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Nine offices strategically located

throughout the country. Extensive

knowledge of all the nuances of doing

business in China. To take advantage

of business opponunities you need a

bank in tune with this unique miLrket.

At HongkongBank,we have becn

(:)

HongkongBank

orchestrating business between Ctrina

and the rest of the world for over

125 years. This vast experience with

generations of China traders enables

us to give you expert help on project

and trade finance. and lo make fast

local decisions.

Today, as a principal member

of the HSBC Group, we offer the

support of the Group's network of

over 3,0fi) offices worldwide, including

some 600 in Asia.
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For more information, please

contact HongkongBanl China Sewices

Limited at 6th Floor, I Queen's Road

Central , Hong Kon B,Tel: 822?557 : or

your nearest HongkongBank office.

Fast decisions. Worldwide.
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TRENDS & ISSUES

Will the Boom Turn to Bust?
China has been much in thc nrcdia <tf

late; the country's economic lxxrn" has

lrccomc a business buzzword. But whcrc
thcrcis a l-ruzz, there s oftcn a sting, and
the warning signs of an inlprnding bust

cycle are enrerging. Even China s lcaclers

havc hinted in recent $ceks th;rt the
cconomy, after posting renrarkablt l2.ll
pcrccnt GNP gros'th in 1992 and first
qu:lner 1993 growth 1.1 perccnt alx)ve thc
ler,el achievcd during thc samc pcrk)d lxst

year, nccds k> slow dorvn.
1he real que.stion, oicourse, is whcther

tlre (:hinesc govemorent crn easc up on
the tlrnrttle without throwing the rcon-
(nn) int() J tailspin. Nohxly-lcrst of all
trrcign l'rusinesses-r|ants l rclum to tltc
llust(,nn (r)ndrt!()n{ {tl I()8i)-,Il lrut \ nri
invcstrrent, constructi()n mltcriul costs.
tftlnsportrti()n l)oltlcnecks. rctl estilte
prices. corruption. and inlanclcoastll clis-

parities havc begun to trigger llanu bclls
in ll(ijing A (larnP-J,,$n tl)p('irri' i )t)li
ncnt, as evidenced by rc(cnt ilnn()uncc
nrcnls lhat credit will lrc tiglttcncd ancl

Ihe spread of neu, economic devckrp-
nlcnl zones will be strictly conlr()lled-
nlcrsureii tlul refled lleiiing s reliancc on

rdministr.ltivc mcasurc's to c(x)l tltings ofl.
\v()rrics about China s continuing tradc
dcficit (according to Chincsc stlrtistics)
nray also prrrd Beijing to asscrt control
(,r'cr llnp,,n]. The kc] i\ wll(th(r l]t.iiing
can implcment such nlcasurL-s. l,ocxlities

are resisting Beijings directives, denying
their own econonties are overheated and
pointing thc [ingcr at othcr areas. The
Pafty Ccntral C()moritlee ray convene a

mc-eting by cxrly July to rcs()lve thcse dif-
ferences.

Cmzy cunency dolings

The economic outl<xrk for foreign in-
vestors, meanwhile, has becn clouded by
the deprcciation of China s currency at

the swap centers. For much of 199J, for-
cigners found few dollam availahle at the
centers becausc holdcrs of dollars were
reluctant to scll folklwing unlirunded ru-
m()rs that thc.l,ra, would lrc dcvalued or
made fully convcnible. Mrilc the olhcial
rate hovered rround Y5.7/$1. the govem-
ment in February imfx)scd an Ytl.2/Sl cap
on the su'ap narket ratcs. exacerbating
thr: dollar shortagc. llolders of dollars
swarmed to the black markcts instead.
where $l would fL{ch Y9.5 and up.

Vhen thc State Adminisrration of Ex-

change Contnrl lifted thc ceiling in early

June to encourage tradcs to use the offi-
cial markels. swap riltes shot up to over
Y10/Sl. Swap market volumes rose at
nlany centers as lxrldcrs of dollars made
r.lells at thc highcr rate. l)ut man) in-
vcstoru still are finding thc supply of dol-
lars is insufficicnt. As fb., CBR goes Io
press. swJp rJt(s in many cittcs remain
rbove Y10/$1.

ADB to Spend $ 1 Billion in Chino
Al tlrr .nnual nleeting ()f th(. Asixn l)c-

\,cl()prrcnr Urnk (AI)t]) in e:rrh'\hv, rcp-
rcscnlilti\'cs of the AI)ll s 5-l nrcnrlrrr
corrntrics agrcecl to sltnd rttorc thlrn $l
billion <m pnrjects in Chinr during 1993,

i 20 l)crcen( jump ()vcr 199.1 lcn(ling.'lh(
lirnrls rtill [t spenl on il nunrltr o[ prtr
jcr'ts, intluding: Sl00 nrillion ro build a

puntped-storage facilitv in Cuungzhou.
S5o milli(m k) pronrotc nrrul :rgrilrusincss

tlc\'ekrpnrcnt. S25{) rnilli(rl t() rc$nt(lurc
sc\crxl li,nilizr,r plants.5ll0 nrillion to
l)uil(l lhc Ilcfci-Jiuji rg Rail\\'ry, Sl90
nrrllr('rr t,r ht'lp (()mpl({c (.xpr(ssu'xfs rn

Ilunrn and Jilin. 5li0 nrilli()n t() reducc
ajr and e'atcr pollution in thc cities ol
Tangshrn and (;hcn8dc,570 million t(,
lintl a lirrestationzlirrcst industrics proiec't

in Yunnan Pr)vincc. ttnd $ 100 rnillion to
Enancc the Al)ll s first teleconr proicct in
China. In a shift lnrrn e:rrlicr lending to
the c().istal regi(xrs. much of the antici-
p:rtcd ADli lending firr 199-1-96 *ill ap
parentll' bc' channeled to tlre interior.

]-he ADlls prcsidcnt, Kirnimasa Taru-
nrizu..rnli('rpar(s thrt lcndrng ro Chrne

irnd ,,thet (()untri(s \I ill ('(rnlinuc to rise
At thc lvlay nrccting. Tarutrrizu lskcd tlut

ADIJ mcnrbt'r countries begin ncg()liil-
ti()ns ()n d()ubling thc Fank s c:rpital ltase,
whir'h is usrd I) raise intemxti()nxl (Jni-
tal lor thc bank's lcnding programs. A
capital basc of nearly $50 billion hy lq)8
is essential, 'farurnizu argued, if the
ADB's lcnding pr)gr.rm is k) continuc ()
cxpand. The tls dclegate, ho'*,evcr,
countered that suclr negotiations \r,()uld
be prt'mature. and cited the nced l()
study the Al)[i s c'fncien(1 rnd thc qualin
o[ its p()iccls l)ef(rre a capitil incrcasc
drive should lx initiated 

-vr.w
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r0fhilc Chincse officials grapple with
currency problems and inflation, they face

a new worryr China's cconomy may l)e
too large to enablc the country ro qualify
for concessionary krans from the Vorld
Bank's lnlcmrtir )nal l)evqlopmcnt Ass'(Xi-

Jtir)n (lDA). A(c(,rding to the purchasing

fDwer parity (PPP) accounting mcasure's

proposed by th(] lnternational Monerary
Fund in May. cach nation s GDP will llc
assessed by determining the cost.s in kral
currency of a standard 'basket of g<x s

and services. Iry this mcthodobgy, China
has the world's rhird largest economy.
[]nd(r prcvi(,us ilc(()unting me:lsurcs. in
which ()ulput and income were tallied in
dollars convened from l<ral currcncv at

the prcvailing exchange rate, China's
economy rankcd tenth. Per capita Cl)P
had shown little increarc because (rf li!,i-
jing s rcpcated dc-valuations of thc yutl

Chincse officials have criticizcd the
ncw irca()trnling ntcasures. qucsti()ning
the appropriatencss of the PPP approach.
Sources at lhe IMF reveal that China and
othcr dcvcloping countries are anxious to
discuss thc new accounting metltods al
the IMF'S annual nreeting in Septenrhr.
Vorld Bank officials, meanwhile, conccde
that the II)A threshold may have to be ad-

lustcd to reflcct the new IMI- method()l-
ogy, but suggest thrt regardless, China's
gr,rduation from II)A eligibiliry would be
gradual. 

-W.IV
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Groin Heodoches

pr()hibiting instituti()nal investor.i lknn in-

vcsting in foreign markets with ntore
thirn one cenlral dePosjtory, as is thc clse'

in China. The SEC decision cffc<tivcly
clcars the way for tls invcslors 1() Pur-
chase Chinese securities.

A number of US l>rokerage f'uncl nran-

agcrs visited Chinr and llong K()ng
shonly after the SEC dccision. Thc dclc-
gation panicipants rep()(cdly lvere cn-
thusilstic about thc pr()spccls of s()nle

H()ng Kong-listcd c()mpanies with ()pcrx-

li()ns on lhe mainlrnd.

A Golden Hedge
China bc'came the world s largest pur-

chascr of gold last year. nrany mctal
Iraders believe. Official purchases ac-

counted f<rr only pan of the 350 million
tons of gold bought by China in 1993.

however. as Chinese citizcns rushcd to
buy purc gold jewelry as a hcdgc rgainst
inllation.
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Chinese agricultur.rl o[6cials cxpect a

g<xxl whcat ( fi )p lhis yeJr. hut swccping
changes in agricultural fxri(y introduccd

over the past 12 monlhs havc disliruntlcd
s<)me farmeri. Govemmenl subsidics f<rr

inputs such xs fcnilizcr and peslicides
have be'cn atxrlished, f<rr cxamplc, nrean

rng produrrion (r)sls f(,r [ilrm(r:' havc rn-

crqrsed. Market prices of major agricul-

rural commodities havc risen. but havc

not kept pace with ihpul pri<c' hikes. In

the casc of grain, lhe ahDlition of sufrsi-

dies for urban rc-sidents carlicr this ycar

has driven up frec-market priccs somc-

what. but large grain s()ckpiles and the
growing divcrsificati()n ()f urban dicts
have limited the iump in price.

In s()mc pr()vinces, the g()vcrnmcnt
has announccd it will no k)n8er employ
the grain contr.lct system, rcponcdly hc-

cause all sales arc now k) take place r:n

the open market. Ilul many fa.mers will
probahly reccive IoU slips rathcr than

cash again this year, as provincial- and

nati()nal-level agcncics may not havc
enough cash tr> makc grain purchases.

Last fall. farmcrs complaincd so bittcrly
alrcut bcing paid in s('rip th{t agricukure

olficials promised to clear all lOtls heforc

the Chinese New Year. DesPilc lhe
promise, many farmeru still hrven t h('cn

paid in full for last year's hanest.
The soaring cost of inpul$ and thc ('on-

linued use of IOUS may lead somc grain

farmers to plant other crops. This could
prove wonisome to Ueiiin8, which seeks

t() rnaintain large grain rese^'es in casc of
disaster. Beiiing s stockpiling efforts,
however, are hampered by inadequate

storage facilities and inefficient transPon.

Some 2 million tonnes of grain are lost in
traflsit each year, for examplc, while
overall spoilage rates are likely much
higher, pafiicularly in the nonh, whcre
rwo-thirds of the stockpiled grain is

stored in the open. To address these
problems, China has worked ckrsely with
the lrorld Bank in recent months ro final-

izc a $490 million loan to upgrad( Smin
storage and distribution facilities. The
proiect, which is expectcd lo be com-
plcted in 1998, will involve a total invest-

menr of nearly $1.8 billion to enlarge
grain sto.age sites and c-onnect grain dis-

tribution cenrers to rail and water links.
11.w

Peoce Corps Enters Chino
Chinx's firsl tJs Peacc (i)rps voluntcers

.rrrivcd in thc ({,untry in.lunc l(' l}(gin
scrving two-yqar terms. An earlier plan to
dispatch a group in thc sLlnuner ()f l9u9
was postponecl lirlkrwing tlrc evcnts at

Tiananmen Srluarc. Aftcr ! threc-month
truining s(ssi{)n in Ohcngdu, tltc lu vol-

untcers, \!ho rangc in agc from .23-6tt,

u ill r( .1( l) lingli\tl xt st vt rul tt .ttJtt r-tr:tin

ing rnd nrcdic.ll collcgcs in Sichuan
Pr)\'incc. 'lhe Chincse l1()st li)r thc Peace
(i)rp:' ir' tl)( (:lrin(s( Ildu(:tlion AsvxiJ
tion ti)r lntcrnrti()nrl lix(hangc, rvlrich
rdrnillirtcrs lll forcign voluntecr pro-
gmms in (ihina.

SEC Okovs
Chinese Secririties

Thc t IS lic.urilics and lixcltangc (irm'
nrissi()n (S[:(i) hls apparcntly opcnctl thc

wxy li)r tlS inslituti(nrxl invcst()rs k) l)uy
(;hincsl st()(ks. In April, thc sl(l issttc(l I
"n()- ctk)n lsll(r in rcgrrd l() x lls nllc
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COMMENTARY

A Pondoro's Box?

MFN hos been renewed for one yeor, but the
conditions ploced on future renewol could prove
dongerous both to the President ond business

Richord A. Brecher

n May 2tl, l,rcsident Clinton
issuecl an cxccutivc ()rder
extending M<>st Favored
Nati()n (MIj^-) trading status to

China tirr thc pcri(xl.luly ly)3-July ly)i.
Afler this d!te, ho$cvcr, rcncual of MFN
privrlt g<'s s ill rlclxn(l r rl (:hrnil'\ nlccling
scvcral humrn righls c()nditions. whilc
thc rcncqll shr>ulcl tcnrporarily mute
p()liti(rl dis('()rlrsc on tlS (ihinl policy.
thc rxc(uli\c order hes virtullly guaran-

lc((l llrJl lh('lnnrHI ,.1<.lrulc will (()nlinuc
rnd lh.rl the lirturc ()l (lhina s N,IFN stalus
will rcnuin un(cntin. In(lccd, tlxtugh thc
cxccutivc ortlcr ntxy reprcsent thc l)csl
rcsult thc llrrsincss c(mrnrunily cotrld real,
isticrlly have expcctccl frr:m lhe Clink)n
\Vhite [i()usc, givcn thc l,lcsidcnt s cam-
pJign slllten)enls tn(l strong c<xrgrcsskxral

prcssurc lirr *rnrc son of cortriitions, the
A(inrinistration s willingncss to ((nl(liti()n
thc fulure o[ thc tiS-Chinl co ]Dcrcial
rclati()nship nlusl l)C consiclcrccl causc fi>r

('('n((flr. l|) .rtt:rclring tlrt.\lljN tler isi0n
to politic;rl d(\'cl()prtlenls (lilfi(Ult to l]]et-
surc, thc Adt))inistrltion hus kcpr thc
tmdc stlrltrs on Ilte ncgotilting tlblc.

Ihe condilions

t:n(lcr tltc l)R'si(lcnt s cxcculi\'e r)rdcr.
Chinx lnust rreet l\\r) ((xlditi()ns in ()rdcr

r Richord A. Brxher direch the US.

Chino Business Councilt MtN lobbying
oclivilies.

to be eligible for MFN $tatus ncxr year. Al
the very least, the President must lx' ablc
to show that extension of MF^- will srrb-

st:rntially pnrmotc the freedom of cnrigru-
tion obiectives of the Jackson-Vanik
amendment. $,hich has guidcd t.ls fxri(y
on MFN exlcnsion lr) s()(ialist nati()ns
sin(c 1974 (see The CBR, Jrnu^ty-
February 199-1, p.16). In addition, China
musl comply with thc 1992 bilatcral
memorandum concerning prison labor.
Under this acc'ord, China agrced to pcr-
mit []S Customs officials to insp(.ct prison
sites suspected of producing g<xxls firr
export to the United Statcs.

The executivc order further stipulxtes
that the Secretary of State, in making his
recommendation t() thc President, "shall
determine whether China has madc t>vcr-

all, significant progress with rcspecl to
rhe following:"
! Taking steps to adhcrc to thc tlnitcd
Nadons Universal Declantion of Human
Rights;

I Releasing and providing xn acceptablc
accounting o[ Chinc,sr, (itiz(.ns itnpris-
oncd or detainc,d for thc non-violent
cxprcssion of thcir B)lirtal Jnd R.ligi()us
beliefs, including thosg conncctcd t() tllc
Demrx-racy \Vall and Tianannren g1uare

nlovements:
I Ensuring humane trcrtmc'nt of priri()n-

crs and alk)wing access to prisons I>y

intemational humanitarian organizlationsl
I Protccling Tihct:, distindirc rcligious
and cultural heritager and

I Pcrmitting intemational radio and tele-
vision broad(?sts into China.

Though these cr>nditions are bound ro
prove pr<filcmatic, the President's deci-
sion nevenheless rcpresenls a panial vic-
tory frrr the Council and other business
interests that lobbied hard ro retain
China's unc'()nditional MFN u-ilding status.

Ily seizing the initiative on the MFN
issue, the President removed the impetus
for legislative action, which probably
would have required stronger presiden-
Iial action on a much broader range of
islucs. lly implementing a list of adminis-
tmtive condilions confined to the human
rights arca, Clinton effectively retained
thc ext:cutive branch's prerogative to
manage US relations with China, albeit
wilh consideralrle input fronr Congress.

The other victory for the business com-
munity in thc President's executive order
is the deJinking of MFN from bilateral
tradc and prolifeBtion issues. Acccpting
lhe reas<>ning of the Council (see fhe
C'liR, January-February 1993, p.l0), rhe
Presidcnt chose to handle thcse matters
througlr scparatt.-and more appropri-
ate--{ovcmmcnt channels. However. by
rcrnoving thcsc ct,ntcnti(rus issues from
the MFN unrbrella. the Administration
may cffectivcly havc madc implementa-
tion of retaliatory trade sanctions for
transgressions in thesc arcas more likely.

The m<lve to expand upon the
Jackson-Vanik prccedent and add other
hunran rights conditions to the MFN
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renew:ll pr()cess is an cven grcatcr thrett
to business. lhough. as it c()Lrld lervc []S

c()mntercirl interests vtrlnerable Io tlre
vxgxries ()f v.rshington politics. This sitlr-

ati()n coul(l he cxltcerbatetl b,v the p(rtxr_

hilitv rhxl China s pr-ogress lorvlrcl mcct

ing tlrL',r,nditions Iisttcl in tltt r'rrrtrtirt
ortlcr nill be unclcar.:rs n() shxrplY
clefincrl u,lty t() nletsurc strch Progrcss
hes lren put frrru lrcl.

'fhe (luesti()n rt the crlrx ()f renc\\'al
ncxt ycar, thcn, will not lre horv Chine
h:rs lrh:rved. but horv Prcsiclcnt Clintolt.

Lrn(lc. thr inlcnse gaze ol Congress, thc

nlecli!, an(l othcr intcrest groups, u'ill
intcrpret Chinesc xcti()ns. T() a grL'xt

exlent. thc Adnlinislnli()n s rcsP()nsc \\'ill
r!llcrr rlr( l 5 ([,llr({li, n('lili(.rl \itu.rli.'n
uhich is illlp()ssil,le t() predict irl
lciVuncc.'l'his uncerl int)' ine!iIably
lcuves US l)usiness lt!nging.

Chino's response

\s rlr( C,,urril prctliited. 13r'iiing

I)rotcstc(l Ihrlt the []S execLrtivc ordcr
( onstitlrlcs intrrli'renr'c in Chinlr's intcrnlrl

aflairs. Chincsc officiels fr.rrthcr con-
dcnrnccl the conclitional renes'ul of l\'lFN

ls an trpcn violltion of thc prin( iples set

li)nh in lhc tlrre( Sino-LTS joint conlnLr-

nirlrres lncl thc Agreentent on Trade
Rrllltions l)ctween China ancl thc llnited
Stxles.'

Il()\\'cver, the Chincsc IcsPonse k) (lxte

h:ls l)een linritc(l to rhrloric mlhrr than

rctllixtorl :l(tion rgiinsl ITS c(rumcr(itl
inlcrcsts. ln meeti,rgs in errlv.June $ith
,,lli( i.rl\ lro t llr(, \4ini\lr) ,'! fr)r( rHn

AllIi,\ (\11'A).rn(l llr( \4ini\lr) (,l l-,,rer8n
'lr.l,lr. .lnrl l.rorl{)rrr(' Cr,r,lcr.rtir,n
(lvloF'lljC). thc C()Lrncil was rctssLtrecl

Ilr:ll (:lrrr.r u,rulcl t:r1..< n,, J(lx,n.lX.lirl\l
fls conlpunics r.rnlcss thc I nited Strlcs

il( lilJll\ lllll)()\( d ..1,,(li,)n\ ,,n (.llln.l.
-vc rvill w:lit Llntit l\ll'-N is rcrnorecl.'
rcmxrkcd onc MFA officiul. For thc
nr(nl1enl ill lcalsl. il therefi)rc aPPcars (llal

l \ (r'ntl)'rni(. ('Jn )t,, .rl ,ut tlr( ir l)r.i.
ncss in (lhinu $ithr;rrt li'lr ol retrrlirlion
lr)nl thc Cllincsc l{overnDlenl.

Whot next?

LJu( whxt should ('()nrpanics expc.t
irom thc tlS government/ lhough the
inrpositi(m of aclclitionll conditi()ns ()n

MFN renewxl next ycar hlts incrcasccl

lhc lisk o[ tloing l)usiness in China, tltc
Adorinistmti(m l)eli!'vt-s il hes sclectccl

c(Dditions lhxt arc realistic and ltchiev-

atrle. At u Privute mecting just befirrc
tlr( \4il) .rrlrtottrl( ( rlrL nl. \r'ni,,,'
A(lolinistrrlio|l reprcscntxlives fi(nn the

\xtionxl Llc()n()mic C()uncil, Nali()nal
Se.uril) C()trncil, rnd ofli('e of thc LIS

'I rxdc Reprcscntrlive bricfi'<l memhcrs

ol tlrc brrsincss c()mmunity ()n Ihe

The Presidents

decision represents o

portiol victory for

business interests.

Adnrinislrxtion s plan The A(lntiltistrx-
tion s()ughl I() rersstrt-c the busincss
(1,r)rnrunil)'llr.rl rJ( l) ,11 tllt .','rt,liti0ns
in the executivc or(lcr cor.tltl be tnet, lncl
Ilr.rt :lt (lr( tinr( ,)l (lr( lrrir'fin9. Cltinrt in

l:rct was in coorplitncc with man,v of
tlrenr elreecly. Specificelly, tllc ()[licials

noted:
I Freedom of emigration Beiiing hts
llken a nunrircl of steps to satislY lhc

.firckson-Vanik requirenrent thxl China

either alkxvs liee cmillrati([ or thll lhc
LIS cxtensk)n oi IIFN woLrld cnc()ttrage
m()vcnlent in lllxl dircction. l'hc llS g()v-
(.rnr)l(nt lr.r: r,,nr ltrrlc'J tlt:rt tlte pritt.i
pl,l ,.r 'nstr:rint ,,r) Cl)iI)r-:'('('l)liSlltlt,,n i'i

nol lleijing 1ln(l its p()licics, l)ul lhe
r.r n w illingnt'ss () r ina l)ilil y of ot hcr
nlrti(nts t() ll)sorb rtll Chincst enri.grxllts

u,ho rvish 10 lcxvr. Nevcfthclcss, lhcrc
havr-, bccn instrnccs i,r \\'hiclr flmilics of
politicul clissiclents hxvc l)ecn (lenie(l

I,ll(: (.\rr \ij'.r'. Jn\! rlr(' Arir)rinii.lr,rli,,n
intcn(ls to prcss llcijing ()n thcsc irlcli\ id-

trtl r':rscs.

I Prlson labor MOU 
^(lrnrnr\lf.rli,,tt()lficiirls 3rc silti:,licd thlt lhc Chinest

g()\'crnmcnt atlrr(nllV is a(nrPlying \\ ith

the l\lc11()rrndLror ()l Undcrstrn(linti
(1UOLl) ()n I'r()hil)iting IntPr)rt rn(l
l.lxl)()rt ()l Pris(n'r Lll)()r l)r(xlu('ls si!.tnc(l

hc'tween lhe Unitccl St.rtes iin(l (lltirlrl Llst

Augrrsl'lher( ilrr l$,o ket'ltsPc<'ts to thc

IIOLI: (lllinx mLrst lllo$ [ S Ctlst()n]s

illsl)ccl()rs tinrel\ raarss l() pris(r1 Iltat()'

rics encl f:rrnrs lllcgccl kr bc cxponir'tg trr

thc I nitc(l Slrlesr rrnrl thr l]nitc(l Stxlcs

mxy irnpoLrnd 8o()ds lat tiS lxrtdcrsl sus-

prctc(i ()t bcitlg pr<xluced by sttclt lrtcili-

tics-'fhr lvlOtI clocs noI mentl:t1e. ls
s()rlc prcss repons have suggested, that

Chint cexse exp{)rting prison lahor
go(xls k) thc lTnile(l Stxtes. Rcnelvxl of
M!N, thcrefine, is ,rol.ontingcnt ()n l,lc
c(rnl)lcle cessati(nr of this illcgal prac-

ticc. Ancl since dcccnlralization $'ill con-

IrnUt- I,) l)r'(^'i(lc oPPonunrlr('\ lilr Pn\,'n
lacilitics to cleft eflirns by central lulhot.
ities to stop their firrcign tm(ling acti\ ity.

soore illcgal prison exporls Drx)'l)t
cxpe(tc(l l() continuc to slip irlt() tlle
United Stlttes. SLr(Jr inci(icnts likcly rvill
lrc wcll publicizetl lnd exploitcd l)v
th()sc seeking to lirnil Clrinx ttit(lr nrxt
yellr.

I UN Declaration ofl Hurnan Rights
As r nremher of thc []niled Nrtions.
Chinl is obligctl t() honor ltrc' IiN
llnivcrsrl Dechrxlion ()n Hunrln Ri{]hts.

s'lrr lt ir rr P.irl ,'l lll(' ,,rllJni/Jlrirn \
lr,rrnrling clr.rrtcr lh( (l( r'l:lr.rli,'n r. ir

l)r()xd strlement crnhrxcinS not only
p,'litirul rrrrtl tiril rrgltts. lrut.tl.,r h,tsr.

econoruic rights such:ls ilcccss t() lcle_

rltratc housing, cdrrcation, encl healtlt
carc. Thouglr llS officiels D()lc that
Ilciiing s c(xr)plilncc with ccrtain ol (ltcse

riglrts is boun(l to rconin unsitisllclory.
Chinr's trxck rccorcl lirr gcnerlting tc()-
n(,!rrir Ir,,\\tll r\ rr)ll)r( \si\('. lii)n,)nli\
progress, howcvcr, is rrnlikrll'to sltistv
humrn rights ircti! isls.

I Account and release of prisoners
()n this issLre. tlS ol[icials lrlve hceIr

cncouragecl by thc rclcasc irr recent
rn()nths ()f x nunrber of P()liticrl Pris(m-
ers encl prisoncrs (r'c()nsci(ncc. strch lls
l)ror()cril(y \gill lcti!ists Xu Wenli arcl
wung Xizlrci rcligious Iea<lcts Ylt'tg
lil:,,. Zlrtr tl.rrrg.lrtrrg. :rnrl l\'r R(,nggiri:

.llr\l'l'i.lrr.l nrr'n \ltr(l(rlt l(.lrl(',\ \\'.lnll
I)an and Cuo llxifung. l!l()re prison.r
relcrscs urc expcclc(l in thc c()nling vclrr
es l llrgc ntrnrltr oI liltnenorcn clenron

i\tf.rt,,r\ .rn(l, rllu'r p, rlitrr ul .tnrl rcligi,,trs

I)r()lcslrls contltL:te tltcir pris()rl ltrrlls.
Agxin. Ix)\\'cvcr, Cllinlr's rtc()r(l is sl)()tty
()n this issLlc. lts l r'tttrtrber o[ \'tll
li r1()\\'D (lissidcnts, inclr.ttling Vci
lrrrgslrln6 ,rrrtl \\'.rtrg lr,1l.r'. I( rlt,lrl
inrprison<1.

I Humane treatmeflt of prisoners
Accortling l() lllc rxe(1lti\e 1)rdcr. (lhinii

r'trr.l .lt,,s" llr,,UrL:s .)tl ( tl\l.rtllg
hLl,lr:lrtc lr-r.llnrent ol prisoncrs bv lLllorv_
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ing lr(('css l() pris()ns hy internxli()nrl
hurlt:rnrturr:rn :tn,.l hrttrltn riglrts rrrguni

zxti()uri.'l'lte Adnlinisrruti()n is cnr'our-
egctl on tltis lront by incrclscrl prcss

xllrnlion (insi(lc Chin:l) to pris()n (()n(li-

ti()r'ls lnd inrplcorentation ()[ (]hinesc

l.r$s. $hieh lirrlritl thr t,'rtLrr(,,)r rri\.
lrcxlrllcnl ()I Pris()ners. 

'lhe IlS govcrn
rncnt $ ill scck t() lrave thc Intcrnxtk)nill
Retl (lross gilio:lcccss t() PR(; pris(,r'ts.
()lncixls irl tlle l)ricfing stlllc(l (lhina harl

in(li(irtc(l s()rnc $illingncss l() (lis( r.rss

this issrrc.

I Pr.otect Tlt et's distinctfue religlous
and cultural heritage lronicrlly, as tht
finrl c[.,cision on illfN $as bcing (lcci(lc(I,

thc strccts of l,ltasa werc fillecl uith
d(nt()nstrlt()rs pr()lesting price incrcxses

lntl thc (lhincst prcscncr in'l il)(t
r\((()rcling t() lhc Adminisl(tli()n, (lllincse

I{)rccs srrpprcsscd Ihc dcm()n:il llr l r( )n \
uith non'lctlrll terr grs rxth(r thxn
li rrt c-l rcsponsc consi(lerc(l in
irlll)t)\'cI]r(nl ()\'cr prcYk)urj vtrlcnl ( r:rak

r[llr'ns. Morqlver. China has dcrnr;nsttlrt

c(l lirrlitccl support in recrnl ycxrs ti)r lh('
rcsl()rxti()n ()['lil)elxn lltrttlscrics :tntl
in\truatrr)r) rn tlrc l,relrl l:rnguugt in
l il)ctuo sah(xrs. 1'hese devekrpmcnts :rre

ric$t,cl lrr ronrt l s ofhci:rls Js l)r,\tlr\'('
stcps txkcn !)\'lhc Chincsr l() Pr()lc(l
'l'ilrt:rn crlturc.
I Acce3s t(' internatiofal radlo and
televlslon broadcasts Although (ihina

c()nrinucs t() lry to jxm Chinese-languugc
Voicc ()l Anreri(a (VOA) raclio lrrrxtrl-
cusls into thc I)RC, Ilritisll ancl (icnnlrn

ra<lio lrrolrltasts ere re(eive(l in nlu('h ()f

the country. ln idditi()n, ovcr 120 mil
It)n Chinese rep()flc(ll,v n()\'hiNr at<c-ss

t() satellile l'\'frol]l ll()ng K()ng and
elscwlrcre.

Though MFN is

sofe for onother yeor,

disputes in the

trode ond weopons

proliferotion oreo

could result in

domoging trode

sonctions in

the meontime.

It rcnrtins k) l)c sr.len. rlf r'ottrse, how
nctions takcn l)y (:hinr that hevc an

inrprct on thcse ilrc.ls * ill hc vic*'ed hy

thc lis golcm rcnt ncxl spring. rvhen thc'

M[:N qucsli()n rriscs rncs. Il) x largc
degree. detcmrining u hcthcr (lhina in tict
uhinrately conrplics $ ith circh---<)r :rn)-
of these conditions is highl)' sul)iective.
Ncxt.lunc, opponents ()f (ihina no doubt
will argue rhilt (lhinil lurs not aclequatcly

mct these coflditions. 'lhus. dcspitc' the

A(lnrinistr.rti()n s purportccl conficlt'nce,

lhc l)usincss ((rumunity must hc prc-
pared to ficc :rnrlher battlc ncxl ycar.

The yeor oheod
t ls-(lhint p()liq will likcly continuc lo

l)c r c()ntcnti(\rs pc,litical issuc lirr tltc
lirrc.r'c:tblt littttrt. Traclt'. proliferrrtion.
and hurlan rights prrhlems will not tlc
solvecl ovcrnight. xnd friction l)ctwccn
thc two countrics is inevitablc. Th()ugh
MFN is srfc until nc\r July. in the mean-

linrc disputcs in thc tradc and rverpons
pr()lilcmti()n areas trruld result in pilinful
lr.rtlt s:rnttx,ns. Ill(\':. in ttrm. crruU pr,i-

s()n thc cnvift)nmrnt in which MFN will
It consitlerccl next ycar.

'lhc cxccutivc olcler ltas opcned :t

l)anckrrir's lxrx li)r thc Administration by
estirl)li\hing Ml'N ils a legitimalc vehicle
lirr arklrcssing Iis hunran riglrts (()n-
ccrns. Not onlv docs this move hxvc
implicxtiurs li)r Chinx. it could rffi'ct
othcr trrciing panncrs s,ith less-thrn'pcr-
fi'cl hum:rn riglrts relrrds as *ell as new
p()lentixl prrtncrs, such as Victnarn.
'llrough tlrc worcling of the exccutive
orclt r- ilvcrall, signific.lnt pr()grcss"-
pr()\'ides thc A(lrrrinistr:rtion considemhlc
lce$'ay to crllt ils rcsponsc ncxt ycxr,
the- hck of precisc stlndards for nrclsur-
ing (:hincsc lx'havior rvill cnd rrp fixus-
ing Jtlenti()n n()t r)n c'\'cnts in Chinar. but
()n thc l)residcnt. Tlris nreans that thc
tlonr(slic politi<irl t nvi(rnrncnl rt the
tinlc thc decisi()n must be nrade-sontc-
thing n() ()ne can foresee now-might
he lhe slr()ng(jsl influence ()n the
Presirlent s clct ision.

Asla Eas] @ale Developmeni, lnc.
A Bridge Behreen Eosl ond West:
We ore on internotionol consulting [irm thot understonds Chinese ond Western cuhure. One o[ our bunders
wos roised in Chino, educoted in the U.S. ond worked in the U.S. This, combined with our presence in Chino
ond extensive P.R.C. network, gives us unique copobilities. We build trust relotionships so importont to
Sino-foreign business success.

Our Sewices lnclude:
ldentifying lnvestment Oppo.tunities Torgeted Morket Reseorch Recruitment & Selection o[ Key Employees
ldentiting Joint VenhJre Porlners Venture Funding Leodership ond Monogement Ds/elopmerit
lnlormotion Gotherinq ond Networkino Negotioting ISO 9000 lmplemenlotion
Technology Tronsbr Suipodn{Ongoing Operotion! T.Q.M ond World Closs M[g. Development

U.S. Office:
Tel: t -800-659-27 33 Fox: 1919], 272'5781
r'051 Blumenthol Rood
Greensboro, NC 27406

Shonghoi O{fice:
Tel: 86-21 219-7713 Fox:86-21 241'9641
lnlemotionol Trode Cenigr, Suite I 107
2200 Yon An Xi Rood Shonghoi. P.R.C. 200355
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Expond ing Trode on
g Morkets in

a

d
Chinopenrn

With successful

ogreements on

intellectuol property

ond morket occess

under its belt, USTR

is eyeing Chino's

service industries

I L,ee M. Sonds is director ond
Deboroh M. tehr deputy director for
Chinese ond Mongolion Affoirs ot the
oflice o{ the Unired Stocs Tmde
Represenbtive. The view: expressed in
fiis ortich ore fiose of $e outhors ond
do not necessorily represent those ol
lhe US govemment.

lee M. Sonds ond Deboroh M. Lehr

I \pJn(hng l'S tnl(l(., gJining rCCc:\

l- r,r lort'ign,rlJrk(t:'. irnd cr(:rtinlt
I high-prying. ( xp,,rl-rclrtcd j()1,\

E ,r" r(,p pri()ntic\ li)r l'residcnt
Clint()n and his Adnlinistralion. II0itlr

thcsc, goals in mind, I lS trxdc- polic,\' k)-
urrd CItinu l:tccs strrrrrrr rhullenget in

the nexl tu() lo thrcc 1'ears. Chinr n()N

Ites ,rnt ol tltt' lrstcst grou ing
cc()nomics in thc $orlcl, in 1992. thc
country's Gl)l'gre\\' l)y nr()rc than 12

percent. For grxrl reirs()n. nuny Fonunc
500 c()mpanics hlvc ntaclc China onc of
thcir top strutegic lxrgcts ancl are cxcitetl
alxrut thc prrspects firr sales and invest-

ment thcrc. 1'hcy have nrurh k-r be ex-
citcd al>out. Accorriing t() thc tls-China
lJusiness C()uncil, Cltina plans to spend
m()re than S2U) billion ()n impons over
thc nr'xt lw() yelrs.

Dcspitc Chin:r's ullurrj. ili, lr.rd( regim(,

remains one of thc most pr()rcctive in thc
wrrld. Thc comhin:rlion of non-tariff bar-

riers, prohil)itivcly high taritfs and taxes,

and tlre ahscncc of a well-arliculated Ie-
gal systenr all makc exp()rting to China l
daunting, rntl s(nn(linl('s drsrn:rl, expcrr-

In c()nlrJ\1. rh(. lrnit(,d SlJt(.. rem.rins
morc ()pen t() Chincsc ex;xrns than any
other induslrializc(l ccononry. Vith the
sole exccption ol tcxtilcs, $ hich are reg-

ulated hy a bilatcral agrecment and the
Mulli-Fjl)cr ASrccnrcnt { r(,(, 7hc CllR. Scf)-

tenrbcr-C)ctobcr 1991. p.40 ), Chincsc
goods lrc not sul)icct to formidablc

structurlll (,r n()n-lari[f hxrricrs in thc
Unil((l StJles-unliks thc situirti()n in

.llpun r:r lllc l:uropcJn C{)mnlunity.
I)cmonslr ting the imbalancc in ()ur
tra<le relationship is Chinr's rapidly xc-

<clcrating tracle surplus wirh rhc t)nircd
Stales. Acc()rding to the I)epinmcnt of
C(runlcrcc, thc tlS deficit with China
rcrchrd $ltt.J l)illion in 19192. :rnd lhrt
Iigurc u ill likcly continue to gro,*-pcr-
haps cxcccding $20 billkrn in 199.1.

Clclrly. thc I nrted StJt(s is flrr fr(rrrr
achicving thc lcvcl of access l() thc Chinil
nr rkct lhrt China enjoys in rhc tjnilcd
Statcs. ()ne o[ the most imfx)rlanl (r)str-
clcs to the cxpansion of LIS cxp()rts lo
Chinr i\ thc rupid grouth ()l r "tar-JJ. ()r

unofficill. nrark(,1 rhar r)p(.rJlcj! quJsi-
lcgullv. lx lond thc rc.rch r)f llciiin,{ \
planncrs and outside the hounds of
China s licensing or quota requircmcnls.
As Asi n husinesspcoplc havc long rcal-
ize(l. grining acress to the Chinesc ntar-
ket vi! thc expanding gray markct, or
even thc illcgal black market. can bc
highly c[ft tt ive. Anrqri(Jn c(),npani(.\.
hoq'cver. arc compelled hy tTS anti-cor-
rupti()n la\r's to trade u,ithin the ()lficiill

nlarkct (as defined by the Chincsc ll()v,
r:rnnrrnt) lncl t() foll()u' its rcgulations.
llut in scctors that are tightl,v c()ntr()llcd
ancl whcre cuslolner dcnrand is vcry
high-such es lo*'end computcrs-the
gray nlrrkct has beconrc thc d()minanl
mrrkct, while the officially conrrollecl
markct is comparatively snrall.
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Vithout reform of China's trade sys-

lem and the imposition of intemational
rules and market discipline, the gray
market will continue to flourish, severely

limiting US market share in certain sec-

tors. If this situation continues, US com-
panies could find themselvcs perma-
nently hamstrung in one ()f the most
dynamic markets in the world. Clearly.

the stakes for US business arc hi8h. More

important, the trade strategies thrt the
tlnited States adopts now will have a

profrrund effect on our trade rclationship
with China. and therefore on US compa-
nics, for many years to comc.

Thus. r'hile the Uniled states presses

China to opcn its milrkets, we musl also

be minclful that our policies $ill affect
imp() Jnt c()nstituencics rvttltrn Chinl.
Thc stralegics that \!c selc'ct rttust aclclress

lrng.tenn prospects f()r (hangc in (:hin.l

es well as the immediatc nced to reclress

spc(ifi( trlrde Sriev.rnccs.

US shoregy

Us trdde strltegY to$'ard Chinx is nvo-
folcl. !'irst. US trade neg()tial()rs hrve
sorrght to underpin the relati()nship $ ith
l franreurrrk based on thc nrlc o[ laq.
over tlle past trn,o ycrrrs, lhc tlnited
Stirtcs hrs ncgotiatcd rgrccrDcnls on
rrlarket rccess and intellectuill property
rights ( ll'R) that connnit Chinx r() lilxr.ll-
rr(' rts i,rlp(,n rcgintt' ltnrl pfi,tc(l [ 5 in-

tellcctuJl pr(rpern. For ()rrr pxn. \\'c hnve
(rnI IIl( d lr, _slilun( lrl\ \ul)l)i)n Cl)in.l s

bid lirr (iAfi rrrenrbershil'r, bul onlv so

hrng lr t.hinl rr,rrk:' rrillt tt:' to.tt'lticlr
Jn _xcccPlible 

Protoc()l ()l icctssion lo
thc (iATl'.

Sr,trrnrl ue lrevc clornorrslrltctllhll we

lrc n'illing to takc florcclirl ,]rusurcs k)
.rrlr':rntc,)trr lrJd( intcr('\l\ $illl (.llirl.l.
lknll tlrr II'R and nrarket Jlcess rgrce-
rlents \\'crc lhe'culnrinirfi()n of Spccilrl

Jr)l :rn(l Se(ri()n l{)l in\('\ligrli(r). inili-
iltc(l l)\' lhc ()ffice of thc t S'frJ(ic Ilcpre
scnl:ltivc (l's'fR). The linilc(l Sl:ltcs was

Iully Prcplrctl to cleny ohinl uccess t<r

poni(xrs of thc lucrxtivc ['s r]rrrrkct il ci-
tlr(r.lEr('('nr('nl hltl n,,t lrcctt re:rr.hrrl.

IPR: o podiol flrcess story

5r, lJr. (,rrr ),lr.lrcg\ is N()rking (.ltin.r

lus nutlc l'xrlcl contntitttrcnls l() inrpr()\'c

its trx(le irnd invcstnrcnt clinrrlc {nd t()

rLltcr its beluvior. At thc high(sl le!cls.
(lhinx s leirclers have eml)racecl orlny

standard inlemational principles. During
his now-fabled southern tour in early
1992. for example, DenS XiaoPing put
his personal imprimatur on the impor-
tance of protecting intelledual property.

According to the People's Daily, he pr<t-

claimed to high-tech workers in Shen-

zhen that China 'n'rust abide by intema-

tional rules on intellectual propeny.'

While there hove

been minor tussles

with the Chinese

over implementotion

of the IPR ogreement,

Chino so for foithfully

chonged lows ond

regulotions os required

by the ogreement.

