllr' lirr rorrrlr.rnic. th.rt .unsirler inrprrrt-
ing r'.lv nrllcrials irrsterd ol sorrrcing locallr,.
(irnrpanics nrust pcrli)[nr i thor)u8h cost-l)('n
clit.rrr.rlrsr. tonritlerlrrq lhc\( r(\lnr(trrrilrt
idcas. t

ease the pain of falling

export VAT refund rates.

imported raw

seems to be th

short-term op

materials

e preferred

tion to

save travel save time save money

We specialize in providing the complete end-to-
end deployment and multilingual technical support

services among US, Japan and China.
Please call us loll free at 1 .888.615.9600. or vislt

us at web www,hitachisoftware.us
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. High Security
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lnspire the Next

r,or\rolr soNY

INTEBNATIOilAL VI DEOCONFERENCE

fHE CHINA EUSINESS BEVIEW January-February 2OO4

@Hitachi Software Engine€ring America, Ltd.



Paying the price
for skilled managers

(irnrpanics tacc a dilcnrnra. Ol eourst thc'v

want skilltd nranagcrs traincd to intcrn.ltiooal
\tJn(l.lrd\. l)ul srr thr thcir rdrrrPetitorr.
Rctcnti()n ot skillctl nrarragcrial strll-is n s.vcrc
prohlcnr anrong conrpanics in Chinl. And conr-
panics havr' oruch nt stilke nrnDv pilY ir l.trgc
portion, if not all, ol the .ost of thcir enrployccs
NItIA studies. (.onrpilnies rrrusl comc up rvith
rr-irls to kccp thcsc cruplo,vccs in rvlrich tlrcv har'.'

invcstccl so nruch.
Inecntivc plckagcs tirkc nranl' lirrms lntl

oticn inclurle bolh sticks irnd cirrots. The nrxin
stick trsed is.r coDlrir(t thJl recluires the el}tltloy-

The MBA Boom
Continued trotn page 27

Paying the \ /ay
All students nrc cligiblc lirr stutltnt kxns

tiom l'llC conrnrcrcill banks. Sontc schools havc
rurraugr.l ft,r .lu(l(rtl\ ti' r'lrlnitr l,'.rnr Inrnt .r

parti.ular birnk. For instancc, Shirnghai Jixok)r1g
stLrdcots crn horrow fionr Shangh.ri PLrdong,

[)evcIrpmcnt l']ank, whilc students al R.norin
Llnivcrsity in llcijing crn borrow tionr thc llunk
of (lhina.

l\l()sl pr()!,r:rnls ofli'r scholarshil,s lnd,rrvards
k) outslrndinB students aftcr sevcral courscs havc

lreen conrplcled. ElrlltA studcnts tend to hc llll,v
sponsort'ti bv their conrpanics, but nr(,sl aorilpa-
nies, rvary ol thc dillicrrlty ol retoining an MllA
gradult., orll)' pirrtinlll sponsor their cmpkrr'-
ces-Jntl rcquire lhlt they rcturn to thc c()nrpal1)

aftcr g,raduation. Sonlc emplovees, rcluctirnt k) bc
tit'd lo the c(nnpanv lhat has sponsored their
strulics, preli'r to piry thc'ir own wav and havc the
tiee'clonr to change jobs aftcr grirdu.ttiott.

The job search
Post-grarluation job plirccment seems k) l)e

Icss oIan issue for lVI llAs in (lhina than in other
countries, in pxrt bcaluse lrilnf of thc stLldants

rrlrerrdy holtl lirll-tirlrc positions arttl tlo not ncecl

to tind iobs rrl,orr grirduati(nr. Anolh('r factor is

(ihind's strong economy. As (ihina-l:uroPr'

lntcrDrtionirl Ilusincss School ( Cl'll RS ) N'lBA

Progrnnr I)irector (;crald Fr,vxcll put it,"\{e havc

certiinlv bL'llcfited lionr l)t'ing irr (ihina, which
has such a booming local ccononrr'. \\'e rvcrc ablc
to placc, all ofour 2001 grndultes lvithin lhrcc
monlhs of graduati()n. Morc recentlv, howe'vcr,

placcntent dot's seenr to be Sctting nrorc chil-
lengiog." (irarluates of schools in lcss cconrtnrical
lv Yibrant arcas ol (lhina rnll t-ace a longcr jotr

srlrch. And irs morc N{BA grndurtes llorv into thc

it,b nr.rrkct,rver thc rrc\L l(\v veirr\, (ompatilion
tirr the best jobs will undoubtcdlv incrcase.

ec k) remdin irt the company for ir (crtiin num-
ber ol years after cornpletinS a comPany-sPon-
sorcd l\'1Br\-the so-called "goldcn handcutli." lf
the enrployec lcavcs bcfbre the time is up, hc or
she nrust pny ir stiff line. 'l his approach <kres not
alwa),s work, ns nnothcr employer nray bc will-
inB k) huy out the ctrPkrvce's contract. lf this
happens, thc conrpitry nray not hirvc actuallv
losl money, hut it has lost vrluable timc ancl

eftbrt in training-and is oocc'again without a

traincd manager.
(larrots used includc bcttcr bencfits, such ils

highcr pal or .rrorc vicdti()n timt'. Ilut pickirges

that include i pronrotion to a position with sig-
nificantly morc'rcs;rr>nsibility and that convcv n

sensc that the cclnrpanv truly valucs the ernplol-
ee scern to be nrosl cffectivc (-reep.l6).

Another problenr conrpanies n:av face,

accorcling to Pitrick Po\,r'ers, dircctor of (:hina
operalions li)r the US-Chinu Busincss (louncil,

is jealousy anrong cnrplo-'-ccs who were nol cho-
\en tr) gel .rn MBA. lntern.tl ,.or:r1,(tili()n lo Fet
advlnce'd training can bc'licrce, and failurc kr
have a clelr selection proccss can lcad to bicker-
ing ancl bittc'rness anronpl staff who don't nrakc
thc dul. This cn\l,tends tti trr'rvorsc rvhen the
choscn employee has been scnt abroad tirr
schooling," hr' says, "but scnding bright, c.rpable

stafT to local l\lBA progranrs is still a gootl pcrk
for a complny's bcst statl. And when n cotrlpany
rrlJkes il clrar to thc cmplol'ee that it has a

cdrecr palh plannecl lirr thc cmplryee once he or
shc h.rs thc MRA in hdnd. retention lcnds to be

less ol a problt'm."

Next lessons: Expansion and
cornpetition

()utsidc rrf Reiiing and Shangh.ri, ofii'rings
Jr( Ilru(h .ilin]rncr, l)ul li'r( rE,rt ni\L'rsilics.rrc
beginning to olfcr l\lllAs itr the intcrior. lirr
inrt.rnic. Nlrssrruri.lr.r\ed \\i h5l(r I rtivcr.itr
recentlv set up a progririlr in Chengtlu,lrrcl the

Lhincs(' t'niv.r\rtv (,l Horrg Kong rs irrrpcr.tting
with Xi'an liaotong Uoivcrsity to cstablish irn

Fll\lllA coursc in Xi'.rn, Shlanxi.
lntcrest in i\lRA cducalion re'nrains strong,

thouSh aplTlicirtions lcll slightll in 200-l li)r the
lirst time sincc Chinn bcgin ofttring thc l\lltA
eotrnnce c\itnrination, or .ra(),,gs/rrl,rS,'rr-rlra
tiros/ri, in thc rnid 1990s. (1)nrpctition li)r the
best stuclcnls is 6ercc, prrticulirrlv in Bcijing.rnd
Shlnghai. ln thesc lwo citics, thcrc ttray well bc
sonrc consolirlttion undcr wny. Inrlccd, thc lirr-
eign partncr o[ onc ioint Progrant rc'vicrvcd lirr
this rrticle hirs suspcndt'd its progrrrrr in lleiiing
indciinitel'r'bccirusc it corrlr.1 not rccruit cnough
:tu(lcrl\. \u(h i,)l])l)('liliun ltr,rrrF t.hirrtsc
\1Br\ Progrrnrs is surc to intcnsili'ls ncr! pro-
gra,ns cnrcrge-k) the benclit ol botlr stuclcnts

and lhL'en|lovers wlrrr hirc lhertt. n
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WTO: China Enters Year Three

goods reache,,l th('ir linitl l)ouDd dut,v rlte on

Ianunry l, 2004. Nlost of Ohina's agricultural
proclucts rcirched thcir Iinal bound ratc on
Ianuary l, though import licensinB ancl quota
rcstrictions rcmain (scc laLrlts). Thc avcr:rgc
.r6riirrltrrrc l.rriff rr 2r){14 i\ I7 l)cr(cnt.

'lirit1.s on the inrport oI conrplete vchiclcs
tlroppei 1)n Innunry l,20{)4 k) -},1.2-.37.6 per'
ccnt, down from lnst ycar's tarilT ringc ()f

-lll.l-4-1.0 per..'nt.l hc inrporl quola firr autos
.rrrd rut,r fart. lolrls S It).19 hillion, n)ccting
(lhina's comnritIitcnt to rlisc thc 2(X)4 quola I5
perccrrt lrom 100-1.

'larifl.r on chenricals also fell substantialll-. As
pirt of its W]O conrnritmcnts, (lhi ir sigrlcd thc
(lhenrical IaritT Harnronization Agre'enrcnl,
which rcquircs it to lower the irve.ilge tirriff on
basic lnd intcrnrecliatc chcmical products to 5.5
pcrcent and 6.5 p.rcent, re:,pectivcly, by 2004. In
Jn ittten'rpt to mect this rctluircment. Olrinl
droppeci its tariffon b.rsic chenricill inrports to
z.ro, thus reducinS thc avt'ragc tariff on all
imported chemicals to 6.9 perccnt, down fron]
(ihina's prc-W'IO tarill levcl of 14.7 percenl.

'l-hc National [)evclopnicnt and Refirrnr
(i)nrmission (NI)R(l)has conlirnred that thc
inrport quota dislinction bctwccn state and
on\tatc lradcrs of processed oil was elinrinltetl

on Januarv l. Now lny donrestic cornpanv nlav
apply dirrctly to MOI-(jOM for irn import
pernlit.

As p.rrt trl t .hirtl r Wl t ) torttnr il rnerrts. six
(iltc6orics ol-Eoods were initially sc't asitlc as

"l)rrxlucts Subiect to l)csignatrd Trilding"-0
nrechanisnr by rvhich the listed goods would be
tcntprrr.rr rly urtrlc'r ( .hina's 'tatc tr.trling regrtte.
'lhir design.rtion rvill hc eliminaterl in ,vc,rr
tlrrcc, litrcralizing traclc in steel, ircrylic, natural
ruhbcr, tinrbcr, pl).woo<i, and wool. Sincc

l.rnu.rr,v l, (ihina has allowcd nonst.rtt' trirdcrs lo
J,rl il| rrrrrrrcrrrur I,ft'duats:'lrt)j.cl t(r irnl',,r1
licensin!i, inrp()rl ,.1uotas, ond inrport tcnrlcring.
lmp()rt quotd and liccnse rtquircnrtnts rverc lift-
ccl on gasolinc, tircs, and road tractors. Products
no Ioogcr subjecl to import t('nderirlg includ('
hullc[rzers, Printing rnachinery, nrlchinc trxrls,
sntcllite cirrth stntions, ilnd cir.uit l)rL'akcrs.

Nontariff barriers
'l hroughout thc flrsl two ycrrs of (-hirrir's

\\''l () mcnrbcrship, (lhinr's tarill-r!lc quotn
( lltQ) systenr on rgricullural products hns

,r(t((l,rs.l n(,nl:irili-h,rrrier,rrr irrrf,'r1.,'l li'r
cign agriculturrl goorls. Spcciflc birrricn includ-
e,.l coruplcx liccnsingl proccdurcs, llLrcalion of

Finding that WTO spirit
()bscrvers notc thirt China's re.unl W'lO

inrplcmcntation n.tions hnvc rcsted u ith agcn-
tics hcLrnging trr the (cnlrJl g,rvcflrnrtlrl irr

lleijing, not irt tlrr'local levcl as somc havc spcc-

trl.rtrtl.'l hc rrin,,h\lr(lc\ lo inrplcrnet]l.rti,,n
rrc 8{)vernnrent frotcctionisnr lnd induslry
protcclionisnl ritlher thnn a lack ol unclcrstand
ing or resourccs (s.. p.l5 ). lt is thus up k)
( lhina's ccrrtral govcrnn)enl to ill)!rlv prcssurc
intcrnally, if neccssarv, to nukc sure its year-
three (onrmilnrents irrc full,v inrplc'rncntcd.

Scvcrc acutc rcspiratorv synrironrc and the
.hange ol l')ll(:gr)vcrnrnent leadcrship nrav hnvc
(lrrl.llleJ l.hll1.l'. \\'lt) rnrllenrcnllti,,n rn vear

lw{t. li, lt me:rrrirrg,hrl, ( hirl:r'r irrrplcrrrrrrl ti,'rt
ir year three nrust rellcct the full trrn'rs nDd spir
it of(lhinl's WT() entry ngrecntenls nd ensrlre
that rDarkct.rccess is allowcd as negotiatcd.
llrough (ihina has moved lirnv.rrd on libt'rrliza'
tion in sorne of its sr'r!icr's conrnritmcnls-such
.rs lro,rk h tiril rrprnrli,rr .rntl l,rrrri\l .rEcr(i("-
its tcndene,v to dclay'rcgulations or rcdctinc its
corl1nritntr'nts particuhrly in arcas thal opcn Ihc
econonry broirdly kr lirrcign particif irtion, such
as in trirding righls anrl distribrrtion, do not
r.dssure comp.rnicj, th.rt (lhina t ill inrplcnrcnt
itsvc:rr-thrct'conrorilnlcnlsfullv. ;'
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Continued lrcn page l5
quota in comnrercially unviablc quantitics, lack
rrf transparencv in rulc setting, and ildoption of
r rguc or siicnti6cirllv srrsf cct phvtorrnitary
requirenrcnts.

Ifl response to .alls fionr W'lC) menrbers tcr

bring its.rgriiLrltural I llQ adnrinirlrati,,rr pnr-
cess into compliance with Url () rulcs, NlOF-
(:Olv1 and NI)R(l publishcd rulcs in September
2003 govcrning thc mnnagcrncnt of'IR()s fi)r
imported agricultural proclucts.'fhc regulation
is an inrlx)rtant stcp in addressing concerns
irbout trirnspnrency in Ohina's'l'RQ alkrcatiorr
procr'ss. 'tt't thc rulc docs not conlplctely rcsolve
prrrhlcms with trnnspJrcn(). (('nfornlilv to
international stanrllrds, antl asscssnlenl ()f
valuc-added tax, particularly rellarding whcat,
corn, lnd sovbean inrports.

