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'lhc snrash-hit intern,rlional retrilcr trvc.rks its nt<rrlel lirr lhc (-hina rnarket.
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Dear Successor

Robert A. Ktpp
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Hong Kong and Southern
Provincea Form. "9+2" Regional Bloc

Ninc pror inccr and two sl,(riJl a(lrrini\lr.rtirc r(.tmrt\
joinccl togcthcr in lunc to form a rcgional ccrrnrrnric bloc s'ith
ir |opuhlion of sinrihr size to that of thc luropt'att ['nion. I hr
nrcnr[)ers-spccial Jdn]inist.utivr' regions llorrg Krlrg, lncl
lvlacao, ancl thc provincr-'s of Fulian, (iuangdong, ( iulngli,
(iuizhou, llainnn, llunan, Jiangxi, Sichrran, ancl Yunnan-rvill
work Iogcthcr kr clirninatc nontariff trade blrricrs rvithir rhe
rcgion and to coordinalc provincial govcrnncnt lxrlicy.'lhc first nrceting of the [,an-Pearl River l)tltl llcgional
(ix)pcritti()n irnd I)cvriopnlent Forunr, in thc lirst vveck ol
lunt, focuscd on internil trJnsportation ties and (nhcr rcgionil
proilrcts. ()l)servcrs llolc that thc forunis lirrnration, which was
srrllgestcd b1,(iuangdonli last August, shorvs a rcnrark.rhlc tolcr,
ancc hy a ccntral governnrcnt trxditionallv ,ll()r( (Julious r)l'
rcSio n a I i ndt'Pendc'ncc.

Nevvbridge Takes Controlling Stake in
Shenzhen Development Bank (At Last)

r\ 1'rar altcr an agrcenlent l'retwrcrr Novhriduc ( l.rpir.rl
(iroup arrd Shenzhen l)cvclopnrenl llank (Sl)li) publirlv ti'll
apirrt, Sl)I3 announccd that Ncwbridgc will lakc n .onirolling.
17.U9 p(rccnl :'take, accordinB to press r!'F)rls. Ncrvhri(ig. r{ill
hccome Sl)13's sirglc largest shareholder, rvill be cntitl(d t().1

majority oI brrard seats under Chincsc Iaw, and rvill hccrrnrc lhc
first frrrcign invest()r to control a Chincsc barrk.

l-our governmcnl shareholders-Shenzhcn lnveslntcnl
Mana6enrcnt (ir., Shenzhen International Iiust anti
Invcslnrc t (i)., Shcnzhcn Social Security (ir., and Shcnzhcn
Ohangjian l)evel(ryment (iroup-will scll l4l3. l nrillion non-
Iradablc shirrcs t<r Nc'wbridge tbr rouShly $150 million. lhis
anrount is far lcss than the stake's markct value, but stock
priccs in (ihinl art generallv considered overvalucd bccause ol'
lhe scarcity oI inveslmetrt options, and strategic in(estors rnrclr
pay nrarhct price ftrr thc'ir stakes.
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WashinSton, l)(: 20016-2470
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na employee with

Wu-bing. two of the stu-

Qin wrote, "My pa-

has become

fortunate, as I

also have

the confi-

our

Some of the siudents who will further their education due to

f'elp from Exxon[,4ob.l Chrna employees

"On February 28, 2004, I was on anotherjourney to China's Three

Gorges. I had been there over 100 times through the years on compa-

ny busrness, but this time it was different. Last September and this

January, our company donated some money to San Dou Ping Middle

School near the Three Gorges. On this trip, lwent to visit the home of

Zhang Chun-yan (one of the students) deep in the bag mountains of

the Three Gorges." - Ray Hu, lnfrastructure/Agriculture Manager, Au-

tolubes, ExxonMobil Hong Kong Limited

Zhang's proud mother with

her daughter's numerous

scholastic awards on the wall.

She said lhanklully, "Without

your company's help last yea(

Chun-yan would have to drop

out of school."

bflonMobil
Taking on the world's toughest energy challenges'l

www.exxonmobil.com
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THE US-CHINA BUSINESS COUNCIL

BULLETIN

(Left to right) USCBC Vice Chair and Barbara Franklin Enterprises
President and CE0 Barbara Hackman Franklin, PBC Ambassador Yang

Jiechi, PBC Vice Premier Wu Yi, interpreter l-chuan Chen, and USCBC

President Robert A. Kapp at the April 22 dinner rn honor ol Wu.
(Phoiograph by lan Waqreich, US Chamber ot Commercel
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lssues Luncheons. VVashington, DC
September 16, 2004

October 21,2004

China Operations Conference, Shanghai
October 21,2004

2008 Olympics: Do Opportunities for US Companies Still
EKist? l'caturr'd (;ilberr \hn Kcrckhove, rrlirnaging diredor of
tlciiing ( ilobal Strategv ( )txrsulting (ir. l.td.

June
Biennial Gala 2004 and 3l st Annual Membership Meeting
(s,..e right)

Issues Luncheon l'caturcd loseph I)onovan, director, t)l6cc of
(lhinesc anti lllong,olian Afflirs, anr.l severll ntt'rnbcrs of his
(lhina l)c,sk staff lirr an inlLrnral, ofl-thc-rccor(l discussion on
(rrrrcnt LIS-(lhin.r issucs.

Breakfast MeetinS in Honor of Ministry of Information
lndustry (Mll) Minister Wang Xudong Ircatrrrcd Wang .rnd
.tn ltllldclcgirtion.

Beijing
May
US-China Logistics Conference At lhe two-dnv sc'nr in.r on
logistics in (ihina, co-hosted l.ly thc LIS(ill(1, (i)nlition of
Scrvicc lndrrstries, l).pirtmcnt of(irmnrcrce, and NI)R(1, tJS

spc'akcrs discusseci the dcveloprnerrt of US Iogistics systents and
I)R(l sfcakcrs discr.rssed ntrdcrnizing Clrina\ logistics industrv.

Shanghai
May
Trading and Distribution Rights: What Changes and What It
Means Feilurcd lohn V. (irr:bowski Iionr llakcr & McKenzie
nnd'l'h(nnns M. Shocsnrith fiom Paul, Ilrsting,s, Ianofskv &
Walker l.LP.

VVashington
April
f)inner in Honor of PRC Vice Premier Wu Yi Hostcd b,v the
Natiolral Committcc on L]nitc(l Stirtes-(lhiDa Rclations, US
(-hanrbcr ol (irnrnrt'rce, and the LIS-Chinr Business (bun.il
(tJSCll(:), thc reccption lntl dinncr honrrrcd Wu, senior nrcn'r
bcrs ol- the l)liC l)t'legation to the LIS-Chind Joint (l()nrnrission

ott (lommc'rcc and liadc, and (lhina (irLrncil lirr thc
l)ronrotion oi Inlcrnrti()nal lride ((l(IPII') husincss rcprcscn
tiitives. Ihc llonorablc llarbara Hackman Franklin, r'ice ch.rir
o[ LIS(]llC antl prr'sident an(l (-E() o[ Barbara l]ranklin
li terpriscs, olferc(l opcning rernnrks beli)rt, Vicc Prcrnier Wu's
spc'ech. l\lorc than 450 busincss lcadcrs, govcrnnrent olhcials,
dnd acildcmics atlcndc'ri the e'r,e'nt.

Meeting with Sharon Mann, Senior Director, US Department
ofConrmerce Trade Facilitation Office (Beijing) Ilirnn
lrricfcLl LrS(lltC lltcltlt)(r\ oo the 

-lilclc I:.rrililrtiorr Ollicc's
lircus.tnrl itctivitics.rncl tliscussccl thc pri(,riti('s Jnd.onccrr)s
ol- rncnrbcr conrpanics.

Mav
Breakfast Mceting in Honor of China's National
Development and Reform Commission (NDRC) Vice Chair
Z-hu Zhixin Vicc (lhair Zhu lnd the Nl)l{O dclcgation wcrc
joined bv Al.rn P l.:rrson, undcr sccrclary lirr Flcononrics,
Ilusincss, ancl AgriculturLrl Al1-rrirs at the US Stalc Depnrtnrent,
rnd othcr scnior oflicials liorn thc Stltr, I)cpartnrenl ilnd lhe
l)ll(l [:nrbassv.

EVENT WBAP-UP

6 July-August 2OO4 fHE CHINA BUSTNESS BEvIEW

UPCOMING EVENTS

(iovernor's Forum Luncheon -l ht LiS(ll|(l inarrgur.rted a ncw
\erics ()l '(;()vcrnor's Forum" progrlrns, co hosted with (-(.1)ll.
( ihongqing i\'lrvor \\i.rng Ilongiu ancl Vice Marrrr \\Iu lianong,
who is rr:spoosiblc lirr lirreign inlestment in (ihorrgqing, wcrc
thc Council's honorcd guests li)r lhc 6rsl lirrunr.'l'hc evenl.
(onduttcd llrgclv in Nlanclarin but with trlnslirtirrn rvhcn ncc-
c's,,arv, rvas sell rL,cri\,ed lry attcndccs, most oI $,honl got il
chancc to spcak with thc n'rryor or vi.c rnryrr individually.
_l 

hc lirrnrat lirr this event scrics reqrrirer our guests to ntovc
lionr table to tablc with irn intcrprctcr anrl tncct tltc nttendcr's
tlircctlv lfter r briel intr()ductorv sPcech. Iiuturc Pr()gr.tnts rvill
lcaturc 6overnors ancl lrig,-city nrayors fionr around ( )hina.
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USGBG Gala 2OO4

lLeft ro right) Josette Shiner, deputy US Trad€

Eeprssentative; Michael Kennedy, Motorola, lnc.;

0even Sharma, lvlc-Graw-Hill Companies, lnc.;

and PRC Ambassador Yang at the USCBC's Gala

celebration.

USCBC Chair and UPS Chairman 8nd

CE0 MichaelL. Eskew, prssents

Ambassador Yang with a

distinguished service award.

United Ststas lnstitute of Peace President

Richard H. Solomofl addressing Gala guests.

With roughly 370 guests in attendance, including corporate executives. academics, and US and PRC public

officials, the USCBC Biennial Gala honored PRC Ambassador Yang Jiechi. UPS Chairman and CEO Michael

L. Eskew, as USCBC chair, welcomed guests on behalf of the USCBC and presented Yang with a distin-
guished service award. After Yang's brief remarks, United States lnstitute of Peace President Dr. Richard

Solomon delivered the dinner address, "Managing the Great Asian Transformation: Challenges and

Opportunities in US-China Relations. "

Annual Mernbership Meeting

The USCBC's 31st Annual Membership Meeting began on June 4 with a morning discussion on China's

manufacturing, commodities, and transportation sectors led, respectively, by Loring W. Knoblauch, presi-

dent and CEO of Underwriters Laboratories, lnc.; David W. Raisbeck, vice chair of Cargill Inc.; and Alan P.

Larson of the US Department of State. Charles E. Cook, Jr., editor and publisher of lhe Cook Political Repoft
and political analyst for the National Journal Group, then gave a lively overview of the current state of US

presidential politics. Stephen S. Roach, managing director and chief economist at Morgan Stanley, shared

his entertaining and valuable perspective on the Chinese economy in his luncheon keynote address,
"China's Economic Prospects: The Boom Heard Round the World?"

{Photo0raphs by Kaveh Sardari)
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Lunch6on k8yoote speak€r Stophen S. Roach, managing lLeftto right) LJSCBC Presidont Xspp and morning panelists Loring W. Knoblauch,

director and chiel economist, ilorgan Stanley. Lrnderwriters Laborstoriss, lnc.; Alan P. Larson, the US Stat6 Depsrtmen! 8nd David W.

8€isbeck, Cargilllnc.



o THE US-CHINA BUSINESS COUNCIL
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Robert A. Kapp
PRESIDENT, THE US CHINA EUSINESS COUNCIL

t's time to begin urrapping up 1O years of fascinating u/ork at
the US-China Business Council and to leave a few pointers
behind for you.
\iru rtill lcad l rvonrlcrful organization, with

.r .lrorr8 h.rsc,,i scver.rl hurr,.lrctl Ir! iomPunicr
and firnrs rlnging frofi -11)-!c.lr vdarans to
companies new lo (lhin.r. 'l hcy will cx; cct thor-
oughncss and cxtrcmely high contpclcncc lcT,cls

liom thc (louncil and will providc voLr with
intaluahlc srrpport. \brr havc in thc (louncil thc
resourcr's with which k) servc y()ur nleml)cr
conrpirnies rvcll.

Vru will lcad an organization whose reputa-
tion for conrnrilnrcnt t() the cnhtnccnrent ol_

U5 t-hinr,.,1'n.,rnic JnJ (onrrncr(i.ll ti.'s i,
rrnpar.rlltled. \iru rvill 6nd n:llv rvarm rvcl

comcs in (lhina from thc Council's witlt'nct-
rvork rrf US and (lhinesc business fricnds and
counlcrParis.

In Washington, vou will entcr a densc nt't
work of political tigurc,s, civil servants, policy
researchers, nonSovern,nental represcntal ivcs,
journalists, rnd polemicists who know thc
(iruncil *ell and rcspccl ils lrice t'vcn w,hcn
they d() not sharc its vicws. Vru will llso nrc'et

thosc who do nol rvish you rvcll.
As you prcparc'lo sctlle in, Ict nrc offer a te'lv

ol)scrvations lbr vou, and a llw rc,crrnrnrcnrla-
tions its lvell.

'l Observation, r.,,mrrrcrti.rl intcr.rrti,rn |1'itlr
3 t.hina is thr irrrc ot the I 5-(.h r,r crrF.ig.-
n'rcrrt,l)ut it annD()t and shotrkl not rlrvays be

isol;rtetl liont othcr rlinrensiols of tlS (lhina rc
lations.

Recommendation: Yr)u musl mlslcr thc largcr
thcmcs irr US'Clrina re lations if 1ou are to .r,.1-

vancc lhe idcls antl thc r()nccrns ol lhc Anlariann
.,'tnPattier w lt,rrc interc\l\ thc ( i,un( rl c\r\l\ lr,
a.lvrncc

Business issucs olten ncetl to be sccn cx.rctly
irs thil, irnd not kraded dorvn u,ith thc bLrggagr'

rnd thr: sensitivities rttcnding otlr.'r.lspc.ts of

thc US-(-hinr cncountrr. lhis is business's tratli,
tional (and olicn vulid) rcsponsc to other voices

clcnranding thc linkagt'of tradc and non trade
qucsli()ns, li)r cxanlple in lrade lrgrccnrents.

llut in thc end L1S-(lhir):r tridc aod business
lclirtiorts arc'inhercntly political, in l,loth coun-
tries. l.spe.idllt as (lhina's cconornic and politi'
.itl fix)tprinl continues k) grow, lhc nlturc of
our politics.nsurcs thdt tradc nnd n{)n-trndc

folicy nrattcrs relaling k) (ihinn will oftcn bc
cntlngled. Business nccds to hone its skills in
th t conrplcx cnvironnrent, in b()th thc Unitcd
Stltes and (lhina.

) Observation: lr) rh( 1.'nil((l statc\. n11 .r(lr\(
3 pr'litii.rl ron titrrcnry tlc'.Ji..rttrl to \trong.r
L \.(.hirr.r rel.rtiUn' d(,.\ n,,l c:(i\1.'lhi\ is ('\l'(-
cirlly inrportant in rt'gard kr thc (bngress, where
nrcnrbcrs c[rster logethc,r around shared
interests in grxrd tics rvith ntany counlries and
rcgions, but n(x vi ith Chir)i. l here is !rolhing,
firr cxanrple, compirrilblc k) thr I lousc 'laiwitn
(l.rrrcus, rvith its morc lhan l2{) nlenrbers-

Recommendatiort: Your jotr rvill trc to assert
ancl deli'nd rour conrnrunilr's intercsl in a cnlDr

.rrrrl lr,'rluctirc U: t.hirr.r rel.rtiorrshil in ln
environnrent dcrrrid of prrrnancnl political
illics within the LIS political system.

'l hc task will rcquire .onstalrt cDgitgentcnt
w ith litcrally hunclrccls of freoplc in thc policy
arcna, lricotllv lnd unfricndlv, cithcr directlv or
Ihl'r'uHlr t iturreil ilJll. Il nrJy Jlr.'. (,n r'((.r\r(,n.
rcquirc strenuous ldvocacv in lhe tircc'of
inlliinlrrriltorv crilicisnr or nn assault on thc
lirundations of LIS-(lhina relatiorrs fronr non-
husincss quartcrs.

'flrc slreanr of criticisrn and invcctivc dircct-
cd at (lhin.r lrr politicallv activc groups in tht'
organizcd labor conrnrunity, thc "(lhin -l'hrcat"

cornnrunitl, and lheir fricnds in (iongrcss, will

I July-August 2OO4 tHE CHINA RUSINESS BEVIEW
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t

After 10 years at the helm of the US-China Business Council,
Robert A. Kapp will leave his position in fall 2004.

Dear Srrccelsls(Dr,



continue fnr into lhc firlrrrc. Iudicious lcgislatrlrs willing ttr

grapple sobt'rlv rvith tlrc conrplcxitics of (lhina's situation
and of Anrcric.r's rclntion\ rvilh (ihina lrc' ters, and thcir
ranks ar€ n()l incrcasing.

On the other hand, .t lirrgc ancl grou ing cr)nrmunitv ol
American conrprnic:\ requires n stablc, civil, and productive
relationship bctrvccn thc Llnited States and China. In institrr-
tions oI higlrer lcarning and reselrch, sinrilar bonds of coop-

eration lre f<rrtning.
Amr.'rican busincsscs rir nrl like to stand up on political

issues outsicle oI the rrlosl dire.tly comn]ercial ones, lcst they

be blasled [br interlcring in nrattcrs tlrcy should not enter, or
be deenrccl unpirtriotic or nrnorrl. Ytru will need to help
[rusiness lin<l its voicc ott tlucstions thnt do not naturally
evokc corporatc exprcssions ()l oPinion.

f, Observation: Iltc pcr.pc,.tirr'..rrr.l inlcrs\ls ol ['5
:4 hu'inc's. 

',,nretirrrc. 
.rrlr. rrl.rlrtl ttirccllv tn J Chinr

increasingll- rr illing to listtn .lnd to hcar whxt w(' hrve to sav,

ancl oficn rlircetcci to n LrS Bovcrnltl('nt conrnritted to the dr'-

fcnse of our ecooonri! inlercsls \!ith Chirra, havc hclpcd to

forrn thc terlplitlcs r''ith rlhich (lhina's lcirders are building
their countrv's nc\! reon()nr\',

Recommendation: \\t)rk lo nrli.ulile to (-hina and to
our o\fn govanrnrcnt lhc l)('sl ()f whrt ADrerican colnPaDies

can envision, nrld thc nrost rcsponsible portrait of whal thcy
legitim.ltcly cxpr.t rs ll'tey work to succet'd in China.

US lrusincss rvith (ihina, condLrctcd by our nre'nrber conr
pilnics, is part r)f n truly historic.25'year process ofChinese
econonric trlnsli)rnlitlir)r nn(l glol)irl intcgratitln whose flll
sigDilicancc cinnot yct l)c known by anyonr'. But there carl

be little doubt thrt LlS busiocss, by its cxarnplcs, its a.cessi-

bility, its practiccs, anrl its clenrirntis firr chunge in the

Chinesc commcrcill and lcg,ll environntr'nt, has contributc(l
to Chiru's vision ol *'h.il th. l)l{( I ern beconte.

Has Anrcricln lrtrsiness 'causcd" (lhina to tlc'velop as it
has to the prcstnl? Of coursc not: li)r on. thing, the Llnitcd
Statc's accounts krr lc\\ lh.ln l0 |cr.cnt o[ totirl foreign clircct
investnlenl in lhc (()unl rv.

Rut thl] piliu)l nnd vigorous irrli.uliti()n ofAnleri.an
business l,crspcctirr's, eonttrincd rvith LIS cornl.anics' ellirrtr
in.rrr1'or.rte''ii.rl r.'l,,rr.il'rlitv. wrll (,,otintlr t,! E.trcr.rlr
intcrest anronF, (lhincsc polio,nrakcrs and ea(lnontia ligures.
The (iruntil's rolL'in this rcg,ard should grow.

4 Observation: \\ h(tr it . r,rrrcs lt, hrrrr ness r^ ith t .hirr.r.

i lll( Arrrrri(rr I'ul\lr( l(r((ltit|ll i,, rrtirtrl. Thc ano,rttnce

nrcnt of(lhinu\.rrrivnlon lhe world c(ononric stage has

souncletl; thc Anrcriclo putrlic hts takcn notict, bul (lhilln
rctrrlrirrs.rrr alr.tr.trtiotl lirr Irr(r\l Art)( rri.t,t\,

Recommendation: As thr n.rv lcadcr of the LIS-(ihinil
llusincss (irrrncil, vorr rvill nccrl to urtiaulitc in a thousand
venues thc vnlur ol yrrur rttcnttrcr contPanics'progrers in
(lhinir firr lutli,.'nces r)ulside thosc compJnies.'lhis is not an

e.isv lisk. l'hcrc lrc l)lcntt'()l !()iae\ cagcr to shtru'whv vour
nreorbcr ,:onrpanicr' Progrcss in ( -hinl is lrad frrr Anrericans.
\iru n ill nccd lo l)c hoocsl but cr('ittivc in lfhrnritrg thc posi-

tive nrenninB ()l lhis rrorr''httgc cotnrncrciirl cngagentent.
Anrcric:rns likc cntrcprencurship, and lhet' love suaacss.

But tlre,,- oticn lcrr bigrcss-big govcrnrrcnt, bi8 business-
and its l,crceivcd tlchurnnnizing powrr over orclinart- pcol,lc.

Sonrc lear that complnics, pursuing profits, rvill ignorc high-
.r cthi.rl or nror.rl [rrinciples, P.rrti.ulirrlv tl]osc tlr.tt c\i\t t(]

Prolecl thr di\ad\'.tnt.tgcd.
'lhur, the nolnt.tl dc.ire lirr cconomicallv pricctl errn-

runrcr gorxls r.lrrcs nol lr,rnslitte into.l publia conli.lil)n
.rl)()ul lh. h.nclils ()l (-hi !'se inrports. l he lJct th.ll (.hin.l'\
purehascs ol hugc.trn()unts of US Tretstrr,v papcr hclp to
kccf inlcre\l rates lt)rr, it n ti,nc \rhcn US feder.tl buclgct
pr()lli8r.)'dnd low houschold srvit'tgs rates nrighl olhcrwisc
hlve nrorr: tlisrtrplivc cc()nomic elfects, docs n()l rcllislar ()n

thc l,rrtrlic coosciousncss. lhc up-sicles of US Ohiua ceo'

non)ic cn!,irg,cnrcllt nccd rcsponsible articulalion irt lhe
L.lItitc(i Stnt.s, nn(l thc LIS-(lhina Busincss (iruncil nt(lsl con
tinrrc to Pr()vi(lc it.

( Observation: ln lh( L nit(.1 5l.ltc\.1r)it ( hirr.r.rlikc, thc
:Z nr"Ji., h.r\'r rrttr.h t(, dr' \^ ith .rn (,rJ{.tni/rli,,n \ \tt((c)\,
rvhcthcr il trc:r conrp.lnv or l nongor'ernnrental orgnnization.

Recommendation: \\ork r' ith the media. f-o.ouri8c
busincss cngagenrent r\,ith thcln. Slrive to mlintain lntl
cnhance tht' (iruncil's rcpulirlion tbr responsivcncss irnd

raaurdcl in servinS nrcdin needs tirr inlirrnrltion, ()ficn on

short noticc. Ilul $ork with vour interviewt'rs to bc strrc Ih.ll
vou undcrslood rvhat r^as itsked and thnt vour rcsponr'cs

havc bccn untlcrslor:d ls thcl,rvere intended. Iight for cor-
rcati()ns wh!'n lhe nrcdii distort vour Poinls. Ncvcr Put
rvords or lhoughts lirr lhc nrcdiit into the nrouths and nrirtds

oI thosc whosc' rcal thiltking yott don't know.

Ilcsl,ectctl Anterican rcportcrs and prodtlcers should
reccivc the lillcst possiblc assistlnce from thc US-(lhinn
IJosincss (bun.il. llut never allow yoursell or thc (louncil lo
bc hr)sllrll.d to nrcdia agcndas, and never let scrious nrcr.li.t

misrcprc'scntations ol lhc (iruncil's vicws gtr unchallcnged.

( Observation: ['5.(-hirt.r ntallcrs .rr. \.1(l(,rrl r\ l(trJll\
U f,,.ii,r. r. rr, ,,ri!.ht h.|e,.rnd .cld,,rrr ,r',lrre .t. we

nright li'ar. lhev don't olicn cnd delinitivelv- ln tlct, nrost of
lh.n1 (l)n'l cnd at xll.

Recommendation: Ixl,ccl to revisit old issucs irnd

rcpc.rtrrl thcorrs, but don't nristake the re'currenec ol ()ld
rlucstions iirr lhc utlcr ahscnae of change or of progrcss.

I)istingui\h thc nrlir)r n)ilesloncs fionr thr' nronlcnlnrv
cxailcol(n15.

Will lhc I,lnilc(l Stirtcs and China have protrlems ovcr itrtcl
lcctunl propcrty righls (ll'll) protection agirin nnd irgirin? Vcrv
probabl,v. l)ocs this nrcln lhal lhere is ncver progrcss on Il'll
protcction? No. Will (lhina antl the Unitecl Statcs snarl lt cach

olhcr (,vcr lnlidumping or othcr nrarkct-closing lctions by

onc sidc rrr the other? lt's a sitfc [ret. Does it u]can thnt US-
( lhin.r tra(lc is n(n alstr progressing niccly? No.

'l lrc ( irLrncil livt's partly in il ivorld oI crisis and prcss

rclc.r.c, partlv in a sorld of nregatrends. Evt'r1' prcss rclcasc,

by rlclioition, is "novs."-l-hc qr.restion is, for how krng? ;\s
prcsi(lcnt ol lhc (i)urcil, vou nrust knot{ ancl intcrPrct tht'
day's cvrots, L<xxl rrr blcl, hut also measure thc ntcgltr{nds,
s()othing ()r diraonccrtin!!. And so: N_cyer sugilrcont, [)(lt

ncvcr hit tlrc Panic button.'fhis tvork is long ternt, challcrrg,-

ing, antl occ.rsionlllf it c.rrr rcirlll'nrake a conlribuli()n to
si'nr,JlhiDF l)i!,F('r. Ih.tt ' thc hc.t lart.

'l'hosc rrc.r leu'thoughts lirr the nerv inconring lcadcr r:l'

lhc LIS-(,hin.r llusincss Council this fall. e
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Yi-Chung Tay
(ytay@monitor.com) is a consultant and
proiect leader based in Monitor Group's
Shanghai office.

l\4onitor Group is a global strategy
consulting and merchant banking group
with China offices in Beijing, Shanghai,
and Hong Kong. over the past l0 years,

Monitor (www.monitor.com) has worked
with major multinational and Chinese
companies to help them develop and

expand their brands in China.

rnro decades ago, foreign companies
penetrating the China market faced little
competition in many product areas, but

enormous obstacles in production and distribution.
A decade ago, both firmly and newly established
foreign manufacturers in China began to feel the
heat from loruver-priced domestic competition,
though the foreign manufacturers maintained a

sign if icant quality advantage.
ln today's China, brand competition is intensify-

ing-foreign and joint-venture brands, local copy-
cats, and increasingly enticing domestic brands.
both national and local, all crowd the market. ln

this environment, foreign brands must vigilantly
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George Crocker and
Yi-Chung Tay

George Crocker
(gcrocker@monitor.com) leads Monitor
Group's marketing and branding practice
in Greater China.



wittch br)th lirr up-artcl-ionritrg local hrirnds aotl lirr
(r,rIrt(.rl(it Hrrrcl. th.rt .lilrrte hr.rori crluity.

l)onrestic lirnrs, thottgh lagging in gcnerirl nrar-
kcting sophislieirlir)1, lr! nonethclcss rapiclly lcarn-
ing horv to nrxrkcl nnd brancl with grcnter skill.
(lovcnlnrent rclations. protluet qualitl, pricing, dis-

triLrr,rtion, arlvcrtiring all lrc lirclors in the conrpeti
tivc cr lc u lus.

Brand-nevv brand:
A Giant success story

(iiant llicvclc 1n.., th. l,liwnn biocle nrakcr rrith
a rctail prcscncc thrr)ughoul ur[)dn (-hin.t, illustratcs
thc lcwirrds awlitirtg, succcsslitl brlnd nnd mxrkcting
stlatcgics. ()nac irtr originrl cquiprlent ntanufaal(rrcr
(OElt{) protiucing in (lhirra nrostly tirr cxport, (;iirnt

has cirpturcd ill)ont 5 pcr(cnl of thc nrainlantl
donlrsti( nrnrkcl, which is cstinratctl al about,10 olil-
lion bikcs 1,cr ycirr'. lhough nol cxa.tly a donlestic
cornfilnv, n)()51 local (ihintsr rcc.'pt the ubicluitorrs
(ii.rnt brantl as one ol lheir orvn.'l his in itsclf is a

brancling accorrtpli'hntent.

Aligning all
octivilies to dGliver

tte desired custom€. sxp6.ienco

Photograph: Catherine Gelb

C166ting targoled
and compolling v6lue

proposilions thal
oncompass the enlire
cuslomot expericnce

Acquiring deep

customer insights

Successlul
Brandinq &
Marleting
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Giant bicycles aro catching on in China.
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Can
lndustrial Brands
Be Far Behind?

' Ditf€.ent in lorm from successtul retail brands, strong
industrial brands nonsthslsss are similar in substance. To

dats, few Chinese compani8s hav€ successtul industrial braods
along the lines of Cstorpillrr Rydor trucks, or Gore-Tex fabric.

Semiconductor Manufacturing lnternational Corp. (SMlCl hsrbors
aspirations of becoming China s lnrol Co.p.; other brands such as

Baosteel. CN00C, and Huaneng Power work succsssfully in lho
business-to-businoss lB28) sector 0n the whole. however, as with
consumsr goods in the early lgg)s, opportunities abound io
numerous product and service araas for 828 brands capable

of sdopting 8nd applyiog comp8titivs su8ngths to an ,ccu-
rat€ly targsted customor bass.

(iiart olli'rs:r rangt'of nrotlels in (ihina,
rnost ol rvhich lrc |riccd wcll aborc thc lrasic
Forclcr rnd l)hoctrix ntodels that nt.rrr (lhincsc
in smallcr citics still rclv on li)r routine lrnn5-
port. lostc.rti ol clrlwing.ustomers solclv wilh
Lnr I'riicr. t ii.rrrt lrrF(.t\ ((rst,nlcr\ .rslrr.ttiorrs.
Iuring thrrse u'ho ridc lirr tln, advcnturc, and
.xcr.is.. (;irnt bikcs arc nrorc appealingl)
rlesignctl than nrost local nrotlcls, hut lrc not.rs
cxpcnsivc rrr inrpracticirl as lirrcign racing bikcs.
[]randctl storcs ancl kiosks otler brightlv lit col-
orcd rlisplays. (iiant salcs pcrsonnel ar!'th!'n1
sclvcs hikc cnlhusiusls with nlore tcchni.nl snvvl
tlran conrpeling salcs pcrsonnel. And (iilnt
aclivcly prrrnrolcs ancl strlports recreational bik
irg tlubs ol-thc kinLl popular in Europc and
N()rtlr Anrcriail.

6
,e

a

s

12 JLrly-August 2OO4 fltE CHINA BUSINESS EEVIEW

I

I$

I al

-George Crocker
and Yi-Chung Tdy

11 a

l \
[*

r
t)

I

\ tI

(iianl's srrccess in (lhina, as rvith successlirl
[rrlnds in anr.nrarket, ret]ects ccrtain nritrkct,
induslrv, and coorpan,v specilics. Ii.rt thc conrPl-
nv's succcssfil. three-part brand and nrrrkcting
\trrte8r is appli.ablc to an),product and inrlus-
tr! in.rny nr.lrket.
a [:irst.lirnls rrlust ircquire dcep consunrt'r
in\ights: not sinrply what peoplc I':ur', btrt xy'ritJr

scgnrcnts ()l c()nsunrers buv rvlrot grrrds ancl rr,,lr1l

O Serorrr!, firrr:s rrlu'l crc,rlc .r valuc prr'positrr:rl
lirr cach group of targct cuskrurers.'l'hc value
pr()positioo the prinrary, essential berrefit a

prrxluct givcs consurncrs must go bcyontl iust
products, to cncompass lhc ('rrtirc cust()lncr
c'xpericncc u,ith thc l>rand.
O 'l hir,l. tirr:rr ntrr\t JIign nll LontfJov rLti\ itic\
torrrrti pror iding thc Jcsircd irrstorrrcr crleri-
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THE 8TH CHINA INTERNATIONAL T'AIR FOR I\VI]STMENT & TRADI
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www.chin8fair.org.cn
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lf you plan to rsp into the infinila invcstment opponunitics in Chin!, you canno! lffo.d to miss rhc annual China
rcmltional Frir for lnvcamcot and Trsde (ClFlT). thc vcry bcst place !o $rn.
CIFIT is Chins's only inlcmslional cvcnt siming lo promoic foreiSn dircct invcstmcnt into Chins. E.ch ycar,
lFlT witncssc6 thc inflow ofbillions ofUS dollsrs wodh of forcigr capital. CIFTT is thc bcst plece for business
ople to feart on thousuds ofinvestm.nt projccs. as wcll as alluring inveslment capittl from ltound the *orld.
ri "lntcmational lnvcstmenl Forum" hcld bv China's Ministrv ofcommerce. as wcll ss dozcns of scminors on
,t invcstmcDt ir6ues, \rill olfcr you thc most upto{stc infonnstio[ on invcatmcnr in ChirE .rd ptovidc you rYirh

oldcn opportunity ofmccting scnior 8ovcmment officirls from Bcijing, govemors ofrll ofChina's provinces
mayo*'of rnojoi citics. The UNcTAD-sponsored "world lnvcstmcnl Repon". rclc$cd rnnullly durinS CIFIl

nher augmcns CIFIT as one of the world's rnost prcstigious infoamation ccntc$ for intemalional crpital flo\tr
d inveslmcnt.
ClFlT, an ideal pl8tform for intcmalional investftcnt coopcration, will. in our firm bclicf, p.ofit both your carccr
d your company's intercsls in Chins.

d
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Spoaror: Ministry of Conmercc. P.R.Chin

Co{Io.to't: Unat.d Ndion! Coofcltncc on Trad.

lnd Dcvclopmcnr (UN(TAD)

world A$ociation of hv€slment

ftomotioo 48.i.rc! (wAlPA)
foa lro't lntorrDadol. plda ({[ltcr:
Th. Orgrnizing Commirec ofCFfT
Phom: 0oE5-J92-2669826. 2f'69824

f.r: m8G592.:6(19810

E lnrll 96xi!ncn@,public.im.lj.cn
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Getting to knou/
your customers

\{ith a clriun.rtic lariclv of tcrr;rin, dialccl, austonr.
irnd cuisine, (lhina is as liagnrentctl and divrrse as

Firropc liom virtunlly.lny nrarkctir)g standlx)i11t. Bcst-
\cllinl.l ((,rrr)(rrl.!ri(. I'r'rrrr'.rrr lhe h0rrrogcDi/rng t(n-
dcniicr,rf nt,'.lcrnit.ltr'tn. llLtt ehin.t. rn nt.lrtv r.\l\'(l\.
has bccomc rnorc clivcrsc in tha ()pcrr Door era. 'l hc
oncc ubiquitous lr'lao jacket has given way to a varicty of
traditirrnirl and nrodern slvlcs rrl local and intcrnational
design.

lmportnnl as gcogral,hy may bc. it is insullicient to
providc rDerninliful insights into (ihina's consumcl
cln:'scs. \\'ith growing ccooomic clilterr,nces l)ctween Jnd
rvithin rcgions, ()hinn k)diy is as stritified rrs it is fr.rg
nented. I)enrographic llctors, thcrcfirre, arc incre.lsirrglv
inrportdnt.-li'cnitgers in ShirnghJi rnri in Xi tn, Shaanxi,
may irpproach nrobile lrhonc displ.rys rvith similar bud-
gets an(l aspirations. Yct lheir rcsPcctive pirrcnts will
purchnsc houschold apf linng., in dccidr'cll,v tlillerent
ways. ()bviouslr dilfercn.cs in rv.rlth lcvcls rvill intlu
cncc thc pricc rnngcs conside'recl. llut difti'r'cnce,s il]
belir'fs antl itttitudt's \\ ill ol'tcn drivc Shanghainesc to
tircus nrore on thc eirrotionirl bcrrrlits of [rrrnds, stvlcs,
rncl proclucts whilc coos!rnrers in Xi'an will lcnd Io
tircus more on tlrc tunctionll benciits of thcir purchascs.

SirriLrrh', horvcver,,.ir'nrographi. .ategoricr dldrr'.lrc
too hroad to cxplnin ditfcrcnt consunrer bchaviors firlly. A
nrorc struaturc(i rrld contprchensive approach is recluircd.
Geographv,rn.l .lenrogruhics nru.t be considcrcd as Parl
of lhc broadcr ph)-sical, nrental, nnd cmotional contcxt of
the consunler.nd purchdscr. Inrportnntly, thcsc factols
nrust bc able to crplain not onlv horv consumcrs behnvc,
but !!,hy thev bchavc as thr'r do.

Is it possible to lrnass sufFcient tluantity ilnd qunlity of
relevnnl .onsun'r('t illfornr.rlion in todlr''s (lhinir?

( lrrtilinly, it is llr clsicr lo obtain nte.lnillglirl insi!,hts
todny thnr) c!.r befi)rc. l\rt thcre is littlc rcliablc, eurrcnt,
antl tonrprthcnsivc sccondart d.tllr to inlirrnt thc process
(scc the O/i,ll, May lunc 2004, p.54).'l'hcrctirrc, it is criti
a.rl to ilrteSrrtc r N'idc rnnqe ol \orlrces nnrl to tri.rngullte
whcrc thcrc rrc intirftrrirti()n gxfs or conlli.ts. l\l.rrkrtcr\
nlust [ornrulirtc'hi8hly largetccl nrarket rcscarch to l]ll
.ru.iJl dald gnt)si Chinl is trxr big and loo LonrPlcr.r
nr.rrkct lirr .rn unfircuscr,l, "troil thr'r)..nn" nppronch.

