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rrsinr-.ss (irsls and
()pportrrnilics The CBR
tracks all pertinent legal

developments and monitors
industrial sectors and geographical
rr:gions in China to keep you up-to-

datr: on where the action is. Recent
issues have explored new trademark

the US-China Busi-
ness Corrnr:il. Tfie
(,8H has been the top
journal of the China
trade for over 20 years.
Our staff are on-site in
Washington, Beiiing,
and Hong Kong, repo -

trends. Our fea-
ture articles are
written by execu-
tives and offfcials
expert on China
business issues-
Paul Volcker. Ezra
Vogel, Maurice Green-
berg, Vir:e Premier Zhu
Rongji, and the
governor of Hong Kong are
just a few examples. NO
other publication offbrs such
depth of expertise or analvsis

|oin the thousaa& of
top oxecutives who already
anloy the benefits of Tte CBtrb firat-rate
coverage---*imply fill out and return lhe coupon below:

protection legislation, the Chinese
auto and telecom sectors, and the cost

of labor in different Chinese cities.
Upcoming focusr:s will address the
petroleum and food/beverage sectors

and China's Iargest provinr;e, Sichuan.
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After months of tensc ncg()liati()ns, US

and Chinesc officials reached agreement
()n a ncw three-ycar bilaterxl texrile ac-

cord in January. I'he office of thc US
'l'radc Represcntxtive (lISTR) had threet-
encd kr cut China s overall tc'xtile quolas
l)y 25 pcrcent i[ an agreement was not
reached by the micl-January deaclline.

Thc neu accord pr(,vides l()r no in-
crease in China's overall textilc ancl ap

tels wcfe rcluctant to accept the notcs.
The rate unificati<)n-essen tially a

sharp dc'valuation <tf the .y[an-
prompted many businesses to jack up
prices of goods and sen'ices previously
payable in FEC. Airlincs, hotels, freighr-
forwarders, and the krng-distancc tele-
phonc compaoy all raiscd prices 50 per-
cent ovemight for their foreign customeni.

Funher price gouging came from similar
pricc hikes for sc'rvices provided by rhe
Forcign Employment Servicc Co.

(FESCO), which supplies most of the l<rcal

hires in foreign representative omces.

For the monrent, f<rreign access to lhc
swap centers appears unchanged, despite
rumors that swap-cente! transactions will
gradually be steered to banks. ln the
meantimc, foreign companies face the
morc inrmediate concerns of how lt>

conre into compliaoce with all the pay-
ment and reporting requiremcn(s of
China's ncw tax regime, which now in-
cludes ncw turnover taxes (s'ee p.40) in
addition tr> changes in individual income
tax fates.

ww

also allows US Customs agents to con-
duct surprise inspec.rions of Chinesc fac-

torics su$pected of fraudulently labeling
or otherwise engaging in illegal tranrship
ment activities.

ln a separate agrecmenr, China's silk
expons to the United States werc also
limited to I percent growth per year.
Though no previous US qudas applied
to silk impons, the new rcsrictions may
have been negotiated to appease US

manufact urers of high-quality fahrics
used as silk substitutes. -Dan Mafiln

New Yeors Big Bong

New lncome Tox Rotes for Chino Employees
As pan of its ycar-cnd tax ol'erhaul.

(lhin:r ann()uncc(l nc\r,inc(nnc tax rJtcs
clilctive Jrnuan | (se!'lLtc (,IJR.JJnu-

rrn'-lj< lrrttrrry t()t).r. l). t.t). I:or lirrcign
(-()nrplnies ()l)cnting in (lhinil. thc ncw
ratcs put irn crul tr r thc prcvious rarc rlif-
lcrcntials hetuc(n lirrcign antl lrral eor-

plovecs, tlrcre is n()\,\'(>nc unillcrl in-
corne tax schcclulc applicahle to both
tvpes ()l cnrployecs. Allorved dc-
ductihles remain different, hrrweverr for-
cign emplol'ccs xre n()\\' entitlcd l() !
Y.t.{X)0/ l1r()nlh clcdur'tilrle hclbrc thcir
*egcs arc tlxed. u lrilc Chincst, errrplor.

ecs are n()w subject to a f800,/olonth
de<lrrtrible.

'l ht rlblrs ltLrs tlcpir t thc ncrr in-

cornc lax schentc and conrpare tht' neu'
and old ratcs. l-hcy shoul<l lre uscd in
plltte of tlre two txl)lcs thilt appcilred on
p..r,i of thc Jarulq-|cbruan 199.r issuc.

Toble I
Chino's New lncome Tox Roles

Ioble 2
A Comporircn of Current ond Previous lncome Iox Burdens

Ltonthly Toxoble
lncome' (9

t"* lh"" 5OO
501-2,000

?,00r s4P _
5,00r-20,000
20,001-40,000
40,001-60,0@

60,00r-80,000
80,001-100,000
over 100,000

Tox Rqte

5%
r0%
l5%

Percenioge
Chonge
from OU
Rqie

FOREIGNERS'

lrtonrhly New Tox
lncome (Y) Poyoble [Y)

5.000 75
10,000 825
20,000 2,825
30,000 5,125
40,000 7,625
50,000 10,425
60,000 13,425
100,000 28,025

' non.gross up bosis

LOCAL CHINESE

Monthly
lncome M
500
r ,000
2,000
3,000
4,000
5,000
r 0,000

New Tox
Poyoble (Y)

0
t0
95

205
355
505

1 ,465

Porccnhgo
Chonge
Fom Old
Roi!
-0%
-80%
-85%
-83%
-8r %
-79%
-73%

20%
25%
30%

-71%
.21%
-l3%
-7\
-nL
1%
7A

3%' ofter deductibles

40%
45%
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TRENDS & ISSUES

The far-reaching banking and tax
changes China implemented onJanuary I
created havo< for havt. many forcign
busincsses in China. The official and
sEap rates were unified at Y8.7/$1 and
banks ceased issuing Foreign Exchange

Cenificates (FEC) as 1994 made i$ en-
trance, prompting mass confusion as tbr-
eigncrs rushed t<t eDF'n rcnminbi bank
accounts. Though FEC are still legal ten-

der and can be redeemed at banks for
dollars at the old Y5.8/$l ratc, many he

US, Chino Untie the Textile Knot
parel quota in ly)4, and only I pcrcent
growdr annually in 1995 and 1996. Tough
transshipment penalties, a point on
which USTR helci frrm. are also includcd
in thc attord: lf a Chinesc cxp()n(r is

fbund ro have illcgally transshippcd tex-
liles or apparel k) the tlnited Slates nrore
than rwicq. tJS Customs may cut ChinJ'ri
quotas by triple the amount of any subse-
quent illegal shipments. The new accord



Chino in the USA
vouldn t ir be nice to sc.. the Creat

r0fall, the Stone Forest, and the Forbidden
City all in thc same day'/ Visitors to
Florida Splendid China-Orla odo's
newest attraction-can d() iust that.
Fkrrida Splendid China. a 76-acre cuhural
and historical theme park with nearly 60

miniaturizecl versions of China s

renowncd sites, also fcatures authentic
Chinese food, performances hy Chinesc
acrobats, and Chinese anisans at work.

Located in Kissimmec, Florida, only
three miles from tl alt Disney Vorld,
Fkrrida Splendid China opened on De-

cember 18, 1993, The park is modeled af-
(er Shenzhen's Splendid China Miniature
s(enic spot, created by China Travel Ser-

vice (CfS) Hong Kong Ltd. in 1989. The
success of the Shenzhen park prompted

American Eastern lnternational, a US

propeny devekrpment company, to ap-
proach CTS in December 1991. American
Eastern already owned the land in
Kissimmee and was interested in pursu-

ing the idea of a similar China theme
park in Florida.

Though Florida Splendid China began

as a 5G50 ioint venture, China Travel Ser-

vice purchased American Ealrtem's share

in December 1993 and is now the park's
sole owner. while both the currcnt chair-

man and general manager of Florida
Splendid China are Chinese, several

Vsiting the torbidden Citf-in Florido.

Americans sefle on the txrard of direc-
t<.rm and hold many of the administrdtive

tDsitiorLs assGiated with lhe park's man-

agement.

over 5l0o million has b€en invested in
the park to date. Much of the money has

gone toward constructing the replicas,
each of which is built according to scale.

Each replica is also supposedly made

with the samc materials that were used to
complcte the original monument. In or-
der to ensurc thcir authenticity, most of
the replicas were constru(tcd in China.
disassemblcd, and thcn flown to the
Florida site for reassembly.

Designed to attract all ages, Splendid
China has been heavily advenised on ra-

dio. television. and in Us and Asian
newspapers. Because of its proximity to
Orlando, a tourist mecca, Florida Splen-

did China has tried to market the site to
area hotels and convention centers. In
addition, the corpoBtion has panicipated

in numerous travel and tourism trade
shows in Florida.

To date, the park has bc'en panicularly
popular with schurl groups from all over
Central Florida; as many as three or four
come daily to learn abotrt China's history
and culrure. Florid:r's large retired popu-
lation has also been a strong source r:f
visitors. overall, CTS claims business has

been good; an average of 1,000 people
visit the park each wec,kday and as many
as 2.500 come each weekend. Splendid
China's goal is to hreak even on ()perat-

ing costs in ils 6rst year.

Florida Splendid China is an unusual
addrtion to the quinlessentially AmericJn
vacatt)n area in Orlando. AI $23.55, the
price of a regular adult udmission is

cheaper rhan entrance fees at many other
local rttractions. Thc
park rlso offcrs nu-
merous gr<lup dis-
counls xnd prom()-
tions throughout the
year. More imfx)nanl.
the p:rrk affr>rds an
opf$runity to witneis
thc b( auty and com-
plcxiq of China's cr.rl-

ture and artn ork at a
leisurely pacc and in
ao easily accessiblc
l()cati(,n. Its creators
hope that Splendid

China nuy evcn inspirc Amcrican visitoni
lo invcst thc time and m()ney to go scc

the real Ihing in the futurt.
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A Fond Forewell

Outgoing President

Don Anderson leoves

the Council on sound

footing ond in the

copoble honds o[
long-time Chino
expert Bob Kopp

s nrirny ol you xlrcady know, I

havc dccidrcl to rctirc fnrrn thc
Council cflr'(tivc April l, llicr
thrcc cr,cntful vcars. As Ihis

n'ill lrc my lx:it l"etlcr in 1hc CRR. I w.\11

t() takc the ()pp()nunity to wish you all
contintrccl succcss in your China cndcav-
ors and to reflcct on my tinrc witlr thc
(luncil.

On o roll

Vhcn I Jssumed tltc presidency, thc
(l()uncil was llcing ditficult tinrcs as il
rcsult ()f evcnts ovcr uhich it had littlc
conlrol. 'l'hc trirgecly at l ianaruncn harl

cluscd ntanv Anlericln c(nlpirnics k) re-

consiclcr,rr prrl ()n ln'l(l tl)cir strlt( lli.
pl:rns lirr Chinl: th( l:s ((1)n(flry \\'J\ in
rct'c:':,ion antl rrany rrrcrrrlrc,r (()nrl)xni(,i'

\,ere (ulting a()sts: and China q,as in thc
rnidsl ()[ ] rclrcnchment program which
squelchcd impons and the initiation ol'
ncs pr()iccts. We. l()(), sllffcrcd [r()nl
strained finlnces, as our nrcmhcrship
clropped to il tcrlp()rarv lou' ol l59
c(rnpanies.

llrc past thrcc ycars havc sc'en l dra-
nratic tumaround in tlre (i)uncils situ:l-
li(,n, lll:lnks in hrg(' nlc.lrurc trr orgeni-
zatknrxl restru(turing rr'hich ernphasizecl

lunneling busiress i,rtclligencc 1() mcm-
l)crs xnd cn(()uraging thcm to lx' rrx>re

luctivc in (louncil .rctivitics. \ve havc
limed to prxrl mentbe'r experiencc and

inlbrtr tion to aid c()rporrtc dccision-
mrking l)y surveying rneinl)crs on issuss

such as firrcign cxchangc l).rlan(ing, in-
vestrncnt impedinlcnts. lnd hlxrr cosls.
Vc have also cnlistcd nrcmbcr compa-
ni( jr t() l:'l'ir't tht (.ouncil in itj' l()l)hying
cflirns, and their prniciplli()n has nuclc
us thc m()st influcntirl voicc in hoth
!!'ashingt(m and llcijing on the t IS-China

contnrcrcial relationship. 'li) hclp kecp
(()nll)Jnrcs un:ll)l(. t() plrrti( iprlc in
Vilshington xnd Ncw York])ascd activi-
ties in thc ltxrp, ue have nradc annual
I'rriefing trips t() thc \vcst Coast and
Chictgo.

Tlrc casing of tlrc ['S rcr cssion. (]hinl s

roxring c(()n()mic growth, and America's

soaring cxl)orts t() and investmcnl in
China havc lirnhcr lx)lstercd thc Council's
fonuncs. \vc no$ stand at ()\'er 2-J0 mcm-
lrerr lrnd:rre wclcrrrnin8 ncw ('(nnpanics

evcry weck. I find it panicularly gr':rtilying

Ihat trJlly J0 perccnt of our 'nq$" menl-
lT rs are actually lirmrer mcmlrrs retum'
ing k) the C()uncil fold. This sugl.t('sts dtrrt

thcy lcft not due ro di$srtisfaction with
our pertirmrance, l)ut to ()ther fact()rs out-
side orrr contrtrl. In lny (xse, thc scrvir't.s

and represcntati<>n we prr:vide lrc clearly
sought aftcr and valucd.

Currer* chollengpg

\,)fhilc tl)c Council continues to prrr
lidc crucial assistancc k) its nremlx'rs
China opcrations. our overriding goal
during my lenurr has lrtcn to prcservc
US extension of (lhina's Most l,' vored
Nation (Ml'N) truding status. As c()-
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7h(, (.?JR -lulv-Augrrst l'.)tX, I).6).
(.ltinu has nrarlc prrrgrcss in nl(cting

lhr lixrcutivc (lrdcr's l]trn]irn rigltts con-

diti,,n\. llul .r.ir,rrhnF to \'rri,)r A([rlinrs-

tr:rli(nr ()tR(iills. it nceds l() do nrrrre. I'S

busincsspcrplc in (lltin:t sltoulcl tekc the

A(jnltnl.tt.lli, nt .crr, rtr.l',' ltnrl cnrl)lr.t\17(

to thrir (lhinesc col)cuguc's. rvltcthcr
joint-vrnlurc pxnncrs or Chiocsc ()lli(iJls.

tlxlr rr is ir'r (lhinil s s(lf intcrcst t().rn)per-
xte with thc t inited stxtes.

.\t ll)c \.lnrc linl(. thc .\(lr]lrni\tr.lli,n)
musl olake clcirr t() (lhina tltat it circs not

intcnd t() nlrrkc l(ldilionxl denrxn(ls
rv('D' Iirr)c (:llin.r,rl.lk(r\ .l ('()n('(':\i(,n.
\We in thc l)usincss cr)nrnlLlr'lily rllusl
strcss lo thc Adnrinistrilli(nr the inrp()r-
txncc ()f a slxhlc g()lrlp()sl' every chllnce
uc Llct. ['inxllv, rssuming th]t wr are

suc(cssful xnd ]\,lFN is.lgrin extcn(le(l
thi\ y(:rr. w(, .rhrlrrl<l Irelirr .crir:rr. ttlirns
to t.rks llF\ r,f[ tlrt t,rhlt' .ts .rn isrLrc in

tlrc l:s-Chinx hiletcral tr;rclc rchti(nrship.
It is .rn inrl)pft )prirlc lnd inefli'ctivc' t< xrl

in clclling \\'ith our hurnln rights trrn
ccrns, rnd Lrsing it xs sttch seriottsly
h.rrrrir.upr A,rtrri('.rn , () rrlx lili\1rl(.\ i

thc rv()rlcls lrrstest gr()wint cc()n(nn,'.

Coreer re-flecdons
l hc rlcbutc or cr I1|\ hes ltclpecl cns-

tallizc nry ou'n lh()ugllrs on I ls-Clrinu rc'
l:rti()ns. As .l (lhinx l)ilnd lirr J0'ockl
vcirs, I llx\,c ()l)scnc(l lhJt \\'c Anlcri(xr1s

.rrc trll .rr'tr.Ptilrlt. 1,, (.xlr(,ll)(,\ \\'llr, lt

rontt,s trr Cltinu: crccssirtlt euPlr,rrl
$h!'n rinres alrc goo(1, uncl cicspairing- .r
sonretirnes c\'!n sngn' wllcn tin]cs trrrn

bad. V'c nccrl ()nly rcrneml)rr lhe pcriod

irnnrctliltcly lirllouing nornralizltion o[
rclations in 19'79 to scc this trcnd clc.rlv.
(i)ngrcssion.rl (lelcSllions poured into
(lhinr und waxccl el<xluent in thcir l) n-

qrrct l()auits xlx)ut Chinll s pr()8tuss. l)cng
Xia()l)ing wrs Tirrlc, mltgazint s 'Mln<rf-
the-Ycrr. Amcricrn l)Lrsincsspcoplc, ()n

lh( r,tlr(r hirn(1. vr'ert' k'.rmin6 Ih,rt (:lrinJ

\r'ds x t()ugh plxcc t<) turn a profit, lrncl

nlirnv s(x)n 8r\'( up tryin8.
Fhving livecl in Chin:r shonly aftcr nor-

nr.rlrl.Iii)n. I r'.rn lr ncrtlr s.rv tl)Jt th(,sit
uartion in Chinil then $'ts n()l nexrly ils

prorDising ils il is t()([ry ('ithcr in tcnns
,,1 hrrnr.tn riFlrts,rr lrrsrnc.s r,pp)nuni
lics. 'lhe l)usincsspc()l)lc who pcrscvcred

tlrr(,rrgh tlre Ii,ugh Iifi)c\ Jr('nr,$ r(Jl)ing
rcu.rr(h rn il rrllr,'h rrx,r('lilr( r.rl(((,n(,rrlr(

(

'C..t irrty sir, bottled or canned? ' At th(' Hotel

New Otani Chang l'u Gong, our 9xial Dirt'ctors are there to help

anI ta
Budweiser ltl erJ na aa a

I ,?
adb

yoll lI(.t lhe nx)st oul oIyour slay.

providing that liltle extra service that nlakes such a

differcnce. Of ('ourse with tradili{nral Chinese,

Japanest' and l"rench restaurlnls, a wt,ll-slockt,tl bar.

fitn(,ss roo[], sauna ilnd Dool, you may not wish to leavc

th( hr)lel to ('xplore Ilrijing's {)ther trcasurt.s. llul

isnrt it nice to know that you can call

upon our frien<lly advice when you're

6,0fi) nriles front homt'.

And drink Budweiser in our bar.

TTEffiIE

Fl)lt Rl.istirv TtoNsANt) tNl-(tltMAltoN
nnlk( lRr)) lillrilr', (lrsA .( ( ada) (*x,):-/?3iln,l (m(Aonlv)
ln.AtrFlr. trl (:lllrr ri:J+l ll r Sdnlrk I.l (21:l):xx.ilel
l.fll',n1,1 r',1''6r.is ll,'n*[nni ltl rl;,' L!.:1,
Inkyo lil: (uJt :iihrlTo2l
Rrw{vrhons Jn rla'nvrilabli rhr'0{h I\rll !rrrr.rrnn

l'rom searching out a favourite beer to

arralging a personalized sightseeing

tour ot lleijing. They. as with all

our staffare ready to assist you by

26 JIANGUOMEN WAI DAJIE, BEIJING,CHINA
TEL: (861) 512'5555
FAX: (861)512-5346
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lcrrrlcr ol tlr( lhsincss (i):llili()n ti)r I S

(llrina l-rrtlc. tltt'(irttntil ltes lrtcrt uhlc
t() c()nvin(c LTS Sovrrnrncnt lceclcrs ancl

tltc nttcli:t thlt tlcnill ol i\'lF'N srrulcl clo

sr.rious h:r r n()l jlrsl &) (]lrinx. hul k) [ s
lrrrsinesses lrncl trrnsuntcrs as u'cll. I'lte
s illingncss of srrr'lr lt'rtling grlir r nrakcrs

lrs Assistlrnl Sccrctxry ()l'stalc \vinst()n
Lor'cl. Oongressm;tn Lec llemilton. anrl
scnrt()r i\lx\ lllrrrcrrs t() aclclrcss rrrll
nrcnrbcrs rxr MIrN is evi(lcnce ()[ the re-

spc(t tlre (:()un(il c()nlnriln(ls ul lTotlr

entls of Pennsylvlrnix A\ cnue.
I\rt ()ut \\'()rk ()n \'IFN is far ftlm fitr-

islrcd. \\'c lr:rvc macle sul)stantiill

l)rogrr:s rn5(,1:rr rrs llt( (:linti,n A(Ll|ini\
tr.lti()n'ii t)()lic-v of cornprchensive en-

$:lBcnlcnl" (['.lrl) rc(1,Arri7(. (:l)in;l \
striltcgic xnd e(t)n()mic imponance anrl
cells fbr concrctc steps l() irrrp()\'e ()ur

lrilrreral relrticxrslril) Csee l'lre Clll?. .l tn]]
err'-F'ehnrun' I()9{. p.6). \e\'crtheless,
thr Presi(llnt s lixtcutivc Orcler. whirlt
rcnewe(l iUI'N Ii)r 199-l-9.1 bul rnekes rc-
nc\\dl ti)r l99i 95 (()ntinlicnl on ltumun
riglrts factors. elfl(livcly ic()p:rr(lizcs l)il-
lirrn:' of clollrrrs in inlcstrnent lnd tens
of tlrousrntls 1)f ('xport-[clxtc(l i()l)s (nt

HOTEL NEW OTANI CHANG FU GONG

tr
it



environrlcnti tiS p(ritici,lns shoulcl ltecl
thcir cxxrDplc. China $ill not clrange
ovcrnight, c!en if wc threr[rn it; hul over
thc l()ng rcfllr. engrllcmenl $'ill lrring re-

sults. lhe (:hinesr lll|e aluays hclcl l
hrng-tcrnr lrrspectivc on rclationships-
in derling $ irh thc t S-Chinr hihtcr:rl rc-
lationship, we'could k:am from thcnr.

'lhc Unitccl Statcs. lbr cxemplc. nrusl

rc.(Unizc th;rt Chinl has ulrcacll oraclc

pft)gress in irlpruving thc rights ancl uell-
[ring o[ its cirizcns. l'hor.rgh it slill h.rs x

krng rvay' to go, th('signill(:lnt chxng(s t()

delc lrrc :r (lirecl result ol'Chinlr's rcr;
n(11)ic refi)nrts ilnd ()pening tl) thc r)utsidc

worltl nol of he :['yl'tlncle cl politicll
prussure li(nD \\'ashinglon. (lhinr's nx)\'c
t() x nlilrkcl ecoil()oty has increlsccl (hc

rnobilitl' und pr()spcrity ol'lhe l t.rrgc
Chin(,se $'()rkcr. trcnds tllJt cTcnttrallt
u,ill resr.rlt in tllc c,lclgcrlcc ol r nti<ldlc

cllss th:rt incritablr *ill clcnlrnd grcater
pr)liticll lil)crxlizrti(nr. F()r(,igo-inrcstccl
cnt( rpriscs. uhitlr hlNc lrcrrr an inrpor
t.rnl ('irl.rl\'\l rn int rt .t.rng l:tlx rr nr, rhilit\' rn

Chinrr. slrorrlcl thus lrc encorrtrgccl lr1'thc

Chino will not

chonge overnight,

even if we threoten it;

but over the long

term, engogement will

bring results.

llS g()\'crnnlcnt-rtot conclcrttnctl or
lrca(e(l \\ ith slrr'pici(nr.

I S p<rlicvnr.rkers slrorrld llso trndtr
stanrl thlrt lr rintral cxplosion ilr c()n)[lrr
nic.llions is nlirking thc Chincse pctDlc.

Ixrticulxrlv thosc living akrng thc <rrrst,

Iir nrorc arvurc ol r'rcnts an(l lx)liti(:ll (le-

rcloplrcnts ()(rtsidc ()l Chinlr thln c|cr
lrt l,rrt'. Wt' .ltottLl rt,rt rrsk ttrrnrng t.ltinl
in\1xr(l lglin lI'ad<lltiDg Jltiludcs xnd

l){)li(ies tltlt llciShtcn (lhinx's xrn()l)ltr)-
lri;r rorl arc rttrrre suilccl to tltc dlvs o1

thc (lolrl \\ ur th:rn to todal's rirpiclly'
cv()lvin! silulrti( )rt.

8:30 a.m
,tsh_l11tur

Taip ei. Thanks to ttur I

()utsidc i-t n()t tu(n ()fi
ocatiotx,

her mi
It t(
d

J'llRM()\,i lYt ]rH\ 1r r(l\ tt H(,TIt-s CR()l p A fol B SrAsoNs.llE(;}]NT HoTDL

. cANADA (.oo) r.t-.oco
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One last thorrglrt. Cltina ncver was, nor
pnrbebly evcr \\'ill be. rn casy phce li)r
Vestcrncrri to dcll with. Ils trJditions xnd

r'irrrrnrsl.rnt es :rrc r':rstlt (lillcr(,nt lr(nn
.'rrr:'. ()n( ncctl ,,nl! rr.llc,.t th.tt Cllio.r.
lelders arc attelrpting 1o g()vcan r coun-
lry \rith li!l] tinlcs our popul:llion rnd
one-half the urlblc llnrl witll wllicll to
lccd rt trr rrn,lt'r't:tntl lt.s rlrliirtnrr'. rn

pcrspeclives lrisc. To srrccrtl rn or'cr-
coming thrxe clilhculties will rerpirc the

lxst skill:' oI l)trr rlip['rtt.rts rtnrl ,,ttr lrttri-
ncss c()nllllunity.

As Ilcxvc lllc (i)un(il. I \\'ilnl t() c\
prcss nlv xppre(iiltion to lr first-rirtc stlrll.
t():rn inlcfcste(l lnd involved lxurci ol cli-

rect()rs. ;ln(l o[ cotrrsc. lo all o[ our ntcnt-
lrcr corttlxnies rvhose sul)pon urkcs otr-
:rctivities possiblc. Bob Kapp. uho uill
succccrl nrc'in April. lrrings a s'ealth ol'
l:rlrnt rn(l cxpcri(r1cc't() ll)e (i)0neil (sc('

l) llr. ll( i:. :r r.rrc I:lcrt,.l i)l-gcnuin('
(llrina scholar rn<l cllc(li|e nranxger. ll()lt
is an olcl liicncl :rnd rrrllt,lgtrc. lnd lrrrr
(r)n[i(lcr]t he \r'ill hring nc'rr' r-igor lnd
lexdershil) k) thc (i)un( il.

I

\
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couNcrr AlcTrvtTtEs
Another Bonner Yeor?

Forecost'94 proiected

strong growth in

Sino-US business,

despite the looming

MFN decision.

Kothleen Horrington urged members io
tell her their concems so she con ensure
the Shtre Deportment toke! US

commerciol interestr inlo occount when
formuloting Chino policy.

is n(r$' meeling the Unitcd Sures half-
wa1' on l nunrbcr of point:. including im-
plemcntation of the prison labor agree-
ment siSned in 1992 and \\'illingnesri lo
allow dissidents and thcir relatives to em-
igrate. Keyser said lhere arc still some
cases in which the relatives of Chinese
dissiclenrs have been unable to leavc the
country. but progress s,as made at the
Paris meeting in January and thc US

E'ould continue to pre\sure Ilciiing l() re-
solve thcse cases

Keyscr ended his tulk v,ith Lr waming
that dcspite dle posirive snjps China has

llreatly taken, thc President s dccision on
MF'N rcncwal has not yct becn made. [Ie
urgecl US businesses l(, reitcfilte to Chi-
nese olficials thirt Clinton is serious on
the issuc of human rights, as such c.llons
rvoulcl lti<l thc success of lhe many ['S
governnlent officials schedulc'd to visit
(lhina in the coming months.

Folbwing Kcyser's talk, his colleague
Kathlcen Harrington. coorclinator ftrr
commercial aff:lirs in the Stxlc freptn-
nrent's bureatr of East Asian xnd Pacihc
affairs. cliscussccl the nrlc of her ner. of,
6c( in pfi)m(,ting US l)usincss J(ri\ itv in
China. lly creating a position to addre,ss

sp€cific LIS industry c()ncems, llrrringt(rn
.lr8u((1. tl)('CIinl()n ALlmin il'tral i( )n hJs in-
dicatcd its desire to make surc comtncr-
cill interests arc given full wcight *trcn
t Is fnri(y optt)ns are evaluated.

The economis/s viery...

Thc meeting lhen tumed to :rn analysis
of China s phenomenal economic groilth
over thc past t\r,o years. Ezra V(rgel. ftr,
tional intelligence officcr for Asia al tlre
Central lntelligcnce Agcncy, nored rhar
the pacc of economic groq'th in China
( n a\1'rirge ()[ 9 per(cnt per ycar rin(c
1979), though comparirble wilh that of
Japan lncl Asix s Litde l)rag()ns, is evcn
more spcctacular given lhe PRC'S tremcn-
dous population.

Vogcl attribured last year's hypcr-
growth to Deng Xiaoping s now-leg-
cndary trip to South Chinx in carly 1992.

Uy mkl-1993, tleijing steppecl in wirh a

l6-point macr(xontrol plan to cool the
economy and rein in unsanctioned loans,
especially thosc to rhe real estatc sector
Gee me CBR. Septembcr-Oclober 19r9J.

p.4). Though somewhat mildcr and cer-
tainly shoner-lived than rhe last cenrral-
lqvel austerity program of l9tttt-89. lhc
tight-r.rcclit p()li(y pr()vcd unpopular in
the provinces and State'sector and $'as
cunailcd within a mafter of months. l)c-
spite yeur-end rumors that Vicc Premicr
Zhu Rongji, chief archited of thc l6p()inr
plan, wirs in disfav<lr, Zhu remains a

;owerful leatler and many of rhe plan s

measures have not been lhantkrned.
Beijinr{ remains commited. frrr exam-

ple. to rcvamping the rax and hanking

l,*tm'
t1T

i
'/t/
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l]ndeterred by snon and sleet, ovcr
180 Council memlrrs vcntured to Wirsh-
ingt()n to hcar lhe lutest <xrtkxrk on ec<>

nomic and political factors shaping Sino-
LIS commercial tics- Afiendees at thc
January 27'Forec$r'94 mcering had an
opponunily to reflcct on critic.rl policy
deciriions nrade by \rVashington and Bei-

iing last ycar, as wcll as gct rvind of whar
might lie ahcad in 1994.

Maurice R. Greenberg, chaimran of thc
Council s l)oard o[ direck)rs, opcned t]rc
meeting with a quick summary <lf thc,

board s Decemhcr visir to Beijing and
Shanghai (.s.le Ibe CtrR, January-Fcbruary
199{, p.{0). noting Chinese l<ldcrs rc-
ceptivity t() the Council delegarion.
Grccnbcrg reaffirmed th(, C()un( ils mis-
sk)n to prcscrye China s Most l'avorecl
Nation (Ml'N) status and cited rhc need
to frrnhcr lxxrst Council nremhc'rship to
make the organization's voice on Sino-[]S
commercial issucs cven stronger.

1994: fie Adminishotim's yiew...

l)onald Kcyser. direcror of the office of
Chinese and Mongolian affairs at the []S
I)epanmcnr of State, follo$,ed with a de-
tailcd analysis of the changes in tls go\.
ernment p()licy towirrd China last year-

Characterizing Sin()-fls rcl.llions in thc
past as t$() trains heading for a *reck,'
Keyser remarked that the hcared discus-
sions last summer on alleged sales of Chi-
ncsc missiles to l,akistan lnd the highly
publicized tls effons to search a l\liddle
East-bouncl Chincse ship for chemical
warf re ag(.nls had createrl a ncu' krw in
tht hilarer.rl rclJti()nship Administration
conccrn over the deterioration of rela-
tkrns triggercd a maior reviea' of LIS pol-
ic] toward China. The result was a new
policy of "constructive engagemcnt" char-
actcrized by improved diak)gue bcts.een
the two countries kee Tbe CBR, J,1.n]uary-
Fcbruary 1994, p.6).

Since adopting lhe ne$'policy in lat.'
199.3. Clinton Administration officials
have been meeting regularly wirh rheir
Chinese counrerpans. Al thc November
Asia-Paci[ic Economic Cooperation
(APEC) forum in S€atde, Presidenl Clin-
ton met with President Jiang Zemin. a
tuming point for rhc I'S-China rel rion-

ship. Se'cretary of slatc I00xrrcn Christo-
pher ancl Vice Prcmier (rirn Qichen have
since nlet in Pari$, and rvorking-lcvel
meclings on Ir.rde. financial, and hunran
righls issues hxve als() talken plxce.

On the qucstion of I)RC complilnce
with Clinton ri criteril for rencwal o[ MFN
status ft)r China. Kevscr noted that China



systcols. wrdning Statc cnlerpriscs oll
ceulraI sul)sidics. :rnd glining more
orr)ney fr<)n) thc pr()vinccs in or<ler trr

easc its buclget delicil. In thc mcinlime,
rising infLtiort, s hit h in lD3 rcachcd 1-l

perccnt nllkrlwidc ilnd 2J Pcrcclll in ur-

ban:rrcas, rcnuins xn inrp()nJnl (()n(cm
lncl could dL'r il llciiin!{ s umbitious re-

fornt progrlnr.

,..And the Council's view

Richard Ilrccher. lhe Council s director

of brrsincss ad'r'isory seniccs. conclttcled

thc nr()fning session rvilh an oven'iew ol-

th( (uncnl l)usincss (lim.rtc in Chinil. Thc

Iu((. oI fr)r(iEn rnr'(slnrcnl in (:lrirr] rn

l99J \\'xs e\.cn l-rsler thxn in 1992,

Brcelter notr'rl. ln l:rt't. ur tttuclt lirreign
investrDenl p()urcd inlo China last vcar as

in the prcvious l.r )'ears c(nnbincd. LS

c()ntPxnics norv havc over i.5{I) c()ntmcts

in (lhina r\'onh rrn)rc thlln Sl0l)illi()n.
()n rhc trx(lc si(l(. I S s\P{)ns l(, (:hin:l

r,rst .iiBnr6,.lntl) lu't vear. Ir:rnirul.trl'r in

c(luiplnrnt for lelccontntu nic:t tions.
p()wr-r gcnerxti()n, oil und gas cxpkr-
rJli(nr. Jn(l tlrt' rhcrnicll il(lu5lr) Chin.r

rent()\'ed inrpon licenscs on I nttorber ol
pnrlucts. us ()utlincd iJr lhc l)ilatcral a(-

c()r(l ()n nlxrket l<ccss issttcs. und rc-

clucccl tlrilfs on ()vcr -J,0(X) proclucts.

Nevcnht'lt rs. I S ('(nnpinic\ .lr()ukl ilnti(-
inJrc (('nlinLred ttud( lurricrs an,.l ririnl
costs to doing busin('ss in China.

teoding fie MtN chorge

Addrcssing tlrc (i)uncil membcrslrip
during tlrc Iuncheon sessi()n, Sentlor Mxx

llaucus (l)-MT) urgecl thc [)S govcrnrnent

n(,r 1(] 'drop the e(luivalcnl of a nttcle:tr

horrrh at nridnight on.luly J. lf lhe
Irnitcd statcs were t() $'ilhdraN (]hina s

\lljN tru(lc slatus, thc scnator exphincd,
lhc xverrge txrilf on Cllinc'sc goods
]r'orrld quintuple. leaving I'S consurtlcrs

hrrtl hit. As ChrD.l is \urc lo rr.r.rlitte
agxinst lls cxpons, the rcxl cost ()I MFN

withrlraull n'ould be nruch higher-
clusing xs nluch rs $10.5 hillion in krst
(rJxrns rntl 2lU.rrn,l()st j(,lx l)) l(I);

(lirlling trl|N an rrutdalcd ttxrl. Bau-

cr.rs enclorscd using othcr rleans l() en-

sur( I S ir,nccrn. (^(r l)Lrnln rigltls ln

Chrna arc aclclrcssetl. llart<tts concludecl

by uryling rtrcnrbcr companies to hlmnrer
Ixrrrrr.to tlr(ir Cltin(j.c (('ll(.Jguc\ tlrc inl-

ponancc o[ China s nrecting tl]e ()\'crrll,

signific nt progrcss guidL'lincs in lhc

l)rcsid(,r)t s i!fuv I99J IlxccLrtivc ()r([r venturc, which was late nergcd with the

inilial invcstmenl proicd. The compan)'
now hls thrcc separatc plants and a

Ibunh trndcrwry in Pudong, all of which
lre undcr the same legil eniry. Dianne S.

'iflhcarlcy of A1'&T explained that her

c(nnptny s network syslerDs di!ision hls
r:pr..nt.cl 6r'e joint vrnturcs all ovcr Cltinl.
but has found it difficult to consolidate
ventures in differcnt kx:llcs. l)anicl LcunS

At the vorking leryel

l)uring lhc aftcrn<xrn. nrcntbcrs hld
rhc (lun(( r0 c\anrinc nilt)-gritq (:ltinJ

issurs it a lrroacl range ol worksltops.
lli)\\' l,) .lllri(l Jnd nllrrnllrin :l \'(nltlrc {
grc:ltest res()(lrce-its stafl-rvls thc fcr

(us .,1 tl)( "(:r)\l\ (,l l)oing ltLr:int:s in
Chinx' semin.rr. Pirul I'xtt. :r seni()r c()n_

sultant at Runzhcimer lnternxti()nil. lnc..

notcd that since many vcsterncrs are

nou'willing k) &'()rk in Chinr, the cxpat
packages they are ht'ing offcrc-d arc mrt

.rs lrrvish ls in the past. Locll sulurics.

hon'ever. arc rising rcross thc board. ac-

cording to Edward f-ranco, iln inlcrni-
tionxl c()nsultrnt at llewitt AssocilltL's.