Chinx ,nust cnsurc protection ()f intcl
lcctual propeny if it q'ishes to allract US

c()n)p:lnr(s thlt lre uorld lc.rdcrs in
high-tech sectors such irs c<>nrputer soft-
q are ancl tcleconuuunications. v'ilhout
adequJlc rnlcllc(1uJl properw pnrtcction.

US industrics i!'()uld lr forced to lrar re-

se.lrch lnrl (level()ptnent costs u'ith()ut
reaping thc rc*'arcls necessary to linancc
funhci innovlLtk)n-an unacccpt:tl.)lc sir-

uati(,n.
\Yhilc thcrr ha|c been minor tussles

with the Chinese ovcr implementation ()[

the IPR xgrcenrcnt. Beijing so far h:ts

faithfully chenged hrr's lnd regulations as

requircd l)y lhe xgrccmenr (see'1h.,($R.

March-April 1992. p.9). For institncc, over

thc prst year, China lrxs joincd lhe Bcmc
Convcntion (rn Copyrights, r'stablishccl
bilatcral (()p!right relutions $'ith thc
Unitcd St:rtcs. rnd pul)lished regulations
t}rat protcct cxisling cop,rrilEhted works.

inclurling computcr softnare lntl sound

re,cordings. l\krst reccntl-v. China arkrptccl

the 6cncvl l)hono8rrms ConYention.
r:rising thc lcvcl o[ prrtection for souncl

recorciings on the nrainland.

China has also taken imponant steps

to overhaul its patent regime. Beijing has

amended the Patent Law to extend pro
tection beyond p(xesses to phamaceu-
tical and agricultur':ll chemical products.

This change makes it possible for US

chemical and pharmaceutical companies
Io export and manufacture in China
without fear that dleir products will be

rwerse-engineered and marketed illicitly
there.

All of these moves represent essential

steps toward effedive protection of iotel-
lectr,ral property. China is now well along
the road toward estxblishing a world-
class legal structure for copyrighted
works and patented products. Nonelhe-
less, the govemmcrlt has not been able

to halt the piracy d inrellectual property

in China. Thc lntcrnational Intellectual
Property Alliao(e esrimates that LIS indus-

tries last year lost r.rpwards of $415 mil-
lion from copyright piracy in China.

Clearly, inadequate enlirrcemcnt of
Chinl s ncu laws .rnd rt gulations is n

major-and grorving-problcm. Although
Chine has used ils mcdia and bureau-
cmtic channels t() puhlicize the need to
pnrtcct intellettual 1>nrpeny, drere still is

no effective mechanisrn to enforce IPR

laws and regulations in China. China's
court systcm is nldinrcntary ancl Chinese
judges are untrainecl in the intricacies of
IPR las. As I S lrrrtlt lnd invcstrncnt in
Chinx grows. the enfrrrcement issues u'ill
become a signific:rnt concern in the
tjnitcd States. Alreltly, the al'rscnce' of ef-
lcctive IPR pr(rtc(ti(,n in China stands us

Jn obstxcle to tTS c(:,nrp:lnies thxt wisl) to
lrxJ( (,r m.rnu[irctu:( in lllc plrhliihing.
Drotbn pict!re, and (rhcr scck)rs.

Mo*a occecs: o bumfie rcod

on nrarket rcccss. (lhina s conrmit-
ntcnl-s :lre rl()rL's\\'ccPing thtn in the IPR

agrecnlent. Thc nrlrkct ilc(ess Memonrn-
dLlrn o[ LInderslrndrng (Motl) signed in
october 1992 conrnrits China to implc-
nrcnt far-rcaching ch:rnges in its import
rcginre. That commltrlcnl, il completely
tirl6llctl. * ill inllirt s{'rrrc shon-t(mr p:rin

on China s industri(s h)' exposing them
to fi)reign cornpetrti()n. but rvill help
Chinr's cc()n()mv bt'corne Inore efficient
over the krng tcnrr. li)r the t hited Stales.

thc xgrcenent should yielci unprece-
clcntcd access to Chinx s rnurkets in virtu-
llly lllofoLrr kcy cxport scctors.
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Iintler the tenns 0[ thc !l()(i. China
has agreecl to phxsc ()ul inlcrnxl, or
tteih , tr^de rcgulations; on(rous import
li(ensing requircrnents such xs impon
''conIrols," "restrictions. ancl quotas;
rnt-l r(slrictiv( irrnrt:rry ilnd phlrt)sanitary
standards (-see 7hc a,7lli. Novcmb!-r-Dc'-
cember 1992. p.9). Pqrhrps l)ccause
thcse commitments rcquire slructural
changcs in industrirl scctors-and not
primxril)' in laq's and rcguliltions as with
lhc II'R agreement-China s fulfillment of
tllc market access MOtl has becn rxrrc
p()l)lemdtic. The agreement is now only
about cight montlrs old. l>ut even so.

sonrr, disturbing \rEn:, Jrc (mcrging.
(:hina s fx)!!erful planning estrblishment.
still .llivc Jnd ucll dcspitc tht, rcgimes
c(nnNilnrent to builtl . so(ixlisl market
cconomy. shovu's signs ot resisting lulfill-
nrcnt of commitntcnts nradt under the
mcnr()randurn.

Arn()ng the arcas ()l c()nccrn is China's
rurlherence to its plcdgc to significantly
lihcntliz-e qu()tas ()n sclertcrl I S pr<xlucts.

Inclu<lccl ere some ()f ()ur nl()st imp()nant
c\p()rls. such as contputcrs. ntcdical
cquipnrcnt. lgricltcntirlls. phannlceuti-
,. Jls. lrqilr v nur hincry'. :rnr.l tclcr'orrrnuni-
cxtions cquipmcnt. The oflice of the
t lS'l'R has been-antl will c()ntinuc-
r'orking with the Chinesc to opcn their
mxrkers lo these p()ducls. t Sl'R is als<r

(JRtirll) m()nit()rinH (:lrrnJi' ]diviri(s in

thc urcas of lransparenc)', ritrndards and

( crti[i(xti()n rcquiremcnts. aut()s. an(l
()thcr kcy c!tcgorics specificd in thc
MOtl. Ilndcr thc terms of lhe nlcnloftln-
clunr. China must meel a numl)cr of
deacllirrcs in thcsc areas by Ock)bcr 10.

'i(/hile thc tlnitcd States cxpccts China lo
mecl its ohligations in their cntircry, rhe

Adninistrxtion is preparcd t() act dcci-
sivcll il China fails to do s().

A deol is o deol
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China s f ull implementation of thc mur-

kct acccss agreement is absolutcly csscn-

lirl 1,, rh( h(rllh ot the lrilatt'ral rcllti,rn-
ship. (ISTR intends to make ccnain that
China takcs the stcps neccssary to irnplc-
ment lhe agrcements that il has signed
q,ith thc t:nited States. China's tlilurc to
do so rvoulcl. among other things, cnd!o-
gcr ()ur strxtcg)' of using nc8()tillti()n t()

s()lvr [:li tradc prol)lelns with (;hina. Af-

tcr irll, il China cl()cs not lxrn()r thc ohlig-
;rtions it lr s already undcrtakcn, h(,w
c()uld tbc thitcd States trust il lo lr()nor
futurc ohligationsi Failurc to lronor its hi-
lJt(r.ll ('innt|)itnrqnl. uoulcl also e:rll into
qucsti()n (ihinr's *'illingness to ubidc b1,

(;ATl nrlcs.

Il\'(n il (ihina does iorplemcnl lhc
changes spccilied in the MOtl. US a( ccsri

to k(y {)hinrs( rnlrke(. ntu} Rnririn inr-

pcclctl In tlrr crtursc,rl nt.rny tli.rtr..iotts
r)n (:llinJ \ serl(rrrl mark(ls. I s neg.)tiJ-

tors lr:Nc tlircovcrcd that Chin IlJs lurrr
ers lxyon<l thosc originally untlcr invcsti-

gxtion, such as thc rcquirement lh:rt
prospectivc huycrs olrtain purchase cer-

tificates hefrrre trcing permitted to buy
many imponcd conrluoditics. These prac-
tices must sbp--{hc lvotl explicitly firr-
bids the cxistcncc of any impon restric-

tions that w()uld violatc the spirit of thc
market accesr agrccmcnt.

USTR is lhcref()re holding follon'-on
discus.si()ns with Chini on rernoving ad-

ditional barriers in lrigh-priority secl()rs

covered by the markct acccss agreement,
including computcrs, medical cquipment,
hearry machincry. and distillcd spirits. As
wc bettcr undersland thc \r'ay in whi(h
China s still<rpaque inrlxrn regimc works.
we niil ntakc rnor( pr.)lircsr in rr6-ning
markets in kcv lrcas. As al$a)'s, we are

very interested in recciving the views ()[
(lnnpani(s that (n('(,untcr surh disr.rimi.
natory regulations or trtdc practices.

Opening he mo*et br services

The tls markct acccss agrcenrcnt willr
China has scl llrc slagc for the o;rening of
China s ;xrtcntialll' extcnsivc markel li)r
scrvices. \yhilc [:S conrpanies-cithcr
through dirccl trirdc ()r investmcnt- -<xn
scll some pr<xlrcts in China. thc'alxen<c
of standard business scn'iccs still hinders
li'rcign openrti,,ns in llr(' I'RC. ll U\ in-

clustries are going tr: cstablish a long-tcnrr
and successful presencc in China. tllcy
* ill nec'd to lx ablc lo drau' on a highly
develolrd sen'icc scctor.



lcvels. dre l lnitcd Strtcs hJs much to offer
Chin.r s devcl,rping s(rvirc rnduj'trie\.
From insurancc t() educati()n () telecom-
municatk)ns serviccs, ITS c()nrPinies can

help China lay thc lirtrnclation of a mod-

The US government

is intensely interested in

helping US componies

thot wish to enter

Chino's services morket

em economy. It is in China's interest, and
in the US intcrest. k) see scnice-sector
markets o;rned in Chinx and t<) see them
regulated prop:rly. Ve arc currently dis-

cussing seryices with the Chinese in the
multilateral context of the GATT negotia-

tions for the tlruguay R()und, and we ex-
pect Io hold bilateral discussions as well.
A.s The CBR !l()cs to press, the office of

rhc t STR is consullrng \\'ith thc (:hin(*-
()n i,ritirling su(h discussions. Hcre. xs on

rtlurkr't urr t'ss irsrtcs. q'c Jrc intcni.(l)' in-

lercstccl in l)clping US conrp.rnics thitt
wish l() d() l)usiness in China. hul wc
ncecl l hetlcr understanding of their cx-

peritncr'. rn CItin.t :rn,l tht-ir intPre"ir:ns
of (;hinir's mrrket.

Promoling US interesrs

Thc t nited Stales currenlly'has an un-

P.rr.rllt'lcd t'pJr.rnunrt) l(, $r,rk f()r n{,si-
tivc chanl;e in the fustest gr()wing ccon-
onry in lhe worlcl. we have taken llrc
initixl stcps toward estahlishing a solicl

filmcwork frlr a better bilateral tradc rc-

lrrtionship. Vhilc some ie(k)rr' in CllinJ
resist changc, thcre are many powerful
conslitucncics within the Chincsc g()v!-m-

mcnt thirl srJp[x)n il. For the trs busincis

c()mmunit)', the agreements that *'c have

alrcldy signed open the door $,ider to
China s nrarkets and growing cconomy. lf
thc Chinesc work c(,nstructivcly \,!'ith us.

ovcr time wc can rcsolve specific trade
problcms and realize the LIS goal of a

tnrly opcn tracle rclationship to thc bene-

fit of hoth c()unrries. *'

Congratulations to the U.S.-China Business Council
on the Occasion of lts 20thAnniversary

U.S.{HII\A INDUSTRIAL EXCHANGE, INC.

-+trflJ-UAEJ
Celebrating 12 Years of Providing U.S. Companies

llith a Significant Sales & Marketing Presence in China
Specializing In:

Sales & Marketing...Technical Semice...Market Surveys...
Joint Venture & Investment Advice...Consulting...

Offices In: Beijing, Shanghai, Guangzhou and Hoboken, N.J.
Contact Fax: USA 201-420-6909 BEIJING 512-9903
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Right norv, tls sen,icc c(nnpanics Jrc
crllrcr('nlircl\' ()r pJniall) pr(,llil)rlc(l lfi ,n
()lx'ratifl8 in China. In most instances. IiS

c()mpanies cannot offer afler-srlcs ser-

vicc. havc no direct access kr salcs and
distributi()n networks, cann()t ()wn ()r

rnanagc Ihcir own retail ()utlets, cnnn()t

rlpcrutc tht'ir rlwn leasing crrrnpltnic:.
and arc otherwise restrictcd in thcir ac-

ccss t(, a vast anzy of busincss antl krul
('ust()m(ts. In somc instrn('('\ (:hinil'\
quasi.govcrnmcntal rr rmpanics maintlin
a full or nerr monopoly ovcr thc markct.
ln othcr cases, markels arc vinually un-

rcgLrlated, or regulated hy Chincsc intcr-
ests that would face foreign compctili()n
werc thc nurkets to be opcned. In thc
insuranc(j area. for example, the Pc()ple s

Insurdnce Co.-which holds 9tl percent
()l thc (:hin3 market-is also thc rnain

draftcr of thc tonhcoming insurancc law.

Thc I Inited States wants to estahlish a

soun<ler basis for the developmcnt of
ChinJ's service sector. As wc've done
with g<xrds, we seek to create a bilaterdl

framcwork lirr services that is hasecl ()n

thc rrrk. of law and internalionJl princi
plcs. At fx)th the govemment and private

CHINDEX
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FOCUS

The Fifth Drogon

f Lee A. Brudvig

,.rrovrnce s economtc

grovrth is off the

chorts-but con

it lost?

! Lee A Bru&b hos been on econom-
ics o{ficer in the US Consulob C'enerol
in Guongzhou since July 1991. He pre-
viously held posh in Kenyo, the
Philippines, Swozilond, ond
Woshinglon. tle hos olso wo*ed ot the
Americon lnstitute in Toiwon.

,l 992 wJs thc yerr trf Cuengdong.

I This southem colstal provin<e, long
I consitlqrcd th( cnsinc of Chinl's
I 

"c,rn,r,ni. 
r(li,rnrs. recorcle.l ecrr-

nomic results extraordinary even by its
own hiSh sllndxr(ls. Grr)ss domc{tic
product (GDP), indusriill production. re-

tail salcs, capital investment, and expons
rll posled \tfl)ng doulrk'digit gronrh-in
many cases. for thc fifth consecutive year

Gee p.22). Pcr capita income jumped an

astounding 21.1 psrccnt, ivhile inllation,
officially listed:lt 9.7 pcrcent, remained
under control. Rising productivity and thc
devaluation of the .y'uan buoyed expon
eemings and lruntcd thc impact ()t rising
Iabor costs. Enlcry)riscs in the Stale, col
lective. and pnvatc scd()rs all prsted im.
pres.sive gains in ()utput.

S(x'ial and environmental strains. hou.
ever, also became more cvident last yelr.
The problems of transportation bottle-
necks. predatory tJxJti()n. c()rrunlion,
and housing shortages grew almost as

fast as investment opgrnunities. In addi-
tioD, the govemnrcnt's failure to promote
developrnent of open and transparcnt
markets rcsultcd in Cantonese entreprc-
neurs re-directing rcsources arvay front
official nrarkets int() looscly controllcd
gray markcts.

Recognizing that thc province s rapid
growth would rc-kindle inflation and
arouse concr-rn among central leaders,
Guangdong officials l>cgan implenrent-
ing pre-emplive cconomic stabilizatk)n lllt6lrntkt s ht' Illait , :ll- fll\ttt

l4 Ihe Chino Buriness Review . July -August I 993
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FOCUS

measures in late 1992. These included
dircct credit controls, price re"forms, and

restrictions on investment in sectors of
the economy which threatened to ovcr-
heat--especiJlly conslruction. The aim
of this "legitimize and control" strategy
was to reassert regulatory cclntr<ll ovcr
markets, ward off inflation, and reduce
coruption.

ln the short term. the government's
lack of effective macroeconomic t<x)ls
q'ill make direct administrative interven-
tion in markets unavoidable. however.
Over the longer term. Guangdong leaders

are counting on the recently cnacled ec(}
nomic reforms to elicit a strong supply-
side response which will reduce market
bonlenecks and stabilize prices.

Ttcn ond now

Over the past 12 years Guangdong has

changed from a largely rural, undevel-
oped area inro China s wealthiest
province. The transformation is the rcsult
of China's economic reform program,
which led to the establishmsnt of three
Special Economic Zoncs in the province
(see Tbe CBR, Novembcr-De\cember 1991,

p.l{). economic interdependence with
Hong Kong, and autonomy from Beiiing

to experiment with market-oriented mea-

sures. The success of Guangdong's re-
form efforts is evident in the rapid
growth of the province's light industrial
sector, the improved living standanls of
iE residenls, and the expectation of the'

;rpulace that incomes and opponunities
will continue to grow.

The zeal with which Guangdong has

pursued economic reforms over the past

decade now is channeled into meeting
an ambitious goal: to catch up to Asia's

"four dragons"-Hong Kong, SingaF)re,
South Korea, and Taiwan-by the year

2010. In order to accomplish this task,
provincial leadeni raised targeted growth

rates for Guangdong in mid-1992. The
province is now aiming to achieve 13.4

percent average annual GDP gro*th and
17-18 percent annual export growth until
the year 2000-all while holding inflation
to the singlc-digit level.

Top priority for this perbd is k) he
given to high-techoology projlcts, invest-

mcnts which gener,rte foreign exchangc,

and the restructuring of large and
medium-sized state enterprises. Sprcific
goals includc:

I Expansion o[ special cconomic zones,

open coastal areas, and tcrchnological dc-
velopment zones:

I Delegation of greater economic deci-
sionmakinS xuthority t() lower levels tlf
govemmcnri

I Grciter utilization of li)rcign invcst-
mcnt in basic infrastnrcturc (powc'r sta-

tions, pons. expressways, railways. and
phonc lines) and redirecti()n ()f d()mestic

funds to pr(,i('Ii' with high rates,:f rc-

tumi

ln the yeors oheod,

Guongdong leoders

plon to expond

non-troditionol sources

of fiscol revenues,

including securities

issuonces, lond-leose

fees, ond vorious

"porosyougo" user fees.

! Promotion of exp()rts l)y convcrting
exp()n<)ricntcd strlc industrics int() hrgc.
aukrnomous trading congk rntcr.rlt'si

I IntegBtion of urban and rural nrarkets

and improvemcnt of rnarketing lncl distri-
bulion nelworksl
I Refirmr of g<lvcmment r(lminislrativ('
stnrclurcs t() reducc personncl, improvc
m:rnrg(mcnl qrralitl. ltnrl sepJr:ll( l)tlsi_

ness from govemmcntl

f tJpgrade of scicn<e, technology. ancl

human resources: ancl

I [)evelopnrent of thc service se(tor xnd

thc provincr's finanr iul. lc'g:rl. lr', , rttnting.

and auditing systems.
'Ihc pace of rclilnn in thesc lrcas clil

li,rs widely in varioLrs krcrlities, clcJrnd-
ing on krcal circunlstilnces. Ajthotrgh the
provin(ial govcrnnrent hds plil(ccl restric-

tbns on thc cstal)lishmcnl ol ncrv tlevel-
opnrent zones, intplcmcntxti()n ol ()thcr

dircctives is lrrgcly clepcntlcnl on thc pr>

liticll will and finantiul rcsoutes of ltul
Ierders. (llrrnge is lrstclit in tlrc I'carl
River l)cll!.

tooting fiG t ill
Accclcrated growth will substantially

increasc Guangdong's financial needs and

impon rcquircmentr. Provincial lcaders
cxpecr state-financed hxcd capikl invest-

menl to rise from ab<>r.rt $5 billion per

ycar in ly)2 to an ?lerage of $6-7 billion
per ycar until 2fi)0. ln additk)n. Guang-

thrng hopts t() attru(t ()v(r $50 hillion in
forcign invcsrment and credit during this
pcriod, primarily for energy, transpon,
irnd other infmstructure p()jects.

(;uangdonl4 s fiscal rcsources have

tightqncd in rc.cnt ycarr 3s thc province s

ncr fiscal ('ontrihuti()n to tleijing has in-

creascd (it cxcccded Y6 billk)n in 1992).

C,oncurrtntly. c(ntr.rl funding frrr provin-

cial investment has dccrcased from 80

perccnt of tolal investment in 1979 to ap
proximately 2 pcrcent in l*)2. This fisc'al

indepcnclence from Beijing allows the
pr()vincc () exen a g<xxl deal of auton-
omy in sctting ils own developnren(
xSend:r and ex[^-rimrntinE with econ()mic

refomr. albc'it undcr central guidance.

ln the years ahead. Guangdong leader-.;

plan to cxpand non-truditional sources of
fiscll rcvcnucs. including sccurities is-

suanccs. land-lcase tles. and various
''pav- Js-y( )u'l+ ) user fccs. C.cntral authori-

ties. however, concemed ak)ut arbitmry

tax ilsscs,imcnt by l(xal officials. are push-

ing li)r greater cenlralization and stan-

dardiz-atbn of China's taxatk)n system.

Tlx rcforms, though. havc' bccotllc
stalled in Guangdong bccausc of cnter-
prises'ancl kxalities unwillingness to ac-

cepl a m()rc ccntmlizcd tax systcm. which
would rccluire thenr lo pay more taxes to
higher levels ()f governmcnt. Currently.
wirlesprcad Bx evnsk)n linrit^s thc p<xrl of
6stal rcvcnrtcs aveillthle trr the prorince
lo financ'c dcvelopm(:nl. kxal authoritics,

thcrcfore, Iuve res()ned t() s()liciting "spe-

cial contributk)ns" lbr many scrviccs. C(r-
lcction of r<xd, hridge, airpon ust and
vtri(\rs inlmstnlcturc devekrpment" fees

ir ulre:ttly witlt'sprr':ttl in thc Pc:rrl Rivcr
I)elta. Reccntly. []s l)usincss representa-

tivcs lr vc hegun ruising obiectt)ns ft) this
typc (,l Lrnprcdi(l:rhlt litchncc fund r.ris-

ing. In 1992, thc Glrangzhou nrunicipal
government res(indecl a 5 pcrcent Mctro
surchargc on otfitc lncl residential spacc

firr lrrreign compxni(s rtier l numtrer o[
linls cxpresst'd strong objcctk)ns.

l)(i'pitc tl)('s( prolrktns rtntl l Iurgc tn-

crcase in st tc-fundcd invcstnrcnt in

July -August I 993 . The Chino Buriness Review l5



In China, enjoy the warrrrth of
Shangri-La when travelling on business.

Beijing

Hangzhou

Shangri- l-a Hotel

Shanghai

Portman Shangri-La

Shenzhen

Shangri-La Hotel

Xian

Shangri-La Colden Flower

!I
SHANCRI-LA
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FOCUS

19r2. (lLrang(l()ngs lrudgct surplus in-
creasetl drlmatically l:rst ycar, rcaching
YJ l)illion. Iixpen(iitLrres ()se I)y 20 prr
ccnl 1() Y21.9 hillion. shilc rcvcllres,
mainly fionr c()n)nlercixl uncl inclustrill
lrLxcs. r-osr lrv 25 pcrccnt t() Y22.7 l)illt)n.

lndusty goes privole...

A g()()(l p()ni()n of Curng<long s cx-

I)cn(lilures llrst yclrr wcnt t() sul)sidizc
Stale cnterprisrs. Altlxrr.rgh <rutput ol thc
st:rlc scc{()r rose ovcr 20 perccnt, stale
enterpriscs cumulutivcly k)st Y59{ Drilli()n

rlicr trxes in 1992.

In I97lJ. l)etore (luxngclong openecl up
to the ()utsidc rvorld, 7.1 pcrtent o[ the

l)rr,! in(( i' intlrrstrirrl uutprtt (':lrrlc lr()rrl
the Strtc srctor. ll,v 1992. this figurc hucl

(leclincd to -12 pcrccnl. ;Lcconling to offi-
ciil stxtirili(s. Plivate and collecrively-
owncci cntcrpriscs (including tow,rship
xnd rurll cntcrpriseslnd ttrreign enter-
prises) now firrm thc hasis of thc Gtrang-

clong econorny.
Tlrr'(li5tin(ti,rn l)t'lwern slxlc irr)(l pri

vatcly owned entcrpriscs. lx)wever. is be-

coming blurrcd as St!te-()wned xsscts ire
turned over t() privrtc rTlxnatgers undcr
vrri()Lrs lease, contractrral, an(l c(n)pcra
tivr ventLlre llrr:lngc'nrcnts. In the l)eltrl
River l)(ltr, mrny enterprises cillcgorizccl
as collective ()r State-o\1ned ere, in tact,

privately ou,ne<i ()r mlnlgecl. At thc
sJnle time, rDiny privlte cnlerprises oP

er:lIe Un(lcr nttrllgemcnt ((nttfacts ()r (()

operativc ilgrcemcnls with Slalc xncl col-
lective enterprises. Llsc of thc "collectivc'
or "Sltlc-ou'nerl hllcl. rllt,u. tltsrc llrru:
i() obtiiI] cenxin privilcgcs not accolclecl

I() pri\,llle cntrrprises. sr.rch lrs Prcli'rt'ntilrl
k;uns from State banks xDd independL'nt

:lLrtll()ri1V l() cngxgc in fi)rei!ln trrdc.
5()orc entcrpriscs lrave sct up lroiding
conrprnics lo act rs unll)rella !'ntiries ti)r
private, collectivc an(l Stxtc ()!vnecl sul)-
sidixrics-eilcll lccorcled vrrkrus prcfi'r
enccs basctl ()n r)wnership. A l:lrge nurn

l\r.f ,,1-( nt( fpri.(.s li\rc(l :r\ [,,r(igr]-
irrrtst,.ti.'intil:rrl). lt.rrt n,, rt.rl Irhi8n
invcstrrcnl. Kn()wn in (;Lrangd()ng als

l:tlst' f, rrt rgn dcr ils. thc\'finttsure jr,int

\( 11llrr( \ l)ct\\'('( n ChinL'.r' r'ntt'rpri'r.'s
rnd Chinesc-o&nerl oifshorc affilietes.
Tlre purp()se is i() ol)txin tax prcfi'rcocrs
rcscrvecl [irr forcign invcslcd linns.

Ar' rlill(,qn((\ l)t1\((n Sl.rl( .rn(l nrF
rJr( ( nl( rlri)es :lr(' rlii,rplx'.lrinH. \r, i\
tlrt lrlunn,.'d \( J.ln](nl i,l (iuJngd()nA i

cc(n](n]ly. Acc()rding to th( ciuirnq(l()ng

l)rice hurcilu, t'16 pcr(cnt of procluction

wrs filxrktt-(lctcrorinccl in 1992. $lrile 95

pcr(enl ()l' retxil sxlcs \\'erc trxnst(led xt

rn.irk(1 l)ri, ( \ All,'r :ttr,'n,'l rrxrt itrl rrts ir
rr,,,,r' rondtrr'trri on.r rrr:lrkL l-Prr(( l).r\i\

ln 1992,
over three-quorters

of totol investment

in Guongdong

wos direcied

toword the dynomic

Delto region.

..ond ogriculture moves up-mo*et

Agriculturc in CuangclonL is xlso LrD-

dergr)ing tr:lnsition, as morc hnd is cli-

vertecl towlrcl non-agrictrltr.rral uses.
High-valuc lruit. vcgetable, poultry. uncl

aquirtic products are supplanting tracli-

ti()nxl (r()ps ()f ricr and suglrc:rne. Tltcse
chlnges are heing dlivcn by in(lustriilizx-
ti(m, u )rnization, expxnsi()n of nrarket-
()ricnted p()licies, lrnd coDsurncr clcntencl

lirr nrcrc vurird an<l lrigh qrrulilv lixrcls.
(;uirng(1,,n$ (,,nlirlll('. l,) l)r' :l gr.lill
rl(fi(rt Pri,\i,r(1. lrn( il. inrl'\,,fl\,,i 8r.lin
lrnd soyll,lrns rvill inc'r'casc in the firtrrrc
ils loc.l pr()du(ti()n cleclincs antl rapitl
rconoDric lir()\!th )()()sts clcnrantl lor
lixrl uncl lccrl.

l\l, ,rnrr lrilt'. tltI gr,'uillg t'.rtrks i,l .rr
l,r'rrtr:lt k(.ti, :tnrl t,r.t lr,r,rl (,(tll(,1< irl
(lurn.q(l()ns xrc llrlping ()pen up thc
p()\'ir1cc's kxr(l rctxrling iln(l (lislril)L(i()n

syst('nrs. 'l hcse charrges. conrbinccl u'itlr
lr gcr'rcrul crrrtsrrrrter pr'eli-r-cncc Iirt tlS
pr()(lLlcts, llr(' (reatifg ncu ()l)p()I1unities

lor LIS sLrpplicrs ol srrclt proclucts as

clriccl frr.rits lrn<l nrrts, ginscng, mexl.
potrltry. liozclr fierrrlr frics, uncl conti'c
(ii,nL r)' il( rns. ll I)lryl(,',rnilirr\ I):rrri('r\
xfc eliminxlcd in mid-ocfol)er in xccord
llitlt china s rlrark({ access llgrcerlrcnl
$ith thc L:nitcd Stitcs (.rcc p.10),
prospecls fbr tlS lit'sh fiuit will bc par-

ticul:rrly bright. (ir.rangclong fir<:cl ancl

lxvcnrge importers alreacly ere sceking
to csteblish more direct links witll tiS
suppliers tuthcr thxr) rely on ll()Dg Kong
inte mtecliltrics.

Guongdong's engine

'lhc l)exrl lliver I)elta (ontinucs l()
drivc Guangd()ngs a(()n()mic sLr(ccss. In
1992, over three-quilrtcrs of totill invesl

mcnt in (irrangd()ng rvas directecl t()$'rrcl
the dynlnric l)elta region. lr'hich drrtrvs

hervily on ll()ng Kong iln(l Taiw:rn li)r

Best Bets
Thc L'S Iirreign Conmrercial Senice lus i(lc'ntificd thc tirll ru'ing narkets us

h()l(ling lhr rnost p11nrlisc for []S goods:rn<l scn-icc providcrs seeking k) &) l)usj-

ness in Cr,rangrlong:

1. Elgctrical power gencntion
equipmc'nt

2. Airfx)fi equipment

J. Tclccomnrunicalions equipment
4. Food processing equipment

and supplies
5. Aircraft and cngines
6. Mcdicxl equipmeni
7. C()nstruction e(luipment ancl

huilding nuterials
ti. Envircnmentalprotcction

equiprnent and technology

9. Automobiles. parts, and scn'icc
e<luipment

Banking and financial services

Fast f<xrd

Packaging equiprnent
C<.rnsumer g<xxls

Railroxd and srrbway equipment
oil and gas fiel(l cquipment
Petr *-hemi<'al industry equipment
Elec-tronic prodrrcrion and

tcst equipment
Retailventrrres
Advcnising
Eledronic componenLs

Computer software

10.

ll.
ll.
13.

11.

15.

16.

ll

Itl
19.

l0
I.
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tocus
cxpital, managcnlent, and tcchnical sup-
pon. Currently, tlre Pcarl fuvcr Delta ilc-
counts tirr about 1J0 percent of provincial
CDI).trtrl glner:rtt's ()i, I\'r(\'nt,)l' nr(^'rn-
cial fiscal revenues.

l)(spit( nr(,\ in( iJl gi)\crnnlcnt clli,rt\
t() xccclcrdte development of nrrel and
lnoulrtainous rreas. thc great l)ulk ()f nc{,
invcstmcnt c()ntinucs to bc directcd t()-

rverd Guangdong's three SFIZS and corc
.tr|r. in tlrt l\'arl Rrvt r l)('ll:r. In lr)()1,

It,rurlr. {lrl p, r(inl.r8( ,,f trr:rl li,r( rl.ln

invcstlnent directed t() the SFIZS t'cll fronr

31 to 23 percent, rs ru()rc invcst()rs
lu.ne(l thcir sights inluncl. A( pr!'seol,
(;urngdong's rclatively back*,arcl nroun-
tirinous areas (whiclr cover 64 pcrcent of
the province's land and c()ntain 4l per-

ccnl (r'its poprrlation) lccounl lirr only
10.,i pcrcc,rt of inclustrial output xnd 2.5

percent ()l f()rcign lmclc. Wllges irnd over-
all income lcvels in thcsc arcas xrc J0-10
pcrccnt l)clow thc provincixl ever.lgc.

Lrxrking ahcacl, provincial planners
expect rising land ancl lalxlr costs in the
open co.lstal areas to glaclually puslr
low-cost cxport pr()cesslng rnd other
uns()phisticattd, lxlx)r-intensive inclus-
trics ()ut ()f the l)elta and int() rnofe re-

m()le arcxs. T() pronl()tc such "trickling
Lrp.' pr()vincial ruthorities in 1992 de-
clared all maior cities in Guangdong
''open.' Non-Delta cities havc beSun
(1)nrpelins rIaSrcr'siv(ly frrr ti'rcign in-
vcstnrent, oflering low cost land le:rses,

special tax inccntives, prcfi'rentiul access

to k)cil markets, and transponiltion and
utilitics subsidies.

Jo date, lrowever, rveak transportatkrn
in(l distril)uti(r'r links to thc D]ountain()ur,

rrcas hlve inhil)itcd r)'l()st [irnrs from
nx)ving ()ul ()f the t)elh. Forcign-invcstecl

cntcrprises in Cuxngdong.cly hclvilv on
I l,nrS K,'nll :rllllill(:,i)r nrillk(1ing. r(l).!ir.
Irntl ,'tlr(rr srrppr,rl \Lni('r.\. tU(1t \(,\t('c\
ofien rre not lvailable---<rr at lclst not :rs

chceply-in othcr-plns (l Chinil.

lnveslrors con'l get enough

I)cspite rising c(rsts in rhe l)cltr, Ii)r-
cign invcsl()rs c()nlin!rt l() ('()r'rlc l()
CuJrlg(krnA in (lr,'\(\ I lilir((l li,r(iStt in.

vcsln)cDt juml)c(l l)y sli l)cr('enl to S,i.9

billion lasr yexr. wllilc contrxcle(l invesl

n)cnl s()rrc(l 2:i2 ptrccnl ()vcr l99l lrv-
els. Approximatcly 60 per<cnt ol lll ft;r
(ign invest0rrnl in (iLrilngd(rn8 c()Dres

l[r:nr Hong Konti, which l]irs invcstc(l

morc thin $l7l)illion in tlre province.
Roughly oncthird of thc oroncy in-

vestecl in Gr.rangckrng in t992, horvcver,
went int() specLrlJtive real cslatL- develop-
n'lcnt projects. In order to stabilize over-
helttcd propeny mxrkets and cool invest-

lnent fcver. Gtrlngdong aLlthoritics
implemcnted mersures late lest year rr
limit construction o[ new i!]clustrial and

<rrmmcrcial pr()pertics. stabilizc lancl use

fi'es. xnd prcvent transfi'r ol agriculturll

Swop centers ore no

longer relioble sources

of foreign exchonge.
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land to inclustrial prrrposcs. The Stxte

lancl burcau set qlrotils on tlle aDrollnl ol
new land rvhich may bc developed.
adoptecl a capitxl-gains tax on rcal csl:tte

trdns:rcti()ns. and intr(x[lccd r ncw p()p
(,rl)-rigl)ls rrlistrltion \y\le,n in ('crlxin
areas. These mcarsLlres, if irnplementecl
aggressively, could curb real estate spec-

ulation lnd stahilize investment in the
scctor. To date, implemcntation has been

incomplete, hou'cver.

World<hss troding porer

Likc foreign investrnent, Guangdong's
lirrcrgn tr;t-lc in 1992 p,)sl((l J \tunning
perfbrnrlncc. Exports increlsed by 31.{J

pcrccnt to $ltl hillion, thilc impons rosc

l)y 25 percent to $ 10.6 l)illknr. These fig-
ures, m()rc'over, exclude $5-10 l)illion
\!,()rlh ol cxporls from thc province's
hLrge cxp()n proccssing sector lncl sonte

inrllr'n5 I\) lirrt,rA -inrtst,,rl (, l( rl)risr,\
{, c, rnlrnE trr ,rh( r.rl LIrnr's( sl:rli\li(\.

(;Ll:rnllck)ng crrrrcntly il('c()unts ti)r irl)()ut

22 l)crtent 1r'Cllinl s total cxpons anrl I.l
pcrccnl ol t()txl imp()rts. Tlresc l)crccnl-
xgcs are growing slcildily, xs Cuxng
clrog s extcrnlrl traclc continrrcs to cx-
plr'rcl llt e rlte flr grcatcr lhlrn thrl ol'
ol()sl ()ther l)llns ()f Chinx.

According to Xu Dezhi, the helcl of
the (;uangd(n'lg li)rcign l:conoori( Reh-

ti()ns llDd Tildc (i)lttntissi()n, Gu.lngd(r]g
expects lo rrccoLrnt fin hxlf of Chinll s to-

l.ll (,\ln,rl\ l)) ..:r)lrr Cuffrntl) .llrl)r,,\t
nratcly one-hell of Gulngtlrng s r:xporls

go k) the LIS nrarkel, thor,rgh pr()vincial
, rlfir irlr rrrt try ing trr rctlrrtc t irrng,.h,rrg s

relirnce ()n tracliti()nal nrlrkcts ancl ex1-xrn

p()ducls. At thc slnlc tinlc, kx ll autholi-
tics arc sccking 1o incrcasc Guangdong
iorports liom the l;nited States l)oth in
absolute and perccntagc tcrms.

Ihe foll of the RMB

ljoth lorc,ign trecle lnd in!esment,
however, are lring squeezecl by thc tle-
prccialir)n of tl\e re nifibi (ltNlll). lD

e.rrly 1992, llre RMts bcgrn to firll Iapidl,v

in GLr:log(lonll s foreign exchange lcliust-
Irlent (swirp) ccnters, wiclening thc glp
Irtwcen thc ofhcill lr'rrl swrp rjtcs. In
(;uxngzlr,,u. Llr( \\.ip rJI( r,:,( ,-rorrl

Y5.t3u,/$l in.lanuar) to Y7.69,/$l in l)e
cernfur. The tL'clinc crxrtinue<l in 1993

ll]d the crrrrent ratc lrovers lbove Y10,/$1.

Flctors bchin<l the slirle incluclc:

I lncreascd clenancl for forcign ex-
chengc as x rcsult ol risinll in)po[s ilnd
firreign investrnent:

I Horrcling of foreign cxchangc' by
pr()vinccs .lnd entcrpriscsl
I SDccLrlati()n li)slered l)y the rssunlpti(nl
lhal thc.),ttdr worrlcl l>c rlcvalucd or
nmdc convcrtitrle.

As a result ol'these factors. a sevcrc
shon:rge of fbreign exchenge developed
in Cuingdr)ng l)eginning in M.r) I()q2.

Th!' Srate Administration of Exchangc
C, rntrr:l sulTsequcnlly tiglrlcncJ li,rc,gn
cxr lunge llhrrtion prrrcrltrrcr. tlriving
prospective dollar-sellers undergroLrnd.
l:l[i rr( n,,u J(.1,r(l(\i Il]( 1,,w(il l]r,,fily
in purchasing tbreign exchlnge at su,:rp

centers, nlaking it cliflicult fi)r soorc to
obtlin ncccssary hanl currcncy. Although
ccnt[ll aLrthl)rilirs llrsl yelrr rtnnouncerl
thei. intcntion to libcrllize li)rci!ao ux-
(11xnlic (()nlr()ls, rcdu(e g()vernnlcnt in
tcrventi()n in srv:rp nl.rrkcts. aLn(l incrrxse
thc supply of tirlcign cxch:urgr., :rvuil:rbl,.

to [irrcig|r-investecl liflrs, r'ro timetablc' lirr
suclr rclirr'Drs l[rs beer] scl. (in]sc(lucntl!,
lirrr16n rrth.rngc rn (;lr:rn8(iDrlll r( rn:rin:
in scarte srrpply.

Sw;lp (-cnters:rre no longcr rcliablc
sorrrccs ol-tirrcign cxchange. Locel :rtr-
thoitics hxve PclitkDc(l thc cl],rt[ll go\-
crnnlenl ti)r arrthorily 1() :rccclcflr1c rc-
lirrnr ol plovincial s\\'lrp centcrs. iir ( )r(lcr

I() nllrrkctizc llll()cxli()n ()l lirrcign cx
.lt,trtgr .ittrl t,, rlrL','t Ir,l.lrnt l,:r,k rrttr,

oflicillly rcgulatccl channcls. Thr.rs l':tr'.

houcvcr. r. cnlr-:rl arrlh()rilics hlrvt, llt.t,lr
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I993 Guongdong Trode Foirs

Dole locqtion

)uly 22-26 lnternotionol Electric Power Technology & Equipment Foir Guongzhou

August 26-30 lnternotionol Household Electricol Applionces Exhibition Gr-rongzhou

September 6-9 lnternotionol Foshion & Accessories Foir

September Z-1 1 Textile Mochinery & Technology Foir thrrhor

lntrgrnotionol Foshion Foir Guongzhou

September l3-17 Electronics Chino I993 Shenzhen

September l6-22 lnlernotionol Beouty & Heolth Core Product Exhibition Zhuhoi

September 2l'25 lnternotionol New Auto Technology Foir

Surfoce Engineering Exhibition Guongzhou

Oclober 4'7 lnternotionol Consumer Goods Foir Shenzhen

lnternolionol Meborologicol Equipment & Technology Exhibition Guongzhou

Ocicber 5-9 lnternolionol Exhibition on Environmentol Protection Technology & Equipment Guongzhou

Ocicber l3-16 lnternotionol Toys & Gihs Exhibition Shenzhen

Ocicber 21-25 lnt-.rnotionol Mochinery & lndustriol Supplies Foir Shenzhen

November 2-5 lnternotionol Groin & Oil Storoge Equipment Exhibition ond lnbrnotionol
Meot Processing & Pockoging Mochinery Exhibition Shenzhen

November 3-6 lnternotionol Wosle Regenerotion Technology & Equipment Exhibition Shenzhen

November 9-13 lnternotionol Port Equipment Exhibition Guongzhou

November 9-15 lnternotionol Science, Peoce & Heolth Core Exhibition Zhr-rhoi

November I l -15 lnternotionol Leother Trode Foir Shenzhen

November l2-16 lnternotionol Timber & Stone Processing Mochinery Exhibition Shenzhen

November 22-26 lntrernotionol Food & Food Processing Mochinery Exhibition Shenzhen

November 28-December 3 lnlernotionol Audiovisuol & Automoted Office Equipment Foir Zhuhor

L)e.ember l5 lnlernotionol Gik & Housewore Exhibition Guongzhou

CIBAC (Building Moteriols Foir) ond lnternotionol Lighting Fixtures
& llluminotcrs Foir

Shenzhen

July 'August 1993 r The Chinq Business Review

Guongzhou

l9

December l4-I8 lnternotionol Motorcycle Exhibition

SOURCE: US Consr-rlote Generol, Guongzhor.r
The obove list is not intended to be comprehensive

Trode Fqir

Shenzhen

September 7-13

Shenzhen

September 21 -25

October 5 9

December 2-5
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un\\'illirlg 1o lll()$ (;urng(l()ng 1o stcP

:lhcJ(l ol ()lhcr areils in refi)flning its lir.
cign c\chrngc xll()cxti(xr syste .

lnflotion reors irs ugly heod

{.i(l(. ltr,tI lltL .\JI) ((nlc|\. l,,r(.Un
(()nrpirni(,r, u|r,kct,Ping thciI cyts on
GLrilngd()n!a s pricc in(licrs-xn(l miln)'
d(nr't likc ullrt thcy sec. llrc c()st rr-li!.
ing irl Crllnllzh()u reporlecll,v s()Jred l7

Pcr..llt i,r tlrL'firsl (lu.lflr'r,)l l()(,a ,r ri\('
lirelcrl lurgrly by pricc junrps lirr firocl,
scn i( cs. c()rlslr'Lrcli()n rrt;rtcrials, :rncl f'rasic

i,rpLrts. N'lucll ol lhc inr'rclrsc. hou,tvr:r,
\\'rls a.l(lscd ht sc:tsonll llclrxs-espc-
cirlly sh()rt sullplics of lirsh vegeteblt's
ancl olhcl lixrls-ulrich rnakc up a largc

conrponent o[ tlre pricc index.
'Ilx)rrgh rising labru prorirrrtivitl,. rtr

bust s.rvings. lncl :rclcqu:rtc sul)plics (,
ll,\t g,n(l\ lr,rrlt rrcll l,,r (,u:rr)gLL,ngs

rl)ilil) t() kccp thc inllrti()n.D tiger in irs
cur{e. supply l)()ttlenrcks. high inlp(fi dr-
orentl. arrcl :tccclcrttccl pricc rcfi)rnt cl-
firls (cspe(illly ot clc(tri(ity. lttrolcunr
pr(xlLrcts. ln(l Il()rrsing) will kceP up*ard
prtsstrrt, on inl)lrtion lirlcs.

