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TRENDS & ISSUES

China s Nrtkrnrl Pcoplc s

Conlqress ( N l)C ) rrrncludccl
its spring sessk)n xt the cnd
()f luarch .rticr nanrinS se!.
cral fantiliar faccs to ncs
le'aclcrship p()siti()ns. P!rt)'
se('rct:lr_v Jiang Zenrin rc-
placcd Yang shxngkun as

prcsidcnt, Clrina lntcrn -

lionxl l nlst xnd Iilvcslrlrcnt
C()rp. ( Cl'T IC ) Chiirnrrn
R()nB Yiren resignccl frcru
his Cl'll(l post to bcc(nnc
v ic(j prcsidcnt. ancl Vicc
I)renricr zhu Rongii w:ls

Zhu Rongli

A FN Decision Looms
Springrinr( in \vlshinrit()n rDcxns J

stnrll hencath the chern hlossonrs and

lnollrer nos'lnnu:ll rituxl: thc dcl)itc
o|cr rtncrv:rl ()l (:hinxs Mosl ltavored
\xtion (IlrN) tr:rrle sl:rtus. fhis Ycrr,
h,rs'crcr. lttcntion lus shilictl tirrnr thc
(j)ngre:ii l() lh(] \\'llitc ll()u:'(. (:(nr('rctc

nts's ol'lhc l)('\i(ienl s (:hinil p()li(\' hxs

lrr.cn rl,r$ t) (,nl( rg( drrc t,, dt luvs rn

lhc c()nfirnr:rtirrrrt ol se\,cral kcv rnelt-
ftrs of (llhton s lirrcign policy teunr and

iln intcr-rgcncv prlir,r' re licu' on Chine

^(-vt.ral rrrcnrlrtrs rrl tirngrlrs rrlrrr rn

Love ond Commerce
llaving enrrlrragcd li)rcign participit-

ti()n in its natir:nal cconorny for ovcr a

dc<adc. Chincse othcials now secm to be

activcly yrronroting an(rthcr typc (r'ovcr-
scas involvemcnl: krvc----<rr at least. nrar-

rilge. I.xst llll. thc Shanghai mLrnicipxl

Ll()\'('rnrllcnl r,pt nc'cl tlrr' (.hin:l li)r('irlIt
M3rriage IJurcJu to hclp lovclorn krals
mcct potcntixl lirrcign nrates. Thc hurr.,lu

clainrs to huvc hclpccl 5 couples to thc el

tar and has playcd Cupid [<rr rnother i0
prospcctivc pairs. V'(rncn cornprise tl5
pcrccnt ol'the Clrincs(' (ilizcns rcgislcrcd

with the hureau; many claim to be t<xr

shy r<l pursue foreign ronances on their
own-'fo date, the fbreign response has

lrccn strongest from overseas Chinese
men,

A mamage hrokcrage in Koh(. Jrp n is

also actively helping such bashfirl brides.

A photographic ad touting prospective
Chinese wives has reponedly drawn hun-

dreds o[ responses frcm hopeful.lapanesc
grq)ms since it first appcarcd last Decem

hcr. The hrokerage 6rm alaims to havc in-

tr<xluced a few couples, though none has

4 Ihe Chino Buriners Review Moy -June i 993

NPC Approves Leodership ond AAinisteriol Chonges

nrrrcd crctutir,t tirt prc Jiong Zemin
rDier. lhc ()llrcr l)[ernicrs
J,'( li)llr( r \l:rl( l'l:r)rtirU] (.,r1)rrrllssi()tl

hcarl ZoLr.Jiahtte. lint'illn Ministcr Qirn

(]ichcn. lncl l-i l-rnqing, li)rnr(rl) nrinisl(r
()l Ih(- iuinistD r)l Foreign1..(n1(nnic llclir

tions and 'frirde (MOFERT).

(]()ntrxry to carlicr rulnors
that he woultl slcp down. Li

l'cng \\'as rc:lpp()intcd pre-

nricr. l)ut l0 pcrcent of the
NI'o clclcgatcs reportedl)
abstained fronr voting for
him-a sign of l-i s lingering
unJxrpularity.

'lhc Nl'C :rls() appnrved a

cenlrul govc"mntent reorgani-
z-ation, including chlnges kr
thc fl(()n(rnic ilnd Trade Of-
ficc, M()l!lRT, rnd a nun-
ber of otlrcr ministrics. 7bc

CIrr? will rep()rt funlrcr de-

tails on thc NPC and thc
ncw nrinisterial devclopn]ents iu lhc.July-
Augusl isstl(. \.'l.W

7

I

r
\

I>

pilst yrars have led tlrc fight against
IIFN rcnc\\Jl. suelt as I{cprr'.entaltrc
Nancy Pel()si (D-CA) xnd Senator
Ccorgc i\litchell ( I)-ME). hrve indicatcd
tlrat thev *'ill again subnrit legislati<xr

att!clring conditions t() Chinx-s 1\1li\ rc-

nc$al. As 7h,Cll( grx:s lrr Press. hos
cvtr'. r'ro such bills hlve hcen intr()
.lrrccd. ln irc'1. rcr'crltl l)(nr(,('r.rti('
nremltrs in l'xrth hotrscs of Congrcss
h:l'\'e infornlc-d the President thxt llrrl
do not want to hroech tlre subjcct ()f

l('gislativc eonditions again (.sft, p.9 ).

'lhc Pr(sidcnt. lirr his pan. lus nraclc

no dclinitivc rlJtcrncnt ()n (lhin:I. Rc

ccnt tcslinl(,nt hy S(j(-rclilt\'()l Sl lc
\:rrrcn Cltrislo|rlrt r unrl l)tptttv Assrr-

t:lnt Secrct.rr\' f()r flirsl Asix \X'inst()n
lrrrrl. Itoslrcr. inrlit.ttc's tlrrt tltc l'reri.
rlcnt s'ill rcncu' (,hinl s IlfN ttirde :'ll-
tus sul)ic('t l() -l)r()grcsr" in x nunrl\r ()l'

irras ll()$ the Atkninistntion rr'ill clt-
finr. antl 'ct,k t( ' J(hicvc this -l)ft)!{r( 5rr.

hoq,cvcr, proh:rhlv u ill not lx rcr'celcd

untrl.lun( .a-th( (l(.rtllin( lirr tlrc l'r(si.
clcnt s clccision ()n IUIjN rcnc$':ll.-Pl,

lnnounced wedcling plans.
'lh('l{)wn r, l)il(liu/huJnE in TiJnjin

nlunicipality scenrs lo havc donc the
nurriagc agencics onc l)etler. 1he village
will supposedly attracl overseas iovcst-
rncnt by scnding 100 studcnts alrroad to
*'rxr foreign l)ridcsi clch succcssful
Ronrco o'ill thcn l)c re*,iLrcicd. According
t() press rcfx)ns. thc vilhgc hcadman pr<>

clainred thet Anyone u'ho snags a lirr-
cign lrriclc will gct ir lxruntl: if you hag a
hig txrssman s daughter, rrrrr'll gct a hig
lrrrtrnlv. -AAf
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Torim Tempts

Foreign Bidders

Bidding on oil exploration rigltts in
the Tarim Basin closed ar rhe end of
March. but not bcfore 62 companies
from 17 countries had tossed thcir hats
into rh( ring. Once off-limits lo forergn
participation. the Tarim area was
opened to overseas companics last year
(see Tbe CBR, November-December
1D2, p.11. Some 20 US companici were
among rhe bidders eager to develop the
Tarim oil fields, which are rcponed to
conrain the world's largest untouched re-

seryes.

Trode Tolk
Early statislics from the newly rcnamcd

Ministry of For(ign Tradr and E(1rn(,mi(
Cooperatioo (MOf-fEC) show China rdn

a $1.17 billion trade dcficil in thc first
quaner of 1993. Expons were up 7.4 per-
cent over the same period of 1992 to
$16.09 billion, while imports rose 25.4
percent to $7.26 billion.

RentolWheels
Hit Shonghoi

AiminS at thosc ready to venture onto
China's 8r()wing network of highways,
Hcrtz Corp. has formed a joint-venture
rentirl agency with Shanghai Dazhong
Taxi. Hcnz is prcparing a fleet of tl00 reg-

ular and luxury autonrobiles to be on the
()ads of Shanghai and elsewhere in China

by 1995. Vehicles nray be leased for as lit-
tlc as two houni or as long as thrce years.

Drivem rvill also lr availablc for those not
willing to tackle Chinesc trafhc.

Kudos for Chino
In J rcccnt rep(,rl ()n 20 enler8inS

markets. Chind outranked a number of
other devcl()ping countries in manage-
ment. finance. tcchnology. infrastructure,
and othcr faoors. The study. published
by the Vorld Economic Forum and the
lntcrnalional lnstitute for Managemenl
f)cvck)pment in S\r'itzerland. notcd that
(:hrnJ \rJs lar nttrrc atlractivc to forcign
investors lhan manv Eastcm and Central

Flur()pcan nations, which continue to be
plagucd by poor living standards and
lack o[ lcccss to crcdit.

ADVEIEil{G OfHCE
Aga

Donid Roodoo
3 fl, flrc Ccnh! tlto*

287-299 Auan'r Rd., Cqrfd
Hoig Kong

Td: 852/ 5a24327 Fou; 852/ 5L341$
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New
Bonds lssued

lssuing bonds has become a popular
way to raise capiral in China in recent
years. Thus far, bond issues have been
aimed primarily at Chinese citizens, who
seem to have become unenthusiastic
about some ofthe recent issues.

Guangdong officials are taking a dif-
ferent tack, targeting a new bond issue at
foreigners. The Guangdong lntemational
Trust and lnvestment Corp. (GmC) re-
cently announced plans to sell $150 mil-
lion worth of five-year, floating-rate
bonds in Europe. Aimed at institutional
investors. the bond issue is to he under-
wrinen by Union Bank of Switzerland.

Japanese investors also now have a

chance to buy Chinese hond.s. In April,
the Fuiian Investment Enterprise Corp.
offered YlO billion wonh of shon-term
"samurai" bonds. The two-and-a-half
year bonds will yield 4.03J pcrcent,
about the same as comparable bon<Is in-

sued by theJapanese govemment.

Olympic Fever
tle'iiing s frantic road and airpon con-

slruclion in recent yeilrs seems to have
paid off. as China s capital n()\r' appears
to have a grxrd chance of hosting the
Olympics in the ycar 2000. Once consid-
cred l l()nlE-shol candidltc. lleiiing re-
ponedly has edged up to front-runner
S)'dney (Manchester. Brasilia. Ikrlin. and
lstanl'rul arc thc other clndidiltcs). On a

rqccnl visit lo lleiiing, lnternational
Olympic Conunittec ( IOC) officials were
feted throughout the Chinese capital: lc>

cal olhcials cven shut down several coal-
l)urning fxrwcr plants to clear the skies
of smoke plumes.

The IOC s decision, (o be announced
in september. could irk some human
rights activists, who have threatened to
boycott a llcijintq-based olympics. Road

signs all ovcr the country, though, are
already heralding China's clain to the
first Olympiad of the new cenrury.
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Keepin theI

A s thc (llint()n Adminislritiony'\ t,.g", \(lrtins inr(, !{hj,trins..)n

/A in i"l,r,,r*. i ,lcci.lc.l rlr. rinr.
, l*rr ,,g,,, l.) tr:rv(.r ro A\r:l ro
gatrgc tltc concerns of orcmltr cornpa-
nics rnd (nrr c(Nn(crparts in Ik)ng Kon{]
ancl (ll:ina ()n tls-(lhina comrrcrcial rela-

ti()ns. Acconrpanicd l)y J()lm Frisbie, the
(lirector ol thc (i)un(ils Ilciiing ()lncc, I
jrl)( nl tw() prrrdttctrvc wc( k:' in lr('iling.
Shanghai, alrd llong Kong fr()m f'el)ru?Iry

27-iVxr(i l.l. Our rnectings in rll thrcc
citics provided ()pp() unities lirr rrsrful
t'xt'lt:tngc's rrn selcr:tl isstrcr: Clinton :
(;hinx p(ri(y, Ohinls cconornit pertirr-
ntlncc an<i rclirrms, an<l ['S trilde ind
investrncnl pr()sl)c(ls. In lknUa K()ng ivc
.rl.r, rr itrrt,srcr.l Iir\l lllnd rh( l(rrit,)n \
slrxinc(l rchti()ns rvirh Ikijing.

()ur )cctings in llei,ing $cre lrcl<l

rlith high-lcvcl lxrsonncl, lnd includccl
tlisctrssions \\'ith \Vxng Zltongyu, thc
rt'centll' appointccl ministcr ol thc ncs
SlJtc [(r)nrnrri(' unrl l'rrclt (i,rrlrrrr\.ir)n
(li)rn)erlv the !i()n{)nric Tradc ()ffi.c),
xn(l Vi( ( l\rinistcr Yu Xixosong. l lrc
(:r)n)rtissi(xr rrill lrt'pllting u grou'ing
rolc in lhc lirrmuhtion end irnplenrente-

ti(nl ()l (lhinx s cconornic ancl traclt poli-
(r('s. A\ tlr( (inrrr(il hJs lrrr.l l *rrrLing-
lcr,cl rclutionship u'ith the group lirr rxer
ll yqar, il $ls itnp()nxnl l() intr<xluce tlte
(i)uncil rl a scnior lcvcl lo thcsc ncu

players. !(re also met with a number of
old friends in the Statc C()uncil. State

Planning Conrmisrion (sPC), and thc
Ministry of Foreign Ec()nonric Rclxtions
and Traclc (MOFERT). which has now
been reorganized as the new Ministry of
Forcign Trade anrl Econont ic
Cooperation (MOFTEC).

As expccted, thc Chinese w('rc eilgcr
to hear our assessment of how Congress
and the new Adfilinislr:rti()n worrl<l han-

dle the issue of lVos( f'avored Nati()n
(MFN) trading slatus for China. Our dis-

cussions c<lvered thc' thrce mrj()r arels ()f

contcntion in the MFN debate: human
rigl)ls. nu(lcJr :ln(l mis:rrle prrrlifcrrtrr,n.
enrl tht, bilatt,rll lrr(le (k,6cit I slressc(l

t,) thc Clrinesc that :rhh()ugh pr()lif(.rati('n

and tradc problcnrs ctrrrently secnr to hc
getting less puhlic xttenti()n than human
rights concerns, these issucs still pose
serious hazards t() MIrN renc\\,a|. On thc
ques(ion ()f the tradc dcficil, I (,mpha-

sized thal it is essenlial thal China sh()rv

progrcss in inrplcolenting the nrarket
access agreemcnt signed n'ith the t'S
Trade Rcprcsentative last [all. Ialso
encouraged tlre Chin<'se t() incrcxsc
imports fionr thc ( hitcd stltcs. prnicular-
l,v of big-ticket, highly visihlc irenrs such

as aircraft and'Jutos. SPC Vicc Chairnrtn
Gan Ziyu respondcd that Chin ri r(nal
imgrns likely will increase by l.i pcrcc'nl

Diol

Recent discussions in

Beiiing indicote
bright prospects for
exporters, but foreign
exchonge-boloncing
difficulties still loom
for investors
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thir'\'crr. rrn(l i\l()ljl:R'l Vi(( Ilinisler
li)rrg Zlligu:lng sui(l lre cstioLr(es inr}rrls
frorn tlrt l nitt.rl sllrt(s \\ill in(.rcusc irt il
sliglrtlr ltiglrcr rrtr. ()I li-.10 l)('r((.nI.

Tlrr nrrrs rrlrs lrss rlrnrtrinc lor lS
in!(st()rs. In l)()tlr llciiing.tnrl Shunghei

Chinese trode

officials estimoted

US exports to

Chino would

increose 15'2O

percent this yeor.

