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PRESIDENT THE I]S CHINA BUSINESS COI]NCIL

Of Viruses and Visas

cftrre atypical pncumonia, bcforc lhe Mclrogrle Hotel supcr-spreader, beforc thc World
tlealth Organization (Wll()) adviyrries on travel to (lhina, thcre was the visa mystery.B

The SARS
virus declines;
the visa mess
continues-

Iong bcfore (ihina declared publicly that it
faced a mr'dical emergenc-y in severc acute respi-
raft)ry ryndromc ISARS), American businesst's

knew thcy were facing a diffcrent emergencl of
unknown origin.

lrst August 16, I wrotc lo the leadership of
the US l)epartment ofStare (lX)S) that
American companies working in thc Peoplet
Republic of China were facing sudden, uncx-
pccted, and disruptive changes in procedurcs
governing lhe issuance at US posls in China of
visas for PRC citiz-ens seeking to enter thc
United Statei for purposcs directly related to
legitimate US commercial interests.

The Oouncil's corporate members were
unable to learn thc content and ex(ent of the
ncw procedures that seemed to bc operating.
Normal business functions in the large and
expanding arena of US-(ihina commerce were,
and still are, sevcrely challcnged.

Nearly a year has passed sin(c thc visa mcss

insinuated itrlf without noticr into the normal
operations of American businesses-and uni-
versities, rerarch labs, sludent cxchange prc
grams and other forms o[ American interaction
with the world.

In contrasl, two and a half months have
passed since SARS burst onto the world stage.

Today, while uncertainties remain, the SARS tide
appears to br receding. 'l'hcrc can bc little doubt
that the energetic aclions ofgovernmenls al the
local and national levels, along with ihe strenu-
ous efforts of international health agencies led
by the W<rrld Health Organization (WHO), have
heen crucial to stemming the epidemic-

On the visa mess' horwer, pt reis tow"rd
the restoration ofbalance is far less clear. US
companies engaged in normal trade and invest-
.nent with China cootinue to rEpod that Chinesr
citizens on legitinrate business missions arc 6nd-
ing the prooess of securing normal US travcl doc-

umcnts inrpenctrable, unpredictablc, inordinately
time-crrnsuming, arbitrary, and nrore fiequently
negativc wherc once it was otherwise.

1'hc cost of this systcmic implosion is clcar to
thr affcctcd individuals and businesses, whether
the firms are smallor large. A snapshot ofthe
damagc inflictcd on smallcr US companics by
the visa mess was offcrc'd at a recent hcaring by
lhe Housc Small Busincss (lommittcc. So lar,
other congressional comnrittees with nxrrc
dircct jurisdiction over thc entirc visa proccss
have failed to crrrfiont thc visa problenr, cither
in regard to Ohina or gkrbally.

Viruses and visas are differcnl issucs, of
(oursc, hut somr of lhc (onlrasls in thc two sit
uations are inslructive.

Thc ccntral contrast between the US and
global rcsponscs to SARS, on thc one hand, and
the conlinuing visa mcltdown on the othcr,lay
in public authorities' approach to public irrfor-
mation. Faccd with thc SARS crisis, nati(nlal
health authorities in the United States and many
(rther nations leapt, togcther with the Wt lO in
Gencva, into thc work of hard stience and of
instant, sustaincd public outreach.

Thc authorities quickly informed health
workers and the general public across thc globe
about what was happening and what cotrld be
done. (Ohina was, as noled in my last [rlter,
slow to act, but then acted with energy). A
wholc sct ofpolicics and measures- cspccially
thc rapid deployment of information
resourccs-are al the corc of thc decline in
SARS numben; worldwidc as summer begins.

Contra$ lhc visa mcri,s.

Thc visa crisis emerged in thc wakc of
Scptember I l, 2001. The impulse to act immedi-
ately to strengthen US txrrder sccurity was both
undcrstandablc and neccssary.

1'hat the responsc was also profoundly
bureaucratic and heavy-handed was perhaps, at
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lirr l nrulti ngcncv SAO instcirtl of nrnking lheir orln lisa
clccisions.'l-his grritlance, cirllcd "tlsing the Tcchnologv
Alcrt I-ist (Up(inte) nr.rkcs .lcrr thr'conflut'ncc in mici-
sunr rcr 2001 ol lhc t'mergrnct resPons( to lcrrorisnr and
l()nBcr'tcrnr chill('r)ges, su.h ns "nrxintaiiing LIS .tdr'.tn-
lagcs in c('rlain nrilitary criticirl tcchnologies." 'lhis pro-
granr oI inlcragt'nct' \'isn ravic\!, estlblishcd vcilrs cilrlicr,
rvas callerl NlAN'llS. Frrr (--hinr. it rvrts not (lONlX)li but
Nl,\N ll5 tlr.rt \\r5 r,)t\ .rl tlrt li,rclirrrrt

Ilcconrnr.'nding that lhc so-c.rlled criticol tie[ls list"
nttnch.d to thc updnlc hc "postcd at the intcrvi$r'rvindorv
rvhere slalT can bccoorc llnriliar rvith the conlcnts." thc
updat..rlso en.()urage.l visx otliccrs to tnrst lh.ir inslincts.
"Thcrc nral'be tinrcs," visa olticcrs scrc.rtll'iscd,'r''hctr thc
consLrlar oflicer suspccts /ilr xllrll('v.r r.r,sor, that an appli
canl nrir_v b. fu)l .on.crn/ r/r'-'pilt'l/rc rrl:srrrcc ol thr ,:'plli-
iort'..Irr{i,ssiorr or rrlca ry' strr,ly orr ffir T-,11.. Srra/r arrJal a.r,l

tnl shotld bc subntitl.d h n S/\O _li th. I)L'lirltntnt's
nivisor)' opi,tio ." \l:.nrphasis.rddcd).

\\'ith lhr' anlilcrrrrrisnr b()rdcr-conlrol cfli)rt (not

ainrccl al (llrina) thur nrclcled rvith thc broldcr go.tls o[ thc
NIAN'l lS-'lAL proccss by Au8ust of l(x)f, rnd visl ofllccrs
urgcd to "trust thcir institrcts" b1'moving visa decisionr to
intcragcncv rcvic\l. it is no surprise, irr retr()spcct, that th.
nurrbcr of l\lAN l lS revicw cases lirr'(ihina quicklv shot
ruprrrrds, to pcrlraps li:ur Iinrcs l,rior lcvcls.

l)r.r[,.d in th( cnr.rgr cv r('sl]ons. to Scplcrtbcr ll,
lhc nlvstcrirs ol the visa crisis rernaincd unsolved l() thosc,
rn.lrrtiirrg .r gre.rt rn,rrry leg,il rr:r,rt.''\ntcric.tn iornfltties itt
(ihina, eaught in thc rloNnclrrfi. \\ell'intcntioncri ofFcials
wurrlcl cxplain obliqucly thar dccisirrns rvcrc comittg frotn
"abovc." Sl nrpathctic listcners rvoLrld pr)inl oLrt thirl thc
rrrirnpo$'r:r in thc cnrhassics, consr.rlatcs, and rNcrburdcnc'tl
invcstigalory lroclics in Wlshington rv:ts lacking, as rverc

lhlr la(hllr(irl r( \r,rrr((,\: (on]f lll(r\ t\L rc Jrl(rL'r)1. svsl(rlr\
(lid n()t interconnrct,.rdnrini\lriti!c priorities rterc clsc

rvhcrc. and so forth.

()ncc il bcconrcs clcar rr'ho has the authoritv to repair
this cxtrnordinnrv burciruarittia llitmeout, balance simplv
ntusl [)c rcstorcd lo a visa syslcnr thxt n]ust shut the door
ns ti8,htl) .rs possil)lc to thosc who scek to tlcstroy lhc sceu

ritv ol thc United Statcs rvhile kr-eping thc door opcn k)
lirreigrr citizcns, inclurlirrg (ihinesc, whose urtr,v inlo the
Llnitcd Strt.'s ir inoffensivc or bcnelicial k) lhis.ountry.

'l hc SARS cnrergener lr) dlt. hrs dtnronstrnlcd the
capircitv ol nirtional irncl interrrationitl govcrrrol{nt ilgelr-
cics lo rcspond vigororrslv, crcrtivcly', opcnll', ancl ctlcclivc-
lv to strcltlcn tlangcrs.

'l'ht'vis;r nrcss hes n()t (l()nc so.

ll rrrrrcnt 5.\l(5 lrljnJ\ (,rrlirlrc. /\nrs1is.ln. purrrtittg
()pportunitics li)r su((rsJful busincs\ with (lhinr will soorr

llow in iln(l oul of (ihina again in nornul nunrbcrs.
lllcanrvhilc,lhcy wait llon!'too pnticr]tly fi)r normalitv kr
rcturrl to lhe llo!\ of(lhincsc customt'rs, [rusincrs plrlners,
nnd.nrplovec\ to th. Llnilcd Slat.s. Whtthcr thc burcatr-
arxtic syslcnrs strugllling to perfirrnr csscntiitl scculitv tnsks

can tloeLrp thc skills ncrdcd to nrininrizc rnndonr dnmngc
rrkrng thc' prth to prolcction is.r critical qucsti()n th.rt
tlcrna ncls ln ansrvcr. i
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hrst, irrcvittrblc. lt nlso cnrried hcavv politicrl ficight. As

thc atlernl')t lo ritionalire nDd slrenglhen thc nlirndticmcnt
oi LIS bordcr sctulity got goin6, t)()S, rlhich had alrvays

hcld luthoritv over thc granting of visas, canrc in for with-
ering political criticisnr for hlving gr.nlcd visas k) llcoplc
bcnt on.orrrnritting terrorisl acts agninst Anrcrican citi-
zcns within thc Unitcd Statcs. In dulj coursc, heads rolled
in (iusular Affairs. )unior ofliccrs Irlnclling visas heard ir

Lrud and clcar nrersage.

l:urthcrnrorc, a tightcning, ol trorcler sccuritv rcvcalcd
nrrssivc technical obstaclt-s, inclr,rding thc r:xistence ol'
nurlrcrous bLrrcaucratically distinct datnbnse's vrhose ir)te-
gration ncross ngencv lincs no$'kxrnt'd ls criticlllv
urgcnt.-Ihc govcrnnlent turned simultlncously to thc'

tasks ol- inslitutionnl reorganization (inclLrding thc frrfi na-
tion oI the I)epartnrcnt oI Honral,rnd Sccurit,v), techno-
logical riltionalizirtion, rnd tightcr rcstriction on lcccss to
rhc Unire'd Stnres.

Although details remain sketchy t'ven nory, it is.lenr
thrt thc visl proccss undcrwcnt nrussivc chaoges in thc
carly sumnrcr of 2{X)2. A ncw pfogrnnl crrlled (lONl)OR
raiscd thc blr for visa aPPlic.rtions b,, ccrlrin citiz.ns ()f
certain countrics and territories tlcemt'd k) prcrent thc
highesl risk ()[ lcrrorist inEllrnti()n into thl: L,nitcd Stites.
l hnt rvas thc bluntcst ne!l'instruolent drplo,lcd in thc visa

syslcm.
(lhina, howc'vcr, wirs rlevcr rcgnrdcd ils ar speciirl source

of potcntiil l('rrorist inflltrnti(,n into the LJuitctl Statcs. (Jn

terfirrisur, the United Stntcs has consistcntll'rcgarded
(lhina ns a coopcrativc pirrtncr.

Yct, by midsunrnrcr ol last year, visa applicnlions lionl
(lhincst' rratiorrals dircctll .rssocilted rvith Atncricln busi
ness opcrJtions in (ihina rvr'rc disappcarinS, iDlo a void, alr
opaque LIS rcvicw proccss wilh Do cxplinitti()r oI wh.rt
rvas h.rppcning rnd rvhen decisions woulcl be rcached.

'l lre kind of corrrpctent infi)rnratt)nal clf()rl so qui.klv
cvidcnt irr thc SAIIS case was rt'gr-cttibly absent in the casc

ol_ thc vis.r nr('ss. li)r nr()n1hs, l)usinessptr4rlt'lntl
Waslr ington-basccl or.ganizrtions like''lhe US (ihina

Ilusincss (louncil prol)c('l t)olilcly, \,r'rolc letters, irncl talkcd
to fricnds in golrrnnrent, rinrply Irying to unrlerstrnd
rvh.rt harl bellllcn thcnr. Arls\i'ers wcr. (rftcn fiienrllr,, usu-
a lly vitgtrc, ncve'r rlcfinitivc.

It becamc clclr that the big sltxvclown on (lhinir visns

rrsullcd tronr thc vnst incrcnse in rcferrals lionr consular
posts worldwicle to irn intcr gcncv "Seauritv A(lvisort'
Opinion (Sr\()) revicw proccss in Wirshirrgtorr. We lcarneci

ronrc othcr thing\ xlong lhc lvrl':

1 lfr. -.t,,.t . .r, it rr.r, c.rll(d-the t.rrnili.rr
f 'r.,"n, strcrcl,r. in lh( .rl)scn(. ()l',! lirrrr,rl ricririrrrrrrn
a parlicular visit applic:ttion rvithin a tireLi pcriod of lime,
the nfpli(nli()n was autonratically npproved wis un-
pluggcd. No tirlc limit on lh. revic\a'of visa l1'Plicirtions
*,as rctained. 'llrLrs rcvit'rving g,cncics tro longcr fclt a

slrong incentivc k) ilct cxpcditiously.

) ln ..trl.' A(tFusl, l(llrl. a ttcrr' '6uirl.ttt.e" s'.ts
3 sent t,r tortsul.rr ol'6cc. w,,rlLlwiJc, upJ.rtirrg thc s irlc
ranging-ltchnology Alert l.ist ('lAl.) on which visa ofFcers
wcrc k) fi)aLls;rnd counscling lhenl on r!'hcn to rcnch out



The lmpact of
HIV/AIDS on
Business in Ghina

Bates Gill and Andrew Thompson

I he outbreak of severe acute

I 
respiratory syndrome (SARS) has

I exposed the immense challenges
that face China's overburdened and
underfunded healthcare system. But
SARS is only one of several infectious
diseases that are spreading through
China, posing potentially long-term
socioeconomic damage. The human
immunodeficiency viru s (HlV) and
acquired im m u n odef ic iency syndrome
(AIDS) in particular will threaten China's
economic growth and social stability in
the coming decade.

All companies operating in China
risk incurring significantly higher costs
as a result of the rapid spread of HIV

Bstos Gill
holds the Freeman Chair in China Srudies at the Center for Strategic and lnternational Studies (CSlSl in Washington, DC.

Andrew Thompson
is the ressarch associate for ths Frooman Chair in China Studi0s at CSIS.
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.ombir).d \vith Chioii's wr.tk heillth(nrt systenr.
'fhe l)llO govcrnrllenl cstimntcs thnt by thc rnd
of 2001, morc thirn one nrillion citizr'os wcri:
intcctt'd rvith lll\'. Iicgistercr.l cases incrcr\cd
more than 3{) percent per ycirr in l(X)l and 1001.

l he United Nations and thc US National
lotclligcnce (iruncil cslinrrlc lhat (lhina corrld
have bctwecn l0 and l5 million inltcted citizens
lrr ll ll{). ll- I hc c\pcricnct's ol- cornp.r nies in
Atrica and Southerst Asia nrc nnv guide, cornpl-
nies in (lhina that ire unpreparcd lirr thc risc irr

lll\ /,\ll)S rascs nray p.rv li,r lheir rn.rcrii)n
thror.rgh rising opcrating costs aod clirninishccl
pro6ts.

\ruhat are the costs of
HIV/AIDS to businesses?

\\'lrr:n I II\'/AIt)S cntcrs lhc workti)r.c in
lpprcciablc nrrnrtrcrs, busincsses l'acc sigrrilicant
adticr,l costs rnr.l rcrlu,:cd rocnucs. Ill\'/All)S
.rllects lrrrsincsscs' cornpetilivcnc:\s in thrcc \rirv:,.
I'rinralv costs, such .rs labor, irrcrc.rsc. When sick
crnpl,tr.lj' rrlr\\ \or l. \1rrl('r pr,r,lrritrr rtr
clrclincs ancl corplovcc turnovcr, hcallhcare

When

HIV/AIDS

enters the

workforce in

appreciable

numbers,

businesses

face

significant

added costs

and reduced

revenues.
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Who is at risk ?

'l'hc inal:ilitv of ( lhinl s prrblic hcllth sr.rrlcil
llncc svstenr lo detcrn)inc ncauriltclr thc ntrnr-
bcr of IIIV infi'ctions in thc gencral populntion
nrakcs it dillicult to n\scss those iil risk. At the
end ol .100-1, thcrc rvcrc ouly l5tl national
I ll\ ',\ II )5 ru rr cill.rrr(c (( tcr. io , 'fcr.rl ol]-
rrr.rrrr' .rIIiIrrrtr'rI $ ilh (I( ltt)i|||\.rIioI ( crtL r\ l,,r'
drug rrsers irnd conrnrcrcill scx workcr rc-cducir-
tirnr crntrrl' rLrn bv thc \linistrv of I'ublic
Sccr.rrity.l'hc Ministry of Hcalth bclicvcs that
nlorc thrn l{),000 sitcs \tould tre neccssarv to
.r.sc'. the lirll Irrgr)iturl( ',l th( (liJLnri(.

Othcr erncrgirrg inlictious disclrcs l:rovir.le
importrnl indicntions rbout lll\"s potcntirl to
sprc'acl throLrghout (,hina. I{cpdtitis l} anrl (l
(urrcntlv i11li'(l nrorc than 1(X) rlillion pcrrple in
(lhina and arc analog,ous lo lllV/r\ll)S in som.'
rvlys [rc(ausc rnanv pcoplc rvho lreconrc irrtcctccl
unkno*'inglv carrl thc virus lirr lc.rrs [rclirre
nranilesting sympl()rrrs. ln thc nrcarrlimc they
inlect olhers through se\LrJl contn(1. bl(x)Ll
protlutl donaliorr,.rntl inrprr:pcr rlrrse ol nrcdi
,. rrl cqrriprrrerr t. 'fhe 

. \ l(rrl ,)l' thc lrcp.rt iti' cpi
dcnric .rnd the r;rpid incrt',rsc of scru.rllr'
lrnnsnlitted inlcati()I]s in both urban antl rLrIal
areas sincc thc carlv l9u0s in(licirt( thit
UIV/AIl)S rlill likcll'sprcrri to thc gcncral pop-
rulation. l hcre is curltntlv .r lllsc li,cling ol sccu

ritv lnrong nranl'()l'rinesc g,cople rvho brlicr-e
thit IllV/AIl)S is a "lirrcigner's" cliscase thal will
('nl\ .rllc(l rrr.rrgrn.rl p,'pul.rtr,,n.. rr.rking pre-
vcntion lnd ctiucation an inrport.rnt task lirr
complnics scckine tr) protcct their cnrplovccs
.rnd conrnrunities.

expcnses,lnd sorill [Turdrns such .rs insunrncc
prcrrriunrr rrr'.1 rleirth l:crrciilr irrirc.r'c.
Secontlarl costs. such as [,w nrrlrale and
strainccl rclltions lrclrvccn sorkers and r:tanagc-
nrt'rtl.,rflcn r'tiur. llttsinessr'.rls,, cxferir ncu

tertinrv costs \uch n\ danrnga to corporJtc rcpu-
tations and thc clceline ol protlu.t olarkcls and
invcstor intcrcst.
a Primary costs

'Ihe wcll-clocunrentctl increasc iu labor cosls
hrorr5ht,rrr hr th. lIl\'/,\lI)S (fi(lerrri. irr

Atiica ancl Soutlrcnst Asi0 indicatt'what conrpa-
nies opcralinll in (lhinl nr.rv fircc in thc lLlturt.
Nlany peoplq 1v[p contr.rct HlV.rr. uni]wnrc
thirt they rrc ill ard work lirr scvcrrl vcars

beiirrc thcir hcalth hrgins to dcclirrc.' rc
inrp.rct of I llV/All)S hrst hits businesscs whcrr
a mrrker's.rhscnlccisnr inercascs lnd nrav lrt'
pitrticularl,v scvcrc lirr conrpanics Ihrl erDPIoy
skillccl workers. A studv il llcijing conclrrctcri
bet\vcer1 199.1 and 1999 fountl thnl HI\'-inlect'
ecl pcoplc spcnt an averlgc of 89.6 davs ptl ycitr'

in thc hospitll and rrrltlc rn:rr.l<litional 1.7 out
paticut visits per,vrar. Bccausc ol the highll-
personal n.rture ol Ohincrc [rusine'ss rcl.rtion
ships, morcovcr, the absr:ncc of kcv s,orkcrs
rnar anrplifr thc irnp.rit .'l lllV/All)s.
Conrpounding nratters. hc.rlthr crrrplrrvccs olicn
conlril)ulc t() workcr abs!'nlrcisnr riltcs \r'hcrl
thcv tlke tinrc oll to care lirr HIV infc.tcd frr)r'
ilr rrrcrnh,r.. \\'hrrr rr0rkr..rrL,rh\(,nt. r('r)lrirr-
ing crrrpkryccs t.rkc on extra work, rvhich results
in hi6hcr ovcrtirlre cosls nnd K()rkplaca rtress.
\\irrkcrs lntl their fanrilics nray irlso dcnrand
de.rth bcncfi ts, firneral t'rpcnscs, .rnd bcrcavc-
n'rcnt l.'ayc, tlrther rrising thc' costs oi busincss
for cnrpLrycrs.

'l'hcsc' costs-in trrnl\ ()l nrln.rgcrs' til]1e,
\t.ili (li5nrf li.,r. lr,rirrirrg,, .rrrd 1,r,rlrr. tivitv-
i,rrrlJ lrlvt,r rrr j.'r irrrp,t.'t i'h (,rrrrl,Jrri(r irr

Chin.r. Hiring a ncrr'enrpkrvt'e c.rn cosl \s\'.rnl
nronths'salilry to lhree tinrcs an Inrtual s.tlary
dePending on thr'position lntl indrrstrr'.
Rcg.trdless ol rnl'tcthcr thc pL'rs()n being, rcl,laccrl
is skilled or unskillccl, cxpcricnccd wrrrkcrs arc
morc produalivr.lnd gcncrrtc ni()rc prolils.
a Sccondary costs

It is difli(ult, vct t]cccss.rry, l(r nleilsur. lhe
sccondary costs ol lllV/r\ll)S. l:rnployccs lnLl
cnrpl,rvrrs tvpie.rllr .lrc Lrr.l\v.lr(,,1 .r,r\' gi!(n
srrrkcr's HI\'\tlltu\. A risinE nunrbcr ol illrresscs
within a conrpany rnny n{)l initinlly be nltributcd
to tl lV/A ll )S sincc lcrv ( .hinesr: tioclorr .rrc
qualilied to diagnosc it. llceausc lllV dcprcsscs
thc iIlrmonc svslcfll, palicnts nr.rl'die l11)nl

opportuni\li. inlictions, inch.rding tuhcrculosis,
which nriry bc nanrccl thc rrllicial eausc ol clcath.

As tht incirlcncc rnlc inarcilscs within tha aonl-
r]lUrIl)' rlrlJ rtt rc (l'r(t(rr\ lrctortrc.trr.trt,rl'
HIV/All)5 svmptrrnr,i, thc diagnrrsis rvill lrc
r)rlldc morc olitrl-.llii'ctirts socictv morc op.'n'
ly. oncc thc inciclcncc ol lllV/;\ll)S riscs,



(()nrpnnics arc [articularlv vulncrahlt' to poPular

1rcrccpli(nrs of lheir brands. I)rxrrly planncd
Ill\r/AIl)S polirics, ()r irn rbsence ofsuch policics
altogcthcr, can thus havc ncgalivc cfli'cts on lhc
.(nnpirny. A.onrpinv that is scvcrely aflectcd by
Il I\r/All)S can suffcr lrom a lack of invcstor con-
litlencc.rrrd nuy hsc access t() cnpitnl.

Pcrlrilps tha grealcsl exlcrnal cost of
IilV/All)S k) l company is thc implct of .r

ricclinc in thc greatcr ccorrorrry. FIIV/AI[)S pri-
nrrrill allects rvorkcrs in thc most proclrrctivc
pr'r irxls ,rf thcrr lircs. Ihcir inirp.tcit.tti,,n tan
rctlucc fanrilv incorncs, aDd pilynrcDt for trcal-
mcnt cJn clinrinatc lhcir s.lvings.'lhc resull is

rcduccrl spcnclinS anrl rlcnrantl {ol gootls anrl
scrviccs, particrrlarlt' lirr non-cssential itcnrs and
scrviccs. Writ lnrg,e, this situirlir)n rirn spell
nlircroca()nonri( dc(lil]c, nol ()nll in areas rvhcrc
I ll\rA ll)S is prcvalcnt, btrl acr<)ss thc country
or regiorr. Thailand is.r casc in point. A 'lh.ri

governnlrnt studv in 2000 cslinratc(l thal lhc
clirecl antl indircct crrst of I IIV/AIl)S to tlrc
n.rti()n w.rq Sl.: t'illi,,n. AtlJition.rl r'.tirn,rtrr
sulllicstc(i thnt lhc lhiti HIV/AIl)S cpidcnri.
corrld bc coslirrg thc /rrpcnr'sr' ccononrv belwccn
I .rnd I pcrc('nt of its lnnual (iNl'througlr loss-

es in trrdc anrl potcnli.l mnrk.ts. As n'rarkcls
shrirrk arrd lahor costs incrcasc, prolitirbililv
hcconrcs hartlcr to .rttrrin.

sovsrs ac ute rsspirstory syndrome
(SABSlhas raised troubling questions for
Chinesg citizgns-including corporate citi.
zens-about the nature of risk in China and

the governmont's ability to rospond to rapidly

developing crises. The PBC governm€nts

response to SARS has mirrored the govern-

ment's reaction to HIV/AI0S. The government

initially reactsd with misinformation and

denisl, then, alter heavy internationsl pres-

sur6, admitt€d the problem and eventuolly

cooperated with foraign partnsrs, though

with soms rsluctancs and suspicion at ths
outset. Though SARS has garn€red signili-
cant political attention and has mobilized

society, China! capacity to cops with more

slowly sprsading, more leth6l, diseases is by

no maSns Sssured.

The SABS outbreak rsv€El€d shoncom-
ings in China's medical and political systems.

Medically, SAffS prss6nted a huge chollenge

to the entrre healthcare systom. At tho clini-
cal lBvel, doctors and nursss wers infected

in disproponionate numbers, hospitals quicl-
ly became ov8rwhelmed, and the army
stepped in to provide medical statf lor civil-
ian hospitals. Public hoalth ovsrsight capaci.

ty wss also strainod by SARS, as vinually all

infoctious disease specialists in the govern-

ment wor6 unabla to continue thoir daily

worl on other disoEses.

Politically, SARS exposBd the PRC gov.

srnmsnt's initial inability to addross rapidly

dsveloping crises. Ths outbreak und€rlined

B€iiing s communication diflicultiss with
provincial authoritiBs. Poor communication

beh,tieen the Ministry of Health and Bsiiin0

city health authoriti€s also showed that evsn
in the capit8l, low€r-level officisls do not

always repon in a timsly and accurate lash-

ion. The subsequent sackin0s and rspri-
mEnds ol close to 1,000 provincial- and

locEl-levql otficials for inadequat6 handling

of th€ SARS epidemic illustrstes the central
government! frustralion with otficisls who
do not follow its commands quickly snough;
the na€d to punish some otficials in order to

motivato others; and careful public relations.

Ths 0overnmont's obstruction of ths World

Hoalth 0rganization and Unted Nations pub-

lic health taams sxposed a continuing dis-

trust of outsiders, which doss not bode well
for more oponnoss in the fulure. Though ths
politica! sstablishment Bventually mobilized

society and improvod communication

bgtlveen th€ provinces and the csnter, it is

unclear at this point if these dsv€lopmonts

willtranslate into mors €tfoctivg respons6s

to other dynamic crises in the future.

SARS hos dono what other infoctious dis'
sEsss in China have thus lar failed to do:

cEpture ths attention ol the top loadership

and the internationsl community. Fonunatoly,

it has infected a relatively small number of
people, caused fewor derths. and as this
anicle go€s to press. is on the doclins. Th0

economic impact has besn sharp, but should

bo brief. Prevontivs measures, including
screening ond quarantinS, havs proven

effective. Unliko SABS, however, HIV/Al0S is

a terminsl illness in all cases, infects tho
young and productive at high raros. and will
have a long-lerm sconomic impact. Though

soms obssrvers hope that SARS will engsn-

dsr a nsw renss ol openness, it is slill
unclear that the PRC govarnmsnt has msds

such a commitment or thst h will Epply its

experience in doaling with SARS to other
infectious diseases.
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cnrployec nroralc nra) llLrmnrct ancl induslrial
nacidents nray ()ccrrr ntrrrc licqucntly bccausc of
sickncss, strcss, tlcprr'ssirrn, anrl cven [alalisnr
lirrl her rc(lucing |rodu.tivily,

Wrrrkcr cnrplovcr rclrtions can strili'r once
Ill\'/A Il )\ P(rrIc.tlc\ r $rrrlPl.ric. lhcprinr.trv
r,,rrllict .rriscs wlren cxpt,u'ivc. lifcsavirrg tre.rl
nrcnls Iie l)evond lhe linancial rcdch of empk)v-
rcs anci arc n()t covcr(\j by instrrancc plans or
('nrf loycc hcnltlrcarc svslcnls. ( lurrentlv,
antirctroviriil lrcntmcDl. kD()wn ns thc "AII)S
(.(,(kliril' (irrul/'i,r{ iiu','lirr) is.tv.tilahlc in
Ilciiing and Shanghai using inr1,r)rlcd drugs..llrc
cost, prohibitivc to nrost pitticnts, is nround
$5,{)00 pcr vcar. Scvcral (lhinesc pharrn.rccutical

corrrPirnies arc rtrshing gcneric vcrsions to nrrr
kct, lroPing to lowcr thc pricc l() a llror'a nlirl-
ngcirblc $1,100 [)cr vcirr. (bmpnnies will
incvitably lrrcc dillicult dc.isions ahorrl whclhcr
ro rrl'iflr(l l,crr(lir\ t,' iniltr,l, lili pr,rk'rrgirrg
lreatmrnls for enrplolccs.rntl their <lcpcnticnts.
O Tertiary costs

( i)nrfn ir's in ( lhin.r Incc siFnificnnl c()sts .rnd

risks lirrrr Hl\ /Allts u1 lhc wi,l(r (onrrrunil).
'llrc' most signilicant risk is to ir (onlpilny's
br.rntls and inr.trc. If a conrpanv does n()t Providc
lilj prolonging lrcirtrr'rcnts to its infe.lcd ('nr|loy-
ccs, it c,rn bc hranclecl inscnsitivc or lulhlt'ss antl
risks consrrmcr hr:,vcoll\. ( i)nstrnrer fr()ducl

Learning from SARS



Hornr businesses can mitigate
the irnpact of HIV/AIDS

'l lrc (ihincsc workplacc gcnerally inllLrcnces
cnrplo,vees' pcrson.rl livcs, social valucs, .rntl
beh.rrr.r. fhotrHh thc rrrrrl trnit r,/rrrrr'r'il srs
t!,nl hls relnovcd itself lirrnr nr0n)' aspc(ls ()l

workcrs'livcs, all companics in (llrirr.r still intlu-
(n\( work.r\'.lllilu(le..rrt,l .ue in .t trrritltte p,rsi-
tiorl lo providc public hcalth cdu. tion roJ a

hcalthl $,orkiog, cnYironmcnl. Pre\.cnlirrB lhe
spre,rtl ,rl lll\' .rnJ hepatiti' withirr ir (r,rrlJrrr \
wrrktirrce is lroth ccononriealll and hr.rnt:tntlv

Ircli'rablc to lhsorbing thc .osts of rell.tcing
rrrrrkt'rs lost to AII)S or othcr discxsls. or t()
trcnting infe(jlrd worlers.

'lhouglr nrany nritnagcrs aor.l cxpcrls itrc aor'r-

ccrncd irbout thc irrrPact ol lll\'/All)5on busi
rrcsscs in (ihin.r,li'rv conrpnnics h,rvc lrkerr
con.rctc stcl)\ l() protect thcrDsclves fr()n1 thc
ccononric cosls oI blood-hornc tliseascs. A 2002

survcf of busincsscs in ltciiing conductcd b1' thc
lirturcs (irouI l:uropr: lirun,.l lh:rl ool\'11 pcrccnl
h.rtl rn t'stablirlrccl HI\'/All)S policv, rvhilc l6
pcrcent had policies conccrning hepitilis, tlnd 9
pcrcerrt h.rd policir.'s on scrurlly transrniltc,.l dis
(,.1\c\ rS J l )\ r. ( )r)l\ .1 perr'rrrt ol-lhctr'rrr|.rrric'
rcPortcd thrt thcv had policier.rnd progr.rnrs
spccilicall,v dcsigncd to addrcss IIIV/AlltS io
( lhina.

l'rr rnitigatc thc tirturc inrpact of lllV/Alt)S,
lrcp.rtitis, lntl othcr blootl-borne discirsrs, a

conrpany should cslablish arr I ll\//AII)S, hepdti-
tis, ind SII) policy ancl tlisscnrinate it to.rll
cntpl,,r'ecs: pr,rri.lc prtrcrrtirr' r'Ju(.rtion l,r il\
rvorklirrcc.rntl hnriliesl inrolve the rvidcr coln
nrunilr in cdu(.lli()n pr()grnnls that, lnr()ng
othcr goals, n1t('nrIt lo rc(iu.c lhL'stignrn o1

such diserscs; cxtcnd prcvcntion nressagcs and
inccntivcs lo vcodors antl supplicrs rvho also

undcrtakc prc\cntion pr()trnnls; and nrilkr
prcprrati()ns lirr thc crtrc Intl suPPort ()l \rorkers
rrncl r heir l.rnrilics.
O Developing an lllVi AIDS policy for

the workplace
llrc is'rrl ol lll\/,\ll)S rr roii.rllv.cnritivc in

( hinl her.rrrrr oi llr. wi.lL lv lr. kl nrr.l'. ricl,tr('n
thirt thc clisc.rse only alllicts nrarginalize'tl
groLrps, such as.lrug uscrr, scx rrorkcrs, anrl
rrcrr s'ho h.rrc rct rritlt rtrcrt. Ilort ( ltitterc.rru
.ll\,, r(luLt.rrl tr' .lir uss .. rrr.rl trrl'ir s. Ir.rrtiirr-
lally rvhen illcgirl or "inrnroral" activilics nre the
liritr'. ( )thcr. helicvc th.rl I ll\ /A Il )\ i. .r l'.r
srrn.rl issuc sinrihr lo h1.g,icnc thrt c()mp.rnics d()

nol nrcd to.rddrc\s.
An ll lV/A ll )S, hep.!tit is, .rnd STI) policy

shrrultl statc thc crrrnpanv's positi()n nrr(l prxc
liac\ li)r prcvcnliog thc trirnsnlission ol lhcse
disrascs anti lirr lranclling inli'ction anrong
,,'nr1,Lryces.-l hc Policy should tomPly rvith locll
.rrtl lrtional l:rrvs, cstablish lrr.h.rvioral guidc
linc's firr all cnrl,hlccs, rnd providc rcs()rrr.es

lroth within thc.ompnn_v nrrd outsidc it lirr
I:\\istanac nrt.l .ounscling,. lhc policv rhould
spe'city the bcnclits antl nrcclicrl scrviccs that nre

included in thc corrplnv's hcalth.nrc program
.rn.l cnsurr th.rt i,rndtlenti.rlitr .rn.l priv.riy'.tre

Bu.rrlnt('cd. Itl.'all1, enrpirlcr's rvill be involled
in cr('atin8 lhc folic) so lh.rt th(')'havc.l stnke in
llle rr:ull\..lrc rcLclltrv( t(, lirturc eJtrr.rti,rn
programs, and ean becoma d resourae li)r othr'r
enlf lovees. An enrplu,vc'e'dcsigned poli.v rnore
efli'ctivelv inllucnces nllitudc\ irnd cxcrts peer
prl,ssure on the cntire workli)rce.'llrc lirrmation
ol tlrr' rvorkplacc policy is thc tirst stcp t()ward
rttlucing thc stigrnir of the disease, r. hich should
lTe .r goal of lnv policl.

()rBaniTilli(nrs havc Lrscrl innovativc ntcthods
to hrclk down lhc stignra. Sonrc cornpanics havc
(lctailcd cxpc(lad behl,'ior of irll stllT toward
corvorkers rvho are infi'ctcti or s,ho havc inli'ctcd
Iirrnill'nrcnrbcrs. By intlutling hepatitis ancl other
rliscrses thut hrvc sinrilar cpidcrniokrgicirl charac-
l( risti(:, .r\ I llV/AIl ,5 ro lh(ir l, rli(t, ({'rrrf.rnir\
h.rvc.h,rrvn errrlrLrlccs th( irt)f.l(l.rr,l tr.rnstnir-
si()o routcs ()l thcse sinril.rr diseases, denr(rrstral-
crl that thesc cliseases arc rvidesprcad,lnd
Ih(.rus( r)l llr( l\,lcntrul tirr ilinii.rl lr.rl\nli:'\ir)rr
throLrgh illcgallv rcusecl nrcdical dcviccs) cmphit-
sit crl thrt.rll cnrpkr,vces.rrrd their hnrill nrenr
hcrr nray bc irl risk ofcontracting thcsc discases,

rcgarclless oI t hcir marital stirtus.

As plrt ol thc policl-nrirking pro.ess,.ompa-
nics should rcvicw c\isting poliiit's.rnd considt'r
\rhcllrer thc),.ould conlril)ulc k) dnog,crt)u:,
prlcticcs. Ii)r cxitmlilc, it nrrn:tger in l llcijing
Lr'rrrl.rnv crlrc\\cd Lr'rr((rrl lll.rl his .,'rrrl,.rrlv s

policv of proviLling r .crlJin nunlbcr r)l-plid
''sick tla,vs to cnrplovccs, conrbinetl rvilh n reiDr

ILrrscnrcnl pr)licy for n]c(lirirl cxprnscs, lcd
crrrployccs to vicrv thcsc policies as pirrl ol d ber-
clit packagc that ncedcrl to bc rrscd rrr lost. Thc
nr.rDirgcr wr:\.NvJrc thrl lrrln! enr]rlrvccs kxrk
rll_vs otl cven whcn thcy wcrc Dol ill, to rrst up
tlrt'ir':ick tl.rys.rntl r i'it thc J,'it,,r l(, lcl vil:rnrir)
ancl othr'r "piek-rnc'up" inic.lions, inlrirvcnous
tlrips of hcrhal rnt'clicincs. ancl possiblv cvcn
bkxrd prodr.rcts. llccausc rrf thr: frctlucnt reuse ol
necdles nnd .tthetr'rs iD trnrcgulatccl Iacilitics in
(lhinir, thc nrirnxgcr wils c\lrcnlely cottccrned
.rlrout thc p,'s.iblc inrf.r(t l'n lhc (r,nrl).rn\'\
cnrplol'cr\. (i)mpanics lirccri rvith sinrilar situir-
lions necd t() r(nrsider solutions, such as provid'
ing workcrs who do rrol use up thcil sick d:rys

wilh bonuscs, and rcinrbrrrsing expcnscs onlv
tionr clualilicd hospitlls and clinics.
O Developing health education programs

for the workplace
Afirr a policv is in pllcc, the ncrt slcp firr a

conrpanv in ( )hina is a hcalth cducati()n pr()-
granr tirr thc urrrkPlacc. lht ultinrltc grul oi
slrch nn c(lucnlion prograrn should hc to kcep i1

conrpanv's worklirrcc hcalth,v tnd protlttctive,
thus marinri,/i11g protluctivitv rvhilc rcducing

To mitigate

the future

impact of
HIV/AIDS,

hepatitis,

and other

blood-borne

diseases, a

company

should

establish an

HIV/AIDS,

hepatitis,

ANd STD

policy and

disseminate

it to all

employees.
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After a

policy is in

place, the

next step for

a company

in China is

a health

education

program

for the

workplace.

c(,sls lronl atrsentecisnr. incrr,ascti hcaltlrcare'
scn'iccs rrr insurirnce prrnrir.rnrs, itncl statl
turnover.'l he health cducation progr.rnr should
hclp prcvcnt cmplovces rnd their dcpcndents
lionr hcconring infictcd \vith Hl\/(ancl orher
cliscasrs) .rs rvcll as c'linrinrting tlrc.tignra of
intectcd coworkers, as rlrcacll' nrcrrtionctl. Of
crrurse irll cornpanics hrrvc diffcrcnt rvorkfirrccs
ancl should tailor thcir progranrs lo suil the,lgc.
cclucation lcvcl, Sencicr, and bth.tvirrral risk f:tc

trrrs of thcir rvorkers.
No onc progranr will suit thc nccrls of all

c()nrpanics, l)ut suaccsslirl progrrnrs slrlrc conr-
nron elcnrcnts. l-iducatiorr progranrr.rrc nrosi
clfcctivc rvhcn dclivcrcrl lrl pcers irnrl r.'hcn
workers arc involvctl in progranr dcvclopnrcnt.
Progrnnls nccd k) leich thc bariic nrcirrrs thr'ough
u4rich lll\', hcpatitis, svphilis, ancl othcr STI)s
arc sprcirrl, itlong ll ith prcvcntivt' n:clsures, sueh
as condonr usc. r\gain, cnrpkryccs shouH bc
nrade awarc oI tht'danger oi rcuscd nccdles ancl

svringcs in clioical settings-and hc tntpowrr.rl
to tlenrand clcan, singlc use nt't'dlcr.rn,.l
svringcs, lntl screcncd hkxrd protlutts.
l:nrploygl'r, nrust also lc.rrn horv thesc rliseases

ire,rot sprcird-proBranrs shoultl cnrphitsize
that casual aontnct in thc workplncc l)rcs('nts Do

risk oI HIV inti'clion.
(ioocl progranrs provitlc a tirrrrrr lirr dis-

LussinF ll,,r. .tll etnpl,rvcc.. inilutling senior
nranirgcnrcnt, shoulti 1rc.lt infcatc(l cow,orkcrs

rund horv thc eompln)"r' l,olie) alli'cts cvcrvonc.
I)rogrirnrs shouU cliscurs rrccupation.rl hazards,

how to hardlc dccidcnls nt lvork, lrxiniDg fi)r
onsite nrcrlicrl staIl, rnrl lTasic lirsl lid procc-
rlrrres lirr all stJil !duenlion prog[lnrs thut con-
r.lucl nrandalory training in snrall groups and on
eornprany tirnc hrve high succcss r.rlc:,. ['crh.rps
most inrp()rlilnt, hcdlthcarc cciucalion progranrs
nccd to bc nronitorecl tirr clli'ctivcnt'sr r!ith lirl-
lorr up nreclings, anrl conrpanics nrust solicit
lcetltrlck lirrnr workcrs k) dl:.lernlinc cnrployt.'
tunderstanding of thc issucs.