L()cxl cc()n()nlisls xn(l ()ilicirls de-
\( rrlx (;r,lrrt,l,,n!'\ (lrrr('nl L(,'11')rrri('
cllpJnsioil rrs (lri\'en l)y in!cstmcnt
!athcr lhan c()rlsLllnpli()n. .lLrclgccl b1,

llreir phcn(nncnal clcnr:rncl tirr nc',v slrrk
.rrr,.l lr,rtrl i.su(. il (;u.u)l-rl,,nl.l. tl rr-
rlcnts inclcecl ippr:lr \\'illiI]l.l l() in!cst
tuther lhxn c()nsuore il givcn thc opl)1)r-

t unilv.
I)r()vincial ()lliciiLls estinr:ltu :rs Druch

as onc-half ol (lu:rng(k)ng rcsi(lcnls to-
t,tl s,tvings ir.rrrrtnlll lrclrl rn l.r'r'rgn
L'Lrrrurlair:. uiLlter"'undrr rl):LllICr:!ir" (r'
in r('(1)trnts ovcrscls. I'-ltilrrrc l)\, l()clll ()l

li(i:rl. l(, (,1)(n ul't Irrr'rL {,,rrll)r'lrlivL
{)\'cr tllc-(()unteI chilnncls of invcst-
nlcnl-such xs sccuritics-t() r l)s()rl)
thcsc lirn(ls clrn only ceusr rrnrler-the-
c()lrDtcr (or illegell channcls lo llourish.
Srr<'lt a resLrll u r:ulcl lLrrthcl u cakcn
provincial lr:rnking auth(r'itics xl)ilil) to
coDtr()l n(xrcy and creclit, x p()ssil)iliry
fh:rt r,rises ietlrs of fier( e inllrti(n1

On thc crcdit si(le, l()irns cxtenclccl bv
(;urn8dong l)xnks :lrnoLrnted k) YI13l.+

billion llst )c.lr. up 24 pcrccnt !ronl
1991. All tol(I. l:r;rnks I<xrk in Y56.2 l)illi()n
nr()rc thxn lhey lcnl ()Lrl. Most ol tlresr
Iirnds wcrc sold on tlre inter-lxnk n'rrr-

k11 1,, ('tlrcr nirrti' r,, (.lrinJ t )l)( r:lling
ttn.Ir slrrr't trtrlit rgtt,,t:rr lt irr l\'rjing.

(;r)irng(l()ng lrlrnks err. llrr.qc crcrlitl)|s t()

inllrnrl lrlclrs.

lmpediments to future grovdh

I:rr(l'l.l!. Ir,lr':lnrrllrli',rr. .ur(l (,,rrIllrrrti
(lrti()ns ln)tllcnc('ks hrNc |clrchr,il critir'lrl
lcvcls irr n]irnv lrr'c:rs ol thc l'cl[l lli\rr

Provinciol plonners

view nucleor power

os the key to

Guongdong's longlerm

energy needs.

Deltu, csPcciulll GLrxngzllou. I-()cxl [1S

l)usiness rcpres!'nt.rtivcs rt1'x,t r:rpicl dc-
(cri()rilti()n ()f intixstruclrlre encl Iongcr'
Lr',rIrlLltr'\ tr, rr,rrk. .r. u,.ll lts irtrt't.r.itr)j
shonlgcs oi skillcrl lulxrr.'fhc suppll'of
ncrv housing is nl)t kecping up with de-

ound, es1'rcciullv tirr ul]irrdlhlc urrnnrer-
ciel resiclcnccs. Wlrtcr xnd llir (luxlitv xrc
cletcri()Irrting :rn(l url)rn crinle is rising.

l)( tt.rrt(l li,,' L[(rn('rt] rr',$',ul\tfin\
(:rpxcily l),v.-10 pcrccnt, carrsing morc tic-
(luenl lx)\\'er orrt:rges. 'fo meke up thc
rlilli,r'encc, in thc slron tcrrr Gr.rangrkrng

hes littlc choicc l)ul lo rrlxxl its use ol'

cnvilonnrcntally undcsirablc coul Iirccl
llrcrllllrl lrlirnti.. In lt)t).1. (;u.rnA(lr,nA\

clcclricil,y gcncrxtlng c:lpilcity incrcxsrd
l)y 1.08 rDillion k\\,. lly thc yclr 2000,
(luxng(l(nrg pllns to incrclsc cxl)r.rcity l)),

over J0 nrillion krv.

In lhe l(nger lcrn. provincial planncrs
r,icN nrrclclrr prrr',cr rs tllc kc) t() Ciu{ng-
clongs cncrgy nccds. Thc l)xyx lliy nu-

cleri llcilit,v (t\\1) 900 rnw plxnls) \rill
eorttc on linc in 1995. lly 2010. thc gov

ernorcnl plans lo complelc ll)rcc or()rc

nuclert cnergv Projccts, clch a(n)sisting
,rl srr l.0tt0 nr$ Pl,rnt' Irl:rnnt'r\ lr:r\( Ir-
clicetcrl l clesire to l)Lr\, Iurn-kcv nlrcleirr
plrnts <:r'r thc worlcl m:rrkct. In yerrs
rlrr'.rr1. tirr.rrrgrl,rng lr,lrus tu t xp,rnrl ltri-
v:rtc scc(or ptrliciprlion in its I)()\,\er sc(-
t,,r .rnd uill rrrrtsicltr rtlrollr, li,r'r'iIrt
()v! nr(l pr( )iccls.

Dcnrlncl li)r. ruil frciglrt tllnspo( (ur-
rcntl,v cx(ecds supply by i9 perccnt and
protrnr r.tl ltrBltu:rvr rtrr' l)(('orrrng in-

crensingly cloggcd. As:r (opin8 mclsure,
the mil\\'iry lrtrrcrrtr hus xck)l)tccl 1r qui)ta

systern. l-ook ing xhcrd, (iuilnqdong
hopcs lo conrplelc thc Shcnzhun-
(iulngzhorr lcg of its Pclrl Rivcr l)eltl su-
pcfhiglr$ey by the encl of 1993 lrnd 6ve
( )thrr slrPcrl)igh$,irys rncl cxprcss*,lrvs lrv
th('vc:ll ]{,rx). ln:rtltlirion. llrL pr,^in(( i.
e\plncling rril links to its exstcrn rnd
wcstern \\'ings rvith assistlncc ol the
Asixn l)evclol)rDent lllnk. NeN iirp()rts
rnd xir ()utes lle lring plnnnccl lirr scr-
cral Cu:rngckrng citics (.{? p.2-i).

A trrxssivc influx of people into
titr.tn6rl,,tt1.q Ir.,nr ,rtlr( r I):rrts ,)l ChIr:r.
u,hile l)(x)sting cc()il()mi( l{r()wth Jnd
kccping slgcs <lolrn, has plxrc(l cn()r-
rr()us plcssurc (nr cxisting inli:rstructrrre.
Guangclong s lxrprrlation is n()\\, iocrexs-

ing xt ll lirt( ()l- .1 l)crccnt :r year. lf tlris
trcnd continues. l0() rlilli()n pcoplc uill
Ii\e in (llranH(long l)y lhc vcar 2000. Ac
c()rdin8 to thc (;Lr.rngd()ng L.ll)(rr lfurcxu,
()ver -i olillt migranl workcrs $,crc cnr-
plo,vccl in (iuungtlrng in 1992, nrxinly in
llrctories lrncl (rr constrLrctiorl sites. S(nnr'

rniFr:lrtl..i. lr,,\\1 \'(r, lt:rvr' r( ir)r1( (l lr' (rint.
inxl r(livity ()r pr()stitLlti()n. Vagrxn(y,
clr'ttg usc. ltn(l tltc inaidcn(e ()l ('()ntil-
gious clisclses arc:rll oD tlrr risc lhr()Llgh-
()ut tlrc pr()\,incc.

Ihe breign perspeclive

l'ltc uhscntc ol crrljfiecl laws govcrn
ing pr()pcfly riglrts. trxalion, custools,
:rcc()rrnting stxn(lards. xrbitrilli()n proce-
clrrrcs, lrncl ()thcr rcsullt()ry rnxtlers
r:li\r'\ tlrU rrsk,r! rloing l)u\rn('\\ in
CulngckDg. Altll(trgh provincial lcatlcrs
lr:rt c rrL ntifir- rl Ig.rl rr'l, rrnr :rj\ .r I)ri{ 'rir\ .

l)r()grcss in drrfting nc\\ stxn(!ilr(lizcd
rcgrrlalions h:rs becr) sl()w. Pr()vincixl rrF
thoritics mly havc rlilficulty irnplcmenl
ing reglrlati()ns (nrcc enactc(I. given cn
tr'encltc,,l n'r Lr ni( ipal an(l (()unly
lrurc.rr'trr:rt'ics rnt( r(:lr,rl in r),linlJinlnll
krclI eutonorny ancl l)exibilily.

Guangd<-,ng s ptoxinrity to H(n1g K(ntg,
Itorvever. ltlortg rlith its dclekrryd nrar-
kcl syslcrl'r xncl ils piv()txl Iunction as
(lltir'ta s traclc lncl invcstnrcnt cntrcpol,
lr,rlc rrr'll lirl tlrc Irr'rvints. (.(,)or,,lli(
lirtulc. l)y all indicati(Ds, Gr.rangdong ap-
pcars rearl,v k) conlioue lo expctincnl
ilith inn()vlltivc cc(rn)ntic rcli)rnts in lhr
yelLrs lltead and rvill continrrt t() aal irs ri

ciltaiyst lor cc()n()nlic chlnge in olher
parts of (:hina. i,
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DHL-SINOTRANS
Connect with China

The first joint venture air express company in China, we are committed to keeping our service the

best 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 providc

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

customs clearance and delivery at destination.

You Couldn't Express it Better.
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Beiiin8:

HorclTel:5l.1otjtS.forruncBlds'I'(15010141 .(:hi WorldTrade(lcnrr.T.l;5052173'ChinaResourccTcl:5127788-220'Yuk'n8ltotclT'l:841JJ88

sb.nBhai:

Building Rmm 210-1B 100 Ylnrn Road T.l:3.1.15:J0

Guengzhou:
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Size

Populotion

GDP

AgriGulturol Output

Retoil Soles

lndividuol Bonk Deposits

lnflorion

212,O(X) sq km

63.5 million

Y22l .8 billion

Y66.3 billion

YtO6.O billion

Ylz16,0 billion

9.7"/"

(2.2% of norionol totol)

(5.5"/" of norionol totol)

($38.9 billion)

($ll.6billion)
($ I 8.s billion)

($25.6 billion)

Foreign lnvestmenl in Guongdong

$ billions
25

20 Conlrocted

I

I

0
t 985 r 990 I99I 1992

Anount Contrs(d 2.6 3.2 5.8 r 9.9
Amount Utilizcd O.92 2 2.6 4.9

SOURCI: US Consulote Generol, Guongzhou

Guongdong's Foreign Trode

$ Sillions
25

20

t5

5

o
r985 r986 r987 r988 r989 r99o r99r r992

Totcl p;g. Exporrs/
Yeor ($ billion) Exportr Expons GNP lmports

1992
t 99l
I 990
r 989
r 988
1987
1986
I985

29.6
22.2
16.3
r 3.0
12.9
9.3
6.9
5.4

51 .4%

43.1%

24.0%
NA

30.1%

NA

18.4
't3.7

r 0.6
8.2
7.5
5.6
4.3
3.0

Lt

3.7
I,J
1.2

0.6
o.4
0.2

lt.2
8.5
5.7
4.8
5.1

3.7
2.6
2.4

SOURCESs MOFERT, US Consulole Generol, Guongzhou ' Foreign-lnvesbd Enterprise
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GUANGDONG DATA

1992 Bosic lndicotors for Guongdong

Yuon figures conreded b $ figures ot current o{ficiol exchonge rotes.

SOURCES: Guongdong Strctisticol Bureou, Chino Perspctives, Chino SlotislicolYeot/rrcr*

Utilized

I Expons I lmport5

to



Stste-owned
53%

GUANGDONG DATA

Guongdong's lndustriol Output
Y millions Slote-

owned
Enterpri5es

Collxtive-
owned
Enterprires

lndividuolly
owned
Enlerprises

2,288.O

1 ,647 1,073.4

tight
lndustry

Heory
lndurtry

r,082.0 1,088.0 749.0

973.6

765.4 659.6

715.0 607 .O

595.0

'l 19.0

91 .2

72.9

55.6

71.6

Stotc-owned
32/"

1992

Other
Enterprises

946.O

602.9

386.0

I 991 2,524 t,658.6 865.5

1 ,902 r,283.5I 990

I 989

618.7

573.8 252.5

147.4r 9B8 1,319

1987

r 986

I 985

896 484.6 442.7

864.6 454.3 521.0

241 .O

t8;;
155.8

527 358.2 r688 298.8

276.85r8 307.0

lndustriol Output by Type of Ownership

Other
5"/"

r 985
.not opplicoble
*.not ovoiloble
SOURCES! Chino Shtsticol Yeotbal, Guondong Stotisticol BureorJ

Per Copito lncome in Guongdong

1992

l99l

1990

1989

't988

1987

t 986

1985

3,703

3,058

1 ,842

NA

t,518

I ,098

897

804

Yoor Totol Y

Y
3 soo

o

3 ooo

I 500

I ooo

5()0

500

SOURCE: Chino Stotis ticol Yeorbook
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Yeor

1992

Totql

3,370 587.0

828.7

278.9

154.0

lndividuol
12"/" lndMduol

1r/o
Other
28v"

t985 1986 1987 1988 t989 1990 l99l 1992



rocus

A Tronsportotron
Tronsformotron

a

a

Guongdong is

expenencrng on

ocross-the-boord

upgrode

I This orticle wos excerpted ond
odopted hom the World Bonk report
Tronspd Devebpmeni in buthem
Chino, published in 1992. Prices ore
quoted in 1988 yuon.

IF ll(. tfi t\lnln \\'\tr t ot (;ll,tnr.l\l.ntg

L,,,,,r,,r.,,(i'nlr\rs i,l r.r rl;.r! i,.

! ,,,,,,t.. rrr.rrtul sltrlTping r(,ul(s. in-

I l.,rr.l n.,t.r*lr:'..rncl r'rvil :rri.rtr,,n.
H,ruLl:.rnrl inl,rn(l r\:trcn\l\\.rr( tlt( l)nn
cipal nrrrlc,s lirr intraprrx-incirl or slton-

hlrrl tllrnslrrn, \\tilc rail\\'il\s lnrl colrstll
slripl)inI urr thc principul rnotlrs lirr
trxnsp(rrl lo (Il)cr pr()vinccs. Allh()lrgll tllc
clcnsil)'()l thc ro:rd netu,ork uncl inluncl
\\'i[c^\'rlvji in (iuirngd()ng is lligllcr lllxn
rurcrlgc lirr tltc trltntrl. the prorincc still

hlrs lr rcl:rti\,clv untie!cloPccl ststenr.
Thert is sut'h a sevcre sh()nxgc ()l trrns'

I)()rl .:rpr(it\i tllxl neilllcr shi;'rpcrs ol
crrgo o(n [)Jrtri(ngcrs rclllv hlc rntrr'lr

c'hoicc arnong nrodr-'s; they xr( li)rlunltlc
il'tlrnsl)(rfl by lny nrrrlc is rtvail:tlrlc.

(luflcrrtl) . tlrc (lislributi{ )n ()l inlir\tru(.
trrrc,in tlre provinr'c varics lrc(rr<ling lo
thc lcvel ol cr'ononric dclrl()p rcnt. Illl-
si<allr. tlrc trinsp()rt r()utc5 lirrnt lirrrr
arcs cenlcrirrg on lhe cil\'()l (;r)xngzll()u.

In slupc. tlrtt'rcrcntl>lc lurr \\ings \\itll
rt lttrttl .rntl t.rtl {,ltt,r)rJp). I'r,r tlrt lirrr-
sct,lrlrlt, lirlrrrc. north-south Ilous rl''ill
r{,rlllrIr( l(, rl,rrtrrn:ttt tr:tlfi<' I).lll('|1r\ ir)

tllc I)r'( )! in( c rlcsPite rclativcll'Irigh
l.lr()\t1ll in thc \\'!-st a()rrid()r. Thc nortlr
corriclrr is c\pc(led t() clrn rh()ul Jo
pcncnt, lrnrl thc s()uth c()rrid(n :lln)ut l{)
I)crccDt ()l'(rtul provincill trilli(r thc
olhcr Jl) l)cr.cnl uill be split bct$ccn
llrc ucst ancl ('xst. within thc l)c:rrl l.livrr
l)cltx. lrxnsp()rlrlion clenrancl in tlr( cast

lxnk u'ill grou ilstcst. 'l-his subcrrrri<ltrr
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must clcal \\ith llrc gr()wlh of lhe Shcn-
zll('n c(1)n(rrni( Z(ln( uncl lhc in(rr'llj'ing
tlcnunds on transpon h1'light inclustry'.

In this arcl. Ircal roacl tr:tlhc probal>|1'

s'ill grou' cr cn l:lstcr thxn lhc provinci:rl
rutc of tr:lnsfx)rl gr( )\\11).

The mri()r lrxndicaps ()f rhe Guang-
dong lrxnsp()rt systcnl rre its capacily
limils. relilncc ()n outnr()ded tecl)n()lo-
gies, higlr cosls. aml gcogr:rphic sp:rrsity.
'l-hc provincc hls ina<lctluate and sub-
strndarcl highuavs antl onlt lirnited rail-
$'a)' sen icc. prirurilv through thc (ritical
rail liflks to the n()nlr vit lhc Guangzlr()u-
Bcijing trrrnrirr Rr)ir(ls JrL (xpcricn(inB
si1anifi canl (r)nge:iti(>n in lhc. fastcr-grow'
ing areas. Morcover, orrny rural nrads are

of low standlrcls.

Much ol thc tcchnokrgy use'd firr roacl.

rail. and rivcr transp()n rcscml)les lhxt
used b1'<lclclopecl countries in thc
l9+0s xn(l c.rrl,t l95os. Although ne$'
nrlling stotk iln(l r()ird vchiclc technolG
gies arc bcing intrrxluced in China. nrx
rll of it is well planncd. F()r cxamplr. th(
recent intr()(lLr(1i()n ol rnodern heavy
trucks is cuusing r:rpid dctcrioration ()l'

prvemenls which arc t<xr thin to suPpon
the heavier kracls.

Gro$th rrtcs in (;uxng(k)ng in frcight
lnd pass.c'nger trlrnsJxrn dcmand over thc
next l0 ,vcars t'oulcl rcsult in r 250-500
percent increilsc in total demand <>n thc
lran$Pon systenr. Slron-lcrm pft)iccls k)
nrect dcnan(l bv increasing road ancl r:Lil

c.lpacity in nttjor corrickrrs arc undenr,ll,
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US-CHINA BUSINESS COUNCIT 2OTH ANNIVERSAR,Y

The Foun
of the Cou

a

'l ltt (lotrncil s hisl()rr l)(l{ins sh()rll\' .rf'l( r l'rrsi(ltrtt
\ir(rr's rcclrnlt $nh \lrro Zcrkrng in l9ll. li)ll()\ing llr(ir
signrng ()t lllc Slrilni.llrili (i)nrnrlrni(ltrc orr Irclxtrur'r 22. lrotlt
tllc I rlirc(l slxt('ri lnri (lhinrr \()uglrt r'hrrnnels to iirsl,.'r'rclrr
li()ns. I S (]llirtlr Iclulions hlrrl lrtr. n in rr rlctlr lrrczc li)r t\\'()
tlcc:rdts:rncl tlrcr'c ltecl lrrcn rrn ulrtr()st l()llrlcrnl)irrg() (nr IIS
husiness $ilh (lllinil. I'i)Irn:rl rliPkrrllutic rr']ulions rrrrr otrt
ol'tlrr' tlLrcstioD in l1)rl, xs lh( llI]ilc(l Stiles rec()qnizc(l tlr(
I.lt,Ptrhlir ol Chin:r orr'flrr$'lLn rs lhC solt lcgilimllc g()rcan-
rrr('nl ()l rll ol'(.lrinr. llul unofficial relationships with
the Peoplc's Rcpublic of China were encouraged try the
Us govcrnmetrt, pavlrg thc way for the Council's role
in enhancing US-China relations.

Slrortlt rrtic'r llr( \i\()n visil, S(nirl(] lcurlcls i\lilit trlll]s-
llcl(l 1l)-Nll ) lrrl llrrglr 5.()rt (lt-l'A) !isil((l l}tiiing. ilnLl irl

.lurtc. ll()Lrsr l\lxj(nil\ l-c1r(lcr IIuI tnrggs (I)-l.A)xn(l trlin()r
ill l.(il(i(,r (lclir](l l'()r(l (R \ll)lr-urtlcrl lo (]1lin.r. I.rcronlpr-
nicrl tlrc lftrusc rlelcglttion es rt tr'rrclt slrcr'illrsl. lh( lirggs
lin-(l llr('(linus in lJciiing in!lu(l(cl :r tlis.ussirrn \\ith (ihirl
(1)ur'r.il f()I, lllc l'r()ol()ti()n (, lnlcrnxli()nirl 'l |rrrir' ((.(.1)ll )

Vicr (lluril'l]ran Li Xi,ir. Li \rxLc(l tlr:rl tlrrrC urrs lirtlc Ploslrtct
lor' .rnt, signihcint Sin(r[ 5 lre(lc rn(1. in l.rlcr rr(('lin.qs \ itl]
tlrc rlcIgution, I\'('l]licr Zh()u lllliri llllinrlr(l Chitlls slrlng
(lisln(linilli(rl l() r('l)cill tlrc nrisli;rtirncs tlrt netiorr strlli'r-etl
(lLrrinit lllc 19tl) crntuD in tr.rtlc witlr thc \\tst witlr r.liPl()

rnlrl i(' csl lrng( rncnl likr'l1 to crrntinrrr'lirl tltr lirrcsccul.llc lLt-

turt iln(l US lrrr.,'s sevcr'clt' linritiDg t11l(lc $ilh r'onrrllrrnist
trrunllirs srr< lr xs (lltinil, ( ()rtrlcrl iirl prr rsptcts secorcrl clinr.

\,,nL,tlrL,ltr.. tl.t ll,,grl. I,,r',i rli'\i,,n 11 l','rI r,,,,rr
rrtcnrlccl tltt (rcllli()n ()l ll n()r't-ll()\'cr'rllttcntltl ot' cltrlrsi
g()\'(nrnl(nllll (n-llanizilli()n in tlrt Llnitccl slrlrs k) I)r(nn()lc
tla(lc arlrti()ns \\'ilh (ihir]rl, ll I)r()l)()slrl $ hi(h clruglrt the i.'yr.'

rrl tlr( Nixon \l1hi(( Il()usc. V'illl llr('l)rcsi(lcnl s rn(r)Lrallge-
lllc l. l{()l)rn ll()rnlills ()i tlrt \ettrDlrl S(r'rrr'itt (];Lrnr'il enrl
(i)nrn(r(c S((r(1.uJ'l'lcclt'rir'k l)cnl inlirr'rrtelly,usstrttlrlc<l lt

llr()ul) ol' srni()r busintss lcltlers \\ lr(), in AI)ril l()lJ.
li)l-trc(l lll( l]()lr(l (r' l)irt(1()fs ol tlrr rrcl,'lt, in(()rl.lr)rrl1('(l
\lltionill (i)Lrn(il Ii)r llS'(lhinr'lirrtlt,, Inr. Atlo[r(] U'irllcr
SLrlrr,\' ;rr:rngr. cl in('(nl)(nuli(r) ol tlre \uttrrltl (i)Lu)ail lin(l
ber'lrnre its hr'st lt'grrl corrnsel. l)(nrirl(l l}tlnrhilrr. ahlinrtrn
ilrl(l (lE() ()l \Vr'stir'rgll(xrsc Ll('(tric (irl).. \ls rlttlccl rh:rir
nlrn ol'tlrt (lorrncil's lroard. lirrrnrling lroerrl rrrcrrrl)crs ir)-

tlutlctl V'illiuI]r 5l Ilirtlcn. (lliriflrrrn ()l th( 1.(1. l\'nn(\'(l().i
(;:rlrri(l llilllg(', r'hlilnran ol tlrr' lrolrrl ol trlunrrlrtctur'cr-s
Ilrrn()\cr 'lrlrst tirnk: Williunr 1 k,\\ ilr. (lli() of I)r't'r'r' & (ir :

I )onul(.1 \1. Kcrcl:tll oi l)cl)l'i(l(), In(.i 1t()l)c.t ,\Lrlotl ()t l;Nl(l
(irrP.: lilt,rl S,.r'tl. Plcsirl,. nt ol (llqrll, Jnr.; rrncl I'Itolltort

I Eugenel'hcroux is a legal partncr with l].rker &
McKcnzie and is vicc chainnan of the Board of
Direct()r.i ()f thc lis-Chfura llusiflesli Council.

Eugene Theroux

U ils(n1, (lllo i)1 li()ri|rg (i).
li) (l(1(rnrn( ulrctlrcr cnouglt IlS lrusinr'ss sul)l)(nl c\-

istc(l t() sustlin th('C()Lln(il :rnrl rrh,.lhcr-tlrr' (irtrnr'il rrorrLl
1.lc uclconrccl l)\' (lltirrx. lltc llour'rl took l\\1) 1l(lirrls. l'irs1

thc (,()un(il (rnvcntrl lr (rnlcrcnct ()n lIil(l( \rillr (.1]rnil.

l lrt conti rcncc. the founding event of what is now the
Us-China Busilcss Council, was held at the Mayflower
Hotel in Washington, DC on Mry 31, 1973- Moie than
500 companies attended, demonstrating afl unmistak-
able interest in learning about business opportunities
ilr China--despite the fact that, in 1973, China's global
foreign trade amounted to less thafl J.C. Penney's a[-
nual sales.

(lhir1.l grl\a tll( (l()uncil rts (lrop ol uPpr^rrl by strrrlinc lo
tlrc conlcrenrr llxn \Lr (llltcr (-hinrt s ArttlrtssurLrr'to \\'ltsh'
ingl(tn). l'h()uglr (llrine lurl c trtlrlishctl ir "l.iris(nr Olii(r" ir)

\!'rslrngt(Jn in l9-1, i llrosc rlrrVs. (lhin(,s(,()lli(iirls rilr( l\
Jl)p( luc (l l)ul)li(l)'. s() l lln 5 irl)l)cur.rn( c rrxll\' l)i(luc(l lllr i11

tr'rc\l 1)t rrtlcn(linq (\)rrl)uni( \ (l()un( il Ii)ilr(l (lhlrilnrrrn
llrrrnlurrrt unr'ror.rrtr'ccl ltt tlrc corrli'rcnr't tllxt (,hrist()l)lttr Il.
l)hilli|s lrurl ll cn tnglgc el tr, 'crr c us tlrt' ( i lrnr il s fir':t Prl s

i(lcnl, l() trke oliirc on thc c(nlplcli()D ol his (luti('s Ns l5
dcPLrl) rrnrlr;rssucl<,r (LIrdcr' (;c(ngc llush) rt tlrc l:rlited \x
ll()ns ll\ tlrc cnrl rrt th,-,(luv. nr()st ()l llrc (()nrpJni('s r(pr(
scnlc(l irl lhc trrrtli'tcrttr l]ltrl signtrl trJ) t() i()in tllr (:oLrnail.

Ar()un(i Ill( s:lnrc tinrc. IlLrrnlliln irl)l)()iDl((l ll]( (irun(il
ricc Pr-tsiclcnt rrr'rtl scnt I]rc t() llcijing t() r)rccl \\'ilh C(ll)l'l'
otlicirrls. 'l lroLrgh :r "Pco1>lc s ( n-g.rrizuLi(n1, (l(ll'l'l \\'rs lllc
chunrrrl tli(rtrglt \\ lii.h (ihiril s \1ir'listry' ()1 'l rrr(lc \\t )rkc(l l( )

lrrnclrr<l lr-urlt l)r'(nrx)ti()n 1l(li\itics \\'itlt torLntr'ies letkirrg
cliploruutir ti(s \\'itll (llrinil. (l(ll'l'f Vl('c Chilinnirn Li (lllu.rn
lussrrl(tl nrc tlrul (l(-lrl'l rrt[tlcl crxrpctulc \\'illl lllr nc\\
(i )uncil.

llerk in \Vrrslringtorr, tlrr fir:t (irurtr'il ollitrs tttLt oprrtrcl
in u lrurkling l)I1 lllll Str(cl ir(ljr((nt lr) tlr( \1.1\ll()\\(r IIolcl.
Al lhut lil]re. (llriru s Lixis()n ()lli.r u.xs lot'rtcrl in lltc
trllnlLrrrtr'. lrnLl, l)! sll(cr (\)inci<lt ncl. thc lrrrck wintkrus ol'
tlrc (lrLrncils nru lilih lLx,r' olliccs u'cr-t dircctl\' ()pl)()sitc

thc rvinrknvs ol tlrt l.ilis()n ()1fi(( s l)inl.l l)onu r(xnrl.
In octol)cr l9lJ, rh( (i)unril oPcncrl its i'ir't Chinu ol'

ht,. in tlrt l)(,ng I'iUrg I{()lcl in (luJngTlxnr to uitl Anrc|i
cxl]s .rttrn(ling tll( (ihincs( Ii\pr)n (inrnr()(liti(s Irrrr. xls(r
kno$n :rs llr( (.:rnl()n truir. 'lIlc nc\t ltr()ntll. thc lirsl
lrloetilv llltsr'cl I S trltc[ citlt'glrtillrr to Ohinlt, rrrrnPostrl rll'
nrt'nrlrr'r's ol tlrc (i)Lrncil's Il()xr(l ()l I)irc.l()r'. \isilr(l (lltinx
to r.st;rlrlislr tlrr'(.oLrnr'il ls (l(:l'l'l s (1)unl('r'l)ilrl lrncl l,r Plun
lrrr' ltrttrr't' 1lr(i( ct(llrngcs ltrrrl trlribiti,ros. U'h(n l l.lrl
Irirnfll. (lcl)ul\'(lir((1()r gcncrlrl ol tlre (llrinrr Nuti()rt:rl 'lcr
tilL\ ln)l)()fl r\ I:\l)()rl (inl). lt'tl (lhin;r's filst ttttI rltIgu
ti(nr l() thc llnil((l :ilirlcs in li'lrurrr\ l9r;. (i)un(il I)r(si(l(nl
l)lrillips grcctcrl hcr lt thc rrirl)()11 sitlr lLlrtr'. lrrrrI r-r'lrt-

ti(rrs llr(l l)('gLrn l() l)l()ss(,nr. O!
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A Look atthe Score

66lor thc Urlunr'il's llr.it i 6 \'crrs, l)eli )r( lh( (still)lishn)( nt {)I trS
PR(l (lipl(nnrti( rljLrltrns. uc $'crr uhlt lic<Ircrrtlt tr) ect rs ln
unolhcirl grrlrr.'trvtrn. l-l lr( l-Sl llr(l J liilison ollicc in Ikiiing l)ul
thcr hld grert cliltcull\ i11 gcninli (ll)inc:ie ()lli.ixls k) c(rnt tt) lhr
()fhcc..V-llcn I \tr'nl lhcrcNilllthr t(nrlxrs r:f tltc ciclcg:ttiort.
\\'. .()Ul(l invit( s(nir )r ( llrint sr \ lrrr \rrttlcl r..cpt ()ur invitxti(,n

October 1972
More thon 40 US firms oltend
Cqnton Trqde Foir for the first time

N.'.ay 1973
Chinese lioison Oflice opens in Woshingion, DC; US tioircn
Office opens in Beiiing

lnougurol meeling ol the Notionol Council lor US-Chino
Trode

November 1973
First Council boord trip lo Chino

Febmary 1975

The Counril hosh first
Chinese delegotion to he United Stotei

(6ln lhc r:rrlr vcilrs.a(ntlrt)cr(ill (rnrlir(t (ljr1lcr(d()nlhclritd( l':lirs
held in Cueogckrng. It \\'r\ kin(i ()f ex.iling l( ) P:rni( iPalc in tllc
intc'rnetional gror.rp. rtrl ing ul) Jll niglrt .rl th. l)(nr8lrn8 ll(n( 1.

rq ing t() gel telcxcs oul. lxlping thc iLr nr:l(lrin(s \u )ul(ln ( lnl rk
rkru n. Thcrc u t-re no rcliiS( rxl( )rs. r)( ) irir r{ nldili(nring. ll $ rls

rcalh'(anrping ()ut. llht (iltinesrl pcrDlc w(r( (xlrcnl(lY lricndl):
you coulcln't go enyw'l)erc \\ilhotrl pcrplc ollcring trr

hclp....Thcrc ruas:t rerl senst'rrlclisrovctl rls r \Icstctn(r. \i)tr
rvcrc kirrr.l ol on l fronticr'.)t

-l\n ,lltvtl' l)l)i/)lN. t'ic.' l),\,silotl.
Chittd Protl Llr NDlh Attlt\ica. l c ((.i)ttnLil ttu'nh! sit,(c lt)7())

Jarruary 1979

U5thino diplomotic relotionr ertqblished

((l \\xs \\ith ()ur nr:,t ((,ns(rudtrn c(lrril)rr)(r1t (l(l!ilrli{)n t{) (lhio.l

in l)cccnrlrr l9-i'i.'f()ur(l ll)r: e (l r)l r,ur\isil. Illrtl rrc:rll in rrrr
Cuilin hotcl r(xnn lfi)nr .t ntcnrltr r,f thc I S crnhxssr rl:1ll'in
llcijirlg silYing lhrlt n()rm:lliTitlir )n ol r(lllli( )rts \\ Js l() ()( ( ur $ itl)in
(wo rvcck: -lrr ennr)un('(nr(nt hl(l iLrl'l lr'tn nlrr[. I hud lxr'n
c\prcriol{ it k) hlplx n io :r gcnt r:rl u uv, lxrt tlt tinring * us u

conrplctr surprirc.
'f() ccl(l)r.rl( n()r|):lli4rlion. on tltr'l:rst nighl ()l rur \ ir'it. in

(;ulngzh()u. our Br()up lrostr'rl I hLrgr'. rrnpronrlru hIntlLrtt lrr ull

,t,

lt

I
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June 1971
U5 ends 2 I -yror emborgo on hode with Chino

February 1972
Prcsident Nixon qnd Premier Zhou Enhi
sign Shonghoi Communique

September 1972
Fint U5 groin rcle io Chino

to visil thc ()tfic( l-his \\'1ls \\clc(nrr( l)\'tlrc liuistrn oll'itc. lr<uusc
thev didnl harc thosc kin(l\ (r'((nrtx(ts ,,

-ahri\tupl)cr 
I'l)iuips. Il\' ( -irttt. iI s./i^l Pr\riitl',tI
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thc (:hincs( inv()l\ed $ilh th(,trip irl ll (sturrrlrot pl!ili()n in lllc
ntirlcllc ol u lrtkt.
V't h:rd r u orrdcrlirl pr, rgrunt, s itlt slrt c r.ltc s rocl torsls. prcscn'

lrli()ns (, Fili\, rn(l (:hincs( \rnrBr,. Sinr( lltis $rs n(^\'iust r $.tjck
l)(li)rc (lllristllus. uc lriglrlightr.d thc crening l)\'singing (]hri\tnus
(xr{)ls. in gnrnd llrrrD()rr)'. (i)l)ics r)l the $ords wcrt pesse<l rrut

lirr ell tlrosc prr:sr..nt tr ) ir)jn in. \\ hi(l s(nnc ()l th( (:hin(sr lltcrc
nlrugcd trr rlr It \\rs x \rn poigrr:rnt ntorncnr und rl.rov (r'us
\\rrt in (c:rrs. lirrturul( rs w( \\'(r( t() lx.irr (lhinil xt thrt tinlc.

'Ii) cnd thc (\'(nin8. \\'c (,r8rr)izc(l :rn (nr)rnrous lrurst of llrc-
c rrc kers. pttrc ltescrl s ith thc rc rrtrtts ol tlrt rlclcgatirxr's bur.lgct.
tur plrr our srnrll p:rn in uslrcring in x nc\\'rrr:l ()l rr.lxri()ns
|r.t\\'ccn Il)u l nil((l st:rt(\ rnd (]l)iDx. 'l'll( firc\rrrks .rrnrrtl lo g0

-.\:iLhld:; l. dh& . tl.r( (.i) dl s.li,:il liirk,r.'l luhhLatiuts

Decemtler 1983
Chino ioins the Multi-Fiber Agreemenl

January-1,)84
Premier Zhoo Ziyong speoks ot o Council luncheon in
Woshington

November 1984
3M sets up the ffrst U5 wholly foreign-owned enterpriie in
Chino

July 1985
Foreign Economic Conhoct low promulgobd

PRC President [i Xionnion virits the Council's Woshingl,on
office

January 1986
US-Chino Biloterol Tox Treoty rigned

Novemlrer 1986
Council delegotion trovels lo Beiiing to presenl lo senior
policy-moking officiols detoiled recommendqtions on how to
improve the investment environmenl in Chino

6('llrr'(ioLrniil .l)(.olllLL lr,rr qrrL rr rrs.r lrrr,.rtl r rr rr ,,1 llr.rrt.'.
Lorrrlilr,,n'..r|lrlrrrrg!'(,)rn)fr( (lirl,r. nx,nllrl\ rrr\\('ll(r\ ir (i

| | 1 I ( ) | | r r i r I r ( ) | r , , I r .\.rl) rrr.L11,(1\.r,lrl I) i rrr,l llr.. rrrl,,r rrr.rtr,,rr lrr.llr.
{r\ glttr!(' i '(rr I)i ^ltil}]r 

\ llrrr \ (' rr( ,1 )lr,ilr l, i( ( ' ,t
Itirl l'lltrnr. t)tt)lttltt t'f \nttLit: l)t.!! t\,ll lh'\\ttl\tltl)t,,

t( t, tit tl ')tl,t'tl\'r 
\tttt t, lt)--)

February 1)87
Chino opplies to join he GATI

September 1987
He Chunlin, executive directo. ol the Stqte Council leoding
Group on Foreign lnvertment, dixures investmenl problems
with Council member componies in vorious U5 cities

March 1988
7th Notionol People's Congress onnounces new
orgonizotionol reforms ond promulgohs Conhoctuol Joinl
Venture Low

December 1988
lnflotion lor the yeor hitr 20-30 percent

March 1989
[i Peng outlines o lemporory progrom of e<onomic
rehenchment in his report t'o the Notionol People's Congress

April1989
Council delegotion discusses potent problems ond presents o
recommendotion poper lo Beiiing officiols

Chino's Joint Venture Low promulgoed

the Council hosts Vice Premier Deng Xiooping ond Presi&nt
Corler ot o Kennedy Cenler golo in honor o[ Deng's visit to
the United Stqtes

6(llrr. llr'st rorrpl,.'ol rrrrrrrtlrs;ritcr'll'tsit[r)l (]rrtcrlrnr)()un(('d
n(nlllllrzirli()rr \\('r( jusl irr(r(.(lil)l(lillrll( (lotrncill IhePlroncs
rirng ()ll Ill(, lrx)k rrx)rrlirr!. rroorr. irnrl nigltt. livr.,n possib[.,srnell,
nr( rlirrnt. untl lu|gt' corrrpuny wrrs L rlling irr. irsliirrg Ii)r i li,rrrr:l
ti(nr ()rr lt(N l() gct irrto tlx (:lrirll nrir (( 1. lt \\irs spc(iul l() Ix :lt
th(.ii)rrl11)nt ()l (;lrirrir's (Ix nirrg.r,

-(.'tt 
tl )lt t t lh'(,lt ut. st\t it, ll r!5hi ttlh )n ttl)t1'sLrt ktl it (.

(;r t,t'll lfu)lr)t\ (.1n|) t(.inrt(il nkt)tl)o sitta( l(),-6)
trkl _li ), tt'{,r l'&kl tl llx, (.1 )u )tL il'r iinr\tturtrl./rl 

^.r'l 
s.,1't{,s

October 1979
First US ioint venture conkoct signed by ES Pocific

Development Co. ond CITS to build lhe Greot Woll Hotel in

Beiiing

Rong Yiren, president ond boqrd choirmon ol the Chino
lnternotionol Tru:l ond lnveltment Corp. (ClTlC), oddresses
the Council in the first of mony visits

January 1980
U5 owords Mosl fovored Notion (MFN) d,otus b Chino,

subiect lo onnuol renewol

April l98O
Chino joins the lncrnolionol Monelory Fund ond the World
Bonk

April1982
First US monulocturing ioint venture (ontroct opproved

between Foxboro Co. ond Shonghoi lnshument lndustry Co.