$'c nrct Nilh x null]l)cr ()l (ilunr'il nrenl-
lrr colnp:tnics tlt;rt cXprcssecl rrur'crns
lulxrLtt lirreign crcltang< l:uluncing. Ilost
()l lltc i()inl v( otuls r))xollgcrs \\'ith
s'lr,rrrr rrc, tulkctl s.rirl tlr.rt tlrr.. grorring
sprclttl lttsccrt tlr< rrlfi<iul untl tltr ssup
ccnler rxrlt:.rngc relcs. ;rs 's cll ls llre r'trr-

rcnl slrrn:rge rrl ckrll:rrs ()r tllc Drilrk(ls.
\\'is cr(.ltin.q rlifiicLrltics li)r lhcir \ cn-
trlr(s. ()trr (lltincsc (()unt(rpilns. ho$cr-
er. ()llt,rt,tl littlc cncotrrirgcnrcnl lhlrt
rt,lic,t is in \iIl)t. slJt(. (l()un( il I)cl)ut\
Sccr'ct.rrt (ir'rtcr'rrl II( (.1)urtlirt. ()r)(' ()l
(ihinlr':, on)sl lrrr(lrr rri(utir c sPokcsllerrplc
(nr lhi:, iisu(. \.li(l llrill s\\ril) rirlcs l)r(l
Itt,n clrivc'n rrp by:rn inr'r'elrsing nLrnrlx.r'
()l fin'cign u!rt(,rln ises L roking lo lrrrv lirr-
tigrt r'r, lt.rrtg,'.rt ., trrlt( slr,n l',rrti8rt
qt ltrtltgt lto cr's ltlrr c lrccrt r( llr(lilnt l()
scll tlrt ir' ltutrl crrrrc r)Lr' lrt'r'lrrrsc ol
c\l)cclxti()ns ()l (-l)inil s ('nlrr int() lltc
(i('D(rrxl Aurtjcnr(nl rrtr'l:rrill.s lncl'llede
((;,\l_l )irir(l lufllx.r r(.(lu(li()ns in rl]l)()n
lrlrrirr\. .\s tll('sc a()n(lrli{)r)i' filn l)c
c\pcrrc(l rr) ((n)tinuc. ll( in(li(xlc(l tlrJl
llt( \\\xl) nrilrk(1\ ntirl t(nrxi Jt1 r.l|]r(.li-

lulrlc sotrrr r' r)l l,)r( igrl t'rcltlngc lor
s()!rrt. tirl)c Sercr'rl rrllrr'i:rls lo !l\ llr('
g()\etrlrllr',11 (lrrrcnll\ d()(s n(,1 l)lxn l()
scll tirrr'igrr crr.lrurtqe into llrc \\\Jl) nlJr-
kcts trr lrr'in.q rk,urt lrtr.s or int'rt,ust,tltc
\uppl\ rrl l()R'ign ( \clungc. .tntl :trggcsl-
((l thlrl r'(r/rrl,l,/)i a()nrr.nibililt rtntuins a

tc\ rcers erlrr\.'lheir rncss.rgr.rr:rs llLrt
lirrc ign cntt,rgrriscs slrorrld incrcrrse

cxJron sales to earn hartl ('tlrrrne\'-ir)
rupproach rvhich is not lcasiblc lirr nant
((ntlpanies.

ln Shilnghri. s'cTvrrc stnrt'k lrr tlrr
()plin)ism xnd conEdcnct of Lx ul olllcills
thilt rhe ail\ rvill oncc uglin hctrrrnc :r

n1:ri()r Asixn financiel ancl inrlustriel cen-

l(r \\'( nr(l $ilh ne\\l\ :rPPorrll(\l \i(('
\h\'or Sha Lin. \\'ho grle Lrs r (lctrilc(l
hrie6ng on lhe cit)"s l:(1m(nni( (lcvcl{)l}
nlcnt goxls. inclutling phnnecl inrprorc-
nlcnls in thc finilncill, inlixstftrclurc. rn(l
housing scdors. V'ith a (lNI'r.ir()\\'th rillc
of nrore thlrn l+ pcrccnt l:rst Ieltr,
slunghxi is oulpacinli the nutionll avc'r-

lgc. l)ut citv xutlx)ritics scenrrcl conllclent
thx( thcy could implcmcnt <lcvcloprucnt
pluns without triggering r scri()Lrs oLrt-

l)ursl oI intlilti()n.
()rrr visit k) IJ()ng K(n]g (:rn1( ilt il prr-

t icu lx rly i,rtcresling, lrut u'orrisorne.
tirrc lhc (\('ir[rti,,n (,f llr( (()nli(,nl.rti(n']

l)ctwccn Bciiirl{ xn(l fl(}nB KoDF
(;()!rrn()r Chris Prlten ()\'rr tllc g()vcr-
nor's proposals to clpancl clcclcd rcprc-
scnlati()n in H(ntg K()ng. \\'hilc \t $trc
in Ihc tcrrit()n . l)atlcn lirrnr:rllt prt,sentc<l

Itis ploposal 1() H()ng K(nrli s l-cgisl:lli\c
Cotrntil. an x('li()n lhirt prorrtplrcl u vcn-
()Dr()us rcsp()nsc fr()rD llciiing. \l:ri,ll:ln(l
otlitills sith s'hoor rrc spoke g:rrc no
in(lic:lti()n of tnI \ illingncss l() (rnlpr()-
nrisc trn lhc rcprcscntirt i( )n issrrr. cks<rilr-
ing il lls ll "oritllcr ()1 1.)rinciplc ltncl rrnc

on rrhirh (lhinl *ill nrrt girc un inrh.'
-flrtrc is s()rnc rlungcl thut ()fn()n(nti, ()l'

(lhin:r's Il|\ in Wxshin,.(t(xr n)il! tr! t()
,r,izr. , ' t I r , . ( ' r I I r ( 

, 
I I I Il,,r)l.l K,,t)lt-('l n.r

irnp:rssc t() lli(l thcia clus(' in tlrr' !llrN
lc'tttrrlrl lr.rlllt': (ir,rct'tr,,t' Ii.rItctt,.rtII ri.rl
Vilsl)ingt(r'r i11 crrl\' Mrr)' rtncl is tx1'lcclerl
1,, .r(l\t\(. itr,,n8l\ .tglrirrrl .trtlt .rrtrorr
lltt ( oLrrttil ttill l,,ll,rtt tlr( .ilLnlr('r1
il,^r,lr,rnrl r(1n,fl : tr,lrrtl,,l,rttc t. irt

IutLrrc i\\ues ()l 7hr,(-JJll
lrrr.rllr. thi. triP rllrr.tr.rttrl ,,rrl( .ll.I.lrl

tlr( irrpl)nrnt rolc tlrr (i)lroiil rtill hrr. to

l)lir\ .l(l \(xr:' uller its rrr.'utior. Sinr.t'
l9-J. \\ r hlr\ r r\ ()h rrl frorn ;r r elrir.lc I rr

ir)tr()(lucinH I S r'ornpltnrcs to ltn rrntt'stttl.
unknr)\\n nlllrkcl int() u lrlrtlgc ol irrnr
nruni(uti()n h(t\\'(j( n thc Inittrl Stutts
rn(l (.hin Thr' (lruncils ll)ilir\ t() li)st(r
l 5-(;l)inll t()n)n)Lrni(xlir)lr.ln(l (.nsurc thilt
llrc \ ic\\'s (,I Arucr'ir;tn Irrtsincss urt lLrllv

|r.'prtstnlecl tlirlr hclp: \tkngll]('n lh(
l (r(,.r.t gl\ ir)lln,fl.t I \trn,-l S c\(nl,, ti(

relutiorrship.

Plan and manage
your corporate
events in China with
America's #1
China Destination
Managers.

hen PEP1iICO and
TAMBRANDi found that

salcs inccntivs and board mer-tings
can bc gvcn moro <xlmplcx when
relying on compani$ located oYer-
scas, thcy askcd IPI's New York-
bascd cxprts t0 step in. IPI's
prc-cminont gxition and brsiness
nstwork thruWhout China broke
thc gridloc( and prtxided instant
upfront contrul of dctails, day-tt>
day consultancy and supefi on-site
arrangcments in China.

Special Events
Ttlal planning and on-sito im-

plcmcotation of gtNcrnmcnt
and private scctor ovcnts such as

Fortwte 500 tnard mcclings;
Unitcd Nations programs; VIP
diplomatic atrd tradc missioos; gala

.ioint vcr[urc opcnings; other high-
lwcl missiors and evcnls.

lndependent Travel
Cus(rmizcd business or pleas-

ulc trips that pcrfectly match your
ncr-cls: intomational, rcgiona.l,
domr.stic China air, rail and hotels
utnfirma<! before you lcavc; transla-
tion :urd odrcr busincss serviccs.

Visit U.S.A. For
Chinese Delegations

Drmcstic U.S. travcl for
Chinusc dclcgations: visas, flights,
hotcls, sighSr:cing, Chincse-sFzk-
ing guides, cxchangus, elc. Our
bilingual, bicu.ltural staff makes
your guu\ts fccl at homc.

The irulisfensahle
sovce fu Aina
des I inat i ot nanag e ncnl.

InterPaclllc Int'l
iiiiAii t todfrfiiient

212-9s3-6010 (NY) . 80G221-3s94 (US)

IPI
Worl d
Travel

w

1ll Easl 1slh Slreel,
New York. NY 10003
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Successful companies take no chances when
it comes to communications networks. That's
why hundreds of the world's most successful
companies have chosen Hong Kong as a hub for
their private networks.

Hongkong Telecom is a world leader in
advanced voice and dau communicarion. We've
invested in [he latest fibre optic. satellite and

undersea cable technology. purting us in rhe
forefront. We've also inyested in our peoplc, so
you can count on creative and cost-effective
solutions to your communications requirements.

With our long experience in pnvate
networks, we're able to offer the kind of reliable
service successful companies are looking for.
To find out more call + 852 888 2929.

,, II
Hongkong Telecom
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These companies
put their reputation

on our lines.
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Congressmon Homi ton Shines on AAFN SSUE

''N(x\. is the linlc for US busincss l()
nrake their !icr's on Chinr kn()u'n t() thc
Congrcss. (l()ngressnl n l-cc Il.
Hrnrill,)n (l)-l\) rdrisc(l t S-Chinx
Busincss Council (\)mpJnies :rntl ()thcr

memlx'rs of the l]usiness (l()xliti()n li)r
t'S-China Trade. I'he c()ngrcssnuln s April
I spcch addressecl thc nced fi)r thc t'S
la()\'crnnlenl t() ltkc x 'lrcsh look lrt
China polic\'. Thc last thrcc vcrrs have
becn unproductive. llxnlilt()n n()tc(I.
becausc Congress:lnd lhr Whitc lk)use
have ber-n at loggcrhcatls. I)ivcrsc llS
intcresls sul-fcrt'clas a krng list ol bilatcral
(()nccrns bccanrc linkcd to rnntral
rcncrrul r,[ (.hin.r's iU()\t ljil\'()rc(l \iltxn)
( l\{FN ) stxlus.

llamilt(ln un(lerscorccl the signilicant
ties betu,ccn China ancl lhc []nite(l
Strres, sryinli tlrirt 'I,()sing ac(css to thc
Chincsc nlarkct Iirr any relson olrviously
rvould hrrn thc IlS cc()n()ntic rc(()rery
nou' unclcru'ay. Morcovr,r, rlamagc t<r

bilalcral contntcrcill tics cr:ultl lravc u

ncgJtivc intp:lcl on othcr issr.res ol r'on-
cenr to the lnitcd stules. in(lLrdinla tltc
futurcs o[ Hong Kong uncl 'lailr,:rn.
pelcc lncl srallilitf in Asil. irncl thc
sprcatl of \\'cllp()ns throrrghout thc
tleveloping rvorltl.

v.rming tlrat Chin:l iri l(x)
inrp()rt:rnl li)r us t() a(l()pt a

policl' ol l)cn ign neglect,'
Il rnilton. cheirnran of thc
ll()use f()rcign Affa irs
(l()rnoliltcc and a ranking
I)ell)()crur. urged Ihc (;lint()n

Adorinistrati()n to $ork q ilh
(:()ngress t() devr:krp a nen'
strategv f()r dcJling \\-ith
(lhina. llc trllcd firr thc V'hitc
lftrttsc to sho*" delincss lncl
flcxibilirll lncl recornrncndcd
lhxl lhc A(lirinislriltion pursue

i1s l.{oirls in Clrinl through
(lipl()n)irtic prcssu rc, rather
than throrrgh thc MFN renew-
al process. Strch prcssurc
coulcl incluclc rvit h hold ing
:rpprovel lirr tllc transfer of
high-tcchnology irerns. initixF
ing punitivc t:rrifl'.s il intcllecnF
:rl propcrt,v protecti()n rnd
lnrrkct tcccss rttcntoranch are

n()t h()n()rcd. ancl tcnrpcring
llS srrpp()n of Chinl's bicl t<r

cntcr lhc (i('rrcrll Agrcclrcnt
()n lrrilli xnd'Tr.r(lc ((;A'lI).

Representotive Lee Homilton urged the President io
toke fie leod on Chino policy.

I
I

,a7

tr )

_ lhc luto intlustn' is :r 'lx)t' s(,('tr)r in

Chinr n()\\'. rntl h:rs thc p(nentixl t()

lrclp trinr thc l'S trrr.lr r.lclirit $ith
(lhin:r. \tirlc(l Ri(hrlrd Ilrc(her. (lirs(l()r
()l lh( (;()un.il s lJtrsiltcss .\tluisorr
Srn'i(c\. io his st'lrrrnting tunritrLs at ll
5c,l)inur (m lhc (lhincsc arrto incltrsln
on I'clrnrun l(). Rcprcssntiltivcs I'ftntr 26

l-S trrrrtplrnics lrftr|cd \n()\\ rrn(l sl((1 l()

nreet \\'ilh J J0-nrcnrlrtr Ohincsc rklcg;r-
li()n \isiling lllc l'nirc(l Stllr(.s to iclcntilr

lx)Icnlirl l)x,1n(,rs in tl(.arrlo Plrrls lntl
ctxrrfrlrcnts Irusiness.

C() sp()ns()rc(l ht thc (l(}rrncil lrrcl
nrenrlrt'r llrrr' Iirri) (;txlllnr &.li l](.s.
'' llusincss ()l)l)()rl!rnitic\ li)[ lhe

Arrt(ri(Jn Aut(nD(,li\c Indusln in tlrc
l)coplr s Reprrltlir' r)l' (:lrint llJlure(l
pr(s(ntxli()or\ b1' l.i Shouzhong. rice
presiclcnt (,l thc )ixli()nxl r\ul() l):lns
rund Atccssoric. (irrp. :rnd lclder of
tltt' cltlcgltront Zh()Ll I)ciniiln. cc()n(n)t-
r(' ('()un.( i,r .rt tlrr' t.hrnt .t t rrtlrlrrst' ir)

\'irshirrgl()n. l)(.: xnd rcl)rcscntxli\,ei,
li()nl lJ ()l (-hiilr's r4r auto'relulcd cor
pr:rations. Aftcr thc prcscntltions :rnd e

rlLrr'.lr, rtt.:rnrl. ltrtss't r' pcr'r<,t1, p.rn rr r-
prnts t:rlk<l sh<p lt l specill leccption
.lt lhr' ( :hir)r'* cml)!lss\'.

Accr[rliDg t() Li, tl)c (:hincsc aut()
inrlrrstrl'hls n()u'cntcrcd i1s t hird

l)lr sc ()l (l(,\'cl()l)orcnt, wllich is chirr-

x(t( rizc(l l)\ th( 1l(liusln)cnt I() r nur-
ket c('()n(nDy rnd thc chellcnges ol krr
cilln c(x)p(rxti()n :ln(l (rrllpctill(nt l.i
st:llcd lhlll (lllinu s cxisting uut(),nllluu,
I'ilcturin8 i()inl \(,Iurcs-$illl (lllnslcr.
Yolksrr agclr. .ln(l l)cugc()t-l)r\c n()\\
:tchicvc<l l sig,riFt(xnt lcvcl ol I<x;rlizr
ti(n'r ()l l)xrtr. Ih()ugh s(n)rc s\'\trnls \\ill
.(nrtinLrc 1() ln irnPoncd lirr thc lirrr-
:,c,clbk, firturr. l-i also ntcntioncri tl]lrt
u hilc intliridrral :rrrto nrenrrllrcturing
(()q)()r;rti(nts likclv rrill lt gi\'c Dt()r(.

iLLrt()n(nD) (lvcr lhcir rlxtrlirrns. llrrgc
ptrrclrlscs \\ill still r((lllirc i,nport
liccnscs grent(tl l)) u (cntrxl-lcv(.1
(n'gilniz.lti()n.

OUNCIC Welcomes Auto Leoders
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lmporters Discuss Prison Lobor
vashinglon. DC rcprcscntltives ol

the inrpon and lcgal cornrrittccs v()i(cd
their c()nccrns on thc prison lalxrr issuc

to a Ministry of Foreign Econ()nlic
Relations and Trade (MOI+.RT) dcl(Ila-
tion M3rch.J at lhc (i)uncil. l-cd by
l)cpur) l)ir(..ror (,f MoFliR1 :'

l)ep nlncnt of Amcrican and Occanixn
Affaini Shi -lixnxin, lhc dclcgation also

nrct \\'ith [iS g()\'ernnrent agcncics to
d iscuss implemcntltion oI llst
Octolx'r's prison hlxrr Menxrrandunr ol
trnderstJnding ( Nl()ti) het\\'ccn thc
t Inired srates xnd Chinx.

shi strlcd thrt Chinr is sinccre in its
ricsire to adhcrc k) the MOLI. and has
pcrmittcd the tls Cusloms Ser!ice to
visit fivc sitcs suspeoed of using con-
vid lutx)r t() pr<x1ucc- guxls for expon
t() thc Iinited Stxtes. The invcstig.Ltions

revealed no wnrngd()ing. Nevenheless,

Council mcnrhers grinted out tlut the
issu( rcmains a sensitive ()nc in thc
tlnitcd Srrtcs and that China should
continuc t() c\pc(t nl(lrc rllegltions rn

the luturc. -l'he c()nrpanies urged the
(lhincsc t() crpcditc Custo N requests

li,r insl^-cti(nN.

"Fr>r thc ncxl fi\'c-tcn Yetrs mulli-
latcral progranrs sill proriclc an

inlportxnt cntn'p(,int Ii)r liS crl\i'
ronnrcnlal [irms lrrScting (]lrinl.'
slJlc(l Vrncssx l.i(lc Vhil('(nrll) rrl J

\rrli()nitI (:()rnnrilllr' on l S-(lhin:r

Rclrti{)ns hrn.h(()n in \c* \'ork on

l-clrruarr 2(r. \\'llit('()nrl). x:'s()(ixtc
ctlitor ol 7hc r./ll? outlint'rl tltu
lrrold rrrngc ()l ()l)l)()flunitics ()i)(.n

l(, I S.(lr)]l)urlics s(cking t() lxni(i-
pxt( in Cl)in:r'\ lrr.rrlclint cnviron'
lclttlll sccl()t'

,\r'(1,rdinli ro \\'llircrxnl), cnvirr]n-
ntcnlxl rrt()n it()ring, sL\\ull( trclrl-
nlcnt, llilzil(l()us \\'xslc (lisl)():'1r1. llir
pollrrlion contrrrl, :rnrl lrror iclirrg
clclrn rr';rlcr srrP;rlit's lrIr. lrIirrIitr
rlrclls ()utlinc(l in vir-l(l lJlrnk lrIl(l
Asixn l)c\ (l()prrlcnt llilnk corir(xr'
nrcntul protrrnts. linc rgl r'llicieno.
pricing rtlirrnrs. irn(l luel s\\it(lring
(using rln)r(. gas :rnd lt.ss tr)lrl):rre,
r)lller iraclrs \\'l)crr IS tt.thn{)krgirs
lllll\' ('(xt)( int() lt(ir\i(r (lcr)llnd in
(llrinir.

