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220 leading US companies
belong to the US-China
Business Council.
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I'tt t'nl thL'lnt(r's/, ,,/,,.(1 sr/c(.5-r/irl [/.S trlrtprltics h Chino - including 55 ol'tlrc tolt 100 L'oltpttniL,s

lVl h rc l ortwh' 5U0 - l,rrt' ,/i-scort'ru/ tlrrt tlrc LIS (lfiirrrr ,llrr.rirl,ss ()rrrrrcil tilr:s tltt,trt rtcct'ss trt

tht US-Chinu Brcincss Coruttil hos froy&l u qu,l1' clltttiyt, irt \\hshingtort on Ohirut ltttlit), issuts allctt-
ing our ntttttber onpd ics' itlt(.,5t5.

From Ouick Operational Solutions to lntegrated China Strategies
'I hc US'(jhina Ilusincss (jrruncil has beeo pr,rvirling,l hroacl rangr ol llrsr-hrncl. in

clcpth inlirnnation lo nterlrhcrs rillcc I97i:
. Oonsulting Services, \\'e providc tirucl,v,.ic!rrrnlc dnswers l() urgcnt qUcsti{rns

and pcrfirrrn rlpid'rcsptrnsc rcsc.rrch into .rny (.hin.r trtrsincss issue.

. Publications. l ht Ohim l]usit ttss IL yirlv hJ\ skn xl out .rs tlrc wor 's

li,rcnn)sl nra8azinc ()n (.hin.r lrarle lntl i v(stntcDt lirr ovcr l5 ycrrs. Nlentbcrs

als() rc(cive our lD()olhly newslcttcr, (.lti,ti ltlirk.l lrrtr,//igt,rt', .torl in-clc|th
rcp()rls orr lin)aly issUrs lhtt :lllcat thcir husinrsscs.

' Members-only Web Site. \i)u'll havc rerl-tinrt, online.reccss to rhe (iruncrl, its

pLrblications,.rnd.r wcalth ol tletirilcd ioli)r,nrtion.
. Off-the-Record Briefings. l)iscuss policy ehrngcs rntl rhcir irnpliclrions rvirh

cxperts aorl high governnrcnt otiitials. anti srr{ insililrr: rvirh e'rccutivc' rvh,r knou

6rst-hlnrl the ins lnti otrts ol doing br,rsiness in (ihina.
. Close Working Relationships with Chinese Cnunterparts. lirr)nt it\ \\'.rsh irrtlt, ,rr

hornc oliiee irntl liel<l olllces in Ilcijing anrl Shunghli, thc ( ixrncil carr hclp y,u
nrvigate the l)R( - hrrreaucrley rntl proviclc hancls-on hclp Iirr voLrr opcrltrols
through()ut ( lhinn.

Support China Policies That Help Build Business
ln nddili{)r, thr: []S (.hin.r Ilusincs:, ( irurrcil is .r rcr|cctcd voicc in public poliev rlis,

cussionr, both in \\itsltington and Ecijing. ( )ur mission is trr ntlinttin a LIS }rolicv
cnviroonltnt thil \upforls stnblc. P()sitivc |elations w ith (lhin.r. ln l:rct, at (lhi[a's

requc\t, thc (i)uncil has licr.iucntlY Pror idctl rrypoItunities lirr L]S busintss lcldcrr to
nlcrt with top (-hincsc ollici.rls visiting rlrc ( ruilcd Slnlcr,.
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Ptlcr UhrY
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Amcham Survsy Highlighls lssues lor US Businsss in China
'l hc Anrcricln ( lhanrber of Conrnrcrce in (lhina's 2002 white

papcr idcntilics grcirter lrnnsparency in thc legislativc proccss

and rcgulatorv cn\'ironnrcnl, nnd btttcr law cnlirrcemcnt, as krp
issucs ol conccrn lirr LIS Lrusinesscs in China. lhc paper, prc-
rc,rtcd kr lx)th thc tlS and I'R( I governnrcnts, also contains pro'
posals for nrarkct irccess l)y seclot

Around 170 Anrcrican busincsscs rtsponded to this ycar's

survcy. 'lhc rcsults rcp()rtedly show that L,S firnrs arc wrrried
about (lhina's inrplcnrentation of its'vVorld'liadc Organization
(W'lo) conrnlitnrcnts:'l hirty-6\'(' perccni arc "vcry conccrned"
thal (;hinil will oot mecl ils c{)nrnritmcrrls or that pr()tecti()nisn)

cr:uld increasc and 25 pcrcent rcporl lhal thcir busincss plans
li)r the next five yclrs arc ckrscly tierl to (lhina's W'l0 inrple
nrcnlatio,r schrdulc. Ncvertheless, US lirnrs rcnr:tin optinristic
lbout (lhina: nrorc thart lJO pcrccnt cxpc'ct clcnrand k) grow in
(,hina anrl ncnrly 90 pcrccnl lrlan to exl,and.

Privste Sector Grows
(lhin,r's pIivate se.l()r, with 1.76 nrillio11 rcg,istcrcd cnler'

priscs, now accounts tirr rrnc-thirrl of(lhina's Cl)l'arrd enrploys
nrorc rhrn 20 Dlilli(,n pcoplc, according k) press reports. ln thc
lirst qunrtcr ()[ ]001, thc privrte sect()r crenlcd nearly a third of
all ocw jobs. In conrparison, the stillc r)wnc(j sealor ac(oLrnls f()r
.17 fcrcenl ol ( il)l), whilc thc' rr'nuining J0 pcr(cnt conrcs lirtnr
lgriculturc, collcctivcs, and lirrcigrr-invcsted cntcrpriscs.

NBS Repons on Chinab Wholessle and Retail Markets
lhc Natit,nal Ihrreiru ol-St.rtislics (NBS) rcporlccl in Nllrch

lh.it qrowth in (llrinr's rvlrolcsrle .rnd rctdil nlrrkct:' rvts slowcr
iD 2l)01 thnn in 2(X)0. Irr thc rvholesalc nrarkcl, salcs ol-sta
li,trrrrv. h,rr.lrn,rr, .lll(l ljl((lri(Jl etluiprrrtrrt. ((,r]rnrtrnirrlr.rt\
(quiIo)crl,.rnrl automrrbiles grcw rapidly, whilc salcs ol cos-
nrclics, icl,rclr,y, anti collon and hcrrp prorlucts lill slrarply. In
lhc rctiil nlark.rt, slles ol' conrrnunicali()ns l)r()duats, aooslruc'
lion irrd d.corntin!, nrrteriJls, nnd oil prrrlucts surgcd, rvhilc
lh()\! ol clc(lrori( public.rtirrrrs and.rutjio visual protlucts
d roppcd.

China Publication Group Eslablished
-l h! (.hin.i l)ublicatiorr (;r()up. whiclr consists ol' l2 nrajor

publishing, printing, ancl distributioD crrrnpanics, launchctl op-
critions oo April 9. 'l hc Broup h.ls 5,000 cnrpkryces and Y5 bil-
lioD (560.1 rrrillion) in asscts.'l-hc tot.rl sdlc\ revcnuc of its sub'
ridirrics in l00l rcrchcd Y2.5 billion ($-i{)2 nrilliorr).

ln the
September-October

2o,o.2lcsue:

Location, Locatlon,
Locallon
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LtlltH ffOm thg Pfgsidgnt orthe u$rhina Business rouncl

Robert A. Kapp

,l merican businesspeople, journalists, and politicians accustomed to running up and down

A fl::iJ ;i[:"','.T 'Jiil.':l',i:Tj hTiiii:il :".:ilil]li,'x""#l;Tlffi xH!3ff:l
or inland----<rr even just get out of town. It is a refreshing experiencc, in many ways invigorating, and
in some ways very sobering.

I was lucky to havt'had that chance reccntly.
From a speaking cngngement in lianjin, whosc
[amous 'fian jin F]conomic anrl Technological
l)evelopment Area houses advanced prodrrction
facilities tilr sonc of thc world\ nrost soPhisti-
catcd conrpnnies, I headed to Sichuan, China's
most populou5 province, home to IJ0 million
people.

In thc provinciirl capital of Chengdu, I passcd

lhrough a new airport that conrpared splendidly
witlr the new airports of thc coastal cities. I mar-
vr-led at the cxtent of thc urtrirn dcvekrpmerrt that
hils swept over this inland provincial crpital sincc
thc dnys, 15 or 20 years ago, whcn Sichuan was a

regular stop on my China itineraries. I visited a

proud br.rsiness owner whosc brilliantly lit fivc
story eml,orium sold orrll'high-end furninrre and
accessories matle in Spain. Then I hit the road k)
see things I really hadn't seen [ref<rre.

And what a road. Heirding north l-ronl
Chcngdu to Mianyang, "the road" was l glt'aming,
four-to-six-hnc superhighway, perfi'ctly grade<'l

and pavc'd. When we hit 170 kilometcrs per hour,
my cyes rvidcnr'd, not iust out of fear, but oul of a

reulization that, uDtil n ycar or two ago, the
(ilrcrrgdu to Mianyang trip was a nratter of end-
less hours anrl frustrations. Mianyang itsell with
[rroad boulevartls, beautifully tentled public
spa.es, lhe mnssiv!' Changhong Electric Co. tclevi-
sion producttrn lacility rolling block after block
lhrough lowrr, lnd a hooming downk)wn corl
mt'rcial core, has been 6rmly "launched," no rnat-
ter how llr fnrm thc coast it lics.

()n thc other side of Mianyang, the supcrhigh-
way ended, and we exited onto irnother road-
National Highway 108, to bt' exact-which con-
nects thc greal southwest (as far as Yunnan) k) thc
northwest and ultinrately to Beijing itself. Kibnre-
ter posts showed numbers in the 2,000+ ran8e,
the (iistance to thc natt)nal capital. Occasionally

the road could be called two-lanc; most of the
time it was "suck-in-your-gut" width.

Now the land heavcd up; we entered the
foothills of the Qinling. the great hill barrier that
traditionally isolated the densely settled Sichuan
Rasin t'rom the old inrperial capital of Chang'an
to the north (now the northwestern nretropolis
of Xi'an), and, indeed, from all of North China.
Wc seenred to step back in time.'Ihe road was
pitted and slow, overwhelmed with heavy trucks
nroving cargoes in and out of Sichuan on the
only cargo route through the mountains. Coun-
try buses Iurched and swayed, carrying peasants

and lraders from town to town, from county scat
to outlying market villages, in this inaccessible
region. Road maintenance was under way nrile
after mile-by hand. Sunburned men and
women shoveled piles of river rock out onto lhe
highway, sprinkled shovelsful of asphalt over
thenr, and wailed fbr the passing trafic to pack
the highway surfacc. When overloadcd trucks
ruptured their springs, dozens of vehicl(s
waited-with a good-natured patience utterly
unknown in Washington, DC, I might trdd-to
inch by the inrpasse. I was renrinded of the first
thing thal used to bc said at,out Sichuan in the
l.rst ccntury: /iir,rtorry buhian"- "'l ransB,rlat ion
is difficult."

'I he countryside was utterly gorgeous. f iny
fields of goldcn wheat alternated with rape or
small plots of fruit trees. There wcre no large
fields at all, no expanses of paddy, no plains of
wheat, soybeans, or sorghum. 'l he steepcr
mounlainsides showcd wild cvergreen and de-
ciduous growth. In market towns we passcd
warehouses where huge sack of Chinese medici-
nal herbs from the mountainsides are collected
and traded.

Roadside signs revealed that we had cntered a

rcgion of poverty and announced programs for

6 / July-August 2t102 The China Business Review
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krcal govcrnmcnl .lssistirnar' k) tht' irrrPovcrishccl.

Asidr'lionr orrr highwrv, roads r'-crc *rr(e; thL'

hills, bigger Ihan the Appalachians hut srnallcr
than the Rockies, strctched out in l.rvcrs to th,.'

horizon. People livinB in lhenr walkcd to k)wn. Yct

childrt'n heading horne lionr school u'erc vivitlll
.lothcd, thcir school bags onrnnrcntcd with cnr
kx)n itnimals in bright colors. I rvonclcretl iI thcrc
werc othcr chiltlrcn firr whorD bright clothcs----<)r

school it sell--rvere impossible.
We passcd throullh llrr: grenl Jixnnlcnglrdn, i

hr('Jtht.!kinE l]Jrrr)rv llns\ thr UEh tou(rirE rtr-
tical nrck l-irccs. Wc wcrc on " lhe lloatl to Shu,"
(as Sichuan was ancicntlv cillcd), [orrrrerl,v.r
storrc trirck n,r wiJcr th.rn a ringle pcrsrrrr. ir:r-
nxrrtalizcd in-IanB poctr)'a:i 'n1orc rliflicrrlt tlran
lscending to Heavcn itsclt." Stcanr pourcd fionr
thc cngirrr'r rri rrrt rhe.rtcJ lrrriks ,,o thcir rr'.rr ttl
to the pnss alrd out of Sichuan.'l'hcn wc' hcadcr]

dorvn, a racing rivcr jr.rst br'lo*'thc sitlc of the
roird. Now stc nr ictted frour thc lrissiog hrakcs
r:l the hc.rvilv l.r(lcr lnr(k:' slruBBlrtg to r.rti!,Jl(
thc twists nD(l potholes on thc stecp desccnt.

81 lhr'cnd ol the d.r,v, s'c harl rr'achc'd our
dcstinirtiolr: (irrangvuan (lounly Scxl, erscnti.lll,v
thc Insl stoP in Sichrran. Thc txrr<icrs ol Shaanxi
Province, and ol (;ansu Provinc(', gatcway lo
(icrrtral Asi.r, Il1 .r liw nrilt's lirthcr up th. ro.id.

In l)ustling (iuangyrran, I lcarnccl flonr thc
rrrayor and his collcagucs:
a Url)Jn constru(tior had r'ccently [Tkrssonrt'cl.

nruch oI it fundcrl by invcstors fronr tht'
uniqtrcly entreprencurial city of Wcnzhou in tlrc
Fl^rst ()hira l,ro,'incc of Zheiiang.
O Thc military plJnts uproo[d lionr l:ast irnd
(lcntrrl (lhinl antl flurrg into the inrccessiblc in-
tcrior hy Mao ZcrJong in anticipntion ()f rvnr
with tht'Sovict Llrrion .15 yc.rrs ago h.rd pickcti
up and movcd out, either back easl or to nrorc
lccessible locations.
a lwirs lhr'scrrrnr.l Alrrcri(irrr virit,rr t,,
(;uangyuan in nrcrrrorv.
O 'Ihcre was now l ncw .rirport, with drily
llights t0 ky (.lrirrrsc.itics.ur(l \oDllc(lior\
throuSl] Xi'.n and Chengdu k) iust itbout cvcry-
where.
o Evcryonc wirs cxcitcd about (lhina's World
'liade ()rgrnization (\\''l()) nrenrtrership .rnd
hopcd that it would brirrg opporturrity kr srrallcr
.lrlJ rrl(,re disl.lnl comntuniti.'. liLc (;u.rrgvu.ln.

a \{hhihi! l)ottlc(l wittcr (tlrc travclcr's lricncl in
thc scorchirrg (lhinesc sunrnrer) had sct up a

l,ottlirrg pl.rnt in ttonc,rlhcr lhrr (;urItEvu.ln il-
sclf liling prool ol r bright lirturtl

But, nlosl stilli8r'rin8ly, I lcarned thal the su-
pcrhighwa,v thll lrnd tnkcn ntc tiont Chengdu to
Mianyang in in hour irnd a half would bc cotrt-
pl(tcd.rll thr'wilv to Gu.rng)'u.ln by !'car's cnd: b)
l(X)3, (lhc'ngdu worrLl bc thrct'hoLtrs'drivc fionr
( ;uJrtS,\ u.lr) (.ourll v \c.tt,,\rrJ I hc r)l()llnt.lill
conrnrunitics lhrorrgh which wc haci labrrrecl
rvoul<1 llce a dilllrcnt lirturc.

On thc wly b.rck to thc Llnited Statcs, I rcild
inlentl) ab()ut (lhina's rural cconomv antl the

I'rol\lcnr\ rl l.rte': tlc.lining (rop pri\(\; risirE
t.rre' .rttJ li'r's irrrp,':t,l rrn f.rntttr. h) l'arl.itii
local-lcvcl governnrt'nt lndics lilletl wilh.ousins
ancl in l,lls "cating inrpcriirl grlin" (ls thel' s.tv

rboul lhosc pai(l with t.lxes and lies cxtracted
lionr the pcas.rnts)l ranrpant usurious lcntling to
lhesc pcns.lnts by l)otlonr runll cadres slrulgling
t() secrlrc llrr nloDal- thrt nrust bc Jcnt rrp the nd

nrinistr.ltive.hrio to rncet tnx arrd ti'e obligtr-
tionsi ()ut nriBrili(nr oi rnilliorrs ol rural inhabi
lants rrnabL: to sul'vivc ()rl thc lanrl antl lropiug
lirr bctter tinres in the ncon lit citi!-s.rnd hunr-
nring lirctories of the coirstirl cnchvt's; thc difli-
eult)' oI inrl,lc'nrcnting ccntrally (lirc!tcd c.o'
nomic, political, ancl social rclirrnr in thc fice of
cntr(-nchcd holtlcrs ol locrl pririleger .rn,J tlrc
potential powt'r ol'nroclcrn cxposer iouroalisnr. lt
\iils i remi der thnt nluih rcnrains uns()h'cd in
this gigantic, lirscinating, an<1 sonrctirres incre{i
blv loT'r:lv land.

For mc. living in the world ol livorit!'st.ls
on 7.17s. busy lrusiness leoPlc, l-lS.rncl (]hirrcst'

diplonrrts ind governnr('11t lcadcrs, iournalists
.rntl I'olenri.istr, (('ntrcrri,rrrJl irrrrstrg.rt,,r',
Washington tratlc diplomats, nongovernrnental
orgitnizatior\. hunran rightr (nmp.tigncrs, Wl()
tririncrs, nnd US xrld t'lt(l thilrk l.rnks, .r cotrl,lc
ol dlys on thc r()xd wcre fiore lh.rrl l pleasant
tliversion. 'lhcy wt're' a rcnriudcr that all ol us

rvho cngagc with (lhina arc parl o[ a hunran
dramr that we can onlv pcracivc in lrirgnrtnts,
nnd tlrnt wh.rt wc do in businr:ss lnrl cliplonrrcv
.onic.ts to.r big chunk ol (lhin.r's lifi'in rvays

that rvc'll probablv ncr'.'r tirlll'grasp. l-ven so, I

hrve a hunch wc.rll ought to be thinking aboLrt
rvlrat's lr;rpPcning orrtsitlc of town. :

The China Susiness Revi€w July.August 2002 / 7



I

Automakers
n the Fast Lane

I
a

I

I
Wayne W. J. Xinq

hina's automobile market in 2OO1 turned in its best
performance since 'l 994. The country churned out a
total of 2.33 million non-farm motor vehicles, up 12.8

percent over 2OOO (see Table '1 ). Automakers sold 2.36
million vehicles, some of rnrhich came from stockpiles, a

year-on-year increase of 13.2 percent. Actual production and
sales are probably even higher because these statistics,
provided by the China Association of Automotive
JVanufacturers, came only f rom the 102 manufacturers
licensed by the central government. ln 2OO1, China
produced 742,373 passenger cars and sold 756,609, up an

impressive 20.4 and 2'l .1 percent, respectively. over 2OOO

levels.

Wayno W J. Xing, PhD

is editor and publisher of China Business Update. a publishinO and

consulting firm bas€d in Amherst, Massachusetts.
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Multinational auto companies are gearing up

for a more open auto market in Ghina' but the
government is reluctant to loosen its grip

The fourth
rnrave of investrnent

'lhc doublc-digit growlh in aulo pr<rdtrction

irncl sales last ycar wns, in part,.r result ol whitt
krcal anirll-sts call the "lburth lvnvc of invcst

|]l(|]t ir (.hin.i\.rrlo \(Ll,)r. N('8t)liJlit)Ir\
helwcen nrullinational conrp.rnics lnd ( ihincsr:

lutonrakcrs hrvt' bccn inlcnsilying sincc nrid'
200l. (lEOs ol lcirdirrg multinatiorrals hitvc visit-
ccl (lhina onc alier lnother, rDacling govcrnnrcnl
It,.rtlt rs. ncgoti.rt irrg r\ ilh Pol.nti.rl ( .hirr(\c f.rrl
ncrs, and clinehing trew tlcals. lli\'1W A( i

oblained governnrcnt co slrnt li)r n joinl venlurc

I'rl'jc(t wilh lirilli.trri'. ( hirr.r Aul,rnlolivc
lloltlings l-td., while Hvtrndli Motor (lo. tcanrcd

ul, !vith l)()nglcng, Nlotor (irrp. thror.rg,h its srrlr

si.liary, I)o oglcng- Yuedir Kia tr'lolors (i). Lld.
l{crr.rrrlt-Ni.surr \rli:"( 5A \l.rrlc{l IlcA',lt.lli,,ll\
t\ith DrrrrElcrr$Irr erp.-rrrJing.,rrpcr.rtirrrr irr rilr
asscnrblv, and I)ainrler (lhryslcr A(i has bccn

r.rlkirrg s ith l irrt Arrt,:nr,,lrile W,,rL. ( irorrl'
( i)rp. (l-A\\') xl)oul truck nranufacluring and
with I)onSnin ( |uiiirn) Aukrrrobile Inclr'rstry
(ir. about launching thc Mitsubishi l;rncer. ln
April, Hyundrri signcd a 30-l,cdr joint vcnttrrc
.rgrecmenl to bcgin assenrbling cirs latcr this
rc.rr..\nJ \irlrrr lru.k t ,'rl'. is tlistus'in8.r i,rirrt
vcnture rvilh (lhina National Ilcavy Duty litrck
( iroup in linln, Shlndong.

lirrcign autonrakers hlve also decided lo
i,'rrrrril .r.klrti,,n.rl tirnd. 1,, lhcir cxislinS, ir)\( rt
nrents (J.. 'lnblc I ). \l)lkstvirgcn A(l \vill .tdd

Yl4.l billion ($1.7 billion)rnd l'SA Pcugcot
(litroi:n will punrp Y6-10 nrilli()n ($76.1 nlillion)
into their Ohint joint ventures. VolkswiScn

reccntlv signt'd an lllrccment to cxtcnd its joint
!'(nlrrrc nBrc(nlcnl !t ith Sh.rnghai Atrtrrrtt,rtivc

Induslry (Crout)) (i)4). (SAIC) li)r nn(,lhcr 20

ycarr and increitsccl Shaoghai Volkswlgcn
Autom()tive Co. [.t(1.'s rcgistcred.npilnl liom
Y4.6 billion ($555.t| rllillion) to Y6,l billion
($761.1 nrillion). lhintlcr(lhr,vslcr reccntly
extenclccl its joint vcnture, Ueijing Je.P (lorP.'

for nnothcr 30 ycars. ( icncral N{otors (irrp.
((iM ) has successlirlly sct up its thirrl joint ven-

Produclion Sales

Car' 142,313 2t1.39 756 61){} 21.10

T.uck 802,353 5.02 8'18 433 5.62

Heavy 157.073 91 67 146,985 11.31

l edruor 151.955 I 17 162,141 '025

Lrghr 362,823 7l0 368,686 '1 t2

[,4inl 130.502 5.26 140,0]5 614

Bus 78!,,114 14.12 788 523 !4.47

Large 11.496 44 55 11,431 47 63

Ivledium 48.169 34 03 47,S06 33 45

Lrqhr" 246,625 4.42 246,623 4 66

Ivlini 483.424 18.33 482,663 1182

Total 2,334,4,lt) 12.83 2,363 655 13.17

NOTES'lncludLngsubcateqorycars(carsclassrfiedas"[ghlbrs,'suchaslheCe€lvHaoqrnql
" Ixcludrng subcalegory cdrs

SOURCESChnaAssociatronolAutomotrv{:[,,4anulactweft,Ch]unEsiessUpdaleICBU)
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Production and Sales of Autornobiles, 2OO l (units)

Percenl Change
0v6r 2000

P6rceot Change
over 20m



The key

difference

between the

fourth wave of
investment in

China's auto

sector and the

first three

waves is the

emergence

of significant

domestic

Inyssfrnsnt-
not from

the central

government,

but from

private

investors and

regional

governments.

l-trl., (iuangzhou Peugcot ALlk)nlobilc Co. l,t(1.,
arrrl l)ongli'ng-( iitrotn r\utornobilc Co., Ltd.
..rr r inlo bcing. l-hc third rrnle ddtes to thc lirt(
I990s, rvhr'n (;Nl, Hondn lU(nor (;o., Ltd.,
'Ii),yota l\'lotor (i)rP., and lirr,.l sccrrred tht'ir
rcspcctive cal asscnrbly dcals nt Sh,inghdi (iM
Autonrobile (ir. l-1d.. GuungThou Honda
r\utonrobilc ( )o., l.trl., Tiarrjin 'lirvotir Motor (ir.,
l.td.,.rrrd t)h.rng'rn l-ord. l hc p.rst two ve.trs
have scen lhc curcrgcncc ol-nclv (lhinesc car
asscnrblers such irs the (lc.ly (;roup, [Jrillinn.c
(lhina, liangstr Nitnyr Autorrobilc (io., Ltd.,
\irc<la Kia, rnrl Shangh.ri Qirui Automobilc (ir.

lh.rnk: trr ( hirr.r'r \\irrH li.rdc ()rBanir.rrirrn
(W lI) ) ternrs of rccession, thc ncw wilve ol'
investment in th( country's itutonl()tive scclor
will covcr a rvide spcctrunl ol nulo producls,

China's WTO Commitmonts Relating to Auto tnvestment
According to th€ WTo Roport ofths Working

Party on ths Accsssion of China, with r0gard to for-
eign invsstrnsnt in th8 motor vehiclo sEctor, China
agrsed tol

O Amond the l9g4 Automotive lndustry Policy to
ensure compatibility with WTo rules and principles

and t0 phaso outthe lollowing two subsidy ms8-
sures: lorn 8nd forsign currency priorities based ol
expon perrormance, and prsferential la ritf rst8s
bassd on percantago ot locSl contsnt
a Elimin8le, two y€ars after accession, all mea-
suros applicabls to motor vohicle producErs that
reslrict lhB c8togories, typos, or modsls ol vshicle
they cEn produce.

a Allow provincial govornmsnts to approvo ,oreign
invostments in motor v0hicls manufacturing ol up to
$60 million ono yoar atter accsssion, S0 million
ahor two yoErs, and 8150 million olt€r four years-
up from the present S|0 million cap.

a Rsmovo tho 50 percsnt foreign equity investmBnt
limit for engine msnufacturing ioint ventures.
O Unily lews and regulstions with regard to both
domsstic and imponod molor vshiclss and auto
pans so that inport8d products onioy tho samB
treatmont as similar domestic products.

Wayne W J. Xiog

Automobile Production in China, 1993-2OOl

Millions
2.5

Percent Cftaflgo

45

Tol il

C;rr s
- 

Total Percent Change

- 

Cars Percent Change
40

35

m

20

15

t0

5

0

20

l5

1.0

5

191,3 r9g4 1995 t996 1997

N0TE: Car production data rn 2001 include subcatsgory cars
S0URCETCBU

I
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ture through a partncrship with SAI(l .rnd
Litrzhrrrr Wtrling Aut{'ln(,livc (:o. I trl.,.r nrr i-
vehiclc nranutacturcr in (iuangxi. li)rd Ilotor
Co. is gclring up kr inlrtxluct'a scrics ofcar
modcls oncc Chang'an l:orcl Autonrobilc (1o.,

Ltd. in Ohongqing laon.hes the Ficstd/lkon latcr
this year'.

Thc'kt',v di11-erencc belu'r'!'n the lirurth rvave
of investnrent in (lhinil's .ruk) scclor lnd tht' 6rst
thrcc w.rrcs is thc cr)r.rg('n(e ol signiliL.rnl
donrestic inveslnrcnt-not from th(' cctrtrdl gov-
crnnrcnl, bul fronr privatc investors lnd rcgion-
;rl govcrrrrncnts. China\ lirst wavc of invcslnrent
beSan in lgti.l ancl inelrrded thc cstablishnrcnt o[
Ileijing leep (irrp., l.td. ancl Shanghai
Volkswagcn. 'l'he seconri wave came in thc c;:rrly
I990s, whcn FAW-V)lkswngen Auk)nrotive (1o.,



fiom passenger cars aDd heavy-duty vehicles to
t-arnr trucks and motorcycles. Multinational ruto
nranut''ircturers will introducc platforms instead

of individual vehicle nrodels. More imporllnl,
ncw irr'as of investment will open uP in saler,

distribution, and aft er-salcs scrvices, inclucling
iruto lirrlncing anJ insurlncc. Aulo companies
are alrcady branching out into new markets in
(lhirrir: [;ord's Hertz rental car division opt'ncd
otliccs in Beijing, GLrarrgzh(ru, and Shanghai in
April. Volkswagen Finance, Ceneral Motors
Acccpt:lnce Corp., and l-ord Motor Credit (i).
havc all set up oliices in ( ihinrt .rnd are waiting
lirr n( w regulations to guidc the licenring prt'-
a('ss.

Merrnwhile, foreign inv('str)rs Jre beginninB,
to rcc rncdiunr-sizetl Jnd small domeslic (()rn-

panics as attractive pnrtncrs bccause they are

less bureaucratic and less burdened by ovcr-
staffing and debt.

-l hrough this new rt)und of investment, thc
(lhincsc auto market is lT conring the front line
rrl gLrbLrl competition f,rr he.rvl.rveight intcrna-
tional players. But multination ls will also face

lo.nl playcrs that arc lirunching nrodels, tdrSetcd
dl (.hinc5c (onsunrcrs, thrl Jr( a()mpetitivc itl
terms of both cost and versatility.

Through this new round of

investment, the Chinese auto

market is becoming the front line

of global competition for

heavyweight international players.

But multinationals will also face

local players that are launching

models, targeted at Chinese

consumers, that are competitive in

terms of both cost and versatility.

to.eign Pa(ne(s) Producls Capacily lurils)Company

FAw.Volksl,agen Automotive Co., Lrd. Volkswagen AG Jer16, Bora, Audi 200,000

0ongfeng Motor Corp PSA Peugeot Clroin SpA
Nissan Motor Co., Ltd.

Z)UFookang, Picasso
Fengshen (Eluebird)

Shanghai Automotive lndustry {Group} Corp. (SAIC) Volkswagsn
GoneralMotors Corp.

llaniin Automotive lnduslri6l
(Groupico., Ltd.

Sanlana, Passat, Polo 450,000

Buick Century, GL8, Sail 150,000

Cha rade, Charade 2000 150,000

NECV 30,000

GuEng.hou Honda Automobilo Co., Lld. Honda Motor Co., [td. Accord,odyssey 75,000

Chanq an SuzukiAutomobile Co., tld SuzukiMotor Corp.
Ford Motor Co.

Alto, Swift
tresla/lkon

r50.000
30.000

Haoqiog, Merrie, Ulio 200,000Geely Group

SAIC-0irui Automobile Co., Ltd Chery 50,000

Guizhou Aviation lndustry Group (Subarultuia Heaw lndustries Ltd. Skylark

fiat SpA

50.000

Yuejin Auto Group Corp Palio
Eagls/Unique

000
000

30.

30.

Mazda Motor Corp. 323/Premacy 50.000

Jiangsu Yueda Group Co., Ltd Pride 30,000

Erilliancs China Automotivo Holdings Ltd. Zhonghua 30,000

Shanghar JMStar Group

Haloi Auro Manufacturing Co.

Merltl 30,000

Baili, Saims 30,000

SOURCE CBU

Su?ukiMotor Corp. Beidouxinq (WaqonB) 30,000

Xi'an Oinchuan Automotivs Co. ltd. Flysr 30,000

Total 2.005,000

Table 2
Major Car Aseernbly Projects in China, 2OO2

I50.000
30,000

0aihatsu Motor Co., Ltd.

Toyota Motor Corp.

fAW Hainan Motor Co.

Hyundai/Kia Motors
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Though the passenger-car market in particular

has changed from a sellers'to a buyers'market over the

last decade, many of China's more than 100 original-

equipment manufacturers lack economies of scale.

WTO cornrnitments
in the auto sector

(ilobal lrrtomakt'rs havc sontc rcason firr
optinrisnl .tl)or.rt thr ellcct ol (ilrina's W'lO entry
,,rr thcir lrrrsirrrrs in (.hirr.r. ( hirr.r lr.rs.ornorit-
tcd, in its W I O protocol of rcccssiorr, to reducc
tariffs on cars, buses, irncl trucks graduallv ovt'r
thc rrr'rt f, r. rrrrr'-hr rrr,'rc tlr.rrr lr.rll' in nrirrtr'
crscs (icr"lablc.l). (lhinr rvill cut t:rriflls on
morc th.rn l6{) .rut() pilrts ilo(i cornprrncnts lionr
an avcragc ol-15 percent in:0{)l to l0 pcrcr-ot
by lrrly 1,2(X)(,.

t llrirr.r ,rls,, rr,rnmittr'(l t.' in(rc.l\c it\ inrport
qu()llts o11 rl1()l()t vchiclc prorlucls by l5 percent
lnorralll, bascrl oo quola vnlucs in 20{)0, aDd

t'lirrinirtc irrrp()rt qrrotls cntirclv on llnr.rarl' l,
2005 (s.r' 'l trlc .l ). [:or nllrtor vchiclcs antl plrts,

thc tluota valrrc lirr 2002 will be close r(, $8 bil
lion. (ihina will rl:,o clinrinate irnport liecnscs
lirr rngines in 200J; nx,torcycles, tru(k:,, and
buscs in 2004; and l)asscngcr vchiclcs in 2(X)5
(-{.("lible 5).