May 1983
Chino deemed o "friendly, nonoligned notion" for US export
conkols purposes; "green rone" creofed br US exports to
Chino

June 1983
Former President Nixon speoks ot lhe Council's lOth
onniverrcry
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June 1989
Chinq receives world-wide condemnotion qnd sonctions in
reoction to the killing ol pro-democrocy prolesiers ol
fiononmen Squore; mony US firms tempororily evocuole
expokiote personnel ond reossess lheir commitment tro

Chino business; the Council clorly monitors the situotion in
Chino throughout the summer ond reportr to member
componies by doily fox reports

Octotrer 1989
Council President Roger W. Sullivon trovels to Eeiiing to
speok ot lhe lOth Anniverrcry of CITIC ond to meet with o
wide mnge of *nior govem.nenl officiols who confirm plons

lo strenglhen the cenhol plonning syslem ond Porty conhol
o{ enterprises

Jatuary l99O
Stole Depodment liftr Chino hovel o&isory imposed in June

r989

April l99o
Congressionol debote over the renewol ol Chinq's MFN
stotus begins; lhe Council tokes o leoding role in the fight for
unconditionol renewol

6(Espc(ixll) in tlrr filst vcar ol tltt ]\'1I'N rsn($rl. il'it wu:.n t li)r
thc Council l)einq Nilliog l() l)c tll( pLrlrlir lutc $lrcn u Lrt ot
(rnrlxni(s w(.i(.n'l \\'illing to I)C orrt lftrnt lc!{l,(ling (:hinr. I (L)n\
tlrink rvrs<xrld huvt !lr)tt('n rtn$\'irl lltc(:rlun(il l)lrs lrr'rn gt't
ring tl)r \t()r! ()ul t.tgltrding tltc rrn[)(rnun(r. ('f \11]\ li,r r(lxli()ns
$ itlr (lhinr ), -(.tttilt\t lh\,htrt

September 1990
Coplght Low promulgoted

December 1990
US trode defic wilh Chino reoches S10.4 billion

May 1991
Office of the Unicd Sioles Trode Represenlotive {USIR)
begins investigotion inb Chinere violq$ons of US inielle<tuol
property rights

June 1991
Council leoders meet with Premier [i Peng, who expresses
concern over the issue of MFN conditions for Chino

President Burh imposes :onctions on high technology trode
with Chino in retoliotion lor Chinese honrhr ol missile
Echnology lo Pokirton ond 5lo

November 1991
USIR initiocs o frormol invesligotion of Chinese mq*et
occess borriers

Janu.ary l))2
The United Stqtes ond Chino sign o Memorondum of
Understonding (MOU) on incllectuol property protection

Shonghoi ond Shenzhen securilies exchonges isue '8'
shores for foeign inverior

Deng Xiooping ioumeys to Guongdong Province, colling for
fosler economic growth ond "bolder reform"

6(llstun lrl.'tlr-!()l(l rr\lr rn \oLlrl) (.lIn.r Ilrr-.lr.rn,^rr..r|rLlt.r
nrrln irr (\.'r'! 't'n'r' \'orr 'r't lrtltr.'r 'kltrrr.rlrrt.rlrvrrt,

1l l)l,lk l rtlil \t\tit,t t it l|t'\i(h ttt. ttDl,nttk thr dt,/)nR ttl
l l l l lL'i t t : r t, t t.i )t t tk t l trotl)l t- \t t tt ( l t r\ l )

March 1992
Chino qccedes to the Nucleqr Non-Prolibrolion Treoty (NPI)

The United St'otes lifrs June l99l high-technology :onctions
os Chino promises ho obide by the Missile Technology
Conhol Regime (MTCR)

Irily 1992
Chino opens tertiory indushies io foreign porticipotion

The United Slol,es ond Chino sign on MOU on prircn lobor lo
eose US concerns over exporls of prison-mode goods

September 1!!2
Council President Donold M. Anderrcn leqdr o boord
delegolion thot presents to senior-level Chinese ofliciols
recommendolions on improving Chino's inveslment <limole

October 1992
The UniEd Stotes ond Chino rign on MOU on mq*el occess

in Chino; impoa licenses eosed br mony U5 expofi

Chino ioins Beme Copyight Convention

Chinese oul^omobile producer Jinbei Automobile
Shoreholding Co., Ud. becomer the ffrst Chinese <ompony to
list on the New Yo* Stock Exchonge

March 1993
The Notionol People's Congress omends the <onslitulion lo
refect Chino's new policy ol developing o "sociolist morket
econom/'

66(llrinir i\,r'rrrLrtt lx" Plrr,. ltlrirrl .rrrr rorlr,r',rtir,rl1)l .rrr\si/(
or signiliruni(' l,rrl'ing Irr gro$tlrIrll( n(\l ll)l() l0 !r':u\ lr;rs

n).. lt(l inlotll( r,l(t'n(^\ sl.r llrg \()Lr'\( 1li)lll,l)( llr(R l()l)irl
ri( iPllr.r, li lr\l' l:inht|

April1993
Slote Plonning Commission Vice Choirmon Gon Ziyu leods o
buying delegotion to the United Stoter; purchqses of oircrsft
ond outomqbiles wortfi 5960 million ore mode

June 1993
Ihe Council celebrotes ih 20lh onniversory
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A partner
in China's future

United Technologies Corporation

has rna.le a str()ng commitment to husiness partncrslrips

ir-r (11'rina :rs plrt of our worldwide husiness dcve loprne nt.

Internatkrnal business

acc()unts frrr more than half of our corporation'.s rcve nues,

and,rur collahtrrations in China are helping us

lay a strategic foundation

tirr continuing glohaI husiness success.

UNITED
TECHNOLOGIES

Pratt & Whitney aircrafi enginrs Carrier heating and air conditioning

Otis olcvarol"i and cscalaron Hamilton Standard aerospacc systemr Sikorsky hclicopren
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Th6 new 63 story

GITIC Plaza complex

in Guangzhou teatures

Carrior air condilioning

and Otis slevators and

escalators. Carrier and

otis sach have fout

ioinl venlure companies

op€raling today in

the People's Rspublic

of China.
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The Future
Chin a' s Economic Reforms

f
I Pecr Honold

S
ince the now legendary visir of Deng Xaoping to rhe
South early in 1992, rhere has been almost constanr
reaffirmation of the renewed commitment to rcform
and opening of the economy. However, until receotly,

this was realized primarily rhrough a higher level of devclop
ment rdivity, especially in rhe coastal regbns. lndeed, 1992
saw a quite remarkable pace of economic activity, with overall
economic growth at 1J perccnt but sclme of the coasral
provinces groeing at well over 20 percent. Moreover. much of
the increased outpur came n()t from rhc old State sector, but
from the non-State towoship and village enterprises, and from
Lhe very ruprd explnsion o[ forcign investmenr.

Our latest sratistics show that the record inflow of foreign
exchange in 1992 to finance such investmcnt was about $9 bil-
lion, which makes China by far the most popular destinarion
in the developing world. There are as yer no sigos thar rhis
was a 'bubble," and the pace seems to be continuing rhis
year. Changed arrirudes have facilirared rhis rapid growrh
within China, as local leaders have rushed to our-do each
other in the speed of approval o[ new projects.

ln the period since rhe l4th Party Congress in Ooobcr ind,
even m()re imponanr, the National People's Congress (NpC) in
March, we can see a far oore speclffc approach to re-
forms acroos a *'lde spectruD- The key to each is the en-
dors€ment of the use ol ,rarket solutlons m the prob-
lems of the Chinese economy, whlle bcfotc therc was
still a need to balance the requfuEEents of planning and
the role of markets. The key to this ls that sociallsm ls
oow s€en to be r€flecled in ,ust two fuatures of tlre econ-
omy: the dom-lnance of public owoetshlp, very broadly
defined, and balanced lncome distrlbutlon to avoid
poverty. I will touch on six areas of reform.

Enterprls€ rcform is now er the hean of rhe agenda. In
July 1992, the government puhlished imponanr new rcgula-
tions whi.h set out with much greater clarity the future rela-
tionship betwecn the Stare and eoterpriscs By now, all
provinces have moved to devck)p implementing regulations to
pur ese ;rolicies into practice, which is, of course. the filost
difficult aspect. The regulations grant a wide range o[ tiee

I Peter llarr,old ls principal economist, China and
Mongolia Department, at the Country Operatiorl!
Divislon of the World Baolc

doms to enterprise managers, albeit within the constraints of
the rights of the govemmcnt as owners. !7hat this represenls
is the corporulization o[ China's SGfe-owned enterprises. For
the nrsr time, enterprise management can be held truly ac-
countable lbr the performance o[ rhcrr enterprises.

Of course this policy could fail, and in rwo key respects.
First, the government has yet to work out new institutional
srmngements to represent the owoership lunction of the State.
although they are hard at work on this aspect. Second, there
are powerful interest groups, notably in the industrial bureaus
and ministries, that do not wish to see their own powers di-
minish. They can be expected to wagc a strong rearguard de-
fense of their currenr position. Nevertheless, this new enter,
prise reform policy can be inrerprered as rhe besl approach
yet to addrcssing rhe serious problems of rhe Chinese state
sector, and thus merits close anention and assistance.

Ptice rcform has made quiet and steady progress in re-
cent years, even rhough the administEtive apparatus has yet
to be fully dismanded. Prices of coal and oil are being liberal-
ized through sharply reducing the share of ourpur allocated
bv the plan, and rhe urban grain sysrem is being rumed over
to the market in a large number of provinces. The ncxt step
will be a crucial one: the liberalization of freight rranspon to
permit the frcer movement of goods. But the key point is that
price reform has moved from rhe l9tl9-91 stage of adiusring
distorted prices to one in which the emphasis is on the devel-
opment of market.s.

Recent movcs in trade poltcy reform. especially since the
October 19192 Jol memorirndum signed herween the US and
China, coupled with China's detemination to resume its seat
in the GA'[T, mean a strong move irway from administrative
control over trade toward control through economic means.
This is now being parallelcd by moves to reform rhe manage-
ment of foreign exchange, and to make those existing foreign
exchange markets in China work efTiciently and rationally.
China appears determined to unfy its exchange ratcs lts soon
as possible. and now seems to see movement toward the con,
venibilitv of the currency as i necessary step to cement the
open econorny. Change will not come casily, but, there seems
to be a rencwed determination to de'6ne markct solutions in
this sector.

In the area clf ftnanclal s€ctor rcfofm, the issues are not
new: the need to make the specialized banks behave as banks
rarher than crshiers for the State, and the need to strengthen

I US.CHINA BUSINESS COUNCIL 2OIh ANNIVERSARY 1993
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tl)c ccntr:rl lrunk. 'l lru !()\srnrD(nt is rros' lrrklrcssing tltt krng
strnding issu( ()l th(' r(.,r()\':ll ()l Policv lclrcling -i.t.., lcntling
xt thc l)ch(sl (r'lh( S1rlc-l'r()nt tlre sltcializcd banks antl is
l()rn)ing n(\\"1rrlirv hlnks instcud. V'lrt.tlrr'r tl)is s(11(.ntc \\ill
\\r)rk is pcrh:rps l(ss inrl)(11.lot tlLtn tlte nrrrtivatron I>cltind it.

altlror.rgh tltis urcr rcorJi,rs ()n( in \\'l)i(l) r)rualr \\'r)rk rcll:rins t()

ll cirnc. V'ith r(\l)a(t l() llle (cnltul l)lrok, n)u(ll ()l thr Ijsk js

llrc t(('hnl('Jl one ol uPgmcling skill' lorl systcris. r\,lrirt tlrc
Vi)rld ll:rnk :rncl thc Itrllrart lrurcl et ut,rk on, lrrrt tlrt principlc
()l x slr()n!{ cr:nl(rl lrrnk rblc to opt'retc nxrnctary grlity clli'r'
ti\'('l) is n()\\'r(t(ptctl rts l kcy tltlllcngc li)r Ihc lillure.

l'hr lifih lrca i:, llrrt ()l fuscal rcform. 'lhc g()\crnnrcnt rcc
, 
')lnl,/( \ IlrJ( tlrr'fi.rul s).tr'rrt llr:lt c\r\t\ Jl I)r('s('rll r\ rrr,t \(trl-

:rble firr thc trxnsiti()n 1() tlrr orxrkct (.(r)n(,D)). 'l hc l)rrscnt trx
systcnl is dcli(icnt rvitlt rcsperr t{) rel:Lti()nship5 it prcsen'c:,
hrth ltt\'ccn thc Strte ind c,tt(.rpriscs, anrl l)(luct.n tht.ccn
Icr.rnd thr Ixll govcrnnrcnls. -l hc lu(k ol chstiLity in thc sys-

Icnl Prcvents tl)( ccotrxl g()\'crn,rcnt l(nr p(,rli)fllring s()rne ()t

tllc kry r()lcs ()l g()vcrnrncnl, tn(l (k)rs n()l supp()rt llrr r)rrn-

xgror(jnl ()l tl)c ec(xr)nry lllr(rrrgh indir(.cl Drrcr()c(on()nlic
orrlns.'lllcrr is r'row rr rcr'rtwcd cllirn to uclclrcss llt(sc issucs.

A rlcu' scl ()l t:lxcs is l>eing prcpare<l lirr inrplcntcnt:Llion,
$,lrich rlill ()pc,-ulc ()n xn ":lmr's lcngtll' lrrsis. 'lhcs<. inchrcle

thc pr()p()sal L() intr(xlLr(c a ln'():l(l-l)lrsc(|, vlllue-r(lde(l tilx.
'l hcrr, art, als() invcst iglll i( )ns rrnclcr wlry to clcvcL4r a new
tvlry l() shxrc rcvcnLrc lttwc.r'n tlt(. ((nt(.r an(l l()(xlilics. At
paescnl, thcre r:,:r rl vcnul, shlrring systcnr, whitlr <lir.iclcs the
unililrD tal\es l)rt$ccn lhc turr lcvcls: this will lr rciirrlrccl
int() il scl ()f tilxcs ll)Jl l)el(Dllri erclusiv(ly to Irel govcrn-
rncnls, llrld s()nrc Ilrrl \\'ill ltlong cxt lusivcly <)r n()slly t() lllc
acnlrr. \\ilh l srnullcr sltltrc R,nrxining t() I)( (iivi(le(l l)et$(,cn
thcrtr.'l'his relirlrtt lrill r(\lLrirc cn()nr()us clii)rls llnd c()nsider-

alrlc tinrc. in\()lring xs it ckrs tlrr intr()du(-ti{)n ()l cnlircl\'
rrc\\ lil)( syst( ors rlnd lr rl(w lir-rrr ()f llx r(hrrinislfuti()n, lxll
lhc crrrr(nl sct ()l pirpos:rls irr(.tl)c nr()\t scri()Lls wc lril\,c
sccrl in lhis Jrc:l

l hc firrlrl (.lirrnr is rhrl (r' govemment reorgar zatiorr.
'l'hc 6rst:rttcnrpts in this fitl(l $crc intrrrlucccl tt tlic rcaenl
\1,(., l)ut \\'crc rurll(r rinlkl. lt is to lx, llrlxrl tlut $'( \\'ill scc
lunhcr pr,rgrcss in ts-o kc1 :rrc:rs. lfirsl. thc !l()\'crnrncnl llrs
ICI t() ('rcalc ()r'n()nri,llrtc lrn ilgen(!'\\illl l)rinlxn' rrsp()nsil)il-
il\, lirr nr:rcr()cconorr)ic I]lllnirr.{cnlcnt, $ hich continrres to hrnr-
pcr thc li)rmulxlt)n ()l Jppr()l)rixt( policics in tlri5 iuc:r. Scr

oncl. onll lt ntorltst stltn hus lt<'n nr:rcle l() \lrcngthcn tll()se
lr5P('ats ()f tht'stnrctur!'(rilicirl t() ir nrillk(1 c(rnr()ntl. arnd l()
clinrinlltc llte rr'lnrunts ( )t Ihc plrrnnt,cl ccorlrnty. Ii)r (xlln)pl(,,

ts n()lc(1. tlt( tirx r(|Ilinistrirli()n u'ill nc((l (r)nsi(l(rxl)lc r(in-
lirncrttcnl. lrtrt tlrr, Pr'it'c x(lrtrini l(lti()n (xn l)r r(.du((l (()n

sidcrahll. $/hilt tlrc tlillir'trltics ()l rtstructrrrinE l l.l()\'ern,ucnl
:ldnrinistrirli(xr ir'( n()t l() lx rltinillrize.rl, tlrt.tlsk l:r(ing Chinl
is mlclc lrnsiclcrllrly cusic'r lry tlrt'llct llrilt it is txking pl:rcc il)
a Inx)r1)irlg cc()n(nry.

l l wlrill ()l llr( rlangt rs lirr this r'cnt s,r'rl r'r'lirrrr pr'ogrurrrT
-l llc l)ir.{g(st tlrrerll. rn(l il is ir n ill (nlc. (1ntr(s li()nl llle ln)ssi
bility ol ovcrlrcatinu ol tlrr.cconorrrv lt.rcling to ln()tllcr lx)Lr(
()l inllirlion. 'lltis uottltl (! irinl\' .xus( ir sl()$(lr)\\'n. cspc-
aixllv irr srr(h urc:rs us llrtrrncrlrl s((1()f r(li)t'll] lUt(l I)l-|(('lil)er
rlizution llrr' si{ns ()l (,\(flt(ilti,tg ilr(, Jlr(it(l}' r',..rI r'lclrr.
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'l'hcrc lrlrs lrccn u rcrtplturrtncr ol'tltt tlutlc cltll.it, :rs irrr

I)(lrts. cspcciJllv t;l r:rrr nr;tlcriuls rttrrl r upitltl {(x)(l\, rr(
suakcd in. xnd irs r\l){n1s slru lrs prrxlLrtti()rr i\ irtlI]ral(Ll l()
th! (l(n csli('n1:lrkrt. l\rn rrt( r'r' \\1rr1 irU i\ lll( rlrl)i(l ri r'rn
lh(' priacs r)l- ril\\' n)xt('rills in r('sl)()Ds( trr tlrt lt nr:rIk:rlrlr.,
gr( )\\1h ()l invcslnr( Dt. unrl tlrr orrt(,ing r'(,n\lnr(1i( )n ln x )t]l

\fhile the danger of this overhcatfuig spilling (rvcr into
inllatlon is very r€-al, we do not consider that the situa-
tion has yet gone fai enough that it can only bc solved
through another bout of austerlty mea-sures. llxrlr( t. rh('

ilPpli(rli()n rt irn tlrly tirrrc ()f x rxngc ()l ir1(lir(Ll nlex:\Llrc\ l()
sl()\\' d()\'n lh( e\panli()n-n()tulrlr tlrt (risrrrg {)l inl(,r(.st
filtcs-\\'()uld l)( sLllfi(icnl t() trxrl tlrt, (\r)n(nl)\ (ll)\\'n l() i{\
:,Lrstrinxble rxte ()l gr()\\th ol illx)ur ll-t) p(r.(,nt. In rd(liri{)n l()
thc nctd t() Ilrkc sll(rrt-tcrnr oIr;lsLlrcs. tll( fc'(cnl l)!rt\l ()l

q()\\1ll cmpll.lsiTcs the inlporlrn(( ol {hc rrrrtr-r rcrr rn()nrir. rr,'

lirrnrs mtntionctl :rlxl'c. \\'hilc il is to l)c l)()lx.(l rhlr th(! \\'ill
hc Pursued, thcrr r( nrlils :r li'r'ling in (.hinrr-r':'Prriullr. ol
c()Lrrse, rt the pr()r'incixl lcrr:l-tltet rttcusrrfr's tllirt rt'inlirrct
thc r(rlc ol lltc ccntrxl g()\r'rnnrr'nl ur( irnti r(li)11]1. u,llilc (l('
c(nlrrli7;lli()n xnd dcvcl()pnlcnl ilrc syn()nyrrr()us u'ith ll..li)fl)1.
-l-h( gcnuine arerli()n of u steblc olxlksl c(r)n(n]l, will r(\lLlire
lhcsc attitr)dcs l() l)e r)\rc(1)nlc.

'lhc, second dllngcr c(rr(,s fiorr tlrr..distrilrLrtirxr ()l in.(rn(.,
lirr nrx ell ilrL- shiring in thr'ncw lnxnlr l() ll)c srrrrrc'tltgrr'r',
aln(l tlrr intcri()., nr()rc rurlrl J)r()\'in(-es .lr( lting lcli lrt'lrirril.
'Thr crntrlrl SovcrD,ncnl nc((ls l() lllrv( tl)e all)lrcity t() nrr)l)i-

lizt rcsoutcrs k) trxnsl(r l() tlle l)(xr'(r l)r()vinccs, ln(l tllis (il
prci(y crn rexlisti(xlly (nrly ((nnc liorrt ncu llscll t(s()lra(s, J

lhc c()ast!l pr()vin(cs lrre unlikcll to girc rrp t,xisting lirnr.ls.

AIso. il sccnr:, rnl)sl lik('l) lh.rl ll)c g(^crnl]r(.nt r!ill lr:rrt.to
trke nlc:lstlrcs t() re\'(rs!'lh(' r(\'rnt rlulinc in tllc lLrr)rs ()l'

ttudt li)r xgri('uhur!, li)r it is ir Ihis s(\1()r tltel inrontt's llrlt'
8r()\\ n lc-J:t ()l litu. 1l)is, irt tLtrn. \rxrltl rrr()\l lik(l\ (ntilil
higl)cr griirl priecs ti)r t.rn1)crs irs gr.rin I)llnling is lilxrelizcrl
lunher.

Finlllr. uhlt ckrs this orcrull ul)l)cJl J se\\lll(nl i tl)l\ l()r
t S (lhin:r rclllions-a I'irsr. the new emphasls on rcform lrn-
plieri that gmwlh is ltkely to br maintained ln thc &10
percent range for the r€lit of thLs decade, maldng China
the most vibiant economy in the developinS wodd. It
wlll thus be a vital market for the tis and other
econoflries, xs iorpt)fls rlrr likcl\ t() gro\. on :rrtrirq(. l)\
or()r('th.ln llle gr()\\'llr ol llre c,.rrnotttr', (n'l)\']o.lr(.f:tJ.lr'()l
.rlxrut Sl0 billion u vcur. S(ontl. tlrc[c is likclr to lr'.rn irr

(r'clrsingl) ()pcrr tftl(lin1,l svst(nr in ()ltinu, lxrtlr txtcnrullt;rncl
intt'rnully. u'lriclt olli't's lll(' I)r)l('nlirl lirt rrn trr.r'in('r(lsing
nuoll)rr ()l l)Lrsirluss ()l)lx)flunitir's in rrn t'xp;rntling nul l)(,t'()l

Of particular note for the US is the likely contlnued cx'
pansion of for€ign cnte.pris.,li in the seryice sctt(rr. 'l ltis
lrl)l)lics cspcciull)'l() tllc ko()\\'[(lg( inl(r]sir( s(\'l()rs sU(lt its
l(('()LlnlinH. lrrnking. insLrllrnr'r', r'onsLrlling, lrrrrl t[,sign. I.i
nillly. lh(rc is rr gtnrrint cltsirr l() l(lrrn llrc wilyr, ()l th(,rrilrk(1
cL(,rr(ur)', ill1(l inlcr(s1 in 1l)r' llrlilr'rl Slill(s i\ (1,t]linLriltl.l t(r
risc. The possibllitics of lmproved bu-sincss rcl,ations and
a higher level of trrlsiness activity b€twc.cn China and the
us are, ther€fore, very high. @



Intagine how rtice tlic worlcl woulcl be
il wc coukl all sharc infirrntation without
technical bounclarics. AIIYI' has.

Ily joining firrccs ivitlt te lcconrnrurtica-
tions organisatiotts rtrtrl ()ur intenrationeI
l)artncrs, wc lropc to hring the bcneflts of
our lea(ling-c(lge tcchnokrgy to evcry ( or-
rtcr'ol thc worlcl. Alitl'is conrnrittecl to
clcvckrping antl nrecting o1.rcn architcctures
anrl r,rnivcrsal stanrllr rrls.

1'he prorlucts, systcnis, lnrl scrvices ol
AIIVI's1tak evcrv languagc. Vc see oLtr jol-l

as helping to exchange infirrnration in any
lbrm, with anyone, anylvhere.
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Congratulations

to
The United States-China Business Council

on its Twentieth Anniversary

Af,&f salutes the Council's

continuing efforts to promote closer ties

between

the People's Republic of China and the U.S.



US-CHINA BUSINESS COUNCIT 2OTH ANNIVERSARY

China's
Search for Politrcal Stabili

Lucion W. Pye

t is rtnivclsrlll er knouIrlgccl ll]ilt (,hinl s (xlr:ro(linxr]'e(()
n()nli(' il(ltir\'( ntct'tts ol tcccrtt y'tltrs ltltrc nrrl bccn nlltlchccl

bv cqrrrl p(rgr'css irr p(,liti(s v'hil( lhc cconortty rrrntinucs

to thri\c :rt trnPlcccrk'nlttl rat(s. th( l)oliticirl sysLcnr lus
stlrgnrlc(l 'lll( (lhrn,::c ttr,nonrl ir' ll)('crr\,)'ol nrrrrc thltn irrst

tlrr'lirlrrr'r (:()rtlIrLrniiil $orltl, l;Lrt tlrt'Politics rcrrl.lirr in lltc
sunr( okl rrolel. The Chinc:lie thus se..m to have a genius for
operating open markels trut not more open politics.

'lhis striking irrlrelrrnc( in rltvcloPI]tcnt i\ lrulv pJr:l(k)\i(Jl

!ir\cn (,llirlrr'\ l)ll\i( (i)rrlir(ixn r'ulttrrt lirl llrc lrry csstnct ol'
(in)iir.illni\,r is (\t{)lling lll( rn ()l'g()r(flrnrcrTl rncl clcprccirtt-

inr tlrc rulrrc ol llrsincss 'llrc lriglrcst v:Llttr'. ol (-,rnlircienism

lrll r,..1:rtc tr, PrL)\irling trxrl g()\(rnnt(n(. uncl rtll thc ltcliritict
.rssocilrtr,rl \\'itll lll! rrxrk!l llnd \\ i(l) rnrrking rrl()n(!' \\'cr'(
scornttl :ts lt'ing ntt'un urrr.l lrusr' llutiitionullr. thc:tlrrrhr ol6-

ciul *ls ltorrorctl. \\ltil('lll( rir('tuh.rnl lttrkr'cl nclr thc l>ott,rrrr

oi tlrc iclrrr|rritel rri;rl scrr[.lrtIrrv tlrt pc:tsants:rncl rnislns
'l he nl,rr'hlrnt's gunrc s us tlroLrglrt lo l)rl ( lr( rling th(' aLl5k)nrcr

err(l qrr'ulilr scckrnr nr:rtcriul ;tccuorrtlltlrons rrtl)cr thxn rclin-
ing ortr's clltltrtt t'

Sonrt'lros. tlrrrgs l)irrt lrt'r'n turncrl ort tltcir ltc:ttls. ls thr
Irr'irs <rl (irnlLrtitrs lr.rr,. r'rrr'llcrl in lrttsincss lincl hltrncL:rccl in

nrnning tlrr g()\'(Tnnr(rlt. \\'r'$ill not l.l( ) int() thul irspc(1 r)[lh(
prrrird()\ lhilt r)rilhl ('\l)luin lr<xr 1.)r'rxlrrtts ()l (i()nltrailrn cLrlturt

Itave ltc{) rc strr h nirllflll ( ilpilJlisls. lllrtl]cr. nt! task is t() tn' 1( )

t,xpIrin uh1 tlt'rt hes lrt n llilLrrr' in lrrlitirs :tncl go, crnnent.

lhe Problem with lrlonoging o }lodern Nolion-Slrole

'l-llr (lllincsc clillit'ulty rvith p()liti(s slurts $'ill) lhc Illct th:it
(lonlir(iunisl]l wus r phil()s()phiclI orirntxti()n :rpPnrpfi:rtc tirr

rn inll)crial syslcrn l)uill rtrrnrntl ;r lrurertttr'rtcy of nltntlarin of
hciuls und nrrt tirr tht' lx,litrc s ol lr nrotlern stllc 'lhr Confucirn
systeor u'lrs lrlrsr.,tl on lr rrorll orclcr in s'lrich thrre s'lts e br<xtcl

r'or'rscrrsrrs lrlxrtrl lirn(hrn('nt:ll r':rltrcs. ancl lhc s<xiery'llls rvell-

stnrctrrrccl un<l n()l slrrrrl)l\'(lifiirentiated. l hc nranchrin officials

not onlv prt'sklt<l rxtr u rr,l;rlrr'rl\' ltornogcltcotts Chinesc ckr

lllesti( s()(i(t\'. IIrt thcv ulso PrcsLrotetl thrtt tht,r s(xiet\' \\'xs

thc rcnter ol .rll lrtrnr:rnitl
Jn (lrntrilst. tlrt nlxlc'rn sliltr'll.ls ils lirunchrions n()I in il c()-

Ircrcnt nrrrrul ()r(l('r, l)ul in r plurrlistit lxrlitical orcler consistrng

I Lrrci:rn f-)-e is lr()rd Iincritus Pr(rfcss()r ()f Polilical
Scicncc at tlre M:$saclrus(lL\ Institutc of'l cchrr()l()g)'
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()l (lircr'sc inlcr(sls :rnrl oPr'Iirli0g in lc|rns ol'lr Itrlc'ol'lau. ln
trying l().lrhi(\'( nrrrclcrr'tizrrli()rr. (lhinrl ll;ls s()Llght l() l:tkc on thc
oLrtu'erd lirrnrs ol rr rnrxkrn rtilti()n stirl(. lful il rc,Drins u Livi-

lizxti(nr prclcn(ling t() l)( ll nilli()n r'l:rl(. ln(l(((1, tltc (lhinesc

h:r,"c g(nlc ()ll in rttrrntrrrLts dirrtlions in tltcir s,-'urclt lo lrctrrntc

ru nrrxlern nuliort l'irst. ;rlic'r llr( l9ll lt(!'()ltltt)n lhut cnclccl thc

irlrpcrirl systc|1. thc (lhinr.s( r['clrrrccl thrt tlrtl'ltlrcl u repulrlic
llLrt il \\'ils onlt rr phrrnt,rl]r reprrbli< $hirh srxrn disintcgratecl

into nrlt ll'slrrlorrls. (And. not rtnlikr'ttrrlltr. th( (,lrinese ca()n'
(nr\ lr()I]r l()ll l(, l().lr 8r(r! ilt ir r(sp((t.rl)l( rltlr d'to lts tlte
p()liri(xl r,\\t!,!r) lI)irntltrctl.) 'llrt'n. IrorI l9]l I() l9.a-. (lhinir

ucnt tLr$n tlrc routl l)f u onc plrrlt ltrlclen (li(1Jt()rship :lj, Chi

:rng K:ri shck :lnd lh( \illr()n:rli\l lrrnti(s ttnitcrl thr. coLrnln.
Fronl l9J- l() l9tS. (.hi x lr(r()'(xll\ rr\ist((l thr'.1:tp:tnesr con'
(lucsts. ln l()l{).(.l rLrlrrrnccl lr, (irrttorrrrti\rD. flrit in lhc vitulenl
irlcolrgrr.rl \('r\()n lhul \\'irs \lil0i:.nr unrl tltr.n in thc nrorc prtg-
nlrri( Lcnini:rn ()l l)(ng \ir()l)rngs(rJ.'l'hc scur('h lora politic:rl
irrrrrl.r still lcrnuins elrtsivt'. Ii(li)r('()ntr (irn inttlligcntlt spcctr

lirte.rs t() lhc (lir((1trn (-llin] i:. likrl\ tr) ltlrn t() rtctl. one reecls

to Lxrk hrnhcl into th( rorrrcr': of(.lrine s 1'x:litirrl problcnts.

Rule by lrlen ond l.l,ot by tow

I].rsic l() llrc (.lrincsc eplrrtxtclr l{) l.l( )\'(-I.nfltcnl is lh( princi-
ple thlrt grx grrrr'nlrrt(rlt r('(lrrircs nrl( l)) strprri(n peoplc and

not :r nrlt, ol llrn' 'llris crrrph:rsis rr1'xrn llre pcrstxul <ltarlctcrof
llre rulcr lrrrs nrtur'rt tlr:rl (:lrincs('l)()lili(s t(nds l() I)c x pcrpet

rlrl gurrr( ol'srrc(.cssion y)(rlitir's. In(l(('(1. il is n() ex:tggerxti()n t()
siry th:rl (lhin('s(' 

l)( )litics sin( c tllU n)i(l- 1960s hirs l)een l c()ntin-
u()us p()liti('s ol su(\'(ssi()n, llrst lirr l\'1lr Zcckrng's slrr-r'r:'ssor

rncl cvcntrrirllv lirr l)rng Xiil()l)inll s.

1'lre (irnliuirrn rci((ti()n (r'tlr( nrlr ol'lus'gots huck kr tht
tiruncling ()[ thc inlp(rixl :'\'stcnl :rn(l tltc grcut stntgglc $ ith the

t-tg:rlists. 'lht, l.c.grlist st lrr)ol ol thc .lrtl ccnlrrn' ll(l \\'irs rn inr-

ponilnr (,llin('s('(lli)rl to eslxl)lish tlt( principlc thut goverit'
nrcnt slrorrltl lt. l>:rscd on l:r$s thlrt corrltl l)(,stcnrl\ lln(l nrlh
lcsslt cnlirr<,,t1. ( lll(' LCgrlisls :trIrllt.t'tl sonte sophislicxtc(l
rrglrnlenls. .rrclr us tl:ut lltss rltortlcl hc loosclt' rr,rrrclrd lt'
(JUi,r rn()i'l pt'r4rlt'lrevc u stnsc rrl rigltt lnrl rvrolrg lnrl neetl
orrlv gUncr:rl grrrd:rnce. und. ot)rt()\tr. if trxr nturt :rttenli(m i\
l.livrn () prc(isc \'()rrling. this s,,ukl rnr'orrregc thr cnrcrgcncr
o[uclussof pr:r,p[ r[rotcd trr Ixrking tirr lrrp'ltoks lnd thus
cntllcss Iitigutions t'llrc slrrn nr,r !i(r(nl' ()l tll( l.cltrlisl s.ho(,
Irelltcl to c stulrlish tlrc (lin (l!nir\r\ . rr lrich rs :rn uutr x relir' <lic-

tlt()rsl]lp (li(l rrr)l ()irllirsl rts Iirst cnrpcror, Slri llullngdi.'llllt !'!-
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l)(r'i(rrc (()nlir))e(l (nr('c ilnd li)r xll tirr thr'(lhinr.st tltc (,onlir
(iJni\ls Jrgut]](lrl lhlrl ftll( l)\ lil\\'\\:ls (cnirin to lt hrrrslr unrl

rlir t:rtor'i:rl. lrt'ritl$t'it sl. rr)l)c,cntl\'ir)rpcr5(tnxl ltncl I;rr'king in
Itrrrrlrn tonrpussirrn. Ilctttr nrlc l)\' uprighl lten rrlro torr
n)Irilc5l tln(l(,\lilnrling uncl jtrrlgrncnt. (()n(l()rlr' ilnr \nrJll
llrtrlts. lincl rn:rk(, (\acpti(nrs ir\ nccded

'Ilrt 
Pr'olrltrrr. rrl ('()rlrs('. is tllirt rulc b| ntcn Lil,l .ll\() l)(((nr('

i l ( r I ( ) ( r'i r I i ( . \\irr:c sl ill. it r'lrn bc unpr,.'<liclirl)lc.:rs \\ h(,n :r

rrlrole PrrlitiL]l \)rsl(rrr n)Ust rcslxrld l() the \\'hin)s ()l lln 8s-

veur-okl Prrterrrorrnl rul(r \\'lt() ltls n() li)rntll olficc oI titk. lirr
tllclttr)r(. r,rilll()ut il s)sl(rn (Jl lx''','. Illcre r'lrn lx,no r.nrlrrrrrrt
polir.ics Ncu, nrlcrs (ln hrinS ulx[rt totully nrw ln]li(i(,s. rrs

Iltl'r1x'nul r',hcrr l)trrg rcplltc'td lhc Nfu()ists. iln(l \\hi(l) rrlrt
Iltpltn u'ltcn l)(r)ll in turn i: rtplecrtl.

the C'ool of Subility

Th€ very uncertainty inherent in rule by men con-
tributes to the exaggerated Chines€ concem about stabil-
ity. The expectatlon that things could easily change
helghterls Beneral anxlety alrout the pro6pects for politi-
cal stability.

'Ihis \cn\ili\il\ to thc likclih<xxl ol lxrlitir:rl ir):,tirbilil\ l)r()'
(ltr('('\ t\\'o ( ( rnlr:r(li( t( )n l(rl(lcrlair's in (jhincs!' P(}litrrs ()nr' is

tlLtt ol .t gr.rrtr'ullI r)l)tiorisli( re(()ri!-. \\lli.lt is r)r()r( rilu:rlisti
.ull\ I)r.l(li(r'(l llrirn x(luirllv lrclrcrtrl in. llrr l:rngtrrrgr: ol (.hi

nrsc lli)litir: is onr'(hul c(,Dstxnll! suggc\ls lllul rront[r1irl
tlrings iLrc in tlrc'rrlling. ),Jolxxl1 is \\illing li) l)e srrlx.r'11 pr.s

sirrisli( itr l)ul)11{ , 11. gx[(llcss irs tr) h()w hr rnu,l rtrnlly, li ,.,l.

(i)rrnlcrirrl.l lhis sLrrlucc ()l)lintisrrr is lhc l)r()li)un(l (lhinr's('

li rrI ol'rlisr rrr.I r t /iirr,/./. I'un(lilnr(.ntxl t() Chincsl l)I )lilirirl (lrllur(,
is J l)(11ir,i\r,irn\iL{!';rlrotrt thc iot'rrlcullh[,d:rngcrs ol Prrliticll
(orlirsi(rr rrt(l tlisorrltr Ir is tlrir lcur $lrirlr ltctls tlrt irtrtin(t trr

1l( ( r'l)l :r Lrlll( n il:r tilln n r I rrs l hc I)(sl {uir r-ilnlcc lrtlrinst rliso(lt r

ln tlrr'r'orrttnrPor:rn (-lrinrs( .ilLlirlj(rr. this lier ol rlisorrlL,r
h:r. lrrtn lreirlrtenttl lor rcrcrel rcrsr)n5. I'irsl. on( r,l lhL nn):,1

pr-okrtrrtrl ron.t<lrrr.rrtts ol tltc (.ulturul Ilcrolrrtirrn rr.rs tltr'

Irrblit s..rnrl (\(rr,r()r( rrnprrnlrnl thc l,.ucIr'slrrlTr. trPtri
r'ncr\ (\ illl .lnrlr('lr\''l'lrilt t[ilun]Jli(' p(ri(xl ril r r()ltnl LrPlrr'.rrlrl

r(inlrrlitrl llr( (.lli (r,( lrt,licl thrrt rlisrr11lt,r i\ ir tnrl\ liillln(.nir1g
rligl)lrnllr( . to ll' .rr 1)irlcrl lrt irll (\ )st\. Scu rndlv. tlrr' tl.r\ rrrIlg , rl

tlrt r'rrr ol r:rpirl (((rlr)lrri( rr,(^\tll llxs oril(k'lll( (iltirrr'st cspt-
ri;rllr li,erlirl r)l rn\ lrir)t t)l Frlirit.rl iDstrlhilir\ \\lli(lr rrriglI l)(
llr( onrurr ()l lrt r'rtrl ol PnrsPcritt

'IltLrs. llrr. lLtrtr.lrtrrtr'rttul liur'ol'tlisotlel urtcl ltypcr'crxrcr'lt lirr
strll)ilit\ r'\l)Lrins in l)irfl lx)llt tlt( I)cng lcrrrlt'rsltiP s r:rll lirr tlIrI
tirrl lrrrr rrrrrl lll( 'l'ilrrilnnl(,n rnlrsslrcn,. lrncl xli,{) lh(, r(.Jrlirx ss ()l

\(, rniIt\ (.lrin(sc l(] ll((('l)l Js rr((r\srln'. ltrrrl lttrtrr.'rigltt, tltt'
lr.u'sh Ie'1>t'r.rsio| !)l lltc \tu(lLnts irnd 1'rlns ol tlrt ltciiing ptrlrlic

-llr,. 
lxtLircrl rr(((l t() u\( lrrlrtc li)r(c lt Iilrrln,rcr) \\.1\ r(

lrrli)r(((l l)\ .r scrontl Iroliruncl (r)nsc(lurn(c r, IIr( (.rrIILlrilI

llt\()luti(,n. rrnrl tltis srts tlrc s i<lesprcud crosiorr ril irlrrrLrur
tlrlrl rnitllll\ ,,gxnr'rl tltt s;rr lirr l)c,nus prJgntitli\tt]. lnll tl)itl
rrlsrr Ilt I)r.nt \rtlr)ul :ln ir[okrgicul or ntor.tl lr.tsis Irr [8iti.
rll:l( \. .lrl(l lk'rl(I rlr,.llkrr),rlr\( lr I ll\r,ul I I x',r\ rr,n

.\ll ol this lllrs rn<rnt thrl. instead of belng able to iind
stability thrcugh the dynamic play of plurallstic forceli in
the socicty and the orderliness of a rule of law, the (lhi
nese authorltlesi fcel that they mrlst rcly upon nepneision.

'l lrc supprcrsion ofdissent is cri:ictltiil in (rrder t() pft'vcot
cha()s. uith()ut a legitinizing id(rk)g) t() guidc thc SL1te.

thc le:dcnihip nrust rely uJx)rl ils instnrmctrts ()f forcc t()

cnsura. st.1rbilit]'. Fear thart thc ccon()[l]' u ill n()t c()o(inuc
t() gfl,$' thlrs ftirfo((,\ thc n(,((l firr r'<x,rt io .

Possible Futures

ll is n()l (l(xr $ll( lltcsc lcntlcn(ics lrokl lirr tlre lulur( ln-
rlccrl. tocllrl' thr Chin.l-\\':lt( lling ((]r!rnrunitV is 0rl)rc lieg-
n)(nlcd in ilj' vic$s()l (lhinxs p )sl)c(lsllt:rn rrt unt (imc in thc
lrsl(nJ, ()l lhc l)coples llcpr.rbli<. ln tltr. pest. tllc c(nrrnLrnily
wlrs oltcn pollrrizc<l into Prrr lrnd con, lrntl into ()l)lirnists lln(l

lrcssirrrists 
-lirtlav tht vir\\'s rre nn)rc (li\,(rs(. r)r()r( (r)nlirsrd.

runtl lrr.ltl rritlr lrss ccrtrintv i\4ln\ Il)irU1s trrrrkl lt:rppcn sitlr
lh( (lcJtl) ()l'tl)r Ancicnl Onrs.