Standards certificatiun lnd testing are also, in
clfect, barriers to inrports. (lhina docs not r.c-
ognizc'any testing or c.rtilication that occurs
outsicle of China. Inrportcrs must hilvc their
products retested in (ihina-a proccss that.an
bc prohibitivcl,v expcnsive. China also has yct to
implcrnent thc regulatory lianrework ncccssary
to alkrw lirrcign-investcd tcstinB and (crli6cn-
ti{'n ('r8nDi/Jtion\ to c,rnrluct L{rn[ormitr .]\s(s\
nrcnt services tbr the cirmcstic market,
Nlajority-owncd vtntures were k) hc allowed in
this area by no latcr than [)ccerrrtrer I l, 200J.



The Key to
Committed

Retention:
Employees

From compensation
to commitment

Ellcctivc conrpcnsation is onlv onc of sevcr-al

laetors that pl.t)'an inrlr,rrtant rolc itr cntplolcc
rctcnli()rr. 'l he hcnrl ol-rclcntion is long-ternr
enrplovee conrnritnrenl.

\\'hcn anllyzing rcttntion, it is inr|ort.lnl t()

distinguish bet* r't'n "satislictl" cnrpLrvecs and
"conrnrittr:d" cnrplrryc('s. (lcrtrirlly, il aonrpnny
Lrn rrrrk( cntfLr)(cs nl,trc s.rlisli(J lt\ r.ll\irrE
thcir salarics, rvhich rvill likch'eneour.tgc tltc
enrpkrvees lo slav lorrgcr.rt tlre job. llut whal
happcns when rnothcr eonrpany oflirs thcnr
cvcr) nlorc nronc)'? |nrpkrvccs nr()livnted si,ul)lt
bv rloney will lcavc; thosc who arc truly conr-
t,tlitte(l to thc organization.rre nlrrc likely to
sl a\'.

'I'hus, compcnsation can he consi,,lcrcrl a

kind ot "hvgitoc" issuc lirr contp.tnics. ( irxrtl
hvgienc is sonrcthing lhrt no onc noticcs unlil
il's abscnt. It is thc sanrc ti)r conlpels.llion. ll'
)'ou hive n 5ubst.rndirrd (onrpen\.lti{)n svstcnr,
cvcrl'oue rvill noticc and cnrl,lovces rlill lcavc

thc i0rrll.lrr). lllll h.rvIr!,.1 \lrirog (ortrl\'rl\.tli,,rl
progranr,.locs not.rlrvnvs lc.rd to highll conr
nriltcd cnrplovccs.

Continued frcn page l7

O Pay differs by entity
In the plst, srlary levcls in (lhina hirvc variccl

hy enlily, with rcprescnlativc oliccs (ROs)gcn-
crrlly rrffcring the highcst srl.rrits, lirllot'cd by'

wlrolll' Ibrcign-owncd enterpriscs (WIrOlls) and
then ioint venturcs.'l'his trcnd will likcly con-
tinuc, though rrcenlll top-lcvcl \\'li()[i cnlpl()r'
t'cs havc trccn carning highcr salari(s th:ln thcir
counlerpilrts in I{Os, a reflcction of the
dcnuntls placcti on lop nranagrnrcot nl \\'FOF-s
k) turn a profit.
a fromestic competition is on the rise

l\lost tirrcign conrpanier operating in (ihina
h.rvr.rr.urrrcd thJt th,rr h.rre.rrr.rdr'.rrrl.rE. irr

nttra(ting dnd rctaining cnlpl()yrcs lrccarrse ol'
their slntus ns lirrcign conrprnics- Thrrug,h
workittB f,,r'.t lirrciEn contf.ttrv i. still prcsti
gious.,.l,rrrr. st ir,.,rrrrp.rrrics .rlc bcginnin$ trr

olicr highlv conrpctitivc salaries along rvith
thcir traditional advantirgesi providing nrore
\cirrrc (nrPl,,ynrcrll { Jonrc.li( (rtrtrl\rrli(.,rr.'
lcss likcll to 6rc iro cnrplolcc)itotl a ntorc
l.llnili.rr r'r:r'prrr,rtc r Lrltrrre. l',rrciEo .r,rrtp.rniet
als,' h.rrc.r.lilliiult turrc 6glrting, the p(r((pli,tn
thirt thcrr is i Sliss.ciling lirr (ihincsc st.rfl,
especiallv rvhcn top nrnnngcrs irr (lhina and
arounrl thc rvorld lrr: not (lhincse.

linrplovec conrnrilmcnt \rirs one oI thc
l1'trrt(,'hirlrr surver"s kef lrers o[ lircus."lhe sur
v0y's qucstions wr'rc dcsigncd lo cxrnrinc whirt
nlotivntcs crnplov!,cr t() stn! Jt n conrpan!', rvork
hard, and producc results. (i)nrn'ritment ll]ea-
surcs such intangibles as prirlc in thc conrpany,
bcliel in its loDS-tcrnt \ucccss, irnd whethcr
enrplolc'es would recorlrn'rcnd it is ir place to
work.

!\'.rtson \\y.rtt r gl<rh.rl rcrc.rrth hr' l'n'is-
tcntlv shown a high correlalirrn hct$,ecn
enrplovee cor'nnritntcnt and aonrpilny sua(css.

In l.rct. thc lltc.t rcsear.h shr'rv. thirt e,trrrp.rrrirt
rvith highl,v conrnrittcd crrlploycc\ h.1\'e n 200
pcrcent Srcdter return kr shareholdcrs ovcr
thrce ycars than those whosc enrpl(),vces \ho\{c(l
low conrn'ritmcnt. lhe inrplication ol thcsc
:lJlisli(s i\ (l(.rr: in.rrirsirrE rnrfloycc t,,rnotit-
mcnt hns a re:rl, pusitivc inrpacl on thc holk)nl
linc.

Dri\/ers of comrnitrnent
Sincc conrnrittetl enrployccs are critical to.r

\i)rr|.!rrr'\ lr)n$ t( fl r \lrr L(\\. !'rr)l|.lni(\ rtlrrrl
clclcrnrinr'llre kev lilctors thnt [ostcr cmflovcc
c()nlnlitmerlt.rld fircus () thesc.rrcns. \\'.rls()rl
\tlatt has lirund thnl nrnn)'lrcis rllecl crnplov-
cc i()rrllitnrcnl. Bclorv are the to1, livc lirctors
nrost eLrscly linkeci to irn corIl()!,te's lcvtl ()l'
a()nl itmcrll.
O Clear communicatiolr

Iinrployccs vrerc nrorc conrnriltcri lo lhcir
cornpanv r^ hcn the)' felt tl'rrir cornp.rnv conr
n)uniciltcd clearlv arrd clltctivclv rvith thcru
abrrut busines:' goals, th( stcps t(, achir'vt thosc
qo.1ls, p('rlirr nt.rn(c irilcrir. .rrr,l .,t,rrrl,.rr\,rl i,)rr.
O High job satisfaction

Irtrtl'Irrrc. s h,r ..rrn thcir rt'r'l .t. tttcirtrittF
firl and n ho li'lt a scnsc ()l- .lcconrpli\hnr(nl nl\()
exPressed highcr cornnrilnrent lcvcls.

O Inspired leadership and management
Enrplovccs rr'crc nrorc conrnrillcrl io cornlr.r

nies tlrat phrvirlcd cfftctivc lcldcrshil, arrr.l nr.rl-
ng,cnrcnt nl.ln.rg,cnrant thnl dcn)onstrrlc(l l()
sorkers thill Ih( a() lpirriy r!Jn1:' to rttlin thc
lr(\t \l.rll .rnLl rrotiv.rtc its crrrf['r'c(s li'r'srrr

O Effective performance mana8ement sys-

(,)nrf.rnie\ thrl (rc.rt(d.lcar,,'hicttirc plr
lirrnrancc rnlnrgcnrrnt l11)gr:trlrs th.rt instilletl a

"p.ry li)r pcrti)rnl.lnce" philosophv in lhc ()rgn

nization also h.rtl highcr conrrnilrrlenl lcvcls.
O Positive work environment

ljinally, crrrployecr wcrc nrrrrr conrrnitlcd lrr
organi/irtions lhxt thc\' Irlt (rcJtcd.l sJlc,
ht'rlthv rvorking r,nvironrnent and providetl
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thcm with lhe kx)ls th.rt the,v nc'eded to do the
job well.

'Iivo arcas that are often cited as kc,vs firr
relcntion in Chirrn dr( conspi(ur)rl\ly misrrrrg
from this list-.orr1p('nsation and training and
deveLrpnrcnt. ln fact, hoth of these arc'as wcre
listcd as to;T reasons why emplo,vees would
choose to le'ave their conrpanics. Bul, as men-
tioned ahove, it is essential to distinguish
betrveen pro6lranrs that incrcirse short-term
enrployee satislaction from protiranrs that li)stcr
long-ternr comnritm('nt. Conlpensation and
training and devclopmcnt arc inrportant but
will not increasc cmployce .ommitnrenl bv
thcDrselvcs.

The holistic approach
(i)orf.rnies {)|erilting in tihinl nlusl look al

h()w to nllrrct, rrtilin, and hrstcr long-tt-ror
.onlr'r1it11)c'nt in their t'nrplovccs holisticallv
thcv must arcitta il conrplctc systenr that linds

thc particular lnix of prioritics that will encour
flgc cnlPloyees to stay and to work productively.

\\'ntsorl \\'yatl's research shows that conrpa-
nies that succeed in Chilta do so by inrplenrcnt-
ing trvo nrlrn str.rtegics. Firrt, lhe\e (('mp.r)ie:'
build a firundation by cnsuring that they pro-
vide corlpctitivc salarics and training opportu-
nities lbr their emplol'ccs. This provitles a stable
environnrcnt that ensures that mosl cnlplo),ees
remain. Second, compirnies brrild on this firun
dati,rn by tircusing oD l.)r)B tcrrr cr)n)n)ilrn(' t

to thc org nization. This should include a

revicw ol'thc cornpdny.. polici<r art,l pr.titrc.'s
in the 6ve drivers of conrmitnrent listed above.

l)oing husincss in (ihina will continue to be

challenging for all companies, l)oth forc'ign and
donrcstic. (lreating an tlll. system that addresses

all ol the flctors relevant to retcntion and fi)s-
tcr\ l()ng-tcrm ronrmitnrent t,) th( (,rgJniznlir)n

ir ccntral trt any lrnrpurry s k,ng,-terrn rr:ttcrs in
(lhina. t

Continued from page 23

A path for ernployers
ln a clinratc rvhcrc lirll enlirrccnrcot of latror

lans is still thL, cxcepti{nr rathcr than lhe norm,
it is not difficult li)r irn clrploycr k) stilnd out
sinrpll lTv inrplcmcnting sound industrial rcla-
tions policies rvithin thc workplarc. 'l hcsc poli-
<ir's nrust involrc AenLrirrc w()r kcr rcpres(nlJlion
if thcy are to succccd in hcacling otl legal prob-
Icnrs. This lnay nrcan wuking with local levcl

A(ll:'IU branchcs or, givcn thc uniorr tedcrr-
tion's linritirtions, helping workcrs to li)rnr lheir
orvu gricvancc or bargaining cornmittccs. Sincc
nrosl of (lhina s rvorkcrs lack cxposure to these

.on.epts, good policics irrvolve inviting outside
ex|crls, su(h as thc ll.(), lo t)rovid!'lririning li)r
thcsc c()nrnrittccs.

I inll['. c,rrp,,rati,rrr' Inu\t llr)d t\',tv\ 1,, in\i\l
thnt thcir vr'ndors dnri supplicrs in ( lhina .rbide

by lrlsic labor laws and international ldbor stin-
dards. Codcs of condutl and privatcly hirc'rl
monitors will be inefllctive as krrrg ns therr is no
rcal threat of sanclions for noncomplianct'. At
least one tJS-basccl retail corporation has tdken
thc i11novltive stcp of including a lab,rr rights
clausc in ils letter of credit nrrnngenrcnts with
dircct suppliers not onl)'in (lhind bul worl(l
widc, creating thc real threat ol non p;rynrcnt if
thc'supplicr violittcs thc stirndirrds. Ilctter still,
conrpirnies nright includc such langr.r,rge in their
contrxcts with br:th suppliers and vcnclors, with
J (lJrrsc sinrildr to that rcquiring arbitr.rti,'n rn

thc' casc of conrnrcrcial disputcs. Thc push liorrr
bclow tor bt'tter lcgal implemcntation is only
lrcgirrninF t,: g.rirt rlr()rrtcnturtr. ('onrPJni(\ (Jn
g.rin ruthcr than lose tionr thcsc changcs, if the,v

are willing to prrsh fronr at,ovc. i
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SalgS and lnvgstment SEPTEMBEB 16-NoVEMBER 15,2003 conpiled by tsaac cheng and Doris Grage

The lollowing tables contain recent press reports of business contracts and negotiations exclusive of those listod in previous issues. For the most
part, the accuracy of these repons is not independently confirmed by fhe C88 Contracts denominated in foreign curlencios are convensd into US

dollars at the most recent monthly rats quoted in ths lnternational Monetary Fund's lnternational Financial Statistics.
Firms whose soles and other business arrangements with China do not normally appear in press reports may have thsm published in fhe CBRby

sending th€ information to the attention of the oditor.

Abbreviations ussd throughoul text ABC: A0ricultu16l Banl ol China; A0B: Asran oovelopmenl Eank; ASEAN: Assocralion o, Soulheasl Asr.n Nations;AVIC I and lli
China Avialion lnduslry Corp. I snd ll; 80Cr Eank of Chinai CAAC: G€n6ral Admrnistration ol CivilAviataon of ChinE; CATV: cabl6 t8levision; CCB: China Consruclion Esnk;
CCTV: China Central Tolevision; C0B: China 0evelopmsnt Bank; CDMA: code division multiple access; CEIEC: China National Electronics lmport and Exporl Corp.; China
Mobilsr China Mobile Communlcations Corp.; China Nelcom: Chrna Nalcom Co.p. [td.; China Railcom; Chrna Railway Communicatons Co., [td.; China Telecom: China
Tslocommunications Group Corp.; Chrna tJnicom: Chrnd United Telecommunicaions Corp.; CIRC: Chin6 lnsuranco Rooulatory Commissron; CITIC: China lnternational
Trust and lnvestm€nl Corp.; CITS: China lnt8rnBlronalTrsvel SE.vico; CN00C: China NEtional otfshor€ 0il Corp.; CNPC: China NationEl P€troleum & Gas Corp.; C0FCo:
Chin6 N.tional Coroals, 0ils, and toodstuffs lmport and Expo( Corp.; CoSCo] China 0cean Shipprng Co; CSFC: Chioa Securities Bagulatory Commrssion; 0SL: 0igital
SubscdbsrLino;EToZ:6conomicandt€chnologicaldovelopnenlrone;6SMrGlobalSystsmlorMobiloCommunication;ICBC:lndustrial6ndCommsrcialEankolChins;
lli information technologyt LNG: liq!ified natur8l gas; I\rllr l\ilinistry o, lnlormalion lndustry; MoFTEC: Mininry of Foreign Trsde and Economic Coopsrrtion; M0U: mom-
016ndum ol underst.oding; NA: nol availablo; NoBlNCo:Chin8 No(h lndustrias Corp.; PAS pemonal accsss system; P80C: Poople's 86nk of Chinai Pstrochina:
PetroChina Co., Ltd.; BM8: ronminbi; SARFT:Stste AdministrBtion ol Rsdio, Film, and Tolevision; SEZ: Special Economic Zone; lmport-Erport Corp.; SIN0PEC: Chins
Nation.l Petrochsmic6l Corp.;SINoTRANS: China N.tionalForoign Trodo T16nsportation Corp.; UN0P: Unitsd Nations Dsvelopment Prooram; SME:small and modium-
sirod ontorpriso; WF0 E: wholly foroign-owned enterpriso

INVESTMENTS IN CHINA

Toyota Motor Corp. (Japanystar Group Ltd. (Hong Kong)
lirrnrcd lurtn.rshiplopnrtlLrccsix weeilvprinrr' lim.(:hin.s.
ttl$irit,rr sho$stncour.rsins.rrorn.r\hif ll/(1.t.