( )lrina agreecl, in thc lleport of thc Working
Pirrty on the Acccssiorr of thc I)RO (Wrrking
Pxrty llcport), t{) conrplr with thc W11)
A8reement on lix(ic-llclatcd Investnrcnl
\lcasurcs ( llllNIs) up(nr cnrr,v to thc \{'11).
Itrtlcr'l-RIlvls, ( ]hina elnnot subsi<lizr txporl
pcrlirrnrance or rcqrrirc that companies rrsc krcll-
ly produccd pirrts nn(l conrponents, r(strict thc
typcs ofvehic['s Pr<xluccd, or n]0intain scpitralc
rcgulatiorrs lirr dontcstic and importcd pnrducts,
rnr(,Dg other rr'(luirenrc ts (s.'c p.l0).

Alvr olcrrncern lirr aul() ntanufaaturcrs,
(ihina agrccd kr conlcr thc right to traclc orr lirr,

Table 3
Scheduled 1A/TO-Mandated Tariffs for Cars, Buses, and Trucks (percent)

C.rs
Ingino Size

2001

Jan.l
2002

Jan.l
2003

Jan.1
201t6

Jan.l
2006

July I
Less lhan 3 liters

3lilers and up

Busos
Number ol seals

70

80

43 85

50 70

382

43.0

34.2

37.6

30.0

30.3

28

28

25

25

30 and up

20.29

l0-19

10-19 (diesel)

Gosolira Trucks
Grosi vehicle $reighl (GVWI

33.3

400

400

32.9

292

32.5

32.5

215

45

60

65

65

375

475

475

38.4

25

15

25

25

8 tons and !p

5-8lons

[ess lhan 5 tons

25.0

250

2030

40

50

300

300

233

230

292

20

25

DioselTrucks
GVW

2olons and u! 30 21 0 18 150 15

14 20 tons 30 24 0 22 200 20

5-14 tons 40 30 0 25 23 3 20

Less than 5lons 50 37 5 30 29 2 25

S0URCErWond Trade 0rgafi/alro Prolocol on ths Accossion ollhe People's ReDlbirc ol Ch na (Protoco ol Accessron)
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2004

Jan.l
2005

Jan.l



cign in.lili(lu.lls nn(l cnlLrpri\cs, r{gnrdle\\ {)l
rrhr'thcr thcv rrc r!'!,irlcrcd in (lhina (-icr'7[c
(-lll1, lxllUJr\-liet)rrr.lrr 100:, p.I6 ).

( hin.r is.rlr,r r'((lrrir'(J Ir',,1(rl ((rt.rirl \(r'
li.r. nr.rlkcts thrt rrrll lr.rr.'.r 'i!,nitiiarrt rnrl,.rit
otr thc .rul() scclor.'lhcsc includc clistribution.
lirrlrriirru. irrsrrr,rrrre. ro,rrl tr'.rrr.;' rl.rti(lrr, rt0r-
ngc rn(j wirchousing, nrilillclitnce nnd rcpJir,
rnti rcntal .rntl lc.rsing. \\'tO tcrnrs s ill ucneral
lv pctnrit shollv lrrrcign-ot rrcri srrbsirlilries in
thcsc Jrc.ls l)\' 2{)05 (J.. l).low ).

An ineff icient auto rnarket
l)cspitc lh. ticl lh.it (:hilir's.ruto indr,str'\'

has corrc:r lorrg rvirv since Ihc rni(l l9U()s, rvhcn
th(' co!arnrncnl clccitlccl to invitc nrultioltion.rls
to cstahlirh ioiDt v(nturc nrxnul.rrturing l.rcili'
tic: in t hirr,r.,'lhri.rl..till rre.,l l,'.rJJr(\\ rrr.I,'r
problcnrs. Nft rst drrnraslic rDrnuliratLrrcrs Jre
runsurc rt h:tl lo rrfc(t ()r ho\\' l() ,r(liusl t() thc

!,ra,.lu^rl inrPlcnrt'ntal io,r of (.hi nn's \\'l () .()n
acssions. (,hinit's drirslir rcdLL(ti(,n ol import
tarifl.s lt tht' bcginning ol this vcnr .rnd incrcnsc
in inrp()rt (lu()t.rs lirr 201)J surpriscrl gr)\'crnrlcnl

Tianjin Automotive Industrial

(Group) Co., Ltd.'s sudden decision in

early fanuary to reduce the price of its

cars by 20 percent in response to tariff
cuts created a domino effect of price

cuts by almost all players.

China's Auto-Related WTO Services Commitments

According to tho wTo Beport ol the Working
Party on the Accession ol China, China agreed to
phase in the following commitments in services that

willaffecl the auto industry.

a Distribution servic03

Withrn on6 year of Chrna's WTo entry, forergn ser.

vice suppliers may establish joint ventures to
engage in lhe cofimissron and wholesale business

of imported and domestically made products, includ-
inq aulomotive products. Within two years, forgign

maiority ownership will be permined and no geo-

qraphic or quantitative restrictions will apply, except

those controlled by scheduled quota. Within three
years, no restrictions will apply (s)(cspt for designat-

ed products such as crude oill.
Also wrthrn one year ol accessron,loreign ser.

vice suppliers may provide retail services i0 the
form o, ioint ventures in designated cities, wilh tor-

eign equ(y shares capped at 49 percent. Withrn two
years, foreign pariners may have majority equity
shares. However, joant venture chain stores that
retail motor vehicles and number more than 30 can-
not be majority toreign.owned until live years atter
China's WTo entry.

a FinanciEl sewicrs
Nonbank foreign financial institutions were permrt-

ted to provrde motor vehicle linsncrng servrce upon

China's WTo accession, but as fhe CBRwent to
press, rules specilically qoverning auto finance had
yet to be released.

O lnsurrnce
Foreign nonlife insurers can establish branches or

joint ventures with 51 percsnt loreign equity upon

accession and wholly tor€rgn-owned subsidiaries

wrthrn two years. But lorergn rnsurance instrtutions

cannot engage in statutory insurance business-
third-pany auto liability insuranca and driver and

operator liability lor bus6s and other commercial

vehicles.
a Road hansponation s6ruic6s

Forei0n road transpo(alion providers can set up

ioint ventures with loreign equity shares ol no more

than 49 percent uoon accession. They can torm

majority ownerships within o0e year and wholly for-

ergn-owned subsidraries wrthin three years.

a Storago and warehousin0

Storage and warehousing companies can operate

o0ly in the lorm ol lornt vsrtures upon accessron,

with foreign investment not to exceed 49 percent.

They can establsh majonty ownershrp wrlhin one

year and wholly toreiqn'owned subsidiaries within
three years.

a Mair en.nc. a repai.
Forergn mainlenance and roparr servrce companies
can form joinl ventures upon accession. maloflty

ownershrp wrlhrn one year. and wholly foreign.

owned subsidiaries within three years.

O 80fl.1 and lorsing
Forsrgn rental and leasrng servrce companies can

lorm joint ventures upon accession, maiority owner-

shrps within one year, and wholly foreign"owned

subsidiaries within three years Such servrce suppl'
ers must have global assets of at least $5 million.

-Wayne W J. xing

agcocies lnd atrto enterpriscs. llor cxarrtllc,
l i.rniin Aulonrolivc ln(lu\trirl ((ir{)uP) (i'.,
l.td.'s sutidcn dccisioo in eirrlv,.rnu.rrv to rc,.lrrcc

thc 1,rice ol its cars bi'J0 P1'r.cr1 in rcsponsc lo
lnrill rlrl5 (l(.rl((l .l (l,,nrirr(, ullc(l "l'lriic itrtr
bv.rlrnost .r ll pl.rvcrs.
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The absolute number of families that

can afford to buy a car-anywhere from

3 to 5 million-though small in

percentage terms, is large enough to

sustain rapid growth in the auto market.

The governnrent acknowlcdged in its reccnt
l0th Five-Year Plan for the Dcvelopment of the
Automotive lndustry (2001-05) that China's
auto market is still highly fragmented. Though
the passenger-car market in particular has

changed from a sellers'to a buyers'market ovcr

Regulatory lssues for Foreign-lnvested Auto Oporation$

the last decadc', many of China's more than 100

original-equipment manufacturers (OEMs) lack
cconomies of scale. Most Chinese C)F-Ms have

weak capabilities in new product developnrent
and invariably have their own parts supply sys-

tems. But these parts suppliers, which are barely
able to meet their own cconomies of scale,

charge higher prices than imports and are

unable to develop new products lo meet OEM
demand. lixcept for a few early birds in the
t lhinese autrr m,lrket, mosl auto enlerprises are

faced with 1,oor or no relurns on their invcst-
mcnt.

'l'hese problems are the results of both
mactoeconomic and microeconomic defi cien-
cies. Until recently, the central Sovernment con-
tr)lled China s auto industry with an extensive
and strict planning and proiect-approval systcm
Paradoxically, such tight central-government
control failed to curb repetitive investments by
different branches of the central and local gov-

As Chins revisos its automobils-rslatod
lsgislation to comply with World Trads

0rgsoizotion (WTo) roquirem6nts, foreign

invostors must navigato nsw roquirements

and procedurss, Below are € few ot the maior

rsgulatory issu6s currontly fscing lorsign
invsstors.

lmport quotlr
Ths regulatory procsss ror import quotE

allocation continuos to lack transparency.

Though China's 2m2 outo quots smounts w6rs
in lins wirh its WTo commitm€nts, authoriti€s

are report€dly dolaying the issuEncs of quota

allocstion amounts to qualifiad spplicants in

an anempt to keep imports down.
From August 2m2, lorsign-investsd minori-

ty ioint v€nturs (JV) ents.prises may apply for
206 quotas diroctly, and quotss should be

allocEted beforB the €nd ol0ctobsr. Specific
questions lor Iorsign-investod Snterprises
(FlEs)include howto ensurs that Chinese

authoritios distributo the full quota amount

each y8ar. Foreign invsstors are slso unsure

whothar ths Ministry of Foraign Trad6 8nd

Economic Coop€rstion IM0FIEC) will retuse

to grant quotas il an FIE lacks lrsdin0 rights

documentation, dsspite ths fsct that China

has yot to issus procedures on how to obtain

such documBntation.

St ndard.

As in other sectors, China h8s cratted
unique and incomplsts standards for the auto

sector that prosont nsw problems for
imponsrs. The existing domsstic tssting stan-

dards will be mandatory for all imports begin-
ning May 1,2m3; roponedly, all impons, Bv€n

though thoy moBt sccopted global standards,

will have to be testsd again in Chin8-a cosdy
proposition. Liloreovor. the lack of a compro-
honsivs EUto and auto-pans stand8rds rsgim€

means that China is introducing nsw requiro-

ments in 8 piec€m881 msnner.

Trldlng ,lght. rnd dlttrlbutlon
All auto JVs with minority foreign owner-

ship will bs entitlod to trading rights on

Dscembor 11, 2002, accordino to China s WTo

commitments. lt is uncloar whsther qualifisd

FlEs will need to rs-reqister ,or trsding righls

or if such riohts will be sutomotically includod

in thoir business scopes. Nor is it clsar
whather FlEs with trsdinq riohts will have to

distributo through E soparate ontity once dis-

tribution rights are phassd in over ths next

couple ot years. lf companies c8n sstablish
naw distribution compsnies 8s minority ioint
ventures rrdbegin to import goods trom

December ll. then FlEs must soe rules as

soon as possiblo, ll PRC regulators do not

resolve these issuss by August, FlEs willloce
ditficulty in applying for guot8s, and importors

will have to purchase quota riohts on th€ sec-

ondary msrket in 2003.

Tnlur .nd loclllr.lion
ln ths past, China had a rulo rsquiring that

auto pans imported lor vehicle osssmbly

lknocksd-down v8hiclss) be charged at th€

same taritf ratg as completsd (buih.up)vehi.

cles it the import8d content excBod€d 40 per

csnt of ths assomblod vehicle. Th6 rule was
ssldom appliod; asssmblers in China nogotirt-
ed s6psrate d€al-sp€citic localization commil-

ments with their Chineso p6rtners. Regulators

ar6 apparsntly redratting the rulo in an

attempt to meet provisions in th8 WTo
Ag16ament on Trada-Selatod lnv€stmont
Moasures (TRlMsl thst prohibit localization
polici8s, whils maintaining a throshold bsyond
which knocked-down vehlcl6s will be

assesssd at $e built-up rEtg for imported con-
tent.

Aulo f,n.nclng

Auto companies wer€ working clossly
with th€ People! 88nk of China (PB0C) in

early 2002 to produce nonbank torsign linsn-
cial company rul6s that they hopsd would not

replicotE the high capital requir€ments con-

tainsd in lhe general rules ror toreign financial
companies.

Sepsrately, r0cont media reports indicate

rhat PB0C is planning several rovisions to

existing rules govo.ning auto loans: a reduc-

tion in minimum down paymonts from 20 per-

cent ofths purchasB prics to l0 porcent;an

extension of maximum loan lsngths from fivs
years to sight y6ars; 8 broadsning of the
range of intsrsst r8tos that companies may

charge trom 30 psrc6nt above and l0 psrcent

below PB0C-set rat€s to 50 psrcont abovs

and 30 percent b€low; 8nd the removalo, the
requir€mentthst borrowers hEvs thsir hous0-

hold rsgistsred in tho place of purchass.

-US-China 
Businass Council stall
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Faced with overcapacity and cutthroat

competition, auto enterprises must adjust their

product and organizational structures to

improve efficiency if they are to meet rising

market demand.

Table 4
lmport Ouotas on Motor Vehicle Products ($ million)

7,935

376

I t6

irotor vehicles and pans

Ivlotorcycles and parts

Cranes and chassis

S0unCE. P.t"."l 
"f 

A.. l-

6,000

286

9,125

432

133

r0,494

4S7

153

No quota

No quota

No quota

politiell pcrlirlntrnce
th.rn thc' prolitability of
thcir cntcrplis.'s. For-

joint vcnl urcs, the
rtrn [(lnt.(] 50 50 c(luit!'
sh.r lr split bctnccn lirr'-
ei!,lr JDd ( lhilrcsc l.u t

ncls has rcsLrlterl irt

inellicicnt tlccision
nraking.

efllmcrlts for il sinrplc rcrson: high lnriili pro-
lccted tlre nrnrkct fionr inlports. l,ocal govern
nrcnts, nrclnwhilc, hlockccl vchiclcs nudc in
othcr parts of (ihina, nrirking aLrto assenrtrly

highly profitablc. fivcn lvorse, invcstnrcnt dcci
sions rvere anci still itre oftcl nratlc by oflici.tls
who.irL ni,l rc'pottsihle ti,r' pnrjcit oP(r.rti0nr.
PLrblic lirrrds therelirre go to the conslruction ol'
assembly tacilitic's, leacling not onlv to ove'rca

pacitv l)ut also k) miny rrnhnishcd and icllc

nranulircturing operatioos. Intercstirgly, nlost
ioint vcntures have tlso beoelitecl liorn this gov-
crnrDcr)t protection.

t hrrta r rlorncrtit rr).rnulir.lur(r. rls(, 'ul'lcr
frrnr prxrr nritnirgcrncnt. (lcncral marlirgcrs at

slltr-owned enterprises arc nornrally appointccl
by highcr-level burciucrxts. Thcse gcncral rDan-

rgc'rs thLrs tend to be n)ore con.erned rvith their

Table 5
Timetable for Elimination of
lmport Licenses on Motor
Vehicles and Engines
Passenger vehicles 2005

Euses 2004

Tr,k. {dl"*l) ,004

Trucks {qasoline, under 5 tons) 2004

l\4otorcycles 2004

Engines 2003

S0tl RCE: Protocol ol Accession

l\ vast consurner base
(lhinu h;rs l.,l billion pcoplc-irorl nrorc thnn

.t0{) I]rillio I.rnrilics-irnd is lhcrclbrc th.
r(rrltl's lurgcst p()tcnti.rl nuto nrnrkct. (ill r('nlly
llr',,,lrrrllv\ P(r (ill)rl.r (;l)l' rrl,,rr'lrr rrllir'tr.r
tiol]ul st.rrrclarcls,lnd thr' nr.rioIitv ol (,lrincsc

lanrilics arc prcoccupicd lry irsucs such as hous-
,rr,r. rrr.',lr,irl (nr(, xn(l thcir(hil(l'.,lrr..rtion.
Nr:vcrthclcss, thc.rbsr)lutc nunrhcr ol lrnrilics
thlt irn lflirrrl lo [)uv il .rr' itrtvt,hcrc fi,rnr -]

to 5 rrillion thorrqh snriill in l)cra.nlirBe lcrrn\,
is l.trgr'crrotrgh to sLrrtairr r,rpiil {r,lrrrth in thc
.ruli) rn.rrkel. ll lhc eortsrrrttcr (nvirr)rlt)ertl li)r
c.rrs inrprovcs sitnihc.rntlr', thnru{h thc r-cdut-
tion or'tlinrinirtion ol elcessive taxes.rnd ti'rs.
o|erntionrl rcstrictions,lnd rcd tapc in vehiclc'

prrrchascs lrnd registrations, strch purchisin!1

f()wcr rna,v translatc into high arrkr salr's.

lndustry restructuring
Faccd with ovcrcapacity aDd .utthr()ill c()nr-

pctitiou, auto entcrprriscs rirust ,ldjust thcir
p|ocluct and organizntionnl structures to
irr,;,r('r'c clli.rrn.y il thcy.rrr to nrljcl ri\irg
rr.rrkct,lcrrr.rrr.l. r'lrir.r\ \\'|{I (nrr\,'lli'r\ J

g,rorl opprt'tunitl'to rcorqnniTa lhc iluto \cck)r,
Inrl thc govclnnrcnt is cxpccterl k) hcilittlte such
.r lr,rrrgrnization s(xrn. li)r.xnnrplc, [:AW
( ihirrl's largcst lulo group, hns rcportedly signed
.r luttr'r of inl(nl lr) J..luir( li.rnjin \t.1,\rrr,,li\(
Irr(l!rslrinl ((lrl)up), Tirvot.r's partncl in (lhirtit.

In arldition, thc'govcrrrrrclt's oihiial, if
!r.r(lu.rl, lvith(lr.lw.rl l-r(rrrr (lir., I ( rl.r'l'r r\r llrJrr-

The China Business Revlew J uly-August 2002 / 15

0escription 2000 2002 2003 2004 2005



The WTO's biggest impact on the auto sector may be the

sudden realization, on the part of both the government and

the industry, that it is in the industry's best long-term

interest to shorten the phase-in periods to which China

agreed in its WTO commitments.

agerncnt and control will help create roonr f<rr

an open inarket to develop under conditions of
er;ual and fair competirion. Regional and corpo-
rate protectionism, favoritism, and corrupt
practices will, ideally, diminish. All of these new
devekrpments nray offer thc best chances for
domestii Ol-Ms.rnd suppliers to reorganize
their as\ets through mergerr and acquiritions.
The low cost of labor in China will help well-
managed domestic enterprises and joint ven-
tures k) become successful vis-ir vis imports.

Equity controls
and national industry

'fhe biggest issue currently facing the Chinese
auto sc.tor is the future of ecluity control in
auto assenrtrly operations. (lhina's WTO com-
rnitmcnls do nol include a timetable to elimi-
nate equity controls in auto assembly facilities,
and the Chinese government is expected to lilnit
foreign equity ownership tr: no more than 50
percent for sonre tinre to comc. Multinational
autonrakers with joint venture facilities in China
have expressed thcir readirress to buy out their
Chinese partners and will increasingly pressure

lh( gi)vrrnnrcnt trr lift the cap on foreign owner
ship.

By maintaining equity controls in vehicle
joint venturcs, Chinir.r dc,. irionrnnktr,' .ri nr t,,
protect the national auto industry. Their defini
tion of a national auto industry seems to i,rclude
the lirllowing: 50 percent etluity share owner
ship, a ma.iority of parts and components sup-
plied locally, independent new product
development, :rnd arr cqual say in management
control. Ilut such a definition Soes against WT(J
principles and the trend of globalization in the
auto industry. In csscnce, this is government-
rontrrrlled conrpetition .rnd is hy deEnition
unfair (sce p.l,l ).

Given China's large population and markel,
rich resourecs. and al'undanl and cr)mPclilivc
labor tirrce, a fair and competitive national autcr

industry is surely possible. Multinationals readi-

ly point out that, even if tlrey were to have 100

percent equity ownership of their PRC manu
facturing facilities, they would be just as much n

pJrt {'l the (:hinesc,ruto in,lustry as donrestic
Iirms. Even more inrportant, China's nrarkel, if
open kr equal competitbn, will have ample
room for sonre domestic autonakcrs to emerge
as global players-though it is still too early to
tell which companies will prove successful.

'l'he openness and global competition that
WTO menrbership will hring are cr(,aling ncw
conrpanies rnd will likcly forcc many existing
compal]ics out of the markct entirely. The
W1O's biggest impact on the auto sector may be
the sudden realization, on the part of both the
government and the industry, that it is in the
industry's best long-terrn intcrest to shortcn the
phase-in periods to which China agreed in its
WTO commitments, as protectioD will continuc
to undermine the strcngth of donrcstic cntcr-
priscs (including joint verltures). Those that
hopc k) \urviv( lh. inevitrhlt crrnrpclilirrn rrrust

act bday as if it were already 2006, when tarifl-.s

will be 25 pcrccnt or less firr nrotor vchiclcs and
l0 percent for auto parts.

China's auto industry will not disappear
because the country has joined the WTO.
lnJeed. two veteran IaFlnese.ruto exccutiver
wlro . urrcntll men.rgc OEM joirt vcnlrrres in
t.hina rccently exl,res'ed thcir confiderrce in
thc emcrgcnce of a national (lhinese auto
industry. "l remember," said one of them, "thal
when we started kr make cars in Japan, nobody
believed that we could develop a lapancse auk)
industry." ;
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Companies operating in

China would do well to

establish plans and

bomb threats

EILL GLENWRIGHT

f onrpared to many Western and Asian countries, China is a relatively safe place to con-

f duct business. The level of crime and threats directcd against foreigners residing in or
\rvisiting China remains relatively lou

Nevertheless, bonrbs have bccome a more cornmon weapon of choice in security incidents
in recent years. 1'hough Chinese authorities usually discourage press coverage of these events
to avoid poor publicity and prevent copycat incidents, since September I l, 2001 and the advent
of thc war on terrorisnr, officials have becomc more open about the truc number of bomb at-
tacks in the country.

ln most cases, bombers' motivations are personal, such as spurned lovc or revcnge. For ex-
ample, in March 2000 a Shanxi man, despondent over his ex-wifet remarriage, broke in on the
wedding festivities with explosives strapped to his body, killing himself and 36 others. ln other
cases-such as thc spate of22 bombings that killed 6ve people in southcrn China in November
2001-rhe motive is unclear. In l)ecember, bombings or attempted bombings with unclear
motives occurred in fujian, Guangdong, Guangxi, Hubei, and Liaoning.

Despite the authorities' attempts to clamp down on the market for illegal explosives, it re-

mains relatively easy to obtain detonators and explosives within China. The country's huge and
poorly regulated mining industry offcrs easy access to commercial-grade explosives, and chem-
icals widcly available for agricultural use can also be used kr make expkrsivcs. Evidcnce from a

number of recent court cases shows that pcople are manufacturing homemade explosives for
use in mining opcrations. Indeed, the wave of bombings in late 2001 occurred despite a three-
month government campaign to stem the illicit sale of commercial expbsives and 6rearms.

Economic hardships generatc frustration, particularly among those laid off from state-
owned enterprises, and as the numbers of unc'mployed continue to risc, more people will likely
resort to crime to gencrate money, This trend will be particularly troublesome for companies
operating in the "rust-belt" of northcastern China, where many of the newly unentployed are

EillGlenwright
is division manager, Risk Mansgoment, with Hill & Associstss, bassd in Shanghai.
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demobilized military personnel, most of whom
have good weapons training and at least a rudi-
mentary grasp of improvised explosive devices.

[,ast year nrarked a slight change in the types
of entities targeted by bomb threats and attacks
within ( lhina. Iwo largc forcign enterprises were

targeted: Carrefour, which suffered two attacks,
and Mc[)onald's Corp. Another target was
Huawei Technokrgics (b. Ltd., a major Chinese
company. The authorities have nor officially put
forward a motive firr these attacks, but Hill & As-
sociates, which has consulted on several similar
cases, suspects most of them were likely related
to extortion. The number of extortion-related
threats and attacks on foreign multinational cor-
porations in China-attacks that include prod-
u( t (on tam inat i()n-ir rising. Extortionists secm

to be targeting enterprises that they believe can
pdy rdnsonls.

Dealing v\rith bomb threats
Because they are increasingly thc targets of

bomb threats, conrpanies in China would do
well ro start with a li'w basic building blocks.'lir
prcvcnl tx)mbings and prepare staff for what to
do in case the conrpany reccives a threat, coDrpa-

nics should:
a Form a crisis management team

(irnrpanics should designate an in-house cri-
sis managcnrent teanr ((lMT), usually made up

of senior mana6iement, which
will convene if the company re-

ceives a threateninB phone call
or letter. The team's job is to
evaluate the threat and to decide
on an appropriate response.

To establish an organized re-
sPonse to potential bomb
threats, companies must set up
detailed contingency plans and
train senior mana8ement, em-
ployees tasked with leading their
colleagues to safcty (wardens),
and enrployees who may need to
search the premises to assist the
CMT in evaluating the veracity
of a threat (search team).
a Control access to

company premises
'f<r achicvc the best level of

general security, firms must try
to ensure that only authorized
personnel antl invitcd guests ac-

Gorn;ranies should

designate an in-horrse

cf isis riranagernent

tearn (ClUlTI, usrrally

made up of senior

fttafiagetrrent, rrhich

r rill convene if the

colrrpantT feceirres a

threatening phone cal!

or letter-

cess (ompany prenrises. They can do this using
phy'ir.rl b.rrrierr ruch ar doors and partiti,,nsr
clectronic barriers such as identification budge
:\yslerrr\ irnd I'erimctcr intruder detection sy'-
tcnrs; procedural nrcasures such as visitor logs
and having enrployccs clock in and out; and hu-
nran men\lrres, intlrrding gulrds i:rnd reception
ists who check identification.

The 7th CBU Annual International Conference

$#rLa4t f tr,'1" +fr ,h : 6r]wro
WTO and China's

Automotive Market in the New Millennium

To ba lte ld durittg
Automechanika 2002 (Septemper 17 -22)

Time: September 20,,2002 Venue: Marriot Hotel, Frankfurt Germany

Organrzer: Sponsors: Endorsed by:

d. 
*,,,r,,

CliltAausrruEssVrsteon uEa

lf interested to sponsor or participate, please contact: conference@cbuauto.com
China Business Update. P.O. Box l3(rti, MA 01004, USA. Tel. 413253 5477,Fax4132532'175
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\\'ithin conrprnr prcoriscs il
is csrentill tlrat. r'herc porsiblc,
onlr vctt.(l .nrl)lo)(rcs hir!c nc-
(ir\\ tr) \r)rkirr{ nrans.rntl lrack
ol-hotrsc rrpcr.rtirrns. \'isitors
.lnd srl.\p(rsons shoulci hc
( () n lil] c(l t() rnacling, rooms
l]c.lI t((cPlion,rrlls rr'hcncvcr
possible. lirrstcrl rt.r li-, \uch .ls

c\c( liv( .lssi\tJnts, sh,ruld at

irll linr(5('s(ort visitor'\ lo n'rcel-

ings rvith serr ior n)Jllirgerrent
irr rvtrll.irrg .rrcas. 'l'hcsc basic
stcps rvill rrot (,nly hclp rc(lLrcc

irr.i(l.nl\ ()l l)cll\ lhL'li trnd loss

ol Pr)priel.rrv inlirrnrrtion. Lrut

rr ill .rlro rnininriz,' th.'chrncc
(,1 \()rrer)o.j |111i11g l rslspi
eirrtrs ohjcet on lhc prcnriscs.
a Strcss thc importance of

good housckceping
,\ ilc.rn .lr.k p(rli.\ .rrd Fcn-

t,r.rl oliiec.rnrl prenri\.s.lcanli-
nc\\ n()l ()rrl\ II()i((t J pr()li'\
:irrn.rl inr.rgc. hut harc tlrc
.rt[ieLl hcrrcllt ol .tlloling st.rt1

lo rcurch lhcir t,rrrk arcas
qLricklv to idcntilv suspieiorrs otrjects. lhc tbilitv
to seilrch rn arca tlrrickl! is csscrrtiirl l() dclcrmin-
ing the clcrlibilitl'o! .r llrnrh thrcat.
O Establish lines of communication

.\:''l.rl(Ll (.rrlrcr. ('rerrgr' is,r \"r)rrl)or) rrrlli!a
lirr atlrc[..s in (]lrin.r, .rrtrl lor nrt'r' p.trtnr'rs or
\P()usc5 \()nlclit)re\ lhra.ll(n re\an!r Nhcn rclil-
tionships brr'irk rlosn. llttts, (onrl,rni.\ h.rve i
rltrlr l,r ctt.Lrtc lh.ll (rr)lrl,r\((\ (.lrl (r,rrrrrr(rrrrr,!la
nn\' thrcxls thcv h.rve rereiv<rl l(i th.ir (Illlloycr,
s,, th.tt tltc t rttpl, 'r eI i,tlr l.rl( ,tfl,r,,l,rr.llc \rr lrI rl \

urcnsure\ k) eo:,Lrrr (rnpl()r'l.e\'sJli'l\' ()tt a()otpJn\
prcmi:,(s. Sh(JU[] tltc cnrplot'crr [rc trnltrlc trr rc-
solvc \u.h \itr.r.riorr' hintcll ol hcrsclt, it rn.rv lr
ncaessnr)'to involvc thc l'ublia ScaLlrily []Llrcnu
(['SI]). (l'hrcats lirrrn rlisgltrntlctl culrcnl or ti)r
nler cnlfll),vccs irrc lcss.rrnrrrrrn in (lhina th.tn ir1

thc LJnite(l Slllcs, l)rrl rIr oecttt' sprrt'.ttlic.tllv. )

a Treat written and telephoncd
bonrb thrcats differcntly
\\i itlcn nrcssluc\ nrc u\u.llly .rssrrciatccl n'ith

gcncrnl thrr.lts rn(l r\l()rti() .rltcnlIl\, [)ut .l
(r'lllP.ln\ tt).rr ,,i..tri,,tr.tllr [((cr\,(. ,r \ rrll( rr

\\'nnrin!, ol x \l,c.ili. c\ll()\ivc tlcr itc. Ncrcr ig-
norc s!rah \\rl'llin{\. (.onlP.rrlier rhottlcl estatr

lish lrroccdurcs lhrl irrrllu(l crnplolccs rvho rc-
ccivc a writlcn l)r)t]l]) lhrc.rt to handlc it
c.lrcfullt', rr).lkc \!lrc th.lt il is toLrchcrl bl as li'l'
pcoplr .rs p,rsrihlc. .rrrtl pl.rie it irr .r ziplock
lrag to prcsclvc tlru lrrvclrrpe or .lrlv ()thcr ilc
aonrpnnving nrnlcrinls us crirl,:ncc. Strrh procc-
dr.rrcs also.lpplv lo.lnv olllcf wriltcn crinrinnl
clcmands, srrch .ls riltrsor]r noLcs r)r rvnrnings of
product c()lltnn] inilt i( ) rr.

llut thr r'.r51 rrr.ri()rily r)l h0nrh thrcirts ure
nrutlc hv Iclel,h,rnc. l\losl (.rlls l;rll into onc of
Itl1) L.rtcS ric\. ll] llr( lir.l.llr( (.rll(r h.i\ (crl,rill
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The CMT should use

three factors to assess

the credilrility of ]rlost

borrb threats: the let,el

of detailed knowledge

alrout the facilaty

contained an the threat,

the techniea!

cofntretence of the

device, and the catler's
rnotirration or reasorr fol

carrtTing orrt the act-

knorrlcclge thnl ,r l)onrl) has bcen. ot r.ill bc.
plra.(l xn(l \irrrls t(, rrrirrinrirc l)rr\onxl iniurv or

PIoP.rt\' (l.ll]r.rge bv .rlcrting fcrsons .rt lhr' t.lr
lct lrcl. Irr lhi\..r\.. lh. c.rllcr is likclv ro bc thc
bonrbcr or .rn .r..(rnlli(r.,\ltcrn.rtivelr', thc
(:.rllcr r\ilnt\ to disrupt ntrrnrrl il.tivity rnd cxur,t
inconr'enicnee. lrr nrosl soch cil,cs. thc c.rllc'r h,rs

not iratuirllr pl.rccri .r hrrrnh, hLrt sr:nrclinres h.rs

flnccd n \inlul.rt.:(l lronrb. ()ltcn this tlpe,rf
cirllcr is an (rnpl()\'a( (,r'li,rrDcr crtrllovcc of thc
l.irgct('(l (lrg.rri/.rl i{)lt.
a Distribule r bomb threat checklist

'Ilrc cnrplovcr rccciving thc (rll should note
llrc c.rllcr's.()nrnlcnls rrn ir hrrnh lhroat chcak-
li.l.5u(h.r rhciklirl sh,'trltl rrilu(lc quc\li,,n\ l()

.rsk In,,1 lroxcs t() liak rag,rrding \'oiaa, rrnnrcr'()f
spcc(h, itll(l birckrrorrrttl noisc,;ts rr'cll Js spacc t()
\\'ritc (Invn a\rrllv Nh.ll rr.rs s.rid- l hc tirnr's in-
houst (.\l I thcrr rrrcs this rrrlilrnriti()n l() s\'Jltl
.ltc lhc (:rll .tnJ interricrr'r, thr par:,()rr Nh() l{x)k
thc c.rll t,r !(t hi\ i)r hcr inrl'rcs'ions .rntl rtitli
tion.rl rlct.rilr.