Tlre incrcascs arc dnc to high groslh and

intl. i()n ratcs in China and the inlcnse
( ompctrlr()n lrnong forcrgn a(n)lpJnics

fbr highly skilled l<xal personnel.

At the inaugur.rl rDeeting ()f the Coun'
cils chcn cxls vorking G()up. represcn-

lllriv(]r fron) r'erious cltt'mir'rtl c(nrrPJnic\

agreecl the gr<lup should tunclion as an

tnt()nnation lT.rnk lirr tlrosc \\ishinB t(, in-

vesr in Chinr. All agreecl serui-annual scs-

sions should lx' held in the futurc to pro.

vicle chemicll conrpanics x forutu xt

*hich thev could slrarc non-proprietxry
in[orrn:rtirln ltlrrut thcir expcricnt'cs in

Chinx rs well as discuss gcncral trcnds

and l'rusincss opfx)nunilies in the scctor.

Many C()uncil meml)c6 ergcrly plttici-
pJl(d in Ih('-t:xpan(ling Yottr l)rcsenr<' in

Chinl workslrop..hmes S. Maninsen of
S.C. Johnson \0ax discussed his crlur-
prn-\"s decisi()n to invcsl in r secon<l joinl
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Representotives of member chemicol componier decided to form o wo*ing group

thot will meet twice eoch yeor ond enoble them to network ond dixuss sPecific

chemicol industry issues.

of E.l. du Pont de NL'mours & Co. ()ut-

linecl the proccdurcs for selling up
l)upont China, a holding company and
u,holly frrreign<rwned sulrsidiary of the
prrent company. Prest()n M. Torbcrt, a

panncr Jt thc lu$ firru llaker & Mcxcn-

zie. provided an overall int()duction to
Chinese regulxtions ou the cstahlishmcnt

of seconcl invcstmenl projeos and hold-

ing companics, clarifying that at lcast two

ioint |entures lrc usually required ttforc
a holding company can [r set up.

The lirurth *'orkshop gave the Coun-
(ils f:xpon Controls working Group x

chance to mcd with ITS exp()rt conlrol
officiels. Rohen L. Pri(c. scni(,r Jdriscr
lirr expon control pdi(y at thc t)epxn-
rnent (r' State. provided r status rcpr:n on
the on!4oing discussi()ns am()ng th(] 17

nxtio,rs party to the C(x)rdinating Conr-

rnittc,e firr ltullilateral Export Controls
( (loc()M ). C()CoNl will be clissolverl
M:rrch Jl und rcplac<rl l:y x ncw (,rgtni-

/.:ltion l)efler suitcd to the post-C()ld V'lr
rvorld. Vann Van l)icpcn, also at thc
:tatc Dcpuflm(nl. g:tvc a clcar ovenicn'
of China s aclhercnce to intcrnxtionxl
n<>n-prolilcration rcginres sLt(ll as llre
Illissile'ltchnologl' G)ntt()l Rcgime.
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lxin S. tsrird, deput)' assistant secrclary
of ((,mnler((, for cxport adllinistrali(,n.
dcscrilrd currenl Dcpanmcnt of C<>m-

merce lic'ensing poliry toward China. tlc
statcd tlut $ 1.2 billion worth of lrigh-tech
g<xxls were licenscd li)r exp()n to China

in 1992, and $2.1 billion Eer<: liccnsed in
1D3. The picture fi)r lls conlpanies do-
ing business in China looks good, he
clainrcd, as fJr xs exp()n conrrol 6rliry is

errnccrned M rthr llJrris, deputy Jssij.-
tant sccretary of state, emphasized that

Council Boord Nomes Robert Kopp President

T\r() k!'}' Administrrtion otficials llsr>
uclcomed thc news of Ktpp s app()int-
nrenl. Winsl()n l-()rd. i(riishnt sccretrry ()f

slJlc for f:rsl AsiJn xn( Px( ili( ilftitir\.
note(l that'The []!China Busincis (:oun,

cil is.r lilrlly inrpotuinl r,()icc in the lla-
tionll dirlrgtrc (rn r(.lJti,)ns uirlr Chin:r.
v'ith lk)b ar thc Coun( il. I exped lhal thc
voict of thc l;S-Chin! liusincss Council
$ill (()ntinuc ro ht. lrturd clcerll in
Vashington on key issucs Jffccting lhc
tlnitcd Sutcs and China.-

Exomining Export Controls
'l'lre Councils Exp()rt (;ontrols Vorking

Cr()up met [ith Liu tlu. director of thr.
D('p rllrent o[ v ientific and li.rtnoLrgi.
cal Dcvclopncnt and -l'eclln(r()gy- 

In'tpon
and l:xp()n (STI)TIE) ar Chinr's Minisiry
of Fi)reign TiJde and llconomic (loopcru-

tion ( iUOFIl.(:), on Januxry 21.i. Ilcprescn-
tatives from ncxrly 15 memhcr conlpx-
nies attcnded thc breaklast mecting at the
Old tilr)in crill.

As dircr tolrf Sl l) l'lE. Liu i:' in
churgc ttI cxpr)rt ((,ntr(,1 politv rn
Chinx. IIe visited thc lTnitc(l St:ltes ilt
thc invitition of thc llureau of Expon

Morch'April I 994 The Chino Businesr Review

exfx)n conrrol poliry, tx)rh in rhe intema-
tional arena and in the United Statcs, is at

a crossroads. She wclcomed workshop
attendees to bring their concerns and
ideas to thc atlention of the Srarc Depart-
ment's Center for Defenrc Trade.

{,

a l

Rol)en A. Kapp has lrc.n named rhe
[ s-Cllina llrsincss Corrncils nsu pro,i.
dcnt. cffectivc April l. Kipp, 50, (ur,
rently diretts trvo husincss llroups in lhe
statc of Vashingtr)n. tlrc \Vlslringt()n
C()uncil on lntcmtti()n{l 'l"ra(lc nd tlrc
vrshingl()n stirte Chinx Rehti()n$ Coun-
cil. llc will srrcr:cctl Prcsiclcnt l)onakl M.
Andcrson. wlr() is futiring aftcr thrcc
leJrs Jt lll(j (:()uncil.

I\'lilrlrice R. (lrecnl)erg. chtirmiln ()l'
thr tlS-Cllin1l llusincss (lourrcil. ln
nutrn,.r'rl I'rrpp s apJxrintrnttt Lrllrsing
a.J:lnuxry 27 mecting ol'thc (louncil s

B():rld of l)irrct()rs. 'We bclicve that
I]()l) Kxpp is tllc rillllt pers()n t() lqld tlrc
Cotrncil in a pcrirxl of enornxrrrs signifi-
('rn( (' l() t \ rclirtion:' u itll (:llinit,
L;r(.cnl)crg rrotcd. l-hc c(nn lunity rr'
Us l)usincss cngagctl rvith (lhinl r)lust
lntl $ill $rrrk vigorrrusll in suppon ()f
:,1ahlc, l()ng-lcrm rclilli()nshipJ \\ ith
China. <lespitc thc'diflcrcnccs u,hich orrr
l$1) nrli()ns s()mclitnes c()nlr()fl1. ll()l)
KaPp brings t() the (i)uncil lhc cncrgv
ancl cxpcricnr'e thirt llS husincss !tec(ls.
an<l ht' u ill sc.n c thc l S-Chiru llusitrcss
C()uneil ilith (lisrincti( nt.

l)cputv US Trxde Reprcscntative
Charlene [Jarshcfsky, uhr: direcrs rhc
govcrnment's c,fli)ns to rcsolvc tftde <lis-

pures with thc PR(i. cnrphasizcd rhe rolc
of thc t!S-(lhina lJUsiness C()Uncil in
\'()iaing Pri\,ille-seck)r a()ncerns t() thc I is

ilr)t'( mt))cnl. In th<'tornl)l(r dis( u:\\i(,n
of (ihira p<rlity. thc lrs-Chinx lJusin(.ss
Council has llu'l)'s hccn:r l'alucd pan
ncr. I cxl\'(l ()Lrr cl()sc (-()nltcls t() r()n-
tinuc with Klpp thc (i)uncil$ helnt.
gi\cn lnv \crv higll rcgard for []oh
Krpp s conrinucd signifi(:rnl lcldcrship
witl) nrilttcrs ()l [ ]S-(lhina rftrcit.. '

Krrpp. rr lr, , lroltlr rrrh.rn( c(l ([,grc(], in
tlrc (lhina l'icld frorrr YJle Irnircrsit\'.
laught ilt Ri(c t'ni\,crsil)'and llt(, Iintvcr-
sit\ r ll V rsl)irU.lt()n frorn l9-7{),t(). I Ic hrs
prrlrlislrttl b.xrks .rnrl .rnirlt,',,rr Chin.r
.tncl is x frcqu(nt visitor there. llis $,ork
on pulrlic p()lic).(lucsti()ns has rnldc
hrtt .t l:rnrili.rr figrrrt. rn tr:r,.lt. 1x'licl r'ir-
clcs in ll)c nJti()n s (aPitll. K:r1tp and rlrt
\I'esltington (i)uncil ()n IDt(,rn:ttionul
'li.t<k' rn:tn.rgr.rl.r rl.rlrr' slr:rrt. oI tlrt Pri-
virtc-srct()r (livitY sUplx)rtirrg lxsl N(r
\crnl)er's Al)li(i nrinii,tcli:tl un<l lcudt,rs'
m(clings in scxrtlc.

Enf<rrcemenl xt lhe l)cpt(mcnt ol C(rrr-
mcrcc. Vhile in Wxsllingt()n, l.iu dili-
crrssccl expon c()nl()l issues $ith ()[fi-
ci:rls rt the clcpanmcnls of Cornmerce,
Stalc, l)efcnse. and 'I rclsury ((irst(nns).

Thc Council lrrcakftrst rvas Lir.t s onl]'
opp()nunil) t(, n'r(cr \^ ith tltt, V:rslrrng-
ton husiness cornnrunitv.

Liu tlrenkecl the Council li)r ils many
yerrs of work in ficilir:rting tis-Cltinlr
busincss relations. and then nisccl scr.-
eral issues of concern to China. 'l'hc

nl()\t irrrfx,rtxnt i}sur' wlr.. wllxl Lhinil's
status srrukl lt undcr (IOCOII s succcs-

sor rcgimc. I-iu xssurcd the grorrp that
China uoulcl n()l plss ()n to pr<tscritrccl

c()untries uny' high tcclrnologv trans-
ferrcd ro ir. Cllris P dilla o[ A'f.tT xnd
Bob Rirrog ()l l)EC. (()-ch irs of thc
norking grotrp, enrphasized tlrat the
COC()M talks nere srill ongoing and the
Americrn husiness comnrunity llso had
qllesti()ns lb()ut Chine s relltionship
with thc new rcgime.'l'he group thcn
prcscnted Liu $ith :l lopy of the lettcr
thc thruncil s('nl l.) l'residcnl (.hnt()n in
O(I)l)er delailil,lg its c(nlccrns irl)()ut US

exfx)n p()licv k )\i arcl (:hinil.
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No Voconcies

I Shon Xioohong

Expotriotes foce

long woiting lists

ond high prices

in Beijing

I Shon Xioohong is on ossociot'e in lhe
US.Chino Business Council's Beiiing
office.

intcr 199.J sas tteijing s

hotel rooms overflowing
$ ith exf'alriatc employces
seeking pcrmancnt hous-

ing. As a number of planned constructi<ln
proiects wcre haked inrmediateh' afrer
the Tiananntcn crisis k) prevent adding to
what qlr then :l glul (,[ offi(( Jnd (.si-
dential space on the markel, existing
propcnies have bcen hard-presscd to ac-
commtiatc the gron ing numbcrs of for-
eign staff dispatched to China in rhe lasr

two yea$-
According to t reccnt report in the

Asiat wall Str.,et .loutnal residcntial
rents in Ileijing rose 80 perccnt in 199-J.

Offrrc Jnd RsidcntiJl re.rl (starc pri(cs in
Beijing now rival thos(.in [long Kong.
Littlc rclief is in sight as dcmand for lxrth

rypcs of rental space is expected to c'x
cecd supplv for at least the nexi year. A
newly released repon bv Collicrs .fardine
in Ik)ng K()ng cslimates housing rental
rates will rise 15-20 perccnt in lxnh 199.r

and 1995.

Other living costs havc also soared. A
recent Econonlisl lnlelligence LTnit survcy
(ilc(l Bcriing as the sixth m(xt erpen\i\'(.
city in thc worid, exclurJing renr. Stccp
Irriffs on i,npon(.d products. <,rpcnsivc
tuiti()n fecs at intcmatioltal schrrrls. and
high prices ltlr tclcph()ne sen icc all con-
trihutc to the high cosl ()f living in rhe
Chincse crl)itxl.

For housing. Brijing is clcarll, I sc'llcr's
n{rkct. Expatriales (omplain ol landlorcls
d()ul)ling rcnts s-ilhout rvarning rrnd re-
fusing to pnrvide l)itsi( (,pair scrlices-
lrcts chara(lcristic of thc incre:rsinglv
tlkc-it<rr-lclrc-it xltitu(lc of suppli(,rs.

S()me renters rc'ponedly are even paying
finders fces ft)r lhe privilegc of g(rring a

contra(I.
To hclp company represcntatives plan-

ning ro move t() Bciling. the Council sur-
veyed costs al a number of residential
propenics in Decenrber. All of the prop-
erties dcscrilx'd on the f<rllowing pages
have kitchen and barh facilities in addi-
tion to teleph<>nes. arc fumished, rnd in-
clud(-' utilities unless otherwise noted.
Parking tees are not included and usually
cost at leas( $tl6/month. Minimum lcasc
terms are for one year and renls are.

chargecl in tls dollars. unless noted. Ile,
couse thcy were already priced in dollars.
m()st rents werc nol adversely affected by
theJanuary devaluation of the -ltuan

V/hil(. the greal mJlorir) of foreign
businesspeople reside in thc propcnies
listed, loreigners can also livc in private
rpanments lvailahle in a few Chinese
buildingri or in &)rmitory .rpartnrents built
frrl f111(,1g. teach<'rs at sevcrll lcx:rl uni-
vcrsities. But hecause the avlilability of
rtrch accommodations is sporadic and
thcir number small, these facilities have
nrl heen rnclutled in this c(,nll)ilal i( )n.

Morch-April I 994 The Chinq Busine:r Review 't3



Homes Awoy From Home

4. Sonoi ("3-i") Residerres
Ii Gulnithu.rli. l(X)02{)
'lcl: i0l ---lllJ
Momhl) rc,rt S.t5 sq llr
u riring list: l0
I(cnrxrkr: ln tl)c (lipl()rttlltic. L(,tlrmcr('illl.
.rnd Iinincixl district ol llciiing. No h(rlll)
club licilitirs 0r prrking bl.

5. Chino World Trode Cenler lodges
l .Jixngt,(rnco\\xi AICnuc. l0(l)10
'I r:l : 505-.l2tttt
\l(rnhh' rcnli linn $-a.lll) ''() sq nl

( 55{) sq nr )

Waiting lisl: 200
Renrilrks: ln thc hcan ()flhe (liPl(nnxtic.

r'r'rrrnrcrrr.rl, rrrrl linur)(ul (hslrn'l r)l ltciiing
Supernurket. sll(ps, l)llnk. p()st ()lfice.

reslaunnts. rncl ltelhh elul) J\':lilal)le.
l'rrking k)t.

6. Clnng Fu C,ory Ho|el
26.JiJn8u(nncnwri Avcnue, lo(I)0 1

'ltl: 5l I'll5'0
trl()nrhh renr: Sil)-A) sq m
vxiring Iist: -'l{)

Rcnrarks: Hortrc to ntln\ iI) llte.ixpxn(se
lrrrsrncs:' tr,rntttttortl' SltoP., rctl.tttr:tttt.,
ancl hcrlth rlulr lveilll)l(. I'rrking l{}l
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I. Diplomalic Compound
1 xirshui Slreel rl -liilngt)txttc'nNxi Al crltrc
li'I, 502'iJ9 t

Rcnt: N,A vxiling listr N A
\rini[]unr lcnlr: N A

Rcnlrrks: lncludcs.lienS(,(n)lcnrr ili
Rcsi(lrnccs. Qiiiii-vurln lllsidcnacs. llnd
'l-evr.ren Rcriclcnccr. Re\(n'cd in Prtlcil)lc l{)
nrcnrltrs ot tirrcign tliPlnnttie (()rps. htrt

a(uilllrlc on un ld-ht)c l)isis t() ()tl)c$.

l,ulscs mx currcntll' lvlil:rhlt.

2. CffiC {lnernoliornl ltilonsions)
l9.lirnguotncnNai Avenuc. l0(IXII
Ttl: 5{)0-225i
Ift)nthh r(nr: 560 rq nt \x'rtting lisl: 11)

Rcrrtlrksr ln the cotntncnialand linencill
disr (1 ()l llciiing l)rrkinS k)1.

3. Huoxiong Residemes
lnlcrs.'ctk)n ()f Jirnguonrtn$ ai Avcout ltncl

(ir()h(idiiln llci Rox(I. I (rr)25
'Itl: 500-l IJJ
\h)nthlv rent: Sl.(I)0 lo- s(lo) (Slt s(l nl)
\\'ailing Iist: l0
Mininlulrr tcrln: 6 nn)ndrs
Rtnurks: 'l\rrrlclcl apanrrtents s ith rnt:rll
l()fi rrcas. I Ieihh (lub, lconis c<xtn. lncl
prrking l(n rv:riLrl)le

7. Overseos Chinese Vllog€
.Jiangu([]cnw.li Avcnue 101)022
'li.l: il i-litlr5
Rent: l'nvltcl) (^\'ned tpxnn]cnts, rent

sul)ject t() ncg()tixti()n
wrilin8 list: \ -{
Minitl)unr lcnn: N, A
Rcrrurks: [ ]nlirmishc(l. l-(t(:llcd x.r()ss lltc
strrcl lr(nn Ihc Fri(n(lship Str)rc rn(l nc\t lr)
SCI II T()q,cr. S$'innnii8 l)(x)1. Pirking.
Rss( n'cd in principl! to ()\'crsc':rs (lhinesr

t-anrilirs.

8. Huorsi Resilences
Elst (,nd ()[ liisong Roid. (:luoyrlng

I)istricl. l{xX)21

Tcl '16-()ri8. -li lo5
Monthlv renl: li75:(hy/70 sq nt ($J2's(l t)r)
$ riting lisl: lU
lllinin)um I(nn: ()nc nv)nlll
R(,nrJrks Apnfl )\r,Drlclr ..1 I'rtt lrorrr tlrr.'

Chiox ut)rl(l ]'.Jdc Centcr-rnd -l knr fnrttl
Ritan P:rrk dipknnrli( arcr. Shops.

rcst:lumnls. indrx)r s$ inrnting prxrl.
g]'rnnasiur . lnd ()lhcr sgrns f:tt ilities
l\'uihble. l)rrking krt.

9. Ihe Hong Kong ond lhcoo Cenrcr
l)(ngsishitiro Liii:r() Uridgc. l0{X),17

r

tf



13. Jitrg Guong CentEr
IIujilr Lou, (illa()yxng I)istri(r. 100024)
'fcl:501'J188
Monlhly rent: $51/{ nt \Ihiling list: 80
Rcnrarks: Srrpcmrlrktt. shops. reslaur.rnts.
hculrh club and purking k:t. Shuttlc huscs to
d(^\'nt()1\ n :lnd iliqmn lrr':rilahle.

14. Eost lake Recidences
-35 Dong7hinlcn$ri Avcnuc. 100027
lcl: +67-U221
j\l{)ntlrl} rcnr: $50. sq ,lt \viiting lisl: 100
Rtmarks: Shops lnd lre:rhh club lr.eilable.
Pxrkinr4l(n.

I 5. Jingcherg }lonsions
6 Xrn!'u.rn \.rn Rr,.rd. (;luo!rng I)i\rri('r.

l(xI)ll
Tcl: {(16'(xlt+l
Il()n$lv renrr 5l.l sq m Niriling lisr: .r0
Rrrnarks: Shops. hcalth clul). xnd parking
l()t

I6. Beiiirg tondmort Tovers
ll I)ongs:tnhrurn llc.i R(,itd, (:hx()yxng

l),srri(r. | {xIl2()
'Icl: 501 t)688
Iknrthl\ rc,r: S.l i30 il sq nr (S5o sq nr)
V'xitinS lisl: t0
Rcnrerks: Su;^-nttltrkct, rcslJrtrxnt:\, tn(l
hcrlth clrrh ;rvrihhle. I)xrking k)t

I 7. Guongming Residences
Lixngmlqiir() R()ad. (:hiro\.xng I)istri( 1,

lU)01f)
Tel: r67-tttU2
Nlonlhlv rcnt; S1.000'l i0 s(l m ( SJ I,'s(l m)
Vniting listi 20
Rc lilrks: Sll()ps. rcstllurants, hcalth rlub.
tennis coun, and parking lrr avlihltlr.

18, Yonsho Center
50 Liirngnlr(lix() Ro3d, ahir()vang l)istrict,

t{xx)t6
'li'l: .165-.1.'ttlti

Monllrly rcnlr $5(l60rsc1 m !,X/!itting lisr: -.t0
Rcnurks: Ncer tlrc Sanri.un dipknDaric
quarlcr. Sh()ppinrE ccirter. pool, tcnnis rnd
.rlrr.rslr cr,rrfls. rlLrnr.rnrJ sohrirrnr. p.rrking
Iot.

and relativcly quier. About 30 km knr lh(,
dnbass)' and fi nlnciitl diin(.t. Pri(c
supposcdly unchangcd since -),r,/,
tlevaIr:rtion

23. Yonshon Hocl
lJSA tlridhn R()ud. Ilaidirn I)istricr.

l(xX)li6
]i'l: 2 5(r-3.tlltt
l\i(rnrhl) rcnl: $ t.000,90 s(l nr (S-i{/s(l nt)
V'xiring lisr: -.10

Renllrksi Sh()ps, lcs(xurants, antl hcahh
(lub Jttihlre. l)ir.king l()1.

Z. Frirndship llolel
J Baishiqiro R<xcl. lkridiln l)istricl. l(X)ti7l
'lel:tia9 tlulli
I{cnt: $55/(lay./50 sq rn (SJJ./sq nt,hn))
W'airing li$: 100

llemarks: A Sr.rssy cornp()und in thc
uni\crsiry districl. :ih( )ps. s\\',nntring [xx)1,
r(,\trlrrrnl\. pJrkinJq Ir.'m nlrnUt(,s t(, the
.lillngur:nrenu'ai erea.

25. Beiiing Exhibition Centtr Holel
1i5 Xizhirilcnwlri Avcnl,c l([X)-r.r
'li'l: lljl-6(rJ3
Rcnl: S100,(lx\',/75 sq In ($J9 s(l nr/nn))
\r'riring lisrr none
Remrrks: Sh()ps, restatlnrnts. irnd health
rluh avaihblc. I,nrking bt.

Notq lri$t pricc lislcd under rcnr is quoted
lJre. l'igtrres in pJrcntheses rverc clerived
frrrm quoleclamounls.

(.i ) tl)ihd b.t'Shd,t Xi4)ho1tll

A. llendenon Gnter
Ch;rngan Avcnuc
Tcl: 50u 9(ri5
Renurks: Avxihblc in lqX

8. Wongfuiirc LorE Age Squore
Irll( r'st(1r()rr ()! l)(ngsltik()u ilrrl

\\.rn{luiinX 5lrL.(I\
Ii-l 19l llrl. 191 llrJ
Il('rrlirrks A!.rl.rl)l( i,r lr/-);

C. lnternolionol €lub
.Ji:ln!u(nircn\\xi A\(,nuc
'frl: 5-ll Iltli
Rerurrrks .{veilublt. in e:rrl1

D. Yuonmingyron Gondon Villq5
\'uxnmingyurn Xi Slrcel, Ilai(liJn
l)istricr. l{Ix)91
'l elr .158-1056, 258-1057
Renurks: Vilhs surnrunclecl h1

\irilnnring g:lrdtn. Sunnncr P.llxce,
Yu(luxn Ik)unltin. rnd U cst i\l()untxin.
Sevcn m()(lcls [i)r single-l:lntil].
houscs-inclutling { cop\ of rhc V'hirc
Iknrsc-i(, he l)tli]l ()n c(xrlrxct. Pl()ls
n()\ l)eing olllrcd li)r salc.

Properties Expected to Open
in 1994-96:

l5

'fel: 501-22lill
Ilonthlv rcntr Sii/sq nl \f:lirjng lisr: 30
Renurks: Shops, resrxumnt. und hexhlt cluh
xvxilxble. l,arking lor.

I0. Beiiing Asb Hotel
ll Xinzhong Xi Road. G()ngti llci Roxd,

1ofi)27
'lcl: 5(X) 771+l

Moothly rent: $2.500/70 sq nl (S.$,/sq m)
Waitinlt lisr: i
Renrarks: l,<rat*l neer the Workcrs'
Stildiullr rn(l$,ithi,l I shon dislrn(e ()fthe
city s dhknnntic quancni. Sh()ps, herllh
cltrb. I rrrng< . and glnrc r(x ln J\'.lilalrlc.
l'rrking kn.

I l. Choins City llobl
-l G()nl1ti l)(nrg ll()xd, (lha()\'xng l)isln(t.

10(x)27
Tcl: 5fi)-t'D
lU()ntllly renr: $4.6.10/92 sq rr (S50/s(l m)
Wxitiog lisl: nonc
Jllininrunr tcnn; six months
Rclnarksi L(r;rtcd in lhe Stnsitun cmhxrisY
an.r,:t lleiiing \lxrps. (.\tJutunr\. mor)c\
crclrange, :rnd ht.alth cluh evaillblc,.
l'arking l(n

I2. Yorgon Resilences
iA N()nLzhlngutn B(i Road, l(XX)26
ltl: 501-11ttll
Rent: S6()/'dr),/64 s(lrn, $t-.}o/day,/ti0 sq ol

(S2ti-26,sq m'mo) Vairing lisr: n{)ne
Rcmarks: Tur> anclthrce ()()m apaflmcnts.
Hcxkh c[rh rnd parking kn. 8 km from lh..
n)Jin lrLr\incss(listri(1 rtJi ngrxnl)(,nwri

19, Huiyuon lnlemotionol Aportnents
Iolersc(i()n r)fli llci(lrtn l)ong Rorcl lnd

ll('r\ilru.rn Zlr rrS R, u(1. An(lin8nr(.nu'.r.
l(x) I r) I

'fel: r9l-05 i1). 499 15 19

Ilonthll rent: SJo sq Dt v:rilin{ lisl: nonc
Rt'nurkr: 9 kot litxn'l ianrnnlen xnd ()
rninul(s ri(lc fr(n) thc CJpitdlAirp()n.
lirstrc\s c(,nter. li,rciran (\rrrcncy crtlt:rngc.
rrsllurant. end trnclergnrrrrkl parking krt.
Sotttc lxopt'nir'. rrrnrlnnc olh(c rn(l [r,mg
(luan('15.

20. Holidoy lnn Lido
Intcrsccti()n (,[ Sh()u(lu _li( hang R{ }ird xnd

.liang.tri R()ad, 10(){xli
'lc| rj--6&llJ
lu()nthly renr: $().720/ 155 \q m ($ i-l/'sq m)
U'ailing lisl: 200
Rcrrr rks: Nexr tllc Capiral Airp(n1. An
intcrnrri()nal sdkx)l .lnd kinderglrncn :rrc
(nl lhc prcnuses !k)nfa with lx)wling allcy,
sln,ps. restrur.rnls, sulx,mrarket, grst olhcr..
bank, hcalth cluh, rnd parking kn. Shurrlc
bus (r rkrtl'nlo$'n tncl xiq:()n rvxilablc.

21. Beiiing legend C'orden Vllos
litt Sl'uruclu Jichang Roacl, l0(E2l
Tcl. +56-1616, +5()-l I .1.'t

Monthlv rcnr: g2(L-Jl./vl m plus utilirics
\vxiling list: nonc
Ilcnutks; Apannlcnls. (r$rrltoust's, anrl
\in8h' Lrnil) lx)uscs lr(,n1 ltrl-l-- \(l Dr in
thc n,,nlrr:rsr sul)tlrhs r,[ t]r.iiing \rrrrc unir.
\\1lh lake !'i(w- F:rcilitics includc
supefl nxrkel. s\\'inlming [x)()1. gvnlnasiunr,
sqrash corrrl, tL1]nis cottII, .iaune, ud
prrking ganrge Shr.rttlc hus st,n,t(( I();rnd
frtrm <krwntr:wn.

22. Summer Poloce ADorlments
(Yiheyrnnl

S(rnlrrl(r P:llir(e. I Ilidirn Dir{ri(1 ll)00()l
Tcl: 25tt-l I H cxl. 162

R(nt: s-r(xnn sualc, Yl,(}ln/(hy/l(X) sq nl
(SJ.r's<1 nr'nro)

-a-fixnD suilc. Y75u/(hv/fi) sq m
(S.{J sq nr m(})

i\linirnunr Icrnt: norre
Rcrnxrks: In lhe Sunnnur PalJce c()mp(,Und
in a n<rnhrvlstcnr suburl) ()l lleiiing (;,:ls1i\
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The Roce is O

Michoel J. Dunne

I f v(nr c()nlorrc the Chin(sc rut()mo-
I tiv. in.lusrrv to an Indv 500 race filled

I qith forcign .,,.prn1 enttanls. il
I woultt srill he trn <':trly to Pr(di(l lhc
$ inner. vhile some competitors are

b:rrcly past the st:rning lint, others luvc
moved quickly to thc front. But thc tlut-

come is far from cenain, ls unlirreseen

obstacles could sl<n' the pace aotl <lttt-

side frrrces could alter thc course mid-
q,ev througlr the race-

\[/ith all thcsc uncenainlies, why are

thc world s leading autt> makers kecn to

iunlp in the fray? Rasically, they havc li(-

tlc rlu'icc. I'J('inE ncar-m lurc markcts in

Nonh America, Jrpan. nnd Eu(rPe. car

nranufucturcrs arc looking t() gr()s' elsc-

whcre-ancl China stands out as the
*orld's largest ;xrtential mtrkel

A growirg inhnf

lllc inl('r('st oI thcsc contplnits is

gcnerally warranted, despite the uncer-

txinties of Chind's infant tuto industry.

l)(nnestic assenlbleni and Parts supPliers

enjoy considerablc govemmenl supP()rt,

demand fr>r vehicles is strong, and thc

c(luntry's !'con(rny is growing by lcaps

antl hotrlds. But to succte,.l in Chini s

:ruto indust1', forcign c<rnrpanies need

lx)th th!'tighl tcchn()l()gics to olfer ancl

acccss to dre right playcrs.

Ily urrrld stlnrlards. (lhint's lttto in-

duslry is still snrall, but thc <rruntry is last

()n its lvxy to br'coming a major nrarket.

Prior t() 1q79. Chinir prodtrced only

Con foreign

componies still corve

o niche in Chino's

outo industry?

r Michoel J. Dunne is monoging dirx-
tor ot Aulomotive Rercurres fuio [td., o
Bongkok-bosed oul,omotive consulting

firm speciolizing in fuion mo*ets.

alxrut 160,000 vehiclcs euch ycar, and

tnrcks lnd buses accountcd f()r over 90

pcrcent r>f total vehicle oulput. In 1992,

for the first time. China pr<xluced I mil-

lion vchiclcs. including trucks. buses,

and passengcr vehicles such as sedans

and nrinivans. According t() recent state-

ncnts by Chincse officials, 1}).3 vehicle

output reaclred 1.25 nlillion. Induslry of-

fi( ials have largctcd vchicle outpul to top

3 nillion units annually by the ycar 2uJ0.

\(ihile this krng-range proicction ol
China s aut()m()live p(lducti<ln may bc

optimistic, (lhim s auto industry will sec

extensivc industrial development tlrrttugh-

oul thc 1990s. vith lhe uhinr te 8()rl of
producing passengcr cars entirely dc-
signed and nranufactured in China. llei-

iing nllmed rut()nrotives a "pillar industry"

of rhe llighth l-ive-Ycar l)lan (1991-96),

along u'ith clc'ctronics, trr,lchine buildinE,

and petr<rhcmicals. ln 1992-93, as pun of

ll(ijings drirc to srrqnglhcn thc :tuto in-

drrstry'. rr nutnber of iltt() ((,mP()nenl it,int
vcnturcs \r'erc aPProved (.s.? P.25). Ovcr
dre next hvc years. tlcijing will attc'mPt to

consolithrr.' th( induslry l)\' ln)lslcring

Pll\sen8('r.('Jr pr()(lu('lion ln,,l rnrpn l ing

thr qurlir, of vchiclcs and contp<lncnls.

Carr,ing ()ut such plans $'ill requirc k)ls
of cash-and tonsiclcrablc :rnrounts o[
Iirrtign tc'chnolog.

trogrnenbd ond pdecled

Inlpr()ving the elficiencv o[:tttttl pro-
(ludion will bc no cusy task, ls China's

r6 The Chino Business Review . Morch-April 1994
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tocus
industry is perhaps rhc most fmgnrenled
in thc world. The country curenrly has

more than 200 aisemhly plants with an-
nual procluction capacity ranging from
100 units in small garage factories to
150,000 units in modem joinr-venrure [a-
cilities. The componeots sector is even
more sr':lllered: industry andlysls (]stimste

that of the thousands of autn-pans makeru
in China, only a tiny pcrcentage have thc
ability to maoufacture qualiry prqluds.

Such incfficiency is largely the resuh
of past central-level policies. In the frrst
decades of the PRC, Chinese leaders en-
dorsed the manufacture of commercial
vehiclcs uscd for puhlic service. placing
he-Jvy emphasis on pnxlucti<>n of rrucks
and l.:uses. Combined anrtual production
of passenger cars such as the Hongqi
and Shanghai sedans used by scnior
Pany omcials was less rhan 1,000. In rhe
1960s, when Mao Zedong launched rhe
Third Front, a straregy designed to pr<r
tect China's industries from foreign at-
tack. aulo component and vehicle as-

sembly plants were moved ro the
inleri()r. The shiti exaccrhated incfficien-
cies as vehicle manufacturers generally
did not share tcchnology and could nor
achieve ec<;nomies of scale.

By the carly l980s, domestic produc-
tion clearly could not meer the demands
of the growing Chinese economy. \Jrith

some reluctance, lleiiing pernlined vehi
cle inrpons. lly the middle of the decade,
Beijing was alkrwing litreign investment
in thc sectorl the fint frrreign firms to en-
ter \,!,ere Volkswagen and Anrcrican Mo-
lor..i Corp. (sincc Lrken over by Chrysler).

In n efti)n to protect China s aut() prG
duction center lnd lessen the outflow of
foreign exchange, tseiiing imp()sed r sys-

tem of impon licenses, qurxas, and higlr
tarilT r:rt<' ()n i)rcign-mads vchicl(.s in
l9&). Currcnrly. China s rariff ratcs nnge
frotn.l0 pcrcent on buses and hcavy
trucks lo 220 prrcent on full-sized pas-
sengcr cars. These r:ttes rank among the
highe,st in the urrrld, lhough Chinx is ex-
pected to reduce thcm gradually to
demonslratc its compatibilir). i\.irh thc
(lencrul Agrecmcnt on 'fariffs ancl Trade.

Key plq,ers

As in milny othcr scrtors, China s offi-
cial fx)lic) toward the auro industry has
been to cncourage drcentralization of
pruluction but retain ccntral-level super-

vision over the indusrry. \flary rhat tffF
rapid dccentralization would foster du-
plicativc p(xlufiion and waste rc'sources,
BcijinS still controls many facets of
China's ruto industry.

The Ministry of Mxchine-Building ln-
dustry (MMtsl), the Srare Adminisr,alion
of Building Materials. and the China Na-
t ional Autonrorive Indusrry Corp.
(CNAIC) are the central agencics that su-

lndusky officiols

hove torgeted vehicle

output to top 3 million

units onnuolly by

the yeor 2000.

pervise the auto indusrry. M,MlJl ovcr-
sees thc manufacturc lf hcalry mlchincs
aod technical machinery used in vehicle
pnrduction, while the Stare Administru-
tion of lluilding Materixls mainrains .on-
tnrl <>ver many raw materials and inputs.
CNAIC, $hich repons r() MMUI. rradi-
tionally has been the most important
player, as it scrs r>fficial policy in lhe

auto induSry, panicularly with regard ro
foreign investmenl.

Originally charrered ro design, de-
velop, and manage the enrirc indusrry,
CNAIC mainlained authoriry over all lev-
cls o[ auto industry dcvelopmenr and
marketing through rhc mid-1980s. But,
like many quasi-govemmental industry
corporations, CNAIC is now moving toF

ward a more commercial rolc. As the
power of provincial governments has
grown, CNAIC's authority has shrunk,
and it no*'has approval aurhority only
for projccts valued over $30 million. In-
creasingly. CNAIC concentrates on at-
lracting new foreign investment, and
sFncls less time sening and implement-
ing industry grlicies,

Based in Uei,ing, CNAIC is comprised
of 12 administrativc divisions,6 compa-
nies, and 8 autom()tive instilulions, in.
cluding research institutes, vehicle test
sitcs, and a publications s€cdon. CNAIC
also oversees other seliments o[ thc in-
dustry, such as science and technobgy;
education and tmining; and labor, qual-
ity, and finance.

ln rcc'ent months, however, the emer-
gence t>[ a new playcr on the auto scene
has altered some <>f CNAIC's resfronsibili-
lics. In Septcmber 199J, ((nrral aulhori-
ties created the Auk) lndustry Bureau,
which falls undcr MMBI auspices.

Motor Vehicles Produced in Chino, 1993

! Possenger Cors

Medium ond
Heovy Duty Trucks

I Lighr rrucks

Hl Buses

SOURCE: ARA Asio Ltd

t,250,(x)o
Totol

27"/"

26"/"

32"/"
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Mony Chinese outo

officiols concede

thot more possenger

cor ventures ore

likely to be opproved

in the future.