()pp()nuniti(5 outsirlc rrl tlrc r]lul
tilrtcrlllv lirntlctl proglrnrs nuy ll'
srlrn$rtur lir)llrr(l until (:hinir s li\c-
\,clr dc|c[4rrncnt plln:' rttlkt tnri'
ronrncnnl pr()lcclir)n J llishcr p[i(r'i-
t\'. Ilowcrcr. klifln ol (lh rx s slxt(
cntrrprises. rillrrry ()l \\'htll .rrc i|el.
hcie r'rl pnxlrrtcrs ()l hcirl\'in(Ilrrlrirl
gtx s. coulcl pr(^ i(lc nc\\ nrxrk(ls
lix high-t,tfiricnc hrilcrs :tncl rthcr
I S tc(lln()lo8i(s. \\'hit(rmrl) prc(li(t'
cd lllirl lorcillD in\cslrncnl in tlt('
errvir()nnlenlrll sc(lr)r. th()Lrgh Nrl-
come<l lry lleiiing. nlr!'l)u il lc\\
xltriletitc prosPctl f()r or:lnv l S

firnrs in thc ncrr lcrnl, lrs (\)nrl):l,rics

grncrally' grrcilr t() I(sl tll( \\':rl('rs
$'ith dircct sllcs lrcirrc r..rnhurking
()n invcstnlcnt pr()ic(ts.

US Firms Top ADB Funding
Accor(lirg to.lxnrt lhornls, ll5 liili'

soo l() the Asi:ln I)cvcl()l)nrcDt lJxnk
(Al)lJ) in M.rnilrr, l : 6rrrrs lr:r\,t' :r 'h
pcrccnt su((css lttc wlten tltcy lricl orr

Al)l) contrrds. llut. slrc notcci, 'lhcy

only bicl on 3 perr.ent ol the tenders."
'lhorrtirs h<4)cs to spur nn)rc []S (rnnpir-

nies inlo pu,1i(il)ltinB in thc Al)ll s ncirr-

ly $(r lrillion 1993-95 Ohinr pftrgr!nr.
n'hich $'ill li'xlLrre trunsponrti()n. (ncr-
gv, environnl:nlll. ancl otltcr prrjccts.

'lhornas rcnrarkerl that l'S firntr huvc

l)een ver_y c()tlrpclitivc in ()l)txi,ring
<rrnsulllncv sork fundccl l)\' thc AI)ll.
but lrarc hl<l lcss succcss \\'inning pr()-
( rrrelnenl c()nlr:icls. uhirlt com;Trisc
thc ltrlk <;f tlrc h:rnk s lentlitrn. 'll]r,!nils

reconrrnendrtl Ihrt (i)uncil rDrnrhcr
c()mPanics stcl'r up tltcir e[[orts to

se(ur( AI)ll .()nrrxcts. pxrticularly for
llrc lirrs( ((ltriJrn)('nl Pll('l)x.c:' :lnti('i
patccl on :r numl)er ol upcorning pnr
ic(Is. Spr.ilic suggesti()ns irrcltrdctl lirl-
Iowinl.i tllc l)rojcct listings issucrl by the

lrnnk rrorc ckrsely: nrlking sure that

bicls nrcct pr()jccr spe.ificlttions: :lnd
visiting the Al)ll hcad(turrters in
]\'larril:r. tll( Chincsc executing rgencies
rt.sP,rnsrlrh., li,r' I,rrr'trrerrrcrrt. rnd thc
p()ircl silcs lhcnlscl!,(s.

'lhot t\ c.0t be srlktcldl dl-

At a March 29 lunchcon in
Wrshingt()11. I)(:. nretnl)ers ()f thc
Council s Imp()rt (irnmittec clis<rrsserl

l nunrltr of trildc ()hstir(1cs \\'ilh first
S (' (' r ( l J r )' l ) r t i \'ttnlotr:tnrl Scconrl
Sccrctary (lli Ji:rxiang. lroth of thc
Comnrercixl I)ivisi()n ()f the (lhinese

eml'rassy.
'lhc lrlecling focusetl on lhe

prospects firr rcncwal ()l Chinr's Ml'N
trlding st:rtus. with lnnlr (:lrinqse ()ffi-

< ills cxpressing deep concern over tltc
iUt-N debxle this year. ]'hc officials
acknouledgccl thal China shor.rld take
grexter steps t() imp()vc its public rcla-
r('n:, cllirns in tht, I nitcd Statc', lntl
\\'cre reccPtive t() ImP()rt c()mmittec
nremlxr suggcstions.

Following thc mceting, attendces
visited lrrembers of Congress lo stress

llrc ill)ln,rt:ln(c , r[ prcrcn in,] trncondi-
tionrl Mf N lt)r China.

E nviron mento I

Cpportunities
on the Rise
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Chino Cites Progress on Potent Protection
Gao Lulin, director general of the

Chinese Patent Office, met with the
Council's Legal Committee oD March 25

to review China's 1992 revisions to the
Patent Law. Gao pointed out that thc
revisions enlarge both the scope and
terms o[ patent protection for foods,
pharmaccuticals, and agricultural chcmi-
cals in China. For example, protection
now cxtcnds hcyond the manufaouring
prcrclis to the pnxlucrs themselves, and

the durati()n of the patent right has been
lengrhened from 15 years to 20 years for
inventions and from 5 yea$ to 10 years

for industrial designs.

Cao funher noted that unfair competi-
tion laws would be enacted latcr this
year to ensure the confrdentiality of trade
secrets-a concem of many US compa-
nies

China has also taken a number of steps

to prote'ct patents, Cao stated, referring to

the Memorandum of Understanding
(MOU) on intellectual property pro(ection
signed with the United States in early
1992. For example, China acceded to
hoth the Berne Convention and the
tlniversal Copyright Convention last
October. Gao's claim was affirmed lry US

Trade Representative Mickey ttuntor, who
recently restified before Congress that
China had made progress in the area of

Patcnt protection.

AAinistry of Lobor Delegotion Visits Council
In latc March, the Council welcomed

an eight-memher delegation led by
China's Ministry of Labor. The group
visited the United States ro study
Vestern management and labor rela-
tions, wage Frolicies, and other human
resource issues. The delegation's visit
was also in response to a letter from
Council Prcsident Donald Anderson to
Vice Prcmicr Tian Jiyun which oudined
lls investors concems that China was
considering re-establishing wage ceil-
ings [or forcign-!nvested enterprises
(FMs). l)uring the meetings with the
dclcgation, the Council explainecl to
the Chinese thc difficulties that me'mber

companies-partjcularly high-tech
enterprises-face in recruiting and
retaining skilled workers and man-
agers, and the importance of bcing
ahlc tO offer competitive wage pack-
ages.

According to Wang Qua nzhou,
dircctor of the Foreign Investment
Enterprise Division of thc' Ministry of
Labor's Comprehensive Planning
Bureau and leader of the dclegation,
the rninistry has recommended to tlre
Stxte Council that FIES be allowed con-
sidt.rahlt. k.cwy in making wagc rlrr i-

sions, tlurugh wage increases sl'rould lx
Iinktd tr r thc cnlerprii.e's 'cffirient1.

defined by the ministry as increases in
prohls and taxes paid by the enter?rise.
Thus, according ta the ministry, any
percentage incrsase in an FIE'S average
wage bill in principle should not
exceed the percentage increasc in the
enterprise s efficiency. The vaguc defin-
ition of "efficienc'y,' however, appears

to leave authorities broad discretion to
influence enterprise wage levcls, con-
tradicting previously publishcd regula-
tions. which stated that FIEs could
dctermine their own wage fxricies (.s(€
'lrte CBR, .l^nlr ry-February 1991, p.tt).

\Vang notcd that l(x'al lalx)r l)ureaus

maintain frnxl approval aulhority ovcr
general wage incrceses,
even for supposcdly
autonomous FlEs. 1'hough
these offici:rls alloq cach
FIE s board ()f direct()[i to
dccide u'agc levels, local
l:r bor burelrrs will still
"oversee" any such dccision.
Vang statecl lhal tlrc prcvi
ously ennouncc<l ( eiling ()n

average l-lE wagc lcvcls-
150 pcrcent of thc rvagcs
paid :lt simililr Slxtc-()$,ned
enterpriscs in the sanrc
region-is no longcr in
elfcct. Corrnt il sou rt cs.
h()\\ cvcr. indicxtc thilt lhc
cap is still :lpplicd in s(nnc
xreils in Chin1l.

Council President Donold M. Anderson qnd the Chinese delegqtion discuss

Chino's woge policies.
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The Skyt the Limit

Joseph W. Lee

Chino's

overburdened
oviotion sector seeks

US know-how

\ A /[:I[I]'::;l,til;::;
l, \, crowins dcrDJn(l lor irir
V Y tr.rnrp<,n.',,lli.lc oith rlxir

la,k rrl lr.rrcl ('urrcncy. s()rrc intqrc\tinll
clcals resuh. Take. for instuncc, thc crse
()[ Sichuan Airlines. According t() rc(enl
prq\i\ rcp(,rt\. lhc rc$i()nirl a rricr
lr.rnr.'rt rl trlinl'uds of pork tirr Rrr:'siun-

rnadc 'l'1,-154 aircraft. Whilc this tr.rnsac-

ti()n is nl()re unusual than rrost, thc o1r

pr)rrLrnism it illustrat('s rs lrer'orning
c<:rnmonplace thr()ughout China's deccn-
tr:rlizinS aviatbn industry.

()ver the prst decade, China s cco'
nornic groutlt hls suetchttl tltt nltion's
air trilnsp()fl system bcyontl crpacily-
cven though the systcnr has groun
,round 20 percent annually lirr the last

fivc yr.rrs (-r,cc table). In 1992, Chincse
airlincs carricd 28 nrillion pil:iscngcrs :rnd

rackcd up i.26 billion l()nnc/knr. 'l'lris

ycar, the Civil Aviation A(lrninistrxti{)n of
(lhinir (CAAC) plans to prrsh totrl air
lranspon volunle k) :i.9 l)illi()n t(xrnc/kn1,

lln in(rcatsc ()l 15.-l pcrccnt ()vcr 1992. ln

.lenu:rn' lncl Fcbrr.rln o[ tltis velr. r'ol-
unlc jurnp(d 25 perccnt.

A((r)rding lo CAAC. the Jviilli()n se(1()r

is urgctcd t() groq al 1.1 linl('s the (;\l'
groutlt mtc ()\'er thc ncri lc$ vclrs. ,rr

xr()und l0 pcrccnt per t'car. llt tltc tnd
r rf tlrr' r cntrrry'. .rir trlnslx:n r':rJrlr'ilv is tr r

rcach l0 lrillion (rnne/km. 'lhis Irenrcn-
ckrus growtlr u,ill put scvere slruin on lir-
(iliti(js. pcrsonnel, lnd rcsourccs. Vinu-

ally cvcry aspect of the industry-fn>m
the upgading of obsolcte air trafhc c<>n-

tr>l and ground suppon systcms to the
replacement of antiquatcd rescrvalion
nrcthods and the lraining of inrxptrr-
cnced flight pers<.rnnel-will havc to l>e

improved.
To acrrrmplish thesc tlsks, Chinu is

seeking new techlology, investment, and
management methods fronr abr<lad.
CAAC l)ircctor Genc,ral Jilng Zhuping
announccd last Novemlrer thrt Bciling

'l'ould "soon issuc ncw nrles to allow
China's airlines more opponunities t() ()-
(,perule more clor'cly with thcir forcign
c()unlerparts." However. no datc has

lx'en set for promulgation of these rules

and CAAC has yet to make a decision on
whcthcr tQ permit Sin(rti)rcign j()inr-ven-

turc rirlincs. Similarly. tlcijing s clchy in

pronrulgating sccurities reguhtions has

lpparently stalled plans to alkrw domes-

tic rirlines to issuc shares. Oncc lhe go-

:rhc:rd tor share issucs is given by thc
SrJte (i)uncil, CAAC $'ill sclctt onc or
lurr lirlincs to JCt Js lcirl (lr\cs. (.hinJ

Southt'rn is *idely cxpectccl to bc thc
firsl 1o list.

Tltis opening of the iviati()n scct()r l()
foreign inveslment is m()livrted by
(llrina s dcsire to acllievc intcrn:rli()ml iir
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! Joseph W. Lee is president of
lnternolionol €onsuhing Services, which
provides onolysis on the opplicotion of
oerospoce, oviolion, ond inlormolion
system bchnologies. He speciolizes in
technology ossessment, engineering
monogemenl, ond business develop-
ment. Ihe Beiiing office of the US-Chino

Business Council contribucd to the
preporotion of this odicle.
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ramc skndards so that Chinese airlines
can compete in global markets as well as

fulfill domestic demand. But the industry
hrs its work cut out. Chinese airlines
llave poua safyry ret ords irnd rcputJtions
for lackluster service, unreliable sched-
uIs. frequent tlclays. and can(ellalions
due to bad weather-prohlems traceable

to deficicncic\ in manaSement. equip-
menl. nd prrxedures. CAAC statisti(s in-
dicate almost l2 per(cnt of Chinesc air-
linc flights were delayed in the first half
of 7997; 44 percent of the delays were at-

tributed to thc sul'Fstandard skills of both
flight and ground crcws.

\When CAAC does issue the new mles
on foreign participatk)n in the aviation
sector, lls companies should find then-
selves well-positioned to provide thc
technology ancl expenise so nceded hy
China. Already, aviation is a bright spot
in tht: Sino-LIS trade picturei sales of LIS

Jcr)nauti(s ((luipment ttr Chin.r havt. rn-

crcased around 80 percent annually for
the last three years. In 1992, IIS exports
of aircraft and parts to China nearly dou-
bled over the previous year to $2.1 bil-
lion-accounting for more than one
quaner of total 1992 US exports to the
PRC (s(? chan 3).

Brcoking CAAC's monopoly

Dcspite the currenl flaws in China '
aviation indusrry, the sector has come a

long way in a relatively short period.
CAAC was formed by the PRC in 1949 k)
oversee civil aviation, including the oper-
atioo of airlines and airports. For the 6rst

30 years, CAAC faced little pressure to
improvc lax service and safety records, as

prohibitive ticker priccs kept domcstic
demand down and few foreigners trav-
eled within China.

In line with China s overall rcform cf-
forts, the Seventh Fivc-Year Plan (FYP,

1986-90) callecl for decentralization of the
aviation industry to encourage colrrpeti-
tjon and improve air traffic systcms. As
part of the plan. thc State Council di-
rected CAAC to relinquish control over
daily airline operations and instead focus
on regulating the industry.

Ils new duties eerc' m consist of pl.rn-
ning. supervising. and coordinating civil
irvmlii,n i(liviti(5, inc[rdinE thc :ldrninis
tration of ajrports and air traffic systenN,

approval of aircraft purchxses. negotia-
tions for intemational (rutes, licensing of
pilots and airline operations. and coordi-
nation with thc military. CAAC s monop-
oly over rir ser\,ice was to l)e dismantled
through the creation of a numbcr of new
airlincs responsil'rle lirr their own opera
tbns.

tsy 1990. six such airlincs had
emergcd. orglnizcd,rn a rcSional l)asis:

Air Chinr rn BeiiinS. Chrna E:rstcrn in
Shanghai, China Northern in Sllenyang,
China No(hwcst in xian, China S.)uthem

in Guan8zhou, and China Southwest in
ChenSdu (r-pe p.l4r. Ct'ner.rlly spcJking.

the airlines' purchasing decisions must be

approvcd hy CAAC, hut Air China. Chinr
Eastem, and China Southem airlines are
hecontng more autonom()us in their de-

cisionmaking.
In an effort to ease the pressurcs on

ground facilities and curb the practice of
"poaching" crews fronl other airlines,
CAAC in March announced plans for new

regulations limiting the services local air-
lines may provide. The regulations.
which are being discussed by the State

Council. will supposedly limit lo.il air-
Iines to passenger and cargo transporta-
tion within their home province, to
neighhoring provinc(s. r-rr from thcir
honre province to certain maior cities
throughoul China.

\flith the long-range goal of devclop
ing into a regLllatory agency similar to the
l S FederJl Aviati()n AdministrJIion
(FAA), CAAC turned over responsibility
for airport management and opcrations te
municipal authorities in March. Flight op-
eration ccnters, which track planes en
route and conlrol air traffic, have been
established both in CAAC'S Bciiing head-
quaners and in regi<tnal administrative of-
fices and airpons. This policy of decen-
lralizing auth()rity while integrrting air
traffrc control service is tlesigned to shiti
authority and financial respoosibiliry to
local decisionmakers.

Shortoges on the ground

The new Chinese airlines operate 492

domestic routes to 109 cities and 5ll inter-
national routes to 53 cities. ln 1992. over
lJ0 t'S-huill aircra[t wcrc in s(jrvi( e in
China, mostly operated by the CAAC
spin-offs and provincial carriers. The
fleets of most local airlines rypically con-
sist of older Russian or Chinese airplanes.

China's airports, however, havc not ex-
panded as quickly as the country's fleets.