Threat classifications
(:\l l\ (.rn urLr,rllv cl.rssill honrtr thrc^rts .rs

"llcnuilc, "11()n-spccillc," ,rr' "hoax.' Ihc (iNll'
shoulcl r,rsc threc lir.l()rs to irsscss lhc credihilily
ol nrosl bonrh tllrcirls: thc lcvcl of dctailcd
krrowlcrigc itt)oul th. lireilit,v contrinccl in tlrr
thrcnl, lh. lc.llni.Jl .onrpcl!'ncc ol tlrc dcvicc,
.Il,l llrr Lrll(r \ |r )r,I |\.|Ii, 

'r 
| 

' 'r' r r.rn 'rr l, rr r J|| \ irlE
or.rt lhc.rcl. ln cr,,rlrratirrr thc llrrcnt, lhc (l\l l c\-
\crrti.lll! ir(lgc:' thc .reLlihilitr' ol thc thrc.rt-.r
pro((\\ in rr'hich tlrcrc.rrc n().lhs()lulcs. \\'hcn
rrL'ighing prrrh.rbiliti.s. th( (.\1 I sould be rrist'
to crr ()n lhc 5i(lc {rf anuli()n.

ll th( (,II I tlciidcs th.rt.r [)()olb thrc.rt \\ilrn'
irrg i..r h,,,rr. rt,'r'rtr.rl lrtr.itrcr' (rllcrrlii)l)\ Irr.ly
(()rltinUr \!ith()ut Jl(rlirrs rllrfl()\'ccs. Il lhc
( NII .1.(i.1.\ llr.rl .r h,,rrlr Ilrrr,rl rr'.rIrrirrq i: rr,rrr.
spccili., it nr.rv or(lcl ir sc.rlch ol thc boilcling be'

lirrr' rrr,rlirr* .rrrv ,h. isiorr r(S.rrriinq .r,,r(u,rtl,'n
t) lft lo (oI]lif,rr rrltetltcr the r.rll i' ltcnuir( ,,r J

hoax. ll thc (lir'l'l dccidcs lhll .r honrl) thrcirl
wirfilillg i\ !,r'rroilla. il shotrlrl ort]cr'Jr) ev.lauir

tion ol thc Irrnri\cs. ll lhcrc is cnough tinrc bc-
ti)rc thc \lJlc(l linrc ol (lcloIlirtir)r). thc (li\l l nrnv
rrrclcr .r Post a\.laonli()n \cilrah l() tlnd lha sur-
pr.l dr\ iLc .rtld Eir( r bonrh squ.ttl iln ()pp()rtu
nin' to clclilt it.

Ihc tollr:rriog tlitcri.r rrc.lesignctl to .tssist

thc (.Il I to tlccitlc tluicklr rrhich i.lion k) tnkc.
lf in riorrbt. thc (ltrl I rhorrld orticr ln cr'.rcu.r-
tir)n.
Seorching before on evacuntiot
tl r\lrvavr eorrrlrril .l scnrah ()l lhc cscapc r()ut.s
pri(r r l() c\,.lcunti{rl].
O ll thc caller nicnti()ns r sPc(ili. lloor ind lo.il-
ti,l|l. \(.1r.lr llr.rt .rr.,r lr' ,r,r]lir |l] llr.ll .r \ll\li-
cioos Lr[ricet is prcscnt ()r l() rulr (rut.r hoirx.
OAroirl cr.r.rr,rti,rrr. it 1,,r.sil'lr'.,r. irrirrri,' rt.rr
ocarlr av(rl il lhc eracrration is eooriuctccl io .tn
orricrlv nnrrn. r



Etocrdtirg
a lin.uxtc intnrtdi.ttelv il lhc lhrc.tt is consi(l

crcrl g,:nuinc.
a [:\..rcu.rt. \thcr] th. ..tllcr is crcditrlc.rntl iodi
aJla5 lhc lrcai\c lo(.rlion ol-thr: cir'vict', ancl a

scrrrh lincls thc tlcs.ribcd dcr icc-

a f:\'.1(untc il thc c.tllcr is crccliblc, anrl thcrc is

nor crl{)r.rgh tirrre hclirrc thc crpcctr'rl cjclonation
l() a(,rr(lu.l J r'cJrch.
Seatchiug ofter ar evacuation
o ()nly bonrb squatls attcl thosc cs.orting th.rrl
shorrkl conrluel \cirrahc5-o() one elsa nccds t()
elrlcr thc huildirg.
a l)() n()t cnl.r tlre builcling il-lcss thnn l5 ntin
ul(\ r'(rr,llr] rrrltil lh(.llla!,((l tl(1,'nJli,rrt litrt(.

\ /hen to call the authorities
( :()nl.r.tinB Pll(. .rulll()rilics inrnrcditttlv.tlict'

J conrfrrl! re(circ\.r lhfarl ir r1()t.ll\\'Jt's thc l)cst

.our\. r)l'n.liorr, lrcc.rusc I)5ll otiicials oticn tlc
r)r.rrrrl llr.ll lh(,'r$.lnr/.rli,,rr a\.1(lr.rlr rt. Prerrri..r
imoru,.li.rte lr'. ( ii\'.l] lhxt th. nrJioril\' ol lltrcJl
cnin$ PhonL. i.rlls oliginatc Irrrm clllers intcnt
or tlislupting husincss opcrllions oitcn li)r-
nl(r ()r (uttcril cntPloyfc. cYil(r.lxti{)n ()nlv

lcirtls such cirllclr to hclisc thnt thcy cln \u('
ccsslirllv .tclticlc thcit' objcctives. Nelr'rthcLss,
conrpirrrics shoLrld still tirke such calls scliorrsll-
.rncl eonrcrc thc (.\1 l. (icncralll, il ar)rttfJnr
.lrrtr ..rll irr Ih( l'\lt it rt ,lir.,,rcr'..r rlr.piL irrrrr

dcvicc or h.rs .lccitlc'tl to L'\'.laullc I)cciltlsc ol .t

gcDlrirrr lhrcJl. ltt sueh casc:, tht a()nrPrny
shoLrlrl .rl.o n()tili olh.r lenlnts lnd builtlinS
nlnn.lllarDarll.

An ounce of prevention...
(i)n(lr,.tinr.t bttsircsr in (.hina tvpic.rllr tl,rcs

rrrrl l)rrse fr,rlrIrtls li,)llr.r \.(ufilr I'cr\l\'(li\c.
hut thr nunrhci ol cr)ltlfJnics thrt hi['c lrectt tar

!,c1.(l l)y cxtorliorrists irnd hoar phonc clllcrs h.ts

riscn ir1 rcecnt v(,ll-s,

Sr'nsiblc tlrrrrs rvill sct up coDtingcncv plirn:,

l() n)itr)rgc thcir rrsprrnscs. r'atlrcr thrn sintplV rc

.rct lo.r erisir.'lhcsc plrns should incltrd,: eltctl-
lists, dct.rils trl rpcrilic titrtic< hased on cnrpL,rcc

frrsition llrrrnr rrrcftionisl t{) (ll-()), .onl.r(t
slrrttr lrrr hrrlh irrterrr.,l .rrr,l (\l. rrJl i,rnrlrttrti
aJli()lt\. a\JLu.rli()rl loLrtcs, $.trclcn .rrtas, r,'.ttticn

ch.rrt: 'h,,rring rrho i' rc.l,r,nsiblc firr lceding
r,nr1'Irr',.'er lrr .rrscrttblr'1rrilts, roll call listr, .rrrt]
\c.lrah l(ahl]iqLrcs. ltlurrs rkrne .rrc rtot cnor.tqlt.
h,,rv*cr': irrnrp.tnies rlt,rulLl str1,1,olt th.ot \\ilh
conrprehcrrsirc Ir,rining.

()orrrp.rnic. rrith sueh plJns in pln.c h.rre
lirLrnrl thcnr to h(' .osl ell..live, tspeciallv rvhclr

conrplrccl wilh lhe lost pr-orlttctivitv and prror-

conrplnv irttitge th.rt lirllorvs irrl tlorlcacssnry
.\'x.urli()rt. ln orc inslartat..r lir-trt itr thc hrnk-
ing \e.l()r l()sl rl)r)ttl S.ll0,{X)0 ()n Iita:\urr r)P(r
;tiorrs rr'htn ir ho.rr e.rll lctl lrr.ttt crircultion. r\l-
tcr tlcvclopint.t rfc.ilic continqcn.y I'l.lrr to
rudLlrcss this \h()rl.on)in{ irnd tr.tiDing stnfi rl .rll

Gondrrcting brrsiness in Ghina tyPically

does not pose prolrlerrts frotll a secrtrittT

perspective. ltatt the nttmlter of Go]tlpanies

that have lreen targeted lry exto:taonists

and hoax phone caltets has risen in recent

tTeafs-

lcrels, tlrc lrrnr rcccitcd.t nunrbcr rrl tlrrcntcnirlS

Ph()n. (nll\. ln .lll btrt onc .ns(', lhL's!' ..rlls \v.rc
irrrrcctlr' el.tssilictj ls htraxcs, lnd no prtxlrrctir
itv rr.rs lost. ln onc car!, thc firln d.terntinc(l llrc
call trr bc rtort'sptcilic.rnd or,.lercrl .ln ct'il.r.r.l
tir)n, optil]g lo .rr ort thc siclc' of catrliolt. No tic
vicc rrirs lirtrnd or.rclivatcd-

Org.lni/.rti()n\ rvith .t krtrg tt'rm, high-prolilc

l,r'(\crr\( irr t.ltrn.r rrill ll,, (l(!tllrl (,,lllillll( l')
nronit()[ thc sccuritv situation tvilhin the cotttt

try. org,.rni,/irtions th.rt nrc thinking ahcitr.l rvill
rlcvclop cottlingcnt)- plilrls thnt tikc illto il(
(r)r,rl rn\,cnrcrging pattcrns in rvhich nrrlior'
nrultinrt irrnal anr.l rririnlancl conrprrr ics littd
lhcnlsclvc\ thc tiltgcts oI botlr actttll lronrbirr$,s

.rnii ho.rres. i
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China's new foreign

investment rules open

competition

ANOBEAS LAUFFS AND ANDREW TAN

/^hinai recent revisions to its regulatory regime governing foreign investment broaden the

f scopc of foreign investment opportunities and ease approval requirements for a number
\rof indusrries. particularly those in manufacturing. The new regime, brought about
largely as a result ofthe countryt December 2001 World Trade Organization (WTO) entry and
national plans for economic development, is less transparent than the previous one and certain
aspects of it may contradict China's WTO commitments rcgarding export subsidies and trade
in services.

The Regulations Guiding the Direction of Foreign lnv€stment (Guiding Regulations) and
the Catalogue Guiding Foreign lnvestment in lndustry (Cataloguc) outline which foreign in-
vestment proiects can be approved by local or central authorities, which projects enioy prefer-
ential tax treatment, and which projects are offJimits to foreign invcstmcnt. The State Devel-
opment Planning Commission (SDPC), State Economic and Trade Commission (SETC), and
Ministry of Forcign Trade and Economic Cooperation (MOFTEC) cnacted the Guiding Regu-
lations and Catalogue on April l,2002, replacing previous versions issued in 1995 and 1997,
respectively.

Structural changes
The Cuicling Regulations and Catalogue maintain thc longstandirg categorization of indus-

try proiects as "encouraged," "restricted," and "prohibited," with any unlisted industry firlling
into the "permittcd" crtcSory. Llnlike the previous rcgin'rc, the new rules no longer divide the
catcgor), of restricled invcstnrent into two groups (A and B), \1,hich differ in approval re<1uire-

ments and available tax bcnc6ts. The Catalogue now includes an irppendix that outlines tht'
scheduled liberalization oI ownership requirements in some industries, reflecring China's
WIO comnrilnrents.

\l iIy
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Andreas Laulls and Aodrow Tan
are panners with Baker & McKenzie, Hong Kong.
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Project approval
and exceptions

-l-hc prinr.rry distinction ilnrong thc Ihrct
non-prohihitcd cittc!,1)rics ol- invcstntent is the

level ol govcrnnrcnl itulhoritY rcquircd li)r liro-
icct aPprlrr'111 ccntrll, Irrotincirl, ltrcl loc.rl (-rtc
'Lrhl.'). Ihc rclevunt ;tpproval luthorit) li)r 

^r

Pnrlicul.rr project su8llrstcd by thc trble'tDcrclv
prcsents n g,cncral rulc. Ir-rcePli()ns k) thesc.lP'

Pr(rlJl rl,(luircnlanl\ Jltllll tr' (crl.lin :'ervi((. ir)-

dustrics th.ll xre subicct lo China's \t'TO libcr.rl-
izntiorr aonrnlitments.

1'he Oatlkrguc is lll: subicct lo nnv othcr in'
dustr)' spccili. lrwr or itdnrinislratile rcgtll.r
It)ns thirt lr)ny imposc scparatt rpproval proic-
tltrrc's or rctluirctrlcnts. IJilst(l on currcnt
inJu\lr) sP((ili( r(.Hrrlrtr,,ns, i('rciSrr irrvcrl-
nr('nts in, li)r c\irn)plc, tlistribtrtiol, linlnci.tl scr

viccs, and tcleconrmuniaations, rrrrttld rcquirc
.rp;rroval lronr thc aPPlicltrlt'ccntral iruthorily in

.hirrgc ol lhrl iltlustr,v, regarcllcss of the'sizc of
thc invcslrrlcnt.

rritiitions inclurlc the intc
gralcrl circuit rlcsign scctor',

soli*.rre dcveloprnrnt a nrl
prodr,(tion, ccrlnin aonr-
put.r s,vstenr n(l pcriphL'rill
production, .lulonrol)il.
nranrrl.tcturing, arrcl lr hole-
sale.rnd retlil s.rlts ol orrli
n.rr,v goods (l)y irnplicntiorr,
all goods cxccfl thosc
spcciliclllv lisl cd in thc
rl,lrolcs.rlc .rnd rct.ril scction
r:l thc (,.rtalogrrc lrr,.l its itp
pcndix). All ol thcsc intlus'
Iric:, \'cre origiorlll in ci-
thcr th. r('slri.lcd B or
pcnr)ittcd cdtc6()ries.

In:rrlditirrn. thc n r'w
(iuitling RegLr l.r t ions pro
vitic that anv lirrcign invest-
nrcot Ir()iect Iistcd in thc
(:ntJloguc (iuiclirrg Fore'ign

lnvcst nr cn t in thc l)onri-
nirnt lndulitrics {)l the (lcn

trrl nn(l Wcstcrn l{cgions,
issuctl by Sl)l'(1, S['f(], .rncl

I1()|'l t(1, is co sidc'red cn-
cou r.rqcd and rr'orrld errjoy
th. rrlr:viult privilegcs. -l 

hr-'

The number of inalustraes

in the encor.raged category

has increased frorrr t86 to

262- luotaltle a.l.litaons

include the :ntegrated

circuit design siector,

software deweloprrent and

productaorr, certaarr

corrr!,uter stTstern anal

peripheral production,

autorrrolrate rnanufactrr rin g,

aflal rn holesale and retaal

sales of ordinart/ goods.

The Signature of Quality

klw,ron&>lvwtolt oNE I()HNsoN & loHNSoN pLAzA ' NEw BRUNswtcK, Nl 08433
aLl
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Changes to the
encouraged category

'lhc nrrnrhcr ol intltrrtrics in thc.'ltcotrr.rgcd
ertcgorv h.rs inc|erserl lront l8() l(r l6l. Nr)l.lhlc

THE SIGNATURE RECOCNIZED AROUND

THE WORLD FOR QUALITY
HEALTH CARE PRODUCTS FOR

THE ENTIRE FAMILY



lndr.rstries tlrat har,e moved frorn the
restr:ctcd to the perrnilied category

inclrlde certaan home appliance
rrranr.rfac)trrring and the t:r a fr rrfa ctrr re

an.l sale of gold and silrrer jewelry- The

operataon and rnan:rgement of
tetecom m u n acatao n s sierwicrers, urhich

used to be prohibited to foreign
:nvestment, is arnong the inalustries

that hawe ioined the restriete.l categort/.

central and western rcgions also encourage pro-
jccts, such s cotk)n weaving and the devekrP-
ment, construction, and operalion of scenic
spots and related facilities, that tirll within thc re-
stricted or permittecl calegories in the coastal re-
gions.

Only cneouragcJ invesrmcnr projectr nray
bc exempted fronr cuskrms duties and import-
level valuc-added tax on their inrports of capi-
tal equipment, unless the imported equipment
falls undcr thc Catalogue of Imported (ioods
for Foreign lnvestnrent Projects lneligible for
'lhx Exenrption, issucd in December I997 by the
(leneral Adnrinistration of (lustoms. Such non-
cxempt Soods undcr lhis catalogue are generally

thosc that Chinese authorities consider to be in
excess supply in (lhina, such as television sels,
camcorders, and videotape recorders. Previ-
ously, investments in the restricted B cate-
gory-which has been eliminated in the current
Catalogue-also enjoyed these duty and tax ex-
emptions. Industrics that were previously in the
restricted B category but are not in the new en-
couraged category, such as import and export
businesses, will no longer receive these benefits.

According to lhe Catalogue, any businers in
the permined category that exports 100 percent
of its hnished products is considered an encour-
aged investment and enjoys the relevant tax ex-
emptions. However, these exemptions arguably
violate the WTO Agreement on Subsidies and
Countervailing Measures (SCM Agreement ),
which restricts cxport subsidies. Indeed, the
WTO, early this year, ruled that a similar US tax
exemption under the US l-oreign Sales Corpora-
tion Scheme, which provides preferential tax
trcatnrent for export business, violated the SCM
ASaeenrent.

Changes to the
restricted category

'l he new and consolidated restrictcd category
has shrunk frt>m ll2 to 75 industries and-with
the elimination of the restricted B category-no
longer requires proiects with total investment of
less than $30 nrillion to receive central-level ap-
proval, with certain exceptions such as trade in
services. lndustries that have moved tiom the re-
stricted to the permitted category include certain
home rrppliance manufacturing artd the manu-
facture and sale of gold and silver jewelry. The
operclion and nranagement rrf telecontmunica.
tions services, which used to be prohibited to

General Approval Authority for Foreign lnvestm€nt Proiscts
lsv€stment CBlegory

Encouraged lnot subject to
jlteJgTq"h..:",j:!""|nqll
Encouraged {subject to
"state comprehensive b6lancing l

Tol!l lnva3tmel|t

fr4or" tftin SSO .illion
$30 million or less

App.ovaln6quir6d

Provincial authorty "'
Local authoriry accordinq to spplicabla

31m million or more
Betwssn 330 million and $100 million
Sio million or less

rules

State Council
Minislry ol torei0n Trade and Economic Cooperarion (M0FTEC)

Local authority according to applicable rules

Stato Council
MOFTEC

tocal authority accordiog to

State Council
MOFIEC
P.ovancialauthority

Prohibted No approvalallowed

NoTES: 'According to lhe Notice on lssues Relevantto Expanding tho Local Examlnalion snd ApprovslAuthority lor Encourag€d Forsign lnvestment P.ojscts Which Do
Nol Rsquire ovsrall Balancing by the St8te (December 1999,lhe Notice). Proiects subjectto stsle comprehensive balancing ars usu6llythoss lhat r€quiro investmenl
from the statei have an impact on the national economy, the peoplei hvelihood, or the distribulion ol productive lorces; relats to lrnd use and requrre the examinstion ol
the Stale Council; or requrte stale import quolas. Exampl6s ol such projscts include the menutacluro ol urban railway transpo( equipment or cryrl aircratt.

$l00 million or more
Between S30 million and 31m million
$30 million or less

$100 million or more
Betlveon $30 million and S100 million
$30 millaon or less

.pplicable rulos

Bestncled

lor encouraged proiects nol subjectlo state comprehensive balancing and the previous Cataloque Gurding Foreign lnvestmentin lnduslry prohihited fu rthe r deleg alion of
aulhority,or reslricted projecls.
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foreign investment, is among the industries lhat
have joined the restricted cirtegory. Some food
processing industries, such as the processing of
oils arrd fits, moved from the pcrmittcd b the
restricled category. lhe new Oatalogue still al-
lows companies in rcstricted industries thitt cx-
port 70 percent of their producls to fall under
the permitted catcgory, subjcct to separatc ap-
proval. 'l his does not violatc thc WTO Agree-
nrent on Subsidies and CoLrntcrvailing Melsures
becausc the permitted category does not offer
tax benchts, but rathcr provides companies with
a more relaxed approval regime.

Changes to the
prohibited category

Thc prohibited catcllory now includcs 34 in-
dustrics, Lrp from .]l in thc previous catalogue.
Some industries, such as the production lnd
publication of audiovisual products ind clec-
tronic publications, have becn shitie<l lrorrr the
restrictcd k) the prohibited cntegory. lndustries
rrppearing lirr thc Iirsl time iD thc prohibitcd cat

cgory include the production ancl developnrent
ol genctically modilicd seeds-an economically
scnsitive sector for (lhina-anrl the pul)lication,
irrport, ilnd general distribution of btxrks, ncws-

Prperr, anrl ptrirrdiLals-.t politically scnritive
sector lirr (llrina.

The rewised Catalogue, unlike ats

predecess.rr, mentions sorlle industries in

rrp to four different sectaons-corrrrparlaes

will need to wotk with gorrernrraerrt

officials to resolve these inconsistencies-

more concessionary than China's W-l'O liberal-
izalion commitments in c(rtain traJe in servi(es
,rrea5, including retailing through ehain slorcs,
MOFTEC officials havc stated informally that
rhi\ ilppearance is unintcnded. In such cases, it is

not clear whether China's WTO nccesst)n docu-
ments or lh€ (latalogue would govt'rn.

A mixed blessing
'lhe reviscd (iataloguc provides nrore practi-

c.rl value for manu[.rclur( rs thitl tor scrvi(c
providers. lhc encouragcd category, which pro-
vitles duty and tax excnrptions, lists more pro-
duction industrics than [rcfore and ccrtain largc
manufacturing projecls no longer require central
approval. llut lTecause nrost servicc providers in
cncouraged industrics tlo not require heavy in-
vestment in capital equipment, thc duly and lax
exemptions available on imported equipmert af-

fect lhem less.
'lhough thc revised t)ataloguc rcllects signili-

cilnt commitnrcnts thdt (lhina madc b thc w.l o
rcgar,.iing cxp.rnded Iorcign invcslnrcnl in .crl.lin
indusrrics, including financial services and
tele.ommunications, i1 ncvertheless apparcntly
contradicts WIO conrmitnrents on cxport subsi-
dies and trade in services. '[he rcvised Cataloguc
is also sonrewhat less transparent lhan the prcvi'
ous version, and, as a result, the effort and aosl of
('\l.rblishinB (('rtJin businerr'cs in (.hinl may risc.

li)r example, thc revised Oataloguc, r,rrrlike its pre'
dcccssor, nrt'ntions some industries in up to four
ditfcrent scctions-<ompanies will need to work
with governrncnt oflicials to resolve thcse incon-
sistcncies. ln addition, the Oatakrguc continucs k)
use ambiguous terms that have appeared in prcvi-
()us versions, such as "precious" and "fine" to dc-
scritt poultry and aquircullure sk)ck.

Unless thc PRCI governmcnt clc'cidcs to allcr
its gcnerul [oreign investnrent rcgirrre signili-
(.rnlly, inve\krrs should not expclt major rcvi
sions to thc Catalogue. Inslead, lhey will 6nd it
ncccssary lo l()ok to scparatc industry-specitic
rcgulations rs the menns by which (ihina will
nrirkc regiulatory ch;rngcs to ful6ll its WTO lihcr-
nlization conrnritmenls. ';:,
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Trade in services
I-orcign invesk)rs in tradt'in scrvices nray still

nccd kr rcli'r to separale regulillions to dctrrmine
the approvnl lcvcl and any othcr irpprovil or qu.rl

ih(rtiorr rcquirenr(nt\ th.lt npll'' to lh(ir lr,,ic(1.,
rc8rr(llc\\ r,l lht frrritr.'t's krlrl lllve\tnlcllt \i7(
and its ( )atalogue catcgory. Articlc l2 oI thc ( iuid-
irrg Rcgrrlations, wlrich did not appcar in thc'prc
vious version, says thirt "forcign investmcnt pro-

iccts in lr.de in scrvicc's urear to be graclually
opened should be cxunrinccl antl approvtd in ac-

cortlancc with lhc rclcvant ndti()nitl regulali()rrs."
ln nrany instanccs, thcse sr'pilrrlc regul:rlions re-

quirc acr)lral llovcrnnrcnt appr()virl.
Furlhcrmorc, llthough thc ( )alakrgut' appclrs
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China's high-

technology incubators

are providing crucia I

and old companies

their potential

I htr \hi'.rrr r^.rlks rlrriLLll .rs ht' lc.rcls it visilor lorrlrrl l lrrrilrlirrg bring lcrnrxlelcd to horrsc

/ l,,rrr,, rrnr t,l ItciiinE. nrrrrrt lriqh-lc!hnt)lrrg! huriness incubltors. 'ln thir olticr clllrv
Lporti,,rrot thc lrtrilrlrn!,, s'e ,rlcinnt:tn) r,.tr.inthc 196{)s, hc s.rvs. Rut ofcr)inS r.on
rrertirt3, rixrr to thc rcltrrhishccl in.ul)rtor \r.li{rrr, hc rlcelirrcs. "Norr rrc lrc ntoving into thc
nc\r, cc!rlurt." 'lhc incuh.rtor's goal: to hclP trlnslirrnr the rrrnclolvn l.r,:ilitirs ol' stlrtc owncd
cortglontcr.rlc Ileinci (iroup int().i fRxiuctivc lrirrt ofthc n.rtion's cctrnonrv.

(lhin.r h.r\ li)undcd nrorc thJlt l,]0 high lg.l) hu\inc\s incub.lll)r:, rince opcninr its first in
l9li7..lcc()r(lirrS to sl.rli\li.s lionr tlte'lirreh Iligh--Icthnrrirgr lnrlustrr l)cvclolnrcnt (.!'ntcr.
rrrrlcl thc Nlirristrv ol Scicrrce antl li'clrrrologv (iUOS'l ). Ihc rcnlurc\ irrcsprinkl.rl anrongol-
licc [ruiltlil]l.ls. unir.crsiticr, irncl cst.rblishcd \lnt( ownc(] crler])riscs (5()|]s),:,ueh rs llcinci, tlrrl
.rrc in dirt ncetl of ncrr' btt.iness ntrrtl.l:.

i\lo\l in(uhlt(Jrs prxitlc conrp,rnics rvith Lrrl cost ollicc spirce.rrrtl srrllcqic atjvitc on is-
,iucs sttch ar rrlirr)Jgcrrrcl]l lnrl firr.tncirrg, an(l orost ire g()vcrnrrlellt owllc(|. Son'te lilrs(.t
r.rpirllv trorring inJustrics such ,rs hiolcchnrr[,gv. nricroelcctronics, srrlirurc,.rntj tcl.aor]rnru-
ttii,rlions.tnrl scck lo,rllracl (.hirrcr'c \luLicrrl\ rclurning lr{)nr orcrst.rs;nti irrtern.ttion.rl in
vasl()rs. Ilul lrovr cllcctivc rra tlrcsc inslitlrlion\ caD tltev hc.r t,x,l trr cncrgizc (ihincse crr

lrcprcnr'ur\hip rvilh vit.lllv rrr'edc(l rlr.rn,rgcr-ialgtridirntc. c.rpit.rl, irnd institutionrl suPPort?

The \ruestern experience
As wilh nrlrrv rspects oI thcir nrrrdcrnization drive', (ihincse Phrrncrs Lxrkr.rj to tirrcign

nroclcls in thcir t'llirrts to refornr irn ('c()n()nrv dontinltc(l hl publiclv orvncd cntt'rpriscs. In
Norlh,^\nreriea, thc nunrbcr ofbusincss incubalors grcrv lronr ll in I9l{0 to rtrorc than 800 in
2()01. Accortling to thr: (lS-bascd National llLrsincss lncLrb.rtion A\s().i.ltion (NUIA), t)ublicly
sr.l|I)rted incul)ntors ercatc jolrs irl ir c(,:jt of nl)orrt SI.l00 |cr nov job, whcre.rs other public

.rI i Iy
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job-creation mechanisms can cost more than
$10,000 pt'r new.job. And the NBIA claims that
87 percent of firnrs that "graduate" from incuba-
tors are still in business today. Independent stud-
ies donc ar Pr.rrdue University and Ohio Unive'r-

sity in the mid-I990s found that incubators
contributed to both iob creation and the survival
oi new businesses in lhe United Slate5.

In contrast to the American model, in which
some 25 percent of incubators are for-profit,
most Chinese incubators, organized under
MOST's umbrella Torch Program, are nonprolit.
Only a handful of tlhinese incut)ators are Pri-
vately owncd, though most incublted companics
are in privatc hands. lndeed, Chinese incubators
face the difficult task of assisting and guiding
private entrepreneurs in a society that until a

decade ago looked with Sreat suspicion on those
trying to build their own company.

pro6ts during the incubation phase,

and only one-third or fewer of thcm
graduate after the flexible and often
non - cont ractually binding limit of
three or four years. Others either ter-
minate their business or linger on in
the incubator, Claimed failure rrtes
rangc t'rom as low as l0 perccnt for
electronics equipment manufacturers
to as high as 90 pcrcent for lnternet
or biotcchnology-related startups.

In thc past seven years, the total
number of incubators in China has

doubled, but the average number of
tenant companies per incubator has

risen from l9 to about 59.'Ihis has

posed problems for some incubators
that cannot meet the demand for
mana8cmcnt support. For example,
at Jinghai Hi-tech Business Incuba-
tor Co., Ltd. in Beijing (one of the
country's few incubators in private
hands), manager (a nd Qinghua
University MBA graduate) Yang
Yanqiu has only enough time to de-
vote her full attention to helping the
five most promisin8-and potcn-
tially pro6table-of her incubator's
32 conrpanies. linghai has taken up

A typical Ghinese

ancrrlrator consists ot

ofre (rr sevefal floors

of a publicly or rned

office building-

lncorning tenarrts are

screened for their

business plans,

rnarket potentiat, and

fit t^rath the

incrrlrator's i ndr.stry

specializataon, arrlong

other factors-

to 50 percent equity stakes in some of these cho-
sen conrpanies, Most of the incubator's other en-

terprises, however, receive little targeted aid from
Yang and her handful of assistants. Yet even this
minimal level of anention surpasses that devoted

to tenants of the typical stdte-owned incubator.
Most managers of these outfits have back-
grounds in governmeot work, so they can offer
litde practical management advice.

The typical ownership structure of China's
incubators gives rise to other problems. Govern-
menl incubators otien take littlc or no equity
stake in the incubated companics and thus have

little motivation to generate profits by helping
their tenants succecd. Nevertheless, they do excel

at providing mainly non-financial aid to snrall,
high-tech enterprises that can find little other
administrative support. Moreovcr, as discussed

below, sonre governmeDt incubators have started
to take financial intcrest\ in hosted conrfanies
on an experimental basis, indicating some nrove-

ment toward greater profit incentives for incutra-
tor nranagers.

Types of incubatora
A closer look at the vart)us types of Chinese

incubctors-lhu,'e f.rcused,,n universities, re-
turned overseas students, and SOEs-highlights
the ways they and their hosted enterPrises,rrc
prepared to contribute to (:hina's high-tech
ecolromy.
O Universityincubators

Man1, of China's major univc'rsities have used

incubators to channel acadcnric and scientific
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Characteristics and
roles of incubators

A typical Chinese incubator consists of one

or several floors of a publicly owned office build-
ing. Incoming tenants are screened for thcir
business plans, market potential, and fit with the
incubator\ industry specialization, among other
factors. According to interviews with Torch Pro-
gram otficials and incubator manaSers, accep-

tance rates range flom 20 to 70 percent and of-
ten depend on available building space.