Irs:'umcd the llsk ()l lbrnrul ling xnd inr

plcnrcnting )rrul conlenl :rnd tltriff p<lli-

crt.s Ilut rt:' tlr(' dclin(llii,n {,1 rc\P)n:'i-
l)ility l)rt$'ccn (iNAICllnd lhc Aut()
ln(lustn llur(ru is frr lrorn t lt'rr. lirrciEn
(r nl)pil,li(: r'onsidcring in!r'\tnlcnl\ in

thc scctor u'ottlcl be \r'ist t() ctrltivxl!'
c()ntacls in lx)th orgxns (.$(? P.2J).

Room br foreigners

Ne\\' invest()rs in China rvill find
tlrenrsclYcs i()ining l]uropean. Afirericiln,

ancl .lapanesc c(nnPanies prrxlucing a

\\'idc nrngc ol vt'ltrt'les. in(llrdrng r)tini

cars, sedans, pick-
ups. vans, buses,
and hearl trucks. In
additi()n to cquity in-
vestnrcnt, forcign
companies provide
considerlblc tech-
no)ogy ancl managc-
nT enl kn<ltl -how.
and arc helping
spread the principles
()f efliciency, c()st,
qualit), an(l tinrcli-
nc-ss,

'l hc earlicst fi)r
cign iDvestors in thc
sec'tor rterc grotrpcd
into x l9li6 llig
'l'hrcc, Lilllc Three-
poli( v designed to
consoliclatc .r tl t()

manufacturing and
tlevelop econonties
of scllc. 'l'he original
six mljor passenger-

t ar ptoclucers in
(;hina-slranghri
Volkswagcn. Iiirst
Autollorks, Second

Autow()rks. Ileijing
Jcep, f ianiin Daihatsu. and (luangzhotr

l)cugcot--{ogether with Sheny nS Jinbci
Autom()tivc Corp., Nanjing IWCO, and

Jinan tlcavy'lruck Corp., arc the hrgcst

Wth cors priced out of reoch of most of $e populotion,

motorcycles ore goining in populority.
t,h1rt,.tturh\1 ,,/ I\t',t l,thli,\t '

velriclc producers in Chin:r. liy 1992.

thcsc con)pitnics pr()duced 75 Pcr(cnl (r'
Clrina s l()tJl vchiclc output. contparccl

to the 50 perccnt prrxluced by the krp
20 .rssernl':lcrs in l9ll0.

Olhcially. lleijing hrs nt: plans to per-

nlil ner,,,' passcngcr car assentbly li-
c'(nscs,:rnJ is c()n(entrxtinl t)n cnsttring

th{t currcnl nranufucturers reach suffi-
('icnt calxcilics lnd cxpr'nrsc to strn'itt'
on thcir ()rvn. Priva(cly, though, min)'
Chincse auto of'licials conccdc thal morc

passcngcr car vcnlurcs are likelv lo lt
approved in thc future. Honda. krr c'x-

amplc. lnnounced la$t ycar il had signc(l

an :lgrcctnenl to asscnrtrle passcngcr
clrs, but repons suggest that Beiiing hls
put the pr()iect on hold. A nttmlx"r of in-

dustry analysts bc'lieve the II()ndx proicct

ultimately u'ill go firrwarcl, as Jlpanesc
aut() c()mpanics-and thcir aclvancccl

technol()gics-hxvc had a limited in|est-
nrent prcscnce in China thus [ar.

f()reign manufaclurcrs l:r<c no official
reslric'tions ()n apprcx'll of nc$' non-pas_

senger :luk) ventures. lncl ()pP()nunitics

also cxist to producc minivans, lrtlscs.

and motorcycles. As trucks and buscs

Who Buys Cors in Chino?
I:nlikr' thc- sitLlllli()n in ntost otltcr

(rruntriei.. tlrr pttrrhuscr of .t r'rr in
Chinil Fcnerallv is not an inclividttll.
!)ut an orgirnizilli()n. I Iist()ricxlly, P(r-
nrission to pur<1t:tsc vehicles lrits lrcn
gruntcd nritinll to qork units (r/aarrr0

ln(l cuffenl passenger ctr sxlcs slill rc-

llect hcavt purchases lll govcrnmcnl

cnlrti( \. llst veJr. f(n cxamlr(. ,n c\li'
nlatcd 110 per(cnt o[ Passcnger cars

sold in China tcrc purcha*'d by gov-

crnorcnt nrirrisrri(js, Slrte cntcrprise
duttuvi. .n<l g()vcrnlrlcnt instituti()ns.

Privi[r cntcrpris('s ancl hrrcign c<ltnpa-

nies accounted lirr ahut 19 lrrccnt of
plsscngcr cur sales last 1'car. InclividLral

br.n'ers alcounlcd only filr art>und I
perccnt ol slles, though this scglncnt

is c.x1^-ctcrl to grot slo,rll rts disprrs-

ahlc ioaonrc rises.
'Ihc high pritc of vcltitlcs in Chinlr

pushes thcnt <rttt ol re:rrh ()l'tn(,\( Pri_

!,ate citizcns- At (rre cxlrcmc, ll l()P ()l--

thc linc lrcrruri rc'tentl-v sttlcl in Sottth

Chinr reporledl,v c:tmc rvith I
$7i0.(XX) pricc lag-nl()re th:ln t\\'i(c
the vchiclc's pricc elseuhcre in the
worl(|. llut cven mid(llc-markct. (l()-

nrestically pnrduced vchiclts strclt its
the Volksrvagen Santxnr ilnd tleiiing

.lcep currently scll lirr arotrnd $23.000.
(;i\,cn thcse prices. Chinesc .itilens
wishing to (akc l() thc rorrd uill lx'clt>
in8 so i{itll two \ltcels lirr sotne tinre

l() c()lllc.

-.llich.t.'l.l. 
Du t t t.'

t8 The Chino Business Review Morch-April I 99r'

Ileaded hy t()p:rut() p()licynlakers ti)r-
rnerll uith CNAIC.rnd under tltt'dirc,.'
tion o[ fomrcr CNAIC vicc Chairman t,u

Fuyuan, lhe ncw l'rureau has supposcclly
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HOLIDAY INN HAS

(,OVERED

With 13 hotels and more opening s<>on, no one

has China bstter covered than Holiday lnn. And no

one is better able to welcome you with all the

comfons and securiry of home.

While each hotel has its own unique character,

togerher they share the rraditional Holiday Inn

values. International standards of accommodarion

in a convenient location. A reassuring array of

eastern and wesrern cuisinc'. And :r remarkablv

comp€titive room rate.

Who herer to stay with when you're in (lhina.

ltl\tot'dngDnrr
China

STAY WITH S()MEoNE YoU KNoW.
FOR R.ESEII,VATIONS CONTACT OUR R-ESERVATION OITICES. YOUR TRA!'EL AGENT OR AI{Y HOLIDAY INN HOTEL

( ht R.v1 \.'ri,nr ( )lli( r\r t s,\ l'8lllll l( )l ll)t\: I L,r,a li{,rr ;:tl; l]r,rr-):i
+ltt ll litr(.r ll,rcl \r r rr rrrrrragrrl l,r ll,)lxl.r\ I'r'r \,\i)r kl\i(l(.
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FOCUS

generallv rcquire li'wcr an(l simplcr c(nrr-

p()ncnls lll:tn Pxs\('ngcr \cl)i( l(\. lleiiinB

rnticiprtcs greirtcr ccon()nrics o[ scllc

Chino s outomokers

still log 1O yeors

behind those in

odvonced industriol

morkets.

pon to balancc their li)reign exchangc

even though qualitl problems currendl'
prcv('nt Chincs( ilul() i()inl v(nturcs fronl
selling thcir vc'lriclcs and pa s ()n the
world markct.

Ncvertheless, protecting China s infant

aut() industry remains il priority for Bei-

iing. In a dnconian movc last year, the

c(nlral govcrnmcnl b:tnned vchi<'le inr-

ports altogethcr as p.ln of its effort to
c.<xll thc ec<>nonry and casc China s tnde
deficit. The imfxln han. couplecl with a

concornitant credit crunch, pul a gen-

uine, if temprlr.rry. dent in sales of inr'

;xrnecl and domestically produced vehi-

clc's alike; imfxlrLs in August dropped to
half those in July whilc'several auto ven-

turcs found thcmselves with st<xkpiles of
new vehicles by the end of the year.

Hotvever. ovcrall denrand for vehicles
remained strong enough to nlorc than
doublc total auto imports for the first
three quaners of l9t9-i over the same pe-

riod <>f 1992, accortling to Chitw s Ctts'

toms Statlistics. [mports of passengcr
sedlns from January-SL'ptenlbcr 199J

wcrc 250 percent higher than thc 1992

figurcs.

Fulure gmls

During tllc lr90s. Ilciiing will (ontinu(

efforts to consolidate thc industry
thr(\rgh explnsi()n of nritirrr pr<xJuction

bases such as the First and Sr:cond Au-
tow()rks. At the same time, Chincse ofh-

New Sontonos roll olf the Shonghoi Volkswogen orrembly line'
I'h,rtLt tu:t.)J lit,tt\nt Ikh r\ l,it.\,ttl)

Principol Competilrors in Chino's Possenger Cor Morkets

Monufo<turer

Beijing Jeep
First Atrlrcworks
Guongzhou Peugol

Jeeo Cherokee
Vl.i C,olt, J"tto, ardl t OO

Peugpot 504/505

12%
l3%

Suzuki/Chongon
Second Autoworks
Shonghoi Volks*ogen
Tioniin Doihotsu

Alic
Citroen ZX
WV Sontono
Doihotsu Chorode

SOURCI; ARA Asio Ltd

43%
18%

ancl fervcr technologv transli'r proltlems

in thesc ventures (s(? p.Jl ). As the ccn-

tral gtrvcrnntent r\ n{}l J(1ivcl) r'(cking
out nc\\'vehicle asscmlrl) ioint ventttres,

however, tlrosc that arc'l>eing cstab-
lishcJ ttnrl to hc l'lirly slnlll ()pcruli()ns

th:rl crn br approled at thc ltrcal lcvel.

Nissrn, ti)r example. is involvcd in x light
truck venlure in Zlrengzh()u.

Most investncnt mles apply to vehi-

clc ioint vcntures, though finns consicl-

cring invc'stmcnt projects trtust firsl de-

termine n'hiclr autlr()rities lnd
governnent ministrics must sign <lff on

ir deal, as tlrere is I'to standard apPr()val

prrress within the auto scctor. The []i!1
Three rutomakers-Firsl Autoworks,
Sccood Autoworks, and Shanghai Volk-
sq,agen-for instance, hyPass CNAIC
and repon dircctly to the Minilitry of
Machine -Building lndustry, s'ltile most
(nher cntitics ncc(l k) rr.)t.in CNAIC Jf>
provel lirr llrgc proiecls. Strme lirrcign
invest()rs have reponedly clivided their
inlestment protecls int() separate dells
wrnh less than $30 milli()n cach to skin
tlre nccd for central govcrnment ap-
proval.

Evcn if lleiling (k)es de( i(lc to all()$'

:rclclitional passcngcr vchicle invcstments,

thc nei! inveitors may not hc ahlc t<r

(()unt on th( same dc-gree of suppon cx-

tcnded to exis(ing venturcs. These ven-

tures havc irl times gaincd pri()rity acccss
() raq,matcrials ancl foreign cxchangc;

in the late l9ti0s. for examplc, Chryslcr

ncgotiatcd v,'ilh ofnci:rls to exchange its

ft'nminbi holdings for harcl currency.
Tlrotrgh thc Sovernnrcnt is s(tling back

its financiirl suppon clf the scctor-last
ycrr, for exrmple, llcijing did not intcr-

vcnc q'hen Chrysler faced a similar cash

cnrnch-its goal of developing a domcs-

tic ruto industry means it is unlikely trr

ler maior cxisling playcrs fail.
GovernmL'nt support in the future.

howcver, will lle nore alonlg the lines ol
shiclding domcstic prtxlucen fr<mr cont-

pctiti()n lhJn giving th(m tash infusirrns

l)cijing has consistently maintained that

foreign-invested cntcrprises should e'x-

Model Morket Shore, 1992
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WE'RE ANOTHER
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{s\totidrrg 5nn,

The vast Holiday lnn l.ido Beiiing is a virtual

city within the ciry. A sclf contained world

where you'll discover 9 distinctive reslaurants

and a 20-lane bowling alley, as well as a brand

new fun pub, new F-xccutive Fkrcr. and 500

newly renovated guesrrooms.

It's onlv one of Holiday lnn's growing family of

China hotels. l-rrated rn China's kcl cities and

leisure destinations, each will welcome you with

international standard accommodatbn, and a

surprisingll' reasonable room rate.

Lido Beijing
STAY WITII SoM[oNE Y()U KN()W,

rOR RESERVATIONS GTLL OIJ'R RESERVATION OTfiCf,S, YoTJR TRAVEL AGENT OR ANY HOLIDAY INN HOTEL
()ur Rex.r\arion ()lfi(cs: trsr\ I 8m, Hr)LIl)A\l fl(nrs k,ns 736 ftr55.

'B.llTower rior.l Xlan rt manas.d hy H,,Lday Inn Vo.ldwrde.
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(ixls \\'ill seck t{) inlpr()\'c rescxrch xn(l
pr()(hrcl dc\'e l( )l)mcnl ('xPxl)ilitits. rlr'

\\'cll lrs lnx)st tllc nurrrl)cr ()l'lcahni(xl
stxff xr (l\Al(l xn(l nl.ri()r Slulc entrr-
priscs. Ilcijing is uls() c(,unting ()n lhc (lc-

\rl()prncnt of tllc (knl)rslic xtrt() in(luslq'
t(] slir)ruhte gr()\\llt in rirl)p()rtir)g in(l(ls

rries su(lr lrs slecl. plasli(:'. xnd gltss.

A t()P pliority lirr CNAIC xn(l llte cn-

lirc !ul() sc(t)r is up8rxding lc{lln()l()g|
slln(Llr(ll'. Chirra s atrtonlltkers still [:tg lt)
vcers lrcltiltd tlrose in acl,ancetl intltts-
trixl lurkcts. Instcxd (r'rD ing t() lcxpl.()l.l

int() lligh-techn()l()g,v Pr()dttcti()n. h()$-
c|er. tlle indusln:s enrpllxsis li)r the ftsl
ol thc- clccadc s'ill be to iorpror c tltc cfti-
r'ienc\ ol existing tcclrnoiol.lv utrd tlrc
(lLrrlit\' ()l c\isli,llt prrxlLrcts. CNAIC olli-
r'iels cir not lirrcsec l &rrttestir'ltll,v clcvcl-

r4tri t:rr in ('hinx li)r xn()thcr l5 vcrrs.

Anorlrcr o[ (i\AI(i s g()rls \\ ill l]c t()

hclp the nrajr:r pr<xlucli(nr enlcrl)rises ()l)

tilin e((rl(xDi( cflicicncr'. \rhilc the dc
grct'ol its supp()n an(l involvcment uill
vlry in each crsc. CNAI(l s'ill liktlv pur-

suc j()int ventrrrcs xDtl tuchnokrgy tntnsitr
lccortls s'ith weslrrn c(nnP(ntcnt nunu_

l-actrrrers to rLccornplish this tllsk.

Alldomestic

ossemblers ore

expected to ochieve

BO percent locol

content within eight

yeors of production.

ID cxrlv l()().1. (INAIC sct [ire s1-rccifc

tllrS((\ li,r tllt' .rtrtr, rnrltr.tn' lt, .ttlttt'rt
l)y 1995:

! l)rotlucc ()00.0(x) vehi.ltt I vexr (lllis

golrl has :rlreltcl,v hcen nrct )

I liirrD an ll l)erccnl return on salcs

Vehicle Production in Chino
Thourond unitr
5q)

' Proiected
NOiE: Totol figures inclr-rde production ol buses, vons, ond olher speciolized vehicles in oddition

to cors ond kucks.

SOURCE; ARA Ario Ltd.
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I98r t 985 1987 1989 r 990 I99l r 992 I 995' 2000'
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! At hic vc inrcrnilti()n.lll)' (()nll)ctitivc

l)ri( inF lc\ cls
I ll:l\( 50 pc(t'nt ol'orrlPut rttcct ntirl

l9ll0s intL'mati( )nlrl slxn(lxr(ls

I 'Irrlin 9 ptr((nl ()f ltLtto inr.ltrstn cnt_

l)l())ers ils tetllr)iaill c\l)ens.
,\r lhr sJulc lirnc. C\Al(l l)tcsi(lent (lili
Shkling irlcntiiicLl u nLtorbcr ol prohlcnrs

l)l()( kinl.l lttrinnrcnl ol'tltcsc go:tls:

I Uneven production l)csl)itc ctli)fls
t<r consolitlltc lnrl Lrnit'\' l)r'()dt)cti(ll1 stxn

clarcls. pllnts:rcr'oss tllr (\)Lrntn slill \tD'
\\i(lcl! iD pr()(lu(1 qtrulitr'. r'ltrittr'. ottt_

ptrl. lu'tcl produrtivity ['r'cls. Los volttntc'

lncl llrr'k of c(r)nootits ol stale kt't1r
prrrlrrctir itt lcr cls lorr .

I Insufflcient managedal expertise
(:\-\lC l:r(kri n()l {)nl\'5lllT trlirtc(l in rt-
sclrrch rrncl clcvr'krpnrcnt s'ork. prodtrc

li()n nlx'rxi{enrcrrt tecltni<Frc-s. ltr'tti pcr
sor'rr'tel untl cltt:rlitt ntanrtgcrtrcnl. l)trt rls()

rlrc rrlrilitr t,r \l)rcil(l tltrs (xpr'rtr.,.
rlrror.rglx\rt tht irr<lustq.

I Inadequate policy controh figlrt
.()nt.r)l ()l vchiclc imlxrrts is untong tlte
policics O\AIO \\'lnts to inrpltmcnt
nrore cllec'Iiveh 'llrouglr lleijing tries t<r

limit inrp()rts k) I perccnl of krrltl ckxncs-

Itr \( llrr l(' |)f,'(lurIion. Ill.lnv li,reign-
nrlcle car's enrl trtrcks ltrc being snrug_

rltrl int,, \,rtrtlr ( l)rn.r lrcnt ll(n)8 K(r)g
irnd \h.:l().

F( \\ :rtl(('c\ir \tt,rit't lll (r\ ('t('(tlnlnH

tllesc pr()l)lerDs have cnrtrgcd lo clllc.
hul thc neq Aul(, ln(lLrslD llurcutt nrigltt

hclp inrprle ovt'rel) nltnlgentcnt prlc'
tiaes.

Boosting locol content

\{hilc acknos'lc'clging the slr()ng role

t, r lr,. pl:rv(dIry Iirrcign ilut{, ((rrpitoi(s.
Ilcijing is llso se,-'king to lrrxrst locll
content o[ vehiclcs nu<lc in Clrina. Likc
rrrher trrunlries $itlr iDtilnt tul()rll()livc
in(luslrics. Chio.l rcqtlircs d()nrcslic pr()_

cLrcers lrl inclrtclc r nliniln(rnr:tnxrttnl ol'

l{).irl nl.rteri:rls ltnd vlluc'adclctl $rrrk in
tlt(ir firt.tl pn 'rltr,.t. tilrrn.t's l, x'rrliz.ltion
gruls arc llr m(nc roll)ili()Lrs lll:rn th()se
()l'()tllcr a()untrics. horrcrer. All tlorncs

Ir( .r\\(r)rl)lrr\ J11' clil)(( t(\l 1,, .l(lli(\('
t'10 per(cnl locul conlcltl \\'i1l)in eighl
Yclrs ()l l)r(xltrati(rl.

The l()cel c()ntcnt fuquircn)ents arc
rlesigned lo f()rce :tss(n)l)lcrs to lttt\'
c(nDp()ncnts lnd ran matcriltls rln tlle
krcal nrlrket, therebv c()ntributinll lo thc
qlqrvl,lrrrrcnl,r[ .up1r 11j11g intltrstrit'..

r98l 1985 
'9A7 

t989 1990 l99I 19112
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All frrreign uuto joint vcnturcs technically
arc rc<luircd t() loc!lizt, procluction of
cornponents, which in many cxscs ivill
ncccssitalc thc translcr of tcchnologv
lroru the f<rreign parenl ()r its suppliers
at h(nnc. .Joint vrnturcs-particulxrly the
forcign panncrs-usuallv seek to stlll lc>

caliation. ho*'cver, hy citing quxliq,or
sulcty cr:ncerns as r{:ls()ni\ k) (r)nlinu(
inrponing comp()nents.'llrough krlliz;r
ti()n nright pr()vidc cost slvings. ovcr.rll
vclriclc (luality tcnds t() (l()p w'irh krcal-
izati(m rnd lhc li)reign parent kxes pnr[-
its if imp()ned CKD kits.lre no krnger
re<pircd by thc lcnturc.

CNAIC cxp(,cts assemblcrs l() r(,Jch
-10-pcrccnt local contcnt h,r thc lhird
velr of protltrrtion. Irr the follosing
ycar, asseml)lers are olrligecl to in(rcilse
kral contenl t() 60 per(cnt. lf a r ehiclc
manulacturcr meets its 60 perccnt l()cal
C(rnlcnt tJrgct. rltrtier rrn tltc r(jt)LlintnS
c, rr)[)(,ncnt kit:, it imp()ns $ill (lfi)p lr()n]
i0 per(ent ro-ltl pc.rcent. lf the rnllnufirc,
ture'r relchcs the 80 pcrcent till"gct
v,,ithin eight years, the dutv on itrp()ned
kits s'ill fall t() J2 perccnt. In jUlrrch

1993, C:hina Automolitv /V(u{ rep()ned
l()calizati()n rates for thc n)aior Clrincse

ioinFventurc (,pcrations runged fftxtr -J0-
75 pcrcent, tltough the ncwer joint vcn-
turcs have vinu:rlly no l<ral conlcnt at
Ihis p()int (-v? p.27).

\iflhile Beiiing has madc knon n irs ex-

lectrtions on illrl() indUstry lo(:llizrlli(,n.
enfi)r('cmcnt ol' guidelin<'r, is prrhlt,rnarit'
and comp nics often can find \\,lvs
ar<:uncl the mlcs. Some foreign auto ven-
turcs. F()r example. arc ahle to count
comp()ncnts purchased in China to$,ard
loc:rl conlcnt, t.vt,n if thr, ilcm i:, iln in)-
poncd goocl purchasecl fronr a tracling
conrpin,v. l'or most of tlrc foreign tuto
ventures opcilting in (lhina, thc ()tncial

l x rrlrzlti, rn :.r lrrllulc. tlt, rrrglr irll.grcj,sivc.
is ir<lricvlble -hough shon-temt qualin
problens rrc likely.

Dorrvn ilre rood

Knocking on the Right Doors
F()rcign (crtrplnics lrxrking tr> dcvelop their rrcrrcl:rted husincss in China

should dcfinitclr lnect \\itlt tlre Chinl Ntti()nxl AUt(rnotivc Industrv (i)rp.
(CNAI(l) uml rhc Aut() lnduslr)' Ilureau, b()tlt under thc llinislry. ()f l\llchine-
lluilcling Industry'. (irntrct inli) nati()n tirr thcsc and other aLlto-relatcd org.lniz!-
Ii()ns Jrc listcd l)cl( )r\'.

Aulo lndusliy Eureou
r(r \:rrrlilr.' Itrl.r I

llciiing llr ["i2.a

(;tn(,r;ll ( ),fl('(,

l-i Qing. (lirc.t()r

l(.1 Hlt si9,0JI0
l:rr\: n(,1 Jl- lr) l-

Cl,lAlc
16 Fuxingrncn$'ai Avr:nue
lleiiinB l00l()0
Intemxtionll Cfi )peration Diyision
l,itr ltngzlrou. dircctor
TeL ti6lr.l2G3U70
F x: 861./3261602

hle this vcrr's proic(1i()i of l .li million
vchicles.

Chinr rcpresents I lrugc nrarket f()r
li,rcign.lut.) 6rrns. r.rpeciully rhosc in-
\'()lrcd in inlt() lrltn:,.lnJ \ul)lr)fling in-
dustry sectors. Having establishcd its
ntlior asscorbly ccnter;, China is now
turlring its xltcnti()n l() imp()\'ing asscnl-
bll plant efficiency iln(l h(x)sting tech-
nology lcvc'ls in thc corttponent seckrr.

Chim i{otbmlAur Fsrts
ond Cornponats lndu{rf Co.p.
21 Cuiwei Roacl

Bt iling I 00036

Tel: r()lrtl3l-25ltl

()vcr the ncxt few ycars, Ihe ruto-
motive industry's course nright nrx ne'c-

essaril)'he snl(x)th, l)ut demancl for
ncw vchicles is c.xpectt'd lo c()nlinue,
auguring wcll li)r high gr()wth in the
industry. Officiil rargcls project 199.1
()utPut t() gr()\' l5 pcrccnt ovcr l99J
levels. Ily thc ycxr 2000. total vchicle
outpul is expccted t() !Ir()re thtn (k)u-

CONIACIS

lo your oubocription to
IHECHINA
BUSINESSREVIEW

aboui to expire?
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Chinr's uitimatc aim is r<: huild a tirlly
integrirtcd autonlotivc indLrstry capahle
of dcsigning. engineering. manufactur-
ing, lnd assemhling vehicles.

Tlrt.g<rxl ncus lbr forcign ('ontpJnics

is thrt China needs help-tnd rime-ro
get this job done. f'oreign companics still
havc l chanc.e to join thc r:rce. provided
thcy ofler the right technok)gies rnd
don t stall at the suning line. *,

Chino Associotion of
Automobile }lonufocturers
Hu \rrrrrin. ( l(.1')L r t\ (lir(]( r( )t

l() l:tr\inllnrcrr\\ ili \\'(nu('
Il( iiinq l(r(ltl(J0
-l (.1 s{,1 lti9 r)l()r)
Irir\: 8()l f^l()- J(n)-.:

Renew Today!
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Rewed ond Reody

Kim Woodord ond Wei Zhu

Chinot outo

ports industry is

looking to retool

r Kim Woodord ond Wei Zhu ore con-

sultonh wi$ tln Hong Kong office of
A.T. Keomey, lnc., on internolionol
monogemenl consulting compony.

Ai**r+*l''.'l
clustn is finall1 shifting into sccond gcar.

Donlestic dcmxnd li)r ruk)nmtivc c(nrPo-

nunr. ii' r()lrin,,l:tltcld, Jrrrtn lrv ri'ing
()rigin{l cquipnrcnt nt:ltlul.tcturcr (O!l}l)
vchiclc pr<xlLtction, inr'rcascd dcr:rltnd frrr

p.lssengcr ctrs. and x gr()\\'ing nlirkct lbr
rcplx(-ement pxns. Etger l() increils(] their

nr:rrkct sharc. rlonrcstic prodtrccrs o[
cvcr'ltlting l'rom gear boxes to luel

PII I)ir Jr( lJlrrr, l)irlg c.rPrtul t'rP:rnsi,rn
prtrgrarns dcsigned to nlctl lhe v{)ltrnle

anrl qrrality rcqLriremcrts ()l j()illt-vcnttlre

velri,,lc produccls such irs \'olks$'xgen,
(iencr.rl \k)t()rs. Chn'slc[, I)cu!lc()t, xnd
(:itr()(.n. l ll(.:'c i|lllirovcrDr'nl Pr(,Ar.r,lt:\. in

lurn, .lrc crcllling ne\\' ()l)Pontlnili(5 for
Ii)rcign inlesk)rs irn(l f()rcign Pxns mxnu-

t-:rctLrrcrs.

lirr th( irrrrrl((li;rl( ftttttrt. tlre rn,rrt inl

p,n.r,ll Pr('lrlcrn l'l( inB ll)c :l(rlo n.rni' rrr-

rlttstry rernurrt. tlrt' cxrstt ntr rrf t,rPtrrt'
supplicr ()IiM rclltionships. reorlrltnls o,'

tilrin:r'' St:rtt-1TI:tnncd r.rrrnontr'. (lltinl'.
rrrrto inclust4 is organized arount! eight

nuior (JEM vchicle nl:rnulrcturcrs Plus il

nunrlrcr of clilrrging plrlers. sur'h as

NORINCO/Ah() (Suzuki). I)uc lo burcau-

crilti('. tlirnsp()rtrti()n, tn(l infixslruclurc
barricrs. rach \ clricle prtxlucer has tlcvel
opctl ils ourt ltul circlc of pans 1>rr uc-

es.'l'ltc result hiLs l)ecn lrxgnrenltli()o ol'

thc xul() pxns i,ldusln. Nlitn) k).xl Pr(t

ducers nrake thc srme I-vpes of pans-
ncarly nonc ()f \rtich nleel intcmati()nrl
standartls.

$reilching fire limits

This supply paltern has pcrsisted ovcr
thc past clcclcle. as local officials an<l ve'

hiclc nunulxcturcrs have sought to pr<r

tcct and dcvel()p thc plrts suppliers
u,ithifl their lrurelucrltic systcnr or local-

it1'. Thesc ltral supplv mt>nopolies. how-

evcr. ultimatelv sliflc compctilion, limit
cfftctive market size, perpeluxtc incfFi-

cient pr(xluction. and result in high-cost,

low-quxlity Jr,lto p!ns.
Ilec:luse OEMs rarely cross_source

plns lionr strpplicrs that arc caPtivc l()
rnothcr OlltrI. kxal suppliers lhat f<rnn

j()int vcnlures u'ith forcign partners or
rh:rt licensc firrcign technokrgy find thcy

lu\.e lintitctl lc(css t{) olh<r ot:\ls. Sin(e

iruk) prns manutlcturing is a high-vol-
unre business, ln inaclequatc demand
l'lasc can d<xrnt tlrc prt)spects ()l P()ten_

tixl invcsl lcnt. Thc tightl) lrouncl pr<t-

ducli()n rclationships chara(teristic ol'
Clrina s industry hitvc thus slo,led the lt>

calization pr<rcess lirr f<rreign-inscstcd vc-

hirlc pr<xluction.
lodcmiring tht attttr parls in,.lustrl in

(:hinil \\'ill requirc c'omplelc rcstru(ruring
of the industry, li(nn supplicr{)EM rch-
tionships t() the orxnxgement irnd pro-

cluction pmctices of cach plant. Whilc vc-

hicle assenrbly pllnts hlve introdtrcccl
nx ern cquipnrcnt. pnrcess lcchnologv,
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and rnanagcorcnl prilcliccs over lhs llsl
10 y(,:lrs. auto pans fuclorics, gcnerally
lacking cepital and an lbility t() Jbsorl)
neu, tcchnokrg. havc hglc'd lx.hind.

In thesc lrctories, cquipmcnl is fre-
qucnll),old xnd ol)s()lctc. Typicul die
:rnd rn()ld \h()lls conr:lin dozcns rrl rna-

chinc t()ols thxl could all lx'replarecl by
a singlc m<rlcrn nrilling nuchinc. A Chi-
ncsc plant may employ 5-10 times thc
numbrr of workers found in crutparable
phnls in Taiwan, resulting in p(x)r work-
shop managcmcnt. Ion' morale, antl krt'
pr(xir.rctivity. 'lt) sun'ivc China s tranrifor-
ntalt)n t() a "s()cialist nlarkct econ()tlyj
aut() pans enterpriscs must restrlrcture
ancl recapitalizc.

China National Aulomotive lndustry
Corp. (CNAIC). the q(rxsi,governmenl or-
ganiT-ati()n thal (^'ersees dcvekrpnrcnt of
Clrinr's aut() industry, is anxious lo see

consolidation in the auto pans in<lustry
and has no intcntion ()[ prclicn ing small
l()(Jl produ(crs thal clnnot lrr'hicve
economies ol scltle and ! nati()nill milrkct

6x*ition. Though somc kral g()r'crnrrent
agcn(ies and thcir OEM custonlcF nrav
seck to protect such producers, tlte con-
solidatkrn pr()(css is alrcady trnclcrs'ay
and cltn l':c ('xpc('tcd l(r contrnrrt.frrr l
dccacle or morc. Many fuiling auk) pans
plants lre lx,ing convcncd ink) tut() ser,
vi(c ('cnlcrs. sincc llr(.irul() rcparr husi-
ness is lrcth small-scrlc and local.

Chinl s drive 1() revlltDp its a!t() pxfis
indrrrtn' c're:rtcr ()pJxrfl unitie. fr rr Ii rreign

investors and multinati()nal manulxctur-
crs. Velriclc pr<xlucers such as Volkswa-
gen lutvc hctn (ncour:lging thcir ntili()r
pans supplicrs lr;rck honre to folkr$,thcm
into (lhinr. 'l'hc nurnlter of ncw euto
conrlx)nenl nranufacnrring joint ventures
is incrcasing rupidly. In acldititn. ser.eral
vcntur( cJftitJl IirnrLs. inrluding thc Asi:rn
Str.llegic lnvcstnrcnts (i)rp.. h vc hegun
to iniccl capitxl ancl kno$-hoq'into the
industry (.,;el p.2tl).

The rno*a for ports

Aggregate stxtistics ()n the gro\r'th of
Chinx s auto pxrts industry are hard to
come by. hut thc iocon)plcte datx avail-
ahlc indicate lhlt t(nal autonx)tivc coolpo-
nent salcs valuc (excludinll engincs) in
1990 reachcd Y9..i billion ( Sl.5 billion at

Y6.3,/Sl swap nxrrket rales). A reasonable
estinrate for l99J is in thc range of Y25-J0

hillion (S2.&J..1 hillion ilt Ylt.7/$l ). given

AAoior loint Ventures
ln Chino's Auto Ports lndustry

Nome of
Joinl Venture

Foreign
Portner Moior Products

Beijing Dongwei
Aulo Decorotion Co., Ltd Hong Kong seqis, inlemol him

Bei jing Wonyuon Generol Autr
Eleckonic Conkol Co., [td. US

Beiiing Womer Geor Co., l-td US konsmission geors

Dongfeng Thompson Co., Ltd. US lhermoslqls

Fuhu Xindo lnstruments
Enlerprise Co. Hong Kong inshuments

Guongdong Yongiiong Auto Air
Conditioner Equipmenl Co., trd. NA o/c evoporolors, condensers

Hongzhou Hongchen
Abrosion Moteriol Co., ltd. Hong Kong clutch linings, broke shoes

HuizhouZhongooElectronics Nethedonds sbreos

Jiongsu Donyong Autc lights Co. NA lighh

Jilin UniversolJoints Co., l-td NA cc,nstont-velocily universol ioinh

Noniing Hongquong Solety
Equipment Co., [td. S,,,eden sofety belts

Qingdoo Yinhoi Rodiotor Co., Ltd. Hong Kong oluminum rodiotcrs

Shonghoi Alsthom Vohe Co., Ltd. UK engine volves

Shonghoi Communicotion
Electric Co.

Ihoilqnd oir compressors

Shonghoi GKN Germony con slqnt-veloc ity uniye.sol ioints

Shonghoi Xiooxi
Auicmobile Lighh Co., Ltd. Jopon lights

Tioniin Kelong Seols Co., l-td UK engine seols

Tioniin Liyo Bottery Co., l-td NA botteries

Tioniin Wix FilEr Corp., Ld US fihers

Wuhon Porker Seols Co., ltd U5 seols, O-rings

Xiomen Liyong lndushiol Co., ld. Jopon cylinder liners

Xuzhou Xugong Electronics Co. l-tcng Kong speokers

Yongtroi Shichuon Seol Goskets Co. Jopon goskeh

Zhoniiong Cuiiin Tronsportotion
Electrics Co., Ud. NA wipers, lights

Zhuhoi Huoyue Co., ltd Hong Kong broke shoes

SOURCE: A.T. Keorney, ln<.

fhis list is nol m@nl lo b comprehasive ond hos not ban independently verified by
The Chino Business Review.

Morch-April 1994 Ihe Chino Businesr Review 25

enotnes

Jiongsu Kushon Liuleng Mochinery Toiwon oluminum wheel hubs

Hong Kong horns, floshers, reloy regulotcrs

Shonghoi Ek Chor
Generol Mochine Co.
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the doubling of otiM vehiclc pr(xludk)n

in China sincc 1990. llccause of the raPid

cxpansion of China's active vchicle flcct,
rvhich CNAIC estimatcs to t()lrl lJ.l-t1.2

nrillion c rs lnd tru< ks. thc alienmrkct
lirr parts hls also increlscd sharply.

tlasecl on conscrvllliYe rssuntPti()ns.

China s i[rlo pans market $ ill lle wonh
nl()re than Y50 billion ($5.7 l)illion) in lhe
ycnr 2000. Although still snull b1 n<rrlcl

standrrcls. the markcl u'ould bc the re
,ult of an uvcrage gro\i!'th raltr' ()[ at least

l8 percqnt per yeilr through thc entl of
rhe decadc. (]r<>\\'th of denran<l tirr incli-

vidual parts (brakcs, clutches, Ix:cly
parts, ct(.) sill vary *'idell' artrund this

avcmgc, hou'cver, de;tnding on the dc

IEree of OIjM anci alicrrnarkct dentan<l

f<rr each pan.

One of the' fastest gr<)\A'in8 scgments ()[

tllc auto p ns nrarkcl is in ox)lorcycles.

Scven million m()t()rcyclcs zip along
Chinx \ r()Jdi' lnd Cltinr'.r. frtt torir. s

chtLmecl out lbout.J nrilli()n D1()lor(yclcs

in 1993. thlike pirssengcr cari, whiclr
tend to lt' purchascd by government encl

Bosed on conservotive

ossumpiions, chino s

outo ports morkel will be

worth more thon Y5O

billion ($5.2 billion) in

the yeor 2000.