'lherc :rrt, tlrosc rllrr) rrc (rlnfi(lt:nl thlt tlre cxlxnsion ol the.

n).lrk(1 (.((nr()I]r\. nrust l(.ld t(, llrc ()l)(,ning 0l Poliric:rl lili..
'llrc\ trPlrl)ld th( ()ptinristi(. lilrtrrrl ri,.rr lhirt .\ll g{x)(l rhings
go togttltt'r. r\t tllt ()lhcr (rlr(rn(' lrrr' lh( )sc \ lx, cillrcr l)clilrc
(.lrin.l's ilr.rtr)(rlltic trlditi()ns :lrc trxr gr'ut lirr srrt lt r4rtirnisrrr or
gt'ncrlrllr lxlicrc thxl .(xrtinlrr(l .('()n(rllt pr()llrcss (k)cs rc'
rlLrirt' stt'rn P(}litic:tl crrtrtr()ls. lj(\\ \\'( stcrn (}bsr'rrtrs rv()ukl
Irrllv .rgrce u'ith I)rng Xix()ping iln(l l-i l)r'flg. l)lrt sofirc nriglrt
t<rrrrt cLrsr' t() thr \'itr\ lhJt I\r'rt in('fcll\c in lirtckrrn tukts

l)llc( lt tlr( (r,sl ()t':r sl(^v(I)\\',1 irr ((\ntrn]li( tltrtIrpnrt.nt:
,.rtr,' rrr'cr.'lcration ()l'(lc\cl()l)rrtcnt inrrrlrr's [,ss licrckrrr. llc'
l\\c!,n tl)( c t\\1) c\(rcnrcs Lllcr'( ilr( .1 rJri(1y ()l t()tc l)r()l)illrc
()trt(() )L's.'lhosc u'ho scc lltc tollltPst ol (irrtrrtttrrrisrrr' us

r\'( nllrilllY lr.l\'ing k) c()nr(' to Asie sltur'r' nrirr) ( \pcrllli()ns
rrith tlrosr'\\lr() sensc llllll (.ltin.l is alrorrt trr (,\l)!,r'icn(c (nrc(

.rl.lJin lh( lrll 1)l xrl},I]ustl. \\'lt:tt cr) )(srlirrth( '(()lhl)r'(j (n'

tlrr. lull ruists p()li)un(l (lurrli(r)s rrlri(lt pr()(lu(c it lt()sl {,
llo\\\'( r\ lt is rlcer thut thc rrnccrlilin(i( s inller(nl iIl su( l) ] sitLr-

irti()n \\ill l)e l)('culiJIl\ up\ctting I() t-lrir]r'\L \lto ltlitre tltrtt
tlrerc is orrlv il tlrin linc ltl$ccrr orrlt r lrncl r hrros \ ct hi\tr)n
slxrrr r tlIrt. ((rltrrn tr) Cllincsc l)( f('(lni(xts .rn(l scn\iti\ iti('\.
strrh llt'irxls h:rr',. nol l^-cn so lr.rrl lirr Ohinu s rlcvckrPrrcnt.
'l lt,. s ru[,rrl ( r.l \\ lti(lr (]lrinci'( sl)( irk r )l \\ itlr .lt.rrrc \:ts clt:rr-

.l(t(rir((l l)\ grc]r inlcllc(1ur! \il.llil\ (su(lr il\ rlr( \lir\ Iixrnlr
\l()\('rrtcnt) rtnrl :tctultllt strrtlirttrl r'torrorrtit. l.la()$llr S() x

rrtrrr'r'lurntrllttr:tts polititltl srcrtt'rrriglrt l)( .()n:i\tL,ll willr {en-
cr.rl progre ss in tltc ccolrorrtir entl sr:r. irrl n:rlnrr.

Vlrirl s('(rls !r()st (enuin I-l(nrr rlr\ l)(r'l)(\'lir( is (hlll (:hini
is 1.1()lng t() g() tlrr()ugh ir pcri()(l ()l (()nlrir(littions rrrrrl str'iking

1x['rrrl rrcs. China is not a cohercnt "system" ln which de-
vclopmenls in one sphere or region will be translated
into like tendencies in other spheres or reglons. Vhat
w()rLs here may not work there progft'ss ln the South
inay not prduce progr€ss i$ the Northt (xit, and enthusi-
asm among entrcpreneurs rnay exlst with demoralization
among the intell€ctuals.

ln .lr,)fl. (:lrinir sill rontinLtc il: Prtinlrrllr :Lrrr Iroglcss rrl

lxlrrrrtin.q e n1(xlcrn nirli(nr. Iltc (.hirrtst l)(r)l)l( still l)it\c tr()l

r,..olvul slrul kincl oI scll idcntil\ tlrc\ \xnl l() il\\cfl !()llcc-
ti\cl\ il\ th( \ ((rrfr()nt th( ()ul\i(l(' s orltl l krpL lirllv. llr( lr( n(ls
tlr,rt \\!'in thc \\tst \\'()ul(l rrtltorrtc rrr p()\iti\e \\ill r)ul\\(i.qll
lll! ncgilti\c, l)Lrt ()rrr r)rtl:il bc 0r't1rrrrr..tl l'r)r tll(.(:ltincsc
l)(,I)(rlsiry t() usc urlflx)ril\' in k l)r(s:,ir( \'irr\. 6
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T

Jomes Lilley

ll( l)ig rlu(sli()n t()(lu_y

purli(ipll(. in s(.(rrril)
<'hangcs taking pletc
rlrcl

.ill()irltl tlr,. l nil((l Stul(:
Asil. l{i\,(.n tll(. nliri()r

I-hc rnlrjDr (l(\ L l()l)rlrr'nt\

SirIc Vorlcl War ll. tll( tlS rllililxry rolc in Asiu ltes lerrgcrl
tiorn srrr'cc.ss l() (l(,lcilt. As lirr thc strcccsscs, sirr(c l{)5J. lll(
K{)re:rr) p('ninsulil lr:rs bc'r.'n stabilizecl l)\' :r flrn a{xnnritrn(nl
()l lrS nrilitJn lirrtr..'llris llrs rrrntrihutccl () thc (lflrnlllti( su(
((j,j\ j\l(nt (r' !)ulh K()rcil's cc()n(nlli( (lc!cl()prn(.nt rrn(l I)lu-
ralistir' clcrnrx nrcr', unrl ltus plovicletl un clli<'lirr' (l(1(rr(rr((
t{) \(flll K(ntiln nrilitlrn' ugtrssstrn

'llrc Ixr.t-rrlrr I s \(\urit\ r()le in.lill):ln clenirtl tlrt llrt,n:ru
grcssi\( S()ri(l I ni{)rr tll( estublishrncr'tt ol'a h:rchhc:ttl in

I .Janl(s l-illcy, l<rrnr(r Anrbiussador tr> (lhirra. is a rt si

dcnl li'llo\1 irt thc Afircrican Ilnteiprisc lnstitulc.

.l:rprrn. :rrrcl undtr the []S sr,.urit\ rrnrlrrr.llu.luPrrn lIrtrrishctl,
illt)t()sl l() ( \('ess.

-lll(, llS sc(uritl rolc'in thr. lJi\\lr) StrJiti, lrus kePt tlrt
1:crr<c ur'rrl ()lxilltcd x rr)ilitlrn \()hrti(n),:rn,.l lrotlr'llriNlrn rnrl
(llrirr:r lrerr prospertcl ccrlnorttitltllv 'lltc [ \ prescnrc ltrs cs-

telrlislr((l .rn rquilibliunr oi p()\\cr ..\ !r(irl rli.;r.rrin rrl poscr
in lh(. \lrxils c()ul(l hJ\(. in!it(.(l rnilitlrn c(rrl'r()nl:lti()n

'lhr I S |lilrlre \\'1ls in Vieln:lI]l. \\'l)cr( ri\r'{lI]5truiDg:l d(F

,rl(:'tk sl,1r1+llr lls :ln intcrlrtir)r)rl (rnn,rrulr\l :tssrtrrlt lctl t<r

lrl'r r )\'t, '(r nDnr itnrenl ()[ I S r)]ililirn lirrcr' in :rn rrnrrinnulrle
silulllr( rr.

'li)(lu)'. IIS pou'cr dt)cs nol r'ornt'*itlr()rrl ('(l'till,l ('()sts li)r
Asiiln l)cn(.li.iari(rs. .lapan pirks rrp rLrs( lo 70 l)(,r.cnt r)l
non-s:rlltr'it'rl c()sls lilr Anlcaiarn lirrct's irt.llrp:tn. S()(lth K()rclr
(r)\'crs ()nc-llrir(l xnd Sinllllp{)ft, hlrs lrtr.,n gr.nr.rorrs in covt.r-
intt rk)rnrsti( c'()sts li)r Anr(ri(.rns rssign((l l() tltc nar'ltl krgis
ti(s unit tlrcR. Theiluncl, In<krnr.siu. rrncl l\lrrlltsia lr:rvc hccrt
rlt,Prirtrl ol IMET (:l []S rnilililrv r'(llr(llir)n l)r()gr.rrl) r)n

gr()trncls ol lrrrrDen riglrts \ i()lJli(nrs $ Irir. lr rrrr. (l(.lcnr)inc(l
solclr lrr tlte t S. Chinx xn(l llurnrir l)ir\'( rertivtrl rlnctions-
(.lrinu ltcrusc ol'our clisyrlcrstrr' ;ll liilrllnorcn, llLrrnur Iirr
r]lilitlrl sul)prrssi(nr. Eilst .\siillrs ulsr, luNt lcrrrnr..cl that il tltc
lS rnilitJn pr('scn('c ts rr()l \\';lrrl((l- lls \\J\ llr(,t:rsc in lhc.

l'ltilippincs. it sill lt'rtrt qri(kl\ .rn(l rlcrisirtlr uitlr sotiul
.rnrl crrrrtortrit (\nlscqttcnars lir- llrr lx)st nlli()n.

Rut Eart ,{sian nations have becn wise cnough to see

treyond flS pressure f<rr increascd burden sharing or
continuing fls indignation ahout their human dghts be-

havlor. In their view, the tlS mtlttary ha-s becn laryely a
p()sitive lnfluence and an esseotial elcmcnt ln ke.eping
th€ pcace. This has bcen reflccted ln thc nations' will-
lngness b provide access to fls ships and plancli and to
exercise with US forces.

ll)( L\.\ltrtlL',qiL l't4nourk fir thr.lsit ? llttili( lliDt. prb-
lislrul in 199-1. rvrrs ucll reccirql iurlr)nt llr( l s'irnlnflilnl
liir..nr.ls rrncl rllics \\ illl0rrt g(1ting int() \l)((ill( tl)r(,rts ()lh(,r

tlr.trt tlrr'obvi()tt. \r)rlh K(n'cirn (nr('. llris (l(\'rlrll(nl l)n)i((t\ x

\ti(nrlr l()n\ur(l I S I)I,csr'n(c rn .\\iir Ilrn)(lSll It)t)5, ,()(trse(l
Ir{i(.rllr r)r.l:rp:rn en,.l Korc:r 'lltt'ortrell t r lr(x)p (l(l)lo\-
rI(nls slt()Ul(l r.ltr'rcest.to ul)(rrrt lllO.l)0il in l99i liorn I t5.(xxl

rn It)()1,. ()llr (rrrrir,r l)Jltl(.grrrrP rritlr llrt, trPurlrr.lrrl rnrxlt,rn
(.r'r'icr'. l lr(' lntlcpcntlt'ntr'. rr rll lrt' lr:rst'tl in \ ()kr)sukr.
lrlrrkr'<l rrP lr\ l'l\('(xrri(r l)irll[ {roLrl)r, ir] tl)( l:ir5l(rn I'll('ill('.
-l'ltr'.\iI lirltc l)()slur( \\'rll l)r\'( l\\() Io llu(( llglrl( r \\ rrg\ in
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China, The llnited States,
and East Asian Security

I 'lh(, (li\inl(grrti()n ()l S(^'i(.t po$'cr. 'Ihc rcason' lirI rl-
lienr(.s :rntl crx4x ralxrr t() (()ntilin lh:rl pouer hcncc h.rvc lrt'
conrc less vulicl.

!'l lrt' grorr irrg c c'r,nornir' pou't'r of lhis arr.'lr. l lris 1'x xrtr hlt.
Ltrllt,rrgt.rl ll)(. l;s I)\ in(re:rsing Asian (,rports t() lll('I S. l)\'
ciusing J g()\\'ing t lS trlcle tlelicit. l)f inlringing ()n US inlcl
lc(tuxl I).()l)(, \ rigllls. irD(l l)) rnrnipul.ting currcnr'1' :rn<l

milrk(1 :l((crs t{) litnil tiS cxl)()ns. Thesc kincls ol (tl)notttir'
clislgltcrrrtrrts r'un undcnninc sec'urily c(x)pcrxli()n.
I 'llt. c.rncrgcrtte ol'regions in Asia *,hith lrrrrs('(n(l nx-

tionul lxrunrllrrit,s rrrcl whi(h (Jr:lllcnge stalist rcgin:cs. l'lris

1.)lrc.nrr0r,..n(}n tlrLrscs gr('ill (lispxritics in econorrir'grorvlh:rnrl
incrrrrrc lt t r'ls rtnrl r'otrkl lcacl to instelrilil)' ()\'cr tin)('.
I 'l'lrc ;x lsistcnct' ()l xn ( 

^'cr-nr 
ilitlrizecl rrginlr in N()nh K()-

rtl s'hi<t se eks s'caports o[ nr;rss rlestmction urtrl trics t( ) ( n-

su( its sun'i\lll tllr()ugh nrilil:ln nrcrns shilu its cc()n()nry
( r(rrll,lc\ .lrr(l it. I rrclc'r.lriP l.tr c'. :r rrr:ll, )r I r:ln.ili, ,r)

I 'llrt ProsP(,tt()l I S p:rnixl Nithdrervll cuust.tl lr! u clxrn
sizctl rnilitun lorr'< urttl int-rc:tsrng l)rr(lg(t rc\trarirrls. ll)is
eoukl rrnr.l(rnlirrr' thr.' r'rrrrrrtl lulunr'c ol'prxr'r'r rrnrl lrring
rlr)ut J ((nr)l)('tili()n llrrr(nrA nr.li()r r\si:ln nJli()ni' l() glin ils-

centl.rnc\'. llris i. gtnr'r-:rllr ltrt unrvrlcrrr:tc I)a()sl)c(1 l() rrn,sl

snr:rll,.r lrnrl nrt<lirrnr sizttl rlxti(lns in Asil slto do rrot vir. rr rt

r(,nrilillll1r(.(l.l:ll)iln.:rn:rggr'(ssir( China. (r-l resur!( nl l{ussi:r

lrs rr lrr.nigrr srrlrslitutc lin Anr(,ri(iln l)()u'cr.

US Commitmenh
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llrplrrr:rrtl Kult,lr.:urcl sc slrorrltl lrlso rnrrintlrirr gr()un(l li)tr(\
in K{)rr,.i iln(l ( )kin:l$ rr.

In orcltr lo.Llstlin r\siiln l)ul)li( \ul)l)()n lirr tltis:\rutlicrrn
prcscn(.(. tltc t 5 $ill l)( rttrxing liorn il ((nnrrlrtn(l l() ir \trJ)-

lr,rlillr- I,,l( irr K,'r,.lr .rrr,.l \\ill l,r'rt rrilll.l ,,!c| l,L.l((llrrl( ,'Jl.

crlrlionrl (,()ntrol t() 1 K()rclrn (()nll]]iln(l(.r l)y 199t. In.lill)irn,
rh('I S u'ill ('(nrtinuc t() rclr.[r] [n(l in ()kinxw:l !U)crc l)()l)u'
letiort urrd dr'\rl()Polcnl pressLtrcs trrlLrirt tlc(rcxsc(l liln(l rrsr'

lrr-thc I S. l)irflicullrl\ in thc \.rln l1)n Jr(:r. T{) sus(.rin plrl}
liL {)l)ir'ri(rrr in tlrc t'S. AsiIn trruntries \\'lx) lx'ncfit nn).it l)r
ll)( l S I)re\cncr \\ill nrcd t(, r()nlinu( incrrxsins lllrir I)(r-
.crll gc ()l (()sl shlring. _llrt 

irr l)r'i )\ (ul( nl un(l nr()clcrniTxli()n
ol tl[, rnilit:rrics \\'ilh l S ((luil)r)](,rrl lrnrl lcchnologv urt irtt-

p()rlilnl.:rr(l th(sL,Asiiln n:lti()ns sh()ul(l ('()nlinLrr k) trilin:ln(l
c.\( r'(is( \\'illr tlrc ['S fi)r(cs ir lltc arcu.'lllis will cnsLrr'( tl]ll
tlr(r(. is n() l)rccipitous vll(\ruo) r)l rrilitx!)'lx)ucr wlriclt r'rrukl
cn(()ur:ll.i( l)()l(]r'lli.ll predlll()r'rr.

It has lrt,c n lr ('()nsistclrl [ ]S l)()li(\' r,inc(' thr llisr'nlrout'r r'rr
thirl r\siJn lx)$(!s irssuI]lc llrcxt(r r(,slvln\ihililv ti)r tllcir ()\\ll
(l(li.nsc. K()r(1. Sjngx1rl)rr.'l'lrrilurrtl. lnrirncsil. rrn(l'l iri\\'Jn
lrrtvc ull lrrrrclrasccl tr-l(rs $ltirlr lrrr\i<lt thcnt \\'itlI iln t\.cl-
lcrrl intcrccpto[ lirrcc tcstcrl in l)cs(n St()fl]r, xs $'cll Js intrr
()ptr.rbilitv irnx)ng lh(nrsclves:rn(l \ritlr ll)e t S Air Ii)r.(.. l-
Itls in Ausltrliir lnd, h{)pclirll\'. irt l\lrrlrrl.si:r. and F-l5s uscrl l.l\

llrplrn ptrviclc 1l nl()(lcrn I\r( rtt<xlcst lril clrp:rlrility. (irrttntancl
(()nfi,rc,r(cs t thc I)cfcns( l)(l)urtor(rrl irnd CINCPA(; ((:(nrr

)rn(lcr-in-(.lricf I'ucil'ic) lrring lr)g(1lrcr Iirsl Asirn ((n]ln)i['r-

tlcrs *iLh tltcir I'S (()rrntcrlxrtr lirt cxclrrnge ol vir\\'s xn(l
sorttc trx rrrlinlted phnning.

Chino's Role

A\ li,r (lllinr. $hich lo<rnrs Lrrl.l( in :rnr (r)Dsidcflrli()n ()l'

,\:j:rn sccuril\'. thc liino IlS scruritl' rclutionshil):\in(c 1989

Ilils (lctc ri{ ) rir lc(l llrt nou' shoss sonrc signs (r'recolcn'- 'l ll(
lirlnr,:r' Sl)rict tlnion slriliccl llorll lrcing lhc c(rrlln()n lhrcilt
$'lritlr lrroLrght the Chinrsc uncl Arrrcritan ll)ililxrics r()iiethcr,
l() il rrlri(n supl)licr ()l cxJ)cr'1 I)crsrnrn(,1. lriglr tcr.hnologr, encl

trl()(l(rn lrir,(l$'rrc t() tllc (lltirtcsc rrilitxn. tlS siln('li(n)s xli!T
'l ixnirnnrcn in cllcct suspcnti.'cl ll)c nrilitirq' r('luti()nship \\ illl
(:lrinJ Jn(l (Irscd hlrd li,clirrgs on lrotlr sitics rll)olrt th(.\\'ur
lllis suslxlr:,i()n \\'11s d( )nc ln(l \\'lrrt clLrsc(l it. Thc tlilllrcnr r.s

r)\'ct tlre (1)ntr()\'ersi.ll olilitxr\ \:rl('\ ('it\(s (lhc F 8 x\irr)i(\.
nu|Jl l()rl)c(i)cs.;lnillcn'r':rcllrrs. (la.)lllvr,, ho$'cver. l)r'(n rc'

soI r'cl.

It is tlclrr thlrt (lhinx's arrrrr'nl intcr(st i5 in d()wnsizin!l rrn(l

rrr,xl( 11rrrrrll il. rrrlilJn .ln(l irr rlt rr'l,,lrinE:r l),,\\1 r I\ri,i(11i,)r1
(rl)xl)ili1) l)\ crnpl)xsizirll{ uir ilrr(l nilval lirrccs ls rrrll lts

lirpirl r.k'PIr|nrcnt ()[ sr()Lrn(l lirrcr.s lhe L s is n() l()nr(r ir

pl:t\'r'r'in this: l{ussi.l llJs l:lk(n ll)( l(](l 'lhc clinrcnsrl)rrs rrl

thc.(lhincsr.((m\rnli{)lltl lrtrikl-LrP r[t,. t() d:rtc. not tllr(.:rtr'r]
rnq lr, llr( l's, lrlrt lt.tv( r.rrr.r'rl .,'ort (1rt\t( tll,rlrnt .lr]lrr,U
tilrinu's ncirltlrrrrs. rvlro urc ()lt( n I S lricncli' .rn(l lllics.
(llrinll r. rarluisition iln(l pr()lilirxti)n ()l \\cillx)ns ()l nlilsi' (l(
5larl(ti()r'r rrrc lrl(nc ()llrirl()trs rlcvcloPnrcnts. lrut tht cri<[n('
is lcss rtl,prtrcnt. (llrina ltes signL(l on l() llte l\'lissile lc(hiol
()g) (i)ntr(, l{cginrt uncl lh(' Nl)(l('irr Nr)n I)r'()lillr;r(i()n lr(.rl}.
$lrich:rt lclst pr'()\'i(lc int(,rnlllionrrlly il((el)lc(l 1,lr()Lln(l rul(,s

lor rrrlhing prolili-r:rtior '1,) (lirl(. unli)flunltclr. (llrinrt lt:tr
rrot I rinccl thc \irclc:rr Srrl)1:lit rr tirr ru1'r.

'I I)r lfu ssiirns. lrr rtr cr ct. r':tn onl\ pr()\'idt x qui(k fi x li rr tlrt'
(:llincsc. Chinx s Irnr ttlnr rter.rls lirl nlxlcrnizetion lir: uitlr
llr! [is, lltlr()l)e. Jnd.jllpx!],:llr(l ll)c crnplrilsis \\ill h nrort rrD

((n nrcrcixl, n()l ntilitilry, ('(x)lx lilli(n]. -l his is I urrrlcl \\ iclc

lr(.n(1. lt()1h tll('I nit(.(l Stutts lrncl Itrssix hxvc rI:rilc signrli-
(rr'rt t.Uts iil lh(ir (lclcns( lrrrrlgrts. Chinr \\ill sur(,1! ,i)ll()\\'
slril (rrnluxll\'. 'l hc huld'turnr.rl prolits liorn tlrr' ((()n()r)ri-
(.rllf dr()rc pr()sp(r()us ilr!-J\ r)l (.llinu \\'ill nr)t fin.ln('c ll (cn'
rrirliz((l nrilitln nrJ(Jri,r( irr(l('lirlil( lI R:lthcr. rn rhr tiglll ((nn-
p(tili()r'r ()l -\siirn c(()n()0li(s. lh(s('pr()fiIs $'ill lx Plo$trl
I r:rr k irrr, r irrr cstrrtr'rtl .rn(l I(\ lrrn,l, rj.t\.

Sino-US Cooperolion

It is important now that th( tls and China start to inr-
pft)ve the nature (rf thcir rnilitary ties. Il<;th sir|. s nt t'ri to
l.l\ llr( ir l)r ).ilr( )11s ()rr th( till)l( lr'.rnklr :rrtcl tlir'cr'tlr \\ lrt n tlris
IIr. lrt'r'n r.irnt in tlrt llrr.l. rrri.trrrr['rslurr,.litrgs lt:r|t lrr'trr rlrrr

rlltrl :rnrl nri.ic.tItrlrrtions.rroirlrrl ln l(l(lilir)n. lh('I \,u](l rtr

P.rrtI]Ur. lLrrc l() l,rll l,,llr('(lltirtl'rt .rlr()rtt th(] i\\u( ,)l I)n,lil-
(r.rli()rr (r'\\('ill)(rrlf i,l ,rrrs\ (l('\lrLrlli(rr. llris slr()tr[l lt'tLrnr'
in.r .l|.rtcgi( (()ntc\l \\itlr.l lu]l .rlT.r\ rrl inrcntirts rrnrl ili'il]
( (.nli\ L \ xnd rr itlr ( I( )s(, inl(,rnilli( )nlrl ( ( xlJ)rr:rti()n Chhra is

ot a pariah-any .rttcmpt to isolate China will not
t ork, and the military in (lhina is a maior factor in ils
existcnce.'llrt (lhiIttsr'lr,rrt, lct Lrs kno$'thlrt tlr(r .[( l)r(,-

Irrrr'rl lo I(srrnr,.'tlr('rr)llililrr rUllrti()nship \\'t' nc(cl trr It'
\ln ni(l I)()\jtl\ cl\'. lrr't.rtt.t' rr r' rr :rnt ( llrirlir's suJ)l)()r1 .rlrl ( in )l)

r'r.lli()n in tlr( l rlrlcJ \rll(,n\ \.(uril\ (.()un(il. ,n (.:l|rrlx\li].
rn tll(.'l.li\\.rn Str'lrit.. .rrrri irr llr! \()irlh (.lli,lJ :('ir Korr'.r is r's

lur.lll\ Irrl)r)at.lnt li)f \i () l5 (,x)l)!r.rli()rr.l\ il i\ Ilr('rrr()\l
tllrrrgt'r',,rrs ll.rrlrlroirrt lrr.\\r.l IllcrL Lxll I)( r'r() th.rrrLc lor'

I)(.rL(' th('rr' \\ ith()lrt ( ;l)inl
liirst ,\si:r \\ill Ir'olrelrl,, Pr'orlrr( ()nc tlrir(l ol tlrt rroIkl s

(iNl) ir) llrr'ncrt rlt,t'.rrk lt rrill lrr'tlrt. llr\tcst sr)\\'in! (cr)
nonrir .rr!'u in thc rrortl. llrr(l llr! l S slllkc in lllis ((()n(),ri('
{r{^\llr is \(r-r lliqlr Gurd sccurity r€lationships canmrt
exist apart fmm a stnrng economic bas€ and a c(rcpcra'
tive attitudc in solving (r()n()mic disagrcemcnts. 'l'his is
especially relevant t() the tls relations with East AsiaD
nati()rLs. By the samc token, e'conofnic prosperity (rcuni
when there is stability, and $ccurity is assurcd. Eco-
o()mic relatiols need to tx'a way to enhance sccurity
aura ngements, n()t undcfitrinc thcm,

The tls-China Busincss (i)uocll works to increa$c and
imp()vc Us-China trade and investrnent, and this is cx-
actly what the tls's highest priority should tr. (lhirrr .rr(l
l"rrrr rrr .rrr' 'r(,,, rllrt rr', r,.r'rr'slr iIlrl"'rr.rr)r .r. ,',,rrr,,Illl,

Il.r\('rs rrr tlr('Illlst ,\si.rrr.lr(.r l.irl!rirl lj!\ l)(t\\((rr ((rnli)rlrr-
,,rllr irrt.'nlcprrr,.lr'rll r('gr(,rl\ rtrrlt.rs \otttlr ( . I l I r r . r . I I ( ) r r r l
lidnu lrr\\r11 r'orrlrl l r r ' t r r r t t r ' l l r ( rlrll irr l()r( (' irr tlrr'r',rrrrrng
\\i,rn a(nlllrv. lrn(l lllc I nit(11 \lrrl(s nllr\l lrr'Plrrt ot tlrr' rl,,

rr:[lli( lrcr](l. 1t i. irr llr! l \ irrl(rr'\t rtncl irr tltt' irll(r( \l (,1

\rr( ri.il \ lricnLls rlrrrl .rllrr's rrr ,\si:r lirr tlrt l S l() rlrrrlir) lr(ir\
ilr cng:rgr.rl. L.()rt()rlri(lll\ :rrrrl rnilrtrrrilt, \\'illr (ll)in:r.'liri$iln,
,ttrri tltt r'trtirt' \\iilrr r(gi()rr (

US.CHINA BUSINESS COUNCIL 2OIh ANNIVERSARY l51993
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fhe United Stobs{hino Burinas Canncil wirs formecl in 1973 as x privatc, not-lirrlrr<>fit ()rganization t() fxcilitate

I devclopmcnt of the t1S-(llrilra commercial relatkrnship. Ve rvork on Ehalf of our mcntbcr companics t() prorn(Ne

this ttilareral relationship lrv pr<>viding information and arralysis to our membe'rsl by olIcring members tbrunrs fi)r dis-

cussion of common conccnts; and by reprcsenting our memlxrs interes'Ls to l-x>th thc Amcrican and Chinesc govern-

nrents. l\,lany of the rics that t(xl y bind the Unitcd States :rnd China q'ere crcated and nunurt<I bv rhe LIS-China llusi'
ncss Council. wt will c()ntinuc our commitnrenl to ltttilding and improving tlrest'tics.

The United no Business Council
l8l8NSlrest Nw,Suits500.Woshingbn,DC20036USA.Tel:fr2/129{,3&'Fox202/V5'2A76

Ciric &iUing, Suib 22C r Beiiing, 10000,1, Chino . Tsl: 861/50G2255 ex.2263,2266 o Fo* 861/512-5851

E&td by Koren Kllglea -hh qd Ann Arrry'io Flyn Coa illwta*ns by .l*nYonson<> <)



FOCUS

Rorrrls pley rn itrtp(rrtlnt role in
Guxng(bng trdnsponrtk)n, xlthough ox)st

ilre ()f lorv technical stlndirrcls. lrlvc poor
surfuce conditions, ltnd arc ()licn con
gested. Road trJnspoll is pxrliculariy
suiled k) Ouirngcl(mg s lilhl induslry an(l

exp()rt xgriculturc, *hich dcnrand flst
dclivery, careful loacling antl r.rnkxcling,

anrl ckxrrlo-door lrlnspon se rviccs.

I Trafftc volume Cro\\th riltcs (r'totxl
lrxd tmlfic in Guangrlong have avclagcd
2G-30 perccnt per year ancl have becn
.rt r c l,. r.rt ing llrr(,urhout lllt, pr,,\in(1,
sincc 191i0. lf the supply of vc'hicles re-

oreins relutively plentitirl ancl aclclitional
road caplcitl is l)r()vide(l, lllrse extra(n'
(linaq gr()$tl) rJles c(\rl(l c()ntinue Lln-

ill):ltc(1. (lrowtl) u,ill conlinue tlue to
pcnt-r,rp clcrnand, the grertcr flexibility of
roacl trensgrn corngrrrecl to othcr noclcs,
end thc changing cconomic structure of
Gurrgdong l)rovincc, particularly thc
rirl'\i(l Hn,\\tlr,, ll)( liglrl 0rilnul.l(1rrri,)g
secl()r. An()thcr imp()rlxnt flctor con-
tril)utinl.{ to thr extrL-rDely rxpi(l grot\'ll)
of roacl transporl has bcen thr lrceckrnr
()l cntcrpdses xnd collcclivcs (and, nror'c

rc((rrll)'. l)ri\ill(' inJivrrllr,rlsr 1,r .rcrlrrirr'
thcir ()wn nxrtor'vehidcs- These concli
ti()ns inrplv a nrajor need t() c\pirn(l
highrvay cuplcitl. prrticula.ly in higll
gro$,th areis such xs Shcnzlter't.

ln recent )exrs, c()ngesti()n has grcatly
redoced trilvel spcccls ancl, (rn'rscqucnlly,

inrrc:rsccl vchirlc opcrrting costs. At pre-
scnt, n't()s( lrrrnk roa([s plrss <lirectly
thr()Lrgh cilics xnd k)$,rs, fi)nnirlg tr'.rlhc

b()tllcoccks. purticLrlilrly in the I)earl Ri!,cr
Deltl. Trllfic congestion is exuccrb;rtecl
lrv tlrr rrrir i)l ,lilli.r( nr-\p((.Ll \L,lri(l(.i, in
the tr lli. flou: extremely high vchi<lc
()pemling c()sts ilrc anlicipilte(l unlil n()rc
trllhc seplrltion is achievetl.
I Poor conditions Outsidc thc t)ellx.
higlr rraflsl)ort (\)sts s{em nrainly fronr
p(x)r r()rd surflccs llnd geonretric c()ndi-
ti()ns (i.e., wiclth and xlignDl!,nt of thc
roxds). Techuical sttndrr(ls li)r ()acls lrc
cxt.eoely p<xrr and srrrlacc condili(Ds,

dcspilc nl(r'c llcqucnl nrainlcnin('c xnd
Itrglrt r trr.rinlr'tr.ttt.r' r'xpt ntlittrrt s llr:tn rtt

thc rrst ()f thr c()untry, lrre Lrwer tlran the
rxtiotrrl ever'll8e. Only l].J percerll ol
roxds ilre su taccl \\'ilh cenrcnt, concrcte.
or lsphalt.'l-here lre mrrny lrroken-stonc
roxds $ith cxlr'unlcl) rough ri(ling chlr-
xctcrisri('s xkin t() tllr)sc ()l tobblcs{or'tc
pitvcrlcnts. Uri(lgc \\,cight limits on nrrel

ro:r<ls ofien lrre llso lou.

Rood tronsport is

porticulorly suiled to

Guongdong s light

industry ond export

ogriculture.

There urt t<xr ti'r' Cllss lroids (di-
vi(lrd r()irds \\ ith f nl wicle cxrrixge\\'xvs),
lnd Clxss Il ()x(ls (x single, undivi(le(I. u

rn carriagcwty)rncl exprcssrvlrys (akin lo
(il:rs. I r,r:r.ls I'rrt tr'ing r.ri'ctl rJtnn:.rt in

tcrsecti()ns) tre only n()rv llcing huilt on
thc trlrnk ()Lrt(s in thc l)eilrl Ri\,e. f)eltx.
Over 2,300 km of e\istilrg grevel r<xrds

clrry ln excess of 2.000 \'ehicles pcr day.
This is et lcrst liur linlcs lhc thrcshold rt
rvhich plrving llccorrr:s cconornic. ln acl-

ditbn. lhc intr(x[rcti()n in rcccn( vcars of
hcavicr trircks fronr ubroad has grcltly
.rcr t lt r.rtctl p.rrcrrr,-nl rlctt,nor.rti,'n. sin.'t
l)itultlin()rrs p:tvcmcnts in Gullng(l()n!i
Pr()\'incc hirvc nol I)ecD qrlncrxlly dr-
signccl to uithstancl the heo,icr kracls o[
nrodcm lrucks.

ll-lrttrlr ,rrtir;n rs t.rLcn. rr':rrl rItr'ri,r
rali(rn cxn he arrcslecl l)v plrvenrcnt
strengtheniDg nrelstrrcs tirr- only one
ti)rrrtlt k) ()ne tlli(l lhc c()st ()l're('()nstnr(-

li('rl. HoNr'\r'r. ilr l,'Lxli()rl\ rlltrrc r:risl-
ing roatls sul'f'cr not only from',',elrk
pirvcrrcnls lrtrt also iom congcsti(rr ([re
to helvy volrrnrcs of skrrv locel trlfhc. the
prcfcrrccl solution nrxv l)e t<) construct a

ne',r' rolcl to scne f:lst-nn)ving. thr()ugh
tratfic. uncl rclcgite thc cristing roacl to
kul tulhc neetls.

I Horities Ong()ing impr()\,cn1cnls to
(;u.lngd(mg s roarl infilstruclurc includc
thc c()nstructi{n ol exprcssulys. the rrp-

grlcling of roircls to Cllss II or Class I

slanclards, ancl thc prving of uiLterhouncl

rrxcardanr rolcls \\,ith l)ilunin()us or c(-
olcnl surfilces.

Ro:rd trrnsporl shotrlcl bc nrlcle nrore

efhcient by cxpuncling capecity and up-
gratling tlrr quelitv of highweys uncl l>y

Llsin.g m()dern llrge buscs ancl hcavy
scoli tr iler tnrcks fbr lonqcr hxLrls. Scr-

vrcc sh()uld lr expancled to enc()orpllss

n-lore than local clelivery, cspecially ti)r
pirssengel Irunsp()rt rncl tieight clelivcry
fi)r distrn(cs ol up l() 1,000 knl. Sec-

ondary road c()nstnrction is elso requirecl
in f:rst-gf(rwiDg rrcrs t() pr'()vidc acacss

lirr nc',v inclustrit,s and residentixl or
c(nrnercill xreils and fi)r comntcrciel
agriculture areas.

Highways will play an incrcasingly
large rolc in thc fulr.lre. hecause tlrc
lustcst guving scglncnts ol tl)e Guiilg-
rl,,ng errrnrrrnl .rrt rnrltrstrrr: wlrLlt l)l1j
,..rll! .trc lrr<Prrrtcl t,) l).r) lrrcnliurl l)ri('c.
lirl thc specd lncl llcxibiliry'of roecl trans-
pofl. tipgrx(ling thc high$l) systcnr xnd
int.oducinS a fLrll arrel'()l nlodern vel)i-
clts {inclLrdiDg vcD, hrge tru.ks) is cx
pecte(l to lo$er high$Jy trxnspr)rl (\)stt
to xl)()ut half thcir prescnl levcls. so thlt
sr.rbstantiitl ncu traffrc $,()ul(l he gcncr-
atccl or tiivcrtcd lr()m ()thcr n)()des lo
highways. l:llifis k) (lccongcst the rril
\\:l)\ l), Lli\cflinB trlli[]( rn,,rc c((rl('llt.
r.rllv scnccl lry lriglrrr:ry. trill lirrth,,r in-
crclsc highu,ry dcm:rncls.
I Ftnanctng 'lirtal ltigltway inveslnrcnt.
.r lrislr pri('rit)'rrntl('r llr( I-.iglrtlr l:irr'-
Ycar I)lan (lryl). 1991-95) coul(l ilDoLrni
to xl)()u( Yi'].3 l)illion. An(nhcr Yl2 l)illiorl
cotrlrl hc iLrstilicd f()r the Ninth f'YP
( 1996-2000). Tl)is i,rcludes lpproxilDlltcly
Y2.l l)illi(n iirl paving 5.000 km of high-
tftrffic, lrrokcn-stonc roecls. Yl.2 billion
fbr i.000 km ol lriglt pri(nilv prveorcnt
,,rcll:rys. :rntl :rlrrrrt Y r..t lrilli,:n li,r rrr:rin

t11e'r'ics.

Thc provision of highrvnf inl'rrstruc-
turc is prilnxrily tl)c rcsponsil)ilitv ol'
provinci:rl lrnd locll governrrrer'rts. Tltc
I,linistrl,,l L,rflrI]rrni('.rlior)\ is rr':p,'rr.r-
Itk onll lirr rst:rlrli:lrrng orcr'.rll clc.iFn
stunclarcls encl fi)r nr!king x min()r 6nln-
cixl c()ntril)uti()n for conslrLrclio]r of na-

1i()rul higlr\\'irys. In addition rr) thc 100

pcrc cnt tirrcign-fin:rnccd G uxngd()ng-
Flong K(nrS Express$x). otller toil rouds
rrn<icr construction in GLrangcl()ng arc l)e-
ing linanced bv thc provincixl rn(l l()cul
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l,)ut are not sufficicnt to acconlmodatc the
amounl o[ g()wth anticipated. Therefcrre,

thc present (onllesti()D will cenainly get

worse. Highcr clcnund ltrr road transpon
in particular will lexd tt.l incrersinlily se-

verc aln(l pervasivc conflestion thr()ugh-
out lhe Guxngdong nenvork-

On the rood



rocuS
n(cdc(i k) Iilurtcc nerdr<l rrxtcl progr'ltnrs

rrnlc,ss thc besic ter rrtcs urc incrr:lseri.

All oboord

p() link t() H()ng K()ng. Rril traffrc ti)-
cuscs ()n heavy c(nnm()dities lnti long-
dist{ncc prsscnger and frcight trallc'.

'l'he managcmc-nt of Chinu s rrilrvays
hls lrccn rtnrovrJ tr(nn llre (rnlrrll lin-
islry and dcccnlralized inl() I2 ir(lministrir-
tidrs Thcse inclucle Cuangzltotr, rvhich
handles the Bci jing-Grr:rngzhor.r Shenzhen

linc, xnd Liuzh()u, in Gulngxi Pr()\'incc,
$hirlr lr,rn,llr:' tlrt Lit:rng-Zlr.tnjirtng lrnr:

Rccent locill rril extcnsi{)n projects-
\.ln.ltui \'l.,,,rrring lrrrrl t iu:tn$zlt, rrI-MrN-

iirn-Shxnt()u arc lting organizecl as lrr
cal railuay compJnics rxthcr lhln
traclitional ildn)inistrlLtions. Tlrc con]pa
nies xrc being givcn stparate financiul
n'ranagctrent rnd oPL'rltinS l)u(l8c'Is.
q,hich. $ith thc (\)ns(nt ol lhc centrirl

Guongdong's Tronsporlolion Network

gxtnJio

Guongdong Province

Peorl River Delto

These mops show only moior orteries and
ore nol inlended lo be comprehensive
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g()vcrnolenls. and the pr()vincial g()vern-

nlcnl has conslructed five major toll
lrridgcs in the pr()vince trsing fr,rncling

Ii<:m firreign sorrrces.

Aclditional texcs rvill be nceclccl in
Culngdong l'r()!'incr to help finlnct the
rrad program. The prcsent nluj()r s()Lrrces

ol revcntre for highwavs arc roacl nraintc-
nance lees rrntl motor vehicle purchesc
strrcharges. rvhich reise :ryrproximatcly
Ya00 milli(n1 pcr vcxr. llo\\'rvcr, only 30

perccnl of these [r.rltds lrc uvrilablc lirr
n('$' i,,n.lnlrli,,n. .lnx nlnting Ir r .rpl'rrr,xi-

rnat(l!'Y500 milliorT over (hc ncxl [ivc
yelrs-only l0 pcrccnt of thc non toll
told ncecls. 'lhcse rcvcnrrcs aue incruas

ing wirh lhc,:xPirncliDg vehicle flcet, hut
$,ill not 1)()()st luncling to thc lcrels

C(),)rl)ared lo thc lines in rnany
provinces and regions. the length ()f
Guangclong s rrilu'ay nct$ork is rrla-
tivcly shon. The (aprcity ()f slali(ms dn(l

yards is llso lirnitccl rclative to the cle-

mancl. elthough the double-tracking ancl

cxpilnsk)n of raii yards on the Ilcn8)'rng
(luxngzh(\r lrnd (;uirngzhou-Shenzhrn

secti()ns hrvc proviclccl lt lelrrp()rilrv
rcspite. I:i\,c mxin Iil)cs xI.e e(luippcd
wi(h sertri-Jut(nnxli( bLrk signuling. 1he
rlilwr)s c()nncct thc pons of l-I)angpu.
Cuangzhotr. lncl Zhenjieng $'ith tlrc rcst

of thc corrntry, urtcl also srrr,: lts ln tx-

Fuiion

Guongxi

./
./

\ t,

\./

I
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The limited copocity

of ports ond outmoded

vessel designs hove

prevented full

exploitotion of good

coostol shipping

conditions.

cxtcmal llnancing cln bc rlisetl if thcsc
()rSxnizilti(rls rrc sct up on 1 financillly
autonornorrs basis.

Cruising olong

Cuangck:ng's krng coastlinc lnd [avor-
Jhl( r()n(liti,)ns lirr roastul .rnrl rttlrinc
shipping arc conrplenrentecl hy lJ sex'
ports, lirur of which tradition:rll1' lrave
lrcen classificd xs nl:rior ports. Threc
other Speciitl Ec(xnmric Zone (SFIZ) I)ons
hrvc assunrcd a signilicinl rolc in thc
prr;r intc. 'lltcr.c p()fli' \('ntl inlrirpr(^rn-
cirl. interprovincial. xnd intcrnJtionul
trxnspon. Exccpl lirr thc dcep-watcr pon
at Zhxnii{ng lnd the ncw port bcing <le-

vekrpccl et Yantian. thc cxp cit!, ()l the
mrjor serpons is lirritcd hy thr tlcpth of
approlch channcls or thc u.ater depth
akrngsidc ship l.rnhs.

1hc nrajor scxporls in (iulngdong
I'rt)vincc providc dificrcnt t1'pcs of lrcight
lnd passcngcr scr!iccs. llurngpu and
Zhaniirng p()ns scne lxrth inlernati()nal
trJ(l( .rn(l (l0rnc\ti( to.rstal .lriPPing
routcs. Hu:lngpu lbn. \\hiclr lrandles the
largest r'olunrc ol lrciglrt, scn'cs most of
Sourh (:hinl. Zhaniiang l\)n sen'cs thc
s()trlhweitcm pr()\'inces. (juxngzh()u P()rt

scncs thc (iulngzhotr rcgion anri pr<r
vidcs lrrnsftr sen'iccs firr inlancl u'atcr
frcight on lhc tril)ut.rries of the l)carl
River. The snreller ports nrostlv h:lndl(
domcstic clrgor g<xrls going lhroad lrc
gcncrallv trlnsslripped \i.r lllc hrgtr
p()ns.

Thc Ctrungzhorr O(c.rn Jn(l Slripping
Co.-r branch of tlre China Ovcrscas
ShipninE (i, r(1)S(I)I-ir lhc pr('(li)nri.
nJnt sul)plisr ()l o((:rn slrrpprng st.n'rtr.s.

:rnrl tlrc Grr.rngzlrou ll.lfitrnr(. Shipping
lJurcru is the mai()r supplicr of coaslal
shipping sen'iccli. IJ(nh ()[xratc undcr thc
)l inisl rv l,l C()nltllunr(':rlr(!ns. l_r)r(1fin

shipping c(nDI)xnics also sen'c thc rxcan

fx )n \. C( nt'tt (-t it i( .r nt,,nia prrhl ir . u rricrs
in thr <reln antl crrashl traclc is limitccl.
but entcrpris(,s lre pmrinctl lo o*'n lncl
opcrlte their orvn vesscls. .l()int-vcnturc
shipping c()nrpanies havc l)ccn cstrh-
lishsd in recent Icrrs hcl$cen H()ng
Kong shippers and lhc sEZ burcaus. (lrr
()l^-a'arlivcs crn llso otvn ships and nrakc
invrslmcnls in hanclling equipnrcnt for
thc smaller p()ns.

Thc linlilcd crlpa(ir) ()l tirrungclrng s

grns ancl oulmtxlccl lcsscl designs havc
prcl'entcd lull cxploitxlion ol g(x)d

I Priortti€s ldeally. the mil$,ays should
concentrate on medium-distance freight
and passenger trdnsp(rn, and lhc move-
nent of coal. hulk comnrodities. and
hearry freight at all distanccs. Rail likcll
will gro*'the skrwesl among the trans-
pon modes hecause thc typcs of tralfic
for *'hich rail is best suited ure not cx-

;rcted to gnru as mpidly in Guangdong
as treffic better servcd by othcr m()des-

The main rail*'ay inve,stmcnts nou'
under consideralion by Cua ngdong
Pr(,vince are the construcli()n ()f Ihc
Guangzh()u-Mci\ian-Shan(()u (GMS) rail-
road. the electrification of the ljunan-
G ua ngzhou -Shen zhen lincs, the con-
struction of more passenger stations. lnd
the expansion ()f t-reighr yards in lhc pre-
senr system.

! Costs T()t.rl railrord in\c\tnrsnt in
Guangdong Pr()vincc ovcr thc ncxl fir,c'

years uill virry c()nsidcrabl)'. depending
on $hethcr clcctrification p()iects :lre un-

dcnaken. vithout electrificati()n Y.l-{ hil-
lion rvill be invesled, including the Cl\lS,
Y:ro8u-Maoming and Lila ng-Zha n iiJ ng
Railroads. Electrification of the Guang-
zhou-Beiiing line would require an esti-

mJtcd YJl6 million for lhe lx,rtr()n rn
Cuangdong Province xnd far larger sums

fbr thc scctions beyond Guangdrng.
Recent incrc-ascs in rail tariflis u'ill pro-

vide a source of funds for invcstmenl.
and the r.rtes to be charged hy the neu,
l<ral rallways are designed to enablc full
paylrack within l0 yeani. lt is likely rhar

Ai, thc many [i.E-!un.d comfons of

5-star Europcan hospiqlity. PrEcision

busincss tools at your fi[gcnip6 in a

24-houa Businc$ Ccaricr, with acccss lo

lour orn fully staffcd, fully equippcd

officc, plus confcrcncc, saminar, merting

8rd loungc hcilitics. Unwinding in an

exc.ptionally cqnpl.tc Heal$ Club.

Courmct dining tcrnp&tion at c.rcry tum,

including magnificlnt banquet vcnucs.

All you nccd in Bcijiog is nor / undcr onc

vcry lar8c roof.

BEIJING

MADE

SIMPLE

s

Thc Kcmpinski Hotcl BcUing Luffhaoss

Ccntaa. A sinrplc, s.rd clcgant, solution to

th. complqitics of doing busincss

in B.rin8.

For reseNations, call

Bcrjing (861) it65 33EB o, Hong Kong

(t52) t77 3777. In thc USA aod Canade,

call (8m) 426 3135 toll ff! .

ln th€ UK, c8ll (0E0O) E9 E5EE toll f.rc.

Or contact )our local Lufthsnsa office,

trrvcl consultant, or any Kcmpinski Hot l.

KEMPINSKI HOTEL
Beiiing Lufthansa Center

r.r.da r.6r ).6r !r. FI 4r !16

Xd+Eri Hd.lr a Linh Bd.l!
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govcnnnent, are dt'signcd l() c()vcr'()per-
ating costs ancl allow'tarilh I() l)c sel high
cnough kr rcpay ca1)it:ll investment tirn(ls
Lxrrrrwcd lirr construction.
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(r)irstxl shippinll c( )r1(lili(nN.'l hc pr()lrlrr))s

in licigltt serT icc xrr n)rnilcilrd l)! th(
long averuge \\uiling lirDc\ lirl vcsscls,

l)il11i( ulxrlv in []uxngl)u un(l Shllnl()u. iln(l
thc high (()ngcsti()rt (()sls in(rrrr((l l)\'
shipl)crs. lD ucltlition. th(rc rr( l)()tll('

ncr'ks in llrncl ('()nnc(li(rls l() I)()rls, usl)c-

,i.tllr' .ct,,trtl.rrr lrorl. .rrlrl rrr.lj,,r rl!( r

pons. l-ong ttuv(.1 tinl('r, lncl rlcluys rrls,,

r hr r rtr ntl.lt' Ir:tssr'rtl.lt't lr:r\('l l)\ \llil)::l\ in.
(()Itcs ltitvc ris(n. lc\\'cr Pltsscntcls lLrvc'
()ptcd fi)r (()u lrl \\irlcr1\'ir\ lnrnil){)rl.

I Proie{Ls S(ilp()n (lcvcl()l)r]l(nl is.r r)til-
j(n rrrg()irU xrcl ()l in\c\tnrcnl 'llr(, ln)rts
ol Slrckou, (ilriwrn. :lnd.li()lrzlr()u \\(rL
l)oilt in lh(, 1980s l() h:rnrll(,trxlil( gr)$tll
i,l Slr(nzh(n rrnrl Zlrrrh;ri. Alth()uglr ll)r's('
ports Nill sillisl\'(lcrDirn(l in lllc sli()rl

Cn their morks
rirlcs lnrl ltotcl scn'ir'cs. rtnd prrrpcrtv
<levch4rnrcnt akrng tht rnctro line.

\o \Vrrrltl ltlnk (n Asixn I)(\(l()lnrcrtl
ll:tnk [tnrnr'rng li)r llr(' sulr\\J\ s\sl(11r is

rlolicil)illrd. lnstcir(1. Ii)reigtl rl()\c[l]rrlcnl
lruns-t<,t:illing rll()rn ll((J nrillion-:rrc
l() ((r)rrnl li)r lh(' rcnuinin!l 50 l)('r((nl
()l Iun(ling nt.crls. 'l'ltt 'c lirnds sill lrt'
!rs!d priDririlv to purcll:rsc nrllin.q stork
lun<l otlttr rlc(tri(ll :tntl ntctltrnic:tl
({lllilnrlcnt.'llr(' l:rnJrr(lrrl.i (.ix'r(lirr.lli('r)
()llirc o[ thc (;uln8zhr)tl I'lilDning (irn'
orissi()n is reiip.)nsiblc Ii)r potting t()r1(lllcr
thc linancirl prckag< tirr thc projert.

Fie.rte cornpenitim

In 1991. llrc trlctr(, (:()rp. issuctl thc
lirst l)i(l(ling tlocurttcnls for tht
(luxngTlt(JU sLrlx\,Jy p(,ic(1. ln rcsp(rns('.

scvcral l'S c(nnprnics f()nned l:S(;l(; t()

nrarkct advant-crl nril tc(1rn()l()Ev li)r thc
(;rungrlx)u strlrulrt ststcrrtl cart trdir itl-
ttlrl t'r,rnP.tnr. lt.lrr'r'tcr, nt'goliult. ilr
()\\n (t,ntrr(1i 'l-ltc trrrptrfttlr ntcnthcrs
(, Illc t S(:l(;:rr( l)c l.(u$'. (.Jthcr Int('l
||itlirrlJl l.l(l . J trJn\l]{lnJlh'n (.ngtn(.(,ring

lirnr: (ieneral Rxil$'Jv signirl (:()rp., il sfr('
(irlist in rril sign:rling systcnrsr (.ul)i('

\\'eslrnt l)ilta. lr nranulircll.rrcr ()l lllrtr>
nuti('llrc c(,llc(Ii()n svstcttt:' lirr ruil lmn'
sil: )l()l()r(,1:r. In... x pr()\'idcr ()[ clc.'
tr()nia cquil)nrcnl. i')r'tctlt (1)rtllx)rlrrlls.
:rnd x'n ict's: :tml (irntnrlled l\)\\'er Lld.

l':rnnrn'hiP. slritlr spccializcr in thc tlc-
sign. nl.lnulircturc. lntl stltn-trp of lxrscr
sr4rpll'srslcnts.

'''lhc I S c()tDp nics arc sccking to
prr.lvidc virtullly all o[ thc projcct s

nccrls but thc rollin8 st(rk.'' sl)'s (;riffin.
'l'hc l'S Expon-lrrrp()rl lJilnk ll:ls indi-
(:l('(l il is \\illing t() ('(,n:'i(lcr :'upP('ning
tls supplicni o[ gtxxls rnd scnir'cs tor
the projert.

Chincsc olTicials visited thc Unitcd
S(ates in Jun( l() ('()n(lu(1 sitc in\eslillJ-
ti()ns (,[ [JS conrpanie$ r',ving for
Guangzl'uru Mct() ('()ntm('ts. Vhen asktd

irlx)ut lhc clrirn(!li ol thc t S firrrrr, T-cng

li.r{)\iirn. {(.ni{)r cngint,cr :rncl tcr'ltnir'al
(lrl)lrl\, (lir(.( lr )r ( )l' lhc (;uirn8zh()u Il(.tr( )

(:()rl).. \\()ul(l only sul th.rt lllc\' \\'(r(
-((nnl)clilivc.'-

'lltc \letlr, (i)rl). is n()\\ craltrllilg li'
nlncirl irn(l t<tnir.rrl par.klgts rrnrl sill
rrt.iglr thrt.c llrctors in cluxrsing conlruc
I(ns: r((lrni(rl .irl).rl)ilili(j\. linilncixl sul)-

l)()rl lr(),rl tll( ( r)nrp:ltr\' \ ll()\'crntrl(nl.
rncl pr'icr'. :\lttr irrsltLting lhc trlrlntrlir'
t(rrinf lJ(ililici' ()f tlrc tinalisls, lU(tro
(ir)rl) \\ ill lioislt er:rlrlttiDg technical

Plrckagcs. unrl thcn a$ltrrl tortlrltcls
\(rlr({ill)(, ll)i\ l'ull. t irrrrrnr.,rr. i:rl rrcgrli.r.
li()fls Jod ({rrtnr(t signing :rtrtholitr till
rcsr \\ilh tlrc (:llinl \irti()nal \hchincn
Inlp(,n-!l\l)on (i)rl).

\{'hcn ir t4xns, tl)c rc(l linc \\'ill (rrq
uP lr) 5.,l,Ot)0 P.urscn8crs Pcr h()ur.ln(l rtl
xvcrirge {)l l.lJ nrillion prss(ngcrs p(.r
nr()rth-:lr'r (slinrlltcd li pcrccnt ol
(;uxngzh()u s t(,tirl pulrlic lr:lnsit px|i,\cn-

B(r ll()\\. ()ni1 ('(,r)rl)l(t(. tlr('\):'l(tlr i:'

(rlX,(lcrl tr) rc(luc( (r)ng(rili()n. l\rl \\'ill
not solvc lll lh( cit\"s trllli( pnirlcms. rs
th(, rJt( ()l [x)t()r vt.hitle trsc ii' c\pc(tc(l
t(, (r)ntrnuc lr) in(r(,Jx.. Thc strlrulr'.
lurc stslcrtr \\ ill lx' \itililiu () tln)sc uscd

io ll'nB K(,nl.l :rntl \\':r.ltin8t, rn. l)(1. rn

rrhi<1r lrrr.s :lr( cirk'ulntcd lusctl on lltc
dislan(c trx\'(lc(|.

ln ll)c nlcrntirrrc. ll)cul tr.rffic $ill
\\r,tsr.'n Js (r)nslnl(li(nr lx$in:i lhc trlrlr()
(irryr. \\ill u:'( tunncl-b()rinB m:rrhincn
<lcsignctl to nrininrizc :tlxlc'gnruntl in-

a()nvcnien(cs. l)ul distu lxo(cs ('Jnl l)c
t(illll x\,()idcd. Tlxrugh constnrction has

not vcl l)cgun. plrnncrs llrcldy lrc
thhlking rllcxd. savs zcng. 'l think rhrr
in tlrc liturc sc can lruild x lighl mil t()
c()nnect thc r(d linc to l_oshan.'

-Kdft\t Kttllgtttt.ltth, ti(t' lr\\itlott ol'
lh( l'.\-(.htrut liusut(\.i (.i'u .il. ,nt'l ('ilh
t)uugzltot o?icrtls ir,.lIrI /i, r/i\.rri\ ly',(,
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(( (h J([, rnil]x)n \\()flh .)l c\rxnlr li(rl
Qi s.,,,,,pr,ni.,' is.rt .t:rkr on tltn

I)r(,ie( l. sJ! \ l{ir lr.rrtl ll. (;rillin..lr.. ( h.rir-

nun ol l'lrt, t nir(,(l St.rt(s (ilrin.r lrrrn.it
(;r(,01) ltS(.1(;, Tlr( l\ Ir.rrk(ti,rl.l
grorrp is onr o[ tlrt. hrralists in lh(, l)id
cling trr huil<l (;uungzh()u \ l'ir\r nr:rss

trx n\it s\.1(llr.,\:. tltc rlcr r.ronrttrrkrnS

I)t()(css ()n lirrcign srrPlrll (()olr.l(l\
clrlNs to a cl()sc. l;s(lTC l:laes intsns(
c()nrl)ctili()n fr()nr ll ril ish. (;crnrJn.
l-rcn<h. South Kt;rc:rn. unrl _lrrPancse
finns.

C()nstnrcti(,n of llrc Chinrsc-desiglcd
sr,stcnr is scltctlulcd to bcgin b) tlrc cncl

oI this !car. 'l l)c (;uxngzh(,Lr ' lclro
C()rp.. :l l)urcdu lcvt'l entt rplisc rrndcr
the lnuDicipxl g()rcrnnlcnt. li;rs bccn
errrnntrs.ionetl li, r'\(t\((' ((,n\lrtt('lton
Irnrl nunlgr'nrcnt ()f lht t\(r-lin( s\sl(nr.

'lhc first phlst'of thc svstcnr, thr rctl
linc (lin(j I). is shttrl Iirr (t)rnl)lcli()n l)\
l$)rl. lh(, l6-st.rti(nr linc $ill rtrn lli.l knr
(nr r \\'rsl-cast x\is, h.ginning ul lh( \\cst
lcrtrlintl it lhc GuJngzh()u lr()n.\ Sl(cl
\\'orks. l'ltc rccl linc uill tltcn Puss
thr)ugl) thc (ilr's m()sl (lcnscl\' p<4rrrlutrd

ncighborhrxrtls. cnrling rt (;uirngzll()u

Lllsl Rlil$x) slxtt)0.
'llrc l6-st:rti()n grccn linc llin( 2) $ill

run ltl k li(nn tllc n()nh tcfiDinrl xt Xin-
\hi l{) thc s()utll tcrminul rlt Clligung. Al-
tlrough it l*aits hoth l lt-rsibilitr,str.rclr
rnd stxte Council :rpproval. thc grr'crr

linc shotrld lt rrrtnplctcd l)\' l0()-1. ri(-
cortling to thc nu:itrr phn li)r lhc cil\ ()l

(;uangzh()u.
'l'hc feasil.lilitl studl' f<rr thc red linc

cslimalcs l()hl invcstment in thc p()iccl
uill reach :rlx>ut Y6 hillion (Sl hilli()n).
l;inancing li)r thc linc will coll)c fK)nr k>
cal and f()rcign s()urccsi n() cenlral or
provincial governmc.nt funding is c-x-

pccted. The local ponion is sla(ed to
come from a combination ()f CuxnSzlx)u

nrunicipal governmcnt appr()priati()ns,
's()cirl Iinxn(in8- sur.har8es {)n laxi



FOCUS

tefln, mecliunl-tilngc growth tlill rcquirc
Iunhcr capacity. Funds havc alrc:rrlv ltcn
comnriltccl li)r projccts t() upgra(le Sllan-

trxr lrarlxrr entl t() c()nst(rcl il r'lc\[ p()n at

Yxntian (l)xqing llil\') ncrrr Shenzhen xn(l

ljong Kong.

T[rc port at Yrntirn could lrecornc lr

nraj()r lransshipment tcrnlinll in thc [e-
gion lbr coll xnd c()ntlinersi Yxntiirn hils

6 knr of shorelinc availablc lrrr clcrckrp-
nrrnt. xnd clepths of l1!l{ n). Thr first
phasc ol the grn s upgratling is lting 6-

nenced lrv.laplnesr krens ancl u'ill in-
clodc conlxiner ltrths lncl x cll).rcit\'of
2.U rnillion l()ns (200.(XX) TF:t.s) I^-r )'cir.
It rvill havc r rxil connrclion to Shcnzhcn

and 650 or ofsidings. Ho$cvcr. the linure
rrlc of this p()fl \\'ill l)e afflcte<l hy ongo
ing Pt,fl Llc!([)Pnrcnl\ in H{)ng K('ng

Thc lluxngpLr P()n up8rxde pr()iccl is

dcsignecl to in.rrilse p()rl cilpxcilv fi(nt)
ll-i milli()n lo 2l.J million tor-rs unnuallt.
Tlte upgrlde rlill includc e\p:rnsi()n ol
tr'rrl tcnnintls Jnd IqncrJl (Jr[() lsnri.
nltls. ls $'ell as rail c()nnccli()ns. ll()\\-cvcr.
clranncl depth linritati()ns xrr J rn i()r ((tn-
streint ()n thc use ()f larger vesrcls for
lxrth coastal shipping rncl ti)rcign tm(le.

I Flnanclng T()txl serp()rl invcstntcnl
plenned for the next five vetrs is sul'rslen-

tial. A r.rngc of Y2.5 J billion is cstinutccl
to bc ncccled tirr dcr-elopmcnt ol tht,
pons:lt lluangpLl. \'anti:rn, rnd pcrhlpr
Shantou. eltlrough thc high costs of dcal'
ing s'ith clifficult sihing c()nditi()ns xl rhc
l tlcr indicrtc the necrl lirr a detailed rc'

Sclgrn lntl inhncl 6xrn rrplnsi(nts nrc
lrcrng c.trrrt rl ,,rttrrn.rcr,\t r(11,\en ll.rsi\.
sith higher pon chargcs lrring :rsscssccl

t() x('hievc .r reJs(rl:ll)lc plrlxck pcrirxl.
Singxp()rc lin:rncing o[ ]\l:l$'xn l)on xnd
the \\'()rld lJank loln f()r Hu.lngpu
(;urngzh()u lyill incrersc thr ()\ erlll tirnds

lveihblr lirr p()n c\pirnsion in tllc ncxt
fi\c !'eilrs hv rlx)ul Yl l)illi()n.

Tonnagc ol nrxi()r a()mnr()dilics ship-
pccl hr colstll vcsscls is cxpccled t()

morc lhln triplc bl tl)(] velr 2(XX). Occxn
shippilg sill problblv grorv ctcn lustcr.
lntemaltk)nxl tr:rfhc llou's tre e\pected t()

incrc.tsr'. r':pecirlll' lirr rrr.rtl :rncl rivtr
trrlfi( t() ll(,nI K,,ng. l'r,rl .(!nE(':,ti()n.
tll('rt lr)r(. i\ ('xpr'( l('tl to ht' ir8nrlic.tnt.

lnhnd wobnrvoys
l sc o[ the inllnd rvltcnr'.r)' svstcrrr in

Guangdong ProYince hls n()l gr()wn

rirPicllv. rlcspite the systcnl's 11.000 knl ()l

navig:rhle inl:rrrcl rivcrs. (irlslnr(1i(nl irncl

impr()vcnrcnt ol inllnrl u'atcrrvlry inlilr-
slnr<rure has nol rc(cived pri()rity attcn-

ti( )n. xn(l thc (1)ndilion ol'the $'ller (han-

nels vrrlies lronr good to p<xrr, rr'hi<h
linrits long-hrul shipping. llxpl()it:rti(rr ol'
\\'!lcr rcs()rrr(-es lirr irrigation in rc<ent

l errrs :rlr,, lr:rs nrhr,'ul tlte l,. ngtlt,,I n:rr i-

gal)l( r(,utc\. ln lrclcliti,rn. nr.lrl\, ri\cr
F)ns hr\,t n()l hecn cquipped $,ith nrrxl-
crn hlndling cquipnrcnl :rncl lratling an<l

unlrucling olicn is rkrrrc h1'nlxnurl lirlx)r.
In the Pcilrl Ri\,er l)eltx, hrger lurgrs.

lrurgc tr:rins. Jn(l (1,nl.lin(r l)ilrgc\ lll\c In.

crclscd thcir scni(cs lncl rihcirnl pofl-
hrn(llin8 equipnrcnr h;rs lxen insnllccl in

lr li't, Ixlrtions. I'ltcrc lrc sclcrll ncs
p,ns. xn(l llr('r('xpp(xrs l(,lt Il,nH K()ng

crpital lvuilablc ftrr river vesscls. inclutling
c()ntiincr l)rrgcs lrxl lr)'drofoil lllssengcr
scn ices linking lhc l)chr to tl()ng K()ng.

Oulsidc the I)clti. inlxnd riycr trxnspr)rl
tcnds to sp(.ciillizc in lrulk rrrr]rnroditics
strr'h ls conslruction nlilcriirls. (t:nrcnl.
li'nilizcr'. rml nrincr:rl orris. lnhnd ullcr-
rr,rt s .rls,r r :rm E( n( rirl ( JrE., l,) [ x Jlir )n:
Trlrcre nu<l tnnsporl is linritcd.

lnl;rnrl rr':rtr'r lt:r \Porl in\'(\lnr(nl\ rn-

clr,rclt' pon rlclckrpnrcrl, cllxnncl (lredg'

ing. and llcct purchlsc. Rirer grrl clctel
()prDcnt is lr()$' in lhe hlntis of Ior'al
iulll()rities on :r scll-finlnr'etl basis. ancl

catlt Jxrn has Jn c\pln:ii()n plart. Ohrn-
nel clrcclging is lx'iltg used in scvcltl I>
('xli()ns in orclcr to alkr$' larger vesscls

upstrt:lllr ()r l() cxtcnd thc nxvilllrli()n sct-
r'.,n.'flte \iiiirtrE (\\'(.t Riv(r). li,r rn-

snntc. is bcing rlccl^-ncd l().rll(,\\ l.{XX)

d$1 l>arges artcss. Tlrr nr:lin Pcxrl Rivcr
chllnnrl l{) lluilngpu I\)rl nrx\' irls() l)(,

declx.nctl to ulkru' lirll)' lx(lcn J5,(Xx) d\\1

sllips into lhc lx)n ()o r rcgul;rr l)xsis.'li)-
t!l inlxnd ri\cr invcstr))cnl lirr thc next
fivc rcars. houclcr. il likelv to hc lcss

tlun YSo rrilli()n.

Airbome oplions

(;trirnE(l()n8 lt.rs t$rr rrl-tht' l)lrsr(sl iltr-
p()rls in (:llinr- llxi) (rn Airl),)rt in
(;rrJnIZh(,u xnJ lluJnEliJn Airl)ilrl in
Shcnzhcn. l|oth {re l)eing expandecl in
ortlcr to copc \\'ilh incrcrsed pirsscnger
rh'mrrnd. Long- .tnrl mrrlirrnt<li,'tunrt uir
traffic arc cxprccted to gnrs rapidly cluc

t() c()nlinuing ccon<xnic gro$1h and the
rising tinrc scnsitivil) of busincss lnd
()(hcr lrxycl(rs FLrncltrg lirr !irpon pr(>

ic(ts u,ill ((rnc lioor ccntral, provin(ixl.
ururricipul. lncl lirrcign sourtc s (st,r, 7hc,
(.liR. lUxy'.Junc I993. p.l2).

Needed: moior money

'li)tJl inv(slrncnl in higl) priorit) trans-

l)()rl l)rojc(ts in (iu;lng(l()ng l)r()\.incc
()\,cr thc n(.\l tivc yclrs $ill lrnl()uut t()
I('I]5 ()l l)rlli('ns (,j'.)r,tr. lll( ('(or)(,r)ri('

rcltlfn ()D tltcsc l)r()jc(1s (()rll(l lvcrxgc:r
nrinin)urn ()1 20 |xrccnl lxr:rnnrrnr. u'itlr
rcturns g()\\'ing rrl)icllv ca<t 1'clr.

ln gcncrrl. pnrjects linking all rlcls ol
(;uxIgd()ng t() ll()ng K(nrg, 1hc g()\\1ll

lxrlc tirr thc l)r()\'itlcc, w()ul(l bc bcncft-
ci:rl and loukl help dispcrsc thc conccn-
lr:rll()n,)[ liElll in([r\14'rn ll]( l'(.rrl lt\(r
l)eltJ. lirnh(r scconthn' ro:rl constnrc-
li()n iu llrst-r.i()\\ irrg :rrors is :rlso rcquircd
lo provirlc .laccss l() nc\\' intlurtrics lrncl

rcsidcntixl ()r ( ( nnnrc( iill arcls. ()r'crlll.
lhc (le\'cl()prllenl ol :r lransporl infra-
strtrcltrrc lrcst suil(d tl) supp()fl tllc dc-
r,ek4rnrcnt (r'(;(uug&nrg uill rc'<luirc l
conccncd cllirn t() cnsrlrc:r crxrrtlinltc<l
sl!:llcg\. t
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Cotering to Chinese tostes,

Compbell Soup Asio Ltd. hopes to score in Guongdong

E

Adom Heller

l'eryone knons the Chinese are

large consurners of ricc and tca.

tlut did you kno\a,tlrat 99 oLrt ol
I00 pcoplc in S()uth Chinx hr!'c

had srup in the past 2-l h()urs'/ Acc()rdinlt
t() il recent survey b1, Canrpbell Sotrp
Asia Ltd.. il s lrue. Simply put. lhe
Chincsc luve the highest pcr cJpit:r c()n-

sunption of soup in thc $'orld. Thc
Chincse appctite for soup. conrbincd
uith the gr,rning strength r:f Clrinr s

consumer market. has lecl thc Ner,l

lcrsey-lr.rscd C.rrnplx'll srrrp C(). t() vic\r'

the Chiru mxrket as an inlxrnant pan of
its gkrbal strategy.

Arlrr.l('d h) rh(' p(,lcnlirl r)l Ai'i:r's
increasingly afllu!-nt populi(c. C:rnlplxll
S()up Asia Ltd. opcncd ils H()ng Konll
offrce in l9n-. Hrrng ;ron* ('()ni\unl('rs'

acceptance of Vtstcm f<xxls and reccp-
livcnes: lo prrp:rrcd tlishcs m:rrlc lkrnil
Kong u n.rturul lr.rst o[ Asiln opcrJti(,n\
frrr tlrc compant. since l9tl7. Campbc'll
h:rs lirtused its clli)nr' on stu(lyrnfi Asr.rn

markets. erming J rcpukrtion f<rr <;uality,

and huilding r client base in thc region.

EsroUishing o beochheod

To learn about Asian trsles, (:anlplx'll

openecl a $500.000.3.(n0 sq ft resexrclr

and dcv(loprlenl (R&D) l:t(ilit!'in tk)ng
Kong in 1991. Tcchniciirns al lhe R.tl)
centcr crrnclrr,.l lrr\t( I('sls I{, rlt lt'rntinc
c()nsumer prcfcrcnces l() dcvcl()p ne$'
prrxlucts tailored to sl^-(ific n rkcts.

Thc (cnter has three secttrns. A con-
srrmcr rcsclrclr lrca is equippe<l uith
in(liliduxl txsting lx)oths s'hcrc consrrnrt'r

preti'rcncs t()r txstr. tcxturc, ilppe:lrxnae.
and flav<lrs o[ soups are rncasurcrl and
recordrcl.'l'hc' pnrluct tlclelopnrcnt rrcit
c()ntrins ! rc'cipe lihrary xnd c(mlnrcrcirl
co()king fucililics t();rid in tll('dc'v(l()p
ntcnl of nr'u' rtr tPr.'s. Thc llrrr(l i'c(li(,n
h(,us('r' pil.'l r.tnning .rnrl prrx t ssing

cquipmcnl to devclop prototypcs frrr
consLttner researth.

Stlf[ lt thc R(tl) cantcr $'crc instru-
nrenrxl in (lcv(k)ping li)!r Chincsc-slyle
Canrpbell soups introduccrl in llrng
Kong in 1990. Thcsc 'krng lx)il s()ups

arc sold uncler thc Su'ansrn brancl namc.

Camptxll execr.rtivcs cxpcd thltt th( cen-
tc-r rvill plal, rn in(rc!singl)' pronrincnt
role in de'r'ckrping p()ducts l()r Asir rs
thc vari(Ns nlarkcts nulurc.

Crossing fie border
Frrm its l'rusc in ll{)ng K(xU{, (,xnlplx'll

hxs l^-cn ahlc l() nxrnitor clelckrpmcnt ol'

Clrrn:r's r'r rnsuntr. r nt:rrkct. r':1r'rrrtllr' in

tirrlngttl)ng l'r(,rin(c. \(,1 {'nl) r\
Culngdong gcogml)hicall)' cl()sc lo II( )ng

Kong, brrt (iulngckrng rrsi(lcnts shirc
langu:r11c. r'Lrllure. c'rrslorts. ltntl, rnost

imporlxnt. crting hrl)its \\ ith tlrc (ll)incsc

in ll()ng K()ng. Soups and broths, for
cxanrplc, :rrc intelEral t() thc Cant()n(sc
(liet. Ercn lxttcr nc\!s li)r (:anlplx'll. Ix()-
plc in (;uangd()ng Pr()'\,incc c:tt s()up
nl()rc lh:I,'t fi\'c tinlcs I u'eck on irvcragc.

(',uxng(knrg nxtivcs. nr)rc()vcr. arc lhc
nn,r,t Jlllucnl xn(l ln(,\l a(,nsunlpli( )n -( )ri

cnled.ilizcns in (;hinr. Cr()\.\'inra pcr
(xpita inc(nrcs and rirpicl url)tnizati()n
lre lsrr lrcn<ls f(rcling rising (()nsumer
purchascs of pa<kagccl frxxls. Oarnplxll
cxpects lh:lt lhc nrxinlands clcmlntl lirr
str<h f<xrls u'ill continuc t() rise ar c()n-

suntcrs l>c<rrmc m()re s()phisti(xted and

tinte c()nsci()us.

ln ordcr to (xpitxlizc ()n these fx)sitivc
trtntls. (l:rrnplrcll opcncd ln r,[lirc in
(;uilogzhou in 199.t to oversee m rket-
ing. srlcs, rnd distrihution <ll thc compa-
nY s []s-n)xdc pr()ducts. According t()

I)rrid Wclls, milnxging dircctor for
(:i rpl)(ll s(nrp Asi.l Lt(1.. -Tll('i(lqr i\ t(,
lcverage rrtrr success in ong Kong :rncl

dcvckrp a finn lixllxrld in (lhinl.'

Ireoding lighily

Cxnrph ll (k)rs n()t vieu' (:hinir sinrply
as a onc billion-pllrs consum(r markcl
o;rn firr thc tirking. howsvcr.'Ih( com-
pln! rcalizes lhxl cr()sri-cullural diffcr-
enccs. if ignorcd. could min its altcmpts
to cnler thr Chincse nurkct. Tl)()ugh tor-
eign hranrls enjov a rcputation for quality
in Chinx. ncarl)'all imp()rtcd products
share this cJchcl. Crnrpl)cll s pr()ducts,

thcrefore. esscntially c(xnpclc against
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A Recipe for Success?

I Adom Heller works for Hong Kong-

bosed Newscon PuUic Relrtions, which
hondles the Compbell Soup Asio td,
occount in fie Grcoler Chino mo*et.
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unrel.rted Weslcm g(x)ds ii)r.r plilcc irl
Cl)incsc orarkct baskets, as lotal shop
ptr. st(k 1,, dLnpn\lr.lk tlrtir gFr$rng
sopltirtrr uti, rn I,1, pttrilt.rsrng I',,rcrgn
lrrrncls. A major (hxllerge li)r Campltell.
therelbre, hrs l)een to crelrIe exsil)' xcaes-

sible. rftirrclable packxged f(x)ds Ihrt still

rctain :l fifeign irl[re.
Campl)ell lus nude a consci(nrs ellort

not to fkxrtl thc (ihint Drxrkcl. in tlte
helicl thil inlroducing ils cnlirc pr()du(1

linc xt ()ncc rrould confusc ancl o,'cr
n'lrt'lot trrrrict ton\Lrrr)(r\ ,,n tb( rll.rin.
lentl. Instclrl. it selectcci l7 [)roducts
base<l on nrerkct research in Gr.rangclong

and sales in I I(D8 K(r19. 'Ihe prxir.rcts-
vegctal)le iuices, [r(rtlrs. rrncl s()Lrps lrc
sold uncter the Vl.]. swlns(n. encl lredi
tionxl C.tmpl)ell s recl-lncl-$hite lebels.
Thc prxlucts lregan sclling in (;u.lngd(mg

in latc 1991. lncl r,.'strlts to clatc huve nrcl

r\rt rreness. sillcs. ind distrihuti()n g()als.

Veget:lblc iuices, us rvell rs ciricken lrroth
irnd crelm soups \\'ith corn tncl nlush-
r()()nrs, lu\c l)ecn the t()p srllers.

A kitchen helper

Ounrpltlls striltcgy in China is bascrl
()n nreticrLl()us nrarket rescllrch, Nhiah
has I'ielcled somc inlercsring lindings.
For ()ne, consu,tlcrs in Sotrth Clrina luv._
only e l>asic undcrstanding of 'conve-
niencr" s()Llps. ln the tlnircd States, pe(F

ple lrlve grown up using cxnnecl go{)ds,

l)ut this is n()I the crse in Chinx. As a

rcsult, consumers nced to lle eciucatecl

llx)ut h()u,kl prepxre c()ndL'nscd s()ups.

hon' to incorporlte' reedy-rnede l,lr<xhs

Irl,) llr(.lr (1\)krnll. iln,l lr,,\\ I,) r1,nrl\lnL'

plckegecl encl lresh products. Consumer
edrrcrrtion, inclLrding.o()king shows rnd
recipe l)o()ks. lllcrcti)re lus Men l lirus
of Camphclls pr(nx)lionxl ancl advenis-
ing xctivitics.

ln:rJdrtr,rn. C.ll]rph('ll li,urlrl lh.rl ils
(, 'Irrn(lilx,n l:rk(s .tn inlr'r, rtrnS li,rrtr in

China: Morn. \i,hile a gr()u,in!{ d(rn!-stic
(annccl soLlp incltrstry proviclcs sorne
compctiti(nr. thc rcrl harricr Io sales ()l
Caurpbell soLrps and broths is tltc con
s!lmer's preferenae lbr home-cookecl
medls. li) l)c pcrceivt'cl rrs l fricncl rether
thxn a threit. Carnpbell m.rkets its
broths as c<xrking licls. rathc'r thln ls
rcplx('cn]cn1s.

Ilesearch has xlso revexlcd tllxt the
issLre of nutrition is gaining the aftention
oI Canloncse consu,r]crs. Provincial ofli-
cials rcccntly called fbr proper lalrling oI
l,rrJ prrxlttr'ts rnrl :t,'(1)r(lrnA t(, r( p)n\ in
a:hina Dail.l'end South Chin.l neq,spl-
pt'r.. tittung<Lrng llrlr(nl\ .lre lret()rtrinA
morc a\{rre of thc importancc of good
nutrition frrr thc hL-altlly devckrpment of
Iheir childreD. li) inarerse consuDrer
knorvleclge al)out blsic nutriti()n,

Camphell scnt onc of its nutritionists to
Guangclong in March t() sharc informa
tkrn with officials front the l\rblic Health

Br.rrc'au. the Maternal ancl lnlant Nutrition
Society. and other groups. Campbell
phns 1,, (nj\ur( its Pr',rJucts rne(l Ilr( Ttfl-
orities outlined by thcse ofllcials.

Building loyolty
()n(c CJrnl)hcll is ulrlc to t.rilor its

products to oreet Chincse nutritional
neecls, it will have a nutural marketing
<,lgr. ( ntrl Il)rn. rhr (.'nrl)iny is slli!in8
to increlsc c()nsutuc'r rcc()!inition of ils
prodtrcts.

ln l,)y.1. (:an)plrll l)(g.rn .r ('Jntpirign

to cstablish kral lrrrnd-nrme recognition
in Soutlr China. Cimphcll worked Nith
Sxxlchi c\ S:urtchi China to dcvelop a ctrs

tornized Tv xdvenising campaign which
stressecl the quality of Carnplrcll products.
'lhe rds olten include shots ol vegctablcs

rnd other ingrcdicr)ts to emphasizc lhcir
qlality and fieshness. Camplrll commer-

cials also fcature stc-pJry-step preparution
of its soups to sho$ the consumer how to
Lrse reol. Thc corDorercials are generally
Irroedcest on locllly procluced programs

in rn.rjor citics througl't(\( tlle provincc.
Carnpbell rlso uses recipe &xrklets to

promote procluct use and boost user lie-
quency in China. Thc instmctions fbr the
recipcs must lle very precise ancl simple
to cater [o these nes' consumers. Like the

television cooking show, the booklets
provi(le crettive ways t() usc Swans()n

broth products xs r bxse fi)r lrornc-made
dishes, nooclles, ancl soLrps. Recipes dre

clesignecl to suit locll taste and clietary
pattcrns.

An()lhcr typc o[ consumer pr() oti()n
rrtilized l)y Cemphcll in Chinx is (hc
''Iuck1 clmw -a p()int-ol sale su,cep
sllrkcs prontoliorr which allorvs con-
sunrcri\ l() tum in pr()of-o['purchase suls
lir| lr chlrncc to n'in such prizrs ls u'lrtch-

cs. llpr(]ns, uncl kitchen utensils. t.hlikc
rhe situxtion in thc I lnitcd lit.lles. in (lhin.l

the Dnnulacturer can rc(luirc xn in(livicl

urrl k) purclrase arn it(jnr in orcler to enlcr
srtch cor'rlcsts. Vcry p{)pulxr in II1)ng
K()ng end (luungrh()rr. thc s\\,eepst'.lkrs

huve hccn extrcmrlv cf-flctive in rtttucting
(i ,nstrn r( r :rll('nlii n1 .rnrl lr, r '.itinS ':rlr..

Morket borriers

CcttinH lllc rr;rcl out elxrut Oan4rl)cll
prodrrcls 1s orc thing. l)Lrt l.lclring 1hc

Enhoncing-rother thon replocing-home-mode food is lhe essence o[ Swonson's
Guongdong morketing shotegy, t)httt\ tt,ti(.) tr/ (.ilut)t,lt ,,tllt .tvr |tl
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Compbell found thot its

competition tokes on

interesting form in

Chino: Mom.
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p()clu(l ()ul is lrnothcr, given thc lack ol
r rvcll-dcvel<4rcrl supernrlrket <listrilru-
ti()n nc($ork in (lhinil. Chinx's (listribu-

tx,n Det\\i'rk i. l'r:rSrttr'rttrrl ,rn(l in lrrln.i.
turn, nuking it clilficLrlt lirr l lirrcign corn-
p:rn,v u itltout x k)(!l pxnner t() pcnclr:lle
thc consLrnrcr nrllrkct.

'li) ()\ rrcomc this clith< ulty. C:rnrpllell
Irrs uPpointetl the Exst Ashtic Co. (EAC)

rs its elclusivc distril)Lrt()r for Chinx. A

I).Iri.h (1,nrp.Ir). l.^(: lr.r. r'\11( rirn,r in

henclling pltr|.rcts sucll as lvlars c()nfec-
lr,,rrr'n'.ln(l I'ilrrl l\4rsi'i,n \\in(\ irr ellirrJ
and hes been performing well ftrr
C:rmpltll.

Currentl,v. Cilorpl)cll proclucts lrc sold

in 650 orrtlets throughout Gulngclong,
incltrcling sr.rperrrrarkcts, fixrcl sccrtrns of
tlr p.r rt rr rr'rrt \t,)r(\. ilrlrl lttttI'.t'.tlUil
(sLrgdr, t()lla((1). and licluor) sh()ps. In
gcncrai, (:ampl)ell xnd ljAC luve hrd to
approach cach st()rc individLrally in orcler

li, intro(lu(( (.:rrrrplrt ll s produrt lint.
\ hile this nreth()d has lrccn timc con-
sr.rming. Campltll hls founcl ntany slores

,eceptivc t() the new products.

l)istrihLllion worries asidc, Clmpbell
has l.)een concerned ill)olrt China s p(ten-
ti:rl traclcnrark vi()laIions. Copycet procl-

Lrcts :lre contr'n()n il] Chinil lncl can httrt il

c(nnprny s reputati(nr ancl lrttonr linc. A

lirotl proclucer such as Clnrpbcll orrrst

llso lre concern<l :tllrul consttntct slrfc

ty, as l substlnclerd kn<rk-olT not onll'
cor.rlcl tllrtragc lhe r!'al c(rnpany's nrnre
brrt lrlso <ruld nttke s()rr'tc(rtc ill. 'lo lrelp
deter s()ul(l llc trruntcrllitcrs. Curnphell

hus rcgistcred its tmclcnlr.ks in (:hinl. So

flr no imitlrlors hlrve cmcrgcrl. lrtrt tltc
(()rrpan)'is slill keeping a rvatchlirl c'yc.

CrrIrr'l)t1 l-1rr.'trr.rti,rns .rnrl cIrntr'stir'
il,lllrti()n rre othcr c()nsi(lcrxti()ns lh:ll
clcmancl Clruphcll s (mli()ing ilttcntion-
(ianrplrll soups ere solcl ir-t krcltl ctrrren-
c_v lirl Y5 7 pcr (',tt). l'lroLrgh tltc c()rnpr-
n\, u:1,)l.i t" r).lrr]liri,).lill,rl( pliics lirr'it.
products, thc rapicl dccline in vllrrc ol-

tl\c ftatrtifibi at the l()cltl s!!ail) ccntcas

oter lhe pist six nonlhs has recluirecl
(:rI]rpl)Lll r{, r,.ris( ir\ fln.rn,iirl pr,,j(\.
ti()ns rn(l in(-rcasc ils priccs ()l'r s()nle
prcxltrcts-

(.Jrrrl)h('ll . s:tlts ,rnrl rcrenttr Projtr -

ti(ms n)rrst als() txkc int() ilc((trnt i,r'lp(x1
(hrli(\.ln(l ,,tlrcr t.lx(. lericcl on for(igtr
pnrrlucts; Canpbell is lobbying the
olhcc'of the LIS-lixdc Reprcscnt.ltive t()

e<lclress thc tariff issuc in pxrli( ulrr. As it

n()w slands, the inrporl lxx increases lhe
price'll (()nsLLnlcr nrust pay [or 1l

Cxnlpl)ell pro(lLrct, a situ.tioD whi(h
c()nfines IIle c(nDpirny s srles t() nl()re
lff l!lent c(r]sLrnle$.

Looking locol

()ne wdy :lround soorc of thcse llnrn
cieJ problenrs woulcl lt tirr C:rolpl)ell lo
pr(xluce solrps in China. Loc:ll prodLrc-

tron *otrkl :rlr,r rrrpr,,vt w:lr('lri,lrsins
irnd distribuli()n logistics.'Illc c(nnpany
('rrr.cnlly is cliscr.rssing wilh a Cllinese
paftner plans to clcvckp a ntanrrt'xctlrr
ing plnnt in South (lhinr kr llkc aclvan

tugt' of the xrea s c(nDpxrativcly incx
prnsive' lancl lncl labor costs. Clmpl>ell
plxns k) s()urcc ingrcclienls in Cllinl rnd
is rcsearching polcntial sr-rpplicrs.

Thc Guirng(l()ng frcility eventually
rvill sen'c as Crrnpllell's launching p:itl
in Chinx. I'l om the South. the conrpllny
rvill talget the crrasul irrers. ilnd lxtcr thc
inlantl rrrl'ran ccntcrs. llcli)re cxpxnding
to tl)csc arcas. lrowcver. Carrrpbell till
concluct rnore rcscarch in (nder t() detel
rnine the prefi'rlecl spiccs. ingreclients,
ancl rccipcs ol the vxri()Lrs lcgi()ns.

Acc()rcling to rvclls, Can]pbell s go:rl

firl tlrc lirture is l() inclcase thc p()wcr
()f lhe Cilrnl)l)ell l)ftn(l nanlc !lnd c()ntiD-

uc on :r cycle of implemcntation. evalua
Ii()n, rnd refinerDent of our proclucts.
'l'he Cxmpl)ell Soup Co. secks Io leve'r-

agc its trx(le|rarks glolxlly. Chinl, rvith
x rluilrlcr (, llr( w()rl(l\ I)r,PulJti,,n. i\ J

linchpin in our global cfltrns. i,

wben the question is....

Research Associatcs, an internationally known information Broker
with experienced research staf(, will handle your requests for a variety

of information needs such as:

I Document Retrieval Q Translation

IOnlineResearch IBibliographyPreparation
I Manual Research I Patent Research

rVhen speed and budget are prime considerations, let Research

Associates put the power of information at your fingertips.

Corrtact:

RESEARCH ASSOCIATES
Suite l12 . 4949 Battery Lane ' Bethesda MD 20814

Tel: (301) 986-5242 Fax: (301) 65+0782 ' (301) 652-1637 MCI: MNewhouse

Gonsider the Solution
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CUNGZHOU'S FAVOURID BUSNESS DESTNATION.

Siruatd oppcite the China Tradc Fair grourd6, rhc China Hotel

i5 convmicnt to Guargthou's commercial ccnm, jusr momcms ftom tlr
airpo(, train sation ard f.ny pi6.

E4ually onvcnicnt arc all tlr fxilitis imi& orr hael, Youll h abb

to chccl in a a pcirl MP rcccptioo dek. Eniry r hrlly.tquipd budns
cenm ard mccting rmms. And say on our cxclusive cxcrtive floor

dedkattd to thc nc& of businas gucs.

Afttt houn, you can unwird in our hcalth club ud swimmirg pool,

then dirr in orr o{ our optb nsauram Enrmainmcntl lt's all

happenirg at ttr Grwalk, Ouangzlou's hotrcn rtion-fillcd ni$r pot.
Gtwall fcaturc a disco, privarc ard public karaokc rooms, ud a lanrgc
with live music.

Fird out what maLcs us Gtangrhor's

hvorrite busincs dcstioation. Exp..ien e

rh. hoqitaliq of rhe China Hotcl. a

adD)tE*-ilt\T CHINA HOTIEL
Liu Hu. L!. Ct rylho! 510015, Chrm. Trl: 86.20.666 6888
Tch: 41888 CIiLGZ CN C.bl.: 6888 F.x:86'10 66? 70la

h
tk dirxd 'r(@ (l I dmrMa
i. l&! w'll ,lido.rar J ft.

!s

,n

BEUINC. GUANG}iOU. GI-JILIN . HANGZHOU . SHANCHAI . SUZHOU . XIAN . HON6 KONC. MACAU

Hoq Koog Rercrrrtiong Hotline:(852)?3 r 3488 Fer:(852)?21 0?4! @ t'tell lntcrnatrrnal
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t Morket Econom/ ,

r Dovid Bochmon

The Eighth

Notionol People's

Congress embroced
the open policy-
os well os

Jiong Zem

ond Zhu R

T
wieldy to act as a lrue legislature. In-
srcad. suhslantive legislative policy in
China ten<fs to he determined in the hi-
monthly meetings of the l34-member
NPC Standing Committee, which is
named by the Pany leadership and the
Politburo for approval by the NPC.

The annual NPC sessiorls, in contrast,

provide a forum for ratfiing and publi-
cizing leadership decisions. Customarily,
the leadership presenLs the goverrunent's
work repxrn-in essence, China's sute-of-
the-union address-as well as the annual
plan and budget. The NPC also promul-
gates maior laws and approves top gov-

emmental apfmintments. Since the March

meeting was the 6rst session of a newly
elected NPC, changes in the cxecutive
Ieadership of the Chines€ State' were also

announced and approved. New appoint-
menls to China's stare Council---{he kxly
that ovemees China's Statc orgarl+-were
made, and the structurc of the state
Council itself readiusted to reduce gov-
emment staff, improve efficiency, and en-

c()ura8c minrstfics to bc< omc m<lrc husi-

ners<rriented.

Ifu top guns

One of thc most imponant appoint-
ments approved by thc NPC was that of
thc new president of the People's ReputF

lic of China, Jiang Zemio. Jiang, who rc-
places Yang Shangkun, also servcs us

gencral stcretary of the Chinese Commu-
nist Party and chaimran of thc Military Af-

r Dsvid Bochmon, choir d the Chino
Studies Progrom ot tlle University o{
Woshingron lSeollel, is on ossoci:te
profesrcr of incmotionol studies in the
tlenry M. Jockson School d
lnremotionol Studies. He is the odhor
d Burer,wmcy, Ecomrny, ond
L&nhip in Chim (Combride
Uniwrsity Press, I 99 I l ond other
works.

tlinS in, while in Beiiing, the first se*sion

of China s Eighth National People s Con-
gress (NPC) completed a round of leader-

ship changes and oqaanizational resruc-
turing initiated Iast fall at the l4th
Congress of the Chinese Communist
Party (see Tbe CBR, January-Febttuary
1993, p.22). luhile there were no real sur-

priscs at the NPC. which was held March

15-Jl, many fDlicies were devebpc'd and

elaborated. In essence, the Congess re-

flected a leadership dominated by con-
c.ems o[ economic growrh and polirical
and economic stability.

Often refened to as China s 'rubher-
stamp parliament.' the NPC meets for
alDut two weeks each year. The NPC'S

approximately 2.900 delegltes are eleded
to 6ve-year tenns; in effect, the Commu-
nist Pafiy selecls delegates from each of
thc provinrcs, along with rcprescntatives
from rhe People's LiheEtion AImy (PLA).

The NPC, however, is not constiuted on
a proponional representation basis, as

the PLA has the highest per capita reprc-
sentation, fdlowed by the coastal areas.

Inland provinces, with the exception of
Tibet, gcnerally have the lowest numbc'r

of delegares. in both absolute and per
capita terms.

Because of ils large sizc'and short
mecting schcdule, the NPC is too un-

tn

onglr
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he spring of 1993 was a period of
transition for both the United
States and China. In \vashington,
lhe Clinton Administration wxs set-



fairs Commission. The 67-year old Jiang
now holds three of the four m()sr presti-
gious formal positions in the Chinese hi-
erarchy, making him Dcng Xiaoping s

heir apparent. Vhile the president of rhe

PRC has few actual powers other than
naming the premier---+hc founh of the
top positions in China-fr>r approval by
the NPC. Jiang's new appointmcnt will
give him a larger role in foreign affairs.

As head of the Pany. Jiang found it dif6-
cult to travel to non-communist countries.
In his ne\r'role, however, Jiang shotrld
be able to go abroad morc frcqucntly,
which could strenSthcn his hand, as rvsll
as help China s imaSe oversqrs.

Li, age 65. was elected lry thc NPC to a
second five-ycar term as premicr of the
State Council: under the rules of thc Chi-
nese constitution, Li is ineligible for any
funher terms. A caulious and conscrva-
tive fxritician, Li has bcen able to idjusr
lo thc prevriling politicJl Jnd e(ononri('
winds of the past 18 months. But. while
Li enioys the suppon of some of the olcl

lc.atlers bchind thc sccnes. lhcrc are signs

thal his standing within the current lcad-
ership is less than secure. The lact that

about l0 percent of thc NPC did not vote
to confimr him as premier, fclr exantple,
indicates the weakness of his pr>wcr
base. Perhaps a higger threat to Lis ca-

reer, however, was his curious disaplrar-
ance aftcr the NPC, amidst rumor$ that hc
sutfered onc or more serious heart at-
tacks in April.

Under Li irrc four viec prcnricrs, in-
cluding Executive Vice Prenricr Zhu
Rong,i {Jgc 65), wh(, is scen l}y mrny in
Chine antl alrroad as China s cm(rging
economic czar: and former Stiltc Plxn-
ning Commis.sion (SPC) heact Zou Ji.lhua
(age 67). Zhu and Zou. lx)th ()f \.!hom
have already servcd as vicc premiers fbr
some time, were ioined by neltly ap-
pointed yicc premieni Qirn Qichen (age

65) ind Li knqing (a8e 6l) rr the March
NPC. Qixn, u'ho llso scrvcs ls frrrcign
ninister, and Li, fomrer ministcr of the
Ministry of Foreign E(()n()mic Rel li()ns
and Trade (MOFERT), rcplaced Tirn
Jiyun.'!X,u Xueqian. and Yao Yilin. All
four of the currcnl vicc premiers are
memtxm of thr- Pany- Politburo, though
Zhu Rongii also sits on the Politburo s

Srandin8 Committce, rhe m()st po$erful
political My in China. ls d.)es l)remier
Li Peng.

Rounding out the top leaders, rhe NPC

appointed 77-yeat ol<J "red capitalist"
Rong Yircn to scrve as vice president of
the PRC-a move generally regarded by
Vcstem analysls as a symkrlic affrrmation
of China's transition ro a "s<.,t-ialist market

economy." Rong, formc'rly head of the
China Intemational Trust rnd Invcsunent
Corp. (CITIC), is unlikc'ly t<> u'ield much
[<>rmal lxrwer in his nes post. hut hc prc-
sumably will bc consulted on reform and

Jiong Zemin

should now be

oble to go obrood
more frequently,

which could strengthen

his hond os

well os help Chino s

imoge overseos.

tirrcign lxrlicy issu(s. ll(ntgs ilppointnlcnl
is llso notcworlltv hecar,rsc ltc is nou,the
Itiglrest-runkirrg n( n).l rrnurrlist l(,J(l(,r rn

the hisk)ry ()l tlrc l,R(:.
(;cnerirllv spcxking, lhc ncrv ntcntbers

(rl tllc Strtc (i)uncil ilrc younger thun tltc
()utl.l()iiU{ (lclegiltcs. Mrny speik Unlllish
()r Russiitn lncl ltave hacl cxtensivc inlcr-
ilcti()n $'itll li)r(.igncrs. m:rking it likely
thal rhc) xrc rrrmlirrtahlc hlntlling firr
cign cc()n()nri( rlxttcrs. lvl()sl ()l thctn
hlvc collcgc clcgrccs. usrulll in scicntiftr
or cnSincrring fielcis. utich suggests drat
thc Stxte (i)un(il miglrt lt lirirll technt>.
(Iirlic in ()rienlilti()n.

l{err institutions were creobd...

ln addition to rhe leadcrship changes.
the NPC amendcd the structure of rhe
stalc Council and a numlxr of ministries.
in order ro streamline government bu-
reaucracy and reduce government per-
sonnel (sw chan). A5 a number o[ Ch!
nese cornmentaries have noted, however.
similar reorganiT,ations in the early and
late 1980s actually resulted in an even
larger bureaucracy.

Among the most important changes
for the foreign business community was
the restructuring of MOFERT inte the
Ministry of Foreign Trade and Eco-
nomic Cooperation (MOFTEC), with
\vu Yi as its new minister (see p.38).
Madam li(u, age 54, haodled some of
dre negotiations with the United States

en intellectual property protection, and
is generalty regarded both w'ithin China
and abroad as a highly competent ne-
gotiator.

A number of other Chinese ministries
are noq to be transfonned inlo non-min-
isterial organizations. The Ministry of
Aeronautics and Astronautics has been
alxrlished and replaced hy the National
Aviation Industrial Corp. and the Na-

tional Aslronautics Industrial Corp.. but
hos' these corT)orarions uill differ fronr
thc old ministry is not yet clear. The Min-
istry of Texliles and the Ministry of Liltht
Industry have also been disbanded and
replaced by the China Chamber of Light
Industry and the China Chamber of the
Textile Industry. Chinese press reportj
have implied that these chambers will act

much as the dd ministries. but will not
have control over entcrp ses in their re-
spet'tive industries.

...ond 6nner ones rcsunected

Changes to other ministries involyed
splitting them apart: the Ministry of Ma-
chine-lluilding and Electronics Industry
(MME[) was divided into two distinct
ministries, for example, and the Ministry
of Energy Resources (MOE) was re-
placed by separate ministries of coal and
electric power. Mosr likely, these
changes were made to eliminate min-
istries that had become large and un-
manageable. Both MMEI and MOE were
formed severel years ago by nrerging
separate minisries, the sraffs of *'hich re-

lxrrtedly never meshed.
,4..s a q.hole, the reorganization reflec-ts

the Sure Councils nes emphasi.i on in-
frastructure a(ivities and hs.lv-y industry.
No light industrial product line is rc-
flec'ted aI the ministerial level. but hearry
industry and infrastructure are repre-
sented by multiple ministries. Given the
Iarge number of organizational changes
underway. it remains unclear h<tw the
working relationships and responsibili-
ties of many organs under the State
Council will evolve (.saa p.42).
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Ste Council

Premier: Li Peng

&eculive VP: Zhu Rongii;VPs: Zou Jiohuo,
Qion Oichen, [i Lonqing

Ministry of
Agriculture

Minister: Liu Jiong
Centrol Militory Commission

Choirmon: Jiong Zemin
Vice Choirmen: Liu Huoqing, Zhong Zhen

Siole Councilors:
Li Tieying, Chen Junsheng,

Li Guixion, Song Jion, l-uo Gon,
Chi Hootion, Peng Peiyun,

lsmoilAmot

Secrekrry Generol: Luo Gon
Ministry of

Chemicol lndustry
Minister: Gu Xiulion (f)

Supreme People's Court
Chief Justice: Ren Jionxin

Sl^qte Educotion Commission
Choirmon: Zhu Koixr-ron

Ministrv of
Civil Affoirs

Minister: Doie Cering

Supreme People's Protecl,orole
Chie{ Procurotor: Zhong Srqrng Stoie Science &

Technology Commission
Choirmon: Song Jion

People's Bonk
ol Chino

Governor: [i Guixion

Stote Economic &
Trqde Commission

Choirmon: Wong Zhongyu

Sioie Auditing
Administrqtion

Auditor Gen'l: tu Peijion

Stote Plonning Commir:ion
Choirmon: Chen Jinhuo

Minirtry of
Cool lndustry

Minister: Wong Senhoo

Slote Commission for
Restructuring the Economy

Choirmon: LiTieying

Ministry of
Communicolions

Minister: Huong Zhendong

Commission of S<ience,
Te<hnology, & lndustry for

Notionol Dehnre
Choirmon: Ding Henggoo Minirtry of

Conskuction
Minister: Hou Jie
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Notionol People's Congress

Sionding Commitlee
Choirmon: Gioo Shi

PRC Presidenl Jiong Zemin



Ministry of
Jurtice

Minisler: Xioo Yong

Srore Pfrormoceuticol
Adminislrotion

Direcl,or: Qi Moujio

Gen'l Admin of Civil
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preisures, probleffIs with agricultural pro-

duction, and the declining abiliry of the
central govemment to control the econ-

omy were noted, the overall tone of the
addresses wa-s highly optimistic. The ecG
nomic repens prcsented at the NPC are

impodant hecause they are a goo<i indi
cator of official concems and priorities.

ln his government work report, Li

Peng announced that the growth rate for
the current five-year plan (fyP. 1991-95)

would bc increased from a rargeted 6
percent to &9 percent per year. The plan

for 1993 called for an 8 percent increase

in GNP, with lhe agriculrural sector to
grow 4 percent, industry 14 percent, and
teniary or service industries 9 percent.
The revised hgures reflect a modification
of the intent of the Eighth FYP. oriSinally
drawn up \r'hen conservative interests
were relatively powerful, the plao em-
phasized slower, more controlled gro*th.

MOFERT's New Look
7A hinu s f,rrt iEn trlrlt' nrinij\tr\'. c(,rnnr()nly kno*n rls

I [1( )t']:RL is lHll$:ry tlrrough.r rflrrglnrz:rtrr:n tlrat lrt'g:rn

\r t,r,'r \'(.lr Al).rrl [r.n] r( ( civinfi .r n(u nirr)r Jnd
rt ronvrn-the lUinisn] ()f lj(n-cil,ln 'l r.rdc ilnd llc()n(nnic (ix)pct-
rti()n, ()r I,l()lrl'Uc-xl tll(,M:lrch Nl)(i nlceling, tlrc orinistry lras

c(nDplcl((l rcslnr(lurinra itr\ inl('rnirl dc;ritnntcnts. Sonrr of thc
Ii)r r(r. itlOljllR'l lrurtltrs lrrlr'lrecn split up rtnd some neu'
oncs hlvc l.lct'n lrHcd, althorrglr spcr ifir' dtrtics of s<ut' bu-
r'car,rs ltlr.e not yct lrccn liruliztd.

iuo[:fF-(;'s rcr)rr.il izlti()n is inten(lc(l r() (onli;nr kr lltt'centrll
l.l()\'ernnrcnt s gtneral go:tls ol rc(lLrfinu rrl iar( )- rnxolgenlcnt.
strclrnrlining tht Slltt' lrrrclLr<'ru(r. Jn(l ra(luaing gr)\'(tDnlcnl
ptrsonnt'1. Iirrlv slTt'r'Lrl.rtion lust rclr ltcLl thJt thc nrinislr!'
rrr[rld lrr. clinrinat.tl oI h:rvc rrrost ()l ils rcsll()r]sil)ilitirs tikcn
or cr lx l lrc St.rk li orror]r ir. .r nrl 'lilrtlc ( j nurnissi( )n. I hottgh such

lu rlrlstie tltengc ltrrs rtot r,.ttrrrtrl, tllr (l(lincxlx)n (rl r(sP)nsil)ili-
Ii( s l)ct$ c( rl thc ()rganiz.rtir xrs corrld clt.rngc in tlrc [ulttrc.

.\l this |r)i,lt. lirrtrgn cr)nrp:rnics sill not hnr! nt;tnl rltangcs
l)(1\\(('r) lhc n(\\ ll()l-ll:( rrnrl thc rrkl \l()l'l:R'l..lhc hurl' rs

Minislry of Foreign Trode ond Ecmomic Cooperolion
momcl

Address; 2 Dong Chongon Jie, Beijing

Telephone: 861 / 519'8114
Fox: 861/ 519-8834 (Americon ond Oceonion Bureou)

Minisier: Wu Yi (f)

Vice Minisiersr Gu Yongiiong, Tong Zhiguong,

Shi Guongsheng
Assislonl Ministers:Iion Runzhi, Li Guohuo, [iu Shonzoi,

liu Xiondong

thut tirrcign companics gencr:rlly nrcct * ith-l'()reign lnvcstmenl
Adlninistrrtion.'l'rL'xtics.lnd Lrws. Atr(ri('.rn and Occlnixn-r('
trin thc sanrc basic funrtions. (ih:rngcs in pcrs()nnel xrc in1nli-

nent. ho\!cvcr. ilnd arrrnplrnirs nrltr lind old cont:ltts lc 'in1.q thc
,rrini{r\. Thc rotltl nunrlrer of ll()l'llic rnrploYccs is to lx, rr-
duce(l h\ 20-25 l^-rccnl. l)ur mr tinrctrble lirr thc stalT reductions
h s lx'en sct.

ItJew Eureous:

Economic Coodinolion l)('sl)il(' its nilnr(. this bLrrr:ru m:rnagcs

ll()l:l-liC l)rol)r11\ Ir)(l :rss(1\

Dkeclo. l-i l:('ngting

foreign Trode Storoge ond Tronsportotion (lrt.rtr'r.l ti,rnr tlrt
lr.Ir\ln)rl.ltr(nr Llrrr'r,rrr ol \l()l'lrlll ' lrr|(rl I:\l)(nt ll(rar'.lll. lltis
l,rrrr.rrr rrrll rrnr'rlrrr.rrr'\rtlr(()\(().rnrl,)llr(rrlrrlll)lrtg(r)rttl).I

nies. '[.llc hurcatr rcBrnecllv $ i]l push lirr rlevck4ring lransporl!-
lion ()ulcri to smxllcr aounlrics in orclcr to f:tcilitatc expon (li
lcrsificxli()n, :ln(l c{cntuJlly nrav lrt'responsible for approving
neil chxncstic' shippirlll (r nrlprnics.

Dlr€cton WJnH Ziriul')

Science ond Technology ,\ rt'r'rrnrpcr.l v( rr'ion (,l thc firrnrcr
-\lOFIilt'f Iechrroft rgv Inrl)( )fl - l'l\lx,r1 llurc:rtr. t his nc$' l rrrrcil(r

sill t:rkt'on tltc .r<ltlilionrtl tesk ol rlcrcloping tc<ltttologr r.'r-

p()ns.

Dlftctoe l.iu llU
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Reform prioritics
Another important functbn of the NPC

meeting was to presenl major relpns on
the economy and econ<lmic reforms.
Overall, these repons emphasized the
necd to continuc lo open China to thc
ourside world, deelrn economic reform,
speed economic devebpmcnt, and affirm
thc development of the s(rialist markct
cconomy" endorsed b; the (i)nxnunist

Party Congress last fall. Vhile inflati<mary

MOFTEC BUREAUS

lntamotionol Trode ond Economic Relolions lirnrrellv rlrc Inrtr'-
nxti()nlll Relili(n1s l}tlr(':ru. tllis 1,lr()ul) ll:rrrcl['. rurrltil:rtcrll al];rir's.

inclLrclin{r (.hinls rclutio s \irh (iA1-1. r\l,li(1, I Nll)().:rn(l
()lltcr (n-gilni2xti(nts.

Dlrector': l.{)ng ') (nrutU

[conomk ond Trode Policy ond Devebprnenl (]r(rlc(l li()nr tlrr
lirrrt,r' In1xrn li\lr)fl IJ0r(iru. I'()li(\ It('slru(1urilrg I]trnau. und

rlrr linlign'[]\csl((l r. ntt rlrlist' clir ision rrrtrk'r'tlrt lirrtiqn'li:rtic
lllrrcuLr. this gr(luP is rcs|onsilrlr lir[ or t'r'stt-ing tiatlt'politt'lnr.l
r.lril,rlinS llpl)r(^ irl li rr tltt t'st:tlrlirltrrrt nt ol ttaclinu trrtrtPer'tics

Dlrcctor: I\,\ilirnr I('rrrp()rirrilr \'rr( llrrl

Deputy dlrcct()^ir 7lr(,u Tllilirr. lri[] lIr()(ling. \\'u.lu('n



abrord-as China opens its markets in
resp()nsc t() the JOl rnarkct acccss agree-
mcnt \r'ith th{r I initc(l Strlcs.

\\'hile Li $xs not vcry specific alxrut
upconling relirrnrs. hc did suggest that
tirnher ellbns $'(ruld lx'made in several
rrees Thcsr. inr'hrrk,:

I State-owned enterprlscs l he effi-
riencv of thcst (nl(rnriscs is t(r l)c inr-

provccl by seplrrirting owncrship ancl

firanagcn]enl lirn(li(nrs and hy creating a

Rc4dorlr/elanlri:
Thc nunrhc.r of regional hureaus has increased by fwo. Thcsc

groups continue to hamlle hilateral trade affairs, !s s,cll as ovcr-
see thc ncq4y c(nnbincd commcrcial and ccon()mic sr.ctt,ns ()f

Chint'st cnrbassics within lheir respr'(1ive iurisdidi()ns. A nc$'
and difficult task o[ the regional bureaus sill l)c t() divcrsifv
China's cxfx)n trade lo reduce degrndcncc ()n thc American
and Ilur()lx-.rn fiurkels.

&rGri6n ond Oc€onion ]'his gr()up will .onrinuc t() nunrgr
tr:ldc rclali()ns \r'ilh N()nh:lnd South Aorcri('ir. Auslu,iJ. xn(l
Ncu, Zcallncl. including the 301 negotiati()ns \\ith thc llnite(l
Stiltcs.

Dlleclor: sun Zhcnyu

Asion 'fhis hurcuu uas crcated by rhc split up of IIO|llR'l"s
Asirn and Afriern AlTJiL.i lJureau. It $ill c()nccnratc on Asian

c()untrics ()nlv.

DLrc-lon P()siti(rn lcnrfx)ffilr \'acrnt
Dcputy dtrcctors: li0ei Xia()rong, Gu Cu(xai

EurcP6on lrasi(.rll\ unclungc(l l)\' thc recent t!()rg.lniz;lti()n. this

grl)up \\'ill (\)rltrnuc l() llin(llc tr.lde sith lilstcrn untl Ycstcm
Ilur()l^-lln nttkrls Jnd thc counrries of the f{)rnlrr !)\'i(l I ini()n

Di-rcctoft (lhcn Zhirix()

Toiwon, Hong Kog, ond ilocoo Affoirs Ir!1ri,)rr\l\ rlr( l.ri\\urr
Ii(ln(nrri(' rrrrri llrrtlt' lir'llli(ms I]ur(iru. tlris l)lrlcxu ILl n()\\
lrttn spuntl tl to irrr lurlt' I l rng Kong antl \l;rr'rrr

Dlrantor: Arr li|

West fuio ond Arricon Spun ofl froor thr. lin.nl(r Asirrn rnrl
.\lri(.rn AllJir\ llrrr(:ru. tl)is,.{fi)up \\-ill c()nccntrJlc ()n (:hinls
Irr(lc r(lxlirln\ \\rllr Alri(ilrnd thc ({)untrirs ol th( \li(l(llc liirsr

ancl V est ,\:iu
Dlrc<tot.: slr:r \\!i

Otlrr-&taus:
llk) t ()f rhc rcnrxining burclus hale nr[ l>ccn significantll uf-

lc( l((l l)\' thc rc()rilrnizati()n.

Foraign AU ttri,' trurc:lu continucs t(r or'(.rsrc (lhin:r's lort.ign uicl

progr':rnrs, lrrrt it nu1' llc clranged or climinltc(l in tlrt. lirtrrrc
Dlrccton 5un ( ;rrilngxiunll

Ioreign Economic Cooperolion 'l lris hrrrcar.r lirrnrcrl,v uas rc-
\p( )nsil)lc li)r Chinil's ()\'erscJs io\ estmcnt grlicl. l:rl'xrr exlxrns.
;rnr.l cr.onorrric secli()ns ill (:llin('\(' crnl)r\\i('\ lnrl trrnsulates. It

uill no$ no krngcr r)\'rrscr th(,coll):lss\ (()nsulilr lclivities, rs
lhc\c lrrnatirlns ire lx-ing llkcn ul) l)\ tllc rclii()ntl l)urcrus-

Dlr€<tor: (.l)cn \irng( ii

torelp lnreslment Adminisffii -lhcrc 
havc b<'cn no clungcs

in this hurcuu. ulthoLrgh it is lo l)c(()nl( lcss involr.ecl in lilll
('onrrJ(t ilpp()\'irls io tllc lilturc.

Dlr€<tor: Iia() Sutln (l )

Deputy Dirtf,ron Ii rn11 Yizhon8

Foreign Trode Adminisfolion lhis bun.:ru is rt.sponsiblc firr nc-

ta(,li:rtin8 in(l sr'Iling qu()lJ\ $ ilh lirrcitn t'rrunlrics lnrl litcnsing
li)rci8n rcprrsrnr.lti\c oflccs in (llrinr A(((r[(ling nr I1()|'1IC
olIl( ills. thc burclu $'ill n(, Lrnger lrc invoN'cd in rhc (listribu-

tirfi ()l qru)tr\:rmr)ng d(nn(\li( c\l){,rl( r\, li l}lis tllsk \\ill bc
r.rrrir'rl rrut ul thc kx.rl lcvrl.

Dlr€ctot: Zln)u K(rcn

forctln loon Adminisffiion \r, chrrngcs

Dlreclon l.u Zhen

Prolocol Bureou Sornttinrt.s (Jllc(l lhc l,i:ris{nr lJut.ru. this hu-

r'tltr is rcsponsiblc li.rr gcncrtl pr()t(x!)l \\r)rk. intltt<Jing r'rxrrdi-
nrrin{ n)rctings \\'itll tol) N.1()l:l'll(l ()lli( ixls.

Dlr€<'ton \ic Shusllrn8

Iraties ond lows lhsi(llh unchangr.rl. this hrrrcru is rlargccl
rvith clrafting IrJdc xnd invcsl,rcnl-r(.1:rlcd lrc..lli(s. la\\'s. Jn(l
R.Aulirtirr)s rnd p()\icling [.gul rrrrrnscl t() lh(, 14i)\'crnrnrnt.

Dlreclon V'rng l)ixngu(,

Ihe following bureaus handle MOFTEC's intemal affairs

Adminislrolion Bureou

Crenerol Office
Perrconel, Educotion, ond l,,obor Bureou

Plonning ond Finoxiol Bureou

.ldt, I:nslti'. Llin\kn tl (.1,itkt (4x,tutkrts,

I : (.lrilte lhtsi t\s (,ir0t.il

39

In all likclihood, the higher target rate
also suggests (hat the government, de-
spite its desire to avoid another year of
douhle-digit 8rouh, will not find it easy

to slow the economy.
The fcrus o[ State investment policy

over the next five years will be on infra-
structural and hasic industrial construc-
tion. Th(,u8h n()l I maior change from
previous govcrnment priorities, Li's repon
appears somewhat morc definitive than

past declaralions. Developmeot of rail-
roads. highways, t-.rq, malerials, aod steel

will he a high prioriry; Li also nored rhat

China must revitalize the machine-build-
ing. electronics, pet(xhemical. autom()-
bile manufacturing. and building indus-
tries to tum thcm inlo pillar induslries of
the nati()nal economy." 'l'hese sectors,
with the possiblc cxception of the huild-
ing industry, xrc likely lo face the most

intcnsc- compeliti()n-lxlth al home and

July -August I 993 . The Chinq Business Review



svstetrr ()f propent rights. Thc'se rights
presunlirlrv u'ill tirus on the roles ()f lhc
slxtc Jod ,nan.rgcrs in c<>ntrolling enter-
prisc ()lx'liltk)ns.

! Formation of new markeG Li crlled
lirr thc dcvclopnrcnt of real estate and

tccltnokrgy n)irrkels ovcr lhe ncxl few
ycars. !:ntcrpriscs tnxv also gain grcrler
ahilit,v to luv olT rcclundant \\orkers. cre-

.llinE l(rt':rl rtt:trkt'ts lirr Itlrr:r. Suth experi-
nrents w()ul(l Iikcly stop shon ()f unlcash-
ing il nilti()nxl llrlror ntlrket, however. lLs

such x (level()pnrent rnight prompt I
(l('\r:ll)ilirilrl.l rush ()l p(JsJnts seckinll
\'()rk in (:hiul s mrjor cilies.

! Hc€ r,efoms Yirtually all priccs are

lr lr sct hy th( markct \\'idrin the next

thrcc vcars.'f() gullr(l ilgilinst price fluclu-

rti()ns. paniculilrlv lirr ugricultural p(xl-
uct$. Ilcijing \\'ill cstill)lish a "grain risk
rcgulill()n ftrncl.- cxpancl Statte rcscnes.

iln(i ('rc.llc ttt,rrc lirttrrc. nr;trkets fi,r:tgri.
orlturll comnxdities.
! Flnanclal reforms Li rrgued that
(lhinx s txx rcvcrlLrc systern must be re-

lirrnrcc! to lllcviatc c hr(rri( l)udget dcllcits
rn(l sll()rt.rl.lcs ()l investnrent tlncls lt the

ccnlrirl l)ank. l(xving policy and business

fun.ti(Ds r() sp(.( illizccl hanks. l,i implied
lh0t the uclivitics ()f the h:lnking industry

incrcusinSly would bc govemcd by ect>

n(nrric criteria. lle did n()le, howevcr. Ihat

sp('ci.rl p()li(y l)rnks- miglrl be estJb-

lished to provitle strl:sidies to cntcrprises
sufTcrinlE l()sses duc to unrealistic State-

set prices ()r othcr political factors
Fissentially, lhc p()licy banks would

(onduct .lctivitics sitnilrr to lhose of the
tls Rcs()lution l'nrsl (i).. which conflncs

:rll thc hlrk,rrts rn thc suvings und loln in-

dustry t() ()nc cntity so thJl the losscs
d()n r inll tc the (rhcirl l)udgct. Lis state-

rnents imply that s(nrrc industries, proba-

bly inclurling eoal pnrductioo, will not
rcly on lrrllv nrxrkctizcd priccs antl will
still ncc(l sttlrsirlies li)r lheir Poli(y-im-
poscd l()sscs. 'l'hough lhc cr(jrlion of
thcsc poliq hanks could dclay imple-
nrenlxli()n of firnclamcntal entcrpfise rc-
firrnrs. thc blrnks rnight hclp ralionalize
the fairly ch ()tic system of financing of
State cntcrprises.

Vllil(' l.i l'cnE di(l not drs.Lrss ntr,r,r
econ(nnic llws ()n thc Strtds agenda. an

Virtuolly oll

ore to be set

morkel within

prces

by the

the next

three yeors
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ccntral lcrcl. As pxn of tlre solution. Li

ldvrrllc,cl slepping up txx colledion e[-

lirns hrr :rll cntcrpris(\. rnr luding lbrcign
()ncs. llriiiflll is 3ls() plannint to shift to a

double$udgct s)slc[!-as usc'd bv many

LiS stltc govcmmenls-1\'ith sePar.rte oP
erlrling and construction hudgets. The
pBcticrll implications of many of these re-

fornrs rcmlin unccrtJin lt lhis point.
though the shift to a douhle-budget sys-

tsm sulqScsls China s leadeni are trying to
confinc deficit spcnding to the infr"struc-

ture devck)pnrent budgct.
Li also stared that thc People's Bank of

Clrina would hegin t() act more like a



THE CEO INSTITUTES
[ II)('( )M I N(i l..Vt._N't..S

The Pan American CEO Institute Emerging Markets Fomm
October 5-7, 1993

S5o Paulo, Brazil

kss than a year alicr Brazil's gllitical crisis. the Pan-Americal CEO Institute will gather business and

govemment leaden fII)m around the Amcricils for its second Emerging Markets Forum. The forum will
expk)rc thc ocononric opportunitics of thc region s largest economy a.nd of irs neighbon in the Southem

Cone. Sponson: Banco Real, Bolsa dc Vakres de Sio Paulo (BOVESPA). Continental Bank Intema-

tional. Origin C&P. Sheamun & Sterling. Sprint lnlemational, and West Merchant Bank Limited.

The Pacilic CEO Instituh Emerging Madcts Forum
Oclober l&20, 1993

Shanghai, China

The fint Pacific CEO Institutc Emerging Mar*ets Forum will explorc the rapidly changing polirical
and oconomic environment in China. The program will look in depth at $e specifics of China's
renewed commilmenl to building a vital and evolving socialist market economy, and give participants

access lo a widc array of senior officials. expens and top managers from tle region. Sponsors: AIG
Trading. Bmxton Associales. Deloitte Touche Tohma$u Intemational, and Hongkong Telecom.

The Pacific CEO Institrte Rourdtable
November l5-17, 193
Sealtle, Washington

Thc sixth annual Pacilic CEO lnstitute Roundtoblc will Slthcr Asian and U.S. leaden in business and
govemmcnt k) discuris thc nexl wiivc in Srowth in Asia and the Pacific. Frorn China and India to Viet
num and Indoncsia. this roundtable willexaflrine thc dynamic changes in the rcgion and strategies for
sciling thc opFroflunilics prcscnted by thosc changes.

Tho Pan-African Cllo lnstitut€ Roundtable
Novemher 17- 19. 1993

Cape Town, South Africa

Thc C[aO lnslitutcs will hring a nmjor mission of U.S. iu Eunpciut cur;nrate leaden to Sout]r Africa for
iur in-rlcp$ irssrssnrcnt ol thc invcslJncnt cnvinrnmcnt oncc unctions arc lifted. Tinred to rccur shonly

bclon South Aliicu's liNt nonmcill clr.'ltions. drc Rouldtahle will als{) cxumine prospecb tbr coopration
imd l,irdc in lhe grculcr Southcm Aliicl region. SJx:nvni: African Busincss Round Table. AIG Trading

CorJxmtion. FISKOM. Soulh Alrican Airways. St.u rd BinVstnndard Mcrchant Bank, and Telkom S.A.

The CEO lnstilutes Technolos/ Retreats
October 27.J0 & Decemlxr 14, 1993

Hyatt Dorado Beach, Puerto Rico & The Ritz Carlton Naples, Florida

In responsc to the prpular dcmand lbr thc Unit tr'chndogy retreat held earlier in the year, these pro-

grums will focus on intbrnration tcchnology strategies exclusively from the CEO perspective.
Designed to giyc chicf cxecutives a hands-on sense of changing technologies, each delegate will
receive a complete CEO tcchnokrgy package including a laptop computer. color monitor. po(able
printcr and custonrized softwart. SJxrnsor: Computcr Assuiates Intemational.
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aniclc rpPcxring (lrrrinE lhc Nl)(, in llong
K,rngs li,ttji I)dtlxt ), x nc\rsl):rp(r-\\'(ll-
.onnccl((l l() lllc I'll(: lcltcLr;hip. tc-
|celed thlrt llr( ()rrgrrss rnd ils:'tur)(lirrX
(1)rrD)illrc rl)ttlcl ltrkrpt lJ nr:rjor r'crr-

nonrla lll\\'s lhrs tcar'.'lhtst inclttrlc lt

c()rttnlrr('iall ('r)(l('. atn insLtrtrr(c l:t$, x

l:r* rrn ncgotilrblc irtstrrrrttr'lrts. untl rt

((nnplro! lu\\. \{) (letilils trl tltesc laNs
havc l>ccn rtrcirle(I. l)ut rllrn\' [(l){)r1((llv
:rrt in .rrr utlr'.rrr., 'l \1.r8(' ,,1 (lr.rllrIl)i

'llre1 uPPc:rI t() slrenglll!n the lcgrtl ttn-
(l(,,I)iorlinls [irr (]ltinu s cnrcrllin14 otirrk(t
t(1)rl()t))\"

The door opens wider

.\t),,t1)r,r l,r(\.rl( r)r llt( ttt( ,,1 ll)ir \(.rrs
Nl'(. \\ils Il)( inrp()r1Jn(( ()l thc ()pcn p()l-

i(\ t() (.1)inlr \ d(v(l()l)rrr( nl. l.i l'cng
n()t((l thll (lllinil lur(l iusl opl'ne(l ; Itt()rc

.()rsr:rl .ili(\, llt Prorirrriul (irl)ilirls, lJ
l)()r(l(r (ilics. lrntl .l t lrons l() tll( {)tllsi(le

\ orlcl. gi|iDg lirrt'igncrs ncrl in\'rslrllerrl
()l)ti()ns in the inllnc! rcgions lntl cn-
ill)linit (lhinrsc clrtitics lo kxrk IrI r4lpor-
tlrnilies Nirl) ,ruighl){)ri,rg sletcs. l,i ils(r
trllt:cl lirr tlre inlrnd [)r()\'inccs to l\rild
tllcir {)un (c()n()n)ies lr! lelrrning frottr
Ilx ( \l), flcn(us (,1'll)r' \pL('r.rl li1,n,,t)lr(
Zrnes und singled ()trl tlrc deveLrpnrtltt
,,1 \lr.rnglrrrrs I)u(i,,nF \('\\ Aru.t. .rn irr

i(,.1\rnHl\' PoPrrlur l,'r:rI l,rr li rrcign in
\'(st(n\-t() rcreirc highcr l)rir)rilr fri)m

The Big Six
(:hinx s Sl:rle (iruncil thc c(,fu udnrin'

istrilti\c lx)(l\ in (lhinl. is chargcd $ith
()\'(rsccing El)\'crnrrl('nlrl a(|ntft)l ()l' lh(
e(1)ll()rtl\'. (ivil rfl!irs. c(ltr(;tti()n. tod
{)lhcr xrels. 5(}renlrticxll\'. lh( SIllc
C()uncil .()nsists r)f th( prcnli(r. \'icc prc-
oricrs (()rDlnr:.sr(xl .lt.trnttcn. .tn,.l rnittir-
rrrsi thcir Posili()ns rre r()ugltll'unalo
gou\ lr, llr()\c ('l llr( l'I(:'iJ('rll. ! I( ('

prcsiclcnl.:lnd cllrinct sccrctarics in lhr
Irnitcd Stulcs.

Th('$()rk ()l lhr Stitlc (l()utl(il is sulEr-
visccl hv tlrc lcudership rrf tlrc (lhincst'
(innlr]unist PJn]' xn(l ils I)()litl)u(), sc\'-

cral of s.ht*c nrenrlrrs llso hokl hi8h-

ranking positions $ithin thc Slltc (:(\ln-
(il. In grrrerxl, th( l)ln)' lc{dcrshil) sels

lh( dilccti()n (r' rtknul polir.l'lncl (rn-
tr()ls srnir)r l)crs()nncl xpp()intnl(nts.
$'lrilr the st tc Coun(il lirrnrrtL(cr itnd
inrplcrttents a()narcl(r p()liaics iln(l llxn-
tllcs govcrnnrcnt acLninistrxti)n.

lk nt rtttr tlrr' I)rcrDi(1' :rrnl \ h (' Ilr( lt)ic,\
()l tlte Stxtc (:{)un(il irre six r.rrntrrtissittns

$'ltir h rlircr't irnd a(x)r(liniltc rl( \ ('l()p-

nrenls rnrl lirlrttul:rtc polio itt thc <l'ct
lrrpPing urc:rs ()l r'(lLr(xli()r)i sr'it'trr'e lnr.l

lcehnoLrgr': (lllens( i xn(l r'trrltorttit Il:tn
n iIll,l. r)t.lnil!( lll( rlt. ,irrrl r(l,rrr.'l\\rr
()tll(r cor[,ni\sir)ns h:rntllc l:rrnill 1rl:rn-

ning und n:rti,rltlitr ulluits (t'r'lations lrc'

r\(1.n Ill( ll.rn rrr:rloritr .rrr,l t ltirr.r'. trI
n(nitr p(,pulxlxr)s) Il)(j (l(ntrirl \l'lit:l11
(i'nlrnl\\irnr. tl,.'.1lit,. ils nlrrrre- t.rlL trnrltr
lll(,(lirt(lI(r) ()t tlrt Prtsici.trl (,1 llr( l'l((:
:rnr.l tlre \.rtionrrl l'toplr. s (.ongrt.s.
r:ltlrcr Ilr.rn llr!' 5l:lt( (r,trrr( il (\r'r' I) 1()l

l tltr l).rsl. ((nr)t]tl\si()n\ rr r.'r'r' t.tskul
\ ill) (r xrrlin.rlinlt .r( Ii\ ili(\ lh:rl ( r(,5\(11

nrini.rtriJl linr'.. llLrt rt. tltt \l.rl( lr.rtl l)(
g.in ro \lllinl \\ ill) llrL' ](l\r'r)t r)l Ilr( r('

l'orrn cr:r tlrt (hslin(1 r()lt'r' rlnd rl.lirilic\
ol rrr:rnr of tlrc r'ortrntissionr lrltrrrctl.
\ont.tlrt.[.ss. tlrr ((nrlrl)i.\i(n]s tln(l(t th('

:lirl( (i)urr.il \lrll rirnk higlt( r :r(Lninisll.:l'

ti\(l\ lllxn cilhrr lrlinislrics ()r pr(,\in(r's.
(ilrr( nll\. lhc \i\ rrlli)r ((nrlnli\sir)n\ tn(l
rh( ir rc\pi ,nsil)iliti( \ rr( :

I State Commisslon for Re:itructur-
lng the f,conomy li)un(l('(l in l9ltl. this
grrrrP is trrskccl \\itli li)rnrulxling l(nr8-

l(.r'r)l c(1rn()nri( pl:rns lrntl slll(l\in!i Ih(
i I(.i;l(li(nl lrt$cr'rr ccottorni,.. lcr'ltnieul.
,lll,l l,rr('lllrr (l( !( l(,l1rr1( ril\ .rrrrl t.lrrn.r *

lrolitir.al. sorirtl. ln(l (r'orl(,r)tia rcli)rnl\.
'l lr! (()rrrrrrissil,rl s (ulr(nt lt(ir(l i\ Li
'l.i( ring
I saatc F{onomic and Trade Coorrnis.
sion S(t up ifl l()t)l:rs lltc lionornir rtnd
'l rlrlt. ( )llir c l li l( ) t, l lris l.{( )ul) \\'rrs ru(lc
:r lirll corrrrrtissirrn Jl lh( r(\'enl Nl)(. s('i.-

si()lr. gi\ inl.i il l lrigl)(r ancl nr,rrr'lrtr-
trlirn( nl-slItrrs. \\'lrilc tlrc li'l() \\irs (li-
rtrtrrl lrr llrtr lt nlii Illf,(,nrtttl\\ii,,l i\
rrrru lrr,rrtltrl lrr Vltng Zlrrrngrrr. lirrrrtr'r
gort,r'rror ol.lrlin l'rorintt l'ttsrrrttrrbl\.
Zlrtr sill ,.ontirrLtc lrr rrrrrk rIrstlr *itlt
r ltr. ( (,nlltr\\i, 

'n. llror rglr lrr. r lr.trt ' .r. r ir r'

Plcrritr rrill k,.r'P lrirtt otLrPrr',1 rritlt rr

r.rrll(,,1 ,,trr( r't.r.l..rs st'll \l llrrrlhrnt
tlrL.r'rrlc ol llrc rr(\\ (orrtr)ri\\i(r) i\ s(nlr(.
rrlr.rl urrrkrrr'. llr()uilh il i\ (\l)((l((l lr)

Pl.rr :r P,rrt in Slrtr'(rrl(rln'i\( r!lir ri

I statc Planning (l(tmmissi()n I (l('l
(:lrrr,r \ ((nlr'.rll\ grti(l(11 a!()n()ttrl( \\\
rr'r Ilr( \l,rl(' l'l.rrtrrrrrt t , I r r r r r r r \ \ i , , I r

t\l'(.r \.r\ rr'.lxrn.ilr[ l()r' l(,rrr)trl.lllr]{
(.((,r'l. lr( l,l.tn\ lr.rrrl ,lr rrtlrtrt lr,,rrr tlr.
rrrrrtr.lrrts.trtrl l,x.rlrrrt. \. lll(' \l'(l ltir(li
rr,,rr.rllr lr.r. l<rrt lrr..,Lrll,r rrrtr'ltr''r't ,,1

tlr(' l'(,litl)rl., IIr( \(l((li,,rt,,1 il\ r(\\
lr,.r,l. t Irtrt lrrrlttt,t :t rrorr l',,lrtlrtrr'r,

Dr(orl^-r-rn:l! rcllc(t lr ucakcning ol tltt
(\)nrnissi()n rtnrl its rolc. \crcnhelc:'s.
tlre clnrnri\\i()n rclxins rcsF)nsil)ililv lin
((nnpiling b.rsic pluns [or llrc ct'rrnrxnv
Irncl lppro|ing nuj()r pr()ie(ts. (-urenlh.
lll( \l'(. JPI)('irr\ l() (lirr(t tl)( \c.tigc\ (tl

th(' plxnn(cl ((1nt{xlr\'.

I staae Education Commission
(.1):rrgc(l \\ itll rrrntnrlling ilnd xdnrinistcr-
ing c(lucutiinrrll p()licv r) Chin:r, (his ('(rl)-

rnission is u irlclr' rcglrclrtl .tr :t conscn l-
Irvc,'rt:lr)i/.rli,ll] \\'ll r lr ll\ llr.lirl
r,'.lvrnsrlrilitr i\ t,),,\(r\(c (.hrn.r'r rtt.rt,tr
Lrni\(rsilirs. thr ((nnnlisi'i()n llls() scts l)il-
si('((lLrcrtir)n policics lirr prirnlrv ao(l
sc(( nl(lan sclnx)ls.

I state science and Technology C-om-

misslon Tlri\ ( ornnli\\ion gr-rirlt .r Chin.r r
nllion:ll s(i(ntilic ancl tccltnological dc-
\ul()prncnl l)hns. en(()rrr:rges thc lrse ol
s(itntifi( !ln(l 1((hnologicil ac'hicrcntcnts
in inrltrstn' :rnd olhcr ticlds. and supcr

\rsr\ tll(' x(li\iti(: rrl ticnti6r. Irrrlrts rn

(:lrn.r. llrl, r,rrrnrisrirrn rrls ir rr.rPortsi-

hlc lrrr rxcrsccing (lhinxs internrli()nxl
c(x)pcrJtil)n und (\(hrnSes in scicncc
in(l lL\lrn()l()l.1t'

I state comrnisslon on science. Tcch-
nology, and Industry for National De-

fen$ IIrir rrrll(r shr(l()\\\'hxir rlircct.
(lllin.r'\ nrilit]r1 inclrrstriel rrrrnplcx :tnr.l

I)l.ln. tlt(. lt,\l(.ltil.rtrorr ol rh li.ttrr rn.

<lrrstlits lt sul)(n i\c\ lr llrrgt nunrlx'r ol'

l:r( t()ri( s :rn(l lrigltl\ lrline(l lrctsonntl
.11'.1 nPorrc,llr lr.r. rr..P,rnrrl'ilrtr l,rr in

Ir.rnJti()nill (1 x )l)L,rxli( r,1 in o)ilitJtl tr,('ll
nologr lrntl prrrtlLrction. us ltll lts tr'rtclr

in Irrilrurn ulrrip rr'Dt.

I\t! il lluchitu
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the ccntral government. l'his supporr
mighl lcad to a marginal incrcrsc in gov-
emment sp(ndin8 f()r lhc arel. II R.mains
to be seen, however. if Pudong *'ill have
any expanded ahility to offcr inccntivcs
to forcign invcstoni.

Perhaps nxrre imp()rt!rnr tirr f()rcign
traders, Li argrred that stmtcgies should
be wr>rked out to cxplore internrtional
markets agg'res5ivcly." Li ancl other lead-
crs stated lhal China nccds to export
more high-technology p(xlucls, panicu-
larly higher value-addcd machincry and
elsctronic equipmcnt. As pan of this ef--

fon. companies and rcs(tr(ll in:,tilutcs in

China will hc' given grcater autonomy to
inrport rnd cxport [E(x)ds and compo-
nents. On thc import side, scver:rl dele-
gates to the NPC proposed that Cllina
formulate an anti-dumping law, so thal
foreign firms could not unfairly harm do.
mestic industries. Thcrc has lren no re-

lxrned folkrw-up to this proJxnal.
F()rei8n invcslmcnt. llwals a priority,

is t<> be enhanccd hy an improved legal
framc',1'ork li)r li)reign-invcstcd cnter-
prises. N"o dctlils werc, givcn ()n $'hat
laws w'ould be promulgatcd in this re-
gard, thotrgh. F()rcr8n rnvcslmcnt, as in
thc past. is to lx guidcd hy Stalc indus,
lrial 1x)liq, a silualion which implies thxt
foreign investmcnt will bc directed to-
lr'ard thc high-prioriry ilreas outlincd by
thc NPC.

Allcr l r(t ord ycar for lxrth k:rcrgn
Lrudc:rnd inv(slmunt, il is n(,t surprising
that Li and others wcrc slrom on specifics
as to how evcn bcttcr results would l)c
obtainecl Ilrough a morc open policy.
Thc Con8rcss crlled for China. thc
world s twcltih lxrgest inlporting nation.
ro incrclse its li)reign trade frorn $165
billion lasr ycrr ro $ltl5 billtrn in 1993.

Expons are to grow by 11.7 [^-rc!,nt tnd
imgrns l>y I1.6 percent. lclving an ()vcr,

rll Chincse tradc surplus of around $5
billion this year. I)uring thc, coursc of thc
current five-yexr plan. the NPC antici-
pated thdt Chin! would impon $-150 bil-
lion *orth ol pr<ducts ind teclrn()logy,
an increasc' ()[ llx)ut $50 billion over thc
inirial tlrh FYP targcr.

futting fte hoor on fbng Kong

The last major point discussed at the
NPC was ths itnponrnce of H()nll Konll
t() China s ()pcn policy. In f:rct, no issuc
rcceived more attcotk)n at thc NPC than

China-Hong Kong relations. Hong Kong
(;ovemor Christophcr Patten s p()posills
l() cnhrnce votcr rcprL,s(.nlati()n u'e(' sin-
gled out for continuous dcnunciation,
and various f<rrms o[ Chinesc rctJliJti()n
were threatened should Patten s plan lx'
implemented. The rhetorical fircurrrks
had a negative effect on thc rlong Kong
economy and funhcr strained rchtions
between the two governments. Scvcral
Chine'ie leaders suSl.lcstc(l th,rt srno-
British economic ties would also suffcr
unless l,an(.n withdreu his proposals.

Ily the end of the NPC, Beijing had
placed immense pressure on Patten and,
indirectly, on the llritish governnrenr.
The subsequent agreernent bctwccn
Hong Kong and Beiiing to hold ollicial
talks atxrut the issue calmed thc waters
somewhat. but to date there havc becn
no specific developm(nts in thc ()nE()ing

dis('lrssions.

Cernenting fhe chonges

Thc N.larch NPC nurkcd the culnrinr-
tion of thc economic ref()rm policics re-
r,ivcd by Deng Xiaoping s trip to Sourh

China in early 1992. and affrmred l)y the
Cofiulunist Party Congress last fall. While
li'w nev' initiatir.es appearcd rt thc NPC.

thc delegates gavc tlrcir clear stunrp <>f

epprov:rl to lhc (ontinuxlion of cionomit'
rr'fornrs and the move towrrd ! ntarket
syslerrl. No ne\l mxcr(Econ()mic c(x)rdi-
nalion or control mechanisnrs were intr(!
duced to guide thc ffarkcr efltctivcly,
howevcr, an onrissiofl whir:lr shoulcl
make it difficult for Beiiing to clamp
rlown on r:verhclting lnd ,orrrrPtion.
!'yhile dle open policy remlins a tunda-
mental-and perhaps the clriving-li)rcc
behind the t.ansitbn to a fully nurkctized
economy. Beijing mal have trouhlc gui(l-
ing invcstment into b()rtlencckcd sect()ni.

On a political levcl. thc NPC alificd a

distril)ution of Jnucr that will lcJvc.liJng
Zcmin, institutionally lt least. thc rDost

pxrwerful lcader lfter Dcng Xiroping lnd
thc other aged leaders die. Hot'cvcr. lll
of the potential posr-Deng leaders surcly
rcalize that their fx)sili()ns. :luth()ril,v, tnd
legitinlac)'arc tenuous, end this unccr'
tainty should inhibit thc cmcrgcncc of an
outright po*er \lrrrgHl(. :rftcr l)(,ng \
cleath. Since pnrviding material ltncfits
to suppoflers in the Chinesq fx)liljcal sys"

tem will help consolidate thc powcr (r'
Dcng's successor. iI is in the intcrcst ()f rll

the contenders to preserve and encour-
agc ec()noflric refrrrms cven after the pa-

triarch s death.

llS and ()ther foreign companies should
vicu the dcvelopments that cmerged from
thc NPC scssion positively. The Chinese

lcadcrship proiccted ln im:r8e of continu-
it,v in economic policy. while the new
leadership team within the State Council
appcars morc foreign-orienled than did
prcvious Statc Council membenihips. Ide-
ological concerns rema ined muted
thrcughout rhe NPC n]eeting, with the ex-
ccption of a vigorous assertion of Chinese
nrtionalism on the Hong Kong issue.

,ds f'ar as possible, the Chinese leader-

ship tricd to ensure that the next five
ycani--rhe lenSrh of rhe urh NPc-will be
rnarkcd hy significant economic expan-
sion and growing intematiorEl trade and
invcstment. \flhilc [ive ycani is a long rime
in modern Chincse political and eco-
nomic history, thc signals €merging frcm
the NPC sugl{cst that US finns can play a

milior rolc in Chin.'s nrxlemization. t,

China Business Service
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CHINA BUSINESS

Wmly Zou

'Ite following entries are a compilation of recent press rePons of busincss contiicls and neSotiations. The accuracy of these repons has

not teen indcpendently confirmed by Tbe CBR Contrac6 denominated in foreign currencies arc convcned into US dollars at the mcsl

recent monthly ratc quoted in rhe Intemational Monetary Fund's ,lrrerflalional l'intncial galislics.

Fims whose sales and other business armogemenls with China do not normally appear in pres\ rePots may have them published in

lbe cBR by sending lhe informatt)n to the attention of the editor.

Advertising ond Public Relotions Chemicols, Pehochemicols, ond Relobd

Equipment
O]HER

GfE Telophone Kiosk Mveairing Co., o rubsUhry o{ GTE

Urectorier lHlo td., GIE Co. lUSl, qnd lale Pocift lnte'Irolixtol
Cornmunicolbnr Corp. (C"qnqdol

!i'ill nlirrkct :rncl scll tclcplronc ki()sk advtnising in lleiiinS.
I irnjin. olr(ngdu. \ixrrrro. Jn(l l.l olher (lhincr'c cilics un(ltr :l

10 Ycxr (rnllrxd l t)J

Bonking ond tinonce
Rhone-Poulec 9oup (tronce)/Aingdoo Sodium Silkote
Fqcrory

$lill ot:rlrlish r i()inl rcntuR in Qingdao to pnxluce 20.(xl) lp\
( )l pre( ipit:rt.(l \ili( ir r 9J.

INVESTMENTS IN CHINA
ABN AIttRO Bonk {Nethcdondd

\\'illrrl)(n rr lrrrrnclt il] Shrrngltrti t.'9J.
OTHER

Asohi Chemicql lndustry Co. Uopon)/Ministry of Chemicol
lndustry

Signr(l xn rgrc('[l(nl on krng-tcnn lccl)nicxl c(x)pemti()n irn(l
cx(tlnltc. J/9J.

OTHER

Hombros Aurtolio lJd. (Austroliol/C[IE Aurtrolio PIY Ud.
Ii)nr)c(l Olt (llrinl s((\r'itics Lld. in sydncy lncl Mellxrurne ttr
lat xs :l l)r()kcr fi)r (lhinx s st(x k cxchilngcs. 5/93.

Beqr, Stsoms ond Co. (USl
()prnc(l x r(l)('s( nlili\( ()lfic(' in shrnghxi. 'll9J.

DBS Eonk {Singopore)
()ptnr(l r r(prcscnl:rlir( r,fficc in lleiiinS. l i)3.

lrferrill Lynch (US)

I )l ^-nr.(l rn ()lll( c rrr sll:lnBhxi l() lrrdc in stctlritirs. -1 9J.

I|.IVESTMENTS lN CHINA
Eoslnpn Kodol Co. (US|fl-roniin Sensitiw Moterbls Co.

\l'ill li)nn rht: Iilnji,r X(xhk Scnsitivc l\ltrcrials C(). Lld. k) pn)-
dut'c Jxrlycstt'r filnr hest anci hlack'lnd-'s'lrilc X r.r1'film coat-
ing. Slro mill()n. I t)-a.

Consumer Goods

ahh.dionor oed *,oudB, h, 80( Bd* of Chi@, C-AAC cinl a;orio6 adn,n,ll'ots
ol Ch,no. CAIEC. Chim Notdol AuidEiE lnpo.l Erpod CdP. CAIrc: Chirc Nondd
ado.I.d.doay InDort Erporl Cdp., CmC ch'm lni.rnoliml Irutr ond lhcln- cdP..
ClrS G,rc hamt@l IEEI Sar,,o, ct loo( ch,m Non@l oftlB6 oJ Colp j ErDz

tcom,t o"d Txh"ologicol Oc{lop66r Zon.. ICBC. lndur'iol ond Cofficiol Eonl of
Ch'no. Mn M'hdry ot iorh oiJ T.lftoilfu.i@riot. NA l'lor A@iloblc; r'lORlN(O: Chft
ilo.th lndurtid Corp . P&I Po, o.d TC@mu.'6tdr, PSOC P@PL r Bon! o{ Ch'no, StZ
so.c,ol t<onom( Zon.; STNOCHEM Ch,no Nor'onol Cfi.hkoL Imporr'ExPo,! CorP..
SjNOPEC: Ch& NoidEl Pdro<fi@rcol Cdp., STNOTXANS Ch,m Nonml r@ign Trcd.
T,on'poriorion Corp, sPC Siot Plonniis C@mnlionj UNDP. Unitld Nohor DftloPi6r
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SATES AND INVESTMENT THROUGH Moy 15, 1993
Foreign porly/Chinere po.ty Arongemlnl, voluc, ond dote roported

INVESTMENTS IN CHINA
Unilever lUS)/Shonghoi Doily Chemicol Foctory, Shonghoi
Del€rgeots tociory

lirnrt<l u luLrn<14'(ltl(r,:cnl ,()inl \('nltrr(' (t'S:]0n,, I')lt(l:J(l'!).

f,U (HlQ/JilorU lownship Economk Asscirtd Co.
lGrrcngdong), 

-Oirnnon Prc&cturc leother & Slpes Co.

{Guizhou)
\\ ill k,rnr rh(. IIuirhou (:hxngvun l.cx(lxJ & 5h()t Gr(,uP (:{ r. (( )

Pr'<:rltrrt sltrx' lll)rrilli(xr r 9J.

Chim Strobgk lmerlrrent Co. (H(/Dolion l.ight lndustry Co.
\\ill li,nrr (lr( lhli:rn (:sl In([rslrirl (i) l.ld. i(,int \cnturt tr)

prrxlurt :r rrrrlr r:rngt (,1 (()n\trrcr g{x}ds Stt9.; million.
(llK:5li.l)R(l:.t()' ) J 9J.



Elechonics ond Compubr Softrrore

CHINAS IMPORTS

Bi\4C lndurkies llx. luSl/Chino Electronks lmport Export Co.
V'ill sr'll JPtnurc nrlsk pnxltrcts ilnd rrl:lk'(l l(\'l)n()l()g). Sl()
nlilll(xr 'l i)-i.

Microsolt Corp. (US)/Beiiing Hope Compuler Co.
So[l r orrt|rrtr'r sofiulrc irod instru.li(nl ll)illll[rls .J r)]

INVESTMENTS IN CHINA
NA (USl/Xinyu ForeQn Tpde lndustriol lGroup) Co. Uiongxil

Ii)rnr((l.r i()inl \'(ntur( lr) p()(lo(e Il()pD\'(lisks lirr Ih! lrsrrrirr
krt I 9J

OIHER
9ni6 Corc.E Corp. US) /Primedto<tr, Te<h Ping, i{onfong C.o.

Will lirrnt rrr lllilnce to market personll word-Jrrot'cssors,

[x)nablc clcclr()nic type\1rilcrs, and (i)ronriel 2(I)l ((nnp;rcr
ink'j(t printcn in Chinx. .l/9-1.

NA (USl/0ciiing Sione Group Co.
Vill ol1cr a krln lirr high+ech developucnt. $l7lDilliol1. -3,/91.

Export"lmport Bonk of Jopon (Jopon)/BOC
\Vill otler l ls'ycrr birn ro the Shougxn8 Nll(l l.:l(.(.tr)l1i( C(J..
l.lcl. j()int |cnturc t() h(nst p()ducti()n lnd qrr:rlitv ol intcgrated
ci(uili\ lnd clc('t()nic pftrlucts. S89.1 rnilli()n J 9J.

Environmentol Technology ond Equipment

Food ond Food Processing

CHINA'S IMPORTS

Cubozrror {Csbql/}.lA
U ill t(ll -{)O.O(I)t()nncs o[sugxr..t 9-J

Shi Sei lndudriol Co. Ud. (Joponl
Established the BeiiinS Xao Shui Food Parcssing C,o. Ltd. lo
produce ice cream. S5({,000. 3/93.

Foreign Assisbnce

CHINA'S IMPORTS

World Bonk
will providc a -]5-ycur Il)A crudit t() improve sch(x)l t:rcililics
and tcrching nrcthrxls in (lhina. $100 nillion J/9J.

Mochinery ond Mochine Tools

CHINA'S IMPORTS

litton lndushkl Auiomolion-lomb Technkon Co. (US)/Chino
l{ochine Tool Corp., Jiongxi Bianch o{ Chino Notirnql
Autonrobile lndustriol lmport Expoa Corp.

\\'ill stll :rth.rnrcrl nr.r.hio( l(x)ls li)r pr{)crssrnq c\linrlcr lrcutls
rnd h[xk' SIJ s rnrl|(,n ;()J

fnoho AG lGermony)/Jimn tint lrtochine Tool Wo.l6
lStrondom)

Vill sell a c(rnplrl( l)r()ducti()n linc to rnanuflrcture l<h'lnctcl
t(xrs in Chinr. S l0 olilli( )0. -a '9-1.

INVESTMENTS IN CHINA
Ois Elevqtor Co., o rubsidiory ol Unitd Technologies Corp.
IUS)/Shonghoi lndustry Co., Tioniin otis Elenolor Co.

Will li)rnl rl nrw j()inl v(nlur( in Shxnghri () p()vid( sxlcs, scr'
vice. rnd ((nDp{)nrnt\ ti)r (lc\.ak)rs- .i,9-1.

Rosenrount Co. lUSl/Slnnghoi Aufomolion lnstrumcntr Co.
\t'ill loflr;l t()inl \-enlur( pl:lol in lhe Pudong \c$ Are:t () pn),
tlur'e rlass ll{)\\ n)(,1(r\. []ou enelvzcrr, dispcr:i()n (()ntr()l \\\-
te,n-\. xnd xut(nnilti()n sopp()fl inslrunlenls Sl8 nrillir)n I t)3

l5l Robolics Co. (US)/Jinqn tlo. 2 lrtochine Iool Worlo
(Shondong)

will s(( ul) r ioin( \,rnturr t() nlrnuliclurc ed|anced industriel
roh()ts l() c(nu()l ht.:rvy<lrrty prcssrs uscd in Ihc llut{nit()tiv(.
xnd ()lltcr ioduslri(s. ISI will supply tcchnokgy. kry syst(1ns,
aod sl)a(' pr s --i,/i)J.

OIHER
Ioshibo Corp. fiopon]/Peorl River Re{rigeroting Equiprnont
Focility

Will trensfcr nrrnufrctrlriog cquipo)ent lnd teclrnologl lirr
building ltlvuntttl r()lJr\' (()rDprcss()rs for air c()ndili()nrrs
r 9-1.
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OIHER
Wodd Bonk

Vill pnxide an IDA credit for improving water supplics and
wastewatcr disposal in I-{angzhou, Ningbo, Sha()xing, rnd
Venzlx)u in Zheiiang Province. $110 millkrn. 4/93.

Wodd Eonk
rwill providc a loan for pollution control in Suzhou, ri0uxi,
Cangzhou, and Zhenjiang in Jiangsu P()vince. $250 million.
4/91.

INVESTMENTS IN CHINA
Unilcv€r (US)/Sumsior Co.

Iiln)lcd thc Wrll's (i). l-ld. i()int vcntr)rc to rlukr' icc creunt.
( t lS:u5r,zFPR( l:15^/, ) 5/9.1.

filirrui & Co. Uoponl, Continentol Groin Co. luSl/Conti Won&
trd.

tti(soi lxnrghl x .llI'r) stxkc fi(nD (i)ntincnul (;tuin in :r lO,(XX)
tP1 lrrrilcr chickcn rrrrr:ptnr' (LS:d)'ro,.lxpro:2O',. l,R(;r2{)r,,,)

Conodion Gorqrnnsrr/Minifi of Agricultue
V'ill ckrnetc nr()nc! tr) help China dcvek)p lrtn grrk. Sr I rnil
li()n.5 9J.

Foreign Trode Agr€emenls

Philiprincs/Chino
Signed agreenlents on economic. technical, tflde, lnd t()urism
co()pedli()n. 5.'9--i.

Toiikiston/Chino
Signed a ioint declnration and l0 cd)peration pacts on nrunral
inveslmcnl protc'cti()n xnd c()mmodiry loans. 3/93.



Chino f,lqtionql Metollurgicol lmpod & Exporr Corp., Beiiing
Steel Desion ond Reseorch lnrtitute, Anshon Ferrous A4ctul
Mining De-sign lnstitute/lndiqn Middle Eort Co. (lndio)

\\ill s(1 ul).r \lr(l i()int \(nlrrr('in ln(li.r $tll) tilrintsr. tr',.hnol
o1l! .rnLl ('(ltrilnn(ot. $.-t01) rnilL()n I ()J

Pockoging, Pulp, ond Poper

Peholeum, Noturol Gos, ond Relohd

Equipment

IIWESTMENTS IN CHINA
Hollibudon Co. {US)/CNPC

Established the Hallibunon-CNPc Co. ioint vcnlure in Beiiing
k) provide equipment and sen'ices f()r lhe hydr<rarlxrn explor-
ali()n and p(xluction industry. {./93.

&hntk-Rk|field Co. (USl/CtlOOC
vill explore for natural gas in thc wcstcrn scction of lhe

Jingdingnan basin of$e Sourh Chinx sen. '1./9-1.

Arnoco CoT. (US)/Chino Offshore Oil Nonhoi Eort CorP.
will (levelop the Liuhua oil freld in thc s(xrllt (lhina Set. $1.5

hillion. (Lrs:,iElo-PRC:5lva). 4/93.

Phillips Petroleum Co. IUS)
will explorc tw() siles in Ihe l)carl River cstuxry. $600 nlillion
..).,9..i

OTHER

ExporHmporl Bonk o{ Jopon lropsnl/CtlOOC
will provide k)ens to suppon devekrpment of off-shore oil
fielcls. 52U3 million. .l/91.

Phormoceulicols

INVESTMENTS IN CHINA
HB Co. {Gcrmonyl/Hunon Chinese Medicine Development Co.,
Hunqn lnternolionol Economic Development Co.

l:()nrr('(l ll)e llLrn:ln Wunlr PllilrD:r{ctlti(xl (i) i()illl v('nltlrc I()

rr'st'urr'h. Ph ur'c. end nt:rrkct tutclirints l')li n)ill(m. l'91.

Power Generolion Equipmenl

II.{VESTMEMS IN CHINA
Wng-Merrill lncrnotionol (USlliongru Possr &rrqu

lgill huild the Dengfeng and Mixiin ll)\\'er Plants *ith a ca-
prcir) ()f 1,1001\'l1Ji/ each. $2.1 billi()n. ( tls:70'61'RC:l0o,b). 5r'93.

OTHER

Sonwq Eonk (JoFn)/Huoneqg lntemolixrol Porver
Oodopment Corp.

\I ill pnx iclc l Iruo lirr the irDport of (;crmrn-rttird( lx)iler\ f.)r
r thcrnlrl p,rrvcr pllnt i,r Iie,linF 522 i milli()n. ;,9J

NA, New World Dovabpnsnt Co. lrd. (HlQ/Guongzhou Peorl
Riwr Powcr Co. [td.

will ()l[r r 1i11.y1.1r nrixcd kran lbr the first phrsc <:1 t'onslntc-
ri()n (r'ir powcr pl:rnr. $ l l0 million. l,/9J.

Property Monogemenl ond Developmenl

INVESTMENTS IN CHINA
Hong Kong ll,cky Elcrlricol Co. Ltd. (H(/geiiing Ehdooks
Iechnologv Dctrlopmcnt Co., Beiiing Building otcrhlr Group
Co.

\\'ill lruiltl thc Sl,l rtlillion Ileijing tleclroni(s u'()rld l rr(linB
Ccntcr Sl5 nlilli()rl .t l)J.

l.lcnv Wodd Dorebpment Co. Ltd. (Hlqffroniin
Will clevclrp 2 sq knt ()f llndinlhcPon{)f f irnjins l'rce lixdc
Z(nc. $ 100 nrillion. ,i/9J.

Whqrf Group IHK/NA (Dqlion)
V'ill dcvckrp thc'lirDe l)liza nruhi-function building (()vcrinB

l-.rlknl ln (l('unt,,un Ihhrn. I i)J.

Fuiitu Corp. Uopon)/Shonghoi Jirqho ExporFPrwersing Zom
Oaalognat Corp,

u ill s(l up thc shrnl4lrli .linqiro Fuiitr t nited I)cvcl()pmcnt
C() l-tcl. k) (lcvrl()p .r I sq km industrixl prrk. S&) nlillk)n. :t/91.

C,olden Sheep lntsrn<rlionol RCotionr She+ Enbrprisc
flqiwu)/Boiiing Chooyong Po* Da,clognont CorP.

vill c()nstnrct tl)c Ilcijinrq A()und lhe vorld G()lf Clul). cncont
plssing r .t.1 he golf course' and :rn enteft:liomcnl ccnter. S70

rillion. l/9-1.

CHINA'S IMPORTS

AT&T Trklorn, o rubridiory of AT&I Co. |US}/CAAC
$ ill ins(ull sxtellilc c(ninlunicrtions nenrrrrks krr ilirline rrs(r
vati()ns rnd voicr rppli(iti(n1s. SJ.8 nilli()n. i 91.

Genersl Dqio C.ommunkolirns lndudrier (USl/Gt onsdons P&T
Bsr€qu

Signcd r thrclr-ye:rr agrecnrcnt k) supply nel$1)rk ;ln(l lrilninlis_
sk)n c(luipnlcnl. $ll olilli()n. 5,/93.

Hughes Aircroft Co. IuS)/Chengdu Iongfq Telxommunic<rlions
Co-

Will pr()!i(lc (cl[rlxr lelcplxrnc systerns t() s(n'('20,1)(X) Ix)n](s
lncl r:lficcs in(lhcngtlu. $15 nlillion .i,/93.

,tlotorqlo (USl /l.O lNingbo)
vill nrxrk(r sil\(rlink Jn(l(;l l hrndsl]ts. Sl .l nrilh()n. t ()J
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lv{ebls, Minerols, ond Mining

CHINA'S INVESTMENTS ABROAD

CHINA'S IMPORTS

JP lnlqmqtixrol OY, o subslliory ol Joo}ko Poyry Group
(rinhnd)/CNIIC

will srll cquipnrenr ior making full-blerched r\rxxl pulp lo the
10.fix) tp] Nanning Paper Fac()ry in (;uangxi Province. Sli3.4

millk)n.4./93.

Telecommunicolions

INIVESTMEMS IN CHINA
5(r /Brooks T.lccommunkotims (US)/C'ohxy Ne,rrr

Technology Co. lcuongzho.rl
$'illsct up i nctuork rrfttring telcphone. televisi()n. ccllular rir-

dio, and chtr s(jn'i(cs in Guanlqzhou. $l l)illi(nr.5/93.



Comsot Corp. (US), Sotellib Communicqtions fuio [td.
{HK)/Huiiong Eledronics Cenbr

\\ ill tIrrirPrr, trtrrrr]r..rtr(ri\ s\\lrnt\ ilt (llInr r ()l

AI&T Co. (US), S. nbgg (H(/Chino Notionol P&T lndushiql
coF.

\\ill Irrrrr.r t(,rrt r(.lttLl( to rr.rrkct .rntl .upph p..r.,,ntl .,,rtr
rr)rrni(.rti(,n\ l),'( \[r( 1.. lt( lLt(|!rg ( i )r(i]cs\ plrortrs. r trltoPlrones.
tligrt.rl .rn's. r'rrg rrr,ri llrn( \. .rrxl Lr\rr.(lllt(\ 1 q.i

MTC Ehdronics Co. Ltd. (Conodo), New Yeor lnvestrnents [td.
(HK)/Chino S<rcllite

\\rll lorrrr .r i(,rnl \(n ||( r,r rltrcl,,P r.iigir.rl. ccllLrlrrr..rntl P.rr.l
rng(orrrrrrnr(irtr('n\ t(..rn.t(Ll i1",,. IIF,ti Ill{(l:t() ). r ()1.

S<ientific-Atlonto ln<. (US)/Shonghoi Opticol Fiber Communico-
tions Corp., Shonghoi Rodio ond Telwision Development Corp.,
Shonghoi P&T lndurtiol Corp., Shonghoi Jin Ling Co.

Ii)|r]r(rl ir ioinl !( turc itr Sl).tll1lll.li t() nlirnulil(tutc xn(i nl||lcl
r]lr[' lYrL.t11lrrrturrtr.ll ilnlt(.nl. l').]

Siemens AG (Germony)/Shonghoi P&T Bureou, Shonghoi
Chongiiong Telecommunicolions Corp., Firrt lnstituC ol the MPI

\\rll t'st.rl,li'lr tlr. Slrrrrrrlr.u S(lr)(n\,\l)l)il(. IL.lL.(rxr]rllLrnr(.],
l1r)rr. l.l(l t,,rtt \(ntLr[. l() lr'(,(lu(1.(ligitxl nx)l)il(.phonc srs
l(tlr\. \lOi lrllx)n r(;(nr].ln\ ln), I)ll(l rll,,,) I (){

Horris Corp. (US)/Shenzhen Tehrommunicotions Equipment Co.
\\rll (.st.rl)li\lrtltr\lr(.n,,lrt,I)ll.rrn''li.lctorlr(l() lr) rn.lr'tuIir(lrI(
Ilr .rnil rrrrrILrrrr.i.r1).(rt\ (lrtlrl.rl nr(r^\.r\L f.t(lilr. r() l)c rnrr,

!r.rl((l \illr()llx'r l( l(r, nlllr)rinr( Jl r(,I]\ Urrrl\ i,)l

AI&I Co. (US)/Chino Mtionol P&T lndusFiol Group
\\ rll l0rrrr,r t,,rnr \ ( nlur( r(, l.Il(,1 lr,l(.1)ll, rl( (1lu jl)rrlrnr J ()t

Globol Cellulor Technology Corp. (US)/tuoyong Telephone
Equipment tociory, Chino P&T Design lnrtitvte

\\rlls(.r rrP.r t(,r,rl \(,rrrr1. ll,Pr.tfirrL rL.llrrl.rr'|)h,rrr(\ I{,tll in.
\ r'\rIrr( nl \i r() Ilrllr, ,Il r I \ i; l,R( r; . ) t I)l

OTHER

MCI lntemolionol
()pcrrcrl 1 rt.Pr(stntutirt.olljrr. in Il(iiinS ; ()l

NA (Eight Asiqn ond Europeon counhies)/NA
\\ jll (()nslnr(r.r lJ.lx)(, nril( ,)lnkirl (ill)l( lrt\\()rk lt1)tI Sltiltrg
lr.ri to Ii(rlirt tr) l)r^r([.(lirr(1 t(l(1(nlrl]unr(ilri{rn st,rvirr,s lt-
t\c('rr lillr,)lj(.Iitr'tlortrrrrr,nrrtrrltlr ()J lrrrlcl)(D(i(rrl Strll(s.
(:llin.r illr(l S()urll(,irsl ,\.lit I ()1.

CHINA'S IMPORTS

Pondrol Jockson Technologies lnc. (US)/Minhtry d Roihroys
Solti tuo rrltr'.rsorrr< insPrrtrort rtlrriltr \t rrtillr(nt i 9-l

Boeing Commerciol Airplqne Group (US|/CAAC
\\ rll tll llr ln,(.irrll -1- loo l( tlin(.r, .rntl rxrr' -i- lrl(r i(rlin(,r
\rilri),)lillt(rl I,)l

Chrysler Corp., GM, Ford Motor Corp. (US)/CNArc
\i,i(l l.lx)()( lrlr 'l< r |]lnrr,r ,. l.tn() l)]\ t(,utll \u (i.tn!(.\. i.:lrxr
I'{)r(1 r.rr\. l.lrrro (i\l ( lr(.\,,1(r (1,},\ir.r \(al.rrr\ .rn(l I rrrrrr(llk.\
(,1(l LrL |lr.t -\1,\ r|rrl\. l\ \l(rrrr))rl]r()rr I ,)i

NA (Crermonyl/NA (Chinol
Srgrr(d rrr (,\lnnt J!r(,(rll(.nt intlLrrlrng:trlcs ()l ll (lrnnln
nr:rdr \rr lrLrs.s \ I I lnllx,n I ()a

Airbus lndustries lEurcpe)/Chinq Northem, Chino Nodhwest
Aidines

\,,1(l ll \ 1r)l)t(tl r(f\ \llnlh,,rr l()j

INVESTMEMS IN CHINA
nBS lniernorionol Pty Ltd. (Singqpore)/Beiiing 8us
lrtonuhcturing Co.

\\ill \(l ul)llt( lrn!(i.r .^lrto nnr\r lliroLrlr(turin{ (:()
trtrt'to rrr.rkt hrrLrr'r lrLr.r's \l() nlillx)n. 5 ()l

Suzuki }lotor Corp., Nisrho hroi Corp. (Jopon)/NORINCO
\\ill \(l ul) llrc (llr.rnqirrr \Uruli ,\Lrtr)nt()l)i[ (i) ]oiDt rcnrUt(
t,) r l r i r r l t r I . r ( I I r r ( l),r\\rtlg(r (.[\ \( )l) rrri]li( )n (\UrUkt:J;,,,,. \i\
'lr() l\\.ri li' l'll(. irr',,r r 9t

Suzuki Molor Corp. (Jopon)/NORINCO
Nill st,l ul) Ill(,Nirrl.liiJol.l su/uki lrll{rf(\tlr (i). i()inr \cnrrrr(
l() rrlrtrtrllr( lLrr(, rtto(or tr'Is in 5i( lrUlr] I)nrr tnc(. S llO ntilli(nl

Ford i4otor Co. (U5)
\\ ill lrir\! (lrirl(r rt.l)r(:( nt.tti(nt I(, \(ll rts Iirrr:ign-nudc vchiclc-*
in It(rjing. \lIrnlh.r. ShL.lr\ .r,]t. ;l n(l I):rlirn r ()j.

Singopore Airport Terminol Services Ltd. (Singoporc)/Beiiing
Cogitol lntemotionol Airporf

\\ill r'.t.rlrlhlrtlrtlltrtrn!\rrln)rrIn-llr!hltrlrh(,Dl.l(1.(l(,toinl
\!'rrlLr('li, lrr()\rLl( (.rl('IlnS 'r.r'rrit'.rnrl in llrcltr rlLrtr Ilcc
!tn)(l' \ri r rrrr lr()rr { (/J

OTHER

ADB
\\ill p(^id( .r lrtn lor u r.ril st'stt,rn linking tlelti, Arrlttri
|'jft ,\in('( \\nh_liuii:rng..lirnlxi l,n^in(c Sllo ntillion. I 9J

Hyun&i Molror Co. (S. Koreo)
()pco((l its fial (ihrn(s!.s(n'i((,c(, t(,r in lj(iiing. r 9J.

Kuwoit
V'ill prrrrrrlc x lt) \(,xr []irn ill J.5 pcr(rnt inlcrcst iol the crrn
stnr(li(nr ()l l\\() lirlnrls in.lilng\i I)()!incc. llll tnjlli()n. l/9.1.

World Eonk/Ministry of Roihvoys
\\rll Proritlt ir .lr) \cirr lr)illr l(,r (h)Lrl)l(,lrir(king thc llcijing-
Zh(rr!/11()rr rrril lirrr. .rnrl ( l(1tril\ItJ.l rl)(. (:ll(ngdU-Kunnring
lirr \ rll) rrrillr()n r ()a

Miscelloneous

INVESTMENTS IN CHINA
Eerloyo Group (Moloyriol/NA (Guongzhou)

\\ rll r.t Lrlr.r l,,ttL.rr t,,lx. rrr lr\ ll(.n.r\.1 l.()u(^ \lJrrirg(ntrnl
( llL r \ l(, rrrlli rr l ()l

Reprints of the chort on poges 36-37
ore ovoiloble for US$ l0 plus postoge & hondling

To order, contoct Jon Howord Tel: 301/656-3l45or
Fox: 301 / 656.7854

discounh ovoiloble for orders o{ I O or more
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These companies
put their reputation

on our lines.
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Hongkong Telecom
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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 as a hub for
their private networks.

Hongkong Telecom is a world leader in
advanced voice and data communication. We've
invested ir'r the latest fibre optic, satellire and

undersea cable technology, puttint us in the
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 privare
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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