-lhis 
challcnge ol obtrining eustonrcr insights shincs

nn inlr'rc'sting sp()tliglrt orr thc b.rttlc [:cnv('r'tr glot).ll .lnd
Iocal brancls. \ts, tirrcign brlntls generrllr-h.r'\,c grrrlcr
mnrketing sof histi(irtion irnd flr.powcr. llut sr,rccesslirl

Lrcal firnrs. srrch as ( lixi Zongshcn Mololcyclc (iroup,
(iu.rngdong \izhilang (;roup l.td. (:o. n lcirding liuit
jcllv srrack br.rncl lnLl (ilrin.r Nl('rchdrrt':, Ilank (ir. l.td.,
lirr cxamplc, cxhibit ln intuitivc knuck iirr oburining cus-
tonrcr insights, idenlilving Prrrnrising scgnrcnts,.rnrl
building trr.rnd irlt'ntitics on thc llr'.

A case in counterpoint:
P&G and the China dream

Once upon a tinrc, (lhiDa's r()Dsulllcr ntnrkcls were
virgin terril()ry. It rvas li'asible, in theor],. li)ritnlbitious,
vcrs.ltile gl)bal brantls to seck rnrl obtlin largt'nrarket
shlrc in thc world's lirstest growiDg nlnrkcl. If any t'i)r-
eign comPany actually cxpcricnced that drcamlikc suc-
ccss, it rvas the l)rocter & Gaml)lc (lo- (P&(i ) through
thc 1990s in (lhind.

An early, aggressivc, and dccp-pockctccl cDtrant into
lhc honic goods nrarkct, the P&(i lirmill, of brrrnds hrs
bcconre ubiquitor.rs in (ihinese stores and homes,
rivaled onlv by British-l)utch Llnilever plc in nrarket
sh0re across a broarl Product portfolio. Irrvesting a

currlulative totnl o[ $ I billion, P&(] estatrlished Rejoice,
Parnpers, and Safeguirrcl as thrc'c of China's best-sclling,
nrost'trust(.d brands, with 50 pcrccnt mnrket shtrc al
thcir pcak.

In recent vcars, howcver, ntany P&(i arrd Unilcvcr
products hlvc' lirced new chirllerrgcs. Countcrfeit goods
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other brands have cononed on to Yue Sai Xan's lechniques.

encc. Although this approach will lrc lamiliar to expcri-
enced rnilrketcrs, only a tirilored rpproach rvill succcctl
in (:hinn.

Photoaraph: Catheflne Gelb



havc clearly nibbled arva,v at brand cquity. But

Icgitimate krcal conrpclilors havc nlade inroacls
as well, crcating effectivc products, brands, dis-

tril)ution nctworks, in-store tlispllys, and prorl
r.rct pronrotiorrs. China's Masson l.td. (ir., for
cxample, his tnken on thc global l(x)thpirslc
brands (irlgatc and (lrcsl with lhc n0tionally
nrarketed (l(lP (lalciunr. And locally branded
shampoos, such as Shu l-ci and l-a lrang, owncd
by (:-Bons (;roup and l.l Fang (iroup, respec

tivcly, are cluickly gaining on P&(i's Rcjoicc Lrnri

llcatl & Shoultlers.
ln Chirr.r's cr,nsunter nrnrket\ kxl.tv, il i\

doubtful whcthc'r any brand, firreign or local,
can nchieve lh('same dcgrce of rapid, sustainecl

gr()t!th thnl l'&(l an<l Llnilever t'ttiovcd cluring
thc lras dccirde. In thlt Pcriod, sueccsslirl pro-
cluction an(l rlistribution .ontribulcd substitn-

tillly lnd cnduringly to penetration irnd
pr('htJbilitv in the rniJcr nrJrkct. ( {rnlt(litiv(
succcsses kxl:ty are occurring in snraller anti
nrore preciscly rlefinetl consunrt'r groups

thr(lutlh nrorc t.trget(J slrrlagi(\ illt(l e\(( til'rl

Value propositions: Striking a
chord, not simply a bargain

ll'custonrcr insig,hl i. the fittntl.rtion of rn1'

\lr,,nS hr.lnJ \tr.rleSv, llr(rr r rltrc Irr'|,r5i1i1111'
.rrc the pluor[)inE, wiring, and lighting that brinS
thc brind k, lili'. In consunrcr products, li)r
exlnrPle, thcsc proposilions transccnd price and
qunlity roorpnrisons. Suceesstitl brantls irrc itl
work whcn cust()mcls rcr!h aaross conrparltrlc
but lorvcr l,riced altcrn.ttives li)r lhc laInilinr
lavorite, or lrrrn lo a rvholc ncrv frotirlct cJlcgr)'
rv l,,r ,r r)r r(. ljr)tr'vJlrle irr.l,rnreI crP. ricrr.c,

Yue Sai Klrr (losnrcticr', rec,.'ntly actlrrirccl by
l.'Oreal, provides a uniquc sindrxl on thc
slrcnSih oi r winninB valuc' profosition.
Iirunded ll vcars ago lry lhe fanrous Chincsc
tclo.ision Pcrsonalitv, \'r.rc Sai Krn, this firot
hclpt.l pc nrr.r.l.' t .h inlj\( \ri,r1l(n (ll ll)( []r,'l,rr-
ctv ()f c()rimclics ahcr x .10-,vcar rbscrlce tiorll
( )hinese storcs and birthrroms rlikc. LJsing only
(lhinese motlels in advtrtising, displrrvs, anLl

p.l.k.rging, thc lir .onvince.l (.hincs. wonrcn
to sk)p inritirting hnir arrcl makcup slyles ol thc
!\tstern bhndrs conrnronly fealured in thc
(lhines('irdvcrtising ol thc dal'. I)crh.tps most
irnp(,rtJrrl, lh( 6rrn tr.rirt.'J sllc. .rs.r'r'i ttc. t,,
explitin irn(l dcnronslrnlc proprr usr of pro lralr'

right at the snlcs.ouolcr.
Yue S.ii prr'srrrtecl ils eurtorncrs rvith ln

lnrbitious vrlrtr: prr4r()silion: regJin n sensc ()l

lcrrrininc' ( lhinesc bcnuty throuSh thcse procl-

ucts. Thc cust()n1er ('\pcrieoce l)c!l.rn with thc
.rd\'.rtiscnr.nts, continucd through lhe "('du..l-
ti()o proacss" aonductcd i1t cvcry pr)i11l'ol_-snle,

ancl producl Lrst', and linitlly to thc lcelings ol
(onliden(c.rn(l satislirction eaincd lrv usirtg Ytre

5Ji proJu(l\. Ii rr ,r lrr('. it rr.rr.r s'inttint
proposition, ind Yue Siri was onc of (lhinl s

lrcst-sclling eornrctics brlnds, casilv rivalitrg
global brands in (lhinrr. lhen Iht'lkxxigatcs ol.

conrpctition o|cne'd. -lirclay, 
thr:usands of

hrlnrled products compctc [i)r cusk)rner attarl_

ti(,n Jt aosnrclias coLlntcrs lhrough()ut urban
(:hinrsc dcpirlrnent storcs and shopping malls.

()f coursc, lcw unconlested pro(luct ailtc-
gorics rcnrain in (lhinrr todi,v. Bul s()rne catc'
gorits, such its sporting uoor,ls, secnt lppealinglv
l.rr l'ronr srtur.rti,rn. A\ lrrh.tn ifilucrl(( in(rc.r:_

es,.rnd thc 2001{ ()lynrPic (ianrcs approrch, tlrc'

url).lo (.hinc\( Jl['(til( l,'r \P,,rl\ Jn(l r(crc,rlir)n
cor)linucs to gro!v.-lirp-cnd lirrcign br.tnds, such
irs Nike rnd,,\clirlas, alrcadv hirve a sul)stantiil
pr{scnct in Ohina's Prospcrous citics itttd sho1,

ping districts. l.i Ning Sporting (irxrds (ir.,
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UNEXPTOITED OPPORTUNITIES IN THE MID- TO UPPER-MID PRICE

AND QUAIITY RANGES 5TI tt EXIsT. TO STAKE OUT TH EsE TERRI-

TORIE', COMPAN!ES NEED VATUE PROPOSITION' THAT sTRIKE_

AND HOID_AN APPEATING NOTE WITH A CIEARIY DEFINED

TARGET AUDIENCE.

panv li|es up lo its scrvi.. nrotk) 100 percent of lhe
linr!' or not, thcre is litt[' qucstion thirl Haicr (in whitc

F(x)ds) and (ih.rnghong (irouP (in clcctronics) hlve
surpassed lirrcign firnrs in scrvice rcputati()n.lnd stan-
clarcls in (lhina.

Ihis degrce,'l frriur rrrr lhc irrrtorrrtr crpr'rierrie
bcnelits brancled Hoods ind serviccs in nny mnrket. But

I,alrrfl-.s in (lhinl lre pirrticularly rcwarding. Ilctail shop-

fins i\ J li'rrrr.)l re(rc.ttir)r.rrrtl crrtcrt.rinrr.rrl in a

\()(icty thnt t\rr decadcs agr: copcci rvith shoddv goods
an(l sncering scrvice. SplcioLrs, well-lit nralls lnd shop-
pin8, slreets l,rovidc l wclconre rr'sPitc liorn :inr.rll npart-
nrrnls in mrn\'(lhinesc cities. Ht'lplirl salcs ircDdants
still clicil Lxrks of surpris.d skepti.isn) liom nran,v piriz-
zlecl shopping vclerans. And the snarl of trallic in the
slrcct nreans th.ll idde(i c()nvenicncrs nre grcnll\'\'alued.
Irr t lhirr:r. ti'r cr.rnrplc, l] n\, (llic\ \llll rcquirt.r)(!\'
bic,vcles to bc rcgistcrc(i rvith thc rnunicipalit),. At (;iant
l)icyclc storcs, thc staff registcrs ncw bicycles on lrhalf
ol cuskrrners firr no cxlril ahnrge.

llrandecl one stop shopping h.rs irlso bcgun kr takc
o11, crcmplil'rcd lry thc' succcss of lirll-scrvice house-
hold applialllg 5lpres such as Dazhong, Ytrnglc, and
(;u()n)ei. lhc:ic stor!'s ollir (reirter froduct vnricly,
nrore conrparnti\.e inti)rnlntion, bcttcr-tririncd :,iLlcs

stall, dnd highcr-quality, storc back&l guarirntees.
'Ihcse leaturcs together cl..livtr a nruch morc satislj'ing
au\t()nrar cxpcricncc thnn (-hincsc a()nsurncrs aould
hlv.'clreatnetl possiblc l tew shorl vcnrs ago.

May the best brands rnrin...

lhc br'sl br.rrrds will rvin out ovcr the ncxt dc.ade
in (lhina, as lop-tier.ilics bccourc world-class htrbs
xn(i growth contirrucs to \prcrd inland to secontl- ontl
thirtl-tier cities lnd torvns. As disctrssed, hou,etcr,
thcsc rvinning brlnds rnJy rlot bc glot).rl houschold
nJmcs or firnls aon)r'nrllcling k4r otnrkct shnrc todav.
Instc.rd. trr.rntl victors rlill lrc ronrplnics, lirrcign or
loc.rl, llrre or snrall, that inrplcnrcnt artitl br.rld.rnd
nrarkcting strntegy through three critical donrains-
aust()nrer insight, cusl()nrar expcricllce, and crxrrtlina-
tion of all iirnr dctivitics thxt engrgc th. cuslonrcr.
'Ihcir viclorl- sl,oils will bc me.rsured not in billi()ns of
.onsurners, irs nriny in (lhinn hitvc Lrng hopecl, lrut by
custonrcr Lryaltv, brancl c't1rrity, ancl sustlined nr.lrket
shnrr-indi..rlors of listin{ r'aluc crcitiorl ind lorlB-
ttrnr conrpctitive advant.r11c. fr,
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fourrlctl bv thc l'arnr)(rs (lhill.sc gvrnnn\l of thc s.rnrc

ndmc. has aahi.vcd s()nla su.acss as r lirst tirlLrwcr
rvith a [rro.rdly.inrilar ofii'r [rut lowcl priec levels.
I-i Ning exploitcrl uncovcrcd, nrid-priccd tcrrik)ry in
lhe nl.rrkct nr)d ('stnblished .r Iirnr Position lrv doirrg so.

Li Ning.rlso bcnchts lronr "brand r:ation.rlisnr" nr.rny
(ihincsc consumcrs prcii'r kr [ruy Chincsc prorltrcts
rvhcn possibL'. \t't unexploitetl opporlunities in thc
rr1id- to Upper-rrri(i lricc.rn(l quililv r.tnF.s still crist.
'ft) stnkc out thc\c lcrrik)ric\..ornpnnies necd vnluc
propositions that strike-:rnti hold-irn.rppcaling lole
with .r clcarlv delincd targcl nudience.

Ensuring the best
customer experience

t)clivcring a conrpelling customcr cxpcricncc is

sonretimcs misperceived as sinrply crr.atir)g an .tppcirl-
inB l',rirrl -(rl-r,rla crrvir,)nrlr(rtl. Irt ittt..,'rrrl,:llricr
ntust ()rieill the cntire nranulitcturer-t()-c()nsunrcr
valut' chain ( incluLiing prodLrct design, (iistribution,
nrarkcting, advcrtising, salcs, nn(i aft cr-srles support )

towrrd this dL'sircd ()utcon)e. (i)mpanics with succcss

ful global brands erecute scnnrlcssh across channcls
(lBNl (-orp.,I)aimlcrchrvslt'r (i)rp., ind Sony (i)rp.)
.r n,.l cvctt s.'emittgly cli'['ar.ttc lrpdu.t i.ttc8oricr
(Virgin (iroup and Apple (irmputcr lnc.). Sonrc krcal
Chincsr.brlnds lrc also bt'ginning to align nctilitics
wcll enough kr dcliver a consistent brnnd identity.

I liticr (;roLrp, thc whilc gorxls mirnufacturer, has
becomc an internationalll r.cognized brand synorrr'-
mous n'ith valuc, au:'toInizcd nrodels, aod acccptnhlc if
not (ycl ) (rutstirnding procluct quality. lnternationally,
it is lcss well knowrr that thc linchpin of Haicr's suc
cess in (lhina lics lcss in procltrction thin in atier-slrlcs
servicc.

Haicr h.rs lrcctt,rnc,,ithc pi,rnecr' ut r(!()ri\lruLl-
ing scrvicc clualitv in (lhina. With a nntionwidc nel'
rrork of call ccnlcrs ir d scr|icc c!'nters, IIdicr
rdvertiscs its.onunilmcnt \r'ith the phr.rsc 'all you cir
is rrll, rrnrl HJrar (l('(\ lh( rc\t." ll\ airll ((rl.r\ nr.rirl
tain a dctriled curtonrer dntxhase, dispatching tcchni-
cinns lionr in-housc sr:rvicc ecnters or n natirrtt$,ida
conlrlct()r's nt'twork. Haicr tccllriciins.lra well
knowr and apprcciirtcd in (ihirra firr rvearing shoc cov-
ers, protcating lirniture, nnd !acuuming ilfter aoIll-
pletinB repirirs. It all .rtids up to i distirlctivcl,y
satish inB cust(nncr txpericnac. And whtl ht'r thc conr-
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J hina entered the modern fast-food era in

I November 1987 with the opening of the
\ r,.". KFC outret in Beijing. Perhaps
because KFC Corp., a subsidiary of Yum ! Brands,
lnc., \ /a s the first \ /estern fast food company to
enter the country and because chicken is popular

in China, KFC remains the top quick-service
restaurant (OSR, as the industry describes itself) in

China today-in terms of sales and number of
outlets. KFC nornr has more than a thousand
outlets in the country, located in all provinces and
autonomous regions except -nbet, which KFC may
enter soon. The outlets serve more than 2 million
Chinese each day.
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llut rvhat about thc QSRs st'rving lbod lt'ss

l.lntili,rr tr) ( hllrc\c r.r\tcs? \\ h]l rtrntegic:r .rr(
thcse pro,'iders using? I intcrvierved dozcns of
foreign QSlL eorrrpanirs ind industrl. spi:cilrlistr
nbout thcir cx|ericnccs in (-hina to lind thc
irn\\11'rl t. r thc\( (lucsl ion.. i\l,,st irrtr:rr i.'r.r'..
voicctl conrnron vir:rvs on strltegies to firllow trrd
problems to lvoicl. Although many of thc point-
er\ ,rra l)lrrc (orllrllr)rt r, rtrc. r,,nte foreiSn t(lnrfa
ni.'. havc igrr,'r,r.l llrlrr rrrrd l,uiJ the pricc.

China's quick-service scene
(llrincse anrl lirrciqn (lSlls drc sell est.tb-

lishcd in (lhin.r's lrrgc rnrl mid-sized citics. In
ll)rl . I]r(,rc lh.ln :{) f(r(crl oI tjuiik rcrr rrc
opL'rators in (lhina scrc li)rcilio. \\tstL'rn-stvlc
fist t(xxl rccountcd lirr roughl,v one-thirci of
(lhin.r's tot.rl tluick servict' busincss volunrt'.

The nrcnLr is not thc only diflcrence bctw.cn
ftrreigrr lntl (ihincse QSll conrpanies r)rnrkct-
ing strnt.Fics nnd [rusirress operirtions also clilii'r
According to the All (llrina Marketing Rescarch

Co. l.tcl., nr.rDy \\rcstcrn-sl,vlc QSRs hrgel youlh
rnd trrnritics *hilc (lhinesc stvle QSRs gcncrallv
ainr Iirr custonrcrs hetrvccn l5 lnd .1'l velrs old.
In trrct, thc oltlcr thc (.hinese customcr, thc

rnorc likely hc or shc is lo (lior .rl .t ( lhin('\!'
rcslnurirnt. \\'hen \\restern f.lst lix)(l rc\tauritIrts
lirsl cntcred (lhina, thev tircusecl r)rl llrslc, prt--

sent.llion, spccd, aod c-tlicicnev; (-hincsc rcslau
rnnls c{rn(cntrited prinrnril}' on lnslc. \\rcstcrn
conrPanics, rvhich gr'ncr;rll,v h:rvc rltorc nlcah.l-
nizecl frrocluction, tightc'r r'nlnagcrncnt. ancl

rrrorc motlern marketing lcehnirprcs thitn tlrcir
(lhinesc countcrparts, averagc lrighcr chily salcs

lhirn ( ihincse companics.
(lhinn's QSR mnrket has changcd sincc KF(i

.rrrtl Nlil\rnald s { j,rrl,. lhc\(Lort(l Itl.ri.tr
Wc:'lcrn fil:it fi)od companv to aDler (]hioir-
ol,cncd lheir doors (scc belrlv.rntl p.l0). ()nc
global changc occurrcrl rlhr'n nr.tnv l.rst lilrd
conrplnics srvitchetl to thc' r.luick-scrvicc lirrrrl
nrorlcl rrhich, insteatl of spccd, tnrph.lsi/cs qu.ll
it1'.rnd ticshn.'ss, and rvhich custonrizcs ordcrs
and tnrgcts a slightly olclcr crorvcl. Kf(l.rnrl
Mcl)onalcl's recogniz.'cl t'rrlv on that clriltlrcn,
young a<iults, and l-anrilic's werc kcy to lhcir suc-

iess in t.hirr.r. Bul nr)rn, lhirl (.hin.r'\ cr)(r8inS
nri,,ldlc clrss craves high-tashion ilcnrs, luxury
QSlls lre also in high denranrl. lhr)ugh n)ost
pcoplc would irgree that thc l.rst. ol thc lixrd is

the rrrosl inrportant part of .r rcsliurnnl {isit, the
ovcrall rlirring experience plly\ nn incrcrsinglv

Yum restaurants. located in more than 240

Chinsso chies, insluds 1,100 KFCs, l Pizza

Huts, and ons Taco B€ll Grsnde. Th€ company

also runs six KFC D&Ds (drinks and desserts)

and nine Pizza Hut Dslivers-both of which

arg ind€pandsnl from the olher restaurants.

Yum opsns mor€ than 200 outlets per ysar in

Chin8. Msinland Chins accounted lor roughly

l3 percent ol Yum's opsrating proti8 and one-

third of i6 int€rnational business in m03.

KFC Corp.

Yum tailors its restaurants' menus to suit
indivrdualcountries. Eefore c hanging prod.

ucts, the company conducts research and

devolopment surveys and product sampling

and organirB6 locus groups. Because Yum s

rosearch rov€Eled that, for instance, Chinese

customers pref8r dark meat, KFC now uses

dark leg meat instsod of white breast meat

for its chicken burgers in China. The compa-

ny also servgs the Dragon Twister-a wrap
with Pekio0 duck saucs, onions, and lried
chicken strips instead ol Peking duck. KFC

removsd colaslaw from th€ menu whsn it did
not sell well and rsplaced it with Chinese-

style salads whose veg€tables-including
broccoli, caulif lowsr, carrots, mushrooms,

6nd bamboo shoots-vary with the seasons.

Last ysar KFC launched more than 20 new
products-mosl for th€ short term-

KFC'S primary customers are young chil-

dren, young adults. and families. To better

capturs the children's market in Asia, KFC

introduc€d "Chicky," a tlutfy chicken mascot

that hosts children's birthday parties. To cap-

tu.e China's new drivers, in 2002 KFC opened

its tirst drive-through restaurant in Eeijing s

Asian 0lympic Village district.

Pizza Hut, lnc.

Whon it opened in 1990. Pizzs Hut

became the flrst large foreign company to
introduce pirza to China. Pizza Hut's primary

customors ars white-collar protossionals

ag€d 35 snd younger: its driving force con.

sists of young adults aged 19 t0 29 and chil-

drsn aged 8 to 12. Pizza Hut otters classic
pizza toppings but also introduced toppings

from around thB world, including smoked

salmon, wasabi dressing, German sausages,

and, during Christmas, ostnch. The rsstau-

rantl current m8nu includes seafood pizra

toppings such as prawns, crab sticks, and

squid. Green te8 ice cream makss lor E cool

dsssen.

Taco Boll Grando

China! first Tsco Bell Grand€ opened in

Shanghai in May 2003. The restauranth inte-

rior rsssmblas I Chi-Chis (or even a TGI

Frid8y'sl more closely than a Taco B€ll in the

United Ststes. There is no counter-it is a

sit-down, full-service restaurant complste

with lVsxican music and employ€€s dressed

in Mexican garb. And ths China msnu is quits

dilfe16nt as well-there are no rofried boans,

ha.d.shell tacos, or sour cream in Shanghai.

Kidney bsans substituts lor refrisd beans,

and the food generally contai0s lsss spicg

8nd less .ice. But Taco Bell Grande sorves

tonilla chips and salss wh€n customsrs ar€

seat€d and offers cheesecaks 8nd Mexican

flan for dessen. 0un Wang Jamieson, public

affairs director of Yum Grsater China,

Bxplains that ths company investsd almost

two ysars experimenting and learning kom
oth6r markets and is still fine-tuning tho Taco

Eell concept. Yum plans to expand ths op6ra-

tion by tho snd of the year. Wang Jami0son

addsd, "Taco Bell brings a very n6w flavor to

China, and has attracted many rdventurous
poople-it's I different demographic than

KFC and Pizza Hut."

Shs concluded. -Evsn though Yum is a

market leadBr in China, thsre is still room to
improve. China is not an easy mark€t, and tho
lo6rning curvs for Ioreign brEnds is stBsp. lt
has taken Yum years to lssrn what it knows,

and it must be difficult for new companias

that 6nt€r the markot. lf a company is wiso, it

willlsarn fast."

I
Yrrrn ! Brands. lnc. in Ghina
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McDonald's Gorp. in Ghina

After its 1990 entry into Shenzhen,

Mc0onald's opened its largest restau18nt

in the world i0 Beiiing in 1992. ThB first
B6iiinq r€slaurant hsld 700 seats and 29

cash rsgistsrs and served roughly 40,000

customers on its first day ot business.

Today McDonsld! has more than 580

rastaurants in China, located in 99 cities,
and the company plans more than 1,000

outlets by 2008. China is the company!
eighth-largest market.

The typical McDonald! custom€rs in

China ars young adults, mothers, and

thorr children. ShantslWong, chiel mar-

Photographi Paula M. Miller

k8ting otlicor for McDonald s China

0ovelopmsnt Co., sxplained that the

company otfers a number of products

that 8re unique to China. Esch nsw prod-

uct goos through tastB tests by focus
groups as wsll as "operation" tests. Th€

goal is not only that customers will like
ths producr but also that -the product's

launch will b€ publicizod with relevant

and adoquale marketing initiatives."

Rsgarding the importance

McDonald's placss on staff aod supplier
training to provide the best quality. ser-

vic€, clsanliness, and value to cus-

tomers, Marina Leung, senior director of
corporate relations for [rcDonald's China

0ev8lopment Co., commented that in th€
case of the restaurant! French fries,
"0ur suppliers had to start id8ntifying tho
right fields and seeds tor Shephody pota-

to6s slmost sight years before we begsn
harvssting the potatoes for the fries."
Mc0onald's .lso ostablished a hambu.g-

8r univ8rsity in Hong Kong to provido

training in Mandarin for its staff.
The companys current global "l'm

lovin' il' advertising campaign helps tar-
g8t the Chinoss youth msrket. And

Mcoonalds willsc0re mor8 points with
young Chin€se customers for rscruiting

NBA superstar Yao lring as spoksspor-

son and for its future sponsorship of the

Bsiiing 2008 0lympics.

importilnt role in China. Especially in urban
areas, it is now impt)rtant for aflluent customers
to be seen sipping a lattc in a Starbucks (see

p.2l ). And H?iagen-Dazs, a subsidiary of General
l\lills. Ine.. has becomc an intcgral phver in
()hina's drting scene (see p.22 ).

Winning strategies
l)crhaps thc two rnost inrporl.lnt strrt!'gics

that succ.'ssful firrcign QSIIs in (lhirlr lirllow arc,

lirst, to lcarn what custonrcrs wJnt .rnrl tlcliver it
itnd s.'cond, to nrarkct lhcir crrnrpauv lnd prod-
ructs r'cll. lhe approrah :ccm: \in1l)lc, vct nrilov
eonrpanics cither contluet inadcquatc nrarkct-
cnlr{ rcscnrch or stop rcsclrchins shrrrtlv.rficr
,'perrirrg tirr lru'irr<rs. i\rrJ .onrc ir,rrl.rrrics
ntlkc b.tsic nlarkctinS arr()r\ in sclccting a

(lhinesc namc firr thc,ir brantl or liriling to takc
slcps t() introduce their brand in (lhinir.

Top Chain Catering Enterprises in China, 2OO2

EnlerIrise
2002 Sales o/" Change
(S million) over 2001

No. ol
0ullcls

l. Tricon (Chinal lnvestment Co., Ltd.' 880.12 33 s02

2 Beijing lvlcDonald's Food Co. Ltd 103 07 88

3 Shenyang Xiao Tudou Bestaurant Co. ltd 96 02 4 142

4. China Beiiing 0uanjude Group Co. ttd 84 78 4l

5. 'llanjin Dicos Food 0evelopmsnt Co.. [td. 84.18 16 246

6. Chongqrng l-ittle Swan Catering Co., Ltd 81.8i 38 t7t

7. B€ijing 0ong'sn Cstering Co. 67 63 6

8. Chsngdu Tanyutou lnvestment Shareholding Co., Ltd. 62.56 t7 98

9. Chongqing Caio6nxiang Custom R6stauranr Co., Ltd. 62.56 l9 68

ll.MalEn HEnd-Pullsd Noodle Fast.Food Chain Co.l-rd., 54.65 436

l2.Chonoqino Taorantu Flavor Food Culture Co 44.44 3l
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a Know what customers want and deliver it
l.enrninB whnt cust()nrcrs rvilrl liorn ir rcstalLl-

rrnt involvcs rrot onl,v sluclving rthnt cusk)nrers
w.tnt t() ent, [rut ills() horv lhrY prafu'r l() [)c
rcrlccl and rhat orer.rll clining crpcrilnec tho'
!'\p..1. Il.ur)'lbrcitln QSII comPanics in (lhina
cliscover thrrr,rgh nrJrkct rc\cJr.h tlr.ll lhcl nrust
.lltcr thL,ir menus t() suit locrl t.rstcs, lrroyiclc iirll
scrvicc instcad ol-counlcr service. and prcscnt a

ororc upselle im.rgc thnn thev tlo.rl honre. l-or
cxanrplc, Pizza Hut rcslnurnnl:, in (ihina, which
hirvc altcretl their ficnus t() lrctlr:r srril beirl
tastcs,lrc full-servicc dinncr hotrses. Qrrn Wang

l.rmicson, public a1l-rirs dirc.l()r ()i Yurn (;reilter
( lhinl, chboratccl, "Pizza Hut and K l:( I havc
lrcconrc nrore upscalc ovcr tirrc. Yun] l)xys.r lol
,)l .rttcrrion to dci,rr.rrrJ thr'r'h,'lc.linirrg erpc
r ienir:. .\ p,,:.rtir c. sit -rhrrr n rlinnc'r er\ ir()rtntent
is crr.rcial kr our brand inr.rgc.

It is otien siritl thdt (lhin.r is ls large ancl

rlivcrsc.rs Europe. llut (llrin.r's lixrtl prcfcrcnccs
d() oot iusl diiler bv provincc, thcl diltcr r' ithin
cach provincc. Companics should thus p1r;p.11g

l() Jdjust products to sLrit local laslcs irnri, whe:r
.rppr,'1rri.rtc, .h,rulLl .r'L thcrrrrclrc. que't i,,n.
suclt rs: Will nrv custonlers irpprccialc colcl clcli
snnclrvichcs, or do they necd hot s.rndwich
oPtions? Is thrt dorrShnul rccipe t1x) swcct?

Slrould I also otler r s.rvorl lukcd g<rod?

Kl-(l and \{cl)onall's havc rciaprcrl thcir
rnenus lvell. In adclition to its traclitional 1:rrc,

KF(l has offcred congcc (ricc porriclgc) lirr
l)r.iklirst .lnd cg8, toDr.rto, nlld sPinach sorrP.

l)uring the rc'cent bird llu sclrc, it t'r'cn crelted a

|ork burger. iUcDonald's has olli'r'.'d rcgular and
spicl hlsh brouns firr brcakl.rst, spic,v ehickcn
tllct hur'6cr', ti'h .,trrl'..rIr(l r.\l h',rrr I,.r.l( frc*.

loreign 1:rst food conrprrny hcrd<prarters
(llQs) th.lt expecl lhcif overseils lianchiscs to
lirllow thc establishcd ti.rnchisr nroclcl slrictly
will likcly run into trorrblc. lctT Srrith, I Iill &
Knorvlton (China) Put>lie llclations (ir. Ltd.,

n lli itt
I

t-

f

2

6

I0.Chongqrng Dezhuang Food Cdllure Co. Lld. 6r.59 r35 t58

5

'Now called Yum Brands, lnc, which includes KFC, Ptza Hut, and Taco Bell in Ch na.

Source: Chrna Charn Store and Franchrse Assoclatron
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STRICTIY WItL tIKEtY

RUN INTO TROUBTE.

managing director fi)r (lhinr, explaincd,'A li)r'
eign comprny woul(l be foolish k) lhink that thc
limited nLrmbcr of lirreign custonrcrs in Ohina
can keep the conrparrl, in br.rsincss-lnd this is

what it looks like thr' .onrp.lnv cxpecls if it kccps
its US and China nrenus thc' sarne. ll ( lhina's
growing middlc-class nrarkct is a company's tar-

liet consunrer lrut lherc xren'l nrany of thesc

custurrr'rs in the restaurJnt, thcn thc c()mpnnv
isn't reaching orrt k) thc consunrcr group ilnd
isn't giving tht'nr a rr'ason to visit thc rcstnurnnl.
Fast food conrpirnics rtccd to scnd a cleitr ntcs-
saSe to aonsunrcrs,'\iru shoulcl conrc hcre, and
here's whr'.'This lrcqucrrtly involvcs o[li'rin1t thc
restrurnnt s classi( itenrs rrrri adapting thc nrcnrr

to suit local tastcs."
Along w,ith thod ilcnrs, n r.'stnurant's nimo'

sphere is critic:rl-irrrd rtnrosphcrc is afli'ctecl b,v

the restirurant's service. Manl' QSlls rlebatc
rvhether to providc cu:ik)nrcrs wilh aounk'r scr-

vice or lirll scrvict'in China, though nrost crrnr
panies rcalizc it would bc unpopular to ask

customers to clear their own lahlcs rvhen thcy
are finishcd coting. Whcn Papt John's
International Inc. opencd in Shnnghli in 2(x).3 il
made one'kcy changc k) thc traditionitl I'itp.
luhn's lirrrnulr-thc rornl.rrrv trc.rlctl .r .'t-
down, full-service section in thcir lnrgcsl rcslnu-
rant, thus offering inothr'r ol'rtion to takc-oul
.rnd deliv.'ry {\ec f.24). Yv(,11nc \\ing, cxccutivc
dc1'uty *"n"tu, rrtiurirgcr rrI l).rp.r k:hrr's

Starbucks tirst entered China in 1999

and, as ol June 2004, operates 98 coifee

shops in l0 cities in China: Beijing;

Guangzhou; Hangzhou and Ningbo,

Zhejiang; Nanjing, Suzhou, and Wuxi,

Jiangsu; Shanghai; Shenzhen; and
'Tlanjin. A Starbucks kiosk is now located

at the Forbidden City io Beiiing and a

stunning two-story Starbucks on

Hang!hou's West Lake is designed with
qlass doors that open out onto the lake.

Pedro iran, president ol Starbucks

Cotf ee lnternational, Asia Pacif ic,

describes Starbucks as "the'third
place' a place betlveen home and work
whgre customers can chat, meet with
triends, or simply relax." Though the

company does not provide demographics

on customers, it says its China stores

havo a good mix ol Chinese and foreiqn

customers that include students, work-

ers, businesspeople, and mothers.

Man continued, "While the coffee

remsins the same worldwide, ourfood
offerings and merchandise are localized

to enhance the customer experience. For

example, in Shanghaiand Beiiing,

starbucks c16ated collee mooncakes as a

special food item to accompany and com-

plement coffee for the Mid-Autumn

/our drink iTNtslt{n&frr8

Festival." Starbucks' best-selling bever-

a9e throughout China is its latte (steamed

milk and espresso), and though China is I
tea-drinking nation, the company providss

fewer tBa options than in the United

States. Starbucks provides detailsd coflee

training to its employees and supplies its

stores with several pamphlsts in Chines€

to funher local customers'knowledge of

cotfee and the company.

Shanghai, cxplaincd, "Most Chinese want to be

rcrvcti whcn c.rtinB. And l':eclusc our nrotlo is

'llcttcr ingredicnts. Better pizza.'we knew we

should offer better service in China as well."
When planning a restaurant\ atmosphere,

rnlny succr'ssfrrl QSRs market themselves as

cithcr 1un, llshionablc, or both. Victor Yuan,
chirir of Horizon Research Croup Inc., notes,
"l'ast ftrod is succcssful not so Inuah because of
thc ftxxl, but bectuse of the fun. 'l'he food isn't
necessarily better than the food in other restau-
ranls but the experience is nrore fun, and
Ilccause it is dcsigned tbr kids, many fast food
conrpanics succced." Charles Oliver, partner at
markct rcscarch consultancy, GCiS in Shanghai,
(onlmcntcd on QSRs rh.rt (ater to thL'ri\inB
nriddlc class, "N'listcr l)onut Ia subsidiary of
Iapiln\ I)uskin Co. l-td.l is nrore analogous to
th( (:hincsc tcahou\( cxlcrien(.e lhrn lo ir sim-
plc doughnut storc-peoprle order drinks, hang
oul, and arc sccn. TItc company provides an

cxpcricDcc rirlhcr than just lbod" (see p.26).
Of thc srores I visiled in (ihina, Hiiagen-Dazs

stands out as lhe cornpirny that has mastered the
luxury f<xrd market mosl inrpressively. For
China's Mid-Auturnrr !-cstival, Hiiagen-L)azs se)ls

novelty ice cream mooncakes in boxes that,
rlepcnding,rn the sizc and (lrr.rrrlily r'f nloon-
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Hiagen-Dazs in Ghina

Hiiagen-Dazs, the high-e0d ics cream
seller owned by General Mills lnc., first
entered China in 1996 wilh a shop on

Shanghai's Nanjing Road. The operation
is a nonfranchising, wholly foreign-

owned enterprise in China that operates
34 shops in coastal China.0n average,

the companV opsns one store per month.

Gary Chu, vice presidenl and managinq

director of Genoral Mills China, com-
mented, "Heagen-0azs is very carelul
whBn sslectinq shop locations-the
shops must be in tashionable, primary

spots. We follow a city for several
months to a year and analyze otlicial gov.

ernment data, independent data, and

consumer index data on suqar, fashion,
and brand names. ln Shsnqhai, Hiagen.
oazs is a food and a fashion brand." The

company also stocks more than 2,500

HAEgen-Dazs freezars in ditterent ret8il

M!5TER DONUT /vlUST

CONVEY THE

DIFFERENCE BETWEEN

BREAD AND
DOU6HNUT',

'CHLOTZSKY'' 
DEt!

MUST EXPTAIN THE

DIFFERENCE BETWEEN

sANDWICHE' AND
HAMBURGER', AND

SUBWAY RESTAURANT'

MU'T DEIINE

'UBMARINEsANDWI(HE'.

cakes, range between Ytglt ($24) nnd Y6ltt ($75).

Evcn with this high pricc, thc nlxrucakcs draw
huge lines of custonrers. And this past Fc'brurry,
to help couplcs cclcbrirle Valcntinc's I)a).
Hiiagen-Dazs offc'red helrt-shapt'd icc crt'lrrr
fondue. Starbucks, which oftcrs a coffec nxxrn
cake t'irr the Mid-Auturnn festival, and ir4rs.

Ficlds Cookit-s, which has Iaunchctl hlskct pro'
irotions (see p.26), also use spccial tcchniqucs to
draw in the luxurv goods crorvd.

a Marketing matters
Though sonc big nanrc, long cstablisheti,

tirreign QSll.s in ()hina nrll focur prinr:rrilv on
horv kr rcach thcir targct audicncc through pro
n'totions, othrr aonrpitnies nlusl focus on cc'lu-

cating the public about thcir conrpany and thc
products thev scll. \listcr I)onut nlusl aon\'ay
the differt,nce betrvecn brclti and doughnuts,
Schlotzsklrs Dcli (scc p.2tl) rnust cxpllin thc dil'
f erence bet*,een s,rnt1r,r iches and hlnrtrurgcrs,
and 5ubwa1, Rcstaurants nrusl dcfinc sul)nrarinc
sandwiches. I\lost comPanies lrint llll-.olor
brochurcs, in (lhincs., thal dcscribc thcir pro(l-
ucts ancl tht'company's historv.