Though roughly the same physical size as

the tlnited States, China has only 109

civilian airports, compared ro the 6,500 in
the United States. Of the 109. 16 are con-

Chinese Airline Troffic, I98l -91

Yeor

Toiql Trqffic
Tonne/km
lmillions)

Totol Trsffic
Pos:enger/km
(millionsl

Corgo ond A,loil
Tonne/km
lmillions)

Possengers
Corried
(millions)

r98r
1982
r 983
1984
I 985
1986
1987
1988
1989
I 990
t99l

4.O
4.5
3.9
5.5
7.6

I 0.0
I 3.1
14.4
12.8
16.6
21 .8

535.8
632.5
659.0
922.5

1 ,271 .0
1,548.0
2,028.3
2,312.1
2,056.0
2,499.5
3,206.6

5,0r 6.0
5,950.5
5,896.3
8,3i 5.8

1t ,571 .6
14,600.3
18,606.3
21 ,6?0.9
18,616.9
23,048.0
30,131 .9

169.7
I98.1
228.6
31 0.9
4i 5.1
480.8
652.4
730.8
693.4
818.3

1 ,009.5

942.1
r ,0r 6.8
1 ,159.2
1,504.4
I ,950.6
2,243.4
2,920.6
3,280.5
3,097.O
3,697.2
4,519.9

SOIIRCE: CAAC
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Chino s Airlines Toke Wing
ln a given week, China's airlines make

4,089 donestic flights and 434 interna-
tbnal flighrs, including 10 to the flnited
States. Since CAAC split into f,ix regional

carriers in the late 19tt0s. a score ol
provincial and independr-nt airlines have

crncrged ls new phyers. with ncrv lir-
lines rnnounced rrlnrost nronthly. Chinr
now hosls more than 20 domestic airlincs.

thc new routes could cur up to five hours
of nying time off Air China routes to
North Arncrica and Eurclpe, enabling
Beijing to become a hub for traffic he-

tween .()utheast Asia and boti Europe or
Nonh America. Talks between Russia and

China, the United States, and other na-

tions are currently stalled, however, as

llussia secks greatcr control over the all(F

cation of future overtly fees and larger
concessions flrom foreign negotiators.

China SouthefltThe largest carrier aftcr

Air China is Cu:rngzlrou-bascd Cltina
Sc-rr.rthem, the odds-on favoritc to be the
firsl :rirlinc t() Iist on Chinx's stock ntar-

kets. Nearly 6 million passengers lxrardcd

China southem planes in l99l and tnlfic
growrh increased 30 perccnt in 1992.

luith 70 ()utes b 30 Chinese cities rnd 9

Southcast Asian destinalbns, China South-

crn expccts to hrndle l0 millk)n passen-

gers this year and hopes to add routes to
Austrilia, Singrpore, and Japan by 1994.

China Soutlrcrn was thc first Chincse
airlinc to rrse operating leascs in an eflbn
lo spccd flect growtlr. lt was also the first

Io purchase rr'ideJrcxly lloeing 777si an

<llder for six ol the new aircnft. worth
$1100 million, u,as placcd in l)cceflrl)cr
1992. China Southcrn has options 1() l)uy

rirorc Bocing jcts, the rnainst:ly of its
lleet. ancl is talking witl'r Airbus about thc
prrrchase of $ix ncw. wide-b()dy A-340

iets. 1))'lhc cnd ()l drc'ycar, Cltina South-

crns flcct u'ill c()ntxin aln(rst 90 plancs.

The airline's plans call for adding 20

wide-bodied, 400-seat planes over the
nc"xt 10 years.

China Eqstern This airline, together
with Air China and China Southem, car-

ries almost two-thirds ()f illl Chinesc air
traffic. In acldition to alDost 130 donlestic
routes, Shanghai-based China Eastern
flies to a numlrr of lbreign destinations.
The' airline launched a route to Los Ange-

les last year, and also serves Brusscls ancl

Madritl. In addition. Ilre:rirlinc hrs ninr
flights a weck m Japan and plans to add
servicc to Seattle rnd Chicago. The airline

carried 2.7 million pas.scngers in 1991.

McDonnell f)ouSlas aircrrft make up
the l)ulk ()f China Elstern s J5-plus jcl
fleet. Thc airline became thc first in
China to huy European-mide Airbus
planes in 1985 lnd recently acquired
seven Dutch-madc Fokker 100s.

China Eastem has also formed a ioint
venture. Anhui Airlines, with Anhui
Province. China Eastem is supplying four
McDonnell Doughs Ml)-U2 aircrafi with
crews anci Anhui is providing $24.5 mil-
li()n in working capital.

(hinq Southurest li,-/ir.,s llased in
Chengdu, China Southwest mostly flies
dolncstic rolrtes but has recently added

llights to Singapore and also offcrs daily
chrncr flights to llong Kong. Thc rirlinc
cu,Tently is ncgotiating firr twicc-wcekly
flights to llangk()k and Chcngclu s sister-

city, lliroshinr. China Southwcst ilies

Possengers Corried by Chinese Airlines, l98I-92

I Domestic I lnternotionol @ Regionol (Hong Kong)
25

IO
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Millions
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SOURCE: CAAC
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stat€owned afuUnes:
Air Cbina Based in Ileiiing, Air China

is the natioo's flag carrier. Most ()f Air
China's routes are int.'rnational. and
flighus average 50-60 percent occupdncy.
Domestic routes, which account fbr 7-8
percent of the airline's revenue, average

loads of 85 perccnr. The airline is prof-
itablc, in part due to the low wagcs it
pays its Chinese workcrs.

Air China's flcet contains over j0 iets-
primarily Boeing ainrrr[t. Tlte rirlinc is

currently expanding ils computer rcscrva-

Ii,,n systcm. huikling l $56 nrillitrn train-

ing center for cal)in crews, hiring Singa-

pore furlines consultanls, rnd upgracling

dcparture lounges at Bciiiog's Capital Air
port. As part of Air China's first '\1,el

lease, ' a Russian Ilyushin IL-ti6 rncl crew
began flying Chincsc routcs in Aprjl.
Mort'pluncs will hr dclivcrcd in lunc

Ajr China rvould be e prinrc henefi
(tJD il RussiJ dr.cid(,s tr' 8lilnt l0r('ir]ir
.rirlrnrs the riglrt 1,, lly over Siber n ,rrr-

spacc'. lf the negotiations are srrcccssful.

CHART I
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r(guhrl)' x(r()ss thc llinr:lhvrs l)d$cen
l.ltrsit :ttttl h:rtltnt.rnrltr. \t'P.rl. 1hr :rir

lirrcs llcct .{)nsisls ()[.ll liring jct5. xs

*'cll us Russi:rn tncl(-hincsc airerJli.
(.:bin.t -\()rthu llascd in Shcnl ang.

(:hinx No hcrn supplcn)cnts its regurnll
()utes \\'ith t)ights to rrclrbv forcign desti-
nations su(h rs Irkutsk, Vlt(lilr)st(,k. Scoul
(t,ia shxnglui), xn(l 'li)ky(). N{()sl ()f Chin:r

N()nhcrns lllj(t \\Js h(rilt l)v Nlcl)onnell
I)oLrgllt.s, tl:orrgh the irirline innounced r
5500 million purclusc of sir Airl'rr.rs plancs

in Apdl (lhinl N()nhem is llrcrclt operrt-
ing lilrr wrt-lcusc Rtrssian $iclc]xrclv IL-
li6s l)ct$('!n Shcnt'lng antl Cuangzlxru.

(lltinil Nor.tlrern lrls cxpressed Io l.lS

oll'rr rrl. l kccn lnt(.r(.\l rn l.)firllng J I(nnl
\enllrr( \\rlll tt li,r(ign .,,ri., ,,,., .,,-
lincs aint is lo lcquirc firrcign landing
rights ;rnd lrct'css to exlx'ricncccl persrxt-

ncl in cxr'hlngc Iirr rcriprotal lunding
rights. Pcfttliltc(l l)) (lr\AC to ncg()tiiltc on
lhcse lcmls. (,llinJ Nonhem has:rlreacll'
engagc<l in prclinrinary (liscussions $.ith
r ounrhcr ()l'li)rcign (rrricrs.

abiu.t N(r'll1u?sl lJasecl in Xiln. Chinrr
\rrnltrvt'.t llics r)r(,\tly r('gi(,tlrl (lom(\ti(
r()!rtcs hul rcccnfly lregxn scrvicc lo
II()ng K(nrg lnd Nng())'1..1!lxn. ln Nlarch

lhr xirliDc inn()un(ccl thc purchasc of sir
nc\\ Airl)us A-.1(I) plJncs \\1)nh S500 ilil-
lion. Thc x((luisitir)n sh()uld lrclp boosl
one ol Chinl s lc!sl dcvcl()pcd Statc
()\a n(.(l regi()rul iirlincs xs it cxplnds I>e-

v()nd if5 rluinstJy cxrg() roules-

Regional A-ffillates:
Xi ji1l,t!1 Ai|li Lts llirscd in I'rumqi.

Xirriilrtg Airlincs crrncentratcs {)n rcgional
flights xn(l (r)nr1c(1ions [r(nn lhe Nonh-
\\'(.st to (lllinr's largc cirics, but hls a ferv

intcrnati()nal l)iglrts to ncarby citics slJch

irs Aln)l Alir in Kazxkltstan. Xiniiang Air-
lines pionccrcrl thc prxcticc of rl,et lcas-
ing ifl.luly 1992 $hrln it acqtrircd six for-
t iHn lTl:rncr 'li'E( tlrcr u ilh Chinr
Sotrthcrn ancl Chin:r S()uthwrst xirlines,
Xinii:rng Airlincs plxccd an (,r(ler in April
li)r l0 lI)(.ing r.l7s.'l'lrcsc rvill ltc thc fint
\\'(.stcrn icls in r llrcl lhrl (()nsish nainlv
()l Russixn-nlrrdc phncs.

-Yi/,r,rt\t /li illts \t:.rr(.n {irlin(.s. J j()inl

vcnturc L*l\\'ccn (ihinl Southcm (60 per-

ccnl) Jnd l.'uji:rn l,rovincc 1,i0 pcrcent), is

Chin:l s Lrrgcst pfl)vincirl cllrricr. lt is tlso
thc only one w(h xn all-icl flctt, and the

llrsr n:gionll lirlin( $itl) ir c(rnpufcrizecl
li( kcrinS s\'fir(,r. ()lx nring .'15 llights drill
lirlm Xianren, thc Jirlin(.r'cn'(s ls il lc(,(lcr
t() il\ p.rrcnl. (lhinu South(rn The Jirlinc
hopcs to clpitlliz-t on thc (\'cntull oprn-
t18 of dir< (1 fligl)lr k) 'lri\\ ln.

Cltinr'l()utis,,t .,litlirrr, a'o. l\kxlclcd al-
tcr Xixnr(,n Airlin!s. (:hinx li)urisnr Air-
linc (i). is r 60-.10 t)inl vcnlurc l)clwecn
Air Chin iln(l (lhinx lntcrnltionxl -l'ravel

Service ((il'lS). An inlcrnxli()nal chartcr
(.rrricr ll,'l)irltl l,) (.rn(' ir triilrr.' sr.'rving

l()ur Sroups. thc rirlirre llics to popuhr
lorrrist s1-xrts strch as \ian antl I)rrnhuang.
lin firft urr. supplicd l)v Air (]hina.

Indepcndents,
Intlepcndcnt Jirlincs ilrc xrn()ng the

nesesl urrillls in (lllinx. tnd tend Io bc
kxal clrricrs hucked hy provineial gor'-
cmnlents. Il()st (()n('rntrutc (nr (k)mcstic

r(\rt(i\. Ilr('(lllr.r1111 1.ptrc tr, Pnr\,irlc in-
lcrnill(,n.ll ,'tni,.t M.rn1 urll nrrt rrtnive
lhc inevital)lc industn' c()nsolid!ti()n. l)ul
lirl the tin'rc bcing. tlcmuntl is so helv1,

thxt thesc ilirlincs hrrve hacl littlc trouhle
lilling scats. (irowth in prsscnger volumc
was 52.5 B.r.cnl in 1991.

It.titltut /litli es I)ror int ially ounecl.
Hxiflxn Airlincs.()nnccls thr islxnd to
naior cities ()n thc m.inlxncl. l'hc airlil,lc
reccnlh'!nn()un('c(l tltr ptrrchase of lirur
Ii:cing aircrrli. thc first lirreign-nrldc
pl{nrs in its linlilcd llcd.

Sh.u\lhdi Aitlittes Lirultchcd in l9{i5.
th( o ti(,nJl :rirline rlf Shunghar is
o*nctl lrv the rit)'(i0 F,rcrnt) lrnd a ho-
lel c(x)pcrlrtive (.]0 l^-rcenl) ]'hc xirline
turncd its llrsr p()fit in l99l $hen it crr-
rie(l 700,000 p sscngcrs ()n 100 sched-
ulcd u,cckly flighls. Shrnghri Airlines e'x-

pccts irpprovul hy 1994 to fly the
ovcnaxcd Shnnghxi-Il()ng Kong c()rridor
and PIJns I() ddd r(,ulcs to northern
Chinr rnrl t() r nt(.rn:lri( )n:r I d(,slin.lti(,ns
such JsJilpan nd s()ulhcirst Asia.

Shrngh.ri Airlincs hcgan pur. h+ing
lkring pl:rncs in l9tt5. I)cliverics ol $c.1-

erll llocing plltncs xlrcr(ly on order
should lr-engc trl,r) phnes r -vear until
the cntl of thc ccntury. A Shxnghai fifl3n-
cial group has lgrecd t() pro\idc a loan
lo thc airlinc ft)r xn u|x(nring purchase

of two []()cing 751s.

.tic bu tt Aitli,res Chr,ngdu-hased
Sichuun Airlincs llies nrrstlv )mcsti( rc-

gi()nJl r()utc:'. l-.lst yclr. th( airlinc ob-
trincd t\\'() Iul)()lc\ lir-li.rs liom a lirr-
rDcr S(^i(t rcpublit in cx.hlnfic li)r sc\.
crll trxinL,Jds ol prrrk. 'lhr rcst of its
tlect is cotnporctl ol Chincsc phucs.

\l tthut rlrrlittr': \\ ulr.ll) .\irlinc\ rr
closclv rtlltccl lo lhc .lvi:rti()n arnr of thc
Peoplc's Lilxrxtion Anr)\'. lts llcct is ('()nl-

Prrrtrl r,l'tilrrrtr'sc ltnrl Rrr:"run pl.rnr's.

l|utlt i ,4irli rr ()wnccl lrv villugers
fr{)I]t Ylntui. \l)JrxIonB l'r)\in(1.. tlri\ :rir-

line uscs thrcc leasc(l ll()eing jcts t()
transp()fl llcighl ()n six d(nTrcsti(' r()ulcs.

Thr irlinc. uhich got its stx ltsl trll.
ho1x,s to cxp:rnrl t() intcrntli()nll r()ulcs.

\iorten ,li inili l.:slxl)lishcd lJst )cilr.
KunnringJrasctl Yunnan Airlands li ritcd
routcr, in.ludc chtflcrcd llights lrt\\cct)
Krrnrtring .rrtr.l SinllJp(,rc. f lrt. .rirlirrt,.
uhirlr plans to rricl llights to lhirillncl.
hxs \i\ Il(ring lJ'7\ i ils llcct.

Grab bag
A numbcr of other airliDcs have also

heen established in China within the last
few years. Most lre owned by the
provinces, though Chinl United is owned
by tic Pc1)ple s Air Forcc. ln addirion, a
nurnher of CAAC spin<lffs arc coniidering
creiting their own offspring. Among thc
hodge-rxxlge of carrieni in China's skies;

Grsrt \rall Airlinq
CAAC Tianjin
Gencr.rl Aviation Corp.
China Aviation Carno Airline
Changan Ai ines
Chim Ocean Helicoptcr Enterprise Co.
China Unitcd Airlines
Dapeng Airlines
Feilong Airlincs
Cuizhou Airlincs

Jiangnan Gener.ll Aviation

Jihua Airlines
Mudanjiang General Aviation Co.

Shanxi Airlines
Shuang Yang Geoeral Aviadon
Swan Airlines
Tianling Atlines
ZheiianS Airlincs
Zhong Yuan Aidines

(.iDnpile.l br :|nn ,lntelia l;lt\t JnD
pn\\ t4xr1s 4 d l'S-(,;bi u Busi,ie!.\ ()nor
cil .liles lLtis list hts ot het i depe

.1.,itIt co,tlinrul hl,'ll]I., (,llq
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sid(rcd nririor" :lirp()rts, nlcaning thcv
(rn llirndlc xt lcest nrccliunr-sized lircrrli.
Crrrrcnth, l l (lhincsc xirp()rts ciln ilcc(nn-
m()d3tc I|()eing l.t-s Another 5-J of
(.lrin.r. .rirl)()fl\ (irn ll:rn(ll(' srtt.rlltr ltts
sucl ls lkrirrg lj--s lln(l 'Iridenls-'l'he

llrrc(, l)u\ic\r (:lrincs( Jirl)r)fls li,r l)(,ll) in-

tcrnllli()rrrl ancl tlonrcstic traffic are
(;urngzh()u s lJxivun, $'hi(h is opcrxting
xl flrll crpx(il) { l'r lliglns per da,v). Uci-

iirrl \ (.lpitirl ( lf) r r. :rnrl Slt:trrglrri s

Il(r,19(liir() ( l2l). (iuilin Airp()fl xnd thc
nc$'ly ()l)(nc(l llLrxnl{tirrn Airp()rt in
Slrcnzhcn rrrrrnrl {)ul thc k)p five. Over
lhc ncxt l0 \'c.lrs, (IAAC plans t() lrxns-
fornr l nrrnrlrcr of nrurricipal lirports
thr()ugh()ut ll)c (()unlrv into regionll
hul'rs uitlt llrilitics crlrlhlc o[ hxndlins
nrctliunt-sizcrl uirr al't.