CMP Asia, a suhsidiary ol Urited Business Media plc
(Ul()/Bolognatiere SpA (ltaly)

lirnrcd ,oinl ventLrn, Ctrll' SiDr)crfo,lo (,rg.rnizc luo mrior rnnu.rl

lr.klc fii15 in Sh n$hJi.(l t :6)0. ltrlyi.l5r',,). S-l.l Irrillion. l0/01.

China Henan lnternstional Cooporation Group Co. Ltd.

\\tD conlrJct liom Zaml)ixls slarc power ulility Zcs.o l.ld.lo brild u

po\\'crsub\tlli{)Drl Kan\.rn\hi,Z nlbir.Su million. I 1/{)1.

Takuma Co. (Japan)

\\i)n contrr.t rc huild wastr incincrirtion pllnt in tlcijing $ ith

.apa.ity lo treat onc-sevcnth of ltcijing'.\ wnste. $-16.5 nrillion. I l/0,i

Akel l(vaeJnor ASA (Norway)

Won contract to prcvide enginecring servi(es oD lwo chcnical plants

producing pure tcrephthali. a.id. $170 nrillion. l0/0.1.

tL. Smidth Group (Denma*)
W rn ordcrs for l5 vcrtical ccnrent nills from Anhui Conah (.cmcnt

(1).,Three l.ions (lcmenl (ir. in 7.ht'jiang. Shandong Shanlu (.emcnt

(1o.,Yunfu lianshan Cenrcnt Co. in Guangdong,Yuieng Crnr.ot (b. in

Cuin8xi,aDd QinlinBCenlcnl Co. in Shannxi,and l.ironinB Bohai

(lem.nt Co. S-18.9 million.09/01.

KMD Architocls and PlannErs lnc. (USl

W)n desiSn conlracl liorn )ie Fang l)tiil), Ncws & Nirdia (;roup in

Shanghai.09/01.

CHINA'S EXPORTS

CHINA'S IMPORTS

INVESTMENTS IN CHINA

NIDEC (Dalianl ttd.. a subsidiary o, NIDEC Corp. (Japan)

Willhuiltll sccond tircturv lo prr)dLlcc ilrlo cnqincs in [)ilirn,
LilooinS. S.l(l millx,n. ll/l)1.

Behr GmbH & Co. (Germ8nyyshanghai Automotivo Co. Ltd.,

a suhsidiary of Shanghai Automolive lndustry Corp.
Will li,rnr ioirt vcnturr, Shrnghai llchr '1h.rn)xl SYstcms (ir. I ld.. t(l

dcvclop, nt.rnLrlicturc, and nr.rrkct rutornotiv,: air conditioning and

entinc cc,olinr prorlucts. ((;.rnunv:50(,1-lrll(.:50'1,). $ l 5 rnillion.

l0/0.1.

Cheung Woh Technologies Ltd. (Singapore)/Changshu

Zhongming Autornobile Element Co. Ltd.

lor rntd irrint vcntur.,. lr s.rrr Itccirmn I:nginccrint (\urhou ) I lJ . t0

rrr.U rl.r, n.r( \(.rr r,r lrrr, r. .rru i ,'tlr, r ,rul,,Ir,,lir( r,,rrl,,r,'rl , Il
Surh,)u,ii.inrsu.(Srnr.rpor.:10",, Illt( r50',) S6nrillion. l0/l)1.

Dana Corp. (USl/Dongleng Motor Corp. (Hubei)
\rEn.,llcrt(r,,i lnt(nt tLr l,'fln J,'Irt \(nturi l,, mrnlrin tur(

conrnrtrcial-rehiclc irrles iln(l conponcnls. l l)/0-1.

DENSo Corp. (Japanytawer Automotive Parts Co., Ltd..

a subsidiary ol China-tAW Group Corp. (Jilin)
Ii)rnr(d i ii)iDl vcnlurc lo I)nxlucc.ilr rir.ondilirnling sv\lcfirs in

Ti nirn (lrfin:60'r,, l'R(.:{(rr\,) Sll llnrllion l0/01.

Hitachi Ltd.Uapanl/Shanghsi Highly (G.oup) Co. ltd.
Will lirrm joint vrnlurc, Hil.r.hi I{ighlr AUtonrotiv. l)rodu.ls
(Shrn{hai) l-Id.. to nrinul.r.tur. and nrarkcr lnginr \rrrt.r\ rnd

strrlrr prrts. ( lapxl:67r)o I'lt(-:-t-1'lo) $ll ntillion. l0/0.1.

Jilly luhe lnternational. a subridiary of Royal Dutch/Shell

Group (the Netherlands)/Shanghai Automotive lndustry Corp.
\\'ill lirrrn ruto m.rirllrn.rnL. joint \.nlur! t(, \t.rrt ch.rin ol ,1uicl-lrrbc

\(r\ i.( storr\ in Slrrr{hri (lh. Ncthfrl.rn(l\:51)'rn-l'll(l:5(1",,).

SllrnlllliDn I0/l)1.

'cHaNA BusrNEss

Archatocture, Conrtruction & Englneering

Automotiva
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Airbus SAS (Frsnce)

\\bn .ontracl tiorrt Chini Southcrn Air lhlding tir. in (iurnedong lirr

four A.l]tfl00 rirphoes, to br dcliYcrcd in 1005. l0/(1.1.

Parker Hannifn Corp- (US)

\tbn contra(t irom AVIC I to providc lucl. hydraulie. and flighl .ontrd
a.tuation s,vstems lir the rc8ional ARJ2I jel. $275 nillir)n. 09/0-1.

INVESTMENTS IN CHINA

Boeing Co. (tlSIShanghai Airpon Au$ority, Shonghai Airlinos
Co. l-td-

\\'illset up a maintenanc('and repairjoint venturc in Shanghaito

serrice Boeingaircrafl and reconfigurc passcngcr plancs as

freighters. ( US:51%- PR(-:199o). $ ltlo million. l0/03.

Thales SA (Frarce)/Aeroslrong Technology Co. ltd., a

subsidiary ol China Spacesat Co. Ltd. (Shanghail

for ed l.l.mJli.i ioi,rt \'(nturr,l.r0l'hrl.!, in Ij( iiin! lo olhr
scrvices hrscd on s.rtcllita l]or,iti(nrinS s)"st(nr\ rnd (istrl

cornnruniclttrns such ls vchiclc llrct nr.rnrgcnrrnl or strrlcn,:rr

lru(king. ( Irrnn.c:.19'\, PRll:5 | 
rli') {)(r0.1.

OTHER

China Airlines, Ltd. (Taiwan)/China Eastern Airlines Corp. Ltd.

{Shanghai)
l-Iunchr'rl joint flights brlwecn shirnghri .rr(l l.ripri, lirirur, vi.r

Okrnr$r ti)r shortrr lrrn5it linr(s.(19/0.1.

General Electric Airc.aft Engines, a subsidiary ol General

Electric Co. (US)/Shenyang Liming Aero Engine Cory. Ltd.
(Liaoning)

Signcrlirntrrct tocor)I,cr.rl. in fn).lu,:inq( I ll l(ll engiri(s nrr lhr
rcgirnril A Illl I rlrl.09/0.1.

Mitsubishi tuso Truck and Bus Corp, (Japan)/Anhui Xingma

Automobile Co.

Sign(d l\lo[] trr lirrnr toirl vcnlLrrc t0 pr,rlucc lrtd rcll l.u{( lruals.
(hfrn:50i,,, IR( :51)r'"). $$0 rrrillx,n. l(l/0.1.

PSA Pougeot Cilrosn {trancs)/Donglong Motor Corp. (Hubei}

\t'ill hul' out other shartholtlers in auto production verrlLrrc,

l)ongfi'ng Pculeol (:itrocn,lo cxpnnd .1]h slJkr\ lo 50/50 ioinl
rentu.e. (Frin.r:50'\, PR(.:io'h ). I 0/l)-1.

Yarlerg Visteon Automotive Trim System Co. ttd., I ioint
venture between Visteon Corp. (US) and Shanghai Automotive
lndustry Corp./Dongleng Electronic Technology Co. Ltd., a

subsidiary ot Dongleng Moror Co.p. (Hubei)

fornl(d.ruto(onrfon.nt\ ioint v.nlur. in \\'uh.rI]. llLrl).r.ll \:{0',,
I)l{(.:h0Lrf ) S.l0 nllli(n l(l/(l l

Bobert Bosch GmbH (Gormsny)

Will build auto parts pldnt kr produ(r lircl inj..tion punlps in

,iangsu. $675 million. 09/0.1.

Centu.ion lndustlies Ltd.. a subsidiary ol Guorun Holdings Ltd.

(Hong Kong)Zheiiang Geely Holdings Group Ltd.

:.!r((l \l( rL r,' (\l' r ,l{'rF ,,.r1 irr.'lrrrctrt irr 'r'rt,, t,,irrt r,'rrtrrr,

ThLjirng (;rcly (;uorun r\Lrlrrrx)l)ilr (ir. Lt(1.,lr) l)rotlLrtr I icclv..i

lJeruly l.coIlr(1,lhir lir\l ( hin.\(.rIir(l( sforls (irr (1I)n(

Kong: 16.i|L I'l{(l:53.1t1,). $ I I 1.6 nrillior. I)e/0 l.

Hino Motors Ltd. Uapanyshanghai Diesel Engine Co.

IorDrcd jr)inl vcnlur( in Shirng,h.ri trr pnxlur e trutk crrgirtcs

{JJf.Ir ir)'r'.1'lrr i(r',,r \<r',rrlli',r, (r')/rrr

Hyundai Altonet Co, {South Xorea}AhonzheI Hangsheng

Eleclronics Slock Co. (Guangdong)

\\'ill sct ul ioiDl v.nlurr, l iJniin ll,rundri IlrnB\hrnS Ilr.lr(nri(5 (i).,

to protlucc clcctrrrnit dcvrecs lirr rrhiilt r in I i.rnjin. (South

(orcr:50.'i,.1'R(1i50'\,). $ l.l5 nrilhrn. 09/0 I.

Kowloor Motor Bus Holdangs Ltd. (Hong Kong)

Signcd .rgrrcnrcnt to hul -l5t'i' rtxk. in Shrn/hcrr l)uhlir
'l'rrnrpo(Jlion (irur| (-r). 560. I lrrill(rr. l)9/(l I

Value Century Co. [td., a subsidiary of Guorun Holdings Ltd.

(Hong Xong)/Shanghai Maple Automobile Co. Ltd., a unit ol
Zheiiang Geely Holdings Group Ltd.

\\'ill lirnn joint rcnlurc,Ihfl( (;u,,run ,\ul,)nrol)il( (.('. I l(1.,lr)

prl)du.( (;.rly's (irl. lVirtd .rn(l III(1.1((orxnrrv ..rr; il \h.rngh.ri

( fl(nt8 K,)n8:{t.80i-l'll(.:5.1..1r;). 09/0.1.

Volkswagen AG (GermanyyShanghsi Automotive lndustry Corp.

\lill lirrnr ioint vcnturc tr) huil(l.nSinc lr(torv in sh.rnghiri. SJTll

nrillion 09/0l

Boeing Co. (US)

Won contract for J0 Ncxt-(iencralion 7-17 airPlancs from Air China,

Hainan Airlines,ShandonsAirlines. Shcnzhe Airlinrs,and xiamcn

Airlines. to bc delivered in 2005 and 1006.51.7 hillioi. I l/0-1.

CHINA'S IM PO RTS

Credit Suisse First Boston Gorp. (US)

Hiri'd b\ I(-B(. lo ild!isc on \.curiti/.llion ol c\i\ling nonpcrlirrnring

[uns. I0/0.1.

INVESTMENTS IN CHINA

Hana Bank {South l(orea)
Signed contra.t to pur.hnse Korea First Rank'.s 50% stakc in QinSdao

International Bank of China and injc.t additional $16 fiillion in

.apital. $8.5 million. I l/01.

AIG Global lnvestment Corp. {Asia)Ltd., a subsidiary ol
American lnternational Group, lnc. (US)/Huat8i Secu.ities Co.,

Suzhou New District High-Tech lndustrirl Co. l"td., Jiangsu
Communications Holding Co. Ltd., Guohua Energy lnveslment
Corp.

\! ill li)rnr joinl v(nlurf, r\l(i llLrJt.ri I LrnJ !1.rI].rltcr rnl (.rl. l l(l.,lr)

nrirni!l( invcslnrcnl ol l l(;\ jrr(nriLIrl r(\,e U( irl (lhirt.r ;rrrrl 0ll r

lund [)l()dLr.ts lo in!.st(rrs.(LiS:.].1'\, I'R(.:67".).$l.lnrillirnr. ll)/0.1.

CHINA'S IMPORTS

Banking & Finance

Aviation/Aorospaco
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Morgan Stanley (US)/Shanghai Shengrong lnvestment Co. Ltd.
.r!n. J :ln , rr.r r t,, l,r tj .r.\( t rrr.rrr.rlt rrrrrrr i,.rIr r L rrr rrr L r,,

r.,l ||irurr n.rl.,r\\(l\rrr\h,rrrqh,rr ll).1)'.



INVESTMENTS IN CHINA

Silicon Graphics lnc. (USl/Beiiing Normsl University
Signrd dgr.cnrcn( k) (sublish IINL''51;l tlioinlorrnxtic5 [iJu..rliDn
(-enler using S(;l e!uilnrrnt. 09/0-t.

OTHER

Citigroup lnc. {US)
Pur.hl\r(i $ 1.lt hillion f(x)l (,1 llrnk ol (.h inl \ non|rrlarnrinS tlon8

Kong loans. ll/0.t.

llong Kong Exchange and Clearings Ltd. (]long Xong)
\\'ill opcn lteiiirrg olliec tr) \tr( glh,rn (or)!c(lions Nilh ( hin.s.
lorrpunics li\ling in llons Lorg. l0/0.1.

