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Doing business in Chinf

isn't simply a matter of connecting the dots
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In Chin8, thor6's a subtle scioncs to making things run smoothly. The intricacies of protocol can

vary from placs to plac€, and knowing thsm can mako all the differsnce. At HongkongBank,

we don't just havs branches in all tha strategically important parts of the country, wo have

deep, local undorstanding. So if you want to know tho best wsy to do things in China, ws csn

holp you g6t right to the point.
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Trends rttu:t

\i)lcrs in tllc llong K(nlg S1l.ri:rl .\d
nlinistIirli\c R(!ti()n (S,\l{) nlil(lc lli:'t()n
l)\ lxrl icilxtirll.t in ll)c clccti(}n ()l tllc
l-cgislrttirc (.orrn(il (l-(H())) ()n \ll\ .lr.
Tlrt ,.lrtriol nrlrrkttl tlrr.' lirr.l lirlc thxl
;rnr I)a ()l th,., l'tr,plrs Ituptrblir ol
tlltrn.r lr.r. lrrltl rtrrrltrP.rrtr t'lt r tr,rn. l,,r
tltc rrppc.r lurels ()l t()\ernrncnl I rca()rd
5J prrr'r:nt o[ tlre clcttor-lttr lrr:rrctl tor-
rcntial tlrurrr.lcrstorrns rrnd lLxrrling to t:ut
l)rll{)ls. r(turning l() tll( lcgi5[rtur( lS
prr tlcnrr[Iircr :l(hrxJlcs cl(alc(l in l()9i
ruo<l ortslrcl lust vcur llrr:n (.llirrx instxll(cl
tlte Pror isil)nrtl lcgi\lirturc. 'lhe l-cg(]r
cl(.li()n \\':r:, n()tl)inl jl n(,1 uni(lu(.. l'lr(
cltt'toftrlc \\'Js gi\(,1) inrltrtt.nrr,ttts t0
rrrtc. inr.lutling c[\'ti()n \(){rtrnir (llr(ls.
tlticlr rrrulcl lt rcrlct'mcrl tin il (lis.()unt
Jt J l(xJl (knllil,)l.l \tr)r(.

A corrroltrtrrl unrl l'orrlitsing t lt,. torltl
svstcnr (l(,tafirin((l tll( (\)l]rlx)sili(,n {)l
tltc nc\' hrlt. Iirl\, s(;rls. ()r'(\\()-llri11ls.

ol llrc De'\\ lt'gisl:rtrr|c \\c'r-c (lcctc(l lrr'
srnlll nrrmlrtrs ol lotcrs glrtrpr.,rl nlrinh
rtixrg bLrsin(ss lincs. A:. P|er.lir.trrl, tlttst
scllls \\'cnl J)riI]rirril\ l() clurclirllrtes Iikr.lr
l() s(lPD()r'l lltc slillus (lu(), str tr, ot'\horrt
lcrc ttttopPosccl or' t lc'r'lr'rl lrt Ir'trtr
tllllrl l{10 !()tljrs 'lhe' rcotrrining tltirrl rrl'

prrsurrcling rhe p('pulist l)..\ll un(l l)r-
rl()aftrts k) blrck its ecorrornic lrnd srxilrl
selllrc policies It trrrLl tltcn lincl itscll
in the l$k\rrrcl p()sili()n ()[ rclring on
rnrntltrs clcclcri lrr u lr:rnclfirl o[ p<rplt
1,, , \1 mrl(' tlrr m t[.trri l)\ Il)( nr.ti,,rit\.

\(,lrl)l\. Il,)rrg K,,ttt (llrnu l:olittt.
phrccl u snuller r()lc in this Lcg(ir clcc-
Itnr IhJn in thc prc-l)Jnd()\'er l-cg(i) \,()tc
jn 1995. ll()sl of tltc electtrrrttc ltus bcco

Prqrtctrpied rrith Il()ng Kongr trouhlcrl
r.(nr(xn\'. \\hi.h is tir(ing ils ltighcst un-
clnpl()vnrcnt [ltc in l5 fcrrs. lrntl Prctlit-
tir:ns thet things \ill get rrrrrsc. \'txcrs
secDr (r lrc a()Lrnting ()n tlrc ndr lcgisllr-
ttrrt to kr-qr:ln c|r (nl tlrr !()\'crnorent
lln(l ,()lt it otrt ol $htt rnrrn! pe(eivt k)
lr rn.l,'lxln rn rlt,rlrng srtlr tlu. tr,rnr'rtit
rl,,rrntrrrn li.rnulrinl: .rl\,Ul lltc (l(\1i,,n
is clcur. it is thut thc Ikrng Kong public.
i)\'trrrr1ing ()|lt in su('lt grrlrt nurnl)crs t()
rote in an clcclion in $ hir'h ils v()i(e N:rs

nlinirnizcd. hus rlisprllcrl thc nrltlr thlt it

is politicallr :rplthctit

lltn l'l( t l( lit t,t tt')

l'tltt l)ttltlitt,r.4,r is rlitrrk)t t)/ tlt( t .\ (.:lri)ut

I lt t:ii t trss Ci n t t k il s I h )t I u fu )l t,L! ( lli( 1,.

Irr x rrt()t'c sc['ortrccl llt'tlr( I)tl(] gr)\-
rrDrl(r'll. lhc li)rcign \linist(.rirl (i)u11(il
ol-tlte liurol>c,:rn Ilni(nr (litl) tl('cit[,rl in
April to:rr.r'cPt tllc Iil'(ir n)is\x)n\ l)c-
(L rl\.r l,)i)- Pr,1r's.rl t(' rt.rrrort, (.lrin.r'.
''n,)rr-nr.lrk(l ((i,n,,rrl\" rh.iHn.rtirrn in

dunrping cascs xgilinst lh( corrntn. \\'ith
thc April l- rlcr.isir:n, tlre Iur()l)cxn
l'ni()n. ()nu ol tlrc logr lnitilrt(x'\ {)l'irn-
titlurtrPing rr)\(srrr:lrli,,n\ :ll.l.llrl\l (:lrrn.r.

n()\\ l)crnrirr l)ll(: l)ri(c inlilrI]riui(nl r(r l\.
uscrl in r'escr lix $|ich tl( l)rcr'sn('e ()l

t)tilrk(t c(()n{)r)r\, t{)nditirrn. clrn lrr.
r.len1(rrrstr:tlcrl.

ln gencrel. nrcmlrcn ,rl' llrt \\irrlLl
'll'xd!. ()rl.l:rni/.rlion (\\-l()) (r)nlpirrc xl-
Irgc(l xntidur)pinI priccr lor prrxlucts
lr(,lrl n(,n-rn.lrk( t tr ortr rrttit'r \ rlh J ( ('\
c:tl<'rrlutctl rrring rlutrr collcctUcl liorn l
rllrrkct-(,ric tccl itt11)girl(. (()ur)trv ilt .l

stnril:tr l(rcl ol' ctrrnornic dstIlrrtrcnt.
'Iltr: I nitt'cl St;rtrs gcncr:rlh ust'r In<lie us

r srrrr(XJlc a()untn in itr rlunrpint r'lrses
Jg:rin\t (illinil. lhi l)[r(1i(c t(n(l\ Ir) l)r.lt

(ll)inir ilt J (lisir(l\llnlx).1(', i.rs sulr()g.ltc-
u)unln'I).icc\ Jrc ()lien highrr rlrlD l)RC

l)ri('es.
lltr' ,k, r.r,,n .lr,,rr rttPr,rr' (.lrrn:t r

bilrrtt.rrl tr:rr.le lc,l:rtionslrip sith thc !lurrr
l)cirn l'ni(nt. xs .tntirlunrpinE qtr()lits .lncl
lict,nsing rcqLrircnrcnts (ll()p xlong \\,th
tlrt ,rrtrall nLrrrl\'r ol inve'ligxti(nrs th:rt
lin(l l'l((l il]rl)()rts in \ i()lJti()n {)l It'
r.lurtrDiog tlrn.lxrkls. ()\(r llte \cxts. h['
rnli([r ll)inll in\csril.lJri(r15 hurc irnposrd
ru rtrrntlrcr ol r('slri('ri(nls (n l'li(l c\fx,ns
()l l(.\tilcs. silk PnxluLrr.:rncl othcr liglrt
rnrlrr.trr,rl l,l,x,rl. ln IL)L)(r lll(,t)(.. (.llin.t
\\:ll' lh(. tilrg(1 ol -lt). or rorrglrlr r)rrc-fitilr.
trl lll :rlttirluntping crsrs filcd ll \\-l()
rnt rnlrcr urtrnlrics.

'Ilrr lit clrtirio could ptn Prcssurc {)n

lhc I rlilc(l Stxlcs l() rI k(, rirnil:rr (lungcs
rrt rl' .rnlr,hrrttPrng I)i,li(\ tr,\\.lr(l (:lInil.
l|(iiinS lrirs rcpcutedlr insist(l thrt l'R(l
Ir.Ilel (r,r)(liti,,rr Ir((1 I s rlu.llrh(.lti,,n.
li)r "t]tJrk(1 (('()lnnr\"' slllus, rrrgtring Ih:rl

rrr,,r(' Ilr.rrr',,rl lxIcrll,'l lrn\[rrl lln(('\ ln

Chinlr lrr sct lrt'thc mrrrkct. thxt lhc rcr-
,/rllrl is c(mvcnil)lc lirr' curtcnt-ucrrrtrnl
tl.llrlsll('ti()ns. :inrl thlrt tirreign in\,rstrncnl
is rvcl<ruIc. llut llre l nilccl Slxrcs (()n-
Ir'n(l\ Ilr:rl Clrin.l \ I)r(,qrc\\ ltr vlrrt rirt:rt rrtg

srrl'rsiclies lirr pn rrct inputs. enrl recluc
rnA !r)\'crnrncrrl (1nlln)l ,)\( r rlrstnlrrtlr,,n
.rrtcl pt'rrlurri,,tt ol'rs\rtrt('.. ltJs lr('ctt rtt

ru,.lcquatc In slron. I S polic\-rnlkcn lrt-
licrc thlrt (lhinlr's c('()n()nr\' (()ntrinr l(x)
r)rln\' s()cixlist renln;lnls t() cltlrngc tltc
''11()n nrilrkcl cconorrt"' rl:rssificlrtion

[ 5 lir\\' (k)cs c()nt:lir] pro\,isi(rls lhlrt
pcrmit :rntitlrrrnping in\'$ligJli()ns l() I)c
r onLlttr terl rr).rir1)r(l.lr1ac rrrth grrtlt'hnt.
[<rr ntlrket cc()n(nllit\ Iirr inrluslries thrt
olrr[rtu ur'tclcr nlirrkel c{)n(liti()n]' l)ul
$'itllin :l n(nr-rnllrkct rc()n(nllt \(nrctll(-
Its.. li,\\. il :r,l\,. l'\ .i)0rpl.lrnt. :rl.l:rinst
(.hina hitvc usc<l tltese rrl.rrkcl-(,(1rl() lv
pr(xisi()ns. Sincr l9li{). tlrc I r]it(d Stllcs
lr:r* 6lcrl r r'J (lurtll)ing i,nrrpl.rir)l..rH.lin.l
Chinl

-.-{,ir -lL llitfu

THE CHIIIA BUSITIESS nEYIEW lltti tn:!i!'l t'rr.\

lltD

Houc KoNc Errctrox Srrs PnncnoExr
thc. [,gislutLrrr.' \':rs c,ltetrd dircctlr'. lrt
g(, rgraIlrit lllr lrrrstcl constitrrcncics. Of
tlr(hc lO \eirt\. thc rlcrD< t ftrtir' cilolp \\1x'l
Il. \\tilc lhr Pr'o'lJciirn.q l)crn()('lirli(' Al-
lr.rnrr' lr,r' tlrr. ll(1t(l|r\'nt,'l ll,nrg Kinrts
(l)All) girln(rc(l livc. -l'hc 

rcnr:rining scut
\\(rrl l() irl in(lcl)cn(l(nl curtclicllttc. The

P[tr'lrusincss I-il)crill l,J[\ Iurcrl prxrrlr- in
tltt' lir" 'r:r.rJrlrir.rl r1'rt\trtrk r\ l(:. \\ rnrtins
nr) s(:rl\. l)ul nt\crtlrrless srtrrred lhc
setrrntl-lrrrgcst rrprcscollrli{)rl in l.cg(.()
\\itll ll)scxr:. l'l)( l)rnnxrilti( l)ilrt\. \\ith
I I \(xti'. n('\\ ((nrr\till)tes thc largcst bkx'
in tl)c lcgisl:rtur(.

'llrr|t is rr(l douln thlt lh( ne$ l.cg(l()
rrill lrt, nlrn, Jsscnivc lhlrn ils prc(lcces'
sor. tllc unp()l)uLrr pr(^'isi(n1ll leSislxturt.
\l.rtl lrrr:rlvsl: intt ryrrt thc rcsults :rs :r

rcicdxnr (, IIrng Kong s trrrrliti(}nul. clit-
ist. I)r(l-l)usin(\s \l\l( ()f l)olilics. un(l :l
nl:rn(lill( lirr greirtrr p()l)ulllr sil\ in tlle
rrrnning (,1 tll(. l(1Tir(rn. Allc;rch tltc, clc
rn()(rxti( li)r((.s. s'lrt, {)ccrrPt rlx[rt:r
thir(l r)l tllc lcgislutrrlc rlcspilc $inning
r()lrtlll\ 00 l)crccnt ()l llr( p()pullrr rol(.
ltt-r.' ttrgirtl,1 lh(' g(^ (rnrrlcnl l() sl)cc(l up
lll( l):r(( ('l (l(rrr,\ rirliZ:rli n itt tltr' tt'rn.
tr,D I)r'r n, r( r:rr ) .r.rrlt'..rrt.tlt.tr I'r'litrr'
tlr( l.lr,\'(1'nrr(nt rrill Ir.rrc.r lr.rrtltr trrrrt,

EU Duups PRC "NoN-MARKET" CLASsrnrcATroN
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th. m.aut.. o, ti. Us.Cfih. au.lE (o!..11

'llre Ilrng I\(r1q SI)((iirl Adorinistrir
li\c RrFi()11 {sAR): ln)\iti()n ir\ .r rc
gr,,rr.rl tr:rclc ltLIl' 1r.r..,.n,,',1 .r. u l:ullir
rgrinsl thc cllirts (}l tlrr'A\irn hnrn(iirl
(risis.:Lccorrling t() lllI llr)ng K()ng
'lrltlc l)cvrkDnrtnt (i,un(il ( I lK'll )(. ).

A(r.rrrcling to llKll)(1, in l99f ()tl:'ln)r(.

tr:rclt-gorrls lmtl scn r<'cs ()l ()\rr:i(irs
Il(,nl K(),rg c()rtll)irni('\ (\11(, ((l (li-
r(.r11\ t{) Ihcir (l(\lrn;lti(xl nr:r|kcts-t,r-
talccl SlJr.(r lrilli()n. ()r rrughl\'8il I)cr
(cnl (tl tl,)nI R,,nl.l'\ (:r('\\ I),,Ilrc\lr(
[)tr)(lu.t. Su.l] trrttlt. rrlritlr is not in
rlu<lccl in <rfliriul,.ir)\'(rnnrcnl \t:rlisti(s.
l[rs urolrrr in pfi)p(11i()n t() l()txl llong
K()n14 c\l)()ns ()!'cr lll(,vcilr\. ti(nr) 50

pcrl(',ll in l9l+l tr) 85 P(r.(jnt i,r l9c)-
'l-lrrrs. even ls ll()rrg K()ngs ('xp()rt
gnrsrh h:rs fallcn olcr thc lusr <ltclde.
lhc trrrit()r\"s lr:rtlt' r:rplrcitl has ex'
panrle<1.

( )r crrll. grxxls nlilnulilctrrre(l ()t,tsidc

lh( :iAR nlirdc Lrp ltl l)cr(cr1l of cxports
l)\' ong Kong (r)Dtpunie5 l:lst yc-ar.

..\rr(l Ikrng K()ng e()nti,rucs I() s!,nc lrs
:rn enlrep()t tirr rr;rinlrrnrl (:hinr.'lhc
S.\ll hrn(llcd 1() p(r-cqnl ()[ thc t()t:rl
\Jltt( (,1-rnirinhn(l cxl){)rl\ in l9q-.
Illrinl:rncl sorrr<'c<l 8(xxls. in turn. nr:l(lc
ul) ()J pcrc(nt ol lkrng KoDg erpons.

Arl rommr^a.l anquiript nnd

rcnowaUpuxh.5e o(k 6 should b€ rent to
th. abos. USA .ddru5..

liirslcn 5v lt.sr cr

t)1 \' it) l\ I t, I S.\

I)arl(n( Il Liro
,\nn !l \\(rks

o a r r c r/, to o u a t r o
li)n I|,,tl tlrd/lI ll)c\i,!n

l8llt \ 5l \\\ s rtc.:oo
\\.r\hingtr'n lX .:otlr(r.: l-lr

I'(l: lo l/ r:L).r,a rlr
Ix\: ll )-.1/8 { I r)tll-.

-_5 .l l-(,
\'$'\'. usch inr. org/cllr

Le-<*-,t-

-l)trrlL,ttt, 
.ll. Lit 

'

aat^:
(;odfrcr \\ir

l :t(|5. l.t ljl.(-(-U! ttuildinE
ll)2.11)tt llcnocssr Rd
U'lnchri. lh,n8 Kong

'l(.l: li5.!/2591-lo-- Fax: 8s2/2542
E-mxil: mhi,4hk Bin n.t

5 tsrJ

,\l r R Kirhn
lSllt l.' st.. \\\ sLril( l(,o

tliJ\hinSrr)n. I)(. _:0t)t(l .t t-0
(l ..:r).1/ r.1,,.ll1 rI I J\ i ( r I / ,.i r a . , ) r , , -

l: nltril: :rkrlrn " o\( hinr ,'rE

Short

irirrlisnr rrith (lltincs( (hur.r(lcri:ili(s-tll( l'R(.s uniqu(j r)ri\ ol rt,ntlullr plunner.l

cr.rrnortrits lncl lrcr'nltr-kr{ ll(1i\ itv----{\)trld we'll r['sr'rilr tltc tltcrtrc ol unI nLrrtrbcr ol-

l)irsl (,lrl,tal /Jrlsi)k,sJ li(,/'lt,t/ issucs. l'r tllis isr,lrL,. ll()\\'r,\'er. \\'(. consitlcr scvcfirl distinrt
:rsJ)c(ts (r'thr "(lcstalizxti()n of (lhinus cr(nnnr!-llle shrinkin!{ Stulc setlor lncl r:r-

l):lndiirg n()n-Stxtc s('!1()r-irn(l \lr:rl lhis nrtuns lirr lirrcign Iirnr:. \s tlre \i[l(l lJlnk \
Ilitltrt1l \t\vfamrrr rrn(l lhnx l-iu (ktlil in lltir l)ic(e (p 8). rslintr {r'tlrc Stxtc ()\\nc(l
s((t()r is n()\\' ('crlt(r \tJ{( irr (lhin:r s unli)l(ling (,(rnnnni( tlilnriti()n. lrnr.l lr strcccsslirl
pcrlirrnttnce is hllnlly rtssutcrl.-llrt ilc<isiort ntrrdc rtt lrtst StPtcntltr's l5ll) l).rfl\ (l(nt-
grcss lo rcclcfinc l)ul)lr( ( Stut( ) ou'ncrsh ip to inr.luilc skxk rrurrlship othciallv sanc'

tionccl this nrr)\'c lr)\\'irr'(l r(([r(in!{ Stxtc L\)ntrr)l ()!er llsscts. As (i)l( ll (:xl)encr \\flI(5
in his.l(i(lc (n nrsr.qcrs rn(l l((luisitirrrs (l).ll), lll(,(lccis()n \tln(l\ t() l)fi)\'i(ic li)rcigrl
invcslrrls rvith ncs'suutcgir'()l)p()nuniti(s. llul prrr.ticrllr sltuking, inTrtlt lirrnr rrill
in\cstr)rs frnd tlrc lxxrks r)l (:hincst rntcrl)r'is(s in \\lli(t tllc\ h()l)(. I() in|rst7'fhir' is

tllc (lucsti()n tl)Jt (ix)l)(,rs & Ll,hrlrnrl ntlrn:rtc,r' IlxniD Ii)l(\'lrdtlrcsres in hi: rcr-ics ol
(.hinus shili t():r s\'\tcr)r ()l :lcc()unling lrustrl not on ull(rt:rtc(l iDputs lrrrt on prrlils
:ln(l lo\sc\ (p.ll).

ID ll(ldition k) rlrr Ii)(\rs, ,voLr'll 6nrl xni(l!s on (lhinl's r1c$ lclrdcrshill lil1c-uP. by

[]nivtnitr, ol W:tslringl(,!r (lhil'ril spc(i!lisl l)l\,i(l I]il(lurxn (p.fi)r untl rrn rcccnth en-
ir(lc(l (irpilxl (tnll()ls. l)\ lt()ng K(nrg Itl()flr(\"1.K. Ch.rnE (l'.Jl). ()rrr sl)c(ixl rcp(nl
()n {)il (p.J{) xnd gJ\ {p {l)) updilles clc|ek4rrrtnts in this sc.t(n'. in.lu(lin8 inrlxrn.rnl
clt;rngcs lnnottoecrl irt lllc \lrrch \etionul l)coplc s (inrgrcss.:ln(l {)ullin(s p()sprals
li rr lirnlrcr tirreign in\cstrr('nl.

\\c xt 71,(, (.)l/? lrolt lhis isrut provirlc: ronrt lixxl lirr tlurrrglrt. rrnrl inlirrnlrtirc
srrrrrnrcr rcrrding :rs rtclll

llcst r(glrrds.

*f frti4ib

Al:rn R Xrhn

V""tu^
Kir\rcn srl\-esrer

A Rrsruc Tron oF OFFSHoRE TRADE

TIII

Asrex Jon Beux?
ln J re{cn( I)cloitl('&'li)u(hc LI-P sl 1c) ol t00 c\ccLrtjvcs (r-lls-l)lrscd lirNs $'ith

revenucs rlxrt'c $l hillion, r'rotc thrrn ont'lilih oi tlrc rcspon(lcnls sui<l thut Chinrr
srrtrlcl lt :r signilir':rrrt grosth rnarket lirr tl)rir l)usilrcss. lfut sh{)n-lcltr crnpkrrtleol
Prorpctts in A\iJ olxr n()r l^- so nrs!.'lltc l.:((D(nni\t Intelligcnrc l'nil prc(licts th:lt
(,hinr sill slip to lililr l)lJ(( tllis \cilr in tl)( tunking ol firsttst-gros'ing .r )untries. xnd
tllxt Ar,it'\ ()r'(rlll gr()\rth li[c \\'ill llll l() ]. I l)r,r(cnt.

tl{E (llllIA AUSIIIESS REVIEW lttli lrtlt't l')')\
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tions. lirlkrrvecl bl nrccli:r fi'enz" nrixing scparate st()rics into a singlc
hcucly brerv, firllo*,ccl by 1.lolitical lttror ovcr the nrcrli:t stt:ries, firllort'ctl
by u rrrsh to legisllrtc nc\\, s.rncti()ns ancl prohibitions airttecl l)()th xt
(llrirrr :rrrrl l lS ecorron'rit re letir>ns \\'itll thc [)llc.

LIS-Chi
'l hc higlr I)()inl li)r n)c ()l' lllis lcilr's

crlrl)tt)n: lr prcss relclrsc lr(nt) (,nc p()liticlrl
()rganizJti()11. ('()nttining lt bittcr cliatribc
rlgilinsl All]cric.ln enlixllcrnent l)()lic] t()-
\\:rr(l (l!linx. $hich dosccl l)\' s.ving. 'F()r

nt()rc in ti )rIlr:rt i( )n, c()nt.l(l-. Iit s()ltttal
hit..i. .(Dtt.tcl- (cnrpltrsis u<klccl).

'I hc rncrlil tell rnc thxt thc ar,eragc
sourll bitc ltas clroppccl front fl scconds
Io - scrrrrrtls in r(ccnl vc:lrs So il'a lrrolcl-
clrstcr ncccls --{)r l0 ()r ls-s(c(lnds ()l'
"sotrncl on IrS-Chinx polirr'. lrc or shc
nccrl onll' call thc listccl phorrr: number to
gct thc light hite. und \''()il:ll If \,()u lik('
"telk r:rclio. rrru ll /orc "trrlk lirreign pol-
ic\" 1

,\nrl vct. lirr rlll tl)c c\('it(nrcnt. lh(rc is

sr,rr-prisinglv little that is ncs rrncl lrrsh in
all lhis. strlrcrLrrlll), lt lcust. it s rD()stly rc-
pluv. unrl \\'hcn the chrsl setlles it w'ill bc
scen :rs strch. Ihe Lrni(lue rlcnrcnts ()f tllc
19t)13 siruilli()n. perhaps. urc lllxt tllc I)rcsi-
clt.nt ,,1 tlr,.. I nitc(l 5t:ll(\ i5 I'r.rVllrr.{ ,r vi\rt
t() (lhinrr (lh( first in nin( tcers. tirllo* ing
thc I)()siri\( risit of thc (lhin(s( I)residcnl
t() the ['nitcd States last f;rll). .u](l thal !

r'losc congressionllI cl((ti()n l(xnns in thc
itutuIlln.

S() rl.irlin. ls cl1'rc,.tcrl. \\e r( :tt lllc
crossrtxrtls. \{'.ill Chinus \'l()st F-r\'(nc(l Nrr-

li()n (MFN) stattrs go clo\-ni' \Vill tlre Lr1-r

(()nlinA sunrnrit luil, i.r'.. cnd in nrutull
(lisill)p()intn)ent lncl Iccrinrinetiorri' Vill
rlt.r'lclt.s of brtxrdlv conlinrrotrs t S p()lic\'.
ec'rtrss li[rr .lclnri!'ristrltr()ns. ltbntPtlr- sltiti.
lirking (l()$'n \\itlr tl)cnr :lnv pr()spc(]5 ()f
lirnlrcr inlpr()\'cnlcnt in ADlcricrn-Chinc:'c
tooptrution llicr lr tor.rple ol't'elrrs of
ltrrrl-u'on progrcssT \Vill lrnother roltnrl of
inlrrnll clcm()n l)urlting l)rinl] dorvn l Pol-
ia\' ()r' cvcn xlr r\(llltinistrilti()n'1

l)r)D'l l)et ()n il. llcl.( \ \\ ll\':
I Knr[king ()fl S8{) l)illi()r1 in lride:rnd (ril)-

Plrng SJ5 lrillr,n in I 5 Ir\'(\llll(nl Lr .r\irrr.l
\lli\ rs n,'t ki(l \l ,l .r11(l (.\(,r)1,n(.k,),'\\\ il
'li) tllcir Srelt crerlit, thc Spcaker ()l thc
lllrsc und tl)e ('hajrrcn (r'llrr llousc v/:rys
& \lcllns C(x)rnlittse :rncl its Traclc Srtlrr.ortr-

nrittt',. plcrl.qcrl to rrrrrk sillr the l)rcsiclcnl to
Lrplroltl II[\, ()n lllc \(n'(LrI thitt thc l'rcsi'
.[:rtt .rnn,runcctl lr\ lrlt(r]tir'r'r t(' r(nc\\ tt.

Ilcrtc(l rll!-l()ri( tlrcrc \\ill lrt'. l)Lrt thc signs

/

q^r,

s preclictccl (by r.ne. anyrvuy). tlte [Jr.ritecl Stxtcs is x.qxin x(

tlrc crossrxrcls on relations \\'itl) China. At le:lst. insicle rlrc
llelts'er' \\'c urc. 'l'hc gl<xxrtv sprirrgtinie I)lrttrrn has rclrp-
pcarerl: sens:rtion:tl leeks to tlrc press ol' uttl-lrovcn allcg:t-

6 THE CHIIUA BUSIlIESS REVIEW lttlr ltt,:tt't lt/).\



'l'ltc h ret r t I I l.t t fi' .4 u t eri c a t t

i,t!crasts u'itl.t (,'l.ti tttt tt'ill

restrtlrtc'e itt rtll btrl tlte

trtost tiglttl.t' sutlatl mituls

llt l]ri(l-.lun(' lr|c incrc:rsir'tgly p()silive, xt
lcltst on tlrt nlrrr()\\' iss(lc ()1,\1[]N.

()n l\ll'N. \\'('Il)usl irgxio s<;rk vcry.
vcn'llrrcl l() nl:lkc rttrr nrcssltge heercl:
1h:ll i'lxl)ilil\' 1rn(l li)Nllr(l nt()ntcnlLlrtt
in I S-(:lrinx rclelions rrrc ut the iirun-
tl:ttir'l .rl tltr. (,runtn'. 1,,n8-t(.nll in
lcrcst\. :rn(l tllrrt rr:rinlJininq n()rnltl
t(r<lr r'clrrtiorrs is sirnplr u plt sl()p. ll
r()Lrlinc l)(rt r's\(ntilrl prcrc(luisitc l()
sur'ct.sslirl l)ur\uit ()l vitrl long-ternl
national goels.
I ()l)enilrg selvoes usiclc. lhcre llrc
rnJnv in (l(lnlircss. irr thc gcncral pr.rb-

li.,.rn(l in tlrt' nrr'rliu \\'h() prefer k)
kno$ hclirr( tlrc)' :l('t :rnrl t() :rat on
thc llLsis ol tlrcir knou,lcclge. Tlrc
nxrntlr ol i\4lr) witoessc(l a clelr.rgc oI
lrllcg:rtions :rncl lrcr'Lrsatior'ts relelecl trr
Anrcri(:rn cngxgcnl( nt \\itlr Chinx :lnd
l() (.lrirt,l \ r'rrn r',,ttrlttc't l.(gi'l:rli\('
orelrsrrrcs Ir[xrnrcrl likc desen lloscrs
.rlicr x s(lrllrll.

lnvcstil.l.ll i( ),)\ inlr) s(]rlsili\,r nr:ltlcr's
arc nos rrnrltr rrer. I:intlings o[ trtct
lrc lcqr.rirrcl l)ul)li( (lisrl()sLrre of the
hnrlurr. rrr rkt.rrl. .rrtrl n,,t rrrttPlr, rn
p()liti( iz( d. sc<<,ncl hand interpretx-
lilnrs is c:scntiul. \\'ltile sotnc echo-
(lrlt's in th( rrcclirr hevc long sintc
lirrnrctl anrl prrlrlislrcrl llrcir ('()nclu-
si()r15. !lr()st intcrt'slctl Anrcricxns .r$':lil
rr r'lcutcr unclt'rslantling ol thc trrrth.
l-cgllly tonstrttrtccl I S instiluti(ms will
lirnclirn lrs rlrcy lrrc clcsignecl to t'r.rnc'

!i()n, ln(l knrrulcrlgc uill tinelly rc-

I)l.r(( :rll(l.litlr,,rt .rntl rtrrttr,r' I),rltr'l_
nraktrs. in lh( cn(1. \\ill \\xit lirr thxt
lnrlll l() (nrcrgc-:rncl to cnrcrge pult-
liclr--ltlirrc (lc(i(linll \\'hrtheI t() turn
l S rel!lri()11s $itl) (:l)inx rrpside dorvit.
I lhc lulilitr ol tltc -sltut thc dtxrr
lntl turn ofl' tlr( liglrts r1'rprorch to
(lhin.r lurs ulq:rt's lrten t'ltar. and is :Ls

r'lc:rr :rs cler ()rrlv tlrr uniitli)rnred ()r

lllr ()pln)nunisti( crrn nllrintain thlrt :t

l()nli-tcnlr ultr ol lroliti<itl !rnd cc()-
n()r i( xtlriti(rr :lgilinsl (ilrinrt $'ill firre('
(lhinll t() xct lrs Anr(ri(rLrts nli!.Ilrt !vish
l() scc it .l(1. I)()cri 1rn)()n(' 5eri()L)sly
l)rlievr tlLrl (l(n!ing cntr\' \'isxs to
(lhin(,sc r)lll( irls. ()r I)utti|rg llrif-f.s ()n
(:hincsc l)()([r(ls rr1> lt1rrn i () percent
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lrr r() 80 J)( r.(,nt, is tltc \\il\ l() en(-()Llr-

ilgc (llrinlr t() :l(1 \\itlr gr'clttcr regltrcl
li)r Anl(ricilr'r prcli rcn,.cs?
! llr( lrr<.rcltlr ()l Anlcri('iln inlcr!'sts
\\irl) (:h,rr.r sill rcstrrllct in rll hul thc
nx)sl lighll\ st:rlul rninrls. t S (lhina re-
l.rtl(,r1\.lr( I],'l ,rn( (lir!r(rl\hrr),r1. I: in-
lar(sts \\'itlr (llrinr inaludc Asiil'i' rc
gil)nrrl urrnonric \l:ll)ilitvr nt.rnxgerDrnt
,,1 llrr' \r)lirlil( K,,11'ilrl |r'llill\Ill.r \itLH-
Iri,n. lttfllt(I rr'.1r,'rt.il'lt l'l{(. P,rnir iP,r-
(ion in rr.rlcs-lrusr'cl gkrlr:rl s1'stcnrs strch
rus thc \i'rrrlcl '1]'J(lc ()rgunizxlk)ni inten
sihcd.{x)p('rrtii)n on nonPfl rlilerltir rltr

lirrthcr <rrnr'c'rgtnr'r ol tir'ns on ltrr
oriln righls:rn(l rclxlc(l issucsi slrength-
c,1t,tl rrrrlrcr.rtion,,rr gl,,lrt-tlrrL..rtcning
enr'itonntcntel problt'ttrr ltnrl ssili ancl

c,lu(lrvc ((, l tunl('iltir,n .,n \(11\llrvr'
:rn(l rrrg(.nt glolr;rl trrrrrcrns.'fltc ecrr
nonrir hcnclits ol rrpicllv u\l)llnding
lr:rtlc Nrth (-hinu rrrc li)trrrd ir eYen t S

stirlc. c()unt\'. titr'. urrcl tr,\\n.'Ihe fIr\\'
ol sr'lrol:rrsltil'r ancl ir:ltlts. xnisti. trcn(ls.
anrl ccltrclrtionlrI rcllrtionships bet$'ten
Anr(ri('.lrr .rrrrl t.ltrrrr'st ioll(.rEtrcr i.
rurrssir.c enrl irrl)()fl llnl.

Irrrlrlll. tlrt lrl\lirr(l ,,1 r)r,'sl Arll(rr-
(lrils. in tlris r1r'n lncl [rro:tclly hasetl
s()(iel,v, is t() gcl ll((lUltir'rled $itll ()tlr

cI,\. n()t 1,, sl:lltr tltc rl,, 'r in , rtlter'.
Ill(es. l)(r]rcsti( i'(xitl stralins n()I$ith-
stan(ling. Ar)tcriclto\ ()n tl)c c()alsts alncl

in thc hc:lnl:rn(l lxrk otrt$urtl rrith e

grcallct scllse ()l-intcr(sl lrnrl ()l r4rpor-
Itrnttt llr.rrr tlrt,r. .rrc .r'rrr(tinrr.. girt.rr
<rcrlit hrr cloing 1>",1r',,r. Ihll is ()nc
rLrl\('rl tlr:ll. irt rlttri,,n :rliur t'lt'tti,'n.
thc linkccl thcntc: .rl f()reign tllrc:rt
encl ckrnrcsti( trrlr(l)c|1' l)u\,cn t prrllc(l
clccisivt'*r:igltt sin(c tllc hcighl {)[ tlte
eurlr' (i rkl V'ur.

S(). in :'l)it( ()l rl)is ycxrs (ihina flapr
oI thc tr.rlrs ol ink egain l)()Llring tiom
tlle xttir(k rrrrclilt: ol tltt lrtzz,v krgi< :rncl
(lrr ()rcahc:rt(11 rlrc(or-ic: lrntl ol'lhe sc-
clrrc(ions ol tltc s()trn(l hite. lc shotrld
l)r ()l)tir)listi( Jt tlre ( r()ssr()lds. \\'(j
slror.rlcl sork l()r. lr1(l cxpr:d. lhc l)esl
froot otrr g( )\'(.1'n,lrc nl lrncl ourstlvcs.
\c slxrrrkl Iiglrt t()r. :rntl tn t() rnsurc-.
srubilitr anrl rirrlitr in tl)e l()ng-terrrl
-{nrcri(un (]n(()u!1lcr' \\ ilh (-ltinr. ()ur
(llrin(.\r, tritr)(l\ in tr.rrn. sltould bcl on
tlrc l',c\t in tll( l'nlle(l Statcs as *rll,
rc('()gnirinl,l tllill thc\. (x). beltr respon
sil)ilitI li)r tlrr .lx)i(cs Jl)r:l(l: pr()gress.
slxgnxti()n, ()t aln unnc('css:trv retrcill
into (lisill\rsi(rrrrcnt. li thc chips tlll as

l cxp.(1 ll)cnr l(). \\'( \\'ill l<xrk heck on
nli(l- t99ll lls ir st()I.lrv ol()l)lcnL. n()t s lr

tir)c \\llcn lhc intcrnlrli()nll .limxtc
(lllnge(l li)r goocl irntl tlrc glecicrs ol l
nc\\ (:(r(l \\'ilr lreglrn lo uchunce. t
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THI PRIiss(rRr:s
()F (i I_()ltA t. t zal' I () N

liniln(ing th( Stirt! srctor betirre nrost
lr,,tr'('lr,'l.ls .rtt,.l llt'ttts A.un .l('r'r'\\ t,' int(r.
nationll finuncill xssrls. Iil the eilrly 1990s,
Sl:rte-or,'-nccl cnlcrpriscs ( SOEs ) r()utin(ly
rc<ltrirccl sornc 9 prr(cnt ()l-(;()ss I)(nltes-
ti( l)r()du(l {(;l)l)) r() fin:rn((] their invest-
rlrcnt pr()grrn)s. -lltc goternntent has l-rcn
able to linuncc l)()lh its (xvn deficir. rnd
tltt. Ihrr,rrrirrgs (,1 rt\ SrJl(, cntsrpfi\c\.
rtr.trnh Irr l)flnlinH ri).,n(\' tl):lt it\ ('rlrzcn\
Itavc bccrl uilling to lrokl in cvcr-larger
xnr()unts. l'l)i\ scigni()ruge lras pror iclecl
lhc govr,rnnrcnt. ovcr tlrc past <iccldc.
witlr rouglrlr'.l p('r.cill ()f GDP in rL,-
s()urcel' uilll rvlrich to Ilnlnce Stltle-sc(t()r
invcstntcnt. Internlrti()niLl cxpcricn<'c hus
shorln llrat su(l) ll siluilli()n cannot last in-
clclinitcly. livcntrrally. lrouscholcis ancl
firnrs lc.lrn that they can clrn highcl rc-
tr.rrns by lroltling lrsscts ()lller thln curency
lnd clcnrru'tcl clcposils. 'lhc clernancl lor
cush \\ill signili(irntlv tlinrinislr :rs firreign

s tlre []ast Asian economies stagger rrncler the pressures of capi-
tal outfkrws. recession, and contracting imports, the PRC econ-
olny has-so f:rr-escapecl tlre worst ol thc crisis. Vith huge
firreign currency reserves, complrativcly low short-term delrt,

ancl a serni-closccl capital accoLrnt, China lus llccn prrrtially insulated fr<>nr

nrarket pressures t() m2rtch regional currency cleprcciations (see The CBR.

March-April l99tt, p.+.i). Yet the regional crisis has lent r neu' urlaencv to
the PRC s ckrmestic rcfirnlr effbrts. especialll' thosc lf'fccting its 300.000
Stxte cnterpriscs. I-ong befbre the crisis. Clrina bec:rmc lockecl in a race

pitting the pacc of its r:ln'n refbrm process against the pace ol its integra-
tion rvith gl<>bal nrarkets. 'Ihe East Asian crisis casts a spothght on this
clraura. At ce ntcr stage is the challenge of Statc-cnterprise retbrm.

Chinx is nol ycl cxPoscd k) Ihc lllll pres-
sulcs ()f gl()l)irlizlltion. Its currcncy has been
convertihlc li)r currcnl 1r(c()Lrnt lrrnslctions
onll sincc 199(r. antl r(ntdins nr)n c()nvefl
iblc on thr: (ilpirxl r(c()ont \\'itl) Ihc expan-
sion oi trlrle lrncl thc intcgr:rtion of Hong
Kong. ho$cvcr, rrss()cixlr(l inllos's end out-
iloss of rlpit:rl sill grrrluelll pq r4ren the
capit:rl a<coLrnl. Ir't lltt, :rlrcach srtbstantial
lnrounts of tlpitlrl nrrvc across the borcler
unrccorclecl ln l1)9i96. \\hile crpiril in
f}rss lrr tjxcecclctl orrli)ous. gross otrtflon's
()f sh()rt-terl]r crrPitrl-rc<rrrclecl in part xs
''crrors lrncl ()rttissi()Di' in tltc bltlltncc oI
pilym!'nls-rvrrxgccl :i' ltl billion. Though
policy can slou' tlris pror'css soncrvhat,
ntalkct lirrccs lrr'c po*tlfirl lncl cennrx bc
suyrpressccl inrlclinitcly (.\n, p.3l ).

'fhe first tusk rt<;uirccl firr sueh u trensi-
ti()n is t() (rcirtc u malkct lrascrl systcrn of

China's
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enterprises
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for tbe

country's
integration

into tbe

world
economy
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FO(US

ln(l (l(nlc\li( finur-tr'iltl ltssels ltcourc
ilttril(li\c. iln(l lrs pe()plc l:)egin t() usc
crcclit clrrrls rJlhcI ll)xn eesh tirr pur'
(hrscs. Al lllxt p()int. printinli nr()ncv
k) finxo.c th(' I)ul)li( scctor sru.t risk
inflrti()n. S()t:s iln(l ltlc PR(l g()\'(rn-
menl lltus nltrsl prcpxrc t() :tditrsl t()
these ne\\' ( ( )n(liti( )ns. t[trrrr.rgh inrpror'-
rng prrltlr, irlrn,.c .rs ,,rr'll .r. rr'rlttr rnrl
SOlis ovcrall nct<l lirr fitncls.

(llrinxs sc(1)n(l thallenge in pr!'par-
ing lirr gkrbalizatir)n is l() estxhlish x

viublc llnunciul svstenr l)ef()rc ciLpitrl
lrerr,rrrc. lrrllr rtrolrrle il('r()\\ it{
lxrtrndlrics.'l llc (lrilntxti(' evenls tllrl
cxposctl slrtrcltrlitl \\'crkncsses arrl()ng
tl!r, Asi:r,r r,(()n()rDics lte|c scn'etl ls lt

s'akc-trp crll t() (:llin:1. l-lre crisis hxs
rrnrlt.rstorcrl lirr l)R(l lcedcrs tlrc ur-

Scnt n(c(l lirr lroth rnteqrrist- uncl fi'
n:lnaixl-scct()r rcltrrtls to cnd tltc
bLrilclrrp ol llrtl clclrt thrLt crerles pres-
strres rvlrich. in ttrrn, (rltltl eruPt iui rr

svslenli( (r'ir,is.

THE SrATE-
ENTESPRIS[: PROBLEM

(),r(c llrc kc\ tlrivcrs of Clrinl s in-
cluslriul scttor. S( )l':s hllYe incrcasingll
bctornc :r r.lr:rg on tltr l)llc cc(m()rr)\
lsct ll,L,(.:lll?. llxrch'April 1996. p.lt))
As An(lrc\\' \\':rltlcr rliscusses in his
l,),)(r lrrrrk <t ,tr ,tisl .\(rTtrkltlu'
ulin : ll(nk tu.l ,,1ull)()rilJ in (.ltii.'s(
Il slrl. tll( s(lltc enterpaisc-ll
lcglcl oI tht r'orrtlrantl cc{),r(),1]\'-
has tr:rclitionulll provirlecl lirr ell tlt<'
ncccls ol crnplovr..cs irnd tllcir fillililics.

S()lis l)r( )\ i(lc(l crnpl()\'cc:. \\'illr l)ri\i
lcgctl :rccc.s to hortsing. hcalllt <-lrrc.
((hr(itr(rl. lrnrl 1'tr'rtsions. end still c()n
\tilulc tll( onlr salctr nct li)r Llrl)xn
*r,rkr,rs. :rllreit lrir\'(d Ililnt r)[ ll]c\c
\\ (,ll:l rc r(.sl){,nsihililies urc graclrrrllv
lrting shiltt'cl t() nrLrniciprl g()\'crn
orrnls.'li)(ll\'. Slirl(r entcrp[iscs clll-
I)l()v Jl)()ut ;i million w()[krrs. ()l

$,lrich ulroLrt r.J nrillion $t)rk in in(lus
trixl cnle.priscsi they (l()nrinlte thc ur-
bun l:rllr nlilrket lnndsclpe. crnl)l()v-
,nA l\\,!lllir(l- (,1 llr( \\r)rk(r\ rn ('lli(i'.
'lhis nlrkts lllern iln imp()nilnt trrl):ln
p()liti( irl L(nrslilucnc\.

()tlr(r S()ll (-llitlclcrisli(s thxl sllilpc
rcli),,l]r ()l)li()ns in(.ltl(lc;
I Concentrated industrial owner-
ship 'lhc lilrl.lrst i p('rccnt ()l-in(hrs-
lrixl (rnnplni(\ in tlrc lni(l-1990s ir(-
('()Lllllc(i li)r 5- pcrcent ol or.rtPtrt. .tJ

Dcr((nt ()l cnr I)l( )\'rncnt. rncl (r2 Pcr-
ccnt ()l nct lixecl ussels. 'l'lris lggrcg:ttr
('()n((nlrrri()11 is nrx panicLrlarly lriglr
l)),\Vr,!tcrr slxndxr(ls. llul it higltliHhls
lhc irltl)()rt:rn(c ()l lhe g()\'crnnr('nl s

(lc(isi()r'l l() lix-tls rctrurr efli)rts (rr tl)c
lxrg(,sl l.(x)0 (rnnp.rnies.
f Lack of economles of scale ln(hrs
lrilrl (r)llll)Jnics ()l)crulc ilt consitlcr'-
lulrlr srlrllt r' sclrles ol'proclur-tion tltun
intcrn:rli()n:lI st:rnrlartls. \l()sI (,p(rlll(
1'r'irttlrrilr irr (nle I)r()\'inac lrnrl thcrc
lirrc tlr not h.nclit frorn cc()n(nlic\ r)l
sc:rlc or nrulli l)l.rnt c((n1()n1ies. Illlnv
hrn'r' harl ()r)l\ ptniirl lrcccss t() inlr'r
nrli(nlrl tc(hn()l()gics. xnd lllus lrrc lirr
lronr tlrt lrrrntilr ol nroclcrn rcr'ltnol-

l-t x tt I !{t v r t t tttt,t t !t
ntct.l' be resistdnl t()

refbnns that getrcrdte

ltncmplo.yment 4tt(.1

rctn oue socictl Uclldrc

pru,isiotls be.fi)re

r(l )luL'e,nL"tl i ttslil ttl iotts

dre reqdy to tetke otcr.

t"h 198 l9t l9r l

S()llR(:E: ( /',r,, \htt^tkttl trtrl,',k.

&lrowlng

I,rofits

E

()gr. Ii\ln)sing inclustrv to tltc sltrxk
Ircltnr(,rl (rl iotelnati()nlll lr:rclc r.rrrr

l)ctiti()n, h()wcver. irlrplies sil.lnili(rnl
llllx)[ (lisl()('lti()n. encl expleins tht'
PII(l l)()licI regercling rclirtnt to clalc
lrrs Irccn gtrrlulrlisl.
I Local government owncrship
and c()ntrol Al)()ut 15 prr((nl ()l'

St:lt(, (,olcr-l)fiscs. mxinlY ll)c srn:rll(r
<:r'rcs. rrrr undcr IIle ()\\'ncrslrip ()r c()n
lr()l ()l n):ri()r nruniciPulities. Iltus.
rnrrr. h ol (ihin:r s rclirrnt ellirrt rr ill
lr.rrc t,' lrt illll'l(nrrnl('d,rl llk' l)r0vil]-
ciel rrnrl rntrnicilr:tl lcrelr. \'ct lt,crrl
il)\(rnnr('nls nuv be rcsistent t() rt-
l(}rrrs tlt:rt gcnerirtr uncrDl)lr)\'trl( nl
rrorl rcrtrotc sociel ucll:trc I)r'()\'ir'i()ns
lrt,forc rcpllr,. crncnl inslitLltir)ns urc
r(r(lv t() tJkc ()\'cr lhcsc kc1 lirn<tiorrs

lr

1,2

lo

t1

()

TABLE I
S'rar!:-(rr/N!:D ENTERPRISE koFITs, BoRR(rwIN(;, ANI) lNvEsrMEN"r As A SttaRr ()l GDP

PFr(.EN"r ()r (;DP
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ll"it h o cotrt bi nat io t t

ol' s t tlterktr q tnl it.1'

pruxlttcts ttttcl lrtter cctsls.

rtott -Stula .firnts
lt a t,c s t a rr d i l.l, expr,t r t cl ec I

their ntnrket share ut tlte

e.\f )cnse r/'SOl^s.

I Hi8hly leveraged companies ll(j
!tirrin!l in rlrc nri(l-l9sos. tlrc ceotlirl
1.1( )\'(.[rI( nt rouglrt to rcrluec lransli r-s

lr'onr tlrt lrrrrl8ct l)\' cnc()trr:lrrinlr Sllllc
( tCII)t|,Cs t() l)()rr()\\' IrorD l>ltokt.
'Ilris lrrrcl :rr.lrr'lsc conser.prcnr'er lirr llt<'
lltnks, lrtrt :tlso Icli r'orttpenies s'itlr
(l(l)t l1) f(gi\l(r!(l <apital lutios ol
ntrttlt J:1. i\lrr,.lr likc thc pfohlrnr t'n
r'orrrrlctcrl I)\ c()r'l)()rxti()ns in S()utlr
Kor'r..lr llrsl f(lrr. tllis sitLl.lti()n a\ln,s(,(l
S()[s li) ll)( r'is( in i,]l(]rl'st Iirlcs llr.ll
l(x)k l)lr(( in 199.r'r)i.
! krwcr productlvity and deterlo-
ratlng pcrformance 5rrr, ( rlr(' I(girl
rlrlll i,l ('llln,r'. ( (1,rlr)r)lr( r( li,rr)l rrtr-

ti;llir( s in thc li[e t9'{)s rrn<l curlt'
I 9t]0s. Stirlc-( )\\-nccl incltrstriel cntc.r"
priscs huvr: lree'n ceught lrclttcr.rt
a(n l)(1ili()n in the n)ilrkctplx(c. Jn(l
u{)\'cr,rnrcnl or;rndatcs to pro|idt, r'ru-
cllr'-1o-grar't' sccu rily l()r cntploycr's
lln(l un(lcnlkc specific invcsl,I(nts. A
lrtr rc:r rrctr tizccl svstem o[ nllnirgcr)rcnl
xn(l pr()(lucti()n elso hls resrrltcrl in

Ptxrr inlernal in('cnti\-es. Mxnrgerllenl
hlrs l:u.kccl lirll elrtononrv in Nilllc sct-
tlrH. llirirll.l. lrri(',n9. r,rl)ul s,,trlcirtF.
rrn(l in\'cstnt(nt. v'.rges hirvc nr)l r('
ll(.(tc(l pr()(lu(tivitt'. lrncl n<rr-t'lr.ilr
lTcncltts in tltc lirrm of ltou:ing. cclrr-
(llti(),'1. Jn(l ()tlrcr s()cixl s'cl[arc scr'
r'iccs ltarc rrcarlv cqrr:rlctl tlt( rlrl(r( ()l-

r)nn'r({:rn \\'ngcs. On th( (,tlicr hlrn(1.

llllnilg('rs llrtc lratl no lr<'c<xrntlrlrilitt'
l( ) slille ( )\\'uljts.

sinrilxrl\'. Ihe luck of r b:rnkruPtr.r'
llrr(:ll Jn(l e:rs)'lrc(css t() [in:ln(('
tlrrough tlrc (lirc(1!-d (rc(lit s!stc0)
Iurvr. provirk,rl seak cxternal inr't.rr-
tiv('\ t() iml)r(,!r prr 'fit.rlrrlrt1 . llrt irr-
r.cstucnl ancl r'reclit plarr, thc s'c:rk fi-
rr:rrtr Itl :.t'stt rtt. .rnLl Iriring (lrst(,rtr()n\
r,,rrrlrrrrr'rl lr' (lrxnncl \lill( (rt((rl)ri\(
in\'cstrllcnl int() xctivities with ltr$'cr
prtxlu<tiritr. Severrl stuclics lrv ccono-
Illists (;:l11' .lcfli'rson, Th(nrus lll\\'ski.
:rnrl \irxin Zhcng shou lhll Slllc cn
t(.rl)ris(.s luvc lllrd t<xel llrrtor Prrxll.r,.'

li!itv gr()$'tll (r'()nl\' 50 -5 1-)(r-r.nt o[
that ol tlrc n(nr-State scck)r.

.\t tltc srntc tirlrc. tllc g()\'crnrllcnt
ILrs lucilitltt'cl tlle rrpid gr()\\ tl1 ()l'
n()n'St:rtc cnlerpriscs. lrt [irsl ifl lllc
rrrtrl scttor to creatc oll:l':rntt tltplo,v-
Ilrcnl. iln(l nn)re recentlv in tl\r er)lcrll-
inlt l)rivxtc settor. In thc l9ll0s, rrrrirl
t()rrnslriP lrr-rcl villagc cnlerpriscs lrlrns-
lirrrrtccl tltc c((rr()lrly. rcp()rting ilnnuirl
Ha()\\1h r1rlcs ol nclrly 22 l)ercrnl l[(nr
l9llo-95 und clxinlillg r 25 pcr(ent
slrult ol inclustrial ()utput l)\ 1995.
\\'itll lllc 1990s cxnrc the risc oI the
"l)rilrllr-' sccl()r. comprisecl of intlivicl-
(r.rl ( r)l('rPfl\(\. jrlrnt st r'k (\nt)l).rni('\.
rir|lrestit l, rirrt vcnttrrt,:. .rncl lirr(i(rr.
in\'cstc(l cnlcrl)riscs.

\ itlt :t r'r,rttlrrn,rtr{)n {,1' \lrl)('rr{)t
<;rralitl proclrrcts rnd l()\\'!r- (-()sls.
Ihesc nr)n-StJtc 6rrns hlrvc slerr(lil) (,x-

P:rnrlcrl tlrcir n)xrket shllrc xl llrc (x'
l':r'rtrc ,,i stllrs 'llr( \tilt( slrrrc ,,l rrt-

tlrrslliul orrfprrl has lalltn lr-oru 7ll
prr(1nt in l97il t() .l,i pcrcenl in 199()

As nralket slurre fcll. s() (li(l slllte ct'l
ttrprisr l)r()hts. The ratc ol r(t!rrn ()n

Itxtl asscls hlLs drrppcrl l(rlr ()\cr l0
l)rr((,nl t() lrhout 5 perccnt, \cll lrc-
krs tltc ti r pcrcetlt fi)r e'ollcctivcs :rnr,l
lhc ().9 I)crccnt fi)r ioinl vcntrrrc:i. An(l
.r. pn'ltts lurvt clcrlinctl rrncl tlrr, \t:rtt'
shlrrr.ol ()rrtPrrt lrxs \\'itllljrc(1, S()li

TAI'I,F- 2
SlrBstl)tlis'!(, SOES As A SE{R ()F GDP

PriR( IiNr' ()r' (;l)P

0

I9ri- l9&9

SOTJRCE: (.7'rr.r .V.rrfuti..tl l".ttlxroh. \rrn)us issLrcs
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FOCU'

pr)fits i,r in(lusl4 rs a share ()f Gl)I']
have l:rllen by more thrn 70 perccnt
(-r(?'lxl)lc I ).

lhe dctcri()tuti()n of SOEs becanre
ircutr in 199(F97 as pnrfits .()ntinued
t() shrink 'fhr rcasons ti)r tlte nxrst rc-
ccnt dcalines. ho$'evcr, inclttde sonre
iorp()flanl chilnges lhrrl linnd t() l)ene-
lll the (c()o()rrly in lhc long run. F()r
c'xrrrrrplc , ltt rlrng rn,'rt'.rsccl tlcprc. irr-

li()n alll()u'irnccr.i t() rn()rc economically
rrl*rnablc riltcsl rcdtlced subsiclies on
cnergv, (1)lt()n.:rnd othcr inpLltsi and
inrprovecl s()( irl sccurity accounting
nlcllr()(ls Aggregrre pr<lfits dipped lt-
I()N I pcr(cnt ()l (lI)P in 1996-97. Ihe
l()\cst in lhc rclirrnr period. Tl]e pcr-
(entlgc ()l SOlis l()sing monc'\' r()se
fronr ubout 25 pcrccnt in 1992 t()
ncarl)' r0 l)rr.ent in 1996. accorcling
t(,,nr( r(('(nl \llrd! (,n ChrnJ's lrrvilti.
zali()n l)y Ilciiing cc()nomisl Cxo
Ytre nzlte ng iln(l Sllnford Llnivc.sity
profcssors Yingyi Qi:ln and []arrv
\vcingxst. lly 199(r, l)r()fits of thc St:rte

cnlcrPrisc sc(-t()r \!'cr( only tw()-tllirds
ol tlrcir lcvel thc prcvi()us year. Fl(-
l{)rv (ilpilcit)' ulilizali()n ratcs had
dippcri rr bckr*' (r0 pcrcent f<rr half of
lll Sl te plxnls.

St.ltc (ntcrprises xls() have nn)re lre-
qurntlv tlllcn l)chin(l in their dcl)t scr
vi(c. J)utting prc\srrrc ()n Ihe l)llnks.
S()nlc,20-J0 pcr(cnt of l()Jns in thc
blrnking s) stenr irae th()ughl I{) hc n()n-
pcrlirrrrting, ;rntl rnost ()l thcsc irc t()
Statr (-()nll)rni$. SOI investmcnt, t(x),
lr;rs l'lllcn, il at:t sLr*cr'pxce. 1l(nh
ll)(. (re(lil plan :rncl local authoritics
c()nlinu('(l to clircct hank res()tlrces 1()

stxtc cnterl)riscs. As a c()nseqLlencc,
rclxinc(l l)r()l'ils hlvc financecl a clc

clining shlrr ()l'totlrl inr'cstrnents, end
tlelrt lrclcl lly tlte banks hes increascd,
un(lcrnrining th( (lualitv of the banks
portlirlios Stitlc enterpriscs still c()m-
nrlncl sonrc r() pe r('cnt of creclit.
ncirrl)' t\\'i(-c tllcir shJre ()l oulPtlt.