OENIS still kxrk f<rr suppliers ltrally, and,

es a resuh, .r higlr pr()portion of OEllt vc-

hiclc parts arc prrxluccd $ithin a sho(
gcographic radius ()f vchiclc asscDrbl)'

pl nts. Tlris has crexlcd .l higllly locdliz-cd

srrpplier network thr rcsembles an cm-

l)n'()nic.hpxnesc :lut()nrctivc trrngkrmcr_

atc or lril"hx.
llecausc thcy tcnd to scll lo a singlc

l)ur(r. p:lrls [lttoric' rlrt'l] lchir.'tt'
economies<rf-scale in productk)n. But if
lirrcign pans rnanr.tfarlurcrs rnv('sting in
China xrc I() tum.l profit. they must have

t(cess l() ! nrarkcl basc largc cnough trr

jLrstify the c.rpital c()st of l)Lrilcling capac-

il, gre t enouglr to lower production
ursls and unify tcchnical stanclards. ln
thc nerr term. thc l:lrgcst huyers of autn

crrrrrponents will lx'thr- Volkswagen Prt>
dudi()n fll(ilities in Shirnghri nd the l-irst

Alrto$ orks ( FA\() in Changchun. .lilin
I)r)vince (.r.? p.27).

The cornl>ined pas\cnger car pnrdttc-

ii()n cxpl( ity of thc Volkswagcn plants at

IrAw (Goll, .Jctlr. and Aucli) ancl in
Shangh:ri (Sentana) is projcctctl to rc'lrch

J.{0.oo(, l)} lhc \c r 2()00. up Ir(,nr
lj0.m0 in 1993. ll Volkswagcn devL'lops

lnd qualilics a single set of comp<lncnts

suppliers Ii)r h()th its Shanghai and
(:hangclrun plants. it will creatc by far tlrt'
lJrECsl ()El\4 pirsirenger ('ar nlJrkct in
Chioa. \cxl hrgesl mlly l)€ l)()ngfeng Cit-

rocn, \\'lricl'r is projcctcd to hlvc a mpac-

ity of I50,(X)0 passcnger cars l.ly the ycar

2000. volkswagen-qualificd liS parts

nrlnufacturcrs that supply the company

in Europe and No(lr America, along with
lraditi()nsl Europern Volkswagen suppli-

crs, such as Uosch, *'ill he at an advan'

tlge to supply components for Volkswa-

grn's oprrxtions in China.

Contp()fl ent manuftcturcrs with(rtrt

Pre-existing OEM relationsltips will have

r() sell high-quality pans at competitive
prices to heat ()ut captivc suPPliers lo
China s ()thcr, snrallcr vehicle pnrducers.

llecausc liu()pcan passenger car lTtanu-

facturers arc already the prcd(nninant l()r-

eign auto presencc in China, Europcan
pans nranufacturers have a lcg up on thc
(rn pctili()n. at lt'lst for th( limc lxing.

Aut() parls finns targcting the aftennar-

ket also face high hurdles, as thc lack of
rn cstablishcd national flclwork of inde-
p(,ndent dislributors and rctailers con-
strxins i(ccss to lhe market fi:r repllce-
nrcnt rulo pa[s. Trrditionally, aftermarket

Announcing an imporlant conlerence
bringing logelher U.S. bus,ness and
investmenl leaders lo addrcss lhe
opportunilios for expansion in China

May 5-6, 1994
(Gala Opening Dinner, May 4)

Four Seasons Hotel

Washington, D.C.

Sponsored by
The Chase Manhattan Bank, N.A

Gibson, Dunn & Crutcher
China lnstitule in America
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conrpenl' offires. molorr'\'cles art' rtlitn
purchrscd by inclividuitls. Ily (olr\)xris()n,

Tris'rn. q,itlr just 25 nrillkrn pt'<ryrlc. has

aii nlllnv n()t()r(\'clcs orr tllc roat(l ir (k)cs

ttre u hr;le ntrinllntl. In lllc ncxl c(nlun'.

Chinil likelv $'ill lt thc- largcst ntotorcv-

cle nrarkct rncl prodttter in thc uorld.
Annurl production in lhe year 2{X)0 is

likcly to lT 5-ll millkrn nr()torcyclcs. cre-

aling r clenuncl for cotttponcnts that $'ill

erp:rntl lr1 Jl l(:rsl ..:U l)cr('(nl P('r )'cJr in

the inlcrvcnirtg sgven vexrs.

1'hc pessengcr-car pxns marktt is xlso

prristcl I'or lrqnt(1ld()us grt'Blll. P:Ifli(u
larly tirr vehicles with lcss lhan I liter en-

gine clisplacentcnt. Ac(ording t() A.T.

Kcarnc).' c'stinlrles. OEtrl Pxssen8cr car

pr<rluction rcr(hcd 370.(x)0 units in 199-l

and na,v excccd I Dillion bv ll)e vcar

20(n.
A numher <>l [.TS cornpanies hlvc es-

tablishecl ioinl vcnturcs in the ptst lwo
ycrrs t() cater t() Ilre Passcnger car nrarkel
(.s.,(, tlrble). Most forcign manuft(urers
entering ChinJ s auto pxrts milrkel are

primarily inlcrestcd in thc Paiscngcr c'.rr

ancl light truck scgntents uherc ntlrkel
clcmand is strongest ancl oEM loc:tliza-

tknr ()[ conrp()nenls has been slor.r'. The

lag is due to lhc fact that p:rsscnSer cars

ret;uire highcr qualily. highcr value-
adclcd, and nrrtc contplcx comP()ncnls.
sLrch as constlnt-velG il)' univeni l ioints.
than (lo other vehiclcs. The supplier
qualification process. which nornlalll'
rakcs lbottt lu() ycers clsertcre. can

takc up to lirur years in (lhina.

thicd by bcolity

S:rlcs rnd <lirtrihution il( th( ,n()st in)-

pr)nInl lir( t(,r\ l(, (onll)clllivc s((\\'ss in

Chinx s en)crging aut() Parts nrlrkcts.

CHINA,IF NOT NOW...
WHEN

CHINA:
Targeting Opportunities lor

U.S. Business in the World's
Largest Emerging Market

Please call l-800-394-9390 to receive
lhe detailed conlelence brochure.
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parls in ChiDx \\'crc pr()([t.r(l bv I()cJl
nlr(l)inr Jnd rcpJir shops. \\llich oltcn
nr:rd( thc pirls t() ()rclcr tiorn l:callr':r!lril,
lblc nralerills. Norv. c'aclr r'rhiclc nrantr-
lrrtttrrtr ltrs x'l lrl) ('(nlrirl r(,1):lrr \t.ltt(,n\
in Chinxs nrli()r citics t() scni(c its ()\\'l)

lrntntls.'Ihcsc scrvi(e centcrs llso clistrib-
ul( px(s t() ()thcr replir sll()ps :rn(l io clt-
terpriscs thxt (l() tlleir o\\'n rtpait \\1)rk

'lhe disrribLrtion nen\'ork li)r.tuto pilns
solcl into the lrlicrrnlrrkct is extrenrclv

complr\ :lnd is ch:rrging s$ ililr. 'lhe olcl
Stalc svslcm of scnri-rrnntlrl s:rlcs tlirs
persists. but is gi\ in! \\xy t() rcgi()nxl ncl
lvorks ol in(lepend(:nt (listril)utors. Thesc
clistril>utors t\ pirrllr pur.hJsc directlY
tionr thc llrcto4. rJlllcr lh.ln fftr)t rcgi()nitl
ficlrrl, otrtlcts. CNAI,:l is enc()rrrxging this
trencl iln(l hxs orSunizcd a Ixrsc-knit net-
$ork ()l J(X) auk) pilfls distril)ut()rs. A fe\\
of lltc lllrgcr an(l nx).c s()plristic lcd aulo
pans prxlucers lre rlso bcginning to dr--

rckrp tlrcir ()\\'n nl(i()nrtl <listriburion svs

lrr))s li)r xlicrnrxrkct srlcs l)\' selting Lrl)

s:rlcs offir'cs in nrili()r ( ities.

Boosting quolity ond efffciency

Chinu s cllirrts l() upgrxde rllc rtulo
pxns sc(rot lrre pxrl ()f ils o!'er.lll l)l.tns to
iorprovc thc clficiencv ()l' Sltte-()\\'nc(l en-
tcrprisrs. Ik)-{t of Chin;t s thousxnds o[
xulo pins c terpriscs rcnuin Slate o$'ned
.lnrl lr.til l\'lrin(l (,,ll((lr!( or I)irfli.rll) pri-

ln ir rceenl fickl srrner ()l ()Ell l)ur,
,.'lt.r.rrt}l I,uttcrn. lor ( llll(lr( \. tr,tn.nI\.
si()ns. irlunlinult clic crLstings, trnilcrslrl
joint:, ;tncl ()(ll(r ilul() c(ntrJxnl(.nls. i\.'1.
hr'.rrn,.r. Int. rtltntjijtLl tlr(, li,ll,,$rnS
l)trr(lr:i\in8 1r,rli, rr'. ,rl t lrrr:r'\ nr.ri,,r
()lil\1 r,chiclc prtxltrccrs:

Shanghal Volftswagen'l his \.cnlur1,
hirs ir .Jl)ti\c srrpPlier grlir'r, cnc()urilF-
ing rrsc of supl)li(rs \\'illrin its l()cxlil\'.
Ncullv ull of tlris \'('nturc s l(( xl supplicrs
ltrc rtrtrlcr the :rurpia!,s ol tlrr' Sharrgltli
Arrl() ln([rslr-\ (irq) Ihc suPPlicr qLurlili-
(.rli()n proccss c'lrn l:rke trp k) li)ur \.(itrs
.tnt I rtr lrrirr's .tlrlrr 

' 
,r'.tl lr, ,rr r \ r ,lk.r,..rqt n .

(icrnrun hclrd<lrlrrtrrs. Tllc (()nlpJnl p )-

jcrls lnnulrl output rrf iit).(l(,0 SllnlxnJ
sc(Lrns l)\' 2000.

FlNt Auroworks (FAW)/ Volkswa-
gen 'll)ls |cnltlr( Jls() n)rlil'tl:lil1s x ('.ll)
li\ ( supplirr I)()li( \ . prrlcrring t() (l()
l)Lrsincss \\'ith otrly one or l\\'o strpplicrs

P(r c(nllp()ncnl. 1\l()st ()l its srrPpliers:rrc
lxscd in \onlrcrst (-hinx. fA\\"s \irk-
s$'.rq(n ()perali()r)s ltar,e thc slrrnc qrruli
li(:ltiorr ('rilcriir.rs Slurrtulr.rr \'r rlksrr ugt n
rn(l cr()ss-s()ur((, pirts \\'itll llllll c()nr
pan\', (reilling u l:rrgc corDbinctl m:rrket
lin piltlli. I'A\\'Projccts lnnrral output of
190.{)00 AUCli. (loll. lnrl -lcltu cers bt.
2(xx)

Ttaniln Dathatsu Tlli. vr.n[rr(. n]]in
llins r li)rrDill polir I' of t$rr sup;tliers pcr
c(),ltP()ncnt. ()ltC (ilplivr, itn(l ()nc cxlcr'-
nll- Il()\\'cvcr. "lirrnjin I)aihatsu flrrrrs
crlPti\e sul)plicr\ ()\cr (\rtsi(lc pllrts n)illt-
ul.r(lrrr(r\. $'l)(r lrrc.cxpt.itcrl to prirc
a()rlp()nents l0 per(c,rt bckt$ thc prc-
\uiling (hnncstic nrarket pritc.'lht, rcn-
turc l)r()j('cts llnnu!l output of 120,0(X)

Cl) ru(lc cilrs l),' l{x)0.

Bciilng Jeep lltijing.lccp or't'li.rs to
r.leel rrith trv<r supplir'rs per (rnnp{Denl.
l.ou' vt,hit Ic pr()(lurti()o \,()hun(.in l9().J

has Itrl tltc corlpiln\ () n):lintxin ll rclil-
li\al\ ()l)(.n sorrrr'inq polict', ltorvcvcr.
fhr prrxess ti)r rn((1ing sul)l)licr (lLlrllifi-
(':llir)rl l.rk('. l\\r' \'(..1f\ .rrrtl |crlLrirUs
Chnslcr upprorul. Ilrijing _lccp projccrs
llnntr.ll ()ull)trl ()t (r(1.(Xl(l -l((l) (:llrr()ke(
\\ llg()ns l)\ 100(1.

Jtnbci GM.linlrr.'i h:rs nr)t r'('t ('st-ll)-

lishecl u sotrrcing I)()li, \ lin l)r)(llr(lion ()l
(;\l S-l(l l)i.k-up trut'ks hcterr.t of Ilr
pr(x[(li(n rrrlrrntc lrrtr.l ir l()\\ (l(.grcc ()l'

l( )( irlirilli()rl
Guangzhou Peuraeot 'l lt(, \ cntur(.

!Dlljrll:Irr\ ll rclitli\(l\ ()l)(n sorrrr'rnu pol
r(! l,(\.llrr( ,,t :r l:rrk,rl 1T.111s51r11rliq1s 111

lll( (;lr.||]t/lt,,tr.tr(.r I' I lr&1i.f..ltl)nli(1\

Ill.rl \'ll r,, l'rL,rtrr,l r,t I'r. t((. Ir I't,,1(,, t.
.rn lllll ()ull)ul ()f ()0.(l0O ( llrs l)\ IOO(1.

Second Autoworks (SAW)/Dong-
fcng Cltroen 'll)c \(.nlrlrr nltrint:lins rl

r'r'l.rtrrclr ,,1,t'rt $rlr\ rrrg I\,li!\ ,1. tt t. irl

llt( exrl\ stirl.lc of l)r(xlu(ti()n :rn(l 0ull)ul
is los. SAVs Pu(l)irsi,){ pr)li(\. is {)nc
\upl)li(r I)cr Ixn. Sul)l)li('15 oru:r l)( Jl)-

Prorccl lrr .rn(l nr((1 lltc (lualitl(:lti()tr re
(lLrircrn('nts ()f (-ilr()(.n in Irllrntr'. Ilre
\'(,nturt's nrJ,)Jgcn)(.nl pr()je(l\ ilnlluitl
()ullllrl ()l liO.{)i)(l (lilr()c,r rt.ltr.lt.. lrr
..ll)OO l)ut tlt( Irr()i((1 lt.rs ntLlcrl skxvlv
r.luring tlrt prrsl l)vu vt,uls

NORINCO/Suzuki Alto Thc r c rur.c

r)r.lirll.rin\ .l airpli\c \r,u11rnc p()li(\ \ith
olllcr \( )R l\(lO (()l]][)irnic\ ]lirnJtir-
rncnt Pr()j!als irnr)uill r)ull)rrt ()l' 5().000

:\lt() (rrs l)\ ..lo(X) KiDt lll\tldnl

Loco! Conlent (by Volue) of Moior OEM
Vehicles in Chino, I993

+rQr<t
First Autoworks
VW Golf/Jeno

First Autoworks Audi Dongfeng Citroen

Beiiing Jeep ShonghoiSqntono GuongzhouPeugeot

t
Aerospoce Suboru Tioniin Doihotsu Suzuki Alro

! Vobc of tmplorted lnput3 .f,1. Voluc ol tocolly Souired lnputt

SOURCE: A.T. Keorney, lnc
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\ alizcd cnlcrPriscs in implcmcnting nun-
xgsnrent ref()rnr.'li) comPclc sttccesslitlly

wirh kits importcd by join('vcnture vchi-
('l( pB,(llr((r\..1u(,' Prfl\ pl.tnts in Chin:r

rrust signific:rntll upgradc pr uct <;ull-

ity. rtrltttc unil Pr,xltl(tit'n Lo\l\. Jn(l rrll'
prove dclivery scnicc.

f'or cxanrplc, ploduct (lualily pr()l)

lcnts such as p()t()sit\'. inclusions, lntl
coltl castings, ull of s'hich uere discov

crccl hy one ol oul invesligxti()n tea,lls at

xn lrluDrinua) dic-(xstinB Plilrll in Ncsletn

Clrine. r'oultl bs trrrrectccl by'sintplc pr<r

tcclrrrel changcs xnd rn trpgrx(lc ()l lhe

rne Il tirrtaccs
Ih:rt p.ini( ulrr phnt.r1.,,.rrltirtrl srg-

tlt('Jnl r)lonllr lr"rl nllr \Jrllllr,,n\ rrl rl.
()Lrlpul oI castings. ]-hc llrolllem rras

tr.rcc(l to 3 lo$ lcvel of tctlttrokrgy in tltc
nroltl-rurking *orkshop. uhict restrltctl

in prxrr qurlitl nlrlds ancl shon nrolcl lili.
'1i) nlcet cLrst(nrltlr-set (lLllrrtcrlv pr()dtr('

ti(n rrrgcts. thc plilnl \v()ul(l exhlusl ils

nlol(l inveot()rv bcforc thc c'ncl of tlte
ll r(l rl,,nth ol' tlr( (llrilrl('r l'r,'tltrcti,rn
tlrcn $ould (lr()p l():t lruction ol plltnt ca_

pu( itv rlle li)ll( )\\'inB nr()ntll. 'l hc Ptrrch:rsc
o[ ntN nralcrilrls li)r thc or()l(l \\'()rk5ln,l)

soh r'<l thc ploblcm.
Asirlc fir-rnr itrsl.llling nc$ le(trlol)8y,

lh( upgrltding ol (lhincse t)lrtnls \\'ill re-

(luirc crllclPrist. tllitnilgcrs faonr lllc
\\1)aksln)p l() thc c\ecu{i\,c ftlnks t() ttD'

clcrgo rctr'uinrng. ln :lLl(lilit,,). lir( l(,ri(.
\rll nr'r'rl lr, r(illl(( slilll. rc rsitnl/('
olxnilgcrncnt, xn(l sct ne\t l)(ribalun(c
(ril( fl.1 At llk ..rrR' tirr('. llt( ( ol( rl)ri.(\
nrLrst rctain an(l slrengthcn cxisting lxl-
cDl((t n)lnagenr(nl PCrs{)nncl as k)ss ()l

kel ntrnlgcrs. cnginceri, or skillcd rrril-

r.ltrnt. r'frer.rt,,rs I,, {,llt(.r (.nlurlrl\(\
r',,rr .criorr.ly,lrrnrpt tlrt r(:lnr('llrrrrg
p()ccss. ,lol) lurppiltg" is alrcrrdl a prolr'

lcrn in S()uth (lhina lncl thc phcntrnre-

non is likell t: sprcad across thc c()(rntry

in tl)c next [eu,years. Vhile slnlf
tUfir()\'tr rat(s lrrc higltcr am()ng l'llls.
tlrct .rrr. el.,r irr('rcJ\inF rrtr' 'ng J.)nlc\lt(
entcrprises.

Price squeeze

()ther structtrrrl rcl()rors are xls()
nc,.r.krl tn tltc lut,r prtnr s((lt,r. PitnR'tl-
larlv on the' issuc of pricing. Priccs at

\t.rtc-(,$n(Ll,rrrl(r PJni\ la('l(,ri( :' Jr(' I\Pl_

cillly sct on a c()sl_Plus h:lsisl lhilt is, lll il
hxccl margin over manulacturing c<>sls,

\\'ill)()ut refcrcncc 1() ntlrkct denrantl.

Sincc n()51 pans phnts are caPtive t() a
singlc ()[N'1 cust()nlcr or t():r fe\\'clls_
t(rnrrs wilhin thc satne lrrcality, the cus

toncr (rlcn dictlrtcs pricing and thus thc

supplicr's profil ,rurgins. For cxanrplc,
Chinr's hrgest nl()l()rc)clc latrr ll)xnuit('
turcr sclls to N()ltlN(lO s o1()l()r('ycle its

sernlrly pllnts lr( l)riccs Ihill llrc scl l()
r)tcct lllc rrx)l()r(\'alc ()ElU s (()sl tlrgets.
'l'hlt thc proclucts of the pl:tnt arc thc

best ev:rillble in (,hinx xnd us( imponecl

nrxlcrixls lhxt c()sl rrll)rc thxn (l()ul)le tll(
pricr ()l (k)n1er'ti( inl)uts rrc not consitl
(r((l rn Ih( prirc r"ltt.ttion. Sll, ll l)rk'irll.l

Pril(1i((\ l(;trl rllu,l)'Jrll,, pltn. Pl.rntt rrr

China t() opcrate at gross margins half
thr-rse of their Tiliwxn counterprtrts.
'l lrouglr :., ,tttc .ttl)Pli(r\ Jre IryrnF tt' in-

crcasc tllcir say ovcr pricinll nlxtlcrs,
oranv arc inhil)itcd l-t(xD doing s() since

rhc l()cirl ()!.11 oftc|r is rlso a s(nlrcc (,
Iolns or hls access trr local agent ics that

slill c(mlr()l rrr inllrrcncc nrenxg!!)lenl of
supplicrs.

A c()rDl)()nent supplicr cin hcsl rcs()lve
(he pri(ing issue l)y (livcrsityiDl.l ils cus

l()orcr l):rsc und hrcrkirrg thr()ugh tht
[.,ira,l.{l/ Iike slruclur( llnd lrt:tl protcc-

li(misnr {)f (.hina's rut{nn()ti\ e in(ltlstry. A

ic'w. supplicrs rre $inning tllis slnl8glt

l.ik( s() nlxn!'sc('l()rs ()l tll( Ohinc:'c

c( ()r1()nt)'. tll(' :lul() Plrls inclusllv
holtis iurnrcnsr I)()tcntiirl ln(l lilsl(rs
grerl xnll)itir)Il. And. likt s,r rn:tnr'
()lll(r sccl()rs. rt ncc(ls ilu inltrsion (,l

cilpilul Ihis is rrnc se<lor. ltorrclcr.
tlut is gcl(iug il. Llrst Yc:lI. rl gr()Llp (r'
int(11]irti(nul in\(\lrncnl ltr'rlts lronl tllc
I nir( (l srutc. t.tehlisltt'tl tlrt Asiirn

5trl[rl{i. lnvc:trD(nl C( )rl). (ASI]\l(:())

t(, clliltrncl c(lrril\' alll)itlrl t(l thc llttlrlic
lntl prir litc r)urkct\ ol lh( l'xcillc Rinl,

inr lurling (-hin:t Invcstntcnt ftrn,.l'
rulnlrgecl l.)y ASI!l(:() arc strlr(ltlrq(l .l:'

lirrlilr'(l l)irnncr\llil)s antl rrc tlrgett,.l
at sg'rilir inclustrics in (iltinrt rtncl clsc-

\rlr(r(.in A\ir. \\'ith ()lfi(cs in HonJ.l

Krxrg rncl tlcijing, lhc !!()rrp is lcd l)\'
li)unding pirfln( r .lack I'crkorvski. rr

pr(nr)incnt r)lcnll)rr of lll( l'S in\'('\l'
n)cnl (rxrxnLlnil).

AsliUCO s stratelly iri to lrring rt

conrl)iruti()n of tccltnokrgl' und tapit:tl
I(' \(l(\t(d rnrhtrlrrtr. Tltrr,uglr rts rni

liitl )lS(J rrrillion in\(slr)r(nl tirnd li)r
(:lrin.r (,\lill)li\lrcrl lil\l \'(rr. A\l\4C() i'
$1)rking l() tristnrclLtrc an(l rc(rlPilalizc
J nurll)(,r,rf ttolnr''tir cnl(rJ)Ii\('' rtl

China s aut()nr()livc parts industrl'
\v()rk ing agrecmcnts hav(] bctn
lonrrcd Nith lhc Clrinx Natk)nirl Auk)-

Dr()rivc Industry C()rP. (CNAIC). lh(
China Nonh Industries (i)rp. (N()li-
lN(;()). and tlrc Ohangchun tntrniciprl
g(r\'ernnlcnt ft) rcstnrclurc Pl:lnts un_

der the Jcgis ol each ol lhcsc thrcc
uml)rrlla orgxnizalions.

-fhorrSl: dctrils (nr lllc (lt:rls rcnllin
p()prictur\'. at lhis I)()ittt, lh! Iisl ()[

l)lllnls l() l)c rcstnrclLlrc(l is ()Pcn-ctldcd

nnd cx(J) is sclr(c(l l)lls(d (r) ll)c rc-

sr,rlts oI tlrt:rilccl r)l)rr:rli()nrl !n(l [inirn'
r'ia I rrs:rsrrren(s c()ndualcd l)\'
ASIiU(i(). A(l)ur Andt rscn & (ir.. rtncl

\.'1. Kc:rrn(\'. lnc. 'l'ht 
1>l:rnts rurrcntlv

Ltrtrlct rcr ir's prrrtltt,.c ;r lrrolrl r:tntc
()l- c(nnlxnrcnls. incltrrling nlrtotcvcle

Pilrt:\, cllr ('ngincs ln(l lrllnsn)issi()ns.

rlrc-,,r.trrts.. (lL',trrt.ll (,rlllln'll(n1..
lrlrkc svsttnrs. (lrivc trrin clt'ntcnts.
]nd inslrulncnl lltncls. Eat'll opcr'a-

li()nlll :r\sess,trcnl rcconrnrcncls I plltt't

(l(lailin!l l]rln;rgcnrcnl r(slr(l(trl[ir]9.
c(luil),rrcnt xnd tc(lln()l()gY r(\l(l irc-
rn( nts, rncl nrrlrk(l (lc-vcl{)Pl)lent

prosptrts li,r' cleh pluttl
\'cntrtrc c:lpitrl lirn(ls lJrgcl('(l it

spccifia in([rstrics ltrtd cntcrpriscs rtr'c

()pcruting ()n thc [r()nticr of (]lrin:l s in-

dustrial rcstructuring lncl privalizrtion
p(rccss I'rofit drivrn. lhesc Ptl)itct\
lrc ltclic llll diffcrcnt frtrnr V'orld
[]lnk-firrrdctl induslri.ll rcslru( turing
pr()ic( ts. \\1)i(h rrc nn)tirJlcd l)\' ()\'cr-

rll et onl}rnic dc\'rkrpmcnt (r)ic('livts.

And, unlikc equit) ioinl venturcs, tllcrc
is no inilixl invcstr)rcnl participJli()n hy
multinlli( )nxl nlJnufJcturinB ( (nDpJ-

nics. lhc llck o[ l krrrign 1.l]nncr
nrakes thc ()Perationxl rcstructurin8 of
r'.rr h pllnt lh( rlt(,\l ('I,llir'rl fJ\'li)r In
ultelher it lchievcs su<r'css.

Ki,l llit)tlttrul
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rocuS
:rgirinsl l)urcrucr.rlic in(nix l)\ Saining ac-

ccsli t() f()rci8n techn()l()gv rnd cxl)ital
xn(l xggrcssivcly pursuinB OllM (us-

t()!)lcn on x n:llbnal hxsis.'l'he Sh:rnghai

l)rive Shatt (ir.. firr exurPlc, hxs suc.ess-

The OEM often

dictotes component

pricing ond thus

the supplier's profit

morgins.

ADiSAI.EItDlEtLC
ADs!l.C
EHEItDC'(C

CHINAPIAS'91 II . I5N I
grh Intcrnrtionnl Erhihilion on Phsties rnd
Rubber lndustries

AUTq 
':XPO',91 

ll " lrll
lntemuri(,nrl Exhibition for AutoDn)ti\c Trndc
und Induslry

SINCE 1978

I SEANGEAI I

I sICME',g{ 9"ly6
.1rd Shanghxi Inlemxlional Clothing Mxchin-
erv Exhibition
Slianghai Intemational Clolh ing M alerials and

Acc€ssories Exhibition

cHtN.A AVIATION '91 27 - 3lll0
Intemiur,rnalErhihrtr n,,n ( ir il Ar iatron. Air'
Fx)n Equipment und Rr'lalcd Se icc\

.{/. t,t,ltN

1994 ]UN TO DEC

@
BEIJING

ALTTO ( IllNA '91 23 - 2916

ll(rtrn.r Inl(rn.rlr,'rrJI'\rrl,,lrr,li\( ln,hr\lr\ L\_
hihiron

| .MACHIMPEX-
METALWORX'9{ E - I2J1
lntemationul Erhibition on MclnlworlinS Ma-
chiner!

I )EP CHlt'iA '.94 20-24110
5th lntemaliond Exhihilionon E[er8y & Po\ter

1995

@
BEI!1,\G

CHINA COMPUTER &
OASHOW'9| May
lrd Intemational Erhibilion on Compuler and

Ollice Aut()oration

I ) BANKING CHINA '95 June
Jrd lntemali(,nal Exhibition on Banking and

Financial Equipment, Contputer& Officc Au-
tonralion

LEATHERCHINA'95 October
5rh lnlemationrl E\hibrtion ,rn l,eather lndus-
try and Shrre Mal,ing
l\l lnlcmatir)nxl Erhibrlion on L,ctther Ct\xls
nnd Malerial

SHANCHArTL:X',q| 21t5 - 116

6rh Inremari.,nirl E\hihili,rn on Te\lilc |klu\-
lry

AUTO SHANGEAI'95 2716. 1N
l()lh lntemrri(tnrl Aur,rmohik' and Manufle-
turing Technology Exhibilion

WELDING SHANGHAI'95 AN6. 2N
lod lnremoriuulExhibilion on welding, Foun
dry. Forging and Heal Trcit cnl

I , BOILER SHANGHAI '95 211/6. A7
lnd Intenrntionnl Exhibilion on Boiler Tech-
nology

BAILDING
SHANGHAI'95 7.II/I()
Shdnghai Intcrnational Exhibilion oD Build-
ing Materials & Sen'iccr and Interirtr Dt'eo-
ratt)n

\ crc CHINA'9, 7- ll/10
China Intcrnatr,rnul Errhihitron on (irn:.true-

lion Technol(Uy

PFP.PLISTPACX
SHANGHAI'95 23 - 21lll
lntL'rnclionrl ll\hihitii'n on Pl.r.tir:s irnrl P.r.l-
asing Industrics

GUANGZHOU

IBUILDING
SOUTHCHINA'|, March
3rd Soud China Ifltemltionirl Etthibition on
BurlJing Mut(nnl & Srft rcc\rnd IntenorDt'co_
ration

PFP.}'OODPACK
SOUTHCHINA'g, lUrrch
lnd South China Intemalionrl Exhibilion on

Foodprftessing and P kaging

@
AS|AIJ tT |XPO'.91 2tE- l/10

tli)r,tu,rl\ I'l, l ds CLN II ASIA / S[,!.R('C)
Asirn Inli)nnnlion Trchnology Exhihitxrn

HO CHt ,nt.\H ClTl'

AIJTO VIETNAM '91 4 .8/I()
lnd Vielnxnr Inlemirtional Erhibiliooon Aulo-
nloli\,e & Tran\F0rl Indusln

vtTt'gl {-8/10
Vietnir r Intcrnltioll l'lradc & lnduslry l]air

BU I I ])I I;C & C OTiST R UCT I ON
vt9Tti{$.g4 {-lylo
Vietram lntcmutionrl Exhihilion on Buildin!
& Construclion

I'IETNAITI TELECOMP '9J I.I.I8YII
JrJ Vrclnrrn lntcmaltonal F-rhibrtiorr ln Cont_

muniiltr.n. Cornputcr, officc Slrtrnt &
Broadcx\ting Equipnrcnl

l7lj,?t\.t.t,

To: t:S (Xlite
Adssle Pcoph lN('
it)lt0 ()l.ou Sl. Srtlc l15D.
sarlx Clffa ( A 95(151. LISA
Tcl: ll)8-r)86 8.1t11

I;r\:.l0ti 986 158{)

Hesd Omce
Adsah t:xhibition S(rvic('s Ltd
l.l/l- I)cvon Houst. Txikoo P]ace
97q Kitrr's Ro d. Qu rry Bny. UK
Ttl:851 llll 81t97
Fa\: n5l 516 50l.l

YES! wc a." int"."sled in !'xhihiling/\ i\iting in thc ahore t'xhihitions. plcrrt'
senrl lurthcr inlinrn lion. (Plc sc itttuch nrnrccilrd) CBR
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lirllv licensctl (lKN lcclrnolog) () rnilnu-

lirctLrre constant-velo(ily universal ioints.
'lhc cornplnl lrls tergeted I-A\\' lnd
I)()ngfcng (lit()('n for firture salcs lod is

likely to pcnclrlte b<)th nrlrkets.

R6dy to roll

(,hinx s Jrrl(nrx)Iivc prns induslD'$ill
crpcriencc l pr':tk peli<:cl of growth lnd
nr.rturation ()\'cr lhc nexl 10-15 vtars. ;ts

c()nlp()nenls Jrrrducers race to kccp up
rvith the explnsion (, Olliu vchiclc nrin-
ufir.tule. l'()llowing tltc prioritics ()f
(,llinr's OEI\ls. nrarkct r4rponunitics $'ill
lrc (xrcenlr:rletl :tt thc ligltt-r'clticle cncl

ol'thc prtx|.rct speclrul]r, pxrti( LrLllly in

rrolrrrct'clcs :tnrl passcnlqcr t'ehiclcs.

Srrcccss trltinretcll rr ill hingt ott .t lirn-
(lilrtrcntxl restrrrcturing ()f the in(lustr!
runcl its irrclivirluul cnlcrl)rises. Mrli(n ()llM

vehicle nl;rnrrLr(turers tntrst lTroltdcn Iheir

sr)rrrcing pr ( ti('cs I() pcrntil (tnnPClilion

.lrll()r'lg pJrts proclttcrrs that (llrr(nllv
lcncl lo l.)c (irptivc t() intliliclttltl vcllicle

l)r,,(llr(1 r:. SI.ll(-cnl(lI)ri\( r(slrtlr rllrinF

nrust ellcrr<l bet'on,:l tlte pttrchltsc of
nrrxlcrn ctlriprnent xn(l lc(hu()l()ll!' tt) ll
tlcr'yrer rclirrrn o[ nrrtnegctttcnt antl rtutn-

ul.l(lrrring ( )prr[lti(nN.

|()r'cil.lr'l in\'(st()rs :tnttecl $'ith tltpitrl,
t((lrn()l()gv. urrcl tnenltgrtttettt knort-lrrrv"

\\ ill scr\'( rs irrlp()rlxnt calalr'.tr lor
r.lunge. htrt rtlso u ill ln' lirrced to rtlapt
l() thc lo(al (rnrrrtc('iitl :ln(l nlxntrlil(1ur_

ing en\ir()nn)cr1l. Tlte rtsttlt u ill lx' gllrcl-

U.ll (1,nt(r{(n(1 ,r1 ( ltitt.r:. .l t ll(lll), ,1i\'(

in(hrstn \\ itlr \\orlcl orltrkcl stlncilrrr.ls lr'tcl

th( (nrcrg( n('e ol tlrt' ncxt tnij()r acnlcr

rr[ tlrr n'odcl arnornolive in(ltrslr\ i

Tnn Znalrnt; CmN,r ExustrtoN ()IGANIZBR

SH/INGH.II



PROJECT NOTEBOOK

A Rood to Success?

Mork J. Obert

Generol Automotive
Corporotion buses

ore rolling merrily
olong in Chino

n Chinl, buses crlnrnrccl $ilh <rrm-
nrutcrs luntbcr ak:ng city slrcetr and
mok)r (()ir(1lcs fill(11 witlt l()urist:, n.l! i-
gatc chohcd higlrsrl's. Tlrough the

sight of thcsc vchiclcs (li$ing lheir uay
tlrrough Iraflic rnight be unplcuslnt to
lnyone $,ho has hlrl to fighr Chinese
nrsh-hour cnr$'ds. $r: at Cencral Aur()-
molive (i)rp. ((lAC) scc only thc lrauty
of a gnlwing markct. llirsed in Ann Ar-
l)()r. lUi(hig n. CA(: rtrrr(.(l pr()du(ing
l)uses ifl (:himr last )'(ur.

(iAC l:r'gen in\'(,stiltrlinE th(. (.hinx
,n:lrket in 1991. Vith our wholly ()wncd
sul)sidi:tr),'I'he Flxihl<. Grrp.-thc oldesr
.rncl largcst l'S nrxnuttatLtrer ()l'trunsit
buses-GAC conclueted a fcasibiliry
sludy on rrr:rnu[acturing and rnarkcting
()pportunitics lirr heary-duty trinsit :rnd
t<lur huscs in China- 'l"he results.t'cre
very cnc()uraging. (;hint, the \&r)rld's
largest hus market, hld no bus manu[ac-
turing i(,int venturcs. And as thc coun,
try's dornestic manufl(lurcrs ilcrc p()-
ducing full- and mini-sized buscs wirh
1950-60s technology, thcre was r defi-
nite nccd f<lr modcrn rquipnr(nt and
cxpertise. r0(/e estinlirlc Cltina s annual
market demand for L,trses by thc ycar
2000 will lr &)ublc thc current 1(X),000

units.

Convinccd of China s potenrial, GAC
decided to jump into rhc China nrarket.
Vt'firrnrcd Asi!r- f lx ihle A u tonlotivc
'Iechnologics Co.p. (A-F'CO) to ()versee

slafl up irncl opcr.rti()n\ (.,f :r ChinJ ioint

venlure, our first investntent alrro:td.
A-lj(;O w:ls (r(.Jt(d lr) kc(.p ()ur Ast n
op(ruti()ns as r srparatc pnrfit center and
to cstahlish a fr:rrns\r'ork l() ilttr.ld:rddi-
titxral foreign investors inlcrcsted in thc
(lhina markct. In xdditi()n l() its 50 pcr-
ccnl inlerest in thc Chint i()int venturr.
A-|(l() cst{blish(]d a scparatc' Ilong
K(nrg lrading c(nl'tpuny, Virn-Yu Asia-FIx-
il)lc linlcrpriscs. Ltd., whi( h is uctivclv in-
vrrlvt.d rn irnponing end cxlxrnrng lr,lrr
Chinr.