Another basic but vitillly imPort.lnt murkcl'
ing step firr frrrcign corrrpnnics is to nrnkc ccrtnin
the company's Chinesc nlme is nrcirniogful and
free of bird connolations. Iroreign rcstaurirnl

shops, including hyper- and supermar-
ksts, cinemas, night clubs, qolf clubs,

convenience Stores, tourist anractions,
and 7-Eleven stores in Shenzhen and

6uangzhou.
Most Heagen-Dazs cuslomers are

young prolessionals and uppermiddls-
class, white-collar workers; .oughly 60

percent of customsrs are young women.

Chu remarked, "The maiority of HAagen-

0azs customers are Chinese. We target"
ed the Chinese consumer lrom th€
beginning of our operations and never

designed China-based H,agen-Dazs

shops specifically for expatriates. Many
Chinese are okay with our lrelatively
hiqhl prices bocause we are selling food,

July-ALrgust 2OO4 fHE CHltlA BUSINESS nEVIEW

brand, fashion, and indulgence."

Heag6n-0azs has creatBd new prod-

ucts lor the China market. lt servss green

tea ice cream. and lychee and red bean

tlavors are on ths way. Since hotpot

{l'uogro) meals are a lamiliar tood in

China. it was fairly eary for the company
lo introduce ics cream-and-sauce fon-

due, which makes up 28 percent of the
store's business in ths wintertime and is

an espscially hot product tor couplos on

Valentine s Day. H6aqen-0azs created

chocolate-covered ice cream mooncakes

lor China's irid-Autumn Festival that
came completo with a round, mango sor-

bet center in place ol the tradilional egg
yolk. Th6 company also sslls ice cream
drinks and cakes.

For marksting, the company has more

than 50,000 VIP club customers in China

that it contacts regularly with newslet-

tors and e-mail promotions. lt also adver-

tises in high-end movie theaters and

specialty wom€n's End airline magazines.

According to Chu, some of the biggest

chsllenges for HAagen-Dazs in China

includ6 training staft, obtaining fresh
milk, and logistics. New employees
16csiv€ datailed training manusls with
sections on service, sfliciency, and

hygien€. Hdagen-Dazs also runs a school
for service training, and mystery shop-

pors (unidsntified "shoppers' hirod to
rate their Haagen-Dazs experience) visit

and rats stores. Finding a steady supply
of frssh milk is ditficult because China

has strict rules for imponing dairy prod-

ucts but lacks a strong domestic supply.

China! Iree2sr standards are also a

problem. Heagsn-Dazs impons allof its
freezers frorn Europe and operates its

own troszer container trucks. Chu con-

cludgd, "lt is not sasy to sell ice cream in

China. Forgign companies must make

large investments, establish brands, and

maintain seasoned management. Local

companies havs m8ny advsntages-
some pay lar less tax and far lower

employee wages and spend less for a

lower quality product. lnterostingly, since

SABS hit China, customers have become
mor6 concerned about hygiene and lood
quality. People are beginning to see the

dillersnces betwoen brands."

a
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TISC'S PENDUIUIh SERUICE
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MEDITEBRANEAN SHIPPING COMPANY
(212) 764-4800, NEW YORK

wwwmscgva.ch

Mediterranean Shipping Company (MSC) now of'fers an all Water
Pendulum Service fiOm East Asia to the east and west coasts of the U.S.

Port rotation: Ningbo. Chiw.rn. Hong Kong, Busan, Tokyo.
Los Angeles. Manzanillo (Mexico). Freeport (Bahamas)

to Savannah and New York.

The ports of Baltimore, Norfblk. Charleston, Jacksonville, Miami, New
Orlcans and Houston. are served by express relay tkough Freeport.

MSC is the set'ottt) lurge,st contoiner corrier in the worLd and utvers
all najor de.stinations aruund the globe.

rrrlrrr 3ftnrlorE Bosrox cHmttsTor c{l8Lom cflrcAco ctEvtull0 olLus ofTRolT fl0u8T0t
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Papa John! opened its lirst pizza out-
let on ths mainl8nd in Shanghais Pudong

district in 0ctober 2003 and opened its

second outlst in Shanghais Gubei district
in January. The company will launch its
first Eeijing restaurant in Septsmbsr
Within ths next 10 ysars, Papa John s
plans to €stabllsh 200 oullets in Shanghai

and neighboring cities and mors than 75

in Beijing and the surrounding cities.

over time the company hopes China will
bocome its largest market ourside the

United States.

Yvonne Wang, sxecutv6 deputy gon-

oral manager of Papa John's Shaoghai

m8 ster fr8 nc hisee, notes, "P8pa John's
decided to sst up in Shanghsitirst for
many rsasons. Shanghai is fashionabls,
and its larg6 population alrsedy knows

and lovss piza. We are also wsll known
to many of th€ foreigners who want pilza

dolivery. Though business is strong in the
two Shanghoi restau.ants now the
Pudong restaurant hss stronqer businoss

bscause it has besn there longor, it has I
more csntral location, and thgrS are more

target customers, We need to advenisa
more fo. ths s6cond restaurant, which is

the first P€pa John's in $e Asian market

to otfer a full-service dine-in option in

addition to delivery and carry out"
Though it varies by restaurant loca-

tion, typical Papa John's customers in

Shanghai aro foreign kinderoartens, mid-

dle-school child.en,lamilies, and compa-
niss. Wang continusd, "Wo reslly want to

introduce Papa John s to Chinese cus-
tomers, who frequsnt the second restau-
r8nt in highsr percsntagss than the first."

The Pspa Johnl China r€staurants

otler smallor pizza pies than in the Unrted

States-there is no demand lor ths large

sizss offered in the United States. To suit
local tastes in Shanghai. the company
has added pizza toppings such as crab,
corn, green peas, shrimp, and pickles.

Similar toppings will be teatured in the
Beiiing restaurants. The compsny offers
lree deliv8ry to customers within 2.5 km.

To date, Wang soes the company's
grsatest challenges as findinq ideal real

estale locotions, working with P8C gov"

ernment rogulations on establishing lood

outlets in residsntial compounds, and

keeping costs, which are high because of
importsd ingredients, down.

Papa John's lnternational lnc. in Ghina

Top problems to conquer
Alllrrrugh countless pr()blents.rn prcycnt

li,rei!,n innt|.trti. ' li urt ,rr'hicvirrg rtrirc.r irr
(ihina's QSI{ industrr', lirur main challrngcs ar.'
ntosl c()nlnton.

'f finding, 
"nd 

paying [or, the right locarion
! FinJing thc ritht l,ri.rtiorr lor.rny hurincs. is

critical, and QSlts are no.xceplion. Sonrc
lirrcign QSRs are nrore dePendent on lbrcigtners,
businesspeople, and trcndy urbanitcs than oth-
crs. TIris depcntlcncv unfortunatcly costs them
dcarly in rcnl. Hiiagen-l)azs pa),s cxtrenrel,v high
rent lirr prime locations, ilnd Schl(nzsky's I)eli
has had t<r movc ir fcrv tinrcs in scarch of better
Iocatitxrs. Conrpanies nrust then decidc how to
offset thcse high costs.

) Training sraff
!1Puul \'. C.rrr, t.l O J nJ nuilcr t'ran.hi\L\.(an
individual or corporation that cr)nrn)its k)
dcvelop a lianchisor's conrpany rnd scll subfran-
chises, in a region or wholc country) o[ ]Vlrs.

I:iclds (ihina, planncd ahcad firr Mrs. Ficlds's fu-
turc expansion: "\\'e havc nrore stlfl than wc

nc'ed now lirr our Sl'tan,{ltai opcrations bul this is
okav-lhcv arc in lraining for l ttrre storcs." Pe'
dro IUnD, presid(jDt of Starhucks (loftec Intcrna-
tional, Asin Pacilic. renrarkcd, "Slarl,r.rcks lircuscs
on providing errrpLrvccs rvilh intcnse colfcc
trainirtg ch.srs. l-,rr t':r.tntple. c.t.lr harist.r g,xs
lhrough lwo to thrce wccks of training l.lclirrc
lhe)'arc nblc to s.rv. behind thc bar" Aftcr all,
not mnny pr'l)ple in any.ountry know how k)
rnnke n rihort, doul)le-shol, sov ntilk, no foam,
nracchint().

I Logistics
Z B...,L,.. rr.rnv l'orcign Q:R\.till inrl,'rt J

lJrge 1,cri.'111,r*.,,1 thIir l,rId r11111 q11u;p111q111.

krgistics costs can be high and clliciency can be
low. SchLrtzsky's l)cli inrports alrriost c\'.rvthing
nccde<i lirr its rcstauranls. Papa lohn's uscs local
rcgctablcs and tol,pings but must inrport.hcesc.
J,,uHh. s.rrr,.c...rurl rrilr. lte crc.rrrr i,rnrp.ruics
lh.rt rcqtrrre a lr,rh rnilk 'upplv Ii'r lhr' r cc
(rc.tor i,r\leaJ ol nrilk fi,\{(icr-hJ\('J ot,'ri-
ously tough tinrc bccause (lhina Iacks thc fit'sh
milk they need. lhcsc icc crcan conrpanies suf-,

fcr hcavilv fronr lhc lrnnsfortation xnd dut)

B eiiing

Selscted

Guangzhou

Selscted

Shanghai

Selected

Chips r55 179

1.81 li9
Chinoso noodlss

Chrnese snacks

7.50

12.22 t0 47 r9 29

0umplinqs, wontons &
otherwheatsn lood

Hamburgers

6.34 853 1214

28 S33S 82 18 22

0lhers 543

1.36

16.29

271 r07

Bic e meals

Western-style chicken 8.15

Multiple-choico questions; totals sxceed 100 po;;
349

Source:All Ch,na Markel.ng Besearch Co.Ild

July-Augusr 2OO4 fHE CHINA BUSINESS EEVIEW

821

n.lnles thilt arc translilcratcd onl) k) npl)roxi-
rlrilte thc s()und of thc lirtcign name will be' less

cllecti\'. lhan lhose thrl irlso convcv the Produ.r
or conrpnny inrlge. Thc ( irca-(irla Co.'s (lhinese
lrarnc (lii,ko! L(,ir,), which, gcner.rllv tr.lnslnted,
rDenns "t() lcl th. mouth bc ha1Tv" or "happi-
ncss in the moulh," is usu.rlll citcd as irn idell
trrnsllti()n. And \onrelinrcs n conlPilnv's []ritnd-
i[B is not .]s str()ng:rs lhc IIN(i thinks..lhr,
(ompitn) nssunrcs it is rvcll knorvrr in (lhina but
austonlcrs, in lict, are rrnaware ol the brlnd.

,
\-l

Preferred Fast Food. 2OO1

226

Chinese-style chicken 0

543 581

3.t0 r.43

Piza

45.14 16.79

24
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Monitor brings to bear
customized knowledge and

rigorous analyic ability to
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helps assure that capabilities

arr built and that our work
results in action and results.
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Mrs- Fields Gookies in Ghina

Though Hong Kong has l3 Mrs. Fields cookie stores, the
company is new to the mainland, having opened its first two
stores in Shanghai in 2003. Paul Y Gao, CFo and master lran-
chisee ol Mrs. Fields China, plans to open three more

Shanghai stores in 2004. The lirst store (in the Lippo Plara) is
100 m', which is enormous compared to the typical l\,lrs. Fields

store. Gao sxplained, "Knowing that it is popular tor Chinese

customers to relax in caf6-style environments, we wanted to

create a large, well-designed seating area to see il customers
would com6 in to drink coffee, which is when we would give

out samplo cookies." The second store (in the Shanghai

Center) is only l0 m'. Except for an umbrella table there is no

seating, yet the store is busy because of its prime location. The

larger store has two ovens and delivers the baked goods lo the
ovenless smaller store. Gao remarked, "We now know that all

stores need ovens-especially for the qood 'fresh baked' smell

that attracts customers. New stores will be medium-sized with
ovens, counters, and small seating areas in selective, high-
income, high-traff ic locations."

ln China, Mrs. Fields targets women aged 20 to 35; to date

roughly 70 percent of customsrs are toreign. The cookie giant

is also tapping into the children's market by dslivsring cookies
with names inscribed on them for children's birthdays, by

catering events at foreign schools, and by donating cookies lor
fundraisinq auctions.

ln Shanghai, irrs. Fields currently sells the same products

as in the United States. With [4rs. Fields approval, it may

regionali2e the menu in the future (the Singapore Mrs. Fields

bakes green tea cookiesl. The Shanghaistores serve a wide
varlety ol cotlee and cold beverages, including American co!
fee, espressos, cappuccinos,lattes, mochas, and iced cappuc-
cinos- Gao remarked that loreigners usually already know
what they want to order when they come in bul Chinesg cus-
tomers, who usually preler less suqary foods than Westerners,
often order brownies-perhaps not realizing that plain cookies
and muffins are less sweet than brownies.

The store experiments with various marketing promotions,

including free nibbler cookies with in-store purchases,

coupons, joint promotion programs with local companies, bas-

ket promotions, corporate sales, and gift items.

Gao listed two main challenges that the company faces in

China: "0nce Mrs. Fields has more China stores, we may

be able to obtain a domestic dough supplier-
right now our dough is imponed so costs

are high. Finding suitable locations lor
stores is also ditlicult. Because we

are the only foreign IINC that

makes fresh cookiss in China

we don't have much com-
petition. This is good and

There ars roughly l,{n Mistor oonut oudots io Japan, more than
1,0m in tho Philippinos, more han 3m in Thailand, and l0 in msinland
China. ThB doughnut chair will ent8r Tsiwan in 0ctober A)04. Mister
Donut, which in Asia h8s bson owood by ths Japansse firm 0uskin Foods

Co., Ltd. for docsdes, oponsd its first outlet in Shanghai io 2000. ThE m8s.
tor tranchises compsny plSns to op8n more stores in other pSrts ol
Shanghaisoon.

Roughly 40 psrcsnt of Mistsr Donuts Shanghai customers are agsd
21 to 25, about 85 percent aro undsr 35. and sround 65 psrcent 8r€

femals. lrany cuEtomers 8re studsnts 8nd financiElly well-otfyoung
adults. Psng Gu0rong, store dsvElopmsnt depanment manaOer ol the
joint venturo Shanghai Msruiin and Duskin Foods Co., Ltd., says, "ln &e
beginning most ol our cuslom€rs w€ro toraig nors-but the p€rcentago

vari€s depending on the storo's locstion. The Huaihai Road storo
recoives many Japanesa customsrs bocausa ti€y are already tamiliar
with Mister oonut and thsr€ 5r0 many Japsness in this ar8a.'

,i'aL

I

bad bad because we
have to educate the

public about fresh

cookies on our

ln Shanghai, Mister 0onut otfers traditional Western-style doughouts
such as honey dipped, old lashioned. chocolate old lashioned, and

French crullers. lt also otfers doughnuts developed for Japanese and

Chanese customers, such aS red bean, curry, and the sesame cruller
slick. Mister Donut developed savory baked goods for the Asian market.
such as its curry afld chicken pies. The company sells specialty cotfees,
soup, ice cream sodas, flavorod icss, and soy milk drinks. To contirm
which products customsrs liks most, ths compEny conducts in-store and
door-to-door surveys.

According to Peng, Mister Donuts main challenges are expensive
resl estate, statl training, the n6ed to cut prices, and the noed to oducat8
customers about its products.

JLrly-A.ugust 2OO4 fHE CHINA EUSltlESS EEylEW

Photograph: Paula M. Miller

Mister Donrrt in Ghina
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Schlotzsky's lnc. in Ghina

Schlouskys 0eli is a msdium-sized
businsss that dstinss itself as a fast, casu.
al, upscale sandwich restaurant that
serves made-to-order hot sandwichss on

specislty bre.ds, sourdou0h crust pizza,

soups. and salads. The first Schlotzsky's

oeliin China opensd in Beijing in 1998.

over the last few years, livs have opened

in Beiiing (all were kanchisos), though
three closed mostly bocause of poor loca-
tion. Ths larger of the two remaining
restaurants in Beiiing receives the most

customers and occupies 6 whopping 235

m'j the smaller deli is l ml. A new 200 m'
rsstauranl will opsn in Shanqhai at the end

of 2m4. Bscause the deli rarely advertises,
it relios primarily on word ol mouth and
must be located near business csnters
with ample foreigners, offics workers, and
young peoplo.

Morras Sun, generalmanager ot
Schlousky's Deli China. estimates that 60
perconl of its customers are foreignors

and 40 perceot are Chinese, though many

of the ChinBse customers accompany lor-
eigners. -over time, we've seen an

incr8asingly highor p8rcsntago ot Chinese

customers. but chsnge is slow" Sun said.

Schlotzsky's Deli targsts hi0h-snd con-
sumers-sspecislly young, whit8-collar
women. Sandwiches sellwell among for-
eiqners, while Chinese customers tand to
order pizza. Generally spesking. womon
prefer salads. Sun continued, "Schlousky!
emphEsizes high-quality lood 8nd is one of
the very lew sandwich .sstaurants in

China that otfsrs hot sandwiches.-
Accordiog to Sun, one ol Schlouskys

biggest challeng6s will be to lowor lood
costs-which ars high becauss almost
eveMhing is importsd into China-so it
c8n lower pricgs.

Schlotzskyl Delialso delivers and

csters-it has oven catered events in
Beiiingb Pelacs Museum and atthe Grest
Wall.

Fast forvva rd
'l'hough cvcn QSRs with c;rrcful marketing

strrtegics will undoubtedly continue to facc
pnrblcnrs in Ohina, thcir futurc looks bright.
Attt'r all, a country's llst food industrl,frr-quent
lv ttrows together with its cconomy, and Ohina's

Q\lt rtcnc u rll likcly ih.rrge ,rhcacl .rr its r ir izcns
bcconre rvcalthier.

AnJ willl l iorc l ltc ( :hitrc\(' reEUlJlorv ( llvi-
ronnrcnt will bccolr'rc rnorc conducivc Io fran-
chising by lirreign .onrpanies. Untlt'r (.hina's
\\trrld'liatle Organiz.rtion conrmitmcnts, all
franchising rcstrictions arc to be lifted by
Dccenrlrer I I, 200,1; (,hina's Rcgulations on
1,'lnnilSem!'nl of Foreign lnvestnrcnt in the
(lonrnrcrcial Scctor, which took el1ect lunc l,
gr'.rnt grcatcr rlistrilruti(,n righl\ l)v r(n)ovt g
gcographical rcstrictions and lolvering rcgistcrcd
capit.rl arr.l inrt'strrr qrralilicatirrn rcquirenlL'nl\.
(irmnrerciirl franchising rcgulations that clarify
lcElal structures are expected by thc eud of thc
year. Llltinr;rtcly the regulations shotrld rccluce
legal risks and opcrating costs.

Flven as Chinesc consunrers lrecontc more
hcallh conscious and wat.h thcir diets cnrcfully,
US-based QSlts should he lairly u,cll preparr:d to
irdnpl k) consumcr dcln:rnds-having alrcadv
cxpericnccd prressure to offer healthier lixrtis in
the L,nitcd Stntes. Foreign QSRs nray havc anolh-
er advantage irr (ihinn: Duritrg tltc 2003 dnd
2004 SAITS outbrcaks, mnny (lhincse cusk)nrcrs
prcferred to cnt at Wcstern QSRS, belicving thnt
lhcs( re\tJurnnt\ rnai lirincd uror( s.roil.lry ({rn-
rlitiorrs tlrln thc average Ohincse rcstaurant.

But no nrattcr whirl advantagcs lirreign QSRs
nray h:rvt'toLlay, their success will clepcnrl on
hou'rvell thev serve a malrket lhnl could soon
dwarf thirt of irnv other nntion. i,

Consideration
Guanozhou
Timss Selectsd

G ood taste 234 264 535 299 62.0

Cleanhness 45.7 184 373 223 463

Close locatron r78 r65 202 4ts

Convenient & quick

Good services

38 l 140 284 159

61 r5.0 r05

101

293

Beasonable price

Specral display in restaurant

46 63 128 2t 0

35 8.6 46 54

Special activities (e q., birthday party) 21 52 4.3 17 3.5

2A Jnly-August 2OO4 fHE CHINA BUSIIIESS EEVIEW

0.40ther 12 2.5 12 2.4

Notes: lVultipl€-choice qu€stions;tolals exceod 100 percsnt Beiiing survey N = 407;Guangzhou survsy N - 433; Shanghai survey N = 482
Soutce: lMl Consuner Behaviors and Lit'e Panerns yearbool- 2002 Zni

China nrust communicate clearly arrd frequently
with corp<Trate HQs to avoid !nisunderstandings
and unrealistic expcctations at HQ.

crpenscs involverl in inrprrrting clailv pror.l-

Lrats nevcr nrind invcslnrcnts in a()[l st()rirgc
trucks and in rtore frcczcrs.

/ Communicat ion between corporate
J headquartcrs and franchiscs

ll(\.llr\( r,,l .rll i0reigrr f.r't lirrrl .,r rlr.rnit,s
nraintain ( lhina hcarlquirrtcrs, or cvcn Asia
hcadrluartcrs, opcn a()nlorunicilli()n bctwccn
corprrrnt. IlQs in thc Unitcd Stntcs nnd tlreir
lirnchiscs or chains in (lhina is criticrrl. Il a

comprn,v has no corporntc oranirgcnlcnt ()n Ihe
ground in China, hcrdtlrrlrtcrs nr.ry bc urarvlrc
,,1 (.hro.l'\ r( \t,rur.lnt rc.rlil i... lrl,rnrt,Jrnerrt in

VVhy Chinese Consurners Choose VVestern-Style Fast Food Restaurants, 2OO1

BBiiing
Tim.3 Solcctod %

Shanqhai
Tim6s Solsclsd %

57.5

43.7

141

113

I t.2

330

335

213

9.3

t86

r55

2

21



-l. Glob.lly Conn.ctcd Supply Chtln Solutlons
. Gon3olld.lcd Globrl Butlncrs lnt.llagcnco
. Woddwld. !uppo.t .nd lmpllm.ntrtlon

c.p.blllty
I

I '2-4 I

.sY -t

{'
5
,{
bo
o_

P
fg

iJ'-r24"'2s'N
54', 25'E

1 tl

5Cq o,

Iticrosolt'
MEMBER OF
THE US.CHINA BUSINESS COUNCIL

r-
. l{anufacturlng Solutlons
. Regulatory Compllant Buslness Systemt
. Customer Relatlonshlp Uen.gemont (CRU)

| . Bullt on lcrosoft Tochnologtr

I
t!

t '/-r.<,
ll

!

The most reliable path to ROI
in the Chinese Marketplace
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Scala Business Solutions has been successfully delivering
connected supply chain solutions to global companies in
emerging markets such as China for over 25 years.
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FOCUS:
China's Gonsumer Culture

CHTNA''
DEFINE a

A NEW 
'URVEYMAY HELP

COMPAN ! E'

CAPTURE THE

H EART', MI N D',
AND WALTET' OF

CHINESE YOUTH

Jeff Smith and Jean Wytie

I 
maSine a population roughly the size of the

! 
Netherlands', made up of a generation of only

I children. Add the words "neurly rich,"
"fashion-savvy, " and "young," and you have just
described China's millions of university students.
To tap into this lucrative market, companies must
first discover what these students want and ho\ ,/

they think.
A recent survey conducted by Hill & Knou,/lton

(China) Public Relations Co. Ltd.. in conjunction
with Seyenteen magazine (China) and Sinomonitor

30 July-ALrqust 2OO4 fHE C,llNA gUSlllESS BEVIEW
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Jeff Smlth
is managing director at
Hill & Knowlton (China)

Public Relations Co. Ltd.

in Beijing.

Jean urylie
is business development
director and deputy
regional director of
marketing communications
at Hill & Knowlton in

Sha ngha i.



IN I9]2 CHINA DELIVERED

THE FIRST PANDA BEARS

O I ro rHE u.s A.

COSCO has been providing both efficient and on-time

service since 1961 . Now with more ships and more

direct ports than any other single carrier COSCO has

grown to be one of the largest Ocean Container

Carriers worldwide. Cargo handling capabilities include

20-ft and 40Jt dry containers, refrigerated conlainers,

flat racks, open tops, high cubes and other specialized

equipment. COSCO's E-Commerce, lnfoLink voice

response system and Cargo Tracing System allow you

to track your shipment until it arrives at your destination

o a
THE MOST FAMILIAR FACE IN CONTAINEB SHIPPING.

(0S(0 [orth Arneriro, lnc 100 Lighting Woy, Setoucur, ]lJ 07094 USA

Te[ 800.242-7354 Iox: 201'{22'E92E

lntoLank t.aOO.967.7OOO www,coscon.com
sHtp wtTH coNFtDENCE, SHIP WlrH COSCOEs CE
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China s teens and twenty-some-

things are a powerluldemographic.

The numbers help put their cufient and
potential inf luence into perspective:

a China has roughly 200 million citi-
zens aged !5 to 24. Twenty million
young people enter adolescence each
year, a population thEt is reachinq

sexual maturity tour or live years ear-

lier lhan in the 1970s.

a Young people account for 35.9 per-

cent of China's 2l.g million lnternet

users, logging on an average of eighl
hours per week.

a Compared to 29 percent of people

sged 25 to 39, 36 percent ol l5- to 24-

year-olds "often' sp€nd money on

nonessentisl items.

O ln China, 43.5 percent ot l8- to 24-

year'olds have more than 14 ysars of
education, comparsd to 34.4 percent

of people aged 25 to 39.

a ln China,26.3 percent of l8' to 24-

year-olds have mastered at least one

toreign language, compared to 13.4

percent of people a0ed 25 to 39.

lnternational. set out to uncover students'
clrcirnrs and aspirations, their role models and
preferences, and their deiinition of"cool." l hc
April 2004 "(ihina Cool Hunt" survey,polled
t,200 l8- k) 22-ycir-old students fionr 64 uni-
versitics in lleiiing and Shanghai about tht, rrho,
what, anti why of cool. Half of those survc,vcd
were liom Bc'ijing and half from Shanghai; the
gcndcr split wls irlso 50-50. The surveved stu-
dents nra)ort'd in 97 different subjects-though
F-nglish was the most conrmon-and came from
229 cities in 27 provinces.

Student traits,
beliefs. and role models

l'hc (lhinrr (]lol Hunt survey found somc
cxpcctcd, but also unexpected, views among stu-
clcnts. Whcn asked to dcscribe their personality
traits, survey participants defined themselves as

honcsl, liiendly,,rnd easy-going. Yet Chinesc'
stutlcnts also displayed a remarkable indepen-
dcnt strcnk 26 percent defined themselves as

indivitlualistic and 7(r percent describcd thcnt-
selves ns cntreprencurial. These stuclents also
knorv what thev wirnt-including inde'pelclcncc
within thc u'orkplace. Almost nvo-thirds agreed
lhat, "S(x)ncr or lnter it would be bettcr to work
lirr rnysclf th:rn be ernployed b,v a conrpan)'."

(:hinr's univcrsilv stndcnts arc optintistic, lill
oI conhclcnce in themselves and their judgment,

irnrl bclicve'they can a.hieve their goals. Scvcnt,v-
lrvo pcr(cnl oIthe sur! q, participants-voutlg
mcn anti rvonren scoretl nearlv the sante-arc
ol,tinristic ahout thcir firture. lust over halfof thc
sludcnts survcved agreed lvith the statcncnt, "l
usuully nranagc to get rvhat I want." And acctrrd-
ing k: the survtv results,litudents also d() not scak

guiclarrie they rrc hJpfv to mJke ther. ()wn

decisions rod firllow their own ideas.
Along thcsc'lines, the survey quericd studcnts

on thcir rolc nrodels. Morc than one-third of
rcspondcnts rcport that their parcnts-not
cclehrities, br,rsi nesspeople, or governnrenl lc,ad-

crs-irrc their role models. This is espccinlly truc
tirr young wonren, ofwhonr 4l percent consid-
crcd thcir parents ts role modcls, conrparcd to
l8 perccnl of young nren. But like young peoplc
cvcrywhcrc, (ihinese students do not alrvays lis
tcn to their parents. About 83 perccrrt of thosc
survt'vecl agrccd, "lt's better to lbllow nry owrl
iclcas than to clo exactl,v what my parcnls want
nl( l(' drr. A nrcrc 5 perccnt r.lisagreerJ.

lVhen studc'nts were polled on dating, thc
survcy firund that neilrly 70 percent of thosc
survc,ved clated during high schtxrl or collcgc.
'fhis nrarks quitc a changc tionr onl,v a ferv
tlecadcs ago, rvhcn (lhincsc societl tiou'ned on
d.rting, and even picking one\ orvn milte lvls
unconrmon. Al lhe same time, a full nvo-thirds
rcportcd thirt they would not allolr a relation-
ship lo conrpronrise their studies.

"Cool" defined
ln un unpronrplctl and open-t'ndcd question

on what lrr.rnds slurlcnls visr,as cool, tht'Nike
briDd wirs lhc.lcnr !r'inncr, rniking -10 pcrccnt
of stur.lentr' Iists.

\t1 a clorcr lxrk lt thc studcnts lists of the
top l{) glol)il brlnrls reveals that no sit'rglc'

industry donrinatcs-not lishion, sports, or
technologr'. Ihc list .ovcrs two ithlctic compit-
nics, Nikc and Aclid.rs; lirr.rr tcchnolog)'lirms-
Nlicrosoti, Sanrsung, Nokia, anrl Illl\1; nnd t\11)

Lrshion rIrthing.rrr11 ir.. u.rorv l,r.rnJs.
(lhristian l)ior arrrl Onlv (rr srrbsidiar,v of
Ilestsellcr,{/S). hlst tlvo Asiirn brantls, Sanrsung
lnd Sony, nraclc the list.

lJecause so rrrany of the choscn [Trant] names
wcre nol consuficr products, wc wondered
wh.rt Nikc, M i(r, '\.)lt, .rn(l Noki.r h.rri in conr
mon with lllvlW (i)ca (hrla, ancl lllM, which all
ritnkcd anrr:ng lhc coolcsl brnnds in thc rvorlcl
on thc studcnts'lisls (see p.-14). lo lind out, we
irskr'cl thc students, "ln orrc scntcncc plelse
clcscribr' what you nrran by'cooll" Just undcr
hall ol nralc anri linralc rcspondcnts in both
Ilt'ijing and Shrnghni indi.ntcd thrrt individuali-
tv an(l innolirlion nrakc a conrpanv cool. As
nright bc cx[,cctcd bv studcnts tlcscriptions of
lhcrrrrt'l!e. .r. inrliviriu.rlislir, tl)(\ r((r)gni/e,
itnri boncl rr ith, brands thnt Jrc uniqut'.rnd that
rlrou,an intliviciuirl stvlc. Strrdt-nts sr'ek prod-
ructs that hclp thr'nr stancl lPart fronr thr'crowd.

'lhc rrrrvcv rcstrlt' rrrr..r[..] .r fcrr surfri.e.
.rl)()ul h()\v studcDls lrcrccive (]hinesc trr.rnds.
Iiltv on. pcrc(nt oI rcspondcnts statcd thirt
(lhinl cLrcs not h.rvc rnv cool brancls. Thus, for
nrany rr'sf()nderrt\, Ohinrse contpanics clo not
cvcn rcgistcr on thc global sclle of c<xrl. If the
pcracpti()ns ol thc srrrvcved students are any
glr.rge, "Ohina lnc." has flr to go to dcvelop a

crxrl inuge, rcglrcllcss oI ils inrpressivc [rusiness
suaccsS.

'lhough (lhincsc brands ntay not be cool on
a global sealc, thr'y.lrd not conrplctr'ly orrt of
thc running. Whcn askcd specifically atrout cool
(lhincsc [rrant]s, IIaicr toppcl the list. Who
woultl havc thr)ughl lhal a whitc goocls nranu-
facture'r would bt'tlrc trcndscltr.'r lirr a whole
ncw gcncrntioo of (llrinesc strrtlents? 1-ht, pres-
cncc oIconrputer-nrilkcr l-cnovo (ti)rnrerly
l-cgcncl ) and sports gcir nrikcr Li Ning on stu
tlcnts'lists is pcrhirPs lcss ol a surlrisc. Ilul
lhcrc is a strong poirrt to nrlkc hcrc: llaicr,
l-enovo, anri l-i Ning lll havc clynanric rnd
inspirirt i()nnl lcrdcrs-itnd h:rvc receivecl lo;rds
ol goori publiritv.

lntcrcstingly, lirshion ilcnrs (in thc \\tstcrn
scnsc)diti not scorc pnrticularly high in the cool
st.rkcs-onlr (lhristian I)ior and Onlv matic the
toP 10. \\Ihr:n studcrlts wcrc nskcd k) nantc their
to| tlrrcc lirr'oritc lrshion brantls, Nike rvas tht'
tlc.rr [.rrlt r htrt l ltrcc tcchnoL 'gv contp.rnre.-
Sonv, Nokia, and Slnrsung-also m;rclc the list.

i

Sources: Sinomonitor lnl6rnational, A)04
China Marketjng and Modia Sludy/China
Target Group lndex; aod Xinhua Nows
Agancy
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Li Ning was aguin the only Ohincse brand. The
results dcnronstrate thal a conrpany docs not
havc kr bc a fashion brand per sc to be perccived
as onc. Irr (lhina, firshion is ubout lifi,style, so

any pr<xluct has the ability k) bcconre a fashion
brand.

Though foreign brands scored near the top
in many survcy categories, nrusic is one area
wherc thcy fell short. A\ian, nr)t Wcstern. muri-
cians are vieweti as cool l)y this gcneration. No
international pop stars were anrong sludents'
top l0 tavrrrites. China's Wang l-ci w.s the most
popular singer, with l7 perccnl ofthe votes.
Th,rLrgh langurge nrav pl.ry a laetrrr in rnusic
sclcction. iulturally, Chincse pop rnusic is prc-
ferrecl to Weslern.

Spending pou/er
But thc nrillion-dollar qucstion is: I)o stu-

dents hlvc nronev to burn, or al lcast to spend?
'l he answcr is r resounding yes.

M0rc lhirrr 60 perccnl ol lhc sturlents int(r-
viewecl spcnd more than Y500 ($60.-38) per
month-a huge sunr considcring th0t in 2002,
Beijing's per capita annual incomc wrs Y13,252
($1,600) and Shanghai's was Yl4,-196 ($1,739).

Tcn pcrccr)t of these students spcnd more than
Yl,lXX) (9lll).r month. I-cn)Jlc .l udcntr in
Beijing anti Shanghai have sinrilar disposable
income lcvcls-roughiy Y300 ($36.23) per
month. Ilut thcrc are some exccptions. While
more tllnn three-quirrters of thc nrnlc students
pollcd in Shanghai have more thnn Y500 to
spend |t'r mrrnth, less than half of nrale students
pollcd in llcijing have morc'thdn Y500 to spend
each month.

Studcnts wcre also polled about how thcy
woultl spcnd thcir nroncy if they becinte suc-
ccsslirl cntrepreneurs. Whcn rcspondents werc
:rskcd rvhich brancl ol c.tr they wtulcl buy if thcy
carnecl Yl million (S110,773) per ycar, r.spon-
dcnts mcntioned 75 hrands and nrodels. lnitially
it scemed thirt (icrntnD cars made a clcan
swcep -31 pcrccnt of univcrsity studcnts would
buy a IIMW firllowcd hy a Mercedes-Bcnz, and
tlrcn r Vrlkswugcn. llul ,rn (loser cxJntin.lti(r|] .l

nlore conlplicated trcnd cmerged: Studcnts
chose a range o[ clrs that wcre either backccl lry
irrntp.rnics with \tr(, F ((,tp(,rale r(fulJlions or
thJt llr,sresj J (li\lrn(l \lvlc. \uch a\ l-crrJri.

Translating cool into prof its
Ii)diry's studrnls pcrecive brancls antl eonrpa-

nics in l sinrillr wirv. llrand names anrl iorpo-
r.ltc rel)Lltirti{)n (N'crlJl). (.()nl,n()n lhcmcr' thrt
lhc l()p-ritcd glob.rl crx,l brancl Nike anrl thc
l()p rat!'d Chincsc.(xrl hrand Hlie'r slrlrc.rrt'
individualisrl and irspirrtion. Nikc synrbolizcs
cnrl)owcrl]renl lrccirusc il cncourirgcs intlivirlrrals
to bclicve in thcnrsclvcs lnd that tlrcv a.tn 'illst
Ll,r rt, uhilc H.li(r'. ( l( ) is.r ihari.rrr.rlir,
inspirirrg figurc t ho lc.rtls [l crantl,lc .rncl
\t.lnJ\ (,llt lii,rrr thc ir,rrrtl. l',rsrc:.rrrg.r rrrrrrlrrt
pr(xlucl m.l) llivc slrrr.lcnts l sc'nse ol enrporvcr-
nrcnt. So li)r conrpnrrics to bLrild strong, con
surncr brands in ( lh in.r, .rnrl to reach ( .li inx s

voulh, thr'y n)ust lrlsrr [ruild stronq corforlrtc
rcptltJlions. (irrfor.rlirrns sccking kr suceccd
with this grotrp ol (.hintsc consunrcrs, thcrr,
nlu5t riork to cnrl)()(lv.rnd project nn intlgc ol'
in r.liv irlr r a lis nr, cntrePr.ncurshi|, and (nrp()wcr
DtL't)1,

China Cool Hunt Survey Ouestions

Vvhat Are the Coolest
Three Brands in the World?

Pleage Name Your
Top Three Fashion Brands

\A/hat Are the
Coolest Brands in China ?