EMtiBGlN(; PREssuREs
TO REFoRM

'l'lrc stcutly drunrl)eilt o[ State-entcr-
prisc rclirrrrr thll( li)r vcars coul<l lre
hcarcl in thc distdn(e is n()w intensify-
ing. lhc l51h Pa(y (:()ngrcss in Sep
trnrl)rr 1997 dcclarccl S()E refirrm a

strxlegi( pri()rit),. a consensual slrift
illlt{)ng thc top leadcrship thrt rvas
lutcr rlrtificrl tluring the March l99tt
\inlll \xti()nxl l)coplc s Congrcss
(\l'(:l Zltu |t,,ng;i. thc nc$' pr(nri('r.
:rnnorllrcctl xnll)iti()us ()l)ieclives to
c()nll)lclc Slxlc crttcrPrise rcf()rnrs
\\ ithin thc ncxt tllrcc )'cars.

Thcsc lnnorrncemcnts come xlllinst
e backdrop of carlier reforms. M()sl
iorp()rtrnt lras been the grxdu:11
dinrinuti()n of preferentixl access t()
subsiclizcd financial res()urces ti)r Stlllc
cntcrprises-\\'hxl ec()nomist-s call p-
plying a "harcl budget constraint l()
St:ltc enterPriscs. Subsidies thr()trgh
thc budgrt, ancl implicit subsirlics
rhr()Lrglr the finrncial system, havc
f'lllcn lrom more than 7 perccnt ()[
(;l)l' in 1987 to less than 2 perccnt in
1995 xn(l pcrhrps half that today ( sc'e
-l'eblc 2) This. t()gether with tightcr
r(HUI:ll()r\' ((,ntr',1 i,\'(r ll)c n.lli(,n'\
l).rnk\. l)r(,\id((l tlre single grcJt('\l inr-

PCnrs t() restnlcturing.
The g()\'crnnlcnt s reducli()n ()[ sul>

\idics rellccted improvcments in ll)c
lcgal hasis li)r !drrinirtering pul)lic Ii-
nirnr'cs. 'l he nati()nal bucigc-t l:rlr'.
rvhi<lr trxrk cflect in 1995. pr()hibited
llr( ('(ntrill H vcrn,rr(nl lronl rc(f ivin).1

financing from the People's B:rnk of
China (1'1i(Xl). the (entrerl hank. l,rral
govcrnrncnts l'tacl to balance thcir bLrd-

gets, ancl thc law slrictly regulatecl lo-
cirl l)()rrou,ing. [)istrict branches ()f thc
(entrxl hlnk and comrncrcial bxnks
werc no krnger all()wed Io follor- thc
r.lictates o[ maly()rs xnd g()vcrn()rs t() fi-
nlnt-r hvorc-d sOEs. and l'l]()(l

State entetprises

still commancl some

70 percent of credit,

nearly tuice tbeir

sbare of outpltt.

HARB()UR PLAZA
uoNc KoN(

EXPERIENCE THE DIFFERENCE

Hrruur rtrur uonr tconr is lo.!r.d ilonE rh. Ko*ru,n whsoro!
str. ronr vrih lniqo. .nd rF.lrcul.r vi.r! ov.rl@kins vi.bn. Hrirlour

ro*.rdr Hons Xd! lil&d .nd (h. Soulh Chiflr S.. Tl. hol.l 
^ 

enh'n

?uy tcc.lr to Hoir Koni lil.Drno..l Airpon. Hunlhoo F..r, Pi.r. Th'n

'11. hd.l hr'116 r@n!. l0l err'..d \u .t, I Htrbou Cluh Lrccurrr.

Floor. .,d 6 dtrrnct r.1r.ur.nlr. ,..lud,n! Ti.
PEn n.d. - Coft G Shor. Chos Gnll, Rob ryrkr

llprn.r. R.!l.urrni.8br Yrr H..r chinc\.
R.,rruh Pfi sro, Fu. Pub ad Tn. \rll.npo.

oth., f!.rlr!.5 ,.<ludc . f!llr..qu'ppcd Fnn.s
C.n[c, rool-top rwrmnr.g pool wilh olldoot

,3cuzr lnd.rr?nnv. m..trn8lnd lunction roons

qf1
HAITB()UR

PI.AZA

/
\, Ads s at t&, Pb. ttota* dn 3ee1t

efu*4dc!6h.'41o4'.on*lq'
fu P,u &,{ . Hfu e oq@r . llle, nu ierE. loFq, 1,4, t) . H& fu rlq loF.[r $41 rt

branches p()\!cr to cxtentl Luns trr
Statc l)ank lrranches sas rc,okccl. Nrt
crctlit to thc financiel systenr *'as rc-
cluced drlsticalll' afier 199r.

As tllc rcducli()ns in sttbsiclics harc
hcgun to bitc, the g()\'ernnlcnt llus ol1-
sct thc pain s(nnc\\'hal bv grrnting txx
cxcnlpti()ns ancl prettrcntial tux ratcs
()n inc()me. value-acldecl tlxcs. ancl
cven cLrsl()nls cluties. Thesc cxenrp-
ti()ns r(] unlikclv t() endutu, l)()$'cvrr.
lrccirusc thc hartl l,trrlgrt (r,r)i'tr.iinli\
lrrc bcing appliccl to thc nati()nal lo(l
srrb-national g()vernmenls alikc. ltntl
tllx rcvcnues irre still l()\r.

-llrrce n)alj()r initiiLtivcs a(nning ()trt
()l thc NP(; lre pxnic(rlilrlv n()tc\\()r-
thv. Ilciiing l)as recoltnized. lir\t. tltlt
the State-cnlcrprise seclor rnrrsl shrrnk

tt
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1'l'r19lt,.rr r t t t refi t r n t i t tg

(.'ltitttt s sntd II etttutf)rises

ltr ts 1tn tlrr ltl.1, beer t

tn()rc f )rofi)u d thd)t lils
aetIcr(IIl.l,bcett recogt t izt tl
i t r I Lte 1 1 1 1r,1',, r.t t ict t ta I press.

[rrnltcr. antl tllJt this re(lucti()n nust
<xcrrr' thr'orrgh ()\\ ne$ltif, relirrnts: scc-
oncl, that l:rxr[l.s nlust ()ccur: entl third.
tlr.lt ,rn.ln( i.ll rr.f,rrnr:. olr:.1 rtt,rrr' irt
lln(icnr \\ith SOE rclbrnrs. and ut urr
l<r'r. lcr'ltlrtl pucc.

Ntiv ts()RMs oF
()wNt:RsIttP

()\\'ncrshil) rctirrnrs tlatr- lxrck t<r

Novt.nrlrcr 199J, $hcn the govcrn-
rncrrl issrrccl its pilot bluc,prinl lirr rc'
lirrnr in tlrc l0 l(X) I.(X)0. t0.0(X1 pr()-
gr.rrtr. l.rl,. r lt:rl-[rrrrrctl in tlrt, gruslrint
tlr('lxmc irn(l l(tting g() th!- sn ll pro-
gt.r1t \ al)tt(tdt littUl.ri.(r. Acc()(ling t()
a rcl'xrr lrr .\ll)cn Kci(!cl ol thr \\irrkl
llJnk s llcsi(lcnI \lission in (llrin.l. ()[
llr( ltlr) l.irrr(, (, l(,rl)rl\(,:\ t lt(lst.rr irr
l99 t lirr irrrr rr'1:rotllli(m. 9.-l hrlc ll()\\'
l:rr:n incor-po(rtcrl lrntl tk her'e lrolrr'<ls
(rl (lir(('1,'r\. In('(,rl)()fxli,)n. \\lri(h irl
r'oN'cs tlte (lcvcl()l)nrent of :r clelrr tr:r-
l){)r:rlc g()\'(.ntiu't(c stnrct!lrc an(l tlans-

l,t,tr(.t11 .t((',ultlioB Irl,r((.(l(rres. is .l

l)rcrc(lr.risitc lirr' rrrore inclcpcr'tclcnt
fjrrn lrcharior. clis<ipline in invcstnlcnt
itnrl pri<irtg :,trrrtcgies. ancl rtt least
s()nrc ilss!t (li\'(.st iturcs. lUexn\\'hilc.
thc ()riginill list ()l l(X) hes cxpanclcd
t() il.l (\)rnl)Jnirs. I'hcsc 5ll fifins rl(-
(t)unl lir i3 l)crccnt ()f :rll SOE :rsscts.
nrosl rll llrr gross pr<rfits of the inclus-
triul sc(t(,r. :rncl tli perccnt o[ r.ollectctl
lx\(s. li) thcsc shotrlcl llc lrldecl thc
1.50() l.lrl.lc ntunicipallt controllccl en-
Irrpriscs Lrnclcrgr)ing sinrilar iocorl-rot lt-
ti()n. ll! .lunc 1997, 1,9ti9 ()f thcsc
lirrrrs lrar.l bcc.rr sirrrjlurly convcne<I.
anrl (rJ pcrccnt llrcl l>oarcls ol tlirec-
l()rs.

'll)c !l()\'(rnnrrnt also began in 199.1

t() (n('()ulilgc tllc lrr!,rgers ()f SOt-:s. t()
in(rcxsc tllc lrr'crage sizc Oi' firnrs.
lrr'lricvc sonrc sr'rr[' lnd n)ulli-pllrnt
cronottrits. :rtttl Pr,,ritlc .lrl xllcn).lti\(
to lrenkrtrl'llct' lirr nronerkrsing corn-
prnirs. 'li) (hlc. Clrinr hils crcl[c(l ll0
,ir(\rl) crtlcrl)riscs. t- of n'hich lrrc un-

rlcr- thc <lircr't <()ntrol of tll(' Slillc
(i)un(il. Ii)ipcricn(c ar(\ln(l thc \\1)rl(1.
Itoqcrcr, :,uggests that thcsc grotrlr
('()rnl)xrries lrave rarelv pro,-en to bc e

villl)l( \\'x\. t() reslnlcturc Stillc (.nlrr
l)Iiscs. llul it \\'ils n()l ufltil lllc r('(cnt
stLrorhle of Sorrlh Korea s clrrrr,Dr,/ colr-
gkrnrcr:rlcs lll:rt:l serk)us rleh:rtc rcs-
otltteri ilt (iltinr llxrtrt the u'isrkrrrr oI
tlris (r)trrs(. irnd rccent rel)()tls sugg(,st
tllirt,ttcrgcrs among med irr nr- lrr'rrl
llr rgr-st lr lc enterpris!'s ltlrve slou'tcl
signiti(xnll\'. ()\'nership rctirrrrrs fi rr

rnc<liunr lrntl llrrgc cornpanics are
likclr to proccecl rrorc skrs'lt' lrnrl
\\'rllr .r Fr(.llUr \.lrir'l\ .)f (,ul('(,,rr(\ lll
Iltc nailr tcrnl.

I)r()g!ess ()n relirrnring Chinl s snrrrll
entcllrrisrr\ has prolubll been rlort.
prrliruntl thrrn hes generellr l>ccn rct'
ogrtizr.cl in lhc intern.ti(r'lll lxcss. l-()-

,.lrl g,,r,.r'rrrrrr,rrt. lrt,g:rrr t.rkirru tlrt, irrr-
tixtivc li)r refirrur in 1999. un(l lllc
J)ircc :rl)peirrs to h:rT,c intcnsifictl. As
tllc l)xnking systdr strfle(l t() rc(l!(c
sul)si(lics t() SOFls. nlilrly loc:tl govcrn-
nl('nts l)cglln t() scek t(r sidestcl) 6s(lrl
rcsl)()rsil)ilit)' firr the' cntcrprises. llrc
Pr-ograrn of eraspinla tlre l:rrge :rn(l lct-
ting F() thc smell lllosecl kxrtl gor'
( rllntcrrti\ (o ('(rn\'(,rl ('()0llr.l,]|(,s i l(,
srrrkcr trxrpclrtiles. set up rnxnilg(.-
orcrrl c()ntr.rcls $itlr outsiclc firnrs. rli-
\cst \\'l)()lc or P:rrt of the equil\' ()f ln
S()l: t() r'lc\\ ir'l\'cstoas. or c\.cn scll
a(r)ll)irr'lics rnrtriglrt to lirrcign lirrrrs.

-l'lrrer ti)rnrs xc(()unt fin nn)rc thlul
lrall ol orvnr'rship clurlgcs: s!l('s t()
<krrncstic or ti)rcign irlvcst(ns ( ll l)cr'
(cnt)i (1)rp()rxtizxtion into u linritctl li-
lrl)ilitv (n' j()ir'rl st()ck c(n]rp.rn\' (ll I)er-
(cnl)t xn(l st()ck a()()pcrilti\'(s (-15

Jr( t('( nl , l j(,(' l'\ l l r 'fllc rt,sLrlt. rrr

Shlnrkrng l,r()vince xl()ne. lllrs bccr1
tll;ll i0 l)crccnt o[ snrall S()[is erc n()$
st or'k cooperlti\-esi in .liilngsLr
l)r()\'inec. rl()re thxr 80 pcrccirt llxrc
convrnccl l() suclt slructLrrcs: in llenxn
I'r()\'ir'r(c. .33 pcrcent: ilnd in .lilin
I,t(r\'it)((.. ltr I)(,t('(.nt. l.(,\\ (.tl)il.rlil.1-
li()n lLls nlJCIc it l)(rtlr elsl !fld iltlrx(-
lir'( lr, (,nt\'(11 srrr.rll St:rtc (',tt(rrlrri\(\
into cnrployce<rrvne(l c(nnpilr'rics. lirn-
pl()\'ccs c:rrl rtflirrd to ptrrcltase tlrc cn-
tcrpriscs $'itlr tl)cir o$n savings. In
s()tllc C:rr\Cs. g()\'enln1c,lls ltavc cccL'cl
o$ncrshill .lt zeft) c()st. proviclccl thlrt
tllc ,lc\\' ()\\'ncrs scn ice thcir (lcl)t.

LABoa REr,oRM
A scc{)nd rili()r ()utcome ()f thc \P(l

$.rs lhe {)mci:rl rccogniti()n lhit llrrrll.s
\\ ill l)c ncccsi'ir\'. LJI'r()r \lirrislcr I-i

ll()v()ng ilnn()un(cd thrt S()i.:s rlrr c\-

l)((1c(l l() lel Eo 8-10 0tilli()n $rrrkcrs in
tlrc nr\( J !'cilrs, nr)t inclLrcling luv()fl.s
irr ()tll(r \t:at()rs. \\'ith es ntr.rth us .lo
pclccnt of lhe SOE lirh)r lirrcc rrnpro'
rltrclirclr rrnploted. relcesc into tht ll-
hrr lirrr'c ol llrgc nrrrnlt'rs of srrrkcrs
(luring r(,structrrring n)!rst ()('( ur
'l'lroLrglt rupid luyoft,s utrkl cuusc srxiul
ur)(,\1. llr( l)nn(\s l\.rlrr.urlv irt rrrr,li,rrr
In 199r. l2 nrillfun u'orkers $crt lirr'-
l()uBlic(l 1.ri1/(1./r1g), :rn in(rersingly
conrrnon rrlricle Iirr rclcesing llrlror.
A(lr(lcrnia sua\'evs sho*' th:rt 1.1 l)c(cnl
()l S()I: \u)rkcrs in Slrilnghxi ure lllr,,ud!
rrn furLruglt. l.-l pcrcent in Shcnvtng,
Li.r,'rrtrrl l,r,,r'IIrte. .ln(l ..18 Il(.r,(.DI rn
l'uzlt()u. I'Utiln Pr()\'incc. f()rrr nrilli()n
sorkcrs hlrrr heen rcrnrgrlotctl rn
(,llrur ('rllt.rl)ti\(\-lr,,tlr \tult .rrrr.l Irr
r':rle ;rncl :ln()lhcr 2 nrillion $crc re-
lr'rtscr.l rtnd rrgistcrcrl rs uncrnpl()\'t.(1.

Ir()r otxnY uorkcrs, tlte inll):t(t ()l'
lltyrll..; lt:rs l>cen crrshionctl s(rncwlllrl
lry tIrt ir .rIrrIit1 l() r(t.rrn lll(ir ll(,u'iltg.
ln alcl(liti()n. thc govcrnnrent has sct rrlr
in(1),Dc-r)llrintenrnce pr()ldr.[Ds ir) .J00
(itics in (lhinil, rvhich gr.rarlntcc iolr
It'.s Ltr'lr.trt,,r'rrrkr'r: .r rttininluttl itl-
cttrnt ll:e g()\'ernntcnt plxtrs t() ('\
Pancl tlre pr()rrriu s to ()oo (ilic5. In
llciiinli. su[)P()rt rn]()unls t() YllX) { S.l l)
l)cr nn)ntll. F()rnrcr llinistcr ol Iinrrncc
Lrtl Zll()nr:li ttnno!tnr'ccl xl lllc \l'(:
tlllrl tlrc (cntr:ll budgcl lri(l xll()(xlr(l
Yr).r l)illi()rr (S1.1 billion) in l99tl l()
srrlrsir.lizc irsscs incurr((l l)\'S()las. l
sliglrt incrcxse ()\er tllc 1997 ligrrrc-
(;()\'crnn)cnt orge n izt,tl pr()ic(ls $'ill
russist Lricl-ofl lvorkers in lincling cnr-

I)l()\'nlcnt und cnsurc:l rlinin)unr stlln'
r.lrrr-rl ol lirilg tlrrough firrrtls ltrn cn-
t('rl)l,l\cs. tl]c g()vcrnlncnt. lrncl sor'ial
\(\ rrrilv. l:ln.ln('r:ll (l(l)irnnt(rll. \ill ln-
r-rcasr. crpcnclitrrrcs to r(krcJIe cnr'
pkr|r..r,s to j<rbs in <rtlrrr eitics iln(l pr()-
rrrlt l,'.rrr' I,r (nterl)rt:.r.s lt.t\Illl{
trotrlrlc rnccting pavrrlls.

L:rlxr rrnrest is noncllrclcss lr rclrl
(rn1(rln li)r scni()r P( )li( vnlil kcrs. \\'ill)
rt'lirrrrs. thc t'rosion of Iltc lxl)()r nrl(.s
Ir ll.l \\1'tk(r. tr, il l).rfli(ulitr rrUrk t rit
(././,ixt,l) ll:ls iIrl][rr]n1e(l lllc [)r()l)lcnl
ol'rrn rrrl.lrrn I)oating populetion. lin
lcrprisc rekrrru trnclerscorcs llr( (ruLixl
ncctl to c ttltlc e ncrv srirrl s:rli{v rr({
l(, r('l)lx(r' lhc r/drlr'.,i s\'slcnr. llcl)()ns
ol urrr'kcr tlrmonstratir:ns srrrticc sprr-
lrclitlllv irr Chincse nc\\'sl)lrl)crs. ln
sPring l9()', $rrrkcrs in \lnclrong.
:i(lrLl.rr I'n,\lrl(q l(x)k (r\( r lll( ( rl\
cr.rtt(r lirr rtt()rc tlliln a cl:rv to clcnlrncl
lr:tr k Ir.tr'. L\ cntuxll\'. :l)c( iJl l)lnk
r'rr.'rlils s'r're arr:tngctl. ll:lrli(]r in lhc
\'(ilf, r,lr!(l tlenronsl ral ir:ns or'orlrr'rl in
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\\irlnn
t( rl)ri\(

llrrlx i Pror incc. t() pr()lcsl en
t Lrsings.

rrgcr-.. lrrnks. iln(l lal)()r). llrking
(lllllg('s \\'illl()rl Irsing r':tltrahlc :rsst'ts
t<r insitlcr',' sill lx' ditficult. Lrtlror re-
lirnu sill ;rlso lrc chlllenging, rcncgo-
tiilti()n (ll' lili'tirnt cntplot'rrrcnt con-
lr:r(l: .rn(i r((l(:rgn {), .,,ci.tl rrr'llrrrI
inslilLrions rnus( l)! han(lle(l \\'ith ('xr(
as u'cll us rr.solulencss. All of tlris
nlusl l)c c(x)t(lin.ltccl rr-itlt lt cotnlller
r'cli)rnl ()l'rr rvtlrk finenci:tl s\,stc11) ill-

1>r't plrr-c<l lirr tlrc l)rcssrlrcs of lt tnlrrkct
t'cononrv lirsl inlcgrirling \\'itlr gl()l):ll
firrllrr'c.

\lc:rrrs'lrile. lhe cc()n(nrlr hls ctxrlcrl
frorrt its (}r'crhclttcr! rates ol nrorc tl)ltrt
l0 l)cr(cnt in tlrc callr 1990s l() 8.tl p.r
(cnl lirst rerrr. (;r()\uh in thc first (lurlr-

t(r (,1 l9()tl \\'xs '.1 plrcenl. Ths ccon-
{,Ilr\ r)Ir\l r | ) . l l r 1 I . I r t t . I gr. !\\ lll r.rl( r,f l-;
pcrccnl :rnnrrallt r'inll)h t() rhso r thc
nxtrr(rl in(rcrsc in lhc lxln)r li)r(c-t()
s.lv r'r()thinrl rrl lltc $'I)rkcrs thul reli)rnls
in rlr.. S()I: sr,ctor uill relcese. lf thc
crrrnorny' sltoulcl sLru oruch nr()r(. the
l 'orllrle crrnclitions in Iitb(n nl1lrkrts l()
rulrsrrrlr transition;rl luyofls frorn St:rtc en-
tcrl.lriscs coLrIcl elsill clisappelr :tncl
(hrnl)cn rcli )rrll.

Sllrggislr (l()orcstic dcman(l ;rn(l il
stcldily q'rrrscrring ()ull(x)k in .J:lp:rn.
r;r'rc ol (-lrin;Ls nlxin tmding prnncrs.
hlnc 1,)rrt oratrrtc<)n(nlli(' p()lic\- (,n :r

<rrlliril)n rrrrrrse \\'itll mcdiunr-lcrnl rc-
l(nrll ()l)i(\ti\('\ \r,rtrc rtl:r('r{)(\,,n{ntli('
slin)ulitti()n is nccessllq t() prcYc!]I ll)c
c(()n()nrv lronr falling thr()Llgh thc
ltxrr rrl en il((cptitl)lc gro\\'th l) n(1.

lrut l(x)scning nriL('r()ec()n(nni( p()lic,v

Drirl'Plovitle res()urces t() lhc vcr)'

D r: Br R !:s-I R tjcr(iR I NG
In .r(l(lili(nr to retlucins SOEs lelrrrr'

lirrtt's. tlrt' g{)\crnnr(nl hxs Jll()(rte(l
;rlror.rt \'.ttt l)illi()r) (S l.t] l)illr()n) t() rc-
rlutt'S()ll liirl)ilitics ()11 k)p ()f tlrc \().i
l)illi()n ($l.l billion) ulrcecll' cur-
nr;rlkt,rl lirr S()ll l()sscs. Whilc this llxs
tllkrn vrri()(ls li rrrrrs-fi nlrncing l)irnk-
rul)l(i(s, llll()wing ttlr'tgcrs lLr'tcl leyol'li.
of rccltrcinrt inte r( st ( llirrgtls-lllc nlx_

i()ritI r,l lh( lirnr.lr \\'erc Lrsecl to cor't-
rt.n b:rnk clt'lrt l() c(luit\.

-,\t tllc \:lnc tirnc. thc !l()\'crnnrcnt
h:rs lrtgtrn il l)r(,l.lrrlr)l to rcr'aPitalizc
tlrc lrrrrks. slriclr $ill in(ludc l Y2-0
l)illi('n (SJJ l)illi()n) spc(ixl issLrc ()l
'lir':rrrrrr I'('rtrls lr' \lr(nBlllrn Ill( r'.ll)r.
t;rl b:rsc ol tl)c Ii)rrr Stxtc<)\\'ncd (-(rn-
nrcrciul lrrnks-tltc Agri( Lrlturltl I}lnk
,)l (.lrin.r, Ilr( ll.llrk l (.lttnrr, t.ltin.r
(itnsttrl(ti()l] l]enk. rrltrl the lndLrslrirl
runcl (irnrmtrcial l}rnk of Chin:r.'Ilrc
l)r()(cc(ls \\'ill lt ttsc<l to incrclse tltc
lr,rnkr' r.rPit.rl .rrl,..r;rr:tr r r:rtr, r.. 1 ltrs i.
linktr.l to ir r((ltrati()n in rcscrt'c rc-
(l(rir( n)(nls, lrnrl. lo gulrrtl ltgainst
slurks to tl)c nxnrctxn sYslertl. r rc-
pll\'Il)cnl ()l ((nlrrn('r(-iill brtnk Lrlr'ts t<r

Ih('(cnlr:rl lrank..\t thc enr.l o[.lunc
19t)1. totlrl rrscn'cs ( rc<lLrircd rescn'cs

Irlrr. r'rr'r'.s rr'.trrtst ltc l:r tltc li,rrr
slxtr rrnllnr(r('i:ll blnks :tmor.tntccl trr
Yl trilli()n (SIJJ hilln,n). {)r I5 psrccnt
r)l tllcir l(nxl rrssets.

()l l)crlllrl)s grclltcr irtrp()rllilcc t()
tlrt, lrenks lrculth. hoqcver. is tlrc
lrrlol'rtion ol' il n(]\\' l():tn clltssificilti(rr
syst(nr. 'l llis uill :tllot thc (eolral
llrnk to tlrrssilv lrank krtns hv risk.
'llrc ne$ sYsrrfi rliriclcs krans into flrc
L illcg( )ri('si n()[n]xl. \Pt( ixl-nlcnti()nc(l.
srrlr-rluntlar-rl. rkttlrtlirl. antl Lrss-to-hc-
\\ riu('n-,'ll l'rolrr.r kr,rn r I.r..ili. .rIiorr
.rntl [rrorisioninq rvill lrrlp p:nt tltc
s'lrv lirr a ntrrlcr'n svstcm of lrrttclcn-
lilrl rcguLrti()n.'llrt' lirrnt:tl :ll)xn(l()n-
n)cn( ()l tllc c'rcrlit Plltn ()n .Jxnu:in' I
()t this !'('irr. lrncl thc urrrent devekrp-
rncnt of lr cxl)ilcill l() supen'isc l)irnks.
ilrc tlle Iinlll l)ic((s in llle n1()siic ()l
b:rnk strltcn'ision.

\vTNNTNG Tlt !: RAcE
WT IH GLoBALIZATION

'lhe roatl ultclcl sill n()t I)c cils\'.
()\\ ner:,hil) rrlirrnr. rspe'cialll ol tltr:
llrrgc enlr'tpriscs. irrtohes tltc lltott'tt
cc()n()ori(' prolrlcnts of reconciling
rorrllirtirrg rrrrrt,l.rttr :rntl torttlittitrB
slJkclr()l(l(r inlcresls {illlt()t'tg g()\'cnl-
nlctll ()rgirni,, slitlc-rntcrprise trltn-

l.t x tst' t t i t t,q,t t 4 c roec ot lo tn i c

lx i ic.t' t r t cr.t' p x tt' i tlc

res() rcas kt tltc t'en' s()1,^s

tl.tc.rt tlte gouet'n nten l l:rds

stu n )ed to ittdtrce rafi)rnt .

S()l::' tltrrl tl)c g()\'crnrDent hlts sllrr1'ttl
trr intlrrcc rtlirr'rn. L<xrstr tr,.clil r'lt:rn
nr. lr'<l tlrrough u Irrnking st'stent
hlrll's'el lrcls'ccn plxn xnd nrlrkcl Jn(l
r'r()t \'(.t (xl)lll)lc ()f c\rlurling (rc(lit
r-isk is likclv to cntl rrp in tlrc slrttc
Prxrrlr Pcrlirrnring S()Es ()l thc I)isl.
I r.(.rl l)r,li(\ \v,rul(l l)c.t I'tttcr rlt,'i.,'
lrut t'clrrs ol' in!'eslnrent rest[lint llrlvc
ilriccl rrgr thc piPclinc of grxrl pttblic

I)r()j(\'ls, l!r(1, in .lny citsc. rrllrI in\{)lv(]
rrnucccptalrlc lxgs. tlsing thc cx(hlngc
rilt( l() slinrulxtc is thc lcxst cftc(1ivc
inslnrn('nl lrtr-rtrrse i( r,'rrrtkl onlt tttt-
clcrrrint tltc c([lidcn(c ol ltouscholcls
it tly,r rttrttttttlti s.tr ing.i. c sP'r.int
ll)!, irlr(.1(l\ tulncrtblc ltanks to rtn-
D((rs!ln'risks lln(l inlcrnirt i{ rn:t I lttcs-
\Ur(\ \ut( lr, ('(,rl)c lf.rlll lll()trr)linll
tr:rtl,.' srrrgrlr.rst's.

\\'innrng tlr(, r.l(q \\rllr Sl('ll.tlrzJIron
rvill Ptrt t() thc tcst xll thr c()nsi(lcrxl)l(
skill tlrc (llrincse ec()n()nlic lc;rclclshilr
(lln n)ustcr. IIle rilce is likclt to lrc
l()nl.{. \\'itll unplc'clictahle t\\'isrs :tn(l
trrr).. ft-

Youn UrRruar PnnrrrR til GHtilA
GllOWAY. , Sin"-,\ merican .ir)iDt \ rnl u rc a(l\ isr)r] conrpanl. has been callcd
"Our Yirltlal Part0er" b) our cli(lrts. \\'ith (he str(,[gtst background ilntl
rclntion ncl in China. uc pr(,!idt tr)u $ilh (,ur scrricc ptckrge for crstting it
((,rnplrt( operatiDg cnvironment. rl(,t onlt bt a<lrising hut also bl'trl:(uting:

> Seeking Commercial Opportunities
>_ Finding and Structuring Business Partners
:- Relationship creating and maintenance
i- Purchasing or Building Property
!- Human Resource
:- Merger and Acquisition

MR. ZHEN QrN AN

TEL: (86-755) 2t 9-0146

r,

Entry Strategy
Feasibility Study
Establishinq and Begistering
Management in lnitial Stage
BMB Fioancing Affairs

For further inJormqlion, plesse co tacl:

Snrrzn-r Grownv Aourssns Go., Lto., Gltrn

DrsEcton & GENERAL MANAGEF (SHENZHEN, CHTNA)

Fu: (86-755) 2t 9-0140
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ln China

FOCUS

(,tie R. (.trltt,ttt't

omes
yoft'rt rict-A

stntctures
exists.for

,foreign
inuestors

interested in
mergerc and
acquisitions

in Cbina

Itc rcr'cnlly lutr.totrnccrl ntcg:l - nlcrl-lcfs ol- l)a imler'- llcrr z rr'itlr
(lhlt,slcr', Oiticorpr'Citiha r.r k uitlr thc'lllrvelcrs (irorrp Int.. :Lnrl

I}rrrkArntritu Corp. u ith N:rtionsll:rnk. huve driven u'orlclu irlc
nrer.gr-'r-:r nrl-et cltrisition (\l&A) rrctir itr to ncs hcislrts. 'l'lrcsc lrncl

()ther irnn()uncccl Nlc\A transactions :rrc ccnilin t() ptrsh this vcar flrr lrc-
yonrl l9t):s rccorcl-breaking levcl ol Sl.(l trillion in aggregate r.alrrc of
suclr trunsacti()ns. China has not llecn lefi oLrt of this \lc\A fienzt. and it
slt<>ulcl r'onre us rto sury>rise thlt -Nl.\A Itas beconre :r buzzn r>rcl thcrc us

u ell. lnrlecrl. thc I)RC lias erncrgccl ls a key' l)xnicipxl.lt in. if recent urrir':tl
t(). tllc intcrnetional M&A ficlcl.

Il,\( ri' i () BA\rcs

Vlut cx:rrtl1, is Nl&A .nd rlts it lcally r'x-
ist in (ll)inx'1 Wlrilc the lern) l\l&,A r(tcrs
gcncritllll t{) ilnl c()ml)inilti{)n oI tr(o or
rrrorr. lrusinr.ss cnlcrl)riscs.:r "ntergcr" lntl an
'':l((lui\ili()n urc t$rr clislinctlr' <lilli,rcnt lcgul
trrrn\:l.li()n\ in nliln\ jLtrisdi(1i()ns. intlrrcling
tlrt, I nrtttl \l:rl(\-.rn(l (:hinll. .{r) '.1('(l r.i-
li(nr" (Jrrrrgor/) c:rn llc clcllnttl us thc ptrr'
cltest ht one cc(nn,rlli( cntitv ol'rll or ;>ln
,rl tlrc .lr.rrcs,'r .l\\ct\ (,1' .urotltcr trr,lrr, rrr.'

(rrli1\'. li(nh c(r)n()rlri(' cnlilic\ sur-\'ir( Jliur
tlrt lrtrr. lr.rst .\ "n)( rH( r" t I't l)it.q t,t
iidrbin!!), ()n rhc (nhcr ltancl, is thc lcgll
corttlrinalir:n ol- l\\rr cliscrctr:, cc( r'r xni( (nti-
li(,s in \\'lri( h onl) (xrc cntit, srrnivcs lnrl us-
sttrttcs, bv rrltrution rrf hr','. :rll thc:rsscts lrncl

liubilitir.,s rrl lrr rth cntitirs.
ln r[:rckrltrl cc()n(n]rics likc tlrorc of tlrc

t'nit((l St:rtcs lnrl sortrc Erlr()peln xn(l r\\iJn
(1)uotri(s. \l&.\ lrrrniil(ti(nls (irn Jssur)l( nttr-
i:rrl lirrnrs. In thr I oitc(l St.ll(s. lirr c\irrDpL,.
iln ;r((l(risitirnr coulcl t:rkc thc firrnr ol'lr prrr-
chlrsc rrl' lr txrtiet c(nnp:ln\'s lsscts \\itll (.itllcr
clt.h rrr sltrtrcsr lt cush purclllrse ol sllirrcs in
lhc tergct: rr punhlrse ol shrr.-s in tll( turg(]t
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(.i )k, R. (,:.q )(, I t' j'
(.n @bdht,r,k't .t)t ) is lt

l)dt1tk| tl ll.)L'

i)ttt lktt nktl lau'.lin o/'
llakr\' a- ,llc Kt,rtzit, i

Iltt,1!1Kt),1,4 llris dtticl! is
hds(d ()tt th( dutlJt), s b{)ok

A (iuirlclxx:k I() \lcrgers
& r\((luisiti(nrs in (lltinr.
7'lr! dlth L,.tprt\sa's hi:;

tl.)/lllk\ k) h1b l.?t!;roN fit-
his |cst'drc h dssisktttLc i,t

lrrqttr'.tIk tl' lhir d,ticlL,.

A poprrlul tlrll('l lin ti)rcign dirtct invcst-
cnl ()v(f tlrt Plrsl clccaclc rncl a lrrrll,

(lhin:r's iDv(.slr)lcnl (.nvir()nnrcnl is unclcrgo-
int u gr'e<lttrl tllrnsli)rrDxti(r'). Vilh tlrc I'll(:
invcstr)rcnl (lirnrl(, rnlltrlring. hoth lirrcign
:ln(l (L,rl)(.ll( inr(\lor\' t1(((l\ Jn!l \trJlcl.li(
pl.rn. .trc tlt.rngirtg lltc rttle' g(,\crninE
lrtrsiness rclutionsltiPs h:rrc hcconrc hoth
nl()rc scltl((l rtntl soutsltat nrr:re sophisti-
cirtc(l- Jn(l llr( ar)nring t() rc:irn)l)lr thrir
(-(\rnt(q)llfl\ in ( )lllcr (r)Unltics.

Il r* \\illrin tlri' c,rr,lrrnl rD\(,\tIlr(rrt r.n\r-
ronnrcnt tlul (.h jnJ \ IlN.\ uctir itr lras ltgurr
t() gr(^\ l-:l\t Scplenrlrer's l;tll C(rlnrrunist
l)r \' (-(xrgrcsr,. \\'ith ils rnrl)lrlsis ()n Slatc
sc<lrrr rclirrrr.:lnrl tll( scl(cti()n ()l' Zllu
llongii ls I)rt,rni(r rt rh(. IIirr('h I99tl Nilli(nrill
Pc()l)lr's (i)ngr(ss. sul8csl :r nc\\' ()pcnncss

lrn(l pr:lgll)illisn), :rncl :r pr()nrisc ol everr
qrtrrtr'r l'lr'rrlrrlrtt l,,r l r'trgn rn\r\lrrr(nl ln
(;lrn.l. Illc rcillil!. rrnl,rfl([t.ll( lr i..rrrttr'-
\\lt:rl lsr: cltrrr (uli n() l)Jn:l((.r i\ likclr l()
:rl)l\'ilr l,r lr'.rn\li,flr (.llln,l ,^lrnilhl rnl,':ln
cilsr' c()unln in shirlr to tkr husiness. Ilut
ccrlx in \rslcn C r'hlr|rgus noncthelcrr
pr(rDisc {r(. tcr \l&A ( )pl)( )nrrnitic\.
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\\'ith ll)e prrrcl)xirr'\ slurcs: or sttulc <rtttr-

l)in.lion (,1 thrse tirrnrs. ]lcrgcrs. likc i('
(luisiri()ns. cxn Irt'clllctrcl s'illl shilr(\ ()r'

clslt. lllc lr.lnsJdi()n cxn ler\-c tllc pur
cllx\cr in l)lll(c. in lhr c:lsc rtl'u lirnr'ltrd
nrcrgcr: lc:rvc thc trrget in pl:tr'. in tltt'
cltst ol lt tcvr'rsc nrcrgeri ()t inv()lvc lt
sul)si(li:1ry ol th( pur(llxser nrerging $itlr
thc txrget, in thc cuse oi l tri;rngLrl:rt
rll(fl{cr.

(lhinr in 1998 tkts not vct ltrntit itll
()l thcsc lu&i\ sln(-t\rtes. l)ut ls ils nlrlrkcl
\(.('l(,r nt.rlur(\. .tll ,rl tlrv.r'l,rrrns rn-

eritlhlv sill hecorne n)orc llnriliur to
\llij\ pxrti(ip rls in thr PRC. Indcc(I.
{^'(r lllc P.r.l \(\('r:rl rc:lt\. lirrtiln rn.
rcslnlcnl in (:hinlr lrxs trken I nurttl)cr ()l

IINA li)rnls, inclrrrling tlrr rcquisitt<)r'r. l)\'
li )r(,ign - invcslc(l cnterprise (FIt:). ()t xll

ol' the lrsscts ol a going c(rlccrn (trsuilll)'

.l \t.it(-r,\rn('(1. t,'unship. rtr trrlkr'lirL
(nl(rpris('r: llr( l)ur|lt.ts( ,'l slt.trt: irt rt

listc(l (n unlislc(l l)llc r(nnpanyi ;ln(l thc
purrhxs('li(nn ()tltcr li,reiSn invcstors ol
existing inrcrcsts in l)llc rntitics

M&A'5 RT(:ENT
}tIST('RY IN CHINA

-lh(' lir\l li)rrign inlcstm(nt (lclls in
(llrinrr ttntlccl t,,lrr. Ert enlic l)r(,i(('ts rn
$hich thc plnics lirndecl ir i()inl-\cnlur(
cornpanl ancl lrrlilt l nc's t:tckrn. trstr-

lllv lirrnishcr.l \\ilh inrp()(ed Drilcllincry
ln(l c(luil)olcnl.'lirrlat. tirreign invr:st-
tc,lt is r)r()r'( likcly to consist oi lt

llrkerrrer ol il PII(: l)rrsiness lrt' :t nc$lv
cstrhlislrcrl j()inl vcnlurr, ir1 \\'hi(h tl)c
li)rrign l)lr11n(r lrus nteioritv crrntrrl. ot'

lrt .r rrlt,rllr lo11,ig11 r'rrnrd (.nl(,rl)l\(,
(\\'l:( )li)

Slr.rrc ptrrchlr:cs hlr,e llso surlucerl in

tll(. l,rr)r)\ .1\ .rn,,tlrc,r,rPti,rn li'r l,,r(.itl -

tr. .t'tkrn8 tr':lrrltrirt :ln Inl(rt'\l ln.l
I)ll(: (r)nll)xn\'. ShJrc'pLrrchxi'c trun\u(-
ti()ns lrr( n()t ertlircl\' nr$ to Chinlr: lirr'
cign invcst()rs hlrve long ltcn pcrntittetl
t() i(\prirc l] sharcs in PRc-listc(l (\),rpx
nics. In thc last lc$ ,vcurs. ltolvcvcr. ltn
.tvct'rtrc l[ts crrr(rg((l l',r l)ri\.lls ('(ltril!
clculs in rvhirir firreigncrs can pLtlchusr'
sh:rrcs tlrrough lr privlrle pllccnrcnl in un

tlli\l((l (1,,lll).ln\. .rnrl tor .tr,rtcFrr' in-
vrslrncnr l)\':,lurc r(quisili()n\ in lislcd
( r nlll)lllll('\.

'Il)( l5th l)Jfl\ Oongrcss olli<iallI
blersrcl thc inr'rcuscd use of l \\i'sttrrr'
rtvlc. r'hlrrc-issLring ('()rP()rttt \tlliclc,
knos'n:rs:r joint strrk limited a(rnp:rn!
\ !.ltfi'i .Jt )u.\kttt Ilntgs/. xlso trlnsLrl((l xs
(()nrl):lny linrit(j(l l)\'shercs) to ltolcl
Stlte-orvnerl :lsscts (.lcc p liJ). Mttnv
non-sllrrc isr'uing SIlte-owncd cnlcr-
l)ris(\ (\()lr\):rr'r'lrk'.lr t,, ('ort\1 rl lrll{,
lrint slrrk linritccl rrlnplnics. proricling

lirrr.ign inItslors \\illl ()l)l)()n(rniti('\ l()
l)u\ (lir(('tlr the .hlrcs ol :t g<,itrt ron-
((rtr \ltln)ugh it lPpcrrs. lr(nn l)ll(- ln(l
Il()n{ K()nH l)reris rcp()rt:\. lltrl Zlltl
ll()r1gii n)J\- n()t sh;!rr I)ll(l l)r(sich.trt
lilrng Tr.rttrn'. (rtllttl\ir\lll li'r,lll,,\\lnx
slltt(,-()\\'nc(l lls5els grc:lt('r lltlt()n()lllv
tlrlrlrglt tltc use of tltis lirttt. strrlt ritrtls
irrc likcly to prolilflate.

'l'hr llrst leu vtirrs xls() hir\ (: \\'il
nr'sscrl thc crncrgen(c rrl rt sttondltn
rrrurkrt tiri itlvestnrents ilr cxisling Irllis
t.'t.rl,li.ltt.Ll lrr, r'urlr rnrt.tor. in (iltrtt.r
Sornc t:rkr., thc fornr rrl tl]c ptr( llir\c ()l'

il11 inlcr(st lrr one lirrr:igrt Pilfl\ lr(nrt .rn'
()thcr. ()r l)\ tlrc li)rrign pxrtr Ii()nr th!
()riginill (lllin('sc prn\': ()r r sule liortr :r

lirrt ign prrnr buck Io citltcr tltr'(-ltintst'
I)rr-1\' ()r x lllir(l Pxn\. lntrcusinglr. th,.'

l)ur(lt.ts( xn(l sltlr of sutlt inlcr'ests takc

I)lx(c tlrr()uHtr tru!rsac(i()ns irrrrrlving tht'
tr':rnslcl ol'slti[es htlcl by :r Ikrng Kortg
()r ()llrcI r)lf.sh()rc" Itolcling conrplrnv.
'Ilrc expcricnccd 1!l&A P:rrtitiPunt \\ill
lintl rrrtlr tr.rn..rrti,)n. l,[F(,lI il](li.l,,l
grrisltulrlc llrrn crosslrrt.tlct :r(q(ri\ili()ns
irnv\\'llcrc in ll)r \\'()rld.

I-ikc l(1lui\ili(nrs. nrtrgcrs lntot'tg cltr-

nl(sli( l)ll(: .()mpxnicr h:tvc bctrtntc
(oI]rnl()nlTlrrcr. such nlcrgcr\ rtl( nrl)l
llrth kr resorc l;riling SOlis lrt rrrnrlrin'
ir)g rh(n) \\ith healthY cntcrprists. lncl
t( ) cr(:rt(. Kr)rciLn chrteln,,/'likc crrngkrltt-
cftrt(s. rvlrich Chincsc 1'xrlicvrtukcrs lrc'
licvc uill cnlrhle thrrn l() (1)rrrl)({('r11()[e

clli ctir elv lglinst foreign c()lrtl)ctil()rs
l)oth ul lronrr. und il)r()lrd l\lcrgrls tli
r('('lll in\ ()l\ inH ti)r(ign c()nlprni(s.rrc
*rill nor Prssrb[.in (.lrrn.l. l\rt J\ li,r(iBn
in\(i.l{)r. .cLk l(' r('\lnr('lrrr( llr(lr (\r.l-
ing l)lt(: hol(lings. thc.c hl\'( l)c(n J

gr()\\'ing numher ()f nlcrglrs ()l l'llis. 'lllc
lhtnr, r 'l' ,lt(.l.lll.ntrrg( r\ r,llt\i(lc ,,1' (.lrrrl.r.

lll()tc()\'cr. clit\lttcs sotuc lonsrlidlll()n ()l

tlr('lrergcr p.rflir\ cnlrti('\ \\illrirl ( I I).r.

Orer !lte pctst sct'cr( t I

.l'e1//5. .f ()rcig,t ittt'i.rlntc)tt

itt Cbittu ltcts tttkctt tt

,ut tlt ber (l M& A.l ( ) ruts.

lrssels ()f \\ hi(ll inal(r(l(' llrr inl('r(\l in :l

c()D)l)rlil\, ()f c()lrl)Jlri(s r(gislrr((l in
t.lrDt,r. Tltr' \.lrii\r. llN.\ \(('It.lfr,'\ l),,\\l
l)lc in (.1)in:r irrtlurle tltt'lirlLrsingr
I Asset purchase l)ll(. l.r\\ {rr,r(rrll\
clts nol prrttril lllr'x((l!tisiti()tt ()l ll (h!
nlcstia c(nnpxnt'\ urscls lrt :r li)r(igtr (n-
tit\, tlnlcss the lirrrign actltri|tI ltrs tst:tl>
lishetl (rrr c{ )naurr(nt l\ cstltlrlislrc,i):t
rcgi.tLI((l llrus(rt(('itl ('ltrnir. in llr( li'rrll
,'l r'llhur xn c(ltrrl\',, (1x,lx'r:,li\(' i',itlt
\.rn(utc. lr \\'lj()!l or'. rr()r( rcc(nll\'. ir

tinr)r sl(s'k Ii[]irc(l ri,I)l),Ur!. ln .l(l(lilxrl
lo lhc rrsl)((Ii\,c Picrcs ol lcgislution tllrtt
.lPI)lv lo i(,inl \'c lllrt.r Jn(l \\'Folis.
th(sc cnliticJ llre lh('()r(li(.lll\ srrl)icfl tr)
lhc rclcvJnt pr(^ isi()n\ ()l llt( (inr)lxnv
l-ut. shiclr al:o gotcrn lll( (st:ll)li\l)
nlcnl;ln(l (I)rrilti(xr ()l lirirlt j'n)(k lirnils(l
r',,rlrpilnl(\. Tltr' (.rrrttP:tnr l..rs .trlr(t-
l.rtr'.. lr,,rrcvcr. tlt.tt tltr'r,.' tll( l)r,^isi,rl\
ol lcgisllti()n go\'(rning cr(h l\?c ()l I:lli
rurc clilllrent trorr tlrosc ()f thc (inrl)irn\'
l,ul'. thc lur','s xn(l rcgullrti(nls spccilicallr
tcluling to thc |1li \\ill l)rcvilil.

(icnerelh. xssrl :r(([risili()trs {)l ()hi-
r'rcs( tlllgets nr(rst lx llril(l( lhr()rgh J

I'll(.-rc).ti.l('rq(l lilI in trlrrtlr ll]( ,itr('rgn
in|cst()r ()\\'fls rt lcilst J .li l)(I('cnl inl(r
csr. llur in hlc 199-. rh( Shirngluri I]lu-
ni(ilxl g()\'crnnr(nt isstrsrl llrr' Sevtrtl
()l)ini(11s ()n l)nrrrrrting ()l)c ing to lhc
(\rtsiclc \\irrlcl xn(l l:\lcn(ling tlrt l sc of
Ii)rcign lnvestnlcnt, shich pcrtrit lirr-
cign i,1\esk)rs tr) xa(ltrir( rtsr'(l\ ()l- rl (l()_
nrcsti( entcrPrisc thr{)(rglr lrn in\'('slnr(nt
vclriclc in utich thcl'lroltl le'ss tltln 25

I)cr(cnt. Though tlris Prrlitt':tPPlies onll
in Shxrlghili, il n11l! crcnttrrrllY l)c (\-
ttntlecl throrrglrorrt lll( c'r \rntD'.

All tlirect ruluisirion lrJnsll(li()rrs lrr(
srrlrjcct ro l'ltc g{^(rnr)tcnl irl)t)r1^ill. (i-
tlrer k,(':li ()r (cntrlll. 'lhe cstltl.llirltnrc'trt of
llr( .1(rllr5llx'rr rt'lrit[ .rrt,l llr( .r((llri\rrxrll

Irt{)l(r'l llrr\t lrr' .rPPr,rrtrl l)\ h,r('t1,ln-ln-

vcstrrtertl :torl plltnning utrtlr,ritie:.. rc-
sl)c(1i\cl\. \\'hcthcr un il((luisilion ()l lh('
lrssuts of(or rcrgcr \itll) il (.llinesc lilrgcl
is pcrmissible s ill r.lelrncl in Lr,.l.lc l)itfl ()n
sl.ltc p()licies liI inclr,rstriltl clcr'tlo1.)rnr:nL

lrnrl tlre tlircctior't 0l lirrLig in!(slnl(rll.
l'll(. rcgulilti()ns clussift rrll lirteigtt inrcst-
nrcnl pr()jccls iot() li)(rr ('Jlcg()ri('s: en

Ilr tr. l)r:r(, -t'ttt t ti(, .\L ,\Nr)
It li(;l l-r\l-()RY ljR,\ Nl li\! ()R K

'Ilrc urr.l\ ol [rNs xn(l (;l]incsc rcguLr-
lir)ns g()\'erning lU&A trxns.rcll()ns is cx-
prnding rrpidl\'.'Ihc aPplicrtlrlc lrtu. lrrr
:r givcn r.lc;rl uill dcpcnrl rln lr()\\ lllc
(l('.ll r\ \lrrr(luIC(l ln 8( n(r:ll. .l( iltll\i.
ti()ns ((nnnr()n in tlrr Cllin(Jc \llil nlxr-
kcl t(dx\- t:lkc onc o[ ttlr: tirrnts. In tltt
'tlirt'rt .rrt;trisitr,'n \lrll(ltlr('. .t li'r( i8n
in\rst()r cilllcr pu('hxsrs xsscts lllr)lrgll
l (-()rnl)iln\' registererl ir't (.hin.l, ()r (li-
r((ll! l)trr(ll.l\(i.lt.rrcs rr,r.rn lrllr'rL'*l irl

lh( r(!listertd crpit:ll) in x listc(l ()r un-
listcrl crrnrp:rny registcrcd io (:l)in:r. ln
ilrt 'iltdire(1 t(quisili{)n s(rtt(1(trc. x lin!
('rSn Inrrrl)il\ur J('qtrrr(. llx .ilt.ttt'' trt .t

nrrn-l,ll(. oltshore hrrltling <rrrrp;trrr'. tlrc
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(,i t t t t1 rcl led l't.1'.fi u cn tc iu I

( ) r .sl ft t I c!-li c i n tpetzt t i t,c.s,

.li t rci,q t i t t t'csktlrs u,i I lt

lrt,t'ir tt rsll' establishad lllis
itt (,'hitttt are itrcreusittgl.l'

1 tt t tst r i t t g e.\*i t st t'dlellics.

rrrttr:rgcr.l. Perrrtitlctl.,cstri(Ic(1. Jn(l l)r)
hilritul 'lhc (;uidin.q Cirlrl{)guc l()r li,r-
tign lnr(stntcr)l in Incluslr\ (lll( (ljrlir

LrgLrt.). tirst issucrl in I995 rrnrl (r'cntlr
lnrr'ntlctl :rncl efli,rti, c.lanttrn l. lists thr..

vJri()rrs in(lustdcs in $ti(h li)rcilln io\c\t-
rrl(nt is cnrrrurrgcr.l. !(.stri(t(d, ()r l)r()llil)-
|tr,d (s,(,'ll.)( (.l|ll, luurch-Al)ril 1998, l). r)
I Purchase of registered capltal ln an
FIE ti,rllrclltrl lrr fin,rnr i.rl ,'r \tr.rt(gi(
flII)(r:lri\(.. lin(illl) i,l\r'.1,,r. \\ill) l)r(\i
,,rr.lr t.t.rlrlrrltrrl lrll'.: in (.1) t:r.r'( rn.

crcusingl\, l)ur\uing c\it .trxt(gics. ln
nh)sl .Js('s. tlr( solc optirrn is to srll tltc
rcgistt rt.cl tlrpit:rl ill the (,rtit\'. uilll(.r't()
onr. ol the ()tllcr r(luir\ lroklcr: in the

i()ir)l rcrllul( (il lhc ilr\cslrlr(Dl is tlrr()ugll
.r i()inl \(nlrlr(,) (n l() lr lhiRl Plrny.

I llL \r'\ (1,r1 I.l( gullrli,,ns r r' llrr' \lini\l,\
(,l l'rn(ign'li:r(lc xnd [ic(rnnni( (i(J()l)(rr-

ri,,n Ill( )l"l l ( | .rn.l rh, lt.rtc A(lnri i\rr:r.
tion lirr lncltrstn xn(l C(mrn)rr(t] lS,\l(ll
(i)nc(.ming (.llxngcs irl lilui(\' lnl('rcst ol
lnv(st()rs in li)rciI{r1 Investr]rcnl l:nt(,r-

l)ris(5 (tl)r' liIrit\ (]hxngc Il(glrlirti(nr\).
r(k)l)t(,(l in \l:l\ 199-. rel)rescnl lllc l)ll(l
l.I)\'rrnI]lcnl's ullcnrPl t() x(l(lrcss lhis l\ Ix-
(,1'\lliA tr:rnsJ.tir11. In lirr.t. rDLrtlr ol rlrc
(,,nr(1I (,1- rlr(. Iiluir\ (:lt.rnS(, Rt.gtrl.rtiorr.
is ll()t rx.\\'. hLrt rrflcrs nrorr specitiL grriLl-

irrlc( 0n llrc lrPprovlrl prrxcss lnd rr'-
(llrrr('rrr( rrt\. .l\ \\(ll :r\ .t.hlrtrr,rt:rl rr'.tri,,
lions. li)r c\iu)rplc. thc Ii(luit\' (lh:llrg(
ll('guIrl()ns stil)ul.rlc tllilt ]\,1()lil l:(. I][rst
rrpprx'c tltc uluitv sulc fnrnr Ilre (ilrin'.,st,

I)irrtv tr) il li)rci!ln l)lrn\ in x ir)int rrlllur(
il'. .r. .r l rtrvr lrrt rtr c ol tlx' l, rrciHn lr.rnr 

''
pttrchlr:'c. thc i()inl lcntrlrc sotrlcl lrc
rr,ttvcntrl tttk,.l \\li()[ lo lrr't trtrhr.tn rrt

rrlrith tlrt'cstrblislrr:rcnl ()l ir \\l'()l: i\ r(
\tri,l(\1. Ilr( lilrrrr\ (.lrJng(, Il(grrlrrtiorr.
,lr.rrlr pr',,lrilrrt Ilt( itSgr(S.rt( (,lsrt\
sllrrc lrt'U lr1 lirrcign invcstors to llll llt'
l()\\ li l)t.rar'nt ol registcr'r:rl clrIitltl
tlrrorrglt srrclr;ln ilc(luisili()n. rrnlcss lrll rrl

tlrc lolcign p:r11ys inlcrcsl is to Ix, uc'
tlrrirr-,cl l11'thc (:llin(,sc pun\'. Ol punitrrlur
rlllP,,11.lrli(' l,r lDrr'rEn rrl\,c.l rs .lrlltrrfin!
rrn int(rcsl in ln lrlli through un ollilrrrrc

rlrrrgcr r\ x I)r()\'isi(nr tllirt il ll)c ()lll(r
l)rnics (\r)(h :rs the (lllin('.(. l)irfl\ l()r
\\h(nn tltis rigltt is olliourlr intr.,rrr.i..rlt
()lri('(r. tllc ljlll xl! l)l\c I(' lx li(lui(lxte(1.
'I l1( liluit\ (lhJngc llcgulirti(nrs (l{} n()t
irl)l)l\ tr) i()tlt strrk linrrtcrl ((nr)l)1,1i(s.