Czctling slorted

A-F'CO sclccted as partners thc
Ch.ngzhou llus Firctory lntl its parent,
thc Stetc<nncd special$ vt:hicle nranu-
tircturer Chinl I lrlran Autom<ttivc Gcnc,ral
(i)rp. (CUAC(I), fnrm anxrng sct'eral nra-
j()r Chinx bus nrlnufacturersi seeking tls
investrnent. Cl IAGC, headquxrrercd in
llciiing, has ovcr 50 vchiclc manufactur-
in8 opcrali()ns undcr its umbrella lls nell
as salcs and scnicc olTices thr()ughout
Ohirra. Changzhou Bus. tl're largest
Cl A(;C manul:rctur(r and onc o[ Clrinl's
hrgest integruted chassis an<l body ls-
:icmhlers, is sltiltcgically kuted berwecn
Shanghai and Nan,ing in the hean of the
Yilngtze River industrial area.

Vt studicrl (,thcr l 5 lnnt venlurcs in
(ihina prior t() finalizing our contract t()
lelrn from llrcir nristakcs. \fle madc ccr,
tiin to securc no less than 50 pcrcent c+
uity in the vcnture, ohtain contractual
riglrts to oi^-rrrt.thc i(,int r'(.nrurc using
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r l\,to* J. Oben is president ond chid
operoting offfcer of Generol Automotive
Corp. ond vice choirmon of The flxiUe
Corp.



Over 95 percent

of the components

Chino Flxible uses to

build wo o[ its models

ore sourced locolly.

turcs sccking cnrpkrycc trrnsPon, g()vem-

nrcnt tBCn( ics, and kxal tmnsit o1^-ntors

Currentl,v. China f'kil)lc enrpl()ys oter
J(X) people. xl)out 2(X) of which are en-

gagecl in nranr.rfacturing. All of thc krul
cnrpkrvccs cante from Ohrngzhott Btts.

lntl tr.rining SrouPs lrc rcguhrly scnl to
rhe Flxihlc plxnt in l)ch\rare. ()hi() li)t
tlrree-filrr wrek te(hnicirl ancl nranufitc-

trrrinS truininE pr(Ur:llttr. Addrli()n!l lfl in-

ing prr,grilnri.:lr(' ltt'1,,1 tur.e e.ttlt ytlrr rn

(lhina:rn(l thc vcnttrrc's I',v() cxPiltrilte
steff pnrvicle funhcr t)n-site triining.

Chinr Flxil)lrrs p(xlu(ls !re slx'cill(rlly
dcsigned lirr the China mrrket. 'l'lrc r chi-

clcs lrc rlurablc, incorporalc rttlnual
transmissions. ancl fullltrrc largc cltxrrs firr
east' of enln ilnd exil. luost vchiclcs are

sold lirr n,rrlrirrbrl wllelhrr thc,v .rrc (trs-

trxn built or purchasecl li(xn invcnlory.
llccausc (lllinr Flxihlc huses inc()rPorxte

highcr (lualit!' c(rnl)()ncnts lhltn lrttscs

l)uilI l)\' (l()nrcstic nranttl:tcturcrs, thel
Icnd t() ao:'l .llx)ul i- li l)cr('cnt llx,rc.

Currently. wc relv ()n lhe swal) ccnlers

:rnd (,rrr initi:rl invcslrr)(nl l() tllccl li)rt i8n

c sch:tngc nurls. Tltr' .lrtntr:rn' tlt'r llulrlion
of the .lriart <licl not huvc x orai()r imPxcl
()n ()ur ()pcrltk)ns, ls tnosl of ottr ltuses

irrc cusl(nI built $itlt kxll pa(s. rttnlrer-
fllore, stl('e cust(nn_l\rih buses lrc'llso
cLrst()nl pricccl, Nc Jrc irblc l() ildjusl
priccs c()nrparalivcly clrsily to reflect
clungcs in costs.

lecsons homed

China l'lxiblc. in ils firsl ycrr, laced

t,vpical i()int venlurc slilrt-uP Prohlcms.
Wr.h:rtl r() intsst in (lu.rlrl) ('ontt()l lrJin-
ing for cmployees, tlcvclop tirt'tcly rcp<-rn-

ing scheclulcs for srrth operations as

nronthl,v prt uction slltus and pu('hts-
ing activit). xnd lx'gin marktting ne\\'

product line in an cconomy whcrc po-

tential ( ust(nDe$ ()ftcn lack financing. Ve
also hacl lo leam ho* ro work cffcctivel.v

with <lrr Chine'sc' panncni \\'hile installing

wcstern man genlcnt Pracliccs, sucll ils

financial planning and bu<lgcting ancl as-

senrhly linc configuration.
One unf()rcst:en fact()r xtlccting Pr()'

cluction at Chinl l'lxible hls lxen thc er-

rltic lvailahilit!' of agreccl-upon l.lank

trc<lit lines n(c(l(d t() nrcct rr,.)rkiog (lPF
tll requirerrrcnts. fhr. crtrlit lighlcnins
dccrcecl l>,v thc centrll !l()vernnrenl in
nricl-199-1 squeczcd Chinx lilxil)l.rs tr'()rk-

ing capital uncl clelayed salcs. as sorue

customers lttcl lrouble ol)ldining lunds.

Wc soltctl thcs< prohlcnts b1 intr rltrr rng

p()tcnti:rl cus(()rncrs r() ()ur lunks, $h()
sonletirncs coulcl arrangc finlncing, iln(l
l)y dcvcloping crcativc salcs terms. fls-

scntiirlly. we xll()wed cenain (ustoners t()

prrrchase huscs on a monthly inslallnlcnl
plan. Ve are n()w trying to convince fi)r-

eign leasing hrms to enter the bus jic(1or

to help easc tltc tigltt casll siluali()n.
(Jn xnothcr li()nt thirt lus cnuscd ()thcr

vchiclc manulircturcrs diffi culty-l(:lli7-.t-
lion-we havc had morc succe$s. Otlr
inilirl producli()n strategy lras hasic:tlly

in\'()hcd inc()ryx)mting l-lxillle lechnolt,8l'
onto t\ 1) Chxngzhott Ilus mtxlels. China

I'lxible has lx'cn able lo s(\rr(e ovtr 95

pcrccnt ()f lhc c()mP()ncnts it uscs l()
lruilcl these' rrrcxlels kralll. th()ugh s(nnc
()[ the (nhcr nxrlels usc imponed diesel

cnginos, air c(Ddilk)ncrs. rhxrr syslents.

lnd transnrissions. The l'rulk of our inputs

conre front lhc l()el Clungzhou conrP()-

ncnl nunut ('t!rrcrs sho rr.rditionally sup-

pliccl Changzlxrtt llus. Supplier quirlily
hirs varied from very g(x to marginill.
vc continuc t() truin our vcnckrm to ltclp
rlrcm imfr(rv( 1xns qurrlitl f{)r cxistinl
rrr<xlcls and also maintain l rigid inct:rn-

ing inspccti()n pr)gr.rm.

i\'l ior c()nrp()ncnIs sourtccl outsidc
Chinr oftcn rcquirc significanl order lcitcl

tinrcs xnd w'c'vc lirund c(x)rdinatinS (,r-

tlers uhilc surtin8 up trlanufilcturing xnd

hunching ncrv products to bc difficult.
but tlrings arc bcginning l() run more
snr(x)thly {s wc gxin exPerience. Still. ()r-

ders th:rt rcquirc mxior con]P()nent
Jn(r()r slructuml changcs frrm thc stan-

d:rr<l Flxibk rrr Changzhott Ilur' dc:'i8ns

can take ahout six wecks longer t<> fill,
because they rnust mcet 8()\'ernnlent-
nundatccl nerv-procluct ccnification rc'
quiremcnts and then be listecl in a reg-

istry of ofhcially approvcd modcls. 'lhc

lrunsponation Bursau under the Ministry
()f C()nxnuni(xlk)ns taktls alx)ut a nl()nth

We ollet ,he lollowing services:
. Find markets for youl expons

. Find supplicrs for your imports

. Find partnen for your investment

. Assist in contract negotiations

. Provide management assistance

. Also translation, interprctation, semi-
nars. business tou$, markct research,

expatriate orientations and stafTilg.

Join our China business tour.
May 25-June 10, 1994.

Ordcr our book HorY to do Buriness
with Chinr by Dr. Ceorge P Jan.

$19.95 plus $4.50 handling fee

American Institute of Technolory

5241 Southwyck Blvd., Suite 200

PO Box 2742, Toledo OH 43606

TEL(419)868-852s FAX(419)E68{526

Cnnur Busnnss
SBnvrcBs
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Wcstcrn lanagerlcnt Pril(ticcs. sPc(if)
contrilnrti()ns lncl rc'sg:nsil.)ililics <l[ ee(h
pany, dclincatc proccdurcs for prodttct

distril)uti()n an(l rcl)alriatiorl ()l Prolits,
antl stil>ulatc that equity contributions lx
made in lr!o stllges fi\'e years rparl.

Ncg()tiations with Changzlrou llus antl

CtlA(l(; r{cre completed in itlxrLtt a year

!n(l in Septenrhcr 1992. we signcd x -lu
yclr i()inGventurc contracl and Jfliclcs ()f

associxtion. A-!-CO ()$'ns x 50 pcrccnl in-

tcrcst in the $J0 million j()int vcnturc.
(l h in:r Flxiblc'Aul()molive C(). Ltd.
(lh:rngzln)u Bus lrr(t()ry holds a i0 pcr-

cent stakc in thc pr)iect. an(l (ltiA(;C, 10

pcrcent-
l-olkrrving fonlal approval lncl liccns-

ing li<rrtt Chinesc xuthoritics. (lhin, Fb(i-

hlc cornnrcncecl oJrcmtions in (llrxngzhott

in l;chruury. l(rj. T he vcnturc rrranutrc-

rurcs six diflcrent nroclels of lour ancl

trunsit llrscs, unging in lcngth [(rn 7-12

rrcters. The lrttscs currently lre sold ex'
clusivcly in Chinir, though we plan to t'x-
p()n in llre fulurc. China Flxihle s targct

cusl()l1rcrs rre prinltril)' (l()nlcstic ()tlr
complnies, hotcls lnd resons, j()inl vcn-



I

I() cr)nduct rig()r()us tests f<rr clrrrahility.
sxli{v, and othcr fack)rs l)eli)rc gmnting
approvals. As 1\'e st.lndardize ()ur prtxluct
Iine lnd availlblc options. h()wever.
li'u,cr lT uses nccd to be ncwly rellistcrcrl
runrl r rrrr cL.lir cry rirlcs lre slrortcning.

Aport tsom the crowd

Vc lrtce stiff conrpetitk)n in rhr: Chi-
nr':.e ntrrrkct; l:(nlc (rU--(l l)uj. l'x( l()ri(,s
ar()und lllc countn pr(xlucc l)uscs. M()sl.
hoq'cvcr. are prinrrrily hotl1, huildcrs,
mc ning tlre),sinll)l, asscnrble lxtdies on
chussis purclusctl liom one o[ the Smtc,
oq n(rl cltlssis nranufacturcrs. (:hinil I.l\i-
hlc s str:rtcgv is to dif[crentiatc its p(xluct
linc by emphasizing its itDponc(l tcchn()l-
ogy; lrigh quality. smte<tf-lhc-ln passen-
ger sllity and c(nnli)n ferturcs::lnd l)ea
ter rcpxir reco(ls.

lJccxusc (ltlr Chincsr panncrs hxd prc,
viously produccd according to State lncl
l<rcal plans. rlrcy rvcre unfimilitr \\.ith drc
kincls ol sllcs tcchniques t11ric:rlly crn"
ployctl in a ntarkct ccononry. Ve har.c
thus put in placc a ncw nurkcting p()-
gnnr rhlt cntphtrsizcs such basi<-s as hotv
l() identil\' poleotill custrxncrs. clcvck4.r
gt:r salcs tcchni(lucs, usr aml cstablish
distril)uti()n chlnncls. ancl p()silioo our
pnxltrc-ts in the nrarkcl.

(lhinl Flxiblc buscs are nrarkercd ltv
CtlA(;(; lhrough ils 2(r regionrl srlcs ancl
x'n i( (' l)rJn( h oliirt:'. ln:r<ldition. (ihinu

Flxibk:s orln sales an<l markrtirrg safl. all
fornrcr enrploycrs of Changzhou llus.
also sell kl regiontl lrrarkcls. \ve h:rve
k'lrn<l th:rt Ih(. Ill.ti(,r fi(tr)r: inlltrcncing
e salc in Chine lrc avililxbilily ()l (.Usr(nncr

financing; price. <1ualit1, lnrl Jppctrancc

of vehirlcst field scn'icc sr.rpponr and <lp-

tk)ns/clrst(nrr-dcsign irv:rilirbiliry.
A-F(lO is thc aurh()rizcd cxfx)n rruding

xgcnt li)r China Flxiblt pnxlucts. 'lhough

wc h:rtt, no (r,nlftt('l,till (.\p()rt rc(lUir(-
rlents, we hope kr cxpon 20-40 percent
ol Chinu Flxiblc s ('LrtpUt wilhin fivc
years. A-l-(:O s targel r)venieas flurkcr f()r
(;hinJ l:lxil)lc trlnsit :rnd l()rrr l)uscs rs

Sorrthe:rst A:.i1. whcn s'c hope trr lrt.gin
sclliog vchiclc's next ycar. Evcntu llv.
(lAC exF,(ls Chine Flxible ro exprn<l r<r

othcr orai()r m rkets, including ln(li.t xnd
F:xstem Europe.

n) this cnd. Van Yu Asia Flxihlc Enrc-r-

l)ri:'cs. Ll(I. is tlrvckrfing J s(.pxnrt(. illt-
P()fi-CXP()n mlrnagcnl(.nt ()rganiati()n l()
huy and scll high-q!tlity c()ntp()ncnts
nnd mat('rixls f()r thc l,cevt-duty lrr.ts and
tnrck nurkels in lxrth thc Linilc(l slltes
xnd Chinx. ()nce stin-UI) is conrplelc, the
trading conrpanl,$'ill cxp()n Chint flxi-
lrlt bu:,<*. li,r$hi(l) it \\ill l^*rl)l(.t()inl
p()rt air c()n(litk)ncrs. ckxrr ntechanisnts.

Chino Flxible sold virruolly oll of rhe l0O buses it mode in its first yeor of production

A lew monlhs ago, w€ b6gan our radio program syndlcation in China and
Taiwan. Cu.l6ntly, our Frograms on American popular music are t€ing aired in
sevOn citi6s covoring 6 provinces. Wrth an ovorwholming rosponce kom our
alrdisnce, wa are rapidly expanding to othsr cilies. W6 also comploted our rirst
audienc€ prolilg sludy. We tound our audiencss to b€:

Cross-Gandared , Voung Aduttg
Highly E tucated. Aflluent

For d€lailed inlo.malon on advsrtising or sponsorshp ol our programs. pl6as6
coalacl us lor a mgdia kit.

WESTONE PROI)UCTIONS
EB& l!!!q9!Issh., xohhor, ch.rychun, sh6y.n& r.i
TlG8lrkemont Place San Ramon Far,510-735-f,923

All Ligtening to Your Story...
4nd We Can Get You fhere C0st E ectivet

ne Billion Ears.. .o
y!!

Morch-April t 994 The Chino Business Review

CA 945E3 . Phone: 510-735-2733

33

E. l

t'

V I
I E E

Lr L]

t
-t

__

I'tutu, coutlt\t ol (;AL

and dicsel cngines from thc Iinited Sttt(s
&rty free. I inlil China Flxiblc busi(-s olc,rjr
intcmrtirnal stundards, Van Yu u.ill con-
centmte on cxlx)ning Chinesc upholstcry
lalrric. alunrinunt castings. nd sealing
c(rnfx)ncnls t() thr [r-S o]xrkcl.

Rolling olong

We belicve (:hina Flxiblc has madc cx,
ccllcnt progress in i|li first year of opcr.r-
lions. The vcnlurc inlroduccd six lrus
nrodels to thc Chinx nurkct. ancl nxrsl ol
lhc l(X)-phrs huses pr<xlucccl xr lhe 500

hus/ycar capacity fec'tory wcrc sold. Chin:r
l;lxil,lc \\t)rkcrs are adapting to I rigid
(lulrlily contft)l progrlnt lntl th(,I d()r] is

.hs()rhing a significant levcl o[ ncw tech-
nokrgy. Chinl l'lxihle cxpccts to prrxlucc
()vcr 250 l)uses in 1+r{ and tum a profit
afier only two ycars of pr<xluction.

ln Lrddition. in March (lhinr Flxihlc $ ill
hrcak grouncl for a ncu state-of-thc-rn
lrus nranufacturing facility. Lrrated ldja-
cenl Io our Changzh()u c(nnplcx. lhe ncw
plant uill prrxlucc 12-mt'lcr luxury tour
huscs ancl hclw-duty cit)' rrxnsit l)uses
witll Flxible l)()dy and chrssis manufircrur-
ing technol()gy. 'Ihe olcl fictory will hc
rused t<l assemble thc t\\.() Changzhou
chassis rn<xicls :rnci to paint lll huses. l hc
nc*' plant should he in opcration hy thc
li)unh (iuancr ()f this year aml *,ill havc I
crpacity of or,rr .2.000 ltuscs 1^-r vear.

'I'hat rrray not ln- a trenrcndous numltr
in a mrrkct of 100.000, lrut ll.e are nxrrc
( ()n(('rned *irh qulliry lltJn quxntiry in
thc shon tcm1. As Chint s rrrarket dcvel-
()ps, our p()silir)n rs thc first ltus nranrr-
fx(luring i()int venturc tvill cnirble us to
cxltund along uilh it. \V(' are ready k)
nrovc China s l^-(rple in sJfcty. (.(xuf()rt,

and stylc. i,
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rcro lond Unto
hino's Over-the-C
rug Morket

ounter

The potentiol

lor profits is nothing

to sneeze ot

r MiEi Swonson is o director ot fuion
Shotegies td,, o Hong Kong'bosed
ronsuhing compony whose Medicol

Chino division spciolizes in the Chinese

heolth core mo*et. She rNently com-

pleted o multi-client report on the OTC

drugs sector.

lvithout a ckrtrrr's prcscription, Js !lo\'
cmncnt olhcials lrlievc lhat Chinesc citi-
zcns do not possess suIficient untler-
stancling of nredicines to choosc their
own drugs wisely. In Prildicc, however,

lhe prescription rule i$ conrnrcnly flouted

for OTC drugs. Vhile the unoffrcial OIC
market has al$ays cxistcd, oTC pur-
cluses have increased in recent ye rs as

consumers have grown wealrhier :rncl tra-

ditkrnal dependence on *'ork unil-prtr
vided health carc has decreascd.

'l'he liccnsing of drugs-including
O'lCs-in China is thc rcsponsil)ility of
rhc Minisrry of Public Health, q'hilc the

St tc Plrarmaccutical Adminislrirt ion
(SPA) and its distributi()n arm, the China

NationaI Oorporation rlf Metlicine
(CNCM). control producti()n, sales, and

distribution.'ltough China's phamraccu-

Ii(xl dislrihLrli()n system is becoming in-

creasinglv decentralized as inciividual lnd
rc-gional distrihutors gaiu grcater aul()n-

om1'. all distributrlrs nrust irc licensed and

rcpon their activity to the SPA. 'i?hilc lhe
sPA lries to kecp a tight rein on distrihu-

tion. it docs nol monitor rctail salcs o[
nrcdicines cl()sely. As it result. salcs of
O'I C medicirlions have tlourishetl. 'l'lrc

g()\'crnment t()leratcs tlris sit uat i()n

though it has no plans to alter its long-

sllnding prcs( ription fl,lic,v.
As the OT(l scctor d()cs not r:fficiirlly

exist in Chinr. no figurts indicJlirll.l ils

size ()r itnp()nlnce arc'avlilable. llrtt tlre
()1C sect()r's fx)rcntixl l)cc()Ines evident
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I Mitzi Swonson

hen Chin carchss u ct)ld,

drug c(nnpanies pir,v tltcn-
rion. In x sunrrrer l99J
sun'ev conclucted b1' Med-

ical China, q) pcrccnt of the mtlre than

100 urban c()nsumcrs interviewcd stiltcd

rhey hlcl uscd a cold rnedicalion in the

previous six nronths, and 50 perccnt said

they had taken painkilltrs. such frgures

have caught the eye o[ leading ',Jfestcrn

drug companies that have u'atched
lower-priced generic dntgs gclbblc up a

chunk of their tratlilional home mlrkets.
Looking frrr ne$' opportunitics. these

pharmaceutical manufacturers have des-

ignated ovcr-the-counter (oTC) nrarkcts

worldq iclc as panicularly pronlising. In
\0estern countries, OTC drugs lre those

rhat havc been dcclared safe for self-
mcdication irnd can he ohtained laithout

a cloctr>r's prescripti()n. The most com-

mon OTC drugs includc painkillers:
cough and cold renreclics: lari()us stom-

rch mcdications. including !nttcids and

laxativesi antiseptic skin creants; and nu-

tfili(,nJI r'ttpPlemcnl. :'tl(h rs fil.ttnins
ilnd tonics. ljor fim'ts readl' to rvork hard,

Chin s Ol'(; sector olltrs 8re:rt F)lcntiall
for slrong (\)nsuorcr slles ancl lrrand

A +echl mo*a
Onc n(nal)lc aspect of China s OTC

drug nrurket is thut officially it cltts nol

e\ist. ln thc()n. no <lrugs'---<'xcept hcrh:rl

prcpa rxl i()ns-:rrc Ivaillble in Chinr



simpl) l)\' r')iiorining Illc size ol Chinx s

ovcrJll phurnlx.eUticll nlxrkel. \\,lticll
r(.((,rd('(l :rD c\rrnt.tlc(l S-.i l)illi(,n in rc-
tril sxles in 1992. Our inlcn'iews in(li(.lte
that uP to l() percent of ell hospillrl rlnrg
sales lrc firr vilanrins. :rncl rx'er l2 pcr.
ccnl lrc lirr cough anrl cold rrnrcrlies.
Vhilc nrost ()f thcse slllcs alrc tl:l(lc
through l)rcs( riptions, tltr p()dUcls l)einll
used xre tln)sc \\'hich c<lrld lle prrrch:rsccl
(,\('r-llr(L((,rrnlcr in rnost othtr t',rrrntric.
(J(r, l.rlr[ r. Alreitd! . dnust,,rc.i in ll( ii lg.
(-iuangzlxnr, Jnd Shlngl)ili sell llxrut 25

pcrcent ol thcir OTC l)ro(lucts $,itllout x
&)(k)r's prlscriptbn.

T() gxirt x clellrer pi(lrtrc of tllr ('(rrrrnt
OTC ,Dxrkct. \\'e suneyc(l o\,!,r 100 pe()-
ple. in<lucling doctors. ythlrntlcists, uncl
(onsunlcrs in Ueiiing. Shanghai. lnrl
Guengzhotr llrsl sLtmnter. These intcr
vie!\'s rcvcrled that up to three quaners
of the urlrlrn p<lpullrion still ol)t:lin illl
lheir mrdicines-in( luding O'l'Cs-b).
pr(\( ripli()n throuBlt tlrt.ir \\'r,rk-unrr
h!'alth (.lini( s ()r ;tt h()spihl outp.ttient dr-
Pllnments.

Even so, us Chinl s work-unit hcalth
svstenls d() nol cover thc self-entpkryecl
or those in pri\'lte entcrpriscs. nx)rc pt-
tienls urc huying plinkillc'rs ancl cokl
rerDedies irl kral drugstores. The gro$-
ing ranks ol sclf-enrploycd. $ho nturit
pav fbr tlrt'ir nrcdicines oul (rf p(x.ket, rtl-
ten prefer thc c()nvenicncc ()f J quick trip
t() the dnrgsl()re lo 1l l()ng wail at x pul)lic
hospitxl. Al thc siln)e tinle. health-clre
lecs rrc rising and those still cmployc(l itl
$'ork units are hcing reimbursccl iirr
snraller lnd snllller pofli()ns of thcir ltills
(sec b()x). 'llrtrs, trrany c()nsumers n()\1,

tie\\ purclusing OTC ntedicines on thcir
()\\'n rs il rl()re appelling ()ption thxn
sceing l d<rtor anci sccking reimhLrrsc-
orcnt tbr prcscribed tDeclicines.

Foreign inroods

Currentlr'. lls' lbreign contplnies rrc
active in Cllin.l s OTC ntarket lirr tw<r
nlain reas()r'ls. The Chincsc governntent
has lt>ng nraclc its slilnce ()n ioint-\'entutc
prcxluced und imponed plurltaceuticills
clear-onll nclr'. irigh-tcch drugs lrc
\\'clc()nrc. Al llrc s,rnr(.li )e, Clltn:r is l)Jsi.
crlly sell-sulh(ient in kru-cost irncl *cll,
cstablished timgs suclr as OTC prulucts.
Ilut as Beijings resollc to allo\\'onl,l
lrigh-ter h Iirrcign phirlnr(cutical\ inr()
China seenrs to lt.lvc weakened over the

fficiolly, no drugs-
except herbol

preporotions-ore
ovoiloble in Chino

without o doctor!
prescription.

Prescription

Vorious Chinese/Western-medicine combinotion cold
preporolions

Glycerin, vorious domestic compound preporotions

lroditionol Ch inese medicine preporotions

Berberine, Loperomine, troditionol Chinese medicine
preporotions

Clotrimozole, miconozole

Aluminum hydroxide, ronitidine, cimetidine

Somidon, ospirin

Vitomin B

Domeslic cortisone/ontibiotic combinotions

Troditionol Chinese medicine preporotions

Domperidone, Motilium, Sor,/iuwei,oi

Mercurochrome n
&SOUiCE: Milzi Swonson

& Drugs Mosl Frequently Prescribed

for Minor Ailments in Chino

Ailment

Common cold

Constipotion

Cough

Diorrheo

Fungol infection

Gos

Heodoche

Mouth sore

Rosh

Sore throof

Stomoch poin

Superficiol wound
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Pxsl tw() l() lhree vc:rrs, soIl]c pcrsislcnt
forcign clrr.rg c()llpltnirs hl.re parllrvecl
gorl rrrrtncctions lnrl promises rrl high-
tcch pnrlucls in tl)c litture int() g()\'crn-
nrenl rrpprrrvlrls firr hxl r r:lontcslit. ntanu-
tlcturt, uncl irnpon ol Ol C p()du('ts.

Accorcling to r;ur rcsc:rrch .lnd intcr-
vi(\r\. r\(, (.jrltn).lt(. tll.tt lrl\,ncrl 0t i,)inl
vcntt[e prrxlucrs ctrrrcntly accourrt lirr up
to l0 l)cr'(cnt (hl tlluc) ()[ gxstr()inrcsti-
nll :rnrl r'ougl'r uncl cold renrcrlt' sllcs.
anrl unxrnd 5 pcrctnr r,f ptinkiller slles
in thc tlrrcr: citics sun(j!'cd. Thesc ltnrd-
ucts nllry (\)st up t() l0 limes as nrLrch as

donrcsti( cquivalents, s() r'\'eo l()\\' :{les

r'oltrnrcs can trunslxtc into high nrarket
shlrrc lrv r'aluc.

In s()rne stcl()rs, onlv rrlc or lnrt for.-

cign clrugs clonrinlre. SntilhKline
Ilct(l)lnls cnld nrcclicinc Contec. rrht.h
i\ rt).rnul.r(1u(.(j :tl tlls (r) )pJn\ . TiJniin
j(,irt \(,nrrrr(. i. !inu.lll\ llt(.onl1 1i11(,;gn

rrrugh end r'okl rcrnedl in tllxt sector,
wlrile llristol-l\'lycrii Squibb s ioinl-venture
pnxluct Thcrlgrln is a lcaclcr unrong thc
li,rr nrrrlti rir.llDin. :t\ Jil.tl)l(. rD (:hinJ.
'sherc single lililnlin prcp:trllions xrc
rD()r(, c()I'I11()n. Xilln--lanssen l)hilflnaceu
ticrls hls not lircrrscd as liglltl), ls the
()tlrcr t\\'o on tllc OTC murkct. hut the

i()int tcnlUre protluces I popullrr cle,
$()ro)ing tgcDl tlur llelped cstxl)lish the
(\nuPutly s naolc tl)r()ughout tltc c()(rntn
( st\, '11.1( CBR. \()\'lolhcr,Deccrnl)cr 1992,

P.lr)
lir'\\ OTC pr,,(lu(tr, irrc it)lln,flcrl inl('

China,:ls obtlining iln iotp(x Iiccnse cxn
l't a krn11 and ctrntlrrsone pr()(ess. But
unliccnsed or illelitl imp()rts ()f OTC
prr{hrcrs fron) ll()ng K()ng arc rrvlilaltle
t'r rnxn) city dnrgsl()res antl hospitals, es-
pccially in Guangzltr:u. Org.lnixc(l srrrug-
gltrS ()perati()ns lLnnel nretliceti<lns thlt
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Who Foots the Bill?
China. likc thc t hirccl Shtcr'. is grrp-

pling rr itlr Ilr(, ,lrlli. uh trrsk rrl rlt.r rsrng .r

nationlrl ltc:rlth (lrc s\'stcnl thlrt provitlcs
ild(luJt( (\)\crxg(. li)r ils ciliz(trs. llcxlth
offit irrls thr<>uglrorrt the r'ounlrl :rrt-
lxtrn(llirll.l crpcrinr(ntlrl progrirnts to rlis-
a()\'(r \\'ilvs {r ) (lcfL,l(4) Jn instl[Jn(('tvpe
stltttlte t,r nttlttgc rrtctlic:rl crrsts lirr ceth
Chirrcs(.itizen.

()n( r,l (.llin.r \ rrrrrrrr r'lr.rllt.ngt.s i. r,r

rlj\'alorl) it\ nrc(li(ill r(,intl)ursctn(.nt s}s,
tem. trnt[T s1:ich lrospital ctargcs trrdi-
tjon:rll'r' h.rr c l)((lt ((nrlr)ll((l and suhsi-
clizc<l und tlrc lrtrlk ol clch plrricnl s

nrctlic:tl clurgcs ltas lrccn reinthlrrstcl or
p:riJ ti,r I'r ltr. sork rrnrt. Ilrc rr',rrk rrnrr

sets usitlc s()Nc ()l ils onn nroncr lor
trnpl,ryct'lrt'.tltlt (.r'( Jr)d Jlst) rc('(,i\ (..
[unds frr:tn Lral rtnd tcntrll g()\'crnntcnt
health :rnrl hhrr autlrorities. 1'lrc sl.stcnr
i\rs dcsigned to acconrrnodale srttall
grrrrt;Tr rrl $r:rk-trnit r'nrpLrlc(s. tlr\ ing
them fi'q. lnd rnrinly lou.cost. tteltruent
options.

Sincc China launchd its open (ld)r
policy 15 years ago, hower,cr. rhe healrh
care sy$tem has bcgun to fcel rnarket
pres.srJtc. A\ hrxpititls bencomc financially
nccounkl)lc, their clrarges to paticnls are
gror+ing. Though price controls lre srill
in placc on nrost hrrspit:rl fcc,s frrr hasic
opcrutions and procedures, inllatbn and
the prolilecrtion of more advanced-and
expgrl\iv!.-{reatrnents arc stnining gov-
r.mmcnt he.riLh crrc l)udgets.

Onc ()f the goals of the reimbursenrent
r^erhaul is trr unifl tltc \ari(l' ()f reim.
bursenrcnt methods currently used in
China's citics. [n most cascs, a $,(',rk unit
scls a p(rcentage or price linrit ()n cover-
age and lhcn establishes a srandiog-order
care agrcement u'ith specific hospilrls.
V'orkers either pay the amount cxcced-
ing dr(, covt'rage linrit. or pay the brlance
in frrll rnd later receivc reinrlrurscment
directlv fronr tlre sr)rk unit. Oflc'n the pa-
tient rDusl pay in cxsh lbr outpatient
rqrmrcnt. hut inpaticnt treatnlcnt cao bc
charged to a hospital account.

Since an increasing proportion of
workers ure no krngcr pafl {)f the 'i()n
rice lrowl" work systcm that provides
craclle-to-gr.rve benefils. more and tnore
urban residL,nts arc falling outsidc lhis
systerrr. The rural gxrpulation, f<lr its pan,

has hacl Iinle rrrganiz-,cl nl('(ii('al c()\'cr,
agc since thc lrrclk-u1r ol-thc contnrtrocs
, 
^'( 

r .l (le('.r(l( .rIr,. {5 rllr.ll l( )\\'tr\ltip ln-
rlu.trirs clcr t k 'P .rntl tlrt. nrr.rl ;x 'prrl.rt t s

(\Pcctalions risc \\itll pr()spcrit\'. rurJl
lrcelth cerc ancl insrrlrnc'c, ncctls tvill
gr(\\' in ir)rlx)rtln(e. II thcv lrc unltbk. t<r

rt r't iT c propt r llcJlth ailt'(. ltt l)()n)c,
ur.':rlllticr pclrsrnts nlrr llxk to llrrlrrlt'
ovcrlrurclt,ncrl Lrrlran h rspitlls. Lrritl lrnti
.cnrril irutll(,rili(s ;rlilic sill thus srxrn
l.rtc gto\ing l)rc:lsurc l() ltrrrvidc antl li-
nltme he:tltlt tltrt to nlrill rt,\i(lcnlt.

(Irrent c\l)( rinrclrl:.l yrrogrunts. ltrx,"-
cr'rr. lirtrs on urll:tn rrrtlrs. rrlrirlt rxr*
tl:rirtr a <Nlr1t,r r)l (lllint s t(xJl p()l)Uh-
lr('tt Illt'uFlt t$,r-thrr,.ls ,rl' trrlrln rcrr-
dcnls rccci\r:(x]lc l)f,( ()l-nl(jdical c()\.
crirge. \'ert'Icrv recr:ivc totallv frce
Itt.tltlt t':rr,. A \\'r,rk-urril ( ll)k)\'(,( t)pi-
clllt rcccilcs slrat is rlescrilxd as full
nlc(licrl c()veftrge. bttt tltc program
rlrr,ll' covcrs thc total l,ili. Mrrrc<tvcr, rt'l-
iltivcs of th(' enrployee rcceivc only par'
tial c()\'erirllc. usualll ar>und hal[ <>f

shat the cnrpkrl'ee rcccives. A govem-
nrent goal frlr lhc ne* system is to havc
xn urban paticnt pa) il ntxximunr ()f
ar(rund 20 percent of his annual salary
on health carc.

Wcoving o slrongcr na

Shanghai. in a k)ld eff()rt, is taking on
hc'llth care rcfomr as pan ofa fundamc.n-
tally new systcm of sc,cial sccurity en-
rr>nrpassing housing, rnediczl care. pen-
sions, and unenrployrnent bcnefits. No
ollcial repon on the health care program
hls heen ntrclc puhlt and dclilils renuin
sketchy. lt is kno$,n. howcver, that a tls-
stvle srrral sc(\rrity numhcr qill he is-

sued to each rcsident when the progranl
is launcheci later rhis year.

ln anothcr experiment. thc People s ln-
surance C()nlpanl' of (:hina has esttb-
lished a health insurance F)licy for chil-
drc,n irr Shanghai, Qing(la(). Ilei,ing, and
( her cities. l)arents pay a YlO annual fcc
to L'nsure (hcir child s ntediol exgrnsts
rvill bc covcred up lo Yltl,000. Ovcr
2ff),(x)0 children in Bcijing ar( ('trrrently

rcgislered in rl)c pr()gruol, \^ hi( h was rni-
liared in Augusl 1992. C)ffi(ials state rhc
p[()Br:rm is still trxr nc* t() dcterminc
ho\\ $,ell it is \ 'orking.

(ltlrrngzlt()u hils ()l)l(,(l f()r a nl()l-(. ll)alr-

k(l,,ri(rtt('(l .tpPrrr:rr1t. \,,rrrt, urc.r lrosl'ri.
tJl\ r,llcr .r li,< li,r scrvrcr, .r,.r('rI in
s'ltrr'lr :rlllrrr'rt l).rrr(,r1r\ \ul,\irli,/(. I).tli(
hcrtltlt :cnitcs lirr ;rrxrrcr l)(.()l)l(.'fhe
sIslt nr r)l)er.ltcs ()n lllc Univ(,rrtl Js-
sLlnlpli()ll tllxt nx)st l)u(,1)lc lU(,\\illinll t()
plr lirr .rs nranv ltr.rrlth ('arc s(.r\,crs l\
lllc\ (.rn irlli)r(1. llrt lr{rsltituls yrrrrridc
l)xsi( lrcillnlcnt to all lirr r()Utit1( Jil,
nrents, lrrrt rrrav ollcr <ornplcr;rnrl high-
tc(t rcr"ti(cs to tlt()st $illing to ;.)rr'. Il
irn (.xl)(rsi\:r p(x ( ss i\ dccnr(.(l \ il:ll lin'
:r lxn)rcr l):llicnl. trlliti:rls rnigltt lllos.
lrosl>ituls to loscr tltc l)ri(c. (.[iti(s ol thr
Curtngzlrotr agrPrrllrr'lt ntrtc itr inhrrcnl
inc(lrritv ll,r(l r\':lrtr ()l tllc p()tcntiil Ii)[
cltrcgivcrs lo prcstril)c inxppr()Priiltc :lnd
strpcr rrotrs trcatmcnls lirr rvell,hcclcd

Pdtirnls
'lb corrbat the rxcnrcltrncnl antl rrtcr-

r.'ltlrgrng nrrrrlxnt in tltt. ,rkl s)'\rcl). in
trlticlr rvrrrk.trnit (.tnl)l()\'c('s :rnrl lrrrspi-
t:tls lu(l n() c()ncenr frrr chargcs asse,ssed,

the Anhui prorincill g()\'crnfilcnt no\\'
holds both patients and hospitlls ac-
countablc f<lr a porti()n o[ trealnlenl ex-
penscs. Anhui ()ffi( ials rcp()rt that \r'ith
lxlh sides sharing thc hurden of nrc<lical
(xpcnses, health care costs havc de-
creuecl significantly sincc thc' nc$, pry-
ment sysrcm bcgan in 1992.

lholt for billims

(;ivcn tllc wide variations in $,calth
ancl ettitudcs am()ng (lhinl's provinces,
anv nlti()nill ltcalth cere svstenr tvill
likely havc strorrg rcgional variations. es-
pL-cially ill llre sh()( ilnd nrediunr tcnlu.
Offiriuls in lleijing \lals tlul lh(.ir irirn is

nol t() cstxhlish I wcrern-sq'le insurnnce
schenrc, bul k, crcalc il sYstenr that ad-
drc-sses tlre uniquc nccds ol 1.2 l)illion
peoplc.