..\l tll( I)r('\( nl litrr(. rlr(,\l (:ltin(\( .lir-
p()ns ()perilte \\itlr ()utdrtc(l equipnrent
nrrnn(d l)v incxpcriencccl cre\\'i'. In
1991, fir'c iir trushcs lcfi l l()tal ()f .ll0
per4rlc rleacl. unclers<rrring thc dangcr o[
rJl)i(l ( xp.rrrsir)rr.rrttltrrtul uitlt rnrxpt ri

crrrccl fliglrt cfews ilnd lrn overburdenetl
lir tr:rtfic (rntrol svstrnr. Chin.r's airways
will prohubly ltcornc cvcrt nrotc dlngcr-
()us lls trxlll( voluntc <rlnlinues to gro$'
r.tpirlll lntlTr,rrr.'nttnt. *ill r'otttc rrnlr in

5- l0 yailrs, lls rryslcllls lrrc upgnrdecl ancl

shonrrges ol' cxpcricn('cd pcrs()nnel easc.

Opportunities golore

I:igurus {)n ho$ nruch (lhilra pl ns l()
sltnrl tr r.r1lgndc its xircrxll flcets. ren()-

rxtc ils ilir'pl)n5. ln(l inurove training and
()llrcr xturs rrc herd to r'txnr lrt lts cle-

Much of Chino Eostern's fleet consists of Shonghoi-produced MD-82s.

c(nlr:rlizlli()n is pullioll r)x)rc purchlsing

;lrr$c'r irt lltt lt:tntl. ,rl l,rtlrl lrllllk,rilic{.
\crcnllcl(,\s. (lhin:r is clcrrlv in nc'ecl of
hxh lirncls uncl tc<hnolrgr'. ls \\'cll as e

svstcDllti( cvllullion ()l a\ i:rti()n t(clrn()l-
ogr' .rnrl lrttsrncs. isstl('\. (i)rrll):rni(s in-

r(.rL,\r(\l rn tl,rirrg I'trsirrc.s in Chirtl s lri-
xli()n cat()r. thr.rctirrc. shotrlcl adclrcss

sur'h issucs lts lc('hnicirl pcrforn)incc.
st:ln(l.lr(lr7ir(i,)n. rr):rir)l:rinill\ilil). Pri( c.

scrvi(c. tc(hn()l()gy tlrrnsl!r. lncj credit
.rrrlngcnrcnls in thcir projcct proposals.
Anxnrg thc lrcus in uti<h lirreign crxrr-

p.lnie!lliglrt fincl srles r4rlxrnunitics arc:

! Alr tramc control and atrport
equipment

(lhinx r inlnlc(li:llc nccds irrc lbr rr-
phccnrcnt ol inatlerlratc navigational lu-

rilitics lnrl l()r x nxti()n\\'idc. ratlar-l'rasctl

ir lnlfi( c(ntr(,1 ststcnr. S<lrnc 20 dif-ler-

enl ri(litr s\'slcnls rtrc noN in use

lhr()u8h()ul (lllin.r. (:AA(l phns t() intr()-
du(r nr\\-s!slcnls ilcr()ss lllc c()unln,
staning in lllc cxsl lrnd nxrving inland.

l'hc |4..\ cstirrr.rlcs (lhinrr nrc(ls ft) pur-

chxsc rl)()ut S2(x) rlilli(nr srrrllt o[ radars.

nirvil.axli,'n:rl Ji(h. :llrP,)n \tlPlx'n c(lLrP-

nrcnt. rn(l c()Drnllr'ri(1lli()ns rlcvices tcr

n'ux.lernizc ils rir lrirmc rvstcm. ln lrchnF
xry. (jAA(: issuccl trnclcr ckrcumcnls lirr
\\'extllcr n(l srrncillan<c r:rclars. clatl ter-

rninals, ancl srrtcllitc rllta nclwork sys

leors.'ll)c (()n)pcriti()n l() supply sucll
cquiprlcnl is 6ercc llccuusc ol the huge
sizc ()l (lllinir's n)xrket. t s 6rms may'fintl
tln,rrtsc,lr (s urRlcR'ut l)v li rr(ign r <,nr Jr,.ri-
11r1. pr,rntrsittg (rrntt,ssron.tn [inlnring
rrntl :rdrlilrrrn:rl l:rnclrng rrglrts in tlrcir
Itrxnc coltntrics.
! Atrcra&

O\cr thc p.rsl li\c vcilrs. Chinx hrs
Ircn a orajor purchlscr ()f []S lir(rxft.

CHARI 2
Freighr Corried on Chinese Airlines, I 98 t -92
thousond ionnes
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Chin:l s airports arc underg()ing
lrcrncndous cxpansion. CLrrrcnllv, CAA(I
is finrsing on upgrading groun<l laciliries
in lhc cJi'I, ulrcrc all 2-r (!f rh(.rcgi')ns
airy)(,rls xrc ()pcraling at full capacity ancl

rk'nr:rnrl lirr lir rervi('e:, is srrll rir,ing.
\(zhilc tlrc central governnrent srill pro-
virles nrost funcling for mxior xirp()rts.
('{)n\lRr(li()n und upgr.rtlc. rrl muliunr
anci small-sizcd airfxlns arc now to lx: fi-
nrtnccrl prinrarily by kxalitics.

Airfx)n p()iccts gener.rlly cannot attract
lirrcign cornrncrcial loans due to the krng
pcriod necdcd l() recoup it'lvrstn)cnl.
(lhina thcrtfirre lus sought concessionlry
Ioans frrxn ftrrcign govemments and mul-
tilrtcrrl inslituti(rns k) carry out rirp()n
iorpr()\'cnlrnts. Foreign equity invcsrnlcnt
in (:hincse xirpon operations is still un,
tlcr considcration in Bcijingr until J dcci-
si(nr is rrrJde, frrrcigners rvill probahlv lx
lifirile(l I() invcsling in such rncill:r11'op
(rrli()ns:ls Jirp()n h(Xcls xnd rcstiturilnls.

'Iltt. largt, nunrher of airfx)( c(ntstnl(.
li()n:rnd cxpxnsion projccts pllnncd trr
llrcady unrlcrw'ay in China inclurlrs:
I Betilng Municipaltty

(iqrikrl Airybn A $J-J7 rnillion cxpan
si()n (, lhc xirp()rt s passengcr hall is rtou
l\.ang rxrdcnxkcn, linancctl in pun b1 a

S l(I) nlilli()n -lrl)rncse g()\'erntrrcnt I()ilfl .

,rt I-S gr()Ul) is ruB)ncdh ncS()tinliiui $,ilh
( A{(: i'\(r lltr.(,)n{tru('lr,,n ,)l tll(.irir
p()rl'\ intcrn:rti()nal dcpJnurc ll;rll. Singx-
p()rc Airlx)n 'fernrinxl Sen irc5 rcB)fle(ll\'
h:rs ugrcc<l t() set up.l 2Gycxr i()int vcn,
trr( \\illr llrc rlirlx)n l(, l)ri)\i(l(. (irt(.rinl.
sr.'n'i<'ts .urtl rn-lli,thl (lul\-li(( \l)r'pl)inF.
I Fultan Pr,ovince

lit:h tt lllrntdliorktl,4trlrr, Antk il).rt-

rol.t tirc xppr(nal ol dircct xirlinks lo l:ri-
uiln io lht. nrxr lirlure. FL,zh()u is lrrril<ling
:l n(\r i i tttillron :'q rir sor rlu.. .rrr-

In)n (:hinr hrs ucceptc(l I lrid l:r I'l:ri-
u:rn ltmr to lruikl lhc S.lli milli(ln lir(ilil\.

l. zhtru.4itporr The ru nwa l ol
Ilrzh()u s crrrrcnl airport is hcing r.x,
teltrlccl. 'lltc airpon will l)e trlnslcrrcrl to
llrt tilrintrt Air I:,'11(, uln,n rr,nrPlcti,rrr
o[ Iirzlrorr Inlcrniti(r']lrl.

(;.tt\Ii IttIo1taIk) lI .{it\tdl. .\ittitoI
.\/7'l h( .lirl)()fl s runu xv is h.inr{ lcngllt-
cnul lrorrr 2 -(lo t() 3.1(n nr enrl l nc,r
10.()(I) \(l I]l tcrrnirul is l)cing l)uih.-lltc
projcrt is hcing Iinltncctl in p.lrt $illl
ILr\\'irilj l()rtts

A=turbus
MD=McDonncll Douglas

TU=Tupelov

I Guarudong Proldnce
Bailtan lflternal io al Airport.

G utt nqzhou Chrn:i s(,ullrcrn Airlincj,
pllns to build a ncw dornestic terminal
huilding nith l.J gares at llaiyun. which
*ill add a second runuay *ithin tlre next
six ,years. One of China s l)usiesl xiq)ons.
ttaayun evcntually nray lx'rcplacccl h.v a

llrger flcility. Prepurrti()ns for a new
$7(D million intern:rtionrl airport lxgan
lhis ycars several sites in (luan8zhou's

suburhs xre bc'ing (()nsidcrc(i.

I'h t gtiun Ai4tu,1, Slwt:ltot SE7. Tl\is
ilirfx)n. s'hich lx'gan operrtions last year.
uill lrt'expandecl to mect hcil$'lmffic dc-
nlands. C()mpanics fr()nr thc I inited sBtes.

frrncc. Gcrmirn!, tinlriin. lnd Singafx)rc

:rr( hid(ling en thc (xpanriion pr()icct. Alc-
nh of lt.ll)'q.ill supph r,rdJr systcms.

I Guangxt Provlnce
Bcihui Ai4rort'l'he airport s runway

\\,ill bc extendccl l().2.600 rn l() uc(()tn-
nrrxlale llx'ing 757 aircrali.

Cuilin A,7xrrl'11\e tity lrtg:ur cxpand-
inE tlr( (;uilin Airfx,rt tlr\ \'(,.rr Pl;rns rn-

cltrdc' a .1.2fi ) m nrn\\:lv t() ll(c()nttl(xhle
A Jl0. Itl)-12. antl 'lt -l5r airrra[t. I S

l'trm Telephonics (:()rp. \\(nt:l S6()0.1X)()

conlnrcl to sttpply rcgiortlrl uir trrrll)c con'
trolc<lrripnrcnt.

l-iuzhdt Aiqbn'l'l\.. urr;xrn rvill l)c Ic-
lrr lttrrl tr, lt:tnrllc rrrcrlitrru sil((l nllit ry
irnd .ivilixn opr(rli(us lnrl $ ill inclucle a

2.5{)0 nr ruD$iv to JCc(nDl xltlc Ml)-12
eircr.rft

lti' ;11(nt .4i4x,n 'lhc t it| $'ill htrilcl a

nrt'dium-sizcrl fcctlcr airporl \\illl it l.u(X)

lll ttlnl\'.t\, r:tllrl)l(' (,1 urr0ntntrxlltrnS
IJ([ing 1-]? xircruti
I Haioan Provi[cc

ll4tihou Ai4rorl l'l ns 1() l)uild x ne$
lrrrgt'-sc.tlt' .lirl)(,n in lll( llri,\ir)(iJl (.lpi-
l.ll il$'Jil (('nlr.rl,t{^1rnur(nt.ll)l)ri^'xl.

l'etryh l g.4rrl)or7, .\./x1.4 'l11is oc\\'
JirP()fl is l)cing (()rNlrucl(,(l ir) l):ln \\itll
nriricd (redits supplicd lry thc lrrct)(lr
gr)\cmrncnt. I'lans inclrr<lc instullltirxr of
xn Jir lr.lflia conlrol tcnlcr l() r\trcnlltltcn
(lAA(l irirJpacc c(nrtr()l in thc urcr. \\'hcrr
hnisl:ccl. thc:rirp()rt \\'ill lt;rblc to rrc

c(nltnro(lJtc Ikx ing l.rl lrir(r;rli.

toze
I Hellongilang Pror.lncr

fk.rlri,t Ai4x,tl1'he province will lrgio
rr Stil rnrllurn cxp:rnsi(,n (, Harhin Airfn)n
this ycJr. Oncc lhe proi('ct is complctcd
in 1995, tht airp(,rl's handling capacity
will h 5 nrillion passcngct-ii a ycar.

! Hub€t Prcvtnc€
Ii.tnh(, Airpon, lX'uhaz Expansion of

this lirp(,n will tx] financcd in pan hy a

$i(l rnill()n -lirp.rncs(' kran kr thc nrrrnrt'r-

pality. Alcnil o[ Italv has l\on rhc bid r()

supply r.rd.irr systcms.

lJiaosxi Prorturce
Construction ii to begin before 1995

on airpons in GiLnzh()u and Jingdezhcn.
The projrcts will l)c financcd in pan lry a
$12 million lo n tr(nn KuwJit Equipnrcnt
u,ill hc procured thr()ugh international
conrp(tililc l)id(ling.
I Shargh.I Munictpalfty

lh)r*qt.n Atlx'r1 Altct ('(,n)plcting x

tt!'() ycar rlipirnsi()n proiect in 1991.
Shanglrris nrain Jirfx)rt rcached firll ce-
pxcity the ncxl ycJr l)lrns to hegin buil(l
ing il nr:u lcmrin;rl :rntlan ldditional nrn
$,iy llwiril OAAC lpplr)vxl.

I:easibility strrrlics firr.l nc\a $13137 ntil-
Iion. intcrn:lli()nrl xirp()n in l)udong hitvc
rl:'o lrtcn (r)nll)l(t(,(l ll is un((rlJil
qlrcthcr lxlh th. ll(ngqia() end Pu&rng
projcc ts s ill lx':rpprrrctl.
I Shanxl Provlrtcc

ni)u.t,t,4irlxt,1 A Sr8 nlilli()n c\prn
\r,,n in(lu(lrnS rrpgr.r<lrng thc rlrrpons
J.2(X) rn rm\\'x)'. l\grtl in April. Th(.pr()-

iccl is sr'hcclulccl ti)r c(,nl1)lction in Od()-
l)cr 199.1.

I Tlbet Autonomons Reglon
'lhc Iiighth l:irc-'r't-irr I,liln (rlls li)r((m-

slnlcli()n ()l il n(.$ rirp()fl rt [)xngd:t. ln
ltlciitioo, Lhusu s (,irrRq.,4iry)orl is lx'ing
cxpantlcd to uc-cr rrlnlr xilrtc largcr planes.

I Zheilang Provtnce
A nc$ inlcflr:rti()lrlll airfx)n \\ ith hJnd-

ling (.ll)ir.itv ()f u-10 orilli()n p;rssengcrs ir

)'e:Lr $ ill lrc l)uilt in lhc Xiiloshan secti()n
of ll:rngzhorr. (:()nslntrtion is shtc<l to
l)cgin io I995.

()lhcr rirl)()rl t)r()i(,(ts ilrc schcclrrlccl
lirr Olrr.ngrlrr. (ih(nlg(ling. Guivxug. KUn-

nring. xD(l 5l)iiilrl)uxng.
(.i)Dt!)il&l ht .l rluclia Fl.'1.tnt Jirtnt

lr/\t n,lr,'l: d,ttl I \ t.'hi (t 11u_\ttt(::
C'oufi< il.lil/5 llis lirt is,ttt i t(' dt\l kr lx'
c()tt pt L'ltotsit r' dnl hata tul l)pot i d(
f\ulotll.t t\\!ic.l l,l lht, (lllR.

Airport Construction C
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i,r llcijing with tllc capacity 1() l()usc li)ur
1k)eing 7.i7s:tn(l lw() li()cing 7(r7s sintul

lrne()uslv. In (;uxn87h()tl. t iS-blsed
L('cklr(crl,\irr'r:rIt. IItrtc lrison Cltrn:t
lraclc Hr>lclings ol llong Kong, end
(lhina S()uthern Airlincs hxvc lr S.l0 mil-

lion dolllr nlrinlcnrncc lil(ilitv thilt ser-

\ ices irll Chini S()ulhcrn irnd Xirmen Air-

lincs aircrilli.
Tl)e lhird Ii)rri8n l)trliciplnr in this

:lrcx is Swiss Air, whicll ll.ls xn lrralnge-

,nent with Chinil [iilslcrn t():rssisl with
Ml)-ll2 nririntenxnce in shxnghri. Anodrcr

li)reign nrrinlcnrncc (1)Drp nl' clger ()
gel inro Chinl is I k)ng K(mg Aircrali In-

Sineering Co. lhc (()rnpirn! in l\'lurclr an-

CHART 3
US Aviotion Exports to Chino, 1989-92
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particuhrly from The Boeing Co. and
l\lcl)onnell D()uglas Corp. li) drtc, I|()e-

ing has clc'livered over 100 planes t()
Chinx: McDonncll Douglas has crrprr>
rlrrcerl nrofe than 25 MD-tl2s wilh thc
SlrxDHlrxi Avi:rtion Industrial G)rp. ilnd
last year signcd a contract to co-prxlucc
40 MI)-90-30T tmnk liners. In thc hrst

Iirur nxrnths of 199-3, China signecl con-

trlcts for l2 Europe!n-made Airl)us
plancs ($'ith an option to buy rn()thcr
lJ) and 4l lloeing iets. \,yhile CAA(I has

nol relcased aviation purchxsing 8()als,
tlrc ITS acr()space industry cstirDatcs thlt
Clrina will buy irpproximatcly $() l)illi(rr
w()nh ()f new aircraft ovcr thc ncxl 20

ycJrs. 'lb overcorle a latk of cash,
(:hinr is expcrirnenting wilh r vrlricty ol'

lelsing nrcchanisnls t() pr()(trr(' ncw
plxrcs (.\'.r, p.20).