I Share purchase transaction \\'ill)
Ilr )l-l[(:s l9t)i l'r,,\r\r(,nrrl lt,SUl:rri,,r].
on Ser'clitl IssLrcs (intacrning lhc listlll)-
lishnrcnt ()f .l()iilt Sn)(k l-iulitc(l (i)l)ll);r-
rrir's rrrtlr I',rrci).ln In\1\tr]rcnt (tlrc I'n^'l-
si( )nrr I l{rgul:ttiolts). (.ltints( lrr$'no$'
rrPlicitlv rllo$'s li)r(ign in\(.st()rs l() :1.

rluiIc rh:rrc's in ll l)R(: a{)nlpxnr (()lll(.r
lhirn xs l prrssi\'e li .hurcholcltrt ln :r

sltrrrc 1,)urt'hasc trlrns.rali()n. tlr(. tlrrgct
(1nl)Pirn| trlil\. lx u listr'tl ()r un unlist((l
ioiIlt \t,\k lirlir(,(l ir,|l)lr:rr]\. .\ l,r(,r8n
in\'(sl()r rrlxv cilhcr ur.'r1Lrirt. llt(. \ll:rr(.s
fronr (,\isting sharclroltlcls, rrPitlrllt' u

Ito iltg coutpenr set up tr lrr:lti Strtc-
otr nc'rl sllrrrs (n xn()lh(r Olrincsr' lcgltl
pr'r'son ltol<ling leglrl person slIrrr.,s. or
il((ltlirc newlv issurrl shrtrcr rlir'cr.tlI
lrorr tlrr' l,rint \tr,(k lintil((l (,ull)irl\

.\\ ( (,rrlrnS I'r ,)lii, i,rl I'l{(. \t,rti.rr(\
(.ltinu lrus:rlntost tl nrillion inrltrstrial rn-
tcq)ris(,. ()f \\ticlr 9.01I)-lJ.(Ix) l):l(l I\'(.,r
, rrg:rnrzr'rl .r'. ' 

n r , 'rt\ 
( r1(11 rolr,. \ll.lfr' rs.

slring j()inr st()ck lirnirc(l ronrPrrnics lrr'
tltc tncl ol l(}Xr. Of thcsc. r:nlr -t5 h:rru
i.strttl ,\ slt:trt.i,nr,nr( r,l tll( t\\1, rrr,llor
l)R(i strxk txclungcs. ll)l l)ir\( ii.suc(l ll
shirtcs. .rl(l t2 xrc (uff(ntl)' listcrl on lrn
()\'( as( irs rxchllnge (rnclLrcling IIong
h,rrrll). lirtn tllr\rglt Ilr(, l;tl) l)ill\ (,,r]-
grcss nrrv hlve irDI)licitlv r,na()lrrlrg(.(l thc
(!nr\crsi(n) ()l SoEs int{) i()iDl st{)(k lin)-
itc(l ((nnlxnics. lnci the nrrntltr ol'srrr'lt
(1)nrl):rnics is expc(te(l t{) qr{)\\'. tll( l()t:rl
ntrn)ltr ()l p()tcnli:ll slr:lr( I)Ll(llir\c lirr-
gcts is still cluitc snrrll 'llrc nurnlrt.r ol
contplctcrl dirccl shilr( dculs is cvcn
rnorc lioritc(l ( .\'.,(, 'l I l) lc ).

l)Jn (rl tllc reirs()n ti)r th( \l()N gr)\\'lll
of sh:ue prrrchlrsc lnrnsxali{)ns li(s u'illl
tlrc Ilciiini{ l,ighl llus x.(Irisili(nl in l()()5.
Slrrlcs ol'the listcrl lxrs (()orl):rn)'thrl
\\'cre inl(o(lc(l Iirr' (-hincsc, k grrl pcrsons
$r'rc sol<l t() Isuzu Ilr)t()rs (:()rl). xn(l
Ito,.ltr.r 'lracling Co. t psct \\'itll tllis rt-
Irrrlln Irv li,rrilrl (,,rrrl1,rnl(\ lt! .r(,llllr('
slturcs nol prrpcr lirr thcnr to hll[1. in
Scptcnrltr lY)5 ttrc Srxlc (.oLrnr.il issucrl
lhc \()ti(c [r(nn thc Stxt( (i)un(il (n] lhc
Su\l)cnsi()n of thc 'lr:rnslr,r rrI St.rtr..-
(]\\'nc(l Shilres enrl Lcgrl l)crson Sltrtrcs ol
I-isle(l (l()orp.nies t() Iilr(irn lnvcst()r\
(ll)( \(,li(().'fhc Notirr irnprxlrl lr ntorlr-
l()riunl orl sinrilxr l)rlrcl)rsci ()l Sl:rlc-
,,rr,tltrl 'lrtrt'' r,r l(l.ll P(1irrn slrilrr'. It
iln! lisle(l c(nnprny until r(.gul:llrrnts \\'('rc
lirrnrrrlrrterl tr) g()\'crn sLrah trilnsirLri(n)s.
No spetilir' r'cgullrtions ltlrre vtt hccn
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prr rnrulgltlcrl. Il(rl ceflirin srrbscrlr.rcnt clc'
r'rccs 1-rtovidc tl)Jl x lr()l([r ()l Stltc-
()\nctl rhlres nru| tnrn:li.r its slrur'cs kr:r
I'R(l lcg.rl ()r nltulll lx,rs()n insi([. ()r r)ut-
si(lc Chinl. l-hiclr. lrr in1Tlic1t11ln. g'yc.1-

rtrilr r.rlcs to li,rL'rgn(r. l lrt'.t rl. , rr'.'. rn-
r.lttrlc the tr'I;rrclt l()9- ()fini()n ()n
Slund.rr(lizllion ol tlrr l,lxcltist. ol Shulc
llighls l))' ll()l(lch ol' Slutc-o\\nerl SI]l[es
ir.J(rint St()ck l.il]rit((l (:()r]rplnics (rhe
Stlrtr-()$ ncd Slt.rc\ ()l)ir)i(nr). r:,srrc(l l))
lhc Stxte-()\\'nc(l A\s!,t5 llllr(ltu .tn(l thc
Sl:ltc C(nnnlissr()n li)r l{r\tnr('trrrirul thc
l:((n1rnn\'. An cxplicit r'Pt':rl ol thc mor;r-
toriuor. h()\\c\cr. \()ultl tcrt:rinlt scn-c
( hin.r \ F,li( \' intr. rr'.t. .r. $ t ll .r. tltt' itt
t(r(\l rl llr(, l,)rr,rqn \lN,\ (,,r)tn)llnrl\.

ln llle nlcxrllir]l(. li)rcign in\,(sl()rs (xn

Pttrsttc shltr't--Ptt r( hls( lt'iln u(-ti()ns
tlrrr,rrglr l:r'ir.rtc, l)l.l(c|llc I lr:l \:t('tr(,n\
rr ith unlistccl ( ()n)l)ilrlic\. l lrt Slrtc-
orvn,-tl Shlrrrs ()l)ini()n lll)l)cllrs t() r'c'
scinrl un ttnlirrlrrnrrtt polir'v corliiierl in
(ilrli!r rcgul:ltions in $hi.h tlrc h<rl<lrr
()t SlxIe-()\\'ncd shurr's is lctluirr:d to
It:rvc ;r contr()lling inl(.rc\l in il i()int
Jt()(k linlitcd cornpunt'. l-ltc Slrlc-(^\'nc(l
Shilr(s ()pini()n in\l(,:r(l l)r{)r,(l(s thlt
Jn\, rr'quirrn)( nl li)f Sl:rlc (r,nlr()l rtlusl
l>r <lctcrntincd r ilh lr,lirr..nr r, t() r(le\'xnt
r(gtrlJIi()ns. (itrrcnt regttlutions do r'trx
()tlrcnvisc I)r('saril)( Sl:rl(' a{rrtr()l c\((pt
in e ti's irI ntilit'rl intltrstlils
I lndbect acqulsitlons \Lrrl\' r'.r|lr i

vcstors in (ll)inl \ycr(. ll()ng K{)r'1g or
orer'scls (lhincse cnlrcPr'(,nlJ![s \\'l]() scl
(rl) lllcir ln\,cslr)rcrrl\ l llIr. in ( ltir).r
lllr()ulill tlong [rong or otltcr oll.slrrrrc
(()rlx)rxli()ns. srrrh lrs th{)sr,kxlltc(l in lhc
llritish virgin Isluncls. .,\s llrt.st lrusincsscs
huvc clt,T clopctl. nlirnr in\r.st()rs hxvc
s()ullhl n) rexlirc pr,,ltt bv sclling:rll or
pirn ()l lh(ir l)usinrss t() Il]lrltinllti()nil a()r-

I)()rirti(nrs. In this l\l)c ()l inr(slnr(rl. lhr
lirrc,ign invcslr rr :rc<;uircs lll(, r'l)lrrcs in lh(
lrrgcl ((nttpxn\' (illr(r (llr(('tl\' [r(nn llrc
shrtrcholclcr or lrrrrn tltc oll.slrorc conr-
pxn! in fhc lirrnr ol'nervlv isstrcrl shlrrcs.

l'R(l lil\\'n(c(l n()t g()\,rflI tll(j sxlc lrn(l
prtr'clrnse ol' sltrrr.,s ol' inrcstntcnts silh
{,ll\ll,'(, \Ilu( llr(,\-rn( lu(linll Illos( in
lft'ng K,ItA. rrttt,. tltt rl't,ri.rl ,\thtri is.
trxti\'( RrFi()n n)irinl:lin5 its o\\n ltgrtl
sr':tc,)t. Trpicrrllr'. tlr( p nics (lcsignirtc
lk,nq Konq l.rs. I nglr.lt l.rrr. ,,r \cs'
.tirrk Lr\\. _lllir 

(l( x1r)rcnlrr t il rn li)r suah

lr'Jrtr,.lcti(nrr\ is thc,r'c,lirrc (rnrr\i5lcnt \\'itll
llil\- intcrnrli()n1ll \l&A tlcul, rtnrl lroth
rL'liirl\lr (,,ufl\ ilnLI intcrl.rtrL,n.ll .rrl)rtr.r.
1i()n lrc ilvxilll)lc l() (nsur'c (llcclivrj
lcorcdirs-unlikc rriln)' (li[!(t lllnsac-
li()ns, in \\'hich l)ll(: lr\r rnust g()\'ern
rn(l ultinllte cnlirrtcrlcnl ()l xn) rcrnc-
dics rijsts \\illl tltc l)r()l)l( s (i)urt\.
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\tnlure L:l\\' xls() nlcnli()lrs nrcrgcrs. l)ut
onll in tlrc ((nrlcxl ()l l rc(lurentcnt thlt
the lxurd of dire(t()rs Lrnllninn[rsh' a(n]-
:\ent l{,:ln\ nrr.rgtr inr,rlrirrg llrc t,,rrrt
lenture. ) 'l'hr (innpllnv Lr\\'rc(luirc:\ thc
panies tl) cntcr int() nlcrucr igrc( )cnl

antc'ccl" lr1'(hc panies. ln f)d. rhis Lr[er

Pft)\'ision seems unnecessxr) lx.cluse lhc
(ill]tJ).ln\ l-rq strpuliltcs IIl.ll th(. sun.i\.-
ing c(nnplnv sttcr'ccds kr the (lxirls rnd
clchs oftlrch pxf! l() a nlcrgcr.

ancl to preplre lrlllrnct shcetr I

lisls pri()r k) rnv rllerg(r. -lller(
l.r \\(.I

rl,.'-

tailecl prrrcclurcs li)r n()til\'ing lhc nrcrg,
ing panics ('rc(lik)rs xnd J rrquircll)(nl
that tlre del)ts l)e eilher rcpri(l ()r "guxr

A Nnw lxvrsrurNT VEHTcLE
A clesirc lxrth to tlp int() thc nasccnt

capital nrarkcts.ln(i t() gain grcltcr lu-
tonornv from inlnlsive grrvernrTlcnl su-
pcn'isory ()rgans hns prompted manr'
Slutc-o$nccl cntcrpriscs (S()L:s) t() c()n-
rcrt int(, j(,int rtrxk linritt,tl c(r)rl):rnics
talso translutetl rs cornpxnics lin)itcd
l)\' shilres) r;r'cr thc past six vcJrs. 'li)
nrxnv PRC grlicynrrkcrs this "coryx)ra-

liz:rl()n_ \\':ls l nlttrrirl slcp in tlrt- c,r'rr
lutton trl rclirrnting lhc Stlltc sect()r.
l:rtc last vc:rr, thc Iith lhn\'(i,ngrcss
surrllcstcd tklr rhc "i()inr sl()(k lilllited
((),Ip.lnv rlroultl rt'phcc thc -St:ltc-

o$'nccl cnlcrprisc'(f/lrryxr 4ila) Js the
prcli.rrc(l slxtc Jssct lclliclc an(l that
thc g(x'crn r(nt could cven l)C sltisficrl
tith a nrinoritt, posilt,n in such com-
p:rnirs.

Since thc ly).{ (irmpanl Lrs, ufiich
govcrns lhr forn|lrtion ()f i()int sl()ck
lilnited c(),rtpil11ics. tolrt:rins lcw spc-
(lli( I)r()vir'i(,n. rcluting to lirrcign in-
\( \lnt(nl irt \u(lr (1,r)rl). )ic\. ll)(. \lin-
r\trv ol li,rcrNrl'lr.r,L :tnrl t(r)n()r)ri('
(ix)pcrarir)n (!l()Irl L:(l) supplcrncnted
il l)l pr(lnrulgating thc l)r()\'isional R!g-
trlalions on Scvcral lssrrcs (i)nccrning
the [.:st:rl)lisllnrrnl ()f J()inl St()ck Lim-
itcd (irmpilnics u,ith I.inci8n In\-csl-
rncnt in JJnuxn' l()()5 (tlrc Prot isi(nlxl
Reguhli(n):'). Ihc l'ror isionrl Rcgr.rla

li()rls ('rcJl('(l :l nc$' li)rcign in!'r.slnlrnt
\'(hi(lcr lhc Sin()-li)rcign i()int st()(k
linrite(l (()llll):rlr\. l nlikc t<1uitI lnd
((x)Prrxlilc i()int \'cnlurcs rncl $tollv
lirlciiln-()\rnc(l enl(rpriscs. thc Sin()-
l()rcrsn f,rnr .rrxk lintil(.d (r',lll)irnt i.
l sh:rrc'issrrirrg rchiclc nl(rrc ikin t() its
\L'slern c(xrnlcrpJns.

I rrri,r tlrr, (:rn)rl).rn\, L.r\ :rn(l l'r()\r-
si()nlrl RcgLrlations. (l(xtlcsti(: ()r f()r-
(iHn-inlcslc(l i(,rnt st()( l( linritctl corn-
pJnics cxl] bc estrrlrlishccl cilhcr b!
''sl, onsorslr ip" rrr by' sh:rrc oflb ll by
sp()ns()rshil), ltll shrrrcs nllrsl l)c :tul)-
srrilretl lirr hl tlrc cornpenl sporsors
(ol slticlt ,r()rt. thun hlll nrust h(

dolriciled in Chiru) ancl no sharcs nuv
bc" issLrecl to thc puhli(. ll by shrrc ol-
fe1 shares lnust bc issue(l k) lh( l)ul)-
Iic, but dre spons()rs nlust suhs(dl)c l()
x n)inimunr ()f J5 pcrccnl ol the rotal
sharc issuc. Ir()reign inrcstr(l cntcr'
priscs (fllis]-l)ut n()l ll()l(ling ('()rrrpl-
nics-nlx\':rct as either sl)()ns{)rs ()r
shlreholdcrs subjert to (rrt.rin lilllit;l-
tions. I nlikc I'lli ltgislulion. tlre I.r\
g()\'r,rning i()int st()(k Iinrircd (rnnpx-
nies grrnts lescr nrinoritr sltareholdcr

Pr()tecti()ns. such lrs pi)Nr'r l() bkrck
corP(rralr ll(ti(nls and sh;rrc translcrs.
Tht, Pror isional Regul lions xls(, Pcr-
mit th! (r)nlcrsi(rr of ln III'I into a

i()int {t('(k Ii,nrrc(l ('(rl]I):rn\' ll)(' r)linr-
mum rcgislcrcd cupitel rc<;rrircnrcnt tirr
the .strblishnrenr of u fr rr cign-inr estccl

ioirlr st()(k li,niled (1nr1pxn) is YJ() nril-
lion (5a.() nrillion). Significrrntlr'. lrow-
evcr, irll li)reign-inrt,stctl joint stock
ronrpxnics must l)c xl)pr()\c(l hv
['lOf lE(: in l]eijing rcg.udlcss ol the
size of thc t()tJI in\.cstrllanl.

'l'he trlnslcr oI shlrr's ir] ir i()rnt
stock limite(l c(rlpxnl D()n(tl)cl(ss rc-
tlttircs t'lt'.rrcr lcgisl.rtire grrirllnrr.. I n-
cler tlrc (irnrplnv I-as. shrr'elrol<lcrs
atrc Perorillc(l t() tr:rnsler ll)(,ir shilr(.s
'-ltccordint l() lir\\' " llut tlt(rc .rrr, lcr{
l:rss that t.xplit nh (lc.rl \\illl lnlDsli.rs,
pani(ulxrh tlrosc inrl[ ing li,rcigncn.
Il(nc()\er. Ihc polir't issrrr, ol s'lttthct
it is pcrnrissihlc t() rcll li)r(,illrrcr\
sharcs Prcviourlt- rcscr\ rd l()r S( )1.:\

lntl (.ltincsc ltgll pt'rsons lus not
l'rcen finlllr rcsoht,tl. lr (:hinl nx)\'cs
1o$!r(l elirlinxting (lillc[(.n( (s l](-
t\\'cen d(rDesli(-in\-cstctl .rnrl lrrrr.igrt-
investcd cntilir.i. it nruy r.linrinrt( thr:
troulrlcsontc ('lxssili(:lt i()n ol sl|lrrcs
lT:rstri on il)c i(lcnlit) ol tlrc shar'(
holclcr. lnvestors llso lropc tllrt tlrr..

cumbeft(nt1(. l)r()!isi()ns ()l Ani(lr l.t,
of thc Contpant, l.x\\' 1l)trt rcrluilc lltr.
transfi,r of sh:lrc\ "ul \(,curili(s l[ildinlt
Pl.rrr':, tstrrlrlislrcrl I'r lrs *rll lrr. cl.rn

Itcrl. Strch a provisi(n mav rnakc sc-nsc

frlr trlnslctioos inlolving thc transfer
of shares listed on i stock cxch nge,
hut is inlpprrpriate ti)r unliste(l conl-
puni(r anrl .iecnt.. rn pttrti(t.lo hc ig.
nort'tl lndcecl. China Sccurities Reguh-
l()rv C()fl1tllission <rfficitls hrve
inti rrrnallr' opinecl that Article l{i d(\'s
nrrt applr- r() thc trilnsfcr ()f unlislcd
sheres.

Instclcl of cstlhlishing an FIE t() ll(-
(luir( ll1( J::ct\ (,[ J l,R(: l.lrgcl. il i\
tn,\\ pi,s.il'lc t,, c{ttllli\ll :l l()r(ign-in-
veslc(l i()inr st(xk limited c()mpxnv ts
thc x(quiring cntil). According t() prcss
rcp()fls. Eilsuliln K(xlak C() s recenth'
runn,,urr,.'ccl $l I'illron in\1.\ttllcnr in
Cllinr \\'rs cffcclr,d in prn lhfi)ugll the
use of a foreign-in\ est(d ioinl sl()ck
li,lite(l c{nupln\'. tlre shurcs of tlhiclr
lrc on necl b,v Kodak xnd two S()Ils
uhosc usst-ts luvr hecn xrquired by
thc nc\\. entil .

'llrc gron'ing prcvalcncc of joint
sx)ck lirDitcd c()lDpilnics nrxy trunslilte
inl() rr)()re shlrre lrlrnslctions ovcrall.
I n(l(r Il()FlIIC \ rcr:ul:ru()n5. (l()nr(.\rr('
(nt(rJ)ri\({ ntlr} :rlso r'onr'<n irtlo ioirrl
sl(xk limitcd (ompnnics \\'ith li,rcign
int'c:ilnr(.nl. lltis is Possihle cithcr bv
listio! Il sll:lres ()n the Sllan.qh:li or
slrt nzlrt rr stot k (,\( lr:lngcs. r 'r lrr' .r lrrr-
tirt(' plx(.mcnl sJle t(, f()rrign in-
\'cst()rs. In cithcr cxs(. thc [orcign
p.lrlI ir rc(luire(l lo prrrch:rsc tlrt,
sh:rrcs s'ith lrcclr-convenilrlc crrrren< t'
rntl tlkc e stxkc ()l'Jl lc:rst 2i pclccnt
in lhc <'omPanr'. 1'hc trrgcl tompln!
nlrst lrlro hrvc hccn cst:rhlishcd rvilh
(, i(irl statc ryrprovrl uncl havc hccn

l)r,,frl.llrk li)r thr l.r:.t tlrrcl: rc:rrs. 'l1ris

J\'rnur ()l'invcslntsnl orlry lrc plnictr-
l:rlh iot(rcstirlg li>r tirrcign ponlirlio in
\'(.sl()ts. Jrr it {)flcrs rn cxit strxlcgv
(rnnl)alil)lc \\'itll thcir sh()rt-tcfln ()l)ic('
ti\ (r

-(,il( R (.:t4 )t't tt|

I Mefgers trlcrlacrs in (ihinl rrrc g()\'-
crncrl lry spcr ilir pr,risions,,l tlrc C,nl
pilnl Lr\\'.'l\\rr lirrns ol ntrgrr xre iden-
lifi((l: fi,sl. trc'rBc'r l:r .rlr',rrPtron. rn
Nltit lt or'tc (()nlpiln! rl)s()rl)s ()nc ()r
n](n! ()lltcr a(rnpxnics and thc lbsorltrl
c()n)Plrlics urc clissolvccl: lrnrl scconcl.
ntcrgrr l)\ cstillrishrlr(nt, in \1liah n\'() ()r
n)()rc (-(,tlll)lrtli(s :lre ntergct! into :t nc$11'
crealed trrmplrnl lnd thr., y'rlnics to thc
Ir]crgcr rrc (liss()hc(l. ('lhc Iiluit).1()int

THE MEcHANIcs oF
AN M&A TRANsAcTToN

.,\n irDp()nxol step in thc:lcquisitk)n ()f
I)R(l sllxrcs or :lssets is thorouglr fintnciill
runtl lcgrrl r-lrrr JiliAcn((.. V llcrc tlt(, il(Ilui.
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siti(n inr()lvcs lhc l)(rrchxs('()l rlrl inlcr('sl
hekl h1':r lirrcign c(nnllln\'. lll( (luc (lili
gcn(c pr{)('css I]lilY lx l()r,lirt(. sirl(( llrc
pilflics iln(l thcir :ttlviscrs tcn(l l{) Illl\'('
Itud cs;tricn<'t i,l sr.t(lt rttitll(Is. Iltrt (ltr(
tliligcnce is slill J r('lxli\el\ Il('\\ I)r(x(\
l(' S()l:\ iul(l ,!llr(r (l,, t(,\lr( |il{(:(,rIiIi(.
lncl ntrtl rttcel $ith sorttt' r('i:lltnL'(].
() I\ .t li\\ r(,r,\.rH,,. .rlIr\itts l,'r(rsn
lal!\\'rrs, rt((()trnlJtlls, rln(l invrslnl(ttt
hlnkcrs liltrrtl .r('((:ss l() [i xn(irl irnd
()pcrxlinH rcc()rd:\ iln(l !Lxtlll)(nls ()[ xn
)(,1. r\,,lll(l lr,rrr, ,,,nrlrtrrt,.rl ,r tr,,l.rlrr,n
()l lllc l,R(l s Sl:rl( r'cr'rcls rcgirrrc rn(l
c()Llld llxv( \uhic(l((l tl)c ol'linrlcrs lo sc-

!rre plroisllnrcnt. ll\('n k)(l:r!. tlrr atrlttrrr
,rl stercc\' (()nlitlrrc\ t() suni\'c itl \()ttlc
plrrts ol tlrr'rotrntrl', un,:l crPcciullv
trn()iU] (crlJirl in(lLr5trics. As lt rcsull.
i\l.qA pufli(iplnls llnd tlr(ir rdviscrr' nltlsl
hegin rlrrlt in tltu trunsltttirrn to cxPlrtitt
thc clue tliligencc pr()('('ss () tltc (.lrincsc

llrgcl s scnl()r rrtilnrgcnl('r11, xn(l l() erllist
its .rrli\1' ll.lrli(rlr.llirrrr .rnrl r'r'r,Pt r':tlirrrl.

Duc tliligcncc (llrcslirmnxir(s iD (:llincs(

arc .l rlc('csslrry initill stcll in tll( pr()(css

in(1. rt i ntinir)tLrnr, sh()trl(l (r)\'cr li(crrscs
irn(l xpPr-()\'xlsi 6nxn(ixl stirlcrncnls: liln(l-
trrr' rrBlrt:'. Iill(' I,, .r.\(r\ l,r\('\: l,!r('il.t,l
rx, lr.tngL: l.rlt,,r: (nvrr,,nrll(lll: I'l)(lilting
rgrec,rlrntsr litigation untl rlrl)ilrilti(nlr xn(l

lln\' \PC(iirl circuntslxn( (s.

T() !rss(lrgr' lh( (r)n(crit ()l ir11 ltPPrc-
hcnsive (:hinctc tJrl.icl. il is Lrsclirl (:rncl

()li(n nc(rs\lln) t() sigD x n(nt-l)in(linE
le[rr ()l intcnt c(n]trininli .t (onlitlcntiul
i$ untlcnuking ()nsilr'\i\ils lr! uc<'out't-

tlt,1ls, Ll\\'\crs, cn\ ar()nnrcnlxl :rtl(lil()rs,
.ln(l \tru(lur.rl ('osrrr( ( r\. .rr)(l ( \lcn\r\'(
firllou-up ure u\tullr l)lrl ol u tlttc tlili-
genrc trrrr'isr. NonctltcL'ss. thc' rlcltnlt
oI :rc-r'urtlr (kxtrnrcntilti(rt ()l nunl l)ll(l
inlrx-gr()up Irtn:il(1i()rrs. lll(' naJI xh
scncc ol pulrliclr l'iletl doornrcnts. rtnd
Ll)ln( \c r, ,lll).lnr( \ Ir.l(lilr(,rl.ll .l\'( r\i( 'n
t() rcvcxling inlcrn:rl inlirrrrtlrlion, nrrtt'
nrlkc it clifli ult to unclerstantl litll,v tlte
lrrg(t'\ (,Jr(r.ttlort5. l'lrtrs. tlrt rrtr ltt:'i,rlt
,rl .rrrtrlrlc' r(Pr(s( nt:ltr,,n\. \\.rrIitr](i(s.
:lnd in(lcrnnifi( xli(nls is (rtlciitl.

'1, rgrtlrc.r n rtlr rhrt, r lrlrgt rr.r'. v,rlrrlrtir'rr

is r (rili(xl (()n]l)()n(nt in 1hr Nl&A
proccss. 'Ihc pri<c pltirl lirr ltssels ot
shar(s in (lhinir !rxy n()t l)e rlcttrnrincrl
.rlt'ly l1 tlrt l)rrlic\. urrlikL' itr ,ltlrLr irr

ris(li(lions. l'Rfl lJ\\' re(lttirc:' xl)prxisrtls
\\'llarc il trxnsrl('ll('n involvcs citllcr
St:rlc1)q'n(d:rssels ()r lhc int(rcst in iln
lll!l hckl lrr xn solt. ln ir (lir('(.1'sltirrc

purchlsc. (lhincsc las ulso itttl'rtrses ccr_

l.rrrr r(\lri('ti rl\ r,n llr(' Irrx,(' Ill( l).rfli(.
nlxY nrS()tixl(.

Itciiing is l)u rt i( tr l:r rly tont'crnccl
:rlxrrrt unrlcn-ltltIrlirrn (,l Slirt(-()$'ntld :ts-

sets solcl or c()ntribrrlcd t() FlEs. ThLrs.

pri()r k) xn\- trrns,i'r (rf -.iuch asscls. a

\t.llc-illltlr( nrz( J tpprilrscr nru\l .lpf1r.Is('
thc Jssets, an(l lhe strtc Asscr ApprJis.rl
:\(lr)lrrlr\trillr,,n nru\l i,)nfirrlt tltt l.st.t_
[lcnl. A recurring Prolllen nith thesc
Irssrt cvlrlulrlions iii tlut the Chinesc lll)-

Pr:risers. \ho tvpicirllv hase tlteir vxltl:l
li,,n , )n r(,1)l,r(crn(nt r ,rlttc lc'.. clc'pre, i:r-

titrn. rrftco grosslt ovcnrtlue thr issels
to h,uc<ltrirccl. since the rssel xPPruistl
Iargch dctrrnrincs hos much the lirr
('rgn lr)\c\tr'r nlurt p.tr lirr il. ll(qtll:'i_
li,,n. lll(, i )p.'rttntt ot lrerorttinH in
rrrlvr:cl in thc:rppmisal process xs etrlv
ls possible crnn()t be o\.crcrllphasized.
'fvpicall), ()n.e the apprais:tl hrs becn
confirotrcl, thc pxrties mxv onl) itgrc(
to ir pri(rl thlt (litttrs n() morc th n l0
pl.rcent ti(rn lhc ipPraised Pric!'. llnder
lhc nc\\'ly enrctccl !i<1uity Clringe Rcgu-
lutions, lny sale (r'the Chinese pirtys
inrcrrst in rn lrlE, where the Chinesc
prrtv ltrcl inveslcd Stilc ()wned ;lssels,
nLrst:rlso hc appraised in Ihc sitme
nl:lnncr,

l)is(rUli{,n t,, LlLt(rnl,nt- lll( lrri(c irl

the salc lncl pr.trcltest' of shJrcs in x
joint stor.k liorite.i cornpxnv is llso sLth-

ical t() (crt:li|l limitlltions. \e\!' slt:tres

oru\t lr( r\\U((l irl r,r .llx^'( I)irr 'l'll( r.-
strc of shares :rbovc plr is suhicct l()

HARBOUR

C**-* ,* r"*,,- -d.p{rr\ nnnntr,. trih.lr prrTr n., 'i! Fnr"r.\ ) ' 
$ h

r.mrkrhk fr.il r\ r'Ll unrri'lL.kJ \.I\n. lh( lni.l r\ L,trnc

lnkmMonlr Ar'r n L! chx! Yrn! Ir'(n!r

slF tomllimctrrd h,. rrn r fr lldhrut ( llh lti!. ' (i8nll'm. r\ ri.

tt. ,bov nt.3 .fr tub/.d to t s'" sakr .teB.
cad Ltill Sdl.l Dulopddt fR

H$! limr rira I llneitBaiaE
@tr

THE CIII A REV I Elv lilt lltltl\t lt)')\

rppro|xl l)!'lh! (:llinx sccurilics llcgu-
laftrq' Conrnrission. l ln(lrr thc (inr1P:rnv

I-r$-, Ihe srmc Pricc slror.rltl bc lxicl lirr
eaclt <,f thc slrares substribecl lirr b\
ilny unil or !ndi\i(lurl. Ilut thc I(^ern-
mcnt hrs cxcrr'iscd ils righl l{) grxnl
nrrtur. un,.lcr tlri. rul( ll tlrt'scllr.r i. u

holdcr ol Statc-o\\'n((l shxrcs. ll)s Stxlc-
ol'netl Shlrcs ()pini()n stipul.rt(s thll
lhc pri(c n()l he lr$er lltrtn ncl ltssct
r-:rluc pcr sltlre ltnrl sltotrkl rtl:'o tukc
int() n((t)unt streh lrtrtors lrs ncl lrsscl
!ield rltio. attLtal pri(c ()l' invcsl trnt,
rcts()nxl)la pri('c curniols rxti(). xn(l
rnrlrkct Pricc, il rrr\'.

Ilc(Jrr.( thc I)flrilrll ol \llJr(\ lIl:tn ln_

dircct stru(tLlrr takc:' plltcc lrcvontl the
rt'ech of I)R(i rr\lri(ti()ns. il i5 ([l(r-
nrinc(l l)! neg()rirti()n l)cl\\'ccn ll)c pirr-
ties. Nftrltinxt i( )nil I invcstors oficn <letcr-
ntinc il stritxl)lc ltrtrr'h;tsc ;Tricc Iltrrntglt
thc clixrruntccl cltsh flou ntctluxl ,rl r'al'
uali()n, x(k)l)ting irn int('rnlti()nirll)' xl)'
l)rul,triJl( n)ultrpl( lin llr( I)irli(ul:rr rn-

clustry.
Another con<crn in (ihin(sc Nr&A

tmnsrrcti{xrs is linlLrrr'ing. u'ltctltrr Iirr ltc-
quisili()n r, il lil4.l({ ()r lirt'tltfitlion ol'
thc tiuicl ulirr !(rnt)lclion ol'tltc trtns-
J(1ir)n. Ai(lui\ilii)n Iin.rn.'rrtg in tiltin.r i'
limitccl. llunks trpicullv urc ntrt prc-
plrcd to Icicl \\'itllr)ul p:rcnt (\)rlx)rxlc

l9
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gu.lrilnlics.'lhc li(luit\' (ilrirn8c l{cgulll-
It)ns irddress (hc pr()sne(l ol :r plcr.lgc
ol the cqLritt irl\'cslorcnl t) lr lcn(ler un-
(lcr Illc Sr(rrril\ La\\' ol- tltc l'R(:. l)r(r-
r irlcrl ull thc ()thcr ((lLrill llrl<lcrs rrrn'
scnl. 'lhc plcclgc is linritc(l to I)xid-up
clrPit:rl ()nll :ln(l )usl r(.(civr ,.1()\'(fi1'
rnrnl rl)pr( )\ xl. \r)l\\ itllstxn(iitlg ll)e
lururl.rlrilitt ol' l'ltJn( tnl.l nt(,tlr(xl\. tn-
r.lur.ling tltc possihilitr' ()l listing ()11 x

I'l((: (,r lilr(rS \t(,(k c\(ll.l l.l(.i'r r\\ -

rng lr,rnrl' lil:lt(in,t li,r tlt( ,,1)(rJling
ncctls ol llrc turgcl tvl)icirll\ :irill rxkcs
tlrc lirrnr ol lirrcign slr:rrchoklcr kuns or
lrenk lo:tns s((1rr((l l)\ lirrcign inlcstor
gLr:lrirnti(s,

'llrt dot Lrrtrcntalirxt rc(ltlirc(l l()r iln
Il&A trirnsrcli()n in (,lrin:r rlcPencls rrn

tllc stru(ttlIc ol thc Llc'al II :rn l:lla is es-
tahlishctl to r(\luirc rssrts (,1 tlrr (;l)i-
rr(\( l.rrg(1. tlrt rr.l,.rlrrrt (1, ,('ullr(nl.rlion
li)r Irllls Ilust lrc Lrsr'rl. ln c(r)tr;rsL il llle
finrign in\'(.st(n is lnryilrg sllxrrs in ln
exislilrg )()irlt strxk liruilecl c(nDl):rny (r)r

setling ul) ()nc). llrr (l()( url(otxti()n
rrx)re rcren)l)lcs llt! irltcL'l.tti()nltl N4NA

Ir.lns:r(ti()n irn(l wr)ul(l inclr.rd( lr shlrrt,

Purclt.Ii(j (n sul)scIipli(n) ilgr(.(r]rc,rl ilrt(l
sh;r|rlroltlc|s :lllrcc lent \'illl llflial(.s ()l

Alier sut.t,sslirl ncr.l( )ti:rti( )ns tlrlt .ul-
ntinlt( in th( signing ol tltc \l&A ckrcu'
nlcntxti()n. ()l)tilinin! lhc n(,('c\\Jn g()\:
crnnlenl il ppr()\'xls trsrrullr, ntarks tltc
litt.rl strrgt' in llrc llli.\ l)r,x (\\ 'l\l)i-

crrll\'. thc (:hinese nrl'lcl's r(prcscntirliv(,s
\\ill t:rke tlt lc;r(l in (rrtxining :lnv rc-
quirc(l rppr()\rl. lrut this shorrld |tot oc'

crlr \\'ith()ut ('l()sc a()nsultxlion \\ith Ihc
l()rci8n in\r5t()r. ll()th ll)c xppr(,\:rl
pror'css lrncl :rpnr()\.ll xutlr()rit\ (litlir (lc-
pcnding on lhc tvpc xn(l struclllrr r)l lll(.
lr,rn\.r('ti',rl ln I (lrr('il lf.tn\.1('tr tl. tr)

$ hirlt tlrc (lhincse txrgrl s rrsscts ilr('
pu r(llrs(.d th()ugh:rn FlL. ill)pr()\rls
nlust (()rirr lr()rn lhe Slxtc (-()un(il.
\l( )FIF:(]. ()r IlOmEC s provinciirl. n)u-
ni( ipul. ()r e(\rrl\' lcvcl c()unt(rparts. (l(-
pt'nrling rrn thr pr()icct s lcrel of totrtl in-
rcstntcnl :rnd usc ol' Stlrtc-rrlloclrted
[cs()rrr(cs. 1hc rpPr()\,i1 ,]rilv l)r isi,u(.(l
slrl)ic(l l() ('l).lngcs nud( l() lllc tr:rnsil(-
lll,rl (1,(rll]rinl\. l)lrl Ilr(' .rrr.lrl l,,r(iSn
ir'rvcsl()r $ill scck k) discuss ltlirrchanrl
r\ illl NlOI:ff-(l xn\' (hlngcs rhcv ntx! r!
r1Lr,.'st. rrnrl rrill scr'k rlurilir.rti,'n ,,1. ,,r
.rlt(rllillivcs t(), thc ('hxnges rcqtrcstccl.

,\ltcr r(\'('i\ Ing :rl)l1r(,\:rl Ilr( lr,r(ign
ir'tvesl()r nlLlsl rcgistcr uith thc Iocal
SAI(l lln(l ol)txiD 1l I)usiilcss liccnst. A
(lire(l irc(luisiti(nr involr ing tltc prrrch:rsc
()l ln (xisring intcrcst in 1rn IrlU als() rc-
tltrires.rPPr,,r:rl. trstr.tllt lir,nr tlrt,rritr-
rr.ll (\illlrrl:rlr,,n,r;rPr,,r.tl .trttIrlrit,,''.
Il()1"'l U(l oI tlrt, krcul counterprrl thut
rupprolctl thc FILs (rcltion. .rnd SAI(1.

ln J Irxrl:,il(-ti(nt inrrrlving r pLrr(llJse ()l
sl)ilras in r ioint st()ck linrit.,(l a()rDp:lof,
IIOI:l-I(. nrust Jppr(^r tlle Prrrch:rsr if
Ilrc.rr'(ltri{ltri,n inv, rlr t'' .lr.rrtr r,rnstitrrt-

FO(US

ing .li l)cr((,nt or orrrrt, of tl)c t()tal is-
succl ilnd r)ulslun(ling shlrcs oI thc
(1,!rl).rn\ Il llr( lnrr( ll.r.( r i\ .rr'rlllirinE
l('\\ lllilrr ..ii I\'r((nl. llr( :lJls I(1,n()rni('
rund'lirrdt' (irrlnri\\i()n'\ kx:tl c{)rtntcr-

Pirrl (rn(l Pcrh.ll)s (,thcr (lcl);lnnlcnts ts
\\'cll) must xpp()\'e tlrc trxnsx.ti(,n. lf
ll)( t.l[l(t rs .r l'irr,rncr.rl instilrrli,,n. rn-
tlu<ling lrn insLlrirD(c ()l)crlrli()n, the
I'coDL:s l]Jnk ()l (.hinx 1l'llO(l) nrust
xpl)()rc Jnl shrrc trilnsllr of ll) pcr-
(cilt ()r r)l()rc. ln Pr:r(li((.. l)l|OC $scns
xl)prr)\:ll irrris(li(tion o\,cr lll sh:rrc
tmnsfi,rs inlr;lving finuncial institutiorrs.
( )llt( r l.lr^crnrtt(nl Dllnri,lri(. II.l\, lrc in-
\()lve(l in tlle rpl)r()rirl pr()(r,ss iI lhr
lirrgcl is \\ill)in tl)xt ministn s irrrisdic-
tr,rn. Ilr,rtrlllr llrc (inrl).lnv I.:rrt rcr;rrrrcr
tlut rnV sllrr(j lftrnslcrs l)c effcclcd xt
lrn cst:rhlishcrl st{)(k c\(lunE( irrcsl)ec-
ti\c ()l $lrcllrer 1he conlpun)' is lislrd, in

lrr.r(li('('. Ilrr. r'((lrrir(rrl(rlt rs lurgc,ll ig-
lt()tc(l

'llrc irc(ltrisitkln (l()ctrnlcnls of :rrr incli-
rc('l il((luisiti()n nlxy n()t ncc(i I)llc 8()v-
crnn)cnt ilppr()\'lll. irs lhcv lcncl t() l)e c\-
ccr.rlc(l ()utsi(le ol (ihine lntl gtrvernecl
l)\' n(nr-l)ll() lu$. llut rr purchirs(r \\'ith
;rn inlercst in irn l:lll iD Cllin:r n)l)'\\'ish
to hlr\'c thc l.lti's c(ntstilucnt <kx'untents
anrcnrlccl belirre (l()sing. Jhr Jmcnd-
r))(11t I)r()ccss ttrtltllt rcrlrircs uppro|ll
ol tlrt, origin.rl uxlnrinxltnr ancl epproval
.lutlr(,art! .ln(l .rn .rnrr.ntlrtl SAI(i hrrsr-

ncs\ rcgislruli()n
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FOCUS

STRATT:(;I(:
c()N!itDEll r,I()NS

.\: clscs lrcrc. rcl)r(sclllxti()nr' ln(l
\\':rrr.rtlti(\ Plil\ :l crili(rll Pllrl in Il&A
rk x u rn(nl:rl i()lt in (.llinl. p.tna(ulJrl\ l.)c-

r'lrusc tirrcign l:tsvcrs olitn do not havc
il(('css l() g()\ctnnlctlt rcc{)rds lllJt c()n_

firnl till( l() rcrl csllrtc ()r c\irtenct ()l'

lir,ns enrl lrct'lrrrsc ol cluhiotts tllx irt,t)i(l_
.ln('c strtr(lur(s xn(l (ltt('sti()ntl)lc llc-
((,lrnling t)(lali( c\.

In .r(l(lili,)rr 1,, l:r(inF rc.lri(lii)Il. irn-
pr:sctl bl thc Oxtill()!1rc on olrtaining :t

(ontftrlling intcrcst, li)reign iDvcst()rs
nrrrst clt ul \\'ill) (lhin(':.c sllltltes thill
c()nlcr inllxfiant l)()\\'crs ()tl ,Iin()rllI e(l-

tuitY Itolcltls in ljllis. llnrninn)tls c()nscnt
ol tlrc lrolrrtl (r'(lirc(l()rs is neccssan'ti)r
rll nreior :rrrionr ol lt crttnplnt. sttch lts

in( rc:ri'iol.l cltpilrl. lnr( rt(ling lhc xni(lcs
(,1' .r:5.rr l.rlr('lr. .r..ignrng rtgrsttretl clrpi_

tll. nrcrging \\'irh rn()lhcr firm. or dis'
solring thc firnr. (.J()ir'rt stock linritccl
(()nll):lnics xrr n()l ((ll)iccl l() lhe 5xntt-

ur1.irlirnrl\ r('(l(rrr('rrt( nl\. r The ,i,rcign
slurrtllrltlcr sltoul<l thrrctirrc lrc lvere
llr.ll .r (.llln('\('P.tnttcr is ulrlc l{, (\('n itl
Ilucnce lur lrctrrntl tlut rvltich its tlinor-
it1 sltllcholcling u( )ul(l strggtsl

l)ilrlics in in Nl&A tflrns ction n1x] ht
aorl('(nr((l tlr:rl tltt .lt.rr,.llokk r. ll'ottt
slticlr thcl lrrc purthltsing shxres, ()r

r)1hcr sll:lrelloldcrr ()l tllc txrget .om-
p n\'. intcn(l t() a(n]lpcte N'ith thc targct

c()ntPltn). ln suclt I a:l5(. l)arlics c!ll
l()nllulJte (()\'cnllnts n()l t() !()rllpete.
:rncl nol to solicit cntpltrvccs. Thesc
('()\'crlunlr irrc !r'nrrllll\' cnli)racJl)lc un
(lcr l'R(: l:l\\ il rc:rs()nrl)l\- limited in
tirtlc lrn(l sc()l)c. Ilc:'tricli|c c()\'en:lnls
$ith inrli|itlrrel clnl)l()\'ccs lnlt\- n()t ex
ccltl llrrtc tc;trs ltntl rcqtrirc scPxrite
(r)n\trlcr.lti,,n. \rrtl rrltr'n :l l,,r(ign in-
vesrrrr lru|s int{) xn cxisling l'RC tntit}'.
or \\tcn irn l.lli Icrluircs lll of tltc asscts

oi rrn SOll (rn(l inlcn(ls l() ltire its dlt-
plryrcs). r'lr[rlrrl r.rrnr'irlcrlttion nrusl lt
8i\(n lo th( I)rr-(\isling lcgll oltliga-
ti(nts (^\'c(l l() s(r('lt (1)pl()\'ecs.

.\tn,lll(.r .1,:tl(.,.1R i\\u( i\ ll).ll ,,1 e\ll
options krr invr:'lrn\ 'lllr ohjcrtires of
linJn(iJl in\ ( \t()rs ttstt:tllr clillcr fronl
tl)()sc ()l {)l)(rlting ('llnrlxnies mrking
slrit(gir inv(slrl)(nls in (.1)irr1l. l:inllnciJl
inve\l()rs ( r1\'isi()n rr shorl(r telnl (, in-
r(,1\(rlr( nl .rntl .c!k .r,rtlr' Ivl)(' (, (\il
:\trxlcg!' ()i(r(isrlrr' \\illliD thrcc n) n\c
vcurs ol' ttLtking lll( invcstnr(nt. Fin:ln_
(iirl in\('st(n-s \\'ill $'lnt t() inclrrclc' r'xtl
p()\'isi()n:i in lllc lrc(ltlisili()n rkrcttnten(s.

Ilti. rr) llkL,tlr( l,,f t,rl ir l)ut ptt.)n
rrlkrrving tltr invcst()l t() scll its eqLlily
lreck to tlr( stll('r. ()r iln rr)ligirti()n to
(llusc lh( lr()l(lin! \('lri(lc r() undcnltkc rl

puhlit oflcting.o tlte finunciul scllcr-cln
tlisPorr ol it\ \l1ilr-(:'. In Jn indirc(t
\tru(tur'( .1 iin.rnrr.rl itrrr'.t,rr lrrrvrnl.:

shurcs in:rn (rllsh()rc ln)ldilrg ('(nnpln\
slrorr lrl lrt' lI('('l() inc()rP()r:ltc such
0lrlrg.rtr,,rtr. lrt (lir(11 \lrl,(l(tr('\,1')l rn-

r, rlr irt! trrint.trrL lrrttittrl (1,,lll)ilnr(\.
lltc rtilt(ltrnl l)r('cnrl)li\,e ltnd ttt() rights
ol clclr c<lrritt lurltltr :rnil llte n()n-shrrrc
issuing nitltrtc ()l' tl1(' ('nl!rPriscs P()se

ln)tcntiul ()l)srx.lcs li)r rrn c\il slritcg!.
Suah llilnsx(ti(r1:. rrlilllt l)c rcstrtralLrrc(l

to rrll()$ tl). linrncill in\'cst{r-to ll(rld its

inlcrcst in x singl('-l)tlrln)s(. ()ll.sh()rc

Iurltling rrrrrgrrnr. I() l'l(ililxte l)oth llr(
cx,.,r'tisc ol'il l)lrl ()l)ti(D (rcl:lting t() the
slturcs ol tlrt' (,llsll()re (()nll)4fl\' r:ltltcr
lhrn llrc l)R(.-l)r\c(l a()nrl)Jrt\') \\'ilhotlt
l)cing \ul)jr(l to PIc(nll)tivc ()r vct()
rrght' .r. rr('ll .r. .r p,r:'rilrlt' litl(tr(r li\ttn,l.
ll I lislins is nol ( ( nrtcnrPlllc(l. lhe fi'
nJnct:tl in\csl()r nlll\' \\'ilnt l() tt! l()
lrrir ngc \\:ri\crs,rf prccnrptire riglrts
lrnrl <rrr'rscr'rts in ir(lllrnc( (Jltln)ugh c'n

ti)r(crl)ililr is un('crlirin un(lcr I)R(. h$').
An\ xssignnr(lrt ()l lrn in(crcst in 1n FIE

is tirrtl)cr sul)i('(l l() g()rcrnmcnt ilP-
prx al.

()\'crsalrs in!csl()rs shottlcl llsrr bc
aulrlr ol' tltt tlr\ inrl)lic:Lti()ns ()l thtir
I{.\-{ lrxnsrclir)n:' in (lhiDl. l'R(l t!\ au-
th(nilics rr((rrllY issttcrl rcgtrlltlior'ts cor'
c'r'ing llc\A clculs to ptoTitle guidxncc (n'l

lhe lrrr a()nsc(lu(rr(cs ()l n)crgcrs (J.'a

7J,. (./lR \()\ crnl)cr'-l)cctntlrcr 199-.

l)..1(r). \l(rgcrs Jrc trcJtc(l rs ! D{rr-l!l\
lblc errnl: in gt'ncral. thc prnies Prc-
,llcr!{cr l:l\ lrcxlnrcnt i\ prt'scnecl :rtier
Il)( nr('rg( r \. ltli,rt'..rn cnl('rpri\('\ rn_

a()lllc lJ\ r)lusl lt ltlirl on glinr' rcsulF
irlt l'rorrr .1..(l .rrsig11111(n1 t,r :rn FJE rr'

\trU( lufl,ts. ( )llr('r l.l\ ir:rrrrrlt'r:tli(,rr.
inclrrclc v:rltrc-arl<ltrl tltx on thc slle of
nrlclrincrl ltnd crltriPtncnt. llrrd bLtsiltcss

tll)i ilsscssr(l ()n iDlil,rgil)lc Pr(,Pert]'
rigltts. A stltrrtp tx\ is ills() irnposccl ot't

llx lrrlnili,r rrl rh.rrt s irt .r {ilrinr.st joint

sk)( k lirtrit!(l trrrtrlt:tnl uncl (nl I conl (l
fin th( ilssignnrcnl ol rcti.itrrerl <'aPitll
in rn ljlll

T1lI srARl' (tts A N!:1r' ERA
Il&l rrrlnsir(ti()ni' i,r (lhinx \\ill c()n-

liolrc l() rr(r(r\( J\ (-llinx illlrrnl)li l() fc
l(,flI rr\ \r.lr( .,,lor.rr(l lor(rXn rD-

\rsl()rs I)l\' (.hinJ'r' in\rslnlcnl $.llcrs.
l-1r,.,rrcll rr',rrn pirth ()l :rsi.(l ](\luisitl()ns
tlrr{)llglr lilll\ t(rttirins th( l'ltvorcrl antl
lnost prcrlictrrblc slnr(lllrc tin' in\usl()rs.
lrr.rt tlrc tirtLrle l)rtrrli\cs r)n)rr {)l)ti()ns ft)r
shlrrt' ptrrrtlrs<s in lrotlr list,.rl lrn<i ttr't_

lislu(l (.llincs(' r'ntiti('s. A scr.rrnclury nlltr
kl'l l,,f lI]l('f('sl\ irl l'111. irl ('lrrrl.r rn

ulti<lt trrlt li)rcign (nlirinl\ tl(ntg K{nlg

-

'l'l.te ttt,ll-ut trtt lta ll.t

( )f' ,,sse! (t c(l t t isi t io t t s

t l.t rt t t r,ql.t l; I lis rt, tr r t t i t ts t l.t e

.f tr tr t rtrl d t td tttost

pretl ic I r r ltla st n r c I t r re.fbr

i l1,c,s/ors. lttrI tlte.firttrre

f)r()tfiises nt( )ra opl ions.

l.r R.\ L l)
'l R \\sl. \'l'l()\
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:rncl rrrcrsclts (:hincs! ) irttesl()rs itrc eil
gcr to \cll. otico :tt :t hc:tlthr prcnlirlnr.
n{)\\' c\i:,ts. I)csl)ilc (:hinu s pr()grcsri
()\'cr lllc prsl l- vcars. Il&A l)lni(ipilnts
:lrc surc t() co(r)unlrr pittillls. inclu(ling
r c(r)ll)li(Jrc(l lcgrl srsltnt lllul is ltxrdh'
:l stcudv li)uu(l.ttion lor Il&A tlcals.
l lrorouglt rlttc tliligcttcc. *cll-crtftccl
cIlcrrnrcntr. lncl proltr !()\'rrnnrent !P-
provlrls :rrc esscnlixl. ll(gJKllcss ()l stlch
clitfirLrlties, l)()\\'c!'(r. (.1)inll pr(rrlises t()
I't ncltt'tlrt l(,li', 'llt,,1 lll( (1,n(lnLlinll

ualr ol gkrllrl l\'l&,^ trlnsr.lioos. H
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('\\' ( ()llt'tlri('s

t lr:rr rgr ()n il
in tlte urrrlcl ltavc u,itl.rcsscrl curnontit grou'th ancl

scrtlc lts Jatge as Chin:r lt:rs ovcr tltr l:rst fir,c years.
'l ltis glrxvtlr toLrlcl not lr:rvc t:rken 1tl:rtr r.r illtotrt lrrntl:rntcnt:rl cco-
nornit t lrrtrtgcs llrltt hcgttn in 1979 entl :rre torrtinrrirrs. At fhc l5tlt

Contntur.tist I):rrt1' (iongress heltl Iast Septenrbcr. l)R(. l)rcsiclcnt.fiang
Zenrin iclcntific(l it r:rngc ol initiutives of tltr ncs fir'e-\'elrr ,.1( )\'rrnrnent.
Arnong these gouls urc lifiing troul>lecl I:rrgc-:rrrrl rlctlitrrrr-sizecl State-
os'necl cnte rpriscs ( S()l'ls ) otrt of clifficultv ancl rle r ck rping :r rrtoclcrn cor-
por:ltc s|stcrll firr thenr: t r:rnsfi)flr]ing tlic financi:rl scrlor lrV strcngthening
centrel bunk supen isior.t :rncl c orttrncrcializing Stutc llrnks: ur.rrl rcfirrnring
the systenrs ol' tax:rlior.r. in\estnrrnt. ancl firnclr:risiIru.

Iln(l(rlvirrg rrll ol tlrcs,. r'r'lolnrs:rlc
pllrnnccl inrpl.( )\ ,..rn(.nl s in ir(r'{)onting rcgu-
lalions uncl entc[l)risc tr:rnsl)xr(.n( ]'. I):r ic-
r.rlarly es tlrcv rclalc'lo lhc re<or<ling or
lransl'cr- ()l relilrhlc Iinlrntilrl il]li)rrnlrti()n.
till()11s. in lll(. lirrr r)l trnclcrgraclLrelc ac'
(\)unting l)r()grilnls lrnrl on-tlrc-iolr tr:rining
\\'llll rnl( rn:rli,,n.ll,rrtr.l ri,|lrr'stir .r((r,lluling
llrnrs. :rlso :rrt, tmrlt.r \\:l\ l() in('rcJsc lhe
r'ltroll)er ()l l)ll(- ilc(rrLlntxn(s tlualilicrl to
prcp.rrc intrln:ll i( ,ra llt stlrntllrrrlizcrl [inlrn-
ciel st:rtr'rncnts.

(;i,\ ( r rlrlr( rrl rrrrtitrrlio!r\.trt.l .l,,rtrc.trc
ltnrl firrcisn lirrtrs rtrppon tlrr'sc tllons ltncl
lgrcc thrt l str'()rrg l)ll(l :rrrrrrrnting Pr{}ics-
sion q'rlrkl (,D( ( )ulll.lc (ill)il;rl io\csln)cnt
in (:lrinr 1l((ling tltr.' rtr',.',lr oi tlrt'su rn-
vesl(r's is i0)ln)fllrnl. e sPui;rllv il lhc\ arc
k) l)r()\'i(l(, lh( c:rl)i1rl lh:rr \\ill ri(l S()[ rc-
i\lr(r( I rrrior:. \lr( rl8llr('r) (1,,rrl( \l i( (1,rrll).rni('\
t() ((nDl)c1e glol)lllll', lrclp .cli)I.ln lhc l)irnk
ing systcn). lrnrl crplrotl tlrc coLrntrr"s init'lr-

A TRANsl.(rRMAft(rN
tN TtrE s'()tt(s

li)r ll)( lirsl 3(f()(l(l \cirrs ()l lhe l,RC s

c\islen((.. el! ol tlrt, (()untn'-s pr()(luctivc
rcs(,rrr(rs \\'erc orvrrecl lrv tltc Stetc. In ef,
fcct. thc,rrrlr c({)n()r)li(' t:ntil\' \\'lls thc
S()E. -lltc ir(11)unling lr':rrlcu'rrrk rrsc<l dur
ir)l] ll . (rir. krt{l,'rrr:ts ltrncl lrr'c0trntinll.
\\.r\ Intarl(l(rl Pr'trtrlrt'ilv to r'sl:tlrli.;lr :rn rn-
firrorltion enrl rcPrrrting svstcnl lirr Statc
ec()lt()nli( Politit,s lrntl r)lilint:lin x(lrninis-
fftttivc control ()\'cr Sllllr xssrts. li) 1l grcxl

slr'tr(l!rr(. Iit llr( l).rst, rnu(l) of tlris r'lrpitlrl
lrrs ltcn in tlrc lirrrrr ol lirr-t igtr clilcct ilr-
t'cslntcnl rrncl g()\,( r'r)nr(,nl sul)si(lics. I]tlt
li,r rl,,rrr( sll( irrr(l irrl( rn.lli{,ttlrl c(luil} l.ll
kcts lo lrtr.orrt,signili(lurt proviclers of
(:ll)itxl irr (;llinx ir llrc lirturc, tl)c (()un1n
rvill harc to (()ntinu( ilj, nro\'(, t()\\':lrd inl-
plcnrt,nting lr sr )Plr ist ir'rr tr.r,l. lrrritsl)ilrent ilc'-
a()unting:\v\l(l
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c\lr'nt. lhcsc riSi(l itn(l llnili)rlll ila_

c(\rnlirll.l nrl(s Jlr() \c11((l lts 1r t(x)l l()
strcngtlr(n tllc linirn(irl (liscil)linc ()l'

rntcrl)riscs iln(l slli gtr:lr(l Slill(' l)t1)l)
cnl

..\(1.,1llll l!.a rrl (:lrrr].r lllr\ .lriltul .it-
nih(Jntl\ i r'(\'( rtl teirt\. ltNrtt'Irrrrn lt
\\sl(1rl llr.ll l'rrr rlit.rtr'rl , ('rllr'.rl l)lllrlrrrnt.
trr orrt, lrt.ttcr-:trittrl Iir :r rrllrrkct c(()rr
()rnv In lll('(:lrl\ l9tlos. llr(' l.l()vcrn-
o)cnt inJugu[lt((l r l]ltngt's tI) thc l'll(l
:lc(r)unling ProIssiorr lllal ilr'r' ()r1l,l()-

ing. Ilrt first (ihincse tcnil'it'tl Pttblic
1r((\)Lrntirnl ((llt) lll.llr $'rts lirrnrecl in
t9lil. at \\'lli(h rinlc inl('rnilli()nIl ir('
(-()ottling lirrrrs rf('(ire(l lxrrnissi(nl t()
{}P('rl Irl)r(i\(lll.rli\t rrllitcs rrt (llrittrr.
\u(ll tll,'!(\ r'r'llc,r.t,.rl :l !ir,,\\ irll.t
iru'llrclrcs:r llt1ll tl)c ]'l.t(l slrotrl<l lilign
its t)lil(li('cs rrl(rIc' r'lostl\ \\,itl) inlcrnil-
Iionlrlll' lrr'rclrtctl slirn(lllr(ls.