China s mcdical plynrent systcnrs u,ill
c(,ntinue t() evolvc lhrough thc cnd of
thc dccacle, wilh nrlny sul)stilntial
changcs rrcurring in thc next five ycars.
As n'gronal txriJti()ns Jn(l ('entrJl p)li( rss

uill hll'c rn impa('t ()n trurketing cffons.
Ii)rcign c()rnpanics nrust kecp u close
watch to hnd $,ays t() benefil fr(lm the
hcalth care overhaul.

.llitai ,\utt,5t)|
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goveming ()lhcr secn)rs. llut. lr'hile il will
!l\\avr r\creisc soDlc (()ntr()l ()vcr PhJr_
nuceuticill (listriburi()r1, (lNCt'l $ ill scc ils

hold on the distribution system rvc:rkcn

x\ (,th(r rrunistries rnd lrrgt'drrntc'tir
dnrg manrrfircturers fight t() estilblislr net-

\r1)rks in this highlv lucrative nrarket.

i\,loreovcr, u,lrile retail pri('cs fbr pr(rdutts

rcmain dstcrmincd by lhc stale. h()sPitals

and clinics flra) n()$ dcal dire(lly $'ilh
supplicrs rt any disril'rtrtion lelel.

Stote regulotions on

phormoceuticol

production ond

distribution ore more

corefully enforced thon

in other sectors.

As m()rc cnduscrs :lrc c hoosing to hu1'

products [r<xr the statkrns and manufac-

tureru that ()llcr the l)cst clelivery concli-

tions, tlrc system is becoming incrcls-
ingly dccentrxlized- facl()ries lhxt stll
dircctly n) enduscrs art reaping greiiter

profits by tircking ()n to lhe' wholcs:tlc
price tl)c nri;rrk-ups normall,v acldccl at

clch distribution level. 'Ncs'antl srycial
<lrug stores, which w'crc previotrsly thc

main outlct f()r limitcd. cxpensivc. ()r oth-

cnr,ise speciel drugs. nrcann'hilc. hal'e
seen thcir rolc diminislt.

M<rt l<ral procluces still tend l() rcly
()n the tfir(lili()nirl dr:'trrl:ulion r\'str'ltt rn

orclcr to ar'oid llte lranspon and bureau-

crirtir' hcaclacher lssociatecl \\'ith indc-

f^-nd(nt (Li'tril)ul i( )n. Th(nl8l) li)rcign-in-
vcsta(l pllam]:l(eutical nranufitclrtrers arc

pcrt)i[r'd 1() scl up distribt(ion lnd trans-

p()n sYstenls to rctail their ou n pr<xJttcts

dircrtl-v k) endusers. these firnrs llso tencl

to use the lmditionxl distrillLltion nct-
uork. Nllny nr)le th!l (lrstrihuli(,n
thnrugh CNCII cnables grxxl acccrs to all

endusc-r levels in lll regions ancl lcsscns

dministrative chorcs.

I,rop()nents ()f direct sal(s. in contrast,

p()inl to bettcr sillcs seryice and feed-

back. as qell :rs c()mpetilivc pricing and

high<r profit nrilrsins. Sclting up on( s

own network, Irou'evcr. requircs consid-

erable manpoucr. Many ioinl-venturc
conprnies comhine the tl*o m€th()ds,

markcting their phamraceuticals indePen-

dcnlly in key citics while relying on the

three-tiered systcm to reach purchasers

frnhc-r afield. Shanghai Squibb, a l()nc

cxceplion, sells alnrost all its products di-

rectly b hospilals. clinics, !n(l retailers.

SFcoding lttc u,ond

l)t'spite their dilfcrent tacks ()n distrit>

ulion. pharmlccutical mrnufacturers
agrec ll)ilt a strong ancl consistent sales

and mxrketing cffon is esscntial to sttc-

ccssful market pcnctmti()n. Onc problent

lacing tirreign companies cntcring the

OT(l sector is lhal Chincsc scllers and

users arc largely unfamiliar with the c()n-

ccpt <lf brand nanrcs. Clrinese pharnu-
ccuticlls are gencrally solcl hy their
gcncric name. folklwed by thc nanre ()f

thc lxcton. c.!i. 'Aspirin. llciiing No. I
Pharoraceutical f-actory." 'Ihis lack of
ilwJr(ncss tftrcs prt'st'nt oPPr )rlrln iti(\.
h()!vcver. A ncrr, entmnt ta(cs little eslxl)-

lishctl br.rnd c(rDpetition. anrl l strongll'

m.rrkdcd pro(hrct can gcnerltc l krval

cLrstonrer l-rasc.

It)rei8n entr:lnlri lrc arntcd u'ith a t!r-
tlrcr lch'antagc. xs their p()dlrcts :rre per-

ceivccl as high qullitl, ucll prckaged.
and modcrn. And, despitc Priccs \1cll
irly)vc llrcir(l,rtt(sli( rrrunteq)ans. lirreign
()T(l (lrugs rcnrlin cheapcr than nrln,v
prcscription dnrgs. l'riccs li)r li)rcign OT(:
prorlucts lre thcrclirre gencrallv uithin
thc rc ch of nn)st trrhan consttnters.

'lir slrape denuntl for thcir products.

nrlst f()rcign rlrtrg i{,mPrnics utlrerti.c
()n (lhincsc telcvis()n ancl in ne$ spapers.

clistrillrtc sal,,'s litcraturc. and sponsor

1 . Sino-US Trading Almanac, 1993-1994

2. China Phone Book & Eusiness Directory, 1994

3. Shanghai/CuangdonB/Shenzhen/
Xiamen Yellow Pages

4. lnformation on major China trade shows

Call or Fax for free color brochure and details,..

China lnformation Source:

CARAWL, .INC. rrrts r o)32s-033 1 FAx(3 1 0)32s-2s83
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rnd up in nrilinhn(l lrospitirls ancl clinics

rnri ll()rrg Kt)ng r(sident. ()ll( n l)rinI.l

OT(: pr()duclli irlt() (ihina :ts gifts firr their

rel:rtivcs. In lu(t. s<:nrc rnultinltionll clrug

firrns tlrat havc olrtlined liccnscs to scll

thcir clrugs in (lhinr lrllvc founcl thcir
grxxls lre alreadl'on n'uinlanrl sheh'cs.

I)espile these trends. nn)st O'f(l pro+
ucts are supplietl lrv ckrmesti< produccrs.

In circlr mai()r Chincse city. a number of
ph!nnxccuticrl prcxltrcers supply thc kr-

clllity wilh hxsic produ(ts such xs
prrnkillcrs. cr:kl rt'nrcdies. xnd vitJnlins.

Shoppt.rs eniol some dcgrcc o[ choirer
cough and cold rcmedies. for exatnplc.

dre pxnicularly plentiful. Inured t() poorly
packaged, low-quality medicines. Chi-
nesc c()nsuners gr:nerally consicler thesc'

d()nrcstic drugs kl$ risk ancl kru' pricecl.

Moving through the system

OTC drugs rrc distributed in China

through the sanre channels uscrl for other

drugs ( -rc? 7/r(, a/.1f, July-August 1992,

p.26). tlnderst:rnding this systcm is thc
k() x, nrark(lin8 lirrt ign dnrgs in Chinrr.

Thc (:\CIl (()ntr()ls the thrc(-ticr(d Jistri-
huti()n system. At thc x)p. natkrnal levcl-l
st:rti()ns in Bcijing. Shrnghai. Shenyang,

Guangzhou, end 'l ianiin alltratc pr<xlucts

l') l)r(,rin(ial l('\cl-2 (listribul()rs. $h() in
turn scll to cottnty and city lcvcl-.1 rvholc-

sllcr-drug st()rcs. A sta tc -dctc rm in cd
pricc nrxrk-up is itlkrrved at each level in

th( n(t\\'()rk for lxlh dontcstrt lnd im-
poned pharmxccuticals. All rcl.lil <>utletr

scll u givcn pr(nlll(1 ft)r lhc \.rn)c Pri(1'.
At prescnt. this systcD is still rclxtively

strble. llccausc thc use ol phannaceutical

pnxhrcts invoh'cs somc hcxllh risks. Slille

rcgr.rhlions on pfi )(lu(tion xnd (listribution

are nxrre carclully enlbrccd thln thosc



health campaigns and media and heahh
care evrnts. Phamuceutical ads gcner:lly
d(,minill( the l(lc! I j,ion air\\'Jvlj :, in
China. On a typical night, half of rhe l0-
minutc ry ad\.enising scgment airing af-
ler the nJti()nal ncivs lcatures lirreign and
d()nrcstr. phtrn)x(cuti( xl firm\ t(,uting
lheir $ ilr(.r'. SmithKlinc Bcerllrnt. tirr in-
sun(c. ('()nrhinc(l Icl(.\'ii,ion J(l\(,rtising.
point-of-sale displal's.:rnd salcs visils ro
indivi<iual lrospitals to promotc sales of
Conrr( . I he prodtrct now enjoys I lcad-
ing positxrn $ith str()nS lrrrnd rc.ogni-
tion and k)\'alr,'. and thc conrpanl"s mrrre
rccentl) inlr()ducc(l pilinkiller products
are now lring prorrrlecl through sinrilar
markt]ting t(,chniques.

'li) cnsurc scll hccled crrsktncrs havc
acccss l() lhcir OTC prr ucts. hnrrs nrust
cultir,atc gtxd rclali()ns with Chirlcsc dis-
trihutor,i Ilsc.rtrst' (lhrnr.ie ph.rrnrlr'ies.
t hich scll onll'dnrgs. are actrlrllv thc hst
link in tlre domestic phamraccutical dis-
trihutk)n chain, an cxlra sales push tr)nl
x c(x)pcnllive distrihr(or can makc a big
clifferr'nce. Ar thc tx)n()m of tlrc disrribu,
tion clrain. Chin{ s vast numlrtr of small
retail stores are diffictrlt t<> reaclr inclividu-
ally. Drugstore retailcrs. \\,ho operate
n'ith<ut dre nomral exchange of nrcdical
infonnrli()n enioycd b1, d<x'ton;, arc alsr>

reccptive to advenisements tnd direct
sales information. I.:llective distril)utors
also vi-sit h<xpitals and clinics l() cnc()ur,
age d(x1()rs and sales staff to st<rk and
dispense thcir products.

As u'ith nrany subsectors o[ the phar-

nracculicirl rnarket. the C)TC market has

strong rcgional variati()ns. Product.\ $hich
are availablc' or popular in the Nonh rnay
not be :rs :lvailable in the South or other
regions. lnd vi(e-vers:1. For cxlmple.
Wel\ian ll. a Japrnssc antacid. is a mar-
ket leader in Cuangzhou. but vinullly un-
used in Shilnghai. I)(rlors in Ilcijing oflen
recontrn(nd snrithKltnc llccrhlm's
antacid Tagamet (cimeridine), \\,hile
physicians in Shanltltai and Cuangzhou
seem lo mentt)n it lcss often. I)ifflrent
salcs stmtegies and thc shonconrings o[
the distribution s,vstem often rcsult in
products rcceiving grc ler consunlcr use

close to l'ronre. Slranghri Squibh s 'llera-
gran vitamins, for cxample, are more
comrnonly used in the citv whcrc they are
produced than elscwherc in thc c()unlry.

Anothcr obstaclc lacing foreign en-
trants is thc (urrent phannaccuticJl rcim-

Holf of the I Gminute

W odvertising segmenl

oiring ofter the

notionol news feotures

foreign ond domestic

phormoceuticol firms.

l)urse'ment sYstenl. *'hich trvors gencric
plrxlucts. Tlrc Sh{nghri govcmment has

already establishc'd a nraster list of (lnrgs

for rvhich nork unirs u'ill reiml'rursc pa-

lienls. and othcr cilies arc expected to do
thc same. Suclr lists, (lesigned to linlit
hospitals' usc of expcnsivc drugs. tcncl to
exclude forcign pro(lucts if Cltincsc
ccluilalenLs arc availablt,.

Since fiis is usuallv ihc case for O-l'C

proclucts, firrcign OTC goods u,ere left
ofT the Slunghai list. F().eign pharmaccu-
tical Smrs alrcadl'active in China are k)l>
bying offi< ials to inclu<le their p(Klucrs

on reimbursemenl lists, arguing inclusion
is c:i.sent l if China Eishcs thcnr to int()-
duce additional pr<xiucts. But cvcn if for-
(ign OT(. drugs xrc n()t eligil)l( li)r reinr-
bursenrent. the incrcasing q'ealth and
consunrer a\r'arcncss of urban rcsidents
shor.rlcl make more individuals lxxh able
and willing to ptrrchase forcign OTC
p(xlucts Jt thcir ()\ ,n expensc.

Although China continucs r() rllk of
self-sufhciency in l)asic dru! nlanufactur-
ing rnd of gruntinr{ priority t() invcstment
in high-tech produ('Is. the nurker for fbr-
eign ()TC drugs is llrcadl' cstahlished and
nill continue to grou'. Thc- dc'dinc in gov-
ernnlent rciml)ursc,nlent for phaflruceLlti-
cals is pr(rnoting the paying consumer t()
tlrc rolc of dccisionmaker. lncrcasingly
uealthy and s'illing to spencl rheir eam-
ings on hcalth cirrc products. Clrinese
con$umers tend to trust foreign OTC
protlutts rnd lihcly sill dcnttnd in-
creascd choice and accc,ss t() them in the
future. Thus, manulacturers who seize the
opfx)rtunity and get into the nrrkcl now
Can exPc(t good prospects in Chine s

OTC scctor. i
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Enter the VAT

I Joyce Peck, Pebr Kung, ond Khoon-Ming Ho

New toxes

chonge the

componies

business in

hanges to China s tax regime
hlve been nx)ving at x brcath-

rrking pacc. lndividual incomc

tax rates wcrc rer,ised effective

January I (see p..i), and the new value-

added tax (VAT, zeTrg zhi shuil nles were
promullt.lted Deemhe'r lJ. l(r"1. Dctailed

VAT rcgulalions were released shonly af-

ternarcl. on Christmds Day, and the new

tax became effective January I, 1994.

Other new lurnovcr taxes which also be-

came efleclrve Janulry I includc I husi-

ness tax and a consumption (excisc) tax.

Thc spate of tax changes has meant

nruch confusion and uncertainty for for-

cign lrusinesrcs opeBling in China-and
nunle()us conrpliancc questitlns for ac-

countants and Chincse tax authorities.
r,I0hilc sornt of thc tlctrtils reg:rrtling im-
plenrcntilti()n <>f thc nes' tax rc8ifirc $'ill
take timc t() iron oul. one thing is cenain:
since lurnovcr taxc's are the largcst con-

tributor to thc Clrinesc Soverntnent s an-

nual relenue (provi(ling (xer Y20O billion
in 1992), rhe potential impact of the tax

changcs c<tuld he enorntotrs.
Many fi)reign companies are worried

rhat they u'ill krse tax lrrcaks they cnjoyecl

under thc prer'i<xts txx regime, ()r suffer
orher edrr.rsr cffccts. Chinesc tux authori-

ties hilve tried to assurij forc-ign firnN oP-

erating in China thJl lhis $ ill not l,e the

case, al lcasl not for thc next fc'u velrs.
The National Peoplc's (i)ngress (NPC) an-

nounc(d ()n Dcc(mhcr 29 that rr lirrcign-
invested cnlerprise (FIE) lppr)\'cd bcfore

l)ccember 31. 1993 that finds its tumover
tax burden has increased under the new

regime may lx' cntitled to tax refunds for

up to five years. The NPC did not de6ne
what *'ould constitute an increase in an

Flll s lax burden, howevcr, but did an-

nounce that funher dctails will be pub-

lishcd by the St.lre Council.

Out with *re oH...

Prior t().January 1, 1994. all torcign
busincss entities operatinS in China were
generally subjcct to only one turnover
tax-the Consolidated lndustrial and
Commercial Tax (CICT). l)omestic enter-

prises were subiect to differcnt taxes. An
cx(cption qrs mldc frlr forcign busi-
nclises opcrating in Hainan and Shcn-

zhcn. where ln experimcntal tax systenl

hcld foreigners liahlc for domestic
tumover taxes or a comhination of CICT

ancl domestic tumover taxes.

t nd(r lh( ncw tax lilw. hoth firrr. ign

and domestic enterprises arc' nos' sul)i(tl
to the same tax regime. CICT has becn

aholishecl and replaced wilh three
turnover taxcs: value rdded tax (vAT),

busine.ss tax (-l..? p.i1). and consumplion
trx (-s.? p.4.1).

()f rhesc thrce taxcs. VAT has lhc
\4,idL'st scopc. Four VAT rates (fronl Gl7
pljrcL'nt) arc no.r' applicable, lhough most

g<xxls are sul)ject to a standard ratc of 17

pcrcent. Previously, grxxLs were taucd at

r,nc of nunlcrous ClCl rltcs. ranging
tnrn 1.5-66 percent depcnding on (hc na-

could

woy
conduct

Chino

r Joyce Pe<k, bosed in Roleigh, NC, is

dire<tor of Chino seryices ot Price

Wobrhouse. Peier Kung is o senior tox
monoger ot Prite Wobrhouse Hong

Kong. Khoon-Ming Ho is o bx consul-

lont ot Price Wobrhouse Hong Kong.
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.,.ond in with the new

VA'I is a tax uhimarely lxrmc by thc fi-
nal consumer of cach product. VAT is

levied and collected l>ased on rhe value
addcd to a good xt each stage of the pro-
durtion c1'cle: r.e.. f()m Ihc initixl acquisi-
tion o[ r:l$. materials by producc.ni to tlrc
purcllxse of finished goods by con-
sumcrs. At each stage, VAT on a salc
(output VAT) is collected hy rhe sellcr
and paid to rhe tax authorirics. The scllcr
can generally deduct VAT p id at tllc
previ()us stage (input VAT) fr)m the our-
put lax he o*'es. and thus nrust pay only
the rerrrrining output tax t() lhc'tax au-
thorities.

VAT, a system adopled by m ny Euro-
pean countries. ilpplies to a variery o[
goods and serviccs, including inrponcd
and d(xncstic tangible g(xxls and utililies,
as wcll as scrices related to thc prcxeis-
ing and rcpair of guxls. Exlxrn.s are not
subicct ft) VAT. Vhile thc srandard ralc
frrr nrost grxr, s is 17 percent, frxxl, water.
energy, Ixnks. and fenilizeni arc taxed at

l3 pcrccnl.
Small l)Lrsincsses gct a funhcr hrcak <tn

VAT mtes. Gcxxls sold by pnxluccrs q'ith

annual tumovcr of lers than Yl million ()r
wholcsalcrs or rctailers with annual
turnover of less than Yl.ll million lre
taxed at (r pcrccnt. Thesc husinesscs,
hoq'cvcr, cannot dcduct anl inpu tax al,
ready pxid from rhe output rax tlley owc.

Goocls and cquipntent imported h,"-

forcign busincsses and uscd lo proccss
materiills under a prrcessing c()ntruct, as

well as imfDned g(xxls or equipment d(>
nated by foreign governmenls or pur-
chased for use by disabled pe'ople, are
specifically exempr f()m VAT. Sales of
contraccplive drugs and deviccs, used
hooks or personal anicles. agricultural
products sold by agricultural producers,
and cquipmenr im6nncd for scicntific re-
search are also classihed as VAT cxempt.

Olher goGls, such as exporls, ilre con-
siderccl o-ratcd f()r VAT purp()r,cs. An itn-
ponanl dislinction lretween tax-exempt

and o-rared goods is that VAT paid on
goods or services acquired to makc Grate
supplics is recoverable, while VAT paid
in conncction with the nuking of exempt
gq)ds is not. VAT p:rid on materials used
in the production of contraceptive prod-
ucts, for example, is not recoverahle, be-
cause the contBceplive products are clas-
sified as exempr guxls. The inrenr is rhat
these goods should end up more afford-
able to thc public as the retailcr does not
have to huild VAT into his final price.

The Business Tox
China s ne*' husiness tax (.,,ir&ye

J'bri ,) lrccame ellective January l. re-
placing a previ()us tax levied on
wholcsale, retail, an,J other scniccs.
Thc new tax applics to thc pr(rvision
of sen'iccsr thc trtnsfer o[ intangiblc'
assets such irs plrtcnts tr.rdemarks, and
copyrightsr and tlre srle <:f rc-al cstalc
within the PRC. In tnost cxses. the old
and rrc''\'lar rates arc thc srrnc,
though thc ne\\'l)usiness l3:( cncom-
passcs li'Ner sen,ices, as wlrolcsale/n-
tril sxlqs arc n()\r' tirxed undcr thc

Tltc. arnount o[ lrusiness tax. whi(h
is pa;"alrle in ,o ninbi, is calculated as

follos s,

lFull srle prict, plur any additional
fees rn<i chargcs rcct ivlble frrm the
buyrr, but excluding trny'output VATI

x applitablc tax ntc.

The tax rate clepen<ls on ths nxturr
of the s(,n ice:

Service Rote

If a telcphone company chargc.s a

custonrer Yl0O for tclephone service,
for example, thc company q'ill bc'ar a
Y3 busincss tax. A Y100 karaokc hill
would cost rhe senice providcr-the
karaokc har-up t() Y20 in business
ax. Banks. as sen'ice providcni, \,!ould
hc suhicet lo a 5 [x'r(cnl tax ()n thcir
inconrc sprcad, but their cuslomers
$()uld not he taxcd.

Whilc thc husincss tJx is th(.()r(ti-
cally borne by thc seruicc provider
rather than thc rccipient of thc s(,n ic'c,

s()me priccs are likcly l() rise as a rcsult
of the new tax. ll lhe karaoke bar
nlentioncd above is reqtrired t() pay 20
perccnl l)usincs.i ta,\, its cusk)mcrs rnay
see a Yl25 hill if thc har o\lncr wrnts
to kccp thc samc Yl(X) net. Outsidc the
cntenainment industry. horvc!,cr. the
business tax rates xre quitc simihr to
prcli()us rllcs. s<> price hikcs should
bc fairly Iirnirc.d.

tlnlike the VAT, no credit is gmnred
for husincss tax un<ler an] circunt-
sl:rnacs. Ifusiness txx pirid on srniccs
rcL^eivc(l or p()prnics :rcquircd clnnot.
theref(rrc. l)r (lcducted fr)nr busineiis
t;rx pa1'rhlc on sen,i(es provided or
ProPellics transfcrrccl. Real estalc
tnrnsfcrs. rlrt,:rd] r.ul)ic('t to ltclr] (xPi-

ml gains tx\cs. s,orrld also tx'sul)icct
to a 5 pcrtent tax ()n lhr sirlcs pto
t ccds lr<rrrr tht translcr'.

Nursing. mcdicxl. {nd edu('ati(,nlll
scniccs Jrc cxcrnpl lr(nn lhc lrusiness
tlr. along \\ith crnlin ctrhurel cvenls.
:lgri(ullrrr:rl lrilining pr()grxnrs, ltn(l I,
bor scn'iccs prr)\'i(lc(l b) luntli<u1't1, cl

indivicf tHls. 
-I>ek 

r tvtng

Tronsportrotion,
constnrction,
communicotions, sporh,
ond culturol oairities 311

Enterbinrn€nt
(Rolr-lr[e&tcrrl,irrdby
laolgvemnentl

B""ki*, i"rr.";",-- -
tronshio[ intonoible
osseh, disposoli{
immovoble properlies,
ond other servicas

5-2&,

ture of the product or servic provided.
Unlike the VAT system in which a bus!
nessperson may recover the VAT paid
upon acquisition of inputs or products
against the VAT levied on hi"s sales, the
CICT regime did not allow such credits.

The amount of VAT owed is calculated
according to net sales prices, whereas the
CICT was based on gross sales prices
(i.e., inclusive of CICT). For cxample, if
the net sales price of a product is Y100,

VAT would be calculated as

Yl00 x IZ% =Yl7
A$iuming the old CICT rate was als()

17 perc'ent, the CICT would have been
calculated as

Yl00 x l7% -*,(100%.lu)
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Eyciry fie bolonr line
Th(j net efti'cl <l[ thc neu' tax rcgitnc

on a f<>reign ((xupany s t:tx bill depends
on l nurnlrrr ol fact,rrs. For(iEn lr(rsi-

nc\scs thJt <l<t not.rdd nrtr<'h v.rlur'in
procluction nray henelit from the new
rtginlc.:rs thesc busincsses now have I
menns oI rccovcring srxne of thc rax thel'
paid t() a(quirc rlre g<xxls thcy ultinurtely
will sell. If thc VAT rate on their pur-

cluses of inputs is lower than the old
(llCf mte wJs, lhc bencfil is evcn grcatcr-

Ik)wever. c()mpnnies nlakinla or selling
items which were sutrjcct l() high CICT

rrtcs. such as cigarettes, arc likely lo find

thcir neN corrrhincd !'A I' ind cxcisc tllx
bill is even higher than their (rd (llCT

bill.
foreign lrtrsincsses opcfirting in indus-

tries sclling prrxh.rcts tbr uhich thc old
Cl(;l r.ltc w.ls kruer than rhe ncw VAT

ratc (e.g.. mlnufa,.^turcrs o[ clectricul ap-

pli nces) rright still l)cnefit uncler thc
nc$' r(giolc. f rrr t'x:tntplc. x Sin()-li)reign

ioint venturc which inrpons rxw matcrills
at !r price ()l Yl00 (includinl{ Cuslonls du-

lies) no$' pirvs x VA'l' rate of 17 pcrcent

()n the nct price of thc gtxxl. insteatl of
ihe previous l0 percent CI(IT rdle on the

grrr:'s prire. Lcls sxy lhJl lll( ent(rPfl\(
pr(xcsses the raw n'uterills, addin8 Y70

in value to tlrr: pnxJuct, and then sclls thc

finished pr<xluct in China lirr Y200. inclu-

sivc of VAT. 1hc following table com-
p:lrcs lhe tum()\,cr ta:r burtlens imptrscrl

hv thc old and the ne$ rcginres:

Old New
lcrfll tvArl

Tox poyoble
on row moleriols

Exponeni night also bc'nefit fionr the

ne\\'regime. They can norv cllim a

monthly VA'l rcfirnd frurr PRC authoritics
for tlrc VAT lhc) p3id on lh( x(quij'ili(,n
o[ VA'f-recor c'r.rblc goods and services.

No equivalent txx credit $'as avail:rhle

undcr tl)c dd CIC'I systcm.

The Stalc l'irx llureru has indicatc'd
that pre.vious CICJ r'xemptions or rcduc-
tirrrrs on thl: folhrrring l.l, x)(ls Jnd sen'i(c{
will l)e L,xtended into thc DC's' VAT sys-

tcnl: cxp()ns, intpons of cquipnrent bv

FMs usinll funcls fr<>rn tlrc cnlcrprise s t()-

lJl inv(slrnenl. iDtP()flr ('[8{x)d\ inlo SPc-

cial !:cononic Zoncs ancl l-xrnded zones.

lncl foreign banking operations. Sonre

p()ints reo]jrin anrhiguous, however. F'or

exlnrple. equipment ancl pans iurponecl
for pr()duction by an Flt: using funcls
frorrr the FI[.s lr)lJl in\(slnr(nl:rt lhr'ini_
tixl sran-up would quality lirr irnpon VAT

excnlption. l'hc VAT paid on thc replacc-
ment of an !-lE s hxed rssets or on nxed

assets purchlsed from (knnestic sources,

h<lwever, nray mrl he clainre'cl hack.

lJn(ler thr'CICT regime. lhe irrecovcr-

thle tax'was, in nl()st c!s!'s. 5 percent of
th( c()st of thc [,<ed assets, compared t<r

17 pcrcent undcr the new regirne. In liSht

of this chrngc. lirrcign businesses are' ad-

visc'<l to seek approval fnrm Chinese uu-

rhorities to use original invesrment funds

to inrpon equipnrent and pans-includ-
ing thrrse for rcplx(cmcnt use. if prrssr-

blc-free of vAT.

Complioncc quodions

For nrost companies, the tax ref()rm
will have a strong impacl on compliance
procedures. According to Chinese tax au-

thoritics, foreign firms must take a nunr-

lrt.r of steps t() i.ltisfy lhc nes' require-

ments:

! Registw br tha VAT All FIES and for-

eign firms of^-ratrng in (:hina musl rc8is-

ter with their l(xal Chinese tax authorities
to rcccive :l VAT number and c.enificate.

f App| hr VAT inyoicos Unlike the sit-

uJtir)n in nlany \vestem c()untdes. husi-

nesses in China xre forbidden hy law
from printiog thcir o* n VAT invoices.
lnstr'ld. forcign ('ompJnics rnust :lc(ltrirc
vAT in\()ic('s |r(nn PRC t:rx uthorilics.
Tlre tnx ruth()ritics $ill rccord thc tdal
numltr of VAT invoices isslrcd ro elch
l)rrsincssr ;lll untrsed or !'()i(lcd in\1)i(cs
mlrst hr' r(.lum( d to t.rx lrtnhoritic. Pcri-
txliclllv.

ll 17

Tox poyoble
on finol product

Totol tox burden

20

3l

net 12

29

In lhe example above, the company
collects Y200 from the purchaser. o[
which Y29 bekrngs lo the governnlcnl.
Thus. this conlpany's total vAT tax l)ur-

dcn *oulcl he Y2 less than the hurden
undcr CtCl'. This means th:rt the entcr-
prisc could actually reducc its vAl'-inclu-
sivc price by Y2 to Yl9ll and still maintain

its previous mark-up.

How VAT Works

The toble below demonstrobs how VAT would be colculoted ond poid throughout o
typicol business cycle.

Textile
monulocfurer
sells cxtiles
lo gorment
monufocfurer

Sole price (A)
(exil-rding VAT) Y1,000 +2,200 +2,ffi Y2,800

Purchose orice
{excludins VAT) (1 ,0o0) 12,2@) {2,600)

Vqlue odded t,000 1,200 400 200

Gormenl
monufocfurer
:ells gorments
to wholesoler

Wholesoler
sells gorments
to retoiler

Retoiler
sells gorments
io cusiomer

Output VAT {B}
I 7% x soles price 170 37A ta2 476

lnput VAT: os poid
on purchose {r 70) l'374l| l4a2l

Net VAT
due lo govt

Poyoble by

r70

Textile
monufocfurer

204 68

Gormenl
monufocturer Wholesqler Retoiler

34

Grosr soles price
lA) + (B) Yt, | 70 +2,574 Y3,042 +3,276

Totol tox borne by the consumer is Y476, which is collected by businesses ol eoch o[
the four stoges of the produclion process ond poid to the governmenl

SOURCE: Price Woterhouse Hong Kong
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crn l)(, n('g()li:ltc(l \rith thc relclxnl t:l\
xulhr)ritics. lI r lrusincss is assignt.rl e
(Lrilv sche(hrlc. it ,1tLr5t pxY VA-l lo tllr
t:lx:ruth()rilic\ cr(l1 d \'.
! Keep corelul r"cords \p1 ifi( \ At .r(

cotrnls an<i rcurrds otrrsl be ntlintlrrnctl
anrl <rlries ()l inv()i(ci rct:rinccl ftrr cx-
rrninirli()n b1 \'A'l ofhrcrs. Rinckm \',\l'
atrclits. designcd to elrcck il thc right
lr)rr)ur)t {,1'Vn I is l)(inE Ir:ri(l Ir) itUtll0ri-
ties on schcdrrlc. $ill l)r (()nduclc(I. rl-
though thc licr;uenc1'ol tlrc:c euclits lurs

flol )cl bcen lnnouncctl. Late VAl pay-
nrcnts u'ill hc subjcct t() t latc-pa),nrcnt
sur(harge o[ 0.2 perccnl per dry. ()r 73

Pcrcenl Per ycJr.
l lre nes VAl rcgintc sill alwr ru;trire

a considcrable revantp of of'fice acc(runt-
ing proccdurcs and rigonlus training f()r
rll st:tlT inrr.llvecl in VA'l corrrpliancc. Fin-

terprises opcrating in China are advised
t() xdopt an lcc()untinli systcm designcd
t() (listinguish items subic(t to ()nc VAT
rate li()nr itc,rs subiect t() diffcrent VAT
ratcs and thosc cxen'tpt fr()nr VA'l illto-
getller.

Rccords nttrrt als() t1()tc, thc rllte o[
purchase anclior sale. though the tilr.)c at

which a trunsaction is cleerned kr tlke
place lirr VAT purposes is nrx ncrcessarilv

the sxnre as thal for irccounting pur-
poscs. fror exxmple, thc VAT regulltions
stipulxte that VAT .rssessed on credit
sales should lrc paid ac<ording to the
crcdit plan specified in contracts. not
when the g<xrds are dclivered. There-
f()re. ()ne (tnn()t conrputc VAT pavaltle
sintplv based ()n accounting rcc()rds. ln
vie*,of the, l)RC's oncr()Lts tax pcnllties
lbr unpaid VA"f and the polential k)ss of
VAT credir, the inrfDnance of educaring
staff on VAf compliance cann()t be
overcrnphasizccl.

Riling fie storm

(lhinx s flcw txx reginre \.\,,ill allld thc
priccs of grxxls and sc^'ices in vinurlly
cvcr] scclor ()f the Chincse ec()n()my.
Instead of sinrply adcling 17 percent lo
lhe ()ld priccs, ho.,,v'ever, lrtrsinesscs ntay
gdin c()mpetitivencss ancl market shlre
bl' carefully r(,vi!'\\'ing lhc ilrpacl ()[ the
ne\! lax rcf()rnt ()n thcir pr()ducti()n
(1'r'r\ Jn(l J(liusting rh(.rr I)ri(ing Pl)lti(.s
atr'ordingh'.,\s tlrnronstratcd in thc cx-
anrple ()n p..i2. e business ma) l.lc able
(r, re(lu(c lts pri('( trncler llrt, nt.rv rcgirnc
$'ilh no decrcasc in its profit ma41in.

llllrnt' busincsses. ls \'cll as nrlny
PIi(l lrx hurcllus. wcrc corrght r.rnpre-
prred by- the grexl spccd u'irh & hich thc
tlx rclirrms u,crc intrrxlucecl. []os'cver.
the Sl tc lax liureau hts inclicltecl that
thc adminislrxlion and cnlbrcemcnt of
tax collection has hr'< ome a priority.
F()rcign comprnics !\ ith qucstions alxrut
VAI' compliincc an(l p.rymenl proce-
dures, thercfore, sl'rould seek prolcs
si()n l advic( to conrc up to speecl
qrrir kll rrn thc new regrrlttions. *

The Consumption (Excise,) Tox
The new consumplion tax (.udrrla,i

.sDtti). which alrc trtanre c'ffectiveJan-
uxry l, applics to (he mtnufacturc.
pft\'(ssinB, lnd imp(rnJti(xr ()f spcci.
ficd consumer gcrds n'irhin rhc PRC.

Thesc Sqxls-most <f t'lrich are con-
sidcred luxury irenlr-arc llso suhjccr

lo VAT. l)cpcnding on thc narurc ()f
Ihc itcflr. thc cxcise txx pxy.rble is cal-
culatcd as folhrn's:

Soles wlue x tox rote
or

Soler: units x tox rob

At dle imfx)nati()n stage,

value refers to:

c.i.[. price + Cushrns duty

I - consumpion tux rob

Thus. an irrp(,ned pt)dud i\',r,,|d
l)e lcvicd (:ustoms duty, then cen-
suorpti()n tax (if applicahle). VAT
uould tlren assesscd on the full
arr()unl. including the dut) and c()n-
sUmPti()n txx-

ln m()sl ('ascti. lhe c()nsumptkxr txx
s'ould lx c':rlctrhtcd as:

C()nsunlpti(nl tilx ((;T) -
CI rote x {c.i.[. price + Customs dutyl

I - Ct rots

For domestically made g<nds sub-

iect to consumptk)n taxcs, value rellm
t(, thc full sales price. plus any addi-
rk)nal fees and charges rcceivablc lr<lrn

rhc buyer such as conrmissions or han-
dling charges.

Thc consumption tax, which is a

new tax in China, was introduced t<t

tax consumahlc goods, especiallv

lhos( that had been suhlect.to much
highcr rumovcr tax rates bcfore the l7
f)erccnt vAT (]mc into cffctr. Lteijing s

intention was to ensur,i that total tax
revenues from thcse goods *,<luld
morc rlr less equal rhe ruvc.nues gcner-
atcd under thc prc\,iou$ rax re8inre.

Irrlr some prociucts, how'ever, slight
diflerences lrtween pre-vAT ind fxrsl-
VAT prices nray cmerge. Infx)ned cig-
arcttcN, for exanrple, alc n()s,sul)icct
to tx)th VAT ancl excisc tax. The rw()
ne\t laxcs. logelher \tr'ilh the atDlish-
menl of some previous tax reliefs for
itrrponcd cigarettcs, have rcsulted in
higher prices.

'lhc consunrption tr)i ratc !'arics, ils
s(l ()ul l)cl()u':

Item n6b

Beer ond
yello,,^r rpirits

Other liquor 5-25%

+220-240
per ftlnne

Cosmetics

FirEworks

30%

t5%

Jewelry l0%

Motnrc),cles r0%

Skin ond hoir
core produch t7%

Smoll motor vehicles 3-8%

Tires r0%

Tobocco 30-45%

C,osoline Y0.2 per litar

Diesel fuel \0.1 per liter

-Peler 
Kltng

43

li.l(ll busincss lransltcti{ )n requircs:r
VA'l in\'oice. \\hich slt()ul(l stirlc thc
VA'l :rDount pitid. The lnt()Ltnt (, \/A'l'
orr,-etl cach pcrirxl s,ill hc cll<rrhtutl trs

ing lllc VAT invoices lirr stlcs xnd pur-
chirscs (i.e.. t()llrl ()ulput tilx ntinUs inpLtt

tJX).

I Poy VAT os scheduled Lrx'al rux uu-
th()ritics \\'ill sct specili( \'A'f pil) tcrll
stltc'rlttlt'r lrrtscrl on lhc:t,t),ntnt r)l t.tx
pryalrc l)\' caclr t:rxpay'cr. t sLrallr'. \ AT
is ;'lrtir.l nronthlr'. x[d thc pirlucnt .\'( lcs
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Chino-Middle Eost
Links .j.

Hon Xiooxing

There's more

thon iust trode

ot stoke

r Hon Xiooxing is president of Middle
EosFfor Eosl Consulting, lnc. ond vice
president of Arobfuion Trode ond
lnveslment Co., both bosed in the

Woshinglon, DC oreq. He is lhe oulhor
of o number of puUkolions on Chino's

relotions with the Middle Eost.

I n 197() .ln ec()n()mi( offir.cr et tltc
I an'n.,.,.t.mbrssv rn Cair() wxs dis.

I nrayc,.l hy an Eglptian mtrchants re.

! qu"rt t,, Chincst' grtxls. Tltr:trgh the
()rdcr inv()lvcd only I tiu htrnclre,.l hicy-

cles, China at the tinre could ntx satisry

the transJxrnation nced\ o[ its ()u'n [Dpu-
lxtion, and was lurdly in r positt)n lo ex-

pon bikes. Ncgotiating such a dcal would
llso havc bcen extremely difficult. es

sino-Egypliiln commcrce h:rd to b(' con-

ductetl rrn r hilatcrul trlde lntl cletring
rgrcenlenl basis. meaning lhlt no cash

transactions could take place-

This story r'as typical of Chinr's ecc>

nomic relations with the Middlc fast al

thc end of Ma<.r's rule. t'hen Sin<>Middlc

Exst tradc $ils worth only irhout $720

million. In 1976, Chinas expons of tea,

frx stuffs, and chcnrical p()ducts k) thc

rcgion accounted for alxrut 5520 million
()f that lolal, whilc impons ol cntcle oil,
fenilizer. dales. and scsame oil matle r.tp

the rest (.nt gr.rph).

From thlt small base. Chinl s commer-

cial ties with the Miclcllc East lt:tvc grown
trcmendously. as have the vlricty of
grxxls ancl scn'ices tradcd. V hile the rc-

gion has cnrergecl as l dcpentlahlc trade

P.rnner, Cltrn:t has clcrr{rPccl (,thcr husi-

Dcss links wilh the luiddlc East as n'ell, in
:rrees such l:i constru(ti()n and financc.

On *e rise

Since thc nrid-191()s. Sino lui(l(llc East-

crn tradc has t'xprndc(l at ll slcddy pacc.

According to China s General Customs

Administrution. tmdc with thc- region was

52.8J hillnrn in l98tl, llx)r( lhan ChinJs
rmde wi(h all of L:rtin Ame.ica. Thc avail-

al)le statistics covcr the Arab states from

Morocco t() Yemcn. but do not include
sales of Chinese military equiprnent (i-(?

p.17).

\0ith the growth in tradc has come
greater diversification of Chincsc export.s.

since thc l9ltos, apparel, tcxtilcs.
footwerr. lelthcr g<xlds, rnd ccrami(s
have become st()ng exPons for China. ln
the future, Chines(' xgriculruml produ(s
and fo<xlstuffs should tr in high demancl

in the Middle East. Howcvcr. as the
oruntries in the rcgron devck)P their in-

dustrial capabilitics and launch canr-
paigns to promotc domestically made
gcxrds-slcps alreacly t:lken l)y Siludi Ara-

bia and ngypt-chinese' light indusrrirl
cxpon.s nuy face tougher (ompetition.

Higher-tcch grxrds sr.rch as ,rrarchinery

should find readv mlrkets tlrough. as

many Middle Easl counlries currently
have neither the induslrial inlrustntcturc
n()r thc lechnological basc nceded to
makc thcse products themselvcs. Exp()rts

of Chinc'sc-nadc clpitrl g()ods to thc
Middle East are alrracly on llrc rise. ln
1992. firr examplc, nt'irrl1'20 percent of
Clrina s cxfx)ns to ligypt consistcd <f ma-

chinery xncl other suclt goods. complrccl
I() thc rinuJl :thsrrtt'c,,l sttclt ('xl)()ns in
1976. ln thc nqrr term. Chinesc capital
gtxrds shottlcl bc hlc lo conrpclc'$'ell
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Middle Eostern

countries hove provided

more thon o third of totol

Third World investment

in the PRC.

ovcrseas c()nstruction busincss. l)uring
this pericxl, Chinese c(,nshlcti()n compa'
nies. including some ()\:erscen hv ccntral
nlrnisrricr. Jnd othcr,, lormcd l)) pro\ in-

cial authorities. corrrpctcd against each
other firr lucrativc c,rntracts to builcl
dlnrs. higllvlys, lrridgcs. ancl rcsidc-ntial
units in Ira(1. Algerix, KLr\,r'.lir, irncl Libya.
Chincse crr:ws also harl substantial operir
tir)ns in !:g)'pr, Jordrn. \'emcn. lrxn, Su,

dxn.:rnd thc Ihited Ar!l) F]trrirutcs (ITAI).
S:tudi Arahia. the largcst construclion
lrrilrket in lhc regtrn. rcnraincd oulsidc
China s rclch until thc lu,o countrirs nor-
,rulized reliltions in l(/)0.

China s c( )nst ructi( )n -rclatecl revcnues
luvc droppecl sharplv iioru drc S L2 bil-
lion pc'ak thc country cimed in l9tl.l, bc-
causc of ln overall dcclinc in rcgionxl
(\)nstruction projects rn thc lxte l9tt0s
and the Culf Wlr. As a rcsuk of the sar.
CItina kr:,t rn,rrc thln i.l I'rllion lr,'rrr in-
l('rruplcd prr)i(cts. Unntrrrer.rhlt. t.rluip-
nrent in Irxq lntl Ku*'ait. ancl othcr ob-
staclcs. China s effons 1,) rcpositk)n itself
in the posr-(;ulf \far Middle Ilxst con-
.itnr(li()n nlrrrk(.t hlrrr rtot heen plrnrcu-
lurly succcssfr,rl. Evcn i:] Kus,:lit, $'hcr!,
the Chinese had becn rluite activc. con-
struction linns have lucl to hc c()ntcnt

u'ith very nrrxlest gains. US companies. in
c()mparison. snatched up morc than 70
percent ()f Kuwait s nrossivc reconstnrc-
ti()n proiecls in tlrc year after the war
concludcd. During this period, China
clainrccl alxrut $6lJ nrillion in Kuwair and
UAE construction contract-s. and $500 mil-
lion in S),rixn conlracts.

Finoncing proleas in Chino

Fervcr details lre publicly al'ailaltlc
alxrut a third major area of Chincse intcr-
action \&'itlI the Micldlc East-finance and
investmcnt. While -lhird Vorld countries
ltr I u'holc rcpres(.nt (,nl) a vcry mtn()r
source ol capital inflrw into (lhina, Mid,
dlc Eastcm ('ountries have ptrvided nxrre
than r tltird of t<ltal 'l'hird V()rld invc:it-
n1!.nt in lhc l)RC. (;hin:l srancd its sdicitr-
tion of 'l'hinl Vorl<l funcls in 1981 with
Ku$iLit, \\hich s'as thc onl1 1'hirci Worlcl
a()unlry l() continttc providing loans trr
(:hin rfier.lunc 1989. By 1992, Kuwair
llrld lcnt Chin:r.rrr)unJ Stt)t) n)illi()n in
long-tcrnr, lou'-intr:rcsl loans, nrost of
$hich wcnt to finlncc airpon, highwly,
pon. xnd industridl pldnl construction. At
kust :eten rrther Vrrl,llc EJstcm nJli(,nr

Pr0r'iclccl .rn .rdrlitionul Slt)r) rillir)n in
l()xns chrring the 1980s.

Uiddlc tirst govcrnmenr-sponsort,d
Lr.rns u'ill likclr Pllr' .t sntrlk.r rolc in
capital trunsti,r t() (:hina in tlre tuture, as

oil revrnues havc dcclined and several
counlrics f:rce hc[n' post-*,ar infrastruc-
trrre burclcns. Privllle c()mpanies, on thc
()tlrcr hand. xre cxpc(led t() in!est m()re
tirncls irt China s petrochemi(rl und. fx)s-
sibly. rcal cstate nurkcts.

Grcoter diverciffcotion

\0hilc (:hina s corrrmercial rc-lations
with rhe Middle F:irsr consrirUre but a

smilll pan ol its gloltal tracle ancl inl est-

ntent to tlalc'. tteiiing is fimrly <rrnvinccd
Il)Jr thc Middle llasl narions will play an
itnpoma,'rt r(re in lilcling Chinl's contin-
uccl econornic grou'th. For cxanlple, UAll
companics reponedll, inveslcd in a nunl-
l:ler of llrge relinery lnd petrochc'mical
projects hst year. rnd Saudi Arabia irn-
nounced ils intention to builtl :l c(rmmcr,
cial center in Shanghai.

Beijing has hoth cconornic and politi-
cal reasons for pursuing gre.llcr tradc
with the Middle llasr. Ec()nomically,
China m y find it exsier to scll l<.rw- or
mediunr-tcr:hnology goods----t he hulk of

$b
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wirh expons from Europc, Japan, South
Korca, and thc tlnited States-{he c<>un-

tries that have trtditionally clominatcd the
Middle Eastem impon marker for heavy
industrial gdxls.

China's imports from Middle East
countries, meanwhile, consist mainly of
stc.el and meral producls. urc,a. polyethyl-
ene, and local spccialty gorxl-s. a category
that includcs regional crafts and
flora/fauna products. In 1991, Egypr's
Helwan Stecl and Iron C(nnplex received
fron China a $21 million order. the
lxrgcsl in the c()mpanlrs history. Future
divcrsification of Chinesc inrpons fr<'rm

thc Middle East may nlcxn grealcr cm-
phxsis ()n met:rl products. including non-
ferrous metals. ls q,ell ls petroleunr and
plastics.

T hough China has yct to lrcontc :r top
e\p()rter to anl o[ rhc tr|iddle East ne-
tions. tradc with the l\liddle Exst has
bt'en panicuhrlv attractivc t() Beijing be-
caust" China cnjoys a trutlc surplus uith
most of lhesc countries. Irrom l9lt.i-tttt.
Clrin.r'r totJl tr:rdc surplus u ith thc rcgion
toppcd 55.6 hillion. !(rhilc rhe gap be-
I\r'ccn cxpons JnJ imfx)ns is nJff(,uing.
China cxponcd some $(r00 nillion more
in g<xrds to tllc Middlc li:rst th.rn il itn-
pontd lionr the rcaion in 199J.

Building ties

Another scctor in which China has
mrdc much hcad*'aI in thc iltiddle !l sr

is c(nNlructk,n rnd lalx)r scrvices-tr.ins-
acli()ns lhat xrc not included in gcnerll
tracle figures. l-ro l976-lili, Chinr c(xn-
pletcd 56.9 l)illi()n in Middlc l::rsrcm con-
stnrctkln and hbor conlracls, which xc,
countcd for 62 perccnl of (:hinx s

t

' lncludes trode with lsroel

t Figures br 6rst holl only
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Chinese p(xluclion-in the Third world
than in thc west. Middle Eastcrn coun-

tries, more()vcr, may pr()ve more recep-

tive to Chincse expons than thc increas-

inSly prdcctionisl tlS and f:ur()pean
markcts.

Even Isr.rcl. which ()nly establishcd f<rr-

mal relations with China in 1*)2. is seen

as a strong potenlial partner. Israel
quickly racked up $60 million in rw()-way

tmde q'ith China in l9x)2, more than dotr-

hlc- the csrioutc for 1991. Ehu(l Mrtanio.

vi( e presidenl of the Fcclerarion o[ the ls-

raeli Chanrltr of Comrnercc. prcdicted
lasl year th:lt Sin()-lsracli tracle would
reach $500 rnillion by 1997.

I,olitically. Ileiiing ha$ been eager to
pnrnrotc lt{lcr connc(li()ns \ ilh Islilmi(

nrtk)ns. Ilciiing is very much intercstcd in

li)rring a str()ng l'hird worl<l bloc vith
China at thc ccntcr. in prn t() ofl.\ct $ide-
sprcad Vcstern criticisnr of Chinesc trdde

lnd hunran rights pmctices sincc 1989.

l'llc counlries of the Micldle Elr^sl. li)r lhe

nr()st pan, B)se n() thr(irt to chinx s na-

li()nal security or ec()n(nnic goals, n()r (k)

thcy voit'c n)u(h ()p[x]i'ili,)n k, lt(ilinSs
intemal grlicies.

llciiing has also ma(le it kno$ n that il
welcomes Aral) capitll to help dcvel<lp

lh( siJr n|,nlr$'(r\l pn^'inccr lntl rcgions
u here the lxrge m.li()tit,v of China s l\lus-

linrr rcsidt.'lh< Chinrr lslantic l':(('nonri(

l)cvelopncnt Co. (lluayi) \t'lts set uP

scveral vcars lgo to l)e lhc ec()n(nnic xnn
of the China Islamic Associati()n, :l na-

tionwidc ()rgilnizati(nr rcpresenling xh()uI

20 milli()n (:lrinesc' l\'hrslims. Ak)ng $ith
othcr tlulrsi-go$emnlcntxI I\lJntr(' ()rgllnr-

zalions an(l x growing number o[ stnaller

cnlcrpriscs. lluayi w()rks to develoP
ni(llc mark(ls lirr I4uslinr lnt:'rn(ss xcliti'
ties, including labor exports, ltntl also

\\,()rks t() rltract Mid(lle Erst capitill.
llrorrgh srrmc of tht otlrcr lslatttir-ori-
cntcd org:lnizxtions in Ohin:r. including
thc Sino-Arab Joint Ch ml)tr of Conr-

rDcrce and China National Sin()-(:rcscent

Crrrp. (CSCC). both foundcd in 1981J.

have provccl to lt less irctivc phycrs, thc

!lr()\r-ing nun)bcr of trade and rcscarch
(,rEJni7:llr()ns dcvl)tr.'d to th( rcIi()n
scrlv'cs as I lcstantcnl t() chin s l()n8-tenn

inlerest in lhr luiddle liasl.

China is also likel)'lo phy I l)igger
r,,lc in tt'rhnrrkrgv tnrnsler t() tlk regi()n

within thc ncxt 10-20 ycrrs. lrun. r coun-
rn' lhxt renrilins distrustlirl oI th(' I nitcd

States, Ru:isia, and m()st of thc Europexn

nations, has emcrgcd as ln eager cus-

t()mer for Chinesc technolorlies in rail-
r()ad and nurilinre lransponation, pctr(F

leum exploration, rnd nuclear power.
'l'eheran lras also announccd mbitious
plans to huild a nil$'ay linc linking the

Teheron hos

onnounced ombitious

plons to build o

roilwoy line linking the

Centrol Asion notions,

ond will likely need

Chino s technologicol

contributions to

the project.

(lcntral Asi:rn nxtions, and uill likcly
nt',.'tl Cltin:r's te('l)n( 

'l()!ti( 
x I ((,nlrilltltir)n.

1() the pr()icct. Vhile Ilciiing ml,v lx' lcss

cnlhusiastic al'nut the religi()us undcr"
t()nes to the projccl. il \lill surcly rvel-

comc the developnrent of grcater trans-

p()nati()n cilpacil!' in the regkrn.

Evening out the score

Whilc China gcnci:rlly faces fet politi-
cal obsllcles to doiog busincss N ith Mi(l-
(llc Exst nrtion.. a nrrmhcr ,,f hlrricrs
need tr bc ovcr(1)rr)( hrr ri.cl,tr Sinr''
\{i(l(lle F:rsl conrnrcrcial lics l() e\'()l\'('.

China Business Senrice
Joiat Vcaturc/Offlce Set-UP

Contract Negotlatloa
Profcssloaal Traaslatloa
Chlaa Market Rcscarch

393 Walnut Trace, MemPhis, TN 38018
Tel:(901)755-8928 Fax:(901)759-9988
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Abovc all, China musl address its loP-

sidecl trade halance with most Middle
East nati()ns. Since the aholishment <lf tlre

bilateiJl trade and payment rrrangemcnt
aith Egypt in 19tt5, for example, China's

impo s of Egyptianrnade goods have

never lren more than l0 pc'rcenr of lhe
value o[ Chinese cxpon.s l() that country.
Members of thc Culf Cooper.ttion Ceun-

cil (GCCFBahrain, Kuw.rit, Qatar, Saudi

Ar.rbia. oman, lnd the tlAE-have lrcn
pushing to expon petrochemical pr()d-

uct.s lo Chinir. GCC effons ntay bc rnore

successful over lhe next few ycars as

China lrxrks t() dcvclop its own petr(F

chenrical industry.
Sonrc of the problenrs prevalcnl in

Chinx s overall f<lreign trade picturc nray

also lrincler lJpid g()w1h in sino-Iti(ldlc
Eastcrn trade. China s reletivc inability t()

proviclc commcrcial credit nrakes it dif6-
cult f<rr Chincsc firms witlxrut deep ;xrk-
ets of their o$'n k) cnler into big overseas

deals. even if thcy have lhe rcquircd
technical and manulacturin8 cxpenisc. In
thc c()nstructi()n l)usiness, rr()reover, (:hi-

nesc cornpanics find it difficult to lcccpt
prymcnt in dcllycd installments. ir pre-

requisite in somc l\liddle Erst hids.

over thc longcr ternl. however, thc
imfx)nilnce of Sinr>Middlc l:asl cotnnter-

cial tics shoulcl increase. 'l'hc Middle East

relai()n, which purchased $213 billion
$rrnh of imports in 1y,)2, holds great p()-

tential f()r Chifla-pani(uhrly as China

s'as ablc to clainr only xlx)ut I percent ()[

Ihe market tlral year. .lusl as Chinesc
g<xxls with los or metliunt pro6t mar-
gins hlve fkxxlcd thc Lls c()nsumcr milr-

ket in recent years, Chinesc capital goods

and technology cxfDns rre expccted to
makc stcacly innrads into thc Middle tlast.



Troding Guhs, not Butter

Alexonder T, L,ennon

Chinese weopons
hove eoger buyers in

severol Middle Eost

countries

! Alexonder T. Lennon is o reseorch
ossisionl in prolibrotion ond fuion
security issues ot lhe Center for
Strotegic ond lncmotionol Studies in
Woshington, DC.

/i hin r'\ nrilitrr) exPL,rti. l(, lhc

I Mithllq East h:rrc allraclerl r rr,'lr
L J((nli{'n in r(('(,n( ycJrs. px(i(.
Y trlrrlr' \\ ill)in rhs I s C()nsr(.s\.

'lhouglr thc Clint()n Administrari()n lus
sought to uncouplc prolif'eration issues
fronr thc lnnual dccisk)n over Most Fa-
r',rrcJ \ltrrrn {l\ll-\) LI.rlLri' lirr Chinn.
nrrn)' $ ithin Congress hcliels Chinx cn-

I.lJg(,j, in irrr.srx )n.il)le :rrms sules. Ijr.rrring
inslJl)iliri(.s lir:.tcrqd lri rl)c pr()liltr.tti()n
of Chincsc \Acapons. panicularly in thc
l\'litldlr Flast. sonre rrrcnrl-rers of Congress
havc pruposed lrltde s,lnctions-inclu(l
ing u'ithdra\ al of !lFN status-as a

ntcans of <iissuldiog (lhina fro r selling
rvc:tpons. These threl:s have becoorc a
clrronic headache firr tlS businesses tr.rd-
ing u ith China lnd umr issues n ill bc, a

crilicxl Ixctor in t'S-China relalions in the
months lheld.

Although thc destabilizing cffccts oI
Chinesc rrors sales t<, thc Middle East

hlve llccn cxaggcrated hy ltoth (irngrcss

ancl thc nredia. continUed l,RC military
r.'xPrrns t'otrltl rt,srrll in neN' I l\ sxn('ti()nr,
xgirinst Clrina over the next i,l0 yenrs il
tlciiing exports nrissiles or nuclear
wcllp(rls k) r()gue stxtes such as lran.
'lhc likelihoocl ()f US sanctions. h()wever.
rvill llso clepcncl upon the ovrrall stratc-
gic rcl lionship hct$'cei] Washington and
lleijing. lnd will thus incorporate rhc pcr-
r'ervccl I S n(.cd h'r llciiing\ ('.\rperJri,rn

ttr ltrt rt:' sur'h:l\ \UI)p()n f()r I \ SC('rtrin'

Couocil measurcs. reduction o[ thc ItS

tr:r(lL' (l(li(it \\'itll (:ltinl. rrnrl irllprrvr,,
rrrtlrlts in hunrilrr righls (1nt(lili(r)s in 1h(.

I)c()l)l( s ll(,1)ul)li(.

A Middle Eost orms bozoor

Chinrsc lrms sl['s arc I relativc,ly rc-
('r'nt ('(rnccfl). (llrinl rlirl n()l ('nIljr int()
tlrr intcrnxtionill lrms truclc until thc
1950s. whc'n il s()l(l we:lp{)ns t() N()nh
Korea ancl Victnxtrr. Jnd salcs dicl not
really takc ()lT until thc l9llos. Acc()rding
t() lhe IiS Amrs (i)nt(]l and Dis.lrmutent
Agcnc.v, (:hina cx;xrnccl only $0..i billi()n
wonh of arnrs in l9tl0, l)ur by l9tJU lhat
frgurc l>alkxrnccl () S.J.l hillk)n-$,ith all
()f the arnrs destinc(l f()r thc 'l hird \yorld.

lleiiinS is n()\a thc uorl<is third largcsr
supplit.r of arnl\ to (k'r'(.I()ning nJti()ns
(iftL'r thc []nitc'(l St:ltcs antl Russie)
Th()ugh lleiiing did nrx begin sc,lling
arms ro thc N,liddlc !:asr unlil rhe ntid-
1970s, irrnrs cxpons t() this rcgi(rn hnvc
increased significantly or,e'r tltc pasr l0-15
ycrr\. R. lhl(.\ (;ill, J sp(.(iulisl in Asirn
security isslrcs. notcd in ilt'l August 19t93

m<>nogrlph puhlishcd by rhe, tlS Arn:y
rvar (i)llegq that fi()nr 1989-92, 95 pcr-
cent of Chinesc arnts cxpons werc dcliv-
crcd Io c()untrics u,ithin 150 miles ot thc
Pcoplc r Rcpulrlic s l)orders or to thc
Midcllc Erst.

Srlcs of Chincse arms lncl rvelpons
cxPcrtise ilre c()nccntmtcd in scvcral
count es in thc llticlcllt lixst. Sin(.e _Junc
1990. thc I,RC rnd tag)'pr hrvc hcen
\'()rking k,Eclh(.r to dercLrp ligypr'r nris-
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sile produdion capal)ility and to upgrxde

thc counlry's S()vict-made anti-aircftlll
and surf cc-l()-surf cc mirisilcs. Afler
shipping CSS-2 intemrediate-run8c hallis-

tic missiles I() Saudi Arahix in l9l3ctt7.
China dispatchccl rn cstimaled l.fix) ad-

viscrs t() providc lraining rnd lcclrniclll
assistance on tlcployment of the
weaFx)ns s)'stcm. S)ria has als() reccivcd

military as.iistance from lhc I'Ro, though

ferl' details aklut lhcsr' arrungenrents xrc

kno$'n in thc vest.
ln the lyr0s, lran, Irrq. ancl Pirkistan

havc been the biggest buyers o[ Chincse

amrs expons k) the Middlr-Nc r llast rc-

gion. ln 1992, the PRC shippcd tlQ-2ll
surfalce-lGair missiles lncl missilc batter-

ies to Tcheran. xl()ng wilh t{ai YinS-2
(Silkq<rrm) ship-t(Fship nrissilc's and thc

first of up to 72 Ij-7M Airguarcl lightcr
jers. Ar rhe cnd of I992, Plki$tlln an-

nouncecl it woulcl purchasc three s-20

nrissile-armcrl sul.lnrarincs.

Thc'sc' threc countries nre thc only
ones k) have reccivcd tlrc'I-69, onc of
the flrost irdvanccd tlnks China pr<xluces.

Scxrn alier Prkislxn and (lhina signc(l a

l0-yeNr rnLllrorandtln trf undcrstanding

f(,r mililirry .(x,p(rrlir)n in l(X)0. Ik'iirnN
provitlccl Islamalracl s'ith appnrxinratcly
275 I-(r9 rrtain banle ranks.

tlntil the AuSusl 1990 in\asion ()[

Ku$rit. Chin exported a significant
anrount <lf arnrs to both lr n rnd lriq.
Once lraq invadcd Kurr'ail. hottct'er,
China stopped sclling rrms t() llaghdad.

Though it is unclear horv long tlris sxn(-

tion \\'ill rcm in in place, lteiiing will
likely bc one of the first c()unlrics, if nol

the first. t() resunlc :lrn)s salcs kr lrlcl. In

addition to thc profiis rr lt carncd from

resumed anns s:rlc's, Ilcijing may dso l)e
llying thc gn,untluork to grtin J s(rxtcgic

ally in the rcgion.
In firct, reccnt rcpofis in '111e W.lshlrlg'

/o,l P(rJI sugllcst thill (:hin('sc ((,nlPani('s

rrray rlready bc supplying nrilitary-ust
chemic[ls to h.rq. on January 2J, e ship-

ment of Chinese chcmicals with possil])le

application as missile fucl was inter-
cepted aboarcl lhe ,4srar? .5t l4ror in Sxudi

Aral)ir. Dcllils {)f th( :'hiprtt(nt r' (rriEin

and destinlti()n lrc murky. ils lhc vesscl

is of Gcnnan origin and lhc idcntitics o[
thc scller and buycr rcmain unclear. LIn-

like an elrlicr incident involving allcged

chemical $'arfare agcnts alx)ard lhe Chi-

nese-registercd )'irt ly't'. Chinesc authori'

Beiiing will likely

be one of the first

counkies, if not

the first, to resume

orms soles to lroq.

Nevcrtheless. Middle l}stcrn clients
have l:ren steady cuslomers, in ptn bc-

cause Chinesc weapons corne chcaply
and gcncralll'do n()t rcquirq highly
truincd opcrrk)rs. In the u'lkc <>f the Gulf
var demonstratk)n of the lxrwcr of tech-

nokrgicall-v superi<lr crrnvcntional forccs,

hcxr,cver. China s t'capons havc' Lx'gun

to losc thcir lppcal, forcing thc PRC t()

cxp()rl othcr proclucts such as lullistic
\\'cap()ns or nuclcar lechnolr>gies.

China s sales of hallistic missilcs and

nuclear c(rDp()nenls t() the Middle East

are an exlrerncly sensitivc issue. in tcnns
()[ b()th regional stlll)ility ln(l fls con-
cerns about l]cijings role ils an arms
I)r()ker. Among the mulliplying nlmors
in rc.ccnt yc:rrs havr:l>ecn rcP()ns thxt
Chin.r sold M-9 sttrllcc-to-rr,rrfltcc rtris-

silcs to syrix in Mly 1991. vhcther
China complctcd this dL'al is unclear, al-

Ll:orrgh l)umasctts rk'pkrycd 24 M"o ntrs-

siles that year. Also in 1991, China aL-

lcgc<lly helped lrrn dcvclop its nLrclear

capability. Howevcr, ucc()rding t() [JS

govemment and intclligencc expcns, the

nutlclr tcclrnokrgy trrtnsli'rrecl was in-
tr'ncletl for medical ancl scientific use.

and was not cxtensive cn()ul4h fi)r lran
t() rcstlfi its nuclclr pnrgram, *'hich was

dcnxrlishcd cluring the Imn-lraq $ar. Ei-

thcr way, the allcgations clclrly strained

sin(FLIs relali()ns and raised lcars in the

region.
ln thc most drtnaging cxse reponecl to

datc', olficials in wasllin!{on dclenninecl
lasr August rhat China had shippttl M-l I
panri to Pakistrn in Novemlx'r lD2. Thc
Clinton Adtninistralion in rcsponse Jn-

nr,rrnccd :cverul Chinese lcrrrsp:tce firms
wotrltl bc dc'nied tctclc in "thc devekrp
rnent or pr<xluction of electnrnics, spece

systcms ()r cquipnrcnr. ind militury Jir
craft frrr trlo years, a sancti()n ()utlincd

in the Helms Amendmcnt to the 1990

Amrs Exp()rt Contr()l Act.

Thc most immcdiatc l)usiness impact
of the slnction was a l'ran on tls satellitc

technokrgics, though thc Depanment of
Comruerce gmntecl liccnscs for tfuee r:[
the scven affcctcd satellites in -lanrrary.
Runlors Ilxvc circulutt',,1 tlrxt th( Presi-

dcnt will lift the satellitc ban altogether if
China silans thc Missilc Tcchnolt>gy (irn-
trol Reginlq (MTCR). thc iflternational
agrcemenl limiling brllistic missile trade.

As 'Ibe CBR g()cs k) prcss. lleiiing has

not signed rhc MTCR, although Chinesc
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tics repofledl)- have cooperated fully in

thc investigation. As 7b.'aBR goes to
prcss. lhc US govemmenl has not impli-
catcd the Chinese government in any
!r,ay.

Shifi to bollidk wEopons

Convcntirlnll arm:' such Js unk\. air-

crafi, ancl anillery make up thc hulk of
Chinas nilirary exports. In 1992, in rc-

iponse to Us criricism, China assened its

intcntion to export arnrs kl the Middle
East for "defensive purposes, in limited
quantitics, and in a way thar would nol
dcstabilizc lhe region." Most of the Chi-

ncse weapons sold to counries in lhe
Middle East are Soviet desiflrt's (albeit of-

ten modificd and improved) from thc
1950s or early 1960s. These arms are at

Ieast t$'() or three generations bchind
( lrrrcnl wcsltrn wclpons techncrlogies.



CBR: Do rorr l)!liq a al.tiutt s ut,,ts
ttk,s kt tbe .llidrllL, Ftr-tl .nt,(l\ktbiliz

CBR: tt lal is tl)c slelus tl tl.)( uL',t:ttiu

lr)ns lx4u r'trt ll)! l'.\ tln(l (,1.)ukt ft'
,\4t (lit U lhr .llissik"l ec l.tr rt fi 44 (,itt t-
ti 'l Rc,tli tr ( .ll l(.111.,

Lilley -llr un.l.r.r"ntling rs en ,lrtsirlcr
i\ ll)at lll( \'\ (] bcerr prcttr rorrlih. I

hcur thc Nl I I issur is still hcing lirr.rglrt

CBR: lllrr' &ts (.ltitttt ,1.\[ l.! r-.r,r.-
Ittttt\ lrt rdIitt.l L' Ilt'.1IkLIk' l:rt.rt,

lillep t'ir.t of :rll, I think t[r sonr(.()l'
fhc srlcs Jrc r)rJdc $'itllout lllc kno!\l-
crlgc ol tltc r cntr.tl g()\'crnnrcnlr lrt l(.rsl
lllilt \\'ils llt( t'lrse $hcn I \'.rs lhcrc.
()th(N rsc. ther( is ol)\'i()usly lllc desir(r

to carn coltl crsh. lnr llro told. tlrough
I (Jr'r't \eril.\ lhis. llul llt(rc rrc cenllirl

lx.t)Plt in tlre ccnlrxl g(,\arno)cnt $,lt()

rrr8c lh(\( .,rlcs l,'r P,rl lrr.rl t'r'usotr-
t() slr(rnrlll(.n lhird \\irrlcl st:ltcs tlrirt
strn(l up t() ln8 nxtir)n h( l{cnx)nisfl.

CBR: l/r,rl utcli luottk! dtx:s tl.lc l'S
lt tt,uitl) tegttxl lo (.hin/ls nr?tt

tilley trtrint rlc lrrrc,r,rnc lclcragc.
In l99l s(,(r(lln lJJker us(.(l thr threxl
()l st()l)ping sirlcllitr lrncl strltrcornPutcr
\.llc..lrrJ g.t t( rrln !f.r,! ,rrrrrPl1.111.'

Ilut to rr.,:rllt halt tcchnologv s:rlcs, yorr

ncc,I rrrrrltrl.rlt r'u l .rrrlr.'[:llr()11 Th.lt's
hrrrl trr gt.t.

tillq rir.r ot rll s'c hrrl, ro srrcngthcn
()rlr slriltcili( clidkrgrrc 'lhi: is critical il
$e xr( g{)ing to gcl tl!( (:hincsc l()
work \\itlr us ()n lllr rnln(' intfirctablc
issucs, likt' (iantlxrtli;r. lti1llll no$ our
lop slrirl('(ri( issue \\ilh l;hinl is enlisl-
ing ltcijing s c(x)p.rliIir)n in tlelling
\\ ith \()flh Kolel'r nrr< lc;rr program.

()llleI slrxl!!lia r]rJll(,rs w( hirve l()
tratk tkrsclr xre Cllincrc lr(quisiti()os
()l l.kri'iiixn rr'clpons rtnrl lcahn()l()gics

xn(l (lllin(.\c conlirrnrilr k) tllc Jqrcc
nl(Dts lh( \'\ c :'ign( (l I:\ cn th()ugh
Itcryirg It.rs rt,,t riunctl llx lll(.R. lltt
L.'.r,lt rrhrI lr.rs ,tgrct'rl l, ' :r(llr('r(' l' il

encl $'r. eonsider 1h.rt ir!lrc(.I]lcnl ir

lrintlirrg clt:rl. \\c ulso hrrrc to huvc
ll:lnL,lts,lt..tons i,n r'lt t(.\(. Irr,,l(.('
lir)n r )l l)( )\\ cr in -\sir.

CBR: ttr,tt (t)nc!rt(,(l .tr( tl)u tlx)ul
t.h i t ttr.: tt t iIi tt r n h r i hl -r t 

1 
t?

lillep t rlrrnk crcnrrnt slr,xrld lt corr

ccrnctl. lr.tlrrr.c it grx.s.rg:rinst the ti<lc

r)l \\'l).lt \ li()ing on clstuhct'c in tlrc
$()rl(1. It l' n()t unrcxs()nll)lc lhxt Chinx

rcl)u il(l irs l]rilitxr'\'n{)\\.l)ut I$ish
thcr'rl lrr. rn()rc (lirc(t lrn<l honcst
ahrut s hlrt thc\'ac (l()intl. \'c nccd to
untlcrsllrnrl tllcir lr)ililirn il l()l l)cttcr.

Chino will remoin

interested in its AAiddle

Eostern clients os long

os the region's

governments ore oble

io poy for weopons

purchoses in hord

currency or oil.

olficials lrure stxlc(l repedtedlv Illcir in-
tcntion to xl)idc l)) ils genertl lcrtls.

Ittbrc thon proffts

(i)ntr.lry t() lx)pulxr perception. Chinr
is not kx)king l() crcrte inslabililr iu lhc
Mitlclle Eastt n()r is llcijin8 exponing rnrrs
cxclusively [i)r prolil. tJeiiing sells :lrnts

lirr l combination of economic ancl str:rlc-

gic reilsons. Chinl $ill renrllin intcrcsted

in ils Juiddle lixslcrn (lients :ls krng :rs tht'
rcgi()n s g()vcrnutcnls lre able to g'lrr' lirr'
s'c:tpons purr'ltases in harrl crrrrency or
oil. l\,loreover, xs l()nH xs Wrstcrn g()vrrn-
nrcnts are xclivclV isollrting crrunlries sr.rch

rus lr.tn.rnr! lr.l,l, ( lrinir r. ussurr.cl 0l-u rir
tual ccon<xni< nxrnopolv orcr lrnrs s:rlcs

t() thesc nali(x'rs. lrs \\'eli as thc (l)iln('e t()

tlrvclop ;xrliticul ulliunces rvillt thcnt.
Yct. with the cntl ol the (hrlcl \(ur lnd

tlre nrilitlry lcssorrs lclrncd fronr llre
(;ul[ War. tllc nrxrkct lirr Chinesc arrns
s.rlc. t,, tltt \litltll,. [.rst is r.lcurlr shiliing.
llre ker tlrrr-'stion is \\lr:lt \\'ill IkriinBs
new nicht, l)c/ If (lllinr clrrxrscs lo con-
(cr'rtrrle ()n Iliglrcr-lc(h g<xrcls. srrtlr rrs

ftxkels ancl slrrt:r(r-() surllcc ,lrissilcs.
Wxshington is surc tl) ()l)iccr. A sinlilxr
furcti()n ciln be cxprcted if (,ltirtlr sLrlr

p()rIs Iran s pllrns to purstre ntrtlelrr
*,clrpons tcchnolrgics, rx bcgins to scll

wcilpons xtxin to lrlcl lrfirrc thc intcr-
nxli()n:l[ ( ()Illnru n itr'. piLrtictrlarlt thc
I nit(J 5l.llc\. Jl.lr((i. llrJl \u(lr ll \t(,1) l\
.rpp()prirte. Ilvt'rr il Chin:r ckrs nor en-
gagc in ballistic n)issilc ()r nurlcur tr.rclc

with thest'coLrntries, c'xtensivc sulcs ol'
s()phisticatr(l c()nvcnlionaLl arnts could
in( rerse fricti()n bctuecn \l('lshingtr:n
xnd llcijing. Il llcijing pursues rnv of
llrc\( J!cntr(s. r,\'('tJIl Srnr)-l'5 rcliltrrrs
coulclticclinc <irenuticellv- i,

Thinking Stroteg icolly
A5 l S Jnrl)r\sx(lor t() (.lrinr l11,fir

l9lt9-91 rn(l llrn Js ;rn ollii.rl in tltt'
I)upanrDent oI l)cli.nsc drrring thc linll
vr.::rr ol tlr( Ilush Adrninistrxli(n),.lllnrrs
l.ill('\'. (urrrntl\' (lhinu ltllo\ ut thc
Arruricxn l:,rt(il)risc Institut(, hli flr:'l-
hlntl kno$lcclgr' ()l (llrin:l s nllililn es-

rll)liJI)nrcnr. llc spokt t() liclitor I,urrrclu

llultlingtrelxrut trS-(lhina strlt('ui( rclu-

tirrns lnrl (llrinl s nrilitary bLrilcl-up.

lillelc It .l.pcn,l. shat kin<ls ol s;rlts

1'ou re tllking:rlxrr.rt. ancl rvhich coun'
rics thc:tlnr:'.rr(' lx'ing s{)l(l t(, I think
lr)\'salcs t() I-il)\:r. lr:rq. rnd pnrb:rl,ly
Suclen ancl lr:rn \\l)rrltl l)e oul ol l)rlrr'.
l)ul I l)cliclc (-llinx hus (cxsc(l salcs to
thcm. As [ar'!s ()ther c()unlrics ]rrc

r'rrnccrncd. il thc s:iles rrc ()l'(()nvc11-

ri()nrl !rnr\. I (l()nl lhink thcrt s nturlr
uc t:tr't crlttpllrin :rlxrut

Il the (lhin(s('sl:rn sclling nrissilrs ()r

lr'lrnslcrring \\'rxp()ns lc( hn()l()gics,
ll()$'rvcr. I tltink tlrrsc salet slrotrkl lrt'
stopprti. \lv \cn\r' i:' thrl (lhin(st arnrs

s:rlcs hatr j.l()ll( \\';lv do\\'n \in(( lllc
lrxn-lrxq \\'ur ;xr'u lhen they sokl I
l,,t ol' rrnr)\ t( ) lx,tlr :.rrl, .. I tlrrnL t lrrrr.r''
t()tJl alr!lts sltlcs t','crc o() nt()fc lltitn
Sl0l) rlrilli()n hsl vclr-uhi(1t is rtlr\hc
ill)(,ul ()n. lirrtictlr oI Nh;rt orrrs Ncrr.

CBR ttt thtt &ts!. ultttt utttkl lx'a
n-'tItstic [ .] sttutt'!i. l)()lic.t, lou\trd
L:lt i t /
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OTHER

Zurich lnsuronce Co. (Switzerlond)
()l\'nr(l r(.1)r(.cn(.rtr\( olll(c rn Il(,iirrrg. ll ()i

Agriculturol Commodities ond Technology

Abb,dioho.s u$d h.oucrour lErl BOC 8o"l of Cl-.@. CAAC Ci''l a or,o. AdFnuho-or
oICl"no. CAIEC Cr'no Noionol Alromor'. lmporl.Expori Corp. CAIIC Ch'no Noliotl
,€rc'Tehrclogy lmpod-Expod Coe ; CITIC Chino lniemoi@ol l.un ond lnye'im..t ColP,
CfIs (hirc lnbrnoh@l T@d S.fr{.. C}{OOC C\ro Noridol Olh[@ O,l ColP. ErDZ
t(omm( ond l*hnolosrcl O.6loph.nr Zon. ICBC tndu*,ol ond Connc,crol 8o.L ol
Chirc, Mn M'nd,y ol Polh ond T.L(mm"n'cofidr NA r.lol A,o,lobL irOnlFlCO Ch'rc
Mrltl l.durt,.' Cdp . ptT Pd ond rokx6mun(oi@!. PSOC P.opL . Bonl ol Ch'rc. 5tZ
5p..iol t(onom,( /o^e. SINOCHEM Ch,no Nono^ol Ch.m'(olr lnpod'f^pod Corp
Slr.lOPEC Ch,rc Nor'orc, P.hdh.F<ol (orp. SINOTIANS. Chmo Nor'orcl Fo,sg^ Lo&
Tronlporiotid Corp.; Src Sklb Plonning Commi$idj UNOP Uiibd No o.! D@.lopm.ir

CH!NA BUSINESS

7b., CIil? l)\' sendinlt thc inti)nr)xtt)n l(] the xtlcnttnl ()[ thc edit{)r

CHINA'S INVESTMENTS ABROAD

Bonk of Communicotions
{ )l)cncd r( t)r1*urtxli\ c olll( (. in li)k\(J l2 9l

Peoph's Conslruction Bqnk of Chinq
ll.t:rl,li.lr(rl ollir c irr srngirtn )r( ll ()J.

OTHER

Americon For Eoslem Notionol Bonk IUS)
( )P( n( (l ,,lll(( ir\ ltt'iting llt)i

Commerrbonk (C,ermony)
( )lx'n((l rrlnrs(ntrli\roillct rr 5h:rrrghui. ll().t

Sonwo Bonk ttd. (Jopon)
()lrcnr.rl lrr.rrrr lr ollic in l)irliiUr llt)J

J.P. Morgon & Co. (US)

Estxblish(.(l (illrox firntl lirr rlir(r invrstmeot in n inlenrl fintLs

t 1,9t.

PBI Securities (Netherlonds)
l1\t:rlrlislx.(l IrlIrring I)r()!lrrrr] li )r (:lrin(sc sc( Lrnli(s lni )k(r\
II9J

Societe Generoh (Froncel
()Prn.rl lrr,rrclr,rliic in Ir.r\tirr Il ()j

Chemicols, Pekochemicols, ond Relobd

Equipment

CHINA'S IMPORTS

Toyo Engineering Corp. Uopon), Aohi Chemicol lndustry Co
(Jopon), lto<hu Corp. Uopon)/Chino Notionol Chemicol
Conrkuction Corp.

\\ill 'rrIPlr rirr'rlr<.rl trtlrn,,l,,gr rrltl uluiPrlurt tt, tlr
l'ingrlirrg'lr.rrr \\ l, nr l)() \.rll l'r )t(.( I !n Il('n.rn \lo(,rrrillron
1l 9J.

INVESTMENTS IN CHINA
Aseo Brown Boveti {Swikedond, Sweden)/Xir:men Torch Co.

Ii rrnrr(l I(,rrrr \ ( nrL[. t() (l( \ij,ln l)lril(1. ro(l L(lrit) l)irin(
hrri:lrin8 l)lirrrl.lor\(rlli(l( rn.rrrUlir(lURrslrr(:lrirrir 5l(,rnillr()n
( S\\ ir7r.d:rrr( l S\\(1lrn:9()'i IrR(.I(l',,) ll 9'1.
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I Meredith Gavin

Accounling ond lnsuronce

OTHER

Ecogen lnc. {U5}
Will rrr rkrt tw() typcs ()l l)i( ! insc(icidcs in(lhinu. Il,()1.

lsrqel/Chino
V'ill (st:rl)lish hihl!-ml c(nrrnillcc l() f:r(ilitxl(' lgri(\rlturrl
r'(x)lx nrli()n. I I 9J.

Bonking ond Finonce

INVESTMENTS IN CHINA
i,lomum Se<urities floponl/Chino lnlemorionql Economic
Consuhonh, o wholly owned subsidiory ol CITK

I-rLrrrrlrt,.l \,,rrrLrr':r (ll1l(llnl. r.rtr(nul Ii,rrn)rrri( (1nlstrh.lnl5

t,)irrl \( rrlrrr( rn Iltiilrrj.l lo I)r,)\i(l( ((n1s(rllrrrit \rr\i1r\ l1)

_lrrl)irrksc irr\cslr)rs in {llrirr,r. tio(l.l){)o (.lxl)rlll (nrr,"l)lt(l: l(11r,')

ll 9l

lmport Expoa Eonk of South Koreo (S. Koreo)/BOC
\il.lo((l.rgrc(nrrnl l(, rr Ir(^( ((x)p(r:rtr(rr rrr tlrr' rrLlr.rnge,,l
llrl;ur( r.rl r( \(.rrcll. ll () j

[eosing ond Finoncing Co. (Germony)/CITIC
I:()r)x\l t,ii|r rcntur't lt.rsrng<r,rrrlruo\ l(, lr(ll)( lrirlr's(
r'nttr|n.t: trlrlutr'(1Lrr1:trt, trt,rtttl ttthn,,l,,r\ sllrtnilll(nt
ll 1)t

SALES AND INVESTMENT THROUGH December 3t, I 993
toreign porry/Chinee porly Arrongemenl, volue, cnd doie rePoded

50



Boyer AG lGermonyl/Shonghoi Chloro Alkoli Chemicol Co.,
Shonghoi Chemicol lndusFy Bureou

\\'illftr1n j()int vcnturc l() unulralurc p()ltcurlnn]lltc ll r)J.

Boyer AG (Germony)/fioniin Bohoi Chemicol lndustry Group,
Chinq Notionol Chemicol Construclion Corp.

Urill Iinln jr)irlt vrntlrr'e to constnrit hycl'uzinc hydrxlc llrailit\ in
'l-ixrrtin. l: 9J.

Boyer AG (C,ermony)/Wuxi Dyestuffs Foctory (Jiqngsu)
\X ill (strrlrislr i1)int vr:r'ttu|r plunl to munuili.lur( dirprrsi(,r)
d\'(s ll'9J.

Eorth Chemicol Corp. Popon)
Will in.('xsc irlvcslrlrcrrl sllirrc irr Iixniin Iirnlr (-lrcrnicrl(i)rl).
i{)int vcntrrrr lionr 3() lx,r((,nl t() iI l)cr(cnt. Il.9J.

CHINA'S INVESTMENTS ABROAD
Sieng Hoi Tyrellhoi Huo Rubber Co. ffhoilondl

Iistxl)lisllc(l j()int \cotrrrt in SorrgkltLr to pl1xlrrcr nrlrlrtr-to lt
crp{)r1cd t() Chinx l() rnirkc li.cs Sll l]rilli(nr (PR( r(I',,'
Tllxihnd:(n),'i ). I l,'9J.

Consumer Goods

INVESTMENTS IN CHINA
Procter & Gomble Co. (US), Hukhison Whompoo, ttd. (HKl/No.
2 Doily Use Chemicol Foctory (Beiiing)

llilill)lishuLl i()int ! r ott[c rr pftxllrr c htrncin' cir.tcr'gt nt rn
(;hinrr. i'J0 rrilli(nr. (lrs.llK:6;'ri, I,R(l:Ji"',). ll 9l

lvlotsushito Electric lndusttiol Co. {Jopon}/Chino Huolo Elechic
Ltd. (liooning)

Ii nincd ioint \ crrtrrr( l() l)r(xlr( c \ (ll{s nSoi rrrilli(),r
(.Lrprn:;or.l)lt(;:i(Ir,,) I I r)J

Sego Enterprises (Jopon)/NA
Vill cstulrlish 1r rint r rntulc to prr rluce .rncl nrl.krt clr( rft)ni.
!::rnlc c(luilrn(.lll. l1 ()J.

Unilever NV (Nethedonds, U(/Shonghoi Toothposte Foctory
I'()rnlc(l i()int !cnlrrrr lo prrrrlucc trxrthPusrr in (ilrinu.
(Ntrhtrl:rnrls, lrK:(){I1-1,1.l(ir ()'rl,) I I '()J.

Elechonics ond Compuler Sofh,rrore

CHINA'S INVESTMENTS ABROAD
NA/}{A {lndonesio)

Will l)uil(l (ride c!-nter in Indon!'sil k) (lisplay ancl sell Chinesc
producrs. 12,/93.

Environmeniol Technology ond Equipment

INVESTMENTS IN CHINA
A. Ahlshon Corp. {Finlondl/NA (Beiiing)

Nrill lxr ilcl ( lcll n lrrr rring. norr I)( )l[rting ln )iler svslrnrs. I 1 '9-3

Ministry of *ience ond Technology lBrozil)/Chino Notionol
Aerospoce lndustry Corp.

vill rlcvrl,rp turr c:rrrh-resorrrccs srrrrcl setcllites k) rn(ntit()r
.rt uosphcr i,. lx rl[ui, rr. li rn,st rcscrr rs. enrl otltcr nrLnrrr l

rcs()u,1'rs. Slio Irilli()n (llr1l7il:J0')1, PR(l:7()",) 11,9-1.

OTHER

Wodd Eonk
Will providc Chinii with interest-free loan for water
improvement proiecls. $110 lnilli()n. 12193.
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INVESTMENTS IN CHINA
Digitol Equipment Corp. {U5l/Chino Aerospoce Corp.

linrnell llur l)i(innputcr I-t(l to lirrtrs ol,l ltiglt-cnd eorllPtrttl
$ ( n kslrti()ns, rnltinljcrinjt s( )ti\\ lrr ilpl)li( ltions, nctu or'ks, lrrrcl
svslrnrs int(grxti()n $-2.8 nrilli()n l.,l 9J

Dupont Chino Holding Co. [td., holding compony of E.l. du Pont
de Nemours qnd Co. IUS)/Guongdong Dongguong Eleckonics
Corp.

Ii)rrncd i()int \'( rrturt to lrroducr rltctrrnir' rretrliuls IrI
nli('r()c,rcuils. $I J nrilli()n. I-.1,'9J.

Generql Electric Co. IUS)/Shonghoi Joiboo lndustry &
Commerce Co.

F(r',nrLl i()inr vcnlurc l() n nuti('Iur( lln(l s(,ll ligllrinl.a l)r()(l (1s

i,1 Chin:1. ( t rS:()5,1;,PRC]J il ). l-2,91.

lng. C. Olivetli & C. SpA lltolyl/lndustriol ond Commerciol Bonk
of Chino

\\'ill Irintlr cstsblish f'ric()n to pft)clucc rLr()nra{i( rcllrr
nr:lchin(s (A'lNIs) in Zh(ngsllxn. (lurn.qd(nrg I)r()\ ill(e. ll 9.J.

Shorp Corp. (Jopon)
vill est.rhlish plnrt()c()pi(r plxnl io (lhrngsllu.-,iirngso l)r()\'incc.
t_t 9l

Frobel Pte Co. {Singopore)/Ministry of Eledronics lndustry
Ilslulrislrrd ioint \rntuft in llritirlgs SlLrng(li lnii)rnnti(nr
l)rrrl()pr)trnt Z()n!' () l)ro([rae I lu:rsun Sparc rvrx'kstutions encl
s()li\\':r(. S{ nrilli(n. (Sinltxpo.r:5(v',i, l)R(l:S01li,) I 1,9J.

Mohushito Electric lndustriol Co. Uopqnl/Chino Huolu Elecrric
l.td. (Dolionl

\\iill linr j()jnt r(nlor( io l.ix(nring I)r(^,in('c t() nr(xlLr('c VCll
tornlxrnrnts. Stl.l..l millioo I I 93.

I'hilips Electronics lW (Netherlqndr)/Shonghoi Yoming Electric
lomp Works

ti)rnr(d l'}hilips & \'xrniog Lightinll Lt(|. t() Prrrlucc liglrting
l)r(xltr.ts. ( Ncl hcrlil nds()(y'! l'R(; .r0rri, ). I I '9J.

Engineering ond Conshuction

INVESTMENTS IN CHINA
Onodq Cement Co. ttd. (Jopon), Mihui & Co. ttd. Uopon)/Stote
Row Moteriols lnvestment Corp. lBeiiing), Noniing Yongke
Rivr Cement (Group) Corp.

lJ( !irrr c( )nslnr( ti()n r )l .! rI!'nl !('ol!rr('. S l() r nrilli( )11

(.lirl)l1r:;1",, PR(l:+JLrtr). l2 91.

I'revio lntemotionol Corp. (USl

N ill llcll) l)uilLl \\'xreh( )use in (linjl(lr() ti)r h rrrdccl trrrdr.
stolugt. conrrnrxlitr txhihition. unrl nurtol vrlrrclc esscnrbly
S l(l nrilli{)D. ll ')1.

5r



Food ond Food Processing

Foreign Assisbnce

Asion Development Bonk
Pro'icted kun to China Agril)usincss I)eveloprnent TrLrsI irnd
Invcstmenl C()rp. (CAD'l'lC) t() xid srlall an<l rncdiunr-sizetl
to\\nship cnlerprisrs. $50 million. l219-1.

tbt
Vill provide loans to BOC to purchase ltalian equipmenr and
technology. $150 million. l219-1.

UNDP
Provided grant to Yunnan Province to help eliminate poverty
$1 nrillion. l2193.

Czech Republic/PRC
Silinrd first cc(nnnniL ilo(l (r:l(lc irgrecnlrnt I l/9-]

Jopon
$/ill provide aid for education, n'redicines, and environmentrl
protection in China. $92 million. 1,1/93.

OTHER

Conqdq-Chinq Child tleolth Foundqtion lConodo)/Ministry of
Public Heolth

I)( nl:rtc(l 5J l)i! k'uP r|ur ks ti rr chil,.l hcllth c xr. proiccts in

l(x)r nrrll rrcxs ol (ihinr. I1,9J.

Joponese Orgonizotion for lnternotionql Cooperotion in Fomily
Plonning (Jopon)/Ministry of Public Heolth

I)(nlulL(l l)r)l() \il((in(s tin in)nrLrnizrli(nl l)r()rllID. $-]. r

n)ilI(ni. I l.9J

Ivletols, Minerols, ond Mining

INVESTMENTS IN CHINA
Adwnced Mqreriol Rercurces hd. lConodo)/Zibo Rore Eqrth
Fo<iory l5hondongl

F(rrned i()int \'L'nture to enhlnce lirckrry's crpucitv t() pr()ccss
rrft eurth (hl{)ridc 12,'9J.

Dqvy Corp. IUK)/Tioniin Steel Tubing Corp,
Ilstxl)lisllc(l j()inl venturc to prrrlut'c sponge iron. l219.1

Technology ond Mo*eting Consulting Heme Ltd.
(Germony)/Chino Mine ond Cool Equipment Corp., Chino Cool
lndustry Technology Consultoncy Committee

Ii5l:rl)lish(,(l sin() (l( rnr:rn'l L'('hn()l(,9\ (jx)lxl'lrIi()n (i). in
In rtr Fr,,l,t,. r,,r, ,, , /r.,Ir. .,"i1\'|lrtt,.r] i,trL,( I' t..i \(1 ,,,1

ll9J

De Beers Group (South AIricq)/NA
willestil)lish w (lixmontl prrrcssing pllnt in Shxnghri
I l/93.

Pockoging, Pulp, ond Poper

INVESTMENTS IN CHINA
PepsiCo, lnc. IUS)

vill opcn lx)ttling plant in Si(lruln. S10.5 rrrillknl. I2l9J.

Arqb Economic Development Foundolion (Kuwoitl/Shontou
Oceon Polyesler Slice Fociory lGuongdong)

Will pr)drrce polleslcr chips 1o inrprove fix and clrink
peckaging. S2u million. l2191.

Hunhmon Conti Corp. (US)/Sinopec Greot Woll lube Oil Co.,
Chinq Petrpchemicol lntemotionol Co.

['()fl]rcd Hunlsnxin (ireet Well Co. to mantrftldurc polyst)'rcne
prck:lging in B(ijing. 59 n)illiur. ( t'S:adlqlFl'jR(::,|\v\t). l2/t)3.

Pon Pocific Publicotions (5ingopore)/Eeiiing No, 3 Printing
House

will foml j()inc\.cnlure conpirny t() print comnrrrciel paper
pnrltrcts iirr l<ral ancli)rcign rnarkcts. $l millir)n.
(Singapore:fi)9l, I'RC:.i0%) I 1/9-i.

Equipment

INVESTMENTS IN CHINA
Royol Dutth-Shell Group (UK)/CNOOC, Sinopec, Chino
Merchonr Holding Co.

Will c(nrstnrct i()int-\,cnture rellnery in I luizh()u, (lLrangd(rlg

l)r()\'inc('. S r hilli<,n. (trK:5(yl,o PR(l:5()qt). 11,91.

OTHER

Esso Chinq Ud., o subsidiory of Exxon (US)/CNOOC
Signc(l contract t() cxpkrre lirl oil ancl ges in Exsl Chine Sca
t2i9a.

Royol Dutth.Shell Group (UK/CNOOC
Signed conttuct for oilexploration in Hast China Sea. l2l9J.

Teikoku Oil Co. (Jopon), Jopon Perroleum Explorotion Co.

Uqponl/CNOOC
Obteincd rights to explore li)r oil in Exsl Chinl Sex. l2l9-J.

Mo.xus Energy Corp. IUS)/CNOOC
Signecl rwo contrrcG li)r ()il cxpkxxti()n in Erst Chinx St,il.
t t/t)3.
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CHINA'S IMPORTS

US Deporlment ol Agriculture
\\:ill (\lr)rt Vrshingt()n strllc ul)l)lcs l{) (;hin:1. Il.9J.

Medicol Equipment ond Devices

INVESTMENTS IN CHINA
Medcross, lnc. (US)/Chinq Norionql Equipment ond Supplies
lmpo+Export Shenyong Corp. (CNMCI

Ir(nIl(l sllcoyrDlt Nl((lcIr)ss Ilul,rr(i M((I('lll }i(luil)nl(nt (i)
l-(1. t() c\l)on Dledicrl irnrlling rqLrhn)cnt lo (lhine unrl
pI1)!irlt l)xrls irn(l st11icc. Sll0,(X)0. (tlS:51","1'lR(l: l9h). ll,9J.

CHINA'S IMPORTS

Oreqnic Coql (Austrolio)/NA {Guongdong)
Nrll \(ll iSo.o0ol(nrnr'sr)l sl(lllring(()rl lil r rnrllion. ll')J.

OTHER

Sunds Defibrutor lSweden)
Opcned rcprcsentxtive ofhcc in Beijing- 1l/91.

Peholeum, Noturol Gos, ond Reloud



Phormoceuticols

Porh ond Shipping

INVESTMENTS IN CHINA
CWI Distributioo [td. (Singopore)/Fuzhou tl,orbor Contoiner
cory.

Will iointlv dcvcIrP dcpot lnrl i;rigln stili(nr in Iiriiln
l)r()\'in(r. SlJ.-a- nrilli()o ( Sing:rp( )rc:.ry ,, I)RC:i I r,) ll t)J.

OTHER

T1'€ Porr Adhority d New Yo* qnd New Jerscy (USl/Porr ol
Shonghoi

signl](l "sistr'r' 
t)( n1" irgrccnrent to lirstcr lrttt( r lrxdc r( lxli()n\.

ll93

Power Crenerolion Eguipment

INVESTMEMS IN CHINA
Hilochi lld. [hpon)/t,lA

Will establish joani venrure to pnxluce and sell control slsrcms
k>r thermal grwcr geneation in Chinu. $2.7 million.
{q,a'o4Ut>l'RC6tJYo). 1 2/ 93.

Property Monogement ond Development

INVESTMEMS IN CHINA
Accor Ask Pqcifrc (HlQ/Huong He Co., Coostruction A,loiedols
Supplies Co.

\1/ill ,r)iotl! r,\\ n rn(l rnunugc hotcl in.lirrirn. Sl)xnd(ntg
l)r()\in(c SJI)|nilli(nr lllti:15'r*l'll(i:-i r,). ll ()1.

Americon Pqcific lnlemolirnol lrwestment Co. Ud. (US),

Amerkon Seouty lniemolionol Enterprise Co. Lld. IUS)/NA
(lhinon)

-h)inlh' estrl)lish((l lll( Shcnzlr()Lr l'cninl'Lrl:lr lntcrnrli{)nll
'lrilvcliog & ll('(rexlr()n (!ntcr. Il/9.a.

Keppl Co?. l5ingopors)/l,lA Uiongsul
\\ rll ;orntlr tl,.rtloP Suzhou IndrrstriuI lixvn\hip ll t)J

l{A ltinhnd)/ilA ltiooning)
\\ ill est.rblish iodLrsrriJl purk in slr(n\;roS r() l').(rI()t(
iD\,cstm(nt ir) snlilll encl rrlecliurr rire(l cnl(:rpriscs. I l'()J

Telecommunicotions

INVESTMENTS IN CHINA
Chomflrn Technology Holdings IHK/B€iiing Jitong
Communicolions ond Technology

Il,ulrisl)(,d i()int vcnt!rrc to nranufadurc tcle((rr)nrLrnicilli()ns
cqLriprr)(nl. SJ nilli()n. ( tl K:5(lrtFl'RC:5()'1, ). l.l 9i

Pirelli SpA (llolr/lbumo C€bh Foclory
li)rlrr((l i()inl (entrlrc Io rnanulicture ancl st ll r'opprr rncl fihr-
optr( (rl)l!,. $r2.7 nrilli(m. I I 93.

OlHER
World Sonk

Vill pnrvide loan to help rcstructure telecomnlunications
syritenrs in China. $250 milln)n. 12,/9J.

Bull HN lnformotbn Syciems ttd. (HK
()l)cnc(l r(presrnt:llr\t ollir( rn (iulngzhorr ll r)t

Textiles ond Apporel

INVESTMENTS IN CHINA
PepsiCo, lnc, {US}/},|A lSkhuon)

li\trrl)lislrcd t{,inl-r'(rttur! .ilk ((nDprn\. ll 9J.

Brother lndusties hd. [opon]/Chino Stondod Sowing Mochine
lGroup) Corp.

lislrhlirhc(l \idn llnnlrr.r Strrndlrrcl Inelrrstri:rl (i). i()irrt rcntu(.
l() pr(,(lu(( \(\\ ing (luipnl(nl S-t(lmilli(nr (.hl)ln(n) -
l,R(t: lrr' ) ll 9J.

te ftinlrmps (fronce|
will()l)cn sh()p in ShrLnghriJncl provid( mrnirgcrDcnt systcnls,
opcrrting nrcthrxls. irlteri()r (lcsign sc'n'ic(s, :lnd rdvcnising
assistlncc. I I '9i
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INVESTMENTS IN CHINA
Cibo€cigy ttd. {Swirzedond)/Beiiing C'enerol Phormoceulicol
Corp., Bciiing t{o. 3 Ptrormoceurkol Foclory

Opcned tkiiing (iil)l (icigr l'hrnnr Ltrl. plant to pnxlrr,.t.unti
rhcuorxti( rn(l roli'i,llkntmeton' nrcrlir'incs. irs rrcll as rlrrrgs
iirrthc ccntrrl oijn()Lls :lnd (irdi()r'u:x!larslslenrt.,$ll rrrillron.
( Switzerlxnd:((Il,'l'l{(l: r(}),i,). 12,/91

CHINA'S INVESTMENTS ABROAD
BOC

Will supply credit t() China Hirl)in Po\r'cr Plant F.quipnrnr
Coryr. to finance salc <)f fDwer gcnecrti()n cquipmcnt and
c()nsuuction ()f fmwer plant in Victnxm. $70.2 millbo. l2l'93.

CHINA'S IMPORIS
Alcotel Serc l5poin)/Chino l,lqlionol lnstrum€ rs lmpod.Expon
c-P.

\'ill scll S l2 s\\'itching s\,slcnt kr incrre;c ouorlx,r of
tclcplurnc lincs io Shunxi. \1lnnun, Xinjiing,:rn<! lnner
Nl()ng()lir. Sl70 rltillnrr. ll,9J.

Siemens AG (Germony)/Guqngzhou llaro Corp. {Guongdong)
will pr()\ idc electricity iln(l tclca{)oxnunicxli(nrs (quipment for
runclrrgrouncl r:rilsysl(nr rD (;urngzh()u. Stl i nrilL()n. ll'9,1.

CHINA'S INVESTMENTS ABROAD
Chino Posts qnd Tehrornmunicolbns lndustry Corp./Spoce
Oevelopment lgen<y d the Tronsporr ond Communicqtions
Minktry frhoihnd

\\ ill lrclp cst:rbli:h ccnt(r io Nr)nlhihuri l'n)\ in(( lin sllrlli(('
tr( lrnok Bi cducrti(nl ll ()J.

Siemens AG Grwp lCrrmony)
\\ ill ('\tJl)lish uorl)r('llx.(nnl)lnv in (lllirrir lr) ((x)r(linrle it\
l)usinL'\\ :l(1i\ itir5. I I 1)J

OIHER
Conodo/PRC

Rrn(wcd hil:rtcr.rl tcxtilc egrccnrenl lirr onc-l(,llr pcri( . l2 9-1.



Tronsporhtion

CHINA'S IMPORTS

Boeing Co. (USl/Wuhon Airlines
\\ ill lc:rst tlrr< t' I|(('inr -J- l(ro.rt! trh \ I I I nrilll(,!r I I (/.1

Airbus lndurtrie lGermony, Fronce, UK, ond SPoin)/Chino
Eostem Airlines (Shonghoi)

sl)l(l ii\ AJ rl)ri11rlrli. Sloo Irilli(rr I I ()J

INVESTMENTS IN CHINA
Concord tloldings (US)/Sichwn Airlines (Chergdul

I(nrrr(11 l(,rrll.\( nltlr! rlrrlrn( |l \'ln) -l'R(lr l(t',,) II ()t

Kqwosoki tteovy lnduskies, Ltd. (Joponl/Benteng Motorcycle
Co. {Guongdongl

l_(nrD(Ll loinl 11n111p1 1r pr'otlLuc Krr\\Isrtki rtrotoRrclt's in

ZhulLr S lJli Irilli()rr llr)J

NA (Gemrony)/Xiomen torklifi lruck Phnt
\ ill cslrl)lisl) t()int \(]nlurc lr) l)nxluce li)rklilt tnrt ks rnrl other
c(luipllr(rrt. $2.11 millirn ll 9J.

Sino-Arob-Africon lnternotionol Group (UAt)/Zhu Kuon
Overseos Development, o Zhuhoi subsidiory ol the Zhu Kuon
Group

\\ ill l( filr \in( 'Arxl) I-nil(\l ,\rr tr )irrl \ ( nluriJ rirlirl( l(, 1)l\'rxl(
I)(t\crn ZlrLrhur .rnd crli(\ rn Ilr( lt rsiro (;trll enLl \ll.ir;r
ll 9t

Pirelli spA lltolyl/Hutthison Chino Trode Holdings (HK)

ls(.rl)lirh.,(l ior)t \ cnlur( l( ) ( ( )nslrLr( I I)lxnt in l)! iiiou t, )

nr:rnrrlur'tLrft rrncl st'll ril(i.ll lrk \ S('..1.5 ttlilli( )n I l ()J.

Miscelloneous

8 yrs in sola: & mngmt (5 in PRCI, PRC

notive, US res, MS. Seeking posn in
Chino-reloted bus. Contoct: Dovid
Wong, Tel: 301 / 47 4'7237 .

POsITIONs WANTED

Americon fluent in Mondorin, 88,4, 3
yrs mrkhg exp in Toiwon seeks firm
interested in enl'ering or exponding in

Toiwon/PRC mrkts. Contqcl: Dom
Morizio Jr., Address: 56 Oceon Ave.,
Oceon Ridge, tt 33434.

oulhorities. Exp in textile prod, mngmt
exp in PRC, notive Eng & fluent Chinese
prelerred. Contoct: S Gitlin, Fox:
212/9U-6867.

Dynomic soles/mrktng co w/nqtn'l soles

force in PRC seeks roles/prod mngr.
Req: fluent Mondorin, solid soles
ond/or morktng exp. Some medicol
bockgmd o plus. Posn bosed in Beiiing.
Send re:ume to: U5 Chino lndurtriol
Exchonge, Boker Wote#ont Plozo, 3rd
Fl,2 Hudson Ploce, Hoboken, NJ
02030

CIASSIFIED AD RAIES

$1O/line, bur-line minimum ($40). 34
chorocters per line, including oll spoces

& punctuotion. Submit only typ'ewritten
ods ond send with poxnent to:

THECHIl{A
BUSIilESSREVIEW
Clossified Advertising
l8l8 N Street, NW
Suite 500
Woshington, DC 20036, USA

A Beiiing notive, US PR, new PhD in
intn'l econ from o moior US univ.
lntelligent, motivohd, relioble. Seeking
o coreer in E. Asiq-relobd bus. Conlocl:
Shown, Tel: 412/681'3027 or
703/764-1066.

92 MBA w/ Generol Morn lv devel-
oping exp in Chino & 4 yrs govt relo-
tion seeking chollenge in PRC & USA.
Green cord. Speok Chinese, English.
Germon. Will relocote. Tel: 718/458-
4339.

US cxtile mfr seeks expot for posn of
GM o[ Shonghoi of{ice. Resp 6r direct-
ing/monoging oll prodn in PRC.
Monoge office o[ 20+ stoff. nego with
subcontrocfors, l,/E cos. trode & govt

CTASSIFIEDS
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OTHER

Wodd Bonk
\\'illpft)vi(le Iur'r t() lrc\r builcltto k0r highway l>etwccn
\ixnirn :rnd ()uxnzh()r.r in Fuiixn lt(^'in(!'. Slr0 Inilli()n. ll'/93.

Deurs.he Woggonbau AG (Germonyl/Wwhong Rolling Sto*
Co. (Hubei)

'I rxnsfened pr(xhr(tion technolrgl'to bLriLl fieezer r:til cxrs i!1

(il)i,rx. 11, t).1.

Through Trcnsport Mutuol lnsuronce Associolion (UK
f:stiblishcd,,\r.ir'l)x( ili( rcltionirl ccntcr irr Il(rog K(1n8. II9J

Volks,rcgien AG (Germqny)
( )l)cn.d firsl (lhin(\( sh()\\ r(x)nr l()r lliu$,'s in ttcijing.
I I 9.1.

INVESTMENTS IN CHINA
Cloro lntemotionol Bequty Treotment Center ond Theropy
Acodemy (Moloysio)/Beiiing Medicol University

l::trrlrlislrtrl lt,rrrrr ((,11(SL in Itt,itin! II ()l

OTHER

Piscer Group (Singopore)/five Rings lHolding) Ud.
l':\txl)lishc(l Qinlrir( () l{es()(rrces I)crcl()|ntcnt i()int venltlrc k)
crr,1'()Lrt l)ilulcrxl trx(ling xnd inv(sln)( nl irclivitirs.
(singitl)()rr:5(l',-l)R(l:irlri,) l2'93

MBA doing bus w,/ Chinq seeking job
relored ro PRC. M,28, fluent in
English,/Chinese. Exp'd w/ Chino bus.

Willing to relocote. Contoct: Dovid,
I el /F ox: 607 /7 48'7 388.

MBA mktg/BA intn'l bus, 6 yrs in imp-

exp, set up iv/soles nework in PRC.

Exlnsive connection in Shonghoi govt.
Seeking intn'l bus/mngmt posn in
Shonghoi. Conlocl: Michoel Zhong, Tel:

7l 8/853-6395 Fox: 7 | I /853'7809.

US cit seek: coreer *f co in PRC. 5 yrs

exp in PRC, fuent Mondorin. lnl,end 1o

work long-term in PRC. Con trovel or
relocote. Conloct: J. Hendryx, Tel:
503/226-0ssz.

POSITIONS OfFERED
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THE US.CHINA BUSINESS COUNCIT
ofHctRs
(;h:linlun i!l^r kr( r: ll (;tliliNlllit(;
Vi( c (lh:rinT)cnr.kn tN (:. IIlrNnik, III,

Il (niNf'Jflltin \
Sc( (1, ry-'l reJ\u r( r I).\ur) TrNlnr,H
(i)Lrnrcll l.r()u ()r-\rrr. /'!I/l Vi\\r. Rilliul.

ll'ltttt(nt a- (itm$,
l)r(si(lcnt: [],\,\l], ]!1. Arr nrHY)\

go RD of unEcToes
Arr\\ ()rr!\. clniflnx,), .4 bdcui (;n'tl) t'J

l^\tr \'l-. CLAxrir,. vi(( (1tiliflrrn. Pnrlissiorral
irn(l RcSulxk)r) lssucs. Ct},lx,ri {- Lft td

l-{uRI \(ili U'. Ct-\t{Rv,\. (1)rp()t'Jtc \ i((
prcsidcnt, I)l:rnning ;rn(l lnteflr i()n:tl
l)(r ckrpn)!.nr, ll)t' l x'ptlt (,t)

linrN w. (ir(,R(i^s, gl(r)xl ({)nsuhitnr,
'll1( (,i )t:a-Lbld (,b.

(;rr^u) M. Cu,\\.8ft)llp prrsklcnl. /'7rlr/r

\1^r Rr( r R. Cfir'r'\ru.k(. (,hrimun rn(l (irn.l
(x((utivc (rli(cr. ..1rt (nizn Ir (nk i,ndl

l)^lr \)0. Hrr.p|xr. chxinnxn rnd chicl'
cxccutivc officcr, /?r y/r,.\:r .\b(x,.\brl &r,

lrnr\ (:. lll'\11,r{. lll, viec prcsidenl rnd
gcncr l nlxnig( r. Fil*rs Asia I)r(ifi(.

l)^lr Ir. l-^k!,\.lt(,Up l)rcsid.nt, \I'()rld
Milling Indusrrics ( ;fi )Up, L:ont inltt.tl

wAsHttGTo{ offtcE
l)rrstlrnl: I) )\, t, Nl. r\NtniRs()\
Vi(\' l'frsidcnt: Kifl \ Kr lr.(ikt'N.lr 1r
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way we'll succeed is by helping

you to do the same.

{D
HongkongBank

n.,rtr7 IISBC lnxq

Your Fulure ls Our Futuri:

Like the horse poised on the sparrow, companies

venturing inlo China must show deliberation as well

as dispatch.

At HongkongBank we know that there is much

more to efficiency than speed alone.

Our goal, therefore, is nol only to respond swiftly

to your needs, but to complement that service with

tried and tested business advice.

When it comes to trade finance, for example, with

our advanced telecommunications network, we can

ensure that your business transactions are processed

without delay.

But more importantly, our experience of China

trade dates back well over a hundred years to the day

we opened our Shanghai branch in 1865. An expertise

that currently spans nine offices strategically located

in major business cities throughout China.

So before you sprint out of the starting gates into

the China market. you'd be well advised to pace the

course with a seasoned runner.

After all, we know that the only
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SuccESS lN CH|NA REoUTRES A DEL|CATE BALANCE BETWEEN MoMENTUM AND CoNTRoL.
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