Australian Stock Erchallge/Shenzhon Stock Exchange
(Guangdong)

Signrd Il{)L' to istrblish ilx(r t ic' r. ith crih.rrr{'r pnrqfutn' rnd

inli)rnrrli(,n \hrriru. (19/0 \.

HSBC Holdings plc (Hong Kong)

Sigicd.t6rccnrLnt.rppoinlinl(.( ll.r\ il\.LNlr)(li.ri h.rnk 0')/0.1.

lnventa-tischer AG (Switzerland)

\\t)ll (r)rrlr.r.l lronr Jiiillls(l S.Iio ( h(nri(rl l:rl)r.lo huikl polvistLr

thips.rnil nr.lt plart irr lri.rng,lirr)tsu.S5l.l rnillior. i0/0.1.

lnventa-tischer AG lSwitzerlsnd)
\tnr ci,nlr.r(l lo huil(l l,ly$1cr Iliirl li)r Zh(iinng I uro Asiir l:ilnr

Nlirtcriirl (i,. in shl \iIg, ZhLiilng. $5ll rrrillrorr. l{)/{).1.

Process Ghemicals Co. (lndia)

Sign(rd n\r' vc.rr a{,nlrral wilh l)iliiln l I I l{iahorr Intrrn.rlirnrill

lirdr (r).lor bulk drug\.rnd llnr: ihtnric.rls, including,:lleiunr

d-srtehrrrtt, iorirlirrnr, soclium irxlitlr, pot.rrsiunr urclidr, rntl
nikcthirnridr. Sl.l nrillir)n. ().)/0.1.

INVESTMENTS IN CHINA

Lucite lntoroalionEl Ltd. {UK)
!\'ill .onslru.t nrcthyl nrcthacrlliltc plint !t (l.roii0g, ncur Shrn8hri,
(lhina. 560 million. I 0i{)1.

BASt AG (Gslmany)

llillronstruct anrl oprrale an inlrlrrlrd polrur('th.rnr,' latilir! in

Shan8hai. S I hillion. 09/0.1.

OTHER

Boyal Dutch/Shell Group (the NBthBrlands)
Sisnrd lirur nrw licfnsrs li)r ils .orlrr\ill.rlion lr.hnol(rgr $ ith t\\o
ntw furtilirirrplrDls inYunnin. ndlwr)Lxi\lin!lcrlilirrrphnt\
r)rvncd bY SINOI'[(.. 09/(1.].

CHINA'S IMPORTS

INVESTMENTS IN CHINA

Stonepath Group lnc. (US)

Agrccd tt) furrhirsc 55r\, stlkr in Shlnghli lieight lirrwlnlcr Shaanxi

Sunshiic [.xprcsr Intcrnrlionrl ( o. Lkl.55.5 million. I l/0-].

todEx Corp. (US)

l{ill s.t uf rcu rcrion.rl hc.rilqu.rncrs in Shrngh,ri. l0/{).1

CHINA'S IM PORT S

NCB Corp. (USl

Si8ncd (onlract $ ith (-(-B lor sccurity-tnhlnecrj Al iil maehinc\ lnd
softwarc. 5 1 7 nlillion. l 0/0-1.

Wavecom SA (France)

\!trn.oDlra(l f()nr T(.1. ltl)hil. (in)rnrunicllion (i). l.ld. in

(iuangdong to supply its tcchnologv for usc in srv('ritloi l(.tls ncw

hrnd\et lr('jr.ls. I0/0-1.

Cimaker lndustry Co, Ltd,, a suhsidiary of Cirmakor Technology
Corp. (Taiwan)

\Volr .rrrlrr.t ir(,rn lliro(lirrg citr govcrnnrrrrt to provitlc tligitul

trlcvision srl'toI br)rcs lo Il.r(xliDg, Ilrhri. $ ll.6 rnillion.1)9/01.

INVESTMENTS IN CHINA

Hyundai Heavy lndustries Co. (South l(oreayJiangsu Nanii
Tonghua Electrical Group ltd.

\\'ill \cl uf ioint v.nlur.,liirrr!\u Il\un(iri NJnii Il(.lri(rl (il()uf

l-td., k) pnxluL:( pr)\!.r tr.rnslirrnrcrs. *vitthl,o.rrtls, rnrl othrr
cl((lri.rl (quifnrfItl. (\oulh K0rrr:65"".1'l(( r.j:i '" ). Shl) rtrillion.

l(r0.1.

lnlosys Technologies Ltd. (lndio)

Will \Ll up x soli\\.rrc dcvrl,|lnrnl .cnlcr in Shillr8hri. Si nrillion

l(r{).1.

Jaa Semiconductor, lnc. (US)

Will purdase l7q, slak. in senri.oodu.lor li,urdr)' Shangh0i

HuahonS NEC Eleclroni.s (i)., aioint venlur!'h.1wccn Shanghai

Huahon8 ((;roup) (b. ind N[(- (i)rp. oI )rpi1n- S70O orillioo. l0/0]

Microsolt Corp. (US)

Announ((rd cslnhlishnrcnt ()i ils lir:'l l,(. Inn(lvrlions l.ilb iD lleijinE lr)

supporl ltchnicnl innovllirnl\ hr domc\li. I)(. xnd hardwnrc

mrnuh.lurcrs. $1.: n)illi(n. {)9/0,1.

NEC Corp. (Japan)/Shenyang Neusoh Co. (Liaoning)

\\'ill cooprrute to dtr t'|l1, irntl rra r kt t husrncs' s,,Jlr!.Ir., $ ilh NI1

supplr irg pnrrluetiort.rntl linirner.rl nrirnlgr'nrr'nt r'oll\\rrr Ji'r nll(
nd.r lhc N( s,)ll l.rbrl.{)9/(1.i.

Taiwan Semiconductor Manulacturing Co. Ltd.

\\ill il.rciirc inycslnrcnl in it\Shlrthxr .nr.on(10(tor lil l in lllr
ncxl lirur )(rrs lo dlllrl)llr aJfx( ity lo 70,{)00 wxl(rs f(r nr)I1h.:lll9l{

million.09/0.1.

OTHER
Konica Minolta Holdings lnc. Uapsnl/Legend Group Ltd
(Beiiinsl

krr{rJ.rn.llli.rntr !r nr.rrl(l I)( [rl1nl(r\. ll)/{).]

Chemical3. Potrochomicalt
& Rolated Equipmrnl

Education
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Motorola lnc. (US)
'lrlnrli'rrcd o$ ncrship oi iUOS'!7 witir lahri.ation licilitr in lianjin
(r (:hin.rls S.niconductor i\lanulacturing lnl.rnitional (irp. in

Shirngh.ri in trehangt lirr nn equily stakt'. l0/0-1.

tort.ess CorD. (Hong Kong)

\!un rxelusivc rctril rights kr all llisense l:l!'.tri(s (ir. l.td. rudio

visu:rl protluets soltl in HonE Kong.09/0-1.

Thomson SA (trance)/TCL lnternational Holdings l-td., a

subsidiary ol TCL Corp.
\ignr:(l ll( )l' lr, n(rgc r!'\fe(lirc globrl tcl( ri\rrlrr lnti rligitll vidt o

tli.,; hLrsrnc.scs.rnrl.rsrcls in ii)inl rcnlurc. (li.rrt(r:11'\, l'}lt(:117ot,)

Sil l rrrilI,,r.l l/01.

GEmesa Corpo..cion Tscnologica SA (Sp!in)
Rrccivcd contracts tiom Ningxia Ele(tric Powcr (-o. fur l: wind

turbincs rnd ironl (;rnsu lieyuan Electric Power Co.lbr -)6 turhincs

518 5 nlill')n.l)9/01.

Salcon Bhd.lMslaysiE)
Rtccivr'ti lruild-opcratc'transLr contracts from Linqu countv ind
Anqui,Qingzhou,ard (lhangyi,all in Shandong, kr supply watcr lirr

50 ycirs. (X)/0-1.

INVESTMENTS IN CHINA

Nippon Stosl Corp. UapanlAhougang Group (Baiiing)
\\'ill l;rn) joirl vcntur( in Beijiog to nranufa.ture and markrt dust-

lrcctokc cooling iacilitics. (lapan:60%-PRC:10%). $l milliL)n.09/01

OTHER

PBA Holdings Bhd. (Malaysia)/Chin. lnternational wEtor snd
Electric Corp. (Bsiiing)

Agrccd lo ai([)lorc w lar-relatcd projer:ts in dtvckrping cou nt r ics,

infl.r(liIS w,rr. r rrr,nl.rE(nl(nl iy:'t(m,i lhrl rnl(trJl( wrtcr rr(Jlrlcnl,
wrlrr Llistrihuti(n, iin(l computerized billi0g. 09/01.

INVESTMENTS IN CHINA

0anisco Iy'S (oonmark)/Henan fianguan Group Co. Ltd.

\\'ill lirrnr trrint vtnturc,l)nnis(oTirnBuanlNanyrng)(.r,.,1.1J.,k)

lnxftaa xnnlh.rn tLrr]r ns I lixrd irdditivc in Nanylng, llcnin.
( l)rn nu rk:ll0rli, I'R(l::0q,). I{)/0-1.

Suntory Ltd. (Japan)

\{ill li)nn joint vcnlurc, Suntory Shanghai Fcrods (:r)., wilh olhcr

Shlnlhxi llrnrs ro oprrilc a ncw beverage plant in Shanghiri to nrcct

gr(nving dclnind. ( lnpiiDr9l.6t, PRC:6.19{r). $15.6 nrillir)r). l0/01.

Yakull Honsha Co. (Japan)

\{illestablish subsidiary, ShanghaiYakult Co.,to producc and sell

fermentr:d milk drinks. $27.7 million. l0/01.

OTHER

Gallaher Group plc (Ux)/Shanghai Tobscco {Groupl Corp.

Will swrI rnrrulr.turing rnd dislribulioo il!.ess lirr (i.rllrrhcrlr

l\lcnrphis hr:rnrl in 0hinesa ciqarette markct tirr rnlnulictLrring lnd
tlistribLrtiun ircrcss lirr Shanghai Tobacco\ ookien I)cer brrntl in

l{ussiirn nr.rrLrl. I l/(}3-

Alstom SA ltrance)
\{hn .o lrlijl li(nn Shinghaillaoste'el(iroup (irrp. trr providc

nuinlcnrncc scn,icr:s kr co ScncralioD pow.r phnt in Shlnghlilirr
cisht venn. l0/0,1.

Hamon & Cie SA {Belgium)
\\inr (o[lr.l(l lror]r Shirnxi Huaze Alunrinunr Hlrclriaitv (ir. l.td. lirr

rir .rx'ling rqnj|nrrnt ior po\{.r Benerrti(xr lx.ililics. Sl0.{ nrilli(}n.

Ilr0.l.

Itochu Co.p. (Japan). Hitachi l-td. (Japan)/China Donglang

Electric Corp. (Sichuan)

lointl) riit'ircd otlcr lronr Shirnxi l.uiin h'irngqu l'ow(r ( o. to

prrrvLilc tLrrlrincs irrrtll poNcr !(cn( rirt(n' lirr l.oxl.lirrtl prlvcr plunt

if ShJl\i. S l(r6 nlillil)I| I)t)/0.1.

INVESTMENTS IN CHINA

China Resources Power Holding Co. ltd. {Hong (ong)/

Zhengzhou Dengleng Eloctricity Power Co. {Henan)
\\'ill l,)rr i,Ilr \.nrLlr. r,) huild thL'rnrrl f,)\\.r lil.lllr i|l ;/h(!]!/h(iu,
ll(n.rn. I ll,'rS l.i,,rrt:;i",, 1'I( :l:("). Sl l; Inilli,,rr. ll)/(rl

Poly lnvestments Holdings Ltd. {Hong fong)
lloLr(hr slrk( in two l1r)rver l)lanls in (-hir)r lnnn A5irn l'rr$(:r

I )(v.ItIl).nl l.ld. S]0.7 rnillion. I l)/{),1.

Mitsubishi ElBctric Corp. (Japan)

\\'illtruilJ pLrnt to pnrdu.c lJ.t(ry nul(nrJli(m cquipnr,Jnl in l).rliirn,

I i.urninq. il | 9 nrllion I0/(ll

CHINA'S IMPORTS

Veolia Water, division ol Veolia Environnement (trance)
\iltr\\la,)Ilr.rLl Irt)p(r.rlc wr!lcwJlcr lrL'rlnrcrlt Il.rrrt in l.ugouqirro,

ll(itiIt. $5|i.I r|illirn. l(l/0-1.

Zenon [nvironmental, lnc. (US]

\\i,n trv(!(oIlr.r(l\ lll)Ir l)iitonSPo$o l'[lnl ( o. I lJ..trr(l ll(iiing
\.rFlr,U'l\1n,.1tr'Ir,.rl|,,.IrJ.r,'r\'.r.1.\r.rt(r l|i .rI|r(.'rr lr\Ir! l\
rrrt rnlrr.rrre rr,r hrr,rl,rgr. So nrill(m. I l/0.1.

CHINA'S IA/lPORTS

Enorgy & El.ctric Powel

Food & Food Procearing

Forortry, Tlmbcr, & Papal
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Environm.ntrl Equipment & Iechnology
CHINA'S IM PORTS

Meso Paper lnc. (Finlandl

lvon ordcr lronr l-uzhou Wood-Based Panel Plant for cquipnrent,

engincering scrv ices, a nd proaess automalion ior ils nrain

particlcboarrl production line in Fujian. $14.6 milli0n. l0/0.1.

Metso Paper lnc. {Finland)
Won order [rom llomanit Co. Ltd., a chipboardioint vcolure ol'
(;.rnrxDy'.s lknnanit Cnrbll, Rohin Resources (Malaysia) Sdn. llhd.,

and (ihinesr partir's, for a high density fiberboard produ.tion line an

its Yichun, liangxi, fackrry. l0/03.



Motso PrpEr hc. {Finlandl
Won order fronr Shandong ChenminE Paper lloldinSs (lo. Ltd. ior

folding hoxboard coating line. $16.8 million.09/0-1.

INVESTMENTS IN CH INA

Hyundsi Heavy lndustries (Japan)/Chsnglin Co. (Jiangsu)

\{ill lirrn nrachrncrv nrlnula(turintjoint \'.nture in ( h.rngzhou,

IirnH\u. ( Jirp.n:60'k,'1'R(:i109i). $.19.9 nrillion I l/0.1.

Shingchang Electrics Co., U-Chang Precision Co. Ltd. (South

l(oreo), Tokai Bika Go. Ltd. {Japan)/Guizhou Guihang Automolive

Components Co. Ltd.

\\'ill lirrrn ioinl \ rntur., Su/h(,u Hur.hrnl Il((hurii.rl .rnrl l,l,ritrieirl
(-o..lo rrr.rrruli.lurl: iut(,nrirtrr t l..r' krils .rnJ 'r, ilih.: in \rrrlroLr,

lirng\Lr. l\,,ulh [Dr..rilir ,,-jrNn::0't,-l'lt(.:.li'\, ). i.1 orillion. l(l/l).].