The primary attraction to many tenants is the

low rent, which can be 50 percent or more below
market ratcs. Rents for admitted comprnies usu-
ally rise over a three-to-four year period, to en-

courage companies to become self-sufficient and
eventually graduate. Tenants receive other inlias-
tructure discounts, such as subsidized telecom-
nlunication network access and use of commu-
nity nreeting rooms.

C)ther features found in incubators reflect a

Western model: staff provide companies with
advice on managenrent practices and loan appli-
cations and Sive low-cost or frec legal and ac-
counting aid. Perhaps most important for the
fledgling companies is potential-though lim-
ited-access to venture capital (VC) funding. As

discussed below, this part ofthe equation has bc-
come the most vital-and yct most nettle-
some-for new companies.

Table I summarizes some of the key national
statistics for incubators. As of 2000, about 37 pcr-
cent ofChina\ 21,000 high-tech cornpanies in de-

velopment areas were housed in incubators. The
average size of an incubited compcny-about l7
employecs working in about 350 square metcrs
(m:) of ot'6ce space-has remained fairly stable

over the past seven ycars. Total income for tenant
companics has risen more than tentold, and the

average revenue per company has gone front
about Yl million ($120,000) to Y2.3 million
(nearly $21i0,000). According to ()hinese oflicials,
however, fcw of thesc companies actually earn



The Beinei Grougr's

ineubator has becorne
a model of sorts for

other SOE ancr.lrators-

As of Iate 2OO1. it
hosted sorne t5

co]rlpanies that

ernployed about rlOO

workers, antl

occupied nearly tO

Irercent of Beinei's old
internal corrrbustaon

engine plant.

l.rlcnt inlo th.' hLrsincs. rrrr d I:l, i-
jing s Qioglrua Llnivcrsitv .tnrl
5hangh.ri's I'uti.rrr Unircrsitl pror itlc
Lrrclirl c.rscs rrl such intcr.rition.

Qingh u.r lirundetl ils ir)cub.1l()r.
tltrbberl 'l)irrrrccl Palk," in August
1999. \\'il h ttcallr'.1() conrpanics.rs
()l lxlr l00l . lhc inn()\ rlir)n .L,nt.'r' is

l)rrl ()l .l l.ir,t!.r univcrsily scicncc
park. llceausc ol sp.rcc linritirtions,
lhc irlcul)ill()r \':ts sclcatilc, rcccpl-
itrg onl\' l0 to -i0 pcrccnt of .rppli'
(:ilnt (onrprnic\. Furlarr Llnivcrsil r

li)urrdcd ils \irrgpu incul>irtor-, lvhich
rtrrrr' hirs vrrnc 150 (()nlIxnies, in .ln
.rrc.r [)ord('ring its Sh.rngh.ri c.rmpus
il] I99;.

'l'hc un ir crsi$ incub:rtors'otrvi-
() ur, ildvirnl.rgcs inelrrtlc rertlr.
\or.rr(cs ol lJctrltv.lnd strrtlents. Itro'
Icrsrrrs in spcti.rlized l'iulcls, such .rr
tlrrrsc io thc rrnivcrsilv:' l)usinass
sehool t;rculty, rcgularlv lrold scs-
rionr lirr thc l.n.rrt.onrp.lnies iln(l
l..tur. oo x((()unting, llr rulcs, and
rnnnn!,cnrarrl P[rcliccr.

Qinghur's incubatol lvpicilly rc-
cruils rcccnt crrclu.rlcr scvt'r-Jl

S.160) |cr rDonth, rhc lrighcr'-plyirg rlork.rr pri
vnte cr)l]ll)Jr ics is tcnrpting.
a Returned overseas student incubators

ln ltr'iiing, thc Il;ritli.rn I)ionecr l'.rrk s rc
turne(l srudcnt tieilitv, lirundcd in 1997, houscs
l.l0 .ornpi]l)ics, nrost ol rvhich lircus on inlirr,
nlirti()n taahnoloqv. llctrrrncd \tudrnts il\ cr!{a
-1() to {0 rcars old,.rnd ntrst havc.r l,hl) anti t, ro
ll nronlhs ol olcrscls \\,()rk cxp(rierrae. LiP to fiO

Perccnt ol rclurncd \tudcnts posscss t'itl'rcr' lirr-
cirn p.rs<port. or lirrci!.:n residcnt riglrts, nr.rinlv
in thr L' itcd St:rrcs, (l.rn.tcla, or Austr.rli.r.

Ilettlrrlc(l studcnls .lre xttril(tc(l prinrarilv lrv
lhlj,,1\l\rrllrnilv l,) l'r'trrr,l tlreir ourr !',nrliI]l(\,.r
l)rospc(l nl.lnv llnd (lil-li.ult .rhrold. Ln11gu.1g(

.toti lilcstvlc issuer alsrr attrlcl sluclcrrts birtk lo
lhc Pl((:. I hc l)ionr.'cr I'.trk olli'rs licc r.nt li)r (r0

rrrl oi rrlliec spacc rluring a cornpirnv's firsl vcrr
anci rliscorrnts on rclll li)r (hc llcxl two vcJrsi
providcs,,t^rndard lrgal. lo.rn, rnrl nranaqcri.rl.rd-
liee rrtd .rsristanec rvilh photqrr;oPyi11g, 1;11jng,

rnd othcr clcrical rvor-kl .rnci lrclPs rc:,ohe h()lrs
ing ancl chiklclrc rclntcd issues.

'I hc biggcst trarricr. even li)r rcturnc(l \tu-
d.nts.rl lh. tl.ridi.rn lirtilitv, is gcner.rtirrg sulli
cicl]l st.rrlup..lpit.rl. I)ionccr l,.rrk ollici,rls conr-

Plrirr thit the,v cotrld not rrllcr financial
.trsislirncc ot takc :r linirrreial slnk( in .lnv ol th(
pronrising eonrpanic\ utldcr lhcir l)rrrvie\r'. Ih.\
l)r)intcd ()ul, ho\1'rrcr', thal rclLrrrrecl stuclcnt\
bIing brrck ns tD!,ch ls \'.100,00{)'}.+00,000
($.16,000 S..18,{XX)l {)l lht]ir olvn scc.l nrorrcv anci

a.tn u\c thi5 lo a()r'cr rrrnll\'slilrtuf (()sts. Fc\\'()l
tha cor]rpJnies, horlcvcr, lrc lblc lo nltrlcl ()\cr
sels V(. hrrLling.
O SOE incubators

Ill(uh.rl.,r\ li'rrr.irr*,rrr, r'r (!cn (rl(r.lli 
S

r\,ithirr, S( )lir r('pr.\cnl n Dov.l \'.ly l() tr.klc this
nrost Llillicult institLrtion in (lhina's c,conontv.
'lhough S()ti incubirlr)rs ilrc lirunrl in only about
n (lo/ctr rrrlcrpriscs n.rtirrnrr'idc. thcv.rrc Lrasctl in
kcv crrrpor.rtions su.h ,l:, (l.lpil.tl Ilrn lnd Stccl
(.o. rrr(l llcijing (lhcrricil l,lant. lleiiing's
lliorlcrlicirl lli-li'ch Inctrb.rtor (]r., l.ttl. plrvirlcs
in h,,rr.e l.rb,'r.tt,,rr c,lrril'rr(nt ti'r.iicntr.t'

ron)pJnic\ intcrvicr'cd in l0ol (l.riI]r.(i lr.r.1'r

r:rrrplorcc h.rrl .r Qinghu.r tlcgrcc. lrrrlnrcr strr
,.lcrrts tiruntlccl nlost ol lhc conrf.nics, $ith tr!1)
or lhrca c()nrp.rrics lccl lry r.'turnc.l ()\'crscns st!r-

dcnt s.

Qinghu.ts llctrltr Lrre.l t() .ral .r\ .()r)sullirnls.
r.rlhcr thrr conrpany cll)ploJecs. ln l.llr 2001,
hrrrr,cver, llrc Llnivcr\ity hcgirn to tliseotrragc t.rc
ullv nrenrbc[\ lrrrnr t.rking lrxr ]u(h linrc li()nl
thcir tcrrhirg (lulies to P.rrti.ip.ttc in conrpanv
il(liviries. l:u(lnn's polie\, w.r. th.lt li(Lrlll, n'rcnr-
bcls shoulrl spcn(l it lcxsl tl0 pcr.cnl ol thcir
riI)c ll] (\lll(.rtii,r r'llirrt., lrrrt (,n( (,'rDput(r \ii
crcc prolcssor.rt the Sh.rrrgh.ri incub.rtor slid hc
\pfnl 95 pcraent ol his tiruc dorng conrlan\'
rvrrrk. With tvpi..ll univcrsilv sirllricr, .rl Fud.ur
riln!linq ll'orrr.rhout \1,000 lo \'.1,000 (Sl.l() l(l

Table 1

Growth of High-Technoloqy lncubators, 1994-2OOO

1994

NuDber ol lrrcrbalors rr C rfir l3
I998

100

2m
r3180 100

r,390 r,854 2,416 2,610 4,138

?t 3r ,11

r995 r996 l997 1S99

r l0

Number ol Ten a nt Compa nies 7,693

Average Number of Tenanl Companies per lncubator l9 21 48 59

T"trlErpl"yaaa'.

Average Number ot Employees per Tenant Company

Total lncome of Tenant Companies (Y bilhon)

NA

NA

NA NA 45,600 68,975 91.600 128,116

t7 i 113 l6 7

408 s.58 r7 88148 242

NA NA

363

Average lncome per Tenanl Company (Y million)

Number ol Conpanies Graduating

r06

NA

L3l t47 L47

836174 284 491 6r8

1.53

1't1

N0TE:NA=Nol availahlc

S0URCEST Slatisaics o, C,iinn Torch Prog?n, 1994-1999 and NanonalScience and lechnology ln(lustialPa sol Chna, ?000. Both repotu are pubhshed byfie Torch
Hrqh-Technology lnduslry 0evelopmeflt C€nler, Ministry ol Science and Technology, Berling
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6.07

181 2.32



li()nr S()lr phirrnraacutiaill corrrpJrlics.ts l.rr nwnt-

as ( it r.t tr g,tl r n g.

lhc llcinci (iroups incrrbrtrrr hrs bcc,rnrc a

nrodcl ol sorts lirr othcr S()| intub.rtors. ,\s ol
lLit. l0{)1, il hoslcd srrllrc 15.()nrpillties tll.rl cnr-
plrrvrLl aboul .100 \'orkcrs,.rnti occttpierl rtc.rrlv

l0 p.r(enr ol Bt'inci s olcl intcrn.rl ionrhurti,rn
cnginc plurrt.

/\s pr'odu.tion at llcidei lill in thc lntc 199{)s.

fl.!nl \p.rac. (rquiPrncrlt, anel tr0rkcrs bccarnc
.rriril.rhlc to nor', priv.tle contp.rrtics. \l,r.t t,l thc
incr.rtr.rtctl cntcrprisc:\, such as thosc nr.rking
rnctlical cquipnrent rlr irutonrillcd roaci-toll col-
l..itiorr rr;rchines. .rrc rr,.'ll suilcti iitr lhe huild
ings liunrcrlv r,rsc.l br .rbandoncti llcinei fn:dtre-
tion lincs. ()l thc .10() work.r\, itt)oul 100 .lr('
firrrrrer Ilcinci cmpkrvccs.

lor S()|s. thcn, initrbalors (.trr solv('sa!cnll
pr(lb['nrr: thcl' absorh crcess l.thor, trsr' tlornr.tnl
spacr.., lrrrl, in thc cirsc ()l Bcioci, pol.nti.lll) p.(F
virlc lcvt'nuc to the lnrst SOI:. rvhich cnn till(a irn

os'ncrship slnkt in lhc incrrbatrrr. llcinci (ilouP
or'ns .rtrout hall rrl its rcri,.lcttt incuLralor, lnd
thc incrrhittor in tttrn has crluitv slxkcs itt stvcrJl
cntcrprir,cs. Llnlikc thc tradition.rl tnodcl. ltorr
cver, al)rlrIrnics ilrc o()t en(()trrnScd lo tr'J(itl-
.rlc r.lthirr, thc! rc cna()urJ$,4(l lo star.lnrl {cn
crxte ra\,!nuas li)r lllc li)r-pr()til itrctrlralrrr. Nclv

conrpirnics aorrlc in.rs lhc intuhitlor rctrrrvatcs
dil.rpitl.rtctl huildings,.rllorving rr.tlrngers \r.h is
,zlrrr \hr'.rrr to ho.r\l Jh()ul hi. irrrror.tti,,rt.en
l('r's ilchiavcnr(]rlts,

Dcspitc this sLr.ccss, thc incrrhirt()r's irrp.rct
orr llcinci s o|crirtions rcnlain\ n)ininrrl lo d.rlc
.oorpirrrcl irr thc S()[: s crrginc' plJnt, lvhi(h .ur
rr'ntl) cnlpl()ys sc!erill thousiln(l rvorkcrs anrl
.t.rll. /htr's g,r,rl i: lo lr,rrr'5lt I'r 60 \(lllll.rtri(\ irr

his in(rrl)Jl0r l)\ ll){);.

Venture capital
and profit rnotivation

Anrorrg thc Il irr!ul)rtor5 !i:'ilcd in ll.ijing
,rrrd Shartgh.ti in liilc l{)01. n urtivcrsirl .ornplJittt
\\.1\ thc\(,rrril\ ()l-\'(' l,)r rr(N l,rir.rl( (r'rrrl,rrri..
(s.. | .l.l ). In Slrangh.ri lhonre l() .rhoul lo in.u
l).itor\) th. muniiip.rl Sh.rngh,ri venlurc (-.rIit.rl
(ir. oll(.r\ n totrl ol \'600 nrilliorr (!i7l nrilli0n).
.rnd ttcijilrg l\lLrnieipirlitv (!tilh.rhout -10 in.!lu'
t()rsl h.r\ l)cl\\'c(n \5o0 nrilliorr (S('0 nrilli(tlrl
.rnd flt00 rrrillion (59(, rnilliorr). ()i Sh.rrrSh.ri \
Iunrl, l150 nrillirrn (:lltt nrilliott) rsus chunnclcr.l

lo ()n. ()r$rrri/nli(rr), li.rotonq Ilnir crsitr's Slt.]rt$

h.li \\ ilhuh lrrcub.rt,rr. r'hi.h rr'.ts Pcrh.rl\ lhc
orrlr'(-hintsc incttlr.tt,rr t,r tcarrr.r llxcd \'( rrt.rrt-

r{cnreDI .()rnpnrly with the illaolrJl()r itrcll. ()l'
\\'ithub'r l5 eonrp.rnic. in latt l(X)1, hrrrrerer-,

orrlv thr',.c \o,i\.rr. (()nrl.lnier h.rLl bcnrlitttl
lr()rD \'(. irlrcslmarll-

llcalrrsc nr()st V(. lrrntls lrc litrkccl lo grrverrr-

IllrDl !r,l'l(r\, itt(Ul\.il,,r' (rt l'tir.tlt' .,'1111r.111i(s

.rtrlc to olrtain iunrlr lclt.t di\lin!l ol)li$,rtir)rr lo

.rvoid 'l,rsirrg,'lh( rcsouracs; or. \\'ithtll) rn.tn

.lgcr rotcd lhrt iln irtaubxtor tlritl ntisuses grrr'_

cnrnlcDl nr(,llfv could hcconre a

t.rrgct of ollici;rl criticisnr. As l r.'-
.rrlt, strth \'(llirntiing hiks tlre air
ol risk it posscs:,cs in lhc \tcsl,
and, irccordirrq t() onc inauhiltor
rn,lnnF,er, is s(.lr(clv nrorc than il
Lrln in nr.tnr'allscs. ()nc or.rnilErr'
s.l i(l that (on\(ry.ttivc (lhintsc

llotcr' ntet)t vL't)tlrrc fu rl(ls (ilrl0ot
n...pl the \\,c:,tcrn idt'a ol onlv l0
t() l0 p('rccnl of \'(l-tuntl,tl conr
p.rnics succccrling,

l)[ivltc iln(l ()verscils V(] hils
rur.rnlgt'd to inliltratr' (lhi .is en'
t r(rpreneuri.rl \\'s1('nr throtrsh
sonrc of lhc rrlorc inn()\iltiva in-
ruh.rtors. llciiings privLrl. lin!,hii
(iroLrp, olltcr ol tht' lirrghiri in-
euh.rtor, .ulllics \'(l dir.:itll' to

One rnanageT said that

cofrseTvative chiflese

goverfitnent venture

funals cannot accept the

l,lrestern idea of only tO

to 2(, percent of \,C-

frrnded colnpanies

succeeding-

th. h.st ol ils cntc'rfrisc\, hasctl pritttlrill' rrn

l.lr()!fth ol c(rr)pilny rcvarluc .tntl prolit Pr'ojcr_
tiorrs. Shangh.ri's (lhinil lntcrn(l lncubatiorr
(-cnt.:r ((lll(.),.r lalgclv prir.ttclv b.rckcd inctr'
lr:rl,,r llr:rl lrlcs l.rtgcr tlt.rrr rr,)rrnJl ('(lllil! f,'\l
tions of -l() to 60 pcraent irr incubatccs, cncrrLrr"

.rgcr snrall .onr|.rni('s to scck ovcrst.rs lintlinS.
l)uring thc lrtternr't hoonr (,4 cirlv l(X10, (.ll(.
cl.rirns that orrc ()l it:' conrpirnics,.rn lDt(rncl
.l ual io o silc a.rllL'd.ltlctionLl()\vIt.cottt, raisecl
5500.001) lionr .rn .\nrcr ititn VC lirnr. I hc st.trt-
trP !()nllr lr)t'. hosevcr. rrpcratcrl lor lcss lh.rn
r)ltc vant,

(J in gh u.l Llnivcrsilr''s inculritlor hrs.rlso
opcncrl itscll to lirrcign invcstnrent,.rnrl as ol litlc
1001, hid .rlrrn.r.d I"l0 million \'50 nrillirr
( $.l.tl rrrillion. $6.0 rrrillitrn I irttnr l'.riu'.tn atttl
Singrforc' inverlors. l hcsc llnds girv. lhe ovrr-
\a.ls in\cslo11 r l5 fcr(cnl etlrity st.rkc in thc itr
eLrbllor ilscll, lrrrt th,: rnoncv w.l\ trlScta(l .tl

lirul of thc ntrst pronriring conrplrrirs itt the itt-
nov.rlion (cl]l(]r. lhc incrrhiltor itscll ho[ls .rs

t]lr.r(h ns n l() f.radnt cquil\ \tnkc in lhasr sclc(l
li)rrr cnt('rpri\cs.

Struggling for independence
\\'illl nc,rrll .rll ol (-hinas incub.rtorr iuttl \,t.

in public h.rrrLls, rtsk rvcrsirrn scents tt, hc stnrng
in iu\l lhc irrc.r rvhcrc'irtnolalion coultl llottri.lt.
Lntcrplises lict incrtlsingll crorrrlctl llcilitics
rvirh littl.' nr.rn.r!,('ri.rl grritl.rncc Inrl linattci.rl
sUPPofl.

lhc protit nr)liv. rrl.rv !ct [)r!()r]tc i slr()llt
iI]((rtiva, not iurt tirr thc tcninl sl.trlups hul
.rlso lbr thc irrLubrtors th.rnsclrcs. \\'ith io.tll).r
tors lilic linghiri. (ill(-, (linglrur, u(l cven Ilcinci
t,rkrrrg g,r..rt.r' tirr.trrri.rl \(.rk(. irr tlr.ir crtlcr
pr'isr'r, streecrslirl incub.rt,rls nrlv crenlulllv .tt-
lr'.r\'l a!ct slr() gcr nt.ul.rganrcnt tcirns .tod hclp
srrrxll cornf.lnics urow nt()r'c qtlicklv. As l()ng tls

thc \t.rl. tikc\ r or.tior r()l( itr olrcrrting itn,.l li
n.ln.irS iri.ulr.rt(rr\. thorrgh, thc rnt(rPrisc\ \\'ill
l.rck thc tirll risk.trrd rcr,r'.trrl l)cnctlls lhrt Pri\.rlc
c.tpitrrl llou's e.tn olli.r. ;i:
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Recent legislation

has opened new

exit options, but

murkiness persists

Jr Il

ATLAN K. A, MARSON, I\4ATTHEW J. MCGINN, ANO FLORA HUANG

f hinese foreign-investment regulations permit onl), limired ways to dispose of invest-

f mentr for cash relurns-exit strategies-because they were designed to favor long-term
\rdirect investors thal wish to entage in a particular business in China. Venture capitalists
are reluctant to cqmmit funds to companies, however, when effective exit stratcgies ar€ un-
available. Recent changes in law and policy relating to public offerings by foreign-invested en-
terprises (FlEs) and foreign venture capital investment are coalescing to suStest new exit
strategies. Foremost among these developments has been the September 2001 release of the
Provisional Regulations for the Establishment of Foreign-lnvested Venture lnvestment Enter-
prises (Venture Capital Regulations), promulgated by the Ministry of Foreign Trade and Eco-
nomic Cooperation (MOFTEC), the Ministry of Science and Technology (MOST), and the
State Administration of lndustry and Commerce. The most notable feature of the Venture
Capital Regulations is their stated intention to establish and perfect China's venture capital in-
dustry-an acknowledgement that such an industry does, in fact, exist in China for Chinese
technology startups looking for venture funding (see p.33).

Exit strategies r rith Chinese characteristics
The vast majority of FIEs are established as limited liability companies in the form of

wholly foreign-owned enterprises (WFOEs) or equity or cooperative ioint ventures ()Vs) with
Chinese investors. Exit strategies have been rudimentary and cumbersome, limited mainly to
the assignment of equity interests or liquidation of the company. Chinese regulations also per-
mit the formation of cooperative JVs without legal person status. Since no independent legal
vehicle is formed in such a IY the cooperative relationship can be severed according to con-
tractual terms without formal liquidation proceedings. Coop€rative [Vs have rarely been ap-
proved in recent years except for certain nalural-resource and hotcl-development projects,
however.

Allln X. A. ihrlotl and tlo7! llulng are partner and associale, rsspBctively, with the Asia
Desk 8i Baker & l\4cKenzie in Palo Alto, Cslifornia.
Malthoty J. McGinn is a senior associatB with the Corporate Transactions and
lnternational Business Group 8t Baker & McKenzie in Palo Alto, CElilornia.
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N,lOlj'l ll(l or tl locnl cnlity (lcsignirtc(l l)y
l\l()l: I Ii(: (Appr(^'nl Authoril,v) nrrrsl nppr()v.
rll chnngcs in thc ()w nership structLrr( of r JV or
WFOtr, including a mcrgcr or th!'irssignnlent ()l

.rn inrcrc\l tr,rrr .rfiilialt'tl tontl,tnr'. lr' .trsiErr ,rrr

intercst in dn equitl'I\', thc assigning prrt.v nrusl
llso otrtirin thc unaniuous con:'c11l of ils lV
Plrtncrs. Ilquity JV I'arttrcrs rvho rrc not Pxrtv
to th. Jssignm(nt havr' .r preemptivc right to
purchnsc the inlcrcsl. iVI()rcover, if slalc-ownctl
ilssets .lr( inic.tcd into lhc I\l relcvanl regula-
li()ns rcquire nn cvnlutnti()n organi/illion .rtllh()
rizecl undcr PII( I hw to Jpfr.lise stnlc own.(l l:'-
scts to villuc thc lV's rsscls in ortlcr kr set a lloor
fi)r thc.lssignnrcllt pricc. lnvcslors lllust al\o
navignte.r nrazr ol a;rProvlls nnd Proacdrlras k)
liquirlrrtc n lV or WFOFI. l'olicy coosidcrations,
such as prcscrvillir)n of locll t'mpLrynrent lcvcls.

mav sonlclimcs .rllcct the Approvnl Auth(,ritv'\
rvillingncss k) grnDt thc ncccssary lpprovals.

l-orciBn invcslors in IV5 sonretinrcs attcnlpt
t() circrrnrveDt lhc a()n$cnl arrd pre(n1r11t'a ,1*h,.
of olhcr illest(,rs bv including l)llv oul or Js-

signnrcnt clauscs in thc tirrnratiorr rlocunrcnls.
Such clauses trsrralll'statc tlrat irll irrvcstors rvill
lre clecrrrcd to.onscnt to ln assignnrent nr,rdc
unJcr thc (lnu.c.urd will t,rkc.rll .rili.ro: r..-
qtrircr.l to obtair the Approval Arrthrrritv's a1,-

provnl of thc nssignnrcrtt. Sinrilrrrll', tht'lirrnr.r
ti()n d()(um!'n1s coulcl inclLtrlc n vilriclv ()f
.l.tu'c..tllcctirt!, erit r)lli()rl\ lh.ll .trc (,trttnl,ttl i,1

othcr countri.s, such .rs "drag-alrrng" rig,hts
(rvhich cnable a rharehoklcr to forcc otht'r shurc
holdcrs to joir ir the sillc of a conrpany nt thc
silme pricc, tcrnrs, and conditiorrs its olhe'r scll

crs), "t^rg-rlong' rights (t''hich all<x, sharchold-
ers to join i1 trirnsirction whe'n rnothcr shitre'
lroldcr sclls its stlkc), or fut optiotts (which givc
a sharcholtler thc right to scll all or fart ol its

stakc at a sl,ecified price within a spccilied tinrc).
'lhe Approval Authority levicws thc fonnn'

tion do.un)enls prior to lhe est.rblishrnent rrf .r

J\', horl*'cr, ancl rvill likelv rcicct nny.lnusc\ thnl
limit its right t(, nppruvc ln irssignn).nt ol irn in-
lcr(\t irr lhc I\' (,r .lrlv \uhsl.lnliil r(\truLturirrF
ol thc l\'. ,\ltcrnatirelv, thc Appro!al Authorit!
I]lir)'.ri(cfl lh..l.Il\. h l r((luire lhc in\(sl,,r\ lt'
ndd n stillenlenl that thc n.tions (oolcnlplitlc(l
are subicct to it:, ill'provJl. Lvcr il-nr.ept((j, thc
vllidity ol tlecnrccl aonscnt clxuscs ar'tcl stittt-
nrents rcquiring litlrr tlpproval lronr thc Ap-
provll r\uthoritv havc r.rrclv bcrn lestcd in
China s courts; it i\ not clc r lhJt thcv can bc cn-
lirrcetl cllectivcly.

Sornc lirreign investors cnte'r into sidt agrcc'
nrent\ \r'illl thr'ir ( hirte.c (ounlerll.lrl\ (otrrrrril

ling th. p.rtics to cxit slrntcgics tlut arc nol abll:
to pnss nrustcr rvilh tltc Approval Aulhoritv. Vrr
ious Appro\'it1 .\uthoritics have conllrnrcd that
iny Jgrccnrent .lllectinS lh. rights rnd oblig.r'
tions ol thc invcslors or- thc structurc o[ 1he lV
rcquirc' lpproval to bc elli.tivc irt (lhinir. lhus
calling into qucstion thc enli:rcclhility of sr,rch

sirir'.rgrcenrenls.

l\'1()sl venlurc c pilirlisls,
who gencr.rllv conlcrn [)lntc
.rn cxit'within livc to scvcn
yc;rrs, hlve rtscrl an ollihorc
vt'hic|: to h<rll thcir inlcrcst
in a lV or U'l:()E in (lhinn.
l hough thc Approval Ar.r-

thorily must slill approvc the
pur.hrsc or eit.lblishnlcot of
a JV or Wl;()[, the oli.slrorc
vchiclc olllrs llcxihlc cxit op-
tions, including a possiblc'
pulrli. olflrinS .rnd lislirlg on
ir nrlrket lllractive to vcn-
lure .af itirlists, riuch .ts NAS
l)r\Q or th(] (;rowth llnlcr-
prisc Mdrkct oI thc St ock
L-xchange of llong Kong.

l.isting nn oftihorc vchi
clc rvhose shl rcholdcrs lre
(llrinese or rvhosc main op-
eralion anti ,rssr'ts nrc in
( lh ina noucthclcss nr.n'fill
rrndcr the jurisclictirrn of thr:
(lhina Securitics Iicgul.ttorl'
( -o nr nr iss irr n ((-Sll(:). lo
I997. thc St.rtc (,ouncil is

succl the Noticc on lrurlher
Strcnsthening the Aclrninis-
trnti()n of thc I-isting.rnrl Is-

suing of Shlrrcs O vc rscas
( 1997 Nolicc) t() Prolc.t
stnlc ()!vrtcd irsscts lr()n) bc-
ing lrld olT indircctly lo overscirs illvcsiors irt il
discount b),increasing lhc rcquir-cnrcnts lirr rt'
portin!i t(), rntl obtaining rpprrrvll fronr, (-hi-
ncsc.ruthorilics. Untler Articlc I ol thc 1997 No
ticc, thc listing of .rn oll.slrorc .or1rp.ll]y lllnt is

(ontroll('d br'"(lhirrcsc cnl,ilirl is suhjccl trr
(lSll(. supcr!'ision, antl the controlling sha[c-
lroldct nrlrst lcport to (iSIl(i. lhc lcrnr "(:ltinese
e.r|it.rl" is not clcfinetl, btrt thc I997 Noti(c rp-
plirs both to public ollcrings ol (.hincsc'lirntlcrl
cornpirnics rcgislercd ovcrsels with nrainllntl as-

scls rnd to thc translcr ol mainl.tnd conllnnv as_

\cl], ro ollihore, priv.rtcll hc'ld, (lhincsc-liroded

conrl)xnics throtrgh ,rcclrisilion, share swap, as

signnrcnt, or nnv r)lhcr metll()(ls rvillr .ln ulti-
rnillc g1)xl ()l lisling ovrrs(as.

r\sidc fronr thcse rc(luirenr!nls, rh. oll.\horc
vchiclc nrusl conrpll,with lhc rtquircnr.nls ol-

thc lirrcign strrtk erch.rnge (antJ rcgulllorr' .tr.t-

th{)rilr', su.h ns thc S.curitic:'.rnd l:reh.rngc
(irnrnrissiorr in the clsc of a LJS listirlg) hcli)re it
crlr list itr sharcs abrorti.'lhr 1997 Noti.t was

conlirmcd in r noticc issucd br' ( iRS(l rrn Junc 9,

l(xx).

Exit through public
offering of a Chinese vehicle

:\ rlrrnrestii puhli.,,liirirrg in (-hin.r has rtot
bcrrt .r rr'.rlistie .rll!rrr.rli\c li)r I llr\ l() (l.rl(- ll.
.cnl l\l()| I I (. .rnd (.51{(. nrrtiets ollil hrrpc, but

A domestic pultlac offe"ing

in China has not lreen a

realastic alteriratave for

FlEs to date- Recent

ll,lOFTEG an.l CSRG notices

offer hope, lrut to rnake a

pulrlic offering, a Jl, or

WFOE rrlust rrot onlt/ rneet

genera! fequiTerraents that

apply to all Ghinese

cofrlpanies-for instance,

cofirrelsaofr into a shafe-

issuing entittT-but also

rneet certaan requirements

applicable orrly to FlEs-
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Rather encouragangly, the l,entrrre Gapatal

Regrrlations state that a foreign-a]lvested
ventute investment enterprise rrray be

established as a eooperative JV withorrt
legal person status-apparently intending

that the flexibility offered lry that investment
vehicte rnight serr,e as a surrogate for the

lrartnership velraeles avaalable in otlrer

eountries.

tr: orakc a Public ollcring, a ,V or Wl:()E nrusl
not onlv rncct gcncrirl requircnrcnts thirl .rpPly to
.rll t.hinc.t .,'nrl'.rrrict li'r irrst.rr:.c. i,'rrvcrsir'rr
into a shar'c-issuing cnlily-hut rls{r rnceti:cr-
l.rin requilcnren(s irpplicahlc only to l;llis.

-l 
Requirernents applying to

a chin"." companies

Onlv .r ioint sto(k conrpnny a sharc issuing
eonrpan) cs(rblishcrl unclcr tltc PII(i (irnrpany
l.aw-currcntly nrly issue shnres in (lhina and
nra,v appl,v lirr a public olfrring of A or B sharcs
on a (-hincsc'sto.k cxchanqc. ln thc p.rst, Ohi-
ncsc contl)ilrties l!rrrrcd to thc ll-shitrc nrxrkcl li)r
linancing hccause il was crcnrpt fionr the qu{)ln
\vstenr thilt until rc.r'nll), crrntrollcd lhc A-sharc
nr.rrkel. []ndcr llrl (luotn syslcrn, thc c('nlrnl gov
cnlnrcnt \cl l 6xcrl nunrber of sharcs that could
bc issucd in thc A-slrare ntarkct each,vcar- (iSRo

tlrcn rllocatetl thir (luoln to locnl governmcnts,
which distlibutcd lh('quotil irrlonS slnlc owncd
cnlerpriscs unclcr thcir c()nlrol. As.l conric-
qucncc, liw privatc tompanics rvcrc listed.