'Ir'irinirrE pn:Sranrs shoLrld prrxidc rcsourcc
nratt'rials, inclucling 1'anrl,hlcts or l,rintouts rl'ith
kcy nrcss.tgcs, lorkplitcr issucs, lntl crrnrpanv
policics. l:nrployees slrould be c'rrcour.rgccl to
bring harrdouls honrr: aod cducate llntilv nrcnr-
bcrs lnd ptr:r's outsidc thr'oflice. lhc l{X)l busi
ncss srrrvo in llciiing conlirmeri thrt 7i Perccnt
ol conrpitnics survcvttl tvould likt to providr: ln
I I lV/AIl)S initiirtive, parlicularly iI thc prrgrlnr
is cultrrrrlll sc rr s it ive'.

O Supportingcommunities
( :r)llp.rr(\. .r\ rrrcrrrlrt r. rrt' thc i, 'nt ntrr tt itic.

in which tlttv,rpcr.ttL'. h.r!c.r \L'sl(J irll.rc.l in

involving thc rvider conrnrunitv in thcir cduca
tion progr.rnrs, rcducing stigtu;r, nncl c\lctlding
lrevention nlc:isilSL's .lnd inccntir'er t<r vcndors
.rrr.l'upplier' rvh,, .rl\., un(lcrl.lkc Ir(v(nlir,,l
plograms. ( irnrpunics itlso havc l vcstcd hnan
rill intercst in nrlintrining the hcrrlth rrl the

Providing care,
suPport, and treatrnent

Not sulplisinglv, lhc l0{)2.orPor.rle survcy
lirulJ tlr.rt lc\\ lh.rr Il) 1'r'rir'rrt ,rl lll' irr

lleiiing h,rd reen ant inrp.rct tronr lll\'/AIl)S in
thcir rvrrrklirrcc. Lilll. (hrx rxists al)o(rt thc
inrpacl on busincsscs through(lut (lhina, l.lut
comp:tnics should Il.tor iD thc irnticipntcd costs
arrti.irrlc,,i thcrr I'r,,gr.rors rvhcn.lc'ignin5
thcir i.rrc p.'liiic.. lltc lirst 'tep rr t,r rclicu'
krral and n.rtionrl laws to cicterntinc thc'lcgll
irnplications lbr thc conrpanl,. Sccorrd, conrpir-
nit's shoultl survt'v hc.rlthclrt' c.r|ircitics-both
within the conrpanv il applicablr,.rnd in thc
rvidcr cornnronitv-to .rsccrtaio high-rluality

10 July-August 2OO3 fHE CHINA BUSIIIESS nEVIEW

Continued on page 35

conrnrunitv.rnd ensuring that thL'rc is dispos'
.rble incorrtc rr ailablc lirr ihcir prrrdtrcts or scr
vices.

Insrtrarrcc cornpanics can bc valuablc
rcsourccs to hclp their curtorllcrs inrplt'rnent

lrrogr.lnls \\'ithin thcir orvn orgrnizllions- l'hc
loner the ratc of inli.ction, the lorvcr the.osl l()
lht, insurnnec conrpirny in ternrs ol hcalthcarc
pavruts. Insurers nra,v.rlso 6nd th.ll support li)r
cducationll progranrs anhJnce\ thcir lrrirnd br'
lirstering positivr' frublic lrcreeption" and ittril.ts
ncw busincss by provirling valuc aritlccl procl

uat\, ln\lrr.tn(L aontlritrrir'. in rrt.rrrr' roUrrlrics
.rlro pror irlc rltriottrtt. or iredit' t.r (orrl.rrtic\
rvith cf lictivc lrorkl,l.rec HI\'/,\ll)S policics.
1'hesc savings can hclp.r conrpany justif,v thc
cost ol tlcvcloping ancl inrplcmcntirrE a hcalth'
crre progrnnr. In 1999,,,\mericnn Inlcrnrtional
..\\5ur.lra(,'l'hril.u)(1..r srrhriJiurr ol r\ntcri(Jtl
Int!-rnitli()nrl (iroup, lnc-, startcd irn cvalr,ration
irr(l .lL ( 11(lil.rl i,lrr progr.ln trr pror irlr prenr itrrrr
credits to errnrpanics inrplcrncrting, I ilV/All)S
policicr anrl e(lucnti()n froeran)\ in thc rvork-
pllct'. Ilv conrbining I ll\', lrcpatitis, rncl other
sinrilar tiiscase's into thcs(' progrrnrs, insuranac
aompilnies in (ihina stand to gcncrirlc cvcn

Srcnlcr snvings.

Busincs\cs outsi(lc ol' the insurarrcc indrrstrv
.rl\o h.r\( ,,fforlunili(s lr) pn)riJ( in((Dtiv(\ t('
suppliq'11, 11, implcnlcnt hcllll'rciuc policics.roti
cdutrtion prrrgranrs. ltlanufaclurcrs lice highcr
(('\t\ il ll)cir vc,1J{)r. i.'\t\ ris.. \r' l)rt'l]r()li0t
hcalthl' rvorkplacc prrlicics anci progrants rvithin
thcir rtrpl,li('1 nelw.)fl\ n).lkc\ $'r,rl hrrsinr'rs
scnsc. lllanl nrirnulirclurcrs alrcaclv requirc thcir
,rriSinJl uquiln)(r1l or.rrtrrl.rclurer .rn.i .. rr iie
\ull,lr.ri t(, ,rtl.rin lntcrn.rli(ln,rl ( )r$lnirlti,,n
lirr 5t.tnrl.rrJiz.tti,rn tell iljt.rti<'o',rr mlrrirc r. rr-

dors'brrsincss prircticcs lo nrcsh with theirs. llv
shrring eristing erlucJtir)l progrxnrs xnd poli-
r i. s .rrrrl rrsirrg rrut.itlc rcsou r( (., i('rltf.ltlic\ (.!rl
f((lu '( thc (.,\t ol Jt.srgring.rn.l inrl'l.l])cl]lll)$,
thcir orvn policies arrrl pnlgranr..
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A Roadmap for
China's Mergers and

Acquisitions

Emma Davies

If he PRC government has been trying over the last yearI
I to create a clearer roadmap for foreign mergers and
I acquisitions (lV&A) players looking at Chinese target

companies other than the traditional f oreig n-invested
enterprise (FlE). A flurry of nernr larnrs has covered acquisitions
of domestic enterprises. state-ou/ned enterprises (SOEs),

unlisted shares in listed companies, and even the partial
opening of the A-share market (see Table 1 ).

These nerry rules are a mixed blessing for foreign
investors. On the plus side, they have opened up new
investment opportunities that were previously closed or that
had an unclear legal basis. For example, the government lift-
ed the 1985 ban on buying unlisted shares in listed compa-
nies and sanctioned the acquisition of equity in a non-FlE

Emma Davies,
a senior lawyer at Clifford Chance LLP'S Shanghai office, specializes in foreign direct investment and
mergers and acquisitions in China.
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If

A clearer system emerges but a single'
integrated M&A Iegal regime remains elusive

donrcsti( cntcrprisc fi)r the first tirnc. Or) thc
nrinus sitlc, thc lulcs introduce nt'w hurdlcs
incltrding a p(,terrtially rrstrictivc, Llilhcult'to
intcrprel nrrtitrust rcginre and iln aven rrl()rt
un(crtiin Jpprovnls rcgime.'fhc itlcl ol a singlu,
intcgrat.d Nl.\i\ l('g.ll rt'gitne thus rtnririns clu-
sivc-

'lir gct a strrsc o[ u'hat has ahangccl, we rnust
cxrnrinc lhc qucslions commonlv rskccl lrt'lirr
cign Nl.\A I'la,vcrs in Chinl and how thcsc qucs-

liL'n\,rr( hr\l .rnrr'crctl trrrtlcr lh, rlrt4 r(Errttr:.

nics thirt hrve issucd A shares. Ordinary lbreign
investors cln thcrckrre indircctly ircqrrire A
shares lry buying invcstnlent prodLrcts ottcrcd by

the Qtll.
S.rntc.otttpatricr rrr PrrtiLulJr c(ullunli. :'(i_

tor..rrc:till r.ithcr ,rli linrit. t,' l,rrciEn inrr'.t
rnent or require spccial .tpprovals. \{hen looking
!t rny tartlet, an in\'('sk)r th!'rcf-orc nceds t()
clreck the'latest version ol tht'()atalogpe
(;uidinB Forcign lnYcstnrclt in lndustry to sce it'

thc target c()rrpJrly ir' iD nn caonomic sector that
i' ilored t,r l'or(iSr irlvL'\lrn(r)l r'r lh.rt rcquit'er a

higher level of govcrnnlr'11t ilpproval. 'l he lntcst
cataloguc took efllct in April 2002, shortly aticr
China's World 'liaclc Org,anizatiotr entrl lnd
has opened up kcr scctors lo ti)rei8n inv!'slnrrnt
that rverc prcviousll eLrscrl isuch irs telecon'rnrtl
nications, g;rs, and lvilcr) Jnd rcclr,rced bv trvo_

thirds thos,: s.'ctors pro'iousl.v cltegorized as

restricted.
Not onlv has the clroicc of targets nrultil'licrl

,'ver lirrre, hul s,: lr.rs thc ih,riic Lrl a.qrririrrH
vchicl('thirt l tirrcign investor can adoPt. Iror
exanrple, tht' invcstor crn buv a dircct st.1kc in
thc target or usr'its own cxisting h-lEs in China
to buy the sharcs (l,rovitlccl the;rcquiring FIIi is

rrlreadl- protitatrlc, its rcgistcred capital is paid

ul,. Jod il\ lrr\.cstrr]crlt\ irr ,rlllcr i()n)P:lnies Jr(
less than 50 l(r.cnl ol-ils nct assels).

AlternatiYcly, the lruvcr can rstitblish a sPccirl-
purpose vehiclr (5P\/ ) in r litvorablc oflihore
jurisdiction to holtl tlrc sharcs in the tdrgel-ir
prelirrcd option lirr nranv lirreign investors
given that nny hrturc dislx)snl ol thc SPV crln

lhcn usually bc tlonc with()ut I'll.(l approv.tls.

fHE CtllNA SUSfiUfSS nEylEW July-Aogust 2OO3

'64

O: Can a foreign investor
buy any type of company
in China ?

A: \t's. rhough thc Purchase is sr.rbjcct to gor'-
crnnlcnl .rllr()\'.lls.lnd sonrc ol'the tnore .rrchit
ic lirrnrs ot eorp,rrrte rehiclc, such ls collcctivclv
os'netl cntcrpriscs, rvould lirst neccl trt lrc con_

vcrtcd t(, sorlc ()lhur firrn. (llcar lcSrl Proce-
Jures.rre rr,'rr irr ;,liric th.rt lrcrntit t,,rciFrr
invcst()rs t() bLly shnrcs or asscls of itn Irll'., it

lorr'lilI clrrrrtcstic ctrterprise, l conrpanv linrited
by shalcs ((ll.S), or an SOE. It thc t.r'gct c()ttlPn

nv is listcd on th.'Shenzherr or Slranghai slock
crchange, thc inVcstor cilrr cithr:r [rr.rr'its unlisttcl
sharrs (r' hich gcncrlllv ntakc up rl)out t\\1)-

tlrirrls,rt thc.lr.rr. ,..rl'il.rl ,)l li'le.l (('rnP.ilti(. irr
(lhina ) ol listcd Ii :'harcs. Although rn ori.lin.rrl
tirr.'ign inYcstor \lill nriv not buy listccl ,\ 'hrrcs,
otfihorr lirnds .tntl othr'r tvpes of tinancial in:ti-
tulior:, nrJr n()w iipplv to the (lhincsc.rttlhori

tics tirr' .rr. rcriit,rtr.o .r. .r qurliti..J li,r.ign
i r r ,, t i t r r t i , r r t . r I ||r\(\10r r(Jl-ll ) l,' irr\c.l irt j,,ntlil

J
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A: llack in the l9t{0s, fi)reign inv.stors c\pcctrd
to cst.rtrljsh flFls, rvhich ncccl at lcast 25 Pcrccnt
lirreigrr orvncrship irnd tlrc rpproval ol thc
i\l i nisl rv of (lonrn)crcc ( lVO|(lOl\,1, li)rrncrly
lh(. i\lini'lr! rri I'rrreir:n li.rJc.ln(i I'r,)rr,rrr)i(
(.()(,lcr.rli{rn li\1OFl-E(.1 ) or its kre.rl [rrrrrch.
l:ll s cnlol spucirl tl\ rilltu\ c()rnlrrc(i with
non-l:ll: rlrrnrestic erlterpri\c\. ln rcacnl |car\,
lirrcigo invcritors ha, c bcgrrn to brrr st.rkcs ol
lcss than li pcr.('nt. Th!'l.lrv rrirr, initi.rllI silent
on s'hcthcr lhc resulting crrt.rlri\c rh()rrl(i [)c
tl.r.rillctl .rs.rn llL, rr it rv.r: p,'.'ilrlc, irr pr,rr
licc, lirr firrcign invcskrrs lo brry srrch l()w shirc-
hokl i ngs rvithor.rt ltl()F(lOl\,1 Lrpproval.'l his
krrrphole wirs closed al thc hcginrrirrg oi l(X)-3.

Norv,.r lirr-ciSn inrcstol is rc(lUircd to obt.rin thc
snrltc l\l()li(l()j\l ippr()\rl, li)r.lrr lv1&A lransac-
tion rrr grccnhclcl proiL'ct rcgnr(lle\\ ()l rvhelhcr
thc lirrcigrr sh.rreholding in thc rcsultirrg, IilE is
r1r()r-( r)r lcs\ th.ln l5 pcrcc t..\n l:ll: s,ith lcss

lhrn l5 pcr..Dl lirlcign invcstnrcnt rvill not
cnjov spcci.rl t.r\ sliltus, h()\r'cvrr.

( icncrrllr, thcre is no maxinrurn linrit on thc
l,,rciS|| rrsrr..rrhip,rt J t,trS(( ut]l(\\ it r\ lt.t
sensitive cc()nonlic sect,rr, and such sccl()rs nrc
nolrlr.rlly scl out in thc.irtxlo{uc.'lhcy include
irrdrrstricr rLrch as teleconrnruniaxlions. linxnaial
\ervi(c\..lnd trirnsport.ilir)n.

O: What are the different
\ /ays to buy the target?

A: lhc,4rtirrrrs are sinrilxr k) lhosc in thc
Llnitccl St,rtcr rrr in tirroPc. lnvestors nrlv pur
ih.rrc sh.rrr'r ,rl thr l.rrgct. cithcr lrv .ri.;trrr rng
(xislirg \ll.rr(.:' lrrrrrr .r .r'llcr or hr .rrrluirirrE
ocrvlv i:,srcd sh.lrcs lionr the target, or purchusc
lhc,r\\at\. lrt\c\t,'r\ rtt.rr .tl.,r itrrlireitlr'.r((luirc
th('t.lrgcl l)v pur.hising shares in its rrllshorc

l,irr(rrl rllrrl\rrr\' Sirtrc lqv.l. ir lirr(iFn invc\hrr
h,r' lt.err .rhlr t,' Ilcrll( i'r)( (,1'il) (\i\lin{
(.hincsc I:ll:r s'ith .tnothcr coInplnr il (lhinl,
rvhich t.rn br: cithcr lnothc. FIE or.r non Ijlll
cl,rntesti. crrt, rl,rirc. .\ nrerqcr r' \oltctilt(\ iln
rttrn.tiv. oplir)n sincc it is l-rasically "t.tr-licc,"
but thc stirlulory pr()cedures fbr ootiliing ercdi
tors and obtainirrg g()vcrnmcnt appr()vnls alln
titkc l ycnr or rnorc l() (onlPlete.

O: Should the foreign investor
buy assets or shares?
A: ,\' in rrtlt<r irrrisrli.tions. thc nl.iil .r(i\.ll
l.rg( ()l rr1 r\\cl (la.rl i' lh.lt il can be strrrtturrtl
to .rvoid th. .rs.urnption ,rl thc tarqct s li.rhillticr.
'lhc hrrcr e.rn .rlso.rvoitl inhcriting.rll ,rl thc
trrsct's errrpl()r(r\ .rrrti ttnrl.rnterl sorial wtll.rlc
ol:li{.rtiorrs,.rltlrorrgh unclcr nov nrlcs irrr

errrpl()vcL. s.lllcnrrrrt pl,rrr" shotrltl bc inclrrdeel
ir lhc lr.rnslc[ l.lpcr'\ lhrl xrc \ul)icat t() !l(\c ]

rrreol tuvir'\\. lllrvins.ls\fls is th(,rclille.ln

Table 1: Chana's M&A Laws
Elleclive Daie lssuing Aulhoriiy Type ot Targel Covered

Several Provisions on Changes in Equity
lntersst of lnvestors in FlEs

May 28, 1 997 I\,4OFTEC, SAIC CJV, EJV WFo€, and FlCl-S
(non-listed shares only)

Provrsions on I\,4erger and Divisior of FlEs November l, 1999, revrsed
effective November 22. 2001

CJV EJV WFoE, FlCtS, and
domestic enterpflses

[N OFTEC, SAIC

lnterim Provisions on DomBstic lnvesh6nl by FlEs September l, 2000 MOFIEC, SAIC LLC and Cl-S

Nolice on Belevant lssues Regardinq lhe Traoster
ol Slate-owned Shares and LegalPerson Shares
ol Lisled Companrss to Forel0n lnv€stors

Novembe. l.2002 CSRC, [,40F, SETC Lrsled companies
{non'listed shares only)

Administrative Measures on Acquisition of
Listed Companies

0ecember 1.2002 CSEC Lrsted companres

lntefim Provisions on the Admrnrslratron ol
Securities lnvestment in China by oLraIfied
Foreign lnstilutional lnvestors

December 1,2002 csBc, PB0c [isted companies

lnlonm Provisions on the lJtilization of Forei0n
lnvsslmenl to Beslructure Stale-owngd Enterpnses

January 1, 2003 SETC. MOI SAIC, SAFE State-owned enterpnses
lexcluding lisled companies and
linancral enterprises)

lnterim Provisions on the Acqurstion of Domestic
Enlerprises tor toreign lnveslors

Aprl 12, 2003 |\40FTEC, SAI SAIC, SAFE oomsstic enterprises
{ercluding transfer of squity in FlEs}

Abbrsvralronsi CJV: Conlractual ioint venturo; CtS compaoy lamted by shares; CSBCT Chrna Securities Regu16tory Commrssion; EJV: eqLItv lornt venture;
FlCtsr lorergn'iovested company limited by shares; FIE loreign-rnvested entorprises; LLC: limited liability company; M0F: Minisrry of Finance; M0FTEC:
Ministry ol Foreign Trade and Economic Cooperalion; PB0C: People's Bank ot China;SAFE: State Administration for Forsigo Exchange; SAIC: State
Admrnrstration lor lodustry and Commerce; SETC: State Economic and Trade Commission, SAT: State Administraiion ot Taxation; and WF0Eiwholly loreign
owned enterprise.

SoURCE E rma Dav es
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O: Are there lirnits to the size
of the foreign investor's
stake?



attractivr'option lvhcn thc t.lrgct is, sJy, nn SOFI

with a mess,v plst.
Still, assct tleals rrc mrrre contplieatcd lo

conrplct('. l;or cxanrllc, r.rndcr nrw rtrles thitt
took !'ltc.t in April, thr'lirrcign invcstor sels trp
irn FIE to rcquire thc asscts o[ n lrrSet (cithcr k)
iniect the rsscts into the FI|.ls pilrl ol its c.rpital
contribution or to use the Illl to huY thc asscls

dirrctlv frorrl lhc targrt ), thcn crcdit()rs ()l thc
target nrust bc notilit'd ol tlrc salc l)v \r'nv ol
dircct notice.lnd.rn ron()unlcnlent published in
a nationil or pr()vin(inl ncwsf.tpcr. lhc nolilietl
ircJit0rr i.rrr require lhr t.rr6rt tr $r\c \((rrrit\
tor its dcbt. Il-no s..urit!..rn bc.rgrccd upon
rvith objecting crcrlitors, lhcn prcsrrm.ll)lv lh.
liabilitit's ovycti k) thos('crcditors nrust l)c di\'
chargctl bclirre thc dcal can he conrpletcrl.

O: Which government
approvals are needed and at
vvhat level?
A: Ihc'lpy,rovrls tlcpcnd on thc strttcttrrc rrl'

th. dr l, thc nnturc ol lha lnr8cl, in(j thc \,xluL.

ol the translcli()r. (llrin.t's.tpfrr,rvul rcginrc has

rlwal's bccn eonlirsing.rnd hls lrccn nrarlc cvcrr

nrore'so by thc litcst sp.llc oi lcgislation ancl lhc
March 200-1 govcrnnlcnl reslructurinq (lrlrin!,
which a nuorbcr ()l rninistricr' warc nlerqcd or
dissolvcd.

'Ihcrc rrre, hrxvcvcr. s()rnc gen(rirl rul(s r)l
thunrtr. lirr cx.rnrplc, irrvcstors nruv lrc.rblc lrr
irvoitl irpprovals altogcthcr t'br in olllslrorc dcal
(firr instance, whcn lhe investor indircclly
.l(qlrir.\ lhc { hir)c'lj tilrt(t lrr purrlr.rsirrg it'
oft.shor. pirc!rl, Jr' I()ng.rs th( ultinrrlc l)rrrrll ()l'

thc targct is not il (.lrincsc crrnrp.rnv). lirr irrr

onshore shilrc or.rssct (lcxl, q()vcrnrrrcnl

.tl[)r,'\.tl\. ( rr.tr.tllt tteic.r.trr. Iltr' ttt.tttt

.rpprolrl lxxly lirl rnl proictt involving lirrcign
io\.cstnrenl is 1\l()l:(l()l\1. (irccnlicltl lrll:s rvith.r
totil invcstnlcnt of S-10 nrilliLrr or nrorc. unlc.s
the prrli1,,j1 is classificd as "cne,rur.rgcrl in thc
cetaloqut, uccd I\lOl'(.()l\l .rlpro\'.r1. ll t{rl.rl
inlcstnrenl is lcss th.rn S.l() nrillion,.rn.rppror.rl
fionr thr provinci.tl or k,rer'levcl [rrarreh ol

NIOF(l()ivl should sufhcc.'l hcsc gt'ncral princi-
plcs irc rcvisctl s()rncwh.ll li)r i\'1c\A trtos.lc-
liors. ln plrlicul.lr, rvht'tt [ruving c<1uit,v ola
non-Irl[r d()nlcsli. cntcrprisc or cstltrlishing a

L.\ l-ll. t, .r(qlrrrl..l\\(l\ l'rortt .t (l(,tnc\lir .trlcr_
prisc (rvhir:h ippcilrs lo incluclc atr llE), rtr:rs

rulcs nos' rcquirc M()f( l()1\l approval kr conrc
l'ronr .rt lcast thc prrx incial levcl c\cn if th(' total
invcstrnt t ol'th('frrrjcct is lcss th.rn S-30 rril
lion.

If thc lir8ct is .tn SOt, thcn Ihc tlc.rl rvill likc
l,v nccd.rddititrnal ,rpprovrls lionr thc i\linistn'
oI l]inancc, thc Nationrl l)cvckr].nrcnt.tntl
Ilclirrnr (irnrnrission (Nl)ll(1, t!hich rc.cntlv
nx)k r)\1'r thcr.'lirnctions froru thr norr cleiitnct
Statc l crrnonric rnd 'lirdc (i)rrunission ), and
thc \t,rtc A5ret Supcrvi.t,'n .rrrrl,\Jrrrirri'tr.rli,rtt
(.onrrrrissiorr ( Sr\SA(. ).

Il th. tnrgcl is a listcrl cotrtpan)'and lhc stake

bcing a.quircrl rccounts lirr nrorc lhan -10 per-
(cnl ()f lhc listccl slurcs, tht'I1 l gcneral otTcr is

triggcrctl unlcss it rllivcr is obtrincd tionr the
(lhinn Sc.uritics lleS,uhlorr' (]rrrrnrission. Such

.r dcirl alsrr rrcr'tls rPprovals lronr the NI)ll(l or
its local brlttch (firr thc proictt lrroPos.tl and
li'.rsibility stutlv rcp()rt ) 0nd lionr thc "dcplrt-
nrcrt-in-charge" ol lht largct. [:or cunrpll:, an

ircquisition involving r tlcronr opcrnt(n needs

.rf lrr'v.rl l'r(,nr lltr. Mir:ist r y,'l Inlitrn).rtiorr
lnclust ry.

i\{lny trnanswcrcd qucstions rcmnin abotlt
hr:w thc ovcrlapping lpprovals that are required
lirr clillucnt typcs ol talgct should bc ctxrrtliuat
.'.1. Irt ;rIit.tite, tlrc irvcst,,r U'u.tllv h.l\ l,' tr.N i-
gntc llrc npprov.ll proccss with thc helpr of thc
l.lrgct .lll(l l)y nrakiog.'n.luirics of l\l()l-(lON{
.r ntl other lpproval nuthoritics.

O: \N hen investigating the
target, vvhat should a foreign
investor \Aratch out for?
A: lhc nerr ltg.rl lcginrr h.rs not .rltcrcd thc
rrr.lrrr)(r in rrhirh tirltigrr irlrcstors shoLrlc! ton_
.lLrit .lrrc rliligcrttc irr\ (\tiq.rti()n5 ol the t.lrget.
Ilr( l]l()\l !()r)r)()n pl(rblcnrt ctteoutttcrcd .lur-

A merger is

sometimes an

attractive

option since

it is basically
tttax-freer" but

the statutory

procedures

for notifying

creditors and

obtaining

government

approvals can

take a year or

more to

complete.

Table 2: Antitrust Rules

Triggeriflg Thresholds lor Anlilrusl neview (lor either pant) 0nshore 0€al 0t shore Deal

vl.5 billon {S]80.7 million) Yl.5 billion (Slm.7 million}
0r m0re

Assets rn Chrna NA Y3 billion {5361 4 million)or more

China I\,larket Share Before 0eal 20"i" 20ah

China lvlarket Share Atter 0eal 25ti

Number ol toreign.lnvested Enterprises in Relaled lnduslri6s Aher 0eal NA lvlore lhan l5

Number ol Chinese Enterpfises rn Related lnduslry Acquired Within the Lasl Year [,lore than ]0 NA

N0TE: NA = no1 applicable
S0UBCE Emma Davres
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ing tltc inr'cstig.ttiorrs irc p()()r trxnsparcnay nd
inadcqrralc tfucrrnrcntntion. A nru(h morc
hirnrls-on aIproach lo rluc diligcncc is ncccssurv
in (:hinn togcl elicctive rcsults lsr'r'p.l.1).
I)etailcd riiscussions *,ith thc tirrgct's nrantgc-
ntctrt arc rcconrntcnderi, as rr,cll as closc coordi
n!lion l)clwc.n Icg.rl .rnti linancial cluc tliligcocc
le.rn1s. (.lJssi( problcnt .trc.ts lirl S()Is includc
thc undcr rcpo[ting r)l tnx, conrplicirlcd dcbl
:tnd sceuritv arrangcrncntr\ (sonrctirrrcs inrolvin!.
i tanglcd rvch ol conncction\ r!ilh.rllilirltr:d
.on)p,lnics), thc undcr-lirntling, ol cnrl,lovcc
soci.rl rvcllirrc ol:ligations, rnr.l inconrPlcte cli-
(len.c ()l till. t{) lind.tncl [ruiLlinqs. llccausc
(ihinl's coryrr.rtc govcrnllnae stilndirrds rrc liir
lionr frcrli.ct, anl lirrcign nequir.r h.t\ to nccept
i acrtitin lc\'rl ol risk or' uoccrtaintv l() alosc thc
rlcal. If p.rst liabilitics c.rnnot hc li'ntctl ofi tr1

(h(rr\-llialinF.r:\(t.. lllcr) irrr(\lor\(.rr l](E,,li
.lt. c(,nlrx.lu.rl wirrr.rnlics or indarlrnities !vith
thc scllcr t() aovcr lllcsr nlrtlars.

O: Hovv should a foreign
investor handle the transfer
of ernployees?
A: 'lhc ncr,' rcginrc hils lo lJrovi(ic irny s.rlisfit.
lory r ..h.rnisnr Ii,r lriurslirring cnrployc(s
lirrtn onc errtplovcr to.lnothcr'.

ll thc sharc's ol thc trr-gct ({r,rlp:ln\':lra pur-
chirsetl, lhcrt lllc l,()silir)n is l,rctty sinrl lc. 'l hc
lilllict aorrl)nr)v will ronlinue l() cn)plo)'lhc
cristirrg wor'k lirr'ec, rince by lJw llrc tnrgrl colr-
pany rcnrains liahlc lirr.rll its ol)ligirlir)ns nn(l
liirbilitics, irrclurlirg lirl)()r .()rlritr.ls.

ll ()rrl! lhc tnr{cl s.rsscts arc pLuchascd, horv-
cvcr, lll(n cnrplovccs illf nr)t.rutr)nlrti.ill!
tlanslirrctl lionr thc scllcr to tlrc btrvcr. lnsteirtl,
thc srllcr nrrrst tcn)rirntc a\i5lir)!, lxl)or a()n-
tr.rals,.lnd lhe hu\'.r nru:'t ollcr ncrr laboI con
Ir.r.l\ t(,llrc ljr)rll,rvre\ il \r\h(\ l() r(l.rir).

\\ lrcn thc Irrrrr'r' i\ rn(.:rt,rin \ lt(llt(r tl
\\iirrls l() rcl.lin lltc cnrpk)\'tcs in the l()r){ tcrrrr,
il shoul(l cnstlf('lh.rl th. oc\! lirbor.ontr.r.t:
signeLl rvith lhc trxn\lrrrins.n)plrrvccs h.l'c an
.r[)prolri.rl. ph,h.rtion pcrirxl l)uill ir]t() llrcn.

l'lte cntplovccr.rrc crllitl.(l lo rcli)sc lhr' n('\,!'

t,lli r ,)l crll,[,\ rrr(nt. In other iLr r rrrlrr tt, rrtr
(sttch .rs Ilong Kongi,.rn cnrpLrvcc rr'ho unrc.r
son.rhlv rclir:c. an olicr ol ncrr'cnrpLl.nrtnt on
rt,r lc.. l.rror.rlrlc tcrrn\ !, l,)t rtrlilla(l l,' r(((i\(
sc\'.r.rnac l)nvrrlcnl. l)ll(. l,t$ crrrttltirrs no srrch

frin.ipl.. /\n\ r:nl|loycc in (-hina sho is l,riti oll'
i. . rrt itlr'.1 t, ' ,,rrr Ir(,n tll \ ti\c (,1 t( )llll.lll(,n
.trt,.l scler.rttcc l\r\' cqurl t() r)nc nl()nlh r, s.rl.lr\
l.,r c.r(lr t(.lr (,1 *r'ri..' rr,rlrrr.rllr ulr li'.1 t.t\'-
lr)urr) ol lI nr)11lh\' (()rrrlcn5xti()n-

Sonrc eonrparrics in (lhirr.l thrt ollir trrnsti'r-
rirrg anrlloyre, rc\ .nlIl()vnrcn( ()n thc 5nnlr: i)r
cqrr,rlll t.rr,'r.rhle t(rrlt\ \vrlh tlrc.r.luirirr6.,'rrr
1,.tttt'rvill ask thc ctDpIrr'.'cs r\,ho.tc(c])l thr ollcr
,rl ncrr' crrrPl,,rrrrcrrt tr''i{rr,r lettc,t rr.ririrrg.rrtr

right to severance piryDrrnt. lt is r.rncl::rr, howcv
cr, t{hcthcr thc waivr,r letter is cnlifccrblc rrndcr
Pll(l larv. r\s a rcsrrlt, it is inrportant lirr tlrc
buyer to ugree with thr'stllcr lboul wlro viill hc
responsiblc firr thc se'r,crance'costs ol lrirnslcrrcd
irrtl lairl-off errrplrvces during an assel deal, .rntl
also to chcck rvhethcr n transli'rrcd cnrplorcc s

pcriod of s!'rvice \\'ilh thc original conrparrl u,ill
count lorldrd its fcriotl of scrvicc rvith thc
huver conrpaov.

O: ls the foreign investor free
to agree to a price for the
deal?
A: (;.'r1cr.lll\', \'L's. llul nc$' rr.rlcs rc(lr.rire thc
pu[cha:e pricc to Lrc lr.Nerl on .r virlu.rtion nr.rclc

lrr .r t lrirrr'r'v.rlrr.rtir'rr hrrtl r (l ,rn l l(rh.tlt(, .

.rllr rri,'roizctl r.rlrr.rti,,rr rrrctlr,'.1'. I lrc lrrr.t,
shoultl not bc significrnrlv irlrcr th,rr) thc \.rlu.r-
li()n. In the prst.l virlu.rti()n \\'ils ()nl! lcacs\.rrv
\\'hcn lll. tilrgcl \virs.rn S()|. \'rlu.rtion rcports
lirr S()L-s harc to hc 6lcd .rnd, in thr e.rsc rrl prr-
jccts irrxrlving'inrPr)rlirnt aa()n()nri. .l(tivili.s,'
SASA(l's ()t,nelship i\rlnrinistlrtion llule.rtr
nrust confirnt th(, rcfr)rt.

'l'he April J00-l rulcs also rcstli.l tlrc liccrLrnr
of th., buvcr rnrl thc scllcr on thc tintc ol pxy-
nrtDt. l)epending on horv thc tlcal is \tru.lLrrc(l,
th. pricc nrLrst norv qercr.llly bc p.rit1 in lirll
wilhilr thrcc, l() six nronths ol thc dcal's contplc
tiorl (()r ll months, with sllcciil .tpprovlrl).'lh!
tinrc linrits nray creirtr, pr'otrlenrs rvhcn thc paI
lies h.rvc agrcc(l to n posl cornflcti()n nudit rli.r
rvhich thc rentaining porlion ()t lh. Irrrchnsc
l)ri.e is dLre.

O: Hovv does a foreign
investor get control of the
target?
A: Thc rlost iuportlnt hctor ir rvhethcr rhc
lirrr'ign inveslol is ircquirinq nrorc th.tn 50 pcr-
.c t of thc o\\,nclship oi lhc tiirg,L,t. II s(), rhc rirr-
gct can be conycrtcd into ao cquitv ioinl rcnlurc
(l:l\'), and th. li)rcign invcslor'.irn.rppoint thc
nrniorilv ol thl] nrcml)cr:\ to irs highcsl l{()\'.rn,
inS bocir', the board of directors. Llnticr I'll( . las',
onlr'.t lerr' decisirrns [.qLli[c unirnirn()Ll\ l)r).tr(]
.rpprolal. ancl thus nr.riorin contnrl rrl thc lro.rrrl
can give tlre invcstor rtli'cti\c control (l\'cr lhc
trrgct. As th. nraioritr shartho rr', thc ti)rcigrl
irrrc\l,,r.ll\! h.rs.r l,cr.rr.rsirc.rruurl]crrt li'r
cosuring that its norDinccs lill thc irnl,ort.rnt
nl.rllJllclllarll P()st\.

Protrlcnrs.rrisc onlv il a lirrcign inrcst,rr t.rkcs
.r rrrin.rrilr st.rkc rn lh( t.lr{!l ,,1. \r\. -1J l(r(cnt
In such cases, lhr' invc'stor nt.tv consirltr.r corrp
crili\'!'()r a()nlri.tual ioint \'cDtura ((ll\') r.lthcr
than an F.l\l Conrfrrr.{ \\'ith rn EI\'',.r (ll\
oll(r\ r),,r( Ilcrihilitr .rrrrl. rr thcorr'. it i' I'r,r.i
l\l( j(,r.r rrrir,'ril\ invc\t,,r l,' h.rvc otirir'ritr'.,rrr
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trol oi tht' [ro.rrd. .\ n)orc c()nln]on stratcgv,
though, is lirr thc inrcstor k) use rrt I-.JV struc-
turc l)ut negotiatc s() that thc list ol-nrattcrs
reqlriring unnninrous boartl approt ll in lhc llV
(r)rllr.r(l is (rp,rndc(l to intlu.le ecrt.rirr irrrl'r,r-
tant lrusincss decisiorls. Thc investor nrav nls()

tr,v t() negoli.rtc with thc othcr iDvcsk)rs 50 that
inrportirnt nlinagcnl(rt P()sls ilre rotated, or
nrirnilgcrs rccruit('d iionr lhc open nrirrkcl, !r'ith
unaninrous boirrd rpprovll.

lirr sonrc lirreign inveslors, majoritv control
ovcr lhe bo.rrd of an [jlE is rrot enough- I h.]'
dislikr thc fict that tlre'minority shareholtlcrs
cirn slill usc their nplx)intcd dircck)rs to vcto
decisirrns thirt requirc unaninrous board
approval, inclucling rncrgcr or division, dissolu-
tion, ()r lnrcndmcnt of thc c<rnstit trt ional docrr
nrcnls. lht'rc arc scvcral soluli(nrs l() this
dilcDlnll. () e option is k) structurc thc dcal so

lhnt thc targct is 6rsl convcrtt'd into a rr,hrrllv
owncrl sutrsidilry ol ln oll.shore vehicle aud lirr
thc lirrr.ign invcstl)r nnd Dri0ority (:hirresc

irlv!,str)r lo buy sh:trcs in thc olf.slrorc vehiclc.
r\n(,lhrr,'f tior lirr .r lirrciErr in\'( \lor .r((lurr -

ing morc than two'thirds orvnL'rship is to (on'
vrrt thc FIli into a frrrcign invcstcd (lLS xt thc
samc tinrc:rs the aci.luisition. A (il.S has a difti'r
cnl LorP.,r.rlc !,.r\'anr,ln(c \lru(lrrr(. liy ita(llrir-
ing nrorc th.rt two-thircls of the slrarc c.rpital,
thr li)rcign inveskrr can acquirc cflc.tivc.ontrol
of thc (lLS s highesl governing borly, the share

holder's gt'ncr;l nrccting, ancl can ptss rcsolu-
tions c!!'t] ()n inlp()rlJnl dc(isions such ns

nrcrger, division, dissolution, or nn)cndnlcnt of
thc t.rrgct's ao stitutional c!rcumcnts r,r'ith on11,

n 67 percenl nroi()rily (unless thcrc is spcciitl
nrinoritl' sharcholdcr lrolcction stipuldtcd in
th!- .()ostitulional c[rcunrcnts). l hc clrawtr.rck ol
.l (.1 5 is thJl the rrrrrvr:rrirrr prrrtcrs rcqrrires
ccntral i\l()lr( lOl\1 rpprovnl nnd lhu\ tirkcs
longcr lo c()nrplete.

The antitrust laws are frustratingly

vague and broad in their ambit.

No guidance has been provided as

yet on how to apply them.
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O: What about China's nevv
antitrust lavvs?
A: l'robal,ll' the nr,xl conti)\'!'rsinl nspe.l ol'
Chinl's nerv l\1&A lcgal rcginrc has becn lhc ttcw
xntilrurt aulc\, \t'hiah requirc posili!c clcar:rnce

li(nn l\lOl ( I )l\,1 lln(l lhc StatL' Adltrirristrirtion of
lu,lrrstr r .rrrJ t i,rttntcr.e li'r tlc:rl' llr.rt r.rirc
antitnr.t correcrns in (lhina. I'hcse rulcs arc
aLc.rrlv l rnlior hearl.rche lirr lirreign invcstors.
'lhct'.rpplv to both onshorc rnd otlshorc dc.tls-
rvith slightlv differcnt triggering thrcsholds (scc
'lablc l) ancl in thcort, itppcxr to bc trilgcrccl
cvrn l)\'relrtivclt snrall transactions irt rvhich thc
s(ll(r,,r thc l)rryer h.rs 'iBrrrlic.rnt 

olrerati,rn. itt
(-hin.r or suhst.rnti.rl husincss turn(|\'.r in ( lhini.
For cxamplc, rlcarancc is irpplrently neetlctl lirr
any trirnsaclion in whi.h onc pnrty to thc (leill

has hrrsincss lurnovcr in (-hin.r wrrth nrore than
Y 1.5 billion ($l8l nrillion)or in which one party

to ao ollihorc clcal has asscts in (lhinr wortlt
nrore than Y-1 trillion (5-361 millionl.

-l-hc nntilrusl lnw\ nrc lrustralin!,1)'vaguc an<J

broatl in thcir arnbit. No guidancc has bcco pro-
vidcd.rs |tt on horv to aPPlv thcnr.
lnrplcnrcnting rcgrrhtions appart'rttly' lrc being
drrrlictl but infrrrmal inquirics sullgc\t thcv w ill
not bc rvailablc until the cr)(l of the vcar.

With()ut irnl'rlcnl!'ntinB nrlcs, irrvcstors hirvc n()

grridclincs rrrr how t() ir)tcrprct thc thrcshrrltls,
whll do.unrcots should bc subruittctl, thc tinre
linlits within which thr: ruthoritics shoulcl
rcspontl, or lhc conr('qucn(cs oI n(rnconrPlitncc.
As thcsc Lrnaertninlics renlnirl,,rJnv invcst()rs
will likclv tr,v to arrritl makiog a lirrrn.rl .rpplica
tion fi)r antitnrst.lcirr:tnc(' [),v intrrprcting lhc
rulcs ls robuslly as possiblc'so as lo firll outsid!'
their tlrrm.rin. 7,

: Global experlise in layout design

El\,,11 problem solvln0.

lroubleshooling, modilic?lion

engineering and in s lu leslin0.