Company/Brand

Nike 31.7

18.7Sony

Adidas

8t\4W

l\,4rcrosott 123 59

Boiiing Porcsnl Shrn0hsi Percenl
of Votos ol Votes

Company/8rand

N ike
299

Adrdas
13.I

Sony

25.2

12.6

9.2

Company/Brand

Haier

Lenovo 11.1

18.6

10.8

12.2

Samsung

FBrrari

Christisn Dior

0nly 3.0

I t.5

9.4
0nly 7.S

LiNinq

TCt-

r6.r

6.2

Elle 53

Nokia

l-i Ning

Samsunq 3.9

Christian Dior 3.7

Noles: Universfy students poll8d=],2t0; Boiiinq=600; Shanghar=600
Sourcei China Cool Huat survey. Apnl2004i adminislered by Hill& Knowlton (China) Public
Bslations Co Ltd., Seyorleen maqarine lChina), and Sinomonitor Intsrnational

4.3
Coca-Cola

IBM

Nolia 8.4

6.0

3.4

8.7

6.0

4.2

r.6

5.4
4.2

3.1
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Lucent Technologres rs the global leader rn deploying

3G CDMA networks and our R&D engine, Bell Labs,

was Instrumenlal rn developing the underlyrng
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PAUTA M. MITTER IKEA (iroup,:r fianchiscc of Inter lKllA
Svstcrrrr B\', cnt(red ChinJ in l99lt rvh.n il
oPcned its lirst storc in Shirnghai. lKlAs main-
Iitnd China storcs bekrng to tlre IKIiA (iroup
lntl operatc as joint venturcs. (lKLlA l-long Korrg
ancl IKEA laiwan art, seplrate firnchisccs.)

A nerv, rcdesigncd Shanghai storc opened in
2003, replacing the r)rigiodl outlet. At.ll,000 m',
thc lw,r.st,rrv Prrxi Jistrirt (,utlet rs li'ur timc\
larger than thr'lirst slorc xnd is norv IKEAs sec-

ond-largesl in Asi;r, afier thc, one in Kulla
Lunrpur, Malaysia. Shanghli's new lKllA, which
.rllrn(ted r()ughlv 80.000 vi\itors ('n its,rpcning
dly, offers morc than 7,000 products lntl fea-
Iurcs a 170 m children's playground and a 500
sctt restarrritnt,

IKEA opencd irs lirst lleijing storc irr early
1999. A sec(,nd tleijing store is currcntll,under
construction in the citl's northern (ihaovang

distlict, and thc conrpany plans to entcr
Shcnzhen alicr 2005. IKIA expects to havc l0
largc stores up and runninS in China by 2010.

Important to this physical expirnsion, of
(,)urse, i\ rcv.r)rr( cxp.rnrion. Alier lorvcring

Who shops at IKEA?
Ulf Snrcdbcrg, nrarkcting rnanrg!'r oI IKEA

(lhina, dcscribcd IKliAs mission rs "to provide
\n).rrt \()lulit,ns for hrrrrrcs hv irrrPlenrc'ntinB
three critcria: good design, functionalitl,, anci

low pricc." But, he cxplained, "Whcn IKEA lirst
entered (lhina, the stort'was consitlt'red too
t'xpensivc for ils tarqct consunrt'r's-young, pro-
lcssionll couples-and the conrpany lowered its

PAU I.A M. MILtt R

is assistant editor of
the CBR

ROFILE

-I
IilJ. (.

L- r,-. I, II

I L I

I I I

I
or a truly gtobal experience, try atepping off the streets of
Shanghai into one of IKEA's largeat outleta. Though the first item
you see may have been made in China, it ura8 more likely made in
Vietnam, or if it ie a piece of furniture, in Europe.
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prices ncarlv l0 percent, IKEA's (lhinl salcs rose
t.-, per(crr ir) l00.l.5.rlcr tlerc up Jl) pcr((nt in
the 6rst llrrcc nronths of 1004 irkrnc.

ln tiscnl ),ear 2003, l)R(l factories produccd
rrcarl,v a quartcr of IKIAs goods; thc companl'
aims to prorlucc rnorc lh.rn a third of its goods
Iocally in the' next four yrirs. In cnrly 1004,66
percent ol- thc conrpany's nrerchlntiisc was pro-
ducecl in Ilurope, -11 pcr.cnt in Asia (nlainlv
Yietnant ), .rnd 3 perccnt itr th(' L]nilcd Statcs. In
(lhina, IXI:,,\ currcntly uscs.l6l supplir'rs and
employs scvcral huntlretl lhousanci cmployccs,
directl,v a nd indirectlv.



Adapting products and services
IKIIA otttrs the sanrc product rangc in all cottn-

tri.s-tl,(Xx) to 10,0(X) produ.ts dePendin!ion the storrJs

size. llut the tompatrv ad.tPts the lavout of lhc slorc'
prcscntdtion of thc goods, hontc stllutirrns olli'rcti, antl

prices according to nNlionirl economic and cultttral con-
clitions. ln China, thc store llyouts rcflc'ct thc layout of
rnanv (ihincsc apartulrnts, irnd since mirr)'(llrincsc
rpnrtnrcnts hiye b.tl.onics, lhc sk)res even includt I birl

aonv \cclion.
Snrcrlhcrtt, rvho has rvorkt'tl lirr IKFIA lirr nitrc 1clrs,

says thill (lhinesc tcnrl to spcnd nlost on thcir Iivin!i
roonrs, which he ternrs thc helrt of thc hontc whcrc
nrany pcople"show olF" ancl cntcrtain. Mlny (ilrinesc'

living rooms contain a dinirrgl t.rtrle as well, so dining
roonr purahilses arc nlso contnron. Bccatrsr: (ihincsc

kitchcns arc gcnerlllv snrall, cuslonlers spt'nd ltss on

Ihcnr. i\l one tinre. bcdroonr turniturc and clccorations

wcrc the lcnst populdr purclrlses in China, perhaps

bccnLlse thc roonr is (hc nrost Private nnd thrls lcilst visi_

trle placc in thc homt'. llul IKLA has rcccntly witrtessed

rn r'nornlous increasc in bcclroonl salcs-csPcciallv in

ShalS,hni. Nc\t ]'crr, the .onrpanl' plans k) launch n

gkrbal crnrpaign thal t.rrgcls lhe coolPlctc bcdroonr.
"ln tcrnrs ofhousing, thc iverdtle squnrc rrrctcrs Per

person io (ihina hus bccn incrcirsing considcrabl,v Until
rcccrllly, npnrtnlents avcragcd 40 rn'; nttw Bcijing and

Shnnghai ipartments rvcrilSe tlO nl'.'l his nlcnlls sevcral

things: (ihincse resiclenls nccti nrore furtrishings lnd,
lrecausc consumers lrt bttying ntrrr: gadgt'ts, lho' rreecl

m()rr'5loragc conliritlers nod ficilities. It also nlcitns
IKI-A rrcetis to keep ils hornr-lifi study uP-to'dalc
hccausc clrange happcns so f;rst," says Smcdbcrg.

IKFiA lltcrs products lo suit thr- needs of(llrincse
ionrurrrcr.. '\\ hen lKFA tirst I'eBan oPcrati,,n. itr
(lhina, it sold Hong Kong-sizccl beds, whi.h nrc shorter
th.rn stnndard-sized beds. lfut rve quicklv rcitlizctl thc

beds rvt'rc kro short lirr nrainlarrd China and switched to

sclling standard bt'ds," Srrcdberg adtls. i\lan-\' countties
retluirc slight product ntodilic.rtions; lirr cxanrplt, con'
sunrcrs in thc Uniterl Statcs gcncrally prefcr litrgcr ite'nls.

IKIIA also had to ildnpt its location nncl do-it yrrttr-

sclf(l)lY)assembly c()n.epl to (lhina. IKUA hds built its
PR(l storcs near public trlnJPortirtion lincs, oltcrs local

hontc Jelrt.'rv lnd l'trr8-'li'tlncc dclirtrv I'I lrl'ri,r L ilics

J
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priccs. 'l he store's prices arc now considered nlid-rirnge

in Shanghai." A typical IKEA customer earns irboul
Y3,.100 ($399) per month-thc national average is

Y1,000 ($ l2l ) andbuys Y-100 (536) of merchandise

per visit.
Most of IKEAs (lhina custonlcrs are 20 k),15 years

old, but the stores nt)w atlr:rct nn increasing number of
curitomers closer to age 45, nrost likely a result o[ the

sk)re's nrirrkct repositioning. Many customcrs arc fanti-
lies with children or are double-inconre, well-edtrcated

couples with no children. lKliAs custonrers are gencrally

better cducated, earn highcr incomes, and travcl more
than thc average Chinese. Ancl, as is true in IKFIA shops

around the world, roughlv 70 percent of IK[:A cus-

tomcrs are women.
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in (lhina firr a fic, nraintrins taxi
lancs. and offers fee-based assenr-
bly services. Smc'clbcrg crplained,
"Usunlly IKEA stor(:s opcn rela-
tivclv fir out in the subrrrbs, hut
rvc knew (lhina had to be difft'r-
ent sincc, lbr exanrplc, only 20
pcrccnt of visitors in Sh.rnghrri
hnvc cars. llut thc storcs llso need
nnrple parkinS so thal pcople can
visit \1,ith their own cnrs in the
futurc. Thc Shanghai storc has
alrnost I,000 parkirrg places."
Snrcdberg also conrnrcntcd that
lK|As DIY products nr('npprcci-
atc'd in the West, brcausc ctrs-
lonrt'rs know thev save ntoncy by
assernbling protlucts lhcmsclves
and bccausc manv cu:il()nrcrs
actuallv enjol :rsscnrbling the tur,
niturc. llut in China, rvhcre'llbor
is chcap, thc DIY notion hits not takcn holtl, so (lhincsc
auslonrcrs use IK[:As asscrrtbly services ntorc lhan etrs-
k)nrcrs in other counlrias.

Research, education, and
marketing

'li) l)ctler undcrslirn(l pcoplc\ lifestvlcs and thcir
honre nspirations irnr.l liustrations, IKIIA conclucts hornc
visils, strrvc,ys, and lircus gnrLrps.'fhc corrrpirnv irlro con
(hrcts irn nnnual",\,lrrkct ().lPital" tri.kinti stu(lv i c.ch
contincnt. The studY i5k\.usk)nrt'rs in lhc sk)rcs nnd in
thc surnrundilg lrcas about IKEAi Protltrcl rlngc and
pricc itnd servicc lcvclr. II .rlvr providcs hclPiul inlirrrna,
tion on IKEAs titrgct a(rnsuntcr groups.

'lir hclp Chinese custonrcrs undcrstand thc IKEA
aorracpl, lhe compdDy posls in-store instrr.rctions anrl
dc'sign .rdvice, publishcs trrothures and .illdlogucs, and
ol)crnics.r dctailc(i hctrsitc. frrr exanrplc, onc in-store
sign portravs an oldcr couplc whosc child just ruoved
n!\,n\'lronr honrc to iltcn,.l college. Th!'aouplc disaur,scs
how IKI:A helpt'd thcnr to convert the'ir sorr'r lbrnrc'r
bcdroont into i n!'w roont [i)r their trse.'lhc skrrc s

roorn scttings rre [ull ol firrnislrins ilnd tlccor iclcas.
'l hc IKIA cataloguc, rvhich is distributcd in lhc storc
tnd through thc, nrail, is IKllr\'s nrain pr()n)oliolnl lool.
IK|-A also producr.'s hritl lV spots thnl show living
artls bclirre and alicr Ih!-As magic torrch.

(.harlcs Sampson, (.1-O of Saatchi & Sa.rtchi (lhina,
thc ldvcrtisinSl 6rrrr thnl .rcntcs IKIiAs print lds in
( )hirra, cxplainecl, "Milny (lhincsc consuntcrs firllow ln
'all or nothing apprr)nch lo intcrior dcsigtr. ll-thcv wanl
to rcticsign their liling loonr thel,r,ill t'ithcr cornplctel,v
rcdo ev.rlthirrg or do nolhing. IKEA rvanlcci lrr convey
thnt chJngc can hc casy,.rn,.l that it is oklv to nr.rkc
snrall changcs, stcp-l)y stcp." Snatchi & Saatchi .s "snrall
changcs, a refreshing nov liliJ'irdvcrtiscnrcrrls hclp to
convcy this nressagc. ()nc ildvcrtisentcnt shrrws an old
nran sitting on his balcony in his shorts irntl unclcrshir.t,
rvhilc holding a bird c.rgc.rnd whistling to his bird.'lhe
tr.rlcony kxrks likc.r t)1lianl .enreDt and-tilc tralconv in

(lhina with plants, tlrying laun-
dry, xnd r newspnp('r. Ilut thc
rrtan is sitting in ir rcd, nrodcrn,
upho|itcrcd IKEA clr.rir-onc
lhnl is aurrently on salc.

Trials and tribulations
Accorcli|rg to Srrreclbc|g, IKEA

litces thrce ntain chirllcrrgcs in
( lhinr: pricing, high dulv rnt!'s,
lnd the l)RC burrirrr.r.tr!. It h:rs

becn ditlicult li)r thc.ontp.inv to
scl price\ lt n lcvcl thut is gooci
for troth cuskrnrcrs.rnd tht, com-
parry. IKIiA has [>cen hit witlr
hrrvy irnport lilxcs in (:lrinn,
lhough thc conrl,anl .rims lo relo
crta froduation ()l nr.rnr ilr'nts to
(.hin.r t() solyc rhis prohlcnr.'lhc
(ountrt' nlrcid)' suppli(s gltss,

tinrbcr, tcrtilcs, hartlwarc, plxsti(, and tlltrr()st .lnylhing
clsc thc sk)rc oeeds. IKUA litccs strict ql(rtns tnd hits
dillicLrltics inrporting fo<xl to its Srvcdish rcstrurant.
'lhc coo:panv now hirs a lixrd-intPort agcnl lhnt h.lndles
all rclatcrl issues, including Iahcling.

IKIIA's Chintr rlistritrrrtion .enter is in Sh.rngh.ri. Next
\'(nr,.l new distrihution ccntcr rvill opr'n in Shaoghai
thirr will disrributc to (ihina and lapan.

What about IKEA's cornpetition in (lhinl? LlK,based
l]&Q, lhe l.rrgest l)lY rctailcr in f-uropc arrtl thc rhirtl-
largcst in rvorltl, has scvcritl storcs in China. llut IKFIA's
biggcst rvorrics Dr.rv br tlrc mnny internilti()nitl and
(lhincsc clrains and cornp.lnic:\ that coutrtcrli'it IKLA
Prorlucts. Srredbcrg rcnrarkcci, "'lhe nlorc populnr IKEA
lrccr:nrcs, thc nrorc contpctiti()n we havc. ()l cotrrsc
hcaltlry corrrpetitirrn is good it makes horrc lurnish-
ilrgs nure popular. l t it's b:rd th:rt incrc.lsingly nrore
a()nrpanics copv our pro(iucts." He bclicvcs nt()rc pr()d-
ucts arc copied nolr'lrecausc rnorc IKEA froduats.rrc
nr.trlc in (lhinir, irnd sonrc ol their supplicrs also suppl,v
othcr lirniture ancl honrc dcsign conrptnies. IKllAs
onlir)c cntalogue.llso rnnk.s p()ducts.nsy to virw tnd
copy. Srlrcdbcrg continucd, "Sonre furniturc storcs keep
lKl'iA catllogues in thcir slorr irnd tcll cusk)nrers thilt
thcv cin rcproducc thc lirnilur.'al n lowcr l)ricc. Stores
trv lo.{)py the IKI--A couccpt rrnd prodtrcts, slightlv
changc thc nanrc, slightlv krwcr the Pricc, and sudderrly,
hornc fLrnishing storcs in (lhinir arc bluc anri ycllow as
rr,cll. llut if rve spent thc tinle, Dtoney, nn(i .n.rgy
rcquirctl to chasc copycats therc woulcl be no tinte to
lircus ol anvtlring clsr. We nccd to focus on othcr
n\Pc.ls of IKEA."
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IKI'.A's (ihina salc$ sccnr.crtnin to Mont. trur lirr die,
h.trd IKF-A tirns, thcrc is batl news and goocl novs about
thc,r)ultiniltional corp()tiltion's current (lhirra oPera-
lions.'lhc bad news is thnt shoppcrs will not flncl IKEAs
tlrnous Srvedish cinn.nlon ()lls in arry of the Ohinn
storcs. lhr. good nc'rvs: l'he rolls are schedulcrl kr arrive
shorth'. n

I

:\
7

\.

-
: z

I'



+

OL you can go with us.

wondering where your products are? Witt they be detivered on time and in good condition?

With Maersk Sealand, nothinB is left to chance-

MAERSK SEALI\Ntr
maersksealand.com

PLI

D

o t

t), ,/

t



)
TRADE

l.rlrr,.rrtl ( I l'r:sst'r
is director, Progressive Policv
lnstitute Project on Trade and
Global lvlarkets in Washington, DC

This article is adapted from a

research paper published by the
Progressive Policy lnstitute in

May 2004.

-..*....

I

ff .* topics received more attention in Washington,r
f 

Oa, in early spring 2OO4 than Chrna. Last u/inter,

-I- the Bush Administration's Commerce and Treasury
secretaries made pilgrimages to Beijing to deposit long lists
of appeals, petitions, and protests. China is charged rnrith
delinquency rn its World Trade Organization (WTO)
commitments; the Bush Administration is charged with
rareakness in enforcing them. And lawsuits were flying: the
AFL-CIO filed a case agalnst Chinese labor abuses \ /ith the
US Trade Representative (USTR) in lVarch, and a group of
manufacturers is said to have prepared one against
Chinese currency policy. Rejecting both, the USTR itself has
protested chinese computer chip taxes at the wTo.

Eclward Gresser
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China Trade, Asian Investrrrent, and a Nernr

Cornpetitive Challenge

'fhc shcer nunrber ol .onrplxints is slrikinS. llut
cqu.rlly striking is thc fitcl thrt fcrv of thenr arc ncw.

China's hbor record hits not notlbly itnprovctl in
rcccnt yerrs but ncilhcr h.ts it dcteriorated.
(lhina's curtency rales hitvc'not changed sincc 199'1.

Anci rvhilc China's impltntcntltiott of W'11) conl-
nritnrcnls hils gaps, rvith chips a high-prrttile dis-

put('rnd intelle.tu.rl prol,crl,v riBhts Pcrhaps cvr'tt

nrorc so, thc (lhinesc ccononty is more opcn thln
cvcr be'lirre and sucking in inrPorts at an c\tri!ordi-
nnry Pi.e.

wirh littlc atteDtion in thr Unitr'd Stntcs, thc

t\r'cnl)-lirst.enturv lras brrrtrBht raPid ilrtc8r.ltir)n ol'

thc Asiln ccoltonrv and lhe cnrergcnct'ol rnh.tl cirn

hc tcrnrcd an inlirrrrral'Asi.rrr LTnion." For lhr: lirst

tirrc, ()hinas manpower itnd low costs tre united
witlr thc money:rncl technology of Iapan, Sorrth

Korcr,'lriwan, llong Kong, anti Singaporc. Olrina\
emcrgcncc as Amcricl s nrosl visible source ol goods

thus rcllccts .r stru.lural .hnnlic in tht'Asian ccono

nrv nrorc Ihan it rdl!'clr' Il.rv (lhinese tridc or lnbor
policics. Ihis clevclopntent otlcrs t'conomic .rnd

sccurity oPportunitie's, carrics with it Potcnti.ll
sourccs of risk ancl finarrcill instability, lntl also

nrclns a powc'rlil nerv conrpetitivr' challengt.

l)cnrrgraphic rcalitics rrle.tn thilt Asi.l's nc$'
(onrlctitive rdvantlgcs arc utrlikely to last lirrcver'
llut in lhe ncxt decade,\nrcricln [rusiness, lll:or'
and govcrnnrent rrr.t,v lind themselvcs lditrsting, to

a nruch nrore challenginS cnvironmcol.

Econornic integration
()ne nright begin *'ith a sing,le iact: lrsl lcar

lnfnn cxp()rted mor. to (;rcntcr (-hina" lhiln to

th.' Llnitecl States. lapancsc lirnts sent.ilrs,.onl
putcr chil,s, teltvisions, atrd othcr goods wolth
1,1.7 trillion ycn west 1o trainllnd China, llong
Kong, and-laiwan in 200-i; and only l-1.6 trillion
vcn rvorll't of goods t'asl to Anrcrica.

Setting aside thc \\i)rld \\:nr ll vears ils ilnonla-
loLrs, onr nrusl go back lrr lttTl to find l t)xrlcsc
\trlisticiirns recording.l.-1 ntillion ven rvorth ol'

cxports to China ancl 4.2 tnillion to tlrc Llnite(l

Starcs. lly 1874, the Uniterl States had prsst'cl tlhina
lo bt.conlt Inpan's !11lior cxPorl nrarket ancl riitl
not lriil rglin in fencclinlc li)r l-30,veirrs.

'lrcnds lre similar in South Korea, litilvnn'
tkrng Kong, and nluch ol Southcilst Asia, wilh
(lhina first pirssing laParr rnd norv aprptolching thc

United St.itcs ns Asia's nlilin (xPort nlarkct l hcir

expcricn.c, likc thal of laprn, rcllccts ir series of
AsiLr-Pacillc milestones p.tssccl in the 1990s. Son'lc

got little ilttcntion in Atncrica, btlt together thcy
leave (lhinl nrorc secure and n)orc integratcd ink)
the Pacitic c'conomv thnn al inv linre since thc

cdrl)' ltt(X)s;

O In 1991, (lhina norrnalizc<l diPlonratic relatiorrs

rvith South Koreit. Sincc thcn, tlre rvcirlthy Solrth

Korean cconomy has been rapidly nrerging with
the North (lhina iltdustrial complc'x around llcijing
and l'ianiin.
a ltr 1997, pursuilnt to thc Sitro-British lcase agrcc'

mcnt of lllgtl, Hong Kong retrrrned to C-hinesc

sovcrcignt)'; srndller I! rclo lirllorvcd in 1999. tl()ng
Kont! invr'slmcnt in China has hrxrnred tirr a dcc.tclc

and will ltcontc even llrgcr ls thc nlainlancl gov-

ernnr.\rt rnd lfung Kotrg iml,lcrllcnt the Closer

Econonric l)nrtrcrshiP ArrrDgcnlcnl.
O lJctrvecrr 1996 and 1001,laiwin Eovernnlcnts
rehxd post rc,'olutionarv bans on nrainland
investmcnt, [rringing Tairvan nranuf acturt'rs lnd
high tech lirnrs to Slranghai, l:r.rjirn, and othcr sitcs

arorrntl (lhina.
a And in 2(X)l, China joinctl lheW'lO.To l,rcviotrs
openirllls k) investment ancl tradc, tlris addctl 6narr-

cial scrvices, telcconr and distritrution liberaliz.tlion,
intellcctual propertv hr'' rt'firrnr, tr.rding rights,.rnd

at ledst lcgnl Suirantecs Bain:'t e\trnction oflc.h-
nology liom inveskrrs.

Table 1 :

Foreign Direct lnvestment in China, 2OOO and 2OO2

l{0. ot l{ow Proiecls Annoal FDI Flow3 {t billionl

Sorrce 2000

Total 2.m
Hon !t Kolq 7,100

oflshore lslands' 1,500

L.J nrled Stares 2 600

South Korea 2,600

Japaf 1.600

Taiwa n 3,r00

2002

2m

r0.800

2,700

3.400

4,000

2,750

4,900

20m

40.s

16.2

4.4

4.4.*

n

20(p

521

17.8

8.2

5.4

2.1

4.2

4.0

Europo 1,100 1,500

ASEAN I,(m 1,7M

S"*""-"r"gr*a-" P"il"y lra,*lalPPll
'Tax havens such as th€ Virgin lslsnds, Samoa, 6od tho Eah,mas

2.4

4.1

2.8

3t
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Table 2:
American lmports f rom China, 1999-2OO3

'lhc consequencc is ir rvavc of investnrcnl in
thc ntrinhnd. Anrr,rican ticbltc has foctrscd
irrtcnllv r'n thc (,ut\(,rrr(irrE dl Ant( ri(. ) \.rD1
panir:s. llut most in\.cstn)cnt in China cornes
lionr Asi:r's five rich ceonontits: lapan, South
Korca, laiwan, Hong Kong, rrnrl Singaporc. l'his
invcstrrrcnt is blurrirrg r\silr's cconomic I)()r(iers,
uniting the linanciirl anrl tcchnologicirl lrowcr rrl
hptn rncl thc ex-tigers rvith (lhina's lorv crrsts
nDd !'nsl l.lnpor{ cr rcscrvos.

'lhis is a hcalthy ancl long-clelaved shili. In
rclr(,$pcal, Asian ecorronric intcgralion shorrkl
have hrppencd after \{orltl Wir ll. Bul in rhr
ycxrs whcD fluropc hcgln its long and slorv
uniorr, the (lhincsc rt'volrrtion and the Korcnrl
Wnr prcvcnted a similar o,olution in Asia.'lhc
crrrlution is non', horvcvcr, [rrocc.'ditrg lt
cxlraordinnry spccd. ()nc.itn think of llre resolt
as rn inlirlnral Asian LJnioo-an integriltcd
econonry rorrghly the sanrc size as its $ll tril-
lion I-)uropcan countcrpxrt, though rvithout its
elaboratc lcgal Iranrervrrrk and policy c(x)rdin.l,
tion .lrnoDg g()\'ernlncnts.

Table 3:
American lmports from East Asia,
2OOO-O3 ($ billion)

Asian inv€!stment trends

Product lSS9

I"t"t (by ralue) lS, tllliott

Electric toothbrushes 767,000

Child satety sssts lor sutos 131,0m

Porfume 22,000 kg

Wooden bods 584,m0

Television sets 3.6 million

2003

3152 hillion
G.owrh lggg-axB

ct!l.

7,380%

2,850%

Shoes

Dolls

Source: PPt

1.64 million pairs

454 million

890%

650%

4t!%

3l%

r%

55.8 million

3,8r3,m0

1.97 million kg

3.2 mlllion

13.3 million

1.25 million poirs

460 million

Sourca

E..t A.i.

l\4rt.lr"d Chil.

W6Elthy Asia

Japan

South Korea

T*r*
Singspore

H*g ltu"o

OthE' ASEAN

S"r"r, PPI

2000

$348

sl00

s258

st 47

s40

s41

$r9

sr2

st9

Char!.
2003 20qHB

$35? .$,
$152 +$52

$211 -$47

s1r8 -$29

$32 -$9

s15 -$4

$9 -S3

s67 .S2
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Since rhc I rc t990s, (lhion has received $40
billion t,r 95tt hillirrn a yerr in rlirct r invesr-
ment: flctories, rcsearch stalions, sales offices,
and so on. It('hrccn 2000 and.20t).2 (completc
2003 stiltislics arc not yct availablt), lilreign
firms opcncd Itl,000 new projccts in China.
1'he Ohinese govcrnment charil.terizcs about
three-tlrrartcrs rrI thrn) Js nrillulJ(turing
facilit ies.

In othcr words, firreign lirnrs sct up roughl),
60,0{)0 nerv plints on the ntainland in the 6rsl
three vcars ol the tucrlty-6rst ccntrrr,y. This may
overslntc lhc lotal to some cxtent. as definitions
of "mrnrrlircturinli" and "forcign,investcd facili-
ty" can bc blurry. llut noneth('lcss thc total is

verv high. For contcxt, the totutl nunrt)er of miln-
ufactrrring lrlants in the United Statcs is about
,150.000.

Sonrc invcstors are Antericans, arlding
Chint'sc Plants to existing Antcri.nn and intcr-
national llcilitics or moving lo Ohinir altogeth-
cr. But as'lablc I shows, Anterican investm€nt
is only a srrrall liaction, antl mavbc not a
gro$ing ()nc, ol total investnrcnt irr rnainland
China.

So cxclutling thosc hnanccd lir)tu offshore
isl.rnds, alhrrt til) pcrcenl of thc ncw prr,recls drc
Asian rathcr thin wcstern.'l hc ictual ratio is
probably closcr to {'l5 perccnt, since nrost off-
shore island proic(ts rre thought to involve
'liriwan firnrs irvoiding Tiripci govcrnmt'rrt scruti,
ny and mainlantl (ihinese firms hoping to get
inicntrvt r rrr<.url trr lrrrcign inrcrtors.

Whv arc they coming? For orc thing,
Ohina's govcrnnrcnt trics enthusinstically to
Irrrc th.,nr. I)i:,(rirrrin,ttory litti(\ r,D li,r('i!ln-
made goods as opposed to loc.llly produced
counterparts ilrc an exantplt'.'lhc llush
Administr.ition's re.ent filing ol .r W'IO case
ovcr sen)icondu(tor taxalion highlights ln
espccirlly,rl)ic(lion.lhlc casc. ()lhcr irr(cnlives
range tioor lilx rcbates f<rr cxporlcrs to the
wine-anci'ciinc scssions comnlr)n r,r,orldwide.
Rut the rt.rlitics rrfgc(,polili(\. (((,non)i( (om-
parative adv,rntirgcs, and dt'mograPhy mean
that inveslntent promotion policics simplv
J((ent i Ihcn(,rrl(non th.lt wrrultl h.rppen in
any casc. lir list thcsc realitic's brir'fly:
O China's ccononry has opcncd up through
tlomt'stir rclirrrrr Jnd Wl() ntcn)hcrshif.
O China's diplonratic situntion has inrpnrved,
through stablt'rclations with Jirparr. pc'ace with
South Korct, lnd rcnewed sovcreignty o\,er
Hong kong.
O China has ln alnrost uniquc'conthination of
big-country, poor-ct)untry, rich-.ountry, and
rcgi(lnirl-a()urtrv id\ anlages ti)r Ast.ln Investor\:
hundreds of nrillions of workers at rr'lirtivcly
(though not spectacularlv) low wagcs, high litt'r-
acy ralcs, good inlrastructurt', and cultural conr-
patibility with its neighbors.
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Table 4:
US Exports to Mainland China 1999-2OO3

China as exporter
'Ihe conscqucnccs are big enough to nurnb.

Most visible in thc United Sl,ltcs are intports
fronr (ihina. As lapanesc', Sorrth Korcnn, Taiwan.
and olher planls sli.trt produrtion, "(ihincse"
cxports to the Uritcd Statcs h(x)ft. Iletwccn
2000 and 2003, such cxports rose from $100 bil-
lion to $ 152 billion and rccorrntcd for all of
Americl's net iDllx)rt gn)wth.

lVith most ol these inrports still concentratcd
in ar)Ilstlnrer gixrd.. lhe Ih('rt()nr(.n()n i\ cven
nrore visible and hrs a ntorc powerful psycho-
Lrgical inrpact llran the numbcrs alonc'would
su8llcst. Ilut "(lhincsc" exports are tliversitying as

rvcll as booming.
'l hrce poprrlar consuntcr goods-Llolhcs,

shocs, and toys-ilccountcd firr nearly hall of
Anrericrn inrporls from (lhina in 199-1. Ily 1999,
thcsc' products nr.rdt' up only ir third of thc total,
anti lry 2003 werr'['ss lhan i quart€r. As Tnble 2

shows, thc t'lslcst-growing inrports from Ohina
are now sophisticated, capitll-intensivc goods
like'l"V sets, pertinres, aud chiltl sltety sL'nts.

Nlore is on th!, lvay-Taiwnn 6rns, lirr cxample,
are alrcady rep()rted to be building t9 sttte-of-
the-drt scmiconductor plants lnrund Shanghai,
and firrns from lllili),sia, Soulh Korcl, an<i tht'
United Statcs arc not far be'hind.

Arnerica\ dirccl imports lion wealthy Asian
counl rics, mcar)rvhilc, havc, plummetcd. -lirble 

.3

shows how falling inlports fionr Iapan and the
othcr ti)Lrr wealthy Asian cconotnies itlDlosl prc-
cisely oflsct ntw purchascs lrom China.'lhis is

actuirll)'n bit kx) prrcisc-it rctlects lhc fil.t that
infirrnralion technok)gy imports have dropped ts
well as shifts of production to the mainllnd-
br.rl illustrates the hct that "(lhinese inlports"
might more a(curnlcly be ternrr,d imports from
an inl.grated Asi0n regional cconomy.

China as irnporter
'l hc other half ol the lt'<lgcr shows an ccluirlly

striking rrctld. (ihin.r is also e'nrr'rging rapitily as

onc r'f th| s,rrld'r l,)\l enthtrsi,l{li( inlp(,rtcr\.
Anrerican exports lo China, lbr exinrplc,

have nrorc than doublcd in firur years. I-hc $l3
billion exported in 1999 rerchcd Slti billion last

;'ear.'Ihis is t'-aste'r cxport gror{lh than wc scc
with any other nrajor country nnd accountii lbr
nrore thtn half of Anterica's worldwidc export
grotrlh ovcr the pnsl firur years. 'l hough thc
ahsolutc totals arc lowcr, thc rittc ()f exporl
growlh lo (lhini is acrr.rally a lrir higher thrn the
rate of grorvth of inrports [ron] (lhina.

Evcn thcse stntislias rray undcrstatc thc suc-
((\\,,1' Arrtcric.r'\ (x|',rler\. l-ront thc rco|t'nrpg
of tradc durirlg thc Nixon Adnlinistration to the
late 1990s, Amcri!a's nrain cxports to China con-
sisted of govcrnmcnt purchasc\ oI grain and air-
planes. Such purchascs were oflcn concluded lirr
politicnl rcisons. I]ut its'l'able .l shows, American
exp(rrt growth since thrn has hcen conccntrated
in a long list of ncw products lirr which (lhirrese

rienantl nrust be ntainly conrntcrcial.
Chitterc Ittrr. h.r.er,tI air(r.lt't lcnrrin .l]

imporlint fart of th. trade rcl tionship, but
hitve nr)t noticeably grown sincc thc 1990s.
(irain clPorts, nrcanwlrile, (cxccpt soybe'ans)
plungcd in the mid- 1990s and hnve not reaov-
cred. [3ut cxports of Americnn conrputer chips
havc triplcd since 1999. Sontc otlrer industrial
inputs, including oldcr products like textiles and
steel, hnvc done evcn better. And so hnvc d long
Iist ol othc'r goods, from auto parts to 6sh, cnrs,
refincd coppcr, spcctircles, and orangc,s.

Only.r global pcrspective, howcver, shows the
true scnlc of Chinn's inrport b(x)nt. Sincc I999,
Anrerica's irnporls hn!,c grotvn b),nbout n $100
billion. Iapan's havr. grolvn by at)oul $70 billion,
and Europc's by about $ 100 billion. Nonc of
lhese arc snrall ligurcs. But Clhina's imporls hnve
gro\r,n bv ncirly Sl50 billion-irccounting lirr a

quarter ol- the porrl'.\ import growth sincc I999,
ancl nearly irs rnuch ls the European Union, thc
Llnited Statc's, lncl iapan conttrint'd.

As succcsslil as Anrt'ricnn cxporters mtv
have trcen, the busincsscs of nt()st other c()un-
tries hrve done bettcr Filipino exports to (ihina
are typic.rl, quadrupling fronr $500 million k) 52
l,,illion (l,lus ,rnothcr 51.5 billion to Hor)g Kong)
in four vclrs. Other rnid-incontc Southeast
Asian countries, such as Thailand and lVlalaysia,
now supplv Chincse tirctories rvith evervthing
fnrnr rrrbbcr to chiPs.lirrkish exports to (,hinir
have grown tcnfold, lcd by stccl tnd autrr Parls.
Paci6c-blsin naturnl rcs(,urce r'xporters-lrcru,
Chile, and Russia-hlvc sinrilar records, with
()hina's purchases large enough to raise worlcl
priccs lirr lc.rJ, irorl orc,.lnd rllltcr r.tw t.tl(ri
als. Evcn thc profitatrilit,v oI I,anama ()anal oper-
.rtions hrs jumpr'd, is ships arrivc lronr (ihina

Belined copper $l 0 million $157 0 millon 10,000%+

0ranges S0.l million S16.0 million 10.000%+

Spectacles $0.2 milLon Sl.l mrllion 54070

Steel $73.0 million 5452 0 million 520"/"

S0 7 billion S2 4 brlhon 3409f

Textile yarn & r.bric 579.0 million s250 0 million 220q"

Auio pa rts $151 0 milLon $325 0 n ilion I5%
Frsh S10.0 million $175.0 million 94',,,

Arrplanes 52 lb or1 ,]

Wh6€t, rico & corn $49.0 million $36 0 million

Source PPI
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P.odocl 1909 Exponr 2m3 Exporc Growth

Alleoodr 313.1 tillioll tzl.l billion tr7%

Semrconduclots

32.2 billion
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Country 1999

Turkey 50.04

South Alrica S!.24

lndra S0.5

The Philipprnes to MaLnland $0 6

{To Hong Kong) Sl 4

Perl S0 2

Russia S3.5

South Korea $13.7

Japan S23 5

[-ln red Srites S]3 0

European lJnron S20 6

World 3156.0

Source PPI

Table 5:
world Exports to Mainland China
1999-2oO3 ($ billion)

Taiwan Strait or on thc Korc'an PeIrinsula are

ertircl,v possible, as rcccnt electoral resulls lrom
Taipei and thc slow pace of negotiations on

North Korca's nuclear program remind us.

Either wor.rkl put predictions firr Asia's ltture in
the trash birsket.

Financill trends also provide grounds lo
expe.t a sl(Nving, or cvc'n a sharp break, in
Ohina's growth and Asia's mainland inveslment.

Observers in the Wcst irrrd the Chiocse gov-
ernmerll both note fears of credit-fueled burms
and assct bubblcs. Guo Shuqing, director of
China's forcign-exchangc bureau, hintcd at this
in a press release quotecl by the lVrrsirirrylotr Post,

stating that "the inflation rittc is risinB and the
asset bubble problefi is stitrting to gct worry-
ing." China 6nance expcrl Nicholas l.ardy like-
wisc nott'd last year that outstanding credit
more than d(,ubled betwecn 2002 and eirly
2003, rising liom Y0.9 trillion to Yl.9 trillion.
This, hc argrrcs, probatrly implies growth in bad

loans and poor investmcnl, k)gether with poten-
tial for rising inf'lation and excessivc iltvcstntenls
in rcal cstate and manullcturing likc'thosc that
presaged rhc linancial crises of 1997-99.

Trldc ligures tend tt) support thc hvP()thcsis
that the (lhirrese econonr,v is overheating. ln
2003, (ihina's imports grcw by 40 perccnt, and

cxports lry perhaps 35 percent. In US history,
such ratc' of trade growlh occur only in .rnrrrrta-

lous pcriods.'l-he leading cxanrples arc 1u66, the
year after lhc Civil Wari 1919, the yerr rfier the
World \4/ar Ii 1942, as lhc [.t'nd-l-easc- progran't

kicked into gcar; and 1946, lhe ,vear aficr World
War Il. Uy lirnunry 2(X)4, annualized inrport
growth scems to hnve bccn 77 pcrcent-wcll
beyond anything in modern American histor,v.

Obviously such conrfarisons are nol perfect.