Onc ol thcse nrcth(xls is lllc pr (tic(
ol -$(1 l('.rsinB. trhi(h inlr)l\1's l(:r\ir1.t
lliglrt. grotrnd. and nuinlcnirnce pcrs()n-

ucl ul()ng $'ith lhc Jircrafi. Chinr's wcl
lc:rscs. lll of which have lten ncg()liiltcd
wilh li)rntcr Soviet republics, :tllou lirr
quick irc(luisiti(r') (r'pllncs iln(l crews ill
lrrk-hrttom priccs. ll()th rcgi(rlll an(l lo-

cal <erriers:rre linding thesc lernls l(x)
grx'rl t,r p.rs. up. Xiniixng Airlin('\. li'r in-

\t.rn((. r('(luir(\l sis li'11ign pl:tnt'' via

wct lcxsc l:lst Jul.v and (lhinil N(,nh('rn
Airlincs is i)pcrating lirur sct-lcasc Russ-

ixn plxncs on routcs lxls'ccn Shcn'tang

.rnrl tirr:rngzlrrru. Air Clrnu llr'g.rn usrng

wcl-l(jascd Rtlssian pl:lncs ()n (l(nueslic

rorrtes in April and plans to a(i(l nlore

l)lxnes in.June. Alth()ugh wct lcascs urc

incxpcnsivc, lhc Russian xir(rxli (ihina

hrs olrtuined x.e neither particullrly tucl
cllicicnt n()r nlaint.lined to thc higllest
s:llitv stJtldrlrds.

I Aircra& oalntcrrance
China s mpidly g()u'ing llect (r'aircrafi

is rn(rc:tsing ,.lt nt:tnrl [rrr Jir(rJll o].lln-

lcnince f: cilitic:i. lir datc, thcrc are tlrree
mlior foreign playcrs in tllis sccto..
Lufthirnsa Airlines xn(l Air (:hina rrc part-

ncrs in Ileijing Anrcc(), n 19139 loint ven-

rure that is now thc largcst ind most ad-

v.rntc,l airr'lrli nrJinl(n:ln('( fJ(ilitv in

China. Amec() is l)uildinli an $tt0 million.
F.{a.{enifred i()inFvcnturc rcpair faciliq'

"Wet leoses"

ollow for quick

ocquisition of

plones ond crews

ot rock-bottom prices.

nounccd plans l() enter the ho()nring
China markct hy shif(ing its nlaintcnanct
faciliti(s r() nuinland China.

I Ahport dcvelopmcot
I,lans f<xrrs on upgrading existing run-

wlys to hundlc llrgcr eircraft. impr()vinl
tcrnrinll til(rlili('s t() x((()mnrr)dJtc in-

crcrscd trallic, ancl increasing tclccom-
municalions and support services for
grcatcr efficicncy and rcvcnue genc'ra-

tion- l)ozcns of !irports around the coun-
try are slatcd firr improvements over the
ncxt fcw yeani (.'iae p.l7).
f Traldrtg

China's lone pilot training acadcnry,
CAAC s trlyinf Or>llegc, graduatcs tlo
connlercial pilots :l ycar-not ncarly
tnorrgh t,,,rc(1 d(rtlxn(|. $rnrt eirlinc's,

Iherc'fo.c. xrc kx)king else$'here k) tmin
pil()ts :ln(l ()lllcr pers()nnel. slr.lngh i Air-

lincs, tirr instlncc. is tr!ing to rr{ngc li)r
its pil()ts l() tftlin with tlS airlincs. 'lhc
ilirlinc. (illlrn stufl :rre alrcudy hcing
tr,rinecl in Singaporc, *hile cnginccrs lrc
l)cing lriritred in Singapore anrl tltt
I lnite(l Strtcs.

Asitlc lnrm tlrc training of flight crcws.
othcl nec<led Iruining l)()gran]s includc
salcty c()nlr()l ()perxtions, avionics lncl
aircrlli ntlinlcnancc, irirp()rt an(l k)wcr
c()nstrLl(ti()n. irir tr:rffic control, tr:lns-
p()rtilli()n enginccrinS. sccurity pr()cc-
chrrcs. lixxl sen'iccs. und l'raggagc h;rncl-

ling.

Syslem mrlood

tlnlil Cl)inlr inrplenrcnts a nationwi(lc
lir traffic contnrl systen and b()lsters tlle
trxining ()l l)()th its xir lnd grouncl
creu.s. sali'lv, sert,icc, and quality ol lir
transp()fl in (:hinr q ill be comp()misr(1.
Slnrcturxl inrlx'(linlcnts such as l)ure:lu-

crrti( incni:1. internal p()litics. c()nllicls
l)(t\\'('cn tlrlilxn xnd (ivili.ln pri()flli(r,
llck o[ r'orrrgratibilitl lrtween systcnts,
:rncl ourcl:ttecl cquiporenl also c(nrtinLre

1o hurpe r rlcvckrprnent ()f tlte sccl()r.
'fhc. (,lrinr.sc grlv(,rnllrcnl rs(ogniz( \

so[rti()ns 1() thcsc problems will involvc
largc capital invrstrncnts- Il. is unclcur.
h()wcvcr, t() u'hxt cxtcnl thc g()vcrnrncnl

sceks to olrtain funding from ahroarl.
Thc spectl *'ith shich the (lhincsc
crrrnony lntl clcrnand tirr air trrnsp()n
xrc gr()$'ing. ho$cver, rnay diatrrtc th:rl

thc g()vcrnnrenl ()lx'n the sect()r funllrr
to lirreign investors. i,t 990 1992
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F ying High

Chino is
building its

oirline fleet

on the

instollment plon

r Doniel R. Sholem eorned o B.A. from
Southem lrtethodisr Univerity ond on
M.B.A. from 5t l,ouis Univenity. lle hos

held positions with both oirlines ond
oircroft leosing componies ond
ortndd Chino's tirst Air tinonce
Conlerence in Beiiing in 1991.

-. 
rDid cxoan:,ion ,rf China s lircrafi

I ) nt. h,r:' lr..n , high priorily of
ll( the Chincsc eovcmmcnr rn rrrcnt
I \ ,."o, :ls dr)mcslk irrr lransfDna-

tion dcmand incrcased al an annual rate

of 17.1 percent throughout thc 1980s.

Approxirrrately 45 f<rreign-madc commer-

cial aircrali valuecl at $1.7 billion wcre
delivert'd t() Chinr in lrr92; Air China

alone plans to spcnd $2 billion hy 1995.

As (cnlrJl rrrntr()l ()v('r flcct htrilding,
()utc plilnning. lntl financial {nrcluring
loosens (sse p.l2), China s airlincs are

l.x)king l,) takc JdvJntagc o[uir(r.rft lces-

ing and Iinrncing oplions commonly
availahle in rhc \qcst. Incrcasingly. they

are gaining acccss tr financing packages

as sophisticatecl as anywhcre in the
world.

Aircruli J((luisilion in China is largelv

the responsibility ()l lhc China Aviation
:upplrc' t.r,rp ((:As(:r. llrc prtrthrsing
ann,rf tlrr. (.r!rl A\iJlir)n A(lIlrinrstrJli(,n
of China (CAAC). CASC ncg()tiltes 'r'itlr
:rir, rrrlt rrrrnufllt,.lttrt'rs l:;nks lr'.rsin8
conrpenies, ancl linancial arrangers l>ased

()n 1l)e re(rrDnlcndxli(rns of tl)c in(livid-
tr:rl (.ltincst' Jirlincs l.(\l l))' (.AA(j \Pin-

olf.s China Southcnr. (ihinr l:ilsl(rn. and

Air Chinal. lron'cvcr, (lhincsc crrriers !lrc

no$' trecorning nrorc inrlcpcnclenl and

clpal.)lt ol tiril()ring llrcir ou'n mit of
lcase ancl llnlncc ()l)tt)n:' ils thcl makc

thcir cxl)xnsi()n phns
\crrl) xll ol thc ri.(rxll lcxscd to Chi-

nesc rirlines to clatc h:rr'c l)ccn lhr()ugh

linunre lr.,r,,r.s rJllt(.r tllJn,)l)(.rJling
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I Doniel R. Sholem

leases. The finance leasr:--often ux'd for
new aircraft-typically includes a pur-
chase option which allt>ws the lessc'e t<l

take ownership of the asset at the end of
the leasc term. The transacli()n is usually
orchestrated by a lead arranger who syn-

dicates portions of the delrt. Under an

operating lease, a more common ap-
proach when older aircraft are inv<llved,

the lesror retains owncrship, so the lease

payments are lowcr. Aircraft finance
leases tend to [r conducted inJapan, thc

United Kingdoor, or Swedcn----cou ntrics

that give tax breaki t() thc lcssor-and
generally involve x 15-ycar term with a

semi-annual paymcnt stfrrcturc.

leoing v:. hrying

For lhe m()sl parl. Chtnt:.c t'arrrcrs
prefer to acquirc aircr.rft tltnrugh linantc
leascs rathcr thrn outriSht purclrase lx-
cause the tax brclks provicied througlt
these leases oflt'r savings of nrughly 17

percent off the aircraft's cash pricc. ln an

aircraft salc. thc scllcr is lcvicd a large
domestic tax and that expensc is passed

()nt() tlrc hulcr. On ln uir, r.tll ltrr\(. in

(onrprrii'r)n. mlny ( ()rtnlrrr's P( rnril
lessors t<> depreciate the cqrr\rmcnt ttrey
lelse out. Thc lessor Ihus ilvoi(ls thc
sales tax. ancl can l)ass ()n lltc slvings kr
the lcsscc. llccuusc o[ reccnl t;tx ctxlc
chxnges in thc Irnitcd Stxtcs xn(l thc
Linitcd Kingd(nn. Jxpan is no$ thc clticl
countn' in uhirfi I lcssor clrn r:blain lax
benclits on aircraft acquired in one
corrnlrv encl lclscd t() tn()thcr.



Chinese carriers prefer the finance
lcasc altcmltive n()t iust f(rr th( s3vingl'.
but also be<'ause this option alk)ws thc'm
to vary payment amounts to march their
cash llows. lfith the dramatic exchange
rate fluctuations and hard currcncy short-
agcs inhcrent in the Chinesc cc()n()my,
flcxible structuring of paynrent schedules

is esscntial for the country's airlines. A
Chincse airline s lease obligalt)ns-like
lh()se of most carriers worldwidc--dt>
nol show up as debts on thc 6rm s bal-
ance sheet.

t)espite the attractivcness of the tax
breaks inherent in a financc lease, Chi-
ncse airlincs have begun to sign opcrat-
ing lcases to obtain aircrdft as well. The
main reason for this s!!itch is thc geneBl
(r,nlrJ('li(,n oflhe frnan((. l('as(.mJrkct in
resp()nse lo the world-widc credit crunch
of the last fe*'years. Reluctantly, there-
forc, Chinese airlinc companics arc now
J((cpting r)perating lcascs frrr ncw air-
craft, with 5-10 year terms and rnonthly
paymcnts of approximately I percent of
the aircrafl'$ acquisition pricc.

China Southem, for example, is replac-
ing its older Boeing 737-200 modcls-
leascd fr<lm Cuinness Pcat Aviation
(GPA) of treland-n'ith seven new lloe-
in8 737-100 models on 9.5-year opcrating
lcases. The new planes will also he
lcascd from GPA. In addiri()n. China
Southern is acquiring two llocing 767
wide-txxly airciaft oo 9.s-ycar operating
leascs. And Xiamen Airlincs rcccntly rc-
newed one of t$,o operating lcases for
llocing 737-200s from San Francisco-
based Polaris Aircraft Leasing.

These leases. howevcr, do not include
an oprion to purchase thc aircraft at tlre
cncl of thc le:lse period. On thc fx)sitive
si(l('. ()perlling leaj,c\ l.ti\ (. (xrri(rs
grcatcr llcct-building flcxibilitv hccause
lcase 1x,ri<xls are shoncr an(l xircnft are
tlelivcrcd nrore quickly.

Eorly entries well porilioned

A nunrher of leasing contpanics h:rsed
in th(. l.'nilqd Slales Jnd llnit(,d KinS-
d(nn. along with the lcasing arms uf scv-
eral major banks, arc anenrpting to fulfill
tl)( ()p( rulrn8 le:rse needs (,f (lhina s air-
lincs.'l'hc lcade'rs thus far apprar lo he
Cl'A, Polaris Aircraft. and L()s Angelcs-
based Intcmational Leasc Finance Corp.
China s acceptance o[ operating leases
will rcmain limited, howevcr, xnd potcn-

The stillevolving CAAC
does not record oircroft

mortgoges ond other

secured interests.

nance leases, only a handful of leasing
firms have heen able to develop cl<xc
relationships with China s aviation om-
cials. The g<xxlwill these 6mts have builr
over time givcs them an edge in a flation
still relativcly new to the concept of [or-
eign finance leasing. Chinese airlines also
feel more comfo(able with large institu-
tional financial firms that have the ck\lt
to iaise capital at comp€titive rates. F()r a
medium-sized organization looking k)
enter the arena. providing a ponion of
the syndicatccl dcbt funcls for a levcraged
finance lcasc is pcrhaps the best w:ry to
break into the market.

For responsive aifreight seruice to or from China

U-FREIGHT AMERICA INC,

North America Corporate 0ffices
Tel: (415) 583-6527 Fax: (41 5) 583-8122

U-FREIfiHT is in GHINA
with Full-Seruice 0perations
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tial contracls will not be plentiful enough
to satisfy the many lessors holding a sur-
plus of planes. A fcw years ago, s()me

eager lcasing c()mpanies viewed China
as a potential dumping ground for their
inventories of older. less efficient com-
mercial jcts thit did nol meet US Stagc III
noise linrits. That misperception, how-
ever, \,as quickly dispclled by rhc Chi-
nese, who arc intcnt on leasing new'
planes to huild flccts for the futurc.

BUI given the greater complexity of
developing cross-border leveraged fi-

To date. New York-based The Trans-
p()nation Croup has arranged approxi.
mately $l billion wonh of hnancing for
Chinese airlines, making it dre most suc-
cessful arranger of aircraft finance leases

in the PRC. Japan s MiGubishi Trust and
Banking Corp. and France's Indosuez Air-
finance Co., Ltd. have also arranged large
dcals, including a jointly arranged $63
million lease of a Bcring 761-10O for Nr
China. Wardley Leasing, Ltd., an arm of
Honl;kong Bankr Chase Manhanan Bank;
Babcock and Brown, lnc.; and SocieE
Gcndrxlc are also sur'<cssful China
Icss<>rs.

These companies rcview the creden-
tials of potential Chincse lessees very
thorrrughly. Credit committc'es of leesing
companies and the parcnt banks of air fi-
nance arms look n<lt only af fhe rev-
enues necessary Io mect expenses and
scrvice dehts. hut they:rlso $crutinize
bank guarantees, aircraft rellisrration, se-

cured interesl, insur.rnce, laxes, and sov-
ereign imrnunity.

Though Chinese law technically per-
rnils l0 hnancial inslitutions to authorize

Suarantees in foreign currency. the Bank
of China remains the sole guarantor of
aircraft leases for Chinesc airlines. No
Chinese airline has cvcr defaulted on a

lease. but lessors demand the guarantee

nevenheless.

All aircraft operatcd hy Chinese air-
lincs-leased or not-are required to reg-
ister with rhe CAAC s Aircraft Airwonhi-
neis Dcpartment, and leis()ni insist that all
aircraft leases include languige stating rhar

thc airline musl maintain and operate the
aircraft according to the manufacturer's
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dollars or an agrecd-upon currency, usu-

ally in the denomiflation of the lease

Payments.
Finally, all foreign l(asin8 (ompanies

considering doinS business in China
must examinc llre PRC s txx code. This is

an ongoing task, as ttle Chinese teLx regu-

lation$ that apply to oveneas les.sors are

continually evolving. The PRC ForeiSn

Enterprise Income Tax Law sets a 10 per-

cent withholdinl; tax on rental income,

including finance leases, hut some pref-

erential tax treatmen! is granted to inter-

national finance leases mceting specific

interest cost regulations. Most aircraft
leases mandate that the canier indemnify
the lessor and lender against China's
ever-changing tariff r.tes. To stay on top
of these vital issucs, lessors should en-
gage legal counsel who closely track
China s tax cdes.

R.eody for tokc-otr

Th{nl<s to :r handful of trail hlazers in

China's aviation ifldustry who have
worked with Vestcm financial institutiorLs

and aircraft maoufacturers such as the

Boeing Co. and McDonnell Douglas
Corp., an adc<.;uate lcgal suucture for air-

craft finance is firmly in placc in China. As

this framework evolves, more and more
aircraft lessors are discovering that they
can enter the China nrarket. And as the
newly empowered Chincse airlines de-

velop their own financial acumen to carry

out ambitious expansion plans, opponuni-
tr(s for foreign air finance companies
should increase significantly. However,
the relatively small numlxr of financially
skilled Chinese capablc of working with
overseas banks and financial arrangers,
coupled with CAAC $ rcluctance to relin-
quish control over aircmft acquisition, n'lay

hold lvack markct dcvclopmcnt.
Despite China s p(nenlial. the global

shonage of credit ()ver thc last few years

has kept intc'malional banks and lessorc

f<xused on their tBditk)nal customer..-
niltionrl carricr..i. Chrnx's many new:rir-
lines thus have had to c<xrrpete with es-

tablished fbreign customcrs lbr the tight
p<xrl of tunds. As r resull, some are t)or-
r()wing at as much us 200 hxsis points
(,\'cr LIIJoR. As rhc c(dit tnrn<h hegins

to ease, hou,cver. lhis number should
come down, and thc nurnlrr of aircraft
leases in China could climb exponen-
rially. t
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Thc Nctrpitrski Ho{d B.ijing Lufthansa

Ccdtar. A simplc, atd clcgstrt, solution to

the compl€xitics of doing busincss

in Beijing.