Although CSltt) ll>olishcd the quotir systenl
lxst ycar, n company rnust still applv to ( ISR() bc
lirrc listing A sharcs lncl nrust nrert thc lirllowing
rc(luircr)rcnls to quxlily f<rr listing:
O'lhe shlre caPital ol tlrc conrpany lftcr a pub-
lic offi'ring nrusl l)c rt lcnst Y50 nrillion (56.{)5

nrillion );
O I he nonrinal valut' of thc slrlre capital sub-
scrit>ed by the c()nrl)rny's sponsor\ nlust bc ilt
lcast Y.l0 rnillion ($1.6-l nrillion)and nrust reprt'
\(nt .rl l(.r\l .t5 P.ricnt l thc (onll.lnv'\ r(gr\-
lcrcd c.rlil.rl;
O Ihc conrpan,v nrust puhlicly floal lt lcirst 25
pcr(crrt ol ils sharc .irpit.rl (rcduccd to l0 pcr-
.cnt fi)r corrlpnnics with rcgistcrcd .npital ol'
Y{{)0 milli()n JS.llt.-1tl rDilli{)nl or nrorc);
a Prior t() listing, thc conrpany must have nrorc
lhin I,000 sharcholr.lcrs lroltling slritrcs wilh it

norninal v.rlur, ol Yl.(X)0 ($lll) or nrore, tirr a

nrininrunr total vnlue ol nl l!'asl Yl0 nrillion
($1.21 nrillion ); an<l

O lhc company rnust hilvc madc profits in cach
of thc last thr.c years. Whcre a lV or Wlr()tr- is

restructurc.d illo i joinl-slock conrpany, it has
not yet beeD scltlcd whetlrcr pn)iits earlrccl prior
to thc rcstructurinS will eount toward this rr'-
quirr'nrcnt.

llccause cnrcrging conrpanics will be unrblt'
t() sntisfy nrost ol thc abovc rcqilircnrents, n d()
Irrcsli( li\lirB i'l] ( ]hin.r'r A sh.rrc Dr.rrkcl is llot ir

ttasitrlc exit str.ttcgy for most vc,rture cit|ittl
l)l(kcd stxrlups in China. Although therc has
bee'n nruch discrrssion rcgarding thc establish
mcnl ol a sccond bolrd on the Shenzhen Stock
firchangt' lirr cmerging corrprnics in (lhina,
(iSR( i hrs yct l() scltlc on n slnrtup d.rte.

Z Converting to a FISC

'li) qualily lirr a pLrblic offcring, a lV or
\\'lt )l nru\t (('nvert it\(ll ilrl(' .r lr'rciE .in-
vcstcd i{)int-stock conrp.rn} (l-lS(i). A I-lS(l nuy
issuc lxrth A atrd l] sl'titr'cs lncl lhcr'c urc no rulcs
lhrl I'r('\(rt .r I lS( li ln J\(e\\ilrg li)reigl (.tPi-
tirl nrrrkcts in thc sanrc l]lanncr Js whollv (]hi-
nesc'ownt'ci ioirlt-stock compirnics. MOl;'l ll(l's
1995 I'rovisional Regulations on Severrl lssucs
Conccrning thc Iistiblishnlent ol loint Slock
Limilcd ConrPanics with Ijorcign Invcslrncnl
g,tti.le suih ((,rrv(rsidn\. Artrong its r.(luircnr(llt\
arc protitability li)r thc lhrcc years prc,ct'ding the
corrvt,rsion nn(i l]rininrunr registcrcd crpit lof t
lcast Yl0 nrillion ($,1.63 nrillion). lrlS(l share-
ho[icrs sulllr li'wer colstraints on thc trxn\li.r
ol'sh:trcs than (I) invcslors iD a l\/ or Wf()[, but
ccntral MOI;'l !l(l approval is rcquircd k) cst.rl)-
lish .r FISC, anrl liw FIS(ls havc lren cstablishcd
excc|l whcrc a ptrblic olilring is contenrpllted
or ()perirl ionirl rcquircnrcnts manclltc a l:lS( i.

? rrsc requirernents

ln a<idition to thc rcquirenrcnts for all (lhi-
nesc cotnpanics, it FIS(i nrrrst rlcct thc folkrwing
rcquircmcnts lo issue sharcs to thc public:
a lt rrru\l n.r.s the joirtt .rrrnrr.rl irrspciti,'lr con
ductcd b)' various local I,overnnrcnt dcp.rrt-
nrcnts, such is lhe lo(xl itdDiDislrnlion li)r in
drrslry and c()mnlercc ancl thc t.rr burcau, lirr
thrcc suc.essivr vr'irs prcccdirrg its listing appli-
crlion.
a Its scopc ol lrusincss rnust conrply with llre
Rcgulalion (iuirling l-orcign Invcstnrcnt l)ircc-
tion .tnd thc O.rtakrguc (iuiding [i)rcign lnvcst-
nrcnt in Induslry (j.r,l).22).
O'lhc lirreign inv.'sk)r nlust hold .rl least l0l,cr-
cent of lhe k)tal isstred sharcs ficr the' listing.
O lirr a l;lS(, in which thc (lhincsc invt'stor nrust
be thr controllirrg sharcholtlcr (inclLrrling having
rcl.ttirc i rntr,'l) or in whiih thc ( hinoc irrvcrtor
nrusl hold a spccific Pro|orlion oI sharcs (as

prcscrilttl by thc rclcvant regulations), thc (ihi-
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nese investor must remain the controlling share-
holder or maintain its spccific proportion of
shareholding after the listing.
a FISCs musl cunrply with the listing require-
menls generally applicable to Chinese joint-
stock companies.

In May 2001, MOFTEC issued the Notice
Concerning Issues RelatinB to Foreign-lnvested
Companies Limited by Shares (MOFTEC Notice),
which set out the skeletal framework for FIEs to
apply for MOFIEC's approval to list on China's
domestic stock exchanges. In October 2001,
MOFI TC and CSRC jointly issued the Notice Set-

ting Out (lertain Opinions on Relevant lssues of

Listed Companies with Foreign Invcstment (List-

ing Opinions), which conlirmed that FISCS ma),

issue both A and I) shares, subject to compliance
with gcneral rules on share issue and listing.
While the Listing Opinions represent a signilicant
chanSe in governnlent policy and a needed clari6-
cation of rules governing l-lSC listings, they will
be of linrited practical effect fbr most venture-
capital-backed companies until thc board fbr
emerging growth companies is established.

Obtaining Venture Gapital for Chinese Startups
formed by the Ministry ol Science and

Techflology, the Oinghua Science Park

0evelopment Center, and Beijing Centergate

Technologies Holding Co. Ltd. Centek's

investors rnclude several state-owned enter-
prises {S0Es) and some of China's leading

information technology {lT} companies such

as the Founder Group, the Legend Group

lChina s largest PC maker), and the Stone

Group {China's largest privately owned lT

companyl.

Startups in China can also attempt to
obtain lundinq from Chinese corporate
investors such as Legend Capital, a Legend

subsidiary. ln some cases, the startup may

obtain venture capitalfrom an oflshore cor-
porate venturing subsidiary of a Chinese cor'
poration. For instance, the Vantone Group, a

privately owned conqlomerat€ in China,

established a Silicon Valley-based subsidaary

to invest in emerging technology companies
in China and abroad.

An entrepreneur in China may be abl€ to
use his affiliation with a Chinese university to
obtain funding. For instance, an entrepreneur
studying at 0inghua University could seek

investment from Beiiing Oinghua Venture

Capital Co., Ltd. This VC lund was established
by the 0inghua [rniversity Enterprise Group

and raised funds from a number of China's

largest S0Es. ln some cases, V2V Ventures,

an otfshore fund lhat 16ceived an 38 million

investment from the Oinghua University
Ente.prise Group, may co-invest alonq with
the oinghua fund. The fund's name V2V or
"Valley'to-Village"-reflects its objective of
creating a bridge between Silicon Valley {the
fund is managed out ol V2V's otfices in

Fremont, California) and Zhongguancun
("cun" means "villaqe" in Chinesel.

Stanups in China can also seek tunding

from foreign venture capitalists or corporate
investors such as Acer Technology Ventures,
AsiaTech Ventures Ltd., ChinaVest. Crimson

Ventures, H&0 Asia Pacilic, The Goldman

Sachs Group lnc., lntel Capital, JP Morgan
Panners, Softbank lnvestment Corp., Vertex

Venture Holdinqs, Walden lnternational,

Warburg Pincus LLC. or Wl Harper Group, to
name iust a few that ore active in China.

These VC lirms are based in Hong Kong

Special Administrative Region (SAR); Silicon
Valley in Calilornia; Singapore; and Taipei,

Taiwan, but in some cases have rspresenta-
tive otfices in China to engage in lundraisinq

activities in China, find more clients. and help

nurture their China.based portfolio compa-
nies. toreign venture capitalists generally
prefer to invest in Chinese startups indirectly
through oflshore special-purpose companies,
though corporate investors are seemingly
less averse to investing directly in Chinese

startups.
Chinese startups can obtain funding from

loreign-invesred VC funds and incubato.s in

China. The first US corpo.ation to establish a

VC fund an China was Boston-based
lnternational Data GrouO il0Gl. lDGl wholly
f oreign-owned IDG Technology Venture
lnveslment, lnc has invested $100 million in

65 companies in China, including NASDA0-
listed Sohu.com, Hong (ong-listed Kingdee

Sottware, Bonson lntormation Technology
Ltd. (sold earlier this year to Asialnlo
Holdings, lnc. for $47.3 million in cash and

stock), and Sharkwave Asia Pacific (sold to
Tom.com for $14.9 million in stock). Another

source is China eLabs, an incubator joint

venture established by the Boston Consulting

Group and Shanghai-based NewMargin, with
additional investment from Deutsche Eank

AG. Several Chinese VC funds have been

formed as joint ventures between Chrnese

S0Es, the Singapore and Hong Kong SAR

governments, and privately owned enterpris
es in Singapore and Hong Xong SA8.

-4. K. A. Marson, M. J. McGinn,

and E Huang
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Venture capital regulations
'l hc Venturt' ()apital liegulations, issued at

aboul lhc samc tiole as thc MOF-I ll(l Noticc and

According to a repon prepared by the
lnternationalFinance Corp., China had rough-
ly 92 venture capital {VC) "funds" in 2000 with
$1.2 billion under management, ol which
about $300 million had been invested at home

and abroad. VC tunds in China are generally

eslablished in the form ol limited liability o-

stock companies, as the country lacks a

national limited-partnership law The Beiiing
municipalgovernment has passed its own
ftmrted pannershrp laW however, and permrts

VC lunds established within the
Zhongguancun High and New Technology
Development Zone in the lorm ol limited pan'
nerships. ln addition, toreign-invested VC

funds cafl take the form ot non'legal-person

cooperative ioint ventures, which resemble
limited partnerships in sone respecls.

0ne alternative for entrepreneuas in

China is to obtain venture Iunding from pro

fessionally managed VC tunds established by

local governments in China. For instance, an

entrepreneur in Shanghaa can seek funding
from NewMargin Venture Capital Co., Ltd., a

fund formed by the State Development
Planning Commission, the State Economic

and Trade Commission, the Chinese Academy
of Sciences, and Shanghar Alliance
lnvestment Ltd.. the investment arm of the
Shanghai municipal government. ln some

cases, the disbursement of funds may actual-
ly be made from the C-Tech Fund, a Cayman

lslands limited partnership, managed by

NewMargin Venture Capital Management

Co., Ltd.Ihe C-Tech Fund was raised from

the same group of investors, plus several

Hong Kong-based public companies. Both

the $22 mrlhon NewMarqrn and the $88 mil.
lion C-Tech Fund are managed out of

Shanghai.

Chinese entrepreneurs looking to $an a

conpany in Eeijinq's Zhongguancun could
seek investment lrom Beijing Centek Venture
CapitalCo. Ltd., a venture lund and incubator



a Entcring into an equity redemption
agreement with the Invested Company
This cxil nrcch.rnisln reprcsents J dcparlrrrc

fronr prior law. Articlc 1.19 ol thc (irnrpany Lrw
plohihits .r .oorpiuy lionr reclccnring its shares

c\L(ll l(, (.rrl(('l 'u.h sharcr ,)r irr (r\rlrlrr li(,rt
u,ilh a rcr,lrrction ol sharc c.rPital or x l]]ergcr.
'l his nov rncchanisrn opcns thc possibilitv thrt
.r Il\'l!. rn.rv inclrrdc lctlcnrptitrn in thc Invcste(l
(irnrpanv s lirnn.rtion doetrnrents ns n li)nn ol-

lcvcrargc l() lirrcc rl]irnirgcnrcnl ol thc lnvcstc(l
(i)nlp.rov to tlcrl rvith tlrc llVIll's tlcsircd cxit,
p()tcnli.rllv lirrcing .r salc ol thc lnveslcd (lonl-

[)iu]y. I hc Vcntur. (lirpital l{c8ulntio,rs stxlc th.rt
thc Approvll ALrthority rvill lirrnrtrlate specilie
nrcasurcs !irr rcdcnrptions, l)ut it lr.ls vrt t() d()
so. In Ihc rncirntirrc, inlcslors rvill prohabl,v bc
lirrcetl to rcly on infirrnrll rrl,irions lionr (ihi-
rrcsc oflicials to rcsolvc this eottilict lrctr,r'ccn thc
\cntur. (-.lpitirl licgrrlirtions and thc (:rnrp,rnv

l.itw.
Thc spccilic nrcnli{rn ol nppl},ing, to list on.r

(l(rnr(:\ti! rtr lirrcigrr \l('(k rrr.rrlcl .r..rrr cril rlr.rl-
cgf is intcrcsting irr thiit il corliirn)s thc Policv
rxpresscrl in thc l\{()l:l Fl(l Notice antl [.istirrg,
()pinir)nr' lo eo.ourir{lc FIl]:' to lisl lhcir shlrcs-
,\,, notcd, IlVll-. and lirrcign invcstmcnt irt gcrt-

crrl" DrLrst totrl ill lc.rst f5 pcrccnt ol tlrc re'gis-

tcrcd c.rPitel ol' irn lnvestc(l (i)lr)Pin!'. lt is n()t
clc.rr horr' Articlc l.l rrill bc rcconcilttl rrith thc
l-isting ()pinions, which sl,tlc lhitt u|on.r Public
,'jlcrilE thc sh.rrc. helti hy lirrriFrr rrvc:l,rrs
nrust not (lr()l) [)cl()$'l{) pcrccnt ()t thc t()t.ll
slrare c.rpital. lf thc ljlVIt is thc solc lirreign irr'
vc)1,!r, rllr\l il rrr.rillt.rin .ll l,J.r\l .r llr l\'r((nt irr

trrcst in thc lnvcstc(l (lonrP.ll]\'? Will it trc pcr
rritt..l t,' h,,l.l Icr. th.rtt .r Ji fcrrerrt irrtcrt.t irr

lhc lnvcstcd (i)nr1,.rry?

a Other methods permitted
by Chinese laws and regulations
'Ihe crtch all "rrlhcr nrclhocls pcrnliltcd l)\

(lhincsc l,rrvs lnd lcg,ulations" holds out the 1,os-
sibilin' ol lirturc lcgislation spccihcallv .rrrlhorit -

ing "drag-llong' or "titg-Jlong," rights or othcr
(ontrilalual rights conrnrrrnly rrsctj orrlsidc of
( lhin:r

lislrcd ls linriteti liatrility conrplnics {)r c(x)pcra'
tirr lVs rvithor.rt lcg.rl pcrst:n stirtus, clli.tivelv
linritiig l'lVl|s k) l\' ()r \\'F()L slitlus. lhc rcSLr

lirtions conliin no provisions li)[ i FIVIL IIS(-,
ruling out the publir rrlli'ring ot shrrres in ir l:lVIl:
.rntl thercll',.'lli'ctirclv lintiling this nre,rns ol 1,ro
vitling li,.luiditv to public ofti.rings of thc cortrpit'
llics in [,lrich the' l]lVlli invcsts. lhe.onscnt and

.rpproval rcquircnrer)ts thill .rI)|lv to lV in(l
\\'l:()l:c\ils.rlso rpplr to exits lronr flVllis.

[:urther, Articlc 5( |) ol lhc Vcnlurc (,.rpital

ll.gulalioos r.quirer tll.rt.rt lcnsl onc lirrcigrt in-
vrstor rDccting ccrlain nrininrrlnr aipil.rl :rnd
nrnnlgcruanl c\pcricncc rcqtrirentents xrld hiv-
ing the "ca[,acitv to lTerrI risk" crrntributc it lcast

.l |cr.rDr ol'rhc FI\'ll: \ cnliral. Ihc Articlc i( l)
invcstor is rclcrrccl trr .rs thc "princip.rllv liirblc
invcstor'," strggesting.t sirnilality to thc EcnerJl
Irrtner in irn offsh()rc litntl. t\rticlc I I linrits exit
lhrrn the I:lYIll bv prohil,iting thc Artitlc i( I )

invcslor lrorn rvithdr.twing lronr lhc lil\/ll: un-
l.\s lherc is "trne nccd to drr so. (" lrtte ttecd" is

not cle'tinctl anrl ofcrt. lhr' drxrr lirr thc r\fltro,irl
,,\ulh()ritl' l() Lrsc its orvn st.rndnrd ol lcgilinralc
husirrcss rtrtrl.) ln str.'h .r .'rrr., r n(w irl\csl0r
nru\t.l\\ul|]( tlrc,\rti.lc ir Ir itrrc'tor'' rtsl0nsi-
bilitics rnd obligirtions. lh. Arti(l(' 5(l ) in
\c:\r r \ (\ir ,rprirrrrs .rrc lirrrilcJ I'v thir rerlrrir|
nrcnt k) firr(i J replilaernent invcstor-

Artielc l0 of rhc \i'nturc (-.rlilrl RcgLrl.rtions

list. sttcr.rl cril ntcih,rrti.rrrt ior L,rrrt|.rrtrc\ ill
which a lrlVlh invcsls (l,rvcstcd (lonrpxDv),
rr,hich orrv inclutlc )\'s, \\'Ft)l:s, rrr FIS(.s:
O Assigning equity in an Invested Company

lo another enterprise or individual
[.lndcr ArLiclc ]-l ol the Vcnlurc (ln[)itnl llcliLr-

l.itions, in!r'slrncots bv.r I:lYll:.rnd othcr lirrcign
inrcslors "irt gc:rcr.rl".h;rll bc nt lcast l5 p.raerl
ol lhc rc!,istcrcd cil,il.ll ol lhc lnvcslerl (irnr-
plrrr'. rvhiih \rill b. lr.xtcd as .rn IilE. 1\rti(1. 16

corrlirnrs th.rt assigortt,.'ttt ol .rn inlcrcst in.rn Fll:
rcquires approval. Arli.le :5 .rtlrls thc lirrthcr
i,,rrJiti,'rr tlr.rt ,r FIVlljI]lrr\ n,'l .rs\ign il\ irrL(r..1
in .rn Invcstcd (:{)nlpnnv unlil it hrs prid il5
l'chcdulctl e.rpitll .ontril)ution in full, rvhich is
ills() I nla ol' I rilnsfcrs ol ln ittlcrcsl in .rnr Illi.
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The operring of China's

]trarkets to public

offerangs by FlEs and FIE

listangs on the dorraestic

securities exchanges

offers interestang nel,r,

olrtiorrs-

thc l.isting ()pinions, rllorv on-
shrrrr rcnl u rc-c.rpital Iirrrds to
t.rke thc fonn ol irrcigl-in'
vcslc(i venlUrc illvr'stl]lelrl en-
tcrprisrs (|l\1llis). Rrther en

coLrr.rgingly, thc \tnturc ( :aIitrl
Ilcgulations slirtc llrxt r IiIVIL
nrav bc estlblishcd ds J cooPcr
atir'c lV $'ithout legrl ],crson
srnl us-irppn rcnl ly intcncl ing
thrl lhc flcNit)ility ollircti by
th.rl invr'stnrcnt vehiclc nright
scrvc;rs a surrogalc ti)r lhc prrl-
ncrship vchiclcs a va il.rb lc in
()thcr countrias.

I'hc \tnlurc O.rpit.rl ltcgula
tions rcli'r onlv to FI\/lLs.stab

Marking the unmarked exits
Although thc \/cntrrrt' (..rpital Re'gul.rtions arc

.r str,p in thc right Jir..tion, lhL'\ itllorr orth lirrt-
i(ad cxit striltcllics lilr venlrrrc cnpilll invrst()rs,
.rncl lrrrrblcr s r(rrlililr Ii)r th()sc str.rlegics tlrnt
lhc rcsul.ttion\ rlo provitlc.'l'ht ope'ning ol'
(lhinas nrarkcts to pLrblic ol['rings lrr'l]ll-s lnrl
l:lU Iislin!,s on lhc rlorlrcslic securitics cxchitngcs
otlirs int.rcslinr nc\! opti(lr)s.'lhough thc dir..-
lion is elc,rr, tha (urrcnt lrrolit, annrr.tl inslrcc
tir'n, |]rinil]runr (.lpil.rli/.rli,,r,.lnd thcr rc,lllirr.
n1eot5 irnposcd bv (lhinl's corl)()rxtc xn(l
\c.uritic\ hws \till .()nstitut. sutrstirrti.rl obst.r

.lcs li)r vcnturc (.lfiliil in\cslors. 'i.
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Officials and citizens

increasingly concerned

personal data, but the

law and current

practice in China

lr Il

YINGXI FU.TOMLINSON

F,,1,g,,,.. \our !unll).lrr\ r. rrr thc rrt.ril rrrd.r'lrLrrirtcsr itt ( ltitt.r. \i,tr l,l.rrt to rrtlir rcrt'.trcls

\,,,'rlt ,l,l,.,n.t.l,,tng. l,,r \,,rrr lrorf.(li\. !!rst()trr(r'\ fer.,,rl.rl inli,rnt.tti,,n, inclrrding
J.'llc,,.l.,r.lcr, irrrl rr(r,rn(. )i,u sorrlti likc to.trt.tltze tlrc clat.t, tlrg,:t yotrr rll.til_rrr'dcr cala

l,,grrcs to .chcrctl irrclir itlLr.rls. .ro.l scll \onlc ol lhc (l.r1.t 1o r)11)cr ..)rnfJr)ics. llttt tirsl, roLt musl
.r.l: l)o ( hirrcst rr(ul.rti()n\ pcfinit tlti' ttl,c,rl i,,lleetiotr .rnd trrc ol P.r\,)nrl (lJt.r li)f.otl1
ntrrci.rl pLrlpr,scs?

()r, s.l\,11)u hi\r iu\t pr.rr(h.r\cd Jrr Jl).lltrrl.rrl irt (.ltin.t. rvhiclt.,rs is tvpic.tl cornct rlilhottl
.rnv.rppli.rrtic. or,:rcn .ink., l.ltrttl\, rtr lirtLrrrs. Srron. r,,rt.lrc irlrtnd,ltttl rt'ith s,,lititatioot
Iionr virr-ioLrr (('rrtIr(lr)r\ \lhrr.tt'e e.tgcl t() lit r)rll u)ur.lfnrllllcnt. Srrlxcqtrentlv, rrrtt,li.i,,rcr
lh.ll il is.Lt\1{)n1Jr! lirr re.rl crtatc.lcvelr,pcr'r to scll ltLrvr'r's a(,nt.l(l inlirfrnnli(rn to rrrultiple
.()I]lr:lat(rr\ lil| .r f.[..r]l.l{( ()l'tha at}l)tr.l(t(rI\ !orltr.l(t lri!(. \irtr rrrrntjcr: l)ocs thi. t.rll hc

r,,rrJ ( hirr.r'. lcg.rl linrit.rtiorr. on thc tr'.rtsrttirsiorr ,,1 1,cr'.r,rr.rl rl.tt.t lirl cotttntercial PtrrPosc:?
Llnlike lrS or I L litws, (urrcrrl (-hirr(sc law is virguc rcg,lrr-tling thc frolc!lir)n rrl. itrltl clcn

thc,.lcfiniti,rn ol, pcrlrnal rl.rl.r i.qtrr'rr --ilirrrrt. Nonetlrclsr, prrPrrlal lrlilrcrresr trl thc rrr'ed Iirr

lr(,le.lir)n i: orr th.' r irc. I cg.rl ,:r,ntrrtetrt.rltrr. arr.l fru.titi,tttcrs .rlilc ,lcbate rt'lltthct Icrs,rnal
(lxtJ is frolc.l.(l irr (.hinir hascci on \cIirilt eristirrg lcgislation. irelurlirtg thc (lonstillrliorl ol

rhc l)eopl.'' l{uptrhlie ol ( hirt.r (th('(.()rr\liltrtir)rl). the (ietler.rl I'rineiplc. rrl (.i\il l.l\ (tf rl1(

I'eop['s l{,:prrhlir ol ( hina lthe (.i\,il l.tr!l lnti eerlain,:l'rts 5uprr'rtte l)c'oIlc s ( irLrrt intcrPrc-
t.rtions,.rrrrl r,rriorrs regullttiorts rcgartling irrtirrrrt.ttiorr leeltnol,rtr.

Privacy and personal data
l,rrl ol lhe rcnson thc lnw is r,a{uc rnilv lrc l,ecausc (h( larn] priviic,Y (r'irtSsi) itt thc (ihincsc

l.rngulge ancl in thcnrindrrl thc rr'.'t-.tgc (lhincsc citizcrr ltl' .t ralhcr ncgalivc connot.lli()Il Il is

rrlicn rssrrei.rt.'d \vilh nn n.t inlo[irtq nroral lurl,iludc or socillll ttn.tcccplablc bchar ior, thc

Cj-.i.lrI;\

Yiogxi fu-Tomlinson
is a partner at Kaye Scholer LLP
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Iubli. e\p{)srrrc ol u hich \r(rul!l lilicll d.rrrr.rge a

fcr\or': r.pr.rl.ltion or srrciitl st.tnriing. Intletd,
nros( {), thc pLrblishcd c.rses on inliing.nlcnl of
priYncv in\()l\'. lhc uniusl c\po\r.rra or Iillsc.lrau-
\.lti()n ()l suah bcharirrr'. (.itses th.lt hirre (r)01t
lrelirrc thc (]hirrcsr. corrrts havc inelLrclctl l',rlsc
publie x(cusJlions l)1 .r delcrtrhrt lh.rt.r plrintill'
pl.rgirrizctl th.rt .r phintitl's sorr *.rs .r thiclr thrt
.r llirintilT r.as nrolcstcrl hr her l.rthcr as .r clrild;
.rntl ulcn onc casr' in whielr a clclr:nclant pub-
lishcJ.rrt'inrcstig.rtivc rcporl (h.rrn(t{:r'i,/ing lhr
plrir lill J\ .r "r!ho.c, nr itlgct, lanrll gh,rst.'

\(l l)ri\.1(\' .r(l\',)!irlr\ i|l t hrrr.r, r'.t,rrlrrrzinu
thc inr|()rtrncc t)l thc.()nccft, hrvc I[quctl lirr
.ithcr lh( cnJ.trnlrnt ol ncrr rrgol.ltio|rs \f(.ili
cirll,v tlcsigllerl l() protc.l pcr:,onirl dxLir oI lhe cx-
pirlsion ol thc ternr prir.r.v to irrcltrcle l,erron.rl
data crplicitlv- I hcr' .rrgtrc thal pcrsrrr.rl d.rtir
sLrbjc(l tr) p11)lcalion shoLrltl irreludc pcrsortll
historv ancl b.rckqloun!1, incoorc lcvcl, .r,l.lrcss,
tclephortc nrlrrlhrr, ()(.ulrirtir)11, nrrrit.rl rtrlus,
lnd plrl,sical attrihutcs (in.lLrding rvcight, hcight,
rltl hcllth contlitirrn)-nrost ol rvhieh ir spccili-
.rll\ pr,,l(,t((l irr rrr.rrrl irrtlu.tri.rlizctl.,rLttttric..
Inticc<l, (ihincsc privncv rdvo.rlcs look to F-Lr.

Iapancsc, anrl US laws orr lhc prot.ctiort r)l pri
\n.\'.r\ nrod('l\, inclutling thosr lh.ll lirrlit lh(,
aircunrstilnccr' rrnrlcr rr'hieh pcrron.rl dltrt nr.l'
bc collcctccl, thc t!'Pcs ol p.rsottnl r.luta th.rt rD.[,
bc collcctcd,.rnd thc trlnrmission .tnd lrrnsti'r
oI pcrlrn.rl d.rt.r. ,\tlr'<)e.rtcr\ Jls() .rar.luc li)r slriater
tliscLrsurc reclrirenrents lirr tlre polentinl usc, sc

.urilv, rnd collid.ntirlilr ol p.rsr)r.rl d.il.r.

Protection under
the Constitution

At lclst in th.ory, thc (i)nstilution protects
,:clt.rin "larvlirl intcrerts' (/rr1a 4rarli) ol citi
7en\. lrticlc .lS sl.lles th.tl .l citi/cn s "p(r\()11il
(liBnit)- (rc,tj. :utt)'tt l ii a larvlul intcrcst, hut
lhc (i)n\titrrlion c|rcs not furthcr tlellne $,hat
corrrl it ul('s pcrrol]itl dignitr'. \lost PIlt. lcg.tl
schol.lrs n..c|l that ptrs,rrr.rl digrrity shotrlcl in
clutlt' .r pcrson's llriv.riv xnd, thcrclirrc. th.rt thr'
(i),rstilulion should prole.l privn.\'. \()ncllle
lcss, cvcrr il'pri!'irav ir, .l llrvful irrtcrcst, wilhout
specill. lcgislxtion it is unclelr rr,hcthrr pcrsrrnrl
tl.tt.t is considclcti pri\rlc inli)rnritti(,r rnd
shoultl thus lrc prrrtcctccl undcr pri!.rc_y.lnuscs.

'I hcte .rte nr.tnv rcirv)ns thit (lcvclofrmrnt of x
elearcr l,.g.rl tianrct'ork Iirr l,rivlcv protc.ljon hJ\
hcen slow in (.hir.t, tlrc rnr)sl irrIortxnl h.in!l
th.tl initiirting lcgal actions anrl sccking rcrrreclics

on thc b.rsis oi ionstitutionll rishls .rrc lr()t th('
nornr in (-hin.r. Ncvcrthcless, l rcacnt corrrl alsc
in Shirrrrlrng rcgar,.ling.r (itizcn's right t().du.ir-
lioo urdcr-lhc (:(!rtrtilulion cxcrnt)lifies th. po
lcrli.rl .rfplic.rti,'rt ol'lhc ( ort\liluti,,n to J l,n\'.r1..
(.tu\('r)l .r(li0r. irrilrr.lirrg thc ri$hl l(, lr.rl(Ll fri
lrcv. ln lhe cits(, thc pllirrlill askccl lhc.oull lbr a

.ivil renrcclv llicr th. (ielind.lnt trseri thc pllin-
titT s lrighcr'-cclLrc.rtir)n cntrv rxilnl rcsulls n\ llis
(N!n on .r \ch(r)l .lppli..lli()n. lhc Suprcnrc l)co-

plc's (irurL, in .r lcplv to thc Shlrrrirrrg,
hrrlcr crrLrrl'i r.(lu.il li)r !lnrili.Jti('n,
:t.rtc(l lh.rl thc detintlant iniringcri
tl|ol1 lhc plnintill'\ .iShl to cdu.irlir)ll
un(l.r the (-onslitution bv infiinging
uf(rr llr( l,lninrili \ riglrt to lr('r rr.rrtt..
.rrtr] tlrirt tlre dcicrtl.rrl slrool(l thcrr'li)!..'
bc.rr cir il li.rbilitr. ll,rsccl orr thc rePlr ol
thr Sufrentc l)coplc s (irurt, the loser
r()u[t qr.lr]tcd th. flxintill rn()nclilrv
tl.rorlg.' in lhc .r)r()url ()l 'i I{10,I)l)0
(511.100),.i or.lg.r nmounl t{) fn)'li)r
thc rvrorrg-doing,Irut :ln irnp()rt !rl \tcf
lirrrritnl in thc Irolcr:lion ol intiititlu.rl
right'.