China's cconomy is very clifferent fronr that of
the Unitcd States, and its r.rpid intcgrati()n into
the g[:h.rl ccrrrromy nlay mcrn lhcsc hgurcs.rrc
more hcnign than thcy w,rulJ be in AIn( ri(.1.

But thc odds irre that such lrcnds:rrc not rvholly
healthy. (lhina is probably investing, buying, and

borrowingl kro much, antl Asia as ir whole may
pry a suhstarrtial pricc fir thc I'nom ir) ((',nil18

!,ears.
'I his leacls back to the potential lirr political

shocks. N{ost.ountrics hit by the linancinl crisis
in 1997 wcre healthy ilSin t',y the tur of the

century. Ilut it is intcresting to note thal ol the
three AsiJn counlrics hit harJest by thc.risi..
the t$o thirt recovered t)esl wcre the dcmocrn_

cies:'l-hailand and South Korea. ThL- xuthoritari
an Indoncsian systenr, in crrntrast, collapscd

under thc:'tr.rin.lnd lhc c()untry ci,rlinu(s lo
slrugglc lodJy. (:hinJ nright have tn0rc in com-
mon rvith lndonesia than with the olhcr two.
a Rising costs

Asia's current advantage is its pairing of
China's low lirbor and land costs with th€ wealth

and tcchnology of its nt'ighbors. But lanri costs
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Some cautionary points
What docs all this nlein fi)r Anreri.an

de[Trtcs on US (]hina trade?
'llrc total Picturc ccr-tainly inclrulcs unfair

tr.rrlc pr.rctiicr, rrlrirrIionrhl. l.t\ poliries. irrrlst
nrent promoti()n :'chenres and so on. r\ nerv gco

cration of tradc poli.y can usclirllt' t.tckle thcnr.
Ilut they arc rclatively snrall Parts o[.t phe-

nonrcnon thal is nrrrclr [riggel lntl hns little k)
clo with conccpts rrf llirness anrl unfairness.
Iicon()nlic integr.rtion nrcans r\sil can suddcnlv
nrakc high-qualitv goods at Lxvcr costs.

Anrtricans, in busincss and litbor as well as gov

ernnlenl, necd t() rcspond approprintcly.
llrrt we should rcnrcnrber that Asi:r has vul

n('r.ll)ilitics and ('ro(iing areas ol-advantagc .ts

wcll. I hree in pnrti.ular arc inrp()rtilnt lo
rcnrcnrbcr: thc risk of Lrnexpectcci political
events nnd fi nancial overheatinli; littlc-noted
lab<rr liuce trcnrls in (lhinir; lnd !argcr denro-
graPhic trencls.

a Uneipected events and assct bubbles
lltpid security or 6naucial shilis, ofcoursc,

i.rrr dcrail or dcl.rv traJc fl,rwr rrrr,l ,..r'rt,,nrii
intcgrrtion alikc. Sutiden se(uril) crises iir lhc
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carrying clothes ancl bringing away ores and

capitirl goods.
Nrrr does lhi,i.cr'nr cnough. ln lanuary. in an

amusing echo of Anrcrica's steel-tarifT debatcs,
Chinese manufacturers and constrtrction firms
wcrc appealing to their governmcnt to lift
JntiJunrpinS PenJltics,,n Russiatt, laiwan,
Ukrainian, and South Korean stcel. l he South

Korr'an governnrcnl, meanwhile, imposed cnrcr-
gency c.rport restraints on stcel to irvoid a supply
crisis in the donrestic Hyundai and l)aewoo
plants.



An Asian (Itriolr h.rs sornr: 1ro
But .r c()rlllrct itir,,c clr.rllerrgc

rtrcl'l trl colrr;ret it irrc strcrrgtlrs.
is .r Irt'r'tiglr c lr.rllr.rrgc.L:'

l' Table 6:
China's Baby Bust

nrc rising llst in (lhina's corst;rl citics, anrl labor
.osts nrxy irlso risc rapidly in conring ycarr.

Iieprcssion ol l.rbor rights is a disnr^rl l'irct ol
(ihincst politics. Rut nnti union policics rnd inrnri-
gralion rcrlrictions nlly n{)t [)c cnough lo ovcr-
conre thc prwcr of labor nrarkcts. Wirgc dirtl is

notoriouslv tanglcd and politicizcd, but sevr'rll
so(rrccs s('cril l() sh()\r, lhirt (.hinese rvaqcs and over
rll I.tbor crrsts.rre rising.'lhis is cspeei.tlh elenr in
the coaslxl urlr.rn areas thal lttract ntost iorcign
investnlcnt irnd produac mosl of (lhinl's t'xports.
'lir citt- a fcw anccclotal Points:
) l'he lntcrnltionll Llbor Orgtoizatiorr's rvlge
tlatabase' inrlicatcs rapid rvagt'gnlvth lirr citv rcsi
dcnts as rur;rl incomcs stag,nalc. The'sc ligtrres show
rcal nranuflcturing rvagcs in ()hina ncirrlv <loubling
in the last tlcc.rdc, lrom Yl80 to Y502 in rcal tcrms
pr:r nronth.
> 'l'he l00l U hilc Papcr rclcascd iointlv by the
Bcijing aod Shanghai Anrcriean (lharnbcls rrf
(irmnrerce itsscrled thxl urbnn waScs lirr cnrployees
of Amcricitn conrpanies creu ncarly 9 pcrccnt pcr
vcar lionr l99ti-l00l, rtrd thirt skilled jobs conr
nrlnded cvcn hig,her salarv junrps of up to ){) per-
c!'nl.
) (ihinir's orvrr statistical clatr lik$vise lcpolts gcn
eral labor cost irrcrcascs ol l6 Ill perc.'tlt lr'r year
in cxport ccntcrs like (iuanguhou rrnd Shaoghai,
cvcn as rural inconrcs shgnllc and holtl tirrr'rr
nrlionnl nvcrirgcs.

If suclr trencis contirruc, one of Asia's nrljor
advnntages rclltivc to thc Llnitcd States lnd sonte
of its ncighlrors mav erodc s(x)ncr thdn rnost pco-
plc pretlict.

Bolstcring this hlpothcsis.rrc Chinl's low Ii'rtili
ty antl irrrnrigrrtion ratcs. lhc \\trrltl li.rnk proiects
thitt over thc n(.xt l0 ycars (lhina's labor lirrcc will
grow barcl,v hirlf rs fast irs th.rt o[ the r,,,orld .rs it

rvholt' ( 1.4 ferccnt per vc.lr li)r thc rvorlcl, o.lt per,
.cnl Lr (-lrin.t),lrrd cvcn nrorc slotvly thrn the 0.9
pcrcenl anntrll rnte pr()jcatc(i lirr ArIcrica. lhc,
rcsult is likt'ly t<r be a nrild lal:or shortagc in thc
ncxt dccaclc.

Slorv ovcrlll litbor lbrcc grorvth, of coursc, cirr:
still allorv urtr.rn llbor irnd thcrclbre tnanulircluring
induslry to !,r()w rdpidlv,.ls rurill workcrs n1()ve to
cities. Bul xs lir)rc pnsses, c(uslnl export plitli)rms
like Guang<iong rnd Shrrngh.ri nright tincl thc sup-

Benign challenge
Arr Asian LJnion has sontc powt'rful conrpclitivc

strcngths. But.t.onrpl]titivc chnllcnge is I hcoign
chitllcngc. Iror nrost of thr t\\cnticth centurv, ( jhina

posc,.l r vtrv tlilicrr:nt sel ol qucstt)ns for the
IJnilcd Stntes: qucstions thnt rcl!lcd trol to jobs rrnd
ndjustnrent, but to Asia's politic.rl stibility, lhc
sprcad of r.rdicrl idl\)lotiics, rn(l in sonrc c.rscs wlr.
Ii)r in\t.lncc, lhc Korr'an \\'.tr urruld halc bccn
inr|rotrable lr itlrotrt .r radicalireci (lhina, Jrld the
Vi.tnim War inrpossib[,.

An ccononrie challerlBc, l)y contrast, thrcttcns
rl() li\(\ Jn(l (.rn lt or(t h) lrcJ(clill negrrlt.llt()ll5
.rl'ro.rtl .rnd rclirr rl .rt h,rrrre. 'J'hi. is of <rurrc no
rr.,r\,) li' hc (r'ntPlJcent (,r di\rr)r\\ the inlp(,rlJnL(
o[ ccononrics. l]Lrt it is a rcason to kcep lhr lrnde
clehalc, as hcatctl irrr(l controvcrsial as it nr.ry hc, itr
.r hc.rlth), perspcctivc. ':.
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ply of cheilp workcrs running out. 'l hrrs thr-y wor.rld
comc kr ltxrk nrorc like lrrirvan aoci South Koreit
than likc hrw-wagc ntanufirctrrring parks. Strong
education ;nd axpitirl invr'stnrcni rvould continue
t() spur gro$(h, bul wages antl ltbor costs would
likcly begin converging with lhosc of long-ildustri-
alizcd countrics.
O Aging China

I:inallv, and pcrhnps nrosl intportant, ( hin r ir
Sclting old.

()hina is now by far thc "youngr'st" of thc grcat
powcrs. Its nrcdian age is;rbout ,10, rvell bclow
lh'r:'(' (,t th(' r'thcr \even (ountri(\ l,Jrt i(ipnling ir)

rhc (; tl, the LrN SL.curit.v (louncil, or both. lhc
Llnitrd Stat.s is st'cond "vr:ungest" rvith a ntcdian
agc of 35, while thc r)thcrs rdngc up to thc cilrly
forties for llnly rnd Jup.rn. li) thc nrid-2020s, (lhin.r
rvill .ntch thr []nitcd Stittcs irt -39 and agc oluch
rnorc quickll alicrrvlrd.

'lhe nurrrbcr ol (lhinesc chi[ircn has alrcar11,

droppcd by 50 million sin.e thc 1970s irnd is conlin,
tuing to fall. So thc new factrrrics norv opcning clch
rr'cck nr.rv,.o,'n..r th.rn onc c\lc(l\. heglrr t()
cn.()unter lal)or \h()rtages. 

_fhis 
nlrv push the.ost of

lalxrr up even lrrstcr lhan ccononric growth and pro-
ductivity nright sLrggest.

Me:rnwhilc, irs there irre liwer (lhinesc childrcn
thcrc ire illso nrorc clderl1,. Uv 1025, morc than :00
nrillion Chinesc rvill bc ovcr 65. lhis nrcans an
cxlrirordinarl h(,usitrg, ht'alth,.rnd pcrrsion .hal
lengc tonsi.lc'r thr'ftct lh.rl .llx) rnillion i,i nr,,rc
lh.llr ltr,'-llrird\ (tI thc t{)l.rl ('5 }r('P lrtit,rr.

Ilvcn if this rloes not lead lo the dire conse-
qucnces il rcccnl (icntral Intelligcnce Agrn.y plper
suggcsts "(:hinil could confront skru'er growth,
incrc.rsctl polilical instability, antl perhlps cvcn
prcssure for signihctnl cultural change, givc'n thc
lack of so;rhisticat<'d pcnsion systems, heirlth llcili-
tics and capital rnnrkets"-il nrcans that nbscnt a

ncrr r[,mographic shiti, onc ol (]hina's (ancl thcrc,
li,rc l:.r.t Aci t'. t Pnr)cipal \r)rrr(cs r',-conrl\trrl i\r:
rrivantage vvill probibly crodc ovcr the next two
dccadc's.



We're doing our part
to help nurture China's most precious resource.
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I Our children are our most precious resource. And through Amway's One by
One Campaign for Children, we're reaching out to them-to give them
the hope and help they deserve. We do it with personalcommitment and
involvement and we do it one by one, just as we do in our business. Children
have unlimited potential, like China herself. We're honored to be part of it all--7^e,',One
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Richirrd l)anir.l l,)rrirrg

rivate equity managers today see opportunities
in vast sectors of the PRC economy that have
no dominant industry leader, and in research

labs that are percolating \ /ith innovations. Global
private equity firms are rapidly opening offices in China
and raising hundreds of millions of dollars to invest in
the country. As Jim Hildebrandt, managing director at
Bain & Co., noted at a recent private equity panel

sponsored by the Wharton School of the University of
Pennsylvania: "China is the most important grou/th
market for private equity."

China's leaders recognize that they must build a

vibrant private sector and that private equity plays an

important role tornrard this end. China Venture Capital
Association Chair Chang Sun maintains that China's
World Trade Organization entry is releasing a

groundswell of Chinese entrepreneu rsh ip and that pri-

vate equity can supply the capital those businesses need,

accelerating economic growth and raising employment.

The struggles

and revvards

of private

China
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I

capital in

Ri0hirlrl I )irrr ir.l lirrirrg
is a nonresident fellow ot
Chinese sludies at the Nixon
Center in Washington, DC,

and will begin working as a
consultant at McKinsey & Co.

in 0ctober.



Figure: Total Venture Capital lnvestment in China ($ million)

2001 2002
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Pre-2001

So0rcer Warburg Pinc!s ILC; www.ze ro2ipo com.cn
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Minding the gap betvveen
banks and stock markets

I)espitc thc inrportancc of thc strtall br'rsincss st'ctor, (lhina s

lilnncial nrnrkcts ilrc poollv erluil,pcd k) lirnd its growth.
(lhinesc blnks loan nruch of thcir nloney to slltc-owncd cnte'r
priscs (S()l:s) ind l0ck thc tools to an;rlvzc thr'credil risk of
ncw 6rms witll unproven tcchookrliy. B!'sidcs, nrost slilrt-ups
losc moncv Iirr vears lTclirre becotning prolitable, nrakirrg hxed-

tlcbl palnrcnts ditlicult trr bear. Ntrt listings on thc Sh.rnghai

and Shenzhcn stock cxehangt's rvcrc tiozen lirr the Pllst s('\'eral

years. cfli'ctivcl1, closing thc initial public ()flcring (ll)O) ciPit.rl
window to pril ate lirnrs (althor.rgh thcre xr. siSns of a P()lcrtial
th.r* ). This rrtcrns tlritl privatc c(luill investo15 a.c olicn the

only ones with nlrncy to tirnrl cntrcprencurial comPilnics.

Private ccluity iltvcstr)rs drr'anr ol-discovcring, (ihina's trcw

l\1icrosoi,.\nritzon, or l:ccl!.x- l hcsc diarrrrtnds-in thc-rough
(ri\1. hrrt.rrc hJrd l(' lrlr(1. \1.lrl\ lrililt( cqlrllv ll)\'c\lor\ \,tllllrlr('
(lhinr today to the Unile(l Stat.s in two eitrlicr periods. lhe 6rst

.onrPlrison is rvith Arncrica\ te'chnology lroonr in thc 1970s,

when inYcslnrcnt surgccl inlo Silicon \rrrllc)'. Itllcslors.rrtluc th.t
thc United States hari .r successtirl nrix of tllcnl, univer:'ilt'
rcscarch, anr.l capital. (lhin.l hns thc lirst lwo, but lacks erpital antl

solhistia.rtcd invesk)rs k) direal irltcslmanls ilacuratel\' inl(),re\l
gencrntioD tcchoologies.,\ second p.rrallel cxists lrenrccn
Anrcrica's lcvcrage<i-t)uy()ut boon) in thc l9lt{)s lnrl (.hina's ncctl

l() rcstructurc S()Es. ln lhc I9li0s, rlany l.trgc, poorly nunaged
LIS conglonrerales wcrc <lismlntlccl lo rdcnst value trnPPCd in

rr)t.rllcr Jirisiorrs. \\'h.lllrrL'r th( (, 
'nrl.rri\(ir1. ,)l)lorlLrnilr (trr-

r(.rrtlv Jhrrrrrr(ls lirr friv.rl( (quil) ir ( hi11.t.

Alreaclt', thcrc havc bccrt sotnc notablc str(.csses. In Mnrah,

Scnricontiuctr:r j\l.tnulilcluring Intcrnati()nil (brP. ( SiUl(l)
lrru nche cl r $ I .8 billion ll)O on t hc Nerr' \irrk Stock hchrnpic'.
SMIO's early invcstors, \uch ns (;r)lclrnan Slchs (iroup, lnc. antl
\Vnldcn lntcrnnlionnl lnvcstnl('nl (;roup, cirshcd oul hlndsonrc

l,v. Othcr (ihinesc llrnts havc h.td sintilar slrcctss (scc'littrlc l).
(ltrip.(onr lnternatirrnll I ld. r.liscd $75 rnillion on Nasdarl last

vc.rr, rvhilc AIih.rba.com (l(,rp. rcccntlv nctted 58l rlilliol in .t

priv.rtc linanciog rountl fronr Soiibank (lorp- antl olher
invcstrrrs. Although invcstor entltusiasnt ovtr reccnt Chincsc

IPOs nrn!' hn\'. r'{)liencd, thc Irng-terrtr pcrsPectivc on (lhinc\c

listings is st ill bullish.

Private equity's nevv heartthrob
'lhc lirst prir'.rtc cquitv lirnrs io (lhinr lrcgirn ol,crating in

thc exrly I980s. l.o.nl govcrnnlents sprrnsrrred privittc e'quitv

llnds to snpport ncw busincss,:s. Onc ol thc 6rsl lr.ts China
Nerv Ii'chnologv Vcnlure ln!cstnrcrtl (ir.. firtrndcd in
Novcnrbrr l9lt5. lirrc'ign firnts soon hrlIrwed. Intcrrration.tl
l)atl (itoup (ll)(l) lirlmerl thc lirst ftrreign venttrrc lirnd k)
oper:rtr' in Ohina in llrc eitrl!' 1990s rnt! bccanre att inrnrediatc
lirrce in thc intlustrv. Addition.rl $'.rvcs ()l privatc ((luit,v li)l'
Iowcd ovcr the nert clccadt.

Privatc cquitv irr Asia has eloscly lirlIrrved thc rcgional c(on-
omv, grorting str'adilv in tlrt lrlc 1990s, though still .1t lowcr
lrrl.rl li!1rrra\ th,rn lrr N,,rlh ,\rrrcrii.r. I'rrr.ttc cqttilr it)\'c\tttlcnl\
in Asia shriruk itr l()01, bul rcl)oundt'(l slrol1ltly the n('xt ycnr,

rising 90 pcr.cnt in :l)0-1. I pdD rnd Soulh Korca donrin.rte
Asia's Pri\'.lte equitl' nrarkcl- (.hina accor.rntcd lirr lcss than onc

tcnth (rl'lhc privite cquity iDvc\tcd in Asia last ,vear (sce lal,lc
I ). Noltlbly, dc'spilc (lhinir's tlcar lea,:l itr lttracting li)reign
Llirccl invastmcnt, lntlia attraclcd morc friYatc c(ltritv nnnunllr
until 100.1. India's prr'clict.rblc l.rrvs, nrultiplc stock crchangcs,

and entrcprencurinl historv drc a strottS drtw. Ilut global invcst-

rnent tirnrs arc rrirclinB Posilivcl)'kl rrc'!1 l'RC rc'glrlations lnd
perc.'ivcd oprnnc\\ to priritc btrsiltasr. Aaaordit)[l to the ,1sirrt,

YL'nturr' ()tpitdl lowtr(r/, (lhin.r itttrn(lc(l roughll- $1.-t billion in
priv tc.(luity i11 200-3, cotnPnrcd with a liactilrn of that

xmounl lhc Ie.ir b.li)rc. As rnuch li $l hillion ol that capital

An Overview of Private Equity
"Privato equrtv" reters to pavately lrans.

act€d equity investments in firms, typically

small, growing companies. Private equitY

investments cover a wide range of desls and

include seed, expansion, and pre-otterinq

financing rounds. lt also includes buyouts and

turnaround investments. While private equity

encompasses all oI these lransactions, ven-

turs capital {VC) only refers to funding provid-

ed in early stagss. High risks and larqe

pot€nlial rewards defins VC deals. For each

successlul investment there are many lailures.

ln exchange for helping to add value to

these lirms, private equity investors typically
demand large ownership claims and direct
controlover management. They are active

invostors, usually appointing directors and

erercising strict oversight during the invest-

ment period. These firms otten brinq reputa-

tion and credibility to their business panners,

supplying sxperiencad managemsnt and

industry contacts that young entrepreneurc

lack.
Privste equity sorves a critical role in cor-

porate dsvolopment and ifl the economy. lt
fills the void between entrepreneurs and the
public capital markets. New firms with
unproven technology are too small and risky

for capital markets or bEnks to identity, evalu-

ate, and lund. These lirms would litely remarn

unfunded if not for private equity. VC investors

holp promote growth in the most innovativ8

and promisinq sectors of the economy. As

Harvard University business professor Paul

Gompers noted in a recent paper "The impor'
tance ol small business in any economy

makes veflture capital a central part ol any

luture economic growth."

Private equity can come from a wide range

of investors {see Table 3). Some, lile the

Carlyle Group, are pools of capitallrom high

net wonh individuals or ponsion plans. othBr

sources are large corporalions such as lntsl

Capital, investment banks such as Goldman

Sachs Group,lnc. and CITIC Capital, localgov-
ernments, or even multilateral institutions such

as the Asian Development Bank. The World

Bank's lnternatronal Finance Corp., a malor pri-

vate equitv investor in emerging markets, is

seeking to improve corporate governance and

the tinancial services industry in China through

investments in hi0h-quality corporations.

-Richad Daniel Ewing
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Table l : A Sarnple of Venture Capital Results in China

Compeny

Heng an lnternational Group Co. ltd

Chrnadotconr Corp Lld

Asralnlo Holdinqs lnc

Business Sector

Personal hygiene products

Enterpfise solut ons, sofo^/ar€,
and orlso!rcrnq

Ceramrc sanitary wares and tiles Walden lnt6rnationel lnvestment
Group, Governmsnt of Singapors

lntelPacilic Inc,
Fidelity lnternational, Ltd.,
Warb!rg Pincus LLC,

Newlvlargin Venture Cap(al,
ChengwerVentures LLC,
Vanlone lnternalronal Group

1998

I99S

Select Venlure

NA

lP0 Raised

ll n'illion)

90

Telecom networks

Singapo.e
Stock Exchange

NASOAO

Exchange

HKSE

NASDAO

NASDAO

NASDAO

r999

2000

84

43.'

124

l8

riu

[JTSlarcom lnc

Sohu com lnc

2000

2000

Wkslsss and lP switchins solutiryjrftb*t C!"r]114!!ltrl
Holding company, Chinese ponal DellVentures, Crystsl lnteroet

Venturos Funds LB
Robsrtson Stephons, loc.,
Waldsn lnternational

Kingdee lnrernatronal 2001 Sottware loc Ventures I HKSE
Sottware Group Co. Lrd.

Clnp com lnlerrrational Ltd. 2003 online lravel agent Carlyle Asia Ventur0 Partners 75.6 NASDAo

S€mrconductor Manutaclurng 2UN Somtconductor m6nu,acturor Goldman Sachs Group. lnc.. 1.800 NYSE
lnt€rnational Corp. Waldsn lnternational,

Motorola, lnc., 0ak lnvestment
Partners Le Venex Venture Holdings

Llrklone Lrd 2OO4 Wrreless co-rent and applcatro|s l,oehry 'nvestnenls 86 NASDAo
Asialnlo H oldrngs lnc..
Go dmar Sachs.
0dyssey Capilal GroLp LP"

Shanda lnteracrrve Entenarnment [rd.20(N onhne compure, gamrng Sottbank Venture Caprtal ]52 NASDAo

P,ng An ins'r,on,e Co 2004 t,'F rnsurance \.4orqa" Sld-ley. HSBC. I.500 rest r HhSF
Goldman Sachs

Noie 'These four invested n lnlrrosrc, Lrnklofe's parenl company HKSE = Hong Kon! Stock Erchanqe; NYSE . New York Stock Exchange, NA = n01 avarlable
Sor. ces Wdrb.rq P,"cJs LLC. Rrcla,d Dar\re [wI g

The search for investment targets
l)rivitc c(luity inv.'sl()rs Jre dirccting lhcir crpital at 1hr.('

catcgories rvithin (ihirr.is many Potcntialll' riynamic in!'estrnent
sectors. Firsl, hundrcds of SOEs irrc considcrirrg selling, rcstruc
turing, or privirliziDg portions ol thcir asscts. I his .rtlrir.livc
catcgorv, howcver, is tionrinirted bf insiders and ir diflicult flr
forr.'ign lirnrs lo pcnetrnlc, although lhc SIirtc Asset Supcrvision
and Adnr in isl rat i()n (irnrnrission is installing transa.tion.cn-
t.rs nnd expcrimenting rvith opcning up thc salc' of SOIl rsscts
and cquitl'. I:stablisht'd Irivirte [)rrsiorsst's irc Ilso attraclivc.
'lhcsc firnrs tvpically nranulacturc either li)r cxport or li)r thc
(lonrcstia nrarkcl. !ntr(prcncurs slilrting Dcw husinesscs nlso
providc fcrtilc soil fbr soIlristicatc(l invt'stors. lirreign lirnds
gcncr.rllv t.rr8cl (lhincsc private lirnrs nnd stnrt-ups, ils thcse
linrs.lrc rtro.l rirnil.rr t,r thcir tvl'ir.tl inv(\lt rtrt tJr!,(l\.

l)rivatc cr;uitv investor-s in (lhinl rlso tt'rrrl to hvor inlirrnra
tion trchn{)l()8v. tele.()nr, Jnd biote.lrnologv. (ihina's rvrrrlcl

elass univcrsities. tirlcnted sl:ienlists, nnd strong rrscnrch pr()-
granrs provicic tcchnicll stalT lnd knrrN ltdgr-; intcrnational pri-
vlle cquilr'lirms carr providc gkrbal L'xpcricncc dnd
rninagcrrent skills. (irnrnrcrcial banking and insurance seck)rs
.rlso havc high potcnti.rl.

Ilapid changes in ( lhina's economy and social structure arr,,

nrelnwhile, li)stcring new arcirs li)r invcstn)cnt. Ohicl irnlong
those changcs are nrass urbinizirli()n, priviltization ol stnte assets,

l.rr8e-saillc infrastrualure conslrUction, irnd (lhincsc babY
llronrcrs rctiring without thc ir.cuDrulat.d rvealth ol tlrt'ir
Westcrn c{)unterparts.'l"hest, trends will lucl sustainccl growth in
nrcas fi()rn construrlion malcrials and cquipn1enl to lelecont
cquipnrcnt and lifr' insur.tnc.. l)rirxtc cquitv firms nrc l)usv trying
to iclentif,v irnd dcvck)p the conrpanies thJl will lcad lhcsc sccbrs.

Each 1,riv.rtc c.;tritv turrJ rI vclrpr its owl] str.tlctv to t.rrgct
lirnrs. Soorc firctrr <rn sct'd-round technology invcstnrcnts, rvhile
{)lht,rs lilrgct turnnr()ultds. Ilach aPproach requircs rrnique
c)iperlisc. [i)r exnnlflc, Hong Kong-trascrl inveslnrcnt bank
til-ll(-- tiapital takcs a two-prorrScd appronch, investing in
rrldturc Itusinessc\ or mediunr sizr'd entcrprises $,ith an eve to
bringing them to IP(), whilc also iDvcsting to capitirlize on the
rclocation oI nranLrfacturing into (]hi11n.

And then there's the local competition
[)espitt thc lllurc, a conrbinirlion ol rlevcloping lcgnl svs

lcr11\. olxqut rcgulirlions, arrd unPretliet.rbilitv nralcs the

July Auqust 2OO4 fHE CHINA BUSINESS EEylEW

Eagle Erand Holdings Ltd

ChrnaVesl

.rnrc in thc lirrnr ofventure invr'stments (sac Fi8urc).
And mtrch more capitnl is olr ils u,ar'. ln 2(x)], fbr c)iample,

Wllrburg l)incus Asia Ll.(l only hnd about $l(X) millioD nt rvork
in Ohina, as opposed to $300 nrillion in South Korea and $600
million in lndil, but is comrnittcd to greatl),increasing its PRC
position. According to Managing I)irector Xiang,Dong \lng,
Oarlylc Asian Vc'nturcs is plnnning lo invcst l)ctwcen $750 mil-
lion and $l billion in (lhina over the next two vcars.
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(lhinese private cquity nrarkct trcilcherotl\. "'l'hc.c nre n l(n

nlore 'X' lii.lors i.ross nll lionts," snvs [:ri( \\'ei of (;ilbr'rl
(llobal liquity Pnrtnrrs. lrivnte c(luity iDvcstors cllcountcr chd!-

lenges at oery stitgc in thc proccss-fronr idenri[ying conrpa-

nics and pcrlorrning due cliligence to ncg()ti.rtinli tcrms a d

tinally exiting thcir invcstlllc'nts.
The first maior prohlcm is sourcing thc righl dcnls. Fund

managers l(x)k .lt hundrcds of oplx)rturritics but only select a ftw.
ln the United Statcs, only I perccnl of ptoPosed dclls are chose'n.

Although China is (i!'scribcd as n "titrget-rich environrrrent," it is

nlso a frirctLrred lilndscape of nrultiplt', distinct nrarkets. Each

rcgion, provincc, or industry requircs diffcrcDl resottrces.

Second, negotiJting thc dcal can lT extrcnrely clilhcult.'lir
start, Chincse cntreprencurs and cxperienccd venture capitalists

oftcn don't agrec on companv valuatiols. (lhinesc t'ntreprcncurs
frcquently bcnchmtrk high valualions bascrl on sirlilar lirnts in
Anrcricn. Vcntur. capitnl (VC) firnrs in (lhina, on thc othcr hrtntl,

stress lhc differc'ttct's aDd .ountrv-riPeci6c risk. Nllkirrg mattcrs

rvorsc, thcrc is no stind.lrd nlethodolog,v li)r valuing a conrpany.
()ne exanrplc of l Possible liiction lroint: Ilccausc nirtional

g,ro\1'th rrtcs are iln irrportant componclrt of a hrnt's total virlua-

tion, valuations li)r Chincsc hrnrs rnly bc l)oostcd clisProPorlion-
atcly by Ohina's optimislic growth prospccts.

Next, Liining.ontr(,1 in a corporation can bc tlifiicult lirr
invcstors in Chinl, and t'ttlreprencurs can bc unyiclding, lohn
Ying, mlnaging direchr nt iVcnturcs, calls this thc "lrcad honcho

problem" (r/alao|rllr rvi'r,l;). Frequcntlv i slrrt-up's Ii)undinS
mcmbers will rcllsc to givc up control of tlrc conrlrlny lnci
acccpt i minority owncrshiP stirkc (a conrtllon.ondition for
nrany start ups in cxchangc lbr V(i firnding). Lven in larger con't

panies, nrirjor invcstors linrl it diflicult to gain board seats and
'rinoritv sharclroldcr rights arc w idcll' d isrcg,ardcd. (i)mnr.rcial

birnking is particrrlarly rcslri.ted, tvith thc I'coplc's I|.rnk of ( )hina

capping aggregatc lbreign owtrcrship at 24.9 Perccnt (sce thc
(-)lR, lull'-Augusl 2003, P.I It). A cornbiDati()ri of disagrecn)cnts

over valualion lntl unwillingncss lo cede Iarge owncrship claims

can easily l'rrolorrg ncgotiitliorls or Iiustrale il deal, as Newbridgc
(lnpital l-l(l's pr)longed accluisition of a c()ntrollinS, ltl-Perccnt
stake in Shcnzht'rr I)evcl(4rnrent llank Co. l.td. denronstratcs.

Thc lirurth m ior Prol)lem is linding arrd kecpitrg a strong
rranagclrlcnt tcitrr. Builtling a ncw busincss requircs a trt'n1cn_

dous anrount of titlc'nl, swcxt, nnd lcadcrship. Priv.lte equil)'
firms will often work with lhe srrrre seasoned nranagcrs on

nutnrrous dealt over nr:lny years; convcrselv,6rnrs rgill not

cnter n dcal wilh perso[nel thcv do nol trust.,At a Pren]iunr
norv arc (lhinesr'-born, Antcricln-educatcd enlreprencurs rvho

undcrsldnd th. conccPl of sharcholdcr vllue nnd who ilre
rcturnirlg hor e k) stilrt nc\^'con)panics. As [)erck SulSer,

foundcr of Linktone l-td., irr€lucd at irn Asia Society Priv.rtc
cquity confercnce, "lnstitLrtinB a culturc of transplrency, coryr
rate govcrnan(c, nnd nranagerill acc()u tibility is crirical."

ljinally, thc ch.rnnels li)r exilin!i invcstnrcnts itrt' narrow.'l he

Shanghrri and Shenzhcn stock cxchniSes rlmost cxclrrsivcly list
sOF-s, cbsing thnt option lo pri!nle firnrs. Nlorcovcr, founder
sharcs becomc nontradlble lcgal-pt'rson slrarcs whcn listcd

domcsticall,v, clinrinatinS this vcnuc ns a liquidity sourcc.'l'hus,
6r'ms lnd vcnlurc capitllists ohctr look to stratcgic buyers to liq
uely thcir positions. Thcsc buyers, typically corporations looking

lo a.quire new cnpabilitics, snap up snrallc'r. innovative firnls.
lirreign slock cxchangcs offcr arrother Potcntial cxit. lnrtricall,v,

the tlorrg Kong trnd Ncw York cxahangc:' irc nrore ilcccssihlc to
good local 6rrrrs than thosc in shanghai and Shenzhen. Nlany oI
thesc lirms see'k to list on Nasdarl, becaust'irs Sulger exphincd,
"that's rvherc invcskrrs know h()w to valuc lheir lrusinesscs."

(ilohal privtte equitv lirlns arc incrcasingl)'nrct'ting stiff
c()nrpdition [ront donrestic flnris. l hcse krcal firrrrs irrc nimblc,
hnve l)ctter contncts, i,ld are quick to strike dclls. China's

supcr rich, leading corporati()n:', ilnd local governnrentr irre

hlcking new ciomestic [unrls. l)omestit linds c.tn movc rapidly
becausc thcy art not bound by the strict due diligcnce rcquire
nrenls of their lirreign .otnP('litors, and thev arc lcss worricd
nboul crrrrena)'aontr(rls, taxation, and cxil strltcgies. li)r cxanl

Ple, onc frrreiSn fund managcr Iold a polcntinl Pitrtner lhat hc

ncetlcrl st'veral months to perlirrm duc Jiligencc. onl,v to lose

the invcstment to a local lirnd willing lo provirlc llntling imnrc-
dirrtelv. Local lirnds hlvc begun kr donrinate ccrtain scclors,

inspiring this lirreign.(rnpetitor lo conlPare thcm k) thc "war

lords of elrly twcntioh ccntury (lhina."

Room to grovv
l)cspite thcrc nranv hrrrtllcs, tlrc privrtc t'tluilv nrarkcl in

(lhinr has bccn ir provirrg. In luoc l(x)2 x collc.tion of privatc
equity lirDrs lilunded thc (lhinu Vcnttrre (lirPitirl Arsociatiorr
( rr.s'rv.cvca.conr.hk ) to ['xrost barglining Power irnd Pron]olc
enlrcprcneurill Iights. t lcadcd h,v Chang Sun, nrlnaging directot'

Continued on page 66

Table 2:
Private Equity
ln\/ested in Asia. 2OO3

Table 3:
Leading Private Equity lnvestors in China (in alphabetic order)

lnvesled Privale
counlry Equity (s billion)

Japan 17

Soulh Korea 3 1

Australa 21

Ch na 1.3

lndia 0.8

orher 28

Total 17.5

Sources ,tr-nir Ven te CdpnittJottnalarl frtaoct.1I

foreign

Baring Private Equity Pannols

Carlvle Asra Venture Partner s

ChrnaVesl

H&0 Asia Pacrirc

l0G Technology Venture lnvestment

lntelPacifrc lnc.

Sohbank China Venture Capital

Verlex Venlure Holdings

Walden lnternational lnvestmenl 6roup

Warburq Prncus LLC

Source wwwzero2rpo com cn
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Domeslic

Borlng High Technology Venture Captal Co., Ltd.

Bcrjrng Venture Capilal Co, Lld

Canlon Venture Caprtal Co.

Guangdon! Tec hnology Venture CapitalGroup

Leqend CapitalCo

[I llennium Ark lnvestmenl Co, Ltd.

NewMargin Venture Capital

ShandonO High tech lnveslment Corp

Tsinghua Venture Capital Co., l-td.

Shefzhen Cap(al Group Co Lld



Beijing Olympics 2OO8:

Gilberl Von Kerckhove

G ilben Va n Ke rc khove (gilbe ft@str ategy4chi na. c on ), m a n a g ing
diector of Beijing Global Strctegy Consulting Co. Ltd.

l$lww.strctegy4china.com), served as an adviserto the Beiiing
Municipal Govennent oo the planning and awading ol contrccts
lot the 2008 0lynpics. He recentlv discussed with CBR Editot
Catherine Gelb whethet oppoftunities for loreign fins to
p a fti c ip ate in 0lympi c s- rc I ated prci e cts still exist.

Q . As ofspring 2004, at what stage are the specific prepa-

-' 
ralions for the Olympics, apart from thc many efforts

to modernize Beijing as a wholc?

A . t ttrint rlrr\t (,1 Ilr( rnJi.r r'(nu(\ h.r\(.h(.cn (lc(iJc(l
, r. c.lc.illl* ti'r rhc scvcrr l.rrgc onc,, rhJl l.rkc tim( l,) lruil(1.
(irnstruction hirs starte(l on thc National Stadiunt, the Nntionnl
Slvinloring Ccntcr nrrtl olhcrs. l\lost oI thc veDLlc\ hnvc l() stilrt
lconslru.tion ] this vc.tr.

Ol course, thcrc arc -J0 venu('s io llc'ijing, antl Pcoplc tcnd to
li)rllct lhJt thcrc arc also 59 training venucs. liaining venut's
vary in sizt'anti investnlcnl levcls lncl nrly offcr ferr,rr busincss
opp()rl unitics.

a . What remaining areas would you say are the most

' promising for foreign companies?