Cincinani Lamb, a unit ot Unova lndustrial AutomEtion Systems

{lJSyShenyang Machine Tool Co. (Liaoning)

Sigrrcrl.rllirnir to shirrc tcrhnicrl illirlrrr.rtiorr.rrriI prrr.r'sr

krrorvlctlge rvhilc u'ing t in(innrli I nnrhi !) \l(nr irrt(Sr.rtion. l0/l).1.

OTHER

INVESTMENIS IN CHINA

American lnternational Group, lnc, (US)

l'urrhrs.!l 9.9r\, nake in PI(lC Pr,'lcrl\ & ( rsurll\ ( o. I l/{)1.

Metlile, lnc. (USycapitsl Airpons Holding Co. (Beiiing)

Sigoird .r|,rr.Dr.nl lo ,i)rrn lile insurrn.. j{}inl v.rrturr. \irr!L S

J\1.ll.ili IDsurnn(c (i). Ltd., in Beijin!,. l0/0.1.

HSBC lnsurance Brokers Ltd., a unit o, HSBC Holdings plc
(UKVShanghai Hua Yu Asset Managemenl Ltd. and Beiiing
Zhong Ke Engineoring Co.

si!r.(lrcr(.rnrnt lo lann iointvantLrrr,ll(iiIrt ll\ll( ln:rrrlI.c
ItroL(r\ I t(l , to ollir insurunic hr,rkcr.rgl .rntl rr'l nr.rn.ucnr(rll

'.,rr r.ts t,, Jonrt.ti. .rnJ inlcrn.rtxin.rl \ lj.rrl\.lt Krll.()",
l,lt( :: l",t Sl 9 Drillion. 10r03.

NHN Corp. (South Korea), PCCS Co. ltd. (Hong Kon0]

lornlcd ioinl vanturL' in Hong Kong to producl corxant Lr lh. I'R(.

onlinr Bxnrin{ nrirrkct. (South I(orcxr'12.90,, IIrrI KrnrH:57. 1rr,,). $7

nrilli0n. lo/0.1.

Warncr Erothers Entertainme lnc, (US)/Shanghai tilm Group,

Shan0hai United Circuit
Signrd .rllrccnrcrrt trr rltn l0 nei{ multipl.x nx)!i( lh(.ll.r\. l(1/0.1.

Sohu.com

Signed agreement lo deliver TheWalt Disney Co.'s online and wireless

contrnl and services in China, includ ing design, product ion, and

hostinS services for Disney! Chinesewebsite. I I/03.

OTHER

INVESTMENTS IN CHINA

Fuli Xcrox Co. (Japrnl
Willimplement advanced production nranagement s,vstem in its

Shanghaiand Shenzhen factories to improve links to headquarters in

Iapan. $9.2 million. l0/03.

Fuiitsu Gonorsl Ltd. (J8pan)^ittl6 Swsn Group Co. (Jiangsul

will scl up ioinl venture, FG.l.-S. !lectric (ir., in )irn8su () lrodu(('
and scll rnrrtors for air condition.rs. (lafanr50'\,-lrR(.:51)rL). 56.-l

nrillir)n. l0/03.

Cheung Kong (Holdings) ltd., Hutchinson Whampoa Ltd.(Hong

Kong)/Guangzhou lntornational Toy C8ntsr (Guangdong)

lvill lirni ioinl vcnture to devclop toy produ.li{)n crnrcr il0d lh.ne
pirrk in (;Lranqzhou. S I.l5 million. ()9/0.1.

CHINA'S INVESTMENTS ABROAO

Koroa Besources Corp. (South Korea)r(i'an Xiiun New

Materials Co. Ltd. (Shaanxi)

lirrnlcd rilr( unh joint v,rnturc, Xi nn l\{nxsun Naw iUrlcrirl\ (i).

Ltd.,lo rrscirch, dcvelop, and producc tluorcsccnt powd(r nnd \olt

nlilgrcti. nlJlrrinls. (Soulh Koren:.19r,u-t'R( :51',,,). S5.l nrillio[.

l0/0.i.

INVESTMENTS IN CHINA

Alcan lnc.{Canada)/l{ingxia Electric Power Development and

lnvestment Co. Ltd., 0ingtongxia Aluminum Co. (NingxiB)

Will (slrl)li\h j0inl v.nturc to build l:0 kil0torr prcb.rhc snrclt,:r rn

Nirrg{il. ((.rrri(l,r:50'1, liR(.:50oi). $l(){) milll(rn. l0/0.1.

The Yates Companies, lnc. (lJS)/Jiangxi Copper Co. Ltd.

\\'ill lr,rnr l(rirl \ (rlu rr to lr,)du.e \Lrf(r.ll r (offd lril i

\.ur(h.Irg. lL.rnS\i. i;(r. I rnillir)ll ll)/l)r.

lnruranco

lnternet/E-Commerce

Media, Publirhing & Entertainmont
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Machin.iy & Machino Tool.Metso Papar lnc. {Finlandl
\(rn order from Shandong Bohui Paper Holdings Co. l,td. tbr pulp

production line.09/03.

INVESTMENTS IN CHINA

Uct.lr, Mincr.b & Mining

INVESTMENTS IN CHINA

PEystono TschnologiBs Corp. (CanadayJingzhongtong

lnlormalion etwork Technology Gorp. {t{A)
will li)rnr joinl venture to othr onlinc plvrrent srrvirrs. $9 nrillion.

l(r0.1.

Light lndu3try/iianufrcturing



OTHER

Gladstone Power Energy Corp. USA Holdings (US)/China united
Coalbed Melhane Co. ttd. (Eeiiing)

\i$ne(ligr.(rrrurl lo arPlor,: c,rllhtd ntth.rnt rr::ourits in Iiu,rngshi,

llubci, ovrr \0 rLitrs. l0/0-t.

PTT plc lThailsnd)/SI oCHEM

Signrd IUOU t0 srl up ir l 0-nrunhcr conrrilt(c to inYcstigatc rreas oi
cooperation irt oil irnd gas cxploration, production and

tritnsporlnlioo, trirding, and Inarkclins in I hriland and (:hina. l0/01.

Michelago Ltd. (Australia)/l-aizhou Jincheng Gold Mining Co.

Ltd. (Shandong)

'rr'(.j (l(r,lr'r,'r'rt,,r . r ' r r , 
| 

, | , r . . t r ' ' r r ,,."1\ilrlrr(..1,,,"-.rr1
(\u'ling gol(l lr inins r(ili0rr iI lirorlrrrrl l't rrinrLrll (5hrn(loIg).1)t)/lr i

Sparton Resources lnc. (Cansdal

Signcd lctt('r ol int.nt wilh (:ana"lrinllx Inveslmenl In(.,1o acquirc

its part in r joint venturc in \unnan with Yunnan No.l.ar l}rigadr l0l
tbr mincral explorirlion in lhc Luxi Cold llclt.09/01.

ThysselK]upp AG (Ge.rnsny]/Anshan lron and Steel Group Corp.
(l"iaoning)

Fonrr(l pirrtncrship lrsrl uf lhrec n(!,, Ilrnls li)r irLrl(r sh(lr1

ftrxir.lion io (lhlDE.hun, Jilini (;u.rngdon$, rnd Shiughri.

S75 nillion.(19/01. INVESTMENTS IN CHINA

MeiiiSeika Kaisha Ltd., Nichimen Corp, (Japan)/Shandong

Lukang Pharmaceutical Group Co. Ltd.

l!ill tirrnr phiu nr.rtruti(rl ioint !( nlur.. $10 rnillion. l0/{).1.

Orchid Chemicals and Pharmaceuticals (lndia)/I{orth China

Pharmaceutical Co. Ltd. (Hebei)

Will li)nn ioinr v.nlurc k) pr(,t[r.c starih ..phirlr)sporin hulk irctivcs

.rnti tirrnrul.rtiors. ( lndLr:i(ll!, l'R( :)l)",,) i:i nrillion. 09/(1.i.

INVESTMENTS IN CHINA

Modorn Teiminals Ltd. (Hon0 Kong)/Suzhou city government

\\'ill constnrtt lirur bcrth errntlinrr tcrnrinrl, Surhou Iftrdcrn
'lcrnrinitls,in lixDssu,with hrndljngcirp.r.it\'ol I nilli()nl$.nl)'-
lix)l cqui!rlcnl-unit.onlirincrs pcr yedr. (lfu rr$ KonB:70(\,

l'R(l:1()tlir) I l/(l l.

Alstom SA (tranco)
\!'orr contrir,it Ironr ShanShiti iUrss'lransil Yir0gpu Line l)aval()pnrenl

lirr l8 sir-crr tr.tins. S: l-l.l milli(,n. I(l/0.1.

Harsco Corp. (US)

\!hn conlrr(l liom i\,linistrI ol Rnilwals lor railwny track

nrlintcnrncc cqLriprrent- 568 nrilli{D. 10/(}1.

CHINA'S IMPORTS

INVESTMENTS IN CHINA

JFE Steel Corp. (Japan)/Guangzhou lron & Steel Enterprises
Holdings lnc. (Guangdon0)

\\'ill lirr r joinl \Lnluru lo fn\lu.r surti.c.lrc.rl.(lstccl 'hccts tirr usc

iI .r)n\tru.tirnr, ilir\, Jnd .orlsurrrcr rl.alroni.\. (Jrp.ln:i 1"0

l'll(.:.19(\,). I li(r.1.

Hyundai Hsavy lndustriss Co., Ltd. (South Koreal
Rcrcivcd order fnrm (.N{Xx;Chind. a ioint venture bclw.cn CN0(X:

and StN()Pf.L, to build r 172 km-long undcrsea oil piptlinr
connt'cting Ningbo, Zh(jianE, kr oilli.lds in lhe Easl (.hi,u Sca.

$ 1.10 nrilli(n. l0/0-1.

Technip-Coff exip (trance)
\\inr.orlri(l lronr (.irn{zhou (.rng llLr.r ( hcnic.rl lnduslr\ t(,d.\lln
lnd hu ild petrrrchenriell li(l{)ry in (iuitns/hoLr. S5(J rnillLon.09/0.1.

CHINA'S INVESTMENTS AAROAD

cN00c
Signcd xgR'enrcnt to lur.hase equity stakt' in and s('.ur. [.NC flows

lioar (;orgon nalurrlgirs |rojcat in \r,cstern Australin. l0/0.].

INVESTMENTS IN CHINA

BP Global lnvestment Ltd., a subsidiary ol BP plc (Ul()/Sinopec

Zhenhai Sefning & Chemical Co.

Ii)rm.d illint vr'rlurc, Ill'ZR (NinSb(,) I l'(; (:()., to nr.rrkct Zhcnhlir
Iqu(lr((l f( t r,rl(urr q I' I'r,\luili,,n 1,, (l,rr)t(st i. i,,rr\rrrn(r'.
( tlK:51)'1,-l)R(l:50()i,). $15 nrillion. I 0/0.1.

BP plc (UK)/Guangzhou Development lndustrial Shareholding
Corp. (Guangdong)

SiBncd n$rccnrent lo li)fin j{rinl vcnlurc, I}l) (;uang/hou l)cr(k\nntnl
0il Pn)(ir(ls (il. l.tJ., lr) hLrilil lnd oIcrirtr' ln rril d.f,,t in Nin\hir,
(;uxng(iong. {t K:10",,-l)R(.i60o"). Sll6 rrrillrorr. l0/0.t

Xinao Gas Holdings Ltd. (Hong Kong)Zhuzhou City Coal Gas

(Hunan)

li,rnr.,l lilcd grsi,,int r'(nlur.in lhLrl[(,u,llun.rrr (ll,)nq

['r.:-.', l'Rr li'.,il,' 'r,il ,,r l,r.rri

Pacific 0il & Gas Ltd. (Hong Kong)

Signctl agrccnrcnt rrith \r.rnttn nrunieipirl golemnrcnl in lirjiiLn lr)

huild.r l,{(l(l \,\\' fo\\(r plirnt. S-l5l) n)illion.09/0.1.

Xinao Gas Holdings Lrd. {Hong Kong)/l(aireng City oevelopment
Co. {Henan}

11)rnrc\l Iril.J grs xrirrl \antLlr.' in i'ril(ng. lltn.rrr. (llong t ong:91)' ,,

PII(l:i(1". ). ! l0 milli,)n. 0'r/(rl.

CHINA'S IMPORTS

Po?ts & Shipping

Rsw Materials
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Pharmac€uticals

Petrolcum, Naturel Ga3 & Felatod Equipment

CHINA'S IM PO RTS

Nippon Yusen (.K. Uapan)
\\inr l (I),cnr .{,nt rr.l tiorn (. h ina\ Ilitoshan l ron & Sleel (i). lo

trrnslx)rl i(n orc l(rm $'cstcrn Australta k) Sh,rnghai tn,or l(I15. I l /0-1.

Rail



Hanglas Group (South Korea), Saint-Gobain Group
(France)/China Luoyang Float Glass Group Co. (Henan)

I0rnrril ll.rt !Lr.s irrrnt r L nlurr r,) (lI)q(lr(,, Sh.IrJtnl!, Ir jLrfl \

ion\tnr.tion.rn(l,rrrrnn{rli!. rrlrk.r\ {\rn1rh (.r..r:li,',,
l.rxlr((:.1sr,i"Ill(.r ll)r1,,). S51.h6 rillio . l0/01.

CHINA'S INVESTMENTS ABROAD

Xiniiang Constructaon & Efl ginsering (Group) Co. Ltd./Jasaters
Bhd.(Malaysia)

SiSnr(l 11()U h, (lL'v.l(,1, .ll.l,0(10 rrr rnnnrcr(i.rl .rr(ir in 'lh)iLrrtll

I urrrfLrr. \lnhrsi.r. S I(15 rnillion.l)')/{J.1.

INVESTMENTS IN CH INA

Nerry Properlies Ltd. {Hong Kongl
Siqnrd .lgr..nrtnl to purrhr\c 50r',, tlitkr in rc\i(l.ntirl profrrl\

fn,ir.l in llciiing l' (.hlor:rnA (lislri.l lronr u.ijing lluJlunn |ro|((\'
(10 $l7s Inrilli,nr 09/01

Sino Prosper Holdings Ltd. (Hong Kong)/Beiiing Jingyi Zhiye
lnveshents Co. Ltd.

Sitnr(l l(ltcr ol inlcnl lo Irlan joirrt lrol,crt,v rcticv( lol,mrnl IRricL:l in

N.rriin{. JianlsLr. (llli:51'h-l'l{(.:.11)'rr,). $11.1 nrilli,rn.09/0-1.

CHINA'S INVE STM E NTS ABAOAD

China Steel Corp., President 0epanment Store
(Taiwan)/Naniing Central Market Department Store (Jiangsu)

\\'ill r)|(1 h1p!'111.111.1 lor l\(nlor.in NrfliiIq.Sl(]nrilli(rn. l0/t).1.

Decathlon SA (France)/Shanghai Zhonglu lndustry
\Yill lornr joint !rnlrrr( to oIcn r(l.lil slorti { (or,(l\ outIts ir] ( lhin.l
(li'rn.r:65,ri, l,lt(l:.\5r,,,) $6 rnillron. l(1/0,1.

Eastman Kodak Co. (United Statos)

lloLrsht l{)'lr, sl.rk( in ( hinr Lu.kr I ilr (i)rl. (lllbti)x d\i8nr(ll0
!cilr' (r)ofrrnlion irgrcrnr.nt. $l{)0 millioo. I{)/0.1.

lzumiya Co. Ltd. (Japanl/Lianhua Supermarket Holdings Co. Ltd.

{Shanghai)
SignLrl.rgrcenrc'nt to roofrriitc (,n ln,du.l d(!rl,,l1nrcnl .n(l
di\trihuri(n) ol (.r!h oth(r'\ fn)du.l\. I l/0.1.

OIHER

Nokia Corp. (Finland)

\\irn irntracl horr (lhinit Uni((nn lo crlJnd itr (;SIl nctNork

crpirtitv in Zheiirng h1' 200,001) suhs!ril)ers.510 rDillion. I l/0.1

CHINA'S IMPORTS

Alcstel Shsnghai Bell, a ioint venture ol Compagnie tinancidre
Alcatel SA (trance)and Mll

\\i,n .onlr.r(l lronr ( hin.r Iturlrilr lr) ullr.rd. nr'l\rorls in (-horrqqinq.

t,rrrzh"rr .rrrJ 7hclr.rrr. iir' rrrilir,'rr l'rr,l

LM E.icason AB (Swodon)

\\bn (ontra(l fronr China Ncl.om lor a gatrway lor llcijing 6red-linc
network. l0/01

Kentz lntBrnational Ltd. (hel8nd)

\\bn .r,r)lr.r(t lnrn ( 51)(l Nlnhai l'rtrochemicals Project. a joint

renlLrr. h.l\'.er (:N()O(. rnJ RoInl l)ur(h/Shell (;rouf,ri) instill
telcaDn)nrLr iairli0ns clwork in ils pcln)chcmicalaonrfIx in

Guin$dons. $ ll nrilli(nr. l{)/03.

[ucent Technologies lnc. (t nited States]
Signcd.ontra.t wilh fu]iillr poslnl rnd tclc(om Jdnrinislrirtion kr

proviclr 5liSS lnd 5|-X{. swil.hes lirr n.l\\'ork rolirrg(nrcDt projc.ts

in I-uzhou, Xiincn, and Qoanzhou, all in fuiian. Sl0 rrrillil)n. l0/0.1.

Siomons AG (Germsny)

\{on l:ontra.t fronr China Unicom to ('rpand aapa(ity by more than I

million users in itsCSM networks in Beijing, lilin, l.iaon ing,

Shandong, and Shanghai. $84 nrillion. I 0/03.

IJT Starcom, lnc. (US)

\\bn contri.t liom (.hina Ndconr li)r in (xprnded dcplot ment ol
PAS in srv.ril citics in Ilcilontiiang. $.11 nrillion. l0/0.1.

Iucent Tochnologies {US}
\\i)n .onrrr(l lionr (.hin.r t'Ii(onr li)r (.1)II'\10()0 cquifnrcnl Iirr \ix
provinit'.rnLl muniiip,rlilic\. 51.10 rrillir)n. 09/0.1.

UT Starcom. lnc. {US)
\\irn .orrlrr(l ,iom (.hin.l N.l.o li)r l'AS.quifDrrnt in (.hrnqdu,

Si.hurn. Sl0 million. 09/t).1.

UT Slarcom, lnc. {US)
llbn.ontra.l liom (:hinaltle.om lor PAS equipnr.nt in l-iaoning.

$20 million.09/01.

UT Starcom, lnc. (US)

\\t)n .onlr.rcl lrun (.hin.l 'lclaaom ltlr Pl5 equilrncnl in Zhciians

Sl; nrillron.09/0-1.

INVESTMENTS IN CHINA

Panasonic Mobile Communications Co. (Japan), UTStarcom,

lnc. (US)

Will lirrnr ntobilc hantlrct joinl vcnturr, Univcrsil (innnlulicati(ns

Technok)gv lhngzhou. irr Zhciitins l() build h' (ll)l\14 ind 'l l)-
SCI)Il,\ hrDd\cts lor d(,nr$lic Jnd inlrrnxlionirl nlrrlcrs.

{lapin:5lq,-US:.l9oo). S 10 nrilli( .Il/01.

Retail/Wholesale

Telscommunicrtions
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Rauta Precision 0Y, a subsidiary ol Bsute oYJ (finland)
\\irrt orelcrs trorn lu \.ur (;lass (.r).1 kl.,(;uanE/hou (.5(;(;liss (.(r.,

irntl onc other (lhincrc lloat ghss pnrdu.cr tor lhrcr nr:w ghss birtch

plnrrls. $1.9 nrillior. l(l/0-1.

Rerl E.tat6 & Land

Nokia Corp. (tinlandyShenzhen SEG Communicstion Co., Ltd.

Will jointlv construct digilirl I l l ltr\ nnrhilc ridio \\ slcnr li,r
Sh.n/hrn \letro (-('.. I l(1. lo .Drblr s((Lrrc.omrDUnii.rtio]rs lirr

pcrsLrnn,:l r,n the Shenzh.n \lctr(r trrirr n.t\\1)rk. l0/01.

Nokia Co4. (tinland)
\Ibn (ontrr.t liom (.hinx trnicom lirr (;SlU .quipnr.nt in Shanghai.

533 nillirrn. 09/0-1.



INVESTMENTS IN CHINA

Hongkong & ShanghaiHotels Ltd. (Hong Xong), Starwaly
Propenies (Group) fty. [td. (Ausrralia)

Sign.J .rNr(rr)rint l(r ll)fln ioint venturc lo hLril.l.r Perrin\uh hot.l in

ShrnEhui. ll/l).1.

OTHER
lntelCorp. (USl

Signed lUoU with Shanghai li'lccom and Cuirngdong Telecom lo

speed up dsployngn1nl wirclcsi internel !.cess. l0/03.

Sun Microsystems lnc. (US)/Beiiing ZRBT Communications
Technology, China Unicom

SiSncJ nsr..cnrdrl tr) li)flrr str.rtcrir nrrrkttrnq,llliance tirr i.rr.r lr.rsL'il

s irr'Iss J.rt.r .rppli(ittion' .rn,l tcrliter. t)'ll(t.t.

Advertisers in this Issue:

c0sc0

HrtachiSoftware

l\,la ersk Sealand
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The Fairmont
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THE US-CHINA BUSINESS COUNCIL

+ 't' ';i h I 14 ta ii 1a'

The Councils festive biennial celebration, with distinguished American and Chinese guo6l3

M€mbers-only conf6r6nce to discuss prossing operational i63ugs in th€ China market.

Biennial Gala &
Annual Membership Meeting

more detaits forthcoming= w ww. tt s c h i n a. o r g

SAVE THE DATES!
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Tourism & Hotels

Microsolt Corp. (US)/Shenzhen Zhongxing Telecom (ZIE)
\iSned J!,1(rrr.rrl l| d(\iI,l' t.lL'.,,rtrnrunr..rri,r \ \,illw.lfr {r()/l)1.
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REVIEWS

mE

The Promise of the Revolution:
Stories of Fulfillment and Struggle
in China's Hinterland

by Daniel B. Wright. Lanham, IttD: Rowm8n & Linlefield Publi3he6, lnc.,2m3.216 pp.

94.95 softcover, S65.m hardcover.

I\ I :lH [l,.,l,li] iili illl,ti'*
I I *,,n rhrcc Erinrs or srrver, g.e5
an old tihinese saying irbout Guizhou, one
of (lhina's poorest provinces. I)aniel
Wright spent two ycars living in l)uyun, a

small, gray city in southeastern (luizhou.
Hi\ itJy therc \rn:5 tun.lcd hy a fclkxvship
Irom thc lnstitutc of (]urrent World
Aftairs, his aim "ro gain an in-depth
undcrstanding of lifi'us it is lived by the
peoplc." In return, he wrote tascinating
monthly brief-i on his observations of
daily lifc among dillcrcnt strata of
Guizhou society.'l'hest' briefs fornred the
hrsir lirr /Jrc Prorarrt ol rhe Rcrolutirttr:
Stories ol Fulfilhnut arrr.i .Srrrrgglt, il
China's Hintuland.

Wright talked to village eldcrs, proud to
havc wilnessed tlre llcd Arrny pass through
on the Long March in 1935, as rvcll as to
their grandchildrcn, u'ho couldn't clrc less

about such ancient history. He strrycd with
farrrrers scratching ir scant living from lhe
shallrrw nrt'unt.rin stril, hut founJ th.rt, in
ncarly cvcry fanil,v. cvcr,vone of working
age who could be sPared fron thc llrn'r
was olf working il a city, whether in near-
by l)uyun or farther lway in one ol the
grcat coastal cities. llc spent 6 fgp l1y5
chatting with nrigrlnts workirrg as push-
carl hitulcrs in l)uyun and joined the
annull crrrsh of migrirDts returning to
wrrk in ( iuangzhrru hy train after a visit
honre firr (lhinese Ncw )'ear.

Hc rnct rural t-irnrilies unable to afford
to send their childrcn to school lnd inter-
viewc<l crfficials fronl the Chinr V)uth
Devclopnrent [:oundation irnd Project
Hope, rvhich support rural schools and
grarrt scholarships tt) students too poor to
pay the necessary fles. He evcn visited

Qiannitn Computcr Vocrrtional- li'chnical
School, a "school established by social

l'i,cr), ntornins at 7fl0 4.M., l-i
I:urgJitttg tul ht lnsband rifu tlrir thrtt'-
vln'|, lktb*l biL.trL's to a rry'ro/r'-irr/r' rrllk
,lillril,r/n,a P,r,l,/.(f !Irr1 /r'rr,/ -',tttlti .rrr
ouulr btXs ol.lrlsh rnilk onto rhL'it ltit),Llls,
anl prcptrt thc dcli,uy lin. Ms Li thut
rrr/.cs honr to ltrparc lutrh litr lrcr cltiltl.

lust oftcr lntch, sll" rrni ]rer lutslnnd ltcgirt
tltcir dclivL,riu. Front lln kt 8:30 l'.N[., !h.
ttto o.l lhorr on scportttc r,.wtes, Li linlitrtg
ord hcr lusboui dtliver lrtsh tnilk ttt ttvcr
4(ttt lilnill:l. l htir r,'vanl [o, rhi: l,aik-
brcakitr! tyork, ultich Ms. Li tnd llar hus-
bond no*' do scven itys rt *,eek, is ttnll, 20

,r,rrria I L/..S. "S2.4fl) dB11"r thent, ptr doy.

...Six hudrcd yutn p t rfih, sln'sn),s,

is bartly L,npygll to rrtakc it, ani th 's i.l-

they ur: v,ry careful tvith their ntonc). ond
rro oae Scts sirk. ll'a frurrill' ntcntltr'r :r'ut to
lill ill, thLy h,rv,'tto tncliol itstr,ut,'....
T/rorr.qlr sirr'spcaks witlt long siglts bctwctn
hcr setficnLcs, I could hLur o lrcahlry serrst,

Lt[ Jtgltt itt lttr voicc: "No mttcr l.rtv,diJJi-
tlt it i:, l\l rathtr vot k 1i'r ntS,cll that h'r
sorlt, /itr'ar11' ioss ry'ro ltccLntes v,edtlt) o.ll-

rrty lnnl work. l'hough not truth, u lrtst
tlrc t(rtc), r'tr' ttldkt is our ottn," she snii....
t )ro tt'iltl,orh,tol "t..rll l*ly, in htr tllorr
ro arlfrrst to tlrr'irltlr's tolcr lnrcut re.lbrnt

hos dcalt hcr, is not tbout ttt gi,c up.

Few lirrcign busincsspcople gct oulside
of China's main cilics, yct that is lvhcrc
most (;hincsc still livc-in rur;rlarcas,
torvns, and snrall provincial cities. And,ls
Wrigltt <liscovcrcd, that is where sonrc of
the sinlnrcring tensi(ms lhnt nolv h.vc thc
full attr-rttion of China's Ieadcrs-rural
econonric stagnation, disintt'grating cduca-
tion lnd hcalthcare systcnrs, excess lal.lor
and high unemploynl!'rlt, illtcllse resent-
nrenl of corrupt and high-handed local
ofhcials-irrc' lTt'ginrring to comc kr a boil.
Rr'itders who want k) know what lil-c is like
lbr orclinirry Chinese' outsidc' of thc big
cities sh,ruld rlclve int,r thir slim,wcll wril-
tcn, cng.rging, and cvc-o1'rlninB vi,lurllc.

Virgitio A. ltuluc
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IHI REI,OI-UIIO1{
)Rtl\ oitut.Ht_t MtNr x,J
rn{L(:(;1.!, r' (llllN 'S

HtNtltal ANI)

lltttt 8. f tr6lt

lirrccs" (a politically corrc.l lcrm for n

Irivatc schrxrl).
l.ikc othrr (lhincsc localitics. (iuizhorr

is tr)ing to rclirrnr its stirtc-orvned entcr-
priscs (SOEs), nrrst ofrvhich.rrc the lcga-
cv oI Mao Zcri<rng's "Third-l.inc" policy,
rr'hich nrovcll entirc tirctories lo rcrnote
parts of thc intcri()r k) protrct thcm lront
lirrcign att.rck. Wright talks rvitlr currcnt
:rnd li)rnrcr S()1, workcrs. sonrc of whonr
havc gonc into husincss lirr thcnrsclvcs.

\\ right convo,r governnrcnt officialr'
hopc that tourisnr rr'ill hclp absortr sonrc
ol thc unenrploycd in (iuizhorr, which has

l,lunl,v of n tLu.rl beauty. Hc rccounts n

lrif to a resort on ir rare bil of grassland
Itrckcd arvay in the mountainr. as rvell as

lirrnrcr Prtnritr Zhrr Rongii's.trivicc to
thosc trying to (lcvclop lourisnr in
(luizhou: "lusl tircus on urakiog good usc
of vour abundanl naturJl rc\ources....
'l'lrr.rc i. lr,, rl(LJ l,' itr\c\l rrr.rll kirr,i','l
crazv stutT ( /rrrrr4i&rr:ao), likc lincv
hotcls.... Jusl nrakc surc you builcl deccnt
brthroonrs, irnd ke'eP tlrcnr clcan...."

\\right ohscrvcs thr' rcsurgencc oI rcli
gion lnd the.'nrerrcncc ol thc loaal nou-
vcau riche ancl checks out who plays,

and wlto works, at thc (iuiy.rng (iolf (ilub.
()nr'ol lhc nrost valuatrle aspt'cts ol'

I hL' l'rontist ol tht' llrlo/rrtiorr is \{rig,ht's
.rbility to lct thc pcoplc'hc rrrccls spe.rk lirr
thcruschr'r. I rr'rr rvlrr'n lrr' 1,.rr.rplrrarcr.
thcir voict's conrc through Lrutl .rncl clcar.

llcrc he dcsclil:rs the dailv g,rind facing
hi. nt'ighborhrxxl rrrilk lrtl.v":



Corporate Governance and
Enterprise Reform in China:
Building the lnstitutions of
Modern Markets

by Stoyan Tenov and Chunlin Zhan0. Washington, DC:World Bank, March 2002. 168 pp.

325.11{l softcover

,l orp(,rrn (;ovr'rntnce rr.l,l
f Lutroris,' R,titrn in Chinrt:
V ll,,;t,i1,,,, rltc lnsrrutions o1

MoaL'r, Mrrrt.',-r is lhe most comprchcn-
sive account of (lhinese corporalc govcr-
nance practiccs lvailablc toda,v.'l hc' work
clearly delinr'Itcs thc governancc prob-
lems that (lhina is lacing while it huilds
modcrn 6nlnti.rl inslilutions rnd (lti-
cient.irpit.l rrrarkets and explains why
the current efforts to clarify the owner
ship rights of Ohinese firms arc crucial to
the nation's ovcrall c'conomic rclirrrr pro
gram. Although the work expresses only
the authors' opinions, its sponsorshil, bv
thc Intcrnational Iiinance Corp., rvhcrc
Sloyirn'lincv is head econonrisl firr Last
Asia, and thc Wrrrlcl llank, where (lhunlin
Zharrg i. ir s(nirlr cntcrpri:'e restructurittg
specialist, denronstratcs the ccrtrnl
irnportancc of governance issut's in
emerging rirrkct cconomies-

According to tht'authors, the poor
perfbrmance of stlte-owned entcrpriscs
(S()Es) stcms largell,from the llarvetl
ownership and.ontrol svstem. SOlls
,,ften h.rvr inrdcrquate inc(nlivc \tru(-
tures, and local govcrnnrents shicld cor
porations liorn nrarket disciplinc. lhc
authors nrguc convincingly that thc
estirblishm!'nl of an effective corporale
governnncc systcm would help rectifv
thesc problcnrs. Indeed, the creation of
the Stnt( A:r\cl l\lrn.rgcmcnl Crrr]lnrissirrn
at thc.2(X)l National People's Congress
illustrates the govcrnment's cffilrts to
streanrlinc control oI SC)Es.

ltnev and Zhirng larrnch tlrcir rliscus,
sion ofthc statc ofcorporate govtrnnncc
in Chinr bv surrrrrrirrizing thc rolc of cor-

Porale ({rntr()l in thc (ountrv'} lji()llr)nr(
reforms sincc l97li- lnitial ellbrts to boost
effi cierrcy through nranagerial per[or-
mancc inccntivcs failcd to producc signif-

icnnt resulls l)cailusc thc nranagers faccd
no penaltics lor poor performance.
liurther efli)rts to diversily owncrship by
corporatizing ltrnrs conlised the mattc'r'
lrciruse firmr rvcrc lrlt untlcr an arrav o[
local govcrnnrcnt irnd ministerial
clainranls thnt both rxvncci irnd rcgulated
the companics.-l his trlltant contlict ol'
intcrcst produ(cd incentives lbr local gov-
crnments t() inllucnac ilnd protect conl
panies Llndcr t hcir jurisdictioll.

The book trrcklcs sevt,ral criticirl
nspects of corpornlc rcfornr in China,
including thc corfrorntc' governance of
srnall and urcdiunr-sired enterpriscs;
orvnership ancl control of large listecl cor-
porntions: and thc rolc of thc skrck nrar
ket, transparcncy, and inli)rnrirti()n
disclosure.-li'ncv irrrcl Zhang assert that
dominant stalc ow ership rnd the gov-
(,nrnrcnl s Jl)ilily l,'.rppoint m.rnager.
and directors is the nlost ifiportant
inrp('dinrc l l,r lt.ltcr (orpr)rJte BrNer-
nance and irrr|rovcd capitll nrarket c'lli
ircnt)'. t he.rtrth,rrr er.rrnirrc lhc lcrcl ol'
state control oI publicly listcd firms and
clemonstratc th.rt b1, controlling roughly
trvo thirds of all cquity shares, the statc
cffectively rrraintrins (ontrol over 95 pcr
ccnt of all listcd lirrns. l lre book nrethod-
ically exnmines thc siz(', slructure,
conrposition, and charactcristics of
(-hinese lroartls of dircck)rs, a crucial
level of:rnllysis lirr undcrstanding thc
nreChanics oI corporllC c{)ntrol.

'lenev and Zhang Pr('scnt several
important rcaomrlrcrr(lirtions for intprov-
ing corpornte govcnrirncc in (lhina.
I)ilramounl anronB th('sc is rcducing thc
p,'litiial contr,rl ()v(.r tirrn\ h\ reparirtillg
lhe state's corporntc aontrol tionr its
cashflow rights. lcncv irnd Zhang proposc

Continued on page 50
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Open for Business:
Lessons in Chinese Commerce
for the Nevv Millenniurn

by Jane C.M. Kuo. Boston, MA: Cheng & Tsui C0.,2001.344 pp.

(Vol. ll. 480 pp, (Vol.2), soltcovor Prices:Vol.1 and Exercise Book, $39.95;

Vol. 2 (including exercises), $39.95; CDs lor Vols. t and 2, S39.95 each.

6 x*:.:;:l::::;i,i,'i:',',*1"''
V inr"r".,".l in impr,,ving their
business-related vocabulary. liach chapter
takes the following fr)rmat:6rst, the text;
second, background infornration on the
lesson\ topict third, vocabulary; firurth,
granrmar and usagc cxplanalionsl and
6fth, a section explainingl synonynrs. The
text and the vocabulary arc in simpli6ed
characters, traditional charactcrs, and
tsnglish, while the voca[rulary section irlso

has pinvin. Crarnnrati(nl (xt,l.lnationr
appear in English; samplc sentences

appear in simplilied characters and
t)nglish only. Thc book wraps up with
three indexes, all ordcrcd alphabetically
in pinyin: vocabulary, lcrnls with gram-
nrar and usage cxplanations, and syn-

onynrs.Exercises fill in'thc'trlanks,
aonrl)lctillS sc'ntencr's, nratchins, and
rcldirtg,conrprehension qucstiotrs-tein-
li)rcc the Icssons.

\o l.rr. this rorrrrrls likr nto.t ( hirrcsc

rc\tlx)()ks. \\'hat scts tlris rrnc ap.rrt is its

srrl:jcet nr.rllcr, r.'hich covcrs a rang,c of
tolrics rcL'r'lnt to Chinl's eLrrrcnl httsincss

.trttl c.,'rr,rrrrr. cllvir(rrtlt)cnl. \tr(lr J\ l)ri-
villc cnlcrprisc, mnrkcl rcsclrch, nrarkct_

ing lrcncls, hritnrl torlsci()usncss, intctesl
altl firrcign cxchnnge rirlcs, nrrnaganrcnl,
lirrcign trilrie, (-hina's "pillar" cnlcr|riscs,
.rntl 'lrot topics" including cnlironnrental
protc(til)n, the Internct, intclle.lu.ll prop
crtv rights, and techn()l()S,!' lrdrlslcr. I'()r
studarrts ol (-hin!'se [r\ed l(] lc\lb(x)ks
putrlishctl in the PllO, nr.rnl of Ihc cxatn
plc scnlenccs arc rcfrcshittg:

"l)oing business through'guanri' can

prcvcrrt bcirtg cheated."
" lhc constitution hirs arliclrs thnt

gu:rritntec pcoplc's lieedonr of sPecch

and religion."
' 

I 'r 
r I i t i i . .t r t rl cirrttonri,...rre.l,"clr

rt'latcrl.'
"'l-hr Bovcrnnr!'nt has arl4rtcd varrous

nrclsures lo prcvcnt britrerl'anrl corrult-
tion."

' Ilcli'rc riFnrrrg contrn(tl, (rtrr)l.rrrics
should carry out due diligcnce to prcvcnt
lia ucl."

In sh()rt, this set of tr:xtbookr ir a rvcl-

conrc atldition to the rathcr nnrrow ritnlle
of options lirr students of busine:'s
(ihincsc.

Continued lron page 49

scverll nrethocls lirr rcdr,ainB stitte own-
crship in a systcrnatic rnrrncr, includittg
crluitv swaps, arrctions, plrlrrcrships with
instituti()nnl invcsl()rs, xrld corrvcrting
c\isting state shnrcs intrr prcltrrcd non-
\'()tilrB shares. 'lhcsc approirclres coulcl

frolc.l thc stirtc's lln.rncirl inlcrests rvhik
l-rccing lirnrs ti()rrr govcrnnrcrlt ((n)lrol
ancl nrinimizing lin.rnci.rl nrlrkct disrup-
tiors. Ncxt, thc nuthors lrgur'that itllow
ing lirrcign anci donrcstic instilrrtional
i,rvestors lo pl;r1 a largrr role in the
financial mrrkets s ill h.rvc .r stabilizing
clftct, is the prescnca ()l'thcsc invcsk)rs
rr ill likclv influcncc thc nri!rirgcrinl stru.
turc lnd corporllc 11ov('rnrncc practiccs

ol tirnrs. ln lact, largc qurlil'icd foreign

institutional invcst()rs hxyc rccr'ntl)' bccn
npprovrd to purchase donrcstia A shnres.

I:irrally, thc authors irdvo(itlc strcngthcn-
ing thc rig,hts of nrinority sharchoLlers to
voicc their opinions,lo dctcrnrinc thc
tirning and agcnda of bolr,.l tncclirrgs,
.rntl to bring civil larvsrrits anrl class

il(t i()ns ngainst fraudulcnl aorlx)rnlions
and dircclors.

'I-hc nrain ncakncss r)l lhc b{x)k is thnt
it includt's only sparsc rcli'rcrt.cs lo.rnd
er.rrrrplc. rrl irtlual tornl'.rttics.rrr,.! thcil
practiccs. Irrrller use r)f ancaLlolcs nnd
illustrations would provirlc a richcr
tunrlcrstanding oI the issucs. lncreasitrgly,
(ihincsc lirnrs are publich disckrsing
inlirrnration lbout thcir bo.rrtis ol direc-
l()rs, rriln.lgemenl conrpcnsation. slock
,'l,ti,'n,rrr tt,.r.hil,.rrrJ ntrnoritr sh.rrc-

holdcrs. Indec'd. a 6rrl lcvcl pctspcctive

on c()rporntc Elovcrnance is csscntial to
uncicrstlnding tlrt' prnctical inrpli(!liorls
oI lhcsc issucs.

-l 
his lrtxrk woLrld bc usclirl lrr lcitdcrs

gcicr.rll,v inlcrcsted in (lhinr's contcnrpo
rary ccononric rcforms. ll is strongly rea-

onrnrcntlcd lilr readers with a kccn
intercsl in a()rporrtc a()ntrol irrl(l iinan
cial institution'truilding, as it l,rovidts an

crfcrl ()\'crviaw and analr'sis of sottte of
the corc issucs thnt the Olrincsc g,overn-

nlent rvill l)c.rtlcnrptitrg to rcsolvc ovcr
thc aoming, ycnrs.

-lli l. ,,l I ),rui'! fu itry

Richard 0aniel Ewing is a non-resident lellow
ol Chinese studies at the Nixon Center in

Washington, DC, and a finance maior at the

Wharton School of the University o,

Pennsylvania.
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IFnc s(rr\' ,rr nJrcr I rr(rut1 rs tl llrcill
I tale ,,f trirrrrf,,nnalion ind inn,-
I r"t,.,n rn ( nlnJ \ nlrnuracturng

industry. lcannit- Yi ard Shawn YrJs

account of the cvolution of (lhinese
white grxxls rrranuf;rcturer Haier, l"r.
Haier \lay, is a rcspectnblc rendition of
how thc Qingdar' { icncrnl Rcliig,crat('r
Factory, an inellicient collcctively owned
enterprise, translbrnred itseli into thc
modern appliancr powcrhouse it is today.
Centrirl to the story is the lcildership of
CEO Zhang Ruinin.

Forcign nranrg.'rr will tind th.rt thc
book's grealcst strenglh is that it reveals
successful techniqucs lirr nranaging and
intcgrating fornrcrlv slntc-owned .nter-
lri:rci inti) cntrclrcncuri.rl conrp.rnics in
China. Forcigncrs nray lind Zhang\ use
of sclf-criticisnr, a vestige oI the (]uhural
Revolution, to nrotivatc lhc enlplo)'ecs of
an acquisition trrgct surprising, but such
criticism is a conrnron nrdnage[rcnt tool
rn (.hine\c ronrpJnicr. Zhangs n.rviga-
tion of l:rbor issucs with thc cn:ployces of
thc Ycllow lvlountairr'li'levision (h.,
which Haicr took over, illustratcs the dif-
ferenccs th:rt.rist between (]hina's state-
owned and entreprcneuriil entcrprise
cr.rltures, Parlicularly conrpclling is the
sttrry of hrrw Zhrng thrratcrred to rhut
down Yellow Morrntain aftcr its employ-
ees prolesled atrout the introduction of
onc-ycirr cnlPloyrrlcnl ((lnl rilcts renew-
able based upon prrforntance. Haier
ch.rllcngcJ th( irr)n ri(c howl" r)cntalitv
and prcvailcd igainst striking workers as

wcll as thc krral ruthoritics wh,r had ini-
tialll,sided rvith the rvorkers.

More important, this scgnrent of the
book, which dcscribes how llaier solved
a myriad of problems and succcssfully

absorbed \cllow Mountiirr, providcs.ln
invah.rable roadnral, lirr horr' lo rcsolve
the inevitabll, dclicatc inlcliration issucs
that arisc whcn an cntrclrcnrttrinl c()nr-
plnr .r.quirc'.t \t.tlc-(rrvncJ ( ll11\lr)).

I h. l]:rrr.rliv( p.rrt\ r)l lh( lr,x'k .rr(
construct.d solidlv nnd s(cnr wcll-
aescnrched, but ilt limcs arc ovcrly
tbcused on lhang-Yc and Yi sfrenri
ruuch of thc brxrk clcscribing Zhang's
leadership phihsophy xnd acconrplislr-
mcnts.'l'hc nulhors rlso try too hnrd dl
times to valitlatc lhc Iliricr [rusincss
modc'l through conrprrisons with wcst-
ern business modcls. Analogics l.lctwcen
Zhang Ruinrin and lrck Wclch olien
secm strnincd. ln attcnrpting lo dcmon-
stratc the novclty r)i lhtng's nrrnagc-
nlanl, lh(.lulh()r\ rrli\\.r (l,lti(.rl l\)inl:
thal it was nol so nrulh lhe substancL'()f
Zhirng's theories that \yrs k('y l() Hxicr's
suacess but the nrinncr in rvhich thesc
theories rvr'rc implcn'rcnte(l tlrat givc
lllicr its aclvarrtagc. Zhang consistcntly
emPhnsiz!'d qurlitl in trlJrragcnrcnl, []ro
ccss, and products nn(l int(grnted.lll of
these conccpts throLrgh skilllirl applica-
tion of (lhirrr:sc cultural traditions.