'I hc l'l{(l :r(('()un(ing svsleor hrs
crlnlinLrccl in lh( 199()s l() lrkt ()t] x

|rl()rr L()snx)p()lilirn fi)fir. Ilirrl\ in tl)c
(lra:ldc. :rt'l u((()lrnling :'\ slcl)l li)r
Sirro-tirreign i()inl v( nl\[t:' \\'rls d(\'L'l-
opcrl :rntl irut)lcnr('nt('(1. nlJrking thc
c()unln's fir:\l 5t(l) lr\\':l! lroru tlte tirncl
ilc.()unling (()nccl)1. Ii) cnillllc l'RC
enl(rl)rir'cs l() rrttrlt(l [i,rcign inrcsl
nlcnl ()r lisl stor.ks <rn ()\'( rsclls rllitr-
kcts. lll( \linistn'()l'l:inlln(e (ll()F) is-
\u(\l rn .l:lnu.rn' lt)r)l l \( l)irr.ll(' \('l (,
il( ( ()Llr'tting r(lltrlirti()ns for sclcr'tecl

i()ir1t st()( k ('()tltl).lrrics tllrl (()nli)rrtr
nxnc (l()srlv l() int('rnati()nitl l('(()LInl-
ing lrn<l clistIrsttrc l)trati(r's llllln the
gencrxl l'R(: slun([rrds. ln I991, tlr!'
l'tt(: (i)nll)llr)' [,rru' lrxrk elli(t. l)r()-
vitling lr Icgrrlrttr)r) lrarllc\\()rk ()n
\\lr('lr r)('\\ : l ( ( ( , t I r ) I r I I l.l lrtt,.l rrtr.liting
sllrn(lirr(ls (1)lrl(l l.)c l)lts,.rl. l'ri()t to thc
lclcilsc ()l tl)(' (i)nrl):lnv l.x\\. li)l.l]llrlll-
ti(ln ()l ()th(r linancc rt'gttllttirlns. sttch
rus thr N:rti()nJl Sccrrrili(]s li\\ xnd l-ist-
ing RcgLrlrti()ns. rr':rs rnorc clill'i(rrlt
run(l lirn( (rnr\ul]ling

Irr tlrt l.r.t lr\(' \('.r.. \lt)lr lrJs i.
srrul (,r rcvisctl llrrcc.cts ol rttr{)rtnt-
ing rcgul:ttiorrs Jl)l)li(rl)l( to ell cntcr-

Priscs irr tlr( l'll(.. ir)(lu(ling i()inl sl()(k
linl,l((l r rrrr)J).lnr('. .rrrcl l, 'r< iln in-
vc:t('(l cnt(r'ptii'(s Ilrll:s) Sintc all
thrcc scl:' ()l llc(()trnlirrg regtll.lli()r'ls
\\'cr(.prel)Jrc(l unrl issrrccl .rt r{)rrghlr
IIrt slrrrrr' Irrrr(. tlrr'\' rlillc I rrrlrrnlr irr

th( (l(grc( ()l (l(1:lil .rn(l cliscl()sLrrc r(-
(luirc(l l.ullrcI. tllrn in tlr(' princ iplcs
cru Plo,vccl. llt(sc r(!itrl:rti()ns, h()$'-
cYer, xrc Pacsaril)livc in nillulr. selling
()ut sJ)('( ill( .1((()lr'rtir)g lrrlrtrncnts li)l
rlillcltnt t1lrt's ol cntcr'priscs in clillcr-
rnl in([r\tri('s, rrncl tltcrclirrt' ltr'c still
t.ltllcr ri!ii(l tonrput',.'il \\'illr lnl( [n:r'

tionlll Ac('()unting SIlu(Llr(ls (lAS) L]
il(l(lil i( )n t() pllssing n(\\' a('(r)rlnling
lrrrvs ancl rcgLrlutions, oltinu join,,rl tlrt'
Intern:lti()nxl Acc()trlting Stltnr.lltrtls
cl(nnrnillcr (lAS(-) in.lul\ l9()-. \l('rtr-
Irrship in IIS(- $ ill lrelP l'll(l J(c()un
tants beltcr trntlcrstentl inl( rnxli()n;rl
rlca()unling prx(1i(-('s xn(l ,.ti\( tll('rrr ir

r0irc in tltr' intt'r'rt:rtr,'tt.rl . l ( ' ( r , l r r t I r r 1 il
c( nllnlLlltit\'.

I)cspitt tlrt'st clcvckpntenls. rtrcrts
()f lhe I'R(l il((r)unting Pftrlcssiotr still
nce(l inll)r()\'crncnl. li{ }r c\:lrlrl)l(.
(:llinr hlls \'(t t() cslxl)lish Jn in(lclx'n-
clent accorrnting stlrr't(lirr(ls rcgLrllrt(n'\'
lxxll. ln thc ll)scn(c ()l-xn in(lclxn-
(lcnl auth(r-ily, l!l()F is lesPortsilr[' Iirr
lr)rnrul.ltinS. r.srring. :utrl itrlrrri,rr\lLrrng
acc()Lrnting rcgul:lli()ns in (llrinil. ll)('
A((oLlnting soci(t\' ()l Olrin (As(l)
locl the Chiocsc Inslilule ()l (-('rlilic(l
l)uhlic Acc()Lrnlilnls ((ll(:l'A ). l)()tlr
lrranches of IIOF. arc lcsponsilrlc lirt'
rt'gtrl:rtirrg. gr 

^ 
(rntnF. :ln(l r)trntil{'riltg

the relirrnt lncl tlcvclrprnr.nt ol tltc rtt.
c()unting p[()ti'ssion (]l(ll)r\ JIso :rs

i\unlcs :rdnrini5lrxlirc atrtlrrritr. dclt-
girled l)\' \lOF. tr) scttc us :t lrritlgc
l)ct\\'c(n lll( 1.1.,\1 r'rlrrrr'nl :rrt,.l ;tr':r,.ttr'.
iil!,l ircc()unlxnts

C()MPARING LED(;t:Rs
Forcign plavcrs in tll(' l'lt(l .tr( ln)l)-

ing thut IAsC nlcnll)erslril, \ill hclp
elign (ihincsc prx(ti((s \\'itlr lnt(rnr-
li()nrl stiro(lxr(ls.'l ltc ntltltirrrttionltl
(()trtpanies anrl iorliriclLr:rl ('rltr('Pr-(-
,rettrs lh!ll lterc inr'r'slerl lrillions I)f
dolhrs in Chinu sincc 1992 lLrv( llnun
<ial r'cpor-ting nccrls as <livctsc lts lltc
miln)- c()unlries tllc) rcl)r(s('r1l'l lr()ugll
PI.l(l xcc()uDting stxn(lil r(|' glutlLrullr
rure coming inl() linc \\'itlr lAs. lh(r
('(rllinLle l() scnc lirsl llrc r(rluircn)cnts
ol thc Chinrsr- (-ent.rll ln(l l(x'al ).i( \'
crnrDcnl tll\ iIrlh( )rili('s. (:( )ns((ltr(]rtlY.
lirreign invcstors likclr rvill (()ntinu(' l()
finr-l it clilficult 1() (()rll)lrt tltc linrtn(irl
nrerils rr[ rL l'R(] irl\'e\trl)cnl tlrrucl \\'ith
in\,cstnlcnt pr( )sp( ('ls clscq'ltcrc. llrt'
I'R(.5 D(\\ h,rrrr ('l crrt('rl)rr\(.llr( 1,!lrll
.t,xk lrnritt'Ll (1'rlll).rnv r.\.1' I). ll'i,. i\
llr( (ln( ( \( ( l)lri,Il-\tl( ll (tll(rl),r\(\
IU)iaJIl\ usc lr('('()Lllltirll.l 5lln(llr[(l\ tl)Jt
:rppr)xirnirtc I-\S.

\orrt,tlrt.lt,ss lrotlr tltc nrultinutirrnrtl
c()rp()r:rti()r't \\'irlr scvclirl (llrinll in\(\l-
nlcnts lrn(l lhc qrttrcl)rcneLrr \\'illt:l
singlc ioint !'('Dl(rrc n('e(l to trtlrlct-
stencl hnlncirtl slillcr)l(nls 1.)r'r1Itt'rcl itr
lrcrrrrrl:rnc'c \\'ith Pl.l(; ra(r)trrrtir'rg s(rlrl

<llrrds irr orrlcr t{) I)rcl)irr( l'inlrn('ilrl
sllltcrDenls ir't lirl(' uith IAS ()r ()lll(r'
lI]irlUrr. \\i(l('l] .r(((l)l((l .r((,!trnlirls

'l'l tt tt 11ql1 l'R(.' a t'c't tt t t t I i t tlg

s t tr t t d rt rcl s .q ru d t r a I l.t'

dre cotttittg ittt()

litrc u'itlt IAS. t ltc.t'

corltinuc to scn'e

.li t'st tht,,'u I t t i t'(nt( ) t ls

(t'the Chiilcsa td.\

Lluthut'iti$.

strln(l:rr(ls. srrclr as ['S (irn(t':rlll Ar'-
.cl)l(.(l A.c(runtin.q I'rin(iplcs ((;Ar\l').
Sorrrc 11cDcftrl (lislincli(n1s l)tt\\'ecn lr\S
in(l I'R(. I"ll- lrca()unting slenc[rrcls tltul
in\'(st(ns \h()ul(l t!kc inI() (\)n:i(l(rir-
tion irtclrrclt:
I Selectlng a method A lrttnrc$'ol.k
()l ir('('{)unting principlcs untl c'ottrcn'
ri()rT:, IAs enxhl(s indi\i(luirl (jnt(r-
Irrl\( \ Ir) \'l((l .ll)l1ri,l)rl.ll( :l((r,tlllllrlg
Polirics so thrrt th(ir linancial strttc-
rD(nl\ x(aur:ltcl\ rcfl(ct lh( r'nlcr'
prisc. s linunr irl c()ndili(rn. l'll(i rc.qtrla-
tirrns. rln tlrc r)lltcr h:tnd, clrt nol
inr'ltrrlc lrltcr'nittivcs that rroukl ulkxr u

rkgrct ol flcxibilitt'. Acllrrr!n(r' l() I'll(l
r(.gulirli(,n: is nrencleton
I Accounlr receivable l)rolisiors li;t'
rkrrrlrtlirI :rtc<rLrnts lct'civltl:lt ltrt re
<lLrirt'tl hy IAS rrnclcr-lhe prr.rrlcnr't'
L,,n\(,lrl \\lri(11 r',rll5 li)I (['lcrtlli|lrr
li()ns l)irsc(l ()n iu(lgcnicnt. 'l hc l'lt(-
rcltulrti()n:\ stiDulxte thll g('ncr.ll l)r()
!isi()n5 l()r l((()Llrtls r((ci\'rtl)lc llr(
onlr to lrc rrturlc in accrrrlltnct u'itlt
lll( I)crccntxg( I)rcs(ril)cLl lrt tltx :ltt-
Ilr,nilir* llr( l)r(:'(ril)((l r.rl( li,r i,)inl
sl(xk (()n)l)lrni(.s is o.J Jrcr(cr1t ()l lll('
:r((1)unt5 r'r('ci\lllrt' brlrrncc us rrl tltr
([ltc ()l 1lrr linant'i:rl strtertrcnts
I Stock value I nclcr l:\S in\(nt(].\
PIor,isiorrs lirr nrt rtelizulrlc r:rltrc.
sl(x k sl)()ul(l bc carriecl ilt lhc l()\\'cr ()t

(()\r ()r'ncl rcelizeble txlLrc. l)ll(l slJn
rlurrls. lrouutr. pcrnril invcnt()r'\' t)r()-
\,\r(,r)\ li,r l](l r(:rliT.rlrl(' rrtlttt',rttI itt
lrt'c'ortluncc \\ ith FIE tsg(tl.lti()ns. li)
l)c lr\ (le(luatil)le. suclt I)r{r\ isr()ns
nluj,l l,(. ,llrPr,'rc(l lr\ l'll(. Lr\ .rrlllr,,r-
lics.
I Deprcclatlon Deprcci.ltirnl ( lrirt!( :.

r((luirc(l l)\' IAS rLre haser.l ()n lltl r'(()-
n(nri( lrsclirl livts ol assets. In lhc I'lt(1,
Irou t.r'cr, (lcpleci;l1i()n t ltlrgcs :trr'
hltscci on rllc.lsLtrcs ()l xsscts trst,irl

THE cNltlf A Busl ESS BEvlEw lrtlt 1tt!tt't t't)\



I4l(,' latrtlcts rt colqt t izc

t lte t t t.tgt, t t ! t tt ccl

.fitr tbc c()u n1,1,'s

dcc( )t t t t t i t tg px lbssiot t

t() keep ttl) u'itl.)

clotttcstic rt'li tt'ttts tt ttd

.fitreigt cotrt tttcrc irtl

itttrtlt,etrtcttt.

BEYoND THE B()<)Ks
ln:rrldition n) n()tinli (lill(r('n(cs in

xcc()unliilg stanclar<ls. in\'(,sl(n-r' 5lx)ul(l
hctrrnrc t:rnrililrr \\ rtl) (:llinll s l)uiin(,r,i
cnvir(lnnlcrll xn(l its irlrl).1(l ()n lr (1)nl

P.lrr!"' lill.rDi'r.ll \l.ll('rrl('rll\ ( )rr(' rrrr-
p()rtxnl clc,rtenl ()l lhc l'll(. l,usilr('ss
cnvir()nnrcnt is tht. h:rntlling ()l rr,-
l:llr'(l-l),lr'1\ tr:rn\ir( tr( !rl\. rr lri, !r r .rrr ir]

clrrtlc Lr:rns. lolur grrrrlrrrtr.es. :rntl rrrn'
nrrtteriul prrrcltuscs. \1( )l' rclt;rst.tl itr

.lLrnc l99a tl)c r\(r'(\rnting StrtncLtrcl lirr
Ilusincss F:nlc{)r'iscsr I)is<losurc ol li.-
l:rtcrl I)urt\' Ilrllti()nshil'rs arrrl'lr:rns;rG
li(nts. lJascd ()D IAS. tlrc st:rDrllrltl rc-
q Lr ires listc(l a()n)l)irnic5. rrrtr.l
cn(()Lrllg(s rrnlistctl fllnrs. to rlisr'Irst.
r'elatecL-per'ty r'clltionships urrcl tur'rsur'-
tions. \oncthclcss. irrvcstols shr;rrlrl
grtin :r tlt,,r'r'rrrrlr rtrrr['r'.t.rnrlinH ol :r11-

niliclnt r'clatul l):lnv tr-irniil(tir)ns iln(l
thc pror'cssts ltnrl intcrn:rl r',rntrols
ovet sttch tr:lns:l( li( )ns.

['()rcign invc:'l()r's alro shorrlrl hc

lrrr:trc,,l tltt' "tr'r.rnSlrtl:rr' rltlt .rtrr.rtr,,n
in (lhiD;l tlt:lt has rcsLrlttcl lrorrt crrrrl
panics (,1)t:rinin{ kun gt[rr'rrntr,r.s I'rrxrr
tlrrrrl p:rrries Io (rrr(r llr(ir (l(l't ,,1)lis.r
ti()ns. I nlil rc((jnll\'. ll]c l.l(r lll:lt (r)nl-
prnies \\'rrr nrx r'crltrircrl to tlisr'Lrsr'
sr.rch inf(}rrDati(,n ilr ll)cir lirrirn(i:rl
sllrtcn)cnts rDl(lc il (lilll(ull lirr tlnun-
cirl instilLrli(nrs lrnd in\.c.stors lo lrssr..ss

tlle risk ()l in|esling (lel)t or trrlrit:rl in
r PR(l (()n'rpln\. t n(l(r l\l()|i'.Jun(.
1997 pr( )tr( )unacrlrcrlt. ll()\\'(\'('4, (()r)1-

Plrnies o()\\' rrr:r1 lrr' rr.'rlrrirt'rl t() tlis-
close inlirrrurlirxr llxrrrt Lxrn gtlrr'rrn-
tecs olr(ainc,cl tlrlorrgh tlrirrl Prutics

Also ovcr tlle llrsl scvcrlrl Icers, L>
c'al atrtlrrritics hrl\'e:rttrrnPtcrl to cr-
r'orrreee lirrcign i,rr'( strr('nl I)\' l)r()\'i(l-
ing \':rri()us t.rx rn(('nlivci llLlt rlllr
havc lrten in(()nsistcnt rr'ith ccotrul
g()!'ernrDcnl p()lic\'. Irr \l.lr(ll. tll(, St:rt(.

C()uncil issuc(l rr n()ti(e in(li('xting lhiLl
kr:Ll authorities tIr not huvc thc riglrt
t(, lrl)ilr.lril\ intcrl)rct r)ilti()illl til\
l:l\\'s. ()r grxnt tilx c\cnll)ti()n\ r)r r(,-
ductions tltrI il,c a()tllrir,l t() llt(. ((.n
tr:rl golcrnnrrnt s lxx rc8ululi()ns.

PREPARING
FOR TIIE l:TITIIRI'

l)R(i lcerlcrs rcc().r{,)izc tlrc Lrrgr.rrt
r'tcctl lirr tlrr' (()unllt"\ .l('('()unting l)l()
lcssirn to kcryr rr1.) $ith rkrrrrr.,stic r'r'-

lornrs ;tr'trl lirlcign corttrttr'rr'iul invr,lr'c'
ntent. All(,r iotr()(lu( ing n:rli()rlrl
ir ( ('()Lr nl ing e\ilnrinilli()n in l()()1,
(lhinr hxd l2+,1)0O (ll'As, intlLrclirtg
in.(xn) l)r.r('ri( i g ilt (,.-Ur) (.1,\ lif l.
lr\ \'car cnd 199(). 'li) nl(({ tlr( nt'r.rls
()l th nlrrk(t. (:l(:l)A .rirrrs trr irtcr(lrsc

FOCUS

its rrerrrltrshil'r t() J50.(X)0. inclrrrlirrg
-lO{).Ol)0 pllr(ticing CPAs l)\' .l0O{). xn(l
I,r il,tl,(l( f-rnr llt(ltnrl .lrxl, Ix) lrrll(li('-
ing (ll\s-l)\ .10l().

l-lrX(' rnt(rn:ltr,)nill :r.torrntrrrg llrrtts
elso rtic lrluling:l I).ln in tr:lining (ilri-
Il(,\(,(:l'1\ lltt,r .rr., lrt,ll.rn$ t,, rrl]-

Ptorr' ( lttttc.t tltli\(t\tttc\' .r(( rtrltlrt},l

Progr.rnrs lN rrssistinl.i in tlrc rlc\'elD-
r)t(,'rt ()l (()rc <rrrrir'ul:r: [rrntling lxrtlr

'.llrl.rlsltrP. .rnJ Irrrrlis',:ri.rl rlrrrrrs irr
ir(-('( )unl in{l enrl arrrliting:1lnd l)r()\'i(l-
ir'tg rt:rrtlrttters. lc\llnx)ks. iln(l {)tll('r
t(r lrrri, .rl tf.rinirrs rtr.rtrrr:rl ln :rrklitr, rrt.

tlrcsc flr-rrts rre tririning p()st gril(luillc
slu(l(nls \\'lr() \'olk in thcir l,lt(. ()lliccs
rrncl in othcr' (lhincse (ll)A lirttts 'lltis
tr':rining inr.lrrcles Iirr'nrel cllrssIrrorn lrntl
()rr-ll)('i()l) trxining as tYell :rs ,rT crstlrs
stu(l\'in (()ulrlrics that hlrve ol(xc (l(-
vcl()l)c(l lr(a()unting rrnrl rtrrliting svs-
r(.llls. in(lu(ling ALrstlxlirr, thc I nil(.(l
Kingrirrn. :rncl tlrc [-nit((l Stxt('s.

(ll(ll)r\ ulso int(incls lo inrl)lclotnl ir

li rrrttrl t Itllit r' (1 )nl()] r(.\'ic\\' pr'( ){rilnl
:rnrl ProrDotc lhc nlcrg(r ()l (.lli,r(s('
r((1)!rr)liDg firnts. Srrclr rncrg(rs \\ill irl'
l(^\ (:l(:l'A t() l)cllcr nn)flit()r rlrc l)rl)-
It:r'iorr. (]xrsoliclation of thc inrhrstn
u'ill ulso tnlrl.llc :rac()untin!i firr)l:\ t()
trtilize (urr( rics ol sr'ulc in ckvtLlr
ing I)()li(\. nr()nit(,ring r;uulitt', anrl
IrJining I)r(r!,ssi()nal stlrll.

Irt:rdclition l() lhc lcccnlll isstrcrl rr'
llrtctl-Plrrtl' trlrnsll(ti()n stenrlrrttl :rnrl
ilt]()tl)(r ()n (:lsll ll()\\' stxtcrncnts. l\l()l:
lr:ts llnishcrl drxliing .31 stantl;rrcls on
srtclt issrrcs :ls ll(c()unting lirr crrslr lrnrl
r'rtsh r:'rluivlI:'r'tts, crrr'tsoli<ltrtccl I in:rn-
( i;lI sl:ltcntcnls, c()nlin!rn(ics irn(l
('()rlr)lilrrrtnts. lnrl lirtrrr-cs.'lhcse rcg-
rrlrrti<;ns urc c\pc(1cd t() lre rclcast,cl
\r, tclint( llti. \c:lr. \\illt Irrii,rit\ !ii\(.,1
to clisc'krsrrrc sten<lrrrtls. Aclh,:r'r:ncc to
thcsc stltnclerrls \\'ill l)e tllulld.lt()r\ li)r
i()inl sl()(k linritecl courparrics. errtl sill
lrt. rct onrnrendcd f()r ()lltcr cnt(.r
priscs

'l ll( l'lt(. hrts nurtlc. grcxl stri(lc.s
()\cr lh(, lilst fivc vc:rrs. 1n(l (\)t)lirlucs
to ur;rkc signilic;rnl cfli)rlr t() inll)r()\(,
ils lr('(()ontir)ll pr'olcssion. I)cst)itc rc-
(cnt xn(l inrlrincnt rcgulllt()r\ (l(\cl-
trpntcnts. lrowevcl. li)reign iDr( sl()rs
slrorrlrl <lcnrenr.l thxt l)R(; rc.rlLrlirl()rs
:rrrrl .l(ri,lrnlrn.L{,rlli('r.rl\ ('onllnlr( irr-
t r'r rtlttr-ing cnltan(c(l sl:rnclar<ls tlr:rl
rrill lrr. lP PIi'l('('l rn\('\ll]r( r1l\ rrl
(,hirrlt. Altl invcstor-s rttuirt lrtsisl
rvitlr :r tlcgrcc ()i I)irticnac-lhrt tll(,
l)l{(l llcc()rrnling profession l:rke lrn
.l('tr!'(, r,l(. in tllr.(.\i,luti',n ,,1 (.lln.r.
( (luit\ rrr.rrk( t. n

tr THE CHIIIIA REVIEW lrl\ tt'.,u't I')')t

livcs tllirt lrc tstahlislrcr.l l)\ lil\ :lutln)ri'
tir'. IjrrI r's.,rrrPlr'. l)llt r(grrl.rtiot]:
sl)(\'rlv rll.rl lrrrihlirr),l. rrrrr.t l)( rl.lTlirr-
lrlc(l ()vcr .ltt Icurs, (), .lnollt(r Jl)
Jrrrvr.rl tt'rrr. t nt[r Ir\S. tltprnrling on
ils ((()nr)nli( trs(lirl lilc. th:lt i,rllrc
lrrriltling rrlrv lr, rk.pr-cr. ilrtr.rl lttucen
1lr. t \(.:lt'\ llrtr.. tlrt,r't rrr.rr Itt :r .i.r.l

nilit ent tlillt'rt'rr< r' lrrtrrttrr tlrc <lcprc-
r'ietion t lrllgt-s (l(1sntli11((l in .lca()r
rllrntc rvillr l.\S lnrl llt()sc tlltr.rllttcd
;t<t'orcling l() l'll(. ilc((,rtltling :\t:ln(lal[(li'.
I .{sset valuatlon lsscrs (llnrrilrur((l
:ts r':t;ritltl or Sllrte-rrunt<l ilsscls :'()l(l
l() .ril irlvc\l()f nrusl l)c. \'.llue(l b\' .r Ii
('crlsc(l vlll(rirti(nr prolcssionul enrl lt1.>-

prortcl Irt lh('Sllrt(-{)\\ne(l Ass(ls l}u-
rclrtr. I)l{(l r( 1.{Lr lill i()rtr' rc(lrrirc tl)irl
lr.sr'ts I'c t'r'1 ,,r'rlr.rl rrt il (,,rll):lr)\"\
l'jli(l lln:rnri;rl sllrtcllt(!rls busr'cl rrn tlrc
\ ' 

. r I l r i l I i ( , r r . rr Irr,'lr t'.rrr lr(,(lilli,r(,nr lr{ nr r

tlrc ()riilir)irl (()sl ()r rlxrkcl !'illLrc ()l'
llt(, irsi'cls I lnclr,r lAS. llrc rnllrkct
v:tlrtt'ol ltrt ltsset is uj\c(1.
I Income taxes l,lt(. r',-,gul:rrionr pr{}-
ti<lc nrr gtricler't< r, (),1 ;l(('(,r,nting li)a
ir'l(()nl(, lil\(s. l)x11,(ulxrl\ rlclirrt,tl in-
(()r)lc lu\(s l(cr)r(lint l() lAS. rilll(r
tlrt. rlc,lcl,tlrl (n lirl)ilirl rn(lllrxl \lx)Lrl(l
bc usr:<l lir[ l;l\ J((()unling.
I Contlngencle'li lirr prrr;xhcs ol lAS
()r t S (;A.\l'. (rlnling(,n(ir,\:rr( (lclinc(l
xs:rn (\isling crrrtclrliorr. sitrralion. or
s('l ()l' (it.tlnrslillr(r's inrolting ttnccr'
tilint\':ri' l() 1!rssilrle g:rirr (rr lr)ss t().rn
enl(rl)ri\(.. slritlr ultirtrrtcly $ill lrt, re-
sohcrl r!lrtn 1l lirlrrr'c ('\'c,11 (n sct ()[
r'\eDts ()('(-ufs or lirils t() rxr.trr. l'R(l
r(glrlxti(rrs (t)rllrrir1 nr) Prrrvisi()rrs Itrr
('()nringcrl('ic.s. I nLlt'r lAS. Pr'ollrblc
ltnrl t'slirtruhlt ('()nlirli{(nl l()sscs
shoukl lrr.. lrorrrcrl. lrnrl illl ()tlrer sLr(l)
( ( )rll irrgcrl( i(' r'eclrrir'c tlisclosurc r.rrr

lcss <lt'tl)t,.<l "r(flr()l( (:r sligl)l cllangr
in lirlrrrc (vrnt\).



A New
Ti"iumvirate

Tbe Nintb
National
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Congress puts
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tttill lead
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next century

I )//,)il lkt(hm rt is (hair
of tht' ( .:bitta Shrdics

I'roqrum al lb( t lrtitx,t'si l.lt
t)f W^\binebi.

But Zhu Iir((s :r (lllunling ('c()n()!nic rc
hrrnr egcnrllr. ln<lt't'tl, an irony oI that
agcncla is that eltlllrgh srrcctss wotrlcl lrclp
creitc c(nnnx)n grorrnrl lxlwccn (lhina and
V<rrlcl'l rede ( )rgxnizxli()n (v'l ()) rncrnl)efti,
especially tllc llnit('(l St:rtt's, it wotrld also
nrakc (lhina rrttrrlt rtto( vulnctulrc t() the
types ol problcnrs rssociutr'<l with the
Asian "llu." Tlru will k'acl lhc Stal( (i)uncil
rn dt:tling witlr nt:lny r,I tltt' issrtt's rlssrxi
ated with gkrbalizati<xr. g'ranitrrlurly lxrnlers
opcn t() (ill)itrl lIrws, at tlrt' cntl ol the
lwcnliclh .riltrrry. (;lrinx (r)ul(l herclly find
a bcttcr chanrpion in such efforts, but
whcth< r rlrrrrr,. rlir' rt li,rrrt will :rrrtlt'r,ttt . rn
light ()f its p()tcntixl s()(ial c()nscqucn(-cs,
rcnLrins un(cnllin. livcn l(ss clcar is wh<r
woultl cornc ()ut ()n t()l) il l splil within the
elilc (rcurrc(l ovt'r thcst rlil-fiurlt issucs.

Z1lt,'s Mtsst()N
Many ol tlrc rlilliculti<'s trrnlronting 7-lrr.r

sl,.rrr l-rr,rr tlr( irxlnrl):rtrlnlily ol tlrt issttr's
.lt lrlln(|. As l)r('rli(,r, llis printipal t.hargc
for l99lt is t(' r r r i r i r r I : r i r ! . l r.rl( ,rl ( r1rn.,rrri('
growtlr ol :rt l(.irst l'l l)(.ftr.,rt. At thc same
timc, lrc cxlxtls, antl rs txlxrtr,ri, to deal

with thc l)r()l)l(,nrs ()l' li{J(c-()\uncd enter-
prisc (S()li) rtfirrrrr ovcr the next thrcc
ycxrs (&,r, p.8), l)ul S()li rt'lirrnr is brcecling
rrnrcst. ()vcr thc llst two years, protcsts
and tlcnronstnlions lravt occrrrrccl wiclcly,
il-slxrrutli<ally, irr url)1ln (entcrs.

A sinril:lr sd ()l cxlx.(lxli()ns exists wilh
regur<l ttl tlr< l)xnking syslcnr. which is lt-
ing rt.lirrnrt,tl t() lirn( li(nr acr'orcling to rrrrn
mercial princil>L's. ()nc goul ol the current
rel<rrrrrs is t() \r'rit(, ()ll or rtr'ovcr :rl lc:rsl u

sul)st:lnlixl ponirxr ol tlrt lxnking systt'nr's
rlrnlx'rlirrnring loans, whi<h n()w c(lurl 20

J0 1x'rr'cnt (), Stllc l):rnks t()l1l l(xns. Yel,
t() kccp (lllinir's growlh r:rle rclatively
high-thc hi8l)esl i Asix-llciiing intcn(ls
fi)r llle (knu('sli( lranking sc<tor to ptrvidc
rnuch ol tht'llntls lirr anrbitious infitstnrc
trrrc invcslnrcnt an<l housing rclirrnr plens
()ver thc next thrce years. (iivcn the krDg
pay ofl pcriocls ussrx iat<'d willt inlixslru( -

lur( l)r()icals. il r(rnxins rrnclclr how banks
will lirntl str<lr g()v('rnnrcrll projcct.s or how
Itrnding thcsc projc<ts will hclp tht'ir bal-
an(c sll('('ls. 'lh<' governrncnl has rcpon
cdly lirrcsworn lht rrsc of bank punrl'r
prinring. llul its urging ()l banks to lenrl t<r

l)ut'ii lJtrt'lt nta tt

he lcsrrlls ol (,hina's Ninth Natirxr:rl l'eopk"s (irngress (Nl'C) in
M:rrt lr lrr:rrkctl :r rrta jor transition ir.r lht' l)ll(l le:ttlcrship at a

tirrrc ol grcirt unccrtllinty in thc Asia-l):rcilic rcgirxr. 'l lre ap-

l)()intrn('nt ol- Zhu llongji :rs prt'rnicr:rnrl ltis l.rowcrful perfirr

E

rnance at tlre ncws conference at the cl()sing ol'the <rngress raised great

expcctuti()ns-at hornc and alrroacl-about an ucccleratctl pacc of rc-
frrrm, even though (ihina and the rest of East Asia nrtrst cope wilh the
region's fi nanc'ial crisis.
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In his mttv./rom lhe

.\'ld tt, (.( )t t t t( il lt t I hc N I )(..

Li l)crt1| hcts kxl d md-ior

hasa of' lxtutcr in tbe.firnt

rl' his ahilit.y lo control

the ctgenda rl'thc State

ctclministratktrt.

stinrulatt. tlrr' e( ()n(,my nray also rt'kin
cllc inlleriorr, rvlrith [x'akccl in lt].).1.

M<.anr,r'hilc, Zhu hxs c()ncedcd th:ll,
tlxrtrgh tcchnit'el rrpgracling ol (lhincsc
inrlrrrtry lr.rs lon,.l l)(( ,) (,n Il( ijinE \
agcn<la, rrntil rcccntly, lirnds hacl bccn
divcrl((l t() otlrcr uscs rt the cxpcnsc
()l (illinas cclucalional and te(tni(il
l)asc. At his lx)sl-Nl)(, press conlcr'
r'nr'r'. Zlrrr stlrl((l llr:ll tlr( r(\trLr('turing
()l tll(' r)rinrslrr( \ ol- thtr':tti,rn lrncl st i-
cn<c an<l tc<hnology will finally cn
.rlrlt rn,,It ,r,,n(y lo l.l' ! l(, (du(xli.'n
and tcttnokrgi<al nrr xlcrnization, lhrrs
t nlr:rnt'rng (iltrn:r s Lrng-tt'rnt r'ortt;r{r-
livcn<'ss. Nt,wly lplxrintcd 14inislcr ()l'
S(icn(c rn(l 'lethnology Zhu Lilan has
Irng pl.ry<l u , ritir.rl r,rlc in (.hin:r:'
''116J ProgrIrll t() dcvcl()p its Iligh-
l( ( lrn()l()gy llrsc. 'l-hc progranr. which
u'.ts :tPPr,rvt<l l)y I)cnH XiJ(,ping in
Mar<h l9fi6. slrpp()rls high-te(-ll rc
scar< h and tlcvck4rrnt'nl p()jcctr' with
in(luslriirl spinoffs. tll)grading thc
(innmissi( )n ()n s(icn(e and 'l!'chnol-
()gy li,r Nali(nral l)elcnsc lr(nn a Lrnit
undcr tlrc I)c()l)l(s l,il)cilri()n Army t()
a rninislry also will cnhancc thc Statc's
:lhilily t() ((x)rdinltc s< iencc and lcr-h-
nrrkrgy pr,,rttotion. :rs tltc Jr.[t,nsc in-
dustry ll.rs lrcn a kcy driver ()l-nx)st
l,R( ; high'tc(Jl rnrlclvors-

llul lhe rc(listril)ution of lrudgetary
lun<ls among S()vcrnmcnl :lgcncirs-
always a clivisivc grlitir al prtxcss has
y(]t t() rx\1rr. 'li) thc cxtcnt that Zllu
(an lirlit tht' hcnrorrhaging ol Statc
lln(ls t() rul)l)(,n th( Solts, hc shoultl
l^- al.lk'to cxpancl gradually thc llnds
lirr high'tcth rcsearch and dcvckrlr
ri)cnt- Mri()r rcsults l'rom such elf()rts
toulcl takc nrrny ycars t() cmergc,
lrowcvcr. Irinally, Zhu nust try to man-
agc all of thcsc issues in an intcrna'
lional tnrirrrn||rt,nt in wlritlr (jhina's
cxp()rt:, will find ltwcr Asian l)uycrs,
and lhc nunrl>cr (r' Asixn invest()r:t-

Olrina s largcst sotrrr'c ol lirrcign invcsl
nrcrrt tt r cletr'-$'ill shrink.

RAt.AN(:tN(i P()wt:R
Als() (()Il)l)li(rtir'11{ Zhus tasks is the

l:r('t tlr:rt in tlr( ('rrncnt lx,lrtit.rl ;rligrr
lll(,nt lr( is rxrly ()nc ol tlrrec lin.h-
pins un(l pt'rltups thr: wc:rkcst p()liti
(:r lly. l)r(,si(lcnt.liirng Zemin h:rs
('r(xl((l il lri polar lroliticel lir'te-up con
sisling ()l l,i l'(.ng, Zhu ll()ngji, :rn(l
Irinrscll as llrc lirlcrunr. Ncithel l-i n(r'
Zhu alonc is likcly to hc ahlc to <lral-
lcngr' -liang. un(l inslituti()n:ll rivxlry,
rnr()n8 ()thcr rcls()ns, nrly Prcvcflt
Zhtr an<l l.i li()In x('ting in c()n(crt.
lieng, skillctl l)()liti(irn thirt hc is, eyr-

l)crrs l() hilvc r'reatcd su<lt a diviclt'
:rrrtl rulc xrrxnLcnlent prccisely bc-
carrs< it rrrakcs r'rrlltrsitrn betwccn [.i
rn<l Zhrr clillitrlt and rcquires lxrth t<r

apltal lo lrirrt li)r sul)l)()n.
ln his rrrovc lr(rrn llle Statc (i)un(il

l(, llx, \1,(:. l.i l'(.n,.i llrs l(,sl J,lliri(n
lrasc ol grwcr in thc li)rm <:l[ his rbil
ity t() c()nlr()l tl)( ilgcnd ()f lhc Slate
r(lnrinislrali()n, l)ul llis p()liti(al stay
ing p()wcr shoultl not hc underesti-
nlJl((1. Mlrny ,ri- lris Irrotcgis r(rrtlrin
in irrp()nilnt lx)sitkrrs within the Sl tc
(]rtrn<il, an<l l,i. n()w Nl'(l chairman.
r({lrins llis flufill)cr-tw() p()sili()n in thc
(i,l|rrIrnisl l).||ty. (i,nv( nli',nJl wij\
<krm hokls tlut l.is a()nscrvativc tcn-
dt nr ics will rrrakc tltc Nl'(i, and cspc-
(i:rlly ils strn(ling (in rniltec, a lcss
indcl)cn(l(nl lau'nreking l)()dy tlr.ln it
w:rs unrlcr Qia() Slli. liut this may lx'
r nr isp( rccpl i(,rr (s!!'lh. (:BR, J^^n-
ary litlrruury 199u, p.tl). as I-i must
strcniqllren the Nl)(- instituti()nally 1()

rcn) in in p(,wcr. ln tiDlc, l-i :lnd Zhu
rtr:ry l-in<l tlrcnrstlvcs at loggerltcarls,
l) ni(ulxrly il the Nl'(l trics l() ()vcrsee

tlrt aft:rirs ()l lhc strtc (i)un(il ()r iI
tl)( Slxtc (i)uncil cxpe(ts thc Nl'(l lcd
lry Li to lrt, n() rrrr( inlcrvcntir)nist
tl);ln n()w. Iivcn witll()ut:l new instillr-
ti(rr:ll l)irs(.t() supp()n him, Li l)cng
Iras tlcnroostrllt.tl ( ( )nsi(lcrahlc p()lili-
<al staying por,r'cr sincc l9ll9.

'lltrrrrglt Zhu currcntly is riding a

wavc ol g4rularity, tirre largely to his
suc.css in l)rinriing llx,ut thc s()ft land-
irg li)r tlr( (\'rrl(,llry. tlris l((lanlatir)n
ntey lrc llcctinS. Zllu:' supp()rt hrs
u,axccl ancl wancd witlt thc results o[
lhe ligllt glinst inllation. Ilrcsurnahly,
()lh( r nlr( r()e('()n()rtli( varial)lcs (r)uld
Jl:'(, irll(\'t lti:' stiln(linA. Zhu, whr,sc in-
tclle(tual lx)wcrs arc witlcly a< knowl
cdgccl, is r('(()gnizcd as a vcry de-
lllln(ling sul)cri()r. ll hc ignores or
pushcs asi<k thosc olfi<ials whonr hc

trrnsirk,rs to lrt, less tapablc, Zhu risks
provoking lrurcltrrc ft ttic' resis(Jn( c.

l'rr.rlly. il .ll)lx'.rs llr;ll r'rrrnorttit
liralnalg(nrctrl is Zlttt s r'ross to bcar.
Slroultl ecct.lcretecl rclirrnr suctcccl. il
will rctilrn<l t() llis (r(dil. Ilrrt shrrr.rltl
lll(.re lx, l)r()l)l(.rls-xnd il is xll l',ut
guurirnl('( (l lllill llrerc will lr-Zhu
will lrt.in:r vuln('rirlrc p()siti()n. lnlh-
tii)n c(lrrld lirel l ruslr l(, wilhdrilw dr
lxrsits lionr ll)c l)xnking systenl, whi(h
in trrrn wrxrkl tlcal lr scvere lrkrw l<r

ll)('St:lte's rl)ilily k) guide the c<rrn-
<xrry. Zhrr wor.rlcl bc thc first t() takc
thc blarnt, i[ leyoll.s or inflrti()n (rrkin-
rllcd lry punrp grrinring) resultcd in
,{r()win!i I)r()l(]sts irr (;hinas ud)an ar-
clts. ll srri:rl (llrr(\l \l)r(':l(ls ()r inlcnsi
fits rapi<lly. an<l tlre lrncfits ol acccl-
er:rt(.d rcli)rnr l:lil t() manifcst
tlr( ur\( lv(:. (lur( kly. Zhu s pi)\iti,,n
wrxrltl sullir. Agrin, tltis fx)siti(nring (r'
Zhu appcars to lx'thc strategy o[-liang
Z(nrin. wlt() lras disten<ed hiutscll'
fnrn (lhinas ctrrnornic- problems, and
tllus lr<rr) tll(. l)rilk (r'thc l)lxmc if thc
r( ( ('ssi(rlilry ctononry lapscs furthcr.

A(:(:ltN't ()N
I NTIiRNAI'I('N AI- EXPERIEN(:ti

.liang ancl lhc rcsl ()[ the lea<lership
xl)lx.ar t() lravt installcd figurcs wilh
( xl( fl\iv( irrtt rrr.rti(ln.rl cxpericn(( in
kry lx)sts. ()flicills $,ho c.ln perf()rnr
<rrnrlirrtrbly in nrr.rltilateral and trilat-
('r.ll ft,ntrtls ltr,* rtt:rkr' lrJ) llx rtt;ri)rrly
()l lh(.Srirlc (iruncil lcadcrship. Qiln
Qiallcn, nr()r(.than xny()ne clse, h:ls
hcen rcslxrnsib[ for olrinas gcnecrlly
succcsslul lirrr.ign grlity ()vcr thc l:lsl
fcw yt'ars. Ilc rctrincd his fx)sili()n ()n

tl)c l1)lill)rlr() and his p()sl as a Statc
(i\rn('il vi('( l)r(1nier, dcspite prcssrrrc
Irorn tht, rrrilitary in 1995-96.

Also anrrxrg th(,se vcrscd in intcrn:r
tional lll;rirs x('Zhu ll()ngii and his as-
s(x iillc \v:lng Zlrongytr, former Slate
[('., n(, r) l i( .rnr.l 'll:rcl< (ionrnlisr.ron
<haiflnan anrl n()w a Sl:lte c()uflcil()r.
\u(1'( sslv( li,flrxr Minii.lry rrf For(ign
'l rarlt. ln<l l,:(()n()mic Relatiors
(M()l'l1i(:) lteerls l-i Lrnr;ing encl Wrr
Yi have nxrvetl up tlle ranks as well. l.i
servcrl as vice prcrnier rcsfx)nsil)lc f()r
Iirrcign cconrnrt rclali()ns fr(xn l99J
unlil lhi:' J)ilst M:rrch when hc suc-
rttrlt"l Zlrrr ltrrngji rrr cx(('uliv( vi('(

I)r('rrrir'r. Lr L:lnrlrn8, rn ('(x)P('rrl!(,n
with Zlru. ii, rlow in r lrargt o[ rtrnning
llr( l'R(l ('('()nofiry. 'l hus Li has
crn(,rgc(l as Zlru's prin<ipal sulxrrtli
nrt(. Wu Yi s pr()ox)li()n k) the Stnlc
(i)un( il lt.s a rcsult ()l her dcnn)nstrated
('(,rnt)('t( n( ( .rntl Jrrol< ssionrlisnr
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sl)()ul(l l)c intt'rpretccl rs r l)()sitivc
sign lirr overlapping PR(- and t lS inlcr
csls. V/u J)rcsumably is t:lking ()\'cr thc
lrroadcr nranagemcnt ()l' li)rcign ((-(,
n()nri( r(lati()ns. l'lecllusc !ftr's pcr-
s()nll (r)n ((li()ns dre n()l rcl(lily i(l(n-
tifiill)le, h()wcver. gaining insight ()n
hcr is clilficult.

STt(:KtNG T() TH!: Rl,t,F:s
t ln(lcrlying rll politicel dcvclr:1r-

Ilr(,nls:rnr()ng tlrc top et.hclon is thc
cnr(.rging n()rnr ()l retirement ill :lg('70
(rrnk'ss onc is the prccnrincnl l('x(lcr).
Ar'lrrrlirtg l() ()ng K()ng rcp()ns, thc
rg(. lir)lit wxr' uscd k) li)r(c QiJ() shi
otrt ol thc l\rlitlrr.rro and thc NI'(1. Zlru
g()t in un(l(r thc wirei hc turns 70 this
ycar. Wlrrlhcr Zhtr will lt rctuinccl lirr
l scr'oncl Iive-ycer tcrm at tllc ncxt
Nl'(i in 2(X)1, rrr whether hc will l>e n'
gar<lcrl :rs l lunlc duck, rcrrlilins un(-(r-
tlin. 'l l)c sxore quesli()ns :rpply t<:

.Jiir,Tg Z(n)in. N()nethcless, lroth Zltu
lun(l .lixng nrust n()w pcrtirrnr thcir tlrr-
li(.s Js il tlle) intcn(l t() (-()nlinue scn'
irrg lx.yonrl 2(X)l-03, il only to cnsrrrc
cllirtrvc p,rlicl (lcrc[,])rr(nl rn(l inr

I)l(.I|)entilti()n. litrict ll(lhercn(r l() lll(,
r({irefirlnl:lgc alls() sLln(ls lo allcrt thr'
(.lrccr l)r()slreclri ol olficills sttc h es (r(r-

ycer<rlcl l,i l-anrling (wlro nray lropc to
lrurrnrc llrc ncxt prcnlicr) ancl others
lxrrrr belirre 19J2. or even 19J7. 'llris
n)x\'(lisl)c:lrtcn olde r olfitials r.r'htr

huve thcir sigltts set ()n t<p lcu<ltlship

B)sls :ln(l inlcnsih c(nnptili()n xnxrrg
lhc x,ung(,r gcnet1rtk)n ()l lcx(lcrs.

FrrBTrrER Dov N TtlE l-tN!:
(ihirra s lxrlitic;rl :rntl ccomrric cvolrr

ti()D sin.c 1978, nd cspe<ially sintc
l9U(), sugg(sls thil thc c(rDp()siri()n (r-
lll(' IcI(l('rsllil):lt thc rpex ol tlrc Brliti'
(irl sysl(flI rnlrltcrs less and lcss. lful llle
pnxcss by whitlr olfi<ials arrivc rl lhc
t()l) !ltatlcrs u grral dcal. sint'c snuxrtlt
su( ( (,ssk)n olrviouslv supJx)ns slxl)ility.
(inrlenli()us sr.l(a!'ssi()n stnrggl('s, u'lut-
ttr.r llrr',rtrkrrntr'. int(\hr('( lrn(cfl.rinl)
:llx)ul g()r'ernrncnt grlicl' :tntl ovcr:rll rli-
rcc'tron 'llrc \\'xy lh.rt -Jirnll rncl Zl[r arc
likcly to rulr w.ill prrhably a<lcl to thc
un(crl.linlv, siilcc th!'ir p()liti(ll clt'c('
livcncss r(,(lrrir(,s anrbiguity alxrrrt :[r
()llr( r Iivc-y(rr lcrn).

llu.lintixis .rs(cnsi()n t() tllc vt'e l)res
i(l('n(y ()l 1ll(r l)ll(1, mcrnwlrilc, (()nlifl s

tllc vic\\ tllirl hc is.fiangs likcl_v strttcs
sor. At 55. llu is tllc )()trDLcsl irn)()ol.l
th('t()l) lc:rdcrs. llc sils ()n lhc l'()litl)u()
Strn(ling (inrrfllitlec \\ith -lixng, l-i. xn(l
Zlrrr aml :rlso sen (,s Js lhc pr<'siclt,nt ol
llr(' l)xnv s(lxx)l ()[ lhc (]()mrn!rnisl l)llrI\'

Ocntr:ll (l(r Ditt(,('. A hrnllincr r"tcn he
\r'as l)!nv secrcllr) in'lilu in th( lrte
l9ti0s. tlu hrrs takcn nrorlcrltc ()r rc-
lirrnr'intlincd stirn('cr, irt r((cnl years.
Vi(c I)retnier Wcn _liirl',r() ln(l scvcrill
n)inistrrs in the n(jw Stlltc (i)un(il, nnlst
irrln'fl:lntly Ministcr (,1 l'ulrli( \(\urity
.Jix (;hunwirng, rrc sc( n l)y knowlcclgc-
,ll)l( 11(,ng (o69 olrscrvcrs .rs lr,rvinN
goorl lics $illr IIu. I)cspilc supp()rt
Ir()ol c()nscrvativcs :rncl lcllow tcr'lr-
n()('rxts. IIus p()sili()n is nol rrnassail-
rblc.

Vithin the St:lt( (i)lrn(il lcark'rship.
thcrc has bccn little chengc in tltr
l)(,wcr xlignflcnt. lhrt'c ()! thr li[rr
vicc pr('mier:' un<l tltrcc ol tlre lirc
sliltc (1)un('il,,rs .rr( in('lrnrl\'ntr'. (i,n-
sidcrablc turn()vcr :tt ll)(' rninislcrirl
lcvel, howcvcr, lras nra<lt tk':rr ll<-
ti()nirl or pers()n:ll alllliatiorrs tlifficrrlt
lr) (lclcrn)ine. llccxusc ll ()l lllc 22
ncw nrinistcrs clcrrly wr.'rr' l)r(nr()tcd
lr()nr u'itlrin tl)(rr r(sJ)(\li\( rrnirrtri(\.
(-()rrrprlcncc rnrl prolcrs ion:t lisnr rtp-

1xar to have lx.cn key t ritcria in rlc
( idinrl thc irl)p()intrncnls.

Ilrrt pcrsona I (()11n((li()ns hrvc
grlrrycrl l rolc in s()nl(. irpl)()inlnlcnls.
ar'<rrrcling t() lk)ng K(ntg p(ss rcp()(s
.rn(l,,tlr(r s,rrrrr't':. Zltrr l{rrll.alr\ .r:\r'(r-
ltcs (lominrtc tll(, l)ilrrking. linaDcc,
((\rr(rny, :rn(l tr.r(l( portlirlios. whilt
.li.rrr8 Z(rrrinr' (1)rllrrl:lr)(l llrr' Pl.1;16i;1g.
c([r(xti()n, r'ulttrrc, ltculth. rrncl agriurl
l(rrc P()rtli)li()s. ()tltcr rninisl( rs :rnd
St:ltc (i)un( il oflicials arr., illlllixls(l \\ itlr
Lr l'(ng. Ilu .Jrntlr,,, ;rrtr.l \('r .lrilll\lng.
i'(,('r({.1ry ()l' lllc (:(ntrirl l)is(il)lin( lD

Ikttb Zbtt andliang
must nou perform

their duties as if tbey

intend to continue

seruing beyrntcl 2OO2-03,

if only to ensure effectiue

prilic.y clcuclopment and

implementatbtt.

spccti()n (l()rlrnission ancl l)<.rli1bur<r
Stan(ling (l( nlrnriltce rnernl)cr.

Ass()cixting St:lt( (i)uncil 6gures witlr
t()p lcildcrs. ltowtlcr. olicn inr'olvcs
s()ninri ()r.ll pcr rDxl Iics ilnd ()verhp-
ping tcnurcs. An(l ev('n lh()ugh thc:jl tc
(:r,un( il irn(l il\ (.'n\lrllr('nl nlini\lri( \
have lx,r'n thc s('(nc ol' nrtrch burcau-
crrti( l)rtlling, rirrcl1' lrlvc rrinislcrs
playr.d kcy roles in clitc (1)nllict. P()lit
llrro mcnrlx rs llnd lhc l()p lcldcrs ol
thc l;lilte (i)un(il llrvc lx,cn thc prni(i-
pants in such rrmllicts in the past. Vhirt
cvcr hapl, ns rl lhc xpcx ()l the Stxtc
(ilun( rl, l,,rt.r!Ir lrttsittt ssc s in Cltinrr
slxrrrkl nrl crp((1 irrrrrlc(lillc changcs. It

$'ill tekc sornt. lirnc ti)r thc idcas and

;xrlicics o[ tlrr r1r'\! lci(lcrsllip t() perc()
lutt thrrLrgh ll( s\'\l(1rr. lvk)rc()vcr, lllc
hrrrear.rt retit rr'slru('lrrrirlg $ ill ktelr

. New, younger
Zhu Rongi
administration

. probing,

interactive
economist
conftrences
style

. A meeting of
senior omcials
and executives
not to be miss€d
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'l'ltc tnilita4'ttttd
tndn.y of' tbc loqlt, S()lis

ul/iliatecl utitb thc dcli,rtsc

i tttl rtst 11, u'ill cort I i tt ttt' lo

d ru u' i t tord i t tt.t t( s t t l4x)rt
uttd protectiott.

rrrurtl r':rtlrcs pre<xurPircl with lr)'inH l()
lr('kl nto tlrt'tr jolrs r.ttltt't llr.ur (lr:rr.rti
r ully rtltcring policics.

FA<:Es, NoT
tsstr Es, (:HAN(;E

l)(.s l) it e cxtcrlsi\'(r 1.)t'rsonnel
r-hengcs. tlre issufs l)(li)r( tlrc govcrn-
nl('ll rcrDlrin thc sanrc. At tlrt'post-
Nl'(l rr(,$s cl)nference. Zlru rlclerrc<l to
l,i l,lrr(ling t() discrrss W'l'() issucs. l.i
((rlrnlcnled thrt (lhinr w:rs still puslt
i[rg lor clcvcloping-c()unlry slillus
$'ilhin \U-f(). \vlrdhcr this w.rs I l)r()
liurn:r statenrcnl ()r.lrt in(li(ilttm lhxt
Ollinl inlcnds to urk4rt a hlrtl linc on
s( ( l()r'sl)c( ifie neg()liuti()ns is (liIIi(ult
k) s;l\'. llv nxrst t{her ;rr'trrtrnts. lhc ne-
g()li.ltir)r)i' sr't rtt .rintt rl :rl rr'il( llrnA

c()nlp()nris(.s lx tut r'rr tlte dcvclpirrg
c()unlry lrgrrnr( nt ()l (:hinx xnd lhc (l('
vclopt'tl<r ru nt rl Position ol the I initcrl
Sliltes. lllc llur()l)( xn I lni()n, ilnd .lill't1ln.
M()st r(1(rrtly, rcvcllrti()ns :rl)()ul llS
satcllitt waivt r xn(l tc(lln( )l()gy-l rl nsli r
(lecisi()ns Irrvc rlarlc it unlikcly thrrt
(i:ngrcss worrltl .ll)p()ve (lhinu s xc-
(es:rron ()n .rrryllring (,llr(r llr.rIl slrin.
gent ('()rnnl(r(-iirl lcfl)ls. Ilvcn lltljn,
Oongrcss nrx)' still l,c un\r'illing t()
granl (:hinr I)eflrirncnt M()sl Flr\'()r((l
NJli()n stJlus. lin(lca such cir(unl-
\lJn('( i'. it is nol ('l(:rr lll.rt (.llrn.r
wor.rkl l.)c u'illing n) i()in \vT().

-lhc sltrrn-ternr (,( ()n()rli( rltallt'ngr's
Irr(irrg ohirr:r (1)ttl(l l)r(nnl)t I)ll(; ()lli-
cials to takr. rr harck.r linc in its \q'l()
ncg()lilli()ns. ()11 thc ()ther henrl. tlrc
filct thllt 'lxiwJn s ncg()tixli()ns li)r
V,"l( ) l((cssi()n ar< ull but (t)nrl)l(l('
r ;r\'\l)rrr l)rr,Hr( \i\ .)rl (:llin:ls n(ltr)ll.l.
ti()ns. sin((. th(, l)ll(: lcr(lc.ship (lc(nls
l'I'ri\tr'rn entr! lrl()re (,hiilll l() l)c trn-
.rt.tPtulrl( l|1 r orrr lrrrling :r,'(1 \i\r),1
oegoliilti()ns tllis yrirr. (:l)in coukl 1.)ar

titiPatc lirlly ir) neg()tirli()ns wirlrin llle
\ .l(). s({ l() l)cgin irr 1999 an(l 20(x),
rcspcrtir'ely, on scrvir'r intluslry rtr'trl

egricultural trarlt' liher:rliz:rtion
In(l(((1. W'l() il(-('cssi()n crrultl lrlsrr

henclit thc s()li irrrd l):lnking rcfi)rnr
prr)('( s\(\ As .l V-l( ) rn( rnlx r. (:lri .l

coulcl lre rr.'t;uirccl to rcclucc govcrn
nlcnl s!rl)l)()r't li)r llliling ent(jrl)riscr'.
cx1:,rsirrg tlr(,rr r() (rr)rp(titi,)n (.lrin.r i,

internilti()nirl (rnr)pctitivcness, in lurn.
would likely ir)('r(,lrsc. !rs rcs()!lr(r's
would bc xll()(:rtc(l nr()rc effici(.ntly
untlcr a lilx.ralizcrl lrrcle reginrc

PRo<: E!]DING
vlTll (:A(,Tl()N

In (;llirll, ls clscrr'hcrc, rerulv :rrt'
plans and pnrgrants litlly clrrierl oul us

designetl. []nir)len(l((l c()nscqLlcnc('s.
changing ( ir('unlst:u)(-cs, !ncl rrncx'
p('ctc(l (lcv('l()pn)cnts :rlways eltcr tlrc
exc( uli()n ol P(rgrants. Nevcrtltclcss.
holrsing rclirrnr irnd incrc:lsed in\'(sl-
ment in e(hrallli()n. sr'iencc. ;rncl lrclt
ntlkrgl sltorrU protrc<l ls schcclttlctl
Thc orilit:rrv ancl ntanv of lltc largt'
S()Es rlnli:[c(l rvitlr tlrc dellnsc irrtlus-
try will tontinrrr.' l() dru\\' in()r(liDirl('
sllPI)( 'n .ln(l Prr,lt1'lr,'n.ti qr'll. (irrr'rr
Cllinas stxtc(l (-(nDlrlilnlent k) flrilitxry
ll)()dcrn izll i( )n, its glowing <lcl't'nsr'
lrtrtlgct, urrcl tlrc grcut(r tc(tni(irl .ill)r-
l)ilitics ()l l)()tcnlixl l(lverslrics, nr(xl-
erniz;lti()rl r,l tlrt, tlclirr.t intlustrr is

consirlcr<'cl ('sselliJl llcgxrding S( )li\,
Zhr.r applrrcntl,v sccs tlrc pr()hlerns ()[

tlrc- big corrrplnics tlillcrcntlv tlr:rn

nuny ()Lrtsidc olrscn,crs. ll( hxs st:rled
llrxt ()f thc 5(X) lurgcst li()1.:s. \\,hich
provick, tl5 lx'rcenl r)l-intlustrial taxcs,
()nly 50 rrc in tlrc rc(l entl nrust be
''ovcrhrruled l nrost obscrvr,rs Irt,li<vc
Ilrr rnorc th:rn this ilre unlx(,lltal)lr'.