Fo! reservations. call

Bcijing (861) 465 33Et or Hong l(ong

(t52) 877 3777 tn thc USA ard canada,

call (800) 426 3135 toll frcc.

In the UK, crll (0800) 89 85EE toll frce.

Or contact your locsl Lufrhansa officc,

travcl consultant, orany Kcmpinski Hotel.

standards. Rccc'nt aclidenls resulting lionr
inadequate crew tmining and allcgcd sul)-

stln(hrJ n)Jint(nJncc, huqtver. hltvc in_

creasc'cl lessor rnd manufacturer vigihnce
over lhe lessces' aircraft maintcnancc
records.

Securing fie debt

Thc rrtain sorry o[ (umPJnics l(.r\ing
aircr.rft i() Chinesc carriers is not fear o[ in-

adcquatc maintcnance. ho,,r'ever. lrut thc

awkward proccdures needcd to protcct

the lcssor's secured intercst in an aircraft.

Vhile Chinesc laws recoSnize propcrty
nr()rtSige ils sccurity for the obliSations ()f

tlrr, (lcl)t(,r. lh(rL' is n() lcgul rncelt:tnisnt

for recording lhis intcrest; the still-cvolving

CAAC d()Cs not rec'ord aircraft m()rtglges

ancl othcr sccurcd intcrests. To resolvc
lhis issuc. CA,{C has agreed to note the
exislence o[ ln aircraft monSagc in thc

aircmft's crflificate of registrirtion as writ-
tcn evidcnce of a propeny mortgrSc. In
the casc of lr default, CAAC would then .rl-

k)q thc lcnd( r t() rcposscss thc uir( nlft.

Lenclcrs vic* such prccauti()ns x$

mandi(()ry, since they post up k) U0 pcr-

cent o[ thc lirnds in a tax-blsed finume
lease. In lcasc rgreements \!ith state-

o*'necl Chincsc airlines, a waiver of sov_

ercign imnrunity that designates lhe Chi-

ncsc govcmnlcnt lcgally accountaltle lirr
its acti()ns under thc leasing contrlct is

included to tlnher protect the securccl

intercst ()f b()th thc' lessor and lcndt'r.

Japanese finance lessors also tlpicallv
negotirlc to includc contract lenguage

that stipulates that any legal proc'c'edings

will l.lc conducted in a comm()n l!\\,
(\)un in llrc l nil(\l Kjngdor)r. And.:l\ is

conrnxD prirctice throullhout thc w()rld,
coml)xnies lersing to firms in China afltx
lessor encl lencler naneplates to the
lclscd aircraft (usually in thc (\)ckpit)
an<l to each cnginc :rs additional prrxrf
r>f ou'nershil'r.

lV()sl ircr.llt operating and financt
leases an'nct l!'ascs u'hich rcquire the

lcssce to pr()vide both hull insurilncc
(li)r the xgrccd vxluc of the aircr:tli) ilnd
li.ll)ility insurxn(e. Thc Peoplc's Insur-

-rn.c (i). ()l (lhinJ ( I)ICC) insurc: (:hinll :'

cntirc nxli()n{l commercial fle'ct. I'ICC
pror icles thr' $(r5tt rnrllion stanrllrrl rrt.trr-
nrum liahilitl' coventge lbr passtnger ()r

propcny daruge caused bv an lircrelt.
If spc< ifietl in lhc lease agreenrent. thc

insurunce pr<reeds will bc pirid in tlS
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Thinking Gl olly,
Acting Locolly

I Bryon Botson

For Citibonk,
Asio is consumer
bonking porodise

I Bryon Botson is execulive director of
fie Greoier Chino Business Netwo*,
lnc., o pritoie, sponsor-funded corporo-
tion bosed in Boston. The Nehro*
helps smoll- ond mid-sized US compo-
nies furm skotegic ollionces in Ae
Greoter Chino mo*ets of Hong Kong,
Chino, ond Toiwon.

! r,hn Rrcrl. ,.'hrrrnrun und r'lrt,l'r,r-

I c< rrtiv,' olliter oi Citirorp. urrct,
I .:tid,rf ltis lt.rrrk. -\e wrllt t,) l)c

J r,rully gloh.,l :rnrl t,rt:rlly loc.rl.
A tlll orcler'/ Perhaps. But this concept

is thc clriving firrce behincl Ciril)ank s

(Citicorp s principal sLrbsidi:rry) el}i)ns to
lrrrikl tr gk,lrul rrrrtsurrrcr hlrnking erullue.
ancl noq,here hls the bank lten so sr.rc-

ccssh.rl as in Asia. Aftcr ncarly r ccntury
in the region, Citihank is virttrally us

rrllr,'h itn AsiJn inrtilulion.l5 :ln Arnerialn
one; aocl with the resourccs ol its gklbal
network on h:tnd, it is hrinSinf{ I wide
lrray of proclucts and senices k) its J.5
million Asixn custorrcrs. At x time when
othe. tls banks are shutting clou, n
branches or withclra$,ing trom Asia altcr
gether, Citibank is beconting cven m()re
deeply rooted-ancl profitable-in dre

area. Citibank s Asian consulr)er deposils
grew six fold to $13.6 billion betueen
l9U3 and 1992, while loans Srew scven

fold to $l0.l.l billion over thc sanre pc-
riotl. Overall, Citibsnk s earnings in Asia

have groun ltxrut J0 percent annullly
over the past dcclde.

,lust as profits fronr thc bank s Shanghai
brlnch ltclped kec-p the cornpany lfloat
cluring the Depression, Asian markets are
non helping Citibank rccover from ba<l

l,'.rns rn,l re,'ession-plJgLrc ol)(1Jti,'ns in

the \Vcst. Fr() 1 I99G92. the l)ank s LIS

reventres plummetecl ti(xr $204 milli()n t()

a nct loss of $5+.i million. l)uring the
sxme period, Asian profits more thln
doubled. from $125 rnillion to $319 mil-
lion. Citihank expects thxt thcsc profits

At 5100 million, the Citibqnk Tower
is the lorgest foreign investment in Hong
Kong, t,l\,ttI tt)lt'h!\.t4 ( itihutk

will c()ntinue to growi l)y tllc ycxr 2000,

its executives prcdict, Asixn nralkets will
account firr helf of ell Citibank revertr.res.

Topping Asio's sovings

Accorcling to AnIony K. Lcung,
Citibank s country corporale officcr lbr
Hong K()ng, the bank s sr.rcccss in Asiil
derives from lhe region's high slvings
ratcs. "ln Hong K()ng, ChiDi, South Ko,
rea,'lxiwxn, ancl Singapore we are talk
ing alnut gross savings rates of tbout 35
percent an extraordin,rrily high rate. es-
pecially n,hen you consider tl)tt the gross
savings rxte in the tjnitcrl Strtes is only
arouncl 3 percent. M()reover, the rverage
e\l) Sro$rh rat(j r,l tlrr..c A.iirn
cconornies tirr tlte past tlecltlc has heen
xrrLrn(l x Ix.rrcrrt. A,.lJ tltis figtrrt,rr, rhr' 5
pcrcent averirge infliltion mte f(r'the re

gion encl you gct (rughly l-l percent ilv-
erege growth iD n(xninal CNP. If ,von
rr 'rrrlrinc tlris r:rle $ ith tltc \ilrin!} r:ltc. rn

three yeurs the region s population will
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have savcd the e(luivalent of one and
one-half year's worth ol CNP. '

A look at East Asia s nominrl CINP

numbers lor 1991 reveal morc cleirly
why Citibank is bullish on Asir. Hong
Kong's GNP rcgistcre(l $lJ1 billion, Sotnh

Kore.'s $280 billion, Taiwan's $llio bil-
lion, Singap()rc's $21 trillkrn. and China's

$J7J l)illbn. Thc collcctivc CNP fbr tlte
regi(nr thus t()tllled ncurly a lrillion dol
lars. According to Leung's foanulx. thcse

counlries will s:rvc.rhout $l-5 lrilli(n by

1991. Ancl since nationill debt relative to
GNP in these countries is vcry small-if
existent-{hc' vasl pr()portion of wealth is

fuing helcl by irtdividulls.

Developing locol roots

Cilil)ank s efforts to l{ in rccess t()

thcse increxsingly affluent Asians has

bcen aidc'd by its krng lrist()ry in tl)e rc-

gion. The l)ank first enterecl Asia iD 1902,

wtcn it established lrrancbc's in Shang-

hai, Yokohrna, Manila, Singlporc, Crl-
cutla, ilnd Hong Kong. "llcctusc of our
long history, wc understund lhe local
community and the Lrcel narket l)etter
than rny othcr foreign lxnks, says Lc-

ung. "Yet urmparccl to the locxl banks,

we are very intemati(nrill- Citil)ank {)per-

:rtcs l global network of ()!cr .1,.J00

lrrlnches lnrl ot6ces in 9J coLurtlics-tlrc
orosl trfany l.lelk in thc worlcl.'

'Ihc size lncl sophisticution of
Citibunk s nctwork nnke il e touglt cotn-
pctilor in the ['l()ng Kong nrarket. whcre
thc lunk's high ttcs ancl portfoli() of scr-

vices clclrly reveal its prediledion fi)r
the ups(xlr cusknrrer. Acc()rding k) Tirrr

Kclley. scnior vice presideut ilnd.qenerxi
rn.rr.r!l(r ol' Cllrlr.lnk \.A. CI,,l)rll (:,'n-

surncr Marketing in llong K(mg, Our
c()rDpelil()rs riily that *ith their cards yott

cxn gel moncy llt aLrt()rllirtic teller mlr-

chines (ATM) urouncl thc world. whiclt is

tnrc. llul thxt's ell you cun clo. You can t

l)ank wilh their carcls. IlLll I ciln txkc my

Citicrr(l xnd ac(css my Nelv \ork rc-
count fronl rn ATM io ll()ng K()ng. I

could transti'r oroney liom lhxt ilcc()unt
k) rrry dlughlcr in college. I coukl trans-

fer money betwecn my savings and
clrccking accoLrnts. or I coLrld gcl ll()n!a

Kong clollars hy clchiring either t:f rny

Nc$, York accounts. This is pretty heavy

tcchnology.'
Harncssing uncl channclling suclr rc-

s()!raes l() mcct the neecls ol kral coll-

sumcrs is a priority lbr Citibxnk, whidl
lrclicrcs tlr.r( ilr r,rntrnu.rl r(s(.lr(h inli'
krcal custorncr neccls clc-fincs its lcarlcr
ship position in nlany Asian firarkets. ln
Hong K()ng, firr exantplc, tlre bank s re-

serrch Lrnil discovcred that Citil)ank cus-

tomcrs firund investmcnt-relxted in li )r-

mati()n in the newspaPcrs-ovcr (r00

nutual firncls lre listed drily-t<xr ovcr-
whelrning to he o[ rnuch usc'. As a rcsull.
t.ilrlr.rnk l.run,lteJ llrt iDv(\lrrr( nl s('rviL'('

The size ond

sophisticotion of

Cltibonks network

moke it o

tough competitor

in fie Hong Kong

morket.

thlrt rllows lny of its custr'rmcrs to work
with a tBine(l professionll to clchne the
client s tolerancc firr tisk lnd dcsign ap-

propriltc invcstnlent strxtegies. Thc pro
gram hes bccn well-received in llong
K(nrg and will soon l.lc introc|.rcecl else-

lvhere in Asix.

Ontt Citilr.rnk ir['ntifit's tlrc' n(ccl li'r.r
nes'product, it rcquircs only about thlec
nn)nths to devclop rtncl nT rtket thc- prod-

Lrcl in Hollg Kong. Kellcy. wh() cr[)c k)
llonll K(n1g xiier three yexrs in Gefl)rany,
reckons th!t the sanle proccsi *'()uld
tirke much lurgcr in Flurope. 'fhe diflfr-
ence is thrt in Eu()pe, tlterc s no risk in
taking 9 12 months l)cciuse no one clse

therc nn)ves quickly. Ilul in llong K(n]g.
tlle first thing yoLr chr is 1':ut a code namc
,,n irn r(lc,l: IIr:ll wil) . il lllc c',rdr n:trtlr i.
lcakccl, your c()mpetitor won t ku()w
rvhat thc prr rrct is. llut you still hnve lo
intnxluce thc prtxlLrct quickly. l)ecluse if
you ckrn t, sonreone else sLrrcly will- Our
(rxrlpetitors movc !ery qLrickly here."

Pc'rheps because of this strong cclllrpet-

ilive presslrre. Citil)xnk Hong Kl)ng hxs

Iten a lcuder in innoviltions designcd to
keep its cust<lmers happy. l'or exeurplc.
Citibxnk IIong Kong wrs the first l)ank in

thc (erritr)ry 1o intr(xluce:

I An intcgrated multi currency account
(CitiPlus) lor both cxll and time de-
positsl

I A conrprellensive electronic hotlinc'
tlrrt enables customers to check ac

count l)alanccs, transtcr hrncls lmong
xccounts. roll over accounls. end ex-
change currencies;

I A packagcd transactionrl account
(CitiOnc,), n)xking Citibank the first
bank ro off'er x corsolidatcd state-

ment. daily compoundecl intercst oll
deposits, ancl no-l'nuncc chcck pro-
tccti()n: and

I A 24-lrcur, operakrr-mannccl custoner
service h()tlinc.

U:li,r'(l (,n l)()lh it. recor,l of rggrtssivt'
product inn()vation and stnrng growth in

th( Asiirn rnilrk('t. Cilil)irk i\ (,plin)istic

lhrt ils r',)nslrIl)cr l) nkrng l)U\in(r\\ in

Asia will c(Dtinuc to grow 25-30 pcKent
a year. Alreadv, there rre around 10 mil-
lion individr.uls in Asia (cxcluding.lrpan

:lnd (:lrinJ) in (.itilr.rnk:' I:lrA(l !r.rrkcr-
tlrose who carn at lcast $J0.000 a ycar.

Citil)rnk e\pects the rxnks (r-tlrese high-
carners to triple hy the end ()l' tl're
tlcc.rclc. A: l(\lilrrr(nl I(, its tonfirlcnrc in
thc rcgion s polciltixl, Citil)xnk invcsted

$100 million in thc rccenlly coorpletecl

Citil)lnk Tower, thc largesl investment hy

any LIS corporrtion in Ilong Kong.

No quolms obout 1997

In\(slinl,l ruLh .r httgr'rtrrtt in tl)('I('rri-
r,)ry ((, \run l)1.f,)rc it re\'(fls tr) Cltin.r

might seem foolhardy to sorne, but
Citil)rnk is undcterre(1. Srys Lcung.
''\fle vc lxcn hcre lirr 90 years ancl have

seen a lol of changcs. \Ve rrlrclc it
thr()ugh the civil war in Clrina. thc Jlpan-
ese ()ccupxtion, lnd the txkcovcr ()l
Cltitur lt1 tlte ('()nlrnunri'l{. lc)i)- ic g,,ing

to be u changc, bLrt c(nlrprrcd to llrc Prc-
vious changcs thxt China and Hong Kong

have bccn dr()Lrgh, it s n()t tlrat dranlatic.
As e blnker. onc' hes kr lrxrk ut lxrth risk
and rcturn, ltncl IIte return here is very.
vcry grxxl. '

'1his is not the case, l()wever. ()n the
lDrinhnd irt leasl. nol yet. Citibank hus

trvo l>ranch olhcc's ancl thrce reprcscnta-

tivc olTiccs in Chiox. bul sincc Chilcsc
l{u pcrD'lits firrcign banks t() dcrl only in

ti)reign currL'ncy xnd only with corpora
ti()ns (.\.,(, p. 40), Citil)ank s consurner
banking group hasn l scen mLrch rction
or'r thc nrai,rl:lnd. Prrhaps that is why
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(litibunk ollitiills jie(rn t() \'ic\\' l99l as

r)l()rc ()l'an ()pp()rlunilv thiln J risk. -lD

199-. ll{)n,l Koog Nill l)( (;hini. sx\.s
Kclltt" "Iltut rDci[ls s(]()n(r ()r lirler
(litil)xnk \\ill hurr. tht rhilih t() clcil ,Nitll

Cllinrsc (ltircns rrncl that sill l)ring \\1)n-

<lcdttl opprlnttnitics. Arkls l-ctrng. \Iith
its sire und poPulution, (.hinu is nrrrre likc
l (()nlinenl tlrrn x singl(, (()Untrv. H()ng

K()ng ii' llr( ll.rnlr.rtl.rn ol Sr,utll ( Itin.l
llrt tltcre *ill lrc scveral rclli(nxl gr<)up,

ings rvilh trmnrr.rcirrl ccnlcrs 
-Shtnghili.l,,r r's.rrttIl['. u tll lrc tlrc rorrrrtrlrcr.rl c'rrpr

lxl ol lllc North. Vc virw (lltint as a

(()unlr), \\'illr trunrcn(L )lls lx)tcnlial.'