[ . tf y,,, L'r,k .rt 'ltliiirrg rrrorlcrrriz.rti,,n isrtrc,,, .r i,'nrl,.rrrr
, l. nl.t! rtrll h.rri. .r .h.rnte to gr.tb a ;'orr4r 1'1.1111 ,rr I rtrlrrr'.rr
line, but these arc rnorc or less oiccptional pnrjccts. Wc slill see a
nurntrcr of opportunitics in sub.ortraclilrg to thc rvinncrs of thc
nrajor vcnr.res. l'hcrc is onc' devckrpntent thlt is scparatc fnrnt
tht' ()lynrpics anti lionr the mrxlcrnizatiorr of tlre city but is still
pnrt ol lhc lilr8cr:,lorv:'lhe governmt'nt is currcntlv disposing
.,1' nt.lnr' \l.rle (,\1ncd .l\\cl\. Tht\ is .r rcrv interesttnF. pr,r.ess
actullly. l'llrc governnrcnl has sct up] cquity cxchangcs, whcre
there is going to bc nt.ssive trnding of stltc-orvned asscts ol all
kinds lhnl can .vcn in(ludc soliw.rre, hnd usc rights, nurnc
rights, rnd of course parts of contpanics.... Now this is quitc
irtrport.rnt hee.rtr., if .r lti,rcignl (ontlrl\'\rt's rt rrirnt:, t,r jrrin

this nrodernizalion drivc of Bcijing, and riccides il needs to sel
rup a conrpanv to do soDlc manulilaturing, arrd takc lhis olrpor
tunity to ir.rmpslart production in (ihina and tacklc the rrhole

Q : ffi ::::ffi iliil il f :::ff :"i:i ;:i l :l'.T,'#'
business in China?

A ' I tv,,ut..l ..rr rou ti,r h.rrl thc unrc ri'L' th.rt )r,rr h.rrc

' I r ovcr.rll rn (.hir.r lh('v(ryp.rrli. l rri\k\[r0r1]Ih('
()lyrnfric projccts arc rcl.rted basicallv to the hugc.ornfctition
you'rc litcing-very hiBh conrPctition, nlrron [rrofit ntlrgins....
Unfi)rluiatcly i lot oI tlre projccts...rvill be nroncy-loscrs frrr
nrost ol the aonlpanics lTr,causc of thc conlpctitir)n. Son'tc cotn-
1>arrics that Lxrkcd at their oPtions vcry coldl), h.tve askcd, "Why
shoukl we lrsr time anrl ntoncy with thcse projccts? Wc ciln jusl
Itxrk at another."

lirr cxanrplc, I visitcd a largc Singnporean rt'al estltc dcvcl-
oper two yeirrs ngo .lntl lskctl if the conrpan), rvantcd to bid li)r
the ()lvnlpi. \'ilhgc project. lhc'corrrpany otlici.rls saiLl to mc,

July-August 2OO4 TllE CHINA SUSINESS BEVIEW

INTERVIEW

0ppoIrrnities fur FnrBiUn tirm

;*t'*-"wffi
players, there are som inrer€sting opportuniries thar actually
have nothing ldirectlyl to do with the Olympics.

And then there are a lot of niche players. Ofien yru see small
companies that work in China. You don't read about thcm in thc
newspaper, but they'rc doing lheir stuft, and ir's quitc amazing.
You see a lot of these small companies from California, for
cxample, high-tech companies selling specialized equipment
within the l'l /teleconr world, or othcr small cornpanies working
in catcring,logistics. l-ogistics is also important because it
involves storage and trlnsportation. For cxantplc, in the food
sectorl you nccd control over quality. Athletes want to cat their
own food-thcy don'l want to eat local food. They are very,let\
say, demanding. Even the horscs-the horses thal conre to China
cannot eat the grass fnrnr China, they want their own lirdder

In all of these smaller niches, the market is actually changing
at a dramatic pace. Quality for the Chinese is becoming more
important day by day. And, yes, Chinese companies are able to
delivcr certain things, but it's beconring clear that if a foreign
conrpany can providc top-of-the,line goods or services, it has a

chir c( tr survive, antl trr do vcry well.
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6 . What advice would you give companies. particularll
V' ,maller and medium-sized companies, rhat are

intcrested in Olympics opportunities that may still arise in
the ncxl couple years?

A . I think that thc nrost important advice I can give to
. everybody is: [Te careful and do your honcwork.

Don't junlp into thc market blindly. l-hert'are a lrt of lools

avail.rLrk'. You have organizations likc thc US-(lhinl llusiness

tiruncil lthe publishcr of thr- (-'BRl that can givc a lot o[
inlirrmattrn, thc Antcricln Chanrber oi Comnrercc can give

inlirrnration, and of course there is the US Conrlrrcrcial
Scrvicc. And there is lhe Interncl.

'lhere are sevcrrl rvays for snraller contpanics to do tl'tc'ir

honrt'work, bt'cause the very [Tig sr.rrprise fbr ;r lol of thcse

conrplnies is that tlrt'v have complctell' misundcrslood the

cost of cbing busincss in China. People look at (lhinir rs a

country where incrpensive n1iar()wavc ()vens antl cof-lce

machines come froor. And thcn tht'y go to Ohinl and dis-

cov('r lhdt the orinimunt rent lbr a snrall ofhce is $ 1,000-

$2,(X)0.1 nlonth. l'hcn the foreiSn (lhina rePrcn:Iltirtivc fi)r
thc compan,v scts uP an apartmenl rvith his fanlil,v' has one
(',r two kids, aDd oh bo,y, there gocs thr'budget throu8h the

rrxrf bccause thc ledse on the aPartmcnt is at lctlst $2,(x)0 a

month. If he needs to put his kids in thc Amcricln schrxrl,

it's going to cost him $ 15,000, $20,000 n ycar. Pe(,Pl!' d()n't

expcct lhis.... Thc)' hxv.' to be vert' cost conscious.'l-hc!' havc

to nakc' up their rtrirtd horv they're going to 8o into the

rnarket.'fhese sm.rll companics canoot understand the nlar-

ket afier a one' or two-weck visit. l ltcy really havc to do
whrtever they cirn to study.

Also, man-v conrplnies trv l() silvc monev on IilwYers'

bccilusc thcy think tltcv know cnough about busincss, or

The most important advice

I can give to everybody is:

be careful and do your homework.

thcv usc a lirw,vcr thcv knorv tiom (lalitirrnia. or iion't
Wilslrington, brrt thosc people do not know the !ine print o[
rhc lcgrl environment in BeijinS. lt's going to bc vcry difler
ljnt liom the lcgnl cnvironrrrr'nt in Shanghai. I'or not saving

a company llrvlvs lras to sPentl lons o[ nlonev on lau)'ers'

but do at least Prol.ct )'ourscll with gootl legal advice. At

lclsl r'nake surc vour lawyers atlvisc,vou on itny a(mtract

.ontent and inlcllcctutl proPerty Protcction. You hnve to see

whether or not it nrakcs sensc kr try to aPPly fi)r Pnrents,
liccnsc' tcchnologv li)r rovaltics, clc.

6. How does a foreign company 6nd oul which 8ov-
U' ernmcnt cntities"or *hiih Ciinese companies lo
approach? How do they find out who has the contracts, for
instance, and who miSht haYe an opPortunity for them?

A . \rclt. rtri. lr.r' heerr thc rrr,ri.r t'rohlt nr 1,,(l.r\ in
A' f,,l,i"* , ,,'.,'trrse pc,rplc 5,r t,, thcir errrl',r"r .rn.l t"
othcr organiz.rtioos to liSurc i( otrt. I sc'e all thc cnttussics

tighting rvith it. s(rnrttinle5 | t'rlk trr thc sntlll ctnbassies ancl

thcr,sa1-, '\\t arc.t snrall elnlrassv, arrd rr'e clon l h.lvc thc

nrusclc of rhc llril ish or thc (;errllnor' or thc Anreri.Jns " Ilul
lhcn you go t() thc (lcrntdns, lhc lllitish, and thc Alnericnns,

.rntl thr,v s.t.v thel'still have no elttc horv to tlell wilh sonre

issrrts. Therc is no nrirgic soltrtion thera. (lttr ctlnrPnnv is

srrrking on sctliIlS Llf n \l'.bsitc. t{ith intirrm.rlion th.tt

rvoultl be all-cnconrp!ssir18, lhnt rvould covcr.lll thc dillcr-
cnt l)usiness scct()rs.

In the mcilntinrc, il is in)Portnrlt l;r conrPnnics t() realize

thll [)\'the tintc.l tcttclcr is irsttct] in China, it i:' olien too

lirlc tr: prep.rrc a eonlPetiti\'!'t)i(|. Il is inrPorlJnt lo hrle
pcrrplc in tleiiing, bbbYing lhc !,o!crrrmel)t, thc.ustonlers'
tlying to find out lvhich Proiecls.lrc in th('Pil'rcline so tililt
thc conrpnny.nn bc intirrrlcrl ol thc tender clca<llincs Ollcn
a !,overnment rninistrv rvill ittsl scrtd a Prccprllilication
I]olicc t() a list of conrp:rnies with rvhich it ir l.tnriliilr-even
it, r.tv, the s',,rlJ lc.rJr'r in.r l\trli(tllrl \e(l(!r l\ Ilrrl .ltllr'nF
thosc comp.tnics Iisttcl. Whcn I havc irskt'tl tl'le (lhirlcse sidc

atrout this, thcy srN', "Wc hirvcn'l hclrrl tionr irrly(]nc at thdl

c.nrpany." n
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"Gilbcn, we don t \.url to,l)e(.ltr\e it's ttxr ct,rtlPlie.rtc,l.

there are one milli()rl r trlcs to lirlLrrr' liotn tlT,: rhx'cltrtrrcttt,
liom the Ollmpie i,'nrnrillcr', rtrrtl ()tlrcr s.' \(h,rl llr.\' ll.l(l
llready done rv.r' velv elcvct. I her ll.ltl l,xrkc.l .rt thc

Olympic Grccn .rre.r .rn.l h.rd alt.relr l,otrght trl .rll ol th!
surroundinq l.lllJ.rrr(l rerl e\tJlr |111j1115 1o d!rclLrp.ls thcr

wantcrl. l his is lh. kin(l of str.rlcgi( tlecision th.rt rlcttls to
bc nrirtle bv cach irrrlivicltral contp.rrrv.

--
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surge of foreign investment has driven grovvth in China's east
coast for more than a decade. But as prime investment
destinations become more crowded and more expensive,

investors are steadily moving inland to\ /ard places like Hefei, capital of
Anhui province. Compared to Shanghai and surrounding cities in Jiangsu
and Zhejiang, Hefei offers lower labor costs, proximity to ra\ / materials,
and better access to China's inland markets. lnvestors are taking notice.

1
U

Adam Ross
is a research associate at
the US-China Business Council in

Shan g ha i

Strong local economy

Ilctci s rc.rl (;l)1, 8r.\,! .rt .r brisli 13.-3 pcr-
.. ttl l.r.l r'r.rr. lilllr lw,t f(r(cnl .lltc,t(l "l'
Anhuis alrcady stnrng growth. lrxports front
Ilcli'i rose ll.l pcrccnt in 2(J0-l ind nccount-
cd lirr rn $c-opcninr 59 perccnt ol ADhui.s
lotnl c\ports. Inrports inkr tlclci, N.hieh

iunrpucl 50.1{ fcr.(nt, n.countcd li)r.ll p!,r
ccrrl of iill imports into the provincc.

'lhc Hefei nrctropolitan rcgion is knorvn
n.rtionrvicle as.t prodrrction blsc lirr rarr'
nratcrials, encrgv rcsourccs, anci household
.rp1'lr.r1r.... i\l.r.trr.h.rn lrr'rr .rrrrl stccl t ir.
I.kl., in cilstl,ro Arrhtri, is one ol (lhinir's top
I0 stccl nrake'rs, rcporting l(){)-} prolits ol
nrorc than Yl.5 billion (S-ltll..l nrillionl.
lIrng Kong-listcd r\lhui Conch (lcnrcnt (lo.
l.td. is a large protluccr hascd in the nelrtl
.ilr,,l \\uhu..\rr.l llclci Roog.ll,l.r r irorrp i.
onc ol thc nation's lilrgcst elcctri.Jl ltorllc
appliance nranulaclurcrs.

r\ shon !\'irlk throullh cenlr'al Ilt'li'i rerells
lh.it storcs tre llllccl lrith nltionirl [rrands ol'

clrthing, lpplilnces, and nxrtorcvcles as
rvcll as shoPpcrs. l.ocai resitlcnts.rrc cL'arlv
spcrrdinli crrough ntoney t() plrx:,c consumcr
grxxls nraliers lnrl to keep tunrovcr brisk.
'fhough lleti'i rctilil centers irc not yet conr-

f.rr.rhle It' th.)\(,', llcijirrg.rrrJ \hrrngh.ri.
cortsumer nrarkcts irrt' clelrlv rlcvcloping
quicklr'. Thc citv is.rn exanrIlc ol (lhinl's
grorving inl.trrrl rn.rrktts, rr hir h .rrc rl.rinril(
lirrgcr sharcs oi wcalth lncl spcrrrling as
( lhina's economv eontinucs to spcecl ahearl.

Attracting investment
In acldition k) thc strong c.ononric basc

in lletei, locrrl govcrnment has stepped rrp
cflbrts to attra.t outsidc invcstnrcnt. Oflir:ials
.1rr proud k) ()lc lhnt recent iov('stnrenl
pn,nrotion crcnt, hrld in 5h.rngh.ri. Bciiing,
( iu:rngdong, .r ncl clsewhcrc in (lhina havc
lrclpqd wo,v mdn(rfircturers to I lcfci. Hefc'i
.tl'r, rr.r..trti. inJivirlual. arrrl,rrg.rrizations
tlrat successlulll' bring investnrcnt into the
citv rvith cash.'l hc Provinciirl qovcrnflenr
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has arranged trips to lapan and South Korea for
local businesses seeking lirreign partners. Local

oliicials report that overall, new investors are

most strongly swaycd by Hefei's low labor costs

conrpared lo m0re-dcvtlrrPed.oastal regions.

Greater Hefei has two national-levd econom-
ic developnrcnt zoDes.'l he Bconomic and

Technological l)cvclopment Area, founded in
1993, is home to a rangc of heavy machinery
and consumer goods nranufacturers. The New-
and High-Technokrgy Industrial Development
Zone, lirunched in 1997, tircuscs primarily on

serving electrical appliance manufircturers
Foreign investors with signi6cant Hefei

investments include Atlll lnc., the Coca-Cola

Co., Mitsubishi Heavy Industries Ltd., Sanyo

Ele(tri( Co. Ltd.. Unilcvcr plc. and Uni-
President Enterpriscs Oorp.

Transport links
and other difficulties

Iir support suslirirrcd caott()Inia gr()h'th, gov-

ernmenl al all lcr',.'ls will ncecl to spcnd ntore on

transportnliorr inliistructur{:. l herc is curlentlv
no true hightlity helrvcen Ilcti'i and Nanjing, the
capital rrf neightrorirtg liangstt. Sincc Nrnjing is

a nujor porl lirr llcfi'i inrPorts and c'xPorts, and

thc sitc rrl the Lhtr'st irtlcrrr.rti,'n.tl .rirf,'rl il i\
an importrnt link frrr tirrcign invcsk)rs. Yet the
Ii0 lrtr tril' t.tn t.rke .r p.rirrttrl .ctcn lr,,urt in
traflic, and rvilh no direcl riril Iinc bctwcen the

cities. trains lrc rr() Inorc cotlvcnict'lt-

Thc rai[vav situ.rtiotr shoul,.l improvc
markedlv in a lirv vt'ars, as conslruction moves

toru'ard on thc Nilrriirlg'Xi'nn rililroad. Th. ttro-
track N;rnjing-tltli'i rcction ol lhis linL', which is
targcted for (o,nplction l)\'l{x)7, \rill redu.t- rnil
travel tinrcs l)ctwccn lhc.ilics lo ai litllc irs {5
minutt's.

I\Iost lirrcign lril(ic irrto rrld otlt ol llctei is

processed thlottgh Shtnghai or Nirnjing Foreigllr

nran!rfitcturers i11 llcli'i rcPort custonls disputes

with ofllcirls in Shlrrg,hli, who tcncl to treat

Hclii-lt.rrcJ trl:rIrtrl.l!lurlJr\.ls Irwcr pri, trit y

than Sh.rrrghui-lr.rsc,l I'r',,,ltt.cr'. (,,rlrl'irtric'
tend to hnvc li'rvcr problcnrs wltcrl filing.us-
tonls registrntions in tlcli'i it$ll,l)ul thcse kinds
of proae(luril issucs, conrntrrn throughorrl
rnl.trtrl (.hin.r. rent.rrrr.l (r,n(carl ti'r li'reign
inveslors.

Hefei and the
Yangzi River Delta

Iiclei rvouli likc to rcap the bent'hts of
Yangzi llivcr I)eltl (YItl))Erowth its llluch as

possihlc, but it is rcally only I s.rlellitc city in the

region. At ncnrly 5(x) knr lronr Shan6lhai (about

the d'stancc lionr Ncw Yrrk Oitv to tsuttalo), thc
trip is not ir vilblc conrnttrtc, With such geo-

graphicll limitrrtions, Sovcrnrncnl irnd inclustry
leaders vicw the Ytll) Prin)rrily xs a downstream

Helei Anhui
90 change
over 2002

o/o chango
ovor 2002

Heleias
% ol Anhui

Populotion 4.5?million 64.1 million 7.1

Beal GDP Y47.78 billion +13.3% Y397.32 billion +ll3% 120

Expo(s 31.82 billion +21.1% S3.06 billion +24.9% 59.5

lmports $1.20 billion +50.8% $2.88 billion +66.5% 41.7

Source: Heler [runicipal Govsrnment and Anhui Council tor the Promolion ot lnlernational Trade

market lirr local grxrds lnd a continuing source

of investment into lletti.
Perhirps eqtally important to firms already

set up in thc YRI), Hctei is establishing itself as a

maior gatew y to th. o4 million people of
Anhui-and to othc'r inland l(rcales Present cost

and gcographicll tundunrcntals support such a

role, and t{ctii's rich hiritory as an e.onomic and

political center also bodcs rvell. With continued

Sdvernnr('tll :'ufPr)rl,'j5pc(i.lllv in hoosting
transp(,rtJlii)n infr.tstruelure and in fosterlng

tier'mnrkct condilions, Hefei rvill [recome

increasingly visiblc as a hub in the heart of
(lhina. i

Hefei lnfrastructure Spending, 2oo3

Transporlation lnlraslructLrre Y]0.54 billion
Hefei Links

Eloctronic l\,'tachinery and Equipmsnt Y10.50 billion

Telecom and Electrical lolrastructure Y6.10 billion

Source: Hel€r Municrpal Covernment

+15.4%

Utilized FDI 5390.51 nrillion +4.1%

Source Anhui Council for the Promotion of lnternational

Trade

Top Five Sources of Foreign lnvestrnent, 2OO3 ($ million)

Helei Anhui

l. Hong Kong sr39 60 l. Hong Kong s424 77

2. Virgin Islands S3B 78 2. United Slates $114.94

3. lJnited Stales s32.33 3. lJnited Kingdom $87.78

s7 79 4. Virgin lslands $80.73

$7 65 5. South Korea

Source: Helei [,'tunicipal Govornment and Anhui Council for ih€ Promotion ol lntornational TIade

H.lri oovolopm.nt 8nd

PlrIning Commi$ion
www.hltz.hfic.gov.cn

H.l.i lnlormatiol l{ot
www.hfic.gov.cn

Anhui hv..tnent lnlo J{.t
www.china-anhui.com

Anhui Burrlu ol Conmotco
www.ahmoltoc.gov.cn

Arhui St!liEtic! Bursau

http l//a htjj.8 h.g ov. c n
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Hefei and Anhui Economic lndicators, 2OO3

Anhui FDl, 2OO3

Contracred F0l $1,023.67 mrlllon

4. Auslralia

5. Canada s67.90
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FOREICN DIRECT INVESTMEN'I
DURING THE REFORM ERA

YASHENC HUANG

Selling China: Foreign Direct
lnvestment during the Reforrn Era

by Yashsr0 Huang.
Ncw York, NY Camhridge [JniveGity Press, A)03.383 pp. $$ hsrdcover

1fr,,,,r.r, .rD.. ll\ rtt\(nrnE rll) tn ln!.
t 1,,r. l.rltt', h.rr l,cln ,ir. *."",..,
V,,"a,1,,.,,t.r I(,rclgn drrc(t r rl\'c\r-
nr(nl (l'l)l) J rdllg J(\L'l(rprn$ ((,UIltna\
($.1,16 billion lronr 1979 ro l(X)l) and.
sin.c 199-], hns l)ccrt thc se'contl-largest
rcrilicnt of |l)l in lhc rvodd aficr tlre
Unilc(l Stntcs. lh!'se liscinating hgures
cl:pict (ihinLr irs one of thc nrost populnr
invcslrlrcnl tlcstinatirrns in thc wrrrld
Whilc rnln,v cclcbratc (ihina s large l:l)l
il)sorI)lion irs D uDprccedcntcd ilchicvc
ntcnl, a lortc rrricc.tsks: s,hat causes such
sulTsl.rntial l:l)l inllos's? \\'har is thc rolc
ol l l)l ir th, ( hincsc crononrr ? \\'hv
r' ouU crpirnrliog oPportunities crcatcd
hv ( lhin.r's r.rpid ccononric grorvth lnd
political statrilitv.rppcnl ro li,rcign
inr(\lor\ l]r(,rc tll.ln tr, (l()l]]c\ti( 6rn1\;

'lhcsc arc thc qucstions raist'd in
.Sc/iirr3 (-/ri;rrr; l:or(k,t l)ircLt I t't'stt,1L, I
n tht lili.rn / tr. lhc.rrrtlror. \rshcrrg
llrrang, a llarvarti Ilusiness School pro
lcssor, proposcs an Uncooventional per-
spcclivc on lrl)l in (lhin.r: high levcls of
li)rcign iovcslnlcnl rcsrrlt, in lrart, lionr
thc wrnkncsscs rnther thitn thc strengtlrs
ol the ( lhine'sc cconorrtr,. Llncler itlentical
nracroccononric conditions, such as nrar,
ket sizc and lou, llbrrr costs. he argur,s,
whclhcr n r()untrI' rcccilcs rrrore or less
I I tl rr'l.rtir c t,, rlrrrrrt.\l i( in\ c\t t('nt\ i\ .l
tirnction oI thc rclativc .on]petiliveness
,rl lrrrci!,n lirrrrs rer,us tl,r tc:ti. firnrs.
llascd on this insight, Hrrang's central
cl.rim is thal lrl)l o$s into (lhinil
bcailusa ol lhc !rnaompctitivenr,ss of
( ltinc.e lirrrrs r.ttlt(.r tlt.ll thc (i,ntPcli
tivencss o1' firreign oncs.

IIuang uscs whlt hc cirlls an "institu-
tirrrr.rl lirrrnti.rtirrn t'r.rrncw,rrk lo cxll.tin
unusuill (:hincse lrl)l pittterns.'Ihcsc pnt
terns in.ludc itn unusually lrigh ciepen-

Iirrns lack rcsourccs and prolrertt rights
sccuritr'.

Intcrcst ingll', whilc cntrepreneurial
rlonrcstic firnrs havc to ccrlc part of their
ccluity tontrol in exchangr, t'or venturc
c.rpital and lcg.rl Pro1cij1i1yl1 in the form
ol l l)1. the .r,ircls rhrrt irrctiiiicnr 50l s

hdvc blrilt rrp ovcr thc ye'ars arc ideal tar-
gc'ts Iirr lirrr,'ign invcstors. As. result,
soorc lil)l has ljnancccl lhc orvnership
transfi'rs ol cxisting asscts tronr (lhincse
(onlrol to lirrcign (ontrol-! de facto
pri\,.rli/ntion pr()ccss. l his is no doubt
thc nrc.lning ol tlrc book's lille-tltal thc
"sclling" ol ( lhin.r is thc unr,\ itting out
conrc of S()1.-s' l-lilrrrc lo cnpitnlize on
Ihcir privilcgerl trertnlcnt.

Ilu.tng .r,lr:rit. th.tt I I )l inlLrrrs brrng
bt'ncfits to (lhinLr, bur claims, "FDI is not
tha ()nly ()pli()l] kr:rchieve econontic
growth ancl rclirrnrs." lle' then ptrsits, "lf
privrrtizarion oi S()lls had bcen politically
feasiblc, or il privatc cntrcpreneurs could
hrvc obtainctl liolncing to lirl6ll export
contrircts, nrdny ()f thc bcnehts currently
associate'tl rvilh Il)l could havc bc.en real-
izecl with a krwcr lcvcl of Fl)|." Huang
rcconullcnds llrat "n l)cttcr economic
strit.gv" r!() ld bc to privatizc SOEs and
rcntor'c coostrainls on private 6rnts.

llunng furthcr suggcsts th l China's

Fr.r(lu.rli\l r(li'rr .lr.rtcgr'. u hrlc p,rritirc
ovcrall, eoulcl l)c nrorc rllicicnt $'ith
Iitstcr privltiz.rtion. Hc suggcsts that
(lhincsc policvnrlkcrs havc not endorsed
l llrgc scalc l'riv.!tizntiotr str.lteliv
bccausc lhcy rvlnt to prescrvc, not clis-
nt.r|rtlc, s,,ii.rlisrrr. Ihc iJct'l('g\ thrl l,ri
valc cntrcprenr'urs nntl cirpitalists change
the.olor ol thc so(i.llist stat. lllily haill-
pcr lillth('r nction. lhc solution, hinted
irt by Hlrntrg, is to tikc l)cng Xiaoping's
finrous aphorisnr-"it does not ntatler

56

SELLING
CHINA

:t .'.''-

4h
H#

,$'

Ir
.>-

tu
-fr

il44

d('l]c!' (nr l]l)1, n sharp risc in FDI intlorvs
varsu\.1 prraipitous drop in contractual
allianccs inclrrrling cxp{)rt procL'ssing and
assr'nrblr', l:l)l'r tkrnrin.rnce in China's
l.rtror-intcnsivc anti cxporl-oriented
industlics,.rod thc uhitluitous presence
ol li)rcign-invcsl.d cntcrprises (FIEs)
across ( lhina.

I Irrang's irrstitutional foundation
fr.rnrsvork cnrphasizes ir'rslilutional
inrpcrlccti()rs thrl nllrnct huge Fl)l
inlLrws. lhcsc intpcrli'clions comc fronr
lhrce lirnd.rrcntul problc'nrs in (ihina's
.corronr\,. I-irsl, (lhin.r's linrncial svslent
,rllor.rtes ('hlr.r's lirr.rrrri.rl .rnrj ei,rnolrrir
rc\ourLc\ l' thc lc.r.t elh.icnt hrmr-
r,lJlc otrncd.ntcrpriscs (S()[-s)-\\hilc
d('nvinE thc sanrc rcsourccs lo Chinl's
c.,,rr,rtrtit.rllr rtrr'.t clli.ient hrnrr 1'1i
vltc tlrnrs. |nlrcprcnr:urs have to resort
lo Il)l li'r c.ifilnl. rvhich partiallv con
tribulcs to thc hcavy reliancc on FDL
Sr.contl, (lhina's political and lcgal sys-

tenrs ollcr prxrr protcction to private
cnt.rprisc.'l llcrcli)rc, privilte lirms ntay
scek to hccorne Ijllls k) ol)tirin bctter
lcgal protcction. Antl third, (lhina s

ccononry is subslantilllv fr;rgrnentc'cl, a

clircct rcsult ol thc political hierarch,v
anrong lirms, rr,hich placcs S()Es at th.
top and donrestic cntreprencurial 6rnrs
rt thc l)ollont. lhi:, li.rqnrenl.ltion
reduccs donrcstic capitnl ntobilitv across
rc'g,ions antl constrains thc, grorrth ancl

in\'astnrcnl options of clomtstic firms,
thus provitlinr opportunities ftrr FDI
across (lhina.

'l'ht . Lrrrrul.ttivc eflcrl ('l thc eiononlir
ancl lcgrl tliscrintination ngiinst etficicnl
lncl cntrt'1rrencuriirl rkrmcstic 6rms is a
pe'rvlsivc lack ol- contpctitivcness ilt
Olrina's corprrratc scct()r: SO[.s ilre bcsct
w ilh internnl inclliciencics while privatt'
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Beyond Tiananmen: The Politics of
U.S.-China Relations, 1 949-2OOO

by Robed L Sueftinger.

Washangron, 0C:The Erookings lnslitution, 2003. 556 pp. $39.95 hardcovor

I nr(,1.\\(,r ()rr.(j Llcr.r rbed to rrrc

f I ir'r"t L \ t.hrn.r rcl.rtir,rr. ir. trkr.

FI"".,,.rk. in.r [,.rrrl,r,' tttl'c." lhc
snakc continuousll' slides through, rvhilc

cvcry now and thcn squcczing itscll'

through incvitablt' tighl s1rtrts. l hcrc

.ouldr)'t be n l)clt!r dnrlrg| to dcscribc
bilitcrnl rclnli()ns.ls portralcrl in Rrrhcrt

1.. Sucttingcr's llclt.ltl l'inntme n: lltL'

P(rilr(r o/- U.,s. -(-li,id R.irrr)rj,
t939 )UN).ll.l)egiDs bt rtrountinB lhc

cvcnts leading u| to thc'lianannlcn
St}rIrc rnassitcrc on Iurlc 4, l9lJ9, whcn
"lhc Lhitcd stJtcs nnd olher \Vestcrn

countrics recoilctl fionr (.hinl in horror
incl disgust." I Ic thcn t.tkcs the rcadcrs
thr,rugh c.r.lr irrtfdrl.tttl Iltrt) in LIS ( hrn.l
reLrtions lionl thnt fatcfirl tlal r.rntil tltc
cnd of the (llinton Adnrinistr.rtion, rclitt-

irlS h,,h'nr.rrv ( S.rnLl l'l{l . p,'li.t Jcii'
sitrns wcre thc outconrcs ol_ conlplcx
intr.rgovernnrcnlal prroctsscs.

srrcltingcr.rl\r' (l.lJll' lltc lsrr iorrtl_

tri('\' irrvcl(rrt( (l.rn(c lt. lw. cn erlr.tttg,c

nrcDl ind ddlrntc. Presidc,rl Ceorge l{.W
Iil\h initialcd contact \vilh (-hiDn inrnre-

di.rtely ftrlkxving Iianlntntn, and itticr
recciving ln lgrcenrent tr()nl (lhinn, scnl ir

sccrct L'nvov oI LJS dip[nnitls to l]ciiin8,
rvhilc thc rcst ol-thc Lhitcrl States s'as

Property rights, and iust .tbout aov olhe'r

topic relntcd to US-(lhina relations.

Sucttingt'r hinrsclf occasionallv surllccs tcr

.lrirrc a l':chirr,i-the-.icrres l,'rrk.tt clipI,
nrntic rclitti(ms $'ith (ihina liom his <lays

nt thc Natt)nal Sccurity Oouncil, rvhere he

rvorked as an intelligencc ollcer lirr three-

lncl a-hllf 1cars. Inclrtrling nrorc of his

pcrsonal cxpcricnces would havc becn

intriguing, but doing so would hrve'

skc$cd cor'e'r.rgc of thc aentral issucs thitt

dclined thc US-China rclatbnship.
Aside frorn giving us.tn insightltrl ancl

tlear Iook at the not-so'black-and-u'hite
issucs ol tliPlrrnracy'bctlvccn thc United
Stltes anci (lhirra, Sucttingcr irgucs th.rt

conllict hctwccn thc two aoLlntrics is nol
ino itablc-tvc'n lrcttcr prospects li)r lhe

lwcntv-6rst acnturv's single mtlst inlPor
tirnt bilatcrrrl rclationship lie ahcad.

Ourrently, the US-Ohinn relttionship is

tlrt't:est it has been in veitrs. ls thc snake

nearing thc cnd of the banrboo trrbc, or
xrc we jusl sli(ling snl()()thly ink) lhc next

tight spot?
/)oris Critt.

0oris Grage is research assistant at the CBR

rvhcthtr the c.rt is rvhilc or blirck, as ltrng

as it catchcs nrice"-and apply it to lirnr
orv n crsh ipr.

.sdiirrg (-'irrrra should bc reconrnrcnded
kr scholars ancl practitioncrs inlercstcd in
China's politic.tl ccononry. Il provirlt's an

innor'.rlivc rutrl rigrrr,rtrrlr .trgrtetl an.rh.r'
with important inrplications both for
scholars and policytrritkcrs concerncd

rvith Chinn's a()rltinLrctl econonric rcfirrm
clfirrts. Such it thought-provoking book
will surcly spark hot dcbatt'over (lhina's

rcfirrm ntrclcl as the countrv lirliills its

.onrnritnrcnts k) the W'l().

-Yia.g 
Ilrrang

Ying Huang rs a doctoral st!dent at lvlichiqan

State University.
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TianannenBt:y1.
l{r )lll tl

r rll.lr in 
^rr]E 

r 9.e. rlxa

r \LI t ltN(,rL

outraged. A li'rv,vears litcr, the Clinloo
Aclnrinistration's hard line on hunran

rights threltcnt'ti to rcvokc (lhina's l\lost
lavored Nation status in 199.1. In I996,

It(ijing renctc(l intenscly whcn lnitvnn
I)rcsitlent Lcc le'ng hui vi\ited thc tJoitcd

St.rlcs, and b!'gnIr PeoPlc's l.ibcratirnl
Arrrrl nar';- and air fbrcc drills on au

islancl irr thc'laiwirn Strait,75 nrilcs liont
'lliwan. Prcsirlcnt Iiang Zenin rvrs lhc
tirrt (.hinese prcriJclll l' rn.lke J \l.rl( r,rsil

to thc Unitcrl Stntes in 1997 iollorging a

ll-ycar ,lap. 
'l lrese arc only a lerv ol tht'

conrplt'x and conseqrtential tlele[rPnrcnts
in LrS Chin.r rclations rlctirile<i in thc
book.

'Ilrc Iack ol trlnsplrcnc,v surroLtnding
govrrnnrcnl dccisions in (ihinir irrrpctles a

LorrPl(tcl\ b.rl.rncc.l l, urk .rt tlipl,rrrt.rir.
,\lthorrgh rvc d,r n()t ktlr'\v th( (.hirr(\,1

govr'rnlrtcnl's cxnct dccisionmaking 1,ro-
(.\5. sucll ingcr fro\ iJc\ \trt)n8 .ltl.ll\ \is

liorn.vailahlc rcsour.cs t() giv.'a llir
irL(,,Llnt,rl lll( c.l(h L.rlllllry'\ fer\P((li!(.

li )nntl l'itt't,uut,,'t t.ttishe. thc irrrios
in'of readers intereslcd in the Politicr'
lrehind wc'afons sales to laiwan, hrrnran

rights in (llrin.r, Clinton's campaign
linance scanclal, the [Tonrbing of thc
(lhincse enrh.tssv in Belgratle, intr'llcctual



Privatizing China: The Stock
Markets and Their Role in
Corporate Reform

/\ nc ol the key ingrcdients ol cor',

I I norrt( r(li'rnr in ( hin.t h.rs lr< crr

V,n".,"r",,,r'rr(.r ,,t J \e(rrr rrru\
nrilrkel. IIcrc indivicluals. lnd institu
tiorrs suih .rt lrlrtsi,,rr tirrrtls.rntl irrstrr.
.tttre tontl.tttir'.. iatt inrcrt rheir lirrrdr
li)r loDS tcrnt returns, ancl listed conrprr-
nics can providc an exit strategy lirr
invcstmtnt lrankers or r;risc capital to
cxpand tht'ir operations.

L-xcept iirr a ic\v ntonlhs in thc cnrly
1950s, Chinr hird no stock ntarkct to
proridc capitrl k) Chincsr cntr-r|riscs
until 1990. ()n.c thc post-1978 ()hincsc
linanciirl rc'firrms bcgalr, hrxvever, thc
neecl [or capitirl grew, prrticularly lirr thc
litrgc statc owned entcrpriscs, bul illso lor
ncw cnterpriscs startecl in thc'wakc ol
thcsr'rcfirrnts.'lhus in 1990. stock nrnr-
kcts rvere cstr[Tlished in Sharrghai .rnrl
Shcnzhcn, ancl (lhinir strrt.d listing conl-
panics overseas in 1991.

(lhinesc stocks havc lrccn intntcnscly
succcssfll, raisirrg ntore than $60 billion
il irrtcrnlrion.rl \h'\k olti'ring\.ln(l Sxi
billion in (lhin.r's t*,o dootestic stock
markcts. Bul (lhina's listctl comprnics
tntl rnarkets, likc othc. rc.crt (lhinese
linancial rcfirrrrrs, deveLrped with
''(;hirrcse charicteristics" that set thcnl
ipnrt lion) thc expcricnccs of nrost olhc'r
sk).k markcts in the world. Iust horv llr
apart is skillfullv anall,zccl lnd thorough,
ly rlocunrcnlcd by (lirrl Waltcr ancl I:raser
Horvic in thcir new book on Chinir's
stock rnarkets, l,riwti.i,t! (:hi,tu:'l h.
Strrtl ,\y'urlict-r irrrr/ Tirir Rol. i (.trrltot'rrte

/lc/onrrs.
lloth Waltcr''s irnd llowie's dccacic-

long expericnccs rvorking with fin.rn,:ial
institutions in (lhina cnahled therrr rrr

locate and nrarshal hard-lo-lind soLrrccs

to devclop thcir anllysis of stock nrarket
doclopnl!,ot in China. 'l hev also gath-
cred inlbrmation fronr (lhincsc rcsearch
groups and fionr thc Wcstern-educJtcd
( lhinesc in[ovrtors who pushc<i to estab
lish (lhina's stock cxchangcs in Shanghai
irnti Shenzhen.

'lhis h,rok sh,ruld lrc rtquir,:ri rr.rJinE
li)r dnv l'rotcntial invcstor or lind olilnag
cr intcresterl in thc "(lhirra conccpt" (irnd
t'ho could nr)l be intcrcsted, ns (lhinir
l,ril herotncr one,,1 llrr. wrrrlJ s r'rottomic

Porverhouses?). Walter and Howic
<lrscribe "priv.rtization rvith Chinesc
.har.ruteristii' lnrl rhorr rvh.rl tihina's
rrr.rrkets liriL: t ruly priv.rtizctl (r)ntl.lnie\.
llrSc rrumbers of privltc individuirl
invcstors, and ficedonr tiom thc kind of
ntisinfornalion and nr.rnipul.ltion that
olien charactcrizcs ncwly establishcd
rrrnrkcts.

'l'he corc ol thcir book, a revision of
thcir 199() wr;rk on thc cxperinrcnlnl
state of (lhinl's stock nrnrket, '1i) (;.,1 lli.lt
is (i/oriorrs, gives stcp-lrr'-step and in
ticftlr answcrs to the various qucstions
that nn inqoiriDg invcstor shoultl ask:

llrrv did (lhina's stock nrarkets dcvclop?
\\'hat is thc rolc of rcgulakrrsT llorv lre
shrrc orvncrships de6nrd'i How arc stock
olicrings prckaged? ow ilre lhc listed
conrpanics chosen? [low manv rctnil
inlcstors itr!. buving (lhinese slrarcs? Horv
lrr'(ihina's markets scgntcntcd? Whni trre
th. factors th:rt crextcd x l0-,vcar |rng
hull markct? Anrl, rvh:rt ntav happcn over
lhc n.xt l0,ve.rs, particularll in light of
(lhina's Wrrld liadc ()rganization
(W'lO) cntr)'i

Sonre of thc areas nt)t cot'ered l)!,thc
aulhors include skrckholclcr rights in
irlrr)l)irnv Bovcn)Jn!c. .r lirller crpl.rrr.rtion

lirr Chinir's bull markcts. and morc
dctailed discussion oi how (lhinese char-
lcteristics could possibl,v cause Ohina's
linatrcial nlarkets lo fnil iD thc lirlure.

Ycl lh( ir)li'rntali(,n Wirltcr illd Howic
provide is invalurble, including a detailcd
chronologv of the dcvelopmcnt of
(lhina's stock markcts, n set of uscfill
tables, and dehnitions of the rrlphabct
soup ol agcncies and policies nssoci:rted
with Chir)csc stock nrarkets.

Potential retail investors in (lhinese B
shares, or nranagers ol lirreign lirnds

fl.rnning to be.onrc "qualilied foreign
institutional investors," will find rhis
cxccllent b,,,,k indispcnsable. Wc hopc
lhc,ruthors rvill updJtc their Look in
nnother li)ur veiirs lo shorv thc cttects
(lhina's W'11) entry has hird on (lhina's
stock markcts.

-Stcphen 
C. l'hot.lr.ts tnl Chet Ji

Stephen C. Thomas teaches Chinese Politics,
and Chen Jiteaches Finance in the College ot
Business, at the University of Colorado at
D enver.
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by CarlWslter and traser Howie.
Singapore: John Wiley & Sons (Asia) Pte Ltd., 2003.296 pp. t27.95 sofrcover.
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Being Chinese:
Voices from the Diaspora

Shanghai-lmrn \\'ei l)jno, prolcssor ol
Arinn Studi!'s nt Norlhcrn Se.lttle
(irmnrunity (irllegc, probcs tlrc
rcsilicncc' of (lhinesc cthnic iclcntitv
nn()ng thc intcrviewees despitc lheir
bcing raiscd in vastly dilferent culturcs.
I)).ro writes of the gLrbirl search firr idcn-
tity within tht'Chincsr: diaspora. Her
book is an irsightlul glimpsc into the

livcs of 2.2 [rrrr.t'i, or pcople of (lhinese

descent, living irr corrntries liorrr
ALrstrillin k) Zimbnbwc. I)jno's portrnynl
cxpl()res how the /ttrayi conccl,tLralize
rhcir Chinc'c iJentitv an.l rls rn(l(len
dcnce from cthnic Brouping. l)ido's use

oI the word "iclentity" is not k) l)e taken
in thr'stricl acadenric sc'rrser ralher sht'

uses it to cn(ompass whlt shc tt'rms "thc
L'motionul richness" of being Ohinese.

Shc linds thit this richncss hJ:i roots
inlcrrvov.'rr in the ethnic, politic.rl, and

cullr.rral dinrcnsions ol being ()hinese, yct

this itlt'ntity incorporalcs stlcctive
lspccts of Ohincse culture atrd is thr,rs

highly individualizccl.
'lhe h,r,k ,'Perrs with .r ct,nrprcherr'ivc

histor,v of cntigrirtion from nrlinlancl
China and looks into thc political, eco

nonric, antl rcligious rcasons lirr thc cxr>
dus. The st'cond part of the lxxrk, entitlcd
"Vrices fronr the [)iaspora," fcaturcs a

serics of interviews with peoplc descended

liom Chincse rvho crlrigrated bctweerl thc
()pium \\'ar (ltl,12) irnd the t'statrlishmcnt
,rf thc Perrplc',. Rcprrhlii in 1949. In th.
third part ol the txrok, l)jao clamines the

overlapping oI thc cr.rltrrral, ethnic, ancl

Politiial clirrrcrrsi,'trs,,l heinB t hine'c in

thc diaspora, irnd concludes that cthnic
idcntitr', as cvidcnct'd in h('r sul)ic.ts, is .rn

issue that dctics concisc classilieltion.
l)ino's intcrviews rcvcal thc tlichoto-

nrv bctser'n ltru peol,lc actu.rlll live
r"r(.rl (rrllrrr().rnJ h,)\' lhrv lccl lher
ought to livc ("irlcrl" crrlture). Shc allorvs

h,.'r subjects to delinc ultal il nrclns kr be

Chincse-rvhcthr'r throLrgh eth nicity,
languirge, or social positiotr. [)j.to
cxplilins th.rt lirr nrrnv of thent, ( lhincsc
idcntitv is l rclcctivr'onc at hcst. Shc

cxplains th.rt, "...bcing (lhinesc is n statt
ol nrinJ rrrtl ,r li'clrtrg. lhe scrrtiotcrrt i.
nt tinrcs vi!i()()u5,:tt other tinrcs [r;rgilc,
and quitc olicn decply strstainins to
thosc who licl it. Such a ltt'ling is not

iingoistic nltionalisnr, for it transccnds
political allcgirnce." i\lanl ol thc book's
vigncttrs l',oirrt t() conlinunl tlsc ol thc
Chinesc language, lilirl l,ict), i 5trong
rv,'rk clhii. .rrrr.l lx lict rn l.rte. /i'rr.t .Irri
( gconrancy), ilnd trnclitionll rrtctjicinc as

dislirrct nrarkcrs of thcir r'thnic idcntitv.
( )rr( 

',1 th( n1r,\l lr\.ut.tlint Pr('61c. i\
that rrl liry (ihlrng, r Zintbabrvc.trr-bortr
(ihincst, rvho currcntlv works as the
clircctor of ctlucittiotr lirr thc Llnitcd
Natiorrs (lhi[.1rcn's I]Lrnrl. Sht'spcaks of
hcl brcirk u'ilh lridilionnl expcclltiont
and slcreot!'pc\ of (lhincse wontcn kr
pursuc her cducation. (;hung s.lys th.lt
rvhilc shc consiclers hcrsclf morc cultur
alll Zimbabrvcarr th.rn (lhincsc, she ti'e'ls

thnt thc (lhincse nroral valucs lnd strong
rvork cthic hcr parcnts ilnbucd in het'

hlvc contrilrulcd kr hcr succcsslirl clrecr.
Scveral of the ,frrral'r I)jao leaturcs arc

of nrixcd lnccstry, atld sonrc nrc ir few
gencrirtiol:, rcmovc(l frorn Chin.t. \tt
rr.lnv ('l lh(rrr.lchnc tlrcir r,'.ial rJtntitr
as ()hinesc. LLrileen Springgry ol lndia

explnins that dcspite thc tnct th.it hcr
qrant-Srlndnn)lhcr rvJ\ r)ot Hatr (:hinesc,

sht rvas lrom (lhina ancl (lhincsc in that

all of hcr descentilnts usr'cl Chincse'kin
shig, t.'rnrs. Nalascha ()hinque' o[ (iinath
points to hcr intcrest in /i,r.q Jlllri :tnd

Chinesc philosophy :ts stcmming liom
the h.t thal shc is thrcc'cighths (ihint'se.

llcirr.g C'lrlrrt'sc is a goocl sociologicirl

ovcrvicrv ofsornc of thc aspects of
('hir(\c ( lrlluru lh.ll h,rrr' , rtdurcJ .lc.l'itc
thr ih.tnging . rrltur.tl itritttttrlattr lr ,rl

thc sul)jccts. Ihe n]ost poignnnl nspecl ol'
thc hrr,,k is th.' io(liti(lu.ll e\anrirr.rli(,rI
and irrtcrpret.ltion of rvhitt being ( lhinesc
m!'irls k).'ach lrcrsorr Protiled. Ilcrrt.q

C/rirrrsr'is an informutivc introduction lo
dirrpor.r'ttrJics lirr.r!.t(l(rni(\ Jr)d \ttl
tlents of Chincsc culturc.

-Slll;.nnon 
()tttrai

Shannon Conrad is an inlormation specialist

focusing on China and'libet in the East Asian

Rese6rch Division of the Voice of America.
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by Wei Diao.

Univeisiry ol Arizona Pre6s: Tucson, Arizona,2llll3. 322.95 paper. 2il0 pages.

hy do ethnic Chinr'sc considcr
thcmselves (ihinesc no m ttcr
where thcy were raisr'd?



Sales and lnvestment MABCH 16_MAY I5, 2OO4 Conpiled by Doris Grage

The following tables contain racent press repons of business contracts and negotiations exclusive of those listod in previous issues. For the most
part, ths accuracy of these roports is not independently conlirmed by the CBR Contracts denominated in forsign currencies are conv€ned into US
dollars at the most rscent monthly rate quoted in tho lnternational Monetary Fund's lnternational Financial Statistics.

Firms whose sales and other business arrangemBnts with China do not normally appear in press reports may have them published in the C88 by
sending ths inlormarion to the attention of the editor

Abbrevialions us€d throughoul ton: ABC: Agriculrural Eank of China; AD8: Asian [)evelopmont Bankt ASEAN Assocration ol Southsast Asian Natjons; AVIC I ond lt:
Chrna Aviation lodunry Corp. land ll; B0C: Bank of Chinr; CAAC: Gen€ral Admrnistration ol Civil Avratrofl of Chioat CATV: cabls tslevisDn; CBRC: China Eonkang
Regulator! Commision; CCB: China Construclion Eank; CCTV:Chana CenralTelevrsion; C08i Chrna Development Benk: CDMAi code division multiple access; CEIEC:
China National Electronics lmporl snd Expon Corp.; China Mobile: China Mobil€ Communications Corp.; Chana Nstcomt China Notcom Corp. Ltd.; China Bailcorni China
Railway Communications Co., Lld.; China Tol6com: China Tslecommunications Group Corp.; China Unicom: China united Telecommunicaions Corp.; CIRC: China
lnsurance Regulatory Commission;ClllC: Chins lntsmelionslTrusl snd lnvestment Corp.; CITS] China lntsrnationalTravolsorvice; CNOOCrChina Natronal otlshors 0il
Corp.; CNPC China Nslional Petrol€um & Gas Corp.; C0FCorChina Nalonal Coresls, oils, and Foodstutfs lmport and Export Corp.; COSCoT Chrna Ocean Shrpprflg Co.;
CSFC:China S0curities Fegulatory Commission; DSL:Digital Subscribor tine; ETDZ: oconomic snd technological dsvelopm€nt rone; GSM: Gtobal Syst€m fo; l,ifubile
Communication; ICBC: Industrialsnd Commercial Bank o, China; lT: inlormatron tschnolo0y; LNG:liq0ified natural gas; Mll: Minrstr ol Informslion lndustry; [rOFC0M:
Mioistry of Commetcei M0ll: memorandum ol understandrng; NA not availablei NoBC: N6lional Dovslopmenl and Eetorm Commission; NORINCO:China North
lndustries Corp.; PAS: porsonal access systemi P80C: Psoplss Bank ol China; Pstrochina: P6troch,na Co., Ltd.i RMBr renmrnbi; SARFT: Stato Admiflrnraion ol8adlo,
Film, and T6l6vision; SEz: spocial sconomic zons; SIN0PEC: China Nstional P€trochsmical corp.; SINOT8ANS: China Nalional For€i0n Trad€ Transponatron Corp.; UNOP:
unit8d Nations DevelopmBnt Programj SME: smsll and msdium-sized entsrprisej WtoEr wholly foreign-own€d enterprise

SunSystems Union Holdings ttd. (UKl

Sclc.t(rl h\ Sino l.il( lnruriin.( (.r). l.ltl.lr) Irri)f idc ilrr.ln.iJl
nrxnig(nr.nl.05/(ll.

CHINA'S IM PORTS

Eldels ltd. (Australia)

\\bn ortl.r liont \urh()u \ y (;roul lo suf|l\' .l,000 d.rirr .or\ r,

$1.7 nrilli0n. (u/0,1.

CHINA'S INVESTMENTS ABROAD

Xiniiang Chalkis Co. [td.
llought 55qJ ofConserves de Provenae SAS in Fran.e lionr its parent

company,l-e Caberron, and will supply thc resulting ioinl venlurc \rith
preserved tonratocs iur packing and distributkrn in llurope.04/04.

CHINA'S IM PO RTS

INVESTMENTS IN CH INA

CSR tld. (Australia)

Signed tirur-year lcase wilh Nanning Glass Faclory for use of irs

6berSlass insulation manul'acturingplant in Nanning,(;uangxi.
04t04.

BASt Shanghsi Coatirgs, a division ot BASt AG (Germany)
(:hoscn bv l)on{1"1 D! jil(}lor (.o., l.ld., il ioinl ,'(I]lurc bll$c.n Nis\rn
l\1olor Q)-, l.l(1. rnd l)r)ngl(ng Nlolor (i)rf.. k) 5upIlv Irinr( rs,

hr\..oJt\,,lnd.l.rr.otl\ lirr clr bodits and lrunrpers lirr lh! i()inl
ycnlurr's na$ t)hot iD ( nrrngdolu.lll/().1.

INVESTMENTS IN CHINA

Kia Motors Corp. (South Xorea)
t{ill irrvcst in Ihc constrLretion ol'.r eirr plirnt in lilngsLr thrrrugh its

ir)rnl t.Dlur., l)(rrg,i'r)( \'Lrcdi Xix Ilolors, to producc sprrrt-utilil\
rehirlc's, cars, rnd st'tl.rnr'. S6{5 rnillron. {)5/(I

Ferrari SpA (ltaly), Wo Xee Hong (Hong Kon0)/Poly
Technologies Corp. (Beiiing)

Iornrrd joiIt vcnluru, l.crrxri i\iilscr.rti (l!rr5 lnl( rnrtir)nill Irrdilrll,ltl
rnrlorl. rrr.rrkrl, d'!tr l)ulr..rnd pror itlc tr,:hnii.rl sul)forl li)r Ferr.rri
,rod \liscr.rri (irs. {){/o l

Hino Moto.s Ltd. (Japanruiangsu Chunlan Group
l\r.rl,1ish.(l iornl ycnlurr'ro mrk( rru!k\ in \rn iilu. I l.rl,.rnrill,o
l)R{ :i(1",,) il ll 9 ntil|o .1)l/01.

Key Safety Systems. lnc. (US)fYanfeng Visteon Automotive Trim
Sysiems Co., Ltd. (Shanghai)

lirrrn.d ioirll v.nlut(,\Jnlcng Ka\ iLrlornoli\'( S.rlit) S)l'trnt\ (.o.

l.trl., t,r Licsiqn, dcvcl,rf,.rn.1 supplr r.rlitIsr.t.rrrfroJurl\.0+/{){.

Piaggio Gtoup (ltaly)/Chongqing Zongshen Motorcycle Group
Ir)rrrrrd ir)i l vclturr l.oshln Zongshtn Pilggio lUotr)r.vrl.(ir l.l(l
in(,Lr.rnqdont,l(i nrr[.\i,roler.rnil hilh rnJ rnl,tora\,Lle\.i]9tl
rnilli(nr.0{/{11.

Sherwin-Williams (US)/Shanghai Xinlita Chemical Co.

l-ornrrJ joinl \'.nlur.. \h!rl\ iD-\\'illrnr\ Linlit.i ( o.. Lrri., r0 nr.rk.

nulr) |ninl. $8 Irilh(rn.(l l/lll.

CHINA'S IM PORT S

Architocturo, Construction & Englnearing

Agriculturo

Accounting
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Automotive

OTHER

Bourgoin SAS {France)/Shandong Laidong Diesel Co. Ltd.

Siqn.d lrtlcr of iolcnt to tirrrrr r ioint aorn pickcr pnrrlLritiorr

.ornprn\ .rinred il (.hiIr'-\ donrcstic ntilrlcl.0;/l)1.
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GAE lnc.lCansdal
Rr.rived orddr fronr Chinn soulhern Airlines li)r Embraer ERI I45

fl ight sinrulator. $ I 2.6 milliurt. 0l/04.

Deutsche Lufthansa AG (Germany)/Shanghai Airlines
Iirrnrcd cotlcsh.rring l,rrlnar\hip li)r .oofcrrtin{ on lrrquent lha.
r)ilcs.0,{/01

OTHER

Sumitomo Electric lndustries Ltd. (Japan)/China Dongleng

Motor Gorp. (Huhei)

Ii)rnr(J ioint \cntur. irr Ilui,,hi)Lr, (;urng(lonq.l() nrr[( u rr.
hrrntsscs lirl clrm.rkcrs. ( lrp.Ii;5lrri, I'lt{l:.19r',,). 0l/(I1.

Vantec Corp., Sumitomo Warehouse Co. (JapaIl
\\'ill l;nn ioinr \'cntLrr( irr \\Ihrn. Hrh.i, to olli r iutr) Iurls
dislrihuti(rn \(rvicc\. (ll/0{.

Behr cmbH & Co. KG (Germany)/China Dongferg Motor Corp.
(Hubei)

lorrrr.d ioinl \(nturc, l),u!,l.rrgllchr lh.r,itill S\d.rrr\( o.l.ld..rn
!\irh.rn. l(r fro(iU...ln(l rn.rrk.'t copp,:r/hr.rrs.rrril.rlunrrnunr

rildr.rlor\ hrr lru.k\. ((;{rnrirn!:50%.1'l{( i50'ri ). {).1/(1,1.

Eaton Corp. (US)/tAW Jiefang Automotive Co. Ltd., 8 suhsidiary
ol China FAW Group Corp. {Jilin)

I,rrrn.J ioirt rcrrtLrr.' | \\\ Lrt,irr Tr.rn\nrL\\iorr ( r. l.lJ .lo lr(trlLr(r
lrilnslr]issiol' lirr (nfrnrcrairl \rhialr\ rrrd brrscs 0l/{ll.

Toyota Motor CorF. (Japan)/China tAW Group Corp. (Jilin)
Eslirhlishcd irn enginc nr.rnul.rcturing ioint vcntLrrL', [,\\\' lo\'(rlr
chrng!hun l:nSire (1). l-td., in (.h]ng.hun, )ilin. ( lalxtt:5(l'1,-
PR(.:51)i'ii). $85 nrillion. 0,1/0,1.

TBW Automotive JV LIC (US)ffAWEfl Automotive P8]ts Co. Ltd.,

a subsidiary ol China tAW Group Corp. (Jilin)
l ornr((l i()inl r.ntur.. I I{\\ l ,\\\'t li ( r'rnnrcr.i.rL \ehi.l. Slttrins
((lhr g(hur)) (1). l-l(l.,lo ririlnulictLrr( xnd scll .lcering tclrs Irr thc

.onrnr.rarll \.lli.l( rn.rrkcl. l).1/r) l.

OTHER

0aimlerChrysler AG (GermanyyBeiiing Automotivo lndustry
Holdirg Co.l-td.

SiSncilrlroicet frol,os.rl h)nr.lnull.lur.II.r((dcs-llcn/ (,-( lr\s
rnd l]-(.hs\ \c(lirns ir) Itcijirg. I)5/0{.

Cummins Westport lnc., a ioinl venture between Cummins lnc.
(US) and Westport lnnovations lnc. (Canada)/Dongfeng

Cummins Engioe Co. [td., a ioint venture between Dongleng
Motor Corp. and Cummins lnc. (US)

SiSlr.(l \l()l l0 nr.tn0l.r(turc n.rtur.rll,r' clgirrt. rn \i.rrrSlin. lllrhci

0.li 01.

Fuii HeaW lnduslries Ltd. (Japan)

Sign.d dislrihution irgrccnrrnt rith li-l)oig,'lirtriinS (;roup l-t(l. in

lhngsh.rn, llchci. antl \hengh.ri lutornotive lndLrslrl Srl(\ Corl.lo
scll il:, Suharu-bran(l l)ilssan8cr aars. 04/0{.

Volvo Group (Sweden)/China National Heavy Truck Corp.
(Shandon0), ChinE tAW Group Corp. (Jilin)

Si$nctl .rSr.cnrtnt t,r i,,irnh ot\ n cngin( fn\ltr(ing Il.rrrl.
(Sw!(l( :r1",, l'jR(.:18",,).Sl00rDilli(,n.0-l/(1.1.

CHINA'S IM PO RTS

Credit Suasse tirst Boston (Switzerland)/ClTlC S€curities Co.,

Ltd., china ciedir Trust co., Ltd., lcBc
5rilrrri igr((nrrnl lo \caurili/t lr)rll(rlirrol llll nlilli0n In
rronpcrli,rrnin" rn.1 p0orh f(rl;rnrirg Io.rr\. l)1/(ll.

Deutsche Bank AG {Germany)/Merill Lynch & Co. (US}

llir.J .rl,)n! $ irh ( hinr lnlrrn.rlr(rn.rl L.rlil.rl ( ('rP.1,, urrd.r\\ filt S 1

brllionshlr,:,rlicringlirr llUh(i br\((l l)ongl(ngllolor( orf.(ll/0.1.

e8worx Bhd (Malaysia)

\!hn .onlrJ(l lrolr ll irxir Ililnk in ll(iiin!llo inslall rligital crr:dit

nr.lnxscnrrnt s\'sl(m. S1.58 n)illirnr. iIl/(1.1.

Merrill Lynch & Co. (US)

llircd to undcrwrit. the initiil Hong Long \tock olliring oi (lhinr

frxrcr Intrrnrtional lkrldins l-ld. 0l/04.

INVESTMENTS IN CHINA

Hang Seng Bank (South Koroa)

A(quircd lb"u ol l.L|i.rI bascd lndustrial ltank (lo. l.ki. $:0t1.5

rrrilli('r). (11i (),t.

US P.incipal tinancial Group lnc. {tlS)/China Eagle Securities
Co. Ltd. (Shenzhen)

S(l ulioinl lLrnd nr.rrr.u.nrrnl.onrf.lll).Sl00rlillirn) (LI5i.il"i,'

l,i( :r';'!,) o l/o.l

OTHER

Shinsei Bank. Sumitomo Trust & Banking Co., Marubeni Corp

Uapan)/ClTlC Group

S( l ul) inrrslrrrcnl lu n(l to hrlI lap.tn(.s( aorrrp.rnics rnl.r lhc (.hincsc

nrrrk.l.05/0.1.

Asia Payment Systems, lnc. {US)/BBiiing Sunkart lnvestment
Managemenl Co. ltd.

Siqrrcd iU()tl l() in\( sligatc aonrnrlrr(ill.le(hnicirl.Intl lcgal issuts

rrl.rtcJ t,r l.rLrnihing.r \ ll' ,:.rrtl stn'iic lirr irctlit cJr(l rrr,trl(l.l11/0.1

Standard Chartered Bank IUK)/China Expon & C.edit lnsurance

Corp.
Signrti urttnrrnt trr r(1er (\lorlr:r\ (rr:dit in\urrn(a ar)terr{a .lnd

trx(l(,irlJnaing sar\ iacs. 0{/l),1.

Ame.ican Express Co. {USYICBC
Agrcctl lo r'sue i\nrt ri n l]\l)rcss (r(\lll airr(l\ in (:hitlx.0]/lll

Airbus SAS (Fmnce)

liccrivcd ordr.'r Irorn ('hirra Southcrn Airlincs {.o.l.k1.lirr 15,{.ll(ls
rnd \i\ .\.1lq. S l.l hillion.01/(l{.

Pemco Aviation Group, lnc. (US)

Chr)s(0 hl' llJirlilo,\irlrn('s lo.onrerl l0 fnss(nscr plitnas k) arr8o

phnc:,. $2{ ruillion. u/0{.

CHINA'S IMPORTS

Banking & Financo
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Aviation/Asrospaco
The Carlyle Group (US)

Ol)r'\rd rrr rnh.L'in \hinghri 0l/(ll.



OTHER
Road Xing lnlrastructure l-td. {Hong Kong)/Government o, PBC

Siqn(il xn irgrcunrnl lo rnindgc.rnrl of(r.rt. lhc lin8shrn. lirniin
lixprr,sslt.rv in llcbci. (ll)nS Kong:.16ili, I'lt(.:55r1,).9l.tl nrillion.0 l/0,1

0bducat AB (Sweden)
Rcccivtd,rnlcrs lirr nrnoilnprinr lithoqr.\rhv slstcnrs llrrl Jilin
L;nlyrrsitl itnd ll(ijin8 Llniv.rsrlu l)-l/(1.1.

t niversity ol Noningham (UK)/Wanli Education Group
li,nrrfJ iornl \ rntu(, uIi\(r\il\, rn lh(ii.lI,.l. {){/(ll

CHINA'S IMPORTS

CHINA'S IM PO RTS

LurgiAG, a subsidiary ol MG Technologiss AG (Gernany)
\\i)n.onlrx.l lionr (;NOO(.'KirShorrd(-hc i.al l.ld,ljoinl !.nlur.
bctrve!'r] (1N00(i, ]long Nong-[xsed Kingborrd Chrmical l.l(l.,lnd
lhr (.hinil Nrtion,rl Ii'.hr)i.rl Inrfrrrt .iDd I:rlorl (.orp., to builtl a

nrclhanolpl nl in ll i0rn. $9(l nrillior).05/01.

INVESTMENIS IN CHINA

8P plc (U()Altl0PEC
SiEncd ngrc.nl!'r)l to huild in nccli. ncid phnt in NLinjing,lidngsu
( tr(:50t,. t'l{C:50'\,). 05/01.

Borden Chemical, lnc. {USyUVlTech (Hong Kong)
lirfln.d toint rcnturc, l]orrlcn L'\ (I.rtin$r (\hrnSh.ril ( o.. I l.l.r{)
nr.rnulr.lur( .n(l rDxrkrt rrrltings.rnd rJht'sivcs lirr lih.r r)l1li(i,
(ii{itrl nr.(li.r, in(l olhcr.rf llli(Jl irnrs. 0.1/(l I

Borden Chemical,lnc. {US)/Asia Dekor Holdings Ltd. {Hong Kong)
I ornre(i ioinl rdrlurf,l\r.r l)tkor (ll,nt Kr,rrr) Iirrrlrn (lhrnr.rl ( r'.

Lld., tr) huil(iu lonrrlldchvJr and i[rir.uiYc rcsin\ D]rnulJ.rurinq
l.r.ilil\ iI (iu.rng(Inrg. 0l/(H.

Milacron lnc. (US)/Jiangnan Mould & Plastic Technology Co.

ttd. (Jiangsu)
l1n'nra(l ir)irrl \cnlur(,i\lilr.nn l'l.rsti.strll.hin.r) (jirngvirl)(r).,
I trl., t0 nrlnLrhcturc ln.lsr ll injccti,rn nrol(iing nr.r.hina\ li,r flxsti\
.orrrpl'rr.Il\.(L Sr;l)L'r-lill( :.ll)(r, ).(Il/1){.

Mitsubishi Chemical Corp., Mitsubishi Corp., ltochu Corp.
(JapanVClTlC Group

\\'ill Lnr i,)int \.rlurc ir) lhcjinrrq l!) lrn)(lLr(( lcrci lrthrlie.reiri lirr

lollc\l(rl.rlil(\.(,rpan'(rl)"-l)l{(:101',,).Sl(1.8millirnr.l).1/(1.1.

Mitsui Ghemicals, lnc. (Japan)

hsrrblishcd subsrrlilr,v, l\lilsui (.h.n)r.;rls l)lirsti. (irnf oun(ls
(Zhon8\htln) Gr., l.ld., in (iLrilngdortg. to prrxlucc irnd sell

poli pr(T,vl.n(' itukj nril.ri.rls. 03/0,1.

Mitsui Chemicals lnc. {Japan}/SIN0PEC
signcd nrrcunenl t(, builtl .r plrnt rn Shrngh.ri to pnrtlucc hrsphenrrl

A lirr poivirrhonrtr lhstii n)anulrf luriIu.l)1/01.

OTHEFI

Degussa AG (Gemany)/Chsngchun Jida High Pertormance
Materials Co. [td. (Jilin)

Si{D.d (rceorcnl lD devclrp, pnxlucc, and nrarkrl hiFh-l.nrp.raturr

folIm.rs.05/0.1.

INVESTMENTS IN CHINA

ProLogis (US)/Shanghai Northwest Loqistics Park Co. Ltd.

Ii,r nrf(l oinl rurlrrrr d.\il,)lrin{.r Ji\lril,ulLrr lr!ilin in \h.rrrgh.ri

t)lrr.l.

Mitsui0S( Lines, Ltd. (Japan)/Sinotrafls Ltd. (Beiiing)
Isllhlishr(ltoinl \rrlurc.\inrnr.lr\ \l()t.5hilping( o.,l.kl.,h.r\cdlr
(,u.rn!rh,nr,lo tr.rn\lorl(.I \. (li|.ll:.lt)oi -l)li( :51",,) 58nrillion.0.l/l)l

CHINA'S INVESTMENTS AB R OAD

tlextronics lnternational (Singspore)/Hisense Co. Ltd.
(Shandong)

I:,)rnr('J i(,inl r( IlLrrr |).rrrcnthlr i0ior'l'\' rcts i IILlngrrt: (II/().l

INVESTMENTS IN CH INA

Global exchange Services (US)/GhinaECl{et

lVilljointh dtvcIrI lntl r'stlblish In clcr:trrnic trirn\ir.tir)n cx.hrngc
ionncctrnt cleetronirs nriorrli(turar\ to hurrr\ in (.hrnr Jnd irbnr.ki
(1.]/0.1.

lnterchance Ltd., a subsidiary ol lnvestl{et, lnc. (Canada)

l{rcc(l lo r.qoir( lll0rr0 ol eorrlprrlcr syslcurs inkqrittion Irril
l)u\in.\\ !)lution\ i(nnl.rrr\' Sh.lISh.ti l)Sl (.on)lLrt(r'1i.hn('lo!\ (-o.

l.rd. o.Vo.l.

Sumitomo Microelectronics Co., Ltd. (Japan)/SVA Electron, a
unit of SVA Group Co. Ltd. {Shanghai)

li)rnr((l riinl \ ( llu r., \\ \ lhLriin lliirorltitrlrriir ( o.. LtJ.

'1.'1.,r,. r' l'lrr \"",,r \'- rril ',,r rr1 r''

OTHER

Xybernaut Corp, (USl/Beiiing CyberNet lnstitute
\\'illcng.rgt in ioint rtsr.rrih .rnd marketing.rctilitics rcl.rttrl to

nxrbilt/wr:rrablclrrnpuling, anrl will lirnl.r resclreh lnd
rltvtkrl,rntnl institutc eorta.ntrilirrg on nnrl)ilc^{errlhl..onUulinl
\rlutiorrs lirr thc rncd iL crllrrl irin nr.nt, i n(l SorrL'ft) orrnt \e.lors.05/Ol

Advanced Micro Oevices Inc. (US)/founder Group (Beiiing)
Signed NIOLl to nr.rk .nrl scll Fourrrler-buill cont1rUlcrs hilscd on

A\11)'s 6{ hil I ro.cssor\. ( ).1/0.1.

Chcmicala, Petrochomicrl!
& Relat.d Equlpmrnt

Dirtribution, Logistics & Rolatod Servicet

Education

Eloctronic3, Hardware & Software
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INVE ST ME NTS IN CHINA

Times Publishing Ltd., a unit ol Frsser and Neave Ltd.
(Singapore), Hong Kong lnlomedia Capital Group Ltd,/China
Uriverssl Press & Publication Co. (Beiiing)

I orrrl(.(l i,)int !rIturc. ll.iiins t'Iircr\il linrcs (.ultLrre l)c\,(IlrpnrLnl
(.r., 1().rl)lorc oIforlunilic\ li)r (1.\'(l(,Irrrnl iln(l proriurtion rrt

iultur.rl .rnr.l crlu..rtion.rl hooks .rrrti mlttri,rls lirl, sJl( in ('hini. (15/l)l

CHINA'S IM PO RTS

Tandberg Television (Norway)
Sc.urcd .onrir(tr\'ith Shxnghii lntrracri\'. TY to pnrvidc tligital
clblc and vidco cquiprrcnt.03/0.f



Motorola, lnc. (US)/Datang Mobile Communications Equipment

Co. Ltd.

Sign.(l 11(lLl lo,levclol.hi|\r't \r,lulions li,r thc I l)-S(ll)Ilr\
inli.r\lru.lur. rrilrl.l. (l.l/l) l.

0kiEloctric lndustry Co., Ltd. (Japan)/China Electronic Systems

Engineering Corp.
\'!rr,1l.rEr((Ir(rrl I,, rrurle,rnLlrllrrr,,tr,,rr lr.trrrt rrr,,rrit,,rirrl
r'r,luli(,ns to thc ( hir)c\t rn.rrkcl.{)l/l)l.

Sumitomo Corp. (Japan), Savola Edible 0il Co., [td. (Saudi

Arabia)/Shandong Xiwang Group Co. Ltd.

Ii,rnr.d joiIt vcnlurc, shirrldong \ir!ilng Srvolir ()ils tlnd l irts (i,. Lld.,

in \hirnJonl, to nrirrkct .uri rrJnulr.lurr .orn oil. SS nrilli(nr.0l/0{.

LSG Asia GmbH, a subsidiary ol LSG Lufthansa Service Holding
AG (Germany)/ Guangzhou Baiyun lnte.nalional Airport co.,

Beiiing Hua Zhuo lnvestment Msnagement Co, [td.
l.(,rnrcd ioinr \ rnturr.rlcrinS l.railitr, ( i(ungi,hr)u Bairun

lnlcrnirlionJl ,.\irport LS(, Skv (.h( l:s {1). Lld., in (,!ran8/hr)r'.1 Ilxivtrn

Inl(rnirlionrl trrlort. ( ( ;l]rnrnnY:l{)'\,- l}ll( :;0'\,). {).1/0'l

Metso Papsr. lnc. (finlandl
Recrived ordcr lron Yanzhou Sun Papcr (]o. Lld. in Shandong kr

supplv a p:rprr finishing line. S19.1 million.05/04.

Merso Paper, lnc. (Finland)

Rcccivcd order from UPNI-Kymnrcne ((.hrngshu ) Papcr lndustry Co

Ltd. in JirnSsu for lap.rrnaking machinL'parls.()4/04.

Merso Paper, lnc. {Finland)
Rcceivcd or,lcr firr;r tissuc produalinn nril.hinc liom Ilcngan

Ik)lding (i'. Ltd. in Anhaizhcn, trujian.0.l/04.

CHINA'S IM PO RIS

CHINA'S IM PO RTS

Centor lor lnternational Health {US)
sign!'d rgrcement !vilh the glovcrnnrent ofShanghailo provid.

training.rnd terhnical assistancL to upgrade lhc city'.\ cmergency

m.di.al r!'sponse. 03/0.1.

CHINA'S EXPORTS

The Elsctricity Co. 1 lvielnsm)
Signcd contrn(t wilh Yunran ll!'(tricil)' (i). to pur(hase 40 MW ol

powcr04/0.1.

Mitsuhishi Hoavy lndustrios, Ltd. (Japan)

Rcitirr'd or(lcr tr(rru (ihongqing YLrlodl l:nIironrn(rntal-l)rolcclirni

Groul Co.,l.ld. to dNign rn.lsupply components ollrvo lirrge-scrlc

Iluc grs,lcsullurization r\'\lenrs to hc inslrllcd rt lhc Cuiri Powr:r

Plrnr in li.rngxi.{)5/l)1.

Alstom SA (France)

W(n conlril(t lionr lhe Thraa (l()rg.s Inl{nriltionill 
-ltndcritrg (i,. l.ld

tu supplv lirur turhinrs und Scnrrrtors. S 19i.6 nrilli(nr.0.1/(1.1.

Gamesa Corporacion Tecnologica SA (Spain)

R((ciyrd orJrr li)r ll \{intl turbinc\ irun \ingri.r He.lri( I'ow,rr (i).

$6.32 rnillirrn. 0-]/01.

GE Energy {US)
\{on conlra(l lo nrfplr thrcc turl)inc-uen(rxlor scls lor Liuhong

Hrdro|oNrr Stalion rn Si(hurn. 57.8 nilli{nr.0-1/l) 1.

Mitsubishi Hesvy lndustries, [td. (Japan)

Rcrcivcd orilcr liom l)irtrnq IIan.htng No.I Powcr Plilnt (ir. t-td. in

Shlinxi lar r Iluc gxs dcsullirriznlion svstcrrr. 0.1/01.

INVESTMENTS IN CHINA

UnivBrsal Communication Systems. lnc. lUSl/Jiargsu Yangtse

Petrochemicsl Co. Ltd., I division of Petrochina
[onncd ioifil \'l:nturt, Shrnghai (irochcn Inergr lichnolrgr and

l)rvclTnnenl Co. I td., k) nrrrkct rir/wrtcr nrrchirtcs lto,.l systtnts,

end tJtvtlrr|, scll, rntl dislribul(' \ol.tr pxocls.0J/0.1.

Greenwind Power Corp. (Canada)/China Link lndustries Group

lnc.
I-ornrcd joinl vrnturc to rlcvr:krp rnd opcrlte a rvirtd lnon on l)itishln
lshnd in 7hciia08. 0.1/0.1.

CHINA'S IMPORTS

INVESTMENTS IN CHINA

Sullai. Corp., a unit ol Hamilton Sundstrand (US)/lshikawaiima-
Harima Heavy lndustries Co., Ltd. (Japan)

Ii)r nled ir)int !.nlur. t{) (lcsign, nr.rnulicturc, rsstnrblc, scll, rorl
,( I t i(r (( tr rluqJl , r j,,Ill,r(,vn \ in li,tn{{u l,,r rxf('rt. (,l/r) L

OTHER

Wiiays Baru Global Berhad (Malsysia)/Changyuan Sptaying
Products Co. Ltd. {Guangdong)

sign!'d \l()L dlt.rblishin! l joinl !cnl(rc lirr il.onrnr.r(i.ll ind
in(luslrixl llhers husincss. 05/01.

INVESTMENTS IN CHINA

Beiiing Dontsu Advertisirg Co., Ltd., a subsidiory ol Denlsu lnc.

Uapan)/ Shanghai tilm Group Corp.

li)rnrcd ioinl vcnture, S|S Denlsu Mcdir & llnlcrliinnranl (lrouf,tn

prr)\ rdc opcrrtionil sullnrrt Ii)r I Shitnshni nn)\'ic ahnr]ral.

( lrIan:49')i, PR(l:5 l([,). ()1/{)4.

INVESTMENTS IN CH INA

Anheuser-Busch, lnc. (USl

Acquired 16% stakc in Heilongiiang-based Harbin Brewery GrcuP

Ltd.and will acquire majorit),stakc, includinS SABIliller plcls 29.4%

shrre. $271.5 million. 05/04.

Aiinomoto Frozen foods Co., Lile foods Co. (Japan]D(iamen

ldeal Group Co. (fuiian)
I ()rrncd tornt vrntLlrc to r)firrrtc r l;o/en vrqelilhlr pl.rnt in tirii.rn
( lirtrrn:70"i, l'R(l:.10'li,) (11/{),1

Food & Food P:ocesring
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Energy & Electrac Powei

Forattry, Timber & Paper

Healthcaro Servico3 & lnvottment

MachinaTy & Machine Tooh

Modia, Publithing & Entert6inment



Canadian Silk Road Eesources lCanadayGansu Oinqi Minerals
Co. Ltd., a subsidiary ot the Gansu Eureau ol Geology Minersl
Exploration and Development

\itn(.(lrn.rqr(.nrirnl l1)lointI crfIrrcrlld lroslr!l\ il("rn\Lr.
((.xnr(lx:7(|',, I)R(.: ill'o) 0 Vi).1.

NHN Corp. (Sourh KoreaySearainbow Holding Corp. (Hainan)
Iirrnrr:Llonlirrr l.rnrr's trrrnt \.Itur.. ( )1rr(;.Ir( 15\ft' I Id i\oulh
Korcr:5(1r\, l'lt(.:5{)'\, ). l),1/(Il.

CheilJedang Home Shopping {South Korea)/Shanghai Media
Group

|ornrL J honr,:'hr4.pirg ir)i|l \rnlLrR ro d.\'LIrf ].l.hoLrr horrr
r'hofIin{ l \' .hrnrr('l (\oulh K rrr:.1()'!, l']l{(.:5lr',,). \l0 nrilli(nr.

0.1/o j

Viacom lnc. {US)/Shanghai Media Group
li)rnr{d joirl vrnlur. lo prl)dLrer (lhin.se h|gu!g. !outh irnd fuhli(
h.allh f rogr.rDrnlins. (l.l/0J.

Viacom lnc. (US)/CCTV

5i8ncd igrir.nrent t(, olli'r lr)ulh pn,$ nrnrirt!r)dIll\/lll)s
inlirr))illivt p(rHranrnring rnd cvcnts. ()l/Ul.

INVESIMENTS IN CHINA

Royal 0utch/Shell Group (the Netherlands)/SIN0PEC
h)rnrcd joinl \.ntur. r(' dclrlop st n icc st.rtiols in jirns'Lr. (th.
Ncthcrhnd\j10,,.1, I,lt(.:6011) ). $l(10 nrilliorr. 05/0.1.

Energem Pet.oleum Corp. Ltd.. a subsidiary ol Diamondworks
Ltd. (Canada)/Cf{PC

SiSl\\l I I( rL' lo lirrnr (\l.l,,r.rli,,n.rrtJ lrrxlrr.liorr i,,lrtl \ (rll u rr ir)
'\lrl, .r (1.1/lll

r,THER

Medicines for Malaria Veniure (Switzerland), 0xlord Univeisity
(United Kingdom), Sigma-Tau SpA (ltaly)/Chongqing Holley
Share Co. Ltd.

\ign.J .orrli.k I Io l)rorrr(,t( n(\\ .rrtinrrl.rri.rl nlc(li( rJrr nr.rnulrr'lur((l
l)r ( hrngqins ,k)ll.\ \h,rr( I o. I l(1. in Sl!,h.rl nrrrk.lr. {).1/()l

OTHEA

Singapore Computer Systems Ltd.
\\i)D .r)rnrucl Ironr lleijing li)ngren ll)slilxl ro dcsiqo rnJ
intplcnrcnl soilwilrc xnd IT scrviccs, nunrgt projccts,rnd pnrvidc

nriinl(nrn.r lar thcir ne\\'\r in$. Sl.l rrilli(nr. (U/t[.

INVESTMENTS IN CHINA

Bracco spA (ltaly)/Shanghai Sine Pharmaceutical Go. [td.
Iornlcd ioint ycnlur.lo pr('Ju.r rnd nrrrk(t diigoor'li. inr.r$ing
systnrssuch.rs \ rnvs,ntitgncliaresr)nirn((..rnd ullr.rsourrtl svsIt:nrs
( It.rlyri0"r- l)lt( :.10',,). 0l/(U.

CHINA'S IMPORTS

INVESTMENTS IN CHINA

Stellar Pacilic Ventu.es lnc. (Canada)/Maying Gold Mines
(Henan)

l onnad i(,irrl vrnlu( lr.ra(luir( nen rninin{ f r,)l,crtics.rn(l d.\eI,lr
rrr,:,li.rrr ,.2,:,1 r, ',1 rrIr.n., lr..rr,'r, ,,I " I

Mechel Trading, a subsidiary ol JSC Mechel Steel Group
(Bussia)

\ign.(i .r prolo.ol ol int(nt $ ilh Zh.iirng Ilrl(ritll lrr(lLrnrir\ (iroul
i)r lh( llnlg-l(rnr sul,l.l)' ol slr.l.hxr(hvxr.',rrr(lirorr,r't.orr(rnlr.ll.
05/01.

0xiana ltd. (Australia)/Yunnan Geology and Mineral Resources
Co. Ltd.

I ornrerl roltl crflor.rlror jrnnl rtrnllrrr in sl'ulh(.l5lr r \uIIrn.lIl/(r I

OTHER

See Hup Seng Ltd. (Singapore)/China Nstional Fisheries (Groupl

Corp.
\igrrerl \l{lL to lirrrrr toirrl \(nlur.li, r(lrrr.rnd rnrir)l.tirl ( hin.I

N.rtirrrr.rl lishL rirs'lishinS Jn(l r.lxl.!l suplorl \(|'s(|'. (),1/{)'1.

Mitsui 0SK Ltd.. a subsidiary ol Mitsui & Co. (Japan)

\rLn! J l0 \ (rr !,inlrr! l \\ ith \lrrn\h.rn lr,rn \ St(rl (.o.. I l(1. tn

r\r]hui to frorrill]lr.rn\lr)rt (, 5(l{),0(10 lon\ |( r rcrr. {).1/(Il.

Mitsui 0SK Ltd., s subsidiary oI Mitsui & Co. (Japan)
\ign((l l0 \..rr.()nlr.r.l rrirh \hanqh.ri llr(,.t(tl (,r oul lo tr. t\l)r,rt
rr,rl i)r. ln)nr ljr.l/rl lr) (.hiI.r. (l-l/{ll.

Total Automation Ltd. (Singapore)/C0SC0 Shipyard Group Co.

Ltd.

SiEnrd \1()L lo tirrnr t{)int r(I]lurc, ( tISLO \hip\.rr(l li)trl
Aulurliltion (-o. Lld., spaciirlizing in rcsscl rcprir rntl nrlnulicturing
.lnJ t.lling clr!lroni( rcss.l aonlR,l \\,\trnt\. (SinIrlor.:.1{)'\,.

IrR(.:()()o,,). (ill0.1.

OTHER

CHINA'S IMPORTS

Modicrl Equipment & Devicet

Motal!, Minsrals & Mining

Pharmaceuticals
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Potroleum, Natural Ga3 & Rolrted Equlpmont

Ports & Shipping

CHINA'S IMPORTS

Rio linto lron Ore (Australia)
Signed 0 l0-year iron ore supply contract of up to 7 million
additionaltons per year with Shanghai Baostt'clGroup Corp.0.l/04.

Minco Mining & Metals Corp. (Canada)/N0.2 Exploration
lnstitute ol the Gansu Bureau of Geological Explo.ation

I ornrcJ ioint r enturc t,r trpLrrr' irntl ilcr c[1, rl, rltl 1]r,i((ts in (,xnsLr.

l).t/()1.

Mitsui Engineering & Shipbuilding Co. Ltd. (Japan)

lieceivcd onlcrs ironr Ihlirn Ncrr Shipbuilding tl.irrr Induslrv ( o.

Ltel..rnd Sh.rnghli-h.rscd iludong lhorrghu.r Shipl)!ildins ((;r(,u|)
(}.l.trl.lirr rir rnarinc cnginc\ fi)r '1,150 l ULi.onliin(,r \hiIs.{)3/0.1.



CHINA'S IMPORTS

Singapore Technologies Electronics Ltd./Guangzhou HeartlY

Teamco lnlormalion System Engi[ee.ing Co. hd.
\\hn conlrii.l Irorn (;uiinSzhou NIclro Cort). lo d(sign, supply. instull,

ind imllrnrcDl .rn rutornxli( lrrc aollcali(nl s)'\ltnt lor (,lriiru/h Lr

iURI Lirr(1.$l l..lnrillion.0.l/l)1.

OTHER

Hong (ong MTB Corp./Beiiing hlrsstructure lnvestment Co.

ltd., Beiiing Capital G]oup

Signcd I1(lU lo d.vel('| x \uhI''rY lirrc in ll(ijio8.(u/().l.

INVESTMENTS IN CHINA

Ito-Yokado Co. Ltd., York-Benimaru Co.. [td. (Japan)/Beiiing

wangluiing 0epanment Store Group Co. Ltd.

I]\lrbli\h((l j,rinl r.rrlurr, lt(lrinB \\rng l Lr lin! \i'klJ,r (irnrnrtrti.rl
( o. I td., lo dcv(lot) sLrlcrmirrkcl op(rrtions in llciiing. (lrfiln:6()'\,'

l'lt( :l(l'\,).Sl.l nlilliorr {).1/ol

President Chain Store Corp. (Taiwan)/tizhu Group (Guangdong)

li)rnrc(l ioint !cnturr lo c:'llhli\h nririnli!1(l r)ullrtr' ol 'lii$irn-lusc(l

{ ( )\\,1I). .r .r)\rrrati(\ .rnd ph.rrnr.recutie.rl ehlin .rnd suhsidi.rrv rrl

It(\id(nl (.hJin 5toru (j)rp. ( liriwrn:65'fi, lrR(-:15'1,). $6.(15 nrilliorl.

0.1/{1.1.

UTStarcom, lnc.IUS)
\\hr .onlrx.t lionl Chini relccrrrn (irrp. to cxpand ilnd oPlinizt
nclrorks in Suzhou anri Trizhou. lirnltsu. Sll nillion.05/0'1.

LM Ericsson AB (Sweden)

Signcd .rsrcrnlrnt wilh Sichuan LJnicrtrn lo trpirnd its $ ir.lt5s (.1)trj,\

nct\orI in l(,\r-Jersil\ .rrexs. (ll/0.1

LM Ericsson AB (Sweden)

SigncJ rgrccntnt ( ith Sichur) Ilol)il. k),:xftn(l ils (;5Il n.lwork
anrl pnTrrc thr: rrctwork li)r lirlurc .1(i dcPlo,!nr{nl. {)4/01

Motorola.lnc. (US)

\\irn ionlrr.t lior)) 
-l 

Lrniin {irhlc to dcphl'Lligitrl .ibl(. {)-ll01.

Siemens lnlormalion and Communication Group, a unit ol
Sienens AG (Germany)

(-urnmissioned hr (-hinr II('hil.lo.rfrn il\ nelsork in '\nhtri,
ShLrnghui, Ind lheiiLrng. S-1h.6 ntilli(nr. ()1/(]1.

UTStarcom, lnc. {US)
Sign.d .(rrlrral trilh (.hinr Nctconr t,r ul.rnti it:' l"\S nctlork irr

Hiht i rrTi m illion. 0.1/rr1.

lBlttl Gorp. {US)
Signrd a (ontra.l with ShandonS Uni.om,a unit (rfChina Unicom, ttr

provide husiness intelligencc soluti rs and decisionmakin!i

as$islancc.03/04.

Lucent Technologies (US)

\\r'n .ontrr.l l'roIl Sh.rnghili j\lclI(r lo en)f[,r n(trrorking srrlutions

lirr l.in. .1. {)l/(ll.

Mororola, lnc. (US)

\\trrr .DDlrx.t lr(,m Chrng.hun CAI V in lilin, Kurrn)iD! (.AI Y in

\irnnan, irn(l Qiqihir (.dIV in lleiInr$jiang tr) rLrtr|11- brorrlband

inlr.istru.lurlr lc(hnolog\l 0J/0;1.

0y Nokia AB (Finland)
t\l)n (ontract lionr Na jinS Nltlro in ,iaofisu to sLrpply digitrl nrobilc

radiu r'qu4rmrnt and prr)vidt implcn)enllli(rn itnrj training strvices

ti)r thc urhiln r.lll s,vslcnr. 0l/(14.

INVESTMENTS IN CHINA

sK Teletech Co., Ltd., a unit ol SN Telecom Co. (Sourh

Xorea)r(iniiang Tiandi Group Co.

\\ ill .\tJl,li\h ioinl \'rIlLrrt, \L lirrr(li ltl,:eorn (.,r.. t-ttl , to lrorluct
nrohilr phorrc h.rnilstt'. Sll. I nrillion. 0.1/(il.

OTHER

i2Telecom lnternational, lnc. (US)/Chins Unicom
I.(,rnre(l lrrlncr\hil lr, \cll il Ileeorn voi.t r,rer lnlarlr.t Proll)(ol
prrxlucts t0 smJll rnrl rncdium-sizcd bu\in.sscs. 0,1/0'1.

Rocket Software 0SS Unit {USl/Unihub China lnlormation
Technology Co. Ltd. (Beiiing)

lirrniad rlliiln.( to di\lrilrutc.rnd rlevc[4r l,:lccorrr irnd iirtr_rrttwotk
s0il\\ilr( l11/{Il.

Syniverse Technologies. lnc. (US)/China Mobile
SiqIe(l aorlrlal to inrInNc rolrnring, clpirhilitics hctwttn (.hinir rnrl

\orth trn.ri(.r. (l.i/{) 1.

Huawei Tachnologies {Guangdong)
\\irn aonlrJal irom ll.rnrcrk.l l.rlarr.il in \\cdtn lo cxpitnd Lre.rl

hroidh.rnd ndt{!orks. o UOl.

lluEwei Technologies (Guangdong)

\\inr .onlrxal lirna l:nrhrrttl l)rlrli.ilr(oc\ SA in Ilrirril lo sullh .t

n(rl grlr(rilion nclwork plillli)rnl li)r l((ul t!'l('l)hr)rv xnd l)lil.
l...ss.(ll/01.

Huawei Technologies {Guangdong)
\\tnr aonlrr.l liom [lhi(Irirn lelccomn)uni.alior]\ Lr)rp. to !(nlstrLl.l

il\ \r irclcss (-l)tr1.\li)(10 n(lr\1rrli in .\ddis ;\habx rn,:l thne,,thtr
.irics. S I0 olillion.0.1/0.1.

]luawei Technologies (Guangdong)

\\i)n .onlra.l lionr r\ l$(rir 'li l.conr to l:onslru.l Jnd cxl)rnd lls

r! ircless ( l)lrlAl0U) n(trvr)rk in norlh(:asl .\lgcri.r. 510 rltillion.0-l/{) l

ZTE Corp. (Guangdong)

Sclccted b1' Llzhckist.rn.r Eir\l 'lirl((on lo dcPl{)v it lrrlionrl lnlcrncl

l).r(kbr)n. nrt\\ork. {).1/ol.

Alcatel Shsnghai Bell. a ioint venture between Compagnie

Financiars Alcatel SA (France) and Mll
\\i)n (onrr.t.l ln)m Shirnri \lolril.,.r ruhsrrii.tn ,rl (.hinJ \loirilc,l{,

c\|xnd und ul)!rrdc il\ cri\ling rrcluorks in sir .itic:' in Shirrrxi. S l0

nrillion.0i/(il.

CHINA'S EXPORTS

CHINA'S IMPORIS
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Rail

Retail/Wholesal6

Telecommunicationr

UTStarcom, lnc. (US)

\\iln aontri(l l'rorrr (lh inJ T.lccont (.r)rp. kr .\ptnd ntt$ork lntl
serIices to Ill oi iirngsu. $10 nrillion.0l/l){.



INVE STM E NIS IN CHINA

Esquel Group {Hong Kong)Zheiiang lnstirute o, Science and
Technology

lstlblishttl ZIS I fsqucl Lao- lrxlil{ l(cscar(h (.cnlcr kr rcscrrch rco
Ioitilc !rroductil,rr. ().I/(ll.

Sarei lnternational Co. Ltd. (Japan)/Ningbo Shanshan Group
\f ill lornr joinl \'(nlur. tr) estrhlish irpp,rrcl outlrrs lnd shops in

Shlnghriirnclothcrcititr.(lx|.rn:5lrri,PR(1t)r'i,).S.l.lrrlillion.u/01.

OTHER

[enzing G]oup (Australis)
0pcned .r brlneh oi6cr irr Shrnghai. (l.l/0.1

Marrion lnte.national, lnc. (US)

\iBncd r!r..nr.nr to nr.rnJgc th( holrl oi Shcnzh.rr Ilinnntr
Inrrslnrcrrl (:(). l.kl. in Shcnzhrn. 0.1/(IL

CHINA'S IMPORTS

CHINA'S INVESTMENTS ABROAD

Henan Guoii lndustry and Development Corp. Ltd./National

Tourist Board ol Sier.a Leone

Si(rrrJ joint !enlLrra .rtrccmcnl tr) constru.t x hotcl in l:ra.lo$ n,

Sicrra Ler,I]c. Slbo nliilir)l1. 05/l).1.

INVESTMENTS IN CHINA

Marrion lntemational, lnc. (US)

\\ ill huild tr\o hot(ls,Ih( Rrl/ (..irlton, Ir.itint rn(l ,\\' Ilrrrio(l ,jorrl

llci irrg, to hr: nr.rr.rqcd h! Ilciiirrg (iurrhLr;r l{c.rl F-srrr. ( i,., l.td. (Il/0{.

JAL Hotels Co., arfliated with Japan Airlines lnternational Co.,

Ltd.. (Japan)/Beiiing Capital Tourism Co.

li,rrrr(d ioinl !rnlurr,ll'l(; \ikko Inlurn.rtxrn.tl IIol.l \linrrl.tnrnt
(lr).,l0 ol(rrlc hr)lcl,, in Iicijins rnd olh(r.iti(\ \crvtd bv lrpan

r\irlirrfilnlrrnrrir)n.rl(.r,.,t.r(l (lr|in:j0r\, l,lt(.:i0,ll,).01/01.

OTHER

Tsxtilo! & Apparel

Tourilm & Hotelg

Private Equity in Ghina: Risk for Revvard
Continued frcn paQe 5l

cirpital lirr growing contpanics antl crealc exit
opportunitics lbr V(i investors.

of \{arburg Pincus, the dssociation has aboul 50
menrbers, including the Carlyle (iroup,
Newbridgc Capital, arrri Coldnran Sachs.

Oapital rrrarkct regulation and thc lcgal sys-
tem are rlcveloping, rtraking the landscape ntore
predictablc ftrr investors. In lanuarv 2003, thc
PR(: governnlerrt clarilied the Vcnturc Capital
l{egul.rtiorrs. rulcs g,r!crnil]!l priv,rte r(lrrity
investmt'nts (sec lhc (l/rR, )uly August 2U)1,
p.2{r. thorc change. pn)nt(rleJ rnve\ln)rrrl in
high tcchnology and addrcssed issues of capital
fornrltion, capital contribution, lnd lpplication
proccJurer. In .r(ldili()n, invc\l()rs arL' ('prirni\ti(
that the gradurl cmcrSencc of a proltssional
manrgerial class will help privatc cquiry lirms
build nerv [rusincsscs.

Lrxrscning capital controls and easing lhe
abilitv of foreign invcstors to rePatriate profits
wotrld be wclconre changes. Additional positive
steps, alrt'adv under way with thc appnrval of
Shenzhcn Stock lixchangc's sepirratc board lirr
small and nrediunr-sizcd enterprises, rvould be

to loosen domestic lisling requircnrer)ts [or
high-growth lirnrs. This would providc acccss lo

From high-risk plays
to rnature financing

Iror thc privatc econr)nry, V(: invcslors per
lirrm thc rritieal rolc ol allocating eapital to
cnlrcpraneurs wh() would othcrwisc bc trna[rlc'
to devclop thcir busincss.'s. Ilntreprcncurial
iDnovltion, in turn, t!ill :ilrcrlSthcn thc (lhitrcsc

ecrrnonrv. \t.l thc "high risk, high rorard" days
of(lhincse privatc c<1uitv miry bc nuntbcrcd.
J\lanl' nranagers sct an cvcntrrll prolessionaliza-
li,'n ('l lh( priv.rtc rqrrilr rn.rrkcl .ortring in a

fcrv ycars. 1hc ccononry is nrorlernizing arrd
trtore gkrtral firncls arc rrxrtinB thenrsc'llcs in the
c()uotry.'fhosc ti)rccs !vill evcntuilly crcalc sln
hilit v. rrrrtirl.rtc ri.l,, .rnJ rcdu.e rh(, r,l)ln,rrrrnirr
li,r cx.cpti,rrrirl rcturn.. \till. il prir.rte erluitl
irrtc,lors iln.rroitl t.hin.r's Pitl.rll5. Irr(r,rtivc
opportunitics may abound. lhc rcecnt string ol-
ric.rls :rrrri thc I'itrclin( (,t rnlrnl.tnrl .,'rrrp.rnicr
sccking to list ovcr lhc ncxt y(lr ptovidc il
stronli inrlication thnt prilntc (quil! will
heir,ntc toerc.rrrrrslv . ritii.rl to the ( jrine.c

ea()nont\" i

66 July-August 2OO4 fHE C,llNA EUSltlESS nfvlEW

Hilton lnternational Co. Ltd./China Jin Mao Group Co. ltd.
:\nnoun(((l nin.uanrarll Jgrr(rncrll Ii)r J ra\ort or Ii.rin.rn Isl.rnri.

0-v0.1.
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Am\,\ray China Co. Ltd. .. ..... .....41
Amway {China) Co. Ltd. is a PBC-US cooperative joint venture engaggd in manulacturing and distribution of daily'use products. lts Chtnese
partner is Global Star lnvestment Ltd., which invests and trades under the auspices ol the Administrative Committee of the Guanglhou
Economic and Technoloqical Development District. www.amwly.com.cn

China lnternational Fair for lnvestment & Trade (ClFlT) . . .... . . . . . . . . . . . . . . .13

CIFIT is sponsored by the lrinistry of Commerce of the People s Republic of China, co-sponsored by the United Nations Conference on Trads
and Development and the Wo.ld Association ol lnvestment Promotion Agencies. Held annually du.ing September 8-11 in Xiamen, CIFIT is the
sole nationwide international investment promotion event locusing on foreign direct investment. wwwchinalairorg.cn

China Shipping North America .. ....... .11

China Shippinq Conlainsr Lines p.ovides containerized ocean and inland transportation, including relrigerated services. The website provides
company profile, sailing schedules, transit times, service maps, cargo tracing, tarifl rates, and worldwide contacts. www,china8hippingna.com

COSCO Americas . .. .31

C0SC0 (China 0cean Shipping Company), a premier full'service intermodal carriet utilizes a vast network of ocean vessels, barges, railroad,
and motor carriers to Iink the international shipper with ths consjgnee. www.colicon.com

Exxon Mobil Corporation.... .. ..... . . . . . . . . . . . . . . . . . . . .5

Exxon irobil Corporation is the world's premier energy company. ExxonMobil operates in more than 200 countries and territories around the
world engaged in petroleum upstream, downstream and chemical businesses. www.oxxonmohil.com

IBS Logistics .. . . . . . . . . . . . . . . . .z1. to
IBS Logistics provides total logistics management ol your entire supply chain, including freight forwardi0g, warehousing and distribution, inter-
modal rail and trucking, and customs house brokerage. lBS, supported by the G-Log system, streamlines supply chains and increases efficiencies.
www.ibslogistics.con

Lucent Technologies ....... ..... .. ..... ..35
Lucent Technoloqies designs and delivers systems, services and software lor next-generation networks. Backed by Bell Labs, Lucentt strengths in

services, mobility, optical, soltware. and data/voice netwo.king help customers quickly deploy and better manage networks. www.lucentcom

Maersk Sealand ... .....39
Maersk Sealand is one ol the largest liner shipping compsnies in the world, serving customers all over thB globe. More than 300 container ves,
sels and 950 containers ensure a reliable and comprehensive worldwide coverage. www.maeBksoslald.com

Marger Johnson & McCollom, P.C. ........... .. .... . .70

Marger Johnson & lrcCollom, PC. is a full-service intellectual property law firm relied upon by businesses across the United States and Asia,
with expertise in prosecution, litigation, opinion and global lP work. www.techlawcom

Mayfair Hotel Shanghai ... ...15
Malair Hotel Shanghai is the largest multi-use hotel complex consisting of 860 well-appointed guest rooms includinq 42 business suites with
kitchenette, an extensive array of F&B outlets, 261 service apanments and a 20,000 m'shoppinq mall. www.maylairshsngh6i.com

Mediterranean Shipping Company SA................ . . . .. .. .. . . ...22

MOL,,,,,,,, ,,,, ,,,,,7I
[r0[ is one ol the world's largest multi-modal shipping companies, operatrng a diverse network of container shipping and logistics services
around the globe. l\r0L is a founding carrier partner in GF Nexus, an e'logistics solutions company. www.molpower.com

Monitor Group ........... ...... ... 25
l,4onitor Group is a leadrng global strategy consultant, advising companies and government entities on addressing and defining responses to
complex strategic problems. Monitor is dedicated to tundamentally enhancinq the competitiveness of our clients through supporting the cre-
ation of innovative, winning, action-oriented strategies. wwwmonitorcom

Payless ShoeSource www.psyless.com . ...67

Scala North America, lnc. .. .29
Scala Business Solutions has been successfully deliverinq connected supply chain {SCM) 8nd enterprise resource planninq (ERP) solutions to
global companies in emergi0g markets such as China for over 25 years. wwwscala.nst

The Garden Hotel Guangzhou.... ............ ........2
The Garden Hotel Guangzhou is comprised of 1,028 luxurious rooms and suites, 800 offices, a convention hall, l0 tunctron rooms, and l2
ditlerent restaurants and bars. other facilities include a health center, shoppinq arcade, bank, post otfice, taxi tour, and ticketing service
wwwthEgardonhotol.com.cn

UPS www.ups,com ---- --- -12

\/vJS Stovrrell Company .. . 43

WJS StowellCompany (ST0C0) is leading American trade company in petroleum and other equipment, established in 1971. sTOCO has 5

oflices and 30 staff in Chrna. www.wis-stowell.com

\Norld Economic Forum . 33
The World Economic Forum is the loremost global community of business, political, intellectual and other leaders of society committed to
improving the state of the world. www.wetorum.o(

Adwertisers irr Th-s lssrre
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A once-sleepy province is waking up \ +

I I !h"" Lrrlivetl ,rt thc'sharrultai tr;tin stittion on a eold

U U l::'it:illl:I ;Til:::.1'll',liill,':j;'ll::I;'"1 :ll::.
cvcrvonc $'.rs st[uq(ling Io lrc lirst through thc'S,atc- I wxs i!l)r)ul

to bcgin l 27-hour trairr rirlc, and I was in no nrood to light thc

crorvd. hcarling, honrc ti)r (.hin.r's 5prin8 Fcstilll. I eonsolerl

nrr''ell rvith thc thought thet Is'.rs hcittlcd to tht nrueh lcss

crowdcr.l l iarrshLri, ( irnsu. wltetc I taught Ilnglislt as .t l)circc
(i)rps volunlecr tionr l0(X) to l(X)1.

,\s the train appro.rehecl thc 'li:rrrslrui sl.rli(,n. nrv e\eilcnlent
grov. Ncarlv trrrr 1'cars hud p.tsscd sincc I lcll 'lianshrri, rntl I

was looking lirrwarcl to visiting, olcl lricnds anLl seeittg how
nruch the cit,v haci ehirrtgetl. \\'hcn thc train fittally arrivcd.tt the
stati()n, m\ h.r'kctb.rll buclLli.'s I.ci 'lia bin ((llruck). I.u l)u()wcn
( linrrrrr'), .rnd l.i Wcniun (l.ce) rvc'rc waitirrg firr nrc on thc plal'
lirrnr, warnrly wclcotrting rne bitck lo liltnshui. Although it wirs

alrcltiy past nrirlnight, rve wcnt d()!ynl()!r'n to cal roastcd lantb,

rlrink Lrcal he.'r, and rcnrcnrtrcr thr grxrd old tlal's.
lllv we'ck in 'lirnshui wrs sinrihrlv llllcd with lixrd and con-

vcrsltions rvith old tiicnds. lVlv lirrnrer supcrvisor, lvla

Xiingnring, lrcnlcJ rnc to h.rnrl-pullcd norxllc. lnd bricfcrl nrc

on his ncs' proiccls at llrt' urrivcrsit\is inter niti()rrirl e\changc
deparlnrerrt. lvly ti)rmcr ncxl'(i()or nc'ighbor, Zhao Fcivi, tlis'
cussccl his rloct,rral rcsclreh with rrtc wlrilc lris claughtcr
bounccd in hir laP. Shc secnrccl rtarv of nrv bluc cvcs.tncl rcd

hair. [Tut I triccl to c.rlnr hcr lears bv renrintling hcr that I hacl

heltl hcr thc d.tv alier she rvas lxtrn. Iiang llingstrerrg, irn Iirrglish
dePnrtrrlenl collcagLrc, trxrk m! lo.l h(rl Pol rtstxtlr.lllt. I h.ld
nr:r.lc t.'rt.rin lo brirrg somc Anrcric.rn chocolate li,r his son,

who is a big lan oi llershcvbnrs.
lletwcen nrcals and eonversations wilh thesc fritntls, I trxrk

tinl( to cxl)l()rc th( (l()tt nl()\\,o rrcir .tnr.l acqurint ntysclf with
thc ncrr"lianshui.

l.ikc the voung stLr(lcnls I taught,'lirnslrui scenrs to bt l
young city grorving inlr) a c()nlidcnt arlrrlt and linrling its Place
in the rrrrrld.'lhc stcond-l.rrgcst citf in G;nsu,-fianshui h.rs

grr)r1n r)\'rr thc pnsl l5 terrs Iiortr ir Prxrr backwater inlo a

nro,.leslly pnrspcrous (ilv with .l thriving rrtiddlc cl.tss.

lhc chirngcs iu.t .incc nry,.lcparturc tw() vcnrs ngo wCrt

imnre'tliatcll'vi'iblc:.\eror. lion the (ilv's mnin square, nn

upscllc rhopping plaz.r has lt'Irlaccrl a run down lol lvhcrc mis

ctllancous vcndors harl sct ufr sho|. Thc cily governntcnt also

widcnctl sonrc of thc slrc.t\ and c't.rblishcLl clcarer bikc paths

lncl siclor,itlks. It cren inst.tllc-rl cxercisc cquipntcnl on thc sidc'
walks o[ lianshrri whilc running crr;rnds, passcrsbv crn tlo a

lew pull rrps or run on a irw lcch trcarlrnill paintr:rl lluorcsccrtt

Russe ll E. Kratzer

pink. All ol thcsc changes irtvokc'a sensc thnt th('(ity is b..onr-
ing nrore organiztrl and i\ lrvirrg lo Pr()vidc a nrorc contlirrtable
cnr,ironorcnl li)r ils cilizcns.

'lhe govcrnnrent has also rraclc signili(llnt inrprovcnrcrrts t()
'I innshui's lransporlalion syslcnl. l:irst, it r(ldcd i lrilllc light lo
thc [)usirst intcrscction in t(xvl. \\'hen I lived irr 

-l ianshui, thtrc
rverc trnlv a .oupl( trirllic lights, aud lhcv tvcrr nol ne'ccssarilv lt
thc l)usicsl inte'rscctions.'l'hc govcrnnrcnl has also addcd lintcrs
ancl pcdcstrian crossings.'lhough uunl tlrivers anrl Pcdestrians
.rre reluetant t() o[)c!'thc trim. signals, such rclditions tiemon-
slrirlc lhc r()vcrnnlent's c()nrnritnlcrll l(, irnlr(N'ing trtlhc con_

trol. Now'l'ianshui cvcn h.rs highlv visiblc strcet signs that
contain pirrl,irr so lirrcigucrs crn easill' n.r\ igatc thc strccts.

I)erhlps thc rnost rvelconre ihantc i:' 1() the l)us wslent. ln the

citv .cntcr, ol(l polcs rvith rustcrl signs tDarking thc bus stt4ts

havc bcen rcpl.tceti hy ncw bus shelters.'fhc city also pttrchasctl a

flcel ol'ncw buscs,.r ver) wcla()rDc ahilnge li)r nlc. At 6':]", I uscd

Io h.rvc to bend nrr knrcs and tilt nrt'ncck rborrt,l5 de8recs to
avoid hitting nrv hcad oo thc bLrs cciling. llul on thc ncw arrd

inrprovcd No. J bus, evcn whcn I sl(x\l on my liPk)cs, I wns in
no clanger ,'i hittirrg urv hcad. Nov' th.rl's progrtss!

t-ell phoncs lrave irrvadcd lh!'cilv. Whcn I lcli Iianshui irr

thc sunrmcr ()l'20{)2, nrobilc- phoncs wcrc lew ancl far hctween.

Bul upon my return, I stcppe(l o[f th(. l)us in lhe torvn's nt.tin
:\qu.lr( to liod nrl sclf stitring lt Chinr Nlobilc advcrtiscnlcrtts nl

each corncr.'l ht'sc gigantic bluc-rrnd-white billboards loonr
ovcr the citizcns ol 'filnshtti, urging thcnr to [ruy ccll phoncs or
nrorc nrinutt's. !\'llking d{\{n thc strcct, I lost traek ol tht nuor-
bcr ol storcs rnd kioskr sclling ccll phont rt'chtrgt carrls lnrJ
acccssorics. I-our vcurs ago onlv wcalt hv 'l iansh ui citizcns would
co,rtcnrphtc buying a ecll phorre; nou evcn th. cabbnge itnd-
t()ntnkr vcndor aitrriei onc.

There lrc'still renrindrr:' thnl liirnshui has sonlc.:rtching up

to do. l)espitc the ubiquitv ofccll phones arrcl Ohina Mobile
kiosks, I w.rs clisapl,oinled to discover thal thcrc wils n() wJy t(,

acl(l nrinulcs ti) nr) phonc, whi.h I had bought in Shrrrglhai.
(lhina l\'lobilc onlv sells clrds lirr local a.c()unls in linnshui.
Pcrhlps this problcm will be solvccl belirre I ntake my next trip
t() (laDsu-

As I rodt'thc train h.rck eirst kr Shanghai, ldigcsted thc
siglrts anrl sourrds of nrv lrip rnd tried to inraginc how nruch
nrore lianshui worrld,:hlnge befirre nry ncxt visil. I hope that

by thcn thc city will have nn rirp()rt, so I won't have to take

anrnhcr long lrain ridc to linrl out- i

.rraa
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Hussell E. XraEer is studying Chinese at Fudan University i0 Shanghar.
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CHINA MARKETPLACE

Total Logistics Management Solutions
O Freight forwarding

O lntermodal - rail & trucking

O Warehousing & distribution

O Customs house brokerage

O Powered by

lbslogistics.com

e
l8S Logistics
100 Lighting Way

Secaucus, NJ 07094
201-422-8888 tBs

,ogistics

t

Turning invention into adlantage.

Tel: (202) 429-0340 or Fax: (202) 833-9027

E-mail: pu blic ations@us c h ina.o rg

Create Your Own Advertisement

copv

The Cflna Eusi;ness Beyrew has established a new quarter-page, lour-color advertising lormat.
CHINA MABKETPIACG is low cost and hassle-f]ee: the CBf assists in ad design and the cost per issue is only 3975.00.

Wo rk ti ke th S

never goes
out of style.

llonof Maga2ihe said Samstnq rs 'domrnauE dre

mark8l tor dynamE access random momory lDflA[,,])

cnip6 
-'Entuslod 

lo protert hese rnn@atrons, we
p.osecuo Samsung! psrents and.egulary me6t

wrth rnvmlors rn he llniled Slaros and KoGa And

Samsunq remarns a 
-chrpchamp -'

'r/v '[6i.v ued rbtu ]0 7m1

Visit techlaw.com to see why businesses across the l-Jnited States

and Asia rely on us for their intellectual property work. Its no fad

MaroerJohnson
al/d{ollom pc

Your Supply Chain Pattner
to and lrom China

Your GHINA MARKETPLACE ad
could be here in future issues of

lhe China Business Review
for $975.OO net.

We help prepare your copy,

and place your message,

OR

send us your print-ready file.

Reach the executives that shape
US-China business.

For more information, contact us:

lmage

Contact information
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Power in Motion
Reliabilitlt Tbrougb the Vinds of Change

.llol.'s Chin kryit:e gircs.l'ol orcr 100 .t'.'ors ol cvxril,,tcc, tt hxul nduurh ol'slmlqiull!
lxtsitkned ofites und ot e*'tensite. wfe and s/?tttrc gh rrtl lrdrtslxnlaliol ,pl \rh.

.VoL's vrles. clsloner s(f ice otd dtrumenktliut lenms. sttpytrtel ltt .llOl,'s gkrlxtl l't
g'sten. aru uthwl.fttr tlnir lural hnoduQq lmtJi\\iorutlistl ottd reslxn(\h'enfxrs.

Diml calls al tkng ktng. Slnnylxti. uinltdr,o. l'onli n rul Chiuun girc )'o,t onlrelilitv
cul-ofs, Ji-red-dt1 sen'ices, us uvll rK olrtinam arrit.url ml fulxtrlure trys.
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When you trade in China,
you notice that some things
look very familiar UPS iets,
tor example. They're part of
our robust intra-fuia expresg
delivery service, and a sign
ol our growing capability in
this vital region.

like UPS everywhere else
in the world, our service in
China is known for reliability.
You and your trading partneE
can counl on our six weekly
nonstop flights trom the U.5.
to Shanghai, parl of our total
solulion fo, moving goods to,
lrom and within Asia.

Maybe your company
needs express service lo Aeia.

0r maybe you need to imporl
or export freight. Iither way,
count on [JP5.

UPS.com 1-800-PICK-UPS

6r.08AI SXtPPt 6. SYMHRON|IID.
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The Chinese character
for "reliabi ity!'
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WHAI (AN BROWT{ DO FOR YOU?
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