'l lrc rcrrlitit'' r'l tlrc Asirrtt t risis.
nlcirnwhilc. mly en<rrLrragc tltc l)llC
lcarlc,rslrip k) carry ()ut ()th(,r refi)rtls
rrt,rrr' .:rrt lirllr .rntl slr,rrlt Illirn {)ngi-
nally plannt'tl. l)cspitc Zhu s lrold
rll(1ori( rr'E.lrLlin!l \tnr(llrr.ll (((,rl(rrlr(
rt'lirrnr. lrc ancl his collt'egtrcs rir not
lr;rnt the pr()lrcrns lll.rl ltavc:rllli.tcd
S(nrtlr(ilst Asix. S()utl) K()('x. lrnrl -lrlran
l() inle(t (lllina. ()nc ()l llre kcy lcssons
()l llr(. (risis wrs thlrl il (()lrnlry olusl
Iravc in pllLcc slr()ng rt.gullrl()ry institu-
li(nrs k) survive thc v:ll.ixri(,r, ol intcrna
li()nxl rllarkcls ancl capital ll()u's. liUI
(.lrrn.r lt.rr litr to g,, t,r l:rriltl .rn clltrrirc
rcgul:rtorl systrrn. []n(l(.r su(h cir(unr-
stlnccs. lirll lilx'ralizutiorr ol tlte lrank-
inri ln(l linxn.iJl scrtors is prol>al>ly
rlrD(nrg llic hsl ilcnrs (nr thc ilgend:r.

'lhcrr arc, tlrrlrcli)r('. grxrrl rt'usolts
t(, ltlr(v( tlr.rt tlr( pr,,l)l( nti' ',1 

(:lrir:ls
S()lis xn(l llrc hxnking systerr will not
I)c lully rcsolvcd within th(,n('xl thrcc
ycrrs 'llrotrgh:r gencrll r'onscnsrrs cx-
ists r\ itllin thr PII(l l(x(lcrsllil) th:ll
lll(.sc l$1) se(1()rs alf(' corr' ltr,rlllcnts
tll:rt n)ust l)c lrcklressctl irnrne(lixlclv.
llr( i.lr(ngllr ol-lltis r,rnrtnstrr rt rttrtins
rrnr'lclrr. lf soaixl unr('sl ('nrpts, thc
errrnorly l_ulters. or bcntlils l'lril to:rp-
lx,llr s(x)n, olrinion anrong tlrt,elitc
will stlrrt t<l clivcrgc. llow sr'vcrc thc
tlivirlc will be. *'hat lirrnrs it rnigltt
t!kc, xn(l $'hethcr tllc (lllin(sc l)c()l)lc
\\'ill l)ini(ipiltc in any cnsuing lxrlitical
( r tnll r,nl.ll i( )n ltrr' Itr. r'rrncl .tn!r,n('r
rubility to preclict. llut git(,,r tlr(. stxrk
antl <lillicr.rlt clroiccs conlionting the
I,.rrltrship, sorne fregrttcnling ()l thc
(urr(,nl c()nsensus is lrll lrut grrurln-
tt(rl. lt()r-r.Ji:lnH Z(r)rir).rrrrl Zlttr I{,rrt*ii
lrrnrlh.'tlris cventtrality uill lrc tltc cen-
t(rl ;rrliticrrl issue (l(lring lllcir crlrrcnt
t(,rr s in ()fhcc.

Srrrrr'rrnding Zlrr'\ I)r( rrI('r\lril) r\
tll(,(lucsti()n ol lrou ucll anrl hos
rlrrrrklr lrr' (.rn .r(l(lr(:,s llr( ((!unlr)"\
( riti( rl cc()n()nri. thallt'rrgcs Slrotrkl
Itt rtlrnuge l:nnking anrl S()ll rcli)rnr
\u((('\\lull). ltc uill ttt:rkc .r l.rrtirrg
c()nlril)Lrti()n t() (;hinx s clcvcl()Prrcnt,
n(l (:hinlr will cnrt rgc l'r'ont the

yrroct'ss well I)()siti()nc(l lirr st,vcral
rlt,r'rrck,s of solicl grosth. ltul il Zhu s

t,l[irns llrlter ()uIc()rncr, lret-rxttc rtttt< h
Itss r'lcrrr. Ihe next tlrrc( \'ears sill rc-
vt,lrl nru<h xl)()ul (lllina's 1rrrsl>ccts lirr
lllc n(ril t\\'() (le(x(lcs. i,

ln the Next lssue of

Dlstrlbutaon and
ilarkcting ln Chana
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In the lliernr:rth ol thc Asian financial cri
sis, thc l'R(, lcerh rslrip lt:rs reslxrndcd by arl
justing (:hin!s lx)li(ics rm forcign rlt'lrt :rnrl
l()rcir]n (li.c(l invesl lcnt (l;Dl), xs w(.ll ils its
tirnctxl)lc li)r lirll convr.nihility of thc RMI].
Sin(c nri(l- lq)7, ltriiin8 hlts pxssed r numlr.r
rrl- regrrlrrtirxrs tll:rl lirnher tighten g()vcrnru('nt
(()ntr()ls ()vcr l()r(.ign-currency clclrt olrlig:r-
ti(nls xn(l thrt grant in('cntivcs inre(l at ill
trr(1ing lrl)1. Anrong thesc xrc rcgul:lti()ns is-
sucrl by thc lilxlc Adminislrilti(m ()f li)rcign
lixchlng( (SAIrli) ll)ilt strengthcn its contr()l
ovt'r inlr'rrt.rli(lntrl r onrntt rr'i.rl lx rl r(,wilrgs.
lh( issuxn((, ol lirre ign-currcnry lxrntls, lrnd
thc ovcr:rll lirr<'igrr clclrt cxJx)sure ()f (lhin(s('
cnlilics; and lhxt lighlrn rcslricti(nrs ()v(r (r)l-
lllcnll sc(urily l)r()vi(lcd t() foreign lcn<[rs
rn(l lh( (strl)lishtncnt by I'R(l entities ()l'
()vcrscis li)reign cx('htngc a( c()unts.

Rathcr tlran tirk('()n shon-tcrnr ti)rciIn
debl, x prinlxry (!usr: ()[ lhc ( riscs in ()lh(r
Asian (-(nrntrics, (lhinil is p()nl(ning l.'l)1. llci'
jing rcstort<l tl)( tilx rxempti()n rcvokerl in
199(r lirr thr.inlp()n l)y li )rcign-invcstc(l cnlcr-
priscs (lllis) ()l (crt!in typcs ol <apital t<;ui;r
rn(,nl (s(r, lbr (,'lt/t, M:.trch- A,pril 1998, p..1).

PosrP(t N E D Co N v E RT I tt I !- I TY
l)ri()r t() AsirL ri ftnancill trpkrsion in l!t97,

(ihinxs lerders rpl)filrcd t() lx tilrr.irling xn
glgr(ssivc tinrelablc firr nlilking the RMll x

lirlly corrvcniblc .urrcn(y. li, thxl r.n(|, rllc
l)R(l g()vcrnmcnt <le<llrcrl in 1996. sevcrxl
yt'erl; rheud o[ the originltl trrgcr (hle. rlul the
(()lrnlry's (urIency \!'Js c(nrvcrtil)l( r(,r (tlrtcnt-
1((t)unl lrrnsilcli(),1s, lllxking thc RMlt olll
<ially <rrnveniblc lirr p(rl'it rtl triation antl
tlil(lc in g(xxls xnd s('^,i(cs. l'R(l (),ll.ixls xlx)
h;rvc r 'lered to alxrlish firrcign<'xchungt' bal-
ancing require rents :rnd ('xp()rt qu()txs ft)r
lillis in c()nnccti()n with lh( (\,un(ry's l)i(l t()
i()in the World lrxde Orgllnizilli(nr (W'l'()).
(irnl)inc(l wilh thc I'R(ls r:rptlly gnrwing lirr-
(.ign{.xchrngc rcscrvrs, wlli(t k)pp(.(l $ 1,10

SAFE
an ounSBeijing

tigbtens

./breign-debt
controls and

encouraSes

foreign d.irect

inuestment in
tbe.face of
tbe Asian

fi.nancial crisis

'l'.K. (:l.rd ,q

tivcly unscathecl. Moreover, llciling's past policy of strict firreign-cxchange
tontrols, ancl its tl<;ggecl insistcncc that Sinr>firreign j()ir1t vcnturcs l)xlxncc
tlicir tirreign cx< hangc ancl rneet exp()rt (lu()t:rs or tlrgets, havc lrelpecl
(l[rina anra.ss one of the worltl's largcst rcserves o[ firreign cxt'lrange .

W<rrltl lcatlcrs now ltx>k to (lhina, anrl I)RC Premier Zhu lkrngji, to hclp
litt Asia otrt of its econontic cloltlrtrnrs.

FOCUS

conspicuous irony ol' thc Asian financial crisis lirr (lhin:r irr-
vcst()rs is tlrxt the gencral non-conve rtil)ility ol lhe n'nninbi
( IlMll). alrout wtrich firrcign investors have krng r'ontpl:rinecl,
has in f:rct enahlccl (lhina to cscepe the rcgion:rl turrrroil rcla-

tlnlikr: lirrcign delrt or grnfolio invcstnlenl,
Irl)l (!nn()t lx dclaultcd trPon or a(clcrutcrl,
and is gt'nerally illi<1uicl arxl (lilfi(ult t() shift
(lui(kly our of the ctxrnlry. l,R(l lc;r(lcrs li
n:rlly x.t,rrr to lxl rqJlizing llrt, rnt'rr.:rsrng rn-
disJ^-ns.rl)ility of lrl)l trr (lllinil s futurc c((F
nomk growlh, and thc signilit:rnt r()le th t it
It:ts :rlrt :trly Pl:ryrrl in t)lrinr s rrtrxl<rrriz.rlirrn.
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FOCUS

A number of analysts

and international

or74a ni zat io ns be li eue

tbat fficial PRC statistics

unclerreport tbe countty's

tnr.e leuel offoreign

inclebteclness.

l)illi()n in 1997, thesc movcs sullracstcd
tlul (()nvcnil)ility ()f the RMI| lirr rapital
lr((()unl tnnsa(1i()ns was pr-rhaps a rcll-
istic goal by ll)e y(rr 2fi)0.

Ilrrt thc financial crisis haltr(l pr()gr(ss
on [ull RMI] convcrtibility. l)cspitc
nrounting lrad <lelrts and an ailing l)xrk'
inia sc(tor, thc non-c()nvcnil)ility ()f thc
RMll slriclclc<l thc (urrcncy trom s1x'(r
lxtivc rttx(ks by world finan<ial nrarkels.
As l re-sLrlt, llriiing is likely to cnftrnc
tigl)ter f()rciglr'cxahanSe c()ntr()ls, nlxk-
ing lull c()nv(nil)ilily ()f the RMII a rn()r('
tlistlnt 1>rr x;x< t.

'Iir kecp e lid ()n (llrinr'i' lirreign in
,lt'lrtcrlncs'. sAFE isrtrr.rl tlrt loll,,urng
rtgrrlirtions: thr I)r(xc(lures li)r tlr( A(l
lllinistrirli()n ()l' thc Ii()rr)wing ()l lntcrnll-
tr{,nrl t.r,rtrrnr'rr rul l.{):rns lr} l)r,rll(\li(
lnstituti()ni' (thc Inlernxli(n ll L()ens l)ro-
ccchrres). l'nrcclurcs f()r llr( Adrninislrx
ti()n (r'l;oreiAn Currenty llon<ls lry I)o"
rr('slic lnsliluli()ns (lhc l'(,rcir.{n ll()n(ls
l'r<x-eclurcs), lmplemenling Rulcs lirr tlrt'
lit:llistical Monit()ring ()l lt)reign l)cl)ls
(tlr( l)( l)t M,,nit,,rinfi ll]tpl(llrcntirr]l
Iltrles), lnrplenrcnling Rults kr lhc l)rrxt-
clrrrcs lirr thc Adnr inistrxli{,n rrl tlre I'nr
visi()n ()l S(j(urity l() li)rcign I:ntilics l)y
l)()rncsti(' Inslituti()ns (tht lirrcign Surr-
nl) lllrlr('rn( nlrnF Rul('s). .rn(l l)rr:r'irrons
on thc Aclministration o[ ()vcrsc:ts lirr
cign llxchangc Acc()unts (tl)e li)rex Ac-

c()unts l'r()visi()ns ). lhcsc rcgulltti()ns,
whiclr lrrrk cflb(I Jxnurry l, supcrsr.rlc
()r supplerncnl previ()trs rcgu!:rli()ns, .ln(l
in(rcasc g()vcrnrncnl (()nlr()l ()vcf li)r-
eign exchange lransa(1i(rns, t'itlrt'r hy
tightcning the rerluircnrcnts lirr srrch
lranslcli()ns ()r by exlcoding lllc c()vcr
lgc of thc rcgulations ovcr prcvirxrsly
unreguletcd tr,rnsilcti()nr.
I lnternational lrarr Procedurrs -l1l('

lnlcrnrti()oal L()ro l'r( x c(lurcs r(plr(('
thc l(Dl k)iln Pnx-edtrrcs issutrl by tltc
st:rtc Adnrinistr:ltk)n of lixt hangc (irntrol
(SAIi(l), SAI-Es f()rnlcr Ilnglish nxnr(.
'lhc ncw pr(xedures rcquirc rll I'R(l cn'
lcrl)riscs k) (r)tain ('cnlml- or l<xal-lcvt'l
sAl:li appr()val belirre sccuring any inlt:r
nlli()nxl c(rnmcrciJl kran tlral cr xrstiltrtt's
.rn ,,1'ligJtx,n t(, r l,n(rgn litt:rttr i.tl insti
ttrtion or intlividual cilhcr insi(lc ()r ()trt-
sirlc thc I'R(1.

(i)mparcd t() thc l99l l.(,xn l)r()(c-
drrrcs. thc Intcmati()nll l-()an l'r(x-c(lurcs
arc tonsiclcrahly brrader in scoJx and
m()rc rcstridivr. Rrr cxenplc, tht <lclini
li()n ()f "inlernxtional conrrncrciltl Lrans"
rrow incltrr,lcs cxfx)n finan('rnH. ljnxn( ing
It.rsr':'. fort iHn-cxchlnge pryur<nts in
( ()nnccli()n with c()mpcnsrli()n lrx(lc,
ovcrscas [rrreign-cxch:lnge (l(])()sits (cx-
<c1rt with appnrve'd offshore lranking tlt.
panfllenls ()I PRC l)anks), pr()i(1 finan(c,
an<l tratlc relatcd financc witlt l<'rnrs tx'
ccttling 90 drys. 'llrc lntcrnlli()nll lr)rn
l'rrxtdrrrcs Jl:r) j'(t li)nh \lrng('rrl (rit(rix
frlr appnrving reqrrcsts by n()n-hnxnci:rl
l'R(l inslituli()ns t() sccure intcrn lt)nrl
<rrnnrcrcial krans. Str<t (rilcria in(1tr(l('
th(' requir('nrents thal lhc lxrrrowcr Il'
profital>lc lirr tltrce years prior l() s('( kinr.l

l loan, and tlrat its t()tal internali()nal
l,r:rns lnrl provision of [,,rtrgn strrtrily
n()l (xcccd 50 pcrcent r:l-its nct asscts or
its t()trl li)rcign-cxchangc rcvcnucs f<rr

thc prcvious yezr.

iu.rny pr()visi()ns ()l tllc lntcrnxti()nJl
l.oan l)rot'cclurcs irpply t() lillls. unlikc
tllr lryl rcgul.lti()r1s. li)r crrrr)l)lc. un
(l(r the l99l pro((lrrrcs. x l)R(l c()m-

I,:rn) witlr nr,,r( tll,lr!..li Il(r(('rrt (,1 it\
rcgi\tcrcd capilill in thc lirrnr ol-lJ sltarr:s
(lllc type ()l tradalrlc slr:rrc xvrilllrc k)
lirrcignr-rs) <;uelilicrl us an Illl unrl thrrs

cotrkl sccrrrr' internlrtionul trrrtturcrcill
loans withoLrt sAIll rl)l)r()vrl. lJut lhc
lnlcrnxti()nal l-oln l'rtxtr[rre's crrrrltl l'lt
intcrpretcd t() rc(luir( SAFll epP(rval frrr
('rrllin intcrnali()nll l()ans l() llllis th!1
rclatc to project llnlncc. ll rc lxins un
acn:lin how nreny o[ srrch l)r()visi()ns r('
trrllly can epply, in l)li(1i(c, l() l'llls, rs
nl(r\t (rl tllcrr) ele tlrrc.t,.',.1 .rl d.rtrlcsli('
l'll(l cnlcrprises. li)rci8n invcsk)rs \.!ill
nccd to awlrit lirnlr(r int(rl)rel:rti()n l)y
SAI;li l)ef()re gruging tlrt, irlrl)l(l (,[ lhe
lntcrnalional l.()ln l)r(x-('(hlrcs ()n thcir
(:hiDr vcnlLrrcs.

I Forelgn Bonds Pr()cedurqs 'l h( li)r-
cign lloncls I'nxcclurts overri<lc tht l'ro-
crtlurcs lirr tlrc AdnlinistrJti(nr ()l li(,nd
lssucs ()ulside lh( l'R(. l)y l)()mesti( ln
stituti()ns, pr(nnulg:lt( d l)y llr( l)e()plr s

Ilank of (lhina (l)ll(Xl) (nt Srl)tc tltr 2tl,

l9tt7. tlndcr tl)c ncw l)r(xc(lurcs. SAI'E
approval is rer;uirctl lrr lllc is.iurncc ()l'
.tll .t'r ttrttir.'r rltn,,trtrrr:rttrl irr :r lirrt ign
currcncy, including convt'nil>lc honds.
l:rrgc-tlenominalion l rilnslcrxl)lc cc ifi-
(':rtcs ()l dcp()sit, and cornnrcnial prpcr
All the pr()visi()ns ()l lh( l'()rcign lk)nd$
I)nxcdtrres pply t() I,llis.'lhus, lrllis rnd
l)R(: c(rnp:rni('s wilh nrort tlun 25 l)cr-
(enl i)reilin c(luily cxnn()t iristre xny tyJ^-

of lirrcign currcnry lxrnr.l ()r ()lhcr sc(tr-
rity !!'ith()ut SAI''li xpl)r{)vill, t'vcn flrul
ing-ratc n()t('s ()r ()tlr(r sccrlritics tl)xt rc-
scnrl.llc lo:rns. lhe l;orcign lkrnds
l)r()ccdures also prohilrit kxal govcrn-
nlents fr()m issrring lrontls ()ulsi(l( the
l,k(:, ,,r irpply rF li'r.r rr<llit rutinB is-

suecl by a lirreign agcnt y-

I Debt Molrltodng lmplementlng
Rules Thc l)cl)l 

^4()ni1()rinB 
llnplc-

rncnlinla Rulcs supcrsc<le lh( lrnplc
!r(ntrng Rules lirr lirrtign lkl)I R(8is
trdti()n, issucd l)y SAI:(I ()n Novcrnlx-r
l{), l9tl9. These nl()ni(()rinr] rtrlcs tlctail
th( lclarl franrc\*)rk lirr r<gistering enrl
tracking tlre t()txl nurk)nrl ft)rcign-dcht
cxfxrsure. in<luding tht li)r('il.ln (leh ()f
( nl( rpri\( s Jnal E.rvr'rnrrr( rlt rtrinistrir's.
Altlrough nrost I'llls (l() n{rl n('c(l SAIiI
approval for intcrnrtional trrnrntcrt ill
lr,lns. tlresc nx,nil()ring rttlt's rtr;ttirc
all Fllis to rcF)n suclr l()lns k) sAI'u.
llig()rous cnli)r.('nl( nt ()l llrc I)cl)l
lM()nit()ring lmple nr( nlin8 llulcs will
h(.ll) (.hin.r :tvor(l th( Prolrk rns t xlx'rr-
cnccd hy thc g()vcrnnrcnls ()[ S()utlr
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SAFE TT(iHTDNS
DEBT (J('NTN()LS

'llrc financial pnrblcms in Inckrncsia,
'lhililand, ilnd South Korea ilhrstraled lhc
dangers <ll'rrnconlrolled borrowing < rl'

forcign currcncics hy non-sovcrcign lxrr
r()wcrs. li)r cxxmplc, lnd()ncsia's fix)rc
thJn $65 l)illi()n in outstanding pr,vatc
sc(t()r (lcl)t-ir lcvcl mu<{t ltighcr then
cver prcvi()usly suspeclcd-rcnlllincd
hitltlcn until m(,re th:ln five months alicr
tht outlrrcirk ol tht [inencr:tl rrisi,'
(ilrina, {)n thc ()tlrer hand, hus gcocrally
exrrciscd cauti()n in reslri(ling cnlcr
prircs:tnrl l{xill cntiti(s frrrm inturrinl,l
ftrreign <lcl)t, prinlarily hy rc(I.ririn8 g()v'
crnm(nt appfi )val lirr f<rrcign-cxclrangr.'
lmnsJ( ti()ns.

llul x numl)er of analysts and intern
tional ()rganiz:lti()ns b('licve thal ()l[i( iJl
l)R(i slatistics undcrreport lhc c(nrnlry's
trut' lcvcl r i frrrcign indcbtc-tlncss. ( )ffrcial
l)R(l skrtisti(i show utiliz-c'tl frrrcign henk
<rrlnnrcn-ial l() ns in tlle frnit I I m()nlhs ()l

l(r7 ()l ()nly $9(X million. llcco(Is of tht'
lhnk ()f lntcrnational Scttlcments. how-
cvcl indicrte u clelrt krad of $lt6 lrrllion in

June lD7, up liorn $75 hilli()n in.lune
1996. Accrlrtling to somc analysts, of[-
sh(,rc u('(()unls ()l PI{C entities rnay {ls()
luvt :,ignifir:rnt irrcign-tleht olrligution:
thxt arL not rtlk<rc<l in official figurcs.



Kore:r. IhuiLrncl. lnd Indoltcsir. ultirlt
lr.rrl r.r.th rrrrt[rr'.trrtt.rt,.rl ll]( lin( rBn-
(\(hrngc obligltions o[ their prirltc-
s(,( tllr (( nlll)xr)i('s.
I Forelgn Security Implementlng
Rules l'hc Ir()reign secrrril\ Inrplcnr(nt-
in)t l{ul('s .ul)l)l( rtt( nr lltc A(lttuniilr.rti\ ..,

l'r,'rirhrr,.. li,r tlR l'r(,\i\iorr ol' \(('tlritf
t() Ii)r!ign Iintities hy I)onlcsli( lnstilu-
li()ns (th( sc(uritv I)r()(e(lur(s). wlti(ll
I)ll()(. i\suc(l ()n scptenrl)cr 15, l9(.X).
'll)r. Sccllrilics I)roccdurcs encl tltc lirr
(itn \(1'lrrrlR's lrrrPlcrrl('nllnI Rrrk.,rrrtt
to crrnlrrl intlisttintinlLtc gultreuccr :tnrl
(,tll('r :rl)ur'(s rltltt llrt-acll har( rc's(rltccl

in thr' t krsrrrc ol e nr.rntlrcr ()f pr(l\ incirrl
lln(l nlinislcri:ll lrust rnd invsslnrrnl (()r-

l)()rr[irn1s in tl]e l)RC ( s(,(' '11)( a:llll, .1|]1L]-
rulr.ljllrrrrrrr)' 199-. p. l(r ). Tltrsc itnPl,.''
nr(n(ing 11rl!'s. in 5l (lclllilc(l ltti(l(s,
leinlirr-r'c SAIj[]s xuth(r'ity ovcr lll l]'pcs
,,1 \((uril\ ITrorirlctl to litciln lnlilrcs.
inclrrrlilrg grreruntees. or()rtgxges, Jnd

PI tlrrt r. 'llrt Irr,risr,n ol .tt,'ln<ttttlt
rr I)rc5(D t\ l a()nlingenl li)rci8n-c\-
clrenBc olrligatirx't. xnd r((luircs s.r\|ll
al)provll. l n<lcr thc Forrign sc(tlritv
Il]rl)l('Ir('Iltin! Rul('5. l],,$ ( \ r'r. Iltt l)r,\ i.

:'irrn of scrtrrilv b1 sholll lirrcign-
(!$ n(rl (nt(rl)rl\r'\ il,,( \ nr,l r( {ltrrr(.
SAljli 0l,)l1^ irl.

I Forelgn Exchange Accounts provl-
sions 'lllc li)rcign Ex(h.lngc Acr(\lnls
l)rrrvisions repl:rcc tlre Provisi(tns (ln thc
Adnrinisl tirr ir )n (]l O!'erscls F'oreign llx'
.hungc ..\(e()unts ol FIEs. issuecl lrv
Slli(- ()n.J.rnrr:ll1' -. l9tl9. $ltir,h :rpplicrl
()nl\ r{) I'lt:s. I n(lcr lhe F()rrign li\-
(ll:rng(j r\ccrunts l)r()\'isi()ns. SAFH nrust
Jl)p()\r llrr cstablishnrcnl of ln\' otcr-
sclrs lirrtigrr rlrltultgc ltccottnts lrv <kr-

nx.sli( irlstil ti(rrs. Iler':trtse ol thc still-
ir)rp('rl((t lc{rl Irlorev,'ork in tllc I'R(l
li)r IxkirU.{ srallrit_y intcrcsts, sttch ls r
licr) "f Ini,rll,l,lH(' (,\'(f .liicl\. ldI('ilIl
Irndcls in (lhin:r lravc olicn hud to rc-
s(nl li) tirking s('crrrit\' ()\cr- lltc rrvcrsclLs

llrrk lrccrrrrnts ()l- l)R(l lx)rr()\\'ers. []n(lcr
llr( li)r(rqn Isr'lr.rngc At,,runl. l)r,,tr-
sion. thc tstllrlishnlent ()f (^'arscrl\ ii)r-
ci!ln-cr(l):rng( :l(c()LInl\, tnd ltot'
r'hlrngr.to thc xrrpc of rtceipls:tn<l rx-
pcntlitLrrcs. thc nrx\intuot ltc(()trnt l)lrl-
iln((. ()r tl)c d(rrlti()n ()t sLr(ll:l(.c()Lllrts,
rrc \lrl)i(r1 t() SAF'E Jppr()\'xl.

Rl,vtlA!.!ztNG
Ir()Rtit(; N I NVLSTM llNl',

l)cijing has xls() s()r.rght kr lrolstcr rle-
clining lirrcign investnenl Icvcls lrt're-
inst.rtrng tlrc lxril'l'irn(l tJ\ ( x( n)J)rx,n\ in
(r[jun(lir)n $ ith the issrring of lr rcvisccl
(;ui(ling (:11:ll()grc ti)r F()reign Invcst-
nl(.nr in lndusrn. Chinxs tirlling FI)l rc'

,'r'i1Tts str'rtr. l,l P.lrt. lrortr ,'r,nllnrrrnH
( ( (, r)t)li(' pr,rl'lc rttr rn ,rllr('r .\sr.ln
r.rrrrnlries. $hich lrx(litx)nxll\ J('(r)ur'llc(l
lirr a signi6cunt p()fli()n (r' (.ltin:r's lirr-
cign-invcstmcnt inl-kr$s. untl tlte rs-
rnor'ul ol lbreign invcslnlcrll il'r(rrltilcs.
Ilcijing hacl re\,okctl thc turill cx(rDt)
ti()ns cnio,vcd h1' FIlis lrccrrrse (ilrincsc
(,(,,n,)ntrsls lrrrl lrrgLtt,.l tlt:ll (x((,.\itc
H)l \rirs. il1 pxrt, rcsl)()nsil)lc fi)r lhc
high intlition in lhc crrlv l1)90s. xn(l
tllilt su(lr cxcrnpli{)ns gJv( I:llls xn un-
llrir x(l!Jnllrgc ()\ ('r l)R(. entcrpaisus.
I'hc FIE c\cnrpti()ns pr()orl)tcd n)xnv
I)ll(- cnterprises to crtlc lirntls tltrough
tllcir ()\'crsexs strlTsicliurics ltn(l cstlll)lish
t:rlsc flUs to nrlkr "r{)un(l'tril)' rn\csl
rrr('nl\. I:rkrrrg :r(iv.rrlllrS( r'l llr( l'll. t:lrlfl
c\clIPti()ns.

Srrch urgumenls l)r(n]ll)le(l ltcijing k)
r(r'okc tluifl und cluty cxcrtptions lirr ull
(rl)itirl iri)p()rts of FItis u1-tprovccl on or
rlicr April l. Iq96. lr(lni.irll\'. l)lt(l ol6-
cills tllimed thc nn^'c r( l)rcs(,)ted tllc
ll{^'crnnlenl's c(nllnlitrllcr'l1 l() l)()n()r rc
(lrr!rts l)\' the I nirc(l Slirl(s xn(l r)lllcr
vcstcrn lDcmbcrs ()l thc \\'1'() I() pr()-
r irl(, flls nirli()n.ll lr(.ltrrrcrrl." tlr.rt i..
fcitnlcnl equirl t() lh:lt liren l() PR(. ck)-

rncsl,a cntcrpriscs.
'I'hc cftccts o[ r(r]r(^'ing tll(' (:rritT ex-

(rrrl)li(,ns on li,r(iEo inv('.lrll('Ill in (.llirt.l

s'erc nol rcrrdilv rl)lxr(nt in 1996. in
p:IrI hL'c.rusc lirrcign (onrpunics had ac-
celerlted thcir .:ll)itill inrp()fl lirr)ctrlhles
to be:lt llle varrorrs rlcadlinc phrsrs. []ut
lhc prccipit()ur, rlrop-lrv nrrrre th:tn a

quJrter-in (lhinr'5 ( ontrlctcd FDI in
1997.xughl Ilciii,rlt s irtt(nlion. PRC

1,.:r,ler.. rt'ulizinl tlrirl rllr(ir(l) )l,rs rng
li)rcign investnrcnt inlLr\,s rvotrl<1 likcly
drop linhrr us u rcsult ()l lllc Asixn fi-
nJn(iJl ('ri\i\ r('\l),tn{l('(l lr\ r(\lonnA
the turilT cxcnrnti()ns. (lli'cti\c .lxnuln
l. 1991{.

Although Olrinu llrs so lirr:lrriticd thc
r:rrlrg(s ()l th! ..\\iiln llnilncilll cri-

it shrlc5 r)r:ln! ol thc $ stemic ills of
Asiirn ncighl)or\. in(luding mxssi! c

nonpcrlornring bunk pr rrtIrlios. lregilr
linxn.ixl institulir)ns- und an <xcrbuill
p()peny scctor. (ihinx |r.es potentiilly
nrussile luyollis resulting l'r(nn thc retirnn
ol lhc St;llc ounecl cntcrPrisc scctrrr.
Chinils l)ost-l)cirg lcrdcrship nill per
hlrps ncecl I() intl)l(rl)enl ntr:rc luncllr-
ment.ll rrf()nrs t() l)()th Ihc (lhinci'c
rcon(nnv Jnd tll(' (lhincse p()liticrl sls-
tt'rtt I'evr'rtrl ltl\l (,'nln,l\,'n l,,r('lsn
dcl)t ln(l in(cnlr\'(r lor clircct inrcst-
lent-t() st(nl lllc li(lc ()l rcccssi()n lnd

dcllation. locl tl)c :r('(r)nlplnyinll s()(ietal

I)rej\lrr(.\. tlr.rl s((rtl l{! l)( \N('(Pinrl
r('ross Asia. ft,
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The Tflchle Up Program rs a non-profil rflternatronal developmenl organfatron whrch encourages very

p00r people t0 slad 0r expand lherr own small busrnesses. By pr0yrdrng start'up caprtal and basrc busr-

ness trarnrng. Tnckle Up grves hopelul entrepreneurs lhe opporlunrly l0 use therr or^/n skrlls and rngenurty

t0 creale. develop and manage rncome-generatrng enterprtses, benelrlnS the workers, therr,amrl€s and

theI communrtres. Srnce 1988 Tflclle up has been pro rn oing efltreprene u na rsm rn Chrfla, \,vrth the stad-

u9 0r expansron 0l morc thai 800 busrnesses lnvolvrng over 3.700 people. Current acllvrtres rnclude pro'

m0hng envrr0nmentally-sustarnable businesses am0nB s0cro-economrcally drsadvantaged pe0ple,

rncludrng mrnortes. rn remole regrons ol the Curzhou, Shanxr. and Yunnan provrnces.

Conlrlbutrons are tar-deduchble and l{rll slart mrcro-enlerpflses amon8st lhe po0resl populalrons.

Sl00 helps slad one bu$ness, $1.000 helps slart ten
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Fuel or the
Next Century

China appears
to be opening

its oil and
54as sector to

greater.foreign
inuoluement

S
trategic business :rlli:rrrces huve rc'placecl self'-srrf ficiencv es the
centcrpiece ol (lhina s plxn t() nrsct its irrr.lcrrsirrg u,r.rsLrnrer ancl
incltrstrial clernancl firr pctrolcum procltrcts. 'flrc lccent rcorg:rni-
zution of the pel ror'ltcntice I end oil :rnrl g:rs rrir-ristlies. parl of a

ILl l Bltt,n(,,tktl l)ds
u\),kkl itt C:lti,kt o,t

t'h\ ltiL l)t)tt\\'. otL\',qt
i,tdttsltl de cl(lrlc,Il. .tttd
l'll(. rL,,tlu Ltk'n indllcr|i.fi )t-

t)t\,t (ilhl .tdu\ Ifu Is

IIt rra,ItIl.) 4 sII Dtt1to'

.tsit)r'itttr, u ith l'iDstrt $
Llki s l- Li'- (;r.t.t .Si/,:isc,t'.

d)l (lsst)L-illL'tll l itts.)tt .'-

tilki s l- l..l'- h.ts lited i
Ik'iii,lR trtkl u\'tkl'd ii
irli?^tnk tIn' pn) j& t

th't?h l),it,nI d,td Si tt
li),eilit f)i,tt t ott|rcs.

(lllinx's spe.lxcular ecrrnrrntir' gro\\'tlt
hlrs rrredc it thr scconcl-llrgrst cncq;\'a()n-
srrnring nali(nr in tltc sorl<1. tr:riling onlv
tlrt. I Drtctl Sr.lt(,.. fl)i. r:rPirl rr.t, in r'r,rr-
suntpti()n. I)ottctcr. hrs orrlstriplrr.tl do-
nrtstir' oil proclrrction. lirrt'ir'rg l grcllcr rr-
liancc on irrpoflcd fircl. (llrinl lus ltcn u

nt]l {)il inrp()ncr sincc 199-3. ln 1997. irr-
portcrl pctrolcrrnr ilcc()untc(l lin l5 pcr(cnt
()t lhc l,ll(ls t()tlrl c()nsLrntJ)ti()n ()l nt()rr
llrxn lro nlilli()n lons. anrl cnrclc <ril rru-
ports inr'rcltstrl 55 percent ()\'cr l()()(). t() J5
ruillion tons. \l()st expcns. iln(l llrlln\ I'l{(l
, rllic rrrlr. lrc lr(r ( tlt.rt ( lrirr.r \\ ill rcnr.Un .r

ncl inrl)()rt('r \\cll inl() the nc\t (cntur)'.
\\'itl) e\t)l()si\c cnergv grrlrr'th rutc's cr-

l)('(lc(l l() ('()ntintlc. press rel)()fls (slir)l:rlc
lltill ()il irnl)(rIs coulcl ar'cotrnt l(n t() lxr-
(e nl ()l l,l.i(; oil r.rse bv 1020. ll\' lo l5.
(llliDlr l]rr) l)c- inrp()ning r nrillion lrarrcls
ol oil 1tr <lay. alxrr.rt half ol Sutrrli Arrl.lia s

l()llrl (urrcn( prtduction. At lroruc. (lltinesc
onsllrtc oil prociuctkrn rcachcd rccol<l [,r'-
cls in 199r. I()pl)ing 199() orrlPrrt I^' rn<:rc
tl)irn l.lt n)illi()n l{)r'ls. lcc()r(lin!l t() l'll(: ()ll
litiels \crcrtlrclcss. stxgnlrting ()utput rr
nnnv ol (.hina s lging. inelfiricnt ()il fl('l(ls.
:rn<l tltc rlosirtg oI rnenv such l:rcilitit,s

REAcHtNc otr r
The rluls of l-cilrn li(nr l)x(liill.i scll--rt-

linr'tce ltc inr.lcccl ovr,r-.'lhc ncrirl,v t(!t,cer-
olcl Daqing oil Iit.l<l in r)()rlltcrn Hei-
l(,ngiixlrl l'r,,virtr'c, \\',rs r.l]In.t'. Pr nut'r'
sourcc ol oil. lrnrl lirr ycrtrs srrPplit-cl lralf of
tltr: nation s i)il neecls. Sirr(u thc l9l]o!,.
ho$'evcr'. tlrr I,ll(- lurs lr((]n li)rccd l() int-

1'xrn tilrcign tcrtnokrgr :rnrl c<luipnrent trl
b<xrst tlrr intllirrg rioort'slic Ptocluction anr.l
kccp thc r;il ll()\\ing :u l)rr(ling ilnd ()Ih!,r
tr:lditi()r)rl oil prtxlrrcing sitrs in nonhcrst
crn Chinu. lJut lhcsc (llifis llrlvc n()t nrcl
l)ur8c()niog clto)lrncl. As .r rc\ult, llrc I'll(.
Itas lregrrn t{) l(x)k ()ut\\'llr(l t() J)r()eurc (lc-
pcndeblc. rrllirlcl:rlrlr cnclgt. inrir,rcling cn-
lering int() sevcr:rl :rgrecrnents t(i expl()r(
li rr oil otttsiclc (ilrin:r

I'ri()r t() ils rc((nl rr'()ri.lxrrizlrti(nr. Cllinll
\.rti()nrrl I)(t()lcunl :ln(l (;as (i)rl). (C\l)C).
(:lrinlt's lltrg(st oil pr-orluction ((n)lp.ul\'.
hlrcl stcppcri ul) iI: in\'(.\tl]lcflt in ()\'crscls
pr()i(cts In 199-. (:\l'(l I'rrrrchrse(l u 60

s

prorrptc-d l)\' rr(cnl r:lpi(l declines in
global oil priccs. nrakc c()nlinucd expl(F
rltion end clcvcl<lrrncnl of ncs'atc:rs a nc-

rr:rtiortVuirle pl'()gran) t() rc\':lnll) rrncl Icvivr lrilin1.l St:rlc-ttrn inrltrstlics,
crrtrltl ltlrvc rrn inrp()rtxnl inrl)u(t ()n lirrcign inr"estnrent ()l)l)()rtunitics irl
tlrr' l'll(. oil :tncl g:ts sc(t()r (.\(,(, 'l l.rt' ClJl?. \lur'-.Jtrrrc 19913. p..36).

tllE Clllf,A BUSI ESS REVIEW ltllt lt:|.1 ltt.\
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I)cra( nl slllkc in \\'cslcrn Kezeklrstan s

r\kt\l)in\k oil fit'lcl lirr SJ6i nrilli<,rr.
l)( xting ()ut il a()lrs()rtirrnl lc(l l)\'
Allr(xr) (i)rl) (:\l'(l l):ls also pLrlgctl
t() ir'r\(sl SJ.i l)illi()n (:)\'er thc nc\t 20
\(:ll\ Io (()n\lru('l J nlP(lrnr linkinl.l
lllc [i(lr ()il lickls of Centrltl Asi:l \\illt
(llrinrr's in(!ustriillizing l)a(ili( c()ust.
Iilsc\lrtrt. (:\l'(, rrS.eed t() px) $a85
nrilliorr to rlt,vckrp l*o Venczuclltn
fickls. un<l pkclgc<l $l.J hilli()n 1() (lt'
rckrJ: tlrt Al Ahrlulr fiel(l in llr(l rs
s()()n ils tlic tinitr(l Nlrti()ns lills tllc
sxil(ti{)ns in l)lir(-( xgarinsl the c()Lrntn'.

\k rrn\\ llilc. (llrinx s hcil\'\' invcr't
rD(l.lt in (l()nresli( pctr()leunr l)r()i((1s
rltrring tltc lir:t ri\ nr()nlh\ ()[ 199-
rcl)rc\cntc(l .r li ll Pcraent incrcrsc
()\'(,r lllc slnrc ltriocl in 199(r. A<t'orrl
ing t() lll( Ill{)sl up l()-claIe tiglrrcs
:rr':ril:tlrlt.. lJciiing l)Lrnrpcd Ylll).1 I)il
lion (SlJ.- lrillion) into lltc cnergy s!(-
l(x' in tllc tlnt helf of 1997 :ll()ne. .lrl
int r't'lrsc ol lll.-2 l.)ercent ()ver llrr prc-
vi()lrs vcalr. As a rcsttlt. Chinx \\as llr('
l illl).1.llFcst .rI-Ir|,rcItrr inl] n:tli,,n irl
l()9- rl l()() rnilli()n k)ns. entl o1fir'i:tls
citior:rl( (l(nlreslic pr()(hlcti()n \\'ill t()l)
2oo nlilli( nr t(nrs I)\'2010.

(;i\'(n llr( lrrh anr-cd .lge ()l n)un\'
(lhincst titltls, nc\\' ilrc:ls. rslrcriallr
tll(' r(((nr lin(l in the Xiniixng t !gur
Aut()n()ru(,us llegi()n, nlust c()rrlc r)r'r

line il (-llinu llrlpcs t() rc(lLrcc rcli.rt(e
,,n rr)ll),)fl('(l (,il \ iJ.l n i t i( . r n l l ) . (;.1,,

Itui<1i, <lricl rrt thc exploration Irurcar.r
,,1 (.\l\:. r(,1x,l.1(rl tlr.!t Llrin] lrir. \('ri-
li!(l l()tlll ()nsh()rc Iesc,-ves ()f nl()rc
thrLn l?.1 lrilliorr t(rls ()l cnrdc ()il itn(l
1.2 trilli()n .lrl)i(' nrclcrs (cu r)l) {)l nxl-
urll ,au\. ln :rr.ldition l() Xirljiang.
rr ltcrc ollir i:tls. xcc()r(ling l() l'R(l
p.(\\ rcl)()rts. rleinr to h e iclcittifierl
:r rc,scnc of lj I)illi()n t()rls. Dr()rc llrrn
ll)0 nrilli()n l{)ns lliYc Irecn diseovcre<l
in lhc nrrrtltu'rstcrn pr()\'in(cs {)l'
Sllrlrrn\i. (;llnsu. :rntl \ingxie.

l}trt *.eak l(lnsp( )rlllti()n infraslrtrc-
tttr't lt.trrtP('r. ('\l)l()ll.rli,,n,,1- rll,l,.,r
nc\' lincls. t'l{(l ()lli.ixls elso rcalizc
Iltlrt (l()r]cstiL inv(slrI)cnt. (xl ils ()wn.

\\'ill l)( insullicicnt to rlcvclop tltc
r',)ur'tlf\'\ \'.r\l l'('j'r,trr('L\. ln :r rlr:ri,rr'
policl slatcnrc'r'rt publishcd in thr'
(in n)uni\l I)l11\' i()rrrnirl .\cehiig liltlll
llrst vtut. lhun-l'rcl)icr l.i Pcng cntpllir
sizul tlrt, inrponanrc o[ utilizing lxrtlr
(l{)r)lcs(i( anrl lirrcign tupital to tap
(-lrinll s lll)un(lirnt mineral res()rlr(c:.
Ilrc rcr i.rrl (;uklinr: (.,lt:rl{)gu(' t,r Ii'r
(ign lnvcstn)cnl in Inclustr\'. t\hi(lr
trxrk tlli'ct .JirnLrrrrv l. 1998. ()tli(illl\'
cn('()u.rrl.lcs li )rcigr'r p:rnicipiLli(nr in ccr-
t:lin p('lr()leunr, l)ctr()chcnric:ll, lln(l

clrcrnicll ;>rolccts. 
'I hcsc in,.'luclc nt*'

t((hn()ll)g\ li)r tcrtilrrv oil rccotcrt,
lrntl tonstrrretiorr and rntnilgcrllent ()l'
oil lTil.lincs ancl deJxrts. At thc cn(l ()l'
199-. ()il-refining cxp:rcil]' c\.cc(lc(l
(l()rrrtsti( pr()du(li()!'l l)1 -o rtlilli()lr
t()ns.'li) lir)lit lurther prolifcratiott of
snrilll r(]lincries, ancl c n,. ott r'ltgc
c(1,n(,nli(\ ,,1' \\ irle, (1rr{lnr(li,)r) ,,l'r(.
lint'ru's rvitlt ir (.rl):r!il\ r,l' [.s tlt.trt i
rnilli()n l()11s is "restrictc(l rrnclcr thc
(::ltxl{)Buc. Alth()uglr thcsc rrncl r:tlrrr
irul)()r1ir1l rcslrictk)ns on tirrcign oil cr-
l)l()r:lli(,n .rn(l L \111,)il:ll,r)n :lt lr\ tlrc\
\\'jllrirr (llrinll remxin. rc(-enl (lcYcl()l)-

Illcnls (lcrl()nstr.lle thrt lh( 8()\'crn'
nlcnr is tirking lxrkl initiatives to ntcct
tllc (()untr\"s cllcr'g\' necds inl() lhc
Ir('\l nrill( nniurn.

FRoM PLAN T() MARKET
Al Ilrc ivlxrcll sessiort of the Nutionrtl

I)e()plc s (in'rgrcss, clelt'gatcs eppt-ovc<l
r l]rcrgcr l)clwecn (:hin:t Nirli()nill
l)ctrrxht'rnicll (i()rp. (SIN()l)Fl(l), llt('
Slirl(-( )\\ n( (l rcfining nonr4roll. unrl
(lNI'(1. -l'l)c c()ngress rls() passr'rl rLn

.rl.ll.tI( \\r\'(' lrtrrr'.rtrr'r.rlir r( \lrlrr I tlrrlll.l

Pllrrr tlr:rt sl.rslrtcl Illc ntrrlll)( r i'l' rr)rrr

ist.ic5 lr()rrl-lO l(r 29 (sr'(''lhL'(.ltR.
Ilx\-lun! l99tl. p..16) As p:rn ()t lhis

l)liril. ir(lnrinistrxlive regulJrion ()l lll('
pctr(,lcLlll) inclustrt' qls lr:tnslcrrc(l t()
.r ntrv lxxir'. IIr( :tilt( A(lnrini\rr.rli()rl
()l tl)c l)ctr()lcuor lncl Chcnti<ul Incltts-
tri('s (SAl'(:l). SAP(ll \r'ill trkc ()\'cr tllc
r('qtrl.llr )rJ :rrr(l .rLlrrrinii'trillive lirn(1r( nr\
lror tlrc clisbanclc(i Minislry ()f (;c()l-
ogy anrl Nlintral Res()Lrrccs. :ls \\'(ll lrs

lr{rn (:Nl'(: rn(l slNOl'EC. SAI)(:l its(ll
$ill r'ol)rc un(lcr thc juris(li('ti()n ()l tl)c
\llrlc lr('r,nrniIr',rn,l Tflttlc' ( i, 'ttttris.r, ,tt
(Sl':'l(l). \'l)icll n()\\' :lls() c()nlr()ls tl)c
<lisbantlttl rninislrics ol yros'ct. coltl,
rn.rr lrrnt-lrrrrltling. lrcl.rllrrrE\. ( ll( rrl-
r'els. :rnrl intcrnll trade-thc tratlitional
:ilxtr-()$'n((l scrt()rs.

Accorcling l() l)RC g()\'ernlrrcnt ()lll
r'iels :rrrcl 1.)ublished rep()ns, SAI'(:l \\'ill
lrr'rrtarlt rrP ol lo employccs lroru thc
l.4inistry ()l (;cology and Minclal lle-
sourc'es rrncl ..i0 cxch from SIN()Pl':(l
:rnrl (,Nl)(1, respc(lively. slN()l'E(i u'ill
;rssrrlre rr,rttrol li(m CNl'C ol l0 llcl<ls
ln(l -50.(x)t) $rrrkcrs. $hilc (iNl'(, \\'ill
llrke ()\'cr l5 Sl\()PEC subsitlian' r.rrr
p().:lli()ns \\irll l5().0(X) \\'{)rk(fr.'lltr
Plan:rlso talls tirr the clissolr.ttion .l
(lhin:r ll:rstcrn l)etr(x hcmicxl (i).. \\,itlr
its rncnrlrcr ('()rlrplnics rcvcrting l()
SI\-( )l'ti(, (r rntr( )1. An\. lirrcign <r xtrPu-
ll(. llr.rl lril!( .rlrt:rtly rnrtr.ttt'tl ttet,,ti
xti()ns !\'ith (lhinll E.lstcrn c:rn ('()n-
tinuc t() ncg()tiute $'ilh StN()l'll(;.

PR('oflit'iuls

|e0lize that donttst ic

in t)csttttat t t. ()n i ls

()u'il, u)ilI be ittsrtlficiarrt

tu deueloP the coturlt'y''5

t,ds t nt i n e rd l r'(,s()I/ir(t.

(lllin:r \ li()nxl Ollsh{)rc ()il (l()rl)
((.\()()(i). nreirn$llil(. is no$'rl:o un'
<lcr tltt lirrnrel (()ntr{)l ()l SIi'l (1.

tll()uilh thc SIrtc (i)uncil \rill lik(l\
('()ntrnrrc t() cxcrt irLrth()Iil)' ()\-('r th('
()r.gilnizirti()n.

'lllc Lrllirn:rlc goel ol tltis c()rlx)rJlc
rcslruct!lring is l() li)ul] t$rr lurgc, s1'rc-

cirrlizcd cntr:r1')r'ise gttJops \ t I i )'! i i I ! kt t t )

$itll c(n1tr()l ovcr ()il iln(l gas cxplo-
11rti(nr :lncl proclttction in <lillcretrt r,. -

gi(r'l\. irccclcrlltinfl tllc dcnlisc ()l' cn-
trcnchc(l l)Lrrcruc(rtia irrtcrcsls. lr n(l
inlpr()ving the sc(l().:' lutklrrstcr pcr
lirrmrncc. In Uiv. I'R(l oflic i:tls :ttr-
n()un(c(l rhllt C\P(- \\'ill (()rl(cnlrill('
(,rl lrl)\tr'crlrrr ,'il lrnrl ,.llr. ( \l)L)r:rlr,,n
lrnrl prrxll.rction in n()rth('rn itn(l \\'(st-
c[n (ihinr. Nhilc slN()l'u(. r'ill li)(us
on tlrrrvnstrcru'rt 1>rojects. spcr ilit:tlly
I)clr()( hcmical prrxltr<lion in srxrllrt'rn
:tn(l c.ls(crri coast:rl (:hini. 'l his rc-
gi(mlrl (livisi()n cortesponrls t() tl)tr l()-
(lrti()n ()t rcs()rltccs llncl o)xrkcts. SiB-

,rili( xlrt ( ltJll( nS(\ :uttl ,,1r1x'rttrrtitrc.
lirr invcstnrcnl lie in lhc inlcgrxlir)n {)l
upslrcirnl p()duction:Lncl ckrtt nslrt ern
tlcrnenrl.

\l.rkct ec()n(nri( principlts apJl ar
t,, lr.rrr'lrer.riled rn Ilt( rr'\lnk lrrrirrts.

A<ortling to onc Sl\()l'l:O s()ur((.
(:l)inir \\-ill ciercgtrlutc dootcstir oil
prirrs b1' the end of tltc rcur. t'rrlling
intcrnxti(nal pctrolcr.tot pricrs, xn(l tlrr
rcsrrlting spike in inrpons an(l (rr)l)x,rl
rrrrugllin).1. lIr\(- Lli:,rLtpl(,(l (lr) t(,str(
pr()(lLr(ti()n. SINOPE(l lras linritecl pr()-
cluction al ciglrt kcy oil ficlcls. ()r'cntll
onshore prodtrction \\'xs d()\l'n i9{),(xx)
I(,irs in tllc firsl quancr of this vcur'. ur.
c'orcling t() Sl\OPE(:. l)riccs li)I Jrr(r-
lcunr prtxltrcls have dr<ppcrl lts nrttclr
lus 16 pcrcent. and dorncstt pr<rlrrccts
.trc l,,rtctl titlrtr t,r lr,, (,n Lr Ill( rr rI'l-
vcnt()n' ()r scll bekrs (\xt. I'llc li((/
ltlDtic I)uil.t n()tcd Ihlrt tlrc (urrcnt
I)r()l)lcols undcrscorc (lhina s vrrlncnr-
bility to suclclen nrrrkct (hangcs. irn(l
the ncc(l l() clevelrp stratcgic oil rc-

THE (HllUA BUSIIIESS nEVIEW lttlj.t|1,r\1 t')'t\ l5
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(.'l.titttt Stttt'is

clct'ckltitt.q lxtth

t t t t s l) r t rt, r t t r cl off-s lxt rt,

oil attd grts rcsott rccs,

u,ill.1 (t n auQltc.tsis cttr

ttttltt rctl gtts.

s(^(\. Srrn( :tt Sl\()l)EC l)tli('\'t, tlr:rl
lt|rptinu rr rtt;rrkct-besc<l pri(itrg \\i
lcnr i5 llr('l)(\t \\'ilv t() ovetr.trrttt' tltt
trrrrr'rtt t lil tl <r r lt re.i.

'lIri\ \'('irr's l)ufu:rucrlti. resllulll irU
((rrli,ruci' thc. nrulkct-oricarlt:cl r(.li,rrrrs
tlr:rt lir'.t .lrnk t.lrirr.r's Pttr,rltrrrrr il
(lustn' in.lxnlrllr) 199], $'hcn S oil-r'r-
Irl,rf.tti, ) Ir.rr'(..lrrr .rrrtl lt) rc.c,.rrr'lr irt
slitrrIcs rrnclt,r lhc nos'cle lirnct
trlinislr\ ()l (;!()l()g| lln(! \lin(,rirl llc-
s()ur((s (,slJl)li:,hccl Chirre Star \u-
li()nrrl l)('lr()l(LIll (l()rl). ((lltirlir Slxr)
\\ilh [(,gi\tcrc(l tuPitul oI YJ.l billion
(5J-a rnilli(nl). Jl,O(x) e0lPl()\'c(\. rn(l
Ii{) I)r()(lu(li()n units. Likc (:\1,(:.
(llrin.r SIirr is urrtlrorizcd l() crrtcr rclil-
ti(,nslriPs $itlr li)rcirrn c()u)l)x|rics t n-
likr. (.\l'(.. lr()\\(\'t:r (-hinit Stal is r.lt'
r cloping llrtlr onslrorc anrl ol'hlrolc
oil rrnrl grrs rr's()ur(cs. r.r'itlr ltn cnrPlr:r-
sis rrn nalrrr:rl grrs. lt rvill :lls() inVcst in
clo$r'rslrcrrnr in(lui,(rics xn(l (li\.crsif\
Pr-rrlrrr'tion l{) rerch l proicctctl trltrrl
rtrrnttul orttptrt ()l Yl0 l)illi()n ($l.l l)il
li{nr) l)\ .l0o() ln its hrst r-eur ol' Pro-
<ltrrtirrn. (lhinlr Slxr lx)asle(l an ()ull)lll
ol 1.5- rrrillion ctr-ia l(nls ()l nlrlrrrll
glrs :rnrl hlrrl rcp()rts(ll\- cnglrg,.,cl in
tlisr. rrssiorrs \\'ill) r ,nai()r rrrrrItir'rIrtit rn:rI

t() lin'llr :r t lrr.rrriLul ltnilizcl i()inr \'(n-
ttrrc in 5ir'ltLrrn l)rovincc. u ltir'lr urrrrkl
tllilirL' nilllrrill glts rts l rlt\- rulrlcri:rl.
Ilris tclrr' (llrinil StJr cstirr)xl(s ils t()till
orrtPrrt rr ill r(rrclr .l nrilli()n r)lrt.i(' t(nrs.

S()or((, in lJrijing stlY lhxt (:NI,(:
llIrcl its oll.slrorr, ( ()unler[)llfl. (,\()()(.,
hx(l :'lr()ngl\ tlrPoscrl thc .r(':rli(n] ()l

tltt nc\\ (()rrll).ln\' 'Il]rir Iitilrrrr t() prc-
\(.rrl (llrirril Stilr's f()rmllti()n rrl'l((l((l
It('iiinl.a \ (liss:rt isll.l ir m $ itll llle in(lus-
ln slrtr(t!r'(. uncl lht'govcrnnrtrtl's r['
\rrr'lr' rr).ll'k(1rl( tltt rtrtor Illr,nrlill r]-
cltrrscrl cortrPclilirrn. j\t lllc aer!.nnnl\,
rrr.rrkllll.l Ill( rr( \\ ('orlrl):lr1\'\ ir\ ( Plr(,n.
lorr .lr.rlrrr.r. tll( rl \ l('L llr( l]r( r ll]
r lrrlgr. ,,l rrttltrrtrr. ltt'r.tltlt'tl tlltnr:r
sliI s (slrrl)lisl]n)cnl ;ls il si!inili('ilnl
.t('l) ir tlr( r'r.'li'rrl ,'l [t.lrrn,r.] ,rrl irr-

rlrrstrr'.' \otu'itlrstunding su.ll In)lili(irl
strlr;xrn :rnrl (lllins Slur's grxxl slr(}rr-
ing in its lirsl \'cxr ()l- ()l)cr!lirnl. tltc
rr(,rgcr ()l (:\l'C xn(l Sl\()l,li(: ln(l r(-
\ltlttnE c(r,n(,uli(.\,,j- :r,r[. r orrltl r.lirrrr
nilt( (lhi,l:l Stxr's ((nnpctiti\,r c(lu(. ()n
llr( ,nllcr h:rn(1. (.hinl sllr': rrrr.rll srz,.'

:rncl cIrst. tics sith high-rrnking olli'
(ilrls irt S.^l'(ll, sonre ol \\,lronr lirr-
nrt,r'l1 sr.rr,ecl i,) thc i\lioisln' ()l (;(.()l-
,rq1 .rnrl \lirt,.r.rl Ii(\r,ut(\. rrt.r\ l.lir(
it lllc llc\il)ilitv t() sLrr\i\'( unrl cvcn
ll()rrrislr in lltc n1.rrket. l'hc rcccrrl rc
stnrcluring xn(l trilnsti'r ol' lrclnrinistr'lr-
livc irurll()ntl to SAI'(.1 lrighliglrts tlrt.
lclrrlcrslrilr's ((nnn)ilnleIlt ttr opcrltr' lrt
rrrrrlkct print'iplcs. slrich sill srrrk to
(:llin:l Slxr's rrtlvlntegc.

It is :'lill l(x) carlv kr pruli<t t,xacllv
\\'hit clli,(t tllc rcsrlucturing \\ill lrrl\'(.
, 'tt l, 'tt'ir:n irrvr'\lrrl('rrt. I,Lrt r((('rll rrri,r-
istcrial u1'r;xriolrncnts in(licirlL (l)irt tlr(
(;lrincs( l.{()\'crnn)rnt is tirking il !)n)rc

1'tto-lttrsincss, lt() u()tlsctls(, ltpltroltclt
t() nllllk({ rctirrnrs. Sht'ng lluxren. fi)r-
rlcr hcld of SINOI'liC. ltls lrccn
t:rPPcr.l to llcx(l SUlC. \ lrilc Zlrou
\irngkung. lrcir(l ()f (;\l'(l sin(c lltr'
199(). \\ ill tlkc clurrgt o[ tlrt. nt.s' Ilin-
istr! ()l l-.rrr(l .lnd \alrLrr!rl Rcs()rrr('ci'
ll()th rD(.n r(rl)rcscnt Ihe nes' lrrt.ccl (}l

t)r:rl.ill1.lti('. nr.lrkcl.()ricnlc(l lc(J1n( x llll:'
tl,.'r.rtetl to lrrglr positiorrr in l'r't'rrrrr.'r'
Zlrtr Rortgji s g()\'ernnlcnl.

Tur: REGrrr.AToRY
SI'RT] (JTTIRE

l)cspilc lleijing s Pr<rlcssccl (rttrrnit-
n)cnl t() r)xrkct retirrrrr. [irrcign corn'
I)rrnicri sccking t() i,'rIcst in l)ll(: ()il
runrl grrs proircls still Il(r x (()r)ll)lc\
ln\lr ,'l rcgrrl.rtir) s \\ lrctlrcr tlr( rrrirr.
i:tcrixl rcstl.tr.Iuring rrill lcrrcl to :rn
t,rtllrlrrrl ol tll('( r(ltulxtrrnrs r(lrlrn.
rrnr k .rr. ln llr('rn(.rnllr)r(.l(lr(il.ln rn-
vc\tr)rs (lln c\pe(t thc rcSlrlJl()ry
r('giore l() ('()nlinuc t() tirlkxr tltr' 1'rlo-
rr.tltrrr...tlr'r'.rtlr in Pl.rrr'. il \\rll) rr)r),,r
rrtotlillcations.

I lr( IL$lrl:!l(rr\ slrrr('lur'( HIr(r'rrirls
lirlt'ign p:rnics cxpkring untl <lcvcIp-
inli (lhir)csc ()nsh()rc ()il rrs(rvcs is (lc-
r.ri['rl irr tlrt' ltt'gtrl.rtiorr.,'l tlrt l'l(],,1
tl)c l:\lll()ilxli()n of ()nsltore I)('lrr)leur)l
l((.\,,rtr((,s l Lr x,p(,ritti( rt) \\'rlll Ii,r(,turl
l:nl(rl)riics (tlrr ()nsh()rc llcgrtlutions),
l)t()ll]ulgill((l l)\ Ihc \linis(r\ ()l Ior-
('r!.tr) Ir.r(l( .rnrl lir'nortut (ir,l\'r:lll(nl
r\l()l:ll(.r r ()(lol\,r l,t,)J ,\l*' irrr

I)() rt'll lrr( ll)t Pr()\'isi(nrxl llrrsrrrcs
(;()r( rning (i)ntr()l (r' llcgisl r'iLl i( )o ()l
()il :ln(l NJlulill (l:rs I\l)l(]rirti()n :ln(l
[\I)l()iluIi()n ( thc l) r( )\'isi( )nr l \ltlr-
srrr(s). l)r()nlLrl!llrIi:-(l ()\'cr ll (lcc:r(l('

rrgo lrr tltc \linistrr o[ l)ctr()lcur]l ln'
(lostr\. Alicr thirt nlinislr\'$ls (li5'
l,.rrrrl*1. t:\l't. .rs.rrrrrrtl rrr.rrrv ol it.
ir(lnlinistrJli\ c rrncl rcgtrllrtor'r tirnt -

ti()ns A i,ul)l,txntiJllr si riluI rcgrrl:rton
lr:trtres'ork gor'rrr'ts lirrcign crxrpcru-
ti(,n in ()l-l-sl)()rc ()il cxl)l()lirti()n xn(l
c\l)l( )itrli( )l,).

Irr'r(ler lllc Onslrorr., llegtrletiorrs. lirr-
t'igo crrrnDltnies rrril) crrglrgc itT ,)ctr()-
Ittrrrt t \Pl,'f:rtirrr .tntl t'sPl,'it.ttr,'tt
()r1l\' \\ilhin sl)ccilic rcgi(nrs :t1.)Pr'()r'r.'tl

l)\ ll)c St.rtc C()Lrn(il. (:Nl,(:. \\'lri(h
PrrxlLrr'ctl 9l) pcrc(nt (, (.hin.li' t()trrl
c'rrrrlt, oil in 199(). llJs ltcn thc solc
rlcplrtntcnt !ulll()rizccl l)\ tlr(' SlJlc
(:, 

'un( il r{, ((,{,1)(r.lt(, \\rtlr l('r(,ign
lir,ls in cxl)l()[ilrg :r1'rlrrovcrl :rrr'us. II

rr.,nrrinr unclclrr. lron'evr.r. lros tlrc
!(l\ ( n( ()l- (-hina Slur \\ ill llt(,( t llris
n11;61rpol1'. l hr r(]gulirt()r\ stftr(lrrr(,
u'ill pnrbubll lrc rcvisctl to inr'ltrclc
(,1)inir Slur rtnrl rcllcct tltt slrili ol rrcl-

nrinislrlltive function to SAl,(:1. l)ut
\\illr liltl( r)tlrcr.Ul)\tirnli\1 ('lr:rnB(.

l'lrc r(gtrlrrlir'rt. \tirt(' tlrill Ii,r('igrl
J).lrlrr'\ rrllt\l I)( rl,,rrrr lrll ( \J)l,,r:rlr.,n
\\ ork. lrr'ar xll rss()cilltc(l risk. anrl
provirlt' rtll nc(cssiln' invcslr)l(nt. lJc-
lirrc. ltginning :ln\' (.\l)l(rrJtir),r \\'(nk.
Itot t r cr. foreign ;-xrltics rrltr:\t (()11-

r lrrtlr' .r tir,,,P1,1.rlr\(. l:\Plor.rlrn
i\grccrDcnt (Cl---A) \\ill) (.\l'(: ()r J
(-\l)(: (lcsigr'rirlc(l Ircrl crttitt. l ntlcr
sLrt h lrn agrcerDenl. ir l()rci811 l)ilalv
ln(l (:Nl'(l (()r (lcsignxlc(l krrrl lrocll')
ncg()tixtL, cxpl(nilti()n und c\l)l()irirli()n
lr'r.s lr, l,c'l)iri(l 1,, (.\l'(. llrtlr li't's
rrrtrsl l)r 6\c(l pri()r' l() tlt( (lisc(\'(n ()l'

en1 csploitublc tril rcscIr'cs. 'l lrc'
llgrccrnrnt rlso establisltcs tlt( (listIil)-
tlli('rr I)(r(('nl.rA( lrt{rrr't'n tlrc lirrt'rttr
ancl (-ltincse panits.

l'ri()r' t() signing thc (:l:4. lx)\\(\.r.
rlrr l)irnirs rnust srrhnrit it l() Il()l-l|(.
tirr Prclirninrtn rc!ie\\' xn(l ((nrrr)(rrt.
i\l( )l:l-E(l rcYir\\'s thc xgrccnrcnt in J(
., ,rrl.rnrr' rr itlt tlr( \,,1i('r' (., !rl('( r nirrl.l

tlr(. I)ul)li(xti()n xnd I)istril)Lrti(nr ()l tll(j
Ii\:lr))inxli()n ancl AP1'rlor ul I)ri,r( il)l('s
ltntl l)rotc<lttres lirt lrorcigtr-irrrtstccl
llnfcrl)ris(s in S!le(lc(l In(lustri(,s (tltc
Al)l)r()\':ll \()ticc). issuc(l in l:ltc l()9().
'Icrnts o[ tlre (]llA shorrltl .()nli)nll I()
(i, t,l)rrn lnlern.tlrrlr):ll l)t.l\lkc l)rrflnl.l
tl)c rtvic\\' pr()c(s:,. \l()l:l l:(I (r)ni'i(l-
(.r-s. irt l):lrti(1ll:rr. tlrt' tr.nn <rl' cxplrr
rrli{D, thc lrrn) ()l'llre rglc(llrcnt. th(,
t'r.gi,'tt t,, lre erPl,,rcti. .trtti .rttr 'igtr
rng tit lltt irllr((r,l(rll .rl.r' lltrrsl :.trP-

ttlutc tlrut thc li)rcign l)1fl\' l)(ilrs irll
risk. l"inlrllr'. her'lrtrsc tlrc lr.qr((.r)lcrll
('ilnr)()t ar'cille rt lcg:tl Jrtrsrrn rrnclcr'
l'ltO lu\\'. it clnnot lrlortc crcirl( u i()inl-
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\'(nlur'(,('()nlpJn\, 'f he Pirrti('s nrusl
rr(8"1,:rl( .rn(l \r8n .l \cP.tr.ll( j'rirrl
!ciltLrrc c(,nlr:lcl This pror'css tan
s( )nlrl illlcs llc cxPcclitetl. clcpcrrding
(,rr tll(. (llJr:rctcristics ()f x plrrti(ullrr
tlcrrl. by cncrrur:rging l()cxl (lhin(sc
purtnc[s l() l()l)l]y cenlrrl CNI'(l xn(l
M()l:lll(l {}ificiirls to trrnsfi'r xl)pr()vxl
llLrlh()ritv t() lhc J)r()vincilll lev('1.

'llrr' ()nslrorc ilegulati()n:i ltrnhcr rc-
<1uirc lirrc'ign l)artners to pr()vidc
lim('l)' rcp()rls t() CNPC ()n thc
progress ol exploratir>n. devel()pr)lcnt,
lrnrl ;rroclu<-tion ilctit'ities.'l'hcsc rc'
pl)nr intlrrrlc aurrcnl sllntPlei! irs \\'cll
Irs :rssor'illtccl tcchnicrl. econonric. [i-
nirnailrl. lln(l xdlninistrtti!'c n)ateri:rls.
()ncc strbnrittccl. rll of these oultrrill.i
bccornc thc propcrtt of (lNI'j(l xnd
tlr('ir subsc(lucnt use, ttunsli'r. r)r Brxnl
is sul)jcr't l() stri(1 Sovernnrtjnt!l rcgLr

lill i( )n.

DRILI-tN(; FoR otL
()ncc lhc parties to x CllA cxn

clenronstrltc pr(^'en rcscn!'s ()[ ()il ()r

n.rtrrr.rl grr'. (:\l'(: .rn(l tlrt lirrcrgn
p.lrIv orust concludc il pr()ducti()n-
sharing contract ( I'}sC) heli)rr tirll-scxle

I)r.^lu(1r()n .ln(l ( rlr:l('li,1n (Jn l)('gin
F()rcign pJnnrrs gencrall! tirkc ()n (lc-
\ ( 1.,1)nr( nl :tnrl Pr,rcltrrtion.trtiritic.
lirr :r stipuletcrl lime period. 'lhc ti)r-
cign prny c\rst(nnxrily elso estublishcs
I lI'.rnr'lr,rr r(.prc\enl.rti\(. r,[li(1. in
Clli!t:l tr) (1)n(lu(l t(( hn{)l(}g} lrilininE
.ln(l pcrs(xrncl dcrelopment. rvith the
cvcnlurl g()al (r' l()crlizing ()perxti(nrs.

On(( thc li)rcign partner rcccivcs
c(nlll)cnsuri()n.s slipuhtcd in thc I)S(1.
()r t tlrc cn(l of ln egreed-upon pro-
([r(t,(n pll:rsc. osnersltip ol lll asscts
\\'itll lhc cxccpti()n of rhos( Iclsc(l
fronr tlrirtl l)srties rclcns t() (]NI)(i.

'Ilre rrpprovll process ti)r the l)s(l
0lirr()r. rlr:rl lirr tlrt CFA. (:\l'(:\ i'rHn-
ing ()l tl)c I'SO, lirf exumplc, syrnlxrl'
r7(.s I)r,'j(,.1 .rPPrrrr.rl. ()ticn. ir'r IJL'I,

tlrc t(',.l)rs ( )f 1l)e l'SC-inelu(ling t]rc
(listril)uli()rr <rl oil :rre neg()Iilllcd x,1(l

agrcerl upon cluring the CEA :rppr()\ll
l)r( )( (ss.

t nlikc thc rl)l)()\.ll pr()(ess li)r tlrc
(:liA. l)()\\c\cr. the pllIies I() thc I)S(l
nlrrst i()intlv prep:rre x ti'asibilitl snrclr-

lirr strlurissiort. rl()ng witll lllc l'S(1, t()
NI()l:T Ii(: li)r rcvie\\'dnd approvel Tlrc
lclsihility stu(l)' n)Lrst inclLrdc x .(rrt-
plclrcrrsive utilizati()n plan lor :rny
"syrubiotit ()r' al((ess()ry nrinet:lls ()l'

intlrrstrirrl valuc (lis(\)\,ercd <luring pc-
tr()lcun) cxpl( )rut i()n. NlOf'lE(l \\'ill
r.rrnclLttl J I)rclirDirrxrv rcvie\\' ()l' thc
(()nr(r.l l)eli)re it is signc(l .ln(l lhen

OIL FoR sALE
'Ilrc ()nshore Regulxti()ns l)crnrit x

lirleign party to scll oil clontcstitltlly
(l)r()ugh CNPC or cxp()rt rlrc ()il
irl)r()r(1. ln prxcticc. rll rlil is solcl to
(:Nl)(i. \r'hich markets it in-(r\rnln'itt x
\t.it( (l(1(rnrncJ prrcr'. llt'r,rrt'rt'rl itr-
vestnrcnt, profits. dcprcliation. ltncl :tll
(xllcr lcg:ll exrnings nr:rv l)r' rcrrritl(cl
lrlrroacl in acc()rditnce \\itlr lhc rclc-
\:r nt I']R(: foreign-c-xchungc rrgul:r-
ti()ns. In thc pirst t\\-() \'e.lrs, (lhin:r has
tirkcn signific:rnt stcps t()\\'irr(l grcxtcr
.onVcnil)ilin'of thc l?rrrlll)/. t1S (l()l-

lrrrs havc also lleen reerlily xltirinxl)le
(nr thc n)rrkct, th()ugh ccnrin r(slri('
ti()ns ()t1 c()nversi()n renl:lin.

I'lt(l ln(l foreign cntcrpflscs cllgllr]-
inB in c(x)perati\'c cxpl()itilti()n ()l (nl-
shorc oil re'sources nrrrst pa1' ror':rltics
t() lhe l,RC governnlcnt l((()r(ling l()
thc l)r()\'isi()nrrl Regulxti()ns ()n the
I).1\ t(.nr l)\' 5inL,- Ft ,reil.ln (:,,,1)crlrri\(,

J()inl \i'nturcs of R()\'xltics tilr tlrt tix-
pl()itxlion of Onshore Oil llcsor.rr(cs.

ProntrrlgrLtcd l)y tllc Nlinistr) ()l l:i-
nxnce in 1990. Royaltit's lLre (ul(Lr
l:rtccl hascd ()n ilnnLul gross proclLtc-

li,,n rn(l ,tre P:t):tlrl(. itt kittrl rn
edvante by instellnrents t() lhc I'R(;
lax uullr()rities. In 1996, prrrsurnl t()
lll('Appr()\':rl N(nic(', 11()Ft u(: ruisc(l
thc n)inin)unr lrrrount o[ .la]nLrill l)r()-
<luelion rrnclcr \\'hi(h rntcrpriscs lrre
c\cnrl)t fr()I]l r()\'rlties fr()nl 50.O00
l(,n\ l(, i(r(,llotl t(nr\ .r\ .ln .r(l(l('(l ln
((,nti\-t, t() lirrcign crxrpcr:rtion in oil
c\pl()ituti()n.

With nrerket refornrs. tlrc govcrn-
rrr( nl ll.rs gr;rrlrr.rlll r't'rtro\,ctl Pt'tct'
('()ntt()ls ()n rnost crrrnor<xlitits. lrttt ltas
kc1'rt controls in pllcc lirr r'nrclc lrncl
frrrrslr*l ,,il lrr,,clrr.tr. in I)lrrl t, nr:lrl-
lirin l()\\' infllti()n. Thcsc controls h:rve
(rexlc(l il t\\'o tiere(l pri(ing s\'\terrl
lllrt r(qurtcr (,\l'C Io s(ll e lurgc Por-
ti()n ()l ils ()il xl l()\\'cr l)ri((s t() ()tllcr
St:rlc-rLrn industrics. ln<l onlt'lr sntrll
p()nion ()f its products itt hiEhcr rnxr-
kct pritcs. An internil policv rncnro-
ranrlr.rnr iointl,v suhmittcd t() thc Stul(j
(irrrntil lrt SE'lC and th( St:lt(' l)l:rn
ning (i)nunissi()n in 199.1, ()l)ir'riorrs
(i)n(crning the Reslructuring ()f tl)e
t'r'rrrlc rrnrl finislt((l ( )il (:rr. ul.rti,)n
St\l(rr. s(l t,rrllt tltrs gr'rtr'r':rl P,,lii1
Sin(c 199.r. reinlirrce<l nrJrk(t c()nlr()ls
irn(l c(ntlll .lll()calions hevc Norkcrl trr

'['119 
1q1t1'ertt ntctt t

ltcts gra tlt t tt ll-\' rL,tn()tted

price cot tl r()ls o,t

tnosl cot?t nt( )d i t ics. htt t

bas kell c(),ttr()ls in

place .fbr cntde dncl

.lt t t ished ( )i I pr( )d t tc ts.

stubilizc thc pri(ing slstcol. (urtril
speculatkrn ()n llrc (l()nlcstif r)l.lrkcl.
rncl provicle.iling Stiltc-( )\r'ne(l enter-
prises with r()ntinuc(l u(ccss t() (le
facto sutrsiclizecl inpr.tts.

Hr )\\'c\1,r. ( , rntilru( (l 0).lrkctir.rli, '!l
runcl plunrnrcting irltcrnati()nll| ()il
pricc's lta\.c plrl l)rr'ssur('()n tlle g()\1
ernrlent t() clisnlrntlt' lhis \('sligc ()[
thc- plannccl e(-()rr()nl\'. Acr'ording to
SI\OPEC. Llciiing l)lllns to flrat ckr
nrestic priccs l() inlcrnlrli()ntl nllrrkct
lcrels l,)\'rhe cnd ()l 1991]. [)eregula-

Since 1991 China Venture Advisors
has specialized in faciliating market
entry for U.S. companies in China.

We would be happy to discuss your
business needs with you.

. loint Ventures . Market Entry

. WTOE . Research

China Vent,nre TAdvisors
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Tel. (415) 564-02l5 Fax: (415) 564-1879
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firrrn:rlll examinc and appror c thc
rrrnlract after the relev nl prnics h:lve
siSncd it. considering tlte sarrrc tnctors
xs th()sc taken int() acc()unl \\'hcn rc-
vie$'ing the CEA.
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l'l trc it tg tl.tc tlontt'slit'

rtil trtttl 14rs i,tduslt,l'

to lit't' or d ic lt.1' l l.tt'

rttarkcl is irt litta

u, i I l.) Zli t t l?o r tgl i's

ot'efttll pldil Jbr rt,fitr n t

rtl'Stata<ttt'ttecl

en lc,'f )risas. d d i

firct trrtt.1, ltetrcfit Stutt,-

t ttt,t t t'rl ct t tcry)risas

itt r her secktrs.

<lrrsln lo live or die bv tltc nurkct is

llso in line \\-ith ZIlu Il(nrgiis ()\crxll
phn lirr rcfornr ()l Stirlc ()\\'nc(l cnlcr
priscs, :rncl in trct nrlv l.lcncfit stllc-
r:s'ned cntr'rprises in olhcr seclors. lrt
:tllr:rving tlrent ;l('(( \\ t,r r'ltt':rPt l in-

I)ul:.

.{ntorrg tlrt'(()nrp()lr('nts ()l tll(' trs-
(:llin:r lincr.r.tv Jnd Iln|ir(nrn(r)t lnitir-
li\e i\ thc trS'(lllin;l Oil ln(l (;.ls ln
(lLrstn li)runr. Nlriah ritns t() (]ngru{(
I :.tnr.l tiltrntst' g{^'('r,rrtr(rrt Jrxl lnr\r
rl(ss rcprc:,(lttlli\ cs on oil lntl g.ts is'
sucs. A tentxtile list ol trryrir.s to lrt.
cliscussccl rtt thc firsl rrertirrS,)l Ilrt
ti,nrrr. x1rr,,.[r[,rl li rr \r rrr.rrl*r' .]- r rrr

Itciiing, incltrclcs Chinas rtr:t rrtlt rt-
strtrctrrul oil anrl ga:' :lLllnin jslr.lti( r'li
lupprovltl prrxctlurcs tirr oil ltntl grts

r. xpI rr':rlion uncl proclr.ttlion projccts:
ctlcr'.q\' trxnsl)()rtJti()n issucsi l S-l'll(i
(rx)l)r[lti()n in third a()Lrntrirs. l)irni(\r-
larlt in thc li)rtncr s()\icl I nion :rncl
thc i\lirl<llc l:irsti irn(l :r pnrposrtl to
rJi\c tlrc (quilv limit tirr lotallr .rp-

l)r()\cd ( ncrFl pr()iccts.
'lllc I S-(lllinl []nergv n(l hn\ir()n-

nr('rrl lnili:rli\(' \\'lri crcJlc(l l)\ li)flr)er
l S lit(r8\'s((retJry l'c(lcric() l)(nu
Jn(l l'll(i Strlc l)c|cl()prncnt l)lxnDiDl.l
(jnnrnissi(xr \linislrr ZrrlE l)ci)'iln (rl
()rtolrtr.19. l99l Signc(l (luring l'}lt(l
l'rc\r(l(nl .lIlnE Zrnrlr'. .unrrrl ti\il
Il' llk' I nil((l Sl:rl(\ I:lst \(:rr. Ih(' rnr-

tiJti\t' i\ intrn(l((l to lirstcr lrilrrtcrirl

tc(hni( J l ((xrl)(.rrtion unrl rrrrrrrrrt,r
(iul l)r()iccls irr urb:rr't rir <1tr:rlit\', rulul
cl((trill(xltnt.,.le;rn cncrtr. lrnrl cn-
(rE\ clfi.irn( \'.

Iin'tlr()r( inli)rnrxti()n.rlxrrrt the ( )rl
.rnrl (irrs lnrlrrstn li,rur)r :ln(l rt\ inililrl
nr('( ling in llciiilr9. ('(lntJ(tl

I )r )nJl(l .lu( kctl
I )ir( ( lr )r

\:rlu,'ill (;Js rn(l ()il lnrl)()rl .rr(l
l:\t), n1 A('li\ iti(s

{ )ltitc ol lirssil l:rx'rgr
lr\ l)( l).rnnlc.nl ol Ii,t(.l.r.l\
li'l: 2ol 5li6-liS3t)
lr.t\ lo2 ili() rl)(r.l
['nrril: ti rrt.rltl.irrt kc11/ inl 1i rl qor

()r

Ii()r1 is sutc lr) ('rctlc c(r)n()nI(- sltc:ts
I r \t.rt('-,'Ur) Pr, xlrrt rng .rntl rt linrng
(nlcrl)rii\cs. lrr.rt thcrc ir((nls l() l)(, J
('()nscnsus thllt c(DlirlLring t{) r)llri llin
rrlrifit iullr ltiglt pricss is trntunrtlrlc.
I:(,r(i,rS llrc (1,'r)(\tr( {ril rtttrl g.t. irt-

TlrTRSTY roB
ToR !]I G N I NY ESTM }: N'I'

'l'lrc l99ll restru.luring uncl llrc ucl-
\rnl ()l (lhinx Ster lus rrisr.'rl il]]l)()tlilnt
iss(rr), a()n(crning x r(Htrlxl()rt :'tr!r('-
Iur(, llr:rr ((,ntr('l\ li'r(,iltn l).rrti(rl).lri()n
irr rril projccts us lcll as ()il lxt(s. \()-
lill)l\. (\r!_rcnl St:rlc (:()u|r(i! rr.,gulations
tr.UI(. (:\|(. .t\ tl)r.,'nl\ (.ntjt\ l)(rIltit-
t(d t() .(x)p(rxr( $ith lirrcigrr l)il rrrn-
((rn:'. lt is still trnc k'lrI lro\\' rrr \\'ltcn
thc rcgulutory rcgirrrc u ill lr ;rnrt'rrclccl
l() [etlcct lhr cstill)lishr]renl ()l 5AI)(:l
xn(l (ll)inll St:lr.

l)csl)irr lhc Slurc's lx)l(l (m pri(cs.
lr,rtlt tltc trrntrnr.ttl(l (r,rtlrrr(r'('l.llrr.l-
ti()rr ol tltt :.r'r'tor .rnrl tlrt ,,ng,,ing
\( J)llr:lliUn rtl ll(Lrrirri.lr.ili\( :lr.rtlri,ril\
fr'(,or corJrorltc pxrli( iplrli()n (lc l()n-
slrirlc lhc g()\'ernDlc|rl \ rcs()l\'( l{) cn-
srrrc rclialrle prtr()l(ut]r sulrPIi(s. I)o-
lilicxl \\ ill ulso st.crlls t() (\isl l()
pr(xD()tc the furtllcr ()l)cning ()l' (l()-

Ilt lt n l)Ltrrouglts
I)rr((l()r
In!'r{\ l)i\ isi()r]
Itrr(,rnirri(nr:rl l r.r(l( 4(IlliDii,rr.ir()n
['S l )('l).1[r]l(nl ()l (]rnrr(,ra(.
.li li -lol r82'r()tl
l'.r\: lol r82-()l-o
l rnilll l l( lrD_llrrrr(luuh\r4 ir.r (l( )( (r )\

nrcslia ( )il cxPLrretion;rnrl Prrxluction
()l)P( )rlrr nit ics t() li)rr'il.Ir invcrlrneut
lncl a<h:rntctl trtlrnolrgr'. An ilgrcc-
rrrsnt rcat(hc(l last Vt,er bcl$'cen
CNI,C :ln(l .J:rl)ro Nilli()nrl ()il (:()rp.
rcPre:\clllc(l :r nrajr rr lrreaktltrtrtrth.
lirr tlre first tirirc, l()r(ign inrcrests
g:rinc(l :lc(csr tr) s{)rlc ()t'tllc l)elte,'
lrl,rck. in Xir jirrng s IJrirn lliri'ir).
lrtr(,r Iir tlrirl .rltI( ('rr)( nl. ntrtrty lirreign
c()rnpllrlics hacl lrt.crt lrlxnrltxring ex
Plr:ration pr'ojctts in llllt ilrex l)c-
cxusc (:\l)(l hacl uitlrht,kl ([iti(ill in-
l',,rrtl.rti()n .ttltl ,tr rr'.. I., (ll(,i(r
lrlocks. \lcun*hil(. (:llinir Srur hxs
rulso rcponcrllr, ncg()tixlc(l $ith sc\'-
erel \\c,stcrn lirnrs li)r the salc o[ rlata
thxt \\'()uld gir't tlrosc ('()nll).lnies lr

r'lc:rrer piclurt ()l ll)( (lulrlil\' ()f
lrkrcks oflcrcrl l)) (:\l'(:. All ol thesc
:rrr' 1)rirrtrisin{ signs tlt.rt li'r( rSn lirtrrs
*'ill ltavr u r()le lo l)hy in (llrina s r.lil
sc(l()r in c( )nling ycJrs.

CHTNA As A w()Rl,D PI-AYER
'Ihrcc thorrr:rntl .r.lu(sls lr()nr lJo

cor.rntdcs alltntlctl lll(, ljilih Ni)rl(l l).'
lr,,l( llllr (:,,n1( r('n, r' ltt'Il rn ln'iiing
lust l':rll. Iror (.lrrna. lr<rsting this e<x'rli,r-
utrr'c r'ottlcl n()t ltir\'(' lrr'cIt otorc
ti )el\. (-hir'til is (r,r)tirtg int() its ()\\'n lls
:r u'orltl yros't,r-, lnrl hls:rlrclrclv lt-
,'r,I]rr. .l|r illrl\r,rl.||1] l)l.r\r,r in .rl in-
r'rcesingl,v (1)rnl)rtilivc intcrnlrtionel oil
nrirrkcl. As (:NI'(. iln(l (llrinrL Star clc-
vcl()p thcir ()\\'n int(.rr1irti(r'rill s()Lra(cs.
('()ntinLring ('()rr('crn ()\'( r' clc;T nclcncc
on foreiqn-sottrrcrl oil sill rucln
grcxler cn)Pl)xsi: on rler'clrJrnrcnl lncl
c\pl()ililti{)Il ()l (lhinil\ ()\\'n rescncs.
cstinutr(l .lt 9r l)illr()n torts ol-oil lr'tcl

--ltj trilli()n (u nl ()l nirlrlr:ll gils ( sc(,

l).Jo). l)('sl)il( tlilflurltics Postrl lrv the
gcogrePlric (listril)ul i( )n ()l r(s()urces.
olliial sorrr<cs Prt'rlict that nrx\imurtl
runnual oil l)r()clu(ti()n rlill probabll'
r(,.,('lt 2rx, ,lrilli,,rr r,,rr. lry l(llrr. (;,,v
crnorent p()li(\' u'ill t n<'or.rragc clevcl-
{)pDrenl nn)sllv in \\'rst(.rn (:hinl:lnd
()ll.sh()rc, \\'ltilr stirl)ilizing lnnurl ()il
(,ullrul r)l il t rllr,,tt t,) s .lt I)ll(lit)g
oilhr'lcl. t ltlsll rrc oil Irrr rhrr trort is e.ti-
nr:rtc(l l() rcil(ll lll rrrillion tons ()r

m()re b\ l0lt).
S\\(cpirtil cllunlt(s in lhs l)ctr()leunt

inclusln slroultl sl)(ll {)l)l)(ntLrnities li)r
li rrcign cr x 4'tr'utior). Nr'\\' I)( )l irics rild
ir!l|lrini\lrJti\( .lullxnili('\ \\ill (1,rti|lU(
1r) guidr tl)e l)urlixl ()t)(ning ()l- lhis
\c( l('r. | )l)l),)rlrrnrlt('{ l()I l(,r( i8n rn-
!'csl,rlenl nrav rrcll lrlrotrntl. lrut nruch
rlcpen<ls rrn lltc ()ul(t)r)l('ol thc r:ngo-
ing rcslnr( t!rring-!n(l tllc tcchn()(rrts
lrclrrnti it. ft,
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Cains Momentum
To realize

China's
natural gas

potential,
Beijing shoulcl

remoue key

barriers to

foreign
inuestment

/4li1,t l/'t!. t is t t'r'suucll
\t i(rtlitl in ll)e .*ltttid'tl

I kr',rtlirt l .\l (lics l'lil
(,.1l.\t t tl l\tLilic .\i)rthu\'st

-\' li()ttdI L.tb()fttk)t t'
I l',\,\'1. ) spccitlizi,t,4 i,t

0(,IL't'Rl lItItI etIt ir(,I \',IktI
t t t td l.t'sis t )/ (.1)i nd. V'illid Dt

(,htItdlo, a sc'nk), sl4ll
sciL'itlisl al P,\:\1. dtkl
tlirL,clot.rl .4l!t . bcts

ntrketl rtl etergl attl
ott irt,,tttlt\tIttI i st I i,s Ji )t'

Dt(rc Il.).ttt 2i t\'.tts

rrp llrc rL:vcklrrnenl of r'lrtrrr:rl ges wor"rlcl
go a kug *a1'toward spurring natr.rral gas
(()nsur)pti()n in China. A nunllxr ()f inr-

I)c(linl(.nt\ in (lhinx s natur:rl ga' scc'tor
hrvc sL^r'ctl ti)reign p:lrti(iplli()n. Rcprc
\(nliti!cs lr()nl I)OFl. tlle Nxturrl Re-
r()ur(cs l)clcnse Corrncil. enrl li)ur nrulli-
nali()nlrl nlrlrrral gas c(r]rpanics *itlt clccp
(()ll)rrit0)(,nts in Chint. prrti(il)ated in r
rvorkslrol'r ltostccl l>y Pacifir' Nortlrw,cst N;r-
ti()Ital l.rrllrrlrlory ( I')NNl, ) in \{rrshingl()n,
l)(1, in nri(l'1997. Vith thc gr;rl of iclcntify'
iD!i l)rlrrirrs to [oreign iitvcstmrnt. the
t orkslrop rccommcnrlccl thlt tllc I)RC
r,li\( rlllllr.il g.rs prircs ( lr 's( r lr ! int( rn.l-
ti(r1lrl Inlrrkct prices: penDit lirreign ar'ccss
to Prinrc trplrrration plotsr ancl improye
lrirlsl)xr(.n('\' in the indrrstn. anr()ng other

)Casures.

r>f rising petr()lcunr imp()fis. extensive cn\,ir()nnrental damage carrsed
bl co:rl cor.nbtrstir>n,:rncl irlpr<>r'ecl natural gas-l;ased porlcr-gcncrltion
technologies all stancl to cxpand the role of natural gas in Chrna's en-
crgy stnlctr.rle.

TIIE (HI A BUSTf,ESS REVIEW lilt lr!|\t lt)t)\

Nlturill !{rs cLrrrcntll' :rccor.rnts li;r less
then 2 pcrcenl of tlrc t'l.lC s primxrv encrg\,
('()r'lsrrrirpli()n. l:ul gor't'rnrncnt 1.)llnners
l)r()ic(t (l(nlr(,stic Pr<rclrrr'lion ol natrrral gas
l(r triplc l)\'20IO. risiirg Ir(nn the cLrrrent
lc.rcl o[ nruglrlr' .1] billion cuhic nlctcrs (cu
rn) l() 60 hilli(m atr rrt l)cr- \'r:rr (sca'[xhlc).
(;llini s Ninlh I:ivr-\'c:lr I'l:ln 19th F'\'l'.
199()-2(X)0) culls lirr nulu|rl gas prrrluctiorr
l() rise t() -25 hillion trr nr rtnrl lir'70 pcr
ccnl oi' urblr't ltor.rscltolcls to t rsc g:ts lircl
l)v 20(x). Uy 2015. inlernirti(m:ll lirrecastcrs
c\l)c(t PIIC lLnnr[Ll otrlPtrt of'nettrrll ges to
rcu(.lr upproxin tclv llJ billion cu or. An(l
llrc l S I)epanrn(,nt ()l l:ncrg\ (l)()E) esti
nlal(r' tl)lrt natrrrrl g:rs u'ill lrr'totrnt tirr.r
l)cr(ent ()l (:hinx s t()lxl l)rinrxn cnergl usc
lrt' tlrcn. Greater rrrt o[ (]lrinlr's slores ol'
colll>crl nrethanc ((llllU), gas (xrrrctc(l
lirrr:r r.oel clep()sits, inlp()nccl litllrcfied nat
urill gils (L\(;). rrntl ges transportecl
throrrglr intcrnutionxl pipelines. tor.rlcl eas
ilt ckrLrhlc or triplc tlrcse pr()iccli()ns.

(l()nsLrorpli( )n nrt(s, nrclnwhilc. hxye
rrrcn stc:trlrlr' \in((' Il)( l')-tt\. rtntl P(rtrist'
t(, r((clcrate. IJLII l (\x)r(linxtc(l alli)n l)c
t\\ccn Ilciiing :rrrrl firrcign firms to speed

.lcflrc.y l.rryurr tuttl l\"iIIiunt L'huwl\er

horrglr crxrl still x('counts lirr ncurly three-(lLl:rrte rs ()l its t()txl
energv rrccrls. (lhina st:rncls orr tlte lrrink of clrantaticltllf in-
crelsir.rg its trsc of altelrratire cncrgv s()rrrces. irrcltrrling nat-
trral grrs. (-lrrrr.tic r:ncrgt, irrrlrlrlanccs ancl slronages. the cclst

MAKTN(; A cAsE
FoR NATTIRAL GAS

lntlcccl, c<x]ditions in CIlinr-p1rni( Lllxrly
its (listrihuli()n of energl rcsources-call
lirr rapicl nrovcs to cxpancl lhe rrsc of nat-
rrrrl gls. \!ost of thc crruntn s high-(lultlitv.
krr".sullirr (()ill is sitLrlrtcd in the nonh and
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nlLrst lx' lr:rrsl)(,ned l)\ r il ()r shil) l()
(rnlslt (,r\ in lhc cllsl Jnd s()utll c(,al
slriprDcnt\ (rrrrcnlly tilke Lrp nn)rri Ihxn
lurll ol (-lrinlr s rrrilr()il(l clpil(itf. ()\'(r
lortrlirt!i :tn :rlrr'r(l\' ()tlt(lttc(l Irilns-
ln)n:lti()rt inllxslfl,r(ttrre. Chinrl s :rl)trn
cllrnl h v<lropot'cr res()Llrccs rrrc
( ()n(r.ntrlrtc(l id lhc s()uth\cst. llls() [rlr
liorr r. rrst-rrxrsl a()nsumcrs. And Ni,l(l
Irnrl sollrr- lx)\\'( r' gcncrxti()n t:r(ililies
lll)i(irllY rnust l.)e krc:rtccl in sprr|sr.ly

;xlrtrllrttrl .rrt.r.. rtr.rkrng lrilrr\r)li\:.l{nl
l() ('(nlsulltcrs ( {)sllv.

I)(sl)it(' ltriiing s L'flons t().()rscr'\'c
cncrqt'. clla ntal ic ec()il()rlric gr()\\'tl)
:lll(l url( \'( rl r( \,!lIr('e rlisrrilrtrti,'tt
(rllr5(, I)()\\ (,r slrortages in nlirnv rc-
gi,'rrs ,,l tlr( rorrnln'. A (1,!rrlritr.rtir'n
,,1 n('\\ ('n(rgv srr1r1:lits cll'trierr,r rrtt-
l)f()\cnr(,n15. lrnrl clsing clcrDrrrrtl es lr

rcsrrlt ol luttorv ckrsings lravc hclPcrl
rt:(hr(c llr(' lr'c<ltrcn<y of porvcr shorl-
:rgt s. Nonclhelcss. c()nlinuc(l c(()-
norric gro$'tlt ol otcr 7 pcrccot wcll
int,, tll( n('\l tlrr:ttle rr','trlcl r',. tlr.ritc
strlrstlrntiul (l!rxnlitics ()l enrrg)'. IJci-
iirrg pl.rrr' t,' .rtltl nrorc llr.rn I(, !lr-
1.1:l\\.tll\ r'l- lrnnlr,rl (l(\lr'i( rl\' (.rl):l(rl\,
lllr()ugh.lol(J.

'llurrruh <oal rrn(l oil \\'ill c()ntirruc
t() sul)l)lv th( l)ulk ()[ Chin:r's cncrgl
nt,c,tls. n:rltrfirl gus is tar!a(led t() l)c-
r-ortrt a lrrrgcr s()urce ()l cncrg\'. cspc-
( rxll\ ln lll( urlrllrr r(.irlcnti.ll ,ln(l rn-
clrrstrilrl sectrrr errcl as a tircl sorrrc('
lirl vchicles. llxl)icl gro\\'ll) iir tllc
r'lul|tl)('r ()t r'chiclcs on China's roacls.
(()n)lrinr(l \\'ill) stagnating ()il pfocluc
ti()r. lirrccrl (lltinr l() l)econrc ir ncl ()il

inll)() cr in thc curl\ 1990s (.r('., p.J l).

ll:rsr.d on arlrlcnl gr()\\1ll rxlc:'. I)()ll
an:rlvsts Prttlict th:lt l)\'1000 tlr( l'lt(:
\\ill inrl)()r't ncxrl\' l ,rrill()n l.):rrrcls of
oil rlailr. Str<Jr rcliuncc rrn inrPoms h:rs

nrrrlc Plrrnners in Ueiiing r(('cpti\ c t()
ckrnrcsti| lircl alternrtiYes. pxrti(ulJrl\'
lirr tllc lrxnsp()rt sc(t()r. NJlurill g.ls-
rlr'irt.rr rr,lri.lt,. :rlrc.r,.ll ;rrl rr u\r' ln
(iL[rr')llzl](,u rtr'tcl Shenzltc'n. (itrang
(i, r)F l)r, rtrn,1 . I lr,.' r itv ,,l l lrtrk, ru irt
IlirinJn l)r()\'ince elso h:rs Plcclgccl t<r

ir\r'sl \'.31r rrilli,'n tsJ.(, ntilli(,n) I,,In-
:'tllll ;l niltrrr1ll grs fuelJrtrrning st'stqnr
in i {oo l)usci! xnd cllrs.

Itr(tn)i\irtg c\\ t((ltn(,1,'Ei( -. rt-
rlrrcling tltc proron t'xchengc rn<'nr'
l)rrrrc (l)l':\l) firel ccll. also nriglrt bc
:rl)l)r()priirlc li)r Chinll. I'Flll (clls .Jn
()l)crtlc ()n hrdrogcn, n:rtrrrill gx:\.
gusiliccl urrl, (llll\t. rncthrrn()1. Firs(,-
linr' .rn(l (,tlrcr rIrrlrol lr.tcls. \cictttists
irr ljrrr',,1:t, .lill)ur)..ln.l \o111 .4111, 1;,',
lr;rvt ntrclc significant pr().qress in lllis
t((hn()l()g) ()\'cr lhc pitst livc vrxrs.
\ilrirlcs c<lr.rippecl sith l'Ulll fuel tclls
:lr(' sl:rlc(l t() entcr in(luslrillize(l rrrxr-
kcts l)\'fi)O5. Chin:r. loo. has er-
Pr-ussccl an intcresl in tlris tcrhnt;ltlgr'.
:rnrl lres rvelconrecl a I nitccl \:rtions
I)c\ clr)l)nlc,tt Pr()grxrrr l)r()i((t lllxt
\\ill I)ul u srillll nunrl)cr ()l I)till ()pcr
lrtcrl lrtrsr's ()n lhc (r)LrnIr)"r\ slrccts

A n(rr gcncrxtion ol r'onrhincrl-t\-
alr !ails tLrrl)incs, whi(h usc nirtLraxl
gas lrntl stclrnr tLrrl)ines in (()nrl)inx-
ti()r'l l() ilnl)r()vc hlcl c\(ra(ti()n clli-
r'it,ncy, also oi'fers rrclvlntagcs thal
crral-rr.|li:rnt (lhin:l might l'in(l :rttrx(-
liv(. 'll)( c()st of cornbinecl-r'vt lc gls
trrrlrinr, tcchnologies i5 :ll)()ut l\\'()'

Thrtrgl.t c()dl dnd ()il

u'ill conti n u(, k) su14)1.\'

tl.rt' lttrIk (l'(.'l:titt(t s

e er&y needs, ttdltt rdl
gas is tarllcted lo ltcconte

d ldrger s()u rcc (l'e cr!<t'.

lhirds thxt of coel-basccl t((lrn()l()gic\
in tlercloped .()Lrntric:,. ,\ toul-lircd
lr,r$t,r ITI:rnt \\itlr .rrllirr (r,rrtr',1 (,(luil)
n)enl costs r()rrghly Sf5{} I)cr kil()$,rttt
(k\\ ) in Clrinrr. llrL'(,,\t ,)1 .ll] iIlr-
IronvLl r,,rrrlrincrl-r )r'lc Errs ltrrlrrnc r.
siruil.lr. hut rl'()Lll(l (lc(rclrsc ()n(c l)r'()-
duclion of the gas ltlrl)iil( ('lc,Dcrlts
slriftcd to CI)inx. ln aclclitirrn. r'orn-
lrinctl-tvclc glls tLrrl)inc svsten)s
Prescntl\' ()PL-rJlc irt ()\'('r 5o Pcaccnl
lhcrrurl cfficiencvi tlle ncxt l.l(nerrl-
tion of technokrgics u'ill r;rise thcrnral
(fliticllt! I() 60 prr(cnt. l\\ i(c tlrc
lclcl ()l (lhin:r's cr.rrrcnt vintlgc,ol pul-
verizcd c()el l)lxnts. (;xs-lir('(l l)lxnls.
,n()rr()\'cr. cun bc lrr.rilt in Icss llllln ll
v(.rr. lrirll llr( li,rr( 111llrir((l li)r il \iIlri
llrr cortl hrecl unit-xn irr)p()rtilnt (rln-
sirl( rilli,,n irr p, ',,,r'c1 lttrttgt't t)ltirtrr
Anrl su'itclring fronr r'oul- t() gus-gcn-
erille(! p()!\'er *r\rlcl l-rcc uJ) rlil cir-
pecin lirr thc trrnsp()nxti()n ol pcr4rlc-
runtl non crul lieight.

CHrNA's Nar(,R r. G.{.s PRoDtjcrr()N

Rrrrr(rt (rr v/Yr-AR

l.lLr

.llr

.. I rr u Lr[Lt Lt I I LI tl LILrLl tI
' l'r,,f\r,,ir Ir,ir r rrr I:r('r,,r\ ()rrnrrrtniirr.rn( l'i,atrlr' rr (.1 rr:r. \\,nlLl ll.rrrk l')'x,
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SPECIAL NEPONT

Irt udditiort to

,nc(,t i t Ul (.'b i ttct's

lxtu'cr a ttd i ttcl trstriol

c t rc r!<lt req u ire m e t t t.\.

ttttl t t rul gcts po.\rs?.\nc.s

tt rt tr tnbe r of'

ct I I'i r()t I nentol I

ctclt,tt t ttttlqcs oter

c r xr I - fi recl potrc r stet t iot t s

(i )r)rl)inc(l-.)'.lc yro*er plunts lirck'cl
\\'ith nxluml .qas rlso tcl't<l (o lrc rtror-t
(()r.iI-! llcctivc Ilrrrn nr.rclclrr prrucr
Plunts. llcijirrg Plarts to stcp rr1.) nrrcl,.'lrr

Porr r'r"s r,rrrtItl'trli,rn l(, rll( (1)ulltn:
orr,rull crrrrgt \trualrlrc (vr, 7lr(, a.7rl?

\l:rr(lr -\l)ril l99li. p..li). brrt suclr
pl:tr'tts lrr' rrr(n( (\J)cnsilc and rlilfitLrlt
l() flnlrnac tlr:rn thosc p<xvcrccl Irr, nut
or:rl i{lls. l)\\l- rsti )rrtes sugge\l tlrxl
lhr, conslnrclion costs oI grrs l-irccl

l)llrnls in thc rcgions u'hcre nrrr'lclrr

I)lirnts xr-c currcntl) hcing plrrnncrl
u,otr lx, I()\\,!r'. li)r exrrrlple. :r rrrnr'
hinecl r.yt[, pou,er plitnt firclecl rvith
l-N(; .()ul(l hcrtr u delivt'rctl prict' ol
ul) t() r()rrglll\ $1.50 per nrillkrr ltritisll
lllrrnul unils (lrtus) l)cti)rc nLrcl('Jr (n
crgr srrrrlcl l)c (rnlpctitilc l-N(; (ur-
rr.nllr'.()sts lcss thun S.t per rrrilli,rn
lltur' irr .Jll).ur, [)ul (;l)inr rrrrrlcl rrrost
lrkrlr .t.rrr, rlte:tPcr 6n.rl L\t' Prut'.
lhJn .l:rpJn. in prn bcc'ausc llr( lrrbrrl
tosts incttrrctl rlrrring tcrnrinal ron-
\lr'lr( lr,'n .rr( \rsnitr(.tnllr li,\\('r r,l
(lllir'r:r. NlLr(.h ol-tllc ('()st ()l-1,\(; slenr'
l'ronr tlrr.nct,rl to huikl tlocking:rnrl le
g.rsili('lli()n luc ilitics in port cilics.

lrr :l(l(lrlr(,rl t,, r)rculirlA (.lunll s

lx,rrct .rn,.l irtrlustrirrl cnrr'gv rr.rlrrirr'-
ntcnts. nalttr:tl glls p()ssesscs il nllll-
lrtr ol cn r'ir on rt'tentlll advlntrgcr' {N cr
r'o:rl-lirccl pr]\\'cr st.lti()ns. Rcgxr(ll('\\
ol tlrr conrlrrrrtion nlcll)()(1. nxlurrll
l.l.l\ r'rr)rt\ r'rrttr.rllv nr'.rrltirr or P.rnir
ulirl( s l-()\\ -\ullirr' (:hinrsc' (r)rrl ( L I

Jrr.,rr.'cnt strllirr). ()n thc ()thcr llun(1,
tolits xlx)ur l0 grilnls (g) ()l sLrllur
rlioxirlc unrl :llnr{}st 50 g of totul srrr'

Pcorlc<l P:rrticulutes (TSl')) l)cr kW
l)()ur ()l clc(tri(il! gencflted. ()n un
lrnntIrl llrsis. lln li(X) M\i'. stc,lrnr c1<lc
colrl pl:rnl trsing r.rnrrashecl coltl tlrr.rs

@ tx: carf,a Butrf,Es!t

s,oukl produce ()Lrglll\' ll{),{)()0 xl(l
r5.l)(X) t()ils of TSl, lnrl sr.rl[r.rr r.lioxirlc
c rrris'rorts. rc\pc(1ivcl\ l'lrc ..rrrtr' 'izt'
r'onr h incrl-r't'c le glrs trrrhinc yrllrnt
Notrlcl gencrltc alnr()st n()nc. l\ilr'()gcn
oric[ cnrissions in lr nlrlurll g:rs Pllrnt
also u'orrlcl <lcclinc b1 rorrglrll tlrrcc
(lLrxrtcrs (()rlrpxrerl to rr trral pllrnl,
li)nr 25.()00 tons to alrorrt 5.0(x) t()ns.
(:llll)()n (li()ri(le crrrissions frorD crrrr-
lrinccl-c)'<le g:rs tr.rrhincs arc lcss lhan
lrell tlret of coal-lirer! l)lx11ts. llJ.l)
Plltnt po\crcd lrr na(rttltl glrs rr'oulcl
rctlr.tt'c :rrtnrtll turlrott rlrosirlc crttis.
sions lrv ahoul 2.(r nrillion t<rns rrrrcl

n'lrslc lrc:rl b\'li percent. An(l nxtrrr:ll
gxs (()rltl)inc(l-cIclc Phnl svillcn)s Lr\c
rorrghlr'25 perccnt lcss \\'xlcr lllrn
coel blrsctl ones.

AssEsstNG
.I'H!] I)RAWBACKS

Il()()sting nxtLrrxl Hxs pr'orlrr< tion
:rnrl t'onsr.rnrption in (-lrinn is n()t

Pr'olrlt.rn-licc. h()q'e\-cr (;rcirt(,r' usc ()l'
rrxtrrrlrl !{:l:\ in Chinx trx(liri()nrllY lrlr
bccn hinrlererl hl lhc:rhsc.nr'c ol lr

str()t'rg sLtl)lx)ncr \\itl)it) tllc l,R(. lcutl-
r.rship. :rn untlevekrpcrl piltlinr. inl'rrr
rlru(ltrre. :lrld Iht l)ri()ril\ PI:rtctl or't

tr.ing n:tltrr.tl g:r. irt 'ttt.rllc,t' sr .rL l't.i
r.ltlrtrlrl .rrttl tlr(lu.tri.rl , l I ) I 

, I i ( , l I r , , r ) . ln-
slclrcl ol tlre lergcr-sculc l)()\\'cr l)r()
ic( ts.

(.r,Il\1,11( l ir)1.: I,rlt.lrtt.'.,,t llr( rrlrrgttr

trrclts r'rccc'ssary t()r glrs transl)()fl, t(x),
rt<prires lhc rcsoluti()n of r ntrnrlrtr' ol'
issLrcs. Ii)r iI.lstxn(e. (()nstrLr(ti()n ()l'

r.r'tn a rclatilclt sll()r'l pil)(lin('li)lu
:rlrr.ri.t sorrkl (,,.1 n('.rrl\ r- lrlli,'n
An(l th()ugll transp()rting l,i\(i l)\ s('ir

Illir! l\. n)('re Pr.r(li(ill llr.ln (i,n\lru(llr)il
l)il)('llll(.. rl rt,qUirr. , .rl)il.rl ir]r( n*r\ ('
litlr.rcluction lnd rc-gitsifl( rli( )n lr(ilili(s.
\vhi(l) rcquire missi\'!- ir)\'cstl]lcnt.

RF.s(,UncF.s ar tl()Mti
'lhe rerttotc localions of (lhin s nxl-

uml gas dcposits hirv( (\)otl)li.rt((l cl''
tir s to srrr.,'cy x('('LrrJtclv lll( 1lol()Lrnl
()l' nlrtLrrll gls rr,lrilelrlc l't1rnl l)()lll
I)r'()\'cn rcservcs ancl estintlttc cl rlc-
p(rsits. l,R(l rnd internlti()nxl 0l(,ilsrrrc'
nlcnl:, ()f Chinr's P[rrrrn nrrtrrtal uar
rcscrl'(s rlln!{c tionr l.l-5..1 trilli(nr (tr
or. \\illr 1.- trillion r'Lr nl llrr lllr)st l'rc-
(lucltl\'(itcd figuIc. Al (il)in:l \ (uflcnl
nxlrrrlrl grs c()nsu,llpti()n r;ltc ()t ll l)il-
liorr cu nr pcr r'clrr. lll(s(. rcscl'\'rs
rr,rrrlcl Ir,..rl)l( tr) r)r((t Il)( \'r)lrrrtn':
ncccls tirr rrrore th n 75 ycirrs.

Si( lruxn I)r()\,in(c :rlortc ltlrs :rr'
cotrr'rtctl ftrr- ()\'cr r0 I)cr(rr'lt ()f
(lhinl s nrrtural grs ()LrlpLrl. nr()sl ()l

rrltirlt ltas n()l l)e(n.r lrr Prrrr.hrrt ol oil
rr'hnrrrg. \,ttrtr'.tl t.r\ ,,lltJ)lrt rn \lr.l.lrl\r
:rrrcl ( ilrrr.rr l)rr,\'rn('(.\. :rncl llrr,\rnllsr.r
llr,ri ltrrcl \injir[rg l'!gLrr urttortontotts
rcgi()ns. ()n th( (,th('r lr.rntl. trPi<:rll1
is rr hr yrrodrrrt ()l oil r( liDinlt xnd
rrr.rkts rrP tlrr' lrtrlk ,,1 t.ltrtt,t s tc rtr:rrtr
ing onslr(rrc l)r()(l!r(li(n. ()utput I-r(nn

l)rr)\('rr rc\r'r1'('\ irl llr('\r' lrri,\irr(L'. i.
c\pcctcd () (lr'ir! rn()st ()l tlrc lutrrrc
,'rr.l r,'rt, tr,,r,. tlr. ( )l l\ll,,l(. l)r,,(lU('li,,n
iD rllr S()Lrth (ihirre Scu errrl l)()nglLri
r'cgi()rls ilc(()unls tirr nrosl ol tlrt r-r-
rnrin(lL-r ()t (:l)inr'\ ()url)ul. An(l ()ll-
\lt( )rc (.\pl()rilti()n cnclclrlors :rrc cx
pc<ted to hxrst orrtl'rul.

llcscnc Iclcls tottlcl rh:tngr'. ltrxr
( \ ( r \1,\l gtr rl, rgisls lrr'li(r t tlt.rt .rF-
,)lll( xrll n.lltrr.ll g.r. rlt'P,,.t1. 11'111.11n

un(lis(()rcrc(l in (lllinx. lir'lrr.rsr rrll
tlrrec tirssil tircls sllrlr,:r sirnil:rl lirr-
nr.lti()n pr()ccss, (lhinil':' Illrqs (()irl iLn(l
oil tcsr^es st.rggcst tlr(' l)r(srD('r ()['

.irril.rrlv l.rrg,. n:rnrrrl Birs (l( tnr\it{
Atlr':tnr c,l t's Pl,,r,r tr,,rt t( ( lrn('l(,J.lrc\
.rrr'lr :rs -l- .ln(l r-(li,n( rrsi, 'r)lll \(i\riri.'
inrltging. iln(l nes rlrillirrg l)r(xrsscs.
rtrukl uncot ct eclclilionul r'cscn'cs.