On $e upswing

(litilrurtk s ;\siu ()l)crirli()ns. pxrticulerl,v

in Ilong Kr:ng. r'lcurll lrok ilr:r<n'lg Ihc
(()rl)(r'llti()n's su('ccss st()tics. ()\er lhc
nxsl fi\ ( \'(lrr\. thc !)xnk hJs l)cc(nne the
rt'r'.rtrl l.rrSr'st r..trt r ,rl t rcrjrt r.'.rrcl. in
lllc lerril()n. sl.lrlin,] fr(nlt I l sc (r'vinu
rllr rer() Il (:itil'rxnk ltrs env clillicuhies
in Il()ng K()ng, lllc l)lnk vic\vr tl)cnt !s
c\tcrnlllv gcr(rxt.(I. tlong K<rngs higlt
i r t ll . l l r , , r t . r r r ( l ( r tSr.llrr rn r:ll(,\ ltil\ ( in
r'rcrls((l ()l)crarlint (()sls. Ii)r r\xotl'rlc, l)ul

Citibonk is optimistic

thot its consumer

bonking business in Asio

will continue to grow
25 30 percent o yeor.

rrl)ensc r.lti()s :rrc l.:(x)(1. l)crsrrrirl inlcr-
vic\\'s \\'ill) (lilil)llnk cusl(nn(.rs in II(ntg
Kong. howerer. in(li(irl(, tlllrt ilt l(lrsl
s()tn(j (lirnts l)tvc llir(l s( r\'i(-( rclillc(l
problcnrs \ith tlrr l)xnk. Scvcrrrl .us-
l()Dlcrs Il()t((l tlrrt !'e lrecl prolrlcms
tr:t nsicrrinq Ittnrls lrctrrctrt orrrsces
lrrlnchcs lnrl scrc tlissutislicrl uith thc
lunk s cll(,n\ tl' r( Itttrlr tlrt' 'ilrr.ttil)rt.

Crrsknncr (rnnl)Lrinr:, rrsi(l(.( litilunk ( )t'

ficials cxgrrcss (\tn(crn r)\(r- llt( \1)l:ltilitl
ol thc lkrng Kong lrtrsincss rlintutc. If

votr kxrk lrl thc ILrng Senll ilnd rcill cs-

lxlc rrr.rrk( l rndircs lirr tlrc l).r:'t l(t \(..1r\.
Kellev slvs. tltcr lrxrk likc r)rountuin
r:rn8(s Th( i'l(xk ttt.rrktt rr.rrltrrl rrlrr'n it

nus lnnounccrl Hong Kong urlrkl lt rc-
turnc'tl to China. 'lhc cvcnls :rt 'liunun-

rttcn S(luilrc \\'ere xn()tl)cr shork to the
nrxrkel. Ilut thc rcul cst:rlc r'rirslt in tht.
1980s had n(nhing to &) \\ ilh (lhi.tl. This
t)'l^- of volitilir)' $ill ('onlinu(,. l)Ut llong
K()alg is prctlv rcsilirnt. Wc vc nc\cr l()sl

xny nmney on the thc ( rc(lit si(l(, l)ccxusc
ol-thcse cvcnts.'

Cilibrnk s rcccnl pcrlirrnt;rn(c clcerly
reinforces this cortllcir:ncc in thc l.)lr'rk's
Asir ()peruli()ns. Pr()lils for thc bank s

gkrlral consunrer lxnking lrusincss rosc
--2 percent in thc Iirrrnlt (lu:tfler ()l 191)l

alrxrc. giving thc rlrgrnizilli(r't I nrl pr()lil
of 5250 millkn li)r lllc lexr-ils l)(,st r!--
sult sincc 19tilt. N'illl ncr clrnings ()f
S122 milli()n li)r l(})2. (iitil);luk (.Jrnc(llil
A-nrinus crcdir rlting front Slxn(l:lr(l &
l)o()r's. $hi(lt :rlso upgnrrlccl tlrr. ltunk s

()ull(x)k lronr ncg.ltivc t() sl.rl)lc. ll its
s ('(-css in Asix c()ntinucs t() sl)rcltd
lrnxrncl thc \\1)rl(1. (iitil)lnk urtrkl lr:tvc e

prrsitivc r,rrrh,rrk rr no I I( i

5 REASONS TO PUT AMGHAM ON YOUR ADVERTISING SCHEDULE

* lnternational Audience
* ABC Audited
* SRH Surveyed
* Professional Correspondents
* Ouality Business News

* Michael Elllott, Washington DC Bureau Chief of The Economist and writer of three documentary fllms tor BBC

* Da!,id Lampton. President of the National Committee for US-China Relations
t t{arry Hardlng, Senlor Fellow in Foreign Policy Studles. Brooklngs lnstitution
* Herbert Stein. Senior Fellow at the American Enterprise Instltute
* Walter B Wriston, former Citicorp chairman and Reuters board member
t Mlchel Syrett. edltor ofthe Appointments Pages and co-edltorofthe Public Management Page atTl]e LndonTimes
* Dr R I Tticker. editor of Oford-based journal, Corporcrle Gouemonce - And Inte.'].o,til)no,l Reuieu.r and world-

renowned expert on corporate govemance.

Lr**S[**an chamber or comn,crcc in [r(n,s Kong
Cotlacl: Margar<,l De.fetlsor, Aduerti.sit].g Sdles Execuliue. Illblicalirns DepaJlment, The Anr€'iccut Ctomber ef
Convnerce it I long Kong. GPO Box 355. Hong Kotrg. Te'I: 8521 526 O 165 / 525 a638: Fttx: (852) 81O 12a9/ 596 Og l I
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Citib;rnk olficiuls clxior lltlrt lltc con]
penl s st;rll tLl,l()!(.r allcs :rrt, litr ltkru
the in(lusln ercr:rgc lrncl th:rl ft\'tilur to
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FOCUS

g) \\'lt;rt rkr \'()r.r l.a!'l \\'llcn \'()u c()ntl)inc nrirrk!'l
t('li,r't)ts. lr)\\ \\ill.l( s..r inrlttslli,,tts

lirrcign cxtlrrrnge restrictions unrl ullout'rl (lltirrt'se

crlt('r'l)risrs to rctain much ol thcir fi[t'ign
rxclrrrlrgc clrmings. lrut Chinu s al)l)clitc lin'li)rcilin
grxrrls:rr.rtl tcchn(r()gy [rr txcct'tls tlrc (()r.rnl11 s

srrpply ol tr:kl clisll. And prcr.ious plol:lcrtts rvitlt
Ioult grltrru'ttccs lln(l clclaults hlve lcti ntanl'lirttigrt
lllrnks (rtt;rnt o[ rr hom arc n()rlc lrxr llLrslr

llrt'rrrstlvcs tlrcsc duvs) sun of (.hilur lentling. So

rr lurl s :r trrrttllltnl to clo'1

Irr lr u ortl----.r rpkrre. Chirur's rlccpcrring rt'tirlrtts
Irnrl lxxrrttirrg ec(monrY ilrr lrtlril(tinll Bnlrrtt'it'r's
lxrtlt pLrlllit :tntl prir':tte. ln thc tirttts tlltt lirlkxs.
rr c r e lrigltlightc-tl sottlcc-s of linrtnciltg lirr llrttk'
iln(l iD\cslnt('nt th:rt n)xr.l\ trrDtlllttric's Driglrt nOt ltc
Irrnrilirrr' 

"r 
itlr. l-he \\irrlcl Bunk (irottP s

llrl( rnilli()nlrl l;ir.t:tr.tcr-' (iorp.. firr crlLrnplt'. is ltttirr'lt
It x rk ing fi rr (iltinrl J)r()jccts to rr hit lt il crtn lt'ntl
( l) l- I. Ar)(l .lll).r1 . ( )\ r'h('iri l.r , rtt, rtttir
(ix)l)( rirti{ )n l'Lrntl. .t lril;tt(r':tl il.si.l.ll](('
o[qlr|tizlttirlIt, ltrvlrlcls procrr[cn]cnl (()ntr:l(ls l() n()r.l

J.rprrrtest' llrlls (l).-10 ). 
-l hc firt Lts ltlso int lLtrlt's rttt

llss('ssr))('r'lt ()l tltu stxtc of itrtlrtstrirtlizctl-t'r tLtntlt
((),1((ssi()nirn'lenclin.q to (,lrine ( P.J6l lrntl lt kxrk;tt
Irorr lirrt il.lrr lr:rnks pcrcr:ivc thc (llrinrr rrtrrkr't
( l). t{)).

It is orrr Iropc Ihirt tllcsc st()ric5 \\ ill lrt'lp r oLr

lrrkt' rrrh rrntuge oI-rtll possilrlc linrtrrr'irrg
( )l)l)( ) u,rilics. lrll/{r'

r.vorkli rrt c, rr ncl 1 . 2 lrillion consLtutersi'

tr /\r'l1url (;\l'glorvtlr of 12 pcrccnl rrr.trl

cr (r'r lrr xlr 's illt('nli(n).

,\s \\'c ('lrl('r rrritl- 1993. Chirlr's econontt'
c()ntinu('s lo rtLtkc ltc;ttllilrts. Inclttstt-i:tl protlttt titxt.
firrcigrr lrrrtlc rrn(l in\ eslntnt. end pcr c:rPitu

c()rlsuntl)li(),1 lrll solrrctl llrst t'cer. lrncl st:rtistits firr
thc Ilrst li'rr ril()r'rtlls ()t 1993 intiicetc thc gr()\\11)

l ill contirrrrc.
'l lris ctolrontir tlYnlrrttisnt is ltrring lrll tt pes of

lirrcign conr1xrnir's t() c\;lntinc lrttsincss I)r()sl)(cl
in tlrc l'll(1. l S lllrrrs. rlcslrilc lhr:1.loliticul tcrtsiott
l)( l\\(( r) \\.r\lrinSl r):rrrrl ll('ijinil.:lI( nr) ( \(( l)li rl

I l5-(llrirtl ttttlc lcltlrt'rl .15 yrrccnt lrtsl ycur. ruttl
crtrrpolrrtt'cl filst-lrrrll li;ltrlcs inclicrtc I S

irrrrstn'r('nt in Olrir'lir nclrrly triplctl. At tllc US-(llrirrl
llLrsint'ss (irLrntil. ue lc lrcing bcsicgcrl ll'
rcrltrtsts-liorrr oltl-tinrcrs lrntl nescorttrrs :tlikr'-
tirr inlolrrrrrlion on lrou lo tkr lrrrsir.tcss \\ itll (lllinir.
Sorttt' ol llrt' nl()sl (()nlnl()nl\ lrskrcl clltcstiorrs
cot'tt t'flt It tr;tt tt in1.1.

\\'ltt'tlrt'r' \()u r!' ll tlr(lrr or inrtstor. oltt:tinirr;g
lilrtls lor (.ltirtrr clcrtls is rt r'r'itir'ul. untl olitrt
tlilllt Lrlt. tlsk. llcijing rurv hrtr e lilrtltlizctl ccltrtin
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FOCUS

lnvestors P eose App

I Mumloz Khon ond lucy Perkins

IFC is eoger to

promote privote
investment in Chino

A*[ill,f.ffi;'*
\\'its iln Inlrrnrli.)nJl Fin.rn(c (:(,rnr)crlir)n
(lF(;) dclegirlion lccl hy Exccutive Vice
Prcsidcnt Sir \villhm Ryrie. Having just

received ollicial approvll to ovcrscc the
r<[rrrnr o[( ltin.r s s(i,n{rn). Vi('c l)r('nrrcr
Zlttr grvc lris strong supp()rt to ll.C's
plannecl $600 million. tlrrce-year invqst
nlent progriro] in China. Tlrc progrlm
rcpresents x signillc.lnt ul)gracling of IFC s

prcsen('c in thr PRC xnd reflects thr- coF
porrtions perception thit thc Chincsc
econorny offers r growing nrrmher of in
vest,nent opportunities. Since IF'C ()pcncd

ln office in China last Ockr)er (.!'.? l)ox),
tlrc corporltion h:rs reccivecl lrtrn<lreds of
in(luirics xnd projccl pnposals fiour both
Chincsc ancl firrcign 6nns.

ln the beginning

Ustablishecl in 1956, IF(: is lltc privirte-
sfcfor rror of the Vorlcl llank (;rorrp. Its
nurrdate is k) slintulitc l)rivatc scc()r la-
ti\,ity in (levcl()ping (()untrics l)y invcsting
in finrnciall! viahlc comprnics, lrv prtr
viding l()ilns ancl cquity to srrch coDrltl-
nits. rtncl by m(r)ilizing ()thcr sourccs ()f

investmcnt capit:rl. IFC ilso suppofis llcll
Lf.ll (((,rr()!rll\' l)ft Ur:llrr{ in ([\(l,,pi 

l.l

countrics by :lssisting in privxtizilti()n xn(l
in tlte tlcvckrpmcnt of c:rpitul nrrrkets.
\(ith $10 hiltion invcsrc(l in mor.,tltxn
2,000 proiccls in over l(X) cotrntrics. IFC

Y

is the largest sourcc of nlultilxtcrirl funcl-
rn,t t,) thc priv:ltc s(('lt)rs of developing
natti()ns.

IFC is lcgally scprrate fronr the IJ[orld

Ilank. rlthough lrrth are governecl and
on'necl by the szrmc member-country
govemnrents. which currently nuruber
l5l. Thc lxrgcst shareholdcr is the Unjtcd
Stxtes, with xn approximate 25 percent
voting share. Japan, Cermany, fie l.Jnited

Kingclon, France, and Canada together
holcl 27 percent of the voting power. the
othcr industrialized colrotries hold 18

percent, and 131r dcvekrping colrntries-
inclucling China-shrre thc remaining -10

perccnt.

In lcnl.,)l .t.rli :rnd funding. IFC is r
fiaction of the size of the IJForld Ilank.
IFC employs 1,200 peoplc worldv,ide
ind invested $1.82 billion in equiry and
loxns in 1992. IIjC xlso mobilized an t(t
ditk)nal $1.ri billion in syndications and
unclerwriting. Unlike thc Vorlcl llenk,
h(r'ever, II'C cannol acccpt governnrent
guirrantees lbr its loans; they must ltc
matlc on a prrjc'ct financc basis- Il'C cx-

Pects k) r1'colrp its investrnent bascd on
projecl exanings-not on govcrntncnl

Suxrxnte cs-iln(l requires investofti to
gr.rlrantec physical completion of a pro-
jcct, hut not the contmercial risk.

IFC ond Chino

:in(( 1,)x5 IFC h:ls inv|st(,(l xppr()xi-
nlrlcly S5U rrrrlli,'n in [ivc pr,,jt'rrs in
Chinil. IFC has lrcen impressccl with the
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fast pace of China's economic reforms,

which, among other important changes,

have given greater fieedom to non-State

enterprises. ongoing discussions be-
tween tFC officials and rhe Chinese gov-

ernment, moreover, indicate that these

reforms will continue. It is this growth in
China's private sector that has compelled
IFC to heighten its presence in the PRC.

lFC s definition of ll)c pri\ atc \cctur in
China is quite liberal. Collectives, town
and village cnterprises (T\rE\). and sino-

foreign joint vehtures are all eligible for
IFC funding. The only enterprises that
IFC rules out automatically are State en-

terprises rhat are 100 percent govern-
ment-owned and have no intention of
dilutinH therr g(,vcrrxnenl share. ln prin.
ciple, IFC is willing to w<.rrk with Chinese

enterprises that express a strong commit-
ment to become less than 50 percent
govemment-owned. The corporation has

alreacly met with many Chinesc State-

owned enterprises eager to introduce
private owncrship. These enterprises still
donrrnltc the nilti()n s h(;rvy industries

and their privatization eflfons are closely
watched by foreign investors.

At thc request of Vice Premier Zhu,
Il-C is in thc process of establishing a

ioint-venrure consulting firm that will fb-

cus on the needs <-rf State-orvned enter-
prises as they transfbrm themselves into
companies limited by shares. Still in the
conceptual staSes, this firm intends to
help entcrprise$ rehabilitate and restmc.

ture in preparation for puhlic listing, an

incre.rsingly ponuhr nri!alizrtion oplion.

By so doing, the consulting ioint venture
will complement the work of auditors
ancl underwriters.

tFC also plans to become increasingly
involved with collectives, town and vil-
lage enterpriscs (T\4sr. and purely pri-

vate enterprises either by making loans

and equity ilvarlalrt- ro su(h cntcrprisc:'

directly or through joint ventures set up
with foreign partners. Many TvEs and

collectives are considered good potential

To dote, IFC

lending in Chino

hos been directed

solely to foreign ioint
ventures.

partners for foreign investment; even
though thc' ownership of thesc enter-
prises is someti,nes unclear, IFC consid-

ers these enterprises private because

they operate with a private-sector, profit-
ori(nt(J approllch lnd do nr,l rcceive
the type of govemmenr suppon granted

to State enterprises-

To introduce Chinese enterprises to IFC

investment options, IFC staff conducted
seminars throughout China at the cnd of
1992. l)uring the two-weck period, over

750 enterprises anended briefings in tsei-

jing, Shenyang, Nanjing, Shanghai, and

Shenzhen; IFC then held follow-up meet-

ings with almost 100 of these firms. In
Nanjing, the seminar was oversubscribed
thrce fold, wilh rlm()st 500 entcrprii'es
wishing to attend. Later this year, IFC will
hotr anothrr rounJ of meelrngs in
Chongqing, 'iuuhan, Hangzhou, Xian, and

othcr Chinese cities. Seminars are also
planned for Hong Koflg,Japan, and South

Korca.

Finoncing ioint venturee

'lo clate, IFC lending in China has been

directed solely to foreign ioint ventures.

The corporation is working on or con-
templ:rting pruic(ls with comp.nic\ rn J

number of sectors, includinll cement,
glass, petrochemicals, electronics, tires,
automobiles. pulp and paper, and bank-
ing and finance.

I'erh.rps the most well-known IFC pro-
ject in China involves the China Bicycle
joint venture between the Shenzhen Mu-
nicipal Light Industry Co. and Hong
Kong Link Bicycles Ltd. (.s€e p. 52). ln
1987. IFC contributed $5 million of the

$18 million necded by tbe ioint venture
to expand its production facilities. T<r

hclp finance construction of a new fac-

tory in 1991, IFC made a second loan of
$12.5 million and becarne a shareholder
by participaring in the company's first
share issue. IFC now holds 12.5 percent

of thc' China Bicycle B shares that were
listed on the Shenzhen Srