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A Quest for a NewWorld
of Hospitality in China

ln,,l.l(llrrrrrr,rrrrrl rr.rt*rL,rr:Jrr,not.rlttrrnJntrrrh. I\i lflf\ \\cr(
long rnJ rrJu,,u'... itnd comti,rt.thlr Lxlgrng rur' hurLl r,, irrr,i

lr.hy, ther,r's a Nol Vorld irr llt'rlirrg, OLrang:hou urr.l Shrnghai. All
irst ch* hr,tcl. shcrc nlvrllinq husrnr.' pcoplc cnjov thr Lrrmrxr rn romiurt,
:crvl,r lnJ rr lt. (l ,nr tnrent l,,.rtrr,n:. u'ell rfl\rinteJ r,,,rrrr', .r rvrJr chor.,:
oihu'in.*.Lrll,rt .tyr rie., rc.rr,:rtr,,n,rl lrr.rlnr,:, anJ, rr rrh,,Lri J,,uhr, rhc r.('r

For 6nc accornmodation andsuprb hospnality in China,look no funher
than New World

tO New wORLD HOTELS INTERNATIoNAL
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llTrends Issues

Swap Rates Climb
l.xr hangt rllr'\ lt (,hi!la s Ii)rcigrl

cxr hangc a<ljrrsttrtcttt (s$J[)) (enl(rs
rosc rrpirllv tlris sqrring, cxrccrlitrg
rllc Yt; $l rrr.rlL lor tlrc lir\t tilrt' in
()\'cI lrr(, \'r'irr-s. llx sPrca<l bclwt'ctr
ttrc otlicial barrk r;rtc (|4.!,/$l) tur(l
thc srr:rp ratt', rrltirh rilrrgc<l liont
Yli.2-l;.i)/$l irr tritl-.lttrtr', ltas ttrtw
irrr r ca.crl t., l'..:-18 lx.rccrrt. .rltlr
rlil>pirrg l>t'Lxr 1) lr(t(t.nl Ior th('[)asl
\f If.

A rlr:rrp r'r:'c irr (:llirrJ s rlrllx,tl\ i\
tlrt rlricl r-casorr fi)r tllc lrighcr swal)
llrtcs. Rclirxuliorr ol' ittt;xrt-t r'orrtlols
lr.r\ \rirlrl.rtr'(l rI trt.ttttl {r't li'rt iBrr

crr'ltatrgc ltl llrt' r t'tttt t's, as ttrort'
lrrrr'rs rritlr ittrlx,tl aPPIor:rls at-
tcDrl)t l() l)u\ Iirl( igrr r rrr r c rtt r'. AI tltt'
s:rrr( llrrr', Iss l,rt igrr r':*rlratrgl i.
l>r'ing soltl irrto tlrr' .( ntc! \ iis (;hirrrsc
rrrrits rr'ith r'<tairrrrl I,,rcigtr r'rrlrattgt'
Iirr<l irrr r'cascrl irrlx,r I ol)lxrIl rrrrili('\.

ll rrrorr Prrtrh:trtt,' rotrlirttrc l<r

r lr.rst. lcrs r llrrrrrc tSlr.urglr.rr'r t t .rrlrrrg
rrrlurrx irr :\1rtil rrar .$2(i0 rrrilliorr. a

rlcr lr,irst, ,rl 2(l lx r( crrt Irrrrrr ,\plil
l1)1)l \(,llllrr( ). srraPlalcsc,,rr<t'irubll
<orrLl g, trcrr ltiglttr, 

1 
r . t t t i t t r I . t t I r il

(iltitt<rt' irttlxrrts rolrlitrlt( l() l{l()t\' ltt
srrtlr a lrrisk Prrrt (v'r' Slrort Iukcr).
l)rrrrrg (.lrirr.r'r lxrrorl ol t'.rprtl iru.

Po[t g|{)$ tlr irr car lv l{lfill, lirr
cranrplc. rrtup rirtcr rarrgctl lrt t*t't'n
Yti..lirl$ I :rnrl Y{i.lt(1,/$ I .

Irr rcl:rted lcr\'s. Statc .,\tllrtirtistr ir-
t ion ol l)xr hangc ( lottt t'ol (S.\ !l( l)
[)ilcct()r' \'il .lierurr st:rtctl irt atr
irrtcr,icn rrith ohita Ihtlt- t\in (.hi-
rra's krrrg-telrrl goal is to rrralic thc
tuart c()rtrtrtiblc. -l lr:rt g(,al is Ploba-
blr still lar trar', hrrtrert r. as ltcijittg
is nor \el sillirrg to rclir<;uish that
rrrrr, h r,,rrlr,,l ',\(.t tlt., ,,,rrrlr\ \
ttarlc att<lctrt rt ntt rrer hartisttts. l rtt-
(llett|l()tc. t()rrrertihilitr is rrr,l rc-
rgrrirc<l [irr nrcrrrbctslrip irl rllc (;(rl-
cral .\grccrncrl on lurills rrrr<l lt:trlt'
((;.\I'l), rhcrcb\ clitlrirrating tlrt rrra-
jol soulrc ol orttsidt' pttsstrtt Iirr
charrgc irr (ihiua s trarling svrtt ttt

l\.lrilt rrr,rrr r,'ttrt t'tilrilitr lcrr.rirtr
rrrlikclv in thc rtcar lirtttrt', (ilrilrc:'c
oUirials Ir'cqrrentlv sat'thlt lhc\ xI('
rvorking to cstal)lish a "r'r:rrtirrllctl.

sirrgk'-lLrat t.xIlrangc Iate s)'slem.'
lhirh sugLcr.ts <iring asar with
lirlcign cx< hangc (crlifi(ales (l'E(l).
llorrcrcr'. rro dcfiritirc plans have
lx'r'n issrrcrl firl abolishirrg the Fl)(l
svslcnr. r\ r otrtrrllt rl-lLrat ('x(harrge
\\'\t(tl \lol,s slt,rrt rrl r,rrrrt'ttibilitr.
l>ut drx's \uLll('\r that ttre olli< ial
barrl Iatr'uill crrrrtirrrre t() bc der'xl-
rrctl il tlrc rlilcctiorr ol lltc s\{ap rirte
irr rrrrlt r to t'rctttttall)' cstablish a

singlc-ratr' slstt'rrr.
(lhirrcsc rrllicials lravc also stated

tlrlt tlrcy hirvc tro plllrs to <lcrclrp a

|:rr ti:rl r,'rrrcrtilrilil\ \\\l( rr lot' li,l-
(.igu ill\r\tr)r's. I rrr' tlt< tinte br'irrg.
(llrirr.r irrtcrrrls li)r li)r('igl irlest(ns
lr) (r,DtitlU(. l() Iclr orr cxlx,rts, lhc
\r{.r1, r ( rtcr\. :rrt,l lirttitt'tl l,,rr'igrr
cx<h:rrrgc ralcs in (ihitrit to nreel
l,'tr'r,att , sr lltrrBr' rrcrrls I lrct'c ir
tall. lroscrcr'. ol rorrrbirrirtg tlte
!rraIl\ ll)0 alr t ()nr )nr( )tls s\r'al) cerllcrs
irrto a sirrglc natiorral rrrarket. I'ro-
ri<ltrl Lrr.rl ttrisllttttc to stlch;r pl:rrr
rlrn lrr. r,rcrrornt', lr ttnified slap
rrr.rrLlt s,'trIl itt, r'r':rsc tltr' [orcign
cxrlr.rrrgr' .rr.ril:rlrk' t,, itrrr':'tor. irr

lixnrion\ (,utsi(l( ol Sltattghai anrl
(;uilrg(l()ng. ulrt'r'c t t atlittg lolttnres
nra ( llr r crtt l\ lirr'8csl.

.|,,1r r t lrisl>ir'. tlircctor',
LiS-(lhinrr Brtsiness Oottncil

Itt'ijirrg ( ){licc

,/

/t 7/I
\ T

/ ! I

I
nrents include parliamentary under-
secretary of state for Northern lre-
l:rnd, nrinister of state at the f)epart-
nrent of Education and Science.
rninister firr overseas delelopnrent at
the Foreign ;rnd Conrnronwealth Of-
fi(e, arrd secretary of state fol tlre
environnlent- He has no previous
(ilrina expericnte.

In anolher recent appoinltnertt,
,\lastair Goodlad replatetl [,ord
(laithrress at the post of British
nrinister of state with special
responsiblitv for Hong Kong at the
Foreigrr and Comnronwealth Ollice.

-AAF

lt^!ae I
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(lhristoplrrl l'xtt('n Ilas bccrr clro-
scll l() su( ('c('(l SiI I)avitl Wils()n as

govcrrror lrntl < orrrnrarrdt'r'-irr-clticf ol'
Horrg Korrg. l';rttr'rr. t ttrt'cttlly r ltair -

rrrurr r'l tlrc lltitislr (lrrrtrctrativr'
l'.urt. r' ill tlLc up his.rpp,'irrtrnt'rrt itt

.lrrlr. Ilrc orrtgoirtg gotct'ttot'. irr
pt'aisittg tltt' irlrlx,irtltttcnl. s:li(1,'l
har'c krrrrwrr l\I r. I'illtcr) lil ttrattv
vears. Hc rrill bc att cxcellcttl gottt'-
rrrrr lirl a rr()sl irll)(,r'tarrt lxrio<l irr
ll,rrrX Korrg s ltist,'t'r. Hc lr.rs .r littt'
r'('l)utali()tl ils lrr irrtrnerl:'cly ilblc
pcrsorr sitlt a gtcat tlcal ol political
erpclicrrce at tlrc higltcst lt'r'cls."
l'.rttr'rr'r past g,rrrt'rtttrctrt aplxrint-

The lr{ext Goaernor



Short Thkes

Customs lrulicLs Chirut,
Tiaders

As part ol arr ongoing inIt'stigarion
lrr I S (.rrstours. [crler:rl arrtlrurities
annorrnte<l (,1 Mily (i that three
corttPrrrtir's :rrrrl lirrrr irrdrrr<lrr.rls irr
lhe (lhina trade hatl bcen charge'd
with tlefr-arr<lirrg [.JS Orrstorns arrd tlre
Inlcrnal Rcvcnut' Selvict. (l RS). 'I he
indictnreIlts allege th l a (lhirrese
textilc nlanu[:t( rur'('r ((:hina Jiangsu
(,l Naniilg). its Ncw l'rrrk sales irgctrr.
an<l a Oalifrrrlia-bast'd ap1>arel irn-
p()ll ((,rrrpanl' un(lcr-t('p()rle(l the
r'altrc ol-(lhincsc tt.xt iles ;tnrl t lotlrirrg
b] as nrrrch as $2.1 rnilliorr to cva<le
LIS inrpolt rlutics. -fhc l7-counr
indictnrent irrr ltrrlt's chalgcs ol'ron-
spiracl to dt Iiarr<l b{rlh (lu ()nls xDd
the IRS. trrtll ol lnlsclr' <lassilied
gtxxls, arrrl srnuggling of grxrcis into
lhe l-rnile(l StIlcs.

Chiut ImporLs Up in'92
(lhirra s (lrrstorrrr Slllisti(s re-

vcalcrl that irrrlxrlts lirr tht. firsr five
rrrontlrs ol ll)1)2 (linrl)('(l 21..1 per-
(eDl r() $2(i.21 l)illi()||, wltilc exp(,r'ts
rosc 1,1..1 l)cr.tcll l() $27.{)l> billion.
l'irs1 qttattcl flS rtatistics, howeler,
rlrorr tlrc oplrrritc tlcrrtl: (,lrirrrr's
exp()t'lr l() th<.tlrritccl Statt.s soarcd
4 L 7 pt-r ccrrt ()\'cr tlrc siurr' per'io<i ol
I ()91 , whik irrrportsroscbvonll 17.6

Per(ert.

US Treasury Unhnppy with
Chinese Monetary Policy
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MI-N: Rmnd )
()n .lune ll, ['resi<lent Btrsh ofli-

ciallv extcnrled (lhirta's l!ftrst Favoretl
Nati()n (Nll'N) lrading status for
1992. Ar lla (,11Ii goes t() press, a
resoltrtilrn lo disapltrove lhe exlen-
sion has heerr introdrrred in the
House. wlrit h nlust v(,lc on the issue
hl Septerrrber' :1. Scl,:rr.rte lt.gislariorr
seeking to ((nldili()rr Itrtlrre rencwal
on a nrrrnbcr ol hunran rights, trade,
an<l aruts proli{t,ratiorr issues has
been intrrxluce<l in b(,th h()uses.
rvhi<[r havc rrntil the end o{ rhe
(url.ent se\si()D (()ct()l)er) t() v()te ()n
thc bills. At this p()in(, it appears the
I'resi<lerrt has cnorrgh supp()rt t()
prevail orcr both groups ol lllFN
()ppoD(:Dts.

tion policy continues to allow au-
thorities to rrse "exchange rate policy
as a substitute for badly needed
nreJsut'es to elinrinate domestic prir'e
distortions that undermine the com-
petitiveness of Chinese producers
and make export subsidies neces-
sary." The report roncludes with a
caveat lhat "until far-reaching re-
Iirrrn of China's trade and domestic
price regimes has been undertakcn,
further deraluation of the adnrinis-
tered rate should be suspended."
The report's findings mandate thar
the secretary of the Treasury enter
into negotiations with the Chinese to
encourage (orrection of the manipu-
lative policies.

The semi-annual report has been
subnritted to the House and Senate
banking committees. And while no
prrnilive measures are stipulated. ir
uray provide further ammunition f<rr
c,rngressronal critics of the adminis-
tration's Clhina polic;" b,v expanding
lhe lisl ()f economic grievances with
Clrina ro include financial as well as
Irade <'oncerns.

-Richard 
Brecher, director.

US-China Business Council
Business Advisory Services

In a shift awat' l'ronr earlier tin<l-
ings, a Mav rcp()rt bv tllc US
I)eparrrnent of the h-easurl con-
cltrded that (lhinir rrr:rrripulltc. it.
exchange rate t() reglllate its halance
of trade. an<i (ites tlris il(li()rr us a
contributing factor to thc largc flS
trade de6<it with (lhina. Irr tlrrec
previous rep()rts, ll-casul y c()tr-
cluded that (ihina's tra<le surplus
with the Llniled Slares was prinrarily
due to causes othcr than exchange
rate manipulation.

The findings of thc rccent -It-ca-

sury rep()rt arc n rellecti(,n ()f the
adnrinistration's torrghcned stan<e
toward China. Ac<ortling tl} the
IePorl, u "netw tL rl[ 1r'rr',rriv<'
administrative conlr()l:i (rveI cxternal
trade" has pr()ren a rr:rjor itnpe<li-
nrent to Chinese inrporl of ITS grxrds.
Such nreasures inclrrde <lirect con-
trols over inrports and exports. srrch
as lhe import licensinl{ s)stetll, alrd
indirect controls exercise<i througlr
the allocali()n of frrreign cxclrange
alrd access to the lirreign exchange
swap markets.

Accordirrg to Treasuly, lhorrgh
China adopted a nranaged-lloat ex-
change systerrr in I{)91, its (lcvirhta-



Business Traveler

I Phonirg Flome
l-or China expats, keeping in touch with the home ofice

is getting easier all the time

Jeffrey Kao

evelopnrt'rrl o[ (]hina's
t clt-corn nrun icat ions net-
wolk is a kev national
objcctive under Beijing's

trrrrtnl [ir't'r't'ar Plart, arr<l Iirteign
corrrpanics hart lrtcn rttshing trr
rr., rrrc tlrt,il slrerc oI tlris lttrrattre
lll:lrL( t. \i t r'lrik irrrPr,'rcrrrcrrts tn
l)nsi( inli stllr(tut(' arc clelrlv inl-
por-tirnt, tlrc lxrttont linc Iirr utost
ust'rs is this: l)i<l rrrt < all gct thr'()ugh?
H;rppilr, thr' uttrr,rcl irrr'rc.rsirrgly is

" 
) es."

IDD and more
Rcsults ol a Ii,ut-yt'ar sturly rc-

(cntly undcltaker l)y AI-&'f and lhe
()hirrcsc MitlistIy ol lt )sl s & 'l'ele((nlr-

rnunir alions (Ml''l) indicate rnarked
inrl>rovcrrrt'nls in tht- perccrrtage of
strctcsslirl Lrng-rlistancc calls placed
fronr the Llrritc<l Statcs to China.
l.r'orrr l{}UU-l)2. a lallct's chanccs of
getling tht()ugh to (lhirta ott the filst
<iial inrl>rovt'tl {ronr !5 yrerrcnt lo
rrr,trr llr.rrr .1.-r lx'rr ctrl. f,,r' rert:rirt
( iti('s lhc irnPtott tttcrtt \{its cven
rnrrrt' <lrlrnratic: in l()t17. AI&'I- cus-
t(,nrels plat.inl{ r alls to Sharrghai had
to tlial ln arcragc of fir'c tintes to
torlplctc ont' r all- 'kr<lay'. ntany call-
cls gct through orr the tirst t11.

Srrlplisirrgly, irnprovt<l nr:lnagetnent
r.rtIrt.r' th.rrI tr.r'hrrologi< al rn'iz:rrrlr1 ts

gircrr rrrrrr lr ol't lrc r t'('(lil ft)r llri\ Brirl.
Such urrrnclanc yct ltttrdatnental ad-
varrccs should conlinue ;rs crxrpera-
tiorr lrt'twcerr (llrinesr und I,rreign
I cler'onrrnunica t iorrs equipntent and
servi< e provider's accelerates.

In hle July 1991, for exanrple,
both M(ll (irrnnrunications and US

From 7988-92, a
carrer's chances of
getting through to
China on the frtsl
dial improvd fiom
25 percent to more
than 45 percenl,
Sprint .joirctl Al&l in I)r()vi(ling
direr t long-tlistattcc voit t setvicc
betuceIl tlrc Urritr'<l Statcs arttl
(:hinir. A( ( r)r (lirli r. M l'I Vir c Mirrir-
tel Ztrrr Oaoli'ug, (iltitta's <lc< isiott to
breirk its long-standing policv ol
enter-ing irrlo voitt' agrcentt'rtls willt
ottlv orrc r'lttrtcr pt't'r'ottttltr *.tr itt
part inspileri br tltcttsttllsol <rrrnlrc-
titiolr lretrrccrr tlrc I':rrlirrg r .rlr'ict r ttr
the f irritc<l St rtt cs- !lanrcl\'. l()N( r
prices and a largct' ntatlct. Rcgar',1-
less ol the rrrrrtivatilrn, tlrt olltttingol'
(ltrin:r's itrtcrtratiottal irttg-tlistantc
nrar-ket hcral<ls an t lctt wi<lct' r'at ictr'
ol r.rllirrg oPtir'trr l,rr (tl\lotrlct'\ ltl
the l'eople s Rcpttblit.

()[ the rlajrr US ratrit'ts, dl&jl'
rctrrrtl1 exputtrkrl tlrc rro1x ,'l its
LISAT)irect (alling ()pti()n tttrdt't an

agreenretrt with lllc I)ilc( t()ratc (i(n-
eral of lt'leconrnrrrnit atiorts (l)(il).
This plan gives <lialet's in (;hirrir (lilc( l
access t() iln Al'&'l oPet atot' in lltc
Utlite(l SIates firl assistarrcc in plac-

Je[re1 Kao is d,irector of inlormation
sen,ies at lhe US-China Btsiness Coun-
cil.

ing ir call, wl)ich (an therr l)c l)illc(l
eithel to a calling card ttr to thc parlt'
being called. Pretiottslv linritcd to
special telephones in h()tels and
teleconrnrunicatiolts sert'ir-e t'ettlets,
LIS.AI)irect should rrow bc obtainable
Ii onr virtrrallv ln1, phorrt'-inclrtrlitrg
horrre phrrnes-irr Beiirrrg. Sh.rr rglr,ri,
Guangzhotr, Shenzhen, l ianjin. arr<l

Hangzhou. Fuzhou, Xianren, Nan-
jing, Dalian, and (iuilin will report-
edly be added t() the systetn by
Arrgust. To use USADirect, callers
sinrply dial a toll-free a< cess number,
I 081 I , to reach a L)S oper;rtor. AT&1'
is also r>lfering a user-friendly ver-
sion r>f the service t(, (lhiDesc-
speaking callers, who rray tlial an-
other toll-free number, 10810. frrr
autonratic c()nDe(-ti()rr with (ltrinese-

speaking AT&'l' opcrators in the
Llnited States.

Sprrnr ofi'ers l sirrrilar st r r it'e
called lixpress, through whi< h < allers
in the same fir'e cities nray access L!S-
based Sprint ()perat()r.s by dialing
l0tll3. M(:l plans to intrrxltrce in
(lhina its US operator servicc. Oall
LISA, rhis sumrrrer. [,otalists to ortc ol'
the "big three'carriers shoulcl note
that tlre Clrinese tcleplronc arlntirtir-
trati<rn assigns nornral internali()nal
direct dial (lDD) artd lrx al operator-
assisted calls to one of the tltree tlS
carriers according to utu t u ally
agreed upon accounting lirrnulas.
Therefore, use of one of the US
operator access services is the only
way for a caller to sper ify a lertain
carrier.

More significantly, calls nrade us-
ing one of these services are billed at
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['S ratcs. uhi<lr carr b< rortsidcrablr
lcss cxpensilt' tharr (ihirrcsc cltarges
l.r .r r,'tttltnt:rIrIc II)I) r.rll. Br rrsirrg
his ralling (ar(1. l [1SAI)irc(t ()r
l.)xprcss raller rvoul(l cli()y savings
orel II)l) rates beginrrirrg with thc
lirulth nrinute of a call. 'l lrt' anrotrnt
r,ll\e(l in(reases <llarrr.rticall'r with
< ach arlditional nrintrtc. for'exantple.
rh(. sllinBs lol a l0-rninutc
USAI)ire(t cirll t() tlrc Iirritt'<l States
worrltl be $7.|'i0, ln(l Ii)r':r 20-!!)inulc
r:rll. nt'arly $20.{){).'lhc trst ol-such
scrvitcs nray also h<,lp lhc f!equent
Ilarclcr ar'oid tlt( srlr('lrarlles n()r'-
rrrallr irrrposerl l)\ h()tcl\ ()n interna-
ti()nnl ll)r)g-rlislal({ citlls, since th('
atrt'ss nunrbers tllenr\(.lrr.s ilrr l()ll-
Ilt't,. rt' sanrc ['S opt'r'ator scrTi<cs
cln lx. used t{) (()ll)l)l(.tc rnitnual-
rrrrxk lirx lrausn)issi()ns. 

_fln: 
LIS

clrricrs are alsrr rrrakirrg 1>lirlrs t()
irrtrrxlrrcc irttcr'rratiorral 1100-rtrrrrtber'
\cr'\'i( c t() tlre US-(lhina rI.rrkct.
lxrssiblr as carl\ ls tlrc en(l ()f tlte

Logging on to e-mail
l)csktop cornlrrrtcl acr'css to clcc-

tlorric ruail (e-nrail) is rrorv also arr

',1)lr',ll f('r [,'t, i11I , r,ttrP.uri,'r itt
(ilrrrr.r. tlrrorrglr l\ll'l s prrl,lir rligi-
tal lrarkel-srrilr'lrirrg rrt'tsork.
( lll\ \l'.\1.. A trrr'.rrrs ,rl tl.rtr.rlIitttttg
t(,xt ('kalr'()nialll\ Ironr orrt' svstcrrr
rr\('r't() rll()thc!'. c-rlrail is rr()rt rrscd hr
rr)sl rraj()r'ArrcIi( ln (r)r)rl)llnies. llS
r'-trrrrrl 1rr,'r'irlrr. )\l(il V.rrl. \Prirrt
l\.1:ril. rn(l NI'& l Mrril Irlrt all rt'
( (.nllv ('ll1arc(l inlo aglct rrrr'nts rvith
(ihirra to gire strbsrtilrtlr ir((r'ss t()
lll( (ur-r'ier'5 irrtclrr:rti()rr:rl rret\'()rks
ril ( ll I \,\l'.\(:.

l;or r orrrr rrrr r rir .rt rr,rl,. rl,,| | t rluir irrH
irrrrrr< rliatc intelar li()rr. lll( "st()rc-
,rrrr l- lor'wlu r l r r ' r | | | r r , | 

' 
| 
,.i 
\ rr tr lrzerl itt

c-rrriril nrcssagc t r-arrsli l providcs
sorrrt. rcirl br.rrclits. lilrlsrnission l<r

tlrc irrt<'rr<led "rllail-lxrr" is rirttralll
irrst:rrrtlrrrcorrs. <k'lircrt is crtstrrcrl
rcglrrrlL ss,,l \rlrrlr( t llr( r( ( rl,r'rt i\
lrr:rilablc al tlrc tiltrc (}l ll'Jllsllritlal,
.|ll(l Ill| ll||it r,,rt r,l trlrrrsrrrittilrg
irrlor rrrrrtiorr rr liLr.lr t,' lx r,,rrrlx ti-
tivc t\rlll llr.lt rrl lrtr lrIrrirlrlcttt r','itr'
(nll ()r Ilx I)ilIIi(ul:lIl} il tlrc rles-
rillati0tl lies orrtsirlt, ol rh(' l(x1rl
(rllirrg area. l\lotorcr, lrilling rates
(L! rr)l \arv \1ith tirrrc or <lt:tirration,
:lrr(l llre n)essrgc itscll allires as a
( (,rrl)ulcr -pr'().cssirblc clcr t r orti< file,
rr lr it h is palt i< ularll' rrscl rrl i rl kruger'
(L).unl('!lts ae(luir inH c(liling. Ihe
rrrr jol t,-nrail provi<lcls lvl)i(ally ()fl cr'

Setting up a
CHTNAPAC accounl
will involve a
deposit and ceraain
onetime costs fot
regislration,
installation, and
testing.

a<klirional capabilities. srrch as the
abilin'ro scnd nr<'ssagcs rlilt'r'tlv to
;rrrt llrx or lelex nttDtlx't. r)t- l() a
st rrir c rcrrer shir lr r.ill l:r\( r-pr',nl
lhe lncssage arrl delivcl it hr postal
ol t orrr-ier-service. M()sl ()l th( rlili()r
corrrrrrt'x'ial e-rnail sctviccs (an ('()rrl-
rnlrri('ut( \r'ith each otlrt'r. as wcll as

rvith the global aca<lenrir arrd re-
st alch rrctwork, Intclrrct.

\\'hilc toll-free l.((\s t() lhcsc c-
rrrail scrvict's is irvailablt'throrrgL the

lxrl)li( lelel)h()nc rcrrvolk in the
I lritc(l Stales. linritations in the
Ohirrt.st' phonc syst( rn rnilkc it l)c( es-
s.rlr ft,r lr \pc( i:lli/(,1 rllrtlr r,'tttttrtttti-
(irti()rs neli!(,rk. su(h as (llIINAI'.\(;,
t() s( r'\'(. as a ton<lrrit irr lhal cotrrrtn'.
!.-rrrail rrscr-s irt (lhirta shotrl<l lrt'able
to t'rttPkrl' lhe sarn(' basi. lurrtti()ns
tlrt't' rrrultl use in tll( tlrritt'<l States.
lrrrt slrotrl<l exp('( I signili(:rnl :r(ldi-
li(,llill ('()sts :urrl lxrhaPs s()rn('what
k'sst l lrcct'ss arrrl pcr[i)r rliln( c Ievcls.
l'()r('nri:rl Ii)r(igtl (:l I I )i1l',^(: sub-
scliltls shoultl probablr t'stablislr
Ihtir t-rnail il((()utrt\ irt h()nre
tlrrorrglr tlrc larritl ol llr(ir { lr('rr e
l)(,li)!(,allerupling ll, st't rrp irt (ihina.
At l)r('sel(, Al&l is tlrc llnlr US
(ilrli('r' r,lilh oflict's itt (iltitta pte-

For responsive aifreight senrice to or from China:

U-FREIGHT AIVIERICA INC.

North America Corporate 0ffices
Tel: (415) 583-6527 Fax: (415) 583-8122

U-FBE1hHT is in GHIilA
with Full-Seruice 0perations
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parcrl to assisl in tlrc sct-rrp ar'ttl
sul)ln)r t (,1_l(,(irl e-nrail trscts.

( lil\.\l'.\( r\ r'l||'r'crll\ .rr.riI,rIrL irr
llei jing, Shirnghai, (irrrrrgzlrotr,'l iart-
jirr, Slrt rrylng, Xilrr, Wuhln, (lh('ng-
rlrr, Narrjing, and Shcnzlrtr. (iontpa-
rrit.s rrrrrl <hcck with tlr(. t-clrvant
lrx al tclcyrlronc adnrirrisllatiorr to
rlt trrrrrirrt tlrc attulrl ll(((\\ \rl(\ it)
r'.rr lr r rtr Irr I}( ijirrll. { lll\.\l'.\( i\
arlrr rirr i,'t cled bv thc ltciiirrg lclc-
glaplr ()llitc, and appliratiorts Iirt a

N(.tr!()rk IJreI lD (NLll) shorrl<l be
sulrrritlcrl l() lllis ()flicc. Srrbsclibrrs
sll()ul(l u tiril)ate at lt,ast a lD,rrrth's
rk'lar lrt'lolt. their arcorrrrt is ap-
plolr'<l :rrrtl acress graltc<1. l)cpcrrd-
irrg orr tlrc srrbstlibcr's paltir'rrlar
ollir c lrrrilding. (:HI\.\lr,\( ilc.rss
rtlr\ also ittvollc iltstlrllatiott ol' att
a<Llit iorrirl plrone lirrc Iirr- rrrrxlcrrr rrst'.

Whilc nrodenrs nr:r1' lx' llrlchaserl
llorrr tlrt, kxal telcplrorr< a<lrrrirristra-
ti()n, \ul)\( r'ibcls *ill lt'crl to plolide
tll( u' .r\rl ('.rltl,ltll t'\ .tttrl r i'rrrrrlrtti-
cal iorrr solttratc. Srrhstlibcr's rr'ith
tlrcir' ()\\'r rnodenrr rrrrrst lt,gistcr-
tlrcrl $ill) tlrc tclcl>horrc arlnrirristra-
tiorr. rvhir h r'cquircs tlrat llrc rlrrxlt'nrs
t orrlirlrrr to ccrlairr irrtcrrrirtional
starrrlatrls ((:( ll fl V.22).

S(llinr.l ul) t (llll\.\l'\(. n((()unl
* rll .rl.r, rttr,,lvr' .r (lcln,\rl .lll(l ( r'r'l.rirr
,,r( -liDr{ (.,\l\ [,,r r(,gi\lr.llir,r. itl-
strrllutrorr. :rrrrl testirrg. (l()lnr.at-tir)e
t llrr grs arr<l r:rirtin:trnr trsagc lits rvill
ll)l)ly t() ir(tual rrsc ol the rcturrlk.
Asirlc Irortt tlre local tclt r orrrrtttrttit a-
l iorrs arlrrrirristralioD \ (illlNAI'A(l
r lralgt s. strlrscrilrt t's rr ill lrc lrillctl
sr'P.rr,rt(.lr .rt rt:rDrl.rrrl r:rt( \ lrr tl!( iI
t'S r .rr r'rr'r' lot trttsr.rBr'rl(lr\r'r'! I1/,'
lx r\ ).

( )n( c ilr 1l( ( ()unl has lrt crr o1x-ned.
t-lrail sr.rritt' carr lx, irritiatc<l ll
(li:llitlg (.1IlN-^l'A(Is ir('( ( ss Dlrnrl)cr
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These companies
put their reputation

on our lines.
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Successful companies take no chances when

it comes to communications networks. That s

why hundreds of the world's most successful
companies have chosen Hong Kong x a hub for
their private networks.

Hongkong Telecom is a wodd leader in

advanced voice and data communication. We've
invesced in the lacest fibre opric, satellite arrd

undersea cable technology, purting us in rhe
forefront. We've also invested in our peoplc, so
you can count on creative and cost-effective
solutions to your communications requirements.

With our long experience in private
networks. we're able to offer the kind of reliable
service successful companies are looking for.
To find out more call + 852 888 2929.
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[-otus Express (MCl Mail), PO Sprint
Mail, and Access Plus (AT&'I Mail).

As the number of (:HINAPAC
subscritrers increases, hearl usage
may result in noticeable slow-
d11ryns-ey gyg11 pnavailability-dur-
ing peak time periods. Subscribers
accustomed to the 2 4 00-baud
modems most commonly used in the

United States will also have to adjust
to the slower 1200-baud access pro-
vided by CHINAPAC s dial-up service.
China is, however, reportedly plan-
ning to upgrade the CHINAPAC
network by early 1993.

Companies with heary data com-
nrunications denrands may wish to
consider the more expensive option

TELECOMMUI{ I CATI ON S OPTI OI{ S IN CHII{A
Long distance phone & fax service to the United States

operalor-ossisted seraice lor Phonc calLs and manual lax lrarLsmissiorts

PROVIDER AVAII-ABILITY PROCEDURE

,\ I I(- I Di. l08l I fi,r (,p€rar()r l'irst mi .: l.l.!{l
Addl min.r tl.9{l
llhonerard ter: $2.50

M(:l:

SI'R I\ I

(:.\ Ll.t's,,\

} \I'RISS

l)irl loli I: t,'r r,lx.rrr(n

I)i.rl I0lt l:t l.)r ,,,r'rrr(,

N/A

l'irrt nrin.: t.r.28
Addl nrin.: t1.99
Phon€(ard fcc: ,2.00

Electronic mail
elrrtrottic lransnillal of inlornution lhrough rcmpul?t rtcllrrurk.s

PROVIDER AVAII.ABILITY PROCEDURE CHARGE

l)( ijins
Slrarrgh.ti
(;u.llrg/h.,ll
I i.r,rlin
Shrr r\ anE

\ irrr

(:lrcng(hr
\," 

' 
i'n,{

Sh.'r/lx

Must h C rnxk llr rd apl)li-

l)irl ar(.\s nuIrlx'r] cnr.r ll)
prss$.r'(1. rn(l srr \ i( (' (,xi( :

l)eposir:+2,000
lnstallaron lie: Y550
lii\ed m(n|lhlr (harge
( I200 bpr)r Y:t:t{)
(i)nne.t rirnc (hargcs: 140tl lx.r scx
rDenr. Y1{7 p?r rinure

rfr&-T
ll(:l
Sl'rint

,\ll r ur hr ,r, r'scrl
slx.r(!(r (:hir.rtrn
i\.ni,ilxl,l(

N,,nrt'l k,,{{)r' plx edu' c
thr(,r',{h (:hmrl}a( Ior rll rhr((

.\'I&r: Mnilb()\ $3 t)cr xnrth. Mc\-
\rge f(s: ll l.0l)t) .h:rra( t(rs: .I){li
l.{)l)I-?.lX)0: .80: 2.001-3.O0Or {l:)
l\l(ll: l\lailhor tlt5 pcr l-€ar. Ilrssnge
tees: l-5(,0 (hrra(tcrs: .50: !,01-
1.000: .60: L0l)l-2,000: .7{)i 2,0(ll-
:1.000:.80
s|rinr: Nrrilb(,x I l.', srart up. t2(l
p€r nn)nrh nrininrun' usa8c. t I l pcr
h(ur + .05 lx,r l.ll00 (hara(tel,s ur-
rge fee

Contact information

AT&T Chinapac Sprinr Hongkong Telecom

Rnhard wu
{l &1 Chi'rx. I'x
It I (lhinn $i"kl Ii'her
llciiins
Iil: 5{)i}:-).ir{ili
firx: l')(15-i)a)77

Zrro l'cng
l)rr.r (i,rnnrrri( iirxnr

lk iiing llkgrIph ( )fh( c
Ii'l: (il) l -{17.57

fax: tiOl-{)71?

SI,r inr Irlcnrrri,,r.rl
S ir. l?12
? I'!'( ili { l'li(.
88 Qu(enshr\. (irll':rl
I lot'g Ii(,rg
lelr 81o-lt8l(,
tlx: tl l0-7]i73

VirSina (:l'i
Prirarc Ner\d()rks nd I)rra((,m Branrh
H(,ng Kong Tcle.orrrruna(ari()ns, l,r.l.
P(). Box !)tt96 (;P() H,nrg K(,n8
Tel: li83-:t2!{
l-ax; lt24-3:179
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and then entering the network user
lD, password, and code f<rr desired
service. After connecting, subscrib-
ers need only complete the usual log-
on steps for their particular provider.
In practice, this "double krg-on"
procedure is simple, and may even be
completely aulomated hy communi-
calions software programs such as

COST

11,., ji' 
',{. 

Sh.,r/hrt'. shinsh:r.
I iir)iirl. (;r'.'r',(/lr('u. tlr rli-

(;t I lNAl,A(



of dedicated-line access to
(lHtNAl,A(:. This option provides
significarrt gains in speed and pri-
nlart' a(-cess to a!ailable lines.

Exp and ing pia ate nehto r hs

Whilc (lhina's ll)l) {nd e-trlil
options nray be adequatc firr nxrst
busincss t ournrrrn ica t ion needs, {rrr'-
ther res{lrr'('es ar'c ar':riluble via prr-
vale network oflerirrgs. In gertcral.
however-. the cost arrd Iechnical
<rrnrplexiry ,rf privatc n( twr)rks (li(-
tale lhar ()nly c()lrlpanies $ith ftriIly
high volumes oI cornmunications
traflic and knowledgeable inlirrnra-
tion nranagers uill fin<l tlrt netwolks
c()st efi'e( t ive.

Perhaps the rn)st dran)atic ()pli()tr
arailabk. tlrlorrgh prirlt(' nctw('rk\ is

videoconlerencing-sintultaneous
audio and video conrnrulicatiott.
Vide()( ()n I( rencing is now availablc
via high-spced digital private-lirte
systern$ suclt as Af&'I's sK1'Nt:l
lnternati,,rral Serl i(('. sli\\f'l u||-
Iizes a network ()f clrth sta(i()ns
situated ()n the rrxrl.s of telecorrr-
municati()ns buildings in lleijing antl
Shanghai, nricrowave links to sc-

Only companies
wilh latuly high
YOrUmeS Of
communicalions
fiallic and
ktrowldgeabte
irrtormation
managers will tind
privale netrvorks
cost effective.

in the Ba()cliug area, ar the Ruijin
Btrilding and the Hongqiao Guest
House, and s(x)n [rav be available at
the Shanghai Centre an<l the ln(erna-
tional Tr:rde Oenter. Videocon-
ferencing studios are ;rlso being
established in telecomnrunications
centers in Beijing and Shanghai, with
service t() be nrade available to the
ptrblic orr an lrourh basis later this
year.

Other SKYNET servites include
nrultiplexecl voice, data and fax, and
bulk tlata transfer: graphics; and
customer prenrises-l o-pre mises
videoconferencing. Coorparahle ca-
pabilities are ollered by Hongkong
Telecom tlrrough its system of Inter-
national Priv.rte Leased Circuit con-
nections from Hong Kong lo ShanE-
hai (including Pudong), Guangzhou,
l)ongguan and Shenzhen, and
through optical fiber lirtks fronr
Hong Kong to (;uangzhou and Shen-
zhen. A conrpany with sophisticated
conrmunication needs should con-
sider the availability of such high-
speed prilate network resources
when corrsidering possible oflice sites
in China. +'

Company's
Protecting )bur

Name

Mitil{Htri:
u'ill .rtrtl ttr.rrket r(\',l.1ritr,'rr ft,r'tlx l
cotllrani< s rtarttcs abtoa<I.'lir enstrt<'
extlusir'c ttsc ,r( tltcrc tt.tntt r itr
(ihirra, <orrrpanies irtclr.sted in cx-
ploIirrg busitrcss o1)lx,r tunilies in lh('
I'R(I shrrrrl<l registcl thcir rranrcs
un<lel lcgrrlations lclcrrl ll enactctl
bl rlr(' Srllc Adnrirristlation firr lrr-
dustrr artl (lu nr( rtr' (s'^l(:). I iInls

already registered under the previ-
ous regulalions need nol rt'-regisler,
but rhorrld find rhat their rxrlrrsirt'

m2suse

rights are now spelled ()ul filore
clearly than before.

The Regularions on the Adminis-
tration of the Registrati()n of Enter-
prise Nanres (the Regrrlations), which
were issued by the SAI(l on.fune 22,
1991, set lirrth registration proce-
dures, delineate the rights of name
hrrlders. and stipulate renrc<lies for
redress if registrants' nanres are used
illegally. While the Rcguliuiorrs be-
canre effet'tive Septemhcr l. ll)91-
repealing r 1085 set rrl interint

New regulations promise safeguards agair*t

Michael M. Hickman and Helen K. Ho
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lected offit e buildings in thcse cities.
and, f<rr overseas hookups, Intelsat
satellites. Available digital line speeds
range fronr 56/64 kbps t<t 1.5/2.1)
rnbps.

Beij ing locations linked with
SKYNET include the (lhina World
Trade (;enter, the Fortune Ruilding,
the New Otani Changfugong Hotel.
and Beijing Telecont's Downtown
Telecomrnunications Building. In
Shanghai, the service is now available

A regislered name
must be composed
of at reast two
Chinese
characters.



rules-the registrati()n pr()cedures
have yet to be implenrenred fulll', ancl
long delays in obtaining registration
appr()val are still comrnon.

Muc h -nee de d prote ction
The Regulations fill a significant

gap in Chinese law, providing the
onli- clear nreans for' :r foreign
cornpany to prevent other firrns from
rusing its name. Befirre passage of the
interim regulatiorrs, (lhina had no
explicit legislation regarding the pro-
tecli()n of foreign conrpany names.
While China's Tra<ienrark [-aw pr(F
vides some prolertion [or tradenrarks
of certain classes of grxrds. business
narDes are Dot c()vered. Article 29 of
lhe new Regrlations, however, ex-
pressly states that firreigners may
apply to register their company
nanres and thereby obtain the sarne
pr()rection as dornestic Chinese en-
lerprises- The new Rcgulations als<r

lirrrnalize ard clarify this registr:rti(nr

Pr()( ess.

Arrording t() the Rcgulations, all
(.nterprises (in< luding lirreign invest-
Inent enterprises []'lllsl ) established
in (:[rina nrust registcr nith the s,\l(:.
'[hc basic registrali(,n fee is Y1,000,
which must be paid in firreign ex-
(hange certili(ates. LI|l(ler Article
17, an FIE should rt'gister its nanre
tirlkrwing approval of its proje( t
1>rogrsirl ancl initial l(.asihiliry study.

(ionrpanies incorpolaled abroad,
regar-(lless trf rvhethcr thev are ac-
tivelr t.ngage<l irr brrsincss in China,
rrir\ llsr) registt'r thcir nanles l()
Ic(ci!e pr()te(til,n trrr<lcr the Regull-
li()rrs. l-hesc conrpanics are r-eqrrircd
t() subrnit tlleir al)l)li(alir)rs to tlle
Sr\l(l Iread(luaItcIs in lleijing, rvhilc
rLrrrrcrtir :rllplir:rnts. irrlrrrlirtg IIts.
rrr,rr .rPPlr ft,r r'(gi\lr:rli(,n iIl rh(ir
Lx alitics.

Fending ofi imitotors
I rrlt'r'thc Rt'grrlatirlns. the h('ldeI

ol .r tr'gistcrtrl rotrtp.rtrr tlrtrte is
gr':lllt(j(l the extlrrsivt liglrt to ust'
th;lt nanre irt its rt'gistclerl line ol
lrtrsint'ss. The R<.grrlatiorrs stiprrlate
tlr.rt rrtr.rtrtlr,rrizcrl trrct'r ol- .r reHis'
tcrcrl rontpalrv nilur('rlri be sulrjc< t
t() I)cnalties ranging florn Y5,000-
i)(1.0001 the sr\l(; rna! also ordel the
iulttttgcr tr, rorrrlxn\.tt( thc Igiti.
nrat(, lrser fol losscs tarrst'd hy the
inliirrgernent. Irr thcort. illt'gal gains
Iirrnr the inl\'ingcnrcnt rnav also be
<{)rrliscated b! thc sill(:. \lhile rhc
Regulations alkrrv t lrt' rt'gistered

The Rqulalions
Provide lhe only
creat means toJ a
loreign company lo
ptevena olher lfums
from using its
name.

owner of a company nnme t() bring
suit directlv ag:rinst the infringer in a
(lhirrese court. adnrinistrative renre-
<lies will probablv be the usual course
of act ion.

Article 25 of the Regulations
expressly provides thirt a dispule
between a ChiDese registrant and a
frrreign enterprise will be resolved by
the sAl(l on the b:rsiri ()f international
lleirties and agreellreDts to which
(lhina is a party.,. Thcse include the
Paris Con'r'ention, which sets f()rth
inlernational pater)l and trademark
prole('ti()n. Sinte a LIS lirnr that has

)('t l{, regi\leI its e(,rrrparrv nanre irr
(llrina is entitle<l rr) pr'()te(ti()n oI its
rrarrr< hv virtue of t S nrenrbership in
thc Palis Conrerrtiorr. irr theoq, it i.'

lxrssrhlc that a (lhirrcsc errterprise
that hirs registcrerl or appropriate<l
lhe nanre ol a US tirrn could be
subject to san('lions. In practice,
howel'er. it is doubtful such arr

iu l{urrrenr would prcllil. Registering
{}nc s nilnre in (lhina-belirre any
((,nlli( t rtises is thc safcr course of
il(t i(nl.

lilhat's in a name?

Acrording l() tllc Rcgulilli()ns. a

r't'gistlable nanr('nlust hc < ornlxrse<l
rrl' thrce elcnrcnts, in thc lirllrxling
rrrdcr: thc btrsincss,,r tril(lr nanre ()f
lll(' registranl, lll(' litlc ()[ l)usiness ()t_

spt.rialtr ol- lh(. r('gi\niult. and an
irr<lication ol tlrt' Iornr ol or'ganira-
li()n (){ tlre legistlant, i.e. adclirrg tht'
rvrrr'r I " lnr or pr l':ttrrl" ot tlre lrhbt'r'r'i-

l'lichael M. Hichmat and lteler K. Ho
t( eilo(ial?s toilh lh? inl?nmtio al laut

lrrn ()lear1, Goltlicb, Stee'r ll Hanil-
btt. Ilikrnan. ou hosed in Neu lbrh,
h : uatrhrd it llt'ng Kong atd Betjtng
anl a.driscs cLients doirtg business uith
Ohina. Ho, s?.ond s?trdam lor Hong
Kottg utnmercial onai$ al lhe British
enbass\ irt Washington from 198)-86,
is ou uith lhc frm's l|'arhinglon, DC,
,tfrrr.

ati()n "Inc. " when appropriate.
The SAIC will reject lhe registra-

lir)n of an) company name which is
the same as, or which it deems to be
confusingly similar to, that of a
previously registered company name
in the same line oIbusiness. Similarly,
an enterprise name which echoes too
ckrsely that of an enterprise which
has been terminated or had its license
revoked within the pre(eding three
years, or that of an enterprise whose
registration was (anceled within the
preceding year for any other reason
(such as a change of name), will not
be registered. If the name of a
represenlalive ofhr e is registered. it
will be protetted only if the words
"representative otice" are part of
the nanre.

Only registered company names
may be used in production and
business activities. Because protec-
li(,n will be limited to the scope of
business stated ()n lhe registration
(eflificate isstred by the SAIC upon
approval of the application, the SAI(i
shoulcl be given a full and complete
tlcsrription of the applicant's busi-
ness. Broadlv worcled rlr catch-all
phrases are not likely to be accepted.
For example, if an application by a
c()nrpan! stales that it is authorized
r() engage in "all lawful activities,"
lhe SAIC will n()st likely require the
applicant to specify its < urrent line of
busincss. Companies lhat later ex-
pand into othcr areas can extend
lh('ir naDre pr()tccti(rr iD China bI
anrending the originally registered
line o[ business to include the new
il( tiviries.

Iol the most part. applications will
lx lrarrdled orr ir "lirst-to-file' basis.
()ther registratiorr re(luirenrents hirv-
ing been nlct. iI tw() ()r m()re
:rIr1rIi<:rnt,. errgage<l irr ,r sirrrilar busi-
Dess aclivit\' or prolession seek trr
Iegisler tlre sarDc or sitnilar narnes,
rty>proval irt nrosl cir_crrnrstances will
be granted to the application first
reccivc<l bv lhe:ulh(,rirics. There i\
no conflict i[ the registrants are
errgaged in rliflerent hrrsinesses. lt is

n()t currently p()ssible. however, for a

sear(h l() be madc to determine the
atailabilitl o[ r conrparrv narne l(,r
rcgist ratiorr.

Names to rnoid
In addition t() naflles which arc

deeured unatceptable because they
are found lo bc l(xr <lose to previ-
ously registered names, the Regula-
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ri(rns prohibit ()ther types of names,
including:

. Natnes with (r)ntcnts ()r w()rds
which are deenred harrnful to the
irrtelestr of tlrc State l)r the publit;
. Names witlr (()ntents ()r \\()rds lhat
ora) deceive or nrislead the public
(e.g., a conlpanl' tlrtt ()nlI prints
bonds seeking to call itself:r financial
adl iser):
. Natnes inc()rlx )ral ilrg Ieferences t()
f<rreign courrtr-ics, [egi(,ns, ()r inler-
nali()nal o rBa n iz:r 1i( ) n s:
o Nanres of politiral parties; 1>artr.

8()\'ernnlelll, ol rrrilitarr auth()ritics;
nrass ()rga[ izr I i( )ns; srxial organiza-
ti()ns: or designatirrns ()f nrilitarv
unils;
o Nanles corrlaining nunrerals rrr
r,r'rrldr in /rrr.lra (cxr rPt if trrcrl irt
firreign nanres):
. NaDres ill((,rln)r'rtiDg the w(tr'(l
''Ohina (Z,torggrro),'(lhirresc"
\/-honghua). ()r "intcrnali()r)irl'
(gxal,l, utll( \\. ltt (ll( ('it\e ofd(,rrrcslrt'
cnterprises, tll( (ntcrl)r'ise has na-
li()lwide ()p('rali()rrs. ()r tllc use ()l tlle
rclcvanl word is apploved bl tlrc
Stirtc (i)uncil r)r'llrr s.\l(1.

Belirle the Regrtlatiotts 1{ele pr(F
rr[rlgated, tllc 5,\l(. h('l(l that a fl]-
ol a for'eign cornplrrrr could registcr a
(()nrl)any trarne irrrlrt<ling the rr()r'ds
"(llrina" or "(llrirrcsc as l(nrg as

ncither r\r,r'rl lrplx;rtcrl .ll lllr' h('girr-
nirrg oI the c()nrl)iln] narle ar)d llr(
narrre had bccrr lcgistcred and used
in jrrr-isclictiorrs orrtsi<lc (lhirra.,,\l-
tlnuHlr llrl l{11} l RtHtrl:rtior,.r'<strirt
the use ()f lll('$( $()r'(ls in (he narrrcs
o{ dolnestit cnl(.r'l)r-iscs, the'r'd() n()l
rxplrsrll rr'rcrrr' tlrr' pr'ir'r' posttiotr
()f tlle sAl (:: such rilrlrs rvill c()nliIu('
t() llc pernrillcd lrIovi<letl tlre other'
corrtlitions Iirl r-t'gistratiort are rtrct.
-l-hc 

sanre clitcria slrotrld be applicd
b\ thc sll(: il r Iifcigrr rt'gistrant has
in its nanrc woltls inrlicating a cotttt-
lr\ ()r' re{aion (,th( r'tlran (lhiua, or tlrr'
wor-d 'interrratiorr l." lhe sAI(l hils
stale(l llrat il-srr(lt a rrirrre has altt'ar11
bctr: regislcr-crl clscwhcle, it woul(l
probabl't bc girtrr apploval *ithirr
( ih ina.

,\tr,rrrlittg t,) tlr R(glrl.rti,,tt\, li,r-
cign eonrparrit's rlusl lcgislet' a (:hi-
ncs( nautte <ottrlrt,strl ol'at least trvrr
(hirlilcters "torrsistt'll rvith" lhc tor-
respondirrg lireigtt rtartte. II tlrt
aPlllit:rnt d(,cs lli)t l)r'()\i(lr a (lhirrcst'
n.lrre, tllr s.\l(: \ill llr)\t lilelr rl)ttt
onc itsell'. As tlrt'rcsrrltirrg nanle rrl\'
be less tharr d<'silablt (partirularlt

Forcign registrants
may wantto
submit
apptications tor
Jenewat wett in
advance ot
expiration.

uten all nrajol nratkct dialecls a!-c

<orrsidered), c.rr lr fot'ci15tt enterl,r'i\r
shrlrld srrpplr its rrwn n:rntc irt
(lhinese firl registration rlith tlrc
SAI(;,

Nett law, old bureaucracJ
(lertain pr'()(cdlr'('s irr the Rcgttla-

ti()ns designed l() (xl)e(lite regisll.ir-
ti()n $ill n()l l)c inll)lcnretrte(l lirll\
unril at leasl th('cDd {)f l(){13. ln tlrr
llreaI(ime. il nrav takt l?-lli Inotttlrs
lor' :r lirleigrr r'r,rrl):urr t() regirtcr it.
tlilrllc.

'Ilre Regrrlatio s slate that lhe
sAl(i is t() tlclt'rrDirrt' t{hethcl pIc-
linrinarr appr()val ()l rcgistrali('r] \r'ill
lx grrnterl rritlrir :ll) rlars ol it.
rcceipt ol a c()rrpl(te(l applitatiotr.
Irr practice, horrt'rcr. resporrsrs larr
lakc severi{l rrr,rrths and delai'r
shotrld be cxl)c(tc(l Ii)r's()nle tinrc l()
('() rc. As part rll'lh<.ne$ strenrrlillc(l
prrx'edrrres, ortr < prclirninatr ap-
ploval is grarrttrl. applicatiorrs rrill bt'
srrbjt'ct to r six-rrrorrth saitirrg p<'r'i<xl
conunencirrg r.itlr tltt ptrblicatiott ol
lhc nanlc h\ lllc s,\l(- in ()ne or nl()r'('
k ll(ling d()!D('sti( rrcNspapers. [)rrr'-
irrg tlrir six-rrrotrtlr 1x t'i,,rltlte tt:rtttc i.
Ics(llve(l un(lcl' thc IiIst-to-lilc r'rtlt.
th()ugll rIl\ irrlclt'slcrl Parl\ nrav lik'
arr oplxrsitiorr to tltt l>t opost'rl t't'g-
istlation. II rro oplxrsition is hlt'tl. a

.er tificrte ol rcgistIati{)rr Ieser-ring
the nilnre lirr' fir r r'car's rr ill be isruc<l
l)\'tlle sAI(;.

'I-hc 6r'st newslralrt'r' publicatiorr ol
Iirrcign cortrparri<'s' rtartres is cx-

l)e.led to rx'ctrr irr latc l{)1)2. i!hcl
nrnles rrl{ist('r'('(l l)ri()r' t() tlr(
pronrulgation,rl tlrt Rt'gulatiotts rr ill
bc prirrte<l. I'he rrt'xl gr-(lup (){ n:lr!rcs.
th()sc sub lill(.(l lirr Iegistlation tx-
twcen lune 22-l)ecctttbcr 31. ll)91.
u ill plolrahlt lrt prrlrlislrt'<l sir
rx)rlhs laler. l'ttblitatirrr ol a tltittl
Br'(,ul). th()se rrarrx's srrlrrrritte<l Iirt'
r.cgistrati()n irt l1l1)2. rlill likcll IitlL,tl
irr .rrrr'tlrcl rir rrr,,rttlrr. It is lrrtttr t-

pated tlrat irr thc Iutulc pul)li(ilti(,n

rvill be (arried orrt I rcBlrlar interYals
firllorling thc prrbli<'ation of these
initi:rl sets ol haclilogged nanres.
['r'er ise publication procedures, horv-
cver, in(:luding lhe in(crlals betNeen

l)ul)li(ati()n ol dilit'rcnt gr()ups ()l
rrarnes, harc \rt tr) lx (lcterrninc(1.

Re nett al, tr ansfer, an d
cancellation

Registratiou ol an l.[l,'s ranre ( irn
r r.rrrairr r alirl lrs lorrg lrs tlle cnterl)r'i\c
nlaintains its cxislcrttc urrder Ohi-
rrcse laws arr<l regrrlations. As reg-
istrations rrrll bc lrrrerr'ed while tlrt'
exlirnl fi\c-v(' r |r'gistIation is still
r ali<1, lirlcigrr rcgi\l t-lnts rn:rr' \^'ant t( )

subrDit an applitati<rll f<rl renersal
well in advancr. ol cxlliration.

'['he regisrlrtiol ol an f-lE's narnc
i[lt()rDati(all\ bccorncs void il thc
r'rrterlrri.c <ix',. ttot rottttltertcc lrttsi-
!lcs\ ()perati()r\ 1r'ilhitl lhe reser-\'a-
tiolr Per'ir,rl slrrrlr, rr rrt',\t {'rl\('\, r\
orrc rcar. Il thc I I[. hrs iln al]l)t1^'c(l
l)r'eparati()n nn(l c( )!rst r-ucl i()n peri()(l
irr excess o1 ()nc \'('lr', however, tlrc
r'('sr r'!ill iorl ol lhc trarltt'rvill be !altl
Ii)r thc dulati()n (,l 1hc appr-(,\'c(l

lleIio<1. F()lcigrr lit'rls n()t culrclltl\
ilcti\'(' iD (llritll art rrrrt r'equirc<l to
( ( 'rrrcu( ( lrrrsirrcss oIrcralions irr
(llrina alicl approral of legistratiorr

In clses trlrt'r-r' all ol part ol an
('ulerpris(' is tlansli.r'red, lhe R('fllrl.l-
lirnrs l)r'()vi(lc tltlrt lhe eIteIl)l_isc's
legislcretl ('r)tll)iln\ nanlc trav lx'
assigrred to orrc ol thc lle\{ {)lrn(.t's.
lirr tr.rrttplc. .lt tlrc rrr(l ,,I lr jotttt
t'(nlure s lcrnr. (,n( o{ lhe partrrtrs
rrrar lx' assigrrcrl rh(, \'('uu.lt-e's nanr('
:rlong rlith all or'1lalt o{ the venlrrrr,.
'[-hr' ('()ntr (t ()r ill{r( ellrent g()\'crr-
ing tlre irssigrrrlt'rrl nrusl l)r {ilc(l
11 it h-arrd aPPrr)\t.tl l)r'-thc sr\l(]
helor-e thc ilssigrur)(nt lrtcortrcs ltr
gullr elli'< tirc. ()ncc tlrt' assignrrcrrt
has bccrt r'r,nstrl t rilt('(1, ()tlh llt('
itpploverl lrsr'r' rl:l\ a()ntir)ue to lrs('
lll('nanrc iu (lhirra iu the lint' ol
lrusincss r-egistclt.<l \\i(ll rhe sAI(:.

Slou but solid
.{ ((rr)l)ar}"s lcl)utali()l an<l grxrrl-

rvill arc irrtirrrgiblc lsscts- fh()ugh tllr
pr()(ess can bc rLru, a clear and
cottrprehcnsir'e legirilatir'e nratrrlal<'
lirl Iirr-rnalll I)r-()tc('ting a u'ell-tccog-
nizcd arrd adrrrilc<l rranrt'in Ohina
now cxists. (llu r'(,rtt ly, il is t(x) earlv t o
tell wlretht.r' lhcs(. lc\r' regulations
rlill be irnl>lerrrcrrted firllr ancl cfli.r -
ti\cl\, but lhe stlr('tur- l firurt<latiol
lirr enlirrcerttent is sorrnrl- i
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Two-in-One
Study That
Gives You

the Facts on
US lnvestment in China

-

Unique
Darfalfile:
Cuslomize inlormalion: Diskette includes more
than 500 US investment projects in China, each
with over 30 database tields-investment
partners, equity. project location. economic
sector, contract type, and more.

Know your compelition: What type ol contract is
most prevalent in your sector? Which locales are
most popular? You'll also lind briel proliles ol
dozens of key projects in representative sectors.

Generate reporls, lellers and mailing labels: Use
your favorite software to tap the datafile's
unique collection of joint venture intormation-
sort and cross reference database Jields to
create specialized reports, letters, or labels.

btest Rqort
on lnvestmqt:
Understand inveslmenl lrends: Who has invested
in China and why? How do American investors
compare to those from other countries? What is
the 0utlook for foreign investment?

Assess Posl-Tiananmen condilions: Get the
latest analysis of China's investment climate,
including case studies and the results of two
American investor surveys conducted by the
US-China Business Council in 

.1989 
and 1990.

Save research lime and costs: The culmination of
three years of research, this study presents
current and comprehensive business inlormation
and analysis.

H a r dwa refi o ttwa rc R e q u i r e me nts :
The datalile is lor use on PC/MS-D0S compatible computers, with a minimum of one 720kb 3.5' or 1.2 mb 5.25"
disk drive (a hard disk drive is recommended). RAM memory required will depend on the solware program
used to access the datafile. The file is approximately 700k and was created using dBASE lll+. lt may be used
by any software program that works with tiles in the DBF lormat.

US $250 ($185 for members of the US-China Business Council)
lnternational airmail orders please add $10.

Send US dollar check to:

US-China Business Council
l8l8 N St NW' Suite 500C88
Washington, DC 20036 USA
Fax 202/775-2476

-,ft*t-

r,'!



GOMMENTARY

The
China's

Case for
MFN Status

llt ith the President's June 3 extension of Most Favored Nation (MFN) status for China,
UfI/ the now-annual battle over renewal has resumed. The US-China Business Council,
which has taken the lead each year in urging Congress to retain China's MFN status,
prepared the following position paper this spring to educate the government and
population about the potential costs ol withdrawing MFN.

l\ f ;;i,'l"lJlil:',.*ll,l"l
M;m':r,ir,",r"ii'il
the stand;rr(l tarifl treatrrrerrt llrt'
f uite(l Slalcs ( \rr'll(l\ l(, ilrrlr!\r .lll it\
lrading parlrr<'r's, irr< lrrdirrg lran,
lraq, and I.ibya, irrrd has bccn
granted to (lhirra lirr nrorc llran a

rlc< ade. Witlrrhawing MFN statrrs
nou' rvould ablogate the l9t{0 tlS-
(lhina 'fr'adt Agrcenrenl and dcstr'ov
lhe strut-ltrrt' of the [-lS-(]hiua trlrn-
rnerri:rl relationship, rvhich has bet'n
l)uilt up s() l)linslakinglv ()vrI lhc
past l2 years. B('l()re taking slr(ll a

nl()menl()us slcl>. ne nrttsl undr.r-
stand what, cxactll. is al stilke. l\t
rrust exanrinc tlrc costs inrrrlrr'<l an<l
wt'igh thr.nr againsl the p(,1(,rrlial
lrenefits lo plcvent precipitous ac-
I i()r).

(losts to tllc LInite(l Stalt's oI
rritlrrllarrittg \lIN rtatrrr li'r (.lrirru
inclrrde:
. Lost exports: lVithdrarval rr{ (lhi-
rra's MfN staltrs wotrld invitc rcciprr>
cal action by Ohinir. Thc lcl r-estrll
rrottkl lrc tltc lrrrs oJ a ttt.tiot :\ttrct'i-
(irrr rxl)r,rl rDurk t-Sli.ii hilli,rrr irr
l1l{)1. trP rrt'ar'h :il) pcrcert ()\'cr lhc
pleceding lr':rr-antl ttre loss ol rvcll
orcl I0(1.000 ,\rttcricatt jobs-

It worrlrl rrot lrc dillictrlt l'r'r (lhirru
to irnpor-l cr;rrivalcnt grxxls lirrnr
othcr corrrrtlit's, as the Unilc(l Stiltcs
ir tlrc onlr n.rti,,n ( r'( n (',,rtcnrl)l:rtill.i
<lenial ol Itl N status firr (llrirrir. ()ur
rrnilateral actiorr rrorrltl onlv rcrrt lo

benelit Japan and tlle !:uropean na-
tions, rrxrsl of which are pxrmoting
lheir own prr>ducts througtr aggres-
silc ntixerl-t redit progrants. I he [ 'ni-
ted States w()uld thus be l(x ked ()ut of
a nrajor export market-:rnd the fast-
esr growing econonry in tlre world in
S()uth (lhina-at a linre when the
Anrerican economy is weak and unem-
ployrnent is a persistent problem.

Anreri<'an exponers ttrat w()uld be
hardest trit include (see 1'able I ):

. Oommcrtial aiftralt fianulatlurcts,
who racked up more than $l billion
in sales Iast year and wlro lrave topped
$2.3 billion in total China sales over
the past three years.

. (:ompur.t ard iaduslrnl awl con-
strutti,t tuathitl?r) ma lealur?rs,
whosc sales to Clrina cxcceclecl $l
billion last year, up 23 percent over
t 990.

. l;c ilizer Produter, nho last year
realized sales ofnearly $l billion and
whose sales to China have increase<l
nearll' five-firld over the past four
years.

. Whmt and olh?r, t.ftal fimers,
whose annual China sales have avet-
aged over $ti00 rnillion firr the past
thtee years.
r Losr jobs: Over Iltl,000 largely'
high-tech Arrrerican.jobs rnay disap-
pear if we lose ac<ess t() rlle (lhina
mirrket. 'l'his figure is derived Ironr a

US I)cpaflDrent rll (irrrrrrrerce esti-
nrate that an average of 19.100 jobs
are created for each hillion tlollars'
worth of exports.

o Increased trade deficit: Rem()val
ol-(lhina's Ml'N sralus would con-
tribrrte ftrrther to (ln_ overall trade
deficit lr,ith the world. While the
Llnited Statcs would lose as much as

$6 billkrn in exports, our overall
inrport bill would bc relatively una[-
fected, as China sirnply would be
repluced by other Lrw-wage <'ounlries
as lhe source of labor-intensive
g<xrds. I! anufacnrrers would no(
produce these g<xrds in the United
States; rather, they would seek (lut
clreap labor in lndonesia, the Philip-
pines, and Malaysia.

Parties who argue rhat elimirrating
Ml'N from China would reduce the
LIS-China trade deficit fail to take
into account lhe nature of nrost
Ohinese exp<rrrs to the United States.
Many ofthese goods are produ<ed by
Hong Kong- and 'Ihiwan-invested

prrrjects on the nririnland. Thus, as

the US trade defi(it with China has
< linrbed over the past few years, ()ur
deficits with Hong Kong and Taiwan
htve dropped: Hong Kong and Tai-
warr have efl'ectively shi[ted their
trade surpluses to China. If we
renxrve MFN liortr (lhina, the Tai*,an
and Hong Kong companies operat-
ing there will sinrplr shift rt,rtain
processes back horue or to other krw-
wage corrntries Irr aroirl the excessir'e
tariflls. While orrr inrports from
(lhiuu nral dccrease. they will in-
crease from these other areas. Our
klst exports to China. horvever, will
nol be replirt ed.

l4

Removal ol China's MFN status would hurt US consumers and Chinese retormers
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. Higher consumer prices: In(reas-
ing tariffs is tatrtamount to inrposing
an import tax ()n lhe US constrrner.
Rcuroving Mf'N would eflectively
levy a $7 billion-10 billion cumul:rtire
sales tax on Anreriran purchasers. as

the average dutv rate on g<xxls
inrported from (lhina would int rease
fronr about {; per(ent to (}ve|l0
prrcent.

In !'eality, ol course, the lianle
grxxls woukl n()t l)e purchased fi()nr
(lhina because ol the high drrties.
However. retailers re()uld sufitr sr-
!ere. shorl-ternr disruption while
they shifte(l t() (,tller k)w-cost suppli-
ers. (lonsunrers least able to aflirrd it
would see significant price increases
in t lottring, Iixrtwcar. toys. and other
lrrw-end prodrrr ts f,rr uhich (.hirr.r ir
nou :r leading supplier.
. Lost American investment: LIS

tirrrrs have in!este<l ne:rrly $5 billion
irr rrranrrlarlrrrirrg clterprire\ in
Ohina. largcly to Hairr access to llrc

Ihe adverse
effecls ot MFN
wilhdrawal are nol
limited to the US
economyi
wilhdrawal would
arso have a
lremetdous impact
upon ow atties aN
friends abrcad.

dorncstir nrar'kt'1. Thest projcr ts
urruld hc put at risk if IIFN rrrrc
rr'ithdrasn, as nranl renrain <lcpn-
dent o inlxrts fr'orn the Irnitcrl
States an(l/ol. scll their Iiuislred
prodtrcts in tlrt'LlS nrarket. Mort-
ol'er, lhc rcprrtations of Arrrclicnrr

6rnrs-whether active in China or
not-would be damaged around the
world, as they will be perceived as

unreliable business partners.

Damage to fierds aad ollies
The adverse effects of lllFN with-

<irawal are not limited to the US
economy; withdraw:rl would also have
a trerrerrrl,'us impact upon our allies
and friends abroad. The decision to
withdraw MFN must lherefore be
weighed in terms of the collateral
damage to:
. Hong Kong: Hong Kong alreadv
faces a crisis of < onfidenr e as it
prepares {<rr the traDsilion lo Chi-
nese sovereignty in M97; withdrawal
ol tlS MFN treatmenl frrr Chirra
would drr,astate the terril()rv both
econonrically and psvchologically.
Nearlr 7() percent ()l Anrerican inr-
porls front China are transshipped
through Hong Kong, whi<h earns
signih< ant income lirrnr banking,

($ millions)
H'TS $
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Aircraft
Computers, industrial & construction machinery
Fertilizer
Cereals
Colton
Optical, measuring, and medical instruments
Plastics
Machinery and electrical equipment
Organic chemicals
Wood
Paper and paperhoard
Man-made staple 6bers
Articles of iron <lr steel
Vehicles, except railway or tramway
Wood pulp and paper scrap
Aluminum and articles thereof
Mineral fuel and oil
Miscellaneous chenical products
Copper and copper articles
Ores, slag, and ash
lnorganic chemicals; precious and rare-earth metals
lmpregnated rexrile fabrics
Tanning and dye extracts
Furnilure, lamps. and prefab buildings

7 49.1
859.9
54 3.9
512.4
2 80.9
226.8
165.8
264.1
25t.6
179.9
84.2

105.8
26.9
52.4
57.5
I 9.5
,t6

: .l
:12.7
5 0.3
21.0
2 5.9
22. I

7. ft

l,082.6
l,058.2

98t.7
363.4
3 26.6
3r7.6
297 .t
277 .4
273.9
t 68.2
153.5
t36.r
9l .4
66.4
64.5
56.9
56.5
46.9
4 6.0
3 7.8
3l .9
25.O
2l .9
t9.7

45
23
80

-29
l6
40
?9

5
8

-7
82
29

240
27

t22
r92

I,128
5l
4t

-25
52

-3
-l

t.t13

TOTAL AT,I, COMMODITIES !\ tQ,

ItTs = Homoti..d 'lbrin Sw.n nunbn
Sour : LtS Ihpodn. ol ('Dntut.
(:onpil.d b,t th. L'S-(:h,ia ltu:t'vts (butuil

$.1.80 7.3 ${i.'.Il(;.{t

Table I'
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insurancc, shipping. an<l legal ser-
vices inv()lved in this entrepot trade.
Furthernrore. nl()re than a lhird ()f
Hong Kong's rrranufacturcrs have
moved their rlperations l() S()uth
(lhina: their (rlnrinued r i:rbilitv-
:rnd Hong Kong's econornic prosper-
ity-clearly are dependent ()n (lhi-
Da's participirtion and integrat ion
inl() the Bl()l)al e(()n(rnly. Rev{r(ati()n
of China's M!'N sti us woukl letard
lhat pr()cess irnd danrage Hong
Kong's stability. Specificalh', Horrg
Kong would sufl('r the folkrrving
under su(h ll s(cllari():

. 35-47 pcr(crtt ($4.7 billion-0.1t
billion) redu< tiorr in re-exlxrrts lirrnt
(lhina ro tlre []rriled States.

. 6-U per(ent ($12-16 billnrrr) re-
duction in ovt'rall lrade.

. $9 billion in l()sl irlc{)!ne.

. 44,0t|0-(i0,000 l()st j()bs.

. 1.8-2.5 Pctccnr drop ill Ot)l',
about one-third to one-hall thc r rrr-
renl gr()wth rllc.

. Morc tlran $25 billion in direct
investnrent in nranufacturing opera-
tions in (lhinl worrld be ptrt lt rirk.

. Furrher loss of .iobs and in(()rne
as China retaliatcs aglinst US,jo(xls.
. The semi-private sector in South
China: 'lhis region, whi<h accounts
[irr oler ltalfol all (;hina's exl)r)r'ts t()
the Llnited Slalrs, rr'ould bc devas-
liited. Rem(,\'ing MFN rvould <iestror
lhis (hriving, nrarket-orientetl seg-
ntent o[ the Ohinesc ccottonry-1
segnrent wlri<h serves n()t only as tlre
cngine lrrr Olrirtt's econontic <lcvel-
()pDent, brrl as a nrodel fol relirr-nr.
'fhe inrpovcrishnrert of South (lhina
rrould not datnagc the hardlirrc
lleijing lcurk.r'shipl (,n lhe c.rutlilr'1', it
woLrl(l rcnrrvt the nraj()r ()bst (le t()
its efli)t-ts t(, hling llle enlirc (()untry
trnder the stlanglehold of the <cntlal
planning brrr caut racl. flow coul<l
srreh lrn otrltorrrr be torrsi<l<r'e<l in
()ur inlerest, {)r il the intcresl ol_

greater frc(l()rn frrr the (lltittcsc
people?

Indeed. with<llawing M!'N would
nrake lhe t-utr-t'nt tepressiort wotsc,
bt'trndelt rrttirrg the sole sector ol the
e(1)n()nlv that operates largell out-
side rhe ccntt'al (()nllol o[ the Strrc.
14'e tried to chartge Ohina's bchalior
with sancli()ns in I950, rvhile the
Soviet LInion sought to blirrg (ihina
Io its krtees in l{}59; in c ch (asc,
Ileijing lesporrrlt'rl lrv tightcrrrng its
belt, supprcssing irll dissent, and
uniting thc ('()unln around llre rnylh
tlrat f(,reigler-s scek onl\'io plrrrrdel

Condilional
tenewa, wot ld
eftectively
translate into a
one-year prafi-
crosing nolice lot
Ioreign companies
operating in China.

arrrl lrrrrrrili.rtt ( llr ir r:r

The illusion of conditions
Re<ognizing the (()sts arrd risks

involved in terrninating l\tFN. sonre
membels of (iongress pr{)p()se a
"comproorise" solutiorr: rcnewal of
MFN, plrrritlcd (:hinir nrcct\ ('ertiin
conditions concerning hunrart lights
aDd ()ther areas. While this option
nray sr>und a raclive, it docs not
rellect reality-it sinrply anrotrnts to
anrrrher way ot rvithdrarting IIFN.

N() c()uDul would willingly accept
a list ()l ((nrditi()ns e8ectirely regu-
lating tlrt, nranagement of its internal
aflairs fiorn an()the[ .()unlrJ. simplv
in ordcr to colrdurt rror'nral tr:rde.
China <ertainly would not comply
with suclr <onditions, so its I\lFN
status wor,rld be withdran n; if not
imme(liately, then itl a year. Oondi-
tional rcnewal. thereli)re. woulrl ef-
fectively lranslale into a orre-year
plant-t lrsing rrotice f<rr firreign tom-
panies operating in China. 'flrc ques-
tior thus returns t() whcther to
continrrc l\lI N ol n'itlxllau' it-
conditional appxrvirl is not a viatrle
third (,pti(nr.

Alternatiws to MFN u)ithdraual
MFN is not tlre only p()li(v option

we p('ssess to influence China's be-
havior. nor is it the nrost effective.
Direct bilateral negotiations have led
lo denronstrable progress on a host
of persistent problems that have
plague<l the US-Chinu rclationship in
the areas of tracle. weapons and
nut lear proliferation, and human
rights. Athievenrents thus far in-
clude:

. The United Slates Trade Represen-
tative (trSTR) obtained an agreement
in Jaruary 1992 t(, improve the
prolecti()n of US intelle(tual prop-
erty rights in China. Chha has
agreed to ioin the Berne Copyright
Convention by October l5 and the
Ceneva Phonogranrs Oonvention by

June 1993, and lo exlend copyright
protection to conrputer software.
China further agreed to extend
pateDt prote(tion t() LIS pharrna-
< eutical :rnd chemi(al products.
. trs'l R is preseDtly engaged in nego-
Iiati()ns t() reducc har riers t() Ameri-
(an access to the china market.
l'ailure to reach agreenrent in these
talks by October l0 r'otrld result in
the imposition of prohibitive tarilli
against several billion dollars' worth
of Chinese products exported to the
United States eaclr year.
. 'l'he Federal Maritinre (lommissi()n
in February successfully pressured
China to allow US shipping compa-
nies to establish branch oflicbs and
tonduct direct business in China.
. The US Customs Seraice has vigor-
ously pursued violators of US textile
quot as-filing crinrinal charges
against offenders-and has seized
inrports of goods trranufactured with
prison latr<lr.

In iroltf?ration:
. The Chinese, in Febrrrarl, provided

State-owned enterprises ......

Collective enterprises .. ... .. ...

Private enterprises...............

Foreign-invested enterprises

..8.4%

l8.$Vo

24.0%

55.8%

Sou/..: Sht. Sktttsh.(l But.au

Table 2.
GBOWTH RATE OF

GHTNA'S TNDUSTBIAL OUTPUT, l99t
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ln hrnan righls:
. (lhina has Biven th(, Unirc(i SlJtes a

narne-b!.rtanre r-esl)()nsc t() a litt ()f
pris()ners rletaine<l after'l iarranlrren.
ilrl(l has Ieleasc(l sorrrt ol lhcsc
l)e()Ple.. Sc(r'etal,y Raker obtaincd asstrr-
illrc('s lhat all dissi(lcnls ilnd rclillives
ol'dissidents not clralgcd ar crirninals
rrorrld bc perrniltc(l to lcarc tlre
((,trrrlt'}. S()rDe IraIc alrt,a<lv lclt
( lhirra
. (;hinn has puhlishc(l r'(,gulari(rrs
Iirrhitlrling the exp()r't ol protlucts
pr'( xiu('ed u'ith plisorr lahrrr.
. 'lltc tlS l{()1'c!'rrrrrcrrl slx)ns()r-c(l a

rt.solrrtion at thc LrN llrrrrr;rrr Rrghts
(irnrrrrission addlessirg thc lec(l to
irrtpr'ort tlre Irrrruarr lights srtrrlrtion
in ( lhila.
. 'llrt. IlS State I)el)allllrcnt llas held
rePeat(.d corrsult tions witlr tlre (lhi-
Ies( lo llainlain pressure ()n l[lnlan
rights issrres. In lhe past. (llrirra never
gr(.(l l() discrrss strclr llll)i(s i\ilh

lirlcign < ountries.

\t't' urge lhe rdnrill isl rar i()ll l()
c()rlitluc t(, press f()r illrl)r'(,rcnlelrt ()f
hrrnran rights in (:hirril.:rs wcll ils to
prcss Iirt' further I)t(,Lt(.ss in cnsur_-
iug Ohirra s adhelencc l() interna-
li(,tlal I(,lrrs ()I trl(lc ilrl(l ilrnls
rotttrol. (llearlr. tlx l(lli(\(,ntcnt\ itl
lh(s('arcas l() date in(li(ilte lhat the
rnc(llnrristns rn(l inslitutions rc-
(luir-('d t() a(idress (,ut (lisagt-cer enls
rvitlr (lhina alrca(h exisl. Evcrr nrore
irrlxrrlilnt, thev are gllihing lcsults.
l,unrpinl{ lll o[ orrr grievant'cs wilh
(lhinir irrt() one very prrhlic challt.nge
is l)()tll irtcsp(rnsible antl irrcflt'ctive;
lhe Mf'N tlrrelt ()l|ly rrrr<k'rnrines otrr
ortgoing bilateral neg()t iat i()ns. wlriclr
have harl-arrrl will ( r)rrrinue l()
geDerate-n p()siti','e irnpilct.

MFN: bane to conseruotiaes,
boon to reformers

'['hos<' who argue t(, Ixke Nll.'N
lru'lrv-eitlrt.r'd rer tlv or irrrlilcr tly-
base their argunreltts (,lr llle Iitlse
assurrPti()n lhal lbreign c()nrnlcr(iirl
lelali()ns it'ith China prop trp the
:rrllr-(l( rrr.x luti( r erttral Pl:rrrrrr'ts irt
Bcijirrg arrrl rrnrlercut the {irrres of
x'{irlrrr. ()n the c()ntrar'\. li)r'cign
lrx(lc :lr)(l in\'estnrenl pr()nxrtc the
re[i)t-nl ()l arrv c()rnrnunist svsteDl.

'lhe (llrincse leadelslrip is rvell
irt!nIe ()l thc (-{)r petitive (hilllctrB('s

l,11\crrlc(l lrv foreigtr tr:r(l( .rn(l i -

vcslntcnt-b()th in let rns ()l (ontrnst-
ing brrsint'ss pta(ti(es iur(l i(lc()l()gics.
ard itt (liIr'(l c()Itrpetilil)n Iirr grrotls
ar)(l !Iriltk(ls. (:lrinese Sl:rlc ('ulcr-

J>riscs sinrPlv cannol a()nrpelc r!ilh
rrl{)r (' tnilrket-olierltcd cnl('t I)r-ises
(rrz'Iublt'2).

Ohina's 1>olit vrrakers rhus lac(.tit()
()ptiorts: re[irrnt ihe St:lt( sviitctn ()r-

r'('slIi( l l()rcign (onrpctili()n. llith-
dlarrirrg III\ nlakes that rlroicc [rrr
lhcrr the \!r()ng choice. \\t,rhorrl<l
rrot lrc lrtlPirrg lhe lr.rr(llir(r\ in
(llriua. \lt'shorrld l>e l<xrkirrg Iirr rrats
lo incrtast'orrr t-onrntercial ittlct lrr -

ti()tl with lhe c()unul. irr orrlt'r'to
hell) lrr'(,rr()tc ref<rtrtr llrt,r'r. as rvt ll as

lo ('Ilsur'(' llle p()siti()rl ol ()rrr l)$'rr
c()nrp:llies. \\t, slrould bc l)r(.1):rred
to trsr.all ol the t(x)ls at (ntr'(lisp()sxl
t() ()[x.r (;llina to trarlc arrrl irltcst-
nlcrl. ir(lu(liDg St'cliorr iJ0l ()l th<.

[1S-liarlt,,,\.1. \!'e lltsr Prt.ss Iirr
l{reilt('r' rrtarket n((ess Ii)t' Arnclicarr
exl)()r-ters ilnd service irr<lrrstli<.s. arr<l

grc:ller' h-( c(l(nn ft)r fi)!'cigl in\r'sl()r's
to srrPply lhcir ('usl()nrct's. rnilnirgc
their rr()rk Iirlces. and gilin l(((.\s t()
the li)r('ign (urrenc\' tlrr.\' nc((l lr)
oper atc cllicicntlv.

Tlrr cllolt l() in('rease t'onrrrrr.r'r'ial
inlclcharrge with (ilrirra will lle a
c()ntinuittg llrg ()f trar. Thc (llrincst
hardlirrt ls will kecp l<xrking Iirl rvavs

t(, girin llle (lire(t berrelilri ol lirlcigrr
c()nta( t (( ill)ital and tc(hn()loNy-) :ln(l
rt'jcrt thc i (lite(t b(.netits (gr'()n'ilrg
integratiorr witlr tlre gLrbal et onorrrr
an(l lhc Iicc ex(hange rrl valut s arrd
itleas). rvlrirh thev c()nsi(l(.r' sulr\'ct-
sirc. II wc kecp up tlre plessrlr(' (nr

Beijing to open Chinese rnat'kets, wc
will hell, kcep (lltina's lc[olrrrs alivc,
itr l)r,tlr tlr( Prrlitirltl lrtrrl trorrorrrit
slrr(r'c\ V.rIc r'tlrrt:rr t *'ith ( ilrirr.r-
n()t lcss-i\ thc nrost efli'ctite wal to
bring alxlrt grealer [rec(Ln) ald
t'espc( t li)r huDan dignitI i (;ltinit.

Where's w...

It came off..

I've got to go...

Weanticipate
yourevery need

.At,Y'
hotelnikko hongkong

+
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Presi<lent Bush uith rr'rittrn asstrr-
anccs tlrar tlret uill abidc br the
lllissilc Te chnolog,v (l()ntr()l Regirr)e
(It l(lR). 'l'he Whitr' Horrse subse-
(llr( rll) I)le(lge(l tt' (r)llliDlrc rr) rr(,ni-
tor'(lhina's conrpliarrce an<l lcvy new
:ilncli()ns it China Iails to ftrlh
irrrplcnrcnt this c(,rrntittnrnt-
. (llrina at'ce<ied tr) thc Nlr( Ieirr \()n-
l'r'oli{eratiorr 'll-catr' on l\larth 1),

I1)9?.
. !'ollowinB pressrrrc Ilonr the
Urritcrl States. (lhirru h;rs cn(l(,rsed
aPPlitlrtiorr oI lrrt<.r'rrutiorr.rI Atrrnrir
littelgy Associittiolt salcgrrar<ls on a
rrrrr'l<;u r c;r<'t or it hclPt'rl, r,rrrtr rr t in
.\ lg,'ria.

* nikko hotels nrernat'ond
Fo. ,aMudu 6l ,q, lR\€l agd d rr! EEn

l.po AnG (ftc



FOCUS

China's Medical
Equipment Purchases

Imports of neu technologies are on the rise

Roberta Lipson and Lawrence Pemble

T A f iI ;;,TJ"',ilil"ai',';
l/l/ h.suitals. Ch in a's
Y Y healih ca'c sysrenr is a

major potential purr:hasei of west-
ern nredical technokrgy. Though Chi-
nese imports of nredical e<luipment
and supplies have irrcreased signifi-
cantly during the past seven years,
the Chinese market can be a difficult
one for foreigners to penetrate. US
6rnrs on the whole have done well in
this sector, however, and should
continue to see good sales and
investment pr(rspe(ts during the
Eighth Five-Year Plan (FYP, l99l-
95).

Cy c li c al s! eadin g p atleras
ln recent years, Beijing has spent

an average of S278 rnillion per year
(rn Western medical products, but
import levels have been uneven,
ranging from a Lrw of $24 I nrillion in
1985 to a high of $335 rnillion in
1991. Despite the lluctuations, Chi-
na's annual spending is actually quite
predictable. Typically, China pur-
chases fairly large amounts of medi-
cal equipment in the first two years of
a 6ve-year plan, with a drop in the
third and frrurth years before ajump
in imports during the fifth year (r?,
graph).

lmports of nredital equipment in
rhe 7th FYP (1986-90) were true to
this pattern, and fi8ures for the
turrent plan seem to be following
suit. For exanrple, by the end of
1991, the 6rst year of the 8th FYB
spending on medical imports had
risen to $335 million, a 2l percent
increase over 1990 levels. Foreign
suppliers and Chinese health care
officials alike are optinristic about
further increases in 1992 spending.

While this rate of growth is very
attractive to foreign suppliers, gov-

lmporled mdical
equipment is oflen
pretefied lor
reasons oI qualily,
lechtnlogy,
reliabilily, and
status.

ernment-imposed barriers to imports
will prevent the market frnm growing
as fast as it otherwise rnight. 'l'hough

irnported medical equipment is often
preferred for reasons of quality,
technology, reliability, and status,
(ihina's foreign trade systent trrntin-
ues to protect domestic pr()ducts
through the imposition of high im-
p()rt duties and taxes, as well as

through complicated iDrp()rt-ap-
proval procedures. In practice, high-
end products China cannot manufac-
ture itself are imported, while lower-
end products tend to be sourced
locally.

China will remain dependent on
imports of high-end health care
equipnrent for the foreseelrble fu-
ture. Iypically, developing countries
sur:h as China initially prioritize the
acquisition of diagnostic equipnrent,
which is used to determine what is

troubling a patient. Spending then
increases on therapeutic equipment,
such as surgical instrurnents, which

Robeda Lipson is the presid.enl of US-
China lndustrial Exchange, Inc.
(USCIE), uhich prouides morhet seruices

in China lor o number of US companies.
Iaurente Pemble, vicc prcside of
USCIE, is t.sPotttible fol the companr's
W.s l.tn h2lnis phere oParat iorrJ,

are applied t() cure whatever ail lent
has been diagnosed. The highcst level
of health spending cenlers on pur-
chases o[ patient carc ter'trnokrgy,
such as cardiac care units, ventila-
tols. ancl r)ther specialized equip-
Denl lo help doctors rnonit()r and
assess the eflicacy of the recom-
mended treatment.

Though Ohina has followed this
general p:rttern to some extent, the
sheer size of the Chinese hospital
systenr has meant significant urarket
segrnenls co-exist for each type of
health (are equipment. Since the
early 1980s, for example, there has
been stcady demand for ultrasound,
X-ray, and various other kinds of
laboratorT- diagnostic equipolenl. At
the same tinre, demand for imported
tlreraperrtic and patient care technol-
ogy lras grown rapidly with the
modernization of the health care
systenr. As the system devekrps fur-
Iher, therapeutic and patient moni-
toring equipment will likely claim a

larger share of overall inrports,
rhough purchases of diagnostic
equipment will remain signi6cant.

More motey more buyers
The size and diversity of China's

health rare system has made it
difficult for foreign suppliers t<r

devekrp romprehensive nrarketing
strategies. Over the past decade,
purchasing decisions have become
increasingly decentralized (rae T/ra

CBR, November-December 1987, p.
29), Ieaving individual hospitals as

well as health care systems at the
provincial and Iocal levels greater
leeway in rnuking foreign purchasing
decisions.

M,rst Chinese hospitals buy firreign
equipnrent with retained earnings
from patient and insurance pay-
ments, ()r through bank finanring

t8 The China Business Retieu o July-August 1992
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As the heafth care
system develops,
thercpeulic and
patient nrcnilofing
equipment will
likely claim a
latger share of
overall imports.

rnent f<rr which no domestic equiva-
lent is available. l,icenses are rc-
quired for imports ()f e<luipment
(osring more than $20,000, though
there is generally no 6xed limit to the
nunrber of units that can be imp()rted
each year. For equiprrrent that is
alreadv being rrranufat tured in
China, such as simple black-and-
white ultrasound scanners, lrowever,
inrport approval is increasingly diffi-
crrlt l() ()btain.

A few high-tech, high-(lenrand
itenrs, strch as magnetic res()nance
iutaging scanners (MRI) an<l crxnput-
erize<l tomograplry (OT) equiprnent,
continue to be purchased entirely
rhrorrgh central channels. Inrp()r( of
these te< lrnologies is restricted b,v the
requirement of a sperial license,
whir h is issued on a t ase-hy-case hasis
by a tomnritlee cornposecl of radioltr-
gists, SPA and Ministry of Public

Heallh (M()PH) officials, and other
goverttnrent representatives, who
meet just ()nce a year to review
imp()rt requests and determine how
many units rnay be imported.

While a fair number of thesc
nra< hines seem to slip in cach year
through the Special F,conomic
Zones. r+here local import policies
are generally nrore flexible, f<rreign
suppliers of CT and MRI equipment
should lnticipate lengthy delays in
obtaining import approvals. Only a
few ()f the special licenses arc granted
annually, largely to ensure even
nuri(,nal (listribulion oI rhe equip-
ment and on-going technical srrpport
from f<rreign suppliers, as well as to
promote the development of domes-
tic production of CT and MRI
equipnlent thr()ugh foreign invest-
nrent and technology transfer pro-
grams. In rhe past year, inrport
licenses were grantecl for l0 MRI
units, rearly ll0 CTs, and apprrrxi-
mately 50 O'f units in kit form to be
asseDrbled byjoint ventures in China.

US firms cash in
Although der:entralization rneans

f<rreign suppliers now have to sell far
ntole lrople on the merits oI their
etluipnrent than before, US suppliers
have beconre increasitrgly astute at
penetrating the China rnarket. Since
China began Iarge-scale purchases of
Western rne<lical equipment in the
early l1)130s, the United States, Cer-

Ghina's Medical Equipment Imports,
1985-91
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backed bl aulh()rilies at the local or
ministrv level. While in the past
hospitals had to obtain f<rreign ex-
change through nriDistcrial chat]nels,
tlrey nray now exchange their own
zrrnir,ri earnings firl har<l currency
at the local swap nrarkets in order to
littattre f<rreign pur(hases.

Foreign vendors looking to capital-
ize orr this increased lruying power
will probably 6nd thal p()tcntial
(lhinese custorners, like LJS buyer-s.
are keenly interestetl in the repay-
nrerrt period for ir parti< ular piece of
cr;uipnrent. Sonrc firreigrr suppliers
have been willing to a< r'ept extended
pavnlents over as nrany as 2,1 nronrhs,
irt liglrt ofrhe itrtrtusitrgll irrrrrratire
financing schernes Ohinesc hospitals
.lrc ndr)ptilg t,r Prrrtlr.rrt' firreign
eguipnlent. For instancc, depart-
nx:nls within lrospitrls Irlve lreen
krrown lo present departrrlclllal reve-
nrrc proje<'ti(|ns t() len(li g insriru-
li()ns as a sort ()l- "gualantce" that
loarts t an be repairl. ()thel ctses have
been r-eported in whirlr hospital
workers have bought "shares' in a

I)ie(e ()f equipnrent in anli(ipati(rr of
l p()t-ti()n of tlle pr()lils it will
genel te. As long as strch plans are
lr.rtkrd by r B(,r'r'lrttttcttl .rrrtltrrrity
srr-h as the local burcatr of hcalth.
(,lrirrese banks rrarlill at r-ept re-
tluests Iirr these typcs ol krans.

\4 hile (lhinese lrospitals now hate
l.rr gtt'atcr ilut(,rr)nr\ irr rk r idirrg
rvhat thcy waDt t() l)rry arrd how ttr
[irrarrcc their pur-chascs, lhey must
still reccive appr()val Ii'(,nl central-
krt,l :rutlrorities t{' inrln,r'r (.(luip-
llr(lll. J Prrx(-\\ th.lt (rl| hc (ltrite
t ttntbctsottre. Inrport appror'als and
lit crrses can involve as rnanl' as five or
stx itt<lirtdttal t lrrrPr" lroru .rtrtlrori-
ties in Beijing, with linal apploval
tusually tequired li'orl the State
l'halnraceutical A(lrrinistratr()I
(Sl'A) :urd St:rte (irrrrrrtil Revieu'
()flice- Hospital personncl, in f:rct,
oltcn spencl wreks in Eeijirrg once a
salc has been finalizcrl in ortler to
li( ilitate the approval plrxess.

'l'ltc itnport approval systt,nr gives
pt'inrar'y consider:rti()n t() the rvail-
ahility ()l local substilulcs, but als()
ut iglrs tltc gerrt ral ter lrrrir:tl alrilities
ol th< lrospitrrl prrlt Ir.r'rl6 tlr<.cquip-
rrrctlt. Itr the P:r\l lir( r'r.ll\. ('hr,rin-
irrg trllicial approval to inrlxrrt nrost
r<[ripnrent !alued undcr $20,00(l has
bt'en IaiIlv straight[<rruar'<1, Parricu-
lar l\ ft'r rri(l- ri' hrHIr-lcrr.lrliugrrosrir .

tltct'.rpetttir'. rn(l I)ilti( rt r.rrr tr;uip-



Ohina s vast he:rlth-c:rrt slstenr is

loost.ly orgauizc<l aLrrrg g<,ogrirphic al
irrrd rniristerial lircs. l'lrt l\lirtistt! ol
l'rrblic Health (M()l'll), rhr Slllrc
A<lrrrinistratiorr ol li urlitional (llri-
nt'sc l\leditirrr, tlrt l'r'oPlt"s l.ibcla-
ti()n j\rnr\' (l'1.,\), arrrt rrrliorrs indus-
lr i.rl rlini\tIic\ .rll .l(lrlllli\lcr lll('rr
. 
'ri tl \r'\tlIrts. I)rr,riIrrls,rlrrI ,,,rrntics

also nraintain tht'iI (,$rr n('tr{()rks.
u hich irrclu<lc torrtrslrip lroslritals an<l
villlgc rlirti<s. l'hcs( llttcr iuslilr-
ri()rrr geDcrall\ h;rrc linrited x'-
sorrrr'r':' antl lrcattrcttl ll)ilitic\, iln(l
tllcr'('lir[c d() rot ltil\( rIr(h (orltir( t

sith lirrcign rrrcrlir:rl tt'r lrrroLr;n srrp-
plicrs. \lost rrrk s ol lor t igrr tt t hnol-
l)git.r go t() rlr(' \l()l'll. l'1..\. irrrhrs-
Il iill Il)inistr't, (lr PrrIirrr ilrl lutilitit,s.

. MOPH
\l()l'H lrvcl'sccs lh( ()p( rlli()ns r)l

l l nrctlital tolk grs. t'arh of rrhi<lt
h.rs :.1 rrr 't tclrr lrrrrg lro.yrrr.rlr. [.t1rrrp-
lll(:lll l)t(x'lllrlll( llt lor tlrcrt lrorPl-
tuls is lirrr<k'<l (lirr( ll\ l,v \l()l'll,
th()uKh ea(lt lxrspital rtrrr rttppk'-
rrr' l I,llrr lr.l\c\ lrr rll:rrr'il|E rrllr'rr rls
r)wD Ic!cnlles or l)\'r)l)lilinirrg in(l(l
lx'n(lcrl fillrr( irg Ill)rrr Ix al banks.

\lhilc horPital. urrl('r \t()l'll s

jrrlisrlir tion irrr r c:rsitrglr :rr c rnitkirll.i
tll(.ir ()irn Ii)r'rign c(llril)rrcnl pur'-
rlrast,s. the nriri\tr'\ r(.(clllr nlir(lc
( cnlrali/e(l lrrrrthrrsirrg (l(ci\ir)ns r('
,{irt'(lrrg tlrc rrPgt.rrL ol r'rlrriPnr(llt itt
tlrc tt aching lrospitals' irrlt ttsit e < :trt'
units (l(lt1). lll l1)1)1, Il()l'tI-al)-
lxrirrtc<l corrrrrrit tr,(,\ r (.\ i('1red ill
tlr'\( hr'\l)it:rl\' I(il .rr'!.rtrrl rrlrrip-
rr(nt lrrrd anirl\'/(.rl tllc (()sr.'hcnctil
riltii)r ()l lhc \'ili()u\ l)r'(xhrats bcf(,rc
issrrirrg. irr sprirrg l1l1ll :rrrd lllll!.
lirrrite<l ten<lt'rs lirr trsPiratoIs. <lcli-
l)rillat( )rs, l)lricrr rx)nit()r'ing re.h-
r()ll)gics. aD(l r)llrcr (quil)nrcnl. Arl
cslirrlted l()lil ()l $ ll) urilli()n i{ill lx'
slxrt ()n llris c(lllapr)crt. Ilrr tllller-
Ii!e l)lrglining lxrrrcr ol lht nrirtistrt
rlrorrlrl rrrahlc 11 1,' ,,lrt.rrl tl)(. .(lltil,-
rrcnl al a siKrili( lllt s:rIitrgs or't t
irr<lclx,nrlcnt lrrrr t hast s. Il()l'll irill
likcll' engagc irr sirrril.rl lcvieu' nr)(i
rrcr;Lrisitiorr Irr'(,gr':rrs irr tlrt' {irturt..

. PI-A
lh(. l'l-,\ ll()\l)it l \!\l(.!rr i\ adririn-

irtIrctl br tlrt' I't.-.\'s [)cl)ilrtnrcnt r)l
l,ogistirs. _l hc :rrr!\ olx'r:llcs neall\
:i0o lr)spilal\ tt:rti()ui!i(lc, ils wcll ils
lilrl urt'dical r ollcgcs, c;r< h ol' l hit h
is afliliated lvirh rrr() ol rhre('lca(ll-

China's Health Care Network
irg hr)spilals. The l'l-A s)stcrr rs

lcsponsible lirr plovirlirrg hcalth ser-
vi(cs Ii)r'the nrot-c thau lJ ruillion Pl,A
sol<licrs an<l tlrcil ltrrrilics. lrr addi-
li(,rt, rrarv Pl--{ httspitals lrcirl I'ec-

llatirrg tirilian I)ali(rlls l() (llrrr cxlra

I he nrilitan hrrspit:rls ar c pt irnarilt
Iirrrrlt<l b1 thc I'1.1. an(l lcrt(l l() be
lh( lxst cquipl)c(1. l l t I r r i 

1 
r r r r t' r r t Prrr-

rhascs ar<' firtanr t'tl thlr,rrglt l'[-A
lirl(ls, ir(lepen(l('nt r t'r't rrrrcs, arrcl
Lr;rtrs lirrtn ltxal b:rttks. 'lhe' ['l,A
tcil.llirg ll()slritals irr (irrartguhott,
Slrarglrai. (:h{)!lg(lilg. iur(l Xiiln car n
sigrilirallt rc|crrlc l-!r)rl r iriliarr Plr-
tirnl li,es. Like thc u()l'll s\'\tcnr. thc
l'l.A prrxrrrcnrcnt srstr.rr h.rs rlcrel-
oyxrl ir balancc l)rt$c('n (cnllillircd.
rrxrlrlirratcd I)!r-('hirs(,s (l:rIgr'lr or-
grrrrizrrl tlrrorrglr :rrr .rnrrr:rl tr;rriyr-
nrt.rrt cxhihitiorr in llcijirrg) .rrrd rlc-
r crrtlalizcd. lrospit.rl-irritiatccl
I)t'(x llt(,tn('nl.

. lndustridl mi stries and the
prouinces

'lht lrospitirl svstcrns rrrr<lcr the
jrrrisrlictiorr ol tll( viuirlus inrhrstrial
rrrirristr'ics (su(h:rs lhc rrrirristries ol
railrvats, nrarhirtt btril<lirrg arrtl elt'c-
trorrits, arr<l pctr()l('ur ) ;rrc l)lsi.alh'
(l( \iriDcrl ri' .er'\e rhc \()r kcr \ ill rllclr
orrrr irrrlrrstries. Sorrrt' ol tht' ltospitals
irr tlrese svslenrs ax' t'st;rl>lislrt'd bt
irrrlir irlual cnrelpliscs. lnrlxrrts ol
nr<.<lir'al cquiprtrt ut alc gctrcr'allr
lirrrrlctl bl the plr-cut cltclpr-ist' or
tlrc svslcr s sr.rl)r'r'\'ising rrillist11.
altlrorrglr hospital-ilit ia(( {l pr()duct
rcr orrrrrt rtrlattolt lrttrl lrtr.rtrt ttrg t.
gr'<rwirrg. Irrtlrrstrial hoslritals arr also
st'r'ing an increasirrg nurnb('! ()l'
orrtsirlt'. lcc-paling l)lrti(,nls, and the
rr'srrllirrg incretse irt ttt'<ttut'<an be
cxl)r'(led to continlrc l() s1>rrr inde-
pcrrdcnt purchascs rr{ crltriprrrcrrt.

Irr additiorr to Ihcsc spccialized
hrrspital rrrnvrrrks. tlrorrsalrls ol- hos-
pitals arc adntinistt r t'tl lrr llrrrr inr ial.
rrrrrniciPal, and cr)unt\ 8r,t( rnnrrnls-
llr arr<l large lh('sc h{r\l)ilals arc
cxlxttr'(l lo (',\(r tlrir' 'rlxr.rtrrrg
( r,\ts. irltlr,llgll llrr'\ .rl\r' r(\'r'ire
lirrarrr'ial support Irrrrrr tlrcir- gortrrr-
irrg:lrthoritics. Wllilr. llr('\ :uc nr()r'('
()I ltss licc t() inili:rtc l)r'(xurcrrcrll
projccts tlrrough in-lrorrsc ol bank
Irrr.rrrr irrg, tlrcse l'.rr rlitir's rrrrrrt olrtain
llr' ;rIrl)r'o\al ol tlrcir XorcI'ltittg
lrorlit's.

Lllr I ['rrrll)le
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nranv. arrd.fapan har'c at'corrnted f<rr
abotrt U0 percent ()l all srrch sales.
l hc rcnlairring 20 percerrt ()l (lhinese
ordcrs have gone prirrtipally to
France. lhe t)nited Kingdorn. Italy,
and Oarrada.

While lhe m:r.jor plavers in the
Dlarkct haIe renraiDe(l lh( saDle,
tlrtir rt'lative nrarkel sharcs harc
changr<l drarnaticallv. ln l1)85. the
[] itr(l States had a I7.!r pt.r'< ent
share oI the (]hina nrarkct an(l gt'(,ss
salt.s ol ${2 rnillion. By I{)1) I , rlrc tlS
shart- had gr()wn l() :il.{) l)cr(t:nt,
tvilh $ 107 rnillion in sales (rer t'halt).
'l'hc (icrman share also irrcleased
rluring tlris periorl, whik .lagrarr's
earh' donrination ol tht. nrarkct
er'o<lt'rl slrirrpll. Bet\recn l1)tt5-0I,
l:rp.rrrcrc r'xportr ol rrrr'rlir.rl cr;rrip-
nrctlt lrunlnlete(l fr()rn (i0 I)eICent t()
34 Pclccnt ()[ t(,lal sales to Ohina,
whilc grrrss sales of.lapant.sc rrrt'<lic:rl
cquil)nrcnt lt'll frrxrr $l4ir rrilliorr to
$llir rrrillion.

.Jirl)ltl's sli(lc fr()o) tllc cill l! I 1)tl0s.
ivh( n its rncdical equipnlcnt c(,rrpa-
rrit.s w<'re <lrrick to nrarkct rri<ldle- to
low-crrrl lrlo<lucts such as x-ray and
trltrasorrrr<l (]quiprnenl ill v(.ry (()nl-

Itetilivc pIi(cs, slenrs lat-gcly Ii1)rn the
Iirilrrle ol .lapanesc conrpanies to
providc irr-r'orrntr't' tr.chttical strp-
p()r't. lvlrilc these 6r'rns hin'e tricrl to
rcguin nrarket slrare-rr'itlr s()lle suc-
ct ss in a lt't areas-gclrt'tal rr'arirtess
on thr' (lhinese si(lc :rl)()ul l)eitlg
overtlt'pt'ndent on .lapant,sr. plod-
u( ls hirs lriD(lere(l lheir cll()rts.

[JS srrgrpliers, on thc othcl hand,
harc rrratle a serious conrnritnrent trr
devekrlr arrd sustain ir sn(rrg nlilrkcl
basc in (lhina. For exanrplc. Acusorr
(ior1r.. a leading supplier ol ultra-
sotrrr<l cquipnrenl, and Spacc Lahs,
lnc., nrakcr' ()f patient nrorritoring
systcnrs, o[ir the scrvi(cs r)f:ln
ittrlcpcrrdcnt represcntirtivc, LIS-
(ihirra Irrdustrial Exchangt', Inc.
(t's(ll[-). Io supplv traint-tl sak's antl
scr\'icc lx'l-s()rnel, sparc palts irrven-
t()l ics, iln(l liaison officcs thlorrglrout
the (()rlrlI\'.

(it'nclallv speaking. rrrajor IrS sup-
plicls s<,ek to exl)()r'l "(utlirK-c(lge"
te< lrrrrrkrgics, lhen llilnsli'! thcn) a
li'w ycals latcr, cithcl thlorrgh salcs
ol serrri-krro< ktlorvn (SKl)) kits or by
inr'csting il a joint r'trrtulc. Strclr
irrvcstnrerrts gcnerallr Iirttrs orr tlre
lllorlrrcliorr of lowc t-t cc ltnologY
prtxluct lines in (ihirra to trrrrple-
rncnl rlirect sales ol lrigh-t<.t hrrokrgr'
iterrrs. Although dutics ()n inrported
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inptrts are assessed at the sanle level
as lhose levied ()n imported finishcd
prtxluttr. .i()iDt-venture production
(':rr still l)e chcaper because thcre rs

no irdtlitional lax on the value-ad<letl
p()rti()n of pr()duction.

A nunrber of US companies. suclr
as (ieneral Electric Co.. Hewlctt-
l'ar kard (1o., .ln(l ADalogic L)evi( es.
havc generated lucrative sales by
irrvestilg irr Ohina's medical c<;uip-
tnent se(-lor. Oeneral f,lectri<. which
sclls N{RI, (;T, X-ra}.., and ultrasound
e(llliprrent, reccntly estlblished a

_joinr vt.nture $ith i\r()PH and the
Ministry ol Aeronautics t() ass{rnlble
irrrported (lT unirs. an(l plirns t(,
ctenturlly detel(,p l()cal pr'()du(ti()n
rapabilities of the equiprrrent (.rzc

box). l,ikc other firreign supl>licls,
lhc cornplrty ttraintains invenl()ries ()l'
sllare parts in (lhina f<rr its prodtrcts,
irli tlcll as x network ()f [ir( t()ry-
traine(l l(x nl selti(e pers()nnel.

llewlett-lla.kard Co. recentlt' be-
gart prrxlr( ing patient rD()rlitr)rillg
e(lllil)rrenl Jl irs QingdJo Zltrrrrgltui
I\ledi(al Prodrrcts joint venture. 'nrc
!crrltlrc rls(, Plans lo pr'()du(e Hl)
ultras()rrn(l utrits, which curr-('ntlr'
nrusl be inrp()rle(l into (lhina. Hl'. a
\( l):r':rtr Il(ulctI-Put'kald C,'. joirrt
venlur-e thal assembles s< icrrtifir
plrrtlrrt ts for sale it1 (llrina, ills()
pt'ovidcs salcs arrd ir[ter-sales supp(,r'l
[irl all the pillent c()npaly s nn]dical
l)r()(ltt(ls. B,v rharrrreling su(h ser-
lices thr'ough (lhina-HP the L'S

PitIClrt rr()l ottll' gives its (lhitrt'sc
(lrsl()rler\ rupp()rl rnd scrvice. htrt
:tl\() th( assuratlCe lhat tlte c(,lltplln\'
is irr (llrirra li)r'the l()ng run.

i\ttaLrgi< l)t'r iccs. a R()sl()tr-based
(()rrlx)llctll designcr alrd lnxnuf it( -
Iur( r. lrirs lorrrrrrl a cor,Per':rtirr.joirrt
v('utlr'(,in Shcnztren with the Kcjiarr
(irrp. to rlcvclop. rlanrrlir<-ttrle, tn<l
scll MRI ('(llripment, ultras()un(l
s('atltl('r-s, an<l li'tal-nronilol'ing pr()rl-
u( ts-alrr(,ng tlle tit()st soplr ist icilt e(l
ntr<lit'al t tlrripnrerrt being pr(x[l(c(l
(k,rrcst ic:rll\'.

Penetroting the marhet
Rcgarrlless ()l \rhether lhcir l)t()(l-

lr( ls ilr'(' lssellrl)le(l irr (ihina. Iirrcign
(()tllPanics Dtusl (lenl()nslratc it ('()tll-
nrilrn('nt r(, Illeir pr()du( ts an(l t() the
Provisiorr oI alier-sales supp()r'1. (ilri-
nt.se hosl>itirls generally expe( t to us('
:r I)i(('c ()l' irtlpr)tle(l equipr (,nt l:tI
krrrgcl than is (ust()nlary in the West.
rttaking the availabilitv of techniral
sul.rport and spare pans cspetially

Chinese hospitals
generuw expect to
use a piece ol
imporld
equipment lar
longer than is
cuslomary in the
West, making lhe
availabilily ot
lechnical support
and spare parls
especiarry ctiaicat.

developments. In the early 1980s,
Chinese hospitals learned the hard
way that their inrp()rted e<luipment
could become (,bsolere wilhin a few
years. In some (ases, there was no
way to upgrade a particular model,
and the hospitals had to buy a
completely new piece of equipment
in order to obtain the newer technol-
ogies. Chinese hospitals therefore
now look to f<rreign vendors whose
CT, ultrasound. x-ray, and electro-
diagnostic equipment can be up-
graded with the installation of new
software-

LIS conrpanies looking to expand
their China-related a(tivities in the
medical equipment se(l(rr sh()uld do
well if they cater to these types of
needs. The se<'tor also offers o(her
benefits. Prole( ting patents and
avoiding turlicerrsed lrrorlrrction-
which are nrajor con<'erns of some
US crrmparrit's opt'rating in China-
are not a nrirjor worry in the nredical
technology fielcl. The fasr pace ar
rrhich ne*, technologies be<ome ob-
solete ancl the fact that many of the
technological advances in nredical
instrumentati()n are software-gener-
ated make it unlikelv that current

Selected Chinese Medical Equipment
ImporXs, 1991

Product
Value

($ millions)
l\tedicll/surgical/1'eleriDary insl ruurents
()ther rnedital apparatus hascd on x-ra1,
Patient monitors
( irnrputed t()rrx)grirphy sranners ((11')

l'arts Ii)r' x-rlv ntitchincs
I lltlasonic diagD()stic et;uipmetrt
Optical f:iber errd()sc()pcs
Oertt lilirges
Other radiological e<lrripnrent
l.lt'< troni< instrunrents lirr phvsical t hernital analysis
!le< hanical instrrrnlents Iirr llhvsical chenric:rl analysis
I'lrlsir al therapv equiprnenr
[)errtal instruments and appliances
X-ray tubes and intensifiers
Anesrhetic apparatus and instrutrlents
Nu< lear magnetic res()nan(e inraging apparatus (MRI)
Bleathing appliances
l,aboratory hygienic pharauraceutical glassware
Artifi cial dialysis apparatus
Biokrgical microscopes
Medical laboratory sterilizers
()rthopedic appliances

3 3.8

?0. (i

t1)..t
I r.j.7

I 5..1

| {.2
1 .1.0

t 3.u
I 2.3
ll.7

t- -ll
(i.ri
{i.:l
.ir.lt

ir. I
.1..t

2.1
2.0
t.3
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critital. ln most pr()duct areas, savvy
suppliers provide in-rountry enduser
traitting specialists anrl irrr orr-goirrg
edu<ational progranr t() b(x)st (us-
tonrer lovalty'.

A prrti(ularh sensitive aspect lirr
(lhina's rnedical e<luipnrent purchas-
ers is how easily prodtrtt lint's <an be
upgraded with new techn()l()gi( itl
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Scanning thz Medical Market

Domesti,c
producers
don't have the
technology
to manulacture
CIs,

lr{ang: The m(}sl inrP()rlanl lrctols
vary f(rr difltreirt buyers in Ohina.
!i)r (:'f scannels, a lrospital prtrcltas-
ing one frrr the lirst tirnc is l<xrking
lirr a krw-cost rnrrlel. l'.a< ilitics that
alread_v have the basic cqttiprttent,
such as teaching h<rspitals, irrc rrl()re
intcrested in the lalesl te(hnokrgy
arrd are nol as sorried alx)tlt ('()sl.

t.ipgradabilirl' also berollrt's a Iaclor
[i)[ these buyers.

1'hroughout the nrarket, service oI
rhe equipmerrt is t large toncerrt.
Much of GE's suc<'ess thtrs litr is due
t() our reputatiorr lirr providing
servite. This has been a slr()ng selling
p,rirrt [,rr us atrd wt' plart trr rapitalize
on it by offering even greater levels
()f equipment service lo b(x)st cus-
tonrer- satisfaction.

CBR: ( j/- l lu ?: d uide nngt ol
ndirul ltrolucls- llht rlitl tou thuxt to
n n fulut? (:'f ?q iP,tt l in Ohina?

Wang: A ( ()rnputcd totnogruphy
sr urrrrcr is :r soPlri:.rir atr'rl {lrlgrr"\li(
lo()l: l r'()tatillg x-rar'Itra<hittc tak<s

I)i( rur c\ ()l a retlirring patit'rrt. aud a

r,,rrl)ut( r Ilrcrr :.rrrtItt'rtztr tlrr' pir'-
Iur'(.\ to l)r'(xhr(e a lJ-tlintcttsiottal
irrragt. ol the bodr. Bet'atrst thet'
r'lit t tirclr (lcte( t :t \aricl\ ()l ill-
rrcsses. (ll's arc sorely lee(lc(l l)! thc
(lhirr<'st' health care slstcnr, l)tll
rkrnrcstic prrxlutels d()n't havc the
lcchrrrLrgy lo nranufat'nrle t lrt'rrr.
()rrl ioirrt vcrrtrrr-e is intpoltitrg
krrx kdorvn kits ol arr existing nrrxlcl
arrtl asscnrbling tlrenr f<rt sale lotallv.

(hcr lhc rcxl threc vears. rc will
gr.r<lrtallr Lx ulizr' prrxhrrti.lr hf irr-
t or por al irrg nrore arrd rrrore (lhirres<-
rna<lt' r'onrponcrrts. \{t r esearcht'rl
tlrc srrppll situation and irrc corrlracl-
ing *'ith (ihinese s()urces tha( Ircct
<rtrr r;uality and lechnologl stanrl-
ards. Whcn rrc('essary, we've worked
rritlr tlrr rr.rrrl,rls trr lrrirrg tlrcir
<;rrality uP to acceptable lcvcls.

Altlxrugh the g()verrlnlcrll ( trr-
Ierrtlv rrraintairrs control ovcr (i'I
salcs tlrrorrgh rluotas, wc bclievc
<k'rrrirrrd rr ill corrtintre to int r t ltsc ltl a

r api<l par e.

CBR: l/ozr, fias (;l: Ilangl,?i liapl?l k)

lh( i?e tlelizdio,t of dislrihuliort anl
lut(h \t t! ,tl n*ltral q illtt.nl t

Ohina?

Wang: O'l pttrt hasing ltils Il()l yct
lrrcrr rlt,r'cntralize<l, btrt we are 1>r'c-

l)lrIing li)r lhat lirre by establishilrg ir

l<r;rl senicr.arrd seles lelwork. ()rrt
rrrain torrtern right not is ntattuIat-
tulirrg, l>ut we will open our first
br-anrh oflitc tlris lear in Shcrtyang.

CBR: Mrat sofl of k.hni.al lraiiing
and eduttttioi ptogftrms oes GE ofier lo
Chinese prrchasers of ib cdi.al ?quip-
ment?

\dang: (il) provi<les pt c-installation
rrainirrg arrd ser-r'icc srrpport. post-
installatiorr applir atiorr tr:rirring, irnd
senice errgint.r rirrg tt airtirtg. \Ve also
spo!rsor nalli()tlal nnd ir)le! !rational
teclrnical exr hang<' s<'rrrirurrs.

CBR: ,lfnrrt nrtal-lr/t ore corrcnvl lhat
derenlralizalion uill tsull irt un
it!41.?it -tlsl?rn in uthirh tt snall lrrre
oJ the popul tion ounutilizes heallh
vn'trtt uhtlt thc ltttlh tl tfu lnpululton
ir undtrtcn'*l. l h l tltour p?ttpilit'
oI lh? d?14,lopmcnl ol (:hitut'.\ htullh (ar.
s\.rtem and lh? i tpu.l oJ dceenlraliza-
liott?

Wang: As lar as tlrr'(l'l nrilrket is

con<'errred. thc biggest problenr right
rrorr ir lark rrl gcrrcr.rl .natl.rlrilitr.
Although rl(,st largc nrrl ropolitan
areas n()!! halc lrospitals tlrat are
equippe<i raitlr (:ls (.rn(l tltese hospi-
tals generally servc a bnrad cross
secti()n ()l rhe I)()l)ulali{)n and do not
linrit theil st'rvi(cs to a sele< t few),
many srDaller cities d() n()t yct have
the equipnrent. I believe that if the
e<luipurent wcre sold to smaller
rowns, it would significantly elevate
the standard o[ healthcare to the
general publie.

CBRz Where do you see the medical
equipmcnl marhet headirtg in lhe nexl

teu years? What aft Cl:'s plau lor the

fulure?

Wang: Thc rrte dir al equipnrent mar-
ket has lrt'cr gl.wirrg in llle past few

_vears and thal gr()wlh uill rrrtttinue.
l{'e will be l<xrking to ploduce other
diagnostic equipnrcnl. such as mag-
netic rcsonante imagers (M Rl).
which usc a nragneli( field instead of
X-rays to pr'o<iucr an intlge o{ the
body. Right now our lirtus is on CT
prodtrtirrn att<l lt srtrrx'tlt trirnsitir,n
to localized prrxlrrction, but we are
keeping a close eye ()n thc nlarkel.
We are poised to grow with its
devel()pnrcnt by nrunrrfacturing in
China worlcl-class. current-lechnol-
ogy products al leasonable prit'es.
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l^re (hcn plan trr o1x'tt lll oltircs
th()ugll()rrt China ovel lhc rrcrt llvrr

)(ilr\. l', Pr1'vide slll,lxrt't ittlrl rtrJitr-
t< rr:rrrtc serri,r'r Iirr .rrI' pr,,rlrtrls.

CBRi W'hal aft lh? nosl inforkt l
lirlors lo .otsidcr irt marheling nerliutl
?quipmenl it Ohina? Are lhe lturrhascrs
mo\l (o cenzd dbottl Prie, l?!?l ol
l?(hnolon, dcol.r sltpporl, or son? othcr

Jatutr?
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l S+t? cr l99 l ()E Hangrti, t $5-
miLlion itint te ure c.stablished ht the
Oentn l.lcrlrir (h. ((;t:), lhc Minislt)
ol l\lli( Ilutlth, and lfu Mirtittrl of
At :Pu| lndu n, tugu pnlruing
tottlulcl tolnogreph"t (OT) ranners lir
thr (:ht, t tNtrk t tt.\ llptjnq l (iltlt.
tls\i-\kitl tlibr .4nn Anelh lltn'l.,iltohr
uilh l)at'rl l\it g, (hairn n n d g( -

crul nunagtr ol OE Hergtu?i, horl lhp
r4,r urc \ ttp?tation\ tnd tktrktt slr t-
cgt.
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Along wilh
disposaDle
producls, atler-
sales support and
"second-slage"
markethg
programs should
pvove to be grcwlh
areas tor loreign
companies.

Chinese manufacturing facilities can
copy and market the latest medical
technologies.

A greater barrier to the rnarket is

the limited range of prrducts China
is willing to import. To date, the
Chinese health care system has been
reluctant to purchase products such
as specialized chenrical rragenrs,
one-time use surgical products, and
disposable syringes and catheters.
These products have generally been
regarded as luxuries, while "dura-
ble" equipment or instruments have
been perceived as wiser expendi-
tures. However, educational pro-
gratns of international organizations
such as UNI(jt.F, coupled with
greater exposure to Western medical
practices, are beginning t() foster
more widespread awareness of thc
hygienic necessity of using these
items as disposable syringes. Foreign
suppliers of these kinds of products
arejust beginning to set up sales and
support networks in China to capture
this emerging market, which could
soon generate millions of dollars in
sales.

Loohing ahead
The 1990s should prove to be

another decade of rapid develop-
ment for China's health care system,
which likely will mean greater de-
mand for a broader range of foreign
medical technologies. The vast size of
the health care system will help

ensure that the primary market for
high-end inrported medical technol-
ogy remains viable for the foresee-
able future. As decentralization con-
tinues and hospitals in remote
regions gain greater access to im-
ported equipment, more sales oppor-
tunities across a broad range of
medical technologres can be ex-
pected.

[-ack of access to foreign ex-
change, long a constraint on medical
equipment purchases, should be-
come less of a problem as the variery
of funding mechanisms open to
Chinese hospitals increases the avail-
ability of foreign currency. Medical
equipment imports, which are gener-
ally perceived by Beijing as necessary
to improve overall health care,
should also be immune to centrally
imposed austerity measures, if an-
other import squeeze is initiated.

Decentralization, however, will
continue to present a great challenge
to suppliers to provide reliable, well-
trained service and technical support
throughout China. Along with dis-
posable products and other new
technologies, after-sales support and
"second-stage" marketing (i.e., as-
sembly and investment in China)
programs should prove to be growth
areas for foreign medical equipment
( ()mpanies. Provided US companies
are willing to address the price and
support needs of the market, there
seems to be nothing on the horizon

either fi-onr a health care perspective
or a foreign trade perspective to stop
therrr fr()ol errjoying prolitable oper-
ations in China. i
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Looking for a
China co on?nnectl

I can find marliets lbr your products,

lfijate potcnlial JV paflncni an(Vor

in-counlry rcps/distribulors.
I will also hclp you negotiate conlracts

and will provide intcrpreting services.
. Thiny years experience in China

and lhe Far Easr
. Cradualc ol Statc Dcparlmenl

Chinese Language Schml

'Maslers De8rcc in Chincsc
. Former lBlvl nurkeling reprcsentative

Pul my experience to work
for youl Call or write:

Charles Stubin
Chinese Msrketing.

Negoaiating ard Inlerpreting
7928 I'reehollo* Dr.

l-alls Church, VA 220,l.2
( 70-1 ) 560.5 I 95 . Far | 17031 641-5472
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Shangri-La's

Summer in China.

A Vann Welcome with Great Value.

lirorn now untrl Augusr 31. 1992. Shangri-t-l ollcrs

you a rvarm wclconre u'irlr lcgt'nciary

hospitality at special sctrsonal ratcs *

ln l)eiling. Shangri-la's China World Hotel lrom US$I20.

rhc Shangri-t-a Hotel frrm US$95 and tht Traders Ilotcl

lronr US$75 are cxceprionalll ltrractivc

ln Shanghar ancl Hang:hou. the Portman Shangri-ta

arrd the Shangri-l-a Hot€I. Hangzhou. are

cspt'cialll rnvitrng at US$83 and US$76 rt'spcervcll'

Call nos to book and expencncc thc

sarmth ol Shangri-La in China rhrs summcrl

'Ih.s. promormn.l rar.s.rr p.r n'8hr. .'ntk o. doublc oclup.ncy
(efttPr hnm.. shangrl,). .nd rncludc a complim.ntary & y ncu:prpcr

lar. .hcr!.out rnd oth.r stras All ril.s irc subFct to .lBrbbrlity .nd
subj.cr ro ch.n8. uthour prior tlofic.

-J
SHANCRI-LA

BALI . EANCKOK . tsEUINC. FUI . HANCZHOU . HONC KONC. KOTA KINAIIALU
KUALA LUMPUR . MANITA . PENANC . SHANCHAI . SHENZHEN . SINCAPORE

tor rescrvations and infomation, pleasc call USA & Canada (l-800) 942 5050 o. you. travcl agent
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FOGUS

A Prescription for Success

.Fl lrirra has a <lcsene<llr high

I 
I ,"p,,tnti,,,t ,r,t,r,tg rlevel.p-

lf 1 ing t'r,rrrrtlies for proricling
\-rt qualiry lre:rlth r are. During

rhe Seventh Five-Year Plan (FYP,

l0tt0-90) and again in the Eighth
( l99l-95), increase<l funding was
allocated for heahh c;rre infrastruc-
ture and devekrpnrent. f)uring the
8th FYP, China hopes to boost
production in the medical industry
hy 8.5 percent unnrralll: domestit
sales are scheduled to increase by 7

percent Per year. exports by 6.5
percent, and output of clrugs by 3.5
perrent, annually. F()r the enlire
l99l-2000 period, Y26 billion has
been allocated by central authorities
f()r.investment in capital construc-
tion and technical upgrading in this

Pharmaceuticals, which account
for roughly 50 percent of all current
and planned health-care expendi-
tures, constitute the largest single
share of medical spending. Over Y23
million worth of pharmaceutical
products were produced in 1990, a
l3 percent increase over 1989 levels.
On average, pharnraceutical produc-
tion has increased 5-6 percent each
year during the past 6ve years.

While domestic production of
most pharmaceut icals-which in-
clude antibi()tics, analgesics, cardio-
vascular and other medicines-is
generally sufficienl to meet demand,
the level of tcchnolrgy used in
production still lags some l0 or more
years behind the latest Western devel-
opments. Like other developing
countries, China has f<rcused on the
production of an(ibi()lics and basic
nredicines used to treat acute ()r
endemic diseases. Products such as

anti-cancer drugs, sonre ofwhich rely
on bio-technology or other recent

Products that rcly
on bio-technology
or othet recent
research
technigues must
be imported.

Mitzi Suarlson is an atalysl al Medicol
Chitw, a Hong Kotg-based cornpon!

Pro idifug research atd coruultant s*-
uices on l,he Chinese heallh-carc marhet.
Medical China rccenllJ compLeted a

ryndiruted pporl called The Market for
Antibiotic Drugs in China.

markets-

ships with Chinese rrrunlerparts rn
order to slake their share of the
potentially lucrative Chinese market.

Emp hasizin g antibiotic s

In tlre early part of the century,
China was aptly named the "sick man
of Asia" because low health-care
standards and a high population
density left much of the population
easily susceptible to infectious dis-
ease. To cure this pr()blem China
increased production of-and de-
pendence on-antibiotics (saa Tfu
CBR, November-December 1987, p.
35). Now. even the mildest cold is

treated with antibiotics to stave off
potential respiratory infections.

According to the State Pharma-
ceutical Administration (SPA), antibi-
otics currently constitute about l5
percent-the largest share-of total
pharmaceutical production in China.
While some temporary shortages of
certain antibiotics may exist, China's
overall supply of most common
antibiotics now appears sufficient,
thanks to national and provincial
efforts cluring the ?th FYP to expand
antibiotics production facilities. The
Shanghai No. 3 Factory, for example,
added a large plant exrension in 1990
to increase production, and now
ranks as the country's leading antibi-
otics maker. Other factories wcre
also enlarged and their machinery
upgraded to boost antibiotics pro-
duction.

Despite impressive growth in over-
all production of antibiotics, China
still cannot make the newest drugs.
For instance, third and fourth-gen-
eration cephalosporins and the latest
penicillins, which are used to treat a

wide range of infections with a

minimum of side effects, must be
imported, though tougher import

Foreign producers of antibiotics and other drugs face big
and tough competition

Mitzi Swanson
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research techniques, must be im-
ported because the advanced meth-
ods required for their production do
not yet exist in China.

Both doctors and patients in China
tend to view foreign-made pharma-
ceuticals as being of higher quality
and efficacy than domestic variants.
Therefore, imported drugs, though
typically at least double the price of
locally made alternatives, are pre-
ferred by many Chinese even if
cheaper domestic brands are avail-
able. Accordingly, foreign drug com-
panies have been paying close atten-
tion to China's pharmaceuticals
sector. By all indications, their pros-
pects are good: knowledgeable doc-
tors, increasing levels of disposable
income, and an industry sector with
great market potential but outdated
equipment make the pharmaceutical
industry receptive to foreign trade
and investment. lndeed, a growing
number of pharmaceutical produc-
ers are establishing business relation-
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reslric(ions are likely t() be pur in
place by 1995 in order to enc()urage
donrestic production of both kinds of
drugs. In all likelihrxrd. hou'ever,
rhrntrstit' prrrdur tiorr r apability is
unlikely to catch up t() rhe latest
Western aclvances aov tinre s(x)n.

l)cspite China's relian(e (nr nany
kirr<l:i of imported pharnra< cuticals,
ccnlral golernnrcrrl c()ntr{)l ()\'er im-

I)r,r't li('else\ e[[r.r tirr.ll lurrits
plrarnraceuti<al irnp(,rls. (:rrrlently.
alnx)st all pharnla(errti.itl pr()ducts
nrust br inrported lhrr\rgh tlre Medi-
(al and Health I'rodrrtts Irnltort/
lixPort (iorp. (It!-tll:(;()). rtich falls
rrnder lhe auspi('cs r)l the SPA.
IlllHt.(:() irpproral is hascd (}n
\\'h( thcr donrestt' allcrrrativcs are
lvailable in sufitierrt quantitit.s to
nleet (lcnrand. :rn(l whcthcr the inr-
p()rle(l drug is to be trsr.rl t() lreal a

1>rioritv disease in (lhirra. '[ ]rese
rritcria, in additior t() qurli$, nd
lcli;rbilitv standartls rhar nls() tnusl be
nret, :lppll to botb firrishcrl rnrl bulk
l)rel)alati(rrs. Appl()r t'tl inll)()t'ts are
irss('ssed a :10-pcr(ent (hltv up(rr
ent|t'l() lhe (()r.l!ltrJ. IrDp()rls ()l r-aw
rlirtr't'i:rl\ to he ust.<l irr Plrirr rrrar'euli-
c l pr(xluction gcne!ally Iall under
thc .iurisdicti()n oI t]re Ministry of
(iht'nrital Intlustry. and thcrelirre are
subie( t t() other irnl)r)rt require-
nlcnts.

Selling foreign drugs
l)cspitc Beijing's irrternpts l(, in-

(rcnse ieliance on dornt'stically pro-
du(ed filedici[es. a rr:r:etrt study by
[{rrng Kong-baserl Mc<lir al China
reveals (hat foreigrrers will probably
c()rrtinue to play a key role in borh the
anlibi()ti(s market and the ()verall
pharnraceuticals se(t(r'. l-lre sludy,
which inr:luded interviews with doc-
t()rs :lr(l I)llarrna('ists lrrrrrr I I-r() hl)spi-
tals throughout (ihinir, f()ruld that
tirosl care givers denl(rl:ilrated exten-
sive knowledge ol the tvpes of
anlibi()ti(s av;rilable in thc \{'est. and
ncrc cager t() inlr(xhtce lheDt k)
( llr ina.

'lhe intcrliews rt'r'cale<l rhat r^,hile
quality and eli(a(y are the chief
fa< tors guiding a d()(-t()t''s choi.e of
which drugs t() prescribc, the cost t()
the patient is also an inrportant
('(,nsirleral iol. Chincrr.health care is

not, as is widely belicved, freel only a
Drin()rity ()f the populati(nr-m()stly
urban residents-have free or subsi-
dizt'tl health care (r?p p. 32). "Ihe rest
either pay for their ()wn health care

Phanmaceuticals
constitrrte the
largest single
share ol health
caTe spending in
China.

or use hcalth care co()peratives,
whitlr <lo not nornralll, <'over drug
cosls. In rural areas. rvhere <lispos-
able irrcornt'is lower and tradittrnal
(lhincse rnedicine nl()re c()innr()n.
palienls are rnore likclt'l() !-equest
Oltittt st' Prcparrtir)n\ ns lltc lilrt line
of rlcfcnsc against illness.

Nlost Iirreign pharnracculical com-
panits havt, thus f(,cuse(l lh(.i! nrar-
kcting eflirrts on the <ities, r.rhere
rising in(()rnes and greatel patient
ar!irrcncss ol the effir'acy ol lirreign
drugs (an be translated into greater
srles. (llrinese hospitals oftcn seck to
sttr k irrrpolted dru6ls-rvtrir. h c arr be
sold irt a higher prr)fil t() palients-as
krng as their costs are nor prohibi-
tive. While some f<rreign (lrug tnanu-
fat'turers have chosen to produce
kxally in order to keep thcir prod-
u(ts (()rnpetitivel) priced, nlatrv (nh-

ers are concentrattng on exporting
their foreign-made antibiotics to a
highly targeted audience in urban
areas,

Selling to etdusers
Linderstirnding China's pharnra-

ceuti(al distribution system is key ro
surcessfirlll nrarketing foreigr drugs
in (lhina. I)istribution is c()ntrolled
thr()ugh a three-tiered system man-
ageci by the Ohina National (irrpora-
tion ol Medi< ine ((INCM). At the rop
of the ladder are national l,evel I
stations in Beijing, Shanghai, Shen-
yang. ()trangzhou, and Tianjin, which
allo< irte prtxfucts to l,evel 2 distribu-
t('[s it tlrc prrrrincial lerel. wlrrr in
turl sell t() [,evel 3 stari(ns within lhe
c()untv r,r'nllrnicipalit,v. At each Iet'el,
a State<k.tcrrrrined price rrr:rrk-rr1r is
irllowt'd.

LIntil the mid- l 980s, hospillls and
clini< s purchirsed all pharrna< euticals
at their l(x al [,e!el 3 stations. tlrough
thel orar now deal directly wirh
suppliels. Undcr decentrali/:tri(rr,
retail prir'cs for nrost products re-
nrain deternrined bv the State, but
fat'tories can st'll directly to cnclusers
and rcap greater profits by ad(ling ()n
the rnark-ups each distributi()n level
normally would add. While a fcw
indeprnder.t distribution networks

Ghina's Production of
Western Pharmaceuticals, 1 985-90.

1985 1986 1987 1988 1989 1990

'Convened ,rom yuaa using lnternational Monetary Fund p€riodic avorage
oxchango rales.

8oURCE: Chriaa Staf stics lnlormation Consultan *rytu:e Center
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Connect with China
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The first joint venture air express company in China, we are committed to kceping our service the

bcst in China and around the world. Our network is the fastest and most reliable way of making
international deliveries.

As part of our commitment to our customers for dutiable packages, all DHL offices provide

shipment, tracing and tracking facilities, a convenient single all-inclusive invoice, and the fastest

customs clearancc and delivery at destination.
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c()uld enrerge as ()lher nlitristries aId
( rlIPr,r'xti()ns seek t0 bc(onle itl-
v(,lved in this se(t()r, it is likely that
(:N(iM will rnaintain tight c()ntr(,
()ver drug distributiotr in orrler to
nrininrize the risks of drug abuse and
inrproper distribuli()u. In any casc,
lrl()st l()(al produrers preler to relv
(,rr thc traditi()nal (lisrribution svstern
in order to a\'()id trirnsport and
hureaucrati(' ()bsta( lcs

lioreign corupanit.s Is(, tend to usc
tlrc rlistrihutirlrr rct\rrrl, s se illl.i
uP ()ne's ()wD nelrv()rk requires a
ronsiderable nuntber ()[ staff. M;rny

.i()inl-venturc ((nnpanies, howelcr.
tt( nrpt t{r tlrrt kct rhcir'l)ltilttlr:r(eUli-

tals independenrly in ker'<ities, an<l
rcly on the ticrc(l systcnl to reach
{)thcr purchasers. l"ltose f()reign
<lrugs that ate (listril)ure(l by lhe
tr:l(liti(,nJl rrr'trrork ;rrr. rrailable irr
"ncw and spe<ial <lltrg st()lcs" al
lroth levels 2 an<l li. -l-hese 

stort.s
(()ntrol the rlistrilrtrtion oI linriretl,
cxlrcrtsive, ()l ()t herr! ise "special"
(lrrrgs. Tlrerc is rro Iixed price f()t'
inrportecl pharrlacerr t icals, thouglr
ittlet'rtrediate ltillk-ul)\ :lt ca('lt tict'
arc also Statc-( ()llt r ()llcd.

Targeting doclors
ll'hile hospitals aud pharnracics

still l)lace ttrc lrtrlk ol or-ders [irr
pharrnaceulicirls, (lhincse doctors
.rrc lx girrning t(, pl:r) :r l)ilJger rr)le il
(lclclrnining wlli(h (lnlgs will b('

Pharmaceuticals
are distributed
through a th?ee
tierd system
managd by the
China National
Corporction ol
Medicine (CNCM).

st(x ked. As h(rspititls alt' rrorr resporr-
siblt'Iirr their orlrr profits, thev have
a lar greater intercst in wlrat is sold
:rrrrl srrpplic<1. arrrl terrrl to gile
glcater weight l() d(,(l()rs' re(-()nl-
rrrcrrrlution: orr wlrir'lt phlrtnacctrti-
cals to otder. Altlrough preliouslv
thcr'< ould plest ril>r onlr' tlrose dnrgs
available in tht'it l(xill hospital's
plrarnrac,v, Chincst,rkx tor's nou have
grt'ater freedonr t() ptes(ribe llre
rlrrrgs of their' < lroir t'.

Mirrketing lirrcigrr rhrrgs clirectly
l. ) (l( x t.lls. t lrcrr. is r r itir irl if a lr rleigrr
( ()rrp:rnv wishcs to t'stablislr its procl-
ll(l\ r,\er tltosr ol lrx.rl ('r frrrtiglt
corttpctitors. (:hinr'sc (l(x t()rs arc
grrtt r'lrllv lcr'r,ptrrt l.' pllllrntit(clti-
t al salcspeople irrt r-rxlrrcing nt'rv
pr-rxlucts, arr<l srrch inlirrtnat ion
passcs quickly throtrgh tlre health
r'.rlt graper'ittc. Scvcl';rl ,rI t]rc lrlrysi-

ciittts tte intenie*cd, howerer, noted
th t nran\' f<rrt.igrr sales represel-
tatives havc I)alr()lliring artitudes,
which did little to rncourage the
<lx tols to trv rheir 1>r'odut ts.

foreign pharnrat crr r ical conrpa-
nics operating in (ihirra generally
adopt pronrotiorral proglarns similar
lr) lh()se used itl ()tl)cr'(()rrDtries, 1a.ilh

sontt ntodificatiorrs. In addition to
sales visits, thcir ellirlrs includc
scnrinars, distribrrtion of h-ee sarn-
ples, and other irrccltivcs f(r'do(t()t-s
at inlluential hospitals, llong r.r'ith
wi<k.sPreird a<lv(r'tising and distrib -
tir)rl (,f I)r'(n r,tii'tr.tl litctilnrr(.. .{ lcw
conrl>anies ercn slxrrrsor- Chilese
<Lrt tors paltitiputi()l in f()reign
rttt'<lical cottIc,t-ctt<r,s. S()nre ('(,tnl)a-
nics also nrakt'a point ol Iabelirrg
lheil pr'()ducts irr borh (lltinese antl
Lnglish; in this s:r\ thc) cln ln' t()
caslr in on tlre allrrrt, of \l'estcrn
plrxlutts rvlrile t,nsrrring r orret'l trs-
agc. 'flre ultitttate srrtcess ol'I sales

l)ilah trl:t! also <lc1>cnd on grxrd
cvidence ol'a pilrti('uliu <lrug's elli-
caly, such as scicrtlilit' arti('les and
lhc results ()l cliui( al triills.

l-ike nr()sl I)ltv\i(irtrs arorrnd the
rrorld, (lhincsr. (l{,( I()r-s give pt itnitrv
tottsirlcratiorr to .l lrrrti(ul:u drug \
tllicirL\ whel ton,ii<lclirrg rrhich ouc
l() l)t-cs(r'ibe. lVhilc \!t.stcrn docrors
arc ill)t t() thcn crrrrsi<lcl side efli'r ts
()r d(,sage requiicrtlc ts, lhe Clrinesc
ar'(. rl()re likcly to pla<c price and
l\':rilal)ility as tllcit' ncxl c()n(erns.
I lrcrelr,re, lirlcigrr rlrrrg r(,ntpautc\
srlkirrg to derr.l,rp prrrrlrrr t Lrraltr irr
(lhina rDust eDsrrr'(, lhat tlleir distrih-
lrtr)rs delivct- thcir l)t(xlucts to the
sitcs thtt have orrlt.rcrl tlreru or lhat
att'lx'ing talgetc<l lirr pr-orrrrtions. A
Irrspital t[rat IIt<;rr<'rrtl1' ('Dc()rrDtcrs
sttppll disrrrptirlns-a c()olnr()u
problern in Ohirra-*ill give rrlt
(,r'(lcr ilg the drrrg anrl will be a hald
st'll to sigrr up agaitr. Sonre joinr-
\'(,n I rtre c(n [)ilDies have establisht'd
tlrcir ()wn I:r< toly-to-hospital supltly
Dclrvorks to cotrntt'r' lhis ltloblenr,
bttt Iirreign salcsPcolllt, rlay also
avoi<l supplr' disluptiorrs bv forgirrg
gr xrtl relatiorrs rr it h lot al dist riburors.
()n((l il stahl(. srrPlrlr is csrablished,
sales will trsrrally IirlIrlr fast.

l.rx al faclorics, irr contrast, spcrrd
lit I lc ()n rna!-k('tilg, r't'lyirrg instead on
rhc tladitional (lisl Iil)ut i()n systcUt
arrrl assurning thill thc huge delland
Iirr antibiotics an<l orhel pharnra-
c( tlti( ill pr(xht(ts t\ill guarantec
sales. l hcir <lrrrgs urt'lal>t,lled onh by,

Ghina's Antibiotics Trade, 1985-91
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Beijing will no doubt keep its doors
open to investnrent in this sector,
especially in high-technology areas.

ln the shorter term, increased
flexibility in distribution should
boost both foreign investment and
sales by helping antibiolics factories,
which are generally located in the
n()rlhern regi()ns. sell more of their
products in the south. The rising
incomes and increasing sophistica-
tidr of patients in the coastal areas,
moreover, will almost certainly create
demand for the latest pharmaceutical
products. +,

Abbott International Ltd., a subsid-
iart ()f Abbort Laboratories
l.stablished a $.1-nrillion joinl ren-
tu!c with the Shanghai Mcrlirine
I rrdustrv Rcsear<h lnstitrrtc :rnrl
Ningllo Pharrna< euli( ill f'a(tot). Pr()-
<lrrction of <liagnostic rcagents bcgan
irr Novernber I ()11{}.

American Enterprise Inc.
t:srablished irr -,\rrgtrst 1989 thc
$ I ll.7- nr illiorr Sitto-Anretitan
Pharnlaceurical (ir. l,td. .joirrt vcn-
ture with Zht'jiang lian lai l'harnta-
( elrlicill (l(r. to Prtxlucc lin(-()nlvaill.

Capsugel, a strbsidiarv of Warner-
Lambert Co.
Regarr pr<xlrr<ing hnr(l gclilin (aP-
sult's in Jtrrtt l1)131) at Strzhrrrr
(i:rp.ugcl l.rl . .r Sll.Irrilli,'rr j,'irrt
vcnlure rvith (;hirlil I rltcrflati(,llirl
l)llar lxceutical (ix)l)('r':rti(,n (iorfr.

Fluor Daniel Inc.
Sigrrrrl a ((,rrtr':r('t lrrtll (]-tl[.(] itt
ScPtt.nrber l1)1)0 l() ul)gr ade lrharora-
( culic:rl plants in Shatrglrai an<l Zillo.
Sh;rnd(ng Provirrct.

HAQ Biomedical Inc.
!:stnblished a $1.7-rrrillion.jerint vcn-
rtrrt'in May l1){)0 with lhc Zhanjiang
Murricipal S(icntifi( (lotnnrittec l()

l)r(,(lu(e (liJgn(,slic kits using bkxrrl
I-ronr honeshot' crabs.

ICN Pharmaceuticals lnc.
.,\grccrl irr l!)ttl) to cstablish a $?5-
rrrilliorr .jrrirrt rcrrtrrrc r.ith (llritrrr

Natiorral l\l<rlir:rl (:()t'l). l() pr'(xlur('
rilrirvir in. an ilnIi-lr( [):rtilis (lIug.

lvax Corp.
Sigrrr.'d an agt'c( nr('nl in I\larclt 191)'.1

uith the Krrntrrirtg I'ltlt'ntacrrrt it al

lact()ry to establish the $8-million
Kunnrilg l!.lx l'h.r rrr rar'cut ical (l,r
l,rd., which rvill pro<luce six kinds of
Ivax-patentecl rllcdi('irtcs-

Merck & Co. Inc.
Li< enced the technolo8y- lo produ(e
Rccombivax H Il, thc conrpany's hcp-
atitis B !a.(ine, l() the Nati()nal
vaccinc an<l Scr rrnr lrrstilrrte and the
Shcrrzhrrr Biotcr lrrrolrrgv CorP rn
Iltarr h I991.

New Brunswick Scientific Inc.
Agreed in April l{llt9 t() eslabli!ih
!.N tlnited Biotcchrrokrgy [-irbora-
tl)r,- r,r'ith Easr (ihi|lir []nivetsitv ol'
( iht'rnit al 'ltr hrrokr;'r'. Shirrrghai, lo
rl< r'clr1r new c(luipnrcnt itnd pr(,(l-
u(ts li)r lhe ph;rrnrar errt icll indrrsttt'.

Pfizer International Inc.
[icgulr corrstlrrctiorr ol :r $it:-r-nrilli,rrr
jorrrt verr tu r c witlr tht' Duliatt
l'harmacuetical l actory in May l0!){)
l() produ(c antibioti<s and ()lher
nlcdi(tres.

Shanghai Squibb Pharmaceuticals
Ltd.
Spcnt $.1.0 rnillion in Augtrst l$90 t<r

cxpand its ruanrrfar tuling facilities.
Ilx Sino-[ S vcrrlrrrr' prodrr<'es anti-
l)ir)ti(s, \itanrin\, arrrl rrre<licirres f,rr
(lrdi()vascultr arr<l dcrmatological
rliseases.

SmirhKline Beecham Corp.
l-stablislre<l a $ l.il-nrillion joint retr-
t urt with liarrjil l'har-mace utical
Atlrrrirristr:rtion. \{rrh.rrr Urrirersitt.
al(l a [.uropcau lirrrr irr April 19!]l to
prrxltrr e I--ct stirrr'.

())mPiled b tht l'S-Ohina llu.sintss
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generic content nanle and the nanre
ol the manufar turer, so clomestic
producers are less able to market a

pr(,drrct that c:rrr bc easily distin-
guished fronr lh:lt,)[ lhcir cornpeli-
rors. Product lovally is geDerally built
on a particular faclory's reputation
[or quality, which can lake some tinre
to establish. Moreover. local manu-
facturers rarely larget doctors, pre-
ferring to c()ncentrate on the phar-
nracists and hospilal purchasing
tiepartnrents-the people who actu-
irlly sign the or(lers.

Tr ansfering forei gn te chnolo gy

Thou6Jh one go:rl ()f the 8th FYP is

t() become self-su(ficietrr in produc-
tion of all antibi()tics. nl()st Chincsc
planners are skepti(al lhis can bc
achieved by 199!r, wherr the plan is to
c()nclude. China will depencl on
(crlain inrport\-if ottlv to olrrain
the latest tct hnoLrgv-for many
veilrs lo conle. However, Beijing's
priority with sclf-sulliciency in the
pharnraceuticals se((()r opens the
(kx)r to investmerrt an(l technology
transIer in this sc(l()r.

In the short tcrnr, it is difficult trr

pledict just what tlpes of drugs
Ohina rvill target li,r f<rreign-invested
production. th()uglr the break-
thr()ugh on intellc( lual property p.o-
tecti()n earlier tlfis y<'ar \see'fhe CBR,
Mar'< h-April I lX)2, p.{}) should en-
c()rrrage Dl()t-e LlS I>harrnacetttic al
( r,rnl):ulies t() in\'( r'lit(irte opportutti-
ties in China. 'I'hose prrxlucing the
l:rrc\r le( lrnr)l('Hicr liI dlug adnrinis-
trati()n, such as dclaved-release tab-
Iets, skin p.rt(lres, nasal sprays, and
inlralation p.cl)irr ti(,ns, could prove
t(' l)e the ll(xl w ve rrf frrteigtt
inveslment in (lhina. (lhina has al-
read\ attt'a(tcd .r ['ew irtvestmettts in
this area, su(h as \A'arner-Lambert
(lo.'s Suzhou (lapsugel.ioint venture,
which prodrrces haxl gelatin capsules
rused in delayed-release preparations
(r,,/ lisl). Sinrililll). the (:h()nH(liIg
(;laxo, a joinl venture bctween LJK-
l>ased (llaxo Holdings and two Ohi-
nrlse Partncrs. is producing
"rv'entolin" bran<l inhalers for sale to
(lhina s asthnu sttllerers. In the
({nring years, Iirrcigtr ntakers of
thcse and ()ther :ld\'an(ed phat-trla-
(culicrl techr(Il()gies will likely be-
( ()Dre a str() 8rl' Preserr< e irr ctrirra.

Enteing the 21st century
In order trr apptoach tlre health

c:lrc levels of itt<lttstlialized toun-

tries, China must learn to develoP its
own dmgs. Though few figures are
available on manpower and resource
allocation in the pharmaceuticals
sector, sPendins levels on research
and development are probably insuf-
ficient to boost the sector's develop-
ment to Western levels.

Foreign pharmaceutical Producers
will thus continue to play an impor-
tant role in this sector, if only as a
s()urce of the lalest technologies.
While Chinese om(ials are reluctant
to rely on frrreign investment to
develop the pharmaceutical industry,

Recent US Inaestmcnt in thc
Pltnrmmeutical Sector
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ver the last sc\'clal (lc-
('a(les, (lhina has
a('hicved n(rlitble success
in Pllrvi<liug Irt'alth ser-

vices and dis(asc l)r'r'vcrlti(,!r l)t()-
grilrrr\ llrirl :rrc rllcr'tirr' .rtrtl Lr$' irr
(()st. b()th t() tllc c()rrslrn)( r irrl(l tr) th('
c('()notry. l'{rr rrr()sl ()l lhis l)cri()(l
priority irr Iirrrrlirtg, tttattpowcr', arxl
politital attcrrtion Itas btttt givett ltr
discase pleverrlion il!r(l h(alth l)rtF
nl()ti()D.

In lcccnt year's. h()lvcvcr. tlrt r-alcs
ol sontt' t ltrottit' <liscascs lrrrrc bcgtrtt
Io inllcasc. atr<l sotnc irtli't t ious
diseiscs lhal ha<l bct'rr !irtrrallv cladi-
caled arc r(lplxirling. lrr p:rrt. tlrtse
r hlrrgt,s ar e rlttc to dcntogr-aphic lrlrtl
cpidcnriokrgical lactors. Ilrxrclcr',
th(.\' tnil\ also bc atttihtrtablc to
clr:rngcs irr sl)('rr(ling l)ltl( t'rls xrl(l
sourrts ol linancing frrt thc ht'altlt
( arc svslrnt-

-llrc sornct's ol lt<altlt citt'c littarrt-
ing in (:hirn ax cxtrcrnclr'raritrlattrl
(()url)lex. llrcv itttlrr<lc lrrrth tlitt<t
and irrdirc(t g(,\'cr'! r Drr'n I sPtntlitrg,
clillererrt t11>cs ol irtsttrattte pllns.
an<l expcntlittttes bl ittdrrstrr'. r{)llcr -

tivcs. l)rivala l)r'lrctiti()nct's, arr(l l)a-
lienl\ ll i\ uol lx'\\il)lc to olrt.ritt
pre(ise figtrlt s {)n t()tirl lleilltll cilr'('
expen<littr[es irr Ohirta. as tltt'govern-
rlrnl ilscll has tl() svsl(.rrirli( 1\irl' t()
cekulatt' tht'sc luull)ers: sottrc<'s ol
healtlr linarrr ing alt rlisaggt cgra t cd,
an(l lhc agclcics t'('slx)trsiblc li)r'lllc
nraiol fin<liug rl<r n{rt r'()ulilcly sharc
(lata ()r aggrcgillc (lirtil itr l lrseal)lc
fi rrnr

Cooerage for a minoity
tlp urrtil ill)r)ul ir (l(( u(l( irgi).

plovisiorr ol lrt itltlt ( itr(' iIr (:lritlil rlls
olfi'r'crl prirrtalih' llrr()ugll .()rr-
nluncs, whicll l)rr)\'i(lc(l Ir( c ilrr(l

l)r'c\,crlir'(' r illc l(, th(]ir rr( rtrl)cr'\.

Financing China's Flealth
Care System

Decentralization and incomplete reforms are increasing gctp.s tn
treatment between rich and Poor

It is not possibre lo
obtain precise
figures on totat
health care
expendilures in
China, as the
govetnment itself
has no systematic
way to catcutate
lhese numbers.

With the disbanding ()f the conrrrrurle
syslcnr. heallh care is now paid frrr'

lhrough several nrethods:
. Covernment monies

(;(,\ernnrent has alwat's pror ided
an inrportarrl share of health tare
finanrirrg in Chirra. It finantes nxrst
capital invcstnrent in the sector, an<l

also lirrances sonre equipnrent pttr-
chascs and st:rfl- s:rl:rries.
o Insurance

Itrsurance s(hemes t()gether pr()-
vitle nredical coverage to about 20-2!r
pelcerrr of China's population. Cur-
rently, there are three main types of
health insurance:
. 'fh? (hrl?rn/nanl lLt'urttnte Slst?m
((]lS) insures about 2:'r ntilli(}tt civil
st.rvants, hul is not extcnded to their
dependents.'I'his schenre requires no
deductibles or co-paynrents.

This article was excerpted and
a<laptecl fronr the World Bank report
Long:l'erm lssxcs and OptiuL\ irt lh.
Health Tidttsttion, to be published by
ttre Bank this sutrtrner.
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. The L ot /rr.rrrrarrcr, .lrrft,lr (l-lS)
prrrrr<lcs r,rrclagc lrt rh( ll)l)roxi-
nratelv 75 nrilli()n w()r'k('r's ()l State-
owrrcd-errlcr-ptiscs. It also covers hall'
tlx rosts rrl trtcrlir.tl r.tt'e lor tlttit
(ltpe!l(lcrts, arr<l t ()-Payr|lcrrt rc-
<luirerrrcrtts, il atty. art'gent'rally vcry

. (itlltliu,and'l l'l', insuntnrc trhontt'
rovr.r .rborrt iil-r rrrilliorr (ollct,ti\('
enterprisc workt'ts att<l .l{l trrilli(rl
trru rrslrip rrrr<l rillagc crrtcrprisr'
('l Vll) t{()r'kcIs. 'lyllir ally, tlrt'st' iDsrrr--

antc plarrs plovirlc a Lrwt't lt'rtl of
covcragc lhan (ilS or' [,1S, artd thc
schernrs vlrrv in lltc extcnl ol covt'r-
age artor-rlerl to lirnrih nrerrrhcts.
lllarrt ol thc tollettirr. an<l 'l-\'ll
irrstrran<'t' schcntcs Ii atut c co-pa1.
rnenl Ic(lllir'('nrcnls anrl ceilirtgs rrn
leirrrbrrrserttt'ttt s.

]'he (ilS arrrl l-lS irrsurantc
s< hcrn<,s r{)!t,r alrorrt l0 pcr'ccrlt (,1'

Ohina's poptrlation. :\rrrther l0-l:-r
per(cnt rrl\' I)l'r lilritc(l tollcttivr.
'fVll, or- crrrrrnrrrrral ilstrtitttcc rrrt't'r-
agc. whilc a snrall nurrrlx'r hirlc sonrc
kirr<l ol covcr'age ttrrrler rctttttanls ol
tht' old r'onrnrtrne insrrrarrce stslettt
or thr-otrgh a ntrnrl:rcr of expclinren-
tal rnrrtual irrsrrrarr<'t' s!st('nls ()r
sor'ietics. -l'his !lcilns that thcr('nrc
nr(,re lhrn tt00 nrilli()n uninsure<l
(lhinesc, wlrose access to hcalth
servir'rs an<1. intrt'asingh, t() (liscasc

Prcttrrliorr srrrir'r's. rlt lx'tt<lsott tltcit'
nbilily r() I)ay.
. Patient fees

l'aticrrt li'c payrlt'lts ale <lillitrrlt
l() cstirI|irt(' lrtrl ntottilot As :t s()tlr('c
ol health linarrring. !'or all practicl!
[)ulp()scs, all rrrral, plintary healtlr
serviccs arc lrow pr'ovi<letl on a l-ee

basis. Lhrinsut'<l I)irliculs iu ulban
aleus :rlsrr rrllst l):lv tlrc Iirll li cs

charge<l bv (liri(s, h()sl)itals. al(l
(nher lleirllh care Pror irlcls.



FOCUS

Thete are mole
than 8OO million
uninsured Chinese
whose access to
heafth services
depends on their
ability to pay.

The Wrong Inrentiues
['r'or'irlct'-<lrilctt t sr lrl;rt iotr ol

lrr'.rltlr r,rsts ir r orrrrrrorr trxl.rr irr
(ihirra. as irr raliorrs otht.r' r'rrrrrrrrics.
_l-he 

lclrsorrs irr(. l\rr)-l()l(l: lrrr r.ntircs
e\ist lrl thc hcullh ittstitrrtiorr kT cl trr
(alr) rr()t( rc\'(ltuc l)) ;rrovitlirtg
;11v1_1'-;11111 tttort, <.xP<.ttsir't.-st.t-
r'iccs, arrtl in(el|(iv(.\ cxist at tlrc
pr-ovi<lct lcvt l lo ir('lclls( l)ilti( nt
c()sts irr r)r'(l( r' t{) BCr( r'iltc frrnris IirI
llottttscs lo (olll)(.lsittc lol rragt'
I ales.

It i\ (lilli(ult t() (lisagglcgal(. tllc
sell-itltcIcst ()l Prl)ri<k Is l'rrrrrr that l)l'
instittttiorts orr tlrcst rrrlrttcrs. ()ltcrr
an institrrliorr's Iinlrn( ill inlclcst ( ()t-
rtspoutls rlircr tll to rhc ,'t ll-irrtcrt st

i'l ils \t.rll. llrc lrttk l.rlr,rr rrrolrrlitr
lhlt (l()cs t'xist irr (lhirra stcrrrs lrrrrrr
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Soaing costs

The respcctive contributions oI
these three ntain sottrces of incorrrc
changed signifirantly during the
1980s. Hcalth care funding during
this time was charatterized by a

reduction in the role o{ publit
subsidies and a sharplv increased
reliance on cost recoven' lhrough
insurance pavnrents and patient fees.
Seteral trends in funding be<arrrc
apparent l)\ the errd of the l9H0s:
o Per capita healrh spen<ling (fronr
all sources) gre* f;rster than overall
economic growth. Fronr I9lt()-tlll, Iirr
exanrple, annual growtlr of he;rltlr
spending in real, per capira lelrrs
averaged II per'<ent, while (iDt'
grcwth averaged 8.7 percent.
o Publit' srrbsidies frrr lrt ultlr in-
creased in absolrrte ternrs, bul de-
clined ;rs a share o[- t(,1irl heirlth
spending, dropping fronr :i0 percent
in l9U0 to l9 percent in l{)tt8.
. Irsurarce l)xytnert\, sirnilrrly, irr-
creased in absolute ternrs but de-
creased as a percentagt' <rf lotal
health spentling, dropping fronr 513

Peraelt t(r 4l per'(ent.
. Patient fces increase<l b()th abs(,-
lutely and as a share o[ total health
expenditures, rising fronr l4 percenr
(,f the l()tal in lll8l, t,, :l{i per'(ert itl
1988.
. An in(reasing share of heirlth
spending was at r ounrr'<l Iirr br hospi
tals and by treatnrcnt costs, rather
than by prererrtion arrd lreirltlr rnairr-
tenancc Pr()l{r'anrs-. f)rug (()Dsunlption a(cotrnted firr a

high proportion of health expendi-
tures,
o llquipnrent purchases and new
conslruction were undertaken with
both public subsidies and health-
sector revenues, but v/ith little appar-
enl attenti()lr to future recurrent c()st
inrplicati()ns and with relative neglecl
of funding for disease prevention
Proglanrs.

Many of these trends in expendi-
ture were directly linked to incom-
plcte price refrrrnrs and to adnrinis-
trative reforms introduced
throughout the 1980s. For example,
refr>rnrs intended t() enc()urage em-
cienry by requiring health institu-
ti()r)s t() earn revenues suffit'ient to
(()ver their operating costs have
resulted in "prr>vider-encouraged"
(()nsumption of those healt[r services
on which a profit can be earned (sre

lxrx). Sin< e few insured consunrers o[
health serrices have co-paynrent or
deductible charges, moreover, thev
have had no incentive to discourage
excessive consunrption ()f ser!ices.

This problem has been exacer-
l) le(l hy Srxle pri< ing policies. Prices
lor certain trealnrents or services arc
set well above costs and provide an
incentivc for lrrrrpitals und physicians
Io prescribe or use (hese iteDrs, while
prices ol othcr scrvices or nredirines
ilre s()Dlelinles well below cost and
lheref()re r':rrrse krsses lhat disc()ur-
age lheir use.

()tht"r problenrs include the lack of
an ellerti|c rcfi'rral syslerlr, whi(h
results irr fee-payirrg patients seeking
r':trc lrortr lrigher-level facilities.
1-hese hospitirls consequently have
high utilization rates and theref()re
rnakc ad<litirrrtal plltrs f<rr exparrsion,
rclying r>n the public investnrcnt
budget. 'lhe refirnns have also re-
srrlterl in tlrc rc<lirection of clTortr
away ftotn basic preventiorr prr>
grarrrs rrrrrl towar'<l lcrcrrrre-earning
lreatDrent at tiviries.

Witlr rlet'r'rrt lalizat ion, the Ministry
ol Ptrblic Ilealth (M()l,ll), which has a
betler understanding of tlre lorrg-
lcrrrr lrerrds and tlreir inrplirations
[rrr (]hitt;r, lurs lost sonre oI its
inllucn('e at the provincial level ancl
bclow. 'fhe N,OI'tl has only input
planning criteria (ratios of beds to
population, cl(.), l() use as policv
lrxrls. ln geleral, these are inappro-
priate planning and polic;- tools and
tend to he nrisust'd at tlre l()cal level
because they generalll' strengthen
the position ol healtlr institutions,
rvhich alguc frrr increased invest-
nrcnt. budgcts, anri lrcrsonnel.

For the ftrttrre, Nl()l'H h()pes l()
rely on a set ()f lreirlth laws or
rt'gulations to inlluence Ircal au-
tholitics arrrl institutions loward bet-
ter planring, investnlenl, an<i pro-
granrs. lixpelience elsewhele,
Irowever, has showrt that the lcgal
frarrtcwork 1>rovi<les the central gov-
erntllelrt a policy lelcr of linri(ed use
I'<rr inlluen< ing kx'al governnrenls
antl institutiorrs. Wilhout a relurD t()
sornc kincl ()[ dirc( I bu(lgetary p(ricy
levers ([<rl finirncial inllrren<e), and
Perhlyrs sorne c(x)perative efli)rts by
lx)lh lhe Ministry of Finance and
Nt()l'll t{) lrse fiscal Irxrls t() illlluerr(c
health sc('t()r spenciing, it is very
trrrlikclr tlrat (:lriun'\ ( erlral allth()ri-
ties will surceerl in arresting the
general escalatiorr ()f health budgets.
'l'he result is likely'to be trrntinued
inllation ol health costs. lcss e<1uity of
access, and ;trr crosion of the shares
of (iDP availahle [rrr other settors of
the ec()n(nnv. i'

tll(.(xpcrtisc that rr'orkels tlrrr tlt,-
rlL,p lrr lrrr orrrirrg slx r i,rlizcrl rrr

high-tcchrrolrgl Iit.lds. Hcirltlr s rrr k-
( t\' \l:rllt\. trlttrrler. lrrrrl | 

) r 
' ( 

' 
r r | . , t I I 

' 
r r

l)r()sl)r'( ts ur'c tl:rrs par'tlv litrkt rl to
tlrr srrphistiration of-th< s<.r'r'iccs tlrirt
tlu.il ilstittrtion ()lli'r's, alrd thc strfl
()l lll insliluti()n thcrelirr-c havt. a

rraltrral irrtelcst irr acqrrilirrg arr<l

rrsirrg irrtt,rrsivr.h tlle le$esl tcalrr()l-
ogr ol rrrerlital proce<lules. lir tlrt
(xt('nl thirl lhc priccs (hal.gc(l li)r'
usirrg llrcsc tcchnokrgies ilre al)(,\'c
thc nrllginirl ('()sts t() lhc inslitrrtiorr.
thc irstitutior itsclf ntakt's a
''lllolit, rrhith is usetl lirl vt'l nrorc
sopltirtit:rtt'tl cqtripnrcrlt ptr!(llil\cs.
Ior txparrsirrn. Iirr rvorkcls utllulc
Itrrr<ls. or {or iu(elli\c,i and b(,nu\c$.
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Pamela Baldinger

llrnrlu lhliingrr it *lito-trrhttl I
I hr' (lhirr:r I}rrrirress Rcrierr'

Children will be lhe meio beucficirricr
of Projcct Hopc in Chitf.

tiate rlilectol o{ nrrlsing irl l)r'(,i('( t

llo1x.. (irrtr,rl Irrnrrirrg lhc u'.rirrrrg

I)r-()gr-ilnls irr( llren sharc(l lrr l'r()icr t

IIope. rrhich is flrrdt,ri h\ t'S .\ll)
arrd prir'atc rirrrations. and tha llosr
rrrrilclsit\. Mosl prrrjccts arr ct'tr-
t('re(l ()D trrb.rn arclrs, rvilh lhr'
('x(cpti()ns ol the pr't'rcntivc <len-
lisll'\ l)r{)gliltn in (ihettgrlrr arrrl tltt'
rrrr:rl rtrrrlir.rl erlttratiott progt.rtrr irr
Xiirrr.

'I lrr' Ohcrrgrlrr prrrjt'ct iuvolrt s

rr;rill ing (lellrists lt \tk'st (lhilli l\ltrli-
r.rl I rrirtr*itr lrlrt to r o:rt r lril,lrt r'r
r(( rlr wilh u Ilrrrrri<lt'-crrIiclrt rl strl-
arrt, arrrl lht rr sen<ling tlrc (l(rtisl\ t(,
! llrill llr(':rs t{) l( ltt.lr l()c:ll lrt t sotrrtcl
rlrc lc( httiqu('. -fhc \iarr \ltrlirrrl
I rrirt r'sitr I)t'()gllrrl irlr(,1\c{l ( \llll)-
lislrirrg :r t otrt sc li)r' tlr( tr.litrirrg ()l

rrrr:rl plrrrir iarrr Ir) lrcll) .rllt'\i;rll llr(

iI*
I
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Project, Notebook

Thaining the Care Givers
A US non-profit is teaching China's doctors and nurses

how to teach themselaes

cr lrrrir ;rllv. it r t.rllcrl
I I( rrlllr ( ) 

| 
) 

I 
) ( ! r I r r r r i I i r ' \ i( 

'r
l't oplt l.rtrrs'lrrrr'. llrrt il
llll rorrrrtrits ;rrorrrri tlrr'

worl<1. it is rrrort conrrnrrrrly krrowrr lrs

l'rojcct llopc-a Virgirria-hast'<l or-
grlrirati()D (le(li( al(rl l() inll)r'{)viIg
hcaltlr tart irr <lt'r't'Irlrirrg art'as lrt
helpirrg t lrcrl t,rtrrlrlish sc ll-sr rst rrirritrg
nrc<lital trairrirrg lrrrrl rtirrr;rliorr plo-
granrs. (irerrtcrl in lll.trS. l'rojcct
llopc rrrrlcrrtlr is :rtlivc orr hve
( ontrl(.rt\. lrrrt its I.rlgcrt l)r'oxr:rr r\
in (lhina.

I'r'ojcct Ilolx rvrrs firsr irrrirt'tl trr
(ihinil in llllt:i. rrltcr th<, Plt'sr<lcnt ()l
rlrr' /lrcji.rrrg \l('(lr(.rl I ni\r'r \rtr
rallc<l orr the rlircttors irr th('I nir((l
Slatc\. r\ \'('lI l;rtt r tlx ()rgarrizirti()rr
scr up ir\ lir\r rrxininl{ rorrrrc irr the
I't.oplt s Rt prrlrlir , urrl rtorl has
establislrt'<l pr ogr arrs in scrtral lit lds
rnith rrrrircrsitir.s irr llciiirrg, Slrarrg-
hri, \iarr, Hirflg/hi)u, a!l<l (ilx rrg<ltr.

All ol the Phrgranrs, r'cgaldlcss ol thc
rlist iPlirrt, (}rr rrlrit h th<.r ( orr( ('rrIl lrI('.
irrrrrlrc thc Unirrirtg 0l (lhirr(s('
htalth-carc rvolkcr s br'l'rojcct llop<'
stafl or t orrsrrlurrr(r. l lrt. (llrirrt.st. art,
thcn cxpcttt.d to tcarh rvh:rt tlrcr'
lrirvt. lt'alrrctl t() ()llrcls iln(l c\,t,llullll\
ttkt ort'r all lt slxrrrrilrilitr lil tlrt'
Pr'(,8r'lrrs.

Hope in China
l'r'oicr t llrlgx"., (ilrirrrr yrrograrrrs

Ir.ll(l to lo( u\ (}rr Pr irrlrlr r;rrr, irr tlrc
tlist iplitrt s irt rr lrir lr tlrt'rtg.rttizrrtiotr
is tlrt strorrgcst: lxrlirrtrirs. biorrrcdi-
tlrl tttgitrcctittg, .r'.rl srrrgt'rr, ;rttrl
rrrrr sirtg. l)r'.gr.rrtr.:rtc sclcrlcrl otr
tlrt. lr.rsis ('l (:lrin( w rr'(lu( \l\; llr(
(llrirrt.t itk rttilr .r trccrl. :tttrl rrc tlrtrr
rlctllrrrirrc rrlrcthcr rrt < rrrr lrt llr
thrnr. s.rr r Lr'slir' ll.rrrr rtso. .rrro-

slrortagr. ol rLx tors irr Shaarrxi I'ror'-
irrcc.

Iltt' ;rt',,gt'rrtttr itr tlrt' r'tltcr r iticr
irrr,rllr tr.rirrirrg rl,xtols irr Ixrli.rtt'it'
r'rrr<liovirscrrlar srrrgt'r't. teclrtli<ians
:rnrl t'rrgirrccrs irr thc rrra irr t crrirrrcc
anrl r'cPaiI l,l bi{)rrrcrlicrrl t.<lrr iPrrrerr t.
lrrrrl nrrrst s irr It:rchirrg skills. l lrc
rrrrrsirrg lrlogr:rrrr hirs ht't'n pallicrr-
lirrl\ inrlx,rlillll, Ii\trr Ilrcsllirt-tagc of
Ittrlsr.s lrrrrl tlrt trrrrlcrtlt-rrlopctl rta-
nrlc ol tlreil tlairilg iu (.hirra.
.\c< or'rling to Nl:rncrrso, (:hirl s nurs-
ittg rlr,rt:rgr is .rrtr,'lrorrrir.rl '

thclc alt, orrlv I I lraccalarrr-t'ate

l)r{)Nr'rur\ irt thc rrlrolr rortrtttr-attd
t hc rt;r t rrs arrrl s.rlar ics assrx iatcrl rr it h
tht. jrrh tr.rr<l to lx. Irrr'<.r' tlriln c\en
thorc irr othcr rlt r< [rpirrg r ottntrics.
Nrrlscs allc.rtlr' ()n tll( iol) g('ncllllt
harc littlt.il(((,\s l() nrl{ inlirrrrration
or tllrirrirrg, arrrl irrstlrrr tors gt,rrcrallr
lln\'( r{}t l,((n Ilirir)c(l lrrr\'l(, tc:r(h.

lir rr.nr<,rlr tlrir,,ittration. I'r<rjt'r't
llopt tstablishcrl u lu(ult\ tlilining
l)rogrlnr lt tlcijilg i\l<<lical ['rrirer-
sitl irr l1)l{ir. .lttt.rrrlt.<l ll I:rr rrltr'
lt'rrtn thc l l li.A. plogllurs, tht'
rorrrsc lrt.llx'd th(. instluators (le-
rcIrp tlairrirrg llrtclials arrd ctu'ritu-
lrrrrr:' tlrr r,rrrkl lrrirrg lr:rrl t,' ttrcir
rrt\rr rrrrirr.r'sitics. lixla\. Ilris l)r'()gIirll
is lx.irrg srrr r crslullt' tirrrglrt arr<l

.rrIrrrirrrrtcrc,Ilrr lh ijir16 l\lcrlir.rl I ri-
rt.r'silr orr itr (}s'rr. arrrl I'11)ic(l Il()l)(.
is rrorkirtg rr'itlr thc rrrrirt t,'itr to
(.rt.rlrlirlr tlrc rDrrll\ \ lirrt \l:rstcr'r
rlcgrr.c plogr.rur irr rrrrlsirrg. I his
r ottt\c ()l \llt(h. t\ hr( h rr ill rrlso Itrr rrr
on rrur sirrg llrr rrltr. ir sr lrr'rlrrlt rl trr
lrcgirr tlrir l.r ll

.\sirk lr,rrrr tlrr' \llrrtt r's l)rr)Hrlrr.
l'r o jct t Ilolx lr.rr trrr rrr'<l its.rttcrrtiorr
to rlirrr.rl trtrrritrH trlrirrirrg li.rrrrltr
.rrrrl strrrkrtr irr rrr prorirrrc,, .rrt,

^*JI :!
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0,(,(l
being tarrght t() irl)[)lv hasic rrul'sing
( r,nacPls l.) l)r:l( li(:rl :,iluulronr rn
lrospir:rl-likr' rk trottrtr'atirrr trnit s.

Nloleoler, u itlr tlrc helP of tlrt. ( ilrirr.r
Nrrlsirg .\.s,,r r.rtir)r {(::,1,\).rr(l il\
Iocal chirpters, Projt'c t llol>e s rrrr-
gr()rrDd nrrrsirL pr'()grInr dilc( t()r'.

Nlali.r l't'tliri. hrrr lxtrr tr'.rrr'lirrg
af(,ttrtd thr L()utrtr\' a()rt(ltt( liDg (()||-
Iinuiug e(lu(ati()ll \!(,r'ksh()l)s.
l\lancuso crtirrrates thill l'clrini hils
probablr trainrd I,(l{)0 pr:ople irr the
pasl veat'. lt s astorrrr<iing horr lar
tltc\'"\r'((,rt)eillrrildt. sars \larttrtsrr-
''\lt"rt' sccirrg rcrr. grxxl rcslrlt\.'l'h('
|rLU \r's rrr leilll\ usirrg th., lrr'1r
inlirrrnation lu(l skills llrel'\c ()lF
taineri. licDtuall!, llrc (:\.\ will
take ()v('t thc Iririning itt (,x(lr r('gi()tt.

Focusing on Shanghai
-l'hc ()thcr pr'()gIluDs hI\'c rls() l)t.t.n

su< t esslttl, tll()tlgll s()nle rlr)r('lharr
(,lhcr$. R()brrl Iirras(,r(). rr.girrrral
dirertor Iirr Asia. gircs nttrth ol tltt'
cre<lit firr ru(ccss t(, tlrt (llrilrrsc,
sarirrg tht rrrrilclsitier hrrt lx'<.rr

Irol<lirrg up tlrt,ir crrrl ,rl tlrt, lirrrrlirrg
and the fat rrltit's hare bccn srrpport-
ive. Thc strrdr'rrts havc also hccrr
goorl.' l-t'rrir ll. l'icrcc, <lit'r.'ttot' of
Pt-(ic(t tl()pc's interrrational rrrarr-
agernent (liviri(ll antl Iirnrrer'ly prr>
grarn dilecr()r in (:hinil Ilorrr -lrrlv
l9tt9-.lulr l1)1) 1, agret.s. ()ul pro-
granrs have bccrr irrstittrtiorralizctl
inl() (:hiru'se urrirclsit\' (llil'i( rtlufirr.
arrrl irrclcarirrglv utr. lx.rrrg rrruirr-
ruirrctl lrr tlrr'(lhirrrrr' tlrcrrrsrlrtr. '

This succcss has givcu Pr()i('( t
Hopc tlr< r',rnhrlcrrcr. to sr'lrr t (,hirra
as the site ()l one (,l ils lalgest, rr()sl
r'onrplcx pro jet ts er cr-tht' SIrang-
hai (lhikh en's Ilerlit al (icntt'r. \{'lrrrr
it oprns irt l1)1)(i, tlris $50-rrrilliorr,
\tate-()l-lhe-irIt lar ilitl $ill eIlcorn-
plrss lr !5{)-lrerl .r(utr (.lr( lx(li.ltrir
lrosPit;rl rritlr s< rtilcs irr .rll rrr,ri,,r
specialties. Tht' hospit:rl uill also
selve irs a nali()orl lraining l:r< ilitv Iirr'
nledi(al r,r()tkcts llorrr alorrrrd tlre
(()untrv. Sills llrrraslt lo, '\1t' li'lt orrl
cliorts,'lrorrlrl lx rrrorc lirrrrsctl irr
()r(ler l() Irav. the grr:rlcst irlpa(,t.
Tlrr.r| is.r gtc l llc({l {irr ir-strrit'r,
cducali()n l(, d(,|ll()rrjillal(' rrerv tcr'h-
ni(lues, rnd grcat dcrnatld Ii,r' nci-!
equil)nrcnl l() iDcr-cirsc lhc rlurlily ()('

thc (are dclirclc(l."
A<r'ordirrg t.' Pr,,ic(t Ilr'yre Yirt'

l'residerrt [)rrrr \{t'avt'r. r'lro has
resportsrbilitl [ol ltc:rltlr lrtt rlitics

o ooo o
dt vckrprrt rrt, tlrc lrospital ir a rurtttlal
0urllrlrtlrlr ('l l'ttrjcrt llr'1x s I'tcti'
otrs irrrrrlrcnr<.rrl in (lllirir. ()r( r)l
(,ur lirsr traiDirl.l l)r-()grrt|r\ ill (:hirir
wis in l).(liirtlic (;rt(li(,1(,g\', al the
r( (lll( \l ',1 IIrr'|)r( \i(I rrI\ r,l Slrir Alr,ri
Sccorrrl Ilcrlir al Univcr sin ;rrrrl
\irrlrrr.r ll,rsprt.rl. r'rrc ol' Slr:rtrAlr.ri
Srrontl'r tcarIriug hospitals. It rrlrs
:tlsr) tllcir slrggcr'tir)n tlrirl \v(' ( (xrlx t'-

:llc ()n lh( lrospital. (iivcrr lh:rt rrr'tl
sccrr in (llrirra itlld ()lr I)r'(\'i0us
c\lx'ticncc with rlrt .\rrrtrirlrrr (llril-
<ht'rr's lloslrit:rl (lrrrrplcr irr l\rl:rrrrl,
rr(' Illr)uglll llr( l)r()lx)\:tl rr;r.i ;r,,ottttrI

Culling-edge care for China's
children

:\llrrrt hall thr lurr(lilg I(,r Ih(
Irospital prrrjtct ir to rottrc frottt
I'rojcct llolx', r'itlr thc rcrl t. t.rrrc
ll-orrr thc (llrirc\c l)arll(r'\. thr
Slranghai rrrrrrticipal gor't'r rrrttt ttt ltttrl
Shangh:ri St,< orrrl l\ft.rlical I'rrir rr sitr.
I'rolcr t Ilolx'rrill ptorirlt' ttr lrtrir al

assistarrrt lor' tlrr <lcsigrr rtrr(l (orr-
slru('ti(,n (,1 thc lrosPital.:r\ r|cll ir\
tlr(\lr(.ll ('(lurl)tll( Dt llrr.lririLrI)k ill
(,hirta. I ht' (]hirrcsc srll :rrttrallr
lruil<l arrri opt.ratt.the. lrospital. s lrir lr
sill lt Lxatt'rl in l'u(l()ng. l'r'()j(rl
Hopc rvill also hc in\()lr.(l in lhc
training ol hosylitul stall.

:\< corrlirrg t() llf.r\'( r. (cntr:rl au-
th.,litrts lr.rrc lt.rrl ltttlt' tlit'tr t irr-
rolvr.rrrt,nt irr thc plojcct, tlrouglr tlrt'
rrulli( i['.ll . rlr)r ili{ s Lrr'P tlrcrrr irr"
[or rrcd. lhc I'ir.r thirr (]hcu
trlinzhang, lhc rninirt(r' ol t'ublit
Ilr'.rltlr. is .r l{r:r(hr:rt( ol Slr.rrrglr.ri
Scconrl rrrr (l(,llbl llas llcllx\l snr{rrtl)
tlrc I)r'(r(css ukrrrg. 'llrc 

Prirrr iplt,s ol
.(x)lx't;lli()n [r<'t$ccrt l't ojt'< t ll()lx'
rn(l its (lllin(sc l)atlrr(r's r!r'r(' (lr:lr\rr
ul) lasl N()\(rrlx.r'. lIld rllr vJri()u5

l):lllicr ira r()rr trtirg t() lrirr rlrlr'rr
(lct:lils :ln(l r ('\'i( s' iu(l)it(( lllr:rl
l)ln!ls.

Whilc tlrc hospital is un(l( r' ( ()n-
slrLlcliotl. l'r'ojct't IloPc will rt.rr't
sr ilrrtilir cxr h;rrrgr.s I,,r st.rll tr,rin-
irrg. ()\('r th(. ll(.rt lht'cc \cilrs.
W( urcI ullti( ipatcs that (i0-75 lrcoPlc
will hc lrrorrght t(' tllc []rilc(l stirtcs
Ii)r'Ir'ilirrirrLi. llrcst' irr<livirlrrals $ill lrt'
ol rrrarrlrgt.rrrt.nt or lt.a<l-s1rt'rialist
rank; tlrt'hulk ()l tlrc n('w lrrrspital's
stall will bc trairrc<l in (llrina. \\iart r

Irrpcs to hc ablc to l(x,k tr) r)llrcr'
Iirrt igrr r lrrrp.rrrirs $'itlr ( \lx r irrr ( il
tlrt. l't'oplt.'s Rr.pul>lit. srrr lr rrs hrrtcls,

Iirr' hclp irr irrstillirrg lotiorrs oI
(lr.lnlinrss ur(l ll\gi(.ne an(l in the
trlillinK ()l su( lr de[)nllnrcnls irs

larrrrdrt-
;\lthorrgh llr('h()sl)ital is l() lx'a

cut l irl'I-('(lgc I ut ilitr'. \\t'ar er is tlrtit k
l() I)(,illl ()ut tlrat it rrill irrrlutlt'
(lhirrcsc t lrarat lclistics, srrch as a

I)lrilIrrI( \' $ itlr traditiorral (lhirresc
rnc(licircs. I'r()j((t LIopc s'ill s<'ck
(()rllilluri(,ns llonr LS an<l [olcigrr
r r,rllrrric\ rr r lrslr .rrrrl kirrrl t,r erlrrilr
llr('ho\l)ital, brrt also plans to lrrrv
c(llriln)rcnr $irll Inr)ir(t lirrrds. No
slx'( i,i( lnr(llasillg rlcrisil,lrs hare
lrrcrr rrrarlt \'('t, l)lrt rr:ri()r' I)l(xIral
(ntcg()ti(s !iill pr{'h.rl)lr inr ludt' rarli-
oIrgr irrragirrg lrrrxlrrcts, .riri(ill (are
Ittorritr,r'r, .rr(l l.rlx,r.rtort :rrrrl srrrgi.
(.rl cqlril)rlctrl.

Aiming lor self-suficiency
I'rojcct Ilopt.'s irrrollt.nrcrrt il thc

Slr.rrrglrli ()hilrllt'n s l\lt'rlical (lt'ntcr
crtcrrrls t,, lrr'lPirrti t lrr ( .lrirrcsc ,lt'r irt'
\lr.rl('l.lrc\ Ior .rrlrrtrrrslr.rlii)rt. ltr lrtrt'
rr'illr tlrr rrrrn'rrt tlen(l r)l dc.crrtrill-
iratiolr. tlrt'(llrincsc lrc \'('11' ( ()n-
(( r rrc(l irlx)lrt liltartcirtg rll((hunisrrls
nrd llo\! lo distrilrrrte lllc .()sls :lrrd
rclcnrrcs assor'i:rtc<l rr ith the lrospitll.
\t'ctr(r' ilnli(ipirtes lll l I'r'r)ie(t
ll()pe's (i'!rl('r' f<rr' Hcalth .\fIairs, a

hcalth grlicr think tank, trill help
rv()l'k ()n tllis issue, and that ()ulsid('
c\pcrts in b(,lh thc Irnited Stlrtcs rltd
(:hi!ll rrill also hc rorrsultt'<1. llcalth
(lIc {iniln(ing is arr issue beirrg
graPplt'rl rvirlr all rrrcr," sirvs \ltiryct.
"llrrt givcrr (ll(' (hlnging natul-c oI
tll<' svsr('!r irr (lhina, it r{ill prolc
t'spt'r iallr (lllllengilg. I'nr srrlc i('s
an issu('\vc ll lrave to deal rrith ()rl an
rlrrgrling basis; it s t'cttainly alrvays
lllc lilst tol)i( {rl thc nlin(ls ()l lhc
(ihirr<.sr. thcrr wc nract t() (lis( usi tllc
1>r'ojtr t."

\lhilt' tlrt' dcliiils are bcing rvrrrkc<l
l,ul. th( (|tlrct l'r(ljc(I tlopc pr-()-
glarrrs irt Ohiul will wind (l()Nn r)r l)t.
irrcor'polat<.rl irt() thc h()sl)ital
lrlojt.tt. with rlrc cx(cpti()r ()l' lhe
tllr-sillg I\lilst('r's dcgr< c prrrgratn,
rvhiclr will r.cnrain in Ilcijirrg. Bc1'orrd
ll)1){;, il is llr( lcxI i![rill l)l'()ie.t
llr'1x s rolt' irr tlr lrospit:rl ot' irr
(lhirr:r *ill lrt, thorrglr tllc !asl size ()l
(ihirrir's lxrprrlation ar(l hralth (ale
sYst( rrr rvill l)r'obrhll' crsur'e tllxl
rll( r'( i\:rn(((l I,rr tlrc org:rnirlrtiorr'r
''lropt' lrlirrgt'rs" Iirr sonrc tinrc to
( ()II( .
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4*Wal Council Activities

Anrutnl Meeting lliotes Positiue Sigu
f(/r Chinn Brciness

Naligating the rrnterlairr rr'ltcrs ()['

elettion-1'ear yrolitits irr lx,th lll('
Llniled Statcs an<l (,trina <krnrinatcd
discrrssion at tlre ['S-(]hirra Btrsincss
(irurrcil's l{)th anrrrral rrret'ting rll
Jrute ll, rrhcn ar'orrnd l0(l rrrcrrrher
c()lllpan\ rept-esett(rtliYcs cotlt'ertc<l
in Washington. [)(;. to c\tract the

rarrtiorrcd that the corrrplcx rvcb ol
rclatiorts bctrvccrr tllc fluite(l States
an<l (llrina n'orrl<l be inr'glarahlv
se!ere<l l>y tht'lrassagc ol conditiorral
lll()st fx\'orc(l Nation (l\l['N) hills
targeting lhe prorlrrtts ol (ltrincse
State cntcrpriscs. as tlrcsc firrns are
the biggcst (lhincse buyels ol ['5

tions, (ihina's burgeoning c()lsumer
nrarket, the t()pic ()f Minister of
Hong Kong llcononric :rnd Trade
Afliirs Peter l,(''s talk. holds forth
only prornise. [-o's rrpbeat nressage:
(lhirr.r'r orre hillion-plus population is
in a spending nrood, and c()nsu[leas
are reaching into hidden savings to
btry <lualitv g(xlds. For instance,
while ollicial 6grres put annual per
r apita inr orrre irr Sherrzhen at $706 in
l9t) I , per capita consunrer spendinl4
ft)r the same period was $759. This
spending binge is expected ro hir
nrach speed over rhe nexr eight years.
By the year 2000, l0 percent of all
lrouseholds are expected to own
telephones, and 3-5 percent of all
urban residenls are expected to
purchase nrotor vehicles (currently
there is I private car on the roacl per
190 people). The growing integra-
tiorr of Hong Kong and South China
will help fuel the growth of the
donrestic consunrer sector, but any
interference with China's MFN status
would choke this South China engine
of prosperity.

At luncheon, National Public Ra-
dio News Analyist CoLie Roberts
delivered a sharp and sarcasric analy-
sis of US election year politics. US

Robert Perito of lhe Department of Stat€ and Council President Donald M. Anderson
look on as Minister of Hong Kong Economic and Trade Affairs Pet€r Lo discuss€s th€
growing spendinB power of China's citizens.

relerarrt Iiorr thc lhetolic an<l plarr
lirr futurc (lhina busirress.'l'hc nrcct-
irrg was opcned bv Itlcsi<lcrrt l)orraltl
I\1. Arr<iersou, nho sct a lrositirt- tonc
lirr the <lay lrr irrlirnring tlrc atr<li-
eD(e thal the (jorrncil s rcstrrrctrrlirrg
has been a sttt<esr artrl tlrc rrrganiza-
ti()rr's rncnrbcr'sllil) is inclt lrsirrg.

Arrderson t lrcn intlrxlu(c(l R()b(.r'l
I)crit(), (liret.l()r ol tlrc ()llicc ol
(ihinesc an<l l\lorrgoliarr Allrrils at tlrt'
l)cpaltrrerrl ol Statc. sho <.xanrint.rl
(ihina s ccorrorrrf ln(l p()ssil)le ()l)stl-
(lcs l() ( (,nt ir) ue(l gr'()r\ tlr ill ( ]S-(:h illll
tradc. ['elito rrrtcrl thlt (,lrirresc
r egrrlations lirnitirrg trralkcl ar'tr.ss
havt. r-r'tar<ltd LIS cxP()lts l() (ll)illir,
lrut tltat llrese 1rr'oblcrrrs rrrill srxrrr lr.
r'csolvcd thlorrglr llr( lclj()liilli()!ls ()l'
the flS trl(l(' r'cl)r'('scntutivc s r)lli(r.
Non-ecottontit isstrt's. host'vcr. srrclr
as lttrrtrart lights virrlalirrns, rrrrr'lcirr
arr<l irrrrrs plolili'rat iorr, cn\ ir'()nnlcn-
tal pollrrtiorr. arrrl illegal rlrrrg llal-
lirkirrg alt' alsrr srrurccs ol tclsiorr
lret$r,en tlre lw() n;lti(,lls. I)(.r'il()

grxrds. Retaliation on their part
would result in a henrorrhage of tJS
sales and jobs.

ln (()r)trasl lr) the s((,rrlt ('l(,uds
hovering over LIS-(:hina lrade rela-

James Martinson of S.C. Johnson & Son, Inc., Max l,ee of Monsanto Co,, and R.P.
Littlefield of USX Engineers & Consultants discuss US companies' prosp€crs in
China.
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New Board Members
-|olrn (i. Hrrntcr. III, l\l<rrrsrtrrt<r

(ilrenrital (i). ri(c l)r'csi(lcnt al(l
gcrrt.r'irl urarragt'r ol'Asia l'at ifi<, arrd
liugt'ne'l'helrrux, 1>altrrt'r' at Bakcr' &
l\lcKerrzie, wclr r olctl vir'c t'hair nrcrt
ol thc (lourrtil s hoar<l ol <lircclols at
IIrc annrral nrcctingon.lunt Il lhev
rvill jrrirr Jorrrtlr;rrr LL S< holielrl,
prlrirk nt ,,l I rrit,,l lr r lru,'logicr
Il|lernati()nlll (ioIp.. ulro r'ontirrrrt.s
his lerrr lrs c'lreilrnlrn. I.irrrr rrcrv
rrtt'rrrhcr-s rrt'r't also clcctt'tl to tlrc
l','.rtrl: S.rrrrrrcl Rtrl,rtt,'r'itr. r'\i ( ttli\r'
ricc p[csi<ltnt. [-(;&(; trr(.: l)()D.rld

N. S()r'tctul), \'i(( pr-('sidcrrt, Inlcl.na-
ti()nill ()per:[ i()rrs arr<l I]usirress
[)evel( ]l)nre n t, Thc ]-oxbolo (irtt-
p.rrrr: U:rL l. l..rrrort, Ar'.,u1) J'r({i-
<lent, \\trlld ltlilliug Irrrlrrstlies. (iott-
tincrttlrl (;r irt (ionrparrr': antl.larrrt's
T. (ll.rrkr', rir'c rlr:rirrrt.rrr, I'toli's-
sional and Regulaton lsstrcs. (itro-

lrers & l-lbrantl. ln addition to thc
rrtn nrt'rrrbels- lhree rlirer'lors rvt'tc
Ie-elcaled l{} sc(()n(l lcIrDs. A (()rll-
l)lct( list ()l lllc (irrrrrcil s rrcrr hoal.rl
appcals iuside the back rorcr ol 77rl
(:BR.

I
I

i\I
IHE U.S.-CHINA

BUSINESS COUNCIL

v()ters are surly and pessinristir',
r.rnsr.rre if tlreir children will be :rble to
.rr lrierc tlre \t:rrdrr(l ,,I lirirrg plcri-
()us generitti()ns hal'e cnjoyed. Whilc
relati()ns with (lhinl nay be debated
against this backtlrop, the issue will
have negligable inrpact on Anrerica's
in( r'casingly rlissat isfied, inrvarcl-
kxrkirrg voters.

ll the aftern<xrn, attendces split
into three rvorkshops. l\,lerrll)ers ()f
the inlp()rt c()Drnrittee jorrr-nevecl lo
(iapitol Hill t() l()bby ft)r renewal ()f
(lhirra's NIfN stltus. rleetinB with a

total oI cight senale ()llices. 'fhe
e\por-t c()ntr-()ls rvorkshop li'aturc<i
panelists Rober'1 l'r'ite, dir-ector, Of-
fice ()1 (i()(;()NI AUairs, [)cp:rrtnrent
of Statc: Williarn (llenrents, (lirect()r',
()|fi'c .,1 lgltrr,'1,,$ .rrrrl l\rlirl
,,\nalysis, Dcpaltrncnl ()l- (i)uuuerce;

Member company representati!es Diane
Mand of Dresser Industries Corp, and
Louise Finnerty of Pepsi Cola Interna-
tional were joined by US and Chinese
government officials at the prelun-
cheon reception.

Thonras (}_ocker, al t()rne) with
Shaw, Pittnran, Potts & 'lirrwbridge;
antl Eric Wernplc, e(lil()r', [rpr)/
(hnlrol Neut.'fhe,v presiclt'd over' :r

lively discrrssio of the recerrt high-
level (t(xt()tr', Dreeting, cr-iti(al issues
irr strategic trirde, and the irnpli(a-
ti(rrs r)f The Enhanced Nttclear
Plolilclntiorr lrritiatirc lor tlr( (:lrill:r
tlade. Maly altendees n()ted that
Hong Kong s new (l()(:()NI :rss(,('iatc
\tllus lr:rs rrsrtlterl irr <lel.rvs itt
obtaining rc-cxp()r-1 Ii('enses.

Partit ipants at the iD\estnrent
rotrndtable t'eviewed lhe (irrrncil's
clrali investnrent report, a pilper'
ofltring slrggestiols ()n h()w t() inl-
plore Ohina's investnrerrt <'lirrtate.

National Public Radio News Analyst
Cokie Roberts predicted that China
policy rvould be debated during the US
presidential election, but that it would
not become a major issue.

Menrber t'ompany representatives
discussed ploblerrrs wirlr transpar-
ency and interpretation of rules and
regulations, corruption, and foreign
exchangc b:rlanting. They agreed
that the paper slrould plovide con-
stl-uctive advice ()n h()$'t(, deal with
these and other issues, and that the
report shoulcl be distribured to top
Cllrinese leaders upon its conrpletiorr.

Legal Committee Hosts Thx Official
S III is rlcrt lrrpirrg ntrr' lrx rcgrrlrr-
lir,rs thrl rrill cxtt rrl t;rr lrt rrt'lils Irr
l.,r( rllni r\ irrrt.tittt-{ itr I'r,'ic, t' irr

irrtt lior r irpit:rl t itics, srrr Ir ar \\'trharr
rrrrrl (llrr.,rrgrlu. lt is rruclcrrr', hrrrrr'rcr'.
rrlrctlrt r tlrcst trcrrclits sill c(lurl thc
t'c rltrt t rl r or lxrr lrlc tar r atcs ol llrt'
Slx r i:rl [-r orr,rnrit Z()n('s ( l 5 l)( r( (,r1r )

r)r' lh( rulr\ lll.rt al)l)l\ to ft,teigrl
l r r \ r ' s I r r l ( ' r r I \ irr tlr| r,1r|rt r,,,rst.rl r itics
(2.1 lx.r'( (.lrr)

[.t glrl (iorrrrrtitttt tler'tionr rrcrr
Irclrl irrrrnc<lilrtclr plrct,rlirrg thc lrrn-
tlrt.orr to sclut ofllct,rr lrlI 101)2-1lli.
l.Lrtilll lILralt ol (i,u(l('rl Ih(rllrcrs
rr,s r r-r'lt t tt.tl rorrrrrilltt rlr;rittnatt.
u lrilt' \rrur r Iltttpltr ol Skltl<lt'rr.
.\rpr. Slatc, Ilcaglrcr & l'Irrrr rras
choscrr vi<'t c'Irlrilrrrrrrr :rl(l \lirtllr('t\'
Bt't sarri ol I'rul. \\i iss. Rillind.
\\'lrar'torr .t (i;rr tisrrrr was n:trrrcrl
s('( l (.1ilt \,/lr( rsulr l.
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()rr .lunc I, tl:r.' (iorrntil s Lt'g.rl

(;{}nrrrittc( lrostt<l lr Irrnr'lrcorr uitlr
.Jirr \irr. r,,rrrrrri'siorrt l ol (.lrttr.r'.
Stirl( 'Iilx l]rrlcau (S I B). at tltt'
Irnilc(l Nitti(,n5 iD Ncrv \irrk. .lirr
slxrke plirrrar ilr orr (llrirrl s I 1)1) I

I.()r-cigr In!r'stllr( rrt !-lllcr l)! i\c ilrt(l
I.irlt,igrr l..rrtcrlrrist, lrrcorrr, lux Llrw.
l'lrit lr rrrrifit'rl (llrirra ' prcriotts Iot-
cign irrvcstrrrrnt tax lcgisletiol: (.ri,r,

l'fu (:Bll. S(.1)l corl)(,r'-( )( t(,lx r ll)1) I .

p.l!).
( l rrlrn iss ioncr' .lirr slrirl the SIt)

rle.igrrrrl tlrr l.rrr t,, Irt,,tlr t (.lrirr,r.
n:rli()llal iDtrre\t. t() (()ru il)ul(' l() tlr('
oPcl <l(xrt policl. arr<l to lirlkrw
l( ( cl)led il)tcr-natior)itl l)lirclicrt (,n
t.l\ r\\ll(s. Ii',|\rIIr( r,,tItrtrttr',I li,t-
cign inlcstnrcrrt iu (lhirra. tar ollr-
tials rttrtrtute<l tlrc nc$'lirrr ({) ilt(,i(l
irrr rr..r.trrA t.rs lrrrrrk.rr. lr rrrrllilrir,.i
inrt'strrrcrrt int't'rrtives. (i{)rrsistclt
rvitlr thir :rpprouth. .lirr r:t,tt'<1, thc
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World
Economic

Develooment
Goigress,

lggzcNNWorld konomic

Development Congrus

"Building the Integ^ated

Global Econom/'

Septeml,er 17-20,1992

Washington, DC

HBIY Klsstr{c[x - an{$rd\
l^r!,rx $r]{$drra Ai

ArDlln D! IEL - ,n&nx
GEiFAt. GAn

For Registration & Information

(61D 4s7-7900
rAx (617) N7.7937

'tq

CNN will convene tlrc World konomic Develop-

ment Congres on September 17-20 in Washing-

ton, DC, the first major intemational conference

dedicated to "Building the Integrated Global

Economy."

Inunediately preceding the IMF/World Bank

Arurual Meeting, the Congres will offer a global

forum where public and private economic devel
opment leaders can establish new busines and

hade relatiorships and explore market forces,

competitive strategies and inveshnent opportuni-
ties worldwide.

Dlegates to the Congress include multinational

CEOs, rnior govemment & colporate develop-

ment officen, planning marketing, busines, ir-
vestrnent, and economic Ieaders worldwide.

Program Ieatures indude:

.CEO Swnnr, gathering the leaders of the

world's largest multinational corporatiom for a

by-invitationonJy forum;

.Ecottomc Poucv & Moxrrnvc Suwn,
exploring the intemational conditiors necessary

to athact new inveshnent and develop and mar-

ket a country's assets;

. INsrmmon,qr ll"l'rsrons Sumn, analyz-

ing indeptlr industry and country specific invest-

ment opportunities;

.Lercu Scelt Ixrnlsrnucrunr Swun,
examining the selJing, financing and conhacting

of major engineering, telecommunications, con-

sbuction and manuJacturing prqecb;

. HvpmctowrH SuMMlr, uncovering the

secreb of fast growth and global expansion;

. Exrq.rnt Worxsgops, targeting opportuni-
ties in specific vertical markets and indusEies

such as agribusiness, mass hansit, health care,

biotechnology, and hazardous waste.

. ltrnmnnoNll Busmrss Cuwm, offering a

unique opportunity to showcase producb and

services to a high level global audience.

the World Emnomic Development Congess will
enable you to establish key intemational relation-

ships to help your firm compete in today's chal-

lenging world.' world Eononi. Developmcrt Congrs . lley Colony Coiporrte Gnter . lqlo Vi et Smer, Suite 3100 .
walrhrm, Misichusetr LlsA 02151 .
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Interview
Shnnghai, China's largest city, futs alwa2s been the cmmtry's mnin f-

rm.ruial and. indtutrial crnter lts maym, Htnng Ju, recmtly uisited
thz United States to commemorate the 20th anniaersary of thc signing
of thz 1972 Shnnghai Communique, uhich ofuially mnrked the tlnw
in Siru-US relatirms and paued tht uq "for Chirn's opm dom poliry

in 1978. Associate Eiitm Varussa Lifu Whitcmnb spohc uith thc
rutlor abutt recent dtaeloPmtnts in Shnnghni.

Tell me more aboul the latesl
deueloprn?nts in lhe P dong Neu

Widening the Open Door
of) Sir." w? int?ft,ieu?d )our Pftdc-

\. ccssor, Zhu Rongjt, wa ) tuo
)ears ago (see The CBR, Seplcmbcr-
Odobff 1990, p.50), hou has theloreign
investm?it .lifiate in Sharghai pro-
gtessed?

I There have been many improve-
.fa. -entr in lhe (ity's irrfrastruc-
ture, for one. tn 1985, Shanghai had
a total electricity output of 2.5
million kw, but now the total is over 4
million kw. In fact, we have a surplus
where we used to have electricity
shortages. The pattern of electricity
use has also <hanged. Now there is
less energy consumed at night than
during the daytime, which is one
indicator of greater industrial activ-
ity. At the same time, the gas and
water supply systems have been
improved, and the city's telecom-
munications capacity is being rapidly
modernized.

investnrent guidelines and regula-
tions. Tax incentives for f<rreign
investors are excellent-they're
more attractive than those in Hong
Kong. In the Pudong New Area, such
incentives are equal to or better than
those offered in any other area of
China (see The CBR, November-

ln addilion to the
rctait seotor, ]ve
ate expefimetrting
wilh involvitrg
foreigners in the
insurance hrsiness
in China.

December l99l , p. 30). For example,
income tax for foreign ventures
operating in Pudong is only l5
Percen(.

The Shanghai Foreign Economic
Relations and Trade Commission has
strived to simplify the application
and approval procedures for foreign
investors looking to set up in Shang-
hai. A Foreign Investment Serrire
Center has also been set up to advise
potential investors. Most important,
however, was the decision to decen-
tralize the approval authority. n-o*,
foreign investment involving less
than $5 million can be approved at
the district or county level.

I TIrcre lrave been trenrendous
.f1'strides irr r():rd trrnsp(,rlation.
port facilities, and telecommunica-
lions infrastruclrrre in Pudong. The
Nanpu Bridge to tlre Pudr>ng New
Area was cornpleted last year. A
serr>nd bridge connecting Pudong
with the I'uxi district across the river
will be finished bv the end of 1992.
B()rh bridges have been financed
through Asian Developrnent Bank
krans.

Eight new foreign banks have been
granted authority to open branches
in Pudong, in addition to the four
banks already operating. These banks
will be allowed to issue credits and
loans, but will be restricted to for-
eiBn-currency transactions.

Construction is also underway in
the Waigaoqiao Free Trade Zone, the
6rst such zone in Clhina. The zone
will Irave extensive port facilities, and
will allow foreign investors lo engage
in entrepot trade.

We feel that f<rreign investors
continuc to be rery interested in
Pudrrrg.'I'he rrew f)u Pout enterprise
will soon starl production lof the rice
herbicide l,ondaxl. Other foreign
c(,nlpanies based in I'uxi-including
Xerox, Squibb. Foxboro, and Coca
Cola-are lrxrking to exparrd their
operatkrns in Pudong.

o Whal sleps ate being lahen lo
mahe th? til, mor. atlradioe lo

I Foreign irtlestrttent in Shanghai
fL rose sharply last year r(, g450

million, a 20 perccnt jump over the
year before. But in the first four
months of 1992, the figure reached
$600 nrillkrn, s(' lotal foreigrr invest-
ment this year is sure tr) be mu.h
higher than in 1991.

Shanghai has always lrad strong
support rnethanisms for foreign in-
vesrors. The city is knowu nationwide
frrr its econonric development and

There have becn rumo6 lhal
loreign businesses uill be allouted
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lo g?l i,tltolwl ir olh?r r?ntift itul ri,l
in Shanghai. ls lhis lrue?

A \tr, Ii'r [ilrt rirrrt. irr (ihirrr,
A 1,,,.ig,, lrrrrirrcss< s rr ill lx,.thk.to
cng.rgc ir rct.ril lrrrsrrrr.ss irr Slr:rrrglr,ri.
'l lrr' [ir':'t :r1rpr,,rctl roo;x,r'.rtiorr irr
rlrc Ietnil \e(t()r'i\ rrith thc Yuoh.rrr
l)clrartnrcrrt Stort, ol'.lapan. r\rrrl wt
iu-c c\pct inrculing rritlr inrolrirrg
[orcigners in the instrrant'c l>rrsirtcss
ir ( lllina. \li' ( an l rliscrrss aur tlclails
()r) lhis us tll(. pr'()p()sals at(, iI tlte
regori,rri()r \rirl.{c.rr rlri\ lxrirt, lrrrr irr

I)r'il( il)lc :lr(l yxrli< 1, rlrr. cirl has
:rgr ( ( (l lr,.rlL,rr lor cigrrt r s l(' l). 'ti(i-
piltc ill lhis scct()r'.

I wottld like to see
the city's GtP
double wi|hinthe
next 5 years, and
double again in lO
yeats.

o
I I trottll likc to rcc tlrt r iry's (i\l'

fLrlrtrlrlc rvitlrirr tlrt rrcxl 51'c.us,
tnd rloublr again in l0 vears. An-
other priolitl sill be the.()rrpleti()n
ol the first stage ol the l'trrkrrrg Nen'
Alea, inr ludirrg tlrt \4raigarx;iao l'ree
'l'racle Zorrc.

GLASSIFIEDS

l-ca<lirrg US spinrrel of cashmere
yarn scr.ks nrgr ol rlualirv c<lntrol.
Pcrsott tlltrst have grxrd trlalh skills,
<apablt' oI solving probs relating ro
nrfg. Krros lt dge of tcxtile varn prod
prcf. lllusl be lluent in I{andarin and
l,rrg & hv rcsiderrt status to allow
rxlas I rips l() (:hinil t() purchase raw
nrats. l'osrr l(xate(l iD (:harl(xte. NC.
(irtrtact: Anricale lndust ries. 1375
l]roadwav, NY. NY I0018.

CI.ASSIFIED AD RATES

Seekingjob in US-China business. l2
lrs exper in lield: as liaison. atty,
r'onslI. Educ: Beijing Lr. JI); tl of Ill,
MBA. Skills in invst. nrrkt in China.
Oall: Ohen Jian 211 /32a-642O.

,{sian Studies BA (Darttr(ntth) seeks

i(r). Fluent (lhinese, 3 vrs work exp
in (lhina. Contact: lltatt Roberts..lirll
l'lctchcr Rd.. \Vayne. PA l1)0U7.'li'l:
215/6tt7-3598.

LIS$10/line. 36 charactels pel lirrt'.
incltrcling all spaces & punt'trraliou.
Four--line nrininrurn. Subrnit only
typewlitten rds and ser(l with pay-
rncnt 6 \,reeks before issue datc to:

(lllR (llassilierl A<lvelt ising
I l.l llt N Sr.. NW
suirc 500
\4':rshirrgtorr, lX: 2003(i tlSA

THECHIl{A
BUSINESSREVIEW

Septembcr-October
Environmental Technology 0pportunities in China

Chinese Joint-Venture Managers

November-December
China's Consumer Market

Telecommunications and the 8 FYP

Plus interviews, case studies, trade statistics & morel
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O ,0" .\huttghrtt *, ur ir t.x-
\- r h,tugt h \ Kt ntt nnth ltn-

ftn -tnrl nttth t ttt trtttlt- 'nyul ( )tt
yrtu hrtng u.\ il, l0 lul? tn Pr. l
t t.l it, il it,\ 0u lht txrhangc?

I Slr.urglr.ri r crr lr.rrrg<, rrrll lrr. rlrt
-fL l,ig,I,,,r irr (.lrrrrrr. S. I;rr YY.i
lrillirrrr-ii billiorr lr:rr lx rrr i.srrcrl irr
lxrrrlr, rrtrrl l(.ulr Y:iO{) rrrilli,,rr irr
stocks. l.ast vt at' lhc cxchalgt. isstrc<l
s1>ct ial "[] sltarcs [it lirrcign irlrs-
t()r's, an(l tlris It'ar"s plarrs call Iirr
ar()lh('r $ 100 rrrilliorr irr ll shalt.s to
he issucd. 'liarlirrg ol tlrcst.shalt.s has
bcen blisk.

'[ ll(] rtrrrulrt'r ol t oDrp llies tllirt will
lx. listerl orr the (.xclral,l(. will rkrrrblc
I Itts rr.rt. .rrtrl wr' r'xPct't tr'.rrlirrg
rolurrrc to incn.asc l{)-lirl<1. lrr lirct. il
any other tity irr (lhirra issrrcs slocks
att<l bonds. thcr will lle listc(l ()n thc
Sharrghai cx<lrange. which will lirrr<-
ti()n ls tllr (()untr-v s nraitr excharrgc.

ll'hol ate lour goth Jitr Shtngluti
i lh? n?xl 5- lO t?ars!

POSITIONS WANTED POSITION OFFERED

Fllmffiadforffilae
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fi'41rft Bookshelf

China on the Edge
The Crisis of F.colog and, Deuelopment

I
the past 30 years; by 1977, erosiort
and deserti[ic:rtion had clainred
nearly I rrrillion sq km of arable
land-an area equivalent to the
t ombined acreage o[ (iuangdong,
CuanSJxi, and Sic[ruan provinces.

While the nunrbers nray be stun-
rrirrg. tlre r eal valtte of t his hrxrk lies in
He's lnacro approach to clevelop-
nrent. [-ike Vaclav Snril. whose Iru-
nrerous volunres h;rve l:rid a fratrrc-
work for the study of China's
environment, He Brx-huan sounds a

cry of alarrn at the unsustainable
nature of Chinese developurent. How
can China quadruple output by the
year 2000 (a goal statetl by Deng
Xiaoping in 1979) with only twice the
energy production-2 fgi11 n1v sl;vn-
try has beel able ro achieve? Hallway
tow;rxl that larget date, China's
ener-gy use per unit ol CNP is the
highest in tlre world: while total
eoe.gy use is roughly equivalent t<r

that ()f -Japan's, China's GNP is only
one-sixth that ofJapan's. 'Ihe book
details other. fundarnental contradic-
ti<lns in (lhinese policies towitrd
investolent, a6;riclrlttrre, lransp()rta-
tion. and cdtrcation.

Wheo published in (lhina, this
b(x)k startled nran,v ollicials in Bei-
jing, and its author, a leclurer in the
philosophl departnrent oI
(;uangzhou's Sun Yrt-Sert [Jniver-
sity, was re< ently deniecl a passpor-i lo
attencl an international ertvitnnnten-
tal confercnce. What Beijing does
n()t wiult l() hear, however, nray not
translnte int() a rallying t ry lor
;rrllenced environnterttal lecltttol-
ogies. Tlrough argtring that (itrina's
politics plirce the country on a

collision coursc f<rr- elvironntenlal
disaster, He does not seenr particu-
larly colvinced that inrp()rted lectr-
nologies or firreign aitl will alleviate
China's pxr[rlems. Instead, funda-
lrerrt:rl r hurrges irt (lltirtl : er'ott,'rtrit'
devel()pnrent strategy are needed trr
lralt the "t()p three polluters" of
"bureaucratisnr, ignorance, and pov-
ertl." Vi-W

Books Receiaed
China at the Brinh: The political
Economy of Reform dnd Retrenchrnent
i, the Post-Mao Ero, by Peter M.
l,i(htenslcin. Nerv Vrrk, NY: Praeger
Publishers, l99l . 159 pp. $42.91-r
hardcover.

China Breifing, I99.1. eclited by Wil-
Iiam A..J()seph. Boulder, CO:
Westview Press, 1991. 213 pp.
$34.U5 hardcover, $ 14.85 softcover.

China: Implementation Options for
Urban Housing Reforra, a W<rrld Bank
Courrtry Stucly. Washingtnn, DC:
World Bank Puhli<:rtions. 1992. 172
pp. $l1.95 softcovet.

Chinese N egotiating Style: Commercial
Apprcaches and Culturol Principles,
by l,urian W Pyc. New York, NY:

Quorunr Brxrks, 1992. I l9 pp.
$42.95 hardr ovcr.

h\ It? Bo(h1tan- San lntncitto, OA:
Ohirttt Roohs urul Poiotlita.ls, lnr.,
lL)91. 20ll fp. $29.9, hardcorcr,

$ 16.9 5 soJicoter.

While tlre Iitlc, c()tei ph()l(), iln(l
jackct of tlris brxrk 1>rcparc the
rearler- Iirr- a tr'eatise otr (lhina's
crrvirrrnrrrcntal problenrs, this rrrlunre
Ir:rs a nrrrch l>r'oadet-stope. O,/tinn orr

th, 1.,1g,. wlrit'lr rv,rs fir*t Irulrlislrcrl itr
(lhincsc in l!)88, is t'sscntially a

plilrer on tlrc lirll r_arrgc of bartiers
l() c('()n()rnic rlevclopnrerrt. While
He's analysis is confine<l to (lhitra. Iris
sonrctin:t s slrocking exilnrl)lcs ()l c()r-
nlptir)n, traste, artrl envit onnrental
tlcgra<latiorr coukl.jrrst irs easill ltave
t'onrc Irrrrrr Irtdia, lllexito, ot- anv
rrunrlrt'r' ol_ tlcvckrl)ilg (()rlnl r'ies.

l'or the (lhirra harr(1. su(h trles
rrrrrkl lor sr irrtill.rtitrg ttrrrlittg. St.tti.-
tits orr pollution, water rcselves,
rlclirlestation, rlt'scr-tification, eto-
siorr. ;rr<l other- environnrental indi-
('itl()rs are harrl to corrre by in (ihina,
so the rvell-docurnentcd Iacts anrl
figules alt' srrrc to satisl) those
Lxrking to (lurntily sllch Ia(l()rs.
At t ording to He , a t;rrartcr of'
(.lrirr.r'. Ii'r<sts lr.rrl rlis.rIpe.rt'etl itt

Laogai: The Chinese Gulag,
Hongda Hirrry Wu. Boulder,
Westview Press. 1992. 247
$34.95 hardcover.

by
CO:

PP

Legal and Policy Issues of the Trade
and Economic Relalions betueen
China ond lhe EEC: A Comparatiue
Stady, by Hu Yuanxiang. Deventer,
1'he Nethcrlands: Kluwe! l-aw irnd
Trrxation, l99l . 415 pp. $ 102 00
soft<'over.

Organizatioa ad Management tn
China 1979-1990, e<lite<l by Oded
Shclkar. Arrnonk, NY: M.E. Sharpe,
l99l . l8l pp. $:i5.00 har<icover.

fH Ec'Itlsl sor

D

ANDGY_oLo
EC
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Prioate Busitess in China: Reriaal
betu)een ldeologt and Pragmatism, by
Willl Kraus (translated from Ger-
nran). Honolultr, HI: tlniversity of
Haw:rii l'ress, 1991. 246 pp. hard-



Barefoot
Venture rnul

in the Boardroom
Misod,uenture in thz People's Republic of China

Ptrrves' eventual success in running
(loldland must partly be credired to
personal character.

Purves assunres Bararor's audience
has rro fanriliarity with hrrsiness in
(lhina, st> he thoroughly and
thoughtIully guides the reader
through the rnaze of China's business
practices. Starting with a humorous
and detailed physical description of
the (ioldland olfice-*here water
pipes and white-oul are the cultural
r urrrncy o[ excharrge, paper is in
short supply, and work is an all<la1
drop-in nreeting-Purves widens his
circlc ol obsen'ation with eactr chap-
ter, introducing the reader to rhe
lact()ry's w()rkers, lor:rl party rnem-
bers, and the overarching central
planning system. Tlre :luthor always
stnys tightly within the sphere of
factory nranagenrent, and keeps the
full atterrti()n of the reader, whether
he is describing the pedestrian fare
doled out in the <rrrrrpanv dining hall
or the inrpact of Marxist econornic
planning on business interactions. As
if to underscore the vital role that
personal corrnections, payoffs, and
kickbacks play in China's economy,
one of Puryes' last chapters outlines

banquet etiquette, covering every-
thing from the lighting of cigarettes
to the tunes crooned at tipsy
singalongs.

While the lbibles and follies of
Goldland's operations nray elicit soft
chuckles of recogniti()n fronr sea-
soned foreign managers, newconlers
to China will find this small book a
valuable inlroduction to the ever l-dav
problems that plague Ohina business.
Moreover, they can avoid future
frustration by learning from Purves'
experiences with such fundamental
issues as electricity supply and pack-
age handling; conlionted with a

Bargantuan, byzantine bureaucracy
and an antediluvian communications
system, he always maintains his conr-
posure and good hunror. And while
Purves' descriptions are keen, he
avoids generalizing and never grows
preachy. His unstated f<rrrnula seems
to be one of understanding, adjust-
ment, and plain doggedness. The
perseverance, wit, and intelligence of
Purves and his Chinese collcagues is
inspiring to would-be joint-
venturists. Such reassurance is per-
haps Barehot in lhe Board.ro<tm's great-
est contribution. 

-AAF

Coping with (lrickens squawkirrg
berrearlr the of6ce desks and ensur-
ing product quality werejust two of
the challerrges Rill PuNes faced
during his two-year stint as general
manager of Goldland l,td., a Sino-
Hong Kong joint-venture (ast ir()n
factory in Caozhou, Guangdong.
Despite a few years' resirlerrre in
Hong Kong and arr understanding of
the Canlonese dialect, I'urves had
had little exposure t() mainland
China trefore taking the position and
learned Chinese business pra( tices
the hard way-on the j(,b.

To help newcomers learn I'rorr
his Dristakes, Purves has sumnra-
rized his experiences in this delight-
ftrl book. Whether' dealing with
procuretnent, labor, productiorr, ac-
couuting, banking, shipping, or cus-
tomer relations, Purves provides a
clear-eyed, personal a<'count of the
obstacles lhat challenge westerD
managers in China's cenlrally <rn-
trolled ec()no0ry. Judging by the
open and easy t(,ne of his book,

Direct Inaestment and, Joint Ventures in Chirm
A Handbooh for Corporute Negttiutors

b James E. Shapiro, lath N. Behrman,
Willian A. l'ischel atd Simon C.
Pouell. Neu Yorh, NY: Quontm Rookt,
1991. )28 pp. $15 hard.coucr.

l-his volurrre is thc ploduct o[ Iirur
auth()rs. wh() havc prxrle<l thcir cx-
pcrien<e irr ar'aderrria arrd tht torpo-
ratc rsorld l() (realc a 'll(,$-t()"
han<lhr,r,k ott rlirt.tt irtr(\ttIet!t itl
(lhina.'l'he book is a srnorgasborl of
histor'), ecortomic dala, busirress an-
ecdotes, and a<lr'it e on rontract
negotiation arrrl otlrcr issrrr.s. !l hile it
possesscs clear chapter headings arrd
a ccrrnprelrensive ivlex. Dirert Inrest-
mcnl sufl-ers from a liu:k ol f<rcus arrd
an unclear sense of audience.

Supposedly largeted at (()rp()rate
negotiators, nrrrch of this b<xrk deals
with topics of less than immediate
interest to this group o[ readers.
Corporate managers, f<>r example,

nray har'c lcss need to rcfer to the
scten basi< <orrtcpts of Confucian-
isrn than t(, the ularket and legal
ittlirttttatiott. ultltouglr tlrc frrrrrret is
hclpful in un<lerstanding the ctrltural
rtrilietr withirr whit lr thcl will operate.

'Ilrc [r<xrk's tighrcst anrl stl()nBest
chaptt-rs crpl<rre pra.ti(-al (()nccrns
such as thc legal franre\r()rk Ii)r dire( l
inlcsturent. nrarket and distributtrn
syslcnrs in (llrina. the use of (:hina as
e pro<lttr'tiotr base, arr<l Ilte ncg()tia-
tir)n ln(l iurplerrrcrrtution of joirrr
ve ntur-e rgreerlents. (lhaptcrs l0
and ll, in pirrticr,rlar', contain a
skillfttl blend of pragnratic advice on
negotiating and operating joint l'en-
tures, highlighted by nunrerous case
stttdies. llere one of the author's
extensive experience with tlre Xerox
joint venrure in Shanghai proves
valuable. 1'lre reader is rewarded with
a detailed chronology of negotia-

tions-fr()m initial meeting to sign-
ing of the c()ntra( t-that took place
over a period of nine and onc-hall'
years. One wishes the timeline ex-
tended further through productiorr
stalt-uP.

While Dircrl /ruc.ltmerl pr()\'ides
useful inf<rrnration Iirr f<rreign corn-
panies considering an invcstnrenl
project in China, it rould beoefit
fronr rnore up-to-date statistics (sorne
go up only t() 1986) and tighter
ediling. Its sagc advise on lrow to
prepare (()rporate heutlqrrarters for
the protracted, sometimes c()n-
frorrtational nature of joint-renture
negoriarions, however, nrore than
conrpensates f<rr these sh()rtcom-
ings. 

-H.M. 
Skilling

H.M. Shilliry is a s?nior tunsultont ol
Deloitte, Touth", Tohmatsu in Washtrtg-
ton, D.C.
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b1 Bill Purves. Notth SrdneJ, Auslralia:
Aller U Unuir Pty Ltd., 1991. 177 pp.
$ 19.95 softtover.
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China Business

Val Huston

The following tables contain recent press reports of business contracts and negoliations exclusive of those listed in previous
issues. For the most parl. thc accuracy of these reporls is not independently confirmed by The CBR. Conlracls denominated in
foreign currcncies are convcrted inlo US dollars at the mosl rccenl monthly average rale q\roled in lnternationol Financiol
Stotisti(s (lMF ).

US-China Business Council member firms can conlact lhe library lo obtain a copy of news sources and other available
background information conccrning the business arrangcmenls appearing below. Moreover, firms whosc sales and olher business
arrangemenls w ilh China do nol normally appear in press reporls may have lhem published in l/re CBR by sending thc information
to thc allention of rhe Business Information Center at The Us-China Business Council.

Computers and Computer Soltware
SALES AND INVESTMENT THROUGH
May 6, 1992

ForalCh party/Chlnaaa parly
Arranoamant, valua, tnd data aaportad

Othet

ICBC/Bussla, Ukreln6, lJ:beklstan
Wi lop€n branch o,lices.4/92.

ICBC/Slngaporo
Opened represenlalive ollice. 3/92

Chem ica ls

lnveslmenls in China

Banking and Finance

China s lnvestments Abroad

Construction Materials and Equipment

Other

Consumer Goods

lnvestments in China

Sharp Corp. (Japan)/Shanghai Radlo & Televlslon Co.
Will €sleblish e loint venlure lo produc€ arr conditioners. house
hold appliances, and copying and lacsimil€ machrnes. S30 mil.
lron 5/92.

Olher

EnlChom Synthosl!, a subaldlary ol Enl Chomlc.l SPA
(llely)/Tal ng G.noral Chemical Foclo.y

Established lhe Tarcang Eni Ch€mrcal Co. Lld. rn Jiangsu Prov
ince to produce low pollulion psstrcrd€s. $20 mrllion 4/92

Falalon P!rlna Ov6rcees Baltery Co. (US)/Balllng Batlery
Facloiy

Estabhshed lh€ 8€rjing Everoady Co. Lld. tornt venlur€ lo pro
duce zinc-manganese baxe.ies. $12 5 million. (US:59% .

PRC:41"/")- 4t92-

Mstrushlta Eloctric hduslrlal Co. (Japan)/Jlnyu Electrlcal
Appliance Co.

Established a washing machine prnt veoture rn Hangzhou. S4.78
mrllron 4/92

Dalccl Chamlc.l lnduslri.s Lld.3nd Mitsul & Co. (Japan)/Hulan
Chomlcal Worka

Will establish a loiol venlure rn Xian to produce 8,000 tpy of
acelale cellulose low t,be.lor use rn cigar6lte ,illers. S39 million
(Japan:30% PRC:7O"/"I 3t92.

Wall Olsnoy Co. (US) and Vlgor lnle.nollonal lnc. (Tslwen)
Signed agreem6nl to sol up sal€s counlers in 20 lsadifig deparl
menl slores in Beijing, Shanghai, Guangzhou, Wuhan, and
Shonyang.3/92.
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f*oflh

Chlna Hewletl-Packard (USyB€lllng Legend Compuler Group
Corp.

Willjoinlly develop Chrnese character rnk.j6l and laso.-jol
prinlers.4/92.

World Bank
Will provide loan lor the devslopmenl ol cem€nl produclion and
dislribution racilitiss in Tongllng, Anhui Provinc€i Ningbo,
Zhejiang Prov nce: and Nanjing, Jiangsu Province. $87.2 million.
3192.

_l
Abbr€vralron3 us.d lhroughoul 16rl BOC Ba^t ol Chrna, CAAC Crvrl Avr.lron
admrnrlrralron ol Chrna CAIEC: Cn.na Nar.onar auromorNo lmcon Expon Corp,
CATIC Chlna Nanonal Aoro-Tochnoroqy lmpod.Erporr Corp . CCTv Chrna Conl.al
Iersvrs,on. CEIEC Cn.na Eloct,oa,e l6pon Erpo Corp. CEFOITFOODS Chha
Na|onal C6r.als, O'l .nd Foodslutis lmpo,r.Erpo^ Corp r CHINALIGHT Chrna
Narronal tlght lndusrnal P.oducrs hport.Erport Co.p , CHINAPACX Chrna r,{alional
Packaqrnq lhporr.ErOon CoD . CHINATEX Chrna Nanon.l 1-rlrls lhpon.Erpon
Corp : CHINATUhSU Chrna Nanonal Natrvg Produco and Eyproducls lmpo,t.Erpon
Coip ; CITIC Chrna lnro.naronal Trusl and lnveslhonl Corp , CITS Chr.a
r.r6rnaronar T.av6r S€turco, CMC Ch'na Naronal Ma.hlnory Inporr-Erpon Corp..
CNCCC China Nanonal Chem rcal Cous&u.tron Co . CNOOC Chrna Nalional Ollshor6
Oil Co.p., crlEcr China NarronEl Tochnrc.l lhpon Erpon Co,p, ETDZ Economrc
T€chnologrcal Devolopm6.r Zone. |CBC lndusrnal and Comm.r.ral Eanh ot Cnna.
INSTFIMPEx Chrna Narronsl lnsuumsnrs lmpon Erporl Cory rMLl Mrnrsl.y ol LEnl
lndusrry: MMEI: Minrsrry or Ma.hrn6ry a.d Elsckonrcs lndu6lry, MOE Mrnrslry
ot EnErgy, MOtr Mr^'sl,y or T€rl'le l.duslty. MPT M'n'3try ol posts a.d
Telscommun'c.l'ons NA Nol Ava,lablo, NOSTIC N.l'onal Del€ns6. Sc'€.c€.
Ts.hnology. and l.dusrry Com6rssron. NORINCO Ch,na Norrh lnousr,os Co,p . SEZ
Spec6i EconomE Zon6, SINOCHEM Chrna Nsl,onal Chen'c.ls l6pon.Erporl Corp .

SiNoPEC: chrna Nanonar Psroctom,c.l corp . SINolRANSrChlna Nsr,onbl Forergn
Trad. TransDortarron Corp , SPC Srar6 Prannr.g Comm'ss'or uNOP unrled Natons
Dev6lopmonl Program

+ ,1.

fla



Electronics

Food and Food Processing

lnvestmenls in China

McDon.ld'! Corp. (US)
Opened a McDonald's restauranl rn geili.,g.4192

Foreign Asslstance
World Food Progrrrnme

Wrllprovid€ ard lor a projed in Yunnan Province aimed al land
rmprovemanl. increas€d lood produclion. and grealer environ-
monlal proteclion. 314 mrllion. 4/92

Machinery and Machine Tools

China's lmports

C.lllornla Sl.el lndustrles lnc. (US)/Shougang lron A Sloel Co
Will ssll equipmenl, including lwo 220.lonn€ conve(ers and a
conlinous slab casler. 3/92.

Other

Metals, Minerals, and Mining

llll3ul Buseam Co. Ltd. (Jepen)/Bao!han lron 6nd Steel Complor
Sign€c, agroomenl lo cooporale rn lrad€ and produclion ol iron
and sl€e1.4/92.

Other

Packaging, Pulp, and Paper

lnvestments in China

Petroleum, Natural Gas, and Related
Eq u ipment

lnveslmenls in China

Eill Corp. (US).nd FTB P.ck.Cln9 Ltd. (HK)
Will upgrade melal b€verage-conlarner manutaclurlng tacililiss
rn Guangzhou and Norlh Chrna by 6r6culrng managemenl con-
tracts, supplying lechnrcal assistance. and acquiring equily
interosts. $6 mrllion. 3/92.

Chh Th.l Group (Th.iland)/Li3nyungrng ETDZ, Jlang!u Provlnca
Established the Lianyungang-Chia Thar Fe€d Co Ltd. joint ven-
ruro lo produce chicken feed and broed chickens. $12.5 million.
(Thailand:70%' PRC :30"/"). 4/92.

Austtrllan Whoal Board and K!ok Gro!p (HK)/Ccreolllood
S.lllng

Eslablished a joint ventur€ to construcl a llour and 16ed mill
S14.5 million.3/92.

Amoplcx Orlonl lnc., a subaldltry ol A.nopler Ltd. (Australla)/
cNooc

Srgned conlracl lor orl e,(ploratron rn lhe 12O sq km, l7-22
orlt16ld rn lhe South Chira Ssa.4/92.

Bonu. Co. (Ocnm.rk)/CTIEC
Wrll use Danish gov€rnmonl lunding lo s€ll lour wind-driven
generalors with a capacity ol 1,200 kw lo Xrnjiang Province
$800,000 granl, $800.000 loan. 4/92.

Power Plants

China's lmpotts

GEC-Alarhom (UK-Franc6)/GuEngdong G.neral Powcr Co.
Wrll sell lwo 655mw coal.lirsd un,ts lo lh6 Sha|ao C planl, lo b6
burll60 miles soulh oJ Guangzhou. tl billion.4/92.

Nuclear end Fossil G6n6ratlon ot Elactrlclte da Frence
(Fr.nc.)/G!.n0dong Nuclear Pow.r Jolnl Venlurs Co. Ltd.

Will provid€ dala and emsrgency s€rvrc€s to !he Daya Bay
nuclear power slalron during conslruclron and lo train produclion
personnel 4/92.

Other

Property Management and Development

lnvestments in China

Hllachl Lld. (J6p6n)/Shanghsl Rotrlgor6lor Compres30r Faclory
Wrll sell !echnology for the productron ol compr6ssors used 1n

household arr condilioners 4/92.

Chlna Resources Co. Lld. (HKyHuallan Commercial Buildlng
Wiil sstablish the New Shanghar Emporium joinl,venture deparl.
menl slore rn Pudong. S100 million. 4/92.

Fortunc Co., a parl ol the Ch16 Thal Group (Thelland)/Shan0hal
Lull6zul Flnanclal Oevelopmonl Co.

Willjoinlly develop 40 ha ol land rn Pudong. $2 brllion. (Thar.
land 50% PRC:50%) 4/92.

Aalrn Oavolopmonl Ban* (ADB)
Will provide loan lo mod€rnize and €rpand lh6 Laiwu lron and
Stool Mill in Shandong Provinc6 $133 million.4/92.
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Xum.g!l Guml Co. (Jep.n)/Y.ngpu, Halnrn Provlnco
Srgned a 70 year lease lor 30 sq km, at 51 cenls per sq m. to
dev6lop an indusrrial park and port.3/92
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lnvestmenls in China

Phlllp. El.ctronlcs (Neiherlands)/Suzhou TV Sat Factory
Establishsd the Philips Consumer Electronrcs Technology Devel'
opfilenl and Manulacturing Co. ol Surhou Lld. Joint vsnlure lo
produce 14rnch.21-rnch, and 25.rnch lelevrsron sels. (Nelher
lands:51 % - PRC :49a"). 4t92.

ArIP lnc. (US)/Shrn0hal Eleclronlc Componenl. Corp.
Op€nod the AMP Shanghar Lrd lornr vonrure ro produce electfl-
cal and oleclronrc conneclron devrc€s.3/92

Carl Karch.r En16rprises lnc. (US)
Opened a Carls Jr. reslauranl rn B6rjrng. 3/92

Au!trl./Chln.
will provid6 solt loan !o rinance lh6 purchasa ol Austrian goods.
$83 million.3/92.



Chlne/UK
Will invesl in the Coombe Abb€y Counlrysrd€ Park leisure devel
opmsnt in cooperalion wilh Saudi inveslors. S34 million. (Saudi
Arabia:68% . PRC:32%) 3/92-

lnvestmenls in China

lnvestmenls in China

Transportation

lnveslments in China

Olher

Telecommunications

China's lmports

Balglum Bcll Tel.phon. Co. snd Tllwln lntomallonel Stand.rd
El.clronlcr Lld./ll{STnIUPEX .nd CTIEC

Will us€ 86lgian gov€rnmenl loans lo s€ll 160,000lelephone
s€ls, 9,700 long-dislance erchanges, and lransmission lacilli0s
S29 million.4/92.

Ilrotorol. lnc. (US)/Hang.hou Communlcetlon! Equipmont Fac-
lotY

Will soll liv€ EMX-250 €lsctronic switch€s Ior insiallation in
Ningbo, Hangzhou, Jiaxing, Shaoxing and Wenzhou.3/92.

L.il. Ericaron Ag (Sw6d.n)
Willsell mobile tel€phons squipmenl lo Guangdong. Guangxi.
Hebsr, and Honan provincos S40 million 3/92.

lkawe Tru3t Gioup (Japan)/Fuahou provlnclal govornmanl
Sign6d letler ol intenl lor lh€ consruclron ol a 280-km bullet
lrarn rarlway bolween Fuzhou and xramen.4/92-

Kasaoke Co. Ltd. (J.pan)/Shoug.ng Alr Condllioner Faclory
Wrllestablish lhe Kasaoka Yanlai Air Conditioner Co. Lld. joinl-
vsnlure to produce SK-10 series aulomobile air condilioners rn
Shandong Provrnca s Yanlar ETDZ $13.5 million. {Japan:30% .

PRC.7Ov.).4192.

Wln Holdlngs Ltd. (HX)/Zhangllagsng Porl Adminlstralion
Wrll consirucl coniarner whar, and ch€micalmalerials wharl rn
Jiangsu Provinco. $34 million. 4/92.

llrt!urhlla Electdc lndu3lrlel Co. (J3p3n)/Chlna l{ellonel Po!13
& Telocommunlcations lndultry Corp., Chlna Netlonal Postal ll
Telecorrrmunlcstlons Appllancog Corp. snd Beiiing Telecommuni-
callon3 Components Faclory

Will establish the Beijing Malsushila Communrcalion Equipmenl
Co. lo produce pagers. $2I milon. (Japan 50"/. - PBC:50'/.).
4192

Nokla Talocommunicetlonr (Flnl.ndyGullin lnslllule ol Opllc.l
Comrnunlctllona

Wrll€stablish a joinl ventur€ ro produce oplical lerminal 6quip-
menl in Guangri Provrnc6. $5 milhon. lFinland:50%.PRC:50%)
4t92

Trthan El.ctrlc co. Ltd. (RoK) end Goldcn l!lrnd G.oup (HK)/t{a
Established lh6 TiajinO Telecommunicalron Cab16 Co. loinl ven-
lu16lo produce 800,000 larg€-capacrly electric cables per y€ar
in B€ijing $30 million. (ROX and HKi65% . PAC:35"k)- 4t92-

Contrsd Ltd. (HK)/Beliing Huaxun Tclocommunlcalions T6ch
Co., Belilng Wlreles! Electrical Products Faclory end Fenglal
HuarlsnO lnduatrlal Co.

Signed agreemenl lo eslablsh a loinl venlure lo produce mobrle
lel6phon6 equipmenl in B€rtin9. $3 milliofl. 4/92.

Uotorola lnc. (US)/TiEnlln ETDZ
Eslablished the Molorola Eleclronics Lld Co. a wholly owned
enlerprise, lo produce semiconduclors. compul€a sotlvrare. pag-
lng sysl6ms, c6llular phon€s. and oth€r €l€clronic equipmenl.
$120 mrllion. 3/92.

F!ill!u Ltd. (JspEn)/Nanilng Tslacommunlcallon3 Works
Esrablishsd lhe Nanjing-Fujilsu Telecommunications Co. Lld
(NFTE) ioinl vefiture lo producs oplical 1616communicalions
Bquipmsnl. $14.5 rnillion. (Japan:40% - PFIC:60%).3/92.

Japan
Will provide loan for saslern sgclion ol lho Hainan lsland e)(
pressway. S70 million. 4/92.

Gaamany
Will provide loan for lh€ conslruclion of lhe Aeronaulic Appren-
lic6 Training Center in Beijing, which will supply technicians,or
lh€ Aircrall Mainl6nance and Engino6.ing Corp-, a Lurthansa.Air
Chrna joinl venlure. 612.5 milhon. 4/92.

Canac lnlernelional lnc., e subildlery ol Cenedlsn Nellonol Rell.
way!/Soulhwe!t Jlaotong Unlvorally

Wrlllornlly dev€lop a hrgh-spa6d rarlcar rn Chengdu. 4/92

Ercrlhcw! S.le Aviallon Corp. (t{orwey)/Xlemen Al.llnes
Wrll lease tour Boeing 737'500 arrliners to Xiamen Airlinos 4/92.

Ansetl L6asing Corp. (Australle)/Chlne Avlatlon Supply Corp
(casc)

Wilt lease two Boeing 737'300 airlners to the CASC.4/92

M iscellaneou s

U:bcklrt3n/Chlna
Signed a bilaleral rnvostmsnt lr6aly and 14 agreemenls on coop'
eration in lhe fields ol 16chnology, cullure, educaiion, transporta-
tion. telecommunicalions. 3/92.
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China's lnveslmenls Abroad Textiles

llrerlm Technology D6velopment Corp. (llK)/golllng Coal lndu3-
lry Co.

Established lhe Beiting Fasl-De€r Knitlino Co. Lld. loint ventur€
lo producs socks and slockrngs. $6 million.4/92.

China's lnveslmenls Abroad

Chlna l{atlonal Fo.alon BulldlnO llelerlals Corp./Transporlatlon
lllni.lry ot Kirgizstan

Will €stablish a bus laclory lornl venlure in Kirgrzslan 3/92.
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To MATNTeTN Youn PosrrroN Or STRENGTH
IN CHrNA You Npeo SrnoNc SuPPoRr.

You've met the challenges of

the China market and you are making

progress. Now you need to keep up

the momentum aDd to take advantage

of further business opportunities,

HongkongBank can provide

you with rhe powerful suppon it has

acquired from handling business in

China for over 125 years. Our staff

have the knowledge, experience and

expenise to help you in your quest for

success.

Whether you requirc a bank to

finance a prospectivc or existing

project, to handle your trade-rclated

requiremenls, or to provide advisory

and research services. HongkongBank

can meet your needs. Wc now have a

network of nine offices in China. and

as the principal member of the HSBC

Group, we offer the support of the

Group's 1,,100 offices worldwide.

Let us bring our strengths to

your busines development. We would

be delighted to hclp your business

grow. For more information, please

mntact your nearest HongkongBank

office.

(x}
HongkongBank
Irr Hd|l.i.l sb.ard Llta CdF.r.b. r-uc

Fast decisions. Worldwide.

BRANCHES: Shanghai 185 Yuan Ming Yuan Rood Tel: (21) 3291775. Sh.,tzh.,t llF,Century Plaza Hotel Td: (755) 238016
Xiantc,, G lF, Seaside Building, LuJiong Dao Tel: (592) 2256N

REPRESENTATNE OFFICES: Eciing Suit? l49,.lianguo Hotel Tel: (I) 5001074. Dalian Rooms604-606, Furoma Hotel Tel:(4ll)8061
Guoagziou Roorns 1363-1164, China Hotel Oflice Tower Tel: (20)6677061 . Qingdao Rooms 40O-403, Huiquoa Dynosry Horcl Tel: (532)2n279

Tbnin GlF,AstotHotel Tel: (22) -ll3407.Wuhaa Rooms 2-11-232, Wuhan Yangtze Hotel Tel: (271563825
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