ALTERNATTvli sllPPt.tEs
(;hinxs nlrturxl g:rs rcscnc's r'lrn hc

srrpplr-mcitlcrl l)\ ( lli \1 e\lftr(li()o.
I\(; inlp('rri,. .rnrl rr.rtrrr.rl glrr rrrr.
p()rtc(l rhr()ugh PiP(lincs lrorD otlrcr'
(,'rrntricr. si,t(r lltL. (.rll) I'r,nr\. (:llinI
Ir.r: loukttl 1,, (.llll .r. :rn()tlr(r (n\i-
ronnrentalll fritnrllv soulr'c, ()l cnc,!v.
\\'ith xl)un(11trrl (xrl rk.Prrsits, ltl'rtl thc
*cll <lcrckrpecl lt.r.hnoLrgv trsccl ilt
)(llrrne rea()\'cr\'. tl)(, l)ll(l rc(\)\crs

r'()ughlv ioo rlrilli(m (u r)l ()l n)ctllirn(
l)cr vctr. 'lh( g()\ernnrcnl ltlrs tlllictl
lx)lcnlilrl rcscn-c\ irt ir nrirs\ivc li lril
lion ttt nr. -li'\x(r) lnc. signrtl lr S500

n)illi()n c()ntril.t \\itl) lll(, (llliru [-rritc(l
(loulbcrl l\lcthunc (l()rl). in .l:rnu:rrY
l99ll () rec(^er xn r(l(liti()nrl 5(x) nril-
lion cu nr of ntctltltnc p('r )(uI l-ftrr
cr:al encl ges lickls in Arrlrtri l'rovincc.
\\'hi( h xrc lh()ugllt t() ( ()rltrin rll()re
lllxn 60 l)illi()n r'rr rrr ol rnctlLrlrc rc-

\lcIh:lnc Ica()\'err' ol'li.rs scvt,reI
.r.lcletl lrcntht. ('ltttt.r. r.,,.rl rrtincs. irt

l()st etses. (\)nlltin nt()rr, llllln l5 (U
nt ()t' orclhilnc l)cr' l(nt ()l-coul. I nlcss
ll)e mcthanc i\ txl)l)c(l lirst. Il)csc
l{xss! n)incs ere rulncrable t{) csPkr-
sion;rncl pose risks lo s'trrkcr slrlclt'
lo(l pr()ductivit\'. lo il(l(lili()o. cnglll-
rr)J.l ,rl rr'(1,\i r\' .rrtirrtit's lrrror to rtlrrr-
ing tltc coltl crtlr l)r(.\'(.nl nl({llarlc.:r
I)rrlcnl qIr(ol)(,U\( l.t.r\. tr(rrrr (\(ill)irr).1
into thc atnrosyrhcrc. \'l(,ll):lnc h:r:i

REY I EW lult--t,/\u:t ltt),\



SPE(IAT REPORT

lltrrugh thc :lrFtrrrl(rlt\ clcltrlr' [:rrrrr
grcxtcr nltluaJl .q:l\ us(. ll nunll)cf ()l
l)ilrricrs I)rc\'( nt lirr-cigrt lirrtrs frotn cx
pancling thcir' :r('ti\,i(i(i in n.llurlll 8ls
,..r.P1,,t:llr, 'tl rrntl t l t, r c l r 

' l ' 
t t r ,. n t irr

(lhinx. lU()\'cs lhrl $1)ul(l Iucilitute fi)I-
ci!in in\'()lveo)('nt in(lu(lrl
! Raising gas prlces to lnterna-
tional market levels .\r (,r'.rgt prir u-
lirr netunrl glr\ in (.llinJ ('Llrlcntl\' !rc
iir()und Y;OO Y(r{)O I)cr I.OOO .u n)
(Sl.() SL9 pcr rilli()n Iltus). l:rr bclr\
rllc intrrnxli()nll l(r(l ()l Y-(rli-Y9lI
pcr 1.0(lo (u ,r (S-l 50-5-1 (x) per nlil
li()n []tLrs). ()o xr) (,n(,rgI I)ilsis-rhe
rrsairlc cncrgy 1tr volttnrc ()r lll:lss-
nirlLrlill glrs is rrlso Pricecl Iar hr'krn'
crrr<lc oil. lirr ultitlr l)ll(- l)rites cur-
rcntl\- ilrc xl)(,Ul Sl8 l)cr l)lrrcl. ()r
S.3.1{) pcr rrrillion llttrs. l l)( in:rl)ilit\. t()
<ovc'r pr<rrlrrctior'r (()sts lrt sLl(h l()\\'
priaes dis(r)lrr.lg(\ li)rcigrl c\pl()rxti()n
lirr natural g.rs (lcl)()\iti in (lhinr.
I Expandlng the usc of gas to in-
dustrial and power sectors Aln()st
-r, 

PL r\'(nl ()l n:llUr.rl !:.r\ (r,rl\rrrrrPlii,n
i Chillr gr)('s t() l)r(xlu(c li'rlilizer. I()
[tisc Irt,rlttrlt,,tt .rt,,il lit'lLI. lrt iniur
ilrg !i.ls iilt() oil Nclls. unrl t() ltcrt oil
in vxri()Lrs (()rl\'ctsi()rl pnlccsscs Onlt'
rr slrrell l(rcti()|r ()l'nilt!lr.rl g]s is c()n-
sirmcc! in in(lurrirll rrl)l)li(xti()ns su.h
lrs lrurncrs. lrrrn:rr'c.. lrnrl porr er
I)l.lnts. Il llcijil'll.l t'llutnclccl rl()re nll-
ur:ll q:rs int(r tl)r:,c rl(tivilics. ['S gas
r'orrtp.rtritr rr(lrrIl lrkcl\, r,'rtrit['r r.rrs

rr)lt tlrcir rnv(\lrll(rll l(\( 1. in (.lliIlil
The highcst vulLtc-urlclcd usc for gas

r. rn rrl)l.r(ing (,,.r1 rrlr(rt.P,rllrrtion r.
0)( )sl (llorxl{in}l-in stovt's. Iroilcrs.
lln(i firrna(cs in rcsirlcncts rnc! srnall
luctorits. llcijirrg lrrs tlrkcn ir Rrsl st('l)
l()\\.rld sul)stituling nutrrrul g:ts hrr
srrclr purpos,..s ll'. lirr cr:rrnplc. cn-
(1)uragirlg ltorrtcr to r'cplltr'c coel s'itlt
nxtuml g:ls lirr rrxrking xn(l llexting A
rr.rlrrlirl glrr l]!l)('lirr(' lr,rrrr \lr.r.rn\i 1,,

licijiog ()l)e'n('(l last lirll to clclivcl gus

t() ()\'cr.Jo0,o00 tr5crs. ilnd rD()thcr
1-ripeline clclivers grs l() r(si(lcnts (r'
\i :ln SI)rrn\i l)r)\'inc(.
I Grantiflg accesli to prime explo-
ration areas \1.r,1\ l0r( rBn ('(,rr)l\:lni('\
hlve stxtc(l tllilt l'l{(: (}[fi(ixls lcnd l()
ol-flr thrm r\pl()rlti(nr riglrts lirr lcss
ltttrl(ti\-c :,itts, Ilot(()r(r, ('()ntatcts
(rrrrcntlv tcn(l to lrc ervlrrclecl throrrglr
sealecl bicls. (l:rs ('()ntl)ilrt) rcJ)resentx-
tivcs \\1)lrl(l likc li< ijing l() irll()\\' intcr-
nlrti()nill cr)rlrl)ilrti('s t() \'ic f()r a()n-
tr:l('ts lltr()uglr 1r nt()rc lrrtr'lspllrent.
( ( )n)petiti\.c l.)itlcling Prr rcss.

lleiiittg sillncd o

ntetnorl nd u nt ()f

t t t tdcrstcttd i t ry u, i I 11

Rrrssitr irt krte 1997 to

ltrtild a $12 billtuttt

piPelirc.f,'onr Silrcriu to

(,'lt i t ttt's Pcrcific coust.

I Impf oving tfansparency (lur-
rcnll\', r)() singlc cntit\. in (llrinil r(ltr-
lJt(s ln(l (still)lishcs p()li(\' li)r :rll n:rl-
rlrrr l r.a:rs-r(' lirt('(l JCt ivitic-s .\,ncricll n

lrrrsincsscs lrc(lr.rrntl! citc prxrr lt'gltl
.rntl rcgrrllrton lrllnsPlrrenc\'as trnc ol'
llr(, nl,r\t (lrlli(ull .r-l)r(l\ ()l (l,,r1ll
lrrrsinr'ss in (.llinll C(mrn)()n l)r()l)l('Dls
inr lu(l(' nrg()lill(ing c()nlrlr(t t(rltt\,
prices. :rncl rrl)ilrrrti()n pror't'rlttr'cr,
lnrl tlr-tt nnioing $hi(lt g()\,('l'l]rtl(nl
inslituti()n has final lpprol'rl ltttlror'-
i1!. (ihinrr's gas inclr.rstry is :rlnrost cx-
tlrrsivt'lt- grrrcrnrltcnt-r(rn. \\'ith tlr('
(\('cl)li(,11 ol l l)ltncltul ()l i()itrl \cn'
tur('\. lnlintn.lli()n .ll)()l.rI ()II\II()r( ()iI
:ln(l ll.rlurlll g:rs {)Pcrxti()ns gr.'n(.r:tllv
is nrorc atressiblc tllan ()n:hr)rc llr()-
;t','tr. .r.,,,rrst.rl :rn(l ()l'l'51(,I(',rrll.lrlr/.r-
ti()ns ltil\( hrt<l nrorc c\pcrirn(( (lc:ll
irrg rrrtlr lirrcigrtcr\. \l.ln\' (1,rrrP.lrrr'\
rcJ)()rl llrirl inl()rnrrtil)n is l)3r(lLa 1()

olrtain i.rnltc r- inLrocl.
! Improving data accesslblllty
(i)rnl)rr)i$ luruiliar \ith liclcl olrtr.r
ti,,r. ir tl)( l'li(.lr.r\r n,,t((l llr.rl l.l.rn-
ing:rrir'.r t,r rlrtrr.tl Fc (Lrt.r ('lj(r) i\
('illlcr irnp():\il)lc ()a rrqtlirr's nir\ il.lirt-
lrlll,lr'.rr-irrtl)('rr( lr.rlrk lrrr|r'.rtrr r.r. rr'.
I):rtlr liortt stisnric lu'ttl st'll Lrgs lrntl
\\'cll kst:ln(i Prrtlrrrtion rcports olit'n
ltr'c ntlurtgc<l lrt' rt ntrnrltcr ()l'il()\'('r-,r
llr(trt ag('n(-rcs llr.Lt d() n()t r()ulio( l)
('()llllll!lrliLlrlc $'ith onc xr)()lllrr illr(l
r'en Irt. posscssi,"'r. ()f tl)eir (liltu. A acn-
lrillirc(l (Lltr rcl)()sil()n'. lt slltorl:trrl in
r))()51 (()tlrllries. <ould sol!c s,,rttt t,l'
thesc Problc nrs.
I Removlng subsidies for fertilizcr
producers |-cdilizcr nlxnulir(lLfcrs ()l''

t(r1 rc((i\'(' srrhsirlics ir't tlrc lirrrrt ol ur-
tifi<iallr kr$ l)ri(es ti)r ndtur:rl grs. ()nt,
()l tl)riI prir1r:rn il']PLrts. Ol (ll)inrl s ()15

r'ritrogcn [lrtilizcr rnanut:rctrrrirtg l:rrili
lics, 8Jl ilrc rcluti\,clV srDrll-saill( ol)cr-
ati()ns. ll()uglrl\'9.1 percrnt ol ull lt'r'til-
izt,r- llrrtorit.s :rr'r'otrnlcrl li)r 5o I)crr(rll

FoREr<;N
I:IVEST}IENT o85tA( I tS

THE Clll A aUSItIESS REVIEW /,rj !r,:,,. //'\ tr

l)cll).ll)s lO tirD(s nl()t! l)cilt-trilpl)ir'rg

l)()lc lilrl tlllln carl.)()n clioxide on lt

nr,rlttulltr bltsis.
.\Lrng $ith Clll\1 c\Irx(ti()n, l.\(i

irrtl),,r1\ (',,trl(l Itc.r,tttt' .t,rrr,trlt\trll.l
sorrrct' rrl' n:ltLrr:tl glls li)a (:hir]ll. lillr'rs-

l)()r'ling nrlrrrxl gas in litlr.ricl lirrnr-
(.hillc.cl tr: -16+ clegrecs (lclsius. l)r'cs-
srrrizc(1. xn(l lrxclccl or'tlo x 1l)cfilr:ll
!l:rsk slrrP r' r'lt,..tPcr tlr.tn :r.'rtrlrng it

tlrr()uglr :r l)il)rline. -lxl):rn urtrrttntr lirt'
(r5 P!r.(jnl ol thc gkrlrrrl l-\(; lnl(lc.
Jn(l Lrscs L\(; t() gencr:rt( r)l()r(' tl):l11

.li l)( r( ( nt ,rl' tt\ r,\\'n clc\ lri(it\
(lhinlr. ()n tllr ()Ihcr lllrn(1. ctrrrcntlv
(l()cs n(x ifirp()rt LN(1. (lcspil(' pr)tcn
tixl (l(n)x,r(l in its rclxtivcl! l)r()sl)cr-
otr. r'olrsttrl r(Hr,,oL. Silrriltc(l l:lr li(,rrl
tlr(. a()unlry"s c(ul rn(l h)_(la()lx)\\'( r r('-
.r,ur('(j.. \')utltt-:tstrrn Lllin.l i\ l).rrli(lr-
lulll'rrtll-suitc<l fol l-\(i io)l)()rts t()
Itrtl 1xr\t1 PI.rntr. ln \('ulllL'rr1 (:lrilr:1.

lh(, r'():,r ()l- clrclricil\ lrortt LN(i-firccl

;xlver pl:rnls is roughlr <ltrlrl to tlt:rt
(,1 (,'Jl.lir((l Po$rr tritlt clt,.trllrtriz.t-
li()n c(luil)nlcnl. In r c (' ( ) lI 11 i t i ( ) rt ()['

I-N(i s p()lcnrixl. (lhinl's 9rh l:\'l' (lllls
li)[ lllc (()nslrLrction ()l lhr(jc LN(; tcr
rrrinlrls in s()Llthern (lhi,r1l lllrl rrac t()
l)cgin ()l)cftlting l)et\\'ccn 2001 {)5.

I)(,sl)ilc thcir higher costs. nrttu(tl
gas Pi;tlir1cs hlt|r-' reccivecl Brclt(r lll-
t(,rli()r l'r()nr tlciiirlg in fucent vcrrs.
\(itl) pr()\'cn rcs(n es ()l r^cr i(r tril-
lion r'rr rrr. llrt' nciglrlr'rrng r'rrrrrrtrits
rr[ th(. lirrnrcr S()\'iel t ni()n :tre krgi<ll
srrpplicrs. llussie s Irkutsk Ilasirr gx\
ficlcls. ncer I-rkc Uxikll itr sil)('r'iil. Iie
s()nr(.J,000 kikrrrreters (krD) li()r) Ilci-
iing. lr) lir(t. lleiiing signc(l l nlcnr()-
r'.rrrrlrrrrr,,1' troc[rslrrn,ling \\illr I{rr.si.l
iD lllc 199: to btrilrl rL Sll Irillion
Pipclint' lronr Sil)erir t{} (:llinx s l)J'
c'ifir' trxrst. .llrplrn rntl Sorrllt Kortu rc
P(,rtt rllf ll()l)e I() c(,()Pcr:llc \\'illl
(:llinx :r)(l IlLr\six ()n clitrrr(ling lllis
1'ripclinc to IIlrir c()untflcs Il ('()n)'
plct((1. tllc PiPclinc is (xl)c(tc(l t()
tlilnsl)()11, ()ver x -10 )'eir lxril)(1, I0
llillion (tr r11 ()[ t]allLrril gas t() (:lrinl
ancl anotlrcr l0 l)illi()n (u nr l().1:rl)xn
iro(l S( )uth K()rea.

I)is(Ll5sj()ns rls() ilrr Lrn(lcr \\'llI t()
l)uil(l ir ().o(x) k,n n turill gus I)il)clin.
i()ining Kilrllkl)stxn \\'ith (lhin.r's (':lsl-
crn (()Jst. A 1996 \\i)rl(l llrnk stu(lv
rrn rr:rltrrel gls trrdc estinl.llc(l tl)xt
Irrcl coLrlrl l)c lr.rnsp()11c(l (),0(11) krr)
l'r() r (l(nl(ll Asiir t() Chinil xt thc rxtc
()l 2u lrillirrn cLr nr pcr Icar. lirr sJ

Ircr nrilliorr lltLrs. O\cr .l (listlln(c ()l'
l.()o0 knl, tlrc clclivcre(l plicc ol nut-
r.rral g;rs $rrultl rise k) SJ.89 l)(r'r)ril-
li( )n lltus.



SPECIAL BEPORI

I)Ulr' Xr' Irl:lnts tr:\irlg rll()re lr(lvrlna((l
tc( hn()l()gi(,s. llr rt'nr()r ing l)r-()du(_ur
pricc subsiclics, ltcijing urrLrltl Iirrcc tlrc

Hrcn Hopns FoR NATURAL GAs rN CHrNA

I Jr)L1tl ai)tp . (!u inlo,ktli()nUl ot
, r\t- t,"il\,/1\- li,fitdt\l il (-ttIiI;'t ttttt
ii ls()(t. hrlur l).ts iiiti(tlit!t a tl t,!r-
tt.ttk),tt i -jl crtttrlut,.t ttIutttrtl lltc
rn'rltl ll'r' Lttutl\tttr' :l','t trtlt'.,': itt
'' ttttt t-k!t-tt t,t'lvntrc<, t,tt!r(l ltt)it,LIs
u ilh tut !Dt!)b(ltii tttt tt(ttltr(ll ltts.
lrnnt,q ttltnL'll).t, u qltrlo rt' l t1

t)/ l)(tt'li(il)4fitti il St,Ilhutsl .lsi/t.
I ttrttl lttts .,u,q.tkcd itt t)il. ndtut'.tl
gtts. rttttl galho'ntdl l.ltrt'Rt' pn'(lla-
lit)n itt lu.k)ttc'siu. tltr I'ltilil\)i,??i.
tttttI l lldiIdDd. Si,t:,ti/iLdttI t\l)It'
,ttlfunt tttaL.'ss(\ tt,ttl tlu th4ttttt'ttl itt
t't'!lnl.,lls u ill srt,n ull rtcttttrul .qts
l)n,tlt!.li()i i Il4i,qld(l(\lr. .llto,l-
ttklr- (lJld l i(lr.ltl.

Ltt\ttl l\tr lliLtt rlt trLlttt'lttrltr.t
l)tutt ii t11( (,11intt ttttkrt litr 19
l?r/r{. (.7rfl.\ Ci'sI(IIt)!. t'.\('(ttIitI t iLt'

IDL'titlttl Iit ttnocol l.:4sl (.:hi d SL'1.

I td. (rtd ,ittt /|!tr ()l l oc(tl s udt l.l'

t'1x,t tal .1/11tttpltai r llirc. tt'rt',/ t lt l n,l\.
r/ i/, (.llll l;dil()r Kitttt',l .\t /i (,J/(,r
rrlxtrt I rt,Lal s Lltitkt (t{lit ilit,s

CBBI \\ lrUn rlitl I nrr:rl lir.t (r)t.r llr!
t llrr.r rrt.rrk,'t' \\ lr.rt .rr', tlrr ,i, rl).rr\ \
nr.llll .l(tr\itir\ in llt( l'll( ,

COSrELLOGT trnrxrtl tirst risit(tl (lltiru
in l9r() iln(l lutr:r Purtitipatr'<l in tlrc
rllilling rll en oll.slrrlrc crpirrrtlrorr rrcll
rn tltc lr(:lrl Rircr rlcltlr ilr('ir In tllr
l()-(l\ rtnLl l9lJ0s. x\ .rn int(grxlr.(l ()il

.rrttl tlrs r'.rnpanr'. ['n,x'.tl rTrrs 11.,, rn-
rolrtrl rn:r n!rrDl)cr ol tLlrrrstr'curn
lnl\rnc\s oppr)rlunilics. in(ltr(lil'tS lllr
litt nsii{ ol its -l nicrrl( ker" r(lining
t((hn{)l()!l\ l() SI\()l'l:(. l(;ltinr \:r
Ii()nirl l'(1r)('hcn)i('xl (irrp.l. llris t(r,'h-

,x,l()g)', irnp(ntilnl to lh('(ihin('s( relln
ing inclustn', in([(ilr'c:' thc l)r'()(luali(m
ol rriLltllc rlistilletcs ttsing lrr':trr ckr'
r)t( \lr( (nr(l( ( )il.

l'nrr'lrlr lrrers ol lixrrs.rrr. oil .rrrtl
grr\ r(\()Lrr'(rj crl)l()rJli(nr .tnrl r.Lrckp'
nr('olr li(lui(l lrncl glrs lirtrl J!)\\(', l.lcn-
(.rirttnr l)Lrnt\: liqtrcficrl ll.rr,rlcrrnr gar
II.l,(il r(rllrinrls: lircl in)lnn1 l(,rnlinrlsi
lL,nilizcr plxnl:,1 :llDn1()ni:l :rn(l ur(r inl

lnnl Iil.ilili(si :rrrrl lir,.'l srrDplr lrncl rirk
rrrll)rtl.l!rrr('nt servi(cs. ()l' l()l) l)ri()rlt\
()\1r lh( llrsl fjrc telrrs h:r. llten the

l)r(),rr()li()n oi' (l()rtt(sli( nirlrllilI gxs

pr)ic('ts in tltr.v Iixrrs rrrr:as: Shunshrri
ancl tltc lTror inrt': (,1 Zlrciix!rg irl(l
liilnr:sr.r: si( Iruiln l'r{r\ in(c: .rnd
(;urnlrxi l'r()\'in((

lt) ltrqtr. I nr,(:tl (, t(,rcrl t tr,.t i(,t l
vrnlurc. Zh.rngji.rl.linr ()ricntrl t nl)-
.rl l:n(i.Ll\ (i)llllxnr l-l(1. (Z()t li(ll.
\\'illl ()ri(.nlx l l)(lrr,lcLllr (\'lnglTc)
Ltd. (J \Ul)si(liirr\' ()l (llliDr Intcrnr-
ti()nal 'lrusl :ln(l ln\(,strtlcnl C()rP.)
lncl thc Zhlngji:rgrrng l:r'cc 'llarlc
Zonc I'lc onontit l)('!(1,)lllrt('nl (.(r
Tlre jrrint \(,nlur( i\ (urr(-nll\' (1)n-
\trucling. irn(l s ill opctrtr. I relrigrr-
ltr(l l-1,(; Icfirinlrl sitlr en lrnnull tu'
picil\' ()l il)0,o(lo nrrtric t{)ns. l5()
kilornctrrs \\(st r)l sllxn!hli ()n thc
):rngtzc Ili\(r' 'llrt l()t li(l tenninxl
ir, c\l)c(t((l lo (\)t]lr](n(c ()pc'rirti()n

in l t( lL)98.

COsTELLOE! I lDr vcrf cncotrlrLgr'tl
Jl\\lt tlr( l) )sl)('(t\ lirr' intr'(ltsrrl g;ts

Lr't 'llti. r..r rllltrrJl l)r,gr'c\\i. )r) \rrrli.
l.lr lo lhrI rrlr(h bcgun in tl]c I nir((l
\l:tl(\ In(l larrr()l)c in lhe l9()l)\ \\h(rl
tlrss(j .(lnlrrni$ ntrntcl :rrr':rv liorn .t

l)rirll.rn rr'liJn((' oD toltl-l):trcrl encrtlr
ls u;rs tlrt crsc uitlt tltcsc gorcnt'
rnctrls. ll)( (:lrin(s(. {()\'ernnr(nt r('(1rg-

nitr's lll( t(()n(nltic, rrrrttrttcrr. iltl, rrrttl
cl]\'ir()nnlcntxl pr()tcati(rn Itcnc'lils rrl
n:rtrrrul grrs l (l is l)eginnin{ l() ll)ilk(
thc rllrngcs ncc(sr,:rn l() tlcrtlrgr tltt
rrr.lrkel Ii)r ges in ktv ttrhu .trt:|\.
\alrrr:rl g:rs rnl'rilslr'u(tlrrr' Ul\'(ilrtrcrll
srll lrt rr rlrtlknHc. L.rrgc.utrs rrrll lr,.'

rerlLtirt tl \lujor rtrltrgir rlt r isiunr
nlu\l l)( rnrr(lr .rl)()Llt (()I]lorittirrg nlilr'
krt slr.rrt. t{) n.rlur:rl gils. lrrrtl rcsr,trrt't't
l,r lr.ln\n.rtr,)rr.ll .lrr(l (lorrt(\ll(
pipclint.s. 1.1lrs (listil)uti(m srstcnrs. .rn(l
tll(. likc. ln rcl(liti(m. llrc rlcr-eLprntnt
,rl tLrrtrr'.trr' r(,\,rrrr((,. \\ill l)( .r tlr.li,,r
c lrullrngt r,.rltiring tcrhn()l()gic:rl rn'
n( 

^'.rtion 
ln(l strhstuntirl c:rlrilul

'I Itesr' urt .tll r h:tlkngcr thltt c:tn lt
or(1 I llclic\c ['nrrel encl rrtltcr lir-
rrgn (()lr)l):rni(s \\'ill hx\( nl.ln\ rn\(\l-
Drcnl ()l)l)(,rlunitics in thc tlqrclolr
,rr( rrl ,rl u.r\ t'c'rrrtttcc'r .tntl rlilrk(t\ lr)

t I I r r r r . r . : r r r r I rrt l,r'k li,nr.rrrl t,, Ir.rrtr. r-

I).rling in Ilr( ,krt'I,rIrttttttt ,,1 (:lrin.r.
rt:rtrrlirl gls scr'lor.

tr

(,1'{)url)ur in 1995. 'llrr.sr, .lnrrll pl:utts
rrst .rtrtcluled tcchrrologr lllxt (()rlstrllc\
.rlr,'rrt tsitt llrr, lt\,l ,,1 rr.rtrrr.rl g:r. irt.

otrtr.l.rtr.rl lcrtilizcr nlJnLrflr('trrr(,r\ l()
rrr,,r[rrrrzr tlrtir llrrilrtit*. .rrrrl llrLr. rrtr-

l)r()\c un('qlv eiheitncr.

CEf,: \\llrt r[( \(n)]( (rl tltc r.lilllcngrs
to ii)r('ign l)xrti( il)Jli(,!r in (;llinx \ {)il
lln(l !{il\ \(( t()r'-l

COSfELLOET ltillions (,t rl(,llars urc
nccdcd to rLrr.l,,P (.ltinr s rcnr:rinilw
oil lnd grr rrs()rr1r\. rtnrl thcrc rrc lt

nu,nl)rr ()l' lxrlir'r' issrrr,s lhJl irllcct th('
J!)ilit\ ()l tllc I)fi\ ltc 5c( t()r I() (\)n-
tril)ut(. t() lhlrl in\,cslnr(nl. \ c .rt lln()-
r:rl rrrt lr,,lrr.lrrl llrirt Ilr(' ()il .llr(l t'x.
Iirnrttt. .rntt,,trrrr'rrl l)\ l)r( \l(l(nl\ (:lirl.
ton rr)(l .lixng l:rst lull. sill bc tlrr: ve
hir.lc lirr rrngoing tli:cur:ions to rc-
solve thc.r'irsttcs.:tnrl rre look
li:nrarl t. pJrll( il)Jli!11{ i,1 ll)r irritial
f()rurl rn(uling\ in llciiing hl(r {hi5
\ t:rr (.t,(, P Jt))

I n()(irl is l)rinrlfill inlrr(slcd in (,ll-
slrorc nlrtrrrrrl gir' pr'()(lu(ti()n. Issucs
()l sPc(iJl inlrr(sl lr) us in(l\rdc lh()s(
surrounding rlre r.lclc.loping gls nr;u'-

kcts in kr:r' Lrrlrrr't rttrrts such ls
grcutcr Shangh.ri. ll('iiinl{. xn(l (luir,1S

<Irng I)rrrirrrr: .\notltr.'r issttc s'c st'c
.rr irlpofllrnl lor (.lrrrr.r. ( r1(',g\ (l(\r-
rirrnntlker. is (l('lcrn)rning thc tnir o[
gus strpplics: on:hott. ol-lshorr-
coallrctl rnrlltrn(, xn(i inrlx)rl:' slrch xs

Itrlutlir.rl n.rtrrr,rl g.rr' (;.t\ I)rt)i(\'l irt-
lcslrr)cnts lcrlrrirc hillions ol ckrlllrrs
Lrlt lr-(,rtt. s() a()nrnilnies lLtre to tlctcr-
rrrin(' \\lr('llr( f rlr( 11' r. .r 6nrr ('(,rrrrrril-

rDcnt t() (l(\'cl()pilrll J (l()!Jlcstic g:rs

ntrLrkct lurgc cnouglt lo sLrl)p()n tllr5c
in\ ( slnlcntr,.

Ilr.r\( .rn (,lnirlristi( ('rnl(x)k (;ir\ i\
J (l(!n ln(l e icicnt energl rcrourtc
.rnrl ltr. 1,c.,'rtte tlrs luel o[ ('lloi(rj li,r
clcctrrtitr gcncruti()n in :\siir'r flst-
8r()\\'ing Llrl)xn lrrexs. a)prning up
(.hinu s olllsltrrrc gas :rrcur. cspcr'iullt'
irr tlrt' Iiirst (illiDil Sc:r. rrrlrltl rrr.rkt the
pli(t ol tkrrresrir.' giLs lirlly <rrurlrctitivr'
\itll inlp(nlc(l l.NG:rn(l l)ip(linc llxs
tronr othcr c(r(,nlries. 'lhis $()trl(l Jl\()
cIc:rt( i()l)s. l)ring sul)\t:rntirrl li)rcigrl
(!l)ilirl inl() plx\', rnd sil\'(' billionr {)f
tirrcign er<hrngc r.loll:rs thlt uoulcl
()tller$ ir( I)xI li)r irrrp()ncd gls.

C8i: \\'hrl ,s \r)ur outl(x)k (nr lllc p()
lcnliitl li)r in(rcase(l usc o[ nattttrl gits
in (lllin.r'1

THE (Hl A BUSIIIESS REVIEW /,/,'r lr/ ,.r/'r'r\



Anotlrcr pr<rblcnr resrrlting liorn fcr
tilizcr sul)si(lics. cspccialll' nilr()!lcn-
blscrl h:rtilizcr. ir' ()\'cntse. 'l-llc Ilin-
r'tn' r,l'..\gr!(ullrrr( lt.r. tirrtttrrllttc'tl. itt
.rrr ()rrl.rnr t' \\ rlll .rgr()n, !rl)i\' r((ltlrI( -

n)cnls, ill1 ()l)troLll nLrtricnt rxti() ()f
t.(X) o. r2. 0.r0 for nilrogen. ph()sph(F
rus'l)()tussiU r li'rtilizer pr()(lu(li()n.
l\r1 tlr( irclull fi'rrilizcr application Ilr-
ti() in l()91 \\'rs l (X),/0.27,/0.08. l\41lDy
(llrnr'.t l.rrrrrcrs. rrolrrr:tre,,l' llrt' trrrr-

ir rll lrn(l r:tl ri' tt'rlttirr'rttt'ttts,'l lt nilrzr'r
lrpl)li(llti(r]s. ilpplv cxcessi\-c rnn)trnls
ol thc nitrogcn li nilizer.
I Raislng the permlssitrle equity
returns fo. power proiects Ilr(r( r.
crrrrcnllv lr har'klog of po$cr pl:tnt
projctts tlnt rrrrrkl rrsc nxtural gils;ls
ll p()\\'('r s()trr(c .l\\'titinS stlttc c()unail
:rPPlovul. llrough li;reign nrttural gls
t orttP.rttir'. rr,,trl,.l lik( l, r Pitni('rl)itt(' Io
s(r(h pr()j((ts, thcy are cliscor-rragccl by
th(, g()\'ernrncnl's tcndency tr) linrit
(hc r(]turil rxr c<ltrity to l5 par'(ent.
! Allowing foreign equity invest-
menLs ln the de facto pipeline mo-
nopoly livc,n tll()ugh ti)reigo cntilics
ilre n()l I)r()hil)itrd ll l)RC las lrrtn
c(l!rit\ ()\\ncrship in Cl'tiltrt's nltr.rrul
gxs l)il)clirres. tlciiing hrs nredc it tlif-
licrrlt lix lirrcigrr invcst()rs t() se(rlr(
illlr:l(1i\'(, ('()ntfu(t tcrnrs. Thc risks ils-
j,,('l:rt((l !\'itll Diltur.ll g.ls-r(l.ll('(l in-
vesttt)uDls Jrrolrablt wortlrl bc sttb-
slirntiilll!' rctltrced if forcign firrrs
coultl grrin al lcxsl l)irftirl equitv ()\\'n-
crslril) ()l lrx sl)(nlirti()n pipclines rrn(l
l()(xl (listril)rrli()n netw()rks.,\llrn)'
()lhcr rntcrnrti()n:lI Pipclines ;rre srrP'
pr rrt crl Irv irr:Lngemcnts llrrl()rlll
lrlln.n.rlr,',1.11 l)('lr,)l(tlr)t ('(,rrP.l,lrc\.
I r< lrl llrnrs,:rncl lr<rst governmcntr.
! Clarifying transrnission and dis-
trlbutlon tarlffs Ilcletecl to thr'
pilTeline nlrnr4rolv issr.re. preclirrrrlrlt
dctc11]linilli(nl ()f lrxflsmission ltnd (lis
tril)uli{nr txril}s c()trlci ltclp rc(fu(( tlrc
risk rrn(l un(crtxinty ()l l)uilding ncw
piPclirre infr:rstrtrcture As in thc cl((-
ttiL p()u'cr srat()r. s()ruc I()(llitics sril
terif'l.s to rcr'ovct (t)sls xn(l provitlc lr

l)r()lit r)rrrgin. rllrilc othcr atclts scl
tlrrills bclrrs il(luxl (()sts. proritling
no ir'rtt.rrtivt, l{) l()rcign firnts to lrtllT
( ( )nstru(1 n.rlirrill gxs infrlslructrrrc.
I Accountlng for coal's environ-
mental extcrnautles (l()ul pri( cs l\ I)-
itrrllv rlo not aclcquatclv rellcct lrll
(\)sls. l)urli( Lrl:rrl) thc c()sts ()l P()llu-
ti()n. l\)lluti()n clrrrsecl lI l.lurnir'tg coal
hlr r rns lrrrrrtrn hcelth. ecosl'stcrrrs,
llrrr<l rcsoLrrr'rs. xn(l infrxstrtr('1uIe.
(:l)ir'l(.s(. ur)(l intcrllrti()nal rlnxlysts cs-
ti0rxt(' rh(' c()st ()l lhis pollr.rtion lrt (r-

l0 pcr(enl o[ Chine s alr()ss I)()r)lcstic
l)r( xlu.t. lnternllizing thcsc cxtcrnali-
tics l)\- irnl)()sir)g cither sLrl[ur (lp5 {}r
t:rxcs rrn pollr.ttirln \\'()Lrl(l rrllkc nill
rrlirl grrs rnorc c()mpctitivc antl ltell'r
rttlrrr( tlr( ri.k nt lurtlrr'f Lrl)\ctlinlr
thc ecological l)alxn(e. Illr trnile(l
S(irt(s. fi)[ cx.rnrple. hxs stt<ccssfr.tlll'
irrr 1:)lcn rcntcrl l traclehlc pcntlits I)11)-
grillt) t() (.rp llle am()ur1l of strllirr plrr-
ti( lcs ('n)ittc(l nxti(nr$i(le.

l!(.ltcr cnli)rcenlent of Pll(i air'Pol
Irrlr, 'rr l,ru''. r,specilllt tlr,,\(. lr(.rt, -

ing to sulfirr cntissi()ns, n'oulr! ltlsrr
nlJkc (():ll u lcss !ltrxclir( crtcrgl
\{'rrr(( lll.rr'r n.rlttr.tl g.t. Tlt,. ,r'lltrtr,rrr
lctv svstenr. for exlnrple, inrlrrscs
Iines rrn cntcryrrises IhJt ex(-ce(l therr
srrllirr cnrission .llloctli()ns (.lrrr(nll\',
llrt'st 6ncs t)'pi.xlly d() n()t c\'(n lx'
gin l() ( ()\'er thc c()st ()[ clenLtgcs
causc(l l)y exacssivr' emissi()ns. l:n
l,rr(('rrcnl ,,l tlt,. rtrlr's lr.rs lr(r'n rrl-
((nrsistrrll ls qell. not lclrsl lrctlrrrsr'
Iocltl cconontit'ltLrrelttts lt rc rttort'
1-rou crlirl rll.ln their rnYirr)r)!rtcnlxI
( ( )unlcrPilrls.
I Providing greater incentives for
CBM llciiir-rg sh()ul(l ()filr su<'h irtc'rrt-
livcs Is lrx lrolitlavs to CIIII pr(xlu.-
(r\ t,, r.lii\( rn( lll.tnc'\ r,rlt' rtt t.lritt.r s

cncrg\- slnl(trrre. Presentll' thcrt' is nrr
in((nli\'c strLrctrrre fi)r (illlU r((r)\(n
I Increasing auocation of gas by
the open market I\4()\l n:rlur.rl S.l\ i\
clrrnnclcrl by CItina Nxtionrl l)cl()-
lcL[)r lrn(l (]ils (i)rp. inl() lcnilizcr'1>ro
(lu(ti()n (lrl)()tlt 35 pcrccr)l) irrrLl t)il
ficltl trse (Jo l)ercent). Il()ugl)lv Ii
I)crecnl is illl()catcd l)\'lhc ()l)('11 rr]lrr-
L(1 'l'lr(' r( rrl,rininq i() n('r( ( r)t ltPi
.JllV is :llk)(:rlc(l l() 1)th!'r indtrstri(s. Il
llciiing J)croritlc(i ln()re n:llrrrill gus l()
lr:rr['on lhe ()pcn m:rrkct- llrr'\hrlrc
ol- nlrtunrl gxs xllocxted 1() in(lustrilll
sctlors prestrntabll' \\'()uld risc.
! Focuslng greater attentlolr on
gas-to-liquid converslon technol-
ogy Nllttlrxl g:ts Pr()ducc(l in rcllt()tc
rtrclrs olicr't is l)urnL'(l ofl or Illtrcrl Ix'
c:lus(. r)() I)il)eline cxists 1() l(lrlsJ)()rl
ll)( l.l.ls l() ()thcr c(nrsLrn)pti()n ('('nlL'r-s.

ll' lln inc\pcnsivc li<lr.reluction tcrtnol-
rrg\' cristccl. nn)re gxs c()ul(l bc put to
prrrltrttile usc since suclr tc(lln()l()g\'
lrrrrkl Perntit l:rnd tlrnsport lrv lrrrck
()r lrrin. .lhc l S I)()E is \\()rking I()
rlrvelop this techn()l()gv entl ltlicrr.s
it lras prxcnti.rl in Chinr.

M!I-I tNATIoNAI-s (;!:AR rj P

llrorrglr lorc ign involvttntnl lurs
l)('(rt r('l,rlr\(lv linrl((1. \(\( r.rl,lt,ri,)l
nlultilrrll(,rl.ll L,rl lirrrrr lr.rvr' rlrrrrrrrl

-

Intposi ttlq t'itltcr

sulfitr caps or td.\cs (),t

polltrticttt ulttld,nuke
n.ttLtrdl llds ,nore

cotnpetitit)e d d

belp retluce tbe isk tt'
.liolber upsat t i t Ut tlla

eco logi c d I btt I ct t t c a.

lccl rcsources t() lhc sc(I()r. ()vcr tltc
plst five years. Unocrl (:()rp. h:ls un-
clcrtaken severll nJlulrl glls pr()lc('ts
in Sh:tnghai, xnd ZhcjixnB, .lilnlisLr,
si(hUln, xnd Guxngxi pr()\,in(cs (,Jc(,

l).4{). Chevr()n (i)rp. sign('(l r ((nr-
lr!ct wilh Chinr National ()tfslrorc
()il (i)rp. (Cr.-O()C) io J\lirv ll)96 t()
cxPl()rc nrturill ,a:rs rcs()tlr(cs irr:r
2.000 sq km arca in thc !\'cstcrn
South Chin:r sea. IrS-l)xsc(l Atllrrtic
Ri(hfiel(l (lory). (AR(l()) sigrtc(l ir (r)-
()pcrati()n .lgrecnrenl in ()cl()l)cr 199:
$ iIIl (INOOC t() i()intl) txp natLrritl
gus in the Leclong gls ficlcls ol lhc
Sor.rth (llrinl Se1r. AIt(l(). in crrnjr.rnr-
ti()n \\ l(h CN()oL llrr(l R(rw.lrt l'(,r-
cign l)elroleum Expl()r:lti()n (i).. ctrr-
rcntly ()peratcs (:lrinil s liLr!lest
ol'Ghorc neturel gas lickl, \'uclrtrtg
l-t-1..rls,r i,ituxtc(l in rl)( s{)urlr (.hro.r

Scu. E,rr()n Oil & (;ils (l(). sigt'rc(l it
J(lYexr c(Dtrltct s'ith (.N( X )(. in lrtc
199- t() cxpl()rc lirr nlrlrrrel g:rs artrl
cftrde oil in J l l3 nrilli(m rrcrc I)l()t io
tll( (.hrr:lnrl)()nA l)1,:L'k ,'l (ilrirr.r s

Sichuxn ll:lsin.
Chinr s !axs rese[\'cs. ancl tlrc

pr(nrlising P()lenIi:ll li)r (il)11 rr.tr)\cry
lrnd natu[al gals inlp()rls, sltorrlcl pr'<r

l)cl lt(ijinH t,,q:rr(l r.rii'i,rll tl)( (11rlri
Irtrtrr,rt r'l nJttrllrl HJ\ l() Ilt('(,trlrtlq"\
ovcrrll energy'supplv. llrc 9tlr l')'l'
txrgcls f()r lhc srcl{)t:tnrl rttentlv
inkccl clerrls sith [orcign Iirnrs ln<l
g{)\'crnnlenls indi(irlr llrrrt llr( l'lt(.
lcacicrslrip is tuking stridcs I()\\'ilr(l tllis
cn(1. lirl t() ma\inlizc thc I)()Ir'nliirl ()[
tllis rcs()rrrce. the g()\crnnr(nt nrLr\t
lr< cclcrltc nrarket rtf()rrlls, cspccillll
l)\' lifling the clp on gls pricrs. lhis
.tntl {'lltcr k('r inr(rItirtr,,t.,rrII irtI

l)r( )!'c rllc inv!,stolent (lirnlt(. :rn(l
rtt)ve Chinil s niLlunl glrs in(l!lstrl int()
Ihc t$,cnly-firsl ccntLrry. ft,
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Coun cil acrtvtttlt

(-()urlcil (.llxinlun xnd llx:,t,rrirn K(rlxk
(i). (ihrirorlrn lrrcl CF]O Ctolgc IL(i.
Fislrtr rrnrl (loun(il l)rrsidcnl ll()lr(( A.

KlrPp $clconrcrl neilrly 100 nr(,ntl)cr
(r)n)pur)y r( presentulivcs lrnd speciul
l.lursls l() lhe (i)unails 25th Annivcrsilrl
(lirh ( )l] .,unc .l in Vtlshin.qt(nr.

|()ll()\'ing I S lrexsurr Sc.rcrrrrv
It)l)(,n llul)in i utldrrss. shich rvus c[rsccl
t() thr I)rci\. l)R(- Anrl):lssx(l()r to lllc
I nitrtl st:rtc: l.i ZI):r()\ing rc:rtl :r c,rngr:rt
tu[rton letter fr(nl1 PRC st:rl( (i)un(i]()r
\ir \ i \\ir P1;r1.rrl tlrr (.,,llr]('il l(,r rl\
rltrlitutirrrt t() I)r()rtt()liol.l lrilutcrltl trlrrlc
ilrl(l in\cslrlL,nl lncl imprrx'ing r^',.rlrll
I S-(.hin:r r(luri(nrs. \l! :rlso txprcsscd
lr()l)r tll:rt 1\'csi(lcnr Clink)ns nil) t() Il(l-
ii,ll.l \\'r)ul(l ltrtilcl rnr the pr()gre5s ntr(le.t
tlr(, ()d()l)rr I99f presidcDlixl suI]rnril. l.i

lirrnution of thc t S'(,hine l-cgrl (ix)l)(jr-
irti{rr Fr)n(I. nhiclr rvill ol)crxtc un(lcr tl)c
(lhinlr Busincss Ii)(rnr (1ltc (irr.rncils cd-
rrcation and rcsclrrr'l) lrrnr). Anrllrsslrclor
Wi'n(ly Shcrmiln, c'ounstIrr trr tltc l)c-
pirlrncnt ()f Slxlc xl]d xding undcrsccre-
tln r)l stulc lirr glolrll alluirs. r'ongrltu-
lutctl the lintl s lirLrn<ling sprxrsors lirr
(h(ir a{ntlntilnr(nl t() :l pllnncrsllil) \\itlt
tll(' l'S gr)\'crnt]lrnt ()n a(x)[)rrJtr)n $'ith
(lhio.r. Thr()rrgh rc.r,rrrtcs pIclgccl [r]
(i)un(il rDenrhcrs. tlrc luntl \ill ruPlxrn
bil:rterul crxrpclutilc progrlrns rn tlrc liclcl
{)l lJ$. Acc()rclin}l t() Sh!-fl]lirn. ll)is inili:l-
tire slrotrlcl "strcnulhen (lhina s ctrrnrrrtty
ilnd s(xiet)', providt. tlrnsplrrcnct and
prcdi(lrl)ilitY li)r I S l)rsincsscs, irnd pro-
rn()lc x range ()l' ()thcr ir)lcrcsts, inalLr(l-

ing...lurnran rights.

'lltc (.orrncil l)cld ils l5th .{nnLtll l[.rrr-
l)(rship llectiDg ir'r \\ilshiDgt(nr. I)(:. on

.lunr. l. (irLrntil (.hrirrlr,r Jod l:xrlnrxn
Kr)(lJk (-() (lll;linD:rll rn(l (.1:() (;(()rg(
II (: li\lr(r,'l\.r\.(l tlrt,rrrrlrnq l,r 'l.rtn)]
tlllt in lllc ((nring ycilrs thc tlS-(-lrinx rc-

lutionsltig> 'rrill rrlllct us nrorc thun rrnv
otlrc'r on elrrllt. llc rrrl{ccl nrenthcr cortr-

lrilt)r(\ l,, (ul)l\11 tlr..n,n.,$'.rl ,,1 ( ltiI].r'.
I\'l()st Iilv()rr.(l Nlllr()n (trlF\ ) (rx(l( :,tutLrs

zt':tLrrrslr. l\ (,,rDl).lnl('\ l):l!( .1 <l.rkr'rn
(lhin:l \ r((nr(nnl( sucr'css. ltr' ruicl. unr,l hc
t'rrr'otrregr'rl thc l)usincss ((nnnttrrt\ t()

lrt lp cnsrrrc thc clcvckrpnrcnt ot rrrrlnxrn
un(l($t:rn(lifll.l bcnrctl'r tlrr, t nil(l St:ltcs

:rrr<l (.hina untl tlrc rclrliz:rtion ol u 'shrrrcr.l

In his rcnlrrks to (iruncil nrc,rnbcr:,.
\ct].rt,rr Ii.rnk \lrrrkUrr.kr (ll-ALr. (lriIr-
ntan ol tll(] [ S Sen.ltc E,rcrg\'anrl \etrrrel
l{(s()lrraL's (i lrlrillrc, cltscr'ilrr:.rl thc tttr-
t,rrt rrr,x,.l rnr (.:ll)ll,,l Ilrll t.rr.rrcl t lrirr.r
' (i r1gr(si. ir' ort I rr rllision cottr'sc s itlr thc
.\(lIrir)i.lrirlx)n,rn \ll'\. lrc \iri(l l)('\lnlc
such rrntintcnls. Ilurk()\\ ski reullirnrctl ltis
\lr{!rl! \Lrl)l),'rl l,,r lltr .\rlrnrni.tr:ttir'tt'r
Jnrlio rrl cnglgenrcnl \\'itlr (.htrr. slr(':s-
ing ils (()ntril)lrlirrr k) I-S ((ur|xtrli\(nc\s.
l l),,llj{l) \lurk(,N.kr ft )r((.1\l .r ( (,nl(ntx,ll\
trll:\ \()ls. l)( clicl rrtrt lt'licvc lhcrs \\rluld
It cnrrttglr \()lr\ t() o\'efii(lr rl l)rcsi(l(nliirl
\,(1r, r, .lllt' .ttt(,,)tl)t\ 1,, \\'itltrlr.l\ r.lllt.r'.
i\ll:N :,lrIus l\tutk()\\'ski urgccl tirrrrrr il
llrrs to (;rkc tlrt. lcurl in tdlr(rling nl('nt-
l)(.r's ()l (l()ngR,ss. lrnd thcir-ou,n sr)rkcfs.
:rlroLrt tlre l)ll(.'s inrp( rn(e to tltcir lirnt

I S lnstitutc ()f l)ei(c l'rr\i(lc,rl Ri(ll.rr(l
Srr[rrtrrn lirlIrscd. spccularing ;tlxrn tltc
hrlutu {)t t S-Chinx rrlrli{nrs l)xs((l ()n lhc
rcletionsltip s pr()gressi()n ()\cr lhe t)l\t
(lu:rrlcr (cnlrrr\'. Cllin:r :rt(l lh( l'nit((l
Stillcs l(xlrv strnd:rl x ar()ssr()l(ls in ll)cir
xllc,ttpts t() orxinlilin sltlrc rcllttiorts. s:ricl

SoLrrrrrr. lhc (llink)n A(lrlin is(nti( )n hrs
nxxccl the (()untry's (illilr.l grlirv lrark tr;
('r )nit nrr'l i\'u cnStgen)rnl, lrs'rrt' lirrnr tht
incllc(Iir(, 1)uniti\c sentlions' lrpprorch.
ll)( (l(r(i'li,nr. .r(,trclrnE t,r \(ll,'t)1,11. r{
!rlr({lrr.r tlrr. l'5 Ar'!r,rn|lr(,nl r'urr .rr.tlrin .r

\t:rhlc rclxrl()nship \\illl (.hinir in Ilr( r)ri(l\r
()l v(xJl (riti(isnr ()[ cnqlter]l(nt

l)c D;rnntcnt ol (-(nl)nl(rc(' (l)()(l) Sc(-
r(txn \\.illi nr Il. Ihle\'. in his lrrnchcrxr
;tclclrcss. tletrtilr:cl lllc r)rlnf ('(,n)nrerciill
xn(l str;rl(.gi( r'c:rsons lirr lh(. (lliDl()n A(l'
,)linistftrti()n s cngirHemrnl p{)lic| $ith
(lllinil. I)irlc,v pointcd orrt tllr iml)()nrn((
l() llt( I lrtilccl Sllrtcs (r-c(r)n(ntti( s('(1lr'itv,

in tlrc lirrrr ol stublc. rcliuhL' nrxrkcts li)r
( 'S proclrrcts partic ulurlv high tt t lrn<rl-
()gr prrxlutts in \\ii.h t's firms cxrr.l. llut
I):r[.r strcsscrl th.rl cnli)racrncnl ()l l'S (\-
l)ort{{)ntr(}l p(}liar rcnllin\ ir\ \lri(t irs

crr:r. lltc sccrctrrv irls() rtrrtctl rtrrrtl
I)()(l cllirn: to :rdtuncc lllc (()n.(,rns ol'
t'5 hrrn\ in ('hln:r Ihr(,lrl'llr.l('rnl (',,rrlrr)r\-
\r()lr ()D (in)rlrrac xn(l lilldc n)cctings xl
botlr rrrrrkirrg lncl lriglrcr lcrtls. uncl

Plrisr.tl thc (i)un.ils ('lli)ns lrt'hinrl tlrc
t s{:l)inx Lcglrl C(x)pctuti(nr l\rncl us tlrt
'kin<l ol prrhlir privulc l).flncrsl)il) lhlrl
h,r. nr.r.l(, l[ 5l (:hrn.r p,,li.1 .r .rrrrr..

,\t tht nrcrting. rrl(rr)lx'rs xlv) cl(lc(l
I ncs llrlrcl ol clircr'tors. fishcr $!rs
n:rorerl thc C()uncils (J)lriflnxn l(n r s(-
orrrl trlr. l--lectcrl ls r'ir'c rtrirrrtrn rvrrc
trlichutl R. Il()nsign()rc, clr:rirnrrn unrl
(,liO. ll()neV\\'cll ln(.: (:urlu A. llills,
(hairnrln ncl (:lj(). llills l( (:o.i an(l
|rcdcrick \i1. Smilh. (,ll( ), lrc(l(.tu1 lixl)rcss
(i)rp. \'leml)cr (r)lnp:lnics :Llso sclcclecl
l-ldgxr (1. H{)tx(1. prcsitlcrtt Il,tcl cltitl oP-
crlrting offi(cr. l)rx\xir. ln('.. t() lill the
ln':lr(l: \((r(1:ln tr(:lj.lll(r In,\llx,n. lllrz.r-
l)(.th ll. Rinclskrpf. x p:rnn(r \\'ill] l]n'rn
(.Jvc LLI'. \\'ill scnc rts tltc lxrlrrls crrrrn-
rel

In edtlition. (i^rn(il nl(rnl^-rs clr(re(l
I'ivc nc'\' clircclrrrs t() initirl thrce vcxr
tcnus. lrnd re-clcctcrl firc (urrcnt (lirrc-
t{)rs t() ne\\'thrce-vcar tt.rnrs. I-hc ncu di-
rc(r()rs rtre Willirn) Il. llltdlirrcl. chuirnran
irnd (lEo, Drrsscr In(lustrics. lnr.i Ii()gcr
A. I'nri('(,.,.'lr.rirrr[,n.rntl { il:{ ). I'r'p:it,r.
ln..: l'urrc ll(rlruli. r'\('(ulr\(' \n1' frc\i.
tlcnt antl chlirman, Int(rnlrti()nxl, Il()n-
sunto Europr SAr Klrcn lilliott lftrusc,
prcsiclcnt. Intrrnalionrl. I)(x\' .l()ncs .t
(i).. ln..: iuld ll()\\'rlr(l l)i(((. (ll:() Anrcr
irus. AlllJ Lld. Ill(clcd l() Ih(ir \((()n(l
tllrcc-\'cJr tcrnl\ \\ cr(, Fislrert llills:
\lrr lr.rll ll. .l',rtl.rn. r lr.rrr rn.rrt. \\i .tinH
Irousc Fllectric (i)rp: lLrrn.l I.trng$'cll.
srr'tior t'ice l)rrr'i(lcnl. Iir(\(nr (irrP.r lnd
(irrrryc \V Slrncr'. chicl r1tr':rting ollicct
'llrt' I'oxhrrr Co.

Councrr CnrnsnetEs rrs Srrvnn Axxrvnnsenv
thcn ollr.rctl lris on'n congratullrtions 1(}

tltt t.r'trntil. uncl c,,ttttttctrclc.l tlr(,,rl.lirtlr
zlrti{D [i)r its _\'isi()n. a()utirl.lc, lrntl P(rlcs-
si(nr.rl inlcgrit\.'

(lhi,ll ())uncil li)r Ihc l)r(nnotion ()l ln-
ternirti()nill 'lixde (CCl'll') (:h inn.ln Yu
Xix()s()ng $ ils the (l()lrn( il's (,ltincsc

llucst r)l ll()n()r. ll c()ngrillul:llcd lhe
(irrrncil on ils l5lh rnnir'crslrt, cont-
rr(,nlrn1,l Ill.rl llle C,'un.rl lr.rs pluvtrl .r rr-
t:rl ()lc in lrssisting lhe I S l\rsincs\.(nn-
rnunil\' \\ ill) its Cllinil cndclv()r\ \'u
t ullcrl thc bihtcrul tru<it rclutrrnrhrI
.r)rr)ng tl)c nl(,sl io)p(,rtilnl isrrrcs bc-
l\\'cun tlt! t\\1) (1)untrics. \ir l)rcscnlc(l
lh(, (i)un( il n'ith lr fnrnrcrl congr':rtrrllrt()n'
rr(ssirg(, in lris os'n crlligrrpll,.

(lrLlntil l)rcsident llol)cn A. Kxpp ('()n-

rltrclctl tlrc cvcning hy ennorrncing lltr:

MEnsEns GerHnn rN WASHTNGToN, Erncr Boeno
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China BUS|ESS

.lrrlie llitllut

.5].itiv,(.'i.

7rr(, (-]r/i l)\ scn(ling thr infofinltt)n t() lhc illtcnti()n rrf tlrt tclitor.

Ac c'or.rr-:rting lrncl I r-tsrn':rnc e

OTl.EN

Crloolal Ltd. (Australia)
Rctcirtrl liecnst'to st'll lifc rn:trftocr l)1)[(iu' rn (:hinx r 9li.

Royal & sun Alliance (uK)
I{(((i\((l li(ut\r't() stll lile insurrrnLt l)()h( i(\ i (llrinlr r ()ll

Agricultural Courmodities
ancl Technology

Ptonc-cr HlRred lnternational lnc. (tls)
l{r((ir((l rl)Ir()\irl x) (\titl)li\l) l rt.utrr lr rcrttcr rrr l iclinS.
l.ix,nrirg l\,)!r,r((. t(J dr\rlof (,)flr ll\1)ri(ls r ()s

The Vorld Ban*
App()\'cd k)xn l() cert:lin PR(: stxtc (xvo((l llrnrs lr) rcnor:tte
tr.ili(ir:s 5150 rillt)n. { 98.

Banking ancl F'inance

OTHER

ltrrrplctotr (;hina Resources, a subsidiary ollmnklin
Res()urc('ri, I[c. (l rS)

( )l)rrr.(l rt|r(\(nlrti\( ()lll((' rn \lr.rrrrlr.ri i ')s

C?.ech savins Rank (The Czech Republic)
()t)cnu(l r( l)rc\entlli\ r ()|fi(( in :lunrlt:rr I')tt

(lhcnriclls. Pctloclternit'uls.
runrl ltclutecl [iltriptre rtt

I YES'lllC 
'3 

If, <HIIIA

Alf Prfllucts & Chemicals (Us),/shanghai Hua Yi
\\'ill (\lLrl)lisl) :l nr.rnuturrufing url rr)urkr'ling ir nrrl \ ('nturc irl
SllJnglr.ri to Irrorluct mrtll\lenrints i L)i'i

Dead s€a works (Isr.el)/ifinistry of land and Natural
Resourceli

$ill l\rilLl r lxrteslt prrxlLrctxrn tr(ilil\ in (Jiogllrr I'r)\in(c
\\'ith un:rnnrr;rl c]fir.i['(, t{l)o.(x)o (()ns (lsr:r(lJl',, l'RC 6hi' )

i, ri0 nril[()r] i 98.

Elf Autochcm, a subsidiary of Elf Aqultalnc
(Frnncc)/ca(rlran organic Powder Pla[t (shanghat)

l..rUnr h('(l ioinl \(niurc rn.liung'tr l'rorrrtrr'to lrrotlttcc
r r,lr,l,,,llrrrtl I)r)\\ d.r. ( |r.rn((:S(,',-l'l{(. l(I' ) ; ()S

BA.SF AG (C,ermany), Nippon Pob'urcrhane (fapan)
,\nrr(,un.((l irrnt vcnnrrc to lrrrr[l :l l(ro.(N)(ll,nl .rnrlin( Jlrd
rtilrolrtnzcrre pr(xlLIdi(nr plirnl in 5lr:rrtgllirr I r)s

cHt a'5 rMPolll3

Covcrnment of Austmlia,/Cn vernrnelrt ()f rhr PRC
\\rll (r1rrn I\. (.rttl( t()(lhrnirlin \1.llr{lrl(r I()r.

CHI A'5 IiVE3TMC 
'3 

ABEloAD

Agrtcultural Bank of the Ivory coast/Chlna Fi!'!it Tractor
Group

Usl.rl)lrslr(\l il,inl vcnturc in Al)i(llirn, 1\'()r) (i,x\1. l()
rrunrrlirr'trrrc lrrclon. (l\1)n Cr )ilsl:J2r'i"l)l{( l:()8')r, ) l'98.

txvEsrMC r3 r cl{l a

The creat wall Fd)d Cr. Ltd. (Taiwan), Marubeni Cr, Ltd.

Uapan)
l r nrD((l t( )inl \ rnlure io I-rir{ )null.l l'r( 

^ 
rn.r I, ) Irn,(\'\. li! c\l( ( k

pfixhl(15 iJrr ll)tllxn] i ()s

Tokyo Hua!,u G). (lapan)/Henan :Or in Tea C-(). Ltd-
(ifiltc(l lr)iol \rntur( t() (ultiYrlt( .lill)ln(s(-\t\l( 8rc(11 Icr
l(irvc\ S1 rrrilli(,n. 5 9fi.

 l)1tr.\L. rn. LA.(l rl !{rtlnri rc\r ,'\r)ll t!.'i l)r\rLItr.rtr lr.trrL lr,)( lt,trrri ol(hrn.'
(r\( (n'l 1!,ri r\,llnfinri$,'r (l(r,r (\^llr ( l,(,,' \rrrfl.' Arr rirr I'ntx,r
rl\l! ( lnli ( rl'k ( l)r),, \rxtr.,l :\.n) li!1tr!)11,81 lr'trn l \t!fl (,rt) ( lTl( ( r..'
lr[(rtr. trn.' InAr.'nl l lrnnrnr (1fp (ll\ (ltrn] lr[r"',i !,1'L l].r.1
(lrn.' \. knrrl rrl.ltrq( ,)rl (.''Ir {\lr (ltrn.L \ n,,.' l\1r !',tr, N (,.F (!]llr l'lli7
l..,ri,ri. . nl I.(ln'1.,!k.'l In\t[rrnmr /,n' 1(lr( lntl(M'.'L .nni (.,ntrtri.u llnr[ ],r

rlnn.' \lll \ltrn{n !i lni{ r.n(,r ln!|trn,\ \\ \,{ \.nl.'lnr \r)Rl\(') ( l,'n.' \,nlL
l(ir\r'r\ (,il) I'Nl lr\tr. !l T.l(,{n nok. ,r,. Ilki ,1rI)1, ' rl.nrl ,,1 (h'nr sli/
\tii'..1r.,4i r, /,rr.\l\'xlll'\t rhn.'\.trrtri.'l(lirntr.,l\lfll!,11\tN{I(,rt \l\'rll(
(lnn'\.r,'.'l 11r!{lrn,tr.,l(.4' \l\()ft:\\\ 'rrr'\. ril'll,{(iln lr.kl('lr.trstxin. rn
(,trI \l( \.. l'l.rnnllll(,rtrnF*tr, l\l)l' I nnltl\,irrll\r,1,1
( ltr,L' I i.,l l,na,{n!nr.tri n (,trI)

The China Bu3incss Bcvie{ / t'lt t't'|'t t'rt\

SALES A D I l,ES?lUlE T
F()r(igfl or Hong Kong part!'/(lhinl:sc pany

lltt,rl' l(, l!t| la. lt)gti

Aarangemcnt. valuc. xnd date rcF)ncd

4'



Hc.cule..i lnc. (tlsyBeiiing Yanhua llt8h Tethnology Co, lld-
l'stlrlrlislrcrl i()inl \colLrtu l() Ir.rnul.r(lr.rr( lrrtlrogtnuttrl
lr\1lrrr:r11rrn ra iIl\. r ()li.

Rohm and Ha3s Co. (Us),/shanghal Resln Plant
Ir(,rnr((l l,irll rrntrrrr to 1'l rthtrt t lr'lt.tnur' rc.ro. qith:rn
.rorrrr.rl LrrPecitr ,r' Ir.l,lttrl,nrr Slrili r)rllion r ,)ti

Z(ncca PLC (tx),4iangsu Agr(rhemical, Nanlong Pqsticide,
Natrtong Pet()chemical (riang-su)

liur'rvt.rl :rppr'rrral to lirnrr.r yrirrt \rrrtLrr'll(' )ici(l(
rrLrnu[l(1u.ing ])lunr in Nunl(,nlt..lixn!\u l)K^inc(. (LlK:t38",'

l,li(.:l],,,r \rJ5 Irilli(nt I ()s

Ea^stman K()idak (kr. (1is)/Shantou Ern Photo Matedals
lndrrstry Coip.. xiamen Fuda Photogrnphic Marerials Co,
(Fuiian)

I:trrlrlislrrrl Ioint\((xklinlrl((l (inirl).rn\ rr ) Plr xlLrt r enrl scll
lllrrr .rrrtl P,rPcr-s(n.itr;/lng rrrrlcrrrl\ ll \ lil) l'R(.l(l ) 3 ()ii

Ilirstrnan K(xlak Co. (flS)/Wrrxi Arrnrel l'ilm & Chemical
(;()rp. (ltangsu)

lrr,rr((l j()inr:l()(k lirrril('(l (()rrrl)iln\ t(, J)r,)(l(r<( rn(l s(ll
\rrt\tlr/((l l)ll(,lr)gllrplti( rlr.rt(.u.rl\ ll \-1) I)I(- l(l'i,) .3 9fi

O?HEA

Merloni croup (ltaty)/Haler croup (shandong)
\\ ill ltrri .r plrnl t() nrilnulu(-lrrrc lr4r-Lrerlng slshing
Irrx( h,or'\ I r)8

OYXEi

tJnilever PLC (LIK)
{ )lx nr(l r(',:i(n1rl hcedrlLlirrlcn rn Shin8l)li s.9tt.

lrlcctr( )uics 1rn(l (i)n)l)utcr Softrvurc

Cor-tsuntcr'(itxrcls

I YE!'TITIEIIT!' I CHI A

(liticorp Everbright China Fund, a unlt ()f Citicorp/Citibank
((is)/cuatrgd(,ng Kelon El(.ctrical tkrlding! Co. Ltd

l{rr crr r'tl .rl;Pr'o'..r1 l, r r'srrrlrlr.lr .r t, ,irrl \ ( rrlrrr( llr r(,rrditi( xr( l

rrr.rrrrrl.r(lLrllnq I)l.rnl ll : rr/ .l'll(.(,ll I sirrr]rillr(nl 5 ()n

BA.s[ AG (c€rmany), Interface lnc. (t]s)/china worldbest
(;()up (Shanghai)

.\rrrti ,rrrt, r',.1 i()inl \rnlur.('l. rll.lrttr,J(lrrr( .irrl)('l rrr Slllrng|ili
l(;(i r.rn\ri tS-(t l'R(:li ) sllrrlilli(nr r 95.

Dlelle Furoiture Manufacturing Croup (ltaly)
\( r lrl) \\ l)r )ll\ orr ncrl pLrnt ro :hirngl)lrr to nunuluttrrrr ltelHn
\t\l( lurni(rrr( Sl nlillxrl l()S

IMPOET5

Cr)mputer Modeling Group Ltd- (Gnada)
\\irr (lnrtril(I k, rnst:rll oil uocl lus nrrxlclrntr \()ft\\'tre lbr 

_Iirhr

,'(1r()l(ur)) [\pl()ri(i(]r1 ro(l l)(\(,[)prlrnt Ifurdlu io \jnlixnrl
l'\ lrrr ,\rr(nr()m{)tr:' Ilrgi()n l 9lt

IBM G).p. (US)
U ill scll L()tus s)stcrn liccDsrs l() I'lj(Xl. r 98

IBM Corp, (US)
\(ill provide online husiness senices techn()k)gy to China
li'lc.(rn..1/9U.

NCn Corp. (US)
Rcccived c()ntrJct t() pr{)vide intm'cily aut()nlalic check-clearinS
llnd s()ning slstem ro PII(XI. {.:911.

Honeywell toc. (US)
\I'ill lirrnish cxtra kru-\'()ltagc aut(nnrted c()nr(ll irfrrstru('ture
syslcnls k) thc Chin:l Rcsourccs (l(). LI(|. huilding in Beiting.
Sr.lt rrrilli()n. 3/'9U.

NII Norsat International Inc. (Canada)
\\i)rr (rrrtri(1 Io sLrPPll ,.ligit.rl rlrrp sr'ts;rnd vidc{) cnc()(lcrs tr)

Slrunlou ltu(li() xnd'l\ liluil)nl(,rrl ()r in (luilnSLl()ng Ir()vinc(
11'l I nrillx nr a.ru.

I VEST E TS I CHIf,A

(i)mpuler Associates Inte.national, Inc. (tls)/Jinchen
Sc.curfu]." Technology tndrlstry & (:ommerce C-or'p., an aim of
thc Ministry of Public Secudty

\tr(t'rl t,, l,intlt (lr\(l(,1). rrl.rrkcl. .[)(l (I\lnl)r)l( crn])l)ulcr
.rrrlr\ rnr\ \(rlNrre i ()l'l

(lanon lnc. (f apan)/Beliing Untversity
Iisl:rl)li\l1u(l i()iol r(n1lr( l() (l(\([rP sollrvu|t,. (.)ul)xn:]a)o,i,

l,R(::tor,) sr.l(x),000 .r,9ri

Ilewlen-Packard C,(). (HP) (Us)/Betiing J-Tech System
Intc'gratlon Co., china Natlonal Crmputer software &
Tc.chnoklgy Se.vice Co.p., Nantlan Elcctronic Iflformation
(;roup (Beiiing)

,.\gr'((l lr) tointlv d(!( [)P .rnd tlrrtnlrrrtt lll)i rnli)rrn]tir)n-
rrr.rn.lg(nr(rlt xnd ()olinr lru.inr:. 'rili\\rrre t ()tl

International Data croup (US),/Keiian croup (Guangdong)
\\rll lirrrll .r \\'sl!nrs rnt(gT.rli(),) Jn!l rnl()rnt;rti(xl t((llr()l()gn
i()inl \(nlrrrc in Shcnzhtn- (iuirnJ.t(l(nlg l'fir\in(r. 1 9u.

Toko lnc. (Japan)
Annorrncr,.l lirrmation rrl salcs srrbsirlirry in Shanghai to rnxrkct
c()ils. scrri.()nductor p:lns, lnd chipr ti)r (lectr()nic products.
lii{x).(I)()..1^)fr.

The China Busineis Reuacw / t,tlt lrli\t l'tt\

DalnipfDn lnk and Chemicals Inc. (rapan)/NA
li)nrr((l i(rnl vrnlrrrr ln (irxnU(l(nrg l)r()\'in(c l() nrrnLrtilrlurr-
.ro(l rrurk(l (lcnxlrrr(d r()\irt Lr.ul rn rrt.rkrng ink (.hptn:-(I','
I)R(l:ft) ,t Si i |]lillx)n I ()li

Montcll Polyolefilrs, tt unit of Royill I)utch,/Shell Group
(Nctlrcrlands)/Maon ng Petr(xhcrnical (Ileiiing)

\nr,)rr,(1l.rgrc(,rx'nl t(' llrl,l,rrr,i,1rr.rt. .r lr,[]rro|rltrtg
Irr,rLIrLLtr0n.rrrtl '.rlt'. t,,rrrt \!rrtrll(' | ')H

Thc Doe' Chemlcal Co. (Us)/Zheit^ng Chemlcal Factory
\\ rll l)Lrv oLrt lll.liln.q (:l)(r)rl(irl l( ) .r( xl( .r \ll()ll\ ()\\nr(! t)r)\\
\rlxi(li.rn in \in!1r,. Zl)cilr,tr l'f(^irt((, J()S

Britlsh Perfoleum Ltd. (BP) (LK)/SINOPEC
5l\()l'l:(- \ill tflnsler il: l-l', slrk( ii its.rr(li( .t(id i()inl
\!nlor( \\ illr I|l' t() (l\l'(l i ()l:t

lsabery Rapid (sweden)/shanghai stationery & sports coods
Corp.

I1)lr])(!l t(iinl \cnllrr( ii sl!r[gl]lr l(, rrrilnulil(]1[c r,lilplra irn(l
\lrl)l(\. (S\\r(l('n:;l', l'}lt(;:.r()',,) 15l8 rr)rlli(n] i 98.

NEC Corp. (Iapan)/Hua Hong Inte8rared Clrcllr Design Cr.
ud. (Beiiin&)

Ii)rrr)(rl i()inl r(nturr to d(siltll:ln(l nrerkct rttii. txr rrnputcrs
:r (l r(htcd nli(rochip pr{xlu(Is l.lrl)rn ({}',.1)llc:.r011,)

Sio r)rilli{)n -l 98.

4a



O?I{EB

Clncom S)stefiLs, lnc. (tlS)
\\'ill ( )peo :r r( lm \cltrti\'( ( )lhcc in SlLrrglriri. 5 ()t'1

Irtel Corp. (US)
Will ()[xrn xn Intcrnct tcchnt:log| rrscrrch ccntcr in lleiiing
S;{) n)illi(,n. 5 1)tl

ttIvESTME fS t Cr.rnaA

Asla Parciffc C-oncrete Inc. (Canadaycuangri Youiiang Water
& Power Development G)rp.

li)finrd i(rinr v(rrrrrr( rn (;ulngrr Prl)\'ilr(c lr) I)r(,(luae n.rrl\-
rni\ c()ocrttc li'r Ih( lliri i (l.inr pr()lc(l l(lirnrdr.;5'r,-
l)l{(: ri",,) shi(r(xxr i ()11

Eaton crrp. (Us)/shan8hai Pudong va.lve Factory
Alrnouncecl i()inl \ untLrrc l(r nrrnulir( lurr ;lnLl nrxrkcl
]u(nrr()Ii!c (ngin( \'irhes rncl hrrlnrulu r'ulr( liticrs tirr thc
I)R(l orarkcl. (t S:i;'r,"1'R(:,15'ri,) Sl5 nrilli(n. r 98.

Povertnlslon 2000 (lls)/China Natlonal Machinery &
klulpment Import- Export Corp.

Iinlne(l j()inl \(rrlrrr(' l() rrrirnLrla(luR' irn(l rtlrrk(t c(xnp():i((
Lrlilil\ p()lcs. r 9lr

slam Crment Group (Thailand)/Tianiin Bulldlng Materials
C,eneral Crrp.

.\nnouncecl i()inl \(nlurc l() rrunuli(trrn pilts Inrl P|C pl:r\lk
|)r sxnil:lti()n ((llrrl)nr(nt { l-hrlil:ln(l_5","1']R(l -li'r,') r 9u.

OYHER

The lvo d Bank
Appror'ul l<[tn to thc Si(tLrun Cils I)cvcl()l)rD(nt xn(l
(})njicnlti()n l)rojcet iirr ptrrcltese of u nurlrilc hytlraulic cnnr:
I 9ll

Environrnental Technology
iln(l EqLriprnent

sirtcFrench u'ater Developmertt, a i()int venrure betwcnen
suez Lyonnais(. dcs Eau-x SA (France) and Nes' Y'o.ld
Inf.astructure l-td. (Ilong Kong)/Zhongshan Municipal
covernmeol ((iuangdong)

Iirl((rl ir\t,) t\1,.,11-\(ur ll()l ,r)ntrir(ls t,) trk( ()\11 ('\istrrrg
t rtrr supplr lrl.rnti rn Zhon{:lr.rrr rrlrrri( rI).rIit\ { l l( nr!
K()n{:(nr' ,l'll( tt ) 1 9li

OTHER

I.yoniaire des Eaux, a unit ofSue, l-yonnaise delr Eaux SA
(France)/Qinghua tlniverstty (aetitng), shenyang lil.stltutc of
Environmental Science (Liaonlng)

L\(,norii:( \\ill lln:rnr'c Intl ()th('r,).r,1rrLr\ \rill crlrr (,ul I
rc\(1r(ll I)r( )l(\ l lr i i(lrnlil\ .rn(l ,rli,rlilor s(,ur( (s (,1 \\ ul( f
lrrllLrturrr rn \lr(.n\,rng. l.i.n)rrrrrl.t r r)l'l

C,oveflmenl of Hong Kong SAR
\\'ill Srirnl l().rn l() (;!r:r!(knr( I'r'orrrrrr'ro l)lrrlcl :r cl,r:trl
ruclLrtrlrut IrrrrrIing sr5lrnl. \Jl); rnillx)n J 9u.

The world Rank clobal Envirotrnrcnt Facility
(lrilnl((l Irirn l,n (:llirrr \ Iir(rg\ (.,r]\('r\:rlirnr I)r()[(l l,) r((Irc(
te xrn riroxriI trrrr.s,(,rrs SSi nrillr,)rr I ,)S

Frxrcl uncl Fcxrcl l)rocessing

t vcSTtvtEatTs t cHt a

sapporo Breweries (rapan)/NA
li)fir(ll i(nol \t.nlLrf( lnc\cn irr.li"rng'Lr I)r(^'inc( r ')f'

Chuang Ye Bretery (k. (Hong Kong),rtltn 9)ng,'uan Food
and Pharmaccutlcal lndrr$trial CI)-

I:strhli.lrr'rl .r ir)rnt \(nturr lxcrrrng rorrpenr ur.lilio l)rorirrrc
(lknlg K(rng:()l)' -l'l(- ll) ) I9li

Machincry ancl Nlachine Trxrls

rivE5?rlCXt5 at <Htf,a

Phoentx AG (tlS)/NA
Fornrecl joint \'!rturr in Sl nxi I)r()!io(L t() nlrnull(Iurc
<rnlcyrx lt.lrs. ( t lS:()()'rid,R(l -li,'r,). r 98

SKF AB (Sweden)/wafangdian Beartng Co, (Liaontng)
Sel up i()inr veDrur(,k),lrinuf.l('tu( irn(l rrrllrkcl spllcriJl r)l[r
l)drin!l\ f()r lh( nlining. pulp. ro(l lliln\l)(11rtx)n industflc\
(S\edcn;1",-l'jl{(:: r()ri,} 52 i)ilh(n | ()8

Toshilra Corp. Uapan)
Ileceilccl ;rutlrrrrizrtion t() estrl)lisl) u s holh rxlnrd sLrlxi<li:rn
in Shrnghai r() s(ll irs nra(hinc ()()ls:rn(l injc.ri()n r)1(rld(rs.
$162.000. J 1)8.

i\IrcliclI F.cluipmcnt rln(l I)evicL's

t vE3? c Ts t (arr a

Earth Tech (Us),/Qingdao Muni(ipil (k)ve.0mcnt (Shandong)
\\'iil t(n'rir l i(,inl \Lrrttrr( irr Sllrnclrrrg I)rrrrrrtrr. to rortstrLrct
rl!\\ \\iltcr-\ul),)l\ l)llrnl\ r ()8.

Cn vernment of Eritrea/C,overnment of the PRC
Will huil(l r -l(ll)l)r^(l lrospitirl in tl\' Iiritr'('.rn cirpitll (r'Arrrlilllr
.r'()il.

TTto Cltlna Business Reylc|U / /1tl\ .trll6t t,)')\

Enginee ring lln(l (l( )nstrLr( tr( )n

Asla Pacnc Concrete hrc. (Canada)/Tai,,uan Lion Head
Ceorent (sharl.ti)

Vlll cslrlhlir,h ir ioinl \!.ntrrc in sh]r\i l)rr^irxc lr) pr(xllt(!.
rr..rtlr mir concr'ttt. l(:ilnudr _0' 

l'}R(: 1(I' ) S.l 1 11111111 i 9ri

LaFa.rSe Group (France)/C vernment of Slchual Provfurce
\\ill jointlt l)trild rr tcrrtcrrl prr uttioo [l(ilirr \irl) ]n ]nnrrill
r..tpacitr ol- l.l rrrillrorr ton. Sl ri nrillr(,rl l ()li

Chcung Kong lnfrastfucture Holdings (llong Kong)/
C,ovcrnment of Hub€l Ptovince

lir( rs(l intr ) tr )irrl \ ! rrl!rr( l(, ( (r'rstr((1 .rntl oPtr utt l Irrirlgr'
in \\irhirn. Ilul)(i lr()\rrr.( (tl{mgl'(nrr-(f', 1'11(: Jr)" )

)(,1rDilli(nr J ()ft

<taa a.t t tPoiTt

Quanterra Co, (Us)
\,ill pr()\ ide rir rn(l \(nl tc\tins rquipnrrnl l() lhc Chim
Envi()nnlcntlrl kicn(c Aairdcr)t\' .r ()11.

OTHEF

oakland Port Authortty (Us)/Zhenhua Port Machine Co.
(ZPMC) (Shanghal)

Nill pur(lrrrr(' li)rrr I'.rnrnfix t\l)( .(n]lirin(r (r'irnes ti{nrt ZP\l(l
sll nlillx)rr r ()r't

C'II A'S IXt,E5'MEf,I!l ABBOAD



r vE5?itEf,t5 t (Hl a

Essilo. Interoational (France)/Songiiaos Indrlstrial (brp.
(shanghai)

Liruncl)(rl i,irtl \!nlur( lr) r l r i r r r t l l l r ( l t r r L ( orllll(1 l( ns('s Jtl(l
r(Lrl((l (\(\(rr l)r,xltkls (li'.rn(( 

')i",'.1'li(15) ) 5SJ Illilh(nl
r9S

\k:tuls. \ Iir-rerrr ls. urtrl \lirtin.q

CXI A'5 IlEPOETS

BIIP Minerdls, a subsldtary of Broken Hlll Proprietary G).
(Australia)

\\'ill .(ll lo.lro(rl(nr\ ()l tipltr .rnnrr.rllr t,) tlrr Stxl( Ilur(rrLr l(n
\onfcn'ou. \l(t.rl. ln(hr\r^ )-rrl)rllrrn I ()li

t vE9?ME t5 t Cltt A

ceo2 Ltd. (Arlstralia)/shui Chuang C,old Reflnery (Llaontng)
Rccciv((l lrll)11^'.tl l(, [runclr rl joint rcnttrr'r goltl rccovell' Ilrtnl
in Lir()nin! l'r)\in(c. (Au\tfllir;1", Plt( t()',,) Sl.J nrillurrt
r ()8.

C,eo2 Ltd. (Australla),/Hulu Dao Mlncli (Llaoning)
\\'ill t:tll:lish r i()irlt'\L.olurc ()tu rclin(n \ilh r chih r.rDrrrrtr ol
ul) I() 10{) l()r1\ i,l ()\i(lir('d (n1'. (,\tr\lrrli.r l(}',"1'R(: il ,') I ()ti

OTHEi

The Export-Impori Bank ofJapa[
\\ill fioilrl(c Ilr('(rnrstru(ttrr ()[ r \l(rl rtlrtntllitcluring l.krln! in

I{ehcr I'r()!in(e S.th lt rnillion. r ()8

C,eo2 Ud- (Australta)
()penecl rcprcscntillivt olficc in Shcn1'rng, Lironing Pr^'ina!
{/9iJ.

I)ackaging. I'ulp, ancl Paper

rtvEstMEittS tx <Lt a

Agip Per.oll. a branch ofENI SpA (Italy), Haikou Rcfinery
Ltd. (Hong Kong)

li(.ci!((l .rl)l)r'r)!'.rl t() (slrlrlislr.rrr ()il r( hnrn, ln llirrrl.rrl
l)r(^in(c rr illl :r n :rnntrll t:rprriin ()l () nlillxrn ntcll'i( l(nl\
(ltirlv irIr,, IIo B Rrmg:ill',) (ll) l)rllilrr. I 98

Mond€ Group LL]C (US)/SINOPEC
Sigrrrd .li rcJr c(rnrrd lir'((x)l)(rxli()n tr (,il rc(()\'(n
pfl)!turDs \\ ilhin Chinr. J ()8.

OTHGR

Total SA (France)/SINOPEC
SI\()l'|(l \ill rrJnsti,r ts ll -" slrkr in ir l)rliln (,il ,!linc^
,r)int \(nlrrrc \\(h'li)tll \.\ I() (l\l'(1. -l 98.

titvEstMEtrTS t al.rna

Nichimen (lorp. (rapan)/North China Pharrnaceutical Corp.
(Heb€t)

()l)cn(al trnol rtnture to rn.rnrrlu,rtu.( srnli-.vnth(li( rnlihi(nr(s
(.lrprn:J r ',' I'R(l:r(t',,). Sl(l.r rrilli()rl. l ()8.

l)orts entl Shipping

tf,YEtt Et?5 li <Lrxa

Asian Paper lndustrial shareholdLng (b. (singapote)/Ningbo
Paper Industrial Irrvestment Co., Ltd, (Zheiiang)

l{c(ci\c(l .lIl)r(^irl l() IxLrn(lr.r IrrrPL.rlrrrrILl prr;tlutrirrn toirtt
\(ntur( \\ illr .rn .Irnrrrl (:rl].(ilr,)l I rrrilli()r1 t(nls.
rSingrrP,rr-i -l'R(::i' ,) Si i billi,,n i()ri

Nes Toyo (:ortulaated Producrs Ptc. l-td.. a unit of Nee' Toy()
International ll(rldings Ltd- (lapan)4iangsu Liao ToDS (;r()up
Corp..Jiangyio sugar, Cigaiettes & winc Corp. (Jiangsu)

li5trl)li\lr(,(l i,,rlt \('rrtLrrr I() rrr.rntrl.(lrrr('.rrr(l (li:lilnrl(
.rnrlg.rr.(l lrr\.\.rrrrl pultr lrrorhrrtr rrr (ilrirrr. (.lllPirn(rl) ,

1,lt(lr lr),) \ \ ; llillt{ )lr .J 
()l.j

x€rox Corp. (US)/EAS lnternatlooal T.ansportatlon lrd
(Betitndl

()l)rnrd r i()int pnnting ccnler l() prrxi<lc cirunrent scnicur in
Ilcijing. -'i 98.

l)ctrolcunr. NlttLrrrtl Gls.
lun(l llel:rte(l Fk;tripnrcnt

ctatta's ExPoi?5

l\,undai Oil Refitrcry Co. (s. Korea)/CNOOC
IlrLrnclui wrll lrl)(r I I nlilli(nr lrltrrr'ls ol crLrcle oil rrnnu:rll)
1]1rn (;N()( )(i t ')ll.

If,VE'I'MEf,T5 I CHIf,A

Halter Malne hrc. (US)/Taisun Shipbuilding Co, Ltd.
(shandong), Yantai shipyard (b. l.td. (shandong)

I'r)nrr((l t(,irrl \(ntur€ lo ((xr\lrr(l .rnd rtt:rrkct n[rrrnt' r't..r'].
rirnging lr()r)r tug lx):rts t.) (,11.'lrorc (lrilling.igs i ')1"i.

Power Generation
Equipment

Korea Electrlc Power Corp, (s. Korea)/Qinshan Nuclcar
Reactor Plnnt (Hubei)

U ill scll it' nr)(lcrr r(i(t(,r t(,\r ()l)('rxli()n technolrgr t,r
(Jin.lr.rn Plunt r '-tt+

westinghou.se Elecric Corp. (tls)/China Eledric Power
Imporr-Expon Corp., Henan Provlncial Elecric Powcr Crrp'

$ill irrslirll l$() J5ll \l\\'ln)\(r r]c (rlrlinl.a urli(s irr ll(nirn
I'}r1r!'in((' Sl()r nlilll(nr. I ()s

Tlr. Chilfe Bu3incas Rcvicw / ltll lttt|'t t')')\

I)ha lnr:rccrrt icrtl

O'HTF

PSA Corp. (Tha and)
Opcn(d Rl)rrs(ntrtivr rrlficr irr l)itli:rn. Lir()ning l'r)r'in(c
1 9ti

zim Isiael Navlgatioo Company (Il() g Kong)/shckou
Container Tcrminal (Guan8dong)

l{cr,.irtrl.r11r|orrrl to conLhrct sc(klv'ltrI)ping s|nr,.' lrrrrrr

\lrrk,)u. (iurru(knrg l)r{)\in((. t,,llR Ilr(lricrrirn(urr r ()l1

<Hllra'|l lMltolTS
Mltsul Babc(xk Ene.gy Lrd., the Brltlsh unit of Mttsul & C-o.

(lapan )/shandong Zhonghua Po$'er Co.
1\\.rr(l((l (,nltrir(t to in't:rll Ilrrr(r lrrrl(l (qtripnrtol rn l\\()
r'r,rrl lirtrl 1rr\r'r .trtirnr' in 5hrn(knrg I)r(^'in.L Sllrrnrlli(,n

v)



I VESTlEE TS I <HI A

creenwich Natwelit (tlK), lndustrial Bank ofJapan, Soci6t€
G€n6rale sA (France)/shandong zhonghua Power C,o.

\\'ill t()inrl\ (1nr.llLr(l(l('(1ri. p(x\(r I)[ll]r\ in Shirnrirol.l
l)r,\inr(. cr(lr \illr.r,r ()Lrlln( rirl).r(it\ (,1 .l ,rlilli()n k\\'.
!lil)rllirin i9fi

IDM Energy, a subsldiary of IDM Envi.onmental Corp.
(tls)/Hebei Qtngzhang Huada Heat & PoEcr (brp.

li).nlc(l l()int \Llrlrre rn Ilrl)ri l)r1)\in(r t(, (lL'\iitn, c(nr t|u.t
.rnrl r1'tr:rlt'rr I(rl) l\\'h(ul unJ prxrcr lrlitnt. Sl20 nrillr(rl

Alliant (Us)/Tonglang JunenS Heat and Pori'er Co. lld
(Zheiiang

l:nt(r.'d int( ) i(,inl-\ (nlurr l1 ][\\' clc.triL rr)d \t(ilm-gcnrrxlinF
p(x\rr plrnl in Zlr(iiiLng Pr()\in(c (l S:;(l',Fl)R(l i(I',,)
lr'l r firilli{)n. r ()u

Electricit€ de France,/(lhina Light & Power Co. (Shandong),
Shandong Electric P(rw(r croup (i)., Shandong tnternational
Trust & Invesmefll (brp,

\gr'ttcl to lrtrrltl t\() tll( rrill rltitnr p,rscr'.t.rtrrrn'
ll'f.rn.u:lr)()'.-l'jll(.Sr r ) il.llrllrrr r ()ri

Nrw Wo.ld Devclop.N.nt Co. Ltd. (Hong Kong)
1((lurcll .onlr()llrIl! inl(rLst in rh( (:irr)\ulrn l)(^\(.r'|lunl i

\itlrtr.rn I)rrrrincr' (l[)ng K(,nSil " l'lt(.:r()", ) r 9S.

.{BB AG (strit"-erland)/Chongqing Trxrsf(rrmer works
l.,rrr...l r,,rn'rr'r 'r., ,, rr.rrrr.Lr, r.r'I,,sr'r ".rrr.t,,rrrrq,.l.,r
ulilrli('s .rrr(l Ir!lLr\ln.rl ( tr\l( nn(I\ I r)tl

Environmental Power C.(). Ltd. (Arlstr.rlla), Great Pacific
Flnanclal Group (Ausr.alia), Prospcrous Corp. Ltd"
(Arrstralia)/Tia[iin Environmental Englnc.ertng Desiglr
Iilstitute

\g|r'etl to lrurltl .r Po$rr pl.rot th-rt gcn(trt(\ (lratri(it\ fr()nl
8.rd)rgt. S r5 rnrllr(,rr t ()s

(,THER

ADB
Ap|()\'ed krin ftrr tlt(' constnrction l)f x lll) ;U\Ir el.'clric p()\\'er
phnr in Fuiian I)r()\nrec. Si6- nrilli(,n.5 9li

The Vorld Bank
A\ unlctl kxtn t( ) th(.lirngstl P()\\ cr'lirn\rrrisr.ir m Pr)ir(t li)r
inlr';rstnrc'rurc, clrrr,loprn(,Dl S250 nrilli(,n J ()s.

I)x)l)eff\' iVlunugcnrent 1rn(l I)cvelopnrcnt

t vcSi EiTS t <Ht a

Pan Aust alian lntcrtrational Inveitmcnt (Au"stralia)/
Zhonghuan lnvc"itment Dwelopment Croup (Shanghai)

Srl up i(iint \(ntLIr lo llnlrn(( irn(l {(nrslrLr.t lr rcsiclcnturl

lx)p(n\ (l(\(l()11ll]u1l sn( irr Slrirnglriri :J\8('() tillxnl. J 9u

OTHEF

lr.Salle Partners Inc. (US)
( )p(ned ()mrt in Shungltui tt) offtr rcrl (\t:ltc xnd consullinJ,l
s(ni(c\ l() rDLrhjrrxti()nril a( )rp( )r.ltj( )n\ r 9lJ.

'l elccornrrrtrr.ri('lrti( )ns

clrrara's rnnPoits
Motorola lnc, (US)

Y ill sr pl)ly l r\l(lo'\ \\ irh rD( )r( rlun 100 nucllur, t[r1sr)ltrcrs
Sl Inilll()n. 5 98

Oy Nolh AA (FL and)
\t ill rlclrr cr unrl rg rrrd digrt.rl \\\ rr( hinil pletti rlnrs to tlrc
lll(linlr I)(trrcum A(lnlinistfirli( rr Ittllcxu 5 t)l].

Glenayre Technologies Inc. (Us)
Rcceivc(l crrnrll(r I() 5uppl\ x l)r()!'incc-\\'rdr. high-s1tcd
prging nttrr ork in }l.-ik)ngiiirnir l'ror incc. Sll i nrilli(m 198

LG Information and Communlcations, a unit of lG Group
(s. Korea)

\\ill pr'or irlc wir'elcss Itul l(nrl) (U l.l.) lcleving sulrsystt rrrs und
(\)nlr()l unils t() (;urn,ld(xrg l'r^in(.(. I'l urilli()n. r 1)S

LM Ericsson AB (sweden)
Reccivcrl contr:rrts lirnr) thc Ilcil()n8ji:rng l).\'f..lJngsu l)&1.
Lii()ninil l).\'1, uncl Slrangh:ri I'&'l irdnrinrstrxli()or' lr) (\Fn(l
e\isling (isll cclhl:rr nets'rrrks S-i6 nlill()n. .l 98

I"\I Ericsson Tclcfon AB (Swrdcn), AB volvo (Swcden)
\\ill sLrIPli lrrt .trs ot tr[plxrnt r\(l)irni]c rquilnr)(rrl lrr \lll

Motorola Inc, (Us)
A$irdcd (on(rJ(( () cxpin(l lhc (;sll (ligitel acl[rl;rr ncl\\()rk
io,lirngsu l'()\'in(e. S12 llril|(rr. l r)s

Motorola Inc, (tJS)
vill rnsllll \l .cll hise sluti(nrs lrnd,:xplncl thc rlLrul lrjnrl
nctNrrrk in llunrn I'r()\ in('( Sl05 nrilli(,n. + 9u.

Oy Nokta AB (rhland)
\\'ill clrlirtr syn,,Jrnrn()us digilrl haljrxrcll\ s\'st(nls l() lh!.li]o
Unil ()f (lllinr'lrlccom i,r.Jilnsxi l)ft)\'ince. l t)tt.

Oy Nokta AB (Finland)
u'ill l)r(^ i(l( lh(, Shanghiri l).\'l A(l!r)inisttution Nillr r (llrirl'l)lI](l
(iSIl tr.llLrl:rr tclcDlxrnc ncr\\1)rk Sh(l nrilli()n ] ()u

Sarnsung Electronics Cr. (S. Korea)
$ ill \Lrpl)h r)prr. fih(.r lnrpli6(r5 r() thc \\'Lrh:rn ln\lrlr(c in
HUI)(r I)r1,\rn(( Sl nlill()o l ()u.

SanLsung Electronlcs Co. (S. Korca)
\\'ill p11^i(l! (:h(nl.l(linS nruni.ilulin \ith r \\irtk'ss Irrrl Lxrp
sIsrcnr lrrrs('rl on l(icirliz((l (ll)\1,\ r(.(lrn()li)g\ r r)s

Si€mens AG (C,ermany)
\\t)n (rrrtr.r(t t() pr(^ idc tclc({rnl]rrnicrtk)ns s\\'itching
cxclungr\ () l.u cirics in Chinr $sl) nrillr()n. r 98

vavePhore lnc. (Us)
will d(li\cr virirhle hit nte. ficqocn.v Jgile dltl l:r<xrd(lst
recci!'crs l(, Shcnzhcn Securitias Sxtrllitc Co,Imuoicxti()ns (i)
in Gurng(k)n,t Pr)rincc Sl n)illr()n { 98.

H,,brid Nefworks, Inc. (Iapan)
Itcrirul orr[r ifirnr L]runJt:/ln)u (.r(l\ in (iurngd(nrg l'r1^'rnc!
to 1xtrrI rulrlc nn)(len]s rn(l h(r(l'(nd rqrripnr(rrl J 98.

LM Ericsson AB (Sweden)
\\'ill lTr(^ irl(] th( Sll:lnllhri I)Nl .\(LDirli5lmti()n \\ ilh l
.ornncr(i.rl (;Sll IiJ(xlnr(\\{)rk S6r rDillir)n J 98

?te Chlna Bujlncs. Reulew / lttt trtrt't lt)t)\

HeDderson lnvestnrent Ltd" (Hong Kong), tlnive.sal Studiqi,
a unit ofJoseph [. Seagiam & Sorls, Inc. (tls)

\\rll lrrriltl :r l]rrrl\ (rrt(nJrnnl(nt ({nrl)l('\ irr l}citirlg J 9fi

5'l



Mororola Inc. (US)
\\'ill nr*:rll Ikrll ((nInrurli(lrtx)n\ l)irse il:lti()ns in l ixniin
nruni('iprlit). S rJ rrilli(xr. J 9t{.

NEC (Iapan)
$ill scll digirJl ()lni.-liher rnrnsn)is\i()n cquipnrcnt k) (:hinir
'l(lr((nrr l().(nrnc(1 tl(rllxn. Inncr trl(xUr)lil. nnd llcihiri.
(;urog\i I',()r'in.c Sl3.l nrillion. I ()8

Qualcomm Inc. (tjs)
\\ ill supplv rlrc tl(iiing l'.*T Ad,ninislruti()n wilh infr:rstnr(turc
ln(l slrl)s(ril)(r.qUinrncnl. rn(l (lrpl()vorcnt sen'ices li)r :l \x't-l
oct\\l,rk. J 98

I VES?MC I' I <HIITA

Asia-Pacifrc Mobile Telecofirmunicatioos (Singapore)/China
'Ielecomnrunicati(rns Satellite Co.

l,,||rr1l t,'rr'l \( rJ |n l,, l\1,\ r,1, L l'1, {rl,rrrrrlr(.rlr',r)' \('r1 h ('\
li,r \si.r (\rrrlirlxr(:'\1 -l)ll(::(n) ) 5(); rnrll(nr i')li

lirightpoint lnc. (tls)/Guangdong Nanfang C-ornmunication
Group (brp.

llstulrli.lrul i()irrl'\(nlurr Llislrilnrliott rttttcr irncl rcliril \l(n1s iiI
\\ir(l(,\\ ((,rrlllrurr(rti(n l)n)(lLkl\ .J 

()tt

(,TIIER

Philips Cnrlsumption Commu[icatiorls (Us)
Il:tulrlislrrLl rrllics in Iirzh()u rn(l \rxnrrn. FLljixn Pr(^in((
I qll

()y Nokia AB (Ftnland)/China Post & Te kcommunicati()ns
tlquipment Corp. ((IPTEC)

(lr.rnl(d ( l'-ll( rrlr,,le..rl(.rn.l r(r.ril (I\t,il)tIlion flglrt\ l,n tlr(
..rlc ,,1 \, ,kr.r . lir,,,rlLttt. rr (.hrrr.r I 9s

Te xtiles rncl At)parel

E.I. du Pont de Nemoul*r & (ir. (tls)/China rtr'orldbc-.tt
(shanghai)

1 )p(rr(\l tr)inl \cntur( 1rr \lr.lngl)iri l() n)Jnul.r(lLlrr'.\rrrll(liL
lrl\'fs ll S:ri(r.al ,'l)ll(i:li5 ) hli)0 rnillr(nr .{()H

Iknetx, Ltd. (Japan)/NA
Sct l) x l(,int-\'cnture ('rnnp.ln)' in laiain..liiigsu l)fi)rincr. k)

PhrclLrt! plntvhrxe. (.1:rpln -ll)t' l'RCr.l{}r,,) Sl.l.i nrilli()n. -'t 98.

'l)'lr nsportlLtion

CHI A'5 CXPORTS

Cnnadia0 Aeroopace Group/ltarbln Aiiciaft Manufacturing
(b.p.

\\ill ILrrrlLrrt l(ll) \'ll I\ iri,(rill o\cr llr('n('\l li)\(.l|5 r ()lt

CHI A'S I V'STlliEIITS AAFOAO

Addis Ababd Road Authority (tsthiopia)/China Road and
Bridgc (l()rp.

\\,,r ((inlr.r(ll,r lnul(l .r ta krrr ro.rrl .rrrLrrrrl \t[lrr.\lr.rlr.r
sr)_ I rrlrllx)rr 't 9rr

Goverlrolent of Iranlarcvcrnnrent ofthe PR(]
\\ill (r)rr\tIrtr u ILrlrlrt rrrilrrrrv lrirn\il \\'sl(Ir Ir'lil]rir)
riiitlllilli(nr I 96

rf,vE3f MC ?5 t <Ht A

Honda }Iolor Co. Uapan)/fkrngfeng Mokrr (,()rp.. GrEnFhou
Auto Group Corp. (Guangdong)

5rSr)((l .rtl(('rD('nl\ lr) s(l rrJ) I)r:s(ng(r \(llr(l( rrrtrrrrl.(lrrrrrl8
irr(l rrr,lrl(1ing lir.ililrL\ rrr (,Lllrrg(tnr!t I)r(^in.c i'lllrnlil1](nl

KE(x)n chung Bus Holdings (Hong Kong)/Shanghat Public
Trarlrponation Holding (l).

li,rrn((l l,)rnt \iJnluI( in \lr.rrlltll.u I() oP(r.rl! lrlr\,1)rrl(\ (11(n1g

L(nu i1',, l)lt(;.r-',,,) \l r i rrrillil,n. 5 9ll.

Rolls'Roycc PIrC (LiK)/Aciiing tiniversity of Acronautics and
.{stronautics, Naniing thivcniit} of Aeronautics and
Astronautics Uiangsu), SheuyanS Aeroenglnc Rescarch
lnstitrrle (Ila()ning)

llrtrrlrlrslrtil j()int \rnlLI(\ l().(nl(lLrtt rrrc.r(lr ort lLrltflcrtrn1l
orlr. urr'.l]rrrt lut'l inirr't,,r'..rrtil l.rrtr llrl,,rr rrlttr.rrlrolr' \itlr
Irs-prLr.Lrrt errrrtprr.\rn] \\ \l('rrF r ()s

Sicrrrcns A(; ((krmany)/Zhuzhou Electric lr^-onmtive Pltrt
and Rcseaft'h lnstitutc (llunan)

\\ rll l( )l]r t( )inl \ rnlur(' rn I ll rr,Lr) l), ( )\ ir]( ( 1,, l)url(i .rllrrnrllrng
(rLll( r]l tr.llr\rnrssi{nl tr,r,rs \i(r rrllllir)n I ()i.

TRw Inc. (trs)/Ningbo Yongxlng Automobile ParLs Co.
(zheitang)

li)rnr(l li)inl vtrtlLr'( (() flttnulJ(ttrrc lLr()rtt()tr\( lxnl(ntr5 tn(l
rnir(lrnr'nn)l(led.(n)rp()n(nls (l s:-at',FI'R(l J(l',,) I 9li

I VE'TISEI{T3 I CHI A

E.I. du Pont dc Nemours & Co. (tls)/BetitnS DaFan Noo-

Iin'rn((l i()inl r(rrtLrt( tr, prr [lttt r.' \lnrnlx( (l 1lll)rts ([ 5;lr".
l'R;il) ) Sli rrrillion. 5')ll.

Polymer Gr(rup lnc. (Us)/Nanhai Nanxin Non-wovcn Fabric
(lo. Ltd, (Guaogdon8)

(]c.rlL1l i,,rnr rcrrtLrrr'lo uPsnrtlc lr( t, )n' (qu ipnrrnt ;lnd
r.rPuntl l)rrrlLrrtxrn ()l \PUn p()l\nr(r l('\trlrs r i)8

The (hlrE Busincss Bcvicw / l,lt .1t.rt'1 ltr),\

Nixxo Tele\:om (S. Korea)
\\'ill sLrtplr \lll \\rlh 20,oo() lNlr \\.r\ I)irlll-l5.
)J rnilli, nr J 9S

NsI Communlcatlo0s tnc. (Canada)
\\ ill \rll \rr(llir(.(.rah slllti()n\ xn(l rcl.rlcd equipfllcn( () tllc
(lhinJ Instrunl(nt h)rp()a L\p()r1 (i) li)r lhe (\pirnsirxr r)l l()n8-
disl:ulL'( lrl(1(nrur)L[ri(rtirfis rn I il^-1. S(,.] nlilli(,o. a ()lt.

Slemens AG (Gcrrnany)
\\ix1 ((n)lrr(t l() c\pilnd tl)c (isitl n(l$()rk in Aohur I)(^in(r
$iJ6 nrill(n. J 98

EMCEE Broadcast Producls, Inc. (US), Superior Group Inc.
(rrs)

l;ruo(h(.(l t,,irrt \rnlure c(rrlpiln\ in (llrr'nqdtl. sr(hurn
l'jri)\Ir((.lt) l]r.rnu|r(tLrrc $rrtlrrs r..rlrlc pr(xluds i 98

lveco, a unit ofFiat spA (Italy)/(lhanFhou Congilang Bus
croup Uiangsu)

\\'rll L.strrlrlrslr 1r joint \(1rll[( in.,r.lni.l\u l)r(^ll)(( l()
fir.llrLrl.l(lur( lrust. tltrrh ilr '.l'jli(l:i(t',) \11_lllllli(n r r)s.

Tokico Ltd. (fapan),/Fhst Auto wo.ks croup C-orp. Oifin)
\iill \cl uP t,,int \(nlrrr( in (lll:rng.lNrn..tilrrr l)l1^'in.( lrl
runu|rttrrr( aocl, rk(l.h(xk rl)s()rl)crs (.1;rpirnr.l()' -
I)lt(.:il t S-2nrillxni r()h

52



o.rtaEB

Au,itrnl Paci-fic croup Corp., a subriidiary of Clifford Co.p.
(Ausrftrlia)/(:hina National Hea}}' Dur) Truck Co. (shandong)

.\nrt,,Ltnr'r'cl r['.rl to .lr,rr r' r o.r, lr .Lrrtl r lr.r.'r. ltLrlL]rnll
l(( lrr, ,1, u\ tr.rirr r'nLrnu r'.. .rnrl r'll \Lr.tr:rlr.rn lnr.c' rn (.llrr.r
\ ll- rillx)rr i ()S

N{ isccllu nt'oLrs

<lrr A's ExPoBts

<HI A'5 I l,E'TMEf,T5 ABROAD

Govcanmcnt of Cuba/Governrncnt ()f th( PRC
,\ltr(1\l l(, in\r.l in ricr' Prr r,.ltrr trorr. ((l(krli,)rr rnlil'trrr(ttrr(..rn!l
lr\(lro(l((1ri( l)rr)ic.ts in (lulrrr. rl() rrrllx)rr .l ()8.

t vcstinE Ts tx <Htf,a

Dl€thelnr co. (switzerland)/Chlna Intcrnati()nal Tiavel
service. Yunnao Tr"avel Co. Ld.

l{(\ ! i\ ! !l .rl)lx( x ul l{ ) r\lrl)li\lr .r t(,rnl \ ( nlllr! lrir\ rl .1nrrl).lrl\
t:r rtzcrl.rncl l') -PR(-il .) \l rrrrllion ; ,lti

HeaNr Corp. (trs)/Trends Rrblishing (i). (shanlBlBi)
\\i,rl lr((rr\c l() pLrblirlr r-i,iar,7r,,/itrrrr rr.r!.1/rnr' rrr (ilrirl.r. I ()ri

OTHEB

llll,r()is lflstitutc of Technology/Shenyang Institrtte of
Technok8!' (Liaoning)

\\ rll '(1 u,r.r ji)inl c(hr(.niixr.rl I)r)rrillll lo tr.rirr ( hinc\c
r.ur,lg(r\ ilr lll.lrk(trng (i)1r\UI)(r [.e,rrrlr. rlLr.rlitr r,,rrlr,l..rnLl

.l(hllrnrrlr.ltr( )rl I L)s

Interlatiorul Finance Corp., a unit of lhc vorld Banvortunt
croup finance (b. (Heilongiiang)

(;r.lr)t(rl l():ll1 tlr ()ri(rrt (lnrul) l(r'Ir\c\tIl(lll Ir lnla.rrtnr(lLll(
rl(.r|l(Prrrtnt ln('l((ls. :Jo Irilliorr J ()l"i

china Businesi Handbool . . .

DISTRIBUTION OF GOODS IN CHINA:
Regulatory Framework and Business Options,

iune 1998

A US.CHIIUA BUSIIUESS COUilCTL
.} .k .} specrrr- REPoRT) * *

Distnbutron rs one of the most dificult aspects of workrng
rn the PRC. Based on hundreds of hours of on-the-ground
research and company interviews, this report spells out the
regulatory environment and offers insrghts into how com-
panies are successfully managing thrs critical aspect of their
businesses.

other Us-Ch!!!a Business Coun(il reports include:

China and the WTO: A Reference Guide,
November 1996

China Venture Advisors....

Eastman xodak Co.

The Economist Conleren(er

Harbour Plara Hotel-Beiiing

Harbour Plaza Hotel-Hong Nong. . . . .

,lerald franslation

Hong fong Shanghai Bank

MitruiOSfLines.....

Shangri La Hotel-Pudong.

thenrhen Choway Advisers. . , .

US Corporate Practi(es in China, .,une 1996

Order these publications (S25 for Us-China Business
Council members, $75 for non-members) by mail:

MAKE CHECX PAYAALE IO
The Us-China Business Council

1818 N Street, NW Ste. 200
Washington, DC 20036, USA

OR OROE R ONLIII€ AI

http://www. usch ina.o rglcbr/spec ia l. htm I

POtlttof,S wa tEo

I s-(:hirlrt lriirr((l liltttsrtl ettor'rttr sc(kr pr(,iccl $1)rk N\
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-llrc onc vclr llnniv('rsilry' ol tlrt llrrrg
Kong Slxcill Adrrinistrxli\( Rtgion (SAR)

r\ l:r\l .l Pl)n ,.r(l )in8. $lrt'lt tttr'.rtr. it'. tirrtt'
li)r lhe inc\ itxt)lc ([r('\ti()n: \\'h:tt \
ch:rngetll

lirr tlrost ,rl 11. ',rlr,, lrrr' lr, n. rlrrrtt ,r

lrit. lrruullr'. 'lhi:' rini( lil5t \cur. in h,.'

t\\'((n J(,1).rt(\ ovcr slr(tlr(r llcrjrng
urxrkl trult' respcr'I ll(rrg K()ngs irulinr
(nn]', ll(nrg Kongcrs lilnticalll lrie(l t() l.irt
thcir hencls on 1,200 l)cr(cnt-()!rrsul)-
.,r'rl,<l rctl clripr. Lu.lr in,,n Ilr( (lilz\int
I)r()l)rfi\' rxrkct, ln,.l Ilen lirr fivc rl:tr rrl n()n \({)l) l)'l11\"r11
lllir(. tltc c-vcs of tltc *rrrlcl No ortc sltu' the st,rrrrr rl,ttttls
tirrnring ovcr Thailancl. ln<[rncril. rnd S()uth Koreu. :rnd ler|
lirrcr':rst tlrrrt the skrrnr \rrrrld hctrrrnc u ttlrhrxrn engrrlling
rirtLrullr :rll of Asil. \r,u. llrt'
lrc:rr hrs chuscd tlre llrll lionr thc
llirng Scng, tlle pr()pcn! n)rrkct
hlrs cr:rshed. tourist\ :r'( st:l\ing
:rttrrt' iu cllrx'cs. ancl )()tl ('iln t rllt
rrnltlring u'itlurtrt rurcling in tht
n(\t ln()rnings palpcr tltlrt it rvils

tr rntlttttin:ttcd
(,c rl r i,r [\'. H()ng K(]nil hls

l':rred r;rritc *'cll cr;mp:rrcrl kr thc
rrst o[ tht rrSi()n. lhc (Lrrrcnav

ii' \lJI)lc. in llxv thc gr)t'(.rnn)(nl
strr'r'csslttllt' colrcluttt d tltc ftrst
nrultipurtl cle(lion in I'R(l lris
l()n, xr't(l l)ilnks arc solr'ent. \cr.
cflllclcss, Lrnempl()ynlclll is Jl J

1i-1'car ltigh ln<l cxpcctcd to grt
u r rrsc. thr ecrrnonrV sLrllcrcrl
ncgxtive gr)$1h in thc lirst rltlrr-
r(r (ln(l pr()l)lbl\ thc first hulft ol'
lllc rcrr. xnd thr lrr.rhlic s l)rtr'c'
krlir crrnfitlcnte in thc tiril scr-
rit'c Irrr bccn shxk(n (lrrnrilti-
rrllv lrl rcrclltions ol rncdicul
lrlunclcrs. thc chickt.n llu. ancl .r

perr'cir'ccl lnarl)ililv t() lrlrn tllc
ccono rl,' lrouncl. ll()I)g K{)ng's
''lllltu(lr, ll con6clcncc Irlrrlcring
()n llrr()glln(e thxnks 1():'() rnlrnv

lelrrs ol- slrong econ(nlri( l)(rlin'
rnrrncc. is considcrlrhlv hrrnrblcr. llrng Kong. in slrr,n. lr:rs

k)sl its s\\':rllqer.
I[ tl)c pxst vcar hrs ltcn hlrrrl (]n lhc tcrrit()n-\ huorxn in-

llul)itilnts. it's lten cr'cn \\'( )rs( Ii)r tl)( llnrnul kingdorn. lft[rg
Kongs hx ll\gienc nxn'ril()ring sllnrhrrls opcnerl thc rixrr to
lhc u\irn llu. s'hich led to tlrc uuss slirughtcr of or-er l rnil'
liorr r'lrickcns. clucks, lntl gcesc. l\krrc rcccrttlr'. J rcd ti(le" ol'
toxic algle, causcd in pun by lppllling lrvels ol l)()lluli(,n in
IIrc sounh (lhinl srl. killrrl thotrsrrncls ol tons ol lislr
lhr()Lrghoul 1hc lcrril()rJ"\ nsh lrrnrs I irl:rHinc su('h c\.(nls
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rrrsl nlrkr' lhc Il(Dg K()nii Ii)urist Ass(,-
(i:rli('ns n(\\ "ll()ng Kong: (lil\ ol Lili"
cirlDirign J sliclnl\ ha(ler sell.

()rrc lrl\() (llnt hclp hrrt srxrclcr'\\hlrt
tllc Iligh(r p()\\'(r\ rrc thinking :ll)()r,l
ll()nJl K()nll thcsc dlvs. ll icrrrrs rtcr'\
tinr( lh(r('\ u nlrjor'lxrlitic:rl c\(nl in lllc
t(rrit{)r1. tll( lrc:trrns opcn and ([rDl) :l

rr()nlll\ rr'()flh ()l Irin in ir (1ll\'. \\llil( llrc
sl()i(isl]r ()l l)rintc Clurles lnrl thc lll.tck
\\'lrtr'h $lrs iorl)rsssivc tltrring thc lturr-
rkrtct rr'trrrtotrics (it cxn t l)c crxllirnltlrlc

nrrtlting arrtrncl in soxkinr l)(irr lur). thc siglrt ol grrnnics
\ruling throtrgh shin'higlr $.rt(r trr votc ifl Ihe l1lr] L(,gis[rli\(.
(l()lrn(il cl((i()n \ils (l()\\nrigllr jnspirinq (Jn!- c:rn onlv lurpt,
tlrct lrtred tlts tlcnrcnls trr rkr tltcir r'ir i,. dutr'. D()t t{) q(1

tll( ir s()Lrvcnir clcr'tion t lrrls
shi<h coultl bc rcdcenrcrl lirl l
dist'r)trnt:rt a kxal clrthing stolc.
( )nlv in ll()ng Kortg clrn ;rn clu-
ti{11 turir illli} a slropPil]1] <)PPrrr-

tunil)'l
l-:r(n th()Lrgh ll(D! K{)ng l)rs

sccn lrtller clevs, lnr.l nrlt' hc
r[rNn, lhc Sr\R certilir]lv is Dot
( )( rl. A Iil\(iilxting trrtnsli )flnrrti( n]

is g()ing ()n. lxrth crrxronriculll
irn(l Ix,liti( xll\'. \lxn\ ((r)n(nri\l\
lx'licv,., Ilong K()ngs e((nn)nrY is
lrt ing rr ;larudign shili. lrut thcre
is ,l{) ('()ns(nsLts ls t() \\'llJl thc
r'rc\\' I)xtu(ligm u'ill he or lros thc

: 8r)vernorLnt ancl citizcns slrorrkl

! rc,spor'tcl to ensurc t,lc lcrrikn)"s
] Irng-ttrm prosperitv.
i ctn thc. socirl ancl poliricul
i front. rpinion polls rcvcll tlr:rt

! thc n)xiorit\ ol thc populrrc is

i satisficrl sith Chinxs hrndling ()l

I Ikrng Kong rhus l'ur. l\rt is less

I errntent $itlr ils oNn polic'rruk-
i crs. ln l:rtc \hy. lft)ng K(xrg.iti
, rcns al((lc(l r \1x'Jl nlin()rilI ()l

i politiciuns rlho uill lre nrrr'lr
l; nl()rc JssL rlivc in qucstir)ning

g{)\'r.rn runt ProP()sxls xn(l Prc\s-
rng tor cltange. rrhethcr it lt'l lirstur pace of clcnr({ nrt izul ir n'l
()r l)r(xir.ting \\r)rkrr\ riglrts, thrrn lllc {)utgoinli pr()\'isi()nxl
Itgisluturc. Thc rc l l(sl ol' tltr. "onc (r)unlr]'. l\\1) stslcn)s

l)ol(r is ir.rst l^-ginning. il vcirr Jlicr lhc han(k)\'sr. [i)r ll()n8
Korrg. tlrese arr-- intlcctl inl(tu\ting li rcs-bul thilt crn lx'r
hlcssing es u'(ll ils e crrrst,.
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Ist Coursc I Ovcr 100 ycars ofservice to and from China
O l3 MOL officcs locatcd throughout China O Multi-
lingual and multinational transportation profcssionals.

2nd Cor.r!C O Erccllcnt intcrnal communication betwecn

China and North Amcrica salcs and opcrations tcams for
seanrlcss supply chain managcmcnt.

Enfilc a Scven weckly calls between Hong Kong and
North Amcrica 0 Two wcckly calls at Yantian O'i7eekly
ca.lls at Shanghai and Qingdao O Integratcd feeder nctwork
covers all kcy China porrs O Vorldwide logistics and
distribution network, including Shanghai Longfei Co.,
MOL (Hong Kong) Logisrics, Ltd., MCS, Ltd., AMT
Frcight and MOL Intermodal, Inc.

Dcstcrt a Srate-of-the-art tcrminals in Shanghai, Hong Kong,

Yantian, L.A., Oakland, Seattle, Vancouver and Portland
O Exrcnsivc global service, which includes a complete Tizns-
pacific, Transadantic, Intra-Asia and lntra-Americas nerwork

For rcscrvetions plcase call: Arlanta 404-763-01I I, Chicago
312-683-7300, Long Bcach 562-983-6200, New Jersey
20 t -200 -5200, Seanle 206-464-3930
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Smllg. tt'r an €rpraSalon on the fac€! of more and more Kodak ator6 ownora ln Chlna.

You can leg two auch amlloo on thg cover ol our 1897 annual report. completad luat betoao

wo onnounced our S1 bllllon 6nt ln Ch la aprlng, lt looturoa two womon

-Zhu Mol and Ou lng ln ott gh6l Kodak Expre66 stor6.

ln 1994, there were no Kodak ln ChlnE. Now there ar6 about 3,OOO. They

aro apalnglng up at ths rate ol thre€ ownorc hovo a blg atako ln our auccea!,

aa do Kodok peoplo. Chlna wao Kodak' eat plcturo-taklng mark6t.

ln 1997. lt waa No.3. And all ln a country where luat l5ol" of the p6oplo have a camora.

Thosg 2OO mllllon poople (and mllllon. more) wlll tak6 plcturoa turthor ln th6 yoer. ahead.

Thelr lnve.tm€nt? The producta they'll tlnd at Kodak Expreot Store!. Yhelr roturn? Smlles.

TAKE PICTURES. FU RTH E R."

www. koda k. com