Protection under
the civil La\ /

'l'hc (livil I rw prrrvidts a sonrcuh.rl
rtt,'re .lrrcit l)r(,lc(lioo (,1 ltri\ r(r. .\rti
.1. l{)l frotccls lcrsonirl dignit}' rrrd
thc 'ri8ht (rf rcputJti(rli' lntiul|t tlrtt)
,'l .rrr i r r . I i r i r I t r . r I . tlr,rrrqh rt rl,ts rrot rlt
llnc thcs. tcanls. llorvcvcr. the Suprenre

lir,l'l(i (.r'Urt llr I(,Xl* l|llrrl,|1,lc(l l\'r-
\(,n.ll r(lul.tli()D .rr(i p!r'r,r'r.rl dignil\
trr irrilurlc l'rri!ir(v .rnLl rcircr.rtsd lll.
ranrc in onc of its oIinions irr 199-1.

r\ lt h orrgh lhc Supr(r1lc l)coplr'.
( ,rrlrl r(l(,ll((ilr r(lar' 1., lhc l)n'l((
li{rtr ol []riv.r.\ in ils inlcrIrclrtion ()l'

lhr (iiril Lrs rtr,.l hit. eonclur['d tlrat

frivncl is pr()tc.tc!l un(l.r llr. ( -ivil
l.rrr. it lt.r. )ct t,r tlelirtr I't'ir.r.r. t ,'rrsr
clur:ntlr., it is unclc.rr rlhethcr tltc (livil
I J\\' l()lc(tr Pl]r:,()n.il d.rt.l .ls.l nr.llt(r
,,1-lriv.r(\. lrtrr it tlrc t iril I.rs r..r,!
ni,/cs llrrl pcrs()nrl (l.ltx is pr)t..tc(1, il d()(\ n()t

l)r()\'iclc (lc.lr crilcriJ li)r \thcn c{)rlrl\ [)n\'Brrnl
lcnrcdics lirr inlrioSCmr:nl. l)rrteotial rcnrcrlics
iniludc ecss.rtirrn ol intiingcnrcnt. l)r,hli. xlrr)l'
r)l.l\', ()r' nl()nalnr! rcrr.rrri tthc grilnlirrg ()l whiah
rr.'r.1u ircs prrxrf ol rnor)ct.rr) (lnmn!,. on th. Pi[t
ol thc plLrintill-). llut, ir..ordins to publi.hctl
(.rscs. n(r !()llrt ill ( ihin.r h.rs grantctl .r cir il rcnr
c.lv in l iirrc involr ing the pr()trcti()n ol pcrsort.tl
tl.rt lr.

Protection under
lnternet-related regulations

Iht lrrtlrrrt't lr.r' l,r,'trSht llr( l,r\.rir ;\.rrc lir
thc lirlcliont, as privlcv.rrlr,ocatcs hirvc rrr'$ctl

Julltorilit'\ lo prr)r)rrlS.rlc r(gulxti('n\ spe(i,ir.rlly
lo pr{)tcat lhc ri.',lhl\ oi Inlanlcl uscrs. In reecnt
vcirr's, Irl{{- g()\'c11]lncnt .lolll()riti(s h.r!c issLrcd

\c\(r.tl rcuul.rti()n\ {)r lhe u\e (rf a(rnrp!rtcIs .rnd

lhe Inlcrrr.l, .rll ol slrith fr)hil)it lhe u\c r)l lhc
lrtcl,llcl t() tlirnr.rgc 'st.rtc sr'crrritl'," 'social irrter
rst, ".ililcns' l.rrllirl intr'r'crt," rrr(l "pr irr.v,"
rrithout rlclinirrg llrt\c l(rn)\. ln thr .rbscncc ol
stanclircl rlcllnitions r)l th.r,. lrrns. l'll(. .rrrtltrrr.
itics r.ill irrcrit.rhlv cnlirlec thc rr$ul.rlion\ ir)
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Part of the reason the

law is vagrre rnay be
because the terrn
pravacy lyingsit in the
Chanese langrrage and
in the rrrind of the
average Ghinese

citizen has a rather

negative connotation-
It is often associated

t^rith an act inrrolrring

lrroral turpitrlde o7

socially urracceptalrle
beharrior, the public

exlrosure of rn hach

r rould likely darnage

a person's reputatiorr

or socaal standang.



lndividuals harre

starteal to rcsolt to

courts for rernedies,

making clairrrs based

on untested theoraes.

ln one case. aft

indiwidual srred a rnail

order corr;rant7 an

northern Clrina for

"being bornbarded by

irrnk rnail." clairrring

that the irrnk mail

carrsed hirn menta!

angrrash-

aorrsistentlv, somr'tinrcs too sl r ictly
:rnd otht'r linres too lcnicnth. Iur-
thermore, thc regulations rio not
stiltc whethcr. or to rvhnt extcnl, thc
collc'ction, usc, and trlnsnrission ol'
pcrsonal tiat.r is an inliingenrcnt of
privacy, nor clo thr- rrrles spcll out
thc rclevant le'gal remcdies.

r\ 2000 Ministry o[ lnfornratiot't
lndustry rcgulatioll rcgarding lntcr-
net bulletin-lToard scrvices is nrore
spccitic than any othr-r PR(i rcgr.rla-

tion on thc protectioo of conllden-
tiill "Perso,rnl infornr tion" (.q.r.,
,ti;r,rl'-thc tcrnrs pcrsonal dalir and
pcrsooal inlirrmation are gcncrally
usctl interclrangeahll, in (lhina). Arti-
clc ll of the ltulcs (,oncerninS th.'
Atlnrinistration of thc Provision oI
Intr:rnet Bulletin Board Serviccs rt'-
quires servicc providcrs to kt'ep
uscrs' pcrsonal in[ornration confi-
dcntill ancl not to disclosc such pcr-
sonnl infi)ririllion to.rnv third parr,v

with()ut lhc consenl of the uscr. un-
lcss such disclosurc is requirccl by
law. lt furthcr authoril.'s rdrrrinis-
traliv!'authorities to "corrcat " an
unluthorizcd disclosult' and allows
usrrs to scrk 'conlpcnsation" fron)
bulletin board servicc providers.

Tholrgh current laws nnd regulations do not
address lhe issuc of personal drrta specitically,
tonrpanics that collect, rrsc, or transnrit personal
.iata may w.rrrl l() undcrtak( \()rlle prr)l('(ti\c nlea-
sures voluntarily. For exanrplc, in the hypothetical
nrail ordcr casc described above, thc data collector
rrgrrably can frecly collect, transmit. and use per-
sonal datl that he or she h:rs collccted, but nray

wish to take somc precautionary nrcasures k) fcnd
oIf potential clairns of privacy infringement. lhe
data collcctor can includc a statement in dircct
mail, newspaper, nragazinc, Iucky-draw, or Intcr-
Det dirtir-collectiorl fornrs stating that the data
providcr, b,v submitting infornration on thc dirta
colleck)r\ fornls, is provicling his or her personal
data voluutarily and pcrnits the d:ltn colleckrr to
use the dirta ftrr nrarketing or conrnrercial pur-
poses. Or, if a data collectl,r will not disckrse or
transfer tht'personal data to a third party without
the' prior consenl of the data providcr, n statenrcnt
nray bc nrade to that effc.t. Thesr'slatemcnts
could potentially clinrinate certain rcquired ele-

nrents ol causes olt actiorr based on infringement
of pri,,ac),.

(lonrpanies using the lntcrnet to collect, use,

or transnrit personal data shoLrld, in addition to
including the sl0temenls mcntioncd abovc, take
particular care to dssess nnd utilizc data protec-
tion technologies lo maintain the confidentiality
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ol-thc Pcrsonal (l.ll.r .ollcctcd. ln .rtlditiorr, all
cnrplovcrs shorrltl t.rkc naaesslrl mcilsrlrcs t()
rrt.rirtl.rrn thr: t,'Dlltlenti.rlil! r'l cll1fl,'\c(\ p(r-
\.rnJl (l.rl,r. I'hcsr rrrr,rtrrrcr irrilrr.l, lirrritirrg.r.-
iess I() c,nplovecs Pcrsonal clirla on a rrcctl-trr
know blsis and rcqrriring thosc with .ttccss to
such clat.r to sign a conlicL'nti.rlit,v agrt'cnrcnt.

l)rir'.rc\' aclvoc.rlrs arc rrruing iluth()ritics to
craft ncw lcg,islation l() rcgul.le the.ollcetion,
rrsc, ancl lrlnsnrission of pcrson.rl ddl.i, lrul sr.rah

lcgisl.rtion is unlikr'lv to conr,.' ,.1uieklv .rt thc rra

tional lcvcl. ln the rn.,.rntinrc, (lhina's l.rss lncl
rcgulations rcrnnin nlrrrkv regarding lhc protc.-
liol.l ol |clsonxl ti.ttir.-l'hcv.rlsrr rellt'(l .ln (nbnl-
.rnce,.l ll[,eution ol'prrrr'cr lrcts'ccn thc sl.lt. and
tlrr, inrirr rtlrr.rl: tht l.rws inrpr'.c \rrinFCnl pri
vilay-protcction nrLirsures ()r tha privnlc sc(tor
l)ut n()l ()n the statc. lndccd. \()nre lnlcrnt,t-re-
l.tt,:,1 r'cg.rrl.rl r,,rr' rcqrri re ln tcrn.'t rcrviic
providcrs lo kccp-,rnrl whcrr rcquc'sled, lurn
over lo lhc \lirle-ccrlxin inlirrnration rcg,arding
lha lr\ar\ r.lrr()lrol rur)rhcr\. rdrtrl('(tirlt lllllc.
lrttcrnct Jddresse\ Jrrtl tlonrain nnnres, tclcphoDc
nuurbcrs) lhat thc servi.c proviticrs clntrrl dis-
el()sr'k) lh ird partics.

Nonrthclcss, sonrc loc.rl t,rvcrnnrents nrav, as

n pnrt ol nn cffirrt to "intcrn.rtirrnllizc thcir
citics, tlcvclop cflectivc local rcgtrlirtions to pro
lcat pri\Ja\'. Antl .rs ortlinar\, eitiTcns l)c.()nlc
nrore arv.rrc o[ lhe nccd tirr pcrsonal d.ttl prolcc-
tion, thcy orirv invokc eertain provisions in thr
(i)nstitulior), thc (livil l.arv, antl lnternct-rclrtcd
r,'Strllli,,rtr.,\s .r rcsrrlt, rnullrrt.rtrrrn.tl i,rtttf.rrtie.
doing husincss in (lhin.r th.rt rcll' on Ihc collcc-
tion and osc crf 1,,.'r'sonal datir should consicier
taking rrrlrrntarY prolcativc nr.nsures-.lnd kcL'p

tr.rck ol lcg.rl delckrpnrcnts. +-
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Protection for individuals
InriiviclLr.tls in (.hinn anrr rlso hc nrore as-

sertive' in tlcnranding bcttcr prot..ti() ol lh!'ir
pcrsonal drt.r. For crlnrplc, lrccausc cur-rcnt lnws
irnd rcgul.rliols irc not sp.ailla lcgartiing ptr-
r,rrrrl .l.rt.r prr)lc(li,,n, irr.lir i,lrr.rlr i.rrr irr.jst orr

Lor)lr.r(l Pr,rvr\i(rr\ .r,ltlres.irtF (l.rlir lrr'l('Ll i()n.

In thc hr l.othctie.rl .rpartrrrcnt purch,rsc tlc
scriLr.'ti ahrve', thc buyrr cirt crcirte, in thc salts
contrit.t, a contraclu,rl obligation,.rn thc Part ol'
the rlevcloPer not t(r disclosc anv inlirrnrltitrn
ill)()ut lhc l)urer ()r trilnsnati()n to i thir(l fxrl\

lnrlivitir.rals havc rlso started lo resort lo courts
lirr rcntedics, mitking cllints l)ilscd on untcstcd
theorir's. ln onc cJrc, irn inrlir,iclull sucti .t rrtail'
order conrpanv in nr:rthcrn tihinir for "bcing
lrrrnrtr.rrrlctl bv jurrk nrail,".l.rirniog th.rt thc jrrnk
nrail c.ruscd hinr nrcntal angLri;lr. Although thc
.ourl hcl(l thrt thc pl.rirtili (oul(l rot pr(nc thil
hc sr.rfttrcd .rnv danraqc and ocntu.rlly clisnrissccl

the .asc, the plrrintiil's Lrctir:n ricmonstr-ates the
incrcasing rvilling,ncss of inrlivitlLrals lo rcsorl to
(r)urts li)r rcmL'dv.

Local privacy before national

Don't pass up this unique learning
and business-building opportunity!
For complete information, or to register:
Visit our Website www,amanet.org
or call 1-800-252-9699!



thinaT WI0 Impletnentation Efforts

General overvievv
A rafi of new and amended laws have brought

many areas of China's tradc and invcstment
regimes into compliancc with World Trade Orga-
nization (WIO) conrmitments and demonstrate
the seriousncss with which the Ohinese govern-
nrent has approachcd WTO inrplementation ef-
ti)rts. China'.,i Ministry of Forcign 'Iiade and Eco-

nomic Cooperation (MOF'I E(l) annorrnced in
May 2002 that morc than 2,.100 laws and regrrla-

tions had been anrendcd to comply with WTO
rules and u30 abolished since thc country joined

the world trade body on December I l, 2001.

Despitc progress in passing ncw laws, (lhina

continues k) have difficulty implcmenting WTO
terms in a number of arcas. Arnong the problems

conrpanies hope Chincsc offrcials will address in
conring months are new regulations that are in-
((,nsi\tcnl wilh W'f() ()hliBati()nsi uncvcn rrr in-
aclequate transparency; missed quota allocation
Jcadlincsl high prurir'rrtral rcquircment' irr rtr-
vicesi and cntrenched bureaucratic opp(rsition to
thc inrplemcntation of WTO-consistent rulcs.

Chint'sc trade ofFcials and othcr WT() mem
bcrs arc now hammering out final proccdures
and schedulcs for (lhina's 2002 transitional re-

view mechanism ('IRM ) at the W.fO in (ieneva.

Ohina agrced in its accession protocol to un
dcrgo a spccialTRM, under which the W'l()'s l6
subsidiary bodies and committces will rcvicw the
country's progress ()n implenrcntation each year

frrr eight ycars, with a linal review l0 years ufter
accession.'l'he upcorning'l'RM will in all likeli-
hood cxanrinc the progress and the problcms
that have nrarked the lirst nronths of (lhina's ad-
ju\tmcnr l0 thc W li )-definc.i trading rcgirne.
'l'he proccclurcs adoptcd in this 6rst annudl 'l'RM

will havc ln imporlnnt effect on thc business
communities' cvalualion of (lhina's W'lo conr-
pliance over the next decadc.

1'hc following sections highlight China's im-
plcmentatior in thc trirde and invcstment arenas

and on rule-of-law-related issues; and detail lo-
cal governmcnt dcvelopments and US and PRC

cfforts at WIO-relalcd educntion and training.

l. lrnport and export policies
O Thriffreductions

As of lune 2002, (lhina had yet to eliminate
tnriffs on ce.tain semiconductor and telecom-
munications equipmcnt inputs bound for the
domestic nrnrket-such tariffs must be elimi-
nated undcr the terms of the lnformation Tech-
nology Agrecment (lTA).
a Antidumping aDd safeguards

US conrpanies that are involved in antidurnp-
ing cases introduced prior to (:hina's WTO cntry
report continual improvement in thc handling of
cases by MOFTEO and State Flcononric and
'Iiade Conrrrission (SI'i'lC) of6cials. Companies
are reserving Iinal judgmcnt, however, until irftcr
thc PRC issucs prcliminary margin decisions.
(lhina is also exhibiting an incrcasing willingness
to use its antidunrping laws to protect vulnerable
industries.
O Quota allocations

(lhina has delayed allocation of 2002 quotas
in scveral industrics, claiming that its Decenrber
2001 wT() crrtry did not allow cnough tinrc to
proccss 2002 quolas. In a number of sectors
where quolas havc recently been allocatcd, in-
(r)r\i\lcnt rr)d opaquc adnrinistrative prriliccs
hy (.hine'c authoritics (r)nlinu. lo hantpcr inr-
ports. China\ own rulcs on quotas require appli-
cirtion procedures li)r the allocation (,f 2003
quotas to bcgin this sunrmer.
a Standards and inspection

(lhina trxrk steps in the lirsl quarter ()f 2002

to alleviatc intcrnational conccrrr ovcr its rcgula-
tion of agricultural genetically nrodi6ed organ-
ism (GM()) products. 'l he rulcs in the original
Iirrm would have all but shut oul irnporters of
OMO g<xrds, which would havc includcd nrost
US soybean products. PllC authorities cstab-
lished a tcmpor.rry certifieati,rn pr('cc\\ in
March that has facilitatcd thc resumption of
Pl{C soybcan purchases fronr US exporters
through at least December 20, whcn the tempo-
rary pernrits expire.
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a Investment proiect status
China\ rcvisccl Oataloguc ()uiding li)reign Invest-

rn('nt in Industry nn(i Regulirtion on (iuiding lirrcign
Invcstnrcnl Dircction, bolh of which trxrk elfect on
April l, gcnerally contbrrr to (lhirrir's W'11) conrnrit-
nrcnts but do not clctail businc'ss scopc or eithcr geo-
graphic or quantil.ltive .ommitmenls. 'l hough thc
catalogue cncournScs devckrpnrent of nov and high-
tcchnology agricultural pro(lucts, it now explicitly
prohibits lirreign irivcslnrcnt in thc gcncticallv nrodi
fic.d crop develrpnrent anrl sccd busincss (.Src p. 2l).
O Air express

Several announccnrerlls hI thr St,1tc Postnl llu
rc'au ((lhina Post)and its supervisory irgrrl.v, thc
Ministry of Inlilrrrration Ir)(iustry (Mll), thrcatcn to
rcstrict thc busirrcss of intcrnationll cxPress dtlivery
corrpanics in (lhina sr-vcrt'lv. Chin.r I'ost has pro

lxrscd r donrestic nronopoly for delivcry of mail un-
dcr 5(X) grams. At the sanrc tinrc, tlrc PRC has re
quirtcl lirrcign cxprcss serviccs hrms to registcr with
(ihina l)ost for "cntrustnlcnt's() thdt thcy can aarrv
packdgcs ()r,rr 5(X) Sranrs. A prompt and s:rlislictory
rcs,rluti,,n of thir ritu.rti,rn is inrPcr,rtirL.. Sivcrr
(lhina's courmitnrcnl not to "roll back" an,'rsprcts
ol its conrnrerci:rl crvir()rl rcnt ils thcy obtainc(l at
lhe limc of PR(l acccssion t(, the W'lO.
O Banking

A nunrber of lirreign lranks havt' rcccived liccnscs
firr opcrattrns libcrrrlized undcr (llrina's WIO conr
Itrilrrrcrrls. Frrrr'iBrr itttesltncnt in lirrciE.n (urrcn()'
rerviccs wls .rlIrrvc.l up,,n PR(. .rt.crsion n.rtr,rn
widc, anrl lirrcign or roint vcnturc banks including
llank ol Flast Asi.r, (litib.rnk, Fl.rng Scng, tlSt|(1,
Slitndird (lharlcrcd, and Xianrcn lnternational
llank lrave reccivcd licenscs. l-hc right to ol['r rcn-
nrinbi Icnding to lirreign conrpanir:s rnd indivirlu.rls
hJs hc(t] c\ten(lc(l hcvrrrrti thc 11il,,l lrogrnrtl\ ir)
(iuan11tlon11 and Shanghai to [):rlian in Liaoning,
and lianjin.
O Insurance

Ch inn'r Adnri n ir'l rativt' l{cguli.tl ions rrn lirrcign
Insur:rncc (ionrpanics call lirr cxtremcly high elpital
rcquirctttenls. whiih furcigr c{rnrIirlicr \ i(h ir\
onerour,. It dlso rerDrins unclcar horv lhe ra(luire
rncnts xpply to branches, cspt'cially ol-lirms alrcady
establishcd in thc rnlrket.

In a Positivc rlcvclopnrcnt, licenscs lirr liti insrrr-
incc opcralions werc erantcd in l3ciiing (to Anrcri-
c{n Intcrnation.rl (iroLrp, ln..) ancl 'liarrjin (trr Sun
l.ifc Fivcrbright l.ili' Insurance (lo. l-1(1.), morc lhrn a

ycar ahc.ttl of W I() eoml,ltilrnclrts io opctr thcsc lwo
.itirs.

lll. Local government
developments

O Government reshuffling
r\lthough nranv local Bovcrnmcnl\, parti.Ulnrly

thosc ol the nraior coast:rl citir's, havc cnrhraccd
WIO Iibcrrrlization,local ollicials in n nuntber r)l re-
gions havc poinl.(l lo dilllculties in inrplcrrcntirrg
\\'TO rcquirenrcnts, in part bccausc ol severe short'

agcs of trairrccl stall. lhc govcrnnrent is nlso fncirg
signiticirnt pcrsonnrl changer in eonring nronlhs thll
could slow irnplcmcntation clfirrts. Nrvcrthclcss,
cerrtral-lcvcl officirls arc regrrtcdly pressuring loerl
(ounlcr|arl\ hcavilv to push through ncs'rulcs in
trrdcr to conrpll r!ith W 11) rc(luircnr(,nts.
a Shenzhen to pilot

implementation of WTO commitments
Shcnzhen l\lanrr \t \irujun .rnnounccci in rarly

l\4.lrch thJt Shcnzhtn hld crntrirl-goverrrnrent ap'
provitl to accclcrrlc thc inr plcrDcn tat ion ol- (lhina's

\\''l() c{rntnritnrenl\ itr l6 scrviccs scclors, itrcluding
ircc()untirl,l, lcgal, consulting, .rrtd financi.rl rerviecs;
sccurities; krgistics; rnd k)urisnr. Othcr ccononric
r{)ncs nrnv inritatc Shcnzhcn in ordcr lo lrcightcn
thcir crrnrpctitivc cdg. orcr lcss rvrll-positioned
conrpetitors.

lV. Rule of larnr

a lntellectual property rights:
Pharmaceuticals, soft ware
(lhincse authoritics havc cilculatctl a tlrlli hu to

lirrcign Pharnraceutic.rl nrrnulicturers rcglrding pro-
tcction of clinic;rl trial ci ta uscrl in thc drr.rg approval
proct'ss. Soliware r(Eir'triltion rulas to pr()ltct aopy-
right havc ltcn anrcnd.d to cvcn out thc lrcatnrent ol'
(l(,nresti. ir d inrporlcd sr)flwnrc. l)csPile thcsc
D()vcs, th.rc has l)ccn little inrprovenrcnl in entirrcc-
nrcnt of (:hinx s intellc.tual pro|crt,v righl\ lrotccti()n
rcginre.

V. Capacity building
O Council meetings, programs expand

LtS-(ihinl llusinesr (loLrncil stalT hits contintrcd
to lrirvcl thrr:Lrghout ()hina rcprcscnling nrcnrlrcrs'
corrccrns arrcl nssir,ling with W l'() tr.lirrillg elli)rts.
'l hc (louncil has conrplcted thc l,rtcst 1,h.rsc of its co-
opcrrtiv(' progrdnt rvith tht Sh.rnghai W-l() Aflairs
( irnsulting ( icntcr, thc lcading W I O rcsc.rrch ccnler
in (:hinn, l() produtc il scrics ol digilrrl vitlcoconiir
c,rr.s ([)V(:s) with sinrultanrrrus lransl.rtionr on
W'l()-r!'lnlcd tot)i.s. lhe l)\'(-\ lcalurc US expcrts
anrl a (lhincsc atrrlicncc clrawn fronr grrvcrnrncrrl,
acadcnria. and the nrcdiir.
O New WTO affairs centers around China

(,u.rtrgr.lotrg. Ii.rrrgsu..rntl /hrjiarrg pr',rvin.e..
Shrrrghiti,.tntl tleiling havc all ol,cncd W'l'() consult
irrS .cntcrs in rcccnl nr()nlhs rnd thr \\irhln nunici
pal governnrcnt is e\pc(tad t() r)p(n n sinril.rr crntcr
srxrn.'l-hc lirll scopc ancl intpact ol thcsc ccntcrs'ilc
tivili!'s hns n(ll rel bc.onrc.l.nr.
a WTO training by foreign, PRC institutions

lkrston irnd Hlrvard rrnivcrsities irrc inrons r
nunlbrr ()l US ac.rdcnric ir\litr.rtiorls that hilvc
launched prrrgranrs l() train I)ll(. ollicirls and sl.rtc-
owncd cntcrprise nrlnxEcrs xl){r.rt lhc W'l(). Chirra's
own nlnnaB,cnlant tr.rining lirnrs lnd cdrrcalionll in-
slilutions .rrc con(iu.ting pr()8rrms n.rlionrvi(lc .rs

rvcll.

-L/S-(-'lri,xr 
IJr-sirk'is (hmcil sull'
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ll. lnvestment-related measures



China Leadership Monitor
is .r Irrc r:nlirre quitr'tcrlr iournal lhrt lr.r(k\ itnd .ln.l
lvzcs (.hincsc lcadt'rship Ircrtd:. I'he j,rurtral is s1,r,rr

sorcd by thc lkxrvcr Irrstituliorr on Wtr, l{cvolutiott,
.l|rd l'('.lcr irl St.rrrtirr,.l t lr iversitr' .trtd cclitcd l ' Hoovcr
lnstitution llcscarch l'cllor. H. 1.1'nran i\lillcr. lhe lir't
issrre inclucles p,rpcls ort (.hiocse nrilitary, political,.rrrtl
ce()n()nlic.tllrirs by.luth{)rs in.lu(lin!, l{.rkl (i)rp. A\
soii.rtc lblitit,rl Scicnli\t JJnr('t Ilulvcnon, lhston Uni-
vcrsilv I)rofessor- loscph liotsnrith, itnd ll.tnrilton (i,l
lcg,c l'roti'ssor (ihcng l.i. 'l he site also lists (ihin.t's
aurrL.nl nili()n.ll l(rvcl (lonrnrur)ist l)artv, slrtc, arrrl

or ilit.rry Ic.rticrs.

www.chinaleadershipmonitor.org

China ma rket,
run bv (-hinl s iUini\lr) of l-ortign -[ra<lc and [:io'
nonric (iropenrlion (,\l()fl E(l), is LlcsignL'ri rnuch likt
Y.rlr(x' ur lr,r rr.rl JnLl \tvl(, l)(rl iirrrrs..,'rr (.llcEori/irrE
nc.rrly .rll aspcets of thc (lhincse ctononrv. It li'irturcs I
bitltiing plrrtirrnr, invcstnl.nt gtrirics, translated l.tus,
r-cgiorr.rl inlirlrnation, ([rrrerll cver]ls nnd rrrws, nn(l r
sc.lior ()n (,hirrusc conrpanics, :rll lirr uo eh.rrge. lhis
hsl sr,ction olli'rs dctailctl inli)rnr.ltion on.r rvicle'vari-
r:l) ol |roc r.ts nradc io (lhin.r, conrplnl'proliles..tnti
inrlLrstlv-spctilic dirc(torics of llrnrs. (lhinnnlirrkcl illso
cont.rins links lo r)ther Nl()trI[(.-sponsorc.l sitcs, such

.rs lichl;rir (lhinir rnd (.hinJ lnvc.l.
www.chinamarket.com.cn/E/

Who's Who in China.
r-Lrr hy Xinhrrir News Agcncv. prrrts tht biographics ol
hurrrlrccls ol l)ll(l go\'.lnIlrcnt rrliicirls. lnLlividu.rl cn-
trics.lrc litirl\'.\lcrrsiv, .rnd in.lrrdc chronolrgicrl list-
irrgs of acadcnric rntl proli'ssiorrirl exPelicnac. Llnli)rlo
r.rtclr, the lirt ol othcials ir onlv rorrghlv in .rlph.rhctie.rl
()r(i.r, s{) lin(linB.11tri.\ ..r) ht .lilli(ull. \'isitors carr l.r

cilit.rtc thc Proccss by rrsing their lrrrrrvscr's word sc.trch

cornrttitnrl.
www.xinhuanet.com/english/whomore.htm

Beijing 2OO8

is thc othcial wcl)sitc ol lhc llcijing ()rganizing (,orttrttit-

1.. l()r tl'rc ()l!lrrPi. (;xrn.\. 1'hi' rit.'dct.rils lteiiing's
corulrrclrcnsivc lrrcl)rrJli()r) pl.rn\ l()r thc ()lIrnPics irr

l{)0t1, inclr(lin8 thc rcn(^irti()r ol cultur.rl sites rvithin
thc.ilv lirnils.rnd strrrorrndinF irrcas, cnr'ironntcttl.rl
(l..tn up cliirrt\ {"(lrcen l}ciiing ), rntl thc cLrnslructirrn
(rl \ll(,rts !cnur\ an.l .tn lthlct,:'r rillagc. Ihe sitc als<r

p()sts prcss rclcase's, inlirrnration on govctnttrenl ancl
(()rp()rJlc rcl.rtion5, irnrl prohlcs ol (.lrincs( .lthl.tes.
www.beiiing-2008.or9/eolympic/eindex.shtm

World Bank
Developrnent Prospects...
is.r \\'rrrltl I].rnk rv!'bsitc ()lliring, nnllvsis on tlrc glob.tl
pros|ccts fi)r ..ononri. Erowth, trlde, Iinancial llorvs,
i.rnd plinrary conrnrodilics.'l'hc wcbsitc atldrcsses thc
inrp.rct of gkrhrl cconorni. trends ()n dcveItping coul-
rrics, ollcrs pri.c hislr)rirs, anrl in.lude\ li)rcc.rsts li)r
n]irit,r asriculturll, cncrgy, ancl nrr'tal con)otoditics.
'l'hc wcbsitc also provirlcs usclirl Iinks atrrl inlirrnration
on ulobal ctoo,rnric rlclcl4rnrent Publicntior)s nnd lrcc
rnontlttl' sl.tnrl.rrriizcd rcpr:rts lirl conrnotlities.
www.worldbank.org/prosp€cts/

...China Development Gate\ /ay...
is joiotly lLrn by the Wrrlcl Bank irnd thc (lhinr Inlcr-
ocl lnlirrnrnlir)n (lcntcr. l'he sitc olllrs bricl dcscril,-
tir:rr',rl t.hitt,r'. Eov(rrrrr)crrl. \r)(rcl). c(ortdrtli( slJli\
tics, wcstcnl rcgious, lnrl lt'gislatioo. 'lhc sitc also
provi(l!'\ link! lo lravel inlirrnrltion, inveslnrcnt oppor
tunitics, dcvclopnrr'r'tt ctlitorirls. and othcr sitcs on lo|-
ics such as rrlucalion anti lhe cnvironrrrcnl.
www.chinagate.com,cn

...and FDI Xchange
is.rn c orail .rltrt scrvice run bt thc \\lrrlcl llank
(inrup': l\lultil.rtcr.rl lnvcslnrcnt (;urrxnlcc Agr'o.r. Il
rr.ril .rIrt' ill, lrrrlc rnl rnt.rli,rrt .rh rrt ir]\('\lr)rcrrl (,1,-

p()rlrrtrities lrrcl rrrarkct .rnd reSuhl()r\' con,.litions. lle
cipients crn l.lilor lhcir.rlcrtr bl region, scclor,.rntl
tyIc ol- invcstnrcnl. ll)l X.htrng. rirarvs inlirrnration
liorrr inveslnrcnt lnd l[.rdc pron]()ti()n ngcrrcics, prolcs-
siorr.rl tirnrs, chlnrbcrs ol conrnrcrcc irnd btrsincss assrr_

ciations, and ()l cour:'c thc \\trrltl llank and lntcrtrit-
tior lMonetJry Irun,.l.'lhc servicc is ficc.
www.fdixchange.com
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The Economic and
Commercial Counselor's
office of the PRC Embassy
in Washington, I)(i, rclar,rnchcd its wt'bsitt itr Octobcr
100L Ihe rcvnrDpcd :itc irrclurlts .ont.rct irtli)rnt.lti()n
tirr thc ofllecs vJri()u\ dcpartn).nls inclurling gcncral
grxxls tradc, inspcction xnd quirrnntinc, artrl law.'l hc

sitc also incluclt's a historical ovcr(icrv ol hilalcrrl
lrJdr, up l() dxtc conrrrcrcinl trcws bricfs, a()ntnal in'
fi)rnrillion li)r nrdjor lrndr tairs in (-hina, ancl a shrrrl
list ol PR(i supplicr conrpanics. Sotrtc lrc:ts ol thc sitc
.irc :,till un(lcr aonslruali()D.
www,chinacommercial.org



Asia-Pacific Econornic
Cooperation (APEC) 2OO2, Mexico
rvill feature more than 100 APEc-related meetings this year,

culminating in the leaders and ministerial meetings in Octo-
ber The ofhcial site includes an events schedule page and in-
fbrmation on the organizing committee. Visitors can also 6nd
background on APEC initiatives, general information about
Mexico, and links to Mexican government ministries and pri-
vate institutions.
www.apsc2002.org.mx

The Congressional-
Executive Comrnission on China
(CECC) was established under the October 2000 permancnt
Normal Trade Relations legislation to explore rule-of-law
and human rights issues in China. Though the CECC web-
site is currently under construction, visitors can find press
releases, a calendar of upcoming events, and listings of
CECC congressional membcrs and staff. The site also posts
witness and mcmber statements from CECC hearings and
forums.
www.cacc.gov

The US-China Commission
(USCC, previously known as the US-China Security Review
Commission) was created by the October 2000 National De-
fense Authorization Act to examine the national security as-
pects of US tradc with China. In addition to background in-
formation on thc commission, the USCC website posts
written and oral transcripts fron'r past hearings, which have
covered such issues as export controls. strategic perceptions,
and World Trade Organization compliance. Visitors will also
6nd a page of articles and translations taken primarily from
Chinese academic sources addressing Chinese security, eco-
nomic, and governance issues, and PRC views of the United
States.
www.uscc,gov

The China Village
Elections Project,
run by the Carter Center, is a website dedicatcd to develop-
ing democracy in China through grassroots campaigning in
local village elections. The website documents the progress
the organization has made in China since 1996 in supervis-
ing village elections and contains links to other organiza-
tions committed lo China's democratization, official reports
and laws regarding village clections, and news releases. The
Carter Center also sponsors a Chinese-larrguaBe website,
www.chinarural.org, that monitors village elections.
www.carteicsntsr.org/pesceprograms/china.asp

ehouse for Expats
is a real estate guide for expatriates looking to rcnt an apart'
ment or a villa in the Beijing metro area. In addition to in-
formation on rates, the website allows visitors to search for
apartments by size and neighborhood and villa development
name. The website provides information on how to rent an
apartment and 6nancc the purchase of a home, a contact list
o[ home movers, and a guide to livirtg in Beijing, including
links to international schools, visa services, entertainmcnt,
and sightseeing tips.
http://ehouse.5i5i.com

China Copyright lnformation Web
was set up in 1999 by the Chinese Center for Copyright Pro-
tection. The website contains free information on various
topics and industries related to copyrighting, including spe-
cialized links for authors, musicians, and filmmakers. Thc
site also includes free information regarding the use of copy-
rights and the payment of royalties, and providcs copyright-
ing services. Also worth a visit are the site's articles on regis-
tcring computer software, recent government legislation,
and foreign copyright protection.
www.ccopyri ght,com.cn

0rake Weisert is assistanteditot ol fhe CBR.

Collins Alt is a CBBresearch assistant.
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Websites in Chinese

China Environment and
Development lnforrnation \Neb,
sponsored by the Environment and Development Research
Institute, aims to provide detailed information on environ-
mental trends as they relate to the PRC economy. Visitors
can 6nd links to news and descriptions of government re-
ports on pollution levels and characteristics. The site also of-
fers information on urbanization, agriculture, population,
natural resources, and environmental technology and envi'
ronmental groups, arrd posts book reviews and an events
calendar. This site is availablc in a nearly identical English
version.
www.enviroinfo.org.cn/

-Dtake 
Weisert and Collirc Alt



Sales and lnvestment

MARCH 16 - MAY I5, 2OO2

t-egcnd Group l.ld. (Hong Kong)/Al Sofrware Co.l.td.

\\'ill lonn ir'inl ycnlur(' t(, !l.rclo[] il\urilncc I l' v'lLIturrrs. llIrng
t\,,rA:;l)', Il{( i.lllt',,).51.N rllrllrrnr.l)l/01.

S!n [-ilt Assurnn.e Conrpanl of(]anada,China lverbright Group Ltd.,a

subsidiar,v of Everbright croup (Hong Kong)

\\'ill lorrrl ir)inl vcntur(, (iuxng(ll \i)rlgrnirrg l.ilc lrrsurin[c ( r,., l.ltl.,1(r

,,llir iirur.rnit lrorlu. ts io Iixniin.(Il/(ll.

OTHER

AOL Time warner Inc. (US)

Affointird llxi Run lnltrnnlionrl ,\dvcrtising (r). {ri llciiing as cxcltrsivr

idyerlisi,rs rnles r.|re\tntittirc li)r A0ll:' l.l hour Ilnndnrinisnsurs(
.hannL'1. (.I I \i 0.]/0.1.

Agricultural Commodities and Technology

INVESTMENTS IN CHINA

!-irsl Dragoncon Agro-strategy Holdings l-td, (Hong Kong)/Qinghua

Intcrnational'[cchnology Transfer Center (Shcnzhen), a division of
Qinghua Univcrsity

\\'ill li)rn) irrinl rrnlur( r.srrrih i(nl.r I) (l.frIlI rgrr(ullur,rl l(.hrtr'loc\
(Ik)nBK(,rr$r70i1,,'l'lt(l:l0r!,) Slt 5 rlrilli(nr.0l/0.1.

OTHER

European Union

l.iunchrrl snrall :'cirlc lirrniog proir:ct in Sichuan-01/0:

CHINA'S IM PORT S

Financial Telecom t,td. (llong Kong),a subsidiary ofRced Elsevicr plc

(u K)
\\irn Jistrihut()rshif lionr li.rlrl r)l ( hinr (;roLrl ( (,nq Xonq) lirr rtill-linr(
linlncixlquotntirn (l lr l!.ds in (.hini.{),1/01.

Mon€y Gram Systems,lna.,a subsidiary ofTravelers Express Moncy

Gram Inc. (US)

\\trn !rrrlrx(t l;rnn l(lll(: lo strrl r slohitl r)ulwilrd nx,rr.I lrxn\lir \(r\ i!lr
in Shrn$hri.(|l/01.

rness

I hc lirlbwing t.rhlcs c(mt.rin rc.rnl l)rrss r,rporl. ()l L)u\in.\s .{)r)lril(ls .lnd nLB()lirtiorrs c\.lu5irc t)l

th()sc lisl((l in p|evi,rus issuc\. li)r thc nr)st pirrl, thc x!.tl[rc]'()f thc\c rcllorl\ i\ not indr:ptntlcntlv ertrl_

ijrnrctl l]\, 7/rr'( 1ll1. (-oD(rr(l\ Jcr1l'lr)ilrrlcd in lirrcign currcneics.rrr corycrlr(l int() LrS (l()lLrrs nl lh. nrost

I:irntswhoscs.rlesanclothclhusincss.rrrlngr.'rr)(nls\rilh(lhini(l()rrotnrtrnr.rl[,rlfc.rr irr I,res. r1P, 'lL'
nrirv h.r'c tht'nr puhlishctl ir //rr'(llJii lrl strrdirrS the inlirrnr.rtion l() tht rtt(rnlio,r (,1-thc ((lil(rr.

Advertising and Public Relations

INVESTMENTS IN CHINA

OEilvyonc $brldwidc, a subsidiary oflvPP (iroup plc (UK)

\Vill por(hl\( fi(1,',, r, llrindOn. r\(lyLrlising (h., l.t(1. i)t ll(iii119. (1.1/l)l

( )r,ryilrd hr, (),ll itts Alt
turl llichaul llunrs

Accounting and lnsurance

INVESTMENTS IN CHINA

OTHER

Aegon NV (thc Nctherlands)/CNO0C

\\',)r) rppro!xl lirnll (.lR( to lirrnr.r lili irrsur.rnec i{,inl r(nlur. in (.hin.t

(thr Nrlhr xn(ls:5{)"u.l'lt(.:50tln).(rl/01.

CPA Auslralia
()l)rrrcd rnJl.r in llciliIE. 0.1/01

PricewaterhouseCoopers ( US)

lVill nrcrs( with thc nrJirrlrrd (lhinir nnd Hong F.rntg hrxrl(hcs oI

,\nri.rtcn \\i,rltlr{idc. 0.]/01.

Sanlsung Li[e lnsurance (;o.,I,td., a subriidiary oI lhe Samsung Group

(South (orea),l,ing'An Insurancc Co,, t.td. (HonB Kong)

\\ilLj,rintlr prorirltrnsrrrJrr.(foli(ic\rn(lloufl\l'cr\i(t\li)r l'l{(.

,:ili,,r:r' r'i'itirrg \ourh K,,r.ir (lurinq lh( l\1,11(l {lUl\ l0l)l.l)l/(ll

.\l,hir\ rlr, 
^ 

u\J h,,{'EhL{r1 lt\L \ 1( ,\8r ,r llur,rl ll,rnl ,' ( rrr,!i 1l)ll \'r'r r l).\(l,1rrn rr

Itrrl ltl){ llr l,, rIr,ril.\\l ((irrr \(1tr 'rnr,rltrtrrL'l{ 
\ L\l.rlrtrL,,l( i'i.r I \l\ (rhLr

klLrtrr.irll(rr.'(!!\tnnrr{rll.rrl.rIL\rlnri.l,.'l((\^frrl)lr([Ln.rL)t\rL]1'n\trr
li.,'rl ( l)\l\ .,{l Jtr !,i itr h'1,1..L(* I lllt rhsr\trrn.Llll(rnrr'lll|!{rrrll\\{1
I ri,.(llni\1,)1,I i]rr, \l,,rl(, , nrtrntr.rlr,r\iL{t.rIrri\,r.,n] lIrni\(],,{i(,{l ltrl
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Banking and Finance

CHINA'S INVESTMENTS ABBOAD

BOC

\{ill rcqLrirc orlint hrrrhcragc. Ilutchisrrn (.51:l](lir..l,.r i{,inl rcnluru of

llul.hison \\,hamfr)d Lld. (]l(nrg Kong) irn!l {irc(lit Suissc l:irsl Itr)sl{rn

l-rd.. n \nhridixr\, 0i {.rc(lir 5!iss! (;ronf (S\\'ilrrrhn,l).0.1/01.



Xinhua !-inan(ial Nergork (Beiiing)

\r ill .rcquirc l)igiStork ((,rrl Lld. (South liorcr) lo dclil'rr intrgratcd

inli)rnrirtion p()duals rnJ s.rvic.s lo South Korarn invaslors. 0-l/01.

INVESTMENTS IN CHINA

cAsH Financial Services Group t-td. (Hong Kong)/Liaoning Securities

Co., Lld.
will fornr ioint vrotur., (:ASll Liironins Inveslnl(,rt (l{)nsulllnl Lki.,lo

ollir inlrslnrent consrhing \(r!i.r'\ in (.hina.04/01.

OfHER

Bank ofTokyo-Mitsubishi t.Id., a subsidiary of Mitsubishi-Tokyo

Iiinanrial Group (lapan)

Wrnr li.ens. t(r.ondu(l Rltllt burincss in l)alian, l.iaoning, rvith hrrcign

inslilulions irnd lirnrs. 04/{)2.

Citibank NA, a subsidiary of Citigroup I nc. (US)/China Galaxy Securities

Co., t_rd.(Beiiing)
\\'ill .(x)prltr on \c.urilic\ scrr i(cs, inli)rnlrli(n shlring, training, and

p(r&r.t d.vck)fmcnt in ( hiru. {).1/01.

Hang Seng llank, a subsidiary of llSB(i Holdings plc (UK)

Wrrr.rffro(tl li(nn l'jll( )(l lo.on(lu.l RiUll husitr(ss ir SllIrrgh i.0,1/01

Hong Kong and Shanghai Banking Corp., a subsidiary of HSBC HoldinF
plc (UK)

l\in1 liacns. l(r royidr lirrrign crch;rngc scrr icr's to (.hincs. (ilizrns and

.onUrni.s. 0,1/01.

lnduslrial Bank of lapan
\\(nr li(cnsc lo (ondu.t lll\4ll husir{ris in I)alian, I-iarrning, with lirrcign

ioslilulirns iDd 6nns. {)l/01.

UBS WarburS Asia Lld.,a subsidiary of Swiss Bank Corp./CDB

Will.oopcrat(- lo manage and disposc (:l)B equity asscts from dcbt-for'
(quily prolc.ts. 04/02.

Xiamen lnternalional Bank,a joint venture of Fuiian lnternational Trust

and lnve$tmenl Corp.,Xiamen Construction and Development Corp.,

Min Xin Holdings,lCBC, ADB, the Long-Term Credit Bank of lapan, and

lhe Sino Financc Group (US)

\\irr liccnsc to pror'idr lirnign (r(hxogc sl'rvicrs lo {.hincsc citizrns nnd

(r,rnlxDi.\.04/01.

Citibank NA, a subsidiary of Ciligroup Inc. (US)

won li((nsc lr) provi(l( lirrcign rxrhlnge se'rviccs li)r (,hirrcsc aili/cns and

.or)r pa n i(s. (l-1/02.

l-ina ncial lclccom Ltd, ( Hong Kong), a subsidiary of Recd l:lsev ier plc ( UK )

\\'ill prrn'r.ic tin,rncirltlrt.r lnrl rcport. to \hirnchri Irt ll.rnI Lkl.(ll/01.

Ma.quaric Bank Ltd. {Auslralia)/CCB
Signc(l nrortgrllr srrvicrng lllrcanri:nl uDdrr rvhich lt'llcqu;rric rvill hclp
(:(llt pfl)a(ss l)rn iif|li.irti(nls ilnd .xrr,v out lost-sctllanrcnt s(rviaes.
(|v{)1.

Principal Financial Group Inc. (US)

Will adviscChinai National So.ial Sc.uritv Fund on rlo(k,narket
invcstnlcnt.03/02.

TokaiTokyo Securit€s Co., Ltd. (lapar)/Guotai Junan Securilies Co.,Ltd.

(Shanghai)

\tilllirrnr lllianccto stll (:hrncst' stocks in,apln rntlririrt [unds lbr
(.hincsc ilnd lrf incsc linns. l).1/02.

weslern Union Financial Services, I nc., a subsidiary of First DataCorp.

(us)

Annountt'd livc v.irr conlrital lrrlension wilh AB(. lo 1006.{)l/l)1.

Chemicala, Petrochamicals, and Reloted
Equipment

CHINA'S IMPORTS

Sue, SA (France)

won 50-yeareffluent mann8emenl.ontracl from shanghai (:hemical

lndustrial Park. $529 million. 0-]/02.

INVESTMENTS IN CHINA

Boc Croup plc (UK)/sinopec Yangzi Petrochemical Corp., a subsidiary

ofSinopec
will ti)rnr ioinl v(nturc to nlrn![n(turr' induslriillSxs.s rnd chcmi(itls in

Nanji g, iiangsu. Sll){) nrillion.0.1/01.

Easlman Chemical Co. (US)i Sinopcc Qilo Petrochemir:al Co., a

subsidiary ofSinopec
\{ill Iornr joint vrnlLrrc,liho Qilo llirslman Sp('(iirlty Ll(1.,lo proclu(c
'lcxrnol estrr rlcobol irnrl I Xllt plasticizt'r in Shln(IrrB.l),1/02.

Asahi Kasei Corp. (lapan), EI. du Pont de Nemours & Co. (US)

l{all l'ornr joint vrnturc k) manul;clure and markct polvic(lal in lian8su
(Jrpan:509 US:50iir). $32 millir)n. 0,1/01.

Samyoung Chemical Co.,l.ld. (South Korea)

\\'ill hrrild plant tu nrlnuli(lur. .r1.1(itor lilfir rrrtl p.rtking nrirlcri.rls io

I Irliiin, l.iioning. S.t5 nrilli,)n. 0.1/0:.

INVESTMENTS IN CHINA

Canon Inc. (lapan)

Will sel up thrcc wFOl.s in Jiirr8su:Canon Suzhou (i)-, (lanor Optical&r.,

ond Canon Copicr Sozhou oflice Mitchines Gr. $500 nrillion.04/02.

OTHER

Pricesmart Inc. (US)/South Commerce Group (Guangxi)

will.oopcrate to sct up NanningSmart shopping(i'nky in (;ulngxi

04/02.

Eloctronics and Computer Software

CHINA'S IMPORTS

Asialnfo Holdings, Inc. (US)

W)n (ontracl lronr (-hina Netcom b provide Al(:BS and Al0ttS hilling

sofllvarc.04/02.
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Korean [,xchange and Securitics Holding Co. (South Korca)/zhongxin

Induslrial lnvestment Co., t,ld. (ShanBhai)

Will li)rnl j{)inl vcDlurr, Zhontxin |ulurc l vrslmcnt irrld l\'lxnagcnrcnt

t o., l.trl-, to sponsor high-t(( h inv0slntcnls.0,1/01.

Bestex Corp. Sdn. Bhd.,a subsidiary ofScientex Inc. Bhd.(Malaysia)

Will Illl)' Jcquir. s.i.nl.x lt.\r)ur(cs (i)., l.kl. ol shxnlhiri lr) nranul'n( lu(
(om|clili!e strrt.h lllrrr- $150,001). 0.1/01.

Consumer Goods



Communication Intelligence Cory. (US)

Wr)n aontract from thc Nrnjing Agri(ulture Burexu ol liangsu for

bi(imetric electronia signature and omce auknnation tools.04/02

DataDirect Networks lnc. (US)

Won coniract fron Sobey DiSitalTechnology (lo.l.td. oi(iuangdong F()r

Sili.on Storage Applia nc.s. 04/02.

IFSAB (Sweden)

Won contract from the Thre('Gorges Proiect Co.to implemenl businrss

systems applicalions. $l million. 04/02.

Mediasolv.com lnc. (US)

Li.cnsd CA Le8cnd Soliw.r(' (b., Ltd. of tleijins,l joinl vcnture belwc.'r)
(irnlNl.r Asso.iatcs lnt{rnrlionirl. lna. (US) rnd l-cqcnd (;roup (Hong

lioo8), lo nrarkct i\ltdirsolv s bizoA te.hnok)gi!'s in (lhini.0.l/01.

MTI Technology Corp. (US)

Won.onlracl f()m (lhinx llurlu Informntion lnduslry (i)., L-td. to ntarkcl

MTIdati sbrage syslcnrs in (lhina.04/02.

Oy Elcoteq AB (Finland)
Wo (ontra.t from l hinkcr ]'c.hnology Co..l.ki.ol Cunngdong to providc

lrinl.d.ircuilboard irssemhli!'s. 03/01.

Sun Microsystems lnc. (US)

Will li.ense irs Strrsuilcrrr sotiwrre lirr distritrutior by 0hina Sohwarc

Network llchnology antl Scrvicc Sharcholdings (i)., Lkl.;(lhin Redllrg

Soliwrrc' C0., l.td.; and HcijiDg (iongchuang Kailuon Soiiwarc

Shrr.holdinBs (i)., Ltd. 0.1/{).).

C II IN A'S INVESTMENIS AEROAO

Sichuan Changhong Electronics Gmup
Willbuild aTV ma n ufacturing plant in lndoncsin with annualcapacity of
180.000 unirs.0-1/02.

INVESTMENTS IN CHINA

Matsushita Electric Works Ltd. (lapan)/Liaoning No.2 Rrdio Factory

Group Ltd.
Willfornr joint venturc,l)alian Matsushita Hle.t.i. Works l.td.,to
man utacture ele.l ric carpct L.omponenls. (Jnpan:6596-PRC:15q6).

$455.000.05/02.

AI Asia,Ltd. (Hon8 Kong),a subsidiaryofThe Harl(ourt Companies,

lnc. (US)

Will ir(quire 100q6 o[ th. etononric proceeds of (anSrun lin Yuan
'I('(hnology t.ld. ol B(ijinB. 04/02.

KEC Corp. (South Korea)
Will build a 5 inch integratcd circuit wafer lir.tory, with annual.apa.ily of
20,000 units, iD Jixngsu.04/02-

Nanker Corp. (Taivan)

Will build WF0E I'in.h intcSratcd circuil wafrr fa(lory in Zhuhai,
(;unngdong. $255 million. 04/0r.

The Nippon Electmnics Corp. (l.pan)/ShanShai Geneial Electmnics Co.,

Ltd.
Will form ioint venlurc to manufa(turc L(lD s.refns in Shanghai.

(lapan:25%-PRC:75%). $850 million. 04/02.

Panda Software SL (Spain)/Shanghai FounderYanrhons Science &
Technology GroupCo,

Will form joint venture tr) nlarkcl Panda's !ntivirus (omputer producls in

China. (Spain:4996 PR(:i5l % ). 04/01.

Powerware Corp. (US)

Will set up WF0[. in Shxnghxi k) minufactur. rnd nrarkel uninterruptcd
power supply.quipm.nt in (:hina. $10 nrillion.04/01.

Sumitomo Corp. (lapar)
Purchased a 0.18% stake ofTCl- Holdings Co. oi(iuangdong. $761,000

04t02.

Toshiba Corp. ( fopan )

Purchased a 2% stakc in TCl. Holdings Co. ofCuangdong. $3.8 million
04t02.

WBL Corp. Ltd. (Singapore), xirlink Inc. (US)

Will foror joint vcntun, Suzhou Weurnes Xirlink lrlcclri( &)., Lld., ro

dcvclop and rnrrkcl digital imitgirrg, k'lcconrnlur)i(irti(nls, aDd olhcr

ele.lroni. produ.ts. $l l) nrillion. 04/02.

Ferrotec Corp.; Toshiba Ceramics Co,, Ltd.; Mitsui & Co.,Ltd.(lapan)
Will form joint vlnturc to manufacture I'inch wali'rs in Shanghai. $145

million.0-1/02.

Founder Holdings Ltd. (Hong Kong)

Will form WIrOli,lt!'ijing Iiruntlcr Ccnlury InlirrnrirlioD Systcm (i.,1-1J..

lo nritrkcl clccl(nti( hrr(iwlrc irnd soltwirrc prorlu.ts- $,1-8 nrillion.0l/0.1

Carnegie Mellon University (Us)/Beiiing Liyouhe lT Co., Ltd.
Willcooperate to sct up a soflware R&l) a.ndcmy in lteiiing.04/0:-

Hitachi Ltd. (fapan)

Will merge two exisling joint ventures in Shinghni, Shanghai Hitachi

Household Appliancc (lo..l.td.and Shanghai Hita.hi !llt.tric Honle

Applian.e (b., l-td.04/02.

lntel Corp. (US)/Langchao Elertronic lnformation lndustry Co., Ltd.
(BeiiinB)

Willcoopcrltc to cstablish l nctwork sloragc rc.stxrah ccntcr.04/02.

Matsushita Electric IndustrialCo., Lld. (lapan)ftcL Holdings Co.

(Guangdong)

Will (oopcrirt( to h(xlrl ritlcs of J\lltsushitirlr produ(ls in (.hinir.0.l/0.1.

Scmiconductor Manufacturing lnternalional Corp. (Taiwan)/Huaxia

Semiconduclor Manufa.l!rin8 Co. (Beijing)

Willlirrmlstrlttgir llliirn.clodcvtlopl{ inlhwJlers in lJrijing.{)4/01

ChipMOS Technologies Ltd. (B€.muda),a subsidiary of Taiwan Mosel

Vitelic Group
Will establish an inlr'gritcd .i(uit tcsring iind asrcnrbll, licility in

ShanShui Qingpu I ndusl rial Zon e. 0-1/02.
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Mi.rosofi Corp. (US)/Shanghai Alliance lnveslmenl Co., Ltd.
Will lirrrn joint vrnturc, Shrn8hri lViaresolt (i)., l.ld., kr ootsourc.
soliwJre serviacs dnd dcrclop proprieta rv :rpplicati{nrs products. 0.1/02.

Iinglish Language Learning Instruclion System Grolp (US)/New

Oriental School (Beijing)

Will coopcrirtc Io m;rrkct El.l.lS cducxlhnrl pro(hr.ls io (lhina.0.1/0.1.

Geoera! Electric Co. (US)

Willset up R&D (enter in Pudong Zhangjia ng High-Tech Zone, Shanghai.

04/02.



Irgram Mic.o China Lld.,a subeidiary of Ingram Micro
lnc.(US)/Largchao Electronic Information Irdustry Co., Ltd. (Beiiing)

lVillform st rategir: alliance tr) distribute Llog.hao srrvcrs in China.0.l/02

Oracle Corp,(Us)
Mllsrt uf a software R&l).entcr in Shenzhen.03/02

Trevi SpA (ltaly)
Won contract from Sinope. to provide a top drive drillingsystem

$457,000.05i02.

CMC SpA (ltaly)
won co trad from theGovernment ofYunnan to develop lunnels fora
water supply proje.t. $.15.7 million.04/02.

Grupo Dragados SA (Spain)

Wm contrx(t tiom Xi iln Naturrl (;as Co. b aonstruct l natural gas supply

ndwork in Shaanxi. $26..1 rrr illiur.04/02.

Novo Group (Finlaad )/Chargiia[g Water Resource Commission

Willjointly build a llood prote.tion systenr, in.luding a flood modeling lT

systenr, for lhe Cha ngjiang va lley. 03/02.

Elecster Oyj (Finland)

Won contra.t from Wandashan Group Dairy Co., Ltd. of Heilongjiang to

provide a fbodstuff packaging line. $3.6 million.05/02.

Sucz SA (France)

Won contract from thecity ofChongqing to supply and marage a

drinking water system. tl14 million. M/02.

CHINA'S INVESTMENIS ABBOAO

Sanlo Whisbih Group (Tairdan)/Qingdao Bee. Co,, Ltd. (Shandong)

Will lorm joint venture to brew bcer in southe.n lhiwan. (Taiwan:60%-

PRC:40%). $41 m illion. 03/02.

C tI IN A'S IMPOBTS

INVESTMENTS IN CHINA

Nippon Steel Corp. (lapan)

Will license its high-tension stecl frame technology to Beijing New

tluildinE Materials Co., l-td. 0l/02.

Shimao Group (Hong Kong)

Wun contract from the Shalghai Muni.ipal Hongkou District People'.s

(;ovcrnnrent kr redevehp Shanghai North Bund arca. $ 1.2 billion.03/02

INVESTMENTS IN CHINA

Volvo Construction Equipftent SA, a subsidiary ofAB Volvo (Sweden)

Willscl !p WFOE to manulailure construction cquipnrent in Shanghai

Sl5 million 04/02.

Envi.onmental Technology and Equipment

CHINA'S IM POATS

C.estive Energy Solutions Holdingr Ltd. (Hotrg Kong)
Won Lontract from BeirinB Properl y Associationb Public Heating

Commitlee to provide ret ron tt ing services for 250 public heating units

$12.1 million.04/02.

INVESTMENTS IN CHINA

Shinryo Engineering Co., Ltd. (lapan)/Guangdong Changqing Group
Will lirrnr joint venture to munula.turc and sell rDergy-saving valves in

tiuangdong. $-)0 million. 03/02.

OTHER

Governmenl of the Netherlands/Gov€rnment of the PRC

Will implenrell projgal 1o reduac lhe cmissions ofgrt'enhouse gases in
rurnl(.hina.04/02.

Inlerbrew SA (Belgium)/Zhuiiang Beer Group (cuangdong)

Will set up Zhujiang loint Stock Co. to hrcw bccr in China. (Betgium:25%,

PR(::75%).04/02.

Nesrle Group (Switzarland)/Sichuar Haoji Co,, Ltd.

Will form joint venture to produce chicken soup and other food produ.ts

in ChenBdu,Sichuu!l. (Swatzerland:60%-PRC:40%). 04/02.

Want Want Holdin8s Ltd. (Singapore), Channel Teo Co. (Virgin Islands)

Willfornrioint venture tr) operale fast lbod rastaurants, pubs,and tca

houses in China. ( SinBrpore:50%, Virgin Islands:50%). $2.5 million.04/01

OTHER

McDonald's Corp. (US)/Shanghai Pudong Development Bank

Willjointly issue smartcards for use in Beijing area McDonald's hcations

04t02.

Medical Equipment and Devices

INVESTMENTS IN CHINA

Top Glove C.orp. Bhd. (Malaysia), Hadsyn Latex Co., Ltd.

(Thailand)/Zhangiiagang Medical Glove Co., Ltd, (Ji.ngsu)

Will form joint vcnlurc,'[op Clove (Zhangjiagang) Co., Ltd., to manufaclure

PVC medical glovcs. ( Malaysia:55%, Thailand l5%-PRC:30%). $3 million.

05102.
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Engineering and Construction

CHINA'S IM POR TS

Trevi SpA (Italy)

Won contract from CNPC to provide technology forconstruction ofa
drilling plant. $2.6 million. 05/02.

Carsem Inc.(US)
Won <onlracl lrom Suzhou lnduslrinlPark lo aonstruct i semiconductor

fa.tory in Suzhou.0l/02.

Food and Food Processing

CHINA'S EXPORTS

ChongqinS Haifu Technology Co., Ltd.

Won contract from Churchill Hospital at Orford University, UK, to provide

Hi8h lntensity Fo.used Ultrasound knives. 0l/02.

CHINA'S IMPORTS

Occupatiooal & Medic.l Innovations Ltd, (Au$rdlid)

Willlicense manufacturinB rights for 0Mlt Safety Scalpelto Wuxi Xinda

Medical Device Co.,l-td. of Jiangsu. 04/02.



Melals, Minerals, and Mining

CHINA'S IMPORTS

Nippon Steel Corp.,NKK Corp. (lapan)

Won.ontract fiom thc PR(iMinistry of Rlilways lo supply 12,000 tons of

hcarry rail.04/02.

INVESTM€NTS IN CTIINA

SG L Ca6on Ac ( Germany), Tokai Carboo Co. ( Japan )

Will form joint vcnlure lo manufacture and market graphite electrodcs in

(lhina. (Germany:5 I r)i,, lapan:49%). 04/02.

Unisreel Technology Ltd. (Singapore)

Sct up nholl), Iorci8n-{ltrncd subsidiar]', Unisl..l l)xslcning Syslems (i).,

l.kl.,lo nunu[rcturc prc.ision lastcnrrs. $5 millit'rr. 0-1/02.

Composite Technololly corp. (Us)/liangsu lhr East Group Co., Ltd.

Will tirrm joint vcntLrrc, Jitngsu }ar flnsl (il'(;(:o.,l,ld.,lo manrfictur(

lnd scll Coml)osil('lir(hrrologv'.s proprictxry (omposilc mxleriills

f r du.ts in (lhini. l)l/01.

OTHE'I

Hebei Hua'Ao Minin8 Dcvelopmenl Co., LId.,a subsidiary of Griffin
MininB Ltd. (UK)

W(nr li.ensc ti(nn lh( (iovcrnmcnt of Hcbci to nrin. lh. (laijiirying zin.

gold dcposit.0.1/02.

CHINA'S IMPORTS

severnaya Verf Shipyard (Russia)

W()n .o0tracl lionr lh( Nirvy ofthe PI{(i lor two Projccl 956-FlM

dcstrcyers. S 1.4 billion. 0l/l)2.

INVESTMENTS IN CHINA

AtG Gmup (US)

willconstru a bio.hemical garbage disposalplaol in Shanghai.$21

million.04/02.

cE Pl6stics, a subsidiary ofGeneral Electric Co. (US)

will purchnsc Zhonlishin I'lastech Su nshect (:o., l-td. of Cuangdong.

0.1/02.

Sony Music Entertainment Inc.,a subsidiary ofSony Corp.

(rapan)/ShanShai Epic Music Entertainmenl Co.

Will li)rnr joinl v(n(urc lo dislribule Sonyl\ nrusi( in (-hina. (laPnn:19(vo

l'l{(l:5 I 90). S i{) nrillion. (14/1)2.

eBay lnc. (US)

A..luired l-1'{, of In.hNcl..om of Shi]nghai. $l{) nlillion.0l/02

Messe Frankfurt (imbH (Germany)

will ,rpo! rxhihitxnr h;rll in shrnshri. t),1/01

Star Group Ltd. (llong Kong), a subsidiary of News Corp. Lld. (Australia)

Will bcgir hr(,l(l.rsl ol .l,l-hour Mirndirrin'lirny,Lralir'channcl, Xing Krrng

$'.i Sh i. in vnrrhern (lhinu.0{/(}1.

California Fitness C-orp. (US)

willopcn fitncss.cnters in Beijingand shinghai.0S/02

Packaging, Pulp. and Paper

CHINA'S IM P ORTS

Stake Technology Ltd. (US)

Willlicense Pacitec In.. (US) to markel StakeTech pulpingsyslcm in

China.34 million.04/02.

CHINA'S INVESTMENTS ABROAD

HuaguanS Forest Co., Ltd.

willpurchase the NrwZealand east-.oilst tamberland operalions of
Rayonier In.. (Us).96-1.5 million. M/02.

Petroleum, Natural Gas, and Related Equipment

CHINA'S E XPOBTS

China Petroleum E[Sineerhg& Construction Corp.,a subsidiary of
CNPC

Won contract lnrn Pak'Arab Rcfin.ry (b.,I-td., to build an oil product

pipclinein Pakistan with an annualcapacity ol l2 million lons.$317

million.0l/{)2.

C HI NA'S IMPORIS

Burlingron Resou.ces Inc. (US)

won contraat fiom the Government ofSi(huan to develop naluralgas and

serve as operat(,r fbr the Chuanzhong lllock oilfields in Si(huan.05/02.

Halliburton Co. (US)

\{on (ontrn.t fronr (;NPC to pft)vi(h Irilcluring equiPlrrcnl lr, (:Nl'01\

Huabci, lirha, ond l.irohe oil liclds.04/01.

Government ofOman
Won l-year(onlracl extensions [rom Sino(hcm and Unipec for purthase

ofl4,um barr(ls of oil daily. 0l/01.

Largo Vista Gro!p LId. (US)

Won.onlrrcl lionr the nluniciprl govcrnnrcnl of Zunyi,(;uizhr,u, lo build

a liqurllcd pctrolcuor girs pipline rnd stution. $1,1 1 ,00(1. 03/02.

CHINA'S INVESTMENTS ASNO AD

CNPC

Will purchase a 50% stake in Mazoon Pelrogas (BVI) Ltd. in Oman. t50
million.05/02.