17
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Foreign Minority Equity
lnvestments in Ghinese

Gommercial Banks

Nicholas C. Howson and Lester Ross

investors-are taking an increasingly serious look at the
acquisition of minority equity stakes in small and medium-
sized commercial banking institutions in China. The serious
dispute developing as this article goes to press bet\ /een
Newbridge Capital, lnc. (Newbridge) and certain government
shareholders of Shenzhen Development Bank (SDB)

regarding Newbridge's proposed acquisition of such
government shareholders' shares in SDB urill only intensify
interest in these deals.

These transactions began in 1996 and accelerated in 2OO1

(see p.2O). N/arket rumors and sometimes opaque announce-
ments continue to circulate regarding other potential minority
equity investments by foreign institutions in the likes of the
Bank of Communications, Huaxia Bank. China l\,4erchants

Nicholas C. Howson and Lester Ross,

are 0l Counsel and Counsel, respectively, at Paul, Weiss, Srfkind, Wharton & Garrison LLP

in New York and Beiiing.
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everal formal announcements and rumors over the
last year indicate that foreign investors-both
industry players and financial and private equity
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Newbridge notwithstand ing,
passive stakes can be a growth activity

Ilank,.rnd (lhirra l\linslrcng t3ank-io flct, llnrost
any contnrercial bank othcr thitn thc [riB lirur
wholl! \lirtc-()wllcd baltks: Aglicultural I]ank ol
(lhin.r, ll nk ol (lhina, (lhina (lorrslruclion lhnk,
and Inriustrial lrrd (hrrnnrcrcial ll.rnk ol-(lhina.
li)reign invcstors that hirvr alrcadl- participirted
inclurlc rrrultil.rtcr.rl institutions likr thc Asian
I)evcl(4)nlcnt lJxnk (Al)lt) and lhc Intcrnutionrl
Irirrrncc (brp. (ll;C), llnrncial institutions likc
(iitigrrrrrl, lnc. rnd Thc llSll(- (iroup, .rnd LrS pri-
vate equity institutions sr.rch as Ncwbritlgc,
rlthouglr it is nolv cxlrenrelv Lrnlikcly that
Norbridge's clcal rvill go lhrorrgh. llunrorcd no'
cntrants includc Llnit.d O\.rscas ll.tnk of
Singaporc, l{ong Kong-b.rsed lhrrk of llast Asia,

.lnd Prililc equil! porvcrhorrsc'l lrc (iarlvlc ( iroup.

'lhrotrgh Sharcs in lnsullncc (irnrpanit's and
1001 Nolice (i)n.erning StandarrJizltiorr of
t'crtairr llcrr:. in llrc Ah\(,rl)riuo ,rl I ,rrciErr

lnvestnrctrt through Sh.rrc l'urch;rscs in (]hincse-

lnveslcd lnsurnncc (irnrprnics.
'l hus, each crluity inv.slnlcnt in r (lhinesr'

comnrcrcial blrrk h.rs lrccn undertnkcn prrr\uilnt
to casc hv casc approvrls rrl thc Sl.ttc Council
il.ting orr the irdvicc ol ( lhinir's central lrank arrd

commrrcill b;rnkiog rcguhbr, I)B()(1.'l-hc lirr-
nrulation and "inrnrinenl rcleisc ()l n regulation
crpliLitlv.tlk'uing lirrr'ign ct;uitv p.r rl ir ip:rtiorr
in Chincsc conrnrcrciirl [r.rrrking institutions h.rs

l)cl'n i slirple ol lhc runror nrill in llcijing and
Shangh.ri tirr nrote than x ,vcar With the cslalr
lishnlcnt ol thc (.hina llanking Regr.rlatorl
(irnrnrission ((lllR(ll, to rvhich thc l')llO()has
ccclecl rrrpcrvisory rcsponsibility ovcr' comnter-
.ill l)ank\, thc prospects li)r ti)rnral rcgulntir)ns
governint thesc lrlnsaalions hrvc inlpro\'cd.

Whit seenrs ccrtiin is that Clll{(lalone will
i\ruc rcsul.rliorr\ 8r)\','rnirtg th.''e tr.ln\J(ti(lll\
ind thxt the su(.cssor lo lh. I'li(: trlinistrv ol'
lrrrcigtt lr.tde unri I-.(orrorrti. ( i\rIcri!ti,rl
(NI()F'l l(l)-the iUinislrv of (irnrnrcrcc
( iUOf( l( )Nl )-\'ill not c\crcis. its ituth()ritr
undcr the 1995 Scverdl lssucs (i)n(crniDg lhc
l.\t.lt)li\hrir(nt,'l l ('rcig,rr lrrrcstr.l ( i,rtllt.rti(\
I imitcd b,v Shxrc5 (FI(.1.S pro\,isi()lls) or pln)' ils
traclitional role as the gatckccper lirr rll lirlcigo
iI\(\rr C r. ( llll( ,lik. l'llttt , rrill linrir.rggrc

S.rlc l,rrcil.lrl ,rrtncr'hi1, 1., ll.9 Pcr((nl in.r)v
one entity. PII()(i, so firr, hrrs also tilcitly sct l5
pcr.cnt linrit on or,'nership firr an,v singlc lirr-
cign invcstor (although thc Nervbridgc'/St)l| deal

rvas arrnounccd in ()ck)hcr 1002 rt nrore thnn
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The regulatory environment
No l'lt(i lcgislrtion spccilicall,v.rLrthor iu cr anr

()f thcse trirnsn(tions. Scvcral I)lt(l laws inrl r'cg

lrl,!tir'tl\ (\i\l L(rn(crninE li,rcrErr invc.lrtrertl rn
(.hincsc conrnrcrcial b.rnks, antl rulcs govcrn
lirrcign purchitscs ol c(luil), in (lhincse cornp.r-
oies in privatc tr.rnsnctions (s.. f.l I ). llul no
larr or rcgtrlation vtt pror iclcs .r spccilic lcg.rl

l\.r\is l.r l,,r('i$n,,r fr)r(iEn inv(\l(J (nlili.jr 1,,

pur.hxs. sk)ck ir (lhincsc conrnrrrcial hirnks
orgirnizcd as eorrrpanies lirnitr,cl hr shnrr5 ((ll-Ss)

in privJlc trnnsraliorts, irrrrl such invcstrrrcrlts
*,cre prohibitutl h! .r 199.1 People'r llnnk ol
(ihinr (l'llo(l) nolicc. (l(nrirast this $'ith lorcign
invcstrr)ents in (lhiocsc irtsLrrlnce (ll.Ss, which
.rre undcrtakcn in lccord.rncc rvith thc (lhinr
lnsur.rntc llcgulirtorr (irnrorission's ( (.lll(l )

l(XX) l'rovisiorr.rl lle8ulirtions ol] lnvcstn)cnt



I8 pcrcent).-llris is highcr thrrr llre l0 pcr.cnl

llcrnrill(d li'r irr.lir rclu.rl ti,rcign cquit)' rn\ L'st-

mcnts in (-hirlcsc insurJnac (-l-Ss.

(llll{C will likely takc the sanrc linc.rs (illt(l
b,v dccrningl tlrat for!'ign total ioyrstnrcnt of /t5J

llrrl, l-5 per.ent in l (.1.S rvill l)rinB, the trans.r.-
ti(,ns outside thc prurvicw of thc 1995 lrl(ll,S
provisions (anrl l\t()li(l()iU npproval) irnd thus
rvill Jcpri\'t thc frrrcigrr In\'(\t,'r rtr th( iI]\'(\tcc
cntity of prefi'rcntial trcirtnrent bcsk)wcd on trn
ditional forcign'invcrled enterprises ( l;lI:s). Bl
the slnrr: tokcn, horvtvcr, lirrcign invcsrors rvill
not likely bc sul)jecl to the rcgulnted linancinl
iDstituli()n, two-year reprcsentitivc olllac, and
mininrum ncl assets rcquirenrcnts ftrr IIL banks
or branches rrl ir fbrcigrr comnrerci:rl birnk.

llvcn rvithoul e\plicil reSulirlions, a pattr'rn
in thc approvals renrlcred b1'thc highest lcvels ol
China's govcrnnrcnt scenls to l)c cmcrging. First,
China is nroving away Ir(nr npproval ol irvest'
nrcnts br' "safiJ' multilateral institutions, such .rs

AI)ll and Il-(1, and qualilied "rcd chips" (off
shorc cstnblishmenls ()l l)R(l instilutions) nnd
t,rr!.lr(l rnJt()r lrivxt( li'rcrgrt lur)kinE ir)rtilu-
tions lnd, with less cL'rtainty, rivrn purc linrnciill
or private cquity invcsl()rs srrah as Ncwbridgc- ln
1:1.1, lhe Chincsc govcrnnrenl nrn) be n)()re \vill
ing to cedc nliooritr'pnrlicipnti()n lo su.h no '
slrnlrSic invcslors, wltich, ullikc lalgc lirrancial
servict's groups, nral hc less likclv, in the \ ien ol'
PR(l .trrthoritics. to tionrinirtc snrill.'r (ihines.

fir'titncial iustitutions or integrate them into a

gkrbal busincss.
Sccond, PB(X) approvals to date indicate that

thL, "rninority" cquity intcrest ilrxde irvailnble to
anv sin6llc foreign shareholder may be as high as

l5 per.ent, up lrom -3 k) lJ per(cnt in thc c'arlicst
approvals.

'l hird, Chinir is bcg,inning to accept lirreign
direci inveslnrcnt in srrrirll Chincse banking
instilutions that havc alrc'ady listed on thc
donrestic A-sharc markct. Fourlh, as conhrmed
b)'thc 2002 Notice Rcgarding tht,'lransfcr to
Foreign lnvcstors of SIatc-owncd Sharcs rnd
[-e8ill Pcrs(r) Shares of Listed (i)n]panics and
thc (iitigroup trnnsacti()n strlrcturc, (lhinesc
stale institutions are b.ing pernrilted to sell their
existirlS irrtclcsts in such banks, not merclv suf-
fer tlilution as ncw invcstors entcr the frar l-ifth,
and pcrhap5 111vs1 .;*nilicant, l'l((l central bank-
ing rc,gulakrrs sccm to lrc considcring allorving
certain foreign invest()rs to exeraisr rexl nranage-
ment contn)l. lhe Newbridge/SI)B deal origi-
nally offcred full managcnrent control {by
contrr.l-now apparcntly terminitled) .lnd
board represeltation firr Newbridgc.

\Nhy not expand by
branching or through FlEs?

{ ,r\( tt ( lrrtt.r,\\','rl(l 'lt.lJ((lr!.lni/.lll,'r)
(\\' I( ) ) irntr) .rnrl ncrv .rlrangcnrcrrts rr'itlr

Foreign Minority lnvestments in PRC Banks to Date
operation focusinO on the development of a

crodit c8rd business with, Shanghai Pudorg
Dovelopmont Bank, through its bankinq sub-
sidiary, with options to increase its stake to
as much as 24.9 pBrcsnt. The shares were
purchEsed from two state institutions, and

the stake was diluied to 4.62 percent when

Shanghai Pudong D€velopment Bank issued

300 million new shares days later.

a PBC shareholder China 0rient Group

announced on i,ilay 14,2003 that it had

agreed to s€ll almost 4l million shares in A-
share listed Chim ilinsheng B.nl-reputed-
ly China! only commercial bonk without state
investment-to IFC for $23.5 million, givino

IFC a 1.22 percent equity interest in the bank.

Subiect to governmont approvals, the price of
Y4.70 ($.0571 per share is at a discount to the
sEme day A-share trading price of Y11.30

($1.37) p€r share. Lster it was reponed thar
Hong Kong's Hang S€ng Bank will purchas€ 8

percent ol China Minsheng Bank tor Yl.4 bil-
lion ($169.4 million).
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a Chin! Evorbright 8!nk has foreign invest-

ment from the Asian 0evelopmenl Eank (3.03

percent, 1996) and PRC-invost€d but Hong
(ong-domiciled Chins Everbright Holdinq Co.

Ltd. lHong Kongl(20.07 percent, l9g7l.
tt Bank ol Shanghai has foreign investment
from the lnternational Finance Corp. {lFC)
(totalT percent, 1999 and 2@l), HSBC (8 per-

cent,2001), and Shanghai Commercial Bank
(Hong Kong) (3 percent,200ll.

a Nsniing City Comnorcill Ernl has for.
ei0n investment from IFC (15 psrcent, 2001l.

a IFC and Canadas Scotiabank in

Soptembor 2002 signod a memorandum ol
understanding uflder which IFC and

Scotiabank would acquire 12.5 percent and

12.4 percent, respectively, ol Xi'an Cily
Commercial Ernk (XCCB), for a total of 24.9

percent ot XCCB.

O Shenzh€n Exchange A-shor€-listed

Shonzhon Dovclopmont Bank (S081

announced in 0ctober 2002 that Newbridg€

Capital lnc. (Nswbridg6lhad negotiatsd a

stake of 18.02 percent in S0B vaa an invsst-
ment of new capital and the acquisition ol
existing holdings from PRC state sharehold-
ers. Newbridge would assume managgmont

control of SDB through both the establish-
menl of an eight-porson "acquisition transi-

tion manBgement committee," which
presumsbly was to evolve into some lind of
permanont. Newbridge-appointed executive

team, and st the board level.

After months of conflicting rumors, on May
12, 20m, S0B announced that it would not go

fonaard with closing the deal ond that it was

disbanding the transition management com-

mittee. Newbridge rssponded on the same

day with a strongly worded pr8ss relsase in

which it statsd: -The announcement made

today by the ShenrhBn Development Bank has

no etfect on our binding agreement r,ti ith the
Shenzhen government shareholders signed in

June of 2mL We expectthat tho Shenzhen
government... to [sic] respect its international

commitnents and honor its obligations under
this binding international contract with us."
Judging from the Nswbridge press release,

pricing of the equity to be sold by Shenzhen

stste shareholders (liksly tied to reserves and

valuatioo of SDB) is at issue.

a Citigroup lnc. announced on January 2,

2003 that it would purchase a 5 percent stake
in, and entor into a broader strategic co-
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rcspe.t lo the linrncial scclor gencralll', it may
s('em strilngc that firreign birnking institutions
are exprcssing such intcrc-st in (ihinir's banking
scck)r via nrinoritv crluity investments in eslab

lished (lhincse banks. As of April 30, 200-3, for-
eign brnks had cstablishecl l4ll branclrcs and 9
sub brlnehcs in (llrinl, as rvcll as JI0 rt'prescn-
t.ltive otlic(,s, and l6 fi)reign-investe(i banks antl
tinancc conpanics had bcen cstablishcd with 7

branchcs. f.ven prior to China's \VTO cntr,v, lirr-
cign [Tanks hacl establishetl strongi berchheads in
the Plt(,-with 2:l represcntntive olliccs offor
cign conrmcrcial banks, l5ti tirrcign [r:rnk
branchcs (rnd 6 sub'branchcs), ancl l3 tbreign
inve.tc,.l lr.rnks,rrrd ilnrrrrc irrmprnics.

Though WTO cntry pronriscd improvements
in the rcgulatorv lanclscape lirr tirreign hanks in
(lhina, suhsequcnt l'llOC rcgulation has bur-
Jenc.1 ti,rcign hurrks rvith sigrrilicrnl (r)rr\lr.rirls
on thtir activitics in (lhina. l hLrs, though geo-
graphical rcstrictiorrs on rcnnrinbi (Rllllt) husi-
ncss by lirreign bank branchcs nre ttl [)c'rr'nroved
conrplctcly by l)c'ccrlber I l, J006, lirrcign banks
will still flce burdcns in estltrlishing [rranches in
()hina, including oncrous reprcscntalivc oflice
sclsoning rcquirenrer'tts; branch-level c:rpital
reservc, liquiditr,, antl deposit rcr.1uirenrcnts; tirr
cign cxihangc,.icp,r.il/firrciBn c\ihJnS(.rs\cl rrlr(!
lrnrilrtr,,nsl antl lcngthy brLrnih .rpplic.rti,rn pr,r
cedurcs. As a rcsult, rnanv lbrcign comnrercial
banks rc.rlizc that it rvill take a signilicani nmounl
ol tinrc and expcose lo estitl)lish real in-aountry
branrh n,:lw,rrkr.rrr.l/,rr,,ht.rirr the.rtrilitv to
urrdert.rkc ll\lR htrsrne\\. Ilel.ru\c r)l' thcse rc:'tr i(-
tions,.rncl the prohlerrr..rssrrri.rtcd !vith l,ur\uirrS
cssentially grecnlielcl joint vcnture lu)iccts, nrnny
tirrt'ign lranks kccn to enter thc I'R(] nr.rrket, antl
p.rrticipntc iD lhc.rention nnd c\pansior) ol a truc
nctwork irnd thc llMI) mirrkct, havc tunrt'tl part
rrr all,,l tlrrir.rttcrrti,)n t(, ruirxrritv inrrstnrt'nti il
(ihinesc lunks orglnired as (.l.Ss.

Thr .r.h unt.r6. ' .r.','. irrt(J with rrrrrrrrritv
equity inlcstn'rcnt ls corrrparccl rvith thc branch
ing or l:lli routcs arc clear givcn thc abovc

restrictions: a lirreign bank investor making a

mirn)rily invcslor('nt in an cxistinB (:hincsc

comnrercial bank will be able to rcach a broader
rantle of retail custonrers more quickly, arrd its
investee bank will not be subiect to thc same

restrictions or requirements. ln addition,
approvals tbr branches of the in\'!'slce bank will
be far easier, and the invcslnrent will be more
liquid (via either the private sale of its stock
interr'st or participation in some kind of caPital
markct transaction). There will also be opportu-
nitics to co-brand or jointly market producls,
such as credit carcls. Conversely, thc f4.9 percent

ceiling limits foreign investors'interest for the
f.rrescclble futurc, with Jllcndanl crrn,'lraints on

control-abscnt cxtensivc minority rights or the
prop<rsed Newbridge/Sl)B-rvpe srructure,

State-o\ /ned shares and legal
person shares

'l'lrc .rrrr,'urri.d NcwhrrJB,iiSI )ll lrJn:\J(tiorr
,'ri!.illJllr Jttr.l(t(d .l Br.,rl (lL.ll ,)l-.rll(nlit'rr nt't
onlv lrcr,rusc .r k)r.lBn rn\'(\t('r rr rth .r minr,ritr
cqr.rity position was 1o l)c grantcd rlillragcmcnt
control, but also trccausc Shcnzhcn nrunicipal
govcrnnlr-nt-rclitrd sharcholders rtcrr' to trans-
fer thcir equitl in the targct bank. lirprrrlcdll',
16.46 lcrccDt ol the rumored 18.{)2 percent to
Lre lrurclrasetl b,v Newbrirlgc rvas conrposed of
stltc-owncd shilr(s or lcgrl person slrares helci

b,v Shcnzhen lnvestmenl Managenrcnl (l().,

Shcnzhcn Intcrnirtional Irtrst & Invc\tnrent (i).
Shcnzhcn Social S.curiIr Adnrini\trdtion
Burcau, irnd Shcnzhen (lily Construction
I)evclopnrcnt t iroup (ir. l:ronr r lcg,.rl starrcl

poinl. lhc 2001 l.cgal Pcrson Sharts Iianslir
Notiec provitlccl a theorctical basis (lnd
approv.rl track) tirr such purchascs-which had

brcn bannerl sincc 1995, nt lcust $ith rcspcct to
tha purchnsc ol state shares antl lcg,al person
sharcs in Chincsc Cl-Ss with listcrl sharcs.

l{(rt l,)rl.i$rr l,rrr.hrrrcr'. r'hclhcr liueig.n
blnks or priv.rtc cquitl'Broups, nrtrst also clrc-

Selected Belevant
Regulations

-Nicholas 
C. Howson

and LesEt noss

Rulor govorning loroign
purcha3oa ot oquity in
Chinaso companies in
private t16naactiona

O l9ll5 Several lssues

Concerninq th€ Establishment

of Foreign-invested Companies

Limited by Shares

a 2003lnterim Provisions on

Mergers and Acquisitions ol
Domestic Entgrprises by

For€ign lnvestors

Table 1

hom

Pros and Cons of Entry Routes

Foroign Eranch and [oraign-lnvoslod Eank f oreign Minority lnveslmenl

Control Absoluts control ovsr brsnch or WFoE. potsntial maiority only minority shargholdsr rights
controlover EJV

Price ol lnvestment Capital contribution usually at par value Negotiable

tnitiu
or addhionaltundinol comoanv limhed bv sharos

Availability for Prospoctive Entrios onorous soasoning requirements Very loM/ requirements

Gaog.aphic Roll out Rostrictions until oecemb€r 2006; sspsrat8 workinq capital No rcstrictions; 6asy implemontation
roquiroments lor €ach branch poso barriors to bronch establishment

Speed ot Execution Up to 14 months for new branch or FIE C6so by csse

NoTEswFoE.whollyfor",gn.o*n"d"nt",pn,".E
S0URCE: Nicholas C. Howson and Lest€r Ross
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Forcign invastmont in
Chinese commorcial
banks

a 1995 Commercial Bank Law

a 2001 Requlations on the
Administration of Foreign-

invostod Financial lnstitutions
(superseding I994 regulations

ofthe same namel

O 2002 lmplem€nting Hules for
the Administration of torsign-
invssted Finaocial lnstitutions



lirlly consitier the dilliculty ol such tr.rnsrctions,
givcn tltc high approvrl thrcshold, irnrl scnsitivi-
tic\ concarning vnlunti()n, rvhan statc sharchold-
.rs aciinE on bchalfof"thc *lrtrlc
l'rcople"-nre penl]itlcd to scll lhcir inlcrcsts.
Ocrtainll, ncw inveslnrcnt io r (lhincsc bank
r \ ith .r 'nr.rll rliluti,'n suffcrcrl h\ e\i\lin$ \l.rtc
slrirrehoklcrs) will lrc casicr to.lli'ct nnd grt
irpPiovcd rnd rvill pror idc' ncw and nruch-neer.l-
eJ i.rpit.rl lirr thc t.rrgct instittrti,,n. '\s.r r.rse irr

point, thc rvlrring Prcss rclc.tscs thlt hcralcled
thc denrisc of the Ncwtrridgc/Sl) l3 <ieal in<licatc
that disngrccnrenl ovcr pricing bclrvccn
Nt.tvbriclgc and thc Sh('nzht'n :,tnt(' sh.lrch()ldcr:,
listcci al>ovc nray lrc thc prirrcipal rcasrrn tirr thc
rlcal's aPparcnt colllPsc'.

Valuation and pricing

'lhc v.rluation ol .r snull or nrcdiurrr-sizcti
(.hutcsc I,.rnl..rntl l,ri(intt,'l.r nrirr,rritl cquilr
inveslnrenl in srrch a bank, c.rn prcscrrl signifi-
cant cltallcngcs- l'olcrlti.rl Ii)rcigD Iurcllase15
nrusl uork to un(lrrstand, t() the grcirtcst c\lcnt
possiblc. thc trrrc situation rcgnrding solvenc\'
and asset tluality, organiz.rtion ol thc blok ancl

its actual netl'ork, nlann!,crncnt ilnd slrare'holtlcr
{or stirl.) intrresl in opcratioDs, (ll}ll(l's Iierr ol
the lrank in qurstion an,.l thc blnk's ability to
cxpantl r4rcrations nations ide, and lhe web ol
larvs, rc{ulations. .rnd pron()unaenrcllts thirt \f ill
tlircctly .r11cct lh. opcrltions of the targct lrank
or thc ProPoscd li:rcign purchaser's invcstr11cnl

Table 2: Comparison of Entry Routes
f oreign'lnvesled Interprises

Fin6nce
Compary
wf 0E

Finrnce
Comprny
tJv

Domeslic Banking
lnstitulions with
Foreign llrinorily

llem 8 ra nch

[imrtation oJ Foreiqn
Equrty lnteresl

NA N one None lndividual 15%
(exceptions may
exrsl);total24.9%

Marn Requrrsments
loa Foreign lnvestors

CapitalAdequacy NAMinimum 8%
capital
adeqLracy ratio

Financial
rnstilulron

Finaocial
rnstitutron

tinancial
instrtutron

Financial
instrtution

Assels 52 br on $10 brllion

2 years

$10 billion

No time
minimum

$10 billion

2yea6

Sl0 billion

2 years

NA

NASeasofli
0tfic e in

n9l
ch

Bepresentatrve 2 years
Lna

l\,4inimum Reqistered Capital y]00 million
lror loaeiqn exchange
transactions with forsion
customers)

Y300 fir of Y300 million Y200 million Y200 milllon Yl brllion lfor
commercialbanls)

Prudential Rsquirements 30% ol workin!
capitalin P80C-
designated interest.
bearing assets,
forei0n exchange
and BMB sssets
deposited separately
(from each other)j
minimum 8% ratio of
RMB working cap[al
plus RMB reserves
to RI\,,t8 risk assers

Minimum 8%
captaladequacy
ratio;ratio ol
balance of loans
to balanc e of
deposrts not to
exceed 75%; ratio
of balance of
liquid assets to
balanc e ol liquid
debls al least 25%

Minim!m 8% capital adequacy ratio

Unutilizsd credit line not to exceed 25% of capital unless approved by PB0C

Batio of balance ol liquid assets to balance of liquid debts at loast 25%

Fixed assels not to exceed 40% of equity

Iotal absorbed loreign exch6nqo deposits not to sxceed 70% of total assets

Ratio o, BMB capilal to RMB risk assets at Ioasr 8%

Customer B ase Ivlay provido servicos only to loroign individuals and ,oreign entorprises upon accession (since December 11, 2001)
May provide services to Chinese enterprises by December I l, 2003
May provrde servrces to all Chrnese clienls by 0ecember ll, 2006

Geographrc Scope Shanghai, Shenzhen,llanjin, and Dalian upon accession {since Decsmber ll,200l)
Guangzho!, zhuhoi, 0ingdao, Nanjing, and Wuhan {since 0ecsmber 11, 2002)
Ji'nao, Fuzhou, Che,tgdu, and Chonoqing bV D6cember 11,2003
Kunminq, Beijing, and Xiamen by December 11,2004
Shantou, Ningbo, Shenyang, and Xian by December 11, 2005
Allgeographic restrictions removed by December 11,2006

NA

July-Augusr 2OO3 fHE ClllNA BUSINESS BEvIEW

NA0ualiJications to Engage
in RI\rB Business

Threo years PRC business operating experi€nce

Two consecutive years ol profits

NoTEST WFoE=wholly torsign'owned €ntorprisei EJV=equity jornt venture; PB0C=People's Bank of China; NA=not applicable
SoUBCES Nrcholas C. Howson and Lester Ross

Bank WfoE Banl EJV

NA NA



irr,lrrrl prrticip:rtion in rrranagcnrcnt of, thc
institution. \/alr,ration is ma(lc cvcn fiore conr-
plcx brcausc of clifft'renccs thnt arise from the
s1'rccilic trarrsaction contctrplated (br.ryout of ir

frr)r)(,1t.r or Sovernmcnt sharchrrllcr, rrr invrst
n'rr t ()f n.'$' r'n()ne)' into a firtr.rrc [rusincss) and
rhc rrliliciirlly constrained nrarkct for such
trnnsnclions-\vhich causcs intcrested foreign
banks and private equit)'invcsk)rs k) chasc a

'm.rll nurrrhcr , 'f dcals. prrssilrlv .rt higher priccr
than nritlhl be justihccl.

'l'hcsc considcrations nrc of course mercly
ljn.ln.i.rl .llrd \lru(lurirl rll(i ignorc tlre intpor-
tant politic:ll concerns involved, lrrm the desirc
t() ror'nrd stxtc sharcholdcrs "cxiting" ir small
bank.rt i high value kr ollicial nt'rvousness
alrout ccdirrS ln,v kilrd ol-(ontrol (^'er the lar{ct
institution to loreign investors. And, in (lhina's

relrtivcly rrcrn (,rl)ilJl rrlrrk(1:'. irlvcllmL'nl pric-
ing nriry givc rise to another kind of turbu-
lencc lrorn (lhioesc publi. shareholders
conrparing putrlic issuc or nrarkct prices.
(iitigrr:up and Shanghai Pudong l)t'velopment
IJank (Sl'l)ll)rverc thc targ!'t o[some significnnt
grunrbling tiom sharcholders on thc Shanghai
Stock Iixchlnge ancl the dynanric Ohinese 6nan
.r.rl prcsr, wlrrr wcrc prcrt'lrtctl wrlh Jn is\ue
pricc ol Y8.45 ( $ 1.02 ) f'or A sh.rrcs of SPDII

Due Diligence
As in 8ny acquisilion, due diligence, or

the lull examination oltho target asset, is

critical in any proposed bank acquisition.
A minoritv or passive investmsnt by forsign
invosto.s in China s small€r banks and fin6n-

cial institutrons gives rise to special issues,

which include:

a olher shr.choldcir At present, most

sharBholders in China s banks ar€ state or
local government actors which, even aftsr
the acquisition, will likely maintain almost

absolute control over th€ baflk. lnvostors

must understand the actual intentions of
thsse shareholders, the ways in which they

might prioritize non-shsreholder vslue-related

intsrests, their experience acting alongside
lorergn investors and institrrtions, and their
rsal interest in sitting alongsido a toreign

banking institution or private equity investor

that is not a multilatoralinstitution.

a A!!et quality: t{orporlo.mirg lo!n3
(l{PI!) !nd ros!ryos Whh ths establishment

of linancial Esset managsment companies in

l9!,9, China acknowledged signilicant prob-

lems with respect to 6sset qu6lity in China s

maior commercial banks. Soms obsorvers
hoped that certain of thB smaller and so-
cslled "private" banks-all sstablished rola-

tivoly rocently, and many with public listings

and disclosurs obligations-had not been

imnrrtliarely afier Sl'[)l].rnd cert:rin SPDB
shurcholdcrs had agrced to issuc or sell shares in
n privirte transactioll to (liligroup at only Y3.32
($0.40) per share. Onc woulcl cxpcct Citigroup
k) u$c lhc same formula tirr calculating a dis-
countcd price, reportcdh 1..15 1inlts SPDII's nct
lsscl value during thc lrccc'ding year, if it cxcr-
aisas nn option to incrcirsc its equity investlrlenl
l() J nlrximum of 1.1.9 lrcrrcnt in coming vcir\.
Although the ltlck of liquirlity in the Citigroup
sharcholdings (as "unlistcd lirrcign capital
shares") and other nspccts rnighl justiry such a

discount, such awkward facts can bring unwnnt-
ed Jttention to the ncquircr and aifcct the orrr-
ket firr an issuer's skrck antl possiblv its ability to
raisc crpital from thc public.

Governance, rninority rights,
and investment in A-shares

ll sccrrrs olrrrrrrr. th.rl rrrin,!rity irrv(\trnarrl irr

rnv (.hin(\c (r'rp,rr.rt( \(hi.l( nl.l\ Fivc ri:,c l('
,.lilli.ultrcr I',r .r nrin,,rrtv in\(\lot, li,reiqr,'r
(lhinesc. Ihat is lrccausc (]hinas torporiltr la\'.
c|en li)r compani('s lh.rt Iist vrrrrc shares PUbliclv,
is.rrrncsh.tt.r(l!cr\( l,) lhc Prr'l((lir,r) !rr r\(.ril\c

Continued on page 3l

forced into making the same kinds of bad

loans, or at least not in the same high propor-

tion rs tho lErg6st state-ownsd banks- But as

shareholders ol manv smallsr banks ars often
local-leval state entities, and China's crsdit
analysis and liquidity systems have a short
history, this hopo has nol been borne out.

Psrhaps more disappointing is the lsct
that such banks have not always made com-

plelB disclosuros to the public, or to potential

investors. This is among the reasons men-

tioned lor the reported unraveling of the

Newbridgs/S0B transactiofl 
-Newbridge

negotiatod a deal based on about $20 billion

in S0B sss8ts, and sutfici€nt reserves to
cover potential NPLs of more than sl billion.

Subsoquent reports put SDB! NPts much

higher, 8t almost 50 percent of assets {$10 bil'
lion), with ros8rves covering only about one-

third of NPLs. Though it is not cenain, it

appears liksly that the price to the S0B sell-

ing sharsholders was in some way tied to tho

discovered assst quality of tho bank, perhaps

bv a formula based upon necessarv NPL

res€rves. Any pricing readjustmenl may have

caused exiting state shareholders to balk at

the significant resulting discount. Thus,

potential acquirers ol such minority intsrests

are well advised to make a serious and intru-

sive gvaluation of a potentialtarget's true

asset quality End solvency. jf only to €stsblish
lair pricing.

O orglnizltionrl lnd rublidirry urlngr-
memr Ths largest state-owned banks havs

grown based on E brEnch network essentially
donated to them upon the brsakup oI the

People! Bank ot Chinat former commsrcial

branch network and via the sstablishmsnt of

legsl psrson subsidiaries and divisions. The

picture at cenain smaller Chinese banks,

especially whsn thev have souoht to sxpand

outsid€ ot thoir home iurisdiction, is less

clear. Ths unifi€d lsgal-person status of com-

mercial banks wss not fixed in lsw until 1995

and is still imperlectly implemented. ln some

cases, bank branches are themselv6s joint

ventures with, or at least in coopgrotion with.
other local octors. For instancs, a Shenzhen

bank might h.vo Beiiing branches thEt are

established, or invested in, by local Beijing

institutions. An adequate due diligenco invos-

tigation rsquirss that any acquirBr ol I minor-

ity intsresl in a b0nk operation undorstand

these anomSlous relationships. any proposal

that they continue. or any suggestion that

these othBr participanls be brought to the
parent lsvelwrlh resulting dilulion to oxisling
(and nswl shareholders.

Nicholas C. Howson and Lestet Ross
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Venture Capital
Expand A

Options
Bit

Michael E. Burke

1f, s year t\ /o of China's World Trade Organization
,f (WTo) membership rotls on, China continues to

Fl open its f inancial services sector to foreign
investors. On January 30,2OO3 the IVlinistry of Foreign Trade

and Economic Cooperation ([\TIOFTEC-no\ / the [Vinistry of
Commerce VlOFCOfvl, see p.261), Ivlinistry of Science and
Technology (lVlOST), State Administration of lndustry and
Commerce (SAIC), State Administration of Taxation (SAT),

and State Administration of Foreign Exchange (SAFE) jointly
issued the Regulation on the Administration of Foreign-
lnvested Venture Capital Enterprises (the regulation).

The regulation encourages investment in China's high-
technology sector and aims to further develop China's ven-
ture capital (VC) investment regime. The regulation covers
the creation, operation, and dissolution of foreign-invested

MichrclE. Burke
is an attorney in private practica in Washington, DC. He is a vice chair of the AmBrican Bar Association's
China Law Committee and is a follow at the Asian lnstituts of lnternational Financial Law at the Hong
Kong University School oI Law.
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China's
provide

new venture capital regulations
limited improvements for investors

vcnturc .npital ( ntcrPrises (FIVCIIs), dctlncd irs

li,rcigl ilr\c\l((l (,nl(rpri\(\ r l-lI\r (,lF.lBin$ irr
v.ni!rrc.irpital nctivilics. Arti.l(' -1 ol lhr rcgula-
li()n (1.'lincs \/(-.rclivitics as invcsting iIt thc cqui

t,v ol D()nlistc(l high-1,:rh companies, Ir'rrvicling
V(l nrJnngcnrcot scrviccs, and carning, clpit.rl
girin:, r)\,er time. A lrlV(lli nlust hnvc "vcttturc

crpit.rl" in its nanrt. lh('regulntion, rvlri.h t(x)k

cllcct Nlarch l.:(x).], reph(cs thc incllecli\'.l00l
l'rolisional Rcgul.rtion,rn the Establishnrent of
li,rcilln-lnvcslc(l \t'nlrrrr ( ^rpilnl I nvcstltrcnl
[]ntcrPrist's (provisionll rcgulations). Nl.uty

aslrccts of the provisirrnal rcguhtions, torxl lnd
bircl, r'r'lppear in tlrc rcgullttrn. An ovcrritling
eoncern, liom thc pcrspective of lirrcign \'( -

lilnrs, is that lil\i( -l-.: rcnl.lil suhiecl lo \otrlr'
clcgrrc rrf govt'rnntcnl inlcrxati()n .lnd (lirc(li()n.

Forrning a FIVCE
-lhc rcvisttl l:l\'(:li struature is I t'cleotnc

tlcvcIrpnrcnt ti)r li]rci!,n vcnturc cnPilJlislr',
tlr,rrrgh tlrc r(g(rl.!t i,'rl rrllf ,)\c\ \olll( l-rll\l r.lt,n$
Iirlrit.lti(rrs. Invcslors havc sonrc tlcgrcc trf llcxi
bilitl,in choosing thc lrlV(lf.'s structurt,
irlthough a rvhollv lirrcign-orvocti cnlcrprisc will
likclr.bc the nlost |()pul.rr oi thc l:l\'( lli strLrc-

turing. o[)tion\. I l']c r('gul.rtior divi(l.:s Pr)ssihlc
slruaiurcs irrto nonlcgll pcrson ind a()rPornte
(itlljgories-cir.h rvith its owtr rcquircnrcnls and
procedures. For cxlnrplc, invtstots in ntrnlcgal
pcrson t'lV(ilis hlvc unlinriterl liabilit,v, while
corpor.rtc F-lV(iIs h.rvc cappcd lirbilit1.
\onlc!,.r1 lrerson l:l\'(.1:r ntlv clcct to lravc

inva\lors pry tnx scprralcly at thc inrcstor levcl
or to bc laxed nl lhc l:l\'(lL- le!el, \,!hilc crrrpo-
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ralc l-lV(lF:s rre sut)j(.| to PRC tax ()n invcst-

mcnl rcturns nnd liitins (though dividcnds
rcc!ivcd iire currcntlv tax cxenrpt, provirlcd that
both issuer and rc(ipicnl hnvc FIL- sl.ltus).

l:lV(:t:s must h.lvc hctrlccn tt\() nnd 50

invcstrrrs, including at lc.tst one "l,rincipal
irrvcstor."'fhe principrl invcstu serves ns thc

ljlV(;ll's nranager, nntl nrusl be an cxpcricnccd
vcnturc clpitirlist th.tt lr.ts rl'crseen 5l(x) nrilliorl
in inr.cslnrcnt (ol tvhilh.tl lc.lsi $50 rtlilli()n nrust

lreVtl liriu:crit Jtrrirtglltc thr.c re.rr. prior t,,

thc lrlV(iL-'s crc'ation. A (ihincse princip.rl
irlvcsk)r rnust hivc oversecn Yl00 lrlillion 1$l2.Otl

nrillion ), of rvhich lt lcirst hall was V(l-lircttscd
during thc three vc.trr prirrr to the l:lV(lFls lirr'-

malion. Principal invcslor\ nrust cnrPlo\'.tl ltlsl
threc prolessional nranagcnrcnt stalli'rs, tach with

nt lcist lhree years ol V(i c'rpcriencc.tnti clch
with,,rrt .r rli.cil'litrtrv rcl'r.l in tlrcir hrrrrrt itrris'
tliction. A principal invcst()r in a noolc8ill Pcrson
fl\'(:ll Drusl c()ntril)Lrt! r)torc thiro I p.r(cnt of
lhc cnlit\is x!€rcgrtc cltl.it.rll a princiPal invcstor

in a crrrporlte ljl\'(lli nrust contritrtrtc nrore thitn

-10 pcr!.nt of the ! tily'r' ,rLillre8lat.r c.tPilirl. li) s.tt-

isfy tlrcse rerluirenrcnts, a Potential prirtciPirl

inlcstor nrav ir&trcgirtc its cxpcricncc lncl clpital
rontril)uti()ns rvith those ol its ltlili.rtccl cntitics.

l:lch noDprirrcil,al l:l\'(lLl inr'estor nlu\l .(ln-
tril)ute nl leirst $l rDillion. /\ggr.Bile.dpilrlliln-
tion lioor all nonfrirrcipll invest{,rs lllusl c\cccd
$il0 nlillion in a nonlcgal pcrson I;lV()!- ilnd
$5 rnillion in a corporirtc []lVCLI.

l'rirrrip.rl irrr.l n,'rtPritrcipul ittvc'lot. itt.r
nonlcqal pcrson FI\'(ll: nrJl rnJkc.nIil.ll c{)tt

tributions in institllnrcnls cxtcndilrg up trr 6ve

\cnr\ riler lbrnl.ltir'rr. Ijristrng rtgtrl,rti,rrts



The Birth
of MoFcoM

Now defunct. the Ministry ol
Foreign Trade and Economic

Cooperation {M0FIEC} and the
Stste Economic and Trade

Commission wBro mBrged into
the new Ministry of Commerce

{M0FC0Ml in March. Althoush
the Rsgulation on the
Administration ol ForBign-

lnv€sted Venture Capital

Enterprises refers to
-M0ffEC," such references
have been roplacod with M0F
C0M throughout this article.

aflicting corporatc I-lV(lEs. such as rcgulations
on equity ioirlt vcnlurcs, speci4,caPit.rl contri
buti()n liming li)r thosc cntitics.

In addition to quantitntive requirenrcnts,
I:l\'(lLs themselvcs nrust satish .ertain quirlititti\..
rcquirenrcnts, su.h .ls hirving approprilte [orma,
tion docum.'nts nnd cntpkrying ntorc thln three

l,roli'ssional stall nrenrhcrs with cxpcricncc in VC
invc\ln)(nl lunl(\\ lhc ljlVCI cntru\ls il] r.rn-
ngcrrcnt to a venturr cirpititl invcstntcnl nrnnnge-
nrcnl entcrprisc l\'(;lNItrl; iecp.27).

l l\ LEs nlu\t h.l!'c n ntJn,rgcrncnt ((,n)ntitl((
l() rcpresent and pr()tcct invesk)rs'intcrcsls: a
joint mind8elrlcnt conrmittee for a nolllcgal
person ljlVCfl ancl a board of dircctors lirr a

irrrp,rr.rlr FlVt.L. I hi\ rrranagcnrent (,rnrnritt(c,
in turn, must cstahlish an oflicc to n)anilge the
ll\/Oll's daily opcrations. Operationrl manage
nrent ollice st:rfi nrust havc full civilian stltus.
no criminal recorrl,lod appropriatc V(i ex;reri-
cnce. Alternirtivclv. .r I l\ ( :l nr.rv (l('l(g.ll(, it\
,rptratir:n rl rnJnrt(,rcnl res|onrihilitics to a

V( .l I\t F. ()r an()rhcr FIV( ll

Lovv liquidity and
restrictive timing

Forcign invcstors lirrnring FIV( lls will find
thlt tlre regulatirrn inrposcs scveral cuntbcrsome
rcquircmt'nts. lor cr.rntple, most lirrcign \'o
inv.stors nlaI'hnvc ir tliflicult tinrc rcdtrcing their
.ilpilnl contril)(rtion or changing investorent sta-
tLrs rluring the IlV(:ll'r, term. A nonlcgal person
lrl\'(.h's lbrnlition do.umcnts nr.tv spccilv capi-
txl c()ntribulion rctluctiolt procetlrrrcr lirr non
pr'in.rp.tl inrert,'rt, Irrrl .rrrv ru.h re.ltr.lr,'n
raquircs thc cons(nt ol'iovestors holding nrore
th.rt 50 pcr.rnt ol thc vrluc ofthc flV(ill's
a8,gr-cgate caPitll anrl thc consent rrf caclr Princi-
pitl investor. A principal investor in a lonlcgal
pcrson IlVCL. nrll nl)t rr:duce ils.npilil contri-
htrtrrrn tiurirrg tlrc l'l\'( f \ lernr (\(clt In u u\u
nl (irctrnlsl.lnces. Su(h rctluction dcpcntls on the
principil invcstor ol)tnini,ts thc c(,nscnt ol-thc
lrlV(lfl investors tlrrt hokl more than 5() pcrcent
ol thc valrrc ofthc IlV(lE's aggreg.rtc c.rpir.tli
trrttrli'rring it. rntcr.\l Lr.r qu.rliticll .l\\iSnL.r.
principal investrrrl roising the tl\'(ll:s lirrnra
ti(,n and operntionill docunrcntsl and obt.tining
i\l()|(lOM npprovrl.'l hc regulxtirrrr prrlribits
nny cnl''ital contribulion reduction thirt rvorrld
catrse thc FIVC!'s .rggrcflit(: capilll to fall bclow
Sl{) million. tixisting rcgulntion5 eovcr..rpital
.()nt ribution rcdu.tions lirr corporatc l:l\r(ifls.

N$v nonprincip.il invcskrrs in anv l:lV(lE
n]ltst sntisly corrditiorrs in tlre regulation and in
thc l;lV(lE's tirrnrrrtion documents, Dlost ()btain
lhc conscnt of thc prir).ipirl invcslor nnd MOlj-
( ( )Nl, .rrd nr(r\l h.ry( tlrc ll\ ( l:'s lrrrr,rtion
J,'.utn,jnts .rntcl.je.j.,\ rronpriniil.rl invcrt,rr irr
a nonlcgal pers()n trl\1(lE nrav assign its l;lV()E
inlcrrst without lirlkrrving the abovc- ntcn t iooed

stcps, rs long as thc issigncc satislics contlitions
in tlrc rr.'gulati,rrr nr)d thc Iil\'(:E \ li)nrrltir)n
docunrents.

An(,lh(r \h(,rtri)ming of lhe reg.rrl.rtir)l i\
lhrl the application tn<i registration pcri(xis fi)r
both FIVCE lirrnration and investnreots by a

FIV()f)are too long. Ifgovcrnment entilies lbidc
by thc lctter oI the rcgulirtiorl, it will t.rkc nrore
lhar 60 days to fornr a l-lVCE. I-oundcrs nrusl
srrbnrit an application lo thc provincinl,['\'cl
NIOI(IOM of'6cc (trasccl on lhe FIV(ill's pro
poscd loc.rtion).'lhc provincial-level ol1i.r must
cxinrinc the ilpplicntion nliterials nn(i rt'lx)rt to
.cntral-level MOIr(lOM within l5 dr,vs of
reccipt of the appliciilion nuterials. (lcntrnl-
lc\(l M()l-C()Nl rhcn has.t5 d,rys Ii,rrrr rr.rr.ifr
of nlatcrials from thc provincial-lcvel i\lOF-
(lON,l to revierv, ancl dpprove or rejr.t, thc
flVOIi's applicattrn. M()Sl must nlso cooscnt
bcforc lirrntal approval is grantcd.

Approved FIV(il.s will reccive rvrittcl rtoti6-
.ation of irppro\lrl nnd nn FIE Approval
(lcrli6cate that tlrcv rust subnrit, alotrg with
othcr itcms, to th. nppropriate SAI(l oltice li)r
rcgistrntion within onc nronth of re.ct'ipt. Upon
SAI( ) approval, nonlcgal person IrlV( ltls will
rcarive Business Licenscs, and corporntc I:lV(;Es
will rcc.'ivc Lcgal ll rsotr hnterpri.c' llrrsrrrcs.
l.iccnscs.
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Restrictions on investment
and operational scope

l'oreign inveslors will tiiscover adtiitional con-
.crttr s'hcn rearlirrg thc rcgulation \ rc\tri( t l{rt\
on Il\r(:!: investnrr'nt irntl opcrationll scr:pc.
O l:lV(.Fls rrr' rrt't p(firlllleJ ln ln\r\l l nl('rc
tlr.rrr "pl.rin vrnill.r'cr;uity, nor rtrJv tlt(.v irrvc\t
in r.rrvirrg cl.rsic. rrl Ir( li'rrljd \lo(k, (luir{i (qui-
ty such irs equity wirrrants (avail.lblc in llong
Kong) or varving cllsscs ol convcrtihlc dcbt.
O i:l\'(-[.s milv nol n]nkr: investrnents through
lolns or irny tundr othcr than thc FIV(lh's orvn
firrrds, or provit'lc crrclit or guarantecs (cxcltrd

inF irrvtrlrrrerrl irr h,rrrrls is:uul hv.rrr irrresrcc
aol]rprny ()r convcrlitrlc boncls with il ltrn] of at
lcasl onc vear). l:urth.r, I:l\'(lEs may not lcnd an

unrc\tri(ted amounl to thcir investcc contpn,
rrics, o'en thouglr strclr lcnding coulcl rcsult in
(loscr llignnrent oi goals lrctwecn th. flV(]ll
nnd its investee.ompnny.
O A\ \lrl((i rhrrvc, .r lil\'(.E mrrv trrrh inrcsl its
owD [unds in unlistcd cguitics, pr()\'i(ic \'(i
in\'crtn)rnt consulting, pro\ ide rran.lqcnlcnt
(onsrrltinll to inrcslcc cnt(.rlri\cs.,'r (lg.tt( tn
othcr operations irs npprrrved. lilV(ll: invcstmcDt
inlo lrrget entities n)usl contply with thc
t..rtJlrrgLrc { iuitlirrg lur(.igr) Inv.slntl]nt irl
lndustrv and thc l{cgulnlion on (;uiding lirreign
lrr\(\trrr(rrl I)rre.tr0n.,\ l_lVt F nrlr rr,,t inrr.st
in proj(.15 1h., thc..ltirloguc lists as prohibitcrl;
tlire.tly,,r indrrcrtlv irrvc,t in IistL,d sc.uriticr



(c\ccpt whcn lhc l'lV(lLl invc:'l.d l.lr'tire tlrc
intcrtce's initial l,trblic olftring)l clircctly or
inr,lircctlv invcst in 6xcd asscts that tre nol filr
thc l-lVLl ','rvrr rr\e: or in\(\l in,,lhur l,roi('(l\
as prohibited by laws. rcgrrlltions, or the
l:lV(iE's tirrm.rtion docunrcDls.
a Il\'Cf- invcstrncnts, ind inar('ases and trrns_
lcrs thc-reot, lrc suhjcct k) npf()vi1l .lnd rcgi\trn
tion requirLrn('n1s nrrd potentialll long
tinrclinr's. Whtn iovcsting in an ct:couragccl or

Irrrrrill.'d ..rtc$,rIr'ljrltilt. ll)( l lV(.1-. Dltl.t Iloti
tv rhc [,i.rl lctcl i\l()l(.()\l whcrc (he invc5t.(
is Lrcatr,d.'lhc local \l()l(l()i\l ()th.e mu\l .on
elutlc its revicrr irnrl, if it ilpprovcs. issuc ln Irll:
,\1,pr,rv.rl (...rtillrrte rrithin I5 J.tv..rtier rr'rciv
irg the conrplctctl lpplicittiott tnatcriirls. IrlV( )lis

invtsting in n rcstriated c,rla8ory cntitv nl(sl
notifi' thc Lreal-lcvt'l l\lOI:( l()\l rvhcrc thc
inr,cstce is loc.rtccl. although thc locnl lU()l:(l()l\1
hils {5, Dot I5, rlays to revicw lht iivestnltnt
tppli.jirtiorl. Llpon.rpprovrl thc invcstce nlusl
Iilc its I;lll r\pprovrrl (ie'rtilic.rtc trith SAI(.,
w lri. h l ill is.ue .rn l-ll. I cg.rl lt rs,'n l- ntcrfri',1
llusiness l-iccnsc. A FIV(-F- nrurl reporl to NI()F-
(l()i\l rvithin onc nronth ol eonlplcting.rnl

l)()rtlilio invcstnlcnt. As strviac sectors oPcn l(r
lirrciBn invcslntcnt, ll\'(lFl invcstnrt'nts rvill hc

crrnrined and .rpprovr'd .ttcorrling to rclcvnol,
.lnd nc\\, rcgulxti()os.

Irrruslcr crrtcrpri.(. rvill tn;oy llf. inicntiv.
lrcntnrent only if .rggreg,ltc lbrcign investntcrtt
(lrorrl ir FIV(.ll or othcrrvisc) erceccls l5 ftr.cnl
,)l thc (rrtilr\ retr.lcreJ i.rpit.rl. /\rl ( \i\trrtH
d,,rnc'tir n.rtunrl f(r\(,n (rltcrPri\( lhJl rcLai\(\
li)rri!(n invcslnrcnt and is cligiblc to bt-corrrc.tn

[]lli nliry rct.lin its original (iorncstic oatural pcr-
son irlvr'stot's sl.ltus.

Problems \^/ith
profits and payments

,\s spceiticrl irt thc rcgul.rtion,.r lrl\'( l: \ fr()l
ilr.rrc prinr.rrilr li) (()nt( li()rrr thc tlisprrsitirrn rrl

The Bequlation on the Adminislration of

Foreign-lnvestBd Vonture Cspital Enterprises

introduc€s a n€w type ol entity, a venture

c apita I investmsnt managemsnt enterprise
(VCIME), subjsct to many olthe same orgsnr.

lationalrequiremonts and processes as a lor-

eign-invested venture capital enterprise
(FIVCE). VCIME founders must submit an

application to the provincial-level Ministry ol
Foreign Trade and Economic Cooperation

{now the Ministry ot Commerce IM0FC0Ml)
otfice, based on the VCIME's proposed loca.

tion. The provincial-level M0FC0M hss 45

days lrom rsceipt of the complets applcalron

its trl.rity intcresrs. A lrlV(if. nray disposc of such

irrtcrc't' lrr s. llirrs t,,,!th(r itrrc\1,)r\i ljntcrittg
inkr l rcpurchase aglccnrcrlt \!ith thc invcstL'ei

translirring, its intt'rr'Jls yin thc slo(k lnitrkcts
alicr thc invcstce l,ubliclv lists; or olhcr otethocls

ns sp('.ilicd by relcvarrl ( Jhinesc l.tws .rtr(l rcgula-

tions. llcsalr ofccluitl infcr.'sts hcl(i bv n l:IVCE
shoukl bc, but is n{)1, .rllowed .lutonrnti.nlh whcn

both p.rrties to thc transaction arc I-l\'(llls. Nl()F-
CONI rnrl SAIC are'dmliing rulcs on rcPLrrchitsc

igrccnrct]ts br'twccl it l]lV(l!lancl ar irrvcstce

contPan!.
Nonlcgal pcrson Il\'(lLs mnv dislril)ute

invcrtrrrcnl girius ls prrrvi,,icd in thcir lirrtnation
do(unlcnts rrrd ls consislcnt rvitlt "inlcrnittionll
nonns," n lcrnr lcfi unclcfincd in thc rcguldtion.
Procccds frrnr strch cr;uitv slle [l'.t rronlcgal
pcrson lil\'()E m.t\'t)e distribute(l (lircctlv tt) the

invcslors and be rrllrr(lcd as a rcdu.lion of thcir
cirpitll to lhe e-\tcnl lhdl such pr(,.ceds nre lcss

thJn rl irv({tor"\,)r'ig,itr.tl ittvc"ttrrerrt.
llrc nonlegll pcrson Iil\1(:f nlusl tllc a noticc

on tht clirtribution.rn(l rchled.apilill rcdu.tion
with i\l()F(l()i\l and SAFF.,10 d.rvs bclirrt'the
prol,rrscrl distribution. fhis noticc orttst show
thJl lhc n,'rrlcS,rl penrrn l lVt [ . rrrrr.rirtrrte i.tpi
tal cxccrds outstanclinil investmcnt li.rbilitics. Thc
rrrgul.rti{)n docs not \pccih'\'hcthcr such distri'
butiou is sul'rject to.rpproval. SAlil: is crpcctt'd to

issuc ncw regulations on this distril)uli()n Procr'ss
in thc ncxr lirture. l)islributions hy.()rporat.
FIV(.lir' nrc subierl t() cxisting regul.rliolis.

lhough VC investors $rrukl prclcr lh:rt thcrc

be no rcslrictions on lhc rr'p.rlrinti()rr ()r tr.lnsfar
oI gains, thc regul.rtion's lirreiEln cxihitngc proccss

inrprrscs burdcnsonrc Irnrrsnction aosts o11

I l\'(.l \ rh.rl r(f.rrri.rl(' fr,)lrls. /\ l l\l I r \t
subnrit s.'vcraldocrrrrrcots lo ils lirrcign cxchangc
brrnk l,rior to ollihrrrc dislribulion ol fr()hts ()r'

othcr pirvr)lcnts. Ihasc rirrcurnents inelttdc thc
rirJrrr[lcr])(rrl i,rrrrrtlittcc. tc',rltrli0rr .rpPrttvittg

Continued on page 5/

Venture Capital lnvestment Management Enterprises

including the oversighl and informational
production requirements usually performed

by a FIVCE'S bosrd of directors or manage-

ment comminee. A potential management

contract between I VCIME in China and a

FIVCE is not sffective until it is unanimously

approved by ths FIVCE! invsstors and

approvsd by M0FC0M. An ovsrseas VCIME

must file a rsgistration application with the

relevant SAIC olfice within 30 days of exscu-

tion of a msnagement contract with a FIVCE

{though such agreemsnt ssems to be effec-

tive upon €xscution).

-MichaelE. 8u e
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to approve or rejsct a vclME's formation.

UDon aoproval, ths VCIME receives a

Foreign-lnvested Enterpriss Approval

Certificats thst must be rogist€rsd with the

app.opriate State Administration of lndustry

and CommercE lSAlCl otfice within one

month of rgceipt.

VCI[rEs must smploy mors than three
protessional msnagement personnel with at

least three years o, relevanl axpsrience

each, have registered cspital ol at least Yl

million ($120,7731, and havs 8 complste intor-

nal control systsm. A VCIME's business

scope is restricted to FIVCE msnsoement,



COMMENTARY-

0i Tang

fi WIil#rii":::il#i:j#:"h?":ff
back door, or lourer entry costs-made in smoke-filled rooms
betrnreen sips of lvlaotai. Such images make \ /estern firms
nervous as they endeavor to operate lawfully in China.

ln reality, Western firms can develop guanxi in China
while obeying local laws. The key is understanding what
sets the Chinese relationships apart from those in the
West-namely, the social context. China is still very much a

rule-of-man (as opposed to rule-of-larnr) society, and its mar-
ket economy is far from mature. Chinese government and
business structures often lack transparency, making it diffi-
cult to understand the business situation or the players
involved. Assessing a potential alliance or business partner-
ship is especially difficult. Often, lack of accurate documen-
tation, the inaccessibility of information in the public
domain, and questionable accounting practices obscure a

candidate's operations. Even determining razhich individuals
have the authority to make the deal can be a challenge.

0iTang
is a Shanghai-based manager at Technomic Asia, a China-based market-strategy firm that has assisted more than
100 multination al firms in the development of their China entry and expansion stralegies.
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Relationship Mapping

Companies can use this po\rverfultool
in acquisition due diligence in China
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Understanding key
relationships

Nlanv hr,rsinesscs have clrlcrcd ink) rcliltioIr-
ships in (lhinit that have clLrickly sourc(|, in p.rl
hccausc tlrc,v ditl not know (h.ir partrtcrs well
r'noush. lD one c.lJc, tbr institncc, a tlS liro sct trl
:r 50-50 ioint veDlure \i'ith i ( lhincse cntit)'. As

part of tlrc deirl, thc [JS lirnis tcchnology rvrs

trirnsli'rrcd. l-ater,lhc LIS firnr ti)untl;t cotnpanv
rclarcd lo lhe (-hincsc parlnr'r lhat $'ns using thc

US firnr's tr'chnoirgy to conrpete with thc joint
venturc. In other arscs, Wcstcrn lirnrs hascd thcir
lin.rn.i.rl ial.'Ul.rtrr,rr. tor th('r ( hin.l joint vcrrturt'
on aurrL' l raw nratcrial pricing infornrlttion, onlv
k) find thnt thc (lhincse p.lrtrlcr was rclatcd kr thc
rlw nr.rtcrill su1,1,licr and h.ttl lrcen gctting lorv

intcrnal transt'cr priccs, w'hich rvc'rc tar bclorr thc
prices th.rl the i()int ventrrrc subsequcntly fnce(l.

Rclationship nrrpping is n nrcthod ol visual'
izing, ticscribing, rntl analvzing, all ol thc relir

tionships (indiviLlLral rnd organizatioo:rl) of an

cxisting or prospcclive (lhincsc busincss pnrtncr.
'lhis nra1, prttvirlc' bnckcround on the Ilrgct
.rnrpin,r bv showinS dirc.t and indir((1, nDd

[rusincss and sociirl, rr:l.tions nn]ong inrliviclulls
rvithin the organizition no(l ()l thc con)pnn\'n5 ir

rr h,rlc. I{elati,rrr*hip nt.r}rlrrt.rllrrrr rorrrp.rnic.
l(x)king.tl Potenti.rl partncls lo go bcvond
hnancial stirlcrrlcnls itnd thc contratlickrrv

brava<Lr ol-maly ol the sti kcholdcrs trr assess

thc rc.rl storl bchild thc sccncs lnti to bcttcr
rncasurc thc of!birlln(r'sh.ct risks.rnd benrllits
of l business arrirngenrcnt.

l{cl.rtionship nr.rpping nlso idcntilirs wherc
the lroldcrs of powcr rn<i inllucnce lic.rnd thc
naturc ol-the rclnliorrships among thcnt. 'lhesc

intlividuals will havc authorit)'ovcr, or itt leirst

'ignill..rtrtlv ittl)rrcnie. (r)rtllirIt\ tletisi ns. crlt
ciall,v linancial rrncs. Finrrllv, nrirppiog hclps a

comfrnv looking irt prospcclivc Parlncrs undcr_
stand thc rccl otrjectives ol all of thc phvcrs in
the milp, uncovcr slru.tur.rl l'rroblcms or hiddcrl
liabilitics, and tir.rrr up a platr to (onstruct it

nrutunlly bencFcinl tleal.'l his knowlcclge also

hclps to outlinc thc best rl,ilv lo nrirnlge the rclil_

tionship. And it will ccrtlinlv nrininri,rc tht
unplcaslnl surpriscs th l nrilny Weslern lirnls
cxpericnccd in lhc 1990s.

Iri,trrrr I is .l nrap of thc rcl.ttionships of r\, ir

tnrgcl in a rcccnl acquisition crse, nt)(i Sivcs iln
initi.rl rletinition of thc playing 6clLl antl thr' key

pl.rver\ orr it. In .onstru.ting ilnd Jn.rl) zintl lhis
nritp, lhr aonrPrrrr !i'as.t[rlc lo discove'r:

a (;l nnd G2 arc thc colporlte arnts rtf thc city
govcrnnreot:in(i, bctwcen lhcm, ara lhc mai{)ri
tv o\vne'rs of A, tlra tilrgct (onrpanr.

O In a lailetl bitl to restru.lure A tirr rn initill
public ollcring (ll'O) a f'crv vears earlier, Cl erc-
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ilted.l scparntc corporilc group, ()r "wirslcl)nskc(,"

ti, to hold As poor und nonpcrfirrnring assc'ts t<r

nrirkc A lurk rttrrctivc. IJ is orvnrtl lx Gl ,rnri still
rnan.rgctl b1, .\.
O LJnclcr ct'rrtr.rl-liovefi )nlcr)t or(l('rs t() rrnr()vc
thcrnsclvcs fronr busine-ss. (il and (il u,ould like
t,r xll ,rli thcir st.rke. irr \, but.t. r(lr(\(nt.rl \'(\
()f go\,crnmenl intcrcsls, thcy rvant lo defitsc
\.r(i.rl lL.lNi,,r \lrrrr)unLlinS lhL' (l( iJ(k, I'ri\.rli/r-
tion [)t' protr'rlir]g irldividual slrarcho[1e'rs' inter-
csls.

O t i3, initi.rll,v intcndcrl to add valuc to nn Il,()
because of its Iinks rvith thc Provincial scicnce
ancl tcchnoIrg| tltlartnrcnt, wishcs t{).xsh ()ul its
l.-]-1 perccnt sharc in A lrrcause thc Il,() fill
thr()rr!1h.

O 'l&l is nrcrch a corrl|ilrt\'()n pirfcr thnt rcprc
scnls individual inveskrrs holding a portioll ()l As
sh.rrcs to rvhiclr only legll cntitics mny subs.ribr,.
Now lhose in(lividu.rl invfstors, akrng rvith A's

enrplovcr' shnrcholders, rr(' r'orrird .rl)out A s

lxx)r ()fcrating rcsults iln(l w.lnt to scll their
shirrcs.

O llK is an ofishore suhsidinr\'. l(X) pcr.('nl
orr nctl [rv A. A lr.rs usctl I lK to "round trip"
nroncy k) lilLloch (1, a ioint ventrrra, lo t,rke
adv.lnllg,e ()f Prclcrc'ntiirl trrirtnrcl]t x(cordcd lo
fi)rciqn-investcd compnnics.
a (l ir'. mni()r supplicr to A, antl transtir prieing
hclps A trr rtr.rrirrrizr.' prolits .rntl nlrnirni/(. t.r\
oblig.rli(,ns.
O ,\ l, Al, ancl r\-l arc divisions o[;\ r()ntrr.tc(l
oot irr ternls ()l ()fcriti()oxl nranrgcntr'nt. A I is As
core, and nrost I'rofitnblc, husincs\. Af irn(i A-l
suplll A l.

'lhcsc basic rcvclirtions hclpcd Lhc acquir-ing
conrl)ilnY rsccrtnin thc dcnl's nttrnclivcrress irnd
dt'r'elrp a stratcS!'to negrrti.rtc the cle.rl. It should
bc not.d thnt thc nlJp illustrirted hcrc is r l:asic
pnrlncrship rclationship nlap. To l). nble k)
untlcrst.rnd th. silurtior lillv anti lirrnrtrlatc thc
b.'sl lossibl. \trirtcgv tirr 

^t 
particul.rr tlcll,.r com-

prny rnlv irlso nccd r rcl.rtionship nrap olsttkc-

lro ers rs intiir.idurls,.r nr.rp ot lIProtal-pirtlr
rclationshiPs, ancl orr ol- rcguliltorv rclirlionships,
nnlone. ()thets,

'llris flrst nr.rp provirl,:cl .t pl.rtlirrm orr l'hich
th('conrpnn,v wns ilt)lc l() conslrua( ilnothcr ordp
ol all of thc slakehrr crs ls indivirluirls, scplratc
liorn thcir org.rniz.rtirrnal rolcs. l-he secontl orap
rcvcalcd th.rt thc rcal po*erhoHcr'.rrrti dccision
nrnkcr wns thc chilir ol A, rvho wrs backctj by ir

|o\vcrlil Sr()up wilhin lhe'cilv g()vernorcnl thitt
rt'n\ llnrcl.llc(l t() As n).ri()ritv ownars, (ll .rnd Gl.
I l.rving itlcntificd lhc rcal powcr as rr,ell irs .rn

untlerstanrling of thc obicctivcs and con.crns ol:
lhc potcrs lrrrl inllucnecrs. thc eonrlrirriv d.viscd
.r |Jckagc ol rlcils thirl .rddresscd lhe govcrn-

rcnt's goals ofstahlc L'ntploylt)e t, titx tcvcnLtc,
.rnrl'irrvncrship trirnsli)rnrttion" through lirrcign
il]vcstnrcnl; thc clrair's objectivc ol t'riting tlrc
lrrrsirrc'ss rvith proprr aonrpcn\alion; dnd lh!
y{)Lurger {cncrirtion ol rrranlgcrrrcnt's hopcs lbr
l)eltcr cilrccr opP()rlur)ilics r\'itlr n nlull inilt jrnrnl

(()rPorition-

The relationship
mapping process

Many eotnpanics itlso llncl rt tvclicll Proccss
tlsclLl t() crnluxlc it lJrgct aontpnnv's rcl.rli()nships
(i.. Figure I). lhis is bccirrrsc rchrionships in
()hina arc olicn tlynirnric and nrLrltilaycrccl, aod
lhus requilc rcgular reric\,. (l()ntp.tnies (tn a(nl
\lnr.l such nr.lps therllsclvc\, lhough this is tirrre
eonsunring, csPecialll'lirr lbrt'ign firnrs that irrc
nov to (lhin.r or lack iln understxnding ol'
( )hirrese busincss culturc. Skillcd third,fnrt\'.()n-
\rrll.rnt: rr.rr, h(.rhl( I,, l)(ln. hUt .otrr[l.rIlitr tr:u.t
[ruiH tlreir own relltiorrships, olicn tlrrough tinrr,-
tonsuming lurrchc's anrl dinncrs. lhcsc inlirrrnal
m.clings t)uil(l contiticncc anrl tnrst, ns wcll .ls

l,rovidc knorvlcclgr irnd insight. lhis rr'lltionship
builcling Proccss cannot bll sb()rlchrrec(i.

lndccd, conrpanics shoulti not vicrv rchlioo
shiPs as,.liscretc, but rnlhcr as ncttlorkcd .tld
oti(n inlcrdcpcnclent. In the ersc rrl conrpany A,
thL'chair.rntl his porvcr bast, in thc citl gotcrn-
orcnt-thc rrltinute c['e isionnrirkcrs-slill h.r(] to
b.tl.tnce the r'.rrious inlarests ol- olhcr st:lkchold!-rs
eonccrncd bclirre acccPtir)g i (lcxl. A porv.rlirl
hcnclil ()l lh. rclxti()nslrip m.ll is tlrlt it cn.rhlcs
lh( li,rciSIr (.,nrp!rn\ to lirrJ tltc irlt.rl rorrrfronti:,c
th.rt will nlirkc thc rclationslriP rvork lirr lll partics.

l'oreitrr iontf .rrtr.. .riIril]$ l(, (\f L,r(.lL(lui\i-
tri'll or.lllr.lrr\(,,Il\'rtrrnrlrcr i tlt(.rtrrrginr.l
( )hincse rrr,rrket nccrl to unclcrstand, cultivirtc. antl
usc rclationships. I lroLlgh thc currcnt drivc to
irrrl,rrrvt tr'.rnrl.trenir rrrar irtrl'r,,r L icrl.rirt
nrls.ts ol (l()iog busincss in ()hin.t, tler,pcr socictal
ehange rvill likclv rcrrrlin slorv, irntl .grrrrrr.ri tvill
rcnritin inrp()rtnlt lirr thc lirrescc.rblc lirturc.
r\aaording kr () c (-hincsc savint. ll you h.rrc a

rcl.rtionship, vou hlvc l roird." ( 6} *6H , you

.1rr,t,r.ri. r'rrrr /lrr. t
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Figure 2: The Mapping Cycle
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Foreign Minority Equity
in Chinese Commercial

lnvestments
Banks

othcr tirrcign or (ilrittcst'int'cstors or lrv conver-
sion of the trluitv into listed sharcs on a public
rnnrkct. lt sccnr:' ccrtain thrrt Ollll(iwill imposc
\lri.t exdminiti()n nrrcl rpprr:vll rcquirertrc'ttts ott
int kind of.rttcrlrplccl clispositiort ol sharcs, ancl

rh.rr thc (ilrinc\. li)rcign cxchangc control luthor'
ili('s N,ill hindcr lh( rhilitr of t,otcllti.rl ['ll(] ].ur-
.hxsrr:, to coDvcrl Ill\lli il]k] ti)rciBn.urrcncy to
rrrake srrch purchases. In the rviricr world oI lor-
rign irrvestnrent in ( lhincsc Cl.Ss .rnrl rlispositiorr
ol holdings, Iirrcign invcstors ntrl' hc 1,nrhilritcd
lrorrr selling such sharcs lirr a pcrirxl rri thrce
vc.rrr rntl rnust ovrrconre signilicitnt itpproval
hrrlrjlcs bclorc clii'cting i tradc salc. Arly pro

l'r{)sc(l cxit irrk) lhc pul'tlic mirrkcts is nlnrost a

non'strrtcr, althoug,h in the lasl .ouplc ol years

Il()l:'l !l(l and (lSR(. hirve ctxrpcr:rted to alltx!
thc ionlcrsion ,rf unlist.'cl tbrt'ign c.r1,ital sh:rrt'-

holtlings into l'i sharcs-nn untpp(lizing
lrospcct giYeD thc orori[rund l] shlrrc r arkets.

Ii)rcigll inveslors hoIc thit sr.rch trcw ntecha

nisnrs will.rllrrw lirrcign invesk)rs to girin spon-
rrrcJ li.tings rrt tlreir pr ir.rtc 'hrrtlrol.lirrg. rn
( lrtnc\c (.1.5s on thc ll,,rrg l','rrF.rrr,l li,rcil.ltt
nr;rrkcls, and tventu.tllv the lar nrrrre d1'rrantic A-
sh.rrc nrrrkets.,\t lhis I'oint, horvcvcr, rc.rl liquidi-
lv lirr lh( privnl( lrrrltliugr ol lirlcrgn ittvcslrrrs in
( lhincsc banks is .t lrng rvav ott

First steps
;\s thc g,rowth ol (.hiira's ccorronrv.()nlirluc:',

as thc burgconing littaneiitl seckrr conlirtr.res to lTc

rrrt.lerrcrre.l,.rrr,.l .r\ lr)lll li,r('iErr \lrJtcgir
invcstrrrs and prir'.rte c(luit\, vnluc irtvc\tors seek

to p.rrticipatc in ()hinits linanci.tl 
'crviccs 

indrrs-
trv, nlirlorit\' e(iuit)' invcstnr!rls in (lhitra's snr.tll

.rrrJ rrrc,lirrnt-riz,',i .,,ntntcrir.tl lr.rrrkirrrl irlrtrlrr-
tiorrs rvill orrl,v accclr.'rnle. ForciBo lil.rncial ltlaycrs
rvill lls<r continuc to seek lootholds in financirtl
\crf iac\ sect()rs olhcl tlrln conrrrrrcill hanking
eorprrrlte linartcc, insrlrnncc,.tssal nl.ln.rqcnltltt,
.urtl eT'.'lttrallv tionrcslia iovcslnrcrtt [r.rnking.

(;ilcn thc cnlr\,[).lrri('rs in enah oi lhcse sec-

tors,.rncl defe'nclinS r)n thcir r()rpor.rle strdtegy,

nranv Lrrcc firrcign g,turups mily entar the retdil
l'.lrIing lrc.r lirrt..r. rrrirroritv rrlrrtr P.rrtiei
p.rnl\, r ith sonrc kind ot adtlcti contractual
l\vhclh!'r nr.tnn(cnrcnt or co-br.tntling) tnccha
nisrr. ln tirnc. lnd rr ith incre.rsing libcralization,
.rr.h Lrrcigrr gr.,u[\ lll,r)'l\'r)(irl lr{)r]r inlcsr,t
liorr ,rrrrrng l'l{( . lrr.rnii.ll \er\ i(( (r)rrll.lrtiL'\,
rlhcthcr througlr nrcrgcrs, broadcrted scopes of
lrLrrirrer:, or r'rtrr . rr,'.-h,rl.ling'. At lh.rt tirrre.
rrrinoritr' 1'rrticil,.rtion in snrall scrlc contmer-
ci.rl hanking opcrrtir)ns rvith som. rlijnrcnt of
.ontrol mily provc to have bc'cn ir grxrtl lirst step

tor'.rrd a tirll scrvicc operltion. n

Continued fron page 23

ol ruinority rights, whcthcr a16rnrltivc parlicipa-
tiorr rights or cven vckr powcr ovrr signiticant
issuas. For instnnac. ( )hina's (ionrp.rnl l..tw

rcrluircs nvo-thirds.rpproval tirr so-c.tllc,.l'specill
rc\r)hrtrons .rl t.hincrc t .l.:.. cliirtirch .trippirrg
ilwnf lhe vet() Powcr cvcn of lroltlcrs ol -1-l Percr'nt
ol c.luity. N(,r (l(,(\ ( :ltitrc.c r,,rp,'ratt I.rrv pcr rnrl

such establishecl nrcchrnisms as difii'rent classcs

ol shrres or preli'rrccl sh;rrc capit.rl.
Asidc horrt thc tlclicic'ncies ol ( lhinn's .orpo-

ratc lirw, the uni,.1uc cnpitnl struclurc ol l'll(- cor-
poratc cstablishrrcnts, in plrticrrllr fitr.tncial
institutiorls, hns.ln inrpact; the olhcr sharchold-
trs arc ohen slilc-owrlcd or -aorrtrollcd (usunlly

Ioeal-lcvel agt'ncicr ), approaching govcrnancc and
opcr.lti(nrs tionr n unilicd stdrrdfoint. Acquirers
shrruld not ig,norc r minoritv slrrrchoklcr's clif6-
crrlty in trul,v having, a voicr'irgainsl strch

cntrcnchcd intcrcsl\ nnd their dirc.lly nppointcd
r nnilgcnrent.'lhc rcrull nrir,v bc ir trulr"'ltassive"
invcstnlent lirr thc nrinoritv hrrltlcr'(rbscrtt it spt'
ci.rl nrrangcrlcnt, su.lr ls the rclltitch unti'ttercrl
a()nlr.lclual nlnnilBlrnr'nt right that Nls to be

lrcstorvcd on Nervbridgc .rs part of its Sl)l] acqui
sition ). Thc Protrlcnr l)ccomes onll nr()rc sitlient il
tha lirgct alrr'ndy hns, or succcrds in conrpleting,
an A or I] shlrc listing,. In 1997, thc (lhina
Sccurities Regulatorr' ( irnrmissior ((-Sll(-) liid
,,ut J riErd tcrrtpl.ttr li 'rnt ,'[ .trti(lc\ r,l .r\\',( i.r.

tion lirr A- or ll sharc issucrs, rvhich rrc dislcl-
virrlnge()r.ls k) nlin()r'ily (privitlc) shnrch{)lders.
(:Sl{(l's insistcrl(c on thcsc tbrrrrs ol articlcs of
association, and l,ronounced ciislikc tirr share

holdt'rs lgret'nrcnts {or DllnirScnicr)l n8rea-

nrcnt:!) ti)r listcd aonrplnies, irrc nol g,rxxl nervs

Iirr rrrinoritl' sharcholclcrs in PR( I banks.

Liquidity
lirreign irrvtrtors in PIIC b.rnks tlo not holtl

,\ ,,r Ii sh.rrrs, I'rrt in'te.rLl unlistc.l l('r(iSrr L.rfi
t.rl sharcs." llccaLrsc thcsc shlrcs lrc unlislcd.
tht'v irrc oot liquid. ()f coLrrsc, liLpridily is n lir
SrcJl(r Lon(crrl li'r I'trrt lrir.rt. .'.ltril\ illvc\lors,
rvho rvill be intcrcstcd in sonre lirrnr of capital
.l|llrtcintion, lhnn tirr lirreign cornntcrcirl
b.rnks, rvhich rrc nrorc likt'lv to bc contcol l()
cnicr lhc Plil(l birnking, scctor.rs long-lcrnr nrnr
kcl l,.rrlr(rf.rnl\. .\((t'r(lir8ly, li'r(i8 .r.(l ir( r.
crrtcr inr: thc harrkirrF \lj(trr .r\ c(lurlv l.lrli(i
l,.lnl\ nlusl lre.trr.rre l thc.i$trill(Jrrl rc\lri(-
tions on strbsc'clucnl trirn\li'r or \r1..

\\'itlr,)ul .r (l('.ll leg.rl h.r'i' ti'r rnin,'rilr irr\(\l
nrc l in PR(l birnking institutiorrs, it is urtclt'tr
what approvals itre ncetlcd to dispose ol an cquity
iotcrcst in d t'li( i b.rnk, cithcr bv 1)rivirtc sillc k)
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US companies

contribute to

r mprovrn9

social welfare-

profitably-in china

Timothy Prewitt

()st n)iri()r niullill.rti()D.rl corf{)rntions rvith substirntial in\,cstnrr'Dts in (]hina hlve
nrorctl hcvoncl the purelv conrnrcrcirl rellnr to r.ngrgc in pnrjccts th.rt hclp thc lrrcal
eonrnrunities in rrhirh thcv olrcr.rl(. Irl t()dlris (-hirt.r, such prolcct\.rrc r(((i\ ir)q r)n)r!

rn(()rrr.r8(nlrnl liou thc (lhincse {()\-crnnr(|ll lnd lhe rnrcrg,ing i.rdrt ol orrngovcrnnrcnt.rl
orglniz.rtions I N( iOs t, both lorcign antl donrestic.

IrrrciSn conrIanics irr (.hirr.r h.rr'c elcnronslr.itcd thnt cc()nr)r)i( rcturns irncl socill hcrrcfit arc
nol nrr.rluirllt'erclrrsive. l hcsc coup.rnics hlvc rcapc<l bcnctits lry intcgr.rting tlrcir'.t)nlril)uti()ns
to Chin.tr hc.rlthcare itnd ecluc;rtionll svstcnrr itnd cnvitonrttcnl, in firticulxr, inlo th('it stralc
gic (.hin.r plans.-fhert lrcrrclitr includc Irsel sl.lfl turn()\cr, tlcntcr cnlpl()\cr, l,rrll(rpJlr()n in
the crrnrp.rnr's opcrlti(,ns, Ir.tlcr br.rnri lceogrrition, q()\crnn]cnt \upp()rl,.tn(l clthilnacd a()nt'
pctiliycnc\s irr (lhina. Ihcir cllirrls also ntakc.r t.rn{il)1.'(lillircrr.e to lo(il ((,nrr)u,ritics.

Thinking strategically
Forrign ionrpanics rvith suhrtrntial..rntl Irn!, tcrn1, dir('.t invc\tmcnts in (-hina havt ()n-

triburt'd to t hin.is roci.rl rrcllarc tiorn tlr(j ('x,lic\t rlals oi thcir inrcrtnrents. 'lirthv, 
:r select

group ol lirrns havc begLrn trr int.'grate th,.'ir charitatrle giling prrrgrams ioro thcir (ihin.r opcr
irtiorts to {ilin (oinpetitivc rJvrrrtxgri.

'l his trcrrcl has bccn skrw lrr devekrp lirl scveral reasorrs. lrr the pirst, opporturrilias k, .l5sist

aomnrllnilic\ in (.hin.r h.r!t' becrr comPar'llivclr' li\,, rs Eo\'trnn)cnl rcslri.li{)ns nrrd .t nirscettt
third {noogovcrnnrcnlil) \crtor lcti lts optionr. S(.ond, thc l)ottom-lin.'inrp.rit ,)l .,)rlnlu-
nitr'progr.rls ii inrlir..l. t'ith rhr: cr.cftir)n ol e,ruse-rclltctl nrarkcting. fhird, nran.rgcrs
oltcn bcliclc th.r musl str.l.h thc linrit.'cl lirnrls tho'lrlvc.rvlil.rblc lirr conrnrunitv lclations
pr(){r;r11s.r(ro\s rs rnirnv th.rritics as possihlc. Irinirllv, crsh is alLr..rtctl but nrrrr fi n.rnciirl
rcsourccs, streh J5 enrployrc !{)lunlccr tirlt,.llr n(]1. I{cirl ilr]pil(t to tha conltnunily-ond lha
bottonr lirrc-is ultirrr.rtt lv tlilutecl.

Iimothy Prewin
is a senior consultant for CHt lnternational and an MBA candidate at the China Europe
lnt€rnational Business School in Pudong, Shanghai.
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Reaching communities
\ /ith help from NGOs

livcn aftcr they dccitic to contribote compre-
hcnsivc'ly to tlre local conrmunities in which
they oprerate, tirreign cornpirnics havc cncoun-
tcred difliculties identilying spt'ci6c China pro

iects thirt support the conrprnies'overall golls.
"ln the US, mechanisnrs ttu getting involvr'd arc
prrttt wcll cst.rtrlislrcrl,'rriti krhn Mt Kr'.rrr, nt.ro-
rgcr oi lrrt l A.ir Rcai,rn.rl Prrhlii Atl.rir'.
Altl'rorrgh communities in Chinl lre eager tirr
support, they are ()ften less accessiblc to lirreign
6rms and hirve little exprerience working lvitlr
tbreign corporations. McKcan also notcs dilli-
culties inhcrcnt in pionet'r work: "ll you
pirachute into Shanghai with voluntecrs and
funds, it takes a lot of tinre to hgure out rvhere
to go rnd whirt to clo."

"ln thc pilsl corporations h:rve had to broad-
cn lhsir \(ulc. n,,ler L,,ri llurkt. crt, trtive
director ol Shlnghai Sunrise, an NCO thut pro-
vides educational support to childrcn in nc'ed.

\\'ith unly.r fcw uirepl,rhlc.rle.rs,rf irrtlrrcnti,rn.
and ftwcr still transparent nlcchnnisnls to sup-
port conrn'runities, corlpanies lvere fbrced to
adopt d lcss strxtcgic itpproich. "l sce that
chrnging,;rs thc govcrDmcnt fi'cls morc willing
t() aacept oLrtside support."

Indeed, the PRC govcnlmcnt hns st(x)d bv ns

thc nr.rnrber of firreign-and Chinese NGOs
opernting in Chint has incrense'cl tlramatically in
ruacnl ve.tr:'. (xfnndirrg tlf ti,,n\ l,,r ft 'rcigrr .'r'rrr.
panies looking for projects to support. Although
d fbr-nral NCO rcgistration pro.css or lo.al tirx
excmptions have y!'t to aPpear on PRC larv

books, nrore than l(X) tbrcign N(;Os, including
I{abitat for Humrnity, Save the Children. and

Junior Achicvcnrcnt, and hundrec'ls of (lhincse

Nr it t. h.rrc cr,'lfeJ up tn re(cnt v(Jr5. ilt itreJ\
as diverse as environnrental mitigation, hcalth
arvarcness, [T usiness training, and microcredit.
l he'c t .hirrr. rc Nt ,t ). h.rvc cithcr , rr cr I ()r lr( il
PRC governrrrent sLrpport. Ilut c'ven NCOS sct

Lrp by the tiov!'rnment, crlled "(;ONGOs"-gov-
ernment-organized NG(Js opcratc iDdepen
Jcntlr r'I the gorernnrent .rnd lre [,l.ryinB.rn
inrportant social weltirre role in (lhina. Chinir
Charitv Fcderation is perhaps the lerding chari-
table GONGO.'lhough oflicially backcd by the
governrnent, Chinr (lharity Fedcrltion optlates
as an inrlcpc'ndent agency.

The nurnber of
foreign-and Ghinese-

lUGOs operating in

Ghina has increased

dra]IlaticalltT in recent

tTears, er(lrarldillg

ot tions for foreign

eornpanaes looking for

trroiects to srrpttort-

corporate funds or keeping accurute 6nancial
records," said George Srnith, vice president of
Special Olympics in China.'As the number of
internltional NG()\ in ( hina irrircrscs, we r.rise

the bar fbr thc entire sector."

Public acceptance of nongovernmental social
wel[are provision is also expanding, which is

inrportant for a country that has operated fbr
decades under a state-dominated system that left
little room for volunteerism. According to C'hira
I)evclopnent Briel, volunteerisfi is on the rise,

and rnore than 93 percent of Bei.jing respon-
dents in a survey of a few hundred people could
iJerrtill at leir.t ,tre (hJriLJblc or8aniTation.
such.r' thc forJ Fourrditlioo !,r lh( Lhirrn
Charity Federation. Although recognition of
charitable work may not be as prcvalerlt else-

whcrc in China, the survey, and growing number
of NGOs represents a positive trend in a country
in which the state is withdrawing fiorrr many
social services.

Favorable coverage of NGO 0ctivities in the
local media has also aided acceptance of these

new participants in Chinese society. "ln our
expcrience, publicity has been overwhelnringly
positive, particularly with our work at the
Shanghai Seconcl Medical University," noted C.

M. Leung, the Shanghai based director of
Project Hope, the recipient of more corporate
contributions than any other NGO in ShanghaJ.

In March 2{)02, an.rrticle in the leading news-
magazine Cfiilrr Viervpoirl boldly declared that
"Thr' role of NCIOs in the twenty-llrst century
will be as signiEcant as the role of the nation
state in the twentieth." Ihis and other support-
ive articles that appeared during the run up to
the t6th Chinese Communist Party Congress
indicate the existence of at least tilcit govern-
mcnt suPPort.

An even morc promising indicator of the
government's attitude toward social welfare
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Progrnn)s to help the corrrnunity "shoulcl

r!,tlect thc wiry you do business, and not just be

charitablr giving," noted Corning (ShanBhai)

Co. Ltd. (lcncral Manngcr Joscph Allen at rn
Anrerican Chanrber of Conrnrercc forum on the
subject this pirst spril1g ii Shanghai. "For us, this
nreans ldclilg vllue to all involvcd: investors,
enrployees, customrrs, supplic-rs, anci thc com-
nrunitics in which wc wolk."

Cooperation between foreign
and PRC NGOs is strong. Burke
acknorvJedges the ir'nportance oI
partnerslrips to a firreign-rnanaged
charity working in Chinese com
nrunities. "For us, working wJth
Ohina Charity Federation was

essential when we [regan scven
years ago. Thcy gave us legitimacy,
which helped rrs work with the
street committees, which in turrr
ht-lpcd identif children in need."

Corporations have sponsored 150

children and establishcd nlore
than 90 librnries in public schools
through Shanghai Sunrise.

Foreign NCOs also have much
to offer local charitablc groups.
"We have a responsibility to slrare

our knowledge with local NCOs,
particularly those new to rtising



lntel rarorke.l rarath

the Slranghai Yorrth

Teehnologtz Genter
to organaze a

cityraride

envaron1rrental

debate contest.

relatcd organizatioos ald tctivitics
was the opproval by the ministr ies

of Forcign Affairs antl Civil Affairs
of Beijing's inaugural Business and
Civil Society Forum and Exhitrition,
scheduled firr late May of this year
The three-day event, which wls
postponed because of the outbreak
of severe itcute respildtory syn-
drome, was k: explore potential col
laboration between business and tht'
so-crlled third sector. J he tbrunr
had thc support of the China
Charity lederation, 'I he US China
BusiDess (i)uncil,;rnd United Way

lnternational. llepresentatives tronr
the National People's Cougrcss :rnd

citywicle c'nvironmcrlitl dcl)nlc aontcst. Intcl
tirlds the debntc progranr and sends scorcs of
volunteers k) act ds judgrs rnd eoachcs, anrl to
.ls\i:,t with thc lirc hr,,LrJirr.t. I he pr,,gr.rnr .rinr'
to irnprovc dcbirtc skills ancl cnvirrrnnrental
a\edrencss. llloIc thln lll schrxrls palticiprtcci iD

l:rst year's televiscd dt'bate. ()ther topics, chosel
by the schools that particiPntc in lnlcl's pro
granr, includecl conrorunity clernup, rrikllilc
protcction, ancl cnvironmentnl lcgulntion. [i)r
exaorple, students de'bnle(i tlrc orcrits ol th.
Hong l\ling lsland ltird Sanctrrrry outsidc oI
Shanghai, arguing fil cxplnsion or replication
of thc statc ftrndcd plojcct.
O Perdue Farms: Fostering employee

participation
For Pcrdue Farms Inc.. aolporatc charilnl)lc

donations and enplr)ycc assistiroar [)rou!lht tirn-
gible rewards. "\{e hrve filtrnd thirt throulih our
c()ntributions, ()ur crrployccs give birck to
Purdue farors ancl t() lhc conrnrunity," cxplnins
Brant Locklicr, Perduc's crcculive director- lit
Chinir. Since cstuLrlishing n ioint vc'ntLlre in 199u,

Peldue lras lrelpecl llrmers in AnlrLri lnri chil-
clrcn living bclorv thc povcrty levcl in Shanghai
in w.r1' tltat h.rvc h.rrl .r 11r'.ili\( rnll.ril ,!n il\
(lhini operotion.

Pcrcluc sponsorccl clcrrentnry school stu
clents through Shanghiri Sunlise rnd proviLlcd
thc charity rvith onc firll tinre stafl nrcnrbcr.
Employces responrlecl: "Once thcy s.rv nlirnirge-
nrcnt's corimitlrtcrlt l() thosc lcss li)rlunatc, ()ur
staff members not only volunleerecl thc'ir linre,
but ir portion of thcir own salarics as rvcll,"
n,rtt's I orklicr. HL .l\\crl' lh.ll entPl,rr c,J p.l1 I ;,j-
ipation in the compiny's progrlnl l'rls
incrc'ascd ()utPut antl rctluccd statT lurnovcr.
Sinic pirrtiiiputing in Pru'.lrrr''s.ontorrrrtill'
otrtrcach c'flirrts, enrPloyecs have' bcconre' nrore
responsive in the wolkpl.rce, ollirirrg dozcns of
suggcstions l)n wiys tha conrpanv cnn lo\{ar
costs and increase'elficiency. Bcciruse ol pilr-
ticipntion, orrr.osls cirrrppe,tl bv 20 per.e'nt and
output in.rcirscd lirurtirlcl, all rvithorrt acldi-
tional labor."
O Corning Shanghai: Help for child healthcare

Corning Shlnghai, a vcnlurc thilt pro(lu.cs
(,rl.llyliL (()rr\(.rlcr\..r1s,,.,'rrri.h r',rl .,rtttrtrttrtilv
assistance projects thnt nreshed with its cor-c

business proposition, nanrelv kr solvc problrms
with technology. Although the courpany's [ruc]-
get is snrrll, (irlnirrg wanled to ntake a tangiblc
inrp.ct and rc'spond to the chxrittrblt' interr'sts of
thc conrpany's enrpLrvccs. As (iencral i\{anaqer
Allen explaincci, "N{ost of our local cnrployecs
ar'e votrng, antl starting l'irnrilics ol their orvn."
'l'he company tlccided thlt it would use its Iinrit
cd budllcl or'r a project that would inrprovc thc
lives oI local clrildren. (irr.ning cstablislred
Slrirnghai's first pcclialric br.rrn unit rt thc
ShanghLri (ihildren's NIedi.irl (lenter rvilh Proic.t
Hope, which ensure(l thiit the proiect rvas ctli-

tbe Chincse Pcople.s (irrrsultativc (lonfcrcncc, irs

well as mr.rltinational busincss lelclers, wcre lo
participrte.

Corporate cases
ln light of sLrch governmeitill ancl populnr

support, many companies have built propqrirrns

to match thcir business goals and the local ervi-
ronment. A few exanplcs ol such programs firl-
low.
a Intel: Projecting core values in community

proiects
For Intcl (irrp.. effectivc plnnninS and in-

country experience were esscntial in clevclolring
the company's extensive community all-airs pro-
gratn itt ( hitt.r. Many,,l Intcl r ir.tivitic. ar.
technologv-basccl, such 1ts doniitin!l c()r'rlpr.rters

and organizing studert technology tiirs. Othcr
philanthlopic support, such as sending volun
teers to thc Speciirl Olyrlpics in (lhina or k)
pr.rblic tree-planting efforts, also rc'iniirrces the
lntel brlncl namc. According kr McKeirni "lntcl
st.rnJ. tor qualiry. it \t.rrd\ li,r J(li\'crirS 0rr

commitmcnts- lf you brr,v irn lnte I product you
are going to get what you expect same thing if
lntel .lgrees to hclp a school."

Intel's volunteer prolirirm provides a 8o()d
example of how the program lcverages thc com-
pany's technology-lbcusetl approach. Iritiirted
by lntel's China operation in I995, thc prograrrr
encourages employees k) volLtnteer dl chrritable
or conrnrunity events of their choice, many of
which are organized by lntel Communitv Alllirs
Manager OIivia Xu.

"A lot of lntel volunleers give their personal
tinre," explains Xu. "Our proiccts locr.rs on cdr.r-

cation, environmental educ:rtion, irrrd charity.
Edr,rcation is the most requested." ln titt, the
volunteer program was designed in response to
a global enrp,loyee survey that indicated that
enrployees viewed pcrsonal contril)utiorls k)
their community as inrportdnt.

In one project, lntel worked with thc
5h.rn3h.ri Y,ruth lc(hn('lr)By ( .( r)tcr 1,, ,,rg.rri,/( J
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ci.nll| nrnnaSed, trallspirr.nl, nnd up k) internn
Liortnl slilnd.rrds.

I)r'onroting thc (iurneri, ;r Bc'i jing-b.rsed group
ol cntreprcncurs nn(l lrtrsiness profcssirrn.tls,
sincc l0(X). "Wc havc tirund hundrcds ol'
( .hirrc\L' (ntr(lrcucrrr' \\ ilh tenuin( inl(r('l irr

povcrty nllcvixlion,.rrntril>utingl holh lirnrls lnci
r\pcrtise k) thc eausc." Although clillicult to csti-
rnxlc, this )anr':\ aontril)utions tolJl hundrcLls of
thousantls ol' doll.rrs.

Options abound
Never lrclirrc h.rvc lirrcign conrpanics hlr.] so

nrnnv options li)r.h.rrit.rblr givios in (lhio.r.

Ihc ctfrrrts ol lntcl, l'cr,.lrre. and (irrning illtrs'
trnte iustir lcrr'o[ lhc rvavs lhat forcign contpit-
nics hl\'c rrcshed lhcir cfli)rts to r ssisl lo..ll
(,)nlDluDilic\ rrith thcir,,$rr \trnlcEi( ir)lcrcsl\.
Altholrgh alcirs sLrch irs hunran righls or krcal

Sovcrnance renrrin rcstrictcd, ancl tlrc [rulk ol
corporirtc ilalivilv ir ccrrtcrcd arorrnd (lhirr,r's

Lrrger citics, N(iOs rrc cxpanding in nunrbcr
.rnd scopc', incrc.rsing the olportunitics lirr.or-
p(rrirli(,rr\ l(, (drrlrihlll(. :

The lmpact of HMAIDS
on Business in China

Continued frcn page 10

cirrt provirlcrs. If local clinics arc rcusins nrcdi
cll c,.1uipnrent, thcn rvorkcrs nriglrt be irt risk.
rrrd.lppropriate.lctions rhould lre t.rkt'n lrv thc
conrl)anv k) isolatr: thosc la,.ilities lnd cncour-
.lgc slilI lo st'ek lreatnrcnl cls$vhcre. klentifl,ing
rdtlilirrnrl conrnunilv rcsotrrccs. including loeul
hc.rlth .rrrth,,riticr. rr,,rr[1,,r'crrrrrrcrrl,rl,,rr:.uriu.r
tioos,.r d insurirncc a()nrpirnics irre key to
.rsscnrlrling the conrp()ncnt\ ol-x corrlpr{hcnsi!c
clrl plirn.

()nce policies ancl r'tlrrc.rtionll pnrgranrs arc
Lrndcr *,lr'. conrpanics crrr consitlcr undertaking
r t.sting progrnnr lhrt \r'ill .sti[)li:,h thc basrlinc
li)r lrcntn)ant nccds. ()l-coursc, no conrpany
shorr t'stlblish l corrrpulsorv tcsting frrogrnnr,
rnd irnv voluntary p()gr.1nr should ensurc thnt
rorplol'ccs stltus I)c ke|t conlidcnti.rl. -Icsting

lirr S'll)s cnables rlorkrrr to gct trcntments li)r
. rrr.rlrlc .ii*c.rrcs. r rrt rt.rsing t heiI I\roJuL ti\ it \.
S Il)s eontribure to thc sPre.rd ol Hl\rthrough
ioflirrrnrrtion, ulccrs,.rncl nrora inti,ckd whitc
bkrrrd cc.lls-which lircilitltr' thc transnrission ol
I llV rirrrirrg int(r(' rrr\.. 'lr(.rl inH 5 | I )\ i\ .nr

cllc.tit c nrelns oi prevcnting H l\/, nrld diignos'
ing a cr,rrablc STI) can scr\'. il\ i t'ake-uP call
lirr cnrpkrvces rvho,.lt, nol eonsidcr thenrsclvcs
rl risk ()f contracting lll\'. li'stinE lirr hcpatitis
can;lso alt'rt rvorkers lo p()lcrlti.rl liYer prol)lcn1s

ancl cnable thenr lo l)cgin treatnrcnt rc8imcns
tlrrt will enhance lhcir quality of liti'and nirkc
them b.ltcr, nrorc prrrrluctive errpkr,vct's. lllV
rcsting cnn be dilii.Lrlt to inrplenrcnt, particul:rr-
lv if cnrplol't'cs do not wish their cnrplovcrs k)
knorv their I ll\' \t.ltus nnd rvorrv thit thcy rvill
l'acc discrinrinrlion.

(irnpanics llso rlust consicler othcI clhianl
issues rvith IllV sclecnirrg policies, both fot' ncw
hires and thc existing workfcrrce. lirr cxlnrplc,
I'rx,rlv,lcsigrrcri lllV r.rccning nt.tv hc rniont
p.rtihlc rvith Prc\clllion nnd cnrpo\!crnrcot pro-

8ran]s.

The risks of inaction
'lhe nrost irrrporlrnl issue trrr [rrrsincsscs io

( )hina kr un<lcrstlnrl is thc scrious conscrlucnce
rrl inlction rvhilt prr:v.rlcncc ralcs ol tll\' .rn(l

S I I)s ;rrc krs. 
-l 

hc risks prtscntcd ttv I II\1/AII)S
in (-hina lrc sclcrc.rnti to tienl or ig,n,rrc thcnr
anrpli6cs thc ceononrie risks that conrp.rnir's rvill
l'rrc.' in thr' lirtrrrr'-including re'duccd corpor.rte
profits. As thc SAIIS crisis dcvelops anci thc
cxtent of thc pul)li. herrlthcare systcrrr's inlbility
to contiont enrcrging infcctiorrs discascs
Irr'r,'urrs rtr,'rr' .rl'l'.rr.r1t, lh( lriv.ll( \('(t(,r irr
(lhina rr,ill ncctl trr.rclclrcss hcalth is5ucr' J!tivLl!
to.rrrrid thc sori.rl .trrd ('aononli( disil\tcr\ l(x)rn
ing on the horizon. ';,
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Dornestic giving
lirrcign compaoics.tr. not Jlone in do itting

to Norlhv cnuses in (lhina. l)onations fionr
(lhincs. compini('s irre .rlrt'.rdv sul:stlnti.rl.,\
:{xrtl \urv(v .,('rLIll(lcJ lrv tlrt Sh.rrrFh.ri

Ac:rrlcnry oi Social Scicncc intlicrrted that a

oraioritv ol state orvnerl cnlcrpriscs harl con
tril,rrtc.l t,r .r ch.rr it.rhlc r.rtr.c irr rhc I'r.! i,)u\
v..1r. ()1 50J resl,ondcrrts,9J.5 pcrcent donirtcd
c.lsh, {(x)ds, or scrviaas.

')\lthough the aPproirclr lo ccononrilj devcl'
opnrenl nrav diffcr, r,r'e tirrrnrl that in alnrost
evcrv elsc, the end go:rl wirs thc slnre: lo
inrprove thc econonric circrrnrstanccs of thosc in
occtl," saitl Michael I)oyle, prcsidcnt in(i (ll() ol
l\'larvhnd-basccl (lHlj Intcrnirtiorul. (lHF, a

n()npr{,ht orqnniTiltion th.rt supporls thr' clcvcl
(rl,rlcrrl dl lhc n.rnS.,\'crnrrrcnl.rl \e(1,,r rl
( ihina, has adviscd thc (lhina Srrcictv lirr



OPPORTUNIT!ES

nims k) irssisl conrpanies in idcntilving programs nreriting thcir assistance.'lhe nrirterials containcd in olpottu itit!,\rt

ests. I slronglv.ncourage intr'restcrl cornpani!'s to mrkc tlircct contact rvith tlrc !rr()grarns contJincd hcre, so that eaclr lirnr
cirn revicw li,r itriclf thc' more-dctailccl nratcrials that incli!ir,iu.rl organizations cln providc.

en thc bonrls ol US-(lhina frie'nclship lrcvond the conrnrcrcial reilln] cirnrlot l)c ovrrslllcd. \\rc congrrlulntc, thc manv

companics to cxplorc nrw wirys ol-rnrking a dift'erencc.

Robert A. Krfp
l'resident. 'l hc LIS-(ihinir [Jrrsincss (]ouncil

regarcl tr corpor lc ssistance kr itoy spccilic proiect.)

pcting in loral evcntli ycar round. Shilnghai rr'ill host thc :{){)7 Spccinl Oh mpics \\trrltl Summcr (innres. onc of the tvorld's
preenrincnt evcnls highlighting rhc gifts,rod potcntial ol fcopk witlr mcnttl rctilrdrtion. \\'ritt('n inlo golernnrent polial'
and partncrt'cl rvith tht'country's largcst disability gft)up, the (:hinn Disirblcd l'crson's lrcderati{)n, Spc.inl ()lynrpics (ihina is

well oo its way kr cxpirndiog its prrrrrotion oI voluntcc'risnr, ctlucation, ancl hcalth scrccning ellirrts ls it works to reach a

goal of 500,000 .rthlctes by 2005.

Conlacl inlormation Kirk Milcs, dircctor, Flxternal Affairs
Special Olvnrpics E;rst Asia Chinesc Prrgranrs
13706 \A'est 76th (iircle

Lenexa, Ks 66216
Tel: 9l.l 26ti-5.ltt4 !l mail: kmiles(rspe'cialolympics.org
wwr.sPcLidILJly 1ltit's.otg wttw.spctiololyt Pics.otg.ctt

lrS lnstitution:
Chinese lnstitutioll:

Proiect Desc.iption:

US lnstitution:
Chinese lnstitution:

Proiect Doscription:

Special 0lympics. lnc.
Special 0lympics East Asia Chincs8 Programs

Special 0lympics' mission is to provide year-round spods training and athletic competition in a variety ol
0lympic-typo spons lor individuEls with mental .etardation.

US-China Environmental Fund {USCEF)
Wolong (Giant Panda) Nature Res€rve Administralion, Sichuan
The Giant Pandas ol Wol0ng: oonations lor panda educational sxhibits and

investmonls lor a sustainable development model

tions of c.rptilc .rnrl rvild Gilnt l']untlas in the s,orld, thc l\lrlong Nnturr Re$rrc is rccognized in (.hina anti arotrnd the globc

On tlris occasion, LIS(l!,F will prcscnt .rl intcBrltcd ol.rstrr plrn firr Wrrlong's hreeding, cr'nter, locntcd irt thc helrt of thc
nnture rcscrvc. l'hc Stnte Forestry A(inrinistrntion, which ovcrsccs thc rescrvc, jusl grarrlcd Wolong $500,(xx) t() rcplacc old

opportunitics.rssocilted rvith c()nscr(ing tlre Giant I'anria, Plcasr.ontirct LiS(ll:[:.
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Contact lnlormation: Marc Brody, president
US-China Environmental Fund
3422 Kelliher Road
Mount Horeb, Wisconsin 53572
Tel;608-767-388tt Fax:608-767-3887 E-nrail;brody@usceforg
www.uscef.org

USCEF's Ilcijing Offcc: Ms. Rosic Yu, director, Stewardship Education
Tel: 86- l0-Ul l9- ltltl{t Fax: 86- l0-65{i5 - 1t600 E-mail: rosieyuCtrusct'l'.or11.cn

US lnstitution: US-China Enviroomental Fund (USCEFI

Chinese lnslitution: Municipal Education Conmissions and Environmental Proteclion Bureaus
P.oiect Description: Thsstor lor Ervironmental Awsreness: Promoting anvircnmontal sw8rsness through the porlolmsnco a s

nredir .rttention. I he l hcirtcr tirr Lnlironnr.ntal Awarcncss ('l llA ) has a tu'o-step process to help Chinese voulh exprcss

tcaching nrclhods.

tlnding |crtirrnrances and bl lirnding'l tiA ccrtilied traincrs t'irr alier school Progranrs. 
'l FlA activities can also hc targetccl

l() \pe.ifi. gcoSrnphic arc'as or lircus on .mplovee tr,rining (to strcngthen leadership qualities or tcrm-building cxcrcis.s).

cvcnts. lirr further information plc.r:,c crrntact US(iEL

Contact lnlormation: Marc Brody, president
US-China Environmental Fund
3422 Kelliher Road
Mount Horeb, Wisconsin, 53572
Tel:608-767-l88tt Fa*608-767-3887 E-mail:brody@usceflorg
www,uscef.0ry

L.tS(il|'s llcijing t)thcc: Ir.1s. Ilosic Yrr, clirc.tor, Stervardship [:dLr..rti()n
]i'l: tl6-10 ul.l9 l8tt8 ljaxr 66 l0 65115'tl6(x) E-mdil: rosie\,u(,)usc.l.org.co

Chinese lnstitution: Golden Koy R8sssrch Center ol Education for the Visually lmpairod
Proiect 0escriplion: To provide 0ducation lor blind childron in China to onable thom to suppon themselves ss adults

ttrchers rtr th.rt blind childrcn e.rn cnr,rll in thcir krt.rl villrqc schools antl studl in thc slnrc cllsr.rs sightcd childr.'n. lhc

hlindchi rcrr. ll .rlso rr)nsn rch.rhilit.rtioo ccnlerin lri ijn,Shrndong,tirradrrltsuhohirv(l()sltheirsight.

'lhc (ioltlcn Kcy (ientcr sceks tirndirrg to crtend succcsslirl nrrxlcls dcvclopcd in (;urngxi and lnncr Mongolia to othcr west-

nw.lrancss. (;olden Kev rcccives nr: govcrnnrc'nt flncling.

Xu Bailun, director, Golden Key Research Oenter
of Education for the Visually lnrpaired
-13- l- l0l En li Li
Haidian t)istrict
Bei.iing, PII(l |00036
Tel/Fax: 86-10-ltttl2 2497 E-mail: goldkey(npublic.bta.net.cn

Contact lnlormation

THE CHINA EUSriVfSS EEylEW J|tly-August 2OO3



Chinese lnstitution: Stsrs 8nd Bain Education lnstitute lor Autism {St8rs and Eain)
P,oiect Descriptionr Severe acute respiratory syndrome ISARS) emsrgency support

'lhc SAIIS virus inlli(tcd hL'tv),dilntage on St.rrs rnd llain. The'school h.d to shut in April whcn ao inlerrt resclrcher was

inli,cted. Fearing the' spre.ld of SAIIS, Strrs irntl ll.rin canceled the ric\t scnrcst.r, $'hich more lhln 50 hnrilics rvcre PIinnitlg
to nttcnd. llcciusc ol rl'rc c.rnccllltion, Stars anri Rlin rrill lose l quartcr ol its inconrc in 1003.-[ht scho<rl rlcPcnds crn a

conrbinition trf li'cs lntl clonations and hrs n1) n(.css to govr,rnmcnt lirtcling. (ihirr.'se larrrilies with disablcd children hltc

sources.

Contact inlormation: Tian Huiping, director
Stars and Rain Education lnstitute for Autism
l)ongxu Xncun 4 Qu No.57
(:haoyang District
Beiiing, China 100024
'Iel: 86- I0-6589-6100 Fax: 86- l0-6589-495 I E-tnail: tianhP@autismchina.org
tvr|w, a u t i s ma hifi d. o tg
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Chinese lnstitution: Sheng Gu Iemple Restoralion Foundation
Proiect Description: Bostoration ol shsng Gu Tcmplo in Aoping County, Hsboi

lcrnple to sl()rc nrrrnrrrnition, hrrrnr'r.1 lhc enlirc c()n)pla\ l{) th!- Sround.

l he organization is uniqLrc io th.rt it is thc lirst to unite (lhinesc .itircns nn(l lirreigncrs loucthcr Io rcsl()rc J site of Chinese

br' arrangctl by corrtlcting th.' or!3ni/iltion (lircctl\'.

Contacl inrormalion: Ktrry Holahan, project manager
Sheng Gu Temple Restoration Foundation
l0 t-ang Iia Yuan, [ist 5th Floor
lianguomenwai Daiie
Bcijing, China 100022

Tel: 86- 10-6568-2990 Fax: 86- 10-6568-2995 E-mail: temPle@shenggu.orB
rv'trw.shcng9'u.or8
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Evolving Opportunities,
Ghallenges & Risks
22-24 September,2003
Shangri-La Pudong
Shanghai, China

{f: Learn from trade exports at Bank of China, MOFCOM, Deutsche Bank,
China Development Bank & others

Gase-study presentations will be made on:
The key challenges for Chinese exporters

) How trado finance can help exporters build their business
) Factoring and forfaiting
) Trade opportunities between China and Taiwan
) lnternet banking and the de-materialisation of paper processes
) Domestic cr€dit insurance in China

Two separately bookable
post-conference workshops

Workshop A: Credlt lnBurance for
the Chlnose trade and export market

Workshop B: Wai6house recelpt
flnanclng: applicatlons for Chlna

Sponsorad by

@ l@e& a-,( art<grouii :
'JeMorg"rt

Media Partners Researched by

FinanceAsia rRAD[f0RFArl,|l!.0

Conference + Workshop
lam interested in attending the conference/workshop
Please send me the programme

Sponsorship
lwould like to explore the opportunities for sponsorship
Please contact me immediately

Address

contacr Lim Lay Ean at Tel: +65 62383747 Email: Lelim@arkgroupasia.com Fax: +65 67355351
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Organised by Parlner

EANK OF CHINA

THE ASIAN BANKER CIIIIAE.ISI\ESS

Namo

Job Title
Organisation Pos tcode

Phone

Fax

E.mail
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establish the people's

right to know

Jamie P. Horsley

hina's ioiti.tl retiecn.c in sh.rring inlitrnutiott ithoul ll)r r'cvtrc ilctll( r(\Pir.lt,'rr \\ll_
dtrrrrc 15.\RS) cpirlcnric highlighrcrl rno.'thc ittllure ,rt'sccrccv thrt h.rs lirl centurics
shroudctl the (.hin(sc \lnlc.rn(i \lrlc-h!l(l inlirrnrirtion lirrnt nol onlt lhc \rrrlci btrt it.

rxrn pcoplc.r' rlcll.5turrg ll slrong r.irtncstic nnd intcrnxti()ndl criticisrr. thc.cnlrrl sot'r:rn'
rrrcl]t ultirrrirtcly dirc(lcd !,ovcrnnrcnts.rt all lcvcls t(r rclx)rl itrli)rtrrrtion on Sr\ltS.tccuralcll-,
hontstlv,.rncl irr a tirrrllv ntarncr, thrc.rtcnirtg harsh pLrnishrtrcnt lirr clcllv or ctrvcr_up.

t he S,\RS cpisotle i:' phr inc out ,rF.rirr\l th. b.ril'rlrrrp ot .r nr()\'.rl1.11l li)r !,rc.tlcr oPCnrrc\\

iD llovrrnnrcr)t llllir'..rinr,,rl rt supprrlting (ihin.r'. ce,rnonrit (lc!cloplrlriot tlrire, hclping curlr
olijcial corruIt ion, anrl pl,r'iding .r salctv valvc to Liiss;rt isticd cil izcns rr ho incr ea'inglv clcnt.rntl

rrrorc.recourtrtrility lirrnr govcrnrrrcnl at .rll lcvcls. llills calling lirr ll.ttional lcgislatiol1 on gov

cnrnrant inli,rmilli()n lr.r1\pillena\ rr'cre.uhntitted t() ttvcril raae,rl .rontrirl nlcctings r,l thc

\.rtional l'e,rplc. (irrrgrcss. Inclcctl..r:eholars clrall ol n.ttion.rl rtgrrlation. l{).\tnhli\h r
(.hincs(-\t!lc 'trced(rnr ol inliInr.rtirrn' rvslcnr i: cur|crttlv lrcli,rc thc St.rtc ( rrtrneil lirr rlr icrr.

llonie.rllr, gircn its subic,.t rrraltcr', thc dr.rli'r spceili,, er:rllctrl is \lill not rsiclull krrox'n .tnd hrrs

hccn circul.rtcd onlv l() srlcalc(i schrrlulr und qovcrnrl)(tlt agcncits lirr conrnrcnl-

Guangzhou leads the way
Nle.r)rIhil., th. (iuillrg,,lroLr nrurrieipal g1)r'crnnrenl tnadc hisL,,t'v hv pirrnccrirrg tltc lir't 1,.'g

isl.rtiolt .rinrirrg trr irrstitrrtiorrllizc q()vcrnnlcnt t[lr)sl)xrclr.\'ort.r rrirle r.rr]!,(,,1 nrrll(r\
llrc.tkirrg tltt (.hincsa irrrfcrirl artJ irei.tlirt tr.tditiorlt rrl'{otcrttnicl)t \c!raa\. thc ( itr.tnqzhoLr

\ lLrnicip.rl I'r'or rsioor ()r1 ( )lcn (;()\ rtnrrrtnt lnli )rtD.rli(rn 1 thc prrx rsioor ) est.rl)lrrh .t Irc\lrnrl-
ti(rn thrl So\(rnnrcrrt lreltl inlirrnratior 'houltl [rc pLrhlit, nrakirtg rt,rttrlis.[,strr'. lhe e\.cl]li(rl)
r.tthcr lltnlt tlte norrn. NIrrr'covcr. thc plLrr isions .lll rrrt the grrverntttenl to rclcirse rlrllls rrl Poli
eics rnr.l rcqul.rtron:, lirr puhlir inpLrt irelirrc thcv rre lirr.rlizc.l .rrttl irttplcnrettte,.l.

July-August 2OO3 ftlE CHINA BUsltlEss BEvlEw

Jamio P. Ho]slcy
is associate director of The China Law Center and senior research scholar and lecturer'
in-law at the Yale Law School. Sho lived and worked in China for 15 years as a lawyer.

diplomat, and corporate executive and has wriften and Iectured extensively on legal and

othsr developments in China.
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'Ihe (lhincse govcrnnrcnt h.rs long bccrr thc

f rinrnrv rcl)():'itorv, pr'<rtluccr, artd lrrrblishcr ol.tll
kirrtls ol inlirrnrirtiorr relnting to sociiil, cconorrl-
ie, ind polilical aflairs. ln rccent ycnrs, ns pdrl ol
r Llrivc lowirrd rvhat thc ( lhincsc call "inlbrnr;rti
zation ' ( {l.E {L . rirrr,rrrr ), tw in natiorlvide pto-

!lrrn)s \{crc hunchcd lo ntitkc grx'crnnrent all'airr
nrorc ()llcn lo thc pcopl. l*.r/)|1I , :ll[' stt'rr

.qorr.qlai) .rntl to builtl "c'grrvcrnnrcnt" ncttvorks
un(l('r u.hich governorcnl lScocic\ nt thc ccntr.rl
,rrr,l l,".rl l.v,l. w,,rrlJ nt.tkr' .lrr e\cr-loirr:irin!.
nnlour)l ()l- inlbrnralirrn avlilirhlc, and provirlc
ildnri islrJti\,c serviaes, ()n thc lnlcrn!,t.'lhcsa
proiccls hlve nrirdc !l()\'ernnrcrrl orolc rrpen-il'
not nca(\sirrilv nrorc account.rblc' to ordinirl'
(lhinesc citizcns. (llrin.is .r)nlnritrncnts undrr il\
\\irrld liatlt' Organizntion ( \\' l () ) entrv ngr.c'
nlcrrl rlso rcrluire thc (()ontry l() nlirkc trJdc-
rclltcrl rulcs and requircnrcnts lrdnspnrent.

llut (lhina lacks lcgislirtion ir lhc arca ol'So\'-
crnnrcrll lrJnsparencv lrntl ckres not providc clcar
lv lirr inlirrnration righls. F.fti)rts to pr(nn()1.
grcirl.r lrrn\pnrencl trntlcr thc pro{rnnrs nlcn
tioncd abovc hlvc mct n'ilh n() snllll dcgrc('{rl
rcsistinac lronr oflicinls .lacuslonrcd lo !t,orkinq
bchind ir shicld of sccrccy. Stirtistics indicalc th.tt
sonrc lJO pcrcent of all inlirrrrratirrn is hclel by thc
govcronrcnt itnd thnt [l()st (]l_ it is trcirlcd ils norl

Public, thrrs inrpccling eeorrrrnrie dcvclopnrcnl.
(lhincsc schollrs point ()ul lhlt inrccc'ssibilitv to
rclcr'.rnl govcrrrrncnt hclcl inlirrrnation hls lcd to
.(r,l|r,llli( Lr\\.\ .lll(l r]ti\Jll((.llldr)s, (()rrulitr,,rr,

.rn.l ti.rtr.l, .r. rvcll r' p,,liiv.rcl.llc(l (rtn\tr.rirrts.
tlisting lcgishtion, sueh ls lltc l9tl8 Ln$r oll
( ;uirr(ling Sl.tc Secrots, cnrphasizcs conliclcntialily
.rrrrl rr'tIr'.y. rr,rl dis,:Ir:rrc ol l'rrhlit irtf(lrrnitti,,rt.

(iurngzhou rvls onc ol-lhc first jr.rrisclictionr

t() cnrhr.icc thc policv oI nr.rking llovcn]rr)ctrl
atirrir:' PLrblic,:rnd undcrt(x)k crpcrinrents in thc
lJtc l9t10s xnd:rdoplctl trill nrcrsLrrcs in 1991. lir
(r' lflr \vrth \\ lt ) r((luir(rnc l\.tn(l lo g.ritr c!(rr
Brcirtcr ldnrinistrdtivc cllicicncics fl'om enhrnccrl
lrrnspilrcncv, thc (iurnllzhou nrunicipal govcrn-
nrcnt tjccidcd to [i)rn]ulirlc gr)vcrrrnerll inli)rnrn'
tion tliselosurc lcgislition lhrl \!()(!ld standrrLli,,c
nrunicip.rl practicc.tnd rxisc lhc \t.lndards li)r
conrpli.rncc. l)raftccl rvith th. nssi\lancc of s.hol
.rrs lionl (iunogzhou's lhongshln flnilersitv lnti
lnking naa()unl of intarnrliorrxl c\pcricnce, thc
(iuirngrh()u govcrnnrcnl .rrrnotrnectl the provi-
sions to grcirt publi( [Inlirrc on ()ctobcr ,]0, 1001.

I hcv trxrk cllcct on lnnunr,f l, l(x)-].

New information rights
Ihc prolisions cont.rin trro lirncl.rrrrentll irnci

rr,'rrl i,l,.irr: th:rt (.hirrcs. Fo\(nlnr(nt .lS(rrrr(\
h.tvc itn obligation lo dissc|]liniltc ilr.rtonritticitll,v,

.rrrtl tlisehsc upon rcqucsl, nrosl ol-the inlirrnra
tion lhxl thcy lrold arrrl thirt ( lhincsc citizcns lrrvc
.r riqhl tr, .tc.c'. .uilt inli,rnt.ttion. I h.' Irr,,r i'i,rrr.
ruinr t() protc.t thc "right to know" (*lilfl,

The Guangzhou

Mrrnicipal Prorvisiions

on Opelr Gor,ernment

lnforrllat:on

establish a

Presrr.Trlrti.rn that
goveTrrfrlefit-held

anforrrration srhould

lre prrblac, ]rlaking

nondisclosure the

exception rather

than the norrtr-

sions stipulatc, th.rt g()vcrnrncnt inli)rnralion shnll
in principlc bc nracle l,uhlic, uith nolttlisclosurc
onlv in rxccplionitl cascs. Ihis principlc ol opcn-
ncts revcrses p.rst lrlatiac, undcr rvhich govcrn-
nrcnt ngen.ic:i ic.rLruslv gutrdt'rl inlirrnration
.rbout their firnctions, sta11, erpcnditLrrcs, lnd
Progrims, as wcll ils nrrnv ol their policics, rcgrr-

lal ions, ancl dccisions, as "stirlc sccrcls."
Nloreovcr, thc S,ovrrnnlcnl nrust nrlkc sucl't

inlirrnration atrillblc tict, of ch;r6le. |vcn lirr
cignt'rs are entitlcd rrndcr thc prrrvisions lo itcccts

F(r\(rnrnenl intirrttt.rtiort. rubieet li' .! r( ( il'ri,L ilt
ahus('.

'l he provisions tlivcrgc frrrm conrparxt)lc US

Icgislation by tlescrihing in dctail possihly to
tlrivc honre thc poinl thc catcgorirs of inlirr-
n).llr(,n lhirl I hc S(r\ crrlrrt(nl n)tr\l di\\cr)r irrnl( r,r)

ils own initiative and in thc ordinrrv crxrrse ol'
nranaging or providing, public serviccs. lhis kincl
ol inlirrnration inclrrdcs what is callcd "govtr-
nrntc-rclated" infirrnrilti()n such as dc'vclopnrcnt
plarrs, rules, antl rcgulalions; the linctionr antl
strLrclurc ofgovcrnrrcnl agcncies and thc rcsolu
li{)n ()f rnnjor cvcnls; tinancial mallcrs srr(h as

budget infornriltio .rntl laovernnrcnl cxpcnscst
g(rr'crnnrent pcrsonncl rclalcd infornralion; antl
.tdnrinistrirtive Irocadurcs. (irnrparetl to the clavs

rr'hc'n (lhinir lirst 'rr1,cnt'ri rrp' in thc clrly
lql{ :\-rvhen 0rtc c,'rrltl nul,rlrt.rirt .rrr,'rE.rrriz,r-
tion chlrt oIan.rgcncy, lct alonc a dcscription ol'
what vartrus dcpnrtnrcnls rlirl, the narrcs arrcl

tclephone nunrbcrs ol stali, or copics ol l:tws.tnrl
re8ul.rti,,rrr irr rllict thc (rrrr(nl ()l)crrl.\s irr

g()\'crnnrent infi)nnirtion available onlinc anrl llrc
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:hrtlittyrytart) ol inrliviLitr.rls .rnLl

organizations. lhcy rclir to indi
viduals and orgirnizations irs "pcr-
sons rvith thc right lo acccss'
( ,\FE+rl-r', .qorr.qlai iparrirrt rr)

.rrrtl rclcr to all locls ol govcrn
nr(nt and its firr.ti{)nrl dcp.rrt-
nlcnls it0d orgJni/Jl ions thnt
arrr), ()ut adminislrillivc polvcrs
.rs "pcrsons with thc ol)lig.rlion to
rnakc public" (',llt{ f,\ ,.qrrrr.gfrai
yiu,rrn,rr ). 

'l hc provisiorrs cstablish

unprcccdcntcd rig,hts lnrl obliga-
tions in the nr!'J ol'rlccr\s t() gov
errrrrcnt intirrnration.

''(;(rvcrnrrrent inlirrnr.rtion"
crrvcrcd bl thc pr'ovisions nreans

irrlirrnration nradc, ohtlincd, or

l,ossessccl by all lcvcls ol govcrn-
nrcnt xnd its functional de'f'art
rrraols and rclalc(l ()rSiln i/irtions
irt lhc course ol nlrnaging or
providing prrhlic scrviccs. It is

ru n clc:r r rvhcthcr this tlclinition
aovcrs ('vcr-y irgrncf inclutling,
liu cxanrple, thc Ministry of
I)rrhlic Secrrrity irrtrl the l'cr:plc's
( irurts. Nonethclcss, llrc prrrvi



ldclitionirl disclosurc rcquircnrenls of
thc provisions irc nothing short of
rcvolutionary,

'lhc provisions also rcquire agen

cics lo notitv pcrsons in lrlvlncc, and
alicr l decision is nr.rrle. ol .rclnrinis
trirtivc rali()ns c()ncarning, thosc pcr-
sons in plrticular. 'lhc notice' nrust
inelrrr.ic tlrc namc ol lhc agcrlcv con-
.crnr'di the proccdrrrrs, lrlsis, and
rrasons lirr rrakirrg Ihc dccision; thc
tlccision itsclf-; antl lhe nrcans and
tinrc period during u'hich thr'pcrson
(.ll tnk. rc,n!'dial ir.tion, il llcsircd.

,\s ti)r other tvpe\ ol inli)ror.lion
()r inli)rnrntion that shoulcl havc trccn

tliscloscd in thc ordinarv course of
nr:rnirgirrg or providing public scr
vices l)ut was nol, citizcns crn Iilc
rcc;ucsts lirr disclrsruc. lhl rclcvant
q()venlntcnl agcncv nrusl nornlilllv
conrplv rvithin li--10 l)usinrss dir\':',

dcpcntling on thc l!|c ot'inlirrnra-
tion inrrr[cd. Onc (iu.rnguhou ofh
.inl illustratcd the utilitv ol this
r'crlucsl proct'drrrc, nolirB lh t oranv
(;uilntzhou citircns nr. now lruying
horncs and want to know th( (lcvcl-
opnrcnl plJns for vJri{)u\ (lirilricls in
lhc cilv whcrc thcr xrc aontcrillirt-
in!,.r pur(hnsr'. Llndcr thc prolisions,
thcr' .ln ask l() s.r lh.\r arrrl. il the

tion,.rntl thc catch-all catcgorics of inlirrmation
rchlirrg lo"social irnd lrrrblic irrtcrcsts"ancl'irthcr
govcnlnrcDl inlirrmation prohihilcd liolrr being
nradc prrhlic hy law or rcgulation." Onc goal of
intcrn.rtion.rl lcgislation in this lrcr is to spt'cili
I\ lrc(i\cl\' .rs po'.iblc lh( \\,)lc ,)l- Ir((c{\.rrv
.\acpli()n\ l() lhc rulc ()l (,|(nIl('sJ, so iis k) pre'
\,rnl lhcnr lionr beconring hu8,c loopholcs for
g()\'crnnr('rl nondisclosurc. In (.h io.r, thc concept
of a "conrnrcrcial sccrel" has lrccrt unclcr dcvclop-
rncrl li'r scvcr.tl yc.lr\. rllhouFh lhc frc(i5d (,rn-
t()urs irrc rr()t yct rvcll tlclinctl. lltrl notions of
incliviclull priv.rc,v or thc frotcclion of personal
rl.rt.r. rr,rrrhr'ru.lcarh r'rl,rc..t,l irr l.rw, r, nrrirr t,r
bc llcshcrl out (s.. 1ik,(-llR, luly Augusl l(x)1.

1,.lr.l, rrr(l ll)(. (l(l.rrrrin.rlrorr,,1 \h.rl ((,n)lilulcs
ir "\l.tl( \((r(l ir r.'l.rtirc'lr lrr,r.ttl trntlcr eri'trnE
lcgislation irnd prrcti.c. l)Lrl)li. hcirllh inftrrnra-
tiort-itt.ltrJin$ inli,trnirti,'rt .rlnrrt tlisc.tsc. n,'l
ycl lisltd is n contxgion thrt shorrld bc
.rnnourtectl to thc puhlic-is, Iirr c)iilrrplc, trcat-
cd .rs .r slatc sccrel untlcr cxisting [,gislation.
(lcrtrinlr, thc ..rtr-gorv ()l- "roeial antl publie
inlercsts also btgs firr clariliratir:n-

Public participation in
decisionrna king

Anothcr nrnior innovali('rr ol thc provisions is

lh.ll ol'.rrlrl,)url(rnB'rrr.rllcr\ .llli(lrnE ||nf(rrlirrl
intcrcsls ol incli\.idLr,rls ()r orgnni^ti()ns or th!l
h.rvc l nrljor social inllucncc" hclirrc tht'1' .rrc
tlnllizli irntl irrplcnrcntctl lirr public input.
'l'h<rugh thr, tcxt of thc irrliclc i\ unclc'nr on this

|oint, .onrrneot ry atror.rl it hy ollicials irrvolvcd
in clruliirrg thc provisions suggcsts lhnt the "nrat
ters intlurlc tirafl rrrlcs .rs wcll :rs policics rnrl
adnrinistrat ivc tlt'cisions. 'lhc rcsponsib[' gov
crnnrcrrl dcprrtnrent i\ to l)ul)licizr thc proposcd
rcgLrlation, l,olier', or ,.lccision arrcl ils iLrsti6c,rtion
anel nrakc thc linal dccision onlr .rlicr sceking
"sullicicnt" public opinion antl rtiiusting the 1,ro
prrs.rl as.r1.1rropri11q. l h( (.rr(ull..rll.rirr, is rcvr).
Itrtirrnary, lrut conli)rnrs l() rccr'nt Chincs!'
(i)rtrnrunist l).rrtv cirlls lirr greatcr frublic lrartici-
p.rtion i gorernmcnt irli.lir\. i!losl ol the nrcdi.r
r(l\trt\ on thc I'ronruk.rtit'rr ol thc prrrrisilrr.
l,riri\. thir.lrti(lc, irrlicil,iling th.rt it rl'ill pernrit
"ortlin.rrv pcr4'ltJ' to |.rrlicifirtc in govcrnmcnt
ciccisionnrlking rnd nrakc Bovcrnlnce n1()rc
(rrnsPnrcnl and clenrocrat i..

S1rc,:ilic proccdrrrcs on horr'lo inrllcnrcnt xn
advarrcc cliscIrsrrrc svstun, whi!h nright includc
rr,rtirr' .rrrrl .,,rrrr:rr'nt frrr.crlrrr.s. .rtlr isorr .rrnr-
ulittccs, ln(l puhlic hc.lrirrg\ rr'hcn calletl firr,
nce(l to l)c rr'orkcd orrt- (iulngzhorr nright rvcll
look to thc cranrple scl bl lhc Shnntou nrunicipnl
govcrnnrcrll, .rlso in (iuangdong, whirh pub-
lishcd its clr-.rli ()pen (;ovcrnnrcnt lnfi)rnrntion
(O(ll) l)rovisions rrn its wcbsitc [irr prrblic i!1ptrt.

l)rrring l corrtnrcnt pcriod ol l{ ditvs, contments
cotrkl br clircetcd cithrr to thc rpciilicd Shrntou

Exceptions
'Ihc prorisiorrs r,cl li)rlh sonrc gcncrnl cnlc

gorias (,1-inli)nnxtioo thal :rrc rr()t srrbject to clis-

closurc, ilclrrdirrg privatc inlirrnration abolrt
indivitluals. conrnrercill sccrcls, \lntc srarcts.
inlirrnration rcS.lrdir)q mrttcrs llodcr Ll.lil)cr.r-
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This principle of

opefirress fevetses
past practice, rrndef

r rhich goverfi3lrent

age]lcaes iealously
guarded information

alrout their

f unctions, staff,

er(penditures, afial

trfargfafns, as rirell as

rraatttT of their
policies, regrrlations,

anal decisiorls, as

"state secrets-"

tlovcllrnrc t.rg('rr(! r!'fuscs to conrplr" lhcv can

lurn t{) the c{)urls f()r cnfirrccrncnl or scek

adminislrirtivc rcc()nsiderdli()n.
'Ihc provisions lirrthcr cstablish itnothcr new

right: thc right ol nn! pcrson to s(c inli)rnrllion
conccrning hinrscll or herscll-thxt .r gr)vcrnn)cnl
rEcrrr! |(,\\c\\(\,.1\ scll .r,' tr' rerlrrcsl Lorr((li(,rr
ol anv errors or irt.tccurlcies in such inlirrnration.
lndivitlu.rls havc not lrarl the right lo revic\\ thcir
pcrs,'nrrcl iilc.. ti'r cxirttplt'. llris ri6ht i' irnp,'r-
tirnl to hclp cstablish the conccpt ol'nnd to pro
lect pri\'.r.1, rights.'lhc abilitl, lo.orrc(l pcrson-
ncl 6[ inlirlnrltiorr conrIilecl bv rrovcrnmcnt
crttfl,,t'crr i. irrirt.r.irrg,lr inrltr'rl,lrll .r\ r rlr/crr\
scck lrr ch.rnBt irrlTs .tnd as (ihin.r bcgins to estab-
lish a crcdit rcl{)rting s}'slcnr that applics to coo-
sunrcrs as rvell .r:' t() a(nlrpini(s. Llnl()rlun.lt!'ly,
thc provisions rk, not spell oul tinrc Pcriods li)r
corrcction or spciilic rcnrcdics if thc H()vcrnnrcnt
lgency tlrrcs rr()l corrrplv rvith thl rc<]r.rcst.

Noncthclcss, lhc lcrv lrliculation ol this right is

iln iorp()rlJnl l.rntlnrark.



othcirl at n givcn ir(idress or by c m.ril. Shnnt()Lr

prornulgatctl its ()(il provisi()ns, lvhi,.h arc nrod-
eled generallv on thosc ol ( iulngzhou, rvith sonrc
sr.rbstantivc rcvisionr nrrdc .rlicr irritial publica'
tion on April I I, l(x)1.

lmplernenting openness
LIndcr thc ljrovisions, ".rg,cncics in chrrgr' ol

openrr.'ss i qovllrnnlcnl nllirir''' irrrplcrrt!'nt thc
OGI svstcnr, and thc lcg.rl agentics an,.i supcrvi-
rorr tlt l'.r r l rtrcrt l. strperri'u irttplentcrtt.rti,'rt.
Reportedly'. the (iuangzhoLr nrr.rnicipal govcrn-
nrcnl hns li)rrDrd Jrl Opcn (i()\'crlrnlcr]l Al_litirs

t.eadcrship Snrall (irorrp (hcadcd by lhe dcputy
nrayor), thc busincss o1licc oi- rvhich is locirted
within thc nrunicip.rl govcrnnrcnt's powcr[ul
(lencral Olllcc. Prcstrnrably, this is tlrc "irgcncy in
ch.rrgc ol opcnncss in g()\'cnlnlcnt alliirs" iD
(iuangzhou. 1hc elc.rlion ot ncw, spc(inllv dcsig'
nnted ilnd r'rIp()wcrc(l ittslituli()ns, indePcnilcnt
,'l' thc lrrrrc.rrrtr.r.r h,'1.1;,,* ,,,, trli,r ol.rti,)rr. l,r
inrpltnrcnt thc provisions nright scenr a prcli'r
i[rle' apl,roi,ih it' (iuangrhou wanls to shorv it
takc\ lhcsc nc* rights.rrtd oblig.ttions stliouslr,.
8ut ncr,r aqcncics rcclrrirc adrlitional pcrsonocl
.rntl l,rr.l$. t.. .rrr,i hv rrt.rlrtg rrsl rrl errstrrrg enti-
ties, (;u.rnq/hou cor.rlcl nrovc quicklv to bcgin
pulting tlre n$r'svstcnr in plircc.

I ht' pl,rr rrir'n. 11'11qrir( th( rclc\rrtl \ul(rri\,'
rr .rgcrrii.s l,) ('rrr(lu(l I,urr,r,ii. irrrcrtit.rti,'n',
evalrrations.,rnd "clenrocratic rlrscrrssions" ot
crlxbli\lr lcl('lih()nc intl e-nrlil "hotlinc." lirr citi-
zcn comIlainls.rl)ouli nn(l pcriodicallv appraisc
anci asscss the inrplcnrrnt.rtion ol lhc O(;l \yslcnl
at vlrious lcvcls ol g{)\'crrnrcnt.

Rernedies
'lhosc who lrc Lrrrhappy with l dccision on

nlirking covcrnrDcnt inli)rnldlion public havc the
rigltl to rcrpcsL rcc()nsidcrntir)1, [)rirrg a lirwsuit,
or rcqucst c()nrpcnsnliorr in accordancc with thc
larv. Thc l,ro,isions lirrthcl stiptrl.ttc lh.1t th()st
who srrllcr ccononric irriurv bceausc a govcrn-
nlcril xgcrrcv conccrrls inlirrnrrrtirrn. providcs
lalsc inlirrnration, or rcve.rls eonrnrcreial srcrtts
()r privxtc inlirrnration eonccrning inclividulls
shoultl bc conrpcnsat.d bv thrl rgcno'.'llrc basis
firr civil rtcrrvclv prob.tl)ll ntcrls to ltt clarilietl
belirre thc corrrts rlill .retuallr'.rcce1't cascs. Sincr
(-hincsc larv does not phr,'idc firr .tnt rights to
inlirrnration, or a 'right to knrxv, (lhincsc civil
courts mir\'. il pasl cxpericncc is .trrv grride, tccl
unconrlirtatrlc dcaling rvith un.:hnrled ncw

areas of law crcltcci b1

municipll-level rulcs bclirrc
n,rti()nal lcSisl:rlion oo lhc
sr.r bject.

Tovva rd greater
openness

'I he Guangzhou pror i'
sions are an irnp()rt.rnt llrsl
stcp on the road t() ir ruli()n-
al open governnre'nt inlirr
mdtion lilw antl l broarler
sYstenr thirt r'nlP()wcrs
(lhina's citizcrrs t() pnrti.i-
pnte in the govL'rnrncc of
the'ir own lives and country.
'lhe provisions crcirlc llcr!
rights-thc "right to knorv"
and the right ol acccss to
govcrnmc11t inlirrnration.
'l'hey fnll short o[ what thc
nltional drati Otil rt'gula
ti()ns rcpoltcdlY irtle mpt to
do-create neu institutions
to cnforcc lhcsc rights, srrch

ls a chief inlirrnration olti'
ccr or infirrntltion cornnris-
si()n to o{ersee iIr1plcnrcr)tn-
tion and handle conrpl,rints

Those rflho suffer

ecorrolmic injrrry

because a got errrrnent

agenctT conceals

inforrrration, provades

false inforrnation, or

rerreals cornmercial

secrets of pf avate

inforrration

concef fiifrg individuals

should be

cotmperrsated by that

agency-

arrd l rt'gistrl ol-inli)rnrnti()n in no Jgcne\"r pos

scssioD. Ilul as L:crl lcgislatiort thc (;uJn!,rhou

Irrovisions llreatl)' llcL' n corsidcrnblc ufhill h.rt-

tlc in implenrentat ion, as ri\,idlv dcnr()r)slr.lte(l
hy th.' rc.cnt strugglr to olrt.rin rlisclrsurc ol
.lc.urate inti)rnrntion rbout SAI.lS, $ hieh is

bclieved to havc originnlcd ncar (iLrangzhou.tnrl

rvas initiall,v treatcd as i slrlc srarcl.
l'uhlii lre.rltlr iri.c' l.'.rJ r,' th(ir,'wn l).rrti.rr.

lal bllancirg of iotercst chitllcngcs iuotrntl lhe
worltl, Lrut the SARS crisis lcvcrlcrl thc dcpth ol'
tht ploblenr of llctti g (lhincse olllcirlLlorn to
sharc infirrnration tirlly anr.i in r tinrcly n1ir1ncr.
(;uirngzhoLl and (iuangclong provincial ollicials
dcservc praisc lirr having, hc rrnp|ccctirrrttr.l
prcss confi'rences to uPcl.rtc thc pul)li( nl){rul lhc
cli.r.rsc rr ithirr rl.rv.,rt iriti.rl lnror-(1fl \'( rl IJrri(
in l:etrruarr'. (iurngzhou's Pi,rnccrirrg lirst legisl.r-

li\. \l([, l,) \lr.llrllr.rrr irrgr.rrrrc,l r ullor c , !l' \((r( .

cv llso mcrits prlisc. lt ir inrportirnt irr.rnd ol'
it.cll ,rnJ. in ,r ((,rrltrv r\'h( r( l,r.'.rl r'rl,erirrrcrtl.r
tion is olien thc prccursor lo nJtion.rl lcgirlation,
suqgr'sls lhnt tha ccnlrnl 8()\'cntnlcrrt nlir\ \v('ll
soon firllorr. ';-
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A global

engineering and

manufacturing

company sets out

to clean and move

China's water

Paula M. Miller

--' lobal engineering and manuficturing company lTl lndustries, Inc., produces(r 
fl ::;ru; ::ilfl ff ff 'ix,[*il'#,]','i'x ;H :',tr;:"T'* il;i:ff ,,;',fr:ll:f

China to the country\ development goals-particularly regarding water management.

ITT'S long history in China
I-[l was lbuoded in l9]0 as th!'lclcconrnrunicitlions compaDt-, Inlernational T.'lcphone

and Tclcgraph. The cornpanv gradrrally t'rpandcd its busincss irllo the insurance, hotel, nnd
nlanufacturing sectors until 1995 whcn the.onrpin) split up and crcated ITT lndustries,
rvhich is the legal successor to thc originnl II ll ln 2002 the company, rvhich is headquar-
tered in \Vhite Plains, Nov Yrrk, had gkrtr.rl salcs o{ S-1.9 billion rntl cmployed 18,000 peo-
ple.lirdav, the cornpany is nradc up oI lirur nrain rlivisions: tluid tcchnokrgv (39 pcrcent of
rcvcnue), defense electronics rnd sc'rvices (10 ll('rccnt), moti()n and llorv control (19 per-
cent), and electronic conlponcnts (l: pcrccnt). l'l'l lndustrics is the n'orld's largesl pump
rrrakcr-producing systt'ms and scrviccs to rrrovt'and crrntrol rvater and other tluids.

Il'T's presenct, in China datcs l)ack to l92u whcn thc comPany established the coun-
tr),'s 6rst maior telt'conrnrunicirtions cxchangc s,vstcnr. li)ddy, IIT Industries has roughly
7,500 employccs in chinn with J totnl irtvcslnlcnt of rnorc than $100 nrillion, nraking
China one of I'I T's major manufacturing bascs. 'l hc company anages its investrnents il
China through a Bcijing holding ,:ompany artd has l0 f.t(ilitics in cight citir:s: Nrnjing rrnd

Nantong, Iiangsu; Slranghri; Sht'nyirng, Liaoning; Shc'nzhen; 'lianjin; Xiarnen, Fujian; and
Zhenjiang, Iiangsu ( .ecc p.45).

"Ohina is very strategic to I I'l 's lirturc, lnd our products lnd serviccs 6t the PRC gov-
crnnrent's developmcnt plans well," rcnritlkcd Mtrk Stcclc, prcsidcnt of IT'f lndustrics-
(ihina, referring to thc conlpany's wntcr an(l lvastcwiltcr punrp systerns and electronic
conrponents. To pursuc thcsc opportuuilirs ancl cxparrcl its positioo as a key supplicr to
thc China market, I'l"l coltinucr lo nrovc producti()n lincs lronr North America and llu-
roPe to China. The conrpanv is also divcrsil,ving fionr nrirrtrtacturin6l tradilional punrps to
producing s),stenls lhdt not onlv funrp willer, but itlso clc.ln ilnd trcat il.
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l'I ITT lndustries
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It's in the vvater
Roughly seventy percent of (lhin.l's populltion still livcs in the counrryside and needs

water management systems firr agriculture and daily lifc. fhomas R. Martin, IT'I Indus-
tries senior vice president and dircck)r of corporatc relalions says, "China includes water
managenrent as a top devel(T)mcrrtal priorit)'. I'hc PRC governnrent rccognizes the con-
nection between development, public hcalth, and safe rvater. Many people don't realize
that unsafe drinking water is a global problcnr ancl is nol conhrred to less-developed coun-
tries. Each year roughly 2.2 million ptr4rlc dic of watcr-related diseases worldwide, the
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maiority children under five. Globally, one-half
of all people don't have access k) clcan watcr, and
the vast maiority of these are in Asia. Although
Asia accounts for roughly 60 percent of the
global population, it has less than 40 percent of
the world's usable water supply."

ln China. ITT manufactures lwo rndin lypes
of fluid technology products: pumps (which can
involve water, sewage, irrigation, and drainage)
and filtration systems used in the treatment of
water and wastewater. Steele adds, 'A lot of the
pumps we manufacture are made with new,
high-level technology that have added value by
using less energy to operate. Our pump solutions
can reduce the cost ofpumping by as much as 40
percent, saving our customers nroney in the long
term. Although China's wastewatcr markct is

fragmented, with roughly 80 percent of the na
tion's pumps supplied by indigenous manufac-
turers, l'l T is one of the largest pump manufac-
turers...and is well positioned to address the
country's future requirements."

Il"I's custonrers in China are frequently cities
an<'l project-based corporations working on nra-
jor government infrastructurc projccts such as

the'lhree Gorges l)am, the South-North water
diversion project, and the country's nurnerous
wastewater initiatives. l1'l"s Goulds pun'rps are
installed in the Three Corges Dam, and the conr-
pany's Flygt, Lowara, and Goulds products are
being positioned fbr projects tied to the 2008
Olympics in Beijing. (lTT's Flygt Division built
an artificial white water course for the 2000
C)lynrpics in Sydney, Australia.)

A.n investment in people
I'l"l 's largely (lhinese stnll is helping (lhina

hLrild its inf'rirstru.turc through thc comfanv's

pump systems and electronic components.
"Pcoplc are our strength. By providing employ-
res wilh training and leadership opportunities,
our organization ultimately becomes rich in tai-
ent, especially when employees stay on board for
krng-tcrm carec'rs," Steele remarked.

Steele who in his spare time has climbcd to
the Mount Everest base camp, skied to the North
Pole, and completed a six-day, 150 mile
marathon through the Sahara desert-worked in
ITT's Hong Kong-based electronic components
group fbr nine years before moving to his Shang-
hai post in Novenber 2002. As ITT Industries'
China president, Steele focuses on government
and legislative affairs, corporate developnrent,
internal systems, and management develop-
ment-r,hich includes training ITT's China
rvorkforce on the company's key management
disciplines, including its Value-llased Six Sigma
{VBS5J certification progranr. VBSS ir.r m.rn-
agerncnt dis.ipline that encourages employees to
rvork efficiently, focus on quality, and learn to
solve protrlems ultimately, Steele asserts, creat-
ing internal expertise and improving value lir
customers-

ll I lnJustries introdutcd itr exterr'ive rrirrc.
nlonth VBSS certificati(nr pro8ram in 2000. 1he
program operates under a black belt hicrar-
chy-with "champion" as the highest ranking,
followed by trlack belts and grcen belts. The
program also integrates elements of the com-
pany's Valuc-Bascd Managenrent Program,
rvhich goes beyond cost to assess overall project
value.

Steele said he' is confident that I'f l's long-
standing presencc in China and thc corrpany's
manufacturing "footprint" ilnd talented work-
force rvill enable l'l"l'to contribute successtully
to Chinl's dcvelopmcrlt. i

Chinese Students
Compete for
Water Prize

Chinese students will par-

ticipate in the ITT-sponsored

Stockholm Junior Wate. Prize
(SJWP) for the firsttime in

2003. The SJWP is an interna-

tional youth award for water-

scienc e research proiects.

The competition. sdministered

by the Stockholm lnternational
Water lnstitute, is designed to
raise high school students'
interest in water-related
issues and research and to
prepare the studsnts for envi-

ronmental leadership. "China's

participation in the contest will
raiss awareness of water
challenges in China and

enhance ITT's relationship
with Chinas State

Environmental Protection

Administration. Because pub-

lic sentiment drives c lea n-

water proiects, the contest is

a qood beginning," remarked

ITT's Senior Vice President
and Director of Corporate

Relations Thomas R. Manin.

-Paula M. Miller

ITT's Ten Manufacturing Sites in Ghina

Fluid Technology

a Naniinq Goulds Pumps Ltd.

Joint venture established in 1985; makes pumps

for agriculturalmarket and municipal and construc-

tion trades.

a ITT Flygt Shenyang

Joint venture established in 1994 (now wholly
owned by ITT lndustries); manufactures sub'
mersible pumps for wastewater and municipal pro-

iects.
a Sha nghai Goulds Pumps

Joifll venture established in 1998; produces pro'

cess pumps for chemical, petrochemical, and gen-

eral industry.

Connectors & S\ /itches
l, Ca nnon Zhenjiang Connectors

Joint venture established in 1995; manulactures

connectors for mobile phones.

a Cablecom Shenzhen

Joint venture established in 1998 (now wholly
owned by ITT lndustries); makes cabls assemblies.

a San Teh.llaniin, Nantong, and Xiamen {2 plants}

Acquired in 2000; the four plants produce key-
pads for mobile communications and automotive

markets.

a Man-Machine lnterface llanjin
Acquirod in 2000; manufactures contact dome

arrays for mobile phones and hand-held devices.

S0t BCE: ITT lndusrries
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Toward a Rules-Based FDI

ECONOMIC VIEWS

Kenneth 0avies

/ft hin" has hccn highly suctcssful in attracting and absolbing largc quantities of forcign
t .lirect investment 1Ft)l) as a result ol policies dcvelopc'd over the past quartcr of a cen-
[J tuly. The.. i. rc,rpc tirr both quantitaiive and qualitative inrprovenrcnt of China's FDI
intlows, however

Policy options intencled to increase China's attractivencss as a destinatior t'trr long-ternr,
high-technology, high'value-added investmerrts from L)rganization fbr Econonric Cooperation
and Development (OECD) countries are outlined in Chira: Progress otrd Re[onn Clnllenges, the
latest in the OIICI)'s Investnrent Policy Revicw series. This rePort was produced atier consulta
tion with numerous governmental and business organizations (including The US-China
Business Council) at the rcqucst of thc Ohinese government and constitutes an input intu the
policymaking process in China. The report's 6ndings provide a uscful overview of the role l-DI
plays in China's econtxry.

Xcnnelh Davies
(kenneth.davies@oecd.org) is principal administratot Capital l\4ovements, lnternational lnvestment and Services
Division, Directorate for Financial, Fiscal and Enterprise Affairs,0rganization for Economic Cooperation and

Development.
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Policy Framework

A rccent OECD rcport suggests vvays
China can improve its environment

for foreign direct investment

A rnixed revierrrr

In 2002, (lhina ITecant, lhe rvorlci's litrs!'sl recipicnl of ljl)1. Yet in pcr capita ternrs. (lhinn

receives less lrL)l than many other dcvcloping cor.rntrics rntl lir lcss thao dcvclopetl couott ics

such as those in the OE(ll). llong Kong antl the overscirs Chinese cliaspora nccount fi)r i dis
proportionirtely lilrgc slrare oI China's Fl)l inlLrrvs, rvhilc thc OE(-l) countries illr' generally

uudcr-rcprcscntcd conrparcd rvith lroth their slrare of global lil)l and thcir shirrc of China's
internalional trrcie. Although firreign invcstors havc startcd to bring rclativcly advanced tech-
nology into China, Ft)l in (lhinil is still hclvily wcightecl towtrcis labor intensive nranufaclur
ing. Attcnrprts to sprearl the lrenelits of F l)l lionr thc coastal rcgion into (ihilr's pooter'

hinterland have yct to bcar'liuit.
-fhele is no doutrt th.ll Iit)l htrs brought LreneFts to China. lt has.:rcdled nrillions ol-jobs rot

only in foreign invested cntclpriscs (FlEs) thcmsclvcs but also in domestic concerns that suprpl,v

FIEs with inputs and dislribute their prodLrcts. Fl|,s havc'trror,rght ncw products to Oltinesc con-
sumers irs well as ncw producti()n proaesses thdl hitve spr-ead to domestic enlerprises. (irrrrpctition
frour FIEs rvas initiall,v feared by clonrestic enterprises, bLlt the lattcr hnvc, on lralancc, gainccl nlrre
thirn they h;rve lost 6rrln such conpctition: It is prcciscl), in those seclors lhat wert'lir-st oprenetl to
fbreign invL'stn'rcnl that dorrrestic conrpanics havc improvcd and cxpandcd and arc norv holcling



lheir own in thc global nurkctplaec. Illis arc
responsiblc for the r.rpid growth of(:hioa's nrcr'
chanclisc trldc' in thc past two decadcs.'l hcy now
.lc.ounl for hulf of irll e\p()rls nnd inrporls dn
hirve nrovcrj tioor deficit to strrplrrs in such tr.rdc.

(lhin.r has rrrrasscd a coPious tluantitv of
larvs lnd rrgulations govcrrring l:l)l sincc thc
opcn door polio'rvrs initiatcd in 19711. Such

legirl.rtion h.rs pr,'r irleLl .r lr.tstr lirr lirrciBrt
invcstnlcnt, but it lrls.rlso atlded ullocacssnr!
c()mple\itt'. lirr instancc, cach tvpc ol l.ll in
(.hina has its orvn larv, rcsulting in an clcnr.nt of
intleribilitv-notablv in thc licld of nlcrgers and
acquisilions (i\I&A) involving dilTcrcnt tvpcs of
f lEs-rvhich cotrld bc r,.'nrovt'rl bv nraking lrllis
instead suhicct t() iln ovcrnll conrpilnr lnw.

'l hr' regul.rtorv cnvironmr'rt li)r l:l)l h.rs

inrproYcd as a rcsult ol (lhinls acccssion t() thc
\\trrld li.rrJe Organizntion (w lO) in 1001.
Tradc-relatcd nrcasurr:s irr (lhina s l:l)l llws srrclr

as requirr'nrcnts t()r cxporl pr'rli)rnrnnce, li)r
eign-rxchlng.' lTalancing, lbreign tr.rdc l.lrlanc-
ilr€1, and local contcnl r<;uirc'nrcnts havc bccn
abolis}tt'd. Servicc scctors prcviously closcd to
fi)reign investnrcnt nrc bcing gradually rpcncd
ovcr n livc'vcir pcri()d. Fl[-.s irrc xl)la k) lrildc
abroad antl rlistributc their producls nrorc liccly
rvithin (lhina.

Roorn for improvernent
(lhinl oririntlins nunrcrous rcstrictions on

[:l)1, howevcr. l)nrposcd lil)l projccts lrc classi-
Iir'ci into lirur catc'gorics according to thc
(..rl.lh,Ellr (,lltrlrrrH l'r,r.i8,rr lrr\rsl,r|(rrt i

lnrlustry: prohibitL'cl, rcslrictccl. Pcrnrittcrl, and
cncourager.l.'l hc prr)hil)itc(l cntcgor,v undcr-
.l.rrrJ.rlrlr'.,rrrt.rirr' rtcrl\ lh.rt.lr(,,ll-lirrril\ irl
nlosl counlries on qrountls ol utional scctrrill'.
It also in(ludr:s scck)rs-lirr' cxlntplc, pr<rduc-

tion ol botlilcss lacqucrwarc or crranrcl prorl
rrtts-rrr rrhith thc pr(\ rrc(l llrl(rtlr(,rr,,t
protecting trndition.rl tcchniqucr corr[l trc bcttcr
frrllillcd bv nc,tns othcr thirn ob\truetinE lin.1n-
.ial irrtl,'rrr. \ll1,i.(lllrE Irft)pi,\.(i ll)l I,r,'itrts trr

Iht 5trilrgc t nn(l tirnc .oll\unling aP|rovrl ltro-
ccss uscrl lirr 1,rolr:cts in rcstriclccl .rrras is clifli-
.ult t,r iustit\,. lt rgoultl bc l'ar sinrplcr to abolish
thc.;rt.rl()Euc\ ind l,rrblish instc.rrl ;r \h()rt li\l ol'

Prohitritions on clcarlv cxplaincd grourr,.ls, such

r:, those ()l ri.itionxl sr(urit\..
Applling lirr pr()ic.l rppr()virl hits beconrc

casier in rcccnt vcars, cspc,.iallt in arc.rs like
Sh.rnghai Kherc thc authoritics h.lvc gr('irtcr
crl,L ritn.. ,rl l,,rr'iSrr irrrr'.Irrr. rrt. l,rrL'i8,rr

inre.tor..trll (.,nrll.rin th.rl the Proicss rs t,ro
aun)hcr\()nrc irrd irrvolvcs thc sulrnrission rrf
lirrnrs to irn crccssivch l.rrgc nurrbr'r ol-ollici.rl
bodics.'l hc applicirtion.rnd approval proccss

could bc slrcrnllineLl anti nrldc nrorc trirnsplr-
cnl. ll woLrld bc ciricr if an invcstor could
ol)1ilin l(rlonrnlir xpproval withirr r scl pcriod,

In per capita terms, China

receives less FDI than many

other developing countries and

far less than developed countries

such as those in the OECD.

lirr cxanrplc trr,o rvccks, alier asctrtaining ancl

lirllilling;rll rpproval critc'ria, unless the authori-
tics could shorv cluc causc lirr not alJowing it.
lirr this to happcn, all intcrnal (neil,r/) regula-
ti()n\ ()pcrittrd b,v krcirl authorities would h:rYe to
bc publishcd and, if not in coufrrrmity with
nalional regulirlions, abolished.

(,hina is conrnrittccl to inrproving the trans-
pnrcDcy ol B{)vl:rnm(rnt policy and regulation as

n rcsult of its W IO nccession. China can achieve
grealcr lranspnrcrtcy by cnsuring regular publi-
.ntion nnd trptlatcs of policy clecisions, laws, and
rcSulirlions relaling to Fl)l in both (lhinese and
Iinglish. lhe Ohincse govertrrr)ent is increasingly
usin8, thc Intcrncl ti)r this purpose and is work-
ing with thc ()l.l(ll) to pcrfi'.t n singlc site that
will (.\( ntU.rlly (ollt.rin n]i'sl ol the inf,rrmrtion
ncccled by a potcntial li)rcign invcstor.

The rule of lavv
Anotht'r esscntial conrponent of an enabling

crvir{)niucut firr lirreigr invcstnrcnt (irnd for
(lonrcstic investnrent ) is the rule of law. The
lcgalsyslrnr h.r. r:t.r,.lc grcirt slri(i('r, \in(c it wa5

rccstablishcd undcr I)cn8 Xiiroping in the 1980s,

bur ( lhini's courts still lack quali6ed lawl,ers and

iurlges ancl arc not yct independent of political
inllucnct.'l he (lhinesc .uthorities are to be
conrnrcnrlcd li)r thcir cfforls lo train more
lawvcrs lntl cncouragt'd t<l strengthen the
rolrrrrlncsr ol'lhc iourl\ in lhe fJ(e ol presj'ure
lionr Ircal olficials to issuc biased iudgments.

()nc area in which clonrestic as rvell as foreign
invrslors rvill bcnt'6t from stronger implementa-
tion ol cxisting lawr is in thc 6eld of the protec-
tion of intcllcctr.rrl propcrtv rights (lPR). A start
has l:ecn rnadc in thc establishnrcnt of special-
izcd tribunills k) trv.ases involving tradenrarks,
copvright, and patr'nts, but flagranl violatir>ns of
thc law in this arca pcrsist. Stronger IPR protec
ti()n can li)slcr grcatcr creitivily and encouragt'
nrore lirrcign irrvcstors k) bring high technology
lo (:lriDn.

Continued on page 57
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Sales and lnvestment MABCH 15, 2003,MAY r 5, 2003

Thg followinq tables contain recent press rsports of business contracts and negotiations exclusive of those listed in previous issues. For the most
part, the accuracy ot th6ss reports is not independofltly conlirmed by lhe CBR Contracts denominated in foreign currencies are converted into US

dollars at tho most rocent monthly rate quotsd in the lnternational Monetary Fund s lnternational Financial Statistics.
Firms whose sales and other business arrangements with China do not normally appear in press repons may have them publishsd in The CBRby

sending the information to the attention of the sditor.

Abbroviations usod rhrouohout tsxt ABC: Agricultural Esnk ol Chinai AD8: Asian oevelopmont Bank; ASEANT Association of Soulheast Asien Nations; AVIC I 6nd lll

CCTV: Chin6 ContralTslsvision; CDB: Chine Dsvelopmont Bank;C0MA cod6 drvisron multapls acc6ss;CEIEC: Chifla NationalElscrronics lmport and Export Corp.i China
Mobilo: China Mobils Communrcstrons Corp.; Chin, Notcom: China Notcom Corp. ttd.; China Railcomi China Railway Communications Co., Lld.; China T8locom: Chlna
Tslecommunications Group Corp; China Unicom: China Unitod Telscommunicalions Corp.; CIBC: China lnsurance nequlatory Commissroni ClTlCr Chine lnlornation8l
Trust and lnvsstmenl Corp.; CITSi China lnlernstionsl Travol S6rvicej CN00C: China National ot{shore oilCorp.;CNPCT China National Petroleum & Gas Corp.;C0FC0l
China Nstionsl C6r6als, 0ils, end Foodstutls lmpon snd Erporl Corp.i CoSC0: China 0coan Shipping Co.; CSBC: China Securatiss Fegulatory Commissron; EToZ: 6co-
nomic and lschnologicrl devolopmont rono; GSM: Global Syslem for Mobrle Communicston; ICBC: lndustrial and Commercial Eank ot China; lT: intormation to6hnolo.
gy; Mll: Minislry of lnformation lndustry; M0FfEC: Ministry of Forsign Trad€ and Economic Coopsration; M0u: memorandum of understanding; NA: not avsilobls; N0R-
lNCo:China North lndustrios Corp.; PAS: psrsonsl accass syst€m; PB0C: P6oplB! Eank of China; PetroChina: Petrochina Co., Ltd.; RMB: renmrnbii SARFI: Stat€
Administrstjon ol Fodio, Film, ond Telovisron; SEZ: S0ecial Economic Zono; SIN0CHEM: China National Chemicals lmport-Export Corp.; SIN0PEC: China Nation6l
Potroch€mical Corp., SINoTBANS: Chins N6tion8l foroi0n Trad€ Transportstion Corp.; t NDP: United Naiions Developmsnt P.ogram; SME: small and medium-sizod
snlsrpriss: WF0E: wholly lorergn-ownod snterplls6

OTHER

Perusahaan 0lomobil Nasional Bhd (Malaysia)/Guangdong

Goldenslar Heavy lndustries Corp.

l.tr!(1r((l .rff11,\.r1 k,r ioint rcntrrt (ioldtn't.rr l\ol1,n \LrlInl)hrlc ( ,,.

I Ilrlr\''i.ril)',,.PR{ :50",) 5:0(l nrillir)n. 0i,0j.

Brilliance China Automotive Holdings Ltd. (Liaooing)

ll()ughr .1.05,\, stxk(' in irs ioint vcnture r''ith ll.l\'cristhc \l,itorcn
l\rrkr.\(i lr(rm Shcnyrne citI govcrnnrcot. brinring rt\ \t.rk.' to

{{.r5",,. S I b..r nillion. 0l/0,1.

Elogant Concrols lnc. (US)

Signed a lcllcr oi intcnl to li.cnsc and tririn Iianqi R.il l:\ulc (:0

l-td. in f.legantl\ appli.ation pro..ss.s. ll nrillion. 0-l/01.

INVESTMENTS IN CHINA

Asia 0ekor {Singapore), Top Mark (British Virgin lslands)
\\il1 tirrnr high dcn\itylih(rh,rlr(l t,)int \'(nlur( Lr llcyu.rn.
(,tung(inrs. l\ingrlor{i;0')" 1'Krl0'.) il l. I nrillion.l)l/0 i.

CHINA'S IMPORTS

Ailbus SAS (France)

$t)n contr .l lio (lhindAviatioo Suppli!'s Imporl irnd F:xport (irouf
(irrf.lirr -1{) aircralt lirr usr by a.oDsortiunr ol (.hinrsc xirlincs.

04/0-1.

Euraspace GmbH, a ioint velture ol Daimler-Benz Aerospace
(Germany)and the China Aerospace Corp.

\\iin ((nnr.r(l Ii(nn lhr (-hinas.,\ardurrr 0l S|r.r 't .hn()l(,S\ tr)

huiII a eomplct rntcnnir l.sl rang.. SI-1 nrilllon.{ll/0.1.

OTHER

China Southern Airlines Co. Ltd. (Guangdong)/China UnionPay

Co. Ltd. {Shanghail
\\ ill .rNPL'rrl.lo lkn idc clectnrnir ticketing .r 

'1,:nr\ 
ti,r ( hir.i

\oulh(fl r .\irlinc\. {)5/(l-1.

China Airlines (Taiwan)

R(eived apProvallo llv through China'.s airspaccduring Ihe Iraq wirr

0l/01.

CHINA'S EXPORTS

CHINA'S IM PO RTS

INVESTMENTS IN CHINA

Lear (Mauritius) Co., a subsidiEry o, Lear Corp. {US)/Shanghai
Brilliance Holdings Co.

Will lirrnr iornt ventrrrc tl nrJlic (.ir s..r(s in \hrn\'.rrr11, I i.rorring.

I lrS:60r],i, l,R( :10r,1,). $l 1illx,n. 05/0.1.

DtNS0 (China) lnvestmenl Co. Ltd., I subsidiary ol DENS0 Corp.
(Japan)/Guangzhou Automohile Group Component Co. ltd.
{Guangdong)

\\ ill lirrrrr iornl r.nlurc, (,U.rn$/ll,)u l)l'N5() ( i'. I lil , t0 prrxluLt .rir

eonriitioncn li,r .rLrt0nrohil(s (l.rf.tn:h(l'r, 1'l( .11)r', ) il I Inil i.rr.

0l/(ll

Singapore Technologios Kinetics, a subsidisry ol Singapore
Technologios Engincering Ltd./Boiiing Hoavy Duty Truck Plant

\\ ill tirrnr ioinnrnturc. Itr iiin$ ZhonEhuan liin. tirs llc.l r'\ ':hiils
(.o. l.td., ro d.sitn ind lroJucr hcirlr vthiilrs .rnrl trhi,:['.h.r'<Ll

.onslru.lion rqurfnrnl.(SinBJfor(::0rt, I'R( :r0"r) !li nrillion.

{).1/0.1

Airir SoikiCo. Urpln)
Bought 65% stake in Tan8shan Aisin C.ar Co.,iom langshan Gear

Group Corp.,bringing its stakc to 97*l. $29 million.0-1/01.

CHINA BUS!NESS

Automotivo

Avi.tion/Aorospacc

July-August 2OO3 IHE CHINA RUSINESS BEvlEw

Conpiled by lsaac Cheng

Archltacturc, Conrtructlon, & Engin..rang

Chengdu Aircralt Corn. {Sichuan}
\\bn ionlra.l irom Airbus SAS to constru.t singlc-rislc aircririt.norc

lloding-geirr blt_s,singlc-airlc lircr;rli ir.rnres,:rnd krnt-rrngc

irircrxf I ltunr.s- S-t.1 Drillion. 0,1/01.
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INVESTMENTS IN CHINA
Aica Kogyo Co., Mitsui& Co. Ltd. {Japan)

Sct up toint vcnturc, l(unshxn Aicr Kogvo co., k) p()duac

.o0slru.ti(n rh.nli(xls in K nshiln, Jiangsu- S-l rrrillion-05/01

far Esstern Polychem Industries Lld. (Hong Kong)

\\'ill li)rru i0inr ycnru(, ( lrirnlirl fclR)(hcnrirnl (\hlnghri) t ,xp.,

wilh rurr 'liilvirn.r,rnfiu)ic\ tr) l)uild ir pLrri6.d t.rcphthirlie.reirl

fn)(lLr.lion Ilnrrl iI shlllrghxr. (Hong Kong:l Irl'i,- lliwxr)i89'li) ).5101.5

nrillon. (li/{)1.

Alltech Associates, lnc., 8 subsidiary ol Alltech lnternational
Holdings,lnc. (US)

()l(n.J r,llrrf rn ('u.rr{/hi,u. (;u.rn{!lons. l).1/0-1.

BASf AG {Germany}
o|cn.J ('llir. in ()iIg(lir,, Shr ndo rrg. 0.i/{).1

BASt AG (Germsnyl/SlN0PEC, Yangtze Pelrochemicsl Co.

(Jiangsu)

Si{n((i i!tr((nrrrrl lo [ris,: hrrrds lirr pctrrrchcnricirl l)rojljal, \Jngl/.
P(tro.h(l)r'lli\l (.o. 1 ld., in Niniing. ({;tfl Drnyiil)'r0-l}ltlli50r',,).

0 vt).1.

Celanese Acetate LLC, 8 subsidiary ol Celanese AG

(Germany)/China National Tobscco Corp. (Beiiingl

\i5rrcel.rgrrnrcnt to tiruhlt prrxluttirrn at thcir thrc( lr)inl rcntur(\

\rnlou! (.cllul,r\( l:ih.r\ ( o. in Jirng\ui lhuhii (.rllLrIrrc Irihtn ( ,r

in tiu.rnrtlon{li .rrrLl hLrrrrnin! (..llulo\. Fibcrs (lo. in )lnnrn. (1.1/l).1.

cJTHER

Morgan Stanley (US)

Rttirincd hy (ihina Resources Porver Holding (:{). (B.ijin8) li)r initirl
public oltcring advicc. 0-l/03.

INVESTMENTS IN CH INA

Ascendas Pto Ltd. (Singapore), KLM Capital (USl/Isinghua

Science Park (Beiiing)

\\'ill n,rnr ir)inr \ crrlrrr. ,:Ilir.rl lund, (;Lh.rl 5\ nrrl.(h I U nd.

'fr!i,rli/iIg ir) l..hn,'1,,q\r Si0 nrjllion. (li/(1.1.

lnternationalFinsnco Corp., a unit olthe World SEnk

,\gr((J to lrrr.hr\r I :l'\, slrkr in (.hinx Ilioshirng llunking (irrp

l-l(1. lrofir or icnt (;roul ln.. $l-1.5 million. (15/{).1.

Shenzhsn DBvGlopment Bank lGuangdong)
(.rn.ellt(1 tr.rn\li'r ol l0",, stnkc ironr Shr'nrhcn {{)!l:rnrn.nl t(,

NurhriJgc (..rf it.rl ( t'S). 05/01.

China Minsheng Banking Corp. l-td. (Shanghai)/0resdner Bank

AG (Germany)

\\'ill a(xr11.r.rlr Io lnrr i(1. .l(h,irorr scrri.c: in lh. inl( flr(rlrxrl
b.Irl.irrtl \r.l,n. (ll/0.1.

tortis NV (Belgium-the ltletherlands)/Haitong Securities Co. Ltd

(Shanghai)

ll,.(,\..1.r11,r.\.rlr,,,Irr\ln l,,r lrrr,l rr'.rn.rlrtr)k'rrt r'r'rl \(i'1.,1
( llcl(iurIr I t', l'li( 1\;'!,) 5ll. I million. lr l/0j.

Sociat6 G6n6rale SA {trance}/Eortune Trust & lnveslment Co., I
subsidiary ol Baoshan lron & Steel Co. (Shanghai)

l(r. r\ r rl .rppr,^.rl l,r l]r lLrnc \(i ,\Il lirn(l \lnrr.u.Irurl ( o., ir ,ur(l

lr,l1r,rll rr(Il i,rrrl r.nlurr (,irJrrac:.11r'0 l'l{( 1)7r!,) l)V01

OTHER

CHINA'S IMPORTS

Unisys (US)

$trn conlraal lionl Air (lhinil to cstablish an lT nelwork hetrvccn its

intc'rnationll ollicrs and kr provide maintenr Dar' irnd ensjnacrinE

consuhin{ sarricas. {)5/0J.

INVESTMENTS IN CHINA

Usugidenkai (Japan)/IBrotech Shanghai, Ferrotech (Beiiing)

\\'illlir11r i(]rnl r.rrtur( tirr tcihnic.rlconsultingon frc(i\i,rr flrlin$
rn ShirrrShri. ( l.rf .rnr.l{)|,,- lIR(l:7(I'r). :il5{),1)00. (li/01.

CHINA'S IMPORTS

Chemoprojekt AS (Czech Bepublic)

\\inr !ontr.r(l lronr Sh.rn\i Rui.h.nq Firsl (.hcnri(.rl t,r ILril,l .r plir'tie'

t.r or!. 51.1. 1 nrillx)n. l)5/0.1.

Air Liquide SA (France)

\\iIr.rnlrr.t liolr (lhiir l,clroahcnriarl lnlcf lionrl(i).lohuikl il

lirrge rir.scpur ation laeilill in Nanjing.lu/0-1.

CHINA'S IMPORTS

INVESTMENTS IN CHINA

TPG NV (the Netherlandsystate Postal Bu.eau
Signr'rl IIt)U t,, io,rNr.rrr' in . rpl'rinl globll nrurkcts irr rniril,

. rpre's Jili!rrr..rnJ Irgr\li(:'. ().1/0.].

Banking & Finance

Consulting

Di3tribution, Logi.tlc., & Rolatod SeivicosChemicalt, Petroch€micals,
& Rol.ted Equipmoni

fHE C,llllA AUSTIYfSS Sfyrft? JLrly-Augusr 2OO3

JP Mo.gan tleming Assel Management (US)/Shanghai

lnternational Trusl and lnvestment Corp.

\\lll loflrr iuI(l nr.Ir.rS(IlrL'nl i,)ir)l \rnlur..(t \ i l',, l')l{( :(\; , )

\ls IrilLi,'n.0l/rll

Capsrone & Co. LLC, Dynamic l-T lnc. {US)/ulD lnternational
(Holdingsl Co. ltd. (Beiiing)

IL,rnr.,l t,rrt rrr,rn.r!, rr,Jrt .ln.l llnrr)ar \,,irturL t(, tJ. ilit.rt. ( hrn.t.
s\ll cr|,rrt' t,r t \ Ir.rrl.l\. (ll/ll.l.

OTHER
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Malaysia-China Hydro Joinl Venture, a ioint venture between
Sime JV (Mslaysia) and China Water Besources and
Hydropower Engineering Corp. (BeiiingI

\\l)n (ortr r( I lrn) r \.r rlv.rL liirl(r 5!tn lth(l (Il.rl.risi.r ) i,r u,rk rrrr

lhr ll.rliLrn h\(lnr( lr.tri. (l.rrI in l\l.rl.r\si.r. 5l i; IrillLor).01/(li.

INVESTMENTS IN CHINA

Dayen Envi.onmental {Singapore)/Shenyang Aircralt Corp.

{Lisoning)
l\'ill llrrnr ioinr r cnturc to buikl \rrtcr .rnd r\'.r\t( .nrironnrrntrl
l\orlr in I i.roning. (Sing.rl,l)rc:5luo-PR(-:.19"r) Sl.5 nrilllorr. {Il/(1.1.

CHINA'S EXPORTSINVESTMENTS IN CHINA

vMoksha Technologies (lndia)/CDC 0utsourcing Co., a

subsidiary ol chinadotcom Corp. (Shanghai)

\Yill lirrnr Shlnghri.birscd j(,iul vrrrlrrr lo nry( inlrnl.rll(nr.ll I l

r)ul\orrrl:ir)q (li.r)ls. ( l'll(l:5lt)n lndir: I9r',,). 05/0 l.

MSI Pacifc lnternsti0nal Holding Co.. a subsidiary ol Mic.o-

Star lnternational Co. l-td. (Taiwan)

lrtercirstclitr st.rlc in its computcr notchrrok fnrtlLr(lirn ioinl tcnlurc

iI Kunshxn, Jixnqsu. \! ith Soulh KoR.rl\ l.(; |l((troni(s. ('liiwin:19'I-

Soulh Kr )rcr:5 I r\, ). StlUl,{)0{). 0-l/0.t.

NEC Corp. (Japan)/SVA lnlormation lndustry Co. (Shanghai)

\\'ill li,rnr l( l) p.rncl i(iinl v.ntur. t, \lirl Irxl(.lirrr in O,:lr)lr(r

l0{) I ir Sh.rnlh.ll. ( lxfirn:l5r)" l'l{(l:;5r',,). $ l lT, illior. (l.t/0.1.

CDC Soltware Corp., a subsidiary ol chinadotcom Corp.

(Shanshai)

5igncd i nlstu distribulion rq(,cnrrnl \!ilh l(()sr Svstcrrs lnc. lo scll

ro(l srrvi(c lll)ssl\ rnl(ryrrise rl'sourars Ilrnning \oll\rrrc.05/{).1.

lnlinoon Technologies AG (Germany)

!Vill Ir.Irslcr .l00rnrrr lnd {).1 l-um l)l{Aitl t.(hr)o[)gy k'
Scnriionrluetor lrlirnulircluring lntrrnati(nrrl(i)rf. irr.\.h.lnSr tirr

.\.lusirL f rodLr!txn lines. 1).1/0-1.

0ell Computer Corp. (US)

I .lrrr.h(d n,jr porlk'lir) ol IT nrrnrq.nr('!rt \olnrions in ( hin,r.0l/l).1

OTHER

CHINA'S INVESTMENTS AB ROA O

Sanyuan toods Co. Ltd. (Beiling)/Australis Challenge
Cooperative Dairy Co. l-td.

Iirrnrcil .r nrilk-pordcr lnd chccsc prrrtlurtiorr ytnlur(, lhc ArlslrJlir

S.rivrr.rn (.h.rllclu,r l)iirv (i). l.td., in ,\ustrrli.i. (l)ll(::50"r,.

\0slrlli.r:5{)'\,1. 5l; nril ()n. 0t/01.

INVESTMENIS IN CHINA

lntarb.ew SA (Belgiun)

i\equir.d 70'h \lrklr in L.X. Itrchrry (KLll),lhr l.rding [rnrvcr in

lh(iilr)8, rn(l sol(l (Lttl{ \lnnan opcrdlions. 5,15 n illiorr. 01/{).1.

Ng Fung Hong Ltd. (Hon0 Kong)/Shanghai New Asia (Group)Co.

Iron .(l ioill v(nlur(. Shlnghili \.1crl Itr).cssinq ( l('r\l(r, lo l)Lril(l x

nrorlcrn slaLrghtt rhous. .rn(l nrcirl ln)(c5sinr Irlr nl. (ll(,n$

l,1nrq:5 1",,. l,lt( :19'\j). S.1.1.5 nrilliorr. (Il/(1.1.

Arche. 0aniels Midland Co. (tlS), Wilmar lloldings (Singapore)

\\'ill.,jf \lnr.l !)\'ln,..riinS li.ility in \hinhrSu.rr. ll(h.i. l) l/(l l

Super Colleemix Manulacturing Ltd. (Singaporel/Xuzhou V V
Cereal Co.lJiangsu)

\\'ril Ii)flr ri,ir)t !urlur.. \\ir\i \' \' Sufcr (.olhr',lo nr.rk!, (,)ll((

lro(lurls i,r jiJn$\0. (SinSxf(n (:l9oi) I'lt(.:51.r)).$l(lrrillirnr.(11/01

Alstom Co. (France)

hhn.Dntrir(t lo huild (ihina\ biggcst rirculirting lhidircd brd ((lfB)

hoil(r in lt.tinrr, Si.huiln, Jnd trinslcr (.Ill l(chnr)logv lo (.hircsc

boil.r nrxnul.t(tunrs- S7 1.5 millior). (Il/0-]-

INVESTMENTS IN CHINA

Sembcorp Utilities, a subsidiary ol SembCorp lndustries Ltd.

(Singapore)/shanghai chemical lndustrisl Pa.k Development

Co., Shsnghai Elocrrical Power Co., Shanghai Shene.gy Co.

Will li)flr) toill vorturc, Shxnghxi ( iroiing (i)gcnrrltion 1ir., to huiltl
(lhin.rls lirrgcst gls.tircrlcogencruli(,rr l)o\{(r fi.r)1. (SinI.rIoR:.10r1,.

Il{(.:ior\, ). S118.6 nrilliorr 0l/01

CHINA'S IM PO RTS

AEG0N-CN00C tife lnsurance Co. Ltd., a ioint venture ol
AEG0N lnsurance Group (the Netherlands)and Ct{00C

\ppnrril hr { lltt to 5(ll foli.i.s in \h.1nghii.rn(l \t.rrtcJ 0|cr.rtx,n\
r,.1/{).1

Allisnz AG {Germany)
Aplrov(d lo hu ah properlv lnd clsulltv irrsurlnr'. oferiltirnr,

Allirn/ lnsLrriI].c (),. (;uilnSzhou llrJn(h, in (;urngdong.0-r/{).1.

Prudential Plc (UX)

Apfr(n((l hr (llR(. lirr lili insurrncc i('iIl v(nlur. wilh (.l l l(]-
( Lrl\:50",,. l'l{(l:5(1",,). l).1/0.1.

OTHER

lnsurancg
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Food & Food Proce:ring

lJltimate Semiconductor Co. (Malaysia)

\i(ncd r{rr.rrlrnr \rith sh.rngh.ri citr rovcrnnrt.u to huilJ r o in.h

.rnLl S-irreh ihip nrlnullclurinS li.lort. S l0(l nriliion. (1.1/0.1.

Energy & Eloctrac Pow€l



INVESTMENTS IN CHINA

Chuo Kagaku Co. Ltd., Mitsubishi Corp., Biken Technos Co. Ltd.

(Japan)

\\'ill li)rnr joirt vcnturc to nrln!ta.lurc tood packagins strclch 6lm.

$t1.5 nrillim.04/0.1.

PT Sampoerna Percelakan Nusantara (hdonesia)/Jiangyin

Liantonq lndustries Co. Ltd. Uiangsu)

W"ill lbrnr ioint vcntLrre, Jirngstr l.ilr)tonE SxrrPocrna I\inlins Q).

l-td.,l{r |rint prr.kitsin!, lar .iS rctlcs irnd other |ft)Llu.ts.
( ln(lonesia:'10o1, Plt(.:7orlt)' $ l l million 0l/0-l'

INVESTMENTS IN CHINA

Gunze Ltd. (Japan)/Beiren Group (Beiiing)

Will Iirnl joilrt vcnlure, Bcircn (iunze trh.hincrv (ir. I td., to procluct

lnd scll prriphcral cquipnrcnl tbr Printing mlchirlcs. (lirPitn:5l0ri,

Pl((l:-l8ol,). $1.7 million. 05/0-1.

HerrmaIn [Jlt]aschalltechnik GmbH (Germany]/xizi Elevato.

Group (Zheiiang)

\\ ill lirln irrint vrnturc tix ultrrsonic welding tcchnology. {)5/0'1.

Tadano Ltd. (Japan)/Beiiing Jingcheng Construction Machinery

Co,

lirrmc(ljoinl vtnturt, llQ lidxno (llcijing) (lr.rnc Lo ,lo Producc

crrncs lirr conslruclion use. ( JaPiln::5qf PR(.:i5qr) S20 nrilliur.0l/0:l

INVESTMENTS IN CHINA

Actoz {Soulh Korea)/Haihong Holdirgs (Shenzhen)

\vill lirrrr ir)int !rnlLrr., ()ricntill lnlera.livt ln(., lo tr| (lhin 's

troonring onliDc ermc mcrkct. $5 nrillirn. (15/0.1.

A0L Time Warner (USl

llcaeivcd a liaensc to brcarlcrst its Nhndarin_lantuagc Chioa

Entcrt innrcnt Tclevisilrr llroad.rsl nalionwidc.04/01.

Viacom lnternational lnc. (lJS)

lleeciv.d xPfr()r'll lionl sAlll- | to brord.irsl x l-1'hoLrr iu lV chlnr)cl

irr th. Pcrrl lti!er dcltit rcgiorr.0.U01.

OTHER

MedMira lnc. (Canada)

R.c.ivrd ipprcvrl tionl (lhiniis Strtc Drug Administr.tion lor its

thrcc-nrinuli: humnn inrrnunodciicicncy virus lcsl rnd shrlcrl cxport

produ.lion iD Htliiar, Novir S.otiit.04/0.1.

OTHER

INVESTMENTS IN CHINA

Hong Kong & China Gas Co. (Hong KongyNaniing General Gas

(Jiangsu)

Will set !p Iipc(l-grs ioint vcnlu('. (Hong Lon!l:500'1) PIIL:50(1,,).

$ 115 nrill' )r.01/(11.

Hong (ong & China Gas Co. {Hong Kong)/wuhan Gas & Heat

Group (Hubei)

Will s('t up piped'q.s joirl vcrrturc. (Hong (ong:50rlo-PRC:5001,).

SI45 rrrilli0n. 0-1/{),1.

CNPC

Signcd M0U with Aurado Exploration Ltd. in Kazakhstan stcting its

interest ir a rninimum 5lo/o stake in Liman Bk[k rcsou rccs. 05/03.

stN0PEc, cN00c
lllockcd fronr iointly lrurch.tsing 16.b7% stakf in North CisPiin

Production Shar ing Agrcenr enl (Kashagrt oiland gns licld).05/03

Sunwing Energy, a subsidiary ol lvanhoe Energy lnc.

(Canada)/ClTlC Energy, a subsidiary oI CITIC {Shanghai)

Signccl tntlgv itllilncc irSrccnlcrrt lr) loinlly exPlort'rnd ilcvcli.rp

(:hincs. iirld ovcrscils crlcrgy Projt.ts. 04/0-1.

OTHER

Wai0aoqiao Shipmahng Co. Ltd. (Shanghai)

\\inr .ontrr.l lionr (;reecc'.1 St('illth luaritinr. (.or|.lirr tirLrr oil

l.rnkcrs.0.1/0.1.

CHINA'S EXPOFTS
CHINA'S INVESTMENTS AB ROAD

Jinyan Co., a subsidiary ol Shandong Gold/CVG Minervan

(Venezuela)

\vill irvcsl $ ll nrillion ilr ioinl renture k) I{.tatiratc tlornunt gokl

nlinc in \cntzuclx. 01/01.

Modia, Publishing, & Entsrtainmsnt

Medical Equipment & Devicot

Metals, Minorals, & Mining

Packaging & Labeling

Petroloum, Natural Gas, & Felatod Equipment

Polts & Shipping

Skandia Forsakrings AB {Sweden)

Approrcd bv (ill{(i lor lile insurrncc joint venturc wilh l}cijing Statc-

o$ ncd Asscl (lorp. (S\lcdcn:50rh I'}RC:50r'1,). $21 million.0l/0.1.

INVESTMENTS IN CHINA

Sl(N Resources Ltd. (Canada)/Yunnan Golden lndustry

lnvestment Co. Ltd.

!!ill lornr gol(l cxplor.Ili(nr joint v.Irlurc in Ytrnnrrn. (Crnndx:70tx,

l']lt(l:3091,). 04/0.1.

5'l

Machinery & Mechine Toola
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INVESTMENTS IN CHINA

Eng Xong lnvestments (ChinalLtd., a subsidiary ol Eng Kong
Holding Ltd. (Singaporey0ingdao Sanbaorong (Shandong)

li[lrcd j{)iIl vcDlurc, Qingdi]o lng (on!l(irlLaincr Scrvi..\ (b. I_Id.,

lo provide contiliDcr d(pot scrvircs in Qi|gdao. (Singapor.:7{)(h-

I)ll(li-10tlo). $2.9 nrillim. 04/0-1.

OTHER

Shanghai Yibai (GrouplCo. Ltd.

Bought 519t, ofShaDghai Orient Shopping Center tion Shanghai

lndustriil Holding (lo. l.td. to bcconte sole orvncr. $ t4-5 milliur.
05/01.

Morgan Construction Co. {US)
\\tnr .ootrr.r liun Sh nJong Shihcng Spccial Stcel (i. l.ld. ro suppl)

cquipnrrnt tirr sterl rod ntill.04/01.

CHINA'S INVESTMENTS A B Rc)AD

China Steel Corp. (Taiwan), Sumitomo Merallndustries Ltd.,

Sumitomo Corp. (Japan)

\{ill li)rnt joint vcnlure, hasr Asir Unilcd Slc(l (brp., to sLrpply stcel

sldbs in li)ly(, Ii,r (lhinr Slccl. ('lijwxn: t.t!1, hprn:679;).925.1
rlilli(nr. {)5/{) l

INVESTMENTS IN CHINA

Taiwan Cement Corp./Liuzhou lron & Steel (G.oup) Co.

(Guangxi)

Will ti)ru joint vcnlure to pl1xJucc sh{ l)tsctl .onstru.tion Drrt!,riitl
( ltritvin:b0rro-l'R(li10ol)). I I 5 milli(n. l)4i0-1.

Baosteel Group lnternatioIal Trade Corp., a subsidiary ol
Baosteel Group (Shanghai)/Jiangsu CP Xingcheng Speciat
Steel Co. Ltd.

Sisncd fxrlnrrship rsr.cnlrnl on Ioinl Irr).Urrntcnt ol slcrl serlp
ilrlor ts. (15/0-1.

CHINA'S IMPORTS

OTHEFI

CHINA'S INVESTMENTS ABROAD

Dalian Zhen-A0 Bioengineering Co. Ltd. lLiaoning)/lNS
floldings Bhd (Malaysia)

I-orrrlcd ioirt vcnlurc kr L)uild rcseirrch irntl drvclopntcnt.rnlcr io

itlirl.rysiir Jnd eo-brlnd producl5. (lilI(.:50'lt, ,!lLrlaysil:5()tt'rr). $l.l
millirnr. 0.1/0.1.

INVESTMENTS IN CHINA

Distribuidora lnternacional de Alimentacion SA, run by
Promodes SA, a unit ol Carrelour SA (France)/Shanghai Lianhua
Supe.market Co.

\\ ill l;rnr joinl vcntur., Shlnghiri t)il Lirrhul I{r:tLriling (.rr., in

Sh.rnShxi (l.r.Ir(c)5r1,; I,l( :15rr,).91 | I nillit)n.0-l/l)-1.

Huawei Technologies Co. Ltd. (cuangdong)

Wo aonlrdal ironl Omintcl to expand Ornrt'.\ trlc.onl nalwork
.rpa.itv. $ l9 n1illion.04/01.

Zhongxing Telecom (ZTE) Co.p. (Guangdons)

W)n .onlrral tiot)t Coytrnment ol Ethiopiil to cxpilnd t;SNl ndwork
fioDr 50,000 lo 100,000 liors. $19 millim. 04/01.

Gilat Satellire Networks Ltd. (lsrael)

lvon coDtra.l lionr (lhina lile.onr to build x largc scule, satellitt'

trased, rural tclcphony nctwork in {ibet.05/01.

Nortel Networls Ltd. (US)

l\inr a(rrtrir(l lr(,nt Shrnilong UIicom,.r subsidrlrr ol (lhin.r L nico[1,
to ilcp|rv rn opticallrackh(nrc in Shlnd()nS.l)5/0,].

UTstarcom, lnc. {US)
Wul contraat lionl China Teleaom to cxpand PAS Dehvorks in

liarrgsu. $20 nlillir)n. 05/03.

Viasat lnc. (US)

Won contrn.t liom Beijing Appli(ntion lnstiturc ol lntirn)ition
'lechnology to expr0d its privrle srlellile,bised Dcrworks.05/0-l

Alcatel Shanghai Bell, a loint venlure ol Alcatel lFrance) and
M

\!(n (onlrrcl irom Ningrii \4obilc lo exprnd ils CSi\l mobilc

nolwork.(),0]

Alcatel Shanghai Bell, a ioint venture ol Alcatel (Francel and
MI

\\t)n .rrltr.r.t lronr Nationill [)or\,cr lirlc.ontmunia,rli(nts Ll:nlcr t0
bui l tr'rnsnrissiLrl backhon. nctNork lionr Hul)ci t{) CurngdLrnll
04/01

Alcatel Sharghai Bell, a ioint venture ol Alcatel (trance) and
MI

W)rr .ontri.t fiorn Shnnghli l\{obilr Orrnntunicrtions Co. Ltd. tr)

exprnd its (;Sl\'l rr]obil( nct$,or[ 0,l/(t-1.

Lucent Techrologies (US)

Wrrr conlruct lionr Shandonu Unicorrr, ir subsidi:rrv of China Uni.onl.
to buikl il high !lpa.ity optical nelwork in Shindonr. 0,r/0-1.

Nokia Corp. (Japan)/Beiiing Just Top Network Communications
Co.

Signcd .ontra.l ro jl)intlv build digitul nrobilc radio .ofiIrunicitions
nct\(n k in ilciiins rrei.01/0:1.

CHINA'S EXPORTS

CHINA'S IMPORTS

Betail/Wholesale

Regearch & Development
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3Com Corp. (US)/HuaweiTechnologies Co. Ltd. (Beiiing)
\\'ill i,rrr nctr0rkcrluiprncnl toirll lrnturr, l(on1 llu.n\!i.\ith
olttcrrn Honq KonuloLl llrn(/hou,lh(lilng.(L \:{9",, PliL:-;l"r)
0.1/l)l

DigitalAria Co. Ltd. (South Korea)/China Putian Capital Group
(Eeiiinq)

\Vill lornr x jr)Irl vcntur( to nr.rke lilJsh ;rninrltirrrs .rvrillirlc ovcr

nr bilr lhon(' l\oulh (onr:{{/rl,-PR( :51"i'). $ l.l nrillirnr. (l-1/{).1.

Sumitomo Corp. (Japan)/walden lnternational lnvestment
Group (US)

li) rhl st.rkc rrr llnil((l 1'htlirnrr 'lechnol,rqies lrri.,r trlce0nr

.qLriprr(nl nr.ll)ul.ralLr(r irr I]rrrinr-. :l l. I nlilliorr (l.i/l).1

Nokia Corp. (Japan)

\till ronsoli&rlc joint 1.rilurcs in Chinx into on. hrSe lirm Jnd strrl

f()du!ti()n ol (ll)MA ph r )n.s. 04/l).1.

OTHER

INVESTMENTS IN CHINA

Ronco Trading Co. Ltd., a subsidiary ol Rontex lnternational
Holdings l"td. (Hong Kong)/Yan Ai Lin

\\'illl,,|11r r lr)rl\\'(rr joinl \(nlur( lllnls[(nrg:]sr',,-l)li(::1",,).Sl.l
nrilli('n. (l.l/01.

CHINA'S IMPORTS

Nortel Networks ltd. (US)

\\oo (ontri(l li(nn {oufl)nltnl r)l\irngt)u. Shinrhiri.lir rrtxrrrk
cquipnrcl|t an(l sohrlions. (l.l/0.1.

Nonel Networks [td. (US)

\\bo contracl l'rom HitinIn li'lccom.a sulrsidiarv r)l-(lhin.r lilcc(nn,

lirr cquipnrcnt to Lrperadc ili lircd.linc dl jU nd\rork in .rinrn.
(iv0.l.

Shsrp Corp. (Jap8n)

l\ir).onlrn.l t(, \ullplr l)lt.rng lllctonr'|,'thnol'$\ (1)- in ll.iiinr
wilh .irnr.rir (quiffcd (i5N{ ccll |hon.s. {)4/l)3.

UTstarcom,lnc. (USl

\\bn contract ironr Chinir Ncttonr lirr dr:plrrvnrcnt o[ I\S ncnr'orks in

Itcijinl. $ I 7.5 rrillion. 0.1/{).1.

UTStarcom,lnc. (USl

\\tnr conlracl tionr Chinr Nctconr li)r.xl.nsion ()l ils IAS ndworli in

\unnan. 5.1{) nrillil)n. 0,1/l).1.

Cisco Systems, lnc., Ingram Micro lnc. (USychina Netcom, Red

Sail Telecom Co. (Beiiing)

l'r,nIrd.rlli;:n.t tolrr\iilthrortlh.rni] irrnrnruni..rtirn \(r\i..5 t(,

SNIEs in (lhinir. (l.l/0-1.

UTStarcom,lnc. (US)

\li)n aonlraal ,rorrr (:hinJ 'li'lcconr li)r cxfin5ion ol'PAS n.tNorks iD

liirngsu rnd GuroSdon8. $40 rnillim. 0.1/0-].

INVESTMENTS IN CH INA

Solecnon Corp. (US)/Guangzhou Soutec (G roup) Technology Co.

Ltd. (Guaogdong)

\Vill li)nn toinl vcllurc, Sout!'.lron lcehrokrSr(('Lrirngrhr)ll)(.rr.ll(1.,

to J.\i{n.,rr.rrl(l..rnd lr,r(lu.e..ll fhoI.\ 0.1/(ll

Stsrwood Hotels & Resons Worldwide, lnc. (US)

\\l)n .(,r)lrxLl lflrn Si.hurn Xinih{ngrin Indul'lri.rl (-{). I t(l.lo
,'f.r.rte ind rrr.rn.ur thr 5h.r.n(,fi ,iurhriqou Il{)t.1.0.1/(r.1.

CHINA'S IM PO RTS

THE SUPPLY CHAIN

a Distribution, Logistics, and the WTO

It Sourcing for Small Companies

a Wal-Mart in China

... and more

Artgmup Asia

Brlor & Daniels

Chins lntsmationll Fsir for lnvoltnenl & Trsds

EMC Complianco Managomem Group

Jones oay

Maorst Soaland

39

2

63

't7
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64
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T.xtiloa & App.r.l

2immer AG (Germany)

\\ixr .onlracl irom JiJDr.lru Hcngli Chtmical Fibre Co. l-td. to

construct .r dircct spinnrng phnl tor polvcster. 5 -15.-2 nrillion.0l/0-1.

Tourilm & Hoteh

Concerto Soltware, lnc. (US), New World Xianglong

Communicstion Ltd. (Hong Kong)

\\'ill lorr joinl \ (lrtur(, ( (nr.rrlo \olir\.rrc tri!\t \\irr1d. t,r pr,rr idr' i.rll

f.ntcr \Lrllorl iI \hirn!hJi. lJriiing,.rn(l (,u.rnS.?l)ou. {).1/ll l.

Advertisers in this lssue:



REVIEWS

terfions

n [)hina

0n

llodal
Social Connections in China:
!nstitutions, Culture, and the
Changing Nature of Guanxi

edited by Thomss Gold, Doug Guthrie. and David Wank
New York: Cambridgo Uriversity Press, 2002.272 pp.

350 hardcoveL S22 sottcover

71,,,,,,aa,,,,,rr .rrc urlr\ersilrry us( r r.r l

I irr roii.rl .rn.l hrrsiness.rttivitics.
V ln sn.i,/ ti, tuL't'tintt! itt t:hit,tt:
Itttittrtiorrs, ()lurt' onl tlla' Chu4irg
Mrtrrrc o/ (irrrur.ri,'l-honrrs (lolti, lirnrcr
chirir of thc (lentcr frrr (lhinese' Studics at

tlrc Llnivcrsitr, o[ (ialifornia, l]t'rkelev;
l)oug Guthrie, proli'ssor of Sociologv .tt
Ncw \'(',rk ['nivcr.it!;.rntl l).r i.i \\ank,
of Sophia t)nivcrsitv in 'lirkyo, cclit a vrrl'
r.rnrc of pieccs th.rt lltcnlft k) dssess lhc
rolc of.grrrrrlri in nrodern (ihinir. Sonrc
authors arBuc thnt Xrrorr,ri itselI inhibits
thc delclrpnrent ol rnodcrn (,hincst,

socicty. Olhcrs arSuc thrl il is-irnd will
continuc t() be-d nccessnry rcgulrting
f-aclor in etrsuring ef6cienc,v in social,
economic, lnd lcgill intcrirctions.

'Ihe book begins rtith an insighttirl
ovcrvierv of thc rcccnt scholarship on
grrarxi, rvhich attcmpts to de6ne,6rst,
which prlctices should bc consiclerecl

.grral-ti. l hc second parl cxanlincs thc
rrclhodological rnrl conccptual considcr-
ations of grrnrrri, including thc problcnrs
in cvaluating its clfectivtncss irr (lhina,
and thc' third part1, effects o[ its use.

Most of the book dclvcs inkr tlre qucs-
tiorr ol thc I'rcvltcnce,rl .qrr,trr.rr rtt ritri
ous aspccts of (lhincse lite today. The

(li\LU\\i,,rr cr.Jrr)irrcs th(' rv.rr .qrlrrrIr is

rrsetl in cconornic rcl.rtionr'. it\ inllurn(ir
rrr thc shitfrc oi busilcss-slirlc relirlions,
.rn<l its ro[' in (ilrinr',, cnrerging lalror
nr.rrkcts. lhe book also anirlvzcs the
dcglcc to which.qrrarr.ri is usccl in jolr

scarchtr in urbln (.hini. thr aooncalion
b(twc(r .(r/irln i .ln(l thc Chincse eoniept
ol tlcc, whcthcr' .qrrrrrrri conrplinrcnts or
eontradicts thc dc\'.1()pmcrrt ol (lhin.r's

lcgal systcnr, tlrc link lrctwccn .r,lrrrrrrri and

trrrsip in socill interr(tion\, ind thc $'.1)'s

rrr rvhrih irr.livirlu.rl. r.rrr li'stcr !rr,r,nr.
Tlr,'rr!,h c.r.h th.t1'ter totrl.l \t.ut(l (rrt il\

rrwn, thc lrok's nrain l]urposc is to
J(rrr(,|l\lrirl( llr.tl -(/r,/r,.\t i\ \lrll lrc\L.t]l itl
nr.lrr! .r\l\'(l\ ,rl'( .hincrc rr rei.r! .rtrtl Irrrrr-

ncss inlcrnction l)dxv.'lhe qucstiort the

brxrk rrises is rlhrthcr rclationshiPs, irr tlrc
nridst t,l (lhina's rrrassivc inr,tituIion.iI
eh.rngc, rvill nr.rintlin thc'ir inrportancc. All
Jolhor\, slvc li)r (;uthric, ag,rce thcl rr'ill.

(luthric n()t onlv rx.rnrirres the prob
lcnrs inhcrcnt in mcx\uring thc c\tcnl l()
rvlrich grarrrri prrtluccs tang,itrle rcsrrlls,
[rut:rlso argucs that lhc tcnclcncv trr use

trrrtari is a r'esult of one's socill st.rncling.

In Chinir'r uncqual socictv, lhosc in lhe
uPp.r so.ixl slrili r(:ly on it lcss than
those il( thc l)()tlonr.

llccausc o[ (-hinl's inclersing intcgr'it'
ti,'rr rrith the r.\t ,,l lhr \tt,rl(1..(r,r,r.\i i\
an iuporlanl Irhcnonreoon tr unr.lcr'

\t.rI](l iIl hrr\in.r\ r(litron\..\r tltr l)ll(.
q()renrnr('lll nnd ( ]hin.'\c (l()nlrnuni\l
Piirty \vstcrn contil1ues 1() looscn its drn'
coniln grip on soeict\-,.rn(l in liBhl ()l
(ihinr'ri cIltry int() lhc \\i)rld Il.irdc
Or{rnization, il r{ill l)c iI]tcr(rsti g to scc

thc rolc tlr.rt.qrrrrrr.rr p1.11's in its clcvclol,
ing lcgitl itnrl econonric svstenrs. lhoug,h
the [lrok prinrarilv dcals rlith urtr.rrr
(ihina. it rvoLrlcl bc richrr il it hirtl
crpirrcd thc rolc rrl .grrrrrrri in ( ihirta s

cthnia nrin()rit\'.omnurrilies ( unless-
grrrrrr-ti is pretlominatelv a nrark of Han
(ihincse crrltrrrc t.

SoLiol ( hnutr tirtts itt ( l/rirrrr is a wcll
rvrittcn lnrl t hought - p rovoking inrcstig.r-
tiorr of thc usr.' ol'.qrrrlrrri in brrsintss lnd
soci:rl tiealirtgs in (lhinir tod.tt. lt is J u\c-
tirl brxrk lirr thosc intcrcsted in \ociolo*)',
cultur';rl lnthropologr', lrw, rrrri busi-
ncss .rnd providcs grcat insight ink) lhc
r.rntlcrcnrrcrtts ol- thc (.hincst' prrlitical
rvrrrlcltotl.rr'. -Sllrunot()tuni
Shannon Conrad is an information specialist
tocusing on China and llbet rn the East Asian

Research Division ot the Voice of America.

China Wireless Landscape (rryal! chart)
London: ABCchan (u/wwarccha .coml,2|J/.J,2. Size:Al (841mm x 594nm). $99.

Gl u,ru !r li'r.'is Lr,r.isa.rpc rs J Inrr-

ly i,::l:l:r:T;: l :,-il,:,li;l"'
Chinir, excluding t{ong, Kong lnrl
Ivlacao. Produccd by AR(ichart l-td. antl
rescarchc<1 and dcsigncd in association
n'ith llcijing-basc<l NIF(l Insight, thc
chlrt includes data through May 2002

.rnd rvils prrblishccl in Set)lenll)cr 1002.
('l he ch.rrt rvill lrc trpdatcd io Scptcr]lbcr
l0l)l. t ;\ll ol-tht' Ll.rt.r is .rlso ,rYrilirblr lirr
purch;rsc in sl,rendsheel li)nrirl.
t)r'crall, thc chirrt providc: .r d('t.tilcd,r!'l
casy-to-rcld visual srr.rpshot of (ihinir's

rr irc'lers tr'chnologv rnlrket.

'l'he chart s ccnterpiccc is a nr.rp ol
Chini th.it lists d.rtn li)r cn.h pr(,!'incc:
rrrlxtribcrs lrv SL,lrul srstr'rt hrr rttohiI
conrnrunic,rtion (( iSNl ), gcneril pn.kct
radio trviec ((;l'ltS), co(lr division nrul
tiplc acccss ((iDN,lA), ancl l,ersrrn:tl acccsr
s|rvrrcs tl'A\,1 frirrr.trilr ntol,ilc'r.rrr.c
Irrrrr rrler.: nr,rnth[ .rverJg(' re\(r]u( |("
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Hard Sleeper

by Jenniler Scheel Bushman and Jean Artley Szymanski. Fort Bragg,

CA: lost Coast Press,2m3.253 pp.94.95 hardcover.

Ll llJ ll;:i';l ;:,i;tT:ll:T,":*
f I <:hiu"." hirr(l-\lccpcr tr.rin (ir.

is a gripping novcl that addresses chirngc,
rvar, farnily, and nrother-daughter l'nnds.
'l-he story unf(,lds in contcmporary
linres, rvhen an Anrcrican documeltary
6lm producer, Pippa Janrcs, atlenrpts to
llcsh out a docunrcntary lcnd on ir nroth-
er-daughlcr rcunion in (ihengdu,

Sichuan. She is told that thc mother. Iane

McPhcrson, is ar cldcrly ArDerican who
has not sccn ht'r half-Chincse daughtcr,
l)i Ilcihua t Ilci t, lirr rorrghlv 6l) vc.rrs.

lanc, who was born und rliscd in (lhina
tuntil shc war 17. arrd Mci sk'wlt rlrare
their lile sk)ries lvith Pippa over thc
coursc ()l ii cross-aountry train ridc.

Thror.rgh a scric's of tlashbacks, rcad-
crs lcarn lhal llnc r prrcrrts rvcre nrir-
sionarics in Beiiing in the 1920s and
1930s. Aftcr Jane's nrothcr and fithcr are

nrurdercd, lant'and her lrrother movt'lo
Shanghai to live u ith fanrill, tricnds
whoso lifcstyles clash with tlrcir rrrission
ary upbringing. llccause oI thcir parcnts'
unsolr'ed murclt'r-ancl scverirl othcr
unanswcred qucslions-thc novel quick-
Iv beconrcs a suspensetul, Pagg-1u1n111*

'I'hc st()ries ()l thc trvo s,onren unlirld
agirinst thc backdrop of(llrin.r in thc
l9-10s, a pcliod nrrrkctl hy thc clonri
nance of lirrcign conccssions and othcr
hrrnilirting legrcicr of tlrc ()piuru \\rar,
warlordisnr, prrvcrlv, intcrnirl strili', ancl

thc Anti-lxpnnesc \\'irr leatling up to
\\irrltl \\.rr ll. L,/r,/ Si,r?, r,1(r,!il' l('r-
cign nrissionaly lili'ls well as tht' lifi'of
s\!.rnk\', |irrtv- ho1lping \\'c.tcrn busi-
nesspt'oplc in Shanghai..{rr,\rtcric.tn
Sinophilc rvho ar.krpts Chirl.sc wals nnd
hls nranr (ihincsc l'ricncls is cr:ntntslcd
rvith lirrcigncrs rvho live in ( lhin.r vc.trs

withoul lcnrning il word ol ( lhincsc.
( lhincsc lr icnds. nrissionnricr', sc'rvnnls,

.oninruni\ls, busincsspcof lc, nod Brng'
\tars ilrc xlso portrlyccl. Il.rcc ancl cllss
problcnrs pcrlatlc lhc storv. At onc
point, contcmporarr'-erit l.rnc,;ut'stions
ulrcthcr li'elings bet*,ecn lirrcigncrs.tnd
(lhinesc havc charrgcd ovcr thc decirdus

,'r s'h. tlr. r there i. 'trll trrrJerlr irrq pr, i-
tutlicr'.

Thr st()ry's nrain charactcr, Janc,

rctains her positivc outlook on lifc
tlcspitc.r scries ol tievnstnlinq cvcnls,
and whcn shc kxrks h.tck.tt hcr early
vlals in ( lhina, shc linds lhat "lrir!,cdv
lcd k) l)|.\sing"-.r rclercncc to her pcr-

sonll lilc and to (lhina's hislorr'. llut
cvcn with thcse prrritivr'llhrnrrtions, I

was exhauste'cl b1, thc nryri.rcl of plot
ts ists lnrl I'erson.rl lrlge,.lics.

All in .rll, Hor,l.\/t'c1,t1 is .r tirsl-pr(cd
lrook that is suitirblc lirr a wir.le rlngc ol'
rtrders, including thosc u ith littlt
knorvlcclgc ol(-hin.r (beclurc l)ipP.r is.r
(lhina novi.c, alnple historical back
glounrl is I'rovided ). I hc lovel will sirt-

islv rcarierr iotercst,.'rl in (.hint, historl',
lnd mystcrics, lnrorrg othcr srrbiects.

'l hc ruthors-lcirn Artlev Sz,vnranski.

a firrmer lirreign scrlicc otticcr in
llcijing, and Jcnnilcr Schcel I}Lrshnrnn,
rvhr has lired and workcd in several

!ountric\-rvr()1. ns .r nlothcr-(lnrrghtcr
ttanr. 1hc1' undorrlrtccllv workcd closcl)'
ovcr long nights on the btxrk-a froicct
rh.rl h'(u\((l n rrrdthcr ri.rughter rcl.r

ti,rnr. Atltlirrg to th. rrr'iSlll (rl thc pcr-
son.rl trrrgcrlics in thc book, lc.rn
St, r'nranski tiicd ol hrcast (.n.cr in l99ll,
shortly.rlicr the btxrk's conrplclion.

Paula M l\.4iller is assistanteditot. The CBR.

l ic \\'dlto

vice proviclcrs and thrir owncrship struc-
turcs, inclutling ovcrscas lislings.

.\ snr.rll but us.lirl scction ol thc .h.trt
is a serics of pic grirphs dct.riling cqtrip
rrcnl !L'n(l()r ncnvork building corrtr'.rcts

lirr eirch rnobilt tcchnologv: (iSi\l, til'115,
( I )MA, .r,r(l l)r\5.,\ torrL'rp0rrtlirrg .rr-
tion on orobilc handscl pro!i(lers \rould
h.r,'c be,:n r Lrsefirl .rdclition. 'l hc final
pirrt ol thc chart lists (lhinir's teleconr scr

,I

Julie Walton is Business Advisory Services

associate at The US-China Business Councll i0

Washington, DC.

fHE CHINA SUS,LSS BEVIEW July-August 2OO3 55

HARD
S LIIPTP.

ItN rrn s(Hut BIrslJM N
r;d lt^N Arntr SIYM^NSI

-l\uh l,l. ,\lillo

rtt,

trt,(,]i

user (AllPU); n.ttvork c() slru.tion con-
trircts; lntl nrobilc pcnetrirlion ratc. A sidc
charl conrparcs thc avt'ritgc provincial
r\RPLI lnd totll subscribcrs lirr each

Provin(,.'.
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Books in Ghirrese

Fl.'tc,rt .trdi". bv (lhinr:re
l{ ."*""..h".. hrr" rtt.nrrt"J t,,
! lo","r''rn.,ne am().nr ()r nr.rt(r
lost to (lhina's econonry and governnrcnt
lT udget through srrruggling, corruption,
capital flight, and value-acldccl tax rebatc
fraud. ln 2002, thc country focuscd
unprecedcnled attenlion on a crackdown
on tax evusion by individuals and conr-
panies. 'l ht' crackdown has coincidcd
with the publication of sevcral studics
that try to estimntc the amount of money
lost k) lax cvasion, of which I)r. lia
Shaohuai Rrsearrfi Ltrr Chirn's Lost l)tt
Rd,carrc hrs had thc highcst profilc.

lia, l professor of economics and
presently director of the Statc
Adnrinistrntion of 'laxation's Yangzhou
'lax Relirrnr Institutc in liangsu, has pro
duccd a .,rnrl,rchcnsive analvsis oi thc
losses causc<i by tax cvasion in China. Jia

dcines tax loss as the revenues that
should have been collected under currcnt
trx law lnd regulatirrn:, tir:nr lx)lh indi-
vidu.rls anJ conrplrrics hrrt w<'nt unrc
ported or uncollected. With cxamplcs
and statistics, Jia estimates thc cxtent oI
(lhina's nrissing tax revenuc by looking at
the of6cial "abovc-ground cconomy" data
and unotlicial undcrground ccoool,lry
cstimatcs. Analyzirlg data liom 1995 to

+ Eft'|t,fr,*.Fl frE*fr
frea+ *
Research on China's
Lost Tax Revenue

by Jia Shaohua. Eeiiing: Iinance and Economics
Publishing House ol China, 2002.477pp. EI2 ($3.87) sottcover

l{Xx), Jin cstinratcs Iosses of Y.l7l.7 billion
(1i44.9 billiorr) for lhc official economv
and losscs ol Y71.9 billion ( Stt.lt billion I

lirr the undcrgnruncl !'c(n()my in 2(XX).

Anrong othcr trends, the churt shows that
tlx loss lronr persorrll inconrc tax has

becn incrcasing cvcry vcar ns r1l()re c.lrn
ers pass the YtJ00 l$96.76) oronlhly
inconrc lcvcl. lhc lcvcl at which inconrc
tax kicks in. lin estinrdles th.rt fi-l.l l)il-
lion (Sll.ll billion) r:l'pcrsonal inconrc lnx
rvls lost in fO(X), lw(, and a hali tinrcs
lh(.lnroLrrl thought t,r h.le hccrr l,r.t irr
I997.

Iiir thcn analyzcs the relsons Lr ti!\
Irss by cruplovinB Slnrc tht'orv antl huci
gct ntaxintiz.rtit'o nr,rtlrls. liu suggc'ts
lhrt tirx cvilsi()n in ( lhina rcsulls fronr aIl
irrationallv dcsigncd svsttrn, rrhich
cneourlgcs individuals and cntcrprircs to
avoid paying 111c5. llc stys thlt the lrrck

oi supervision, nronitoring, anci cvcn
bariic collcction nlcch.lnisnrs is prevcnt-
ing titx collcction nt ndcquntc ratcs.

'lhe thirtl part ol lia's str.r(ly offers
aonlparis()os $,ith ()lhcr counlrics thal
havc addre'sscd similar diflictrlties in tar
crrllcction. llc introduccs prnctices used
in dcvekrpcd counlrics, as lvcll as in
Ibng Kong and firirvan, to product' .r list
of l2 rcconrrnendlti()ns to rcducc lax

cvasion in (.hina. _l 
hc rcconln)cndati()ns

irrr. lrrJr' tiplttcnitrg superr isiorr of invoit-
cs .tnd !ri!.rncnts, dcvcloping Protissionnl
tax auditors, raising pcnirltics, arrd
inrproving tlrc qLr rlitv of tax adnrinistra-
krrs. Jiir concludes his book rvith lnca-
surcs the (ihirrcsc govcrnrncnl shoultj
txke t() conlr()l tax evasion, inclurling
strrngthening thc rtrlc o[ law and educat.
int, tlrc public alxrut tlrc benclits the1,

reccive fionr paying tirxcs.
With thc crirckcilln on tax cvasion by

cclcbritics an,.l the re(cnt institution of ir

rcviscd l,aw on [-cvving and (irllccting
Jirxcs lncl ils inrple,nrcnting rulcs,
(ihincse olliciirls sccor to hc trking Jia':,
rrivicc. Rcscrrrc/r ol ( )hitru's ltst litx
/l('r'.r1. is it helpftrl rcfcrcncc lirr govcrn-
nrcnt of'licials and schollrs intcrcsterl rn

qu.rnlitinS lhe mi!gnitrrdc of (lhina's lax
collcction problenls.rnd seeking nreans
t() l.ssen (:hinit'\ fistal rvocs

llri,ln (ldlsttin uul Shlrot Litr
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Brian Goldstein is former research manager at
The US-China Business Councilin Beiiing.
Sharon Liu, a former intern atthe Cou0cil's
Beiiing otfice, now works for KPMG.
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Venture Capital Options Expand-A Bit

Continued from page 27

the distribution or Piryment, an auditing
report, proof of anri insPcclion report on

thc funds injectcd by the foreiSn

investors, and proof of tax Paynrenl and

tax exartrinnti<rtl reporting f<rrnl issuctl by

an accounting 6rm. Prolits nay br: used

to purch.rsc forcigtl c\(hallSc lor rcfatri_
ation consistent with rclcvant laws ancl

regulations. A corPorate FIV(lEt forciSn

exchangc account, capital distribution'
arrd othcr forcign cxcllange receiPt and

cxpenditurc itenrs arc subjccl to cxisting

[r,rr'ign cxrhrnSc rn.trldS('n)clrl rcgtlla

tions. SAF!l is currctrtly drafting frrrcign

exchangc regulations for nonlc2lal Person
IrlVCEs.

As with thc prrtvirion.rl rcgrrlatiorrs.

the regulatiorl sPc.i6es that FIVCEs dre

to be taxed according to rclevant laws

aDd regulations. FIVCI,ltrnds thus arc at

a disadvantage sincc more tax-ethci!'nt
structurcs are Possible using offshore or
tax haven strLrcturcs. lde'ally' a lilV(JE

could pass gains ancl losscs to its
investors and its affiliates without incur
ring taxes, deduct losscs Senerlted by

investNcnts agiinst 8ains, and deduct

financing costs associatcd with V(i invcst-

ments. (lorporale FIV(lEs must submit

onc tonrprehenrivc iorl\trJl( l.lr PJ\
nrent. A nonlegal person FIVCFi nray

allocatc its tax liability to its individual
invcstors as provided in its opcrational

di)( mcnl:'- a' long as stt.h .tllocati{'n is

(on\i\lcnt with rel(vJnt l.r)\ l.rwt. SAT i'
drafting further rcgttlations on the collec

tion of taxes from nonlegal Person
FIV(lEs.

Termination
and liquidation

A FIVCF-'S lernr must be stiPulated in

its org.rniz.tti.n.rl tlrcrrmcnls 'tnd llor
nrally may not excccd ll years. MOI
COM must nPfrove dny cxtension lrf the

FIVCFI's operating tcrn'! and rnust

rpprovc a corPoratc I-lV(lI's dissoltrtion
prior to cxp;ration. A n<rnlcgal person

flV(ili may clissolvc bcfbrc its tcrm

cxpires without Prior MOF(lOM
approval if it has tiisposctl of all ol its

cquity invcstnrents, sltislicd all dcbts, and

providccl lirr caPitrl clistribtrtion. ln srrch

ru casc, thc nonlcgal pc'rs()n I:lV(l[', nlust

subnrit a notice ol dissolutiorl witlr
MOF(lOM 3{) clays befbrr: thc proposed

dissolution datc. I:lV(lhs Inusl ilPPlv lo
5AI( lo (,rn((l lh(.ir r(gislr.llirrn tvilhin

J0 tlnys after cornPleting ltluitlation.'l his

canccllation packagc mtrst includc a

rrl,orl tfi,nr tlrc I-lV( F s lll,rll,lgeln.rll
conrrniltcc, n canccllntion applicirtion,

liquidation reforl, ancl othcr docr.rments

as rcquircd by all,licablc llws. The

Better, but
not good enough

'I he regulation is ln ambitious
attempt k) nurture China's venture capi_

tal and high-tech scctors. Rut it fails to

correct many problems carried over front

the provisional reguliltions. In addilion k)
the problcnrs nrcntioned abovc, thc'regu-

Intion docs not sufFciently adtlress

investors' concerns iboLlt the transParen-

cy nn(l accuracy of an inveslcc conlPany's

books and recorcls-requiring FIVOEs to

s1,cnd signilicant tinrc and nronel'on dtre

tliligence, thus incrcasing transaction

Dcspitc this and othcr llaws' tht'rcgu-
I.rti,'n i* :r p,'sitive sltp in lhc dcvL l,l'
rncnt of (lhina's V(l rrlarket. 'l-hc

qualitltive rnd quintitativc requircmcnts
placed on t;lV(iE invcsbrs show that the

regulation is aimcd at attracting invest()rs

with market expcrierlcc, not purely finan

ci.l spcculators. Grcater forcign involve

m.nt in lhi\ \cch)r will < ntinrrt to tlrire
rcgul:rtory dcvcloprnent, and VC rules no

cloubt will continue k) cvolve. t

Toward a Rules-Based FDI Policy Framework

Continued fron page 47

Untapped potential
The vast n)irjoril,v of FDI flows atnong

OfICD nretnl'tt- courltries (which account

fi)r morc than 90 percent of global Fl)l
tl()ws) arc now in the irrm of cross-bordcr

M&A. By contrast, cross-bordcr M&A
irccounts for a ncgligitrlc proportion of
(lhina's Fl)l inllows, which come nrainly

in thc tirrm of ioint-vcnture PartDershiPs
,,r grc,'nftel.l inre\ttrrrnl.. Y(l M&A oflirs
n trcmendous Potcrltial firr fclreign

invest()rs lo particiPate iu thc reslr(lctur-

ing of Lihinir's stalc-owncd cnterPriscs,

many of which ilre irrcllicient arld could

benclit tionr new nlrnagcmcnt techlliques

at lcast as m(tch as from inlPorted, ncw

technotogy. One reason tirr the lack of
M&A lctivity is thc uncertain lcgal stattts

ofcross-borde'r N4&A in (lhina (s.eP l2).
A consistent, coherent, and transParent

comPctitivc environl'nent would cncour-

age'folcign investors to Plav a ftlllcr role in

state-owncd entcrPrise rcstructurinq.
China's capital rnarkcts irre larglcly

cl()sed to direct lbreign involvenlent.
l-orcigners have not, in thc Past, officiall,v

bcen ablc to pr.rrchasc A shares' wlrith
constitule the nraiority of sharcs on thc

Shanghai and Shenzhcn stock mirrkcts

I lFs,rrt,nol p(rnrill.(l lo i.'rrc lx,rlJs irr

Chinr; only a handlul of Fll'ls are'likt'ly trr

be alkxve'cl to issue shares. Allowing fir
eign invcstors lo ParticiPiltc'in (lhin 's

ctrpital mi]rkr'ts on the samc basis as

donlestic invesk)rs woulcl help creatc

dcpth and liquidity in those markets; it
rvould irlso allrrw frrreilln investors Src.tcr
llctilrility in finirr)(inF th( ir nl(rili{)n\ in
(ihina and cngaging in M&A

Policy options that will enhcnce thc

rnabling environnrent for fi)reign
irrvc\t,,rs will al',r I'e E t,'d [rrr dom. stic

investors. A rules_based systen can creatc

the transplrcn.y nnd predictability that

.rll l,rr.irre'st's ttcttl il th,1 .tre lo nrakc

large scirle, Lrng-tc'rrl investnlents. And
(ihina's expt'riencc'over thc Past two

dccnci!'s denmnstratcs thil oPcl'lil1g scc-

k)rs to l;l)l is o surcr way of strengthen

irru tlotrrr'slic ('hrnts( (t,nlI',ltri. s lhnn

prr)tcitlr,lllsln

THE CHINA aUSllVfSS BEVIEW July August 2OO3 57

FIVCE will be terminated uPon SAI(l
approval, but the nonlegal Person
FIVCFi's principal invcstor's obligations

cxtend past the ternlination of thc ven

ture.
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China and SARS: The Crisis and lts
Effect on Politics and the Economy
Washington, DC

July 2, 2ru

July lssues Luncheon
July 17,20m
Washington. DC

Washington

USCBC Hosts 3fth Annual
Membership Meeting

Featuring Richard Bush, senior fellow and director of Brookings
Ccnter for Northcast Asian policy Studies; l,auric Garrett, nredl-
cal and science writcr for Ncwsday and peabody, polk, and
Pulitzer prize winner; Robert Kapp, president, Thc US-Chjna
I]usiness Council; and Minxin Pei and Michael D. Swaine,
senior associates and co-directors of the China program,
Carnegie Endowmerlt for International Peace. Co slrcnsored by
the Oarnegie Endowment for Intel.national peacc, The US
China lJusiness (ituncil, The t3rookings Institution, and thc
Atlantic Council of the United States.

Aldonas, Kapp, and Craner at the Council's 30th Annual
Membership Meeting

May
Issues Luncheon Fcaturcd Craig Allen, inconting senior com
nrercial oflicer, US Enrbassy irr Ileijing

China on the Hill Briefing: Discussion of the Economic,
Political, and Business Impacts ofSARS on China and Beyond
Ireatured Erika Lllvander, US I)epartment of Hcalth and Human
Services; Robert Kapp, The US-China llusjness Council; Homi
Kharas, the World Bank; David M. I-ampron, k)hns Hopkins
University's School of Advanccd Internatiolal StLrdiesi D.tvid
7,weig, Hor-rg Kong University of Science and Tcchnology.
Supportcd by Senator Joseph Biden, Representntive phil Crane,
Represcntativc Iim Lcach, and Ileprcsentative Donakl Manzull<r

Briefing: Prospects for Economic Development and
Cooperation in Asia lrc,iltur.d [_ong yongtu, secretary genernl,
lJoao Forunr f<rr Asia. I losted h1, the Ocnter for Strategic and
lnternational Studics, thc National Cinrmittce on US China
Rchtions, ancl Thc US-China Business Coultcil

June
Brie6ng: Current Standards [ssues in China Featurecl Angeh
Davis, US llrnbassy in Beijing; Christine I)eVrux, Nirtional
Institute of Staldards lntl l.:chnology; M.rttlrcw Gettntan, US
Ernbassy in Bcijing; and'linrothy Wincland, US l)epartmenr of
(irrnnrercc

The US-China Business Council held its 30th Annual
Membership Meeting, China Market 2003, on June 5 in
Washington, DC. The meetingt plenary session began with
a discussion of the implications of severe acute respiratory
syndrome (SARS) for China, led by patrick powers and lain
McDaniels of the USCBC's China offices. Victor yuan of
Horizon Research and Roy Shcldon of ITT lndustries, Inc.
then spoke on consumer market trends in China, Kenneth
Lieberthal of the University of Michigan and Margaret
Pearson of the University of Maryland presented their views
on decisionmaking in China.

At one of two concurrent afternoon sessions, Robert A.
Kapp, USCBC; Thomas P Conley, Toy Industry Association;
Richard Herold, BP; and Richard Brecher, Motorola lnc.
discussed corporate best practices. The second concurrent
session,led by David Fernyhough, Hill and Associates;
Douglas Clark, Lovells; and David Simon, lntcl Corp.,
addressed controlling intellectual property in China.

US Under Secretary <)f Commerce For lnternational
Trade Grant Aldonas and US Assistant Secretary of State for
Democracy, Human Rights, and Labor l,orne Craner were
keynote speakers.

Quarterly WTO Working Group Briefing: China,s WTC)
Implementation-A Mid-Year Assessment lcatruc(i \Vctrdv
t 'rrll(r,.1\\i\t.llI I 5 lr,rJc l{(pr(\.nt.rti\c ,l \ llt . \dr.1l1 1,;,,
rnd (lhallcs Iirecmln, tJcputy irssisttnt IrS'l ll lirr. (]hina,'lailvln
I krng Kon!, NIacao, ancl I\'longrrlir

UPCOMING EVENTS

EVENT WBAP.UP
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is a writer and editor in Washington, DC.
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The Smithsonion's 2002 Silk Rood folklife festivol

provided o cullurol bildge between Eost ond Wesl

I nragine .ualking lnrrrng Uzl.ck weavr'rs. Kazakh nonrads, and Chinese stor,vtr'llcrs; watching ntartial

! .rrtists lnd hcrring rhc uni(lue \oundr o[singers locl musicians fronr Mongolia and Beijing;<liscov-
I cring.rn .rrriicnt Xi'an 8,.'ll lirwcr; lnd wandering lhrough l bazaar that ovcrllows with'Lrrkmen
carpcts, Jitpancsc pirpcr, Uyghur calligraplry, and Turkish ccratnics.

Anrazinglt, cnough, this vision of the frablt'd Silk Iioatl carne to lifi' on the Natiorrll Mall in Washington,

IXl, in lune rnd luly 200i, when a l0-d.ry ftrlklife festival shorvcased thc talents of;rrtists and Pcrftrrmers
lr(nn nx)rc lhirll 2(l ,\sian and lruropean countries. At a tinrc when US cultural instituti()ns had yet k) recov-

cr lnrm the evc'nts of Scptcnrl)cr I1,20()1, thc Smithsonian Institution\ multinrcdia cxtrava8dnza broke

alt.rrdiince rc.ords, bringing more than l.l rnillion pcoplt' firce to tirce' with a world lhey knew Iittle nbout.

Wc'st nret Flnst, thc l,rivilcgcd rnct the discrrfranchised. thc farnous nrct the obscure, and becausc cvervone

atc, played, laughccl, and philosophizcd krgrtht'r, rrrincls opt'ned ancl livcs changcd. Subtitled "(irnnecting
(irlturc's, Crcatirr61 liust," th. silk Road lirlklili testival delincd the tcrm "cultural exchrnge" and explained

why such exchangt's are crucial lo the world's continuecl wcll-being. l hc story of thc Silk Road fcstival-a
slor),ilmost as f;rsciruting as the Silk Road itscll--tegins with one nran, lhe rvorld-lamous ccllist Yo Yo

lU.r. llorn in I'aris to Chincsc |arcnts, ltl. cmigrated to Ncw Y<trk (iity whcre, as a child prodigl', he began

cx[)loring his nrlisti( roots.'l<ruring as r prrli)rmcr, he noticc(l resenrblances anrong instrumcnts liom dis-

tant countrics ancl oftcn wondcrcd rvhy a specilic (lhincsc tirlk song soundetl so mr.rch like a llungtrian
ruc. lJccausc of his own multicultural hcritagc, he was cxcited by the similaritics lttween llastern and

\\t'stcrn music, lrn(ing thcnr back to thc cxchange of ideas along thc Silk Road.

Nla launchcd thc Silk ltoad Pr()iect in 1998 lo studv thc ntusic.rl c(,nnections nmong divcrse People.
llc li)rmed stratcgic nllianccs with Darlniouth Oollege Professor Tccl l,evin lnd thc Aga Khan 'liust for
(lullure. Thc trust uoderwritcs thc prcscrvalion and pronrotion ofOentralAsian nrusic by funding
concerls, recordings, and rc'sc'arch. \{hcn I-cvin, an c'xpcrl in such nrusic, introriuccd Ma to a number
o[(]t'ntral Asi:rn nrusicirns. the Silk Road !lnsemblc was born. l'hc cnscmtrle travels around thc world,



pla,ving classical .rnd nn)(icrn composil ions-
irrrong thcrn l0 ner,r'works bv ninc Silk lioad
.omposcrs thal blcnd llaslcrn ancl \\tstcrrr
instrrrnrents.

()n his iournc',v along thc Silk Road, \'o Yo

Itla li)und lh.lt hc hucl nruch in conrnron rvith its
itncicnt travclers and thit thc more pc()ple he

rrre'l, the olorc possibilitics hc slrv. Vishakha
l)csai, dircclor of the Asin Socicty in Ncw York,
rccalled onc ol l\l.r's visils ro the muscunt, rvhcrr,

hc is a frcqucnt pntron lnd pertbrncr. lir conr-
plcnrent "Monks rnti ltlcrchants," its ou n Silk
Ihracl cxhibit, the socicty produced-with firncl-
irr6 lionr the l'orrl M,rtrrr tlr. an inr.rgin.rti\,e
tcacher's guiric thnt wns, in itscll, a work ol.rrt.
,\ticr seeing tht guidc, l\la told Desai lhnt it
would be wontlt'rlil to acld a visual conrponcnt
l() lhe anscnr[)lc's nrusic.'l hc cnsenthle was soon
rlistributing thc guides \\,herelcr it pl.r,vcd. l he

Silk lloatl l)roicct rlas grrxling. Bctirre lrrng, it
rvits producinll lccturcs arrd crlribitions, lilnrs
.rnd tblk lcstivals. l\la's mcssnge, statcd in thr
Silk Iload listiv.rl's progrnnr guide, wirs clcnrl
"lly slJrting.r (on|r'rsirtion arrd huilding slrared

trust, strnngcrs aould bcconrc allies, partncrs,
rncl fr-iencls, lc.rrning lionr onr. anothcr akrrrg
thc wav and working crcativcly togcthcr."

A sinrilar philosophy inlirses thc
Sntithsonixn \ (lcntcr for l-olklili and (lultural
llcritagc antl its annual lirlklili. fistival. l)crh.rps
it w.ts inc'r it.tlrlc' thJt lh( lw', i'rs:rni/.rlr)r\ j,)irr
lirrccs, but lhcir initial nrcctings werc in(onclu'
sivc. Nla's group rvas proposing J rccrcation of
thc Silk Roarl in all its nrulticultural :iflcnd()r-
It\ \iFht:\, \r,llr)(is,.tnd [tc0l'[." I he.'r'ttcrf'tirrn
wns flntaslic." silys Iiichlrtl Kcnne<ly, thc ti'sti-
yirl's.o-cLrralor. "But wc tlirln t think it could tle
ckrnc." Snrithsonian fcstivals nornrallv lircus on
()nh two or thrcc c()ulltrics or rcgions rvithin
courrlries. lhc Silk lLoari strctchr'cl tionr lapan to
It:rly, tfuversing nrountaios, dcscrts, antl platcitus
ns its tradc routcs w{runrl throush (ihin.r, lndirr.
(lcnlril Asix.lrt(l thc \liddlc L.,rst. Snlithsoni.lr'l
()rganizers askc(i, (lould rvc rcpresent nrorc lhilrl
l0 countlics? Whcrc cnn wc lind praclitioncrs of
nll lhc.lncicnt.rrts? And ()r(c li)un(l, horv d() w.
gcl thcm lo \\hshingk)n? 

-l 
hc numbcrs r{crc

ti.runting. 'A logistical rrightrrrrrc," accorrling to
LcrrDcJv. Bul thc itler n.rr l(x) int r igullrS lr, givc
rup, rnd the brainstorrning lrcgan.

Organizing
'l hc first stcp wls t() l()cxtc the poltcrs,

lcavr:rs, ctxrks, porcclain- anrl papcr nrakcrs,
grnrlxsts, nrusiain!rs, an,.l st,rrltellers rt ho
woul(l d('rn()n:,lriilc lhcir xrt\ xt lhc ti'slivnl. l'he
Snrithsonian works with instilutions arorrnd thc
ghbc lirr its proiccts. A nclrt()rk of.l0-5{)
l)r()l)lc-rc\clr(hcrs, un i!cr\it\ pr()li'ss()r\. .rnd
rnusrum stali scck\ oul lhc bctt ar.til.tl)le tal-
.nl.-l hcn .onrcs lhe rvcctiing rnd siliing. \Vhat

xr( thc sk)rics .rnd $ ho s ill tcll ihent? l)oc\ one
prcscntcr hn!e an.ld(inlnge ()ver inolhcr? l-hc
r,clcctioD ol nliirtiil nrts g,rolrPs li)r tlr. Silk Rond
l)()jcct wns n rnsc in point.'l'h0 urLrllitudc of
disciplines in (lhinr nradc chrxrsing I rJclinitive
grouI inrpossiblc so tht'Snritlrsonirn (,l)ttd for.1

Broup fronl thc Sin Francisco llay are'a rr'host'
rnork conrlrincr clcnr(.rrt\ ',1 5L,\(rJl nn(i(.lll Jrt5
itrtcl lclls thc story of thosc Jrts througll nrovr-
nlr'It. It wns l)lus thirt th. gr{)!p wis
Anrcrican-rvhal lrettcr rr'irv to shorr, hor.' onc
countrt'nl)s()rb\ rnd reinvc11ts thc lrndilions of
arlothcr?

'lhe Sntithsonian txltnt seilrah avcnlu.rllv

f icldcd 35{) lo .l(x) pcoplc. l h.rt rlas wht,n rce

thought Ihc pri)jcct nriqht iust u,ork," Kcnncdv
renrilrkcd. llLrt substantinl prol.llc'rrrs lcnrlint'd.
ivlosl nraior intcrniltional shows conrc alrout
through high levcl, govcrnDlcot-to-tl()\'rrrrrlcnt
l]cg()ti tio \. l l.rrl thc Snrithsoniar] nc8oti.rted
on th,rt lcvcl rvith l{) countrics. its Silk l.lo.rd tes

tival nright ncvcr hnvc llottcl] off thc ground.
Kcnnedv anrl co .urnk)r l-cvin rimpliliecl mat-
ters hy kecping a |xv prolilc. lhev reli.'cl on
lhcir good lclationships sith pro{in.i.ll go\,crn-
nrcnls, rathcr lhiln cent rdl'g()r,rrnmcnl olli(iirls.

Working onlv with thcsc pxrvincial govcrn
rncnts, Kcnrrcdv.lnd [.e'r'in nranaged l<: sccure,

p.rssports lnrl visas lirr alnrrrst all of thc prcscn
lcrs. It rl,:ls o()l nn ansY lnsl. l)()\t,Scpk,nl)cr I l
scaurity nrcnsolcs pldccrl trirvclcr's fionr ntrnv Silk
l,loiid aountrics u dcr intcnsc scrutinv, p.tr-ticLrlar-
ly nrale's bctwccn thc ises ol llt.rnd.t5.,\ll rvcrc
intcrvir'uctl, and nranl rvere itskccl lo sut)st.llrlidte
thcir itlentities lry dcrnonstrating thcir skills-
Sonrc wcrc fiont obscurc vill.tgcs anll laekctl the
clrctrnrents ncc,.lcd etcn to bcgin thc r is.r proccss.
()thcrs wcrc lionr voung nJtions cnrvcd out of
thc li)rmcr S()!'icl Llnion s hr:sc rulcs and regula
li()rrs hid yct lo l)e harln)erc(l ()ut. Ilccittrsc ol'
Jipl,rrn.rtir t,rrrplii.rtrrrrr.. Ir.rri.rrr p,rrli(if.Url\
rvcrc firrccd t{) \cck their visil\ irr-lurkev-and
'liriiks in Kiir/.lkh\t.ln. I-or nrr:nths, phonc ealls,
llxes, and c nllils llorvr,tl .rrotrnd thc rvorld as thc
Snritlrsou ia o s Otiicc of In tcrnat ional llcht ions
\lru!,!lcJ li' !,( t it\ in\ rlt'(\ il(.rr.(l .rrJ llrl
\\'ishingt()n, IX:, (,n tinrc.rnd in gorxl sh.rpc.
'li!() r'str-en1cd (.hincsc pottcrs ncvcr nradc it.
( hines. oliiLi.rl' rvoul(l n,!t Sr.ltl th(.nr l(rltis-
si()n lo leirvc lhc(ountry.'llrc Sn)ithsoni.llr, ho!\.
cvcr', tvxs luakv. In the nronths since tha l.\tiv.rl,
thc Llnited Stntc:' h.rsr:rx(kcd down on visils li)r
visilors fft)nl rnnny countrics, tnnking .r nrrt hcr
shrxv oI its sizc irrxl scopc .r virtual inrpossibilitv.

Funding
'l hc Silk Itorrd Iirlklilc ljcstival cl)st $.1 .l lril-

lirrrt to plal, Protluce, irnrl ntount. With its gov-
crnntt'nt lirndirrg cut b.rck .rlicr Sr'plenll)cr I I,
thc Snrithsoniln s (l,ntcr lirr lirlklili.rnd
(irrltulal Hcrit.rgc-thr: listi!rl.s prorlrrecrs
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worried nbout whcrc the nroncy would conre
tirrur. Nornr.rllv thc.rnter rvorks with .r rcgi,rrr
,rr (ounlry lh.rl provi.les tinanii.rl b.rtking.rs
p rl of Jn annivr'rsrr) or sornt' othcr special
occasion. Tht' f undrrising protcss grn.'rirlll fi)l-
Iows a partern: th!'slnte finds rrrotlry,lht'
Snrithsonian tinds nronev, then l)oth 80 out to
\cck corfor.rlc.rr(l intlivitlual supprrrt.
Srrrithsonian ollici.rls did not bclicve that anv
.ountry rrould or could fund its Silk Rodd pro-
jcct. l'here werc trxr m.lny countrics involved,
and nrlny of thcnr wcrc less-davcloped coun-
trics with poor economies- '[ hc organizcrs also

d()ul)led thc proicct could securc eorporatc
sponsors. Fortunnlcly they wert nristaken.
Irrspirtrl hy \ir-\'rr l\1.r. the Ag.r Llun Irust I'ut
up roughly 40 pcrccrrl of the nroncy, thc
Srrrithsonian put up.rnother 40 pcr.ent, irnd thc
linul l0 percent canrc frorn a hosl of dorrors,
including the National Endownrcnt for the Arts,
Ford, the Wolfr:nsohn Family lirund.rliorr, Sony
(:l.rssi(.11. Srcnrr'ns A( i, .rnrl I lcnry Kravis.

lf you build it...
()n lune 26,1002, a weekday in thc midsl ol'

orrt'of Washirrgton\ linrous sunrnrc'r heal wirvt's,

thc Silk Road ttstivrtl opcncd on lhc Nitional
Mall. More than 1,0(X) peoplc, includirrg cultural
.oordinators llucnt in two dozcn languages, had

worked for two ycars Io bring it tht'rt'. Still, wor-
rics rcnrained. l.ikc Ncw York (:ily, Wnshington,
l)(1, rclies on lourisls to lill its grcrt nruseunrs
and historic huildings. Sincc Scplcnrb('r I l, 200I
lhos. t()urists had been noticcably abscnl and,
despite a multinrcdia publicity blitz, no one rt'ally
kncw if they would show up at tlre feslival. As it
trrrncrl out, tht'y rlirl l|(,t. But W.rshillglonii]ns
did-in recortl nunrbers. The'y janrnred the tents
lo hcar Yo-Yo Ma .rrrd the Silk RoJd Ensenrblc rilT
with a K.ruakh firlk nrtL group. to adrnire
Mongolian wrestlcrs, I)t'rsian lrrxlybuilders,
lapnn('sc dancc thcalrc, puppctccrs lionr Ilaly,
Bcijing Opera, and tashion shows stlgcd by
drsigners liotn Uzlrtkistan and Kyr8y7-\t,n ()n

tht'2O-acre Mall, they nringled with Buddhist
nronk$, Tuvan th()al singers, dcrvishtr fionr
'lurkcy, and Silk Roitd cooks; and lhcy oglcd prrts
and camels, and lTrilliantly painlcd trucks fronr
Pakislxn. ln lhc [:rt'er (iallery o[Art, the Arthur
M. Sirckler Gallcry, thc Natioral (iallcry of A .

aml the National Musr'um of Nirturnl Hislory,
lhcy listcned l() sl()rylellers, watchcd nrovies,:rnd
stu<Jicd paintings and photographs. Orowds camc
for the dazzling sights and sounds irnd smells, l)ut
they also clme lo lcartr.

(i)mmcntinS on the festivali success, prcss

rqxrrts suggested that after Seplcnrl)cr ll, many
Americans s<rught to undersland unfamiliar
places and cuhurts. At the festival they were able
k) do iusl thnt.

'l'hc Silk Road fcstival ran in nrorc than (,nc

dircction, howevcr. While Arrrerions were soak-

ing u1, diversc crrhures, so wcrc thc li'slivrls
ilrtists irrrd perli)rnrers. l\lallv (irn1e fionr rcnrotc
villagc's, had never seen lh. cnpitnlcitics ol thcir
orvn countrics, had never bccn.lr,ar'lrom honrr'
I,lefort',lntl hltl never nret r lirreign Person-
Sc'veral cxl,rcsscd shock that othrr pcoplc r.oulr.1

It interestcd irr what they did. l\losr telt thnl th!ir
visit r-nlargcrl their art lnti, in onlv I0 cl.rvs,

changed thcir orrtlook ironr k:cal to gLrlul.
Indrani I)rSilvir, one ol tht t'vent's culturrl

coordinalors, rccalls a lraDsli)rnrinB Dtonrcnl,
"the kind ol.thing you lrol'r'will hapfen, but car:

ncver phlr." llvcry night liorn 9:00 lnl k) l:(x)
nnr, thc Snrithsoni n hcH soei.rls t<r breal thc ice

anrong fi'stiT .rl particip.r ts.urd ()rganirr'rs. Al
first, pt't4rlc rvcre liiendly, bul r!'strainr(i. I|trl ooc
light a yor.rng Mongolian rock group-throlt
singers, lrc'r(ussionists, zilhcr plnyers took lhc
stnge sct u| in lhe mcrting rrcrs nnd I'tgln trr
janr. Suddt'nly classical lndiarr singers rr'itlr hanti
instrunrcnts ioined in. Sor)n l2 other instrunrcn
talists wt're onstagt' irrrprovisin!i, learninS how lo
nrcld thcir wildly disp,rrrtt' sountls inlo incre'dible
nrusic.

Positive results
Riclurtl Kcrrnedy still nr.rrvt'ls thrrt "it all

worked. All got visas, all got on the planc, no
onc colhpscd, there wcrr ro helrt ltt.riks."

Bv lny strnti.rrd, tlrc Silk Road ti-slir'.rl rvrs a

hit, truly (oIln..ting culturcs rl1tl itlentilying
conrm()n thre.l(ls. Bul what now? Richarrl Kurin,
director ol thc (lcnter, lltl l)i.rnl P.rrker, dircc
tor of thr' li'stivirl, suggcst th.rl cultur.tl (()nnc(-
tions shorrltl cncourigc pcoplc lo erplorc thcir
own potentinl.'l'lre dir.ctors hclirvr thrl, cs|.'
cially aficr Scptcnrlrcr I I, it is inrnrcnscly irnpor-
tant tirr pcrrplc rrrd socictics to know thcir
rreighhors rnd to learn o[ an,.l lronr thcnr, .rnrl
that insularit,v and xcnophobii xre recipcs lirr
disaster in .r eornplicaterl world.

Katlry Mithi('soD, onr'ol thc lestir.rl's story
tc'llers, cxPrcsscd hcr nrission lhis wry: "My p.rr-
cnts c nrc lr()nl rrrairrhntl ( lhina, I wls lrorn in
'lli,r'an, irncl l lnr an Anrcriern cilizcn. Ilrrrr ir

bridgt'. l hcrc arc widc lrritlgcs and narrrrw
bridgcs. Yrr-Yr Ma is r witlc britlgc', I rnt only a

nrrrow ()nc,l)ul I arrr a bridgc noncthcless.'lhat
is why I hrvc ttr tr'll nry stories." 'i

The Smithsonian's Silk Road
and tho Silk Boad Ensemble

For information about the Smitisoniant continuing SilI Boad events, its stoMelling
proiec! .nd teacher's guidss, soe wulwsirtrordproieclorgl snithsonian To invite story-

tellers to your school or organization, or to ioin the group, e-mEil

silkroadstories@asia.si.edu or call m2-357-489), x350.

For information about Yo-Yo Ma and flo Silk Road Ensomble,

v isit. wrw/ si I k rc a d p rcj e c t. o t g.
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Beijing Lifta HotGl
Reatriction8 for Foreignerg

'l'he Beijing city government recently lifted a

regulation that has restricted foreigners to govcrn-
nent-designatcd hotels for more than 50 years.
Since May 28, tbreigners may stay at any hotel
within eight Beijing districts, including Chaoyang,
Chongwen, and l)ongcheng. On October l, the
Beijing city governmcnt will opcn all Beijing hotels
to tirreigners.

Many other areas in China (including Guang-
dong, Hubei, liangxi, Shanghai, and Yunnan) havc
alreirdy removcd accommodati()n restricli,rns.

US.China Legal Cooperation Fund
A\ /ards Six New Granta

'l'he US-China Legal Coopcration Fund an-
nounced on Junc J six new awards in its ninth
round of grants supporting (ihina's lcgal devclop-
mcnt. Each grant will assist a joint eflbrt by Amcr-
ican and Chinesc lawyers, scholars, and civil soci-
ety wtrrkers. Sustained by corporate donations
since ils founding in 1998, the US-China Legal Oo-
opcralion Furd is a pro€iram of 'l he China Busi-
ncss Forum, the etlucation and research arnr of
Thc US-China Busincss Council. [:or details about
the new awirrds, see http: / /u,wn.u sch i tn.org/ public /
dot: u nrc t s/ 200I/06/0 3 -lega$oul.h nnl.
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Obacure Chin6se Namea Under Firs
The State l-anguage Working Committee, a divi-

sion under China's Department of Education, is
working with state ministries and academic institu-
tions to create the Regulation on (lhinese Names.

The regulation aims to prevent parents fiom giving
their new-b()rn childrcn obscurc (lhinesc namcs.
'l'hc'committee bclieves that rare Chinese charac-
tcrs arc unrecognizablc to nrany and are not con-
tained in w( rd-processing programs. Up to 50,000
characters may be lranned-leaving only 10,000 tirr
parents to choosc fronr.
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If your sights are set on China, you have every reason to make time for the 7th China
International Fair for Investment & Trade(CIFIT)

China International Fair for Investment & Trade (CIFIT)

-The 
only national eveot in China for intemational investrnent plomotion with a view to absorbing forcign direct investnen(FDI)

Mrjor ConteDts:
Investment Promotion Exhibition
Intemational Investment Forum
Multilateml Investment Cooperation
Your Rewards:
Tate an overview of China's investment environment
Find the best investment project and business partner
Obtain the latest investment policies and information
Conduct high level public relation activity

For more information, please click: I http//:www.chinafair.org.cn

Phone: E6-592-506t420 Fax: 86-592-506E459 E-mail:9txiamen@public.xm.f .cn

For China
,lr lril llt

CIFIT

I

t

Time: Sep.Sth to I lth ,2003.
Venue: Xiamen China
Sponsor: Ministry of Commerce, PR.China
Organizer: Fujian Provinciat Govemment

Xiamen Municipal Government
The Investment Promotion Affairs Bureau
of Ministry of Commerce

Co-sponsor: United Nations Co erence on Trade and Development (UNCTAD)
World Association of Investment Promotion Agcncies fl AIPA)



I'

I7- !
El1t I h-

'.7

E
a 'r'','mIr

ia
, 'l rI ITI f' I

f, ?
:

7i
.- -,-'fh- ,i

v

,'?
-CJ',

fr m

t a-

r -800-l2 r -8807
maersksea la nd.com

Opening Your Business to the World''
ln China, relationships are everything.

Since 1924, we have been serving the China market - and today we are
the largest foreign operator in China offering shipping services, Iogistics
and container terminal services to importers and exporters worldwide.

Call us today to see how we can expand your China business.
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