As the lirst to rc'cognizc thc sigrrili
.ancc ol- lhc I{aicr story, Yi and Yc

de5ervc fririsu li'r hrirr6irr6 t,, lig,ht thc
first of what will cvcntui:rlly bc rnany
Chinese conrpany sua(r'ss storics. Ii)r
nranagers of lirrcign-invcslcd cntcrprist s

in China, ?h'tIoit'r Il/rt1', is llorlh a rcad.

-Aurit Stylts

Auria Styles is manager, Business Advisory

Services, at the US-China Business Council in

Washington, DC.
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by Jeannie Yi and Shawn Ye. Dumont, NJ: Homa & Sekey 80oks,2003.280 pp.

S24.95 hardcover.
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I would like to order the following US-China Business Council publications
(please check):

J An Investor's G de to China's Provinces and Cities,2nd Edition
August 2003 (USCBC members $39.95, non-members $49.95)
Please check if you would like tr PRINT or J ELECTRONIC version
'l inrely, ut)-to'(htc inli)rnliition orr cv€ry provir.c aDd ,rri()r .it! in (lhin.r t() hclP yr)tl cvaltratc and plar
whcrc your conrpirnl \h()uld scl oI ofcrttions aher (lhinr's W'lO Ph.rsc-irtr trkc' plircc.

C) Hunrun Resources in Foreign-Invested Enterprises in China: Strategies and Solutiotrs
April 2002 (USCBC members $25, non-members $75)
Uss(ntidl inli)nn.rli(,n xnrl lrlvicc on hor'r to hirc-irntl
kccp-(ihincsc.rnrl cxP.rtri.rtc rnrnagcrr ol (lhinx vcnlurcs

O Beyond the Rhetoric: A New Look at Localization
May 2001 (USCBC members $25, non-members $75)
An h()ncst Jnd pruclicnl asscssnrtnt ol how US companies

can mcnk)r.rnd trrin locrl nranagerial clndidates.

J Environmental Trends and Polieies in China:
I ntplic a t io ns fo r Fore ign Busi ne ss

March 2000 (USCBC members $25, non-members $75)
(lhinr's elforts lo clcxn up its rnvironnrenl nrcin nct{ lnws

irDd ncw n)irrkct {4)pr)rlunitirs lirr forciBn hrms.

Q Weaving o Sociol Safety Net: Labor Developments in China, 1996-1998

February 1999 (USCBC members $25' non-members $50)
tlow (lhina's socirl insurnIcc rcli)rnls rllect lbrcign firms.

O Distribulion of Goods in China: Regulatory Franrework and Business Options

June 1998 (USCBC members $25, non-members $50)
lk)\r lirrL,ign lirms nrviSnlr th. l'R(]'ri distribution svstern.
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The Rise or

lndependent
ry Producers

"_,

Fore ign media conrpanits arc
h oressine PR(i rruulator\ l(,
I ,,p.n ,p"t;hinr'...-bl" I'v n,ur-
ket. (The 2003 Oatalogue (iuiding
Foreign Invcstnrerrt in Industry for-
bids foreign investmenl in program
production, publishing, and broad-
casting.) ln fact, some foreign 'lV
production companies have already
slipped their programming into the
mainland by way of China's growing
numbcr of independent produclir>n
companies. 'Ihese conrpanies are not
only intermediaries for foreign nredia
companies, but also maior conlent
providers for krcal TV networks.

The enrergcnce of indepcndent
TV production companies is a result
of China's competitive TV advertis-
ing market. China's l'V broadcasters
currently rely mainly on advertising
for their revenues. To attract advertis-
ing from increasingly choosy advcr-
tisers, these broadcasters must con-
stantly boost the quality and variety
of their progranrs. The demand for
good programming in turn has
spawned a growing number of inde-
pendent TV producers. Reijing-based
Enlight TV Production Co. t.td. pro-
vides one example. Established in
October I998, the company currenlly
produces programs that are broad-
cast daily over some 230'fV stations

across (lhina. Mcanwhile, its revenue
fronr sclling ads (independent pro-
ducers often gct paid in ad slots
rlther tlran cash) rose to Yl50 million
($18.1 nrillion) in 2002 from Y4 mil
lion ($4ti3,U40) irr 1999.

lbughly ltO percent of programs
broadcast by (lhina's -l'V stations to-
day come from indcpcndent produc
ers. lndcpendent programming dom-
inatL's most contenl catcgories. with
thc ciccption ol rrews, which is still
tightly rcgulated by the government.
What advantages do independent TV
producers have compared with state-
owncd 'l V producers and networks?
l-irst, their programs better reflect
rrrosl viewers'daily lives, or at least a

vision of daily lifc that yiewers want
to sce-intlepentlent producers fre
qucntly survey China's l'V viewers k)
gauge their programming preferences.
Sccond, I hese conrpanies generallv
produce more innovative and enter
taining TV progranrs. And last, they
have started b cooperate with foreign
media companies in bringing foreign
prograntnring into China. Tanglong
Intc'rnational Media, for cxample, be
gan importing programs from Via-
conr's Nickelodeon Channel in 2001,
while Hainan Holdings inked a deal
lo introduce I)isney's cartoons to
nrainlancl audiences in thc same year

The most popr.rlar frrreign pro-
grams have traditionally bccn clrarnir
shows inrporteci front Hong Kong
and Taiwan, but South Korern pro
gramming has recently been rnaking
inroads in (lhina. With lhe cxccplion
of lhe drama shows fronr 'liiwan,
most of the progranrs are dubbed,
though some are subtitlcd.

Recently, iurports of ncw tyPcs of
programming, such as news, scicncc,
and educational programs havc l)c-
gun to increase but they hirve yct k)
attract a large audie11cc'. [,]{(] law
does not permit thc'hroadcaslcr lo
show the progranr's countn, of origin
or the name of the original progrlnr
producer.

With an increasing nunrbcr of
private companies cntcring Ohinl's
TV progra m m ing se.lor, growing
competition not surprisingly has [rt-
gun to take its roll. At the cnd o[ 2(X)]
more than 1,000 independent com-
panies were producing'l'V prol4rams.
By the middle of 2003, many oI these
companies had either merged or
closed thcir doors. But though rnorc
mergers will undoubtedly tirllow in
the next few years, indepen<lent conr-
panies will neverthelcss continuc t()
dominate China\ 1V progranrming
industry. ft,

This anicle has been adapted,rom rscBnt N4FC lnsight Briefs, a wBeklytelacom information service (',l/ww.mfcinsight.com).
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n. wcckcn(l l.rsr llll, I h.rd tlrc l,rivilugt't,l attcnciing
the' lrilth,\nntr.rl (lhina Sock Inclrtstrl l:xprr.rs rrr
honorerl gucst. lhc event w.ts ltoste<l bl Zhtrii.

Zhciiang .r nrcdiurtr sizcd citl rotrghlr 100 kttt srrtrtll ol

Sh.rnghri. lhc city is kn,,rvrt ,ts thc ortc.tttcl orrly srrck crrpit.rl ol
thc worltl .rrrtl l,lrv not? Accortling to thc h.tnclbtxrks attrpl)'

srrppliecl hv crpo rrrg.trtizcrs, lhtrii ctrrrcrrll)'lrrrtlLrics ti hilliotl
plirs o[ socks ,t y(rr xa(()trrlling Ii)f ().5 Prraclll ol ( ]hirrl's srrik
i)utplll nrrd -15 Ptt'eetrl rrl sock pro,.ltrctioll wot'lclwitlc.

As I w.rlkccl rtounrl lown .rlier nt,v.rrriv.rl, itwat-c ()l thc ()nc

in thrcc.hiln(c thrl thc socks on nrl lcct hacl hecn prodrrccd in

Zhrrii, I cotrltl nol r(sisl l(xrkiIS.rl Pco|lc\ lljel lt) ol)servl trcnds

in loc.rl sockrvcar. I lropcrl to spt nrore lh.ttt tha r!crilgc v.lriel!
of tix)l 8.lrl), hut pcoplc in ZhLrji rlitl not :iccnl li).nr( rnore

about thcir socks lhln PcoPh itt Shangh.ti, ltcijing, rrr anvshcrc
clse. lhc lorrrrspe,rl,l( sc.nlc(l l() h. li!inS l.rirlv rvcll thotlgh
storcliontr' rvere ocetrpictl. ehilclrcn .rntl p.rrtnts pl.rvcd br.l-
nlint()n on thc siclewalks.

anri liuit stands wcre wcll

stockecl. I rluieklv con
cludcd that thc u billion
socks nrust bc having.t
positivc irnp.t.l on lhe
i{)mnrunit}, if not ()[ the
firshion varittv.

-Ihr'cxpo ollicirrllv
kicked oli thc n(\t nrorn-
inS in th(' rDnio \qu.rre ol'
l)atang, a suburb ol'
Zhuii rvhcrc nrosl ol thc
sork laal()ri(s oparalc. ()n

l crxrl, ovcrrasl Sitlttrdav rnorrtinu, with lirg rising atroYe thc
sr.rrrouncling hills, I j,rined hrrnrlrctl. ol olllci.tl invitccs anr.l

thousanris ntorc curious ltreitls in wilrtcssing a hrrgc cclchlr_
tiort-lircworks, d.lnecr bl' loc.rl (lcnrcnlilrv sah()ol stud('nts,

ticr)' s|cr'chcs l>l Sovcrrllllcnl.ln(l (-hincsa (i)tltrntrnisl I)arly
lcadcrs. irtttl ir eo[:rlirl eonlelti shorvcr'.

()vcr thc ncxl lwo lx)urs,5hutllcd vi.t ItrxLrrv lrr.rs, rlly tlelcgl_
tiorr cnjoycd a tour ol thc cxposilion cetttcl hulsting rvilh sr:ck

salcs brxrlhs; r eontplclcly nrcchrtnizcrl sock litctory;lntl .t

nrcchrnizcrl, chenticirl Iibcr lirctrrry.
lly thc linic ruy ticlcg.rlion l1(11lgd hrek to Sll.tngltai Lltct'

th t rlicrn(x)n, Iw.rs li'cling a hit cxhrur'lc(I. Ihatl ntvcr bclirrc
scen so nrnn)_ soaks io ir singlc tlrry, nor hn(i I cvcr ill)sorbcd s()

A lown in Zheiiong
celebrotes ils

entrepreneuriol sPirit

rnanr',.1etail' ol thc sock nrakirrg prrrccss spirtning chcnrii.tl
tibcr thrcrd. thrr'arl tlvcing, scwing. nrarkcting, stllint-not lo
nrention.rl('bralinB nc\v.lnnull sock pr(xlLrclirrn rccoltit.

I tlr()ught thnl the'da1"s cvcnls nrust havc bcen old hat frrr

thc otlrer delc'g]tion nlcnrt)cr\, nr()sl ol whottr werc ( lltincsc artd

lrany vcrrs older than L Sulcly in ( )hina this kirrcl ol cclctrra-

li()rl is J aomnr()rr erprcssirrrr ol pritlc lirr.r hrcrl .tccottll,lish_

nrcn1, witlr oi6cials.tnrl townslirlk slurinB crcclit firt nttlttt.tl
e,cononric srrccess,

It turns out I rvirs ottlv plrtly riglrt. lhc,.lclcgrti,rn inelrr<lcrl

scveral locll econonrists liont tlrt Shang,hai Ac.rclcnly ol Socill
Scicnccs. a group crl-rctircr,l dipLrtrt.rls lr-ont llcijing' anti a h.rntl-

lil of reportcrs lnrl assislitttts. As I sprrkc rvith sonrc tncttllrcrs
ol this hig,hly cdu.ntecl and distinguishcrl group' tmr thirrg,s

l,c.,rrrc ilr.rr t,, rrr.. I-rr\1,llli\ lril'\\.1.. ln [\lrl ,l \.1(.lli,,l] .l

chlnce lo cscrtpe liour lhe bustlc lnd polltrtion trl ltciiing.rrltl
Shanghti .rntl to cnjol .r grxxl ol,.l llslriortttl cclcbrltion.

ernter, rvith thou!Jnds ()l Pri\irle crrnrpanics. crtllhro.rl eonrpc'

tition, strean)s ol donrcstic rnd lirr.'ig,tr lrtrvcrs,lnti .r rock solid

local tax base.-lhcir story h.ts hcen rcPc.rlcd lht.ouBht)ul (lhinn.

trut especially iD Zheiiatrg. rrnc ol (lhina'r nrain cntittcs ol'
tlorrcsticitlly invcslcd, nlilrkel oricnlcd 8r()wlh. Ii)r l)ll(:
cconomisls itnd rrflicirls, citics likc Zhtrii ilrc,ln inrl)()rlrnl
bar-onreter rrl currerll nnd lilur'c trcnds in thc (lhincsc cc()o()_

nry.'lhcv also rcally know how l() thr(Nv r ,r,trtr. 
_0,r,,,, ,,u*

Adam Ross is a research associate at the US-China Business Council's

Shanqhai ottice. Photo creditr Government of Datanq, Zheiiang.
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Scconcl, thc trip providcd
a chanec lirr thcsc aca-

tlrnric .rntl prrlitic.rl clitcr
to crpcricnec lirsrhrnd
lh! ncw honlcgr()wn, sua-

rcsslirl t'nlrcprcncurill
\pirit thrt i5 e\pkxlint
lhroughoul thc !ountrv.

Alicr.rll, i l5 \'cnr:'
thc lhu ji golerorncnt's
snrill-s.nlc lc\lil!' invcsl-
nrcnl\ hn\'c g[o\vn inlo,
nrultihillion tloll.rr,
rvorld cl.rss f roduction
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Opening Your Business to the World''

I -800-32 r -8807
maersksealand.com
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ln China, relationships are everything.

Since 1924, we have been serving the China market - and today we are

the largest foreign operator in China offering shipping services, logistics

and container terminal services to imPorters and exporters worldwide.

Call us today to see how we can expand your China business.
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Please take this opportunity to sign up for
The China Buslness Review. The CBR is the only magazine
that covers every PRC industry, strategy, region, marketing trend,
and commercial policy development, including:

Strategies for penetrating the Chinese market
Opportunities in your specafic sector

lntelligence about your competitors

Pitfalls faced by other companies

Tips on working with Chinese counterparts

Legal developments in China trade and investment arenas

Chinese government personnel changes and contact information

ln addition, our website makes researching easy with access to the full text
of past CBR issues online for no extra charge.

Padnered with The US-China Business Council since our inception in 1974,
The CBR teatures articles by the executives and experts with the latest on-the-ground
intelligence on China business issues.
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Subscrlbe now to taka advantage of t{re unique

coverage that only The Chlna Buslness Revlew offors.
www.chinabusinessreview. com
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