Petrochina
willpurchase six oillields in Indonesia ftom Devon Energy Corp.(US)

92l6 million.M/02.

INVESTM€NTS IN CHINA

Hong Kong& China Gas Co. (Hong Kong)/Wuhafl Gas Fueled Heat

Generarion Co. Ltd. (Hubei)

Willform joinl v!'nture to supply nrluralSns to households and intlustrics

in Wuhrn. ltuhci. S: l0 million.05/01.

Miscellaneous

sun Television Cybernetworks Holdings Ltd.(Hong Kong)

lvill buy management.orrtrol of lingwcn Rccord (io.ol- Iteijing.$l 1.5

million.04/02.

OTHER

Boston Consultirg C.oup (US)

lnnounced it willdoublc hs staffin China in lhc ncxl three years.04/02.

Global Financial Group (US)

Willsct up high tc(h vcDturc capilallund in (:hina.$96 million.0.l/l)2.
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Pharmacauticals

CHINA'S IM POBTS

Royal Dutch/Shell Group(the Netherlands)/Governmentof Shandong
Will ibrnl joiDl v(nlurc lo nrarkr:t oil products irnd ufgradc tr.hDok)Ey in

Shandong. (the NcthcrlandsrT09{FPR(l:10%). $2(} million. 05/01.

Exron MobilCorp.(US), Royal Dutch/Shell Group (the Netherlands)

l.xxonl\,lobil purehasetl pan oi lioyal lhrtch/Shcllls .15% stakc in thr Wcsl

|usl gas pDclinc p()jccl.03/02.

Xinao Gas Holdings Ltd. (Hong KonS)/Shanghai Yanxin Enterprise

Investmenl Co.,l,td.

!Vill forn JoiIt v(nture,Yanch(ng Xin o (;rs (ir., l.td., to oprrillc l pipcd

gas distrihutirrn husincss in (:hiDl. (lkmg Kong:80rI) t,lt(l:20q,).$14.5

n)illioD.0l/l)1.

OTHER

Canadian lllte.nation.l Development Agency

Won contrila( irom l\,l0FTEC to accclerate Ihe aommercialdevcl4rntent of
(lhina's coalhcd rnr]thane rcscrvcs lhrcu8h testing. $6.1 million.0.l/02.

Pertamina ( Indonesia)/PetroChina

Will coqrcrutc in oliishorr Ind onshorc oil cxpkrrllior in lndoncsiir. 0.J/02

OTHER

NipponYasen Kabushiki Kaisha(Japan)/COSCO
Will form ir stratcgir lo8istics rlliancc to intcSratr nlilinland nnd

intcrnational shippinB markrts. 04/02.

Evergreen Marine Corp. Ltd. (Taiwan ), CMA,CCM SA (France)

Will share port slots lo scrvicc (.hincsc shipping r(,ul cs. 0.1/()2.

Fed[x Corp.,Easlman Kodak Co.(US)
Will iooperal( l(l ofli'r erprcss delivcrv serviccs li)r (odirk [-xprrss sto.as

in (lhina.0.l/02.

Power G6na.ation Equipment

CHiNA'S EXPONTS

CT Harbin Power Engineering Co., Ltd. (Heilongiiang)

W(rn contracl f()m the Governnranl olVietnam lo cngineer anrl construcl

lhc I00MW (-ao NSan Power Stalion. $85 million.05/02.

China National Ma.hinery and [quipment Import and Export Corp.,
Shandong Power Construclion

Wnr contr;r.t lionr lhc Nig(riin Nlinislry ol l,owcr rnd Stccl t(, huil(l lwr)

grr-hrcd powrr pllnts wilh lr)trl .rpa.it)'ol 670jtl\1: S.i90 nrillir)n.l).1/01

CHINA'S IMPORTS

Daelim Industry Co., Ltd. (South Korea)

Won contracl from BASF-YP(;, a joint venturc of BASF AC (Gerrnany) and

Sinoper, to build a thermoele.lric power planl in liangsu. $ll0 million.
03t07.

INVESTMENTS IN CHINA

ABB AB (SrYeder)

Will increase inveslment in joinl venture, ChongqinS A BB Transformer
(1o., Ltd. $10 million.04/02.

Prope.ty Management and Development

IRVESTMENTS IN CHINA

Ac€or SA (France)

Purchased Zcnilh Hotels Inlernational (Hong Kong), including its ll
hotels in mainland China-M/02-

Genesis Te.hnology Gmup, Inc. (US)

Willacquirc lteaiing Zhongxin Sunray Real listatc l)cvehpmenl (h., l.td
04101

Swire Pacific Ltd. (Hong Kong)/GuanBzhou DailyGroup
Will l'ornr ioint vcnturc lo dwclop pr)pcrty in (;uirngzhou. (tkrng

li,,It:55'\' I'l(r :J+r,,). $4tl I nrilli!rr. (rll(r2.

Ruili Science tech Group(Alslralia)/Sichuan Baoyuan Co.,Ltd.
$'ill lirn joinl v(nturc hospitil in (.hcnsdu,sichuxn.0,l/01-

Sun Hung KaiProperties Ltd.(Hong Kong)
Will.onslru(l ((nnnrcrcillproi(l in I\rdong, Shx rr8h r i. S,1lt5 milli()tl.0.i/01

Telecommu nicotions

CHINA'S EXPORTS

Zhongxing Tele.om Electronics Corp. (Shenzhen)

Won contract liolo lamhia'li'lc.om lo providc (;Si\l rquipmcnt rnJ
powcr supply producls. $ I 8.5 millioo. 04/02.

Heahhpoint Ltd. (US)

Will li.ense Schmidt Scientili. Iaiwan Ltd. to manulacture and nrarkcl

tlcalthpoinl'.s infc.lion prcvcnlion products in (:hinir.0-1/02.

INVESTMENTS IN CHINA

Goldter International (Hong Kong)

\{ill purchase il cont rolling srake ofHubei Btrcausc Pharmaceuti.al(;o.,

l,td. $-15 million.05/02.

c h tNA's ExPoaTs

Government ofthe PRC

Won contract from theGovernmcnt of Pakistan k) assisl in construction

ofa deep-sca port in Gwadar, Pakistan.0S/02.

CHINA'S IMPOBTS

Barcelona Porl Aulhorily (Spain)

\\bn contracl [r(rn Nin8bo Porl Aulhorily of Zhcjiing lo build I l,gisti(s
l:onrplex.().1/l)2.

INVESTMENTS IN CIJINA

lumbo Shipping NV (the Netherlands)/China Shipping Group
(Shanghai)

Willform jr:int vcnturc,China Shipping Jumbo lleavy Lifi Co., Ltd.,lo
nssist internationalaontraclors with large indusl ria I proieats. 04/02.

Sagawa ExpressCo.,SumitomoCorp.(lapan)/Shanghai Dazhong

Transporlation Group

\\rill Lrnr joint r(nturc to oili,r.irrgo dclivcrv srr! ircs. (lapan:{9r\,

I)R(l:5 I %). $67.7 nrillion. 04/{)2.
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ViralGenetics ln.,,Ne*York lnternational Commerce Group lnc. (US)

Will lirm ioinl vrnturc to se(ure PR(. governm.nt approvaland distributt
Viril (;enrti.sl\ lherapeulia lrcatm(-nts in (ihinl. 04/02.

Ports and Shipping



C tI IN A'S IM POR TS

Airspan Networks Inc, (US)

Signed a distribution agreement with Cuan8zhou JinpenS CroupCo., Ltd

05/02.

Asialnfo Holdings, lnc. (US)

won contract from Tianjin Telecom,a subsidiary ofChina'felecom,to

providr nctwork management produ.ts. 05/02.

Asialnfo Holdilgs,lnc, (US )

Won contracl from Shandong Telecom, a subsidiary of Ch ina Telecom,to

provide 0SS solut ions. 05/02.

Asialnfo Holdiogs, lnc. (US)

won aonlracl from Inncr Mongolia Tclccont. a subsidiary ofChini
Telcco r,loprovideAsialnli'.s nressagingproduct.05/02.

Naniing Ericsson Panda Communications Co., Ltd., a ioint venture

betveen LM Ericason AB (Slveden) and NanjinS Panda Electroni€s Co.,

Ltd.

won contract from China Unicom to expand Unicom'.s CDMA network.

$55 million.05/02.

Shanghai Bell,ajoint venture ofAlcatel SA (France)

won conlra.t fronr ZhejianS Telecom,a subsidiary ofChina Telecom,to

provide 80,000 subscriher lines. 05/02.

Alcatel SA (France)

Won conlract from GuanSxi Tele.om, a subsidiary ofChina Telecom,to

supply arcess,edge,and core data nelworkinB portfolios. 04/02.

Grt! Sysr.mr Inc (US)

won contract from China Rail.om lo expand its lnternel backbone

network.04/02.

LM Ericsson AB (Sveden)

Won contract from China Telecom for next-Seneralion network pilot

equipmenl.04/02.

Openwave Systems Inc. (US)

Won contract from China Unicom to provide software for instant message

and other non-voiae servi(es. 04/02.

0y NokiaAB (Fi! and)

won contracl from Zhejiang Mobilc Communications (lo.to expand

Zhejiang Mobile Comnruni.ationl GSM nctwork. $85 million.04/02.

OyNokia AB (Finland)

Won contracl from (;ua ngdong Telecom, a subsidiary of(lhin.r Telecom, kl

expand tiulngdong Telecom'.s broadband I)Sl. network. 04/02.

Oy Nokie AB (Finland)

won contract from Jixi Tel.commun i(al ions Bureau of Hcilongiiang lo

provide broadband acccss. 04/02.

Shatrghai Bell,ajoint ventu.e ofAlcatel SA (France)

Won contract from Chinn leleaom to defloy voice-over-lnlernet Proto.ol

(volP) nexl-generalion nctwork in Shanghaiand Beijing.04/02.
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Sybase lac. (US)

Won contract frorn China Telecom to provide Sybaset Adaptive Server

Enterprise to reengineer local network management systems.$? million.

04t02.

Vo&tel Network Holdings Ltd. (Macao)

Won.ontract from GuanSxi I'elecom,a subsidiary ofChina li'letom, to

restruclure Cuangxi ATM/ltame Relay and t)l)N.$1.55 million.04/02.

Bonson Technology Co., Ltd.,a subsidiary of Asialnfo Holdings lnc. (US)

Won contrrcr front (;ua ngx i I{obilc, a subsidiiry of(lhiDa N,lohile,lo

deploy intcgrated OSS solution. $3.9 nrillir)n. 0l/02.

China Broadband Corp, (US)

won contract from Chengdu CCS Optical FiberCorl.,a joinl venlure of

Corning Inc. (US) and Chengdu Putian Cable Co., Lld.,to providedata and

Internet services. 03/02.

Nortel Networks Ltd (C8n.da)

Won contratt from China Telecom lo provide next-genrrrtion VolP in

China.0l/02.

Marconi plc (UK)

Won contract from thc PRC Ministry of Railways to build r
l:ommunications system in Liaoning. 0l/02.

Tellabs Inc.(US)

won contract from Zhejiang Unicom,a suhsidiary ofChina Uni.om,to

install a voi.e-qualily enhancementsystcm formobilenetworks.0l/0.1

uTstarcom Inc (US)

won conlracl from the Gtrvernment ofShandong to deploy lP-based

PASrM .ily-wide wireless access in six cities. $18 million.0l/02.

Vodatel Networks Holdings Ltd. (Macao)

Won.ontra.t from Hunan China Telecom,a subsidiary ofChina Telecom.

to integrale and upgrade DDN and framc Relay'ATM nctworks in Hunan-

S2.6million.0-3/02.

DvN Holdings Lld.(Hon8 KonS)/liangsu Hongtu High Tcchnology Corp.

$'ill tirrnr ioint ventun.liangsu HonS I ian Ilroirdband (innntuniialions

Lrd.. to dclelop di8ilrl cxhlc sr'rvices. (llong Kong:50h-Plt(.:50%). Sl I

million.04/02.

STM Corp. (US)i Datang Telecom Technology Co., Ltd. (BeiiinS)

Willform joinl venture to conslruct a salt'llik' commu n i.at ion network

and b nrarket teleconr solul ions. 03/02.

interwAvE Commutrications International Lld. (US)/Eastern

Communicarions Co. Ltd. (Zheiiang)

Signed OllM agreemenl to form stratcgic alliance to develop third-

gcneralion technoloBy and tclecom in lrast ru.tu res. 04/02.

Cambridgc Broadband Ltd. (UK)

won contracl from BeijinS D&G Telecommunications EquiPmcnt Co., Ltd.

to set up a lixed wircless broadband system. $12.5 million.05/02.

INVESTMENTS IN CHINA

Alcarel SA (Fraace)

willinvesl $9 million in NewMargin Ventures ofShan8hai,a venture

capital firmsupportingChinesetelecom startups.M/02.

OTHER

Europ€.n Unioircovernment of the PRC

Will cooperale to fund IT development projects in Ch ina. $.1. I m illion.

04102.



ITXC Corp.(US)

Will carry calls for China Mobile via lhc Inlernct.04/01

L6 Telecom, a subsidiary of the tG Group (South Kores)/China Mobile

Will establish nrobilc roirnling serviacs in South Korra for Chincse citizens

durinB th. World Cuf.01/0:.

SK Group (South Korea)/China Unicom
Will rstlhlish nrobilc roirminB scrvi(.s in Soulh liorcil lirr Chinesc cilizcns

during,lh( ubrld Cup. (l.l/l)1.

Sony Ericsson Mobile Communications Co., Ltd.,ajoint venture of l,M
Ericsson AB (Sweden)and Sony Corp. (lapan)

Will sct up a subsidiary in ll.ijing lo distrihute nrobilc phones.0.l/02.

AT&T Corp. (US)/China Telecom,Shanghai lnformation lnvestment Inc.
llegan opcrations of joiDl vcnturlr,Shanghli Symphony
'[elcconr]lunicirtions (i).,1-td.,lo offcr drta transnrissi(nr connrclion
scrvi.es. (US:15%-PR(l:75qb). 0-1/01.

Commworks Corp.,a subsidiary of3Com Corp, (US)/Eastern

Communicalions Co., Ltd. (Zheiiang)

Will coopcrate to dclivtr lntarrrct lnrt([ol p(\duats to (:hin('se scrvi(a

Prov id!'rs. 0,1/02.

ILOG SA (France)

Will oPtn lleiiing office to frovide interfa.e suite ll(;01.0 lo monilor

tele.om networks in real tinre.03/02.

NTT Communications, a subsidiary ofNTT Corp. (lap.n)/Beiiing
Telecom Corp.

l.nunchcd lP virtuallrivarc nctwork ncws servi.c in China.0-l/0:.

Wi.eless Online,lnc. (US)/Shanghai DatanS MobileCommunications
Equipment Co.

Will furIn slralcsiL rllitrr(c t0 lnarket Wircless 0nlinals (:l('arBennt@ sltarl
nnlen[! syncnls in (-hiDr.0.1/02.

Textiles and Appa16l

OfHER

Pranda letdelry plc (Thailand)

Willopcn firttrrry and shops in Guiingzho! to markctjrwelry in southcrn

China. $ L l 5,nillion. 0.1/{).1.

Transpo.tation

CHINA'S EXPORTS

American Altomobile Network HoldinSs (US)

Purchased the worldwide man ufact uring a nd distribution rights of
vehicles built by Tianlin Automobile Industry lmporl & Export Corp.

04t02.

Chengdu Ai.craft Industry Co., Ltd.,a subsidiary ofChina Aviation
lndustry Corp.l.

W(rn contrirct lft)nr l)assxult r\viati( SA (ltnnae) to nunulirclurc
.onlpon.nrs ol the F2(xI)h.X xircrali fuschg.. 0.1/0-1.

CHINA'S IM PORTS

Airbus SAS (France)

Won contract from China Eastero Airlines Co.. Ltd. for twenrv A320

passenger jcts. $800 million. 04/02.

Alstom SA (France,U()

Won contrlct f.om Nanjio8 Metro (lo.,l-td. for 20 trains. $ l4l million
04/02.

Eaton Corp,(US)

t,icensed dislribulorship of Eaton produ(ts to Dandong ShuguangAxle
(i). Ltd. of l,iaon ing. 04/02.

Honda Turkey, a subsidiary of Honda Motor Co. (lapan)
l\bn.onlrn.l liom thc (lhina National Mcral and Minrral lmport irnd

Ilxporl (i)rp. for 1,000 llondr Civics. $l I million.0l/{)2.

R.ytheor Co. (US)

Won contra(t from CAA(ito supply and installtwo monopulse se.ondary

surveillance radars- 03/02-

Siemens Traction Equipment Lld. Zhuzhou, a ioint venture of Siemens

AC (Germany) and Zhuzhou El€ctrical Locomotive Works (Hunan)

WoB contri.t liom Shan8hii MRT Prrrl l.inc Developncnt Co.,l.td. k)

f rovidc l8 six-pnrt undcrE()und lrains. ((;ermnry:U0%-PRC:20iX,). $270

million.0.1/0:.

Hutchison whampoa Ltd.(Hon8 Kong), Pirelli SpA (ttaly)/Qingdao
Huarghai Rubber croup

Willforn joinl venture tire fa(tory in Qingdao, Shandong. $72 nrillion
05/02

Aichi Steel Corp., an af6liate of Toyota Motor Corp. (,apan)/Shanghai

Automotive lndustry Group
Will iirnr joint vcnlurc ro nranufidurc cuhmobilt pirrts in (lhinr.0.{/{t:

Airports d. Paris Group (France)

Will purchase 9.9% of Beijing Gpital lnrern.tional A irporr Co.,l-rd
t:t4t02.

AmeriGr Sate-Lite Manufsdurirg Co.(US),Hella KG Hueck & Co
(cermany)

Will forni joint ventu n, Sitr- Lite Bike l-ighting Co..l.td.,in ShundL',

Guangdong. k) manufrcture bicycle and motorcycle lights. (US:50%,

(;erma n!':50or ). 04/02.

Moscow Science and Technology loint-Stock Co. (Russia)/Shenyang

lrcomotive C6rshop
\!ill li)rm ji)inr vrntur. to manufacture subway cars. $40 million-04/01
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BT Ignile Co.,a subsidiary ofBT Group plc (UK)/Central Internet Digilal
Cenrer Co., Ltd, (Beijing)

l{ill toopcr;rlt' to provrlr lalaaom srrviacs t d lcchnologv and solutions

progranrs in (.hina. {).1/01.

Motorola In.. (US)/[3stern Communications Co., Ltd. (Zhejiang)

Signerl MOU to coopcr;rtr in mobile contnrunications dcvclopment. {)-}/02.

Dalian Locomotive Plant
Won.onlrilal l'ronr thc (;ovcrnment oi lriq lor lifiy I)| l0fl loaonr(niv$.
01/01.

APM Automotive Holdin8s Bhd. (Malaysia)/Hefei Winking Asset Co., Ltd.
(Anhui)

Will form ioinr venrurc to manufa.tur!'(ar scats ti)r distribulaon in (ihina.

( N'lalaysiir:t0%-PRC:109it,). $5 million. 04/01.



Nissan Molor Co. (rapan)

will ILrnhas. thc l5'lt slakt of Zhcngzhou Nissrr i{olor (i,.,1.td. owncd

h) sirnrmitr luotor (i). ('lhdiland), i ioint v(ntur. hclwccn Nissrn,

srn)nritr.rnd t)rnrgl.nli luolor Irrp.of Hub(i. (laParr:30qr-PR(.:7{}%).

04/{)l

NSK LId. (lapan),Timken Co. (US)

will nrrnr il ioinl lcnlurc to nuoriii.turc billl hairrings lirr :rutomrrhilcs

(,iIrn:50r}i,, tlS:51)rli,). $ l6 millirnr. l).1/02.

SIA tnginee.int Co,l.ld., a subsidiary of Singapore Airlines l,td.

\!ill purtharc 15'\, trl { iuirngzhou Air.ral'l N'llinltnince (i). l.l(l.l)'1l01

Y.maha Corp. ( Japan )

lvill csrablish n (lhinrsc suhsidiary lo purchase Chinese motorcycle parts

lbr cxpon. $"1.62 nrillion. 04/01.

Mando Climate Control Co.p. (South Korea)/rianghuai A!tomotive

Chassis Co., LId. (Aohui)

Will li,rm joint vcnturc lo protlut,:.rir conr.lilioncrs irnd hcillin$ slstcnrs

for rLrlonubil.s. (S(nxh Korca:5()rh l']lt(l:i0q,). l).1/01.

MG Rover Group Ltd. (UK),Brilliance China Automotive Holdings Ltd.
(Hong Kong)

\\'ill tirnn joint v(nturc to d(v(l('| rnd ninuli.lurc autorrohilts in (lhinr

{ U K:5{)r|lrllong liorg:50'ra). (l-}/01.

Nissan Molor Co., t,ld. (lapan)/Dongfeng Aulomotive Group (Hubei)

ln trlks to lirrm.r i0int rtnlurr l(, nlnr)uhalura r|J stll suh.ornprct

rutrnnobil.s in (.hinJ. {).1/(11.

OTHER

Daewoo Motor Co.,a subsidiary ofthe Daewoo Croup (South Korea)

will h(gin nranuti.turin!, trLr(ks nl ils ioinl virnlur. rvith (;uilin iult)
lndustry (;roup. (;uilirr l)acwlx, ltus (.o., l,ld., in ( itrnngxi. (lU{)1.

lapan Airlines Co., t,td./China Cargo Airlines Ltd.,a subsidiary of China

Eastern Airlines Co., I-td.

!{ill}hJrc spi.r rr (irgr) lli|,hls bcltrccn shirn8h idDd li)kt(i.(Il/02.

Volks*agen AG (G€rmany)/Shanghai Automotivc lndustry CorP.

!\'illcrlcDd lh.ir c.lr.nranuhcluriDEioinl v(rrtur. in llhinl hr'lllvcirrs trr

2{)29.01tu2.

Suwa Co., Lld.,lsuzu Motors Ltd. (lapan)/HuanEhe XuanfenB (lo.

(Henan)

ll(grI] .onstructi(nr ol aar milnulrcturing phnt irr llcn.rn. {) l/l)1.

CLASSIFIED

Mandarin tluent, lvy League tinance graduate with l0 years sales/

marketing experience in China and Asian region seeks PFC position

High-dollar value govt. contracts/contacts a specialty. Currently
resident in Hong Kong. email: dlcha2002@yahoo.com
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Yokohama Rubber Co,, Ltd. (,apan)

Will in.rcist ils slrlc lronr .15'!, lo lt()(h in llitDS/hou Yrkrrh.rnra 'l irt (-o..

l,ld., ir joirrl vrnture bclNcen Y lll (iroup (Singtporc) and Ilrrngzhou

l{ubb(r (in)up ol Zhrjinlrg. (laPin:u0'!,r, Singrporr::10')t l'lt(l:10{,).Sll

nrlli{'n. lIl/01.

Kia Motors corp.,a subsidiary of Hyondai Motors Co. (South

Korca)/Yucda Group (liangsu), Dongfeng Motor Corp. (Hubei)

\\'ill l,,rnr nr$' ioinl rrnlur., I )r,nEii'ng- )ir.d r Ki.t l\lolors ( (,., I ld., trr

rn.nr lii(ture (irs in,ixnBsu. (Sr)ulh (orcJ:i0r\, l'lt(.:50"i,). 0.1/{)1.
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Council Bulletin
Event Wrap-Up

Council Hosts Gala Dinner
Ih. L'S-(.hini Ilu'irrcss (-,,uneil ho\1c.1 ir\ Itrcnni.rl (;rl.r irr

\{.rshington, l)(1, on thc r'vening of lrrnc:. /\lrlost {(}0 ntenr[)cr
eonrpartv ctr'culir'cs Jn(l rr'prc\cnl.lli\c\. tlistinguisht'tl grrlcrrr'
l1lent i)lli.i.rls.tn!l rc.rrlcrnics,.rnd thcir guc'ts Ittcndcrl thc cIent.
Aftcr (jruncil l'residcrlt Ilobcrt A. Kapp rcad opcning rcnrarks l)t'
ootgoirrS (lorrnril (.hair Fredcritk \\'. Sntith and .tltcntlcel.
rr'.tt(hc(i .l vi(lcol.rp{d rrclcotttc lionr inronring t.h,rir lrhilil. \1.
(irrrtlit, thc ()runcil rccognizcrl Scnator I)idn c lrcinsl.irr (l) (lA)
.rnd llcl,rtscnt.rtivc I)avirl l)rticr (R-(1.\) ti)r thcir rlrrk in sup.
prrrt ol st.rtrle ['5 I)R( conrnrcreial rchtions. Alier dinner. Rtpre.

sclt.rtir'<' I)or.rkl \l.rl/ullo ll{ ll.) intlor.lrr,,crl thr ( 5-(.hin.r ln
tcrp.rrlianrcntarv l:\.llnn8e fr()ErJnr,.rtt etttlclttrr tlrlt lllorvs
nrerrrbcrs ol lh('l'll(. NalionJl I'coplr'r ( rrlgrerr.rnd thc lrS
(-1)fiSrc\s nn offortrrnitv l() ()l)\.rvc thcir rcspcttivc in\tilulir)n\.
flS-(lhinir lrrtcrpirli.rnrt'nt.rr'_v Irehrrrgc (:h.rir leng lianhui also

rtldrcssed thc.urdir'nic. thanking thc busines. <omrnurtitr' lirr ils
continucd \ufport.

r\l the cntl ol thc cvr:ninH, (i)utrcil l'r.'siti.'nt Kapp g.rvt'a bricl'
tuf,.l.tte,rn thc L 5-(.hinJ L(g.rl (-()ol.r.tlion lrund,rvhich pror itlcs
gr.rrt\ to \ufport L S.(-hina proitctr rrr thc lickl rri l.rrr'-

(Frun lett to rightl
US Bepresentative
0onald Man2ullo and

Honorable Zenq Jianhui.
PRC National People's Conqress

US Senator Dianne Feinstein

US-China Business Council members at the Biennial Gala in Washinoton, DC, on June 5.
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Event Wrap-Up

i\lore than 100 member company representa-
tives participatcd in the Council's 29th Annual
Menrbership Meeting on Iune 6 in washington,
I)O. The program included two panel discus-
sions, one on the current business climate and
the other on how bcst to take advantage of new
opportunities that are arising from China's
\\hrld Trnde Organization (WTO) entry.

The 6rst panel featured Ioe Studwell of Chir,r
Ecorpnit Quarttrly. who gave a presenlalion on
China\ current economic and financial health;
Stoyan Tenev of lhe International Finance Corp.
and Joel Schmidt of Alliant Energy Interna-
tional. who discussed China's emerging private
sector: and Daniel K. H. Chao from Bechtel En-
terprises, Inc., who briel'ed the.onference on
commercial openings in information technology,
power, and transportation infrastructures in the
run-up to the Beijing 2008 Olympics.

During the second panel, lain McDanicls of
thr Council's Shanghai ofdce spoke about govern-
lncnt affairs strategies; Robert J. Easton of Accen-
ture Co. [,td. discussed sales and distribution net-
works; and Rudy Schlais, recently of Ceneral
l\'lotors (l()rp., talked about Chinai auto scctor.

Vice Minister of Science and Technology Li
Xueyong; Vice Minister of Foreign Trade and
Economic Coopcration Ma Xiuhong; and Vicc
Chief of Poticy Office, Central Committee of the
CCB Zhcng Xinli. The vice president addressed
the audience and media following dinner.

Washington
lune
Issues Luncheon: The AIDS Crisis in China:
Considerations for US Companies l-eatured
Bates (lill, senior fellow in Foreign Policy Studies
and director, Center fcrr Northeast Asian Policy
Studies, The Brookings lnstitution and Amar
Bhat, director, Asia and Paci6c, Of6ce of Global
Health Affairs, US Department of Health and
Human Services.

Qusrterly WTO Working Group Briefingr
USTR'S WTO Complirnce Work with China
Featured Charles Freeman, deputy assistant US
Trade Representative for China, and USTR col-
leagues.

May
Workshop on China's Chemical Sector Fea-
tured Sigmund F[ryd, president of Valushar and
firrmer general managcr of Rohnr & Haas's joint
venture in Shanghai.

Issues Luncheon: R€cent congressional staff
trip io Chila Fcaturcd Grant Aldonas, under-
secretary for international trade, US Department
of Commerce; Tim Reif, minority chief trade
counsel, House Ways and Means Trade Sukom-
mittee; and Mike Castellano, tartrade counsel,
Office ofCongressman Sander Levin.

Beijing
lune
Meeting: Current Trends in China Featured
Sidney Rittenberg, Sr., president, Rittenberg As-
sociates, Inc., and visiting professor of Asian
Studies, Paci6c l,utheran University.
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Council Holds 29th Annual
Membership Meeting

Council Co-hoats Dinner for
PRC Vice President Hu Jintao

The National Committee on U5-China Rela-

tions in coop€ration with the US-China Business

Council, America-China Forum, Asia Society,
Committee of 100, Council on Foreign Rela-
tions, United States Chamber of Crmmerce, and
US-China Policy Foundation, hosted a dinner
honoring PRC Vice President Hu lintao on May
l. Some of the more senior officials accompany-
ing Hu included Vice Minister of Foreign Affairs
Li Zhaoxing; Vice Commissioner of the State
Development Planning Commission Liu fiang;
PRC Ambassador Yang liechi; Vice Chief of the
Administrative Of6ce, Central Committee of the
Chinesc Communist Party (CCP), Ling lihua;
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PETROLEUM DISTRIBUTION & RETAIL

SUMMIT 2OO2
Tuesday zzth & Wednesday 28th August, 2oo2

The Kerry Center Hotel (Shangri-La), Beiiing

Feat uring Key lndustry Players:
5lalo l.(.rrn(nni( & lradr, (ornmir.,ior, PRC (5t l( )

llal(. D.,v('lol)l11r,rl & PlirnIilg ( r)mnri.,.,ior, t]R( (')Dt'al
(hin.i Pr,lrolerrn l{ ( hpnri.nl (-orpornlknr ("lN(rPt( )

P(.lrr,( hir ( (,m|l,rry I imil{.(l (Pl IRO( lllNA)
Resene your ptoce before 2.6th luty 20O2 ond receiveo 1096 dtscount.',[[,lll { , | | r I ) , r r r i r , . , ll| Nor llr l,r.,l n.,i,r

tll, Oil ( Irr.,
Pr.lr(,llu'll I rll'ilnll.,r'l lr..lrlulr. (l l',nl
A.,l)(,r k.( ltlrrl{}riv lr{.
A(, r,11lllr(,

Vr,r.(lr.r R{rrl

antl rnorr,...

Key lssucs:
. ( llir.r'\ (,lrlrV irto tlr(' W l() .rll il\ inrp,r( I o

th(, (iownstrc.rr lr('lrol('ullr or.uk('l
. tlpcning tlp thc p(,tro['unr rct.ril &

dislributioI n].r l(et to lor('igI collrD(,lilio
. Esl.rblisltirg ncw l.rws & poli(ir'tl0 r('!trl.rl(,

lhc nr.lrket I

. lIlprovir]g stnndnrds.!rtd llrr'.rsur(-' kI Il.t,til
& distribution L

. tlpportuliti(,s lor l'uturc r rro|lr'r.rliorr ltclwt't,n
do testic & lotr,it Uelr,,lryr r .,fl'tr,rIlr,,\

. Buildi g etle(tivc lilnd!:r.riii. l r)l rtlrr'r.rlio S

withir ChinJ's llrajor p('lrol('urIr l,l,ryer\

!
I

a

lnt r tld{ Fnrol.um E(ononlcr

@
arne:- Title:- Company: -

Email

www,gisconsult.net

Suooortinc 0rsanisations

6D ,n rn,,n,.,,,n.".. or*o
CEERD

0fficial Foreign Publications:

@I'fff ormnausrrvrs{ tdmtlltrsrxcffi

Asso(iate Sponsor:

ffiveeoen.noorrttt-- alrti
Fxhibil Snonsor:

I ffi aslillll(' L^YeaFolrc

tl
l-.

L-

lointly organised by:

E

Fax:

Luncheon Sponsors'
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Power in Motion
Reliabilitlt Through the Vinds of Change

.llol.'s (:bin sen ice ghcs )\)u otv lu).t'eo^ oJ'ut\.'ricn:e. tt htu ndutlt \l'tlrulegiu l!
lxtsitioned ofiices atd tt exl sh e. xlb and sorurt ghrlxtl lrorrslxtrt lh t ,plu\tb.

.VOl'i Mles, o,skn,rcr scn'ice anl dacrn e kttion tenmr. nrplnrled fi' .llql, s ghtlnl l'l
systen, are t'ulued.fitr llxir kxul hnou'lelgc. frulissituutlisn arul reslxnt\h ut.tsr.

Diftt'l fillt dl Hon!! Xong. Sfunghti. QinBdtn. linlim und (hiutrn gitv -t\r,t &,mp€lilit\!
t:ttl<tfi;..lited-&t.t llrn'iws. tts u'ell as o?limun, uniurl urul lelxtrlnru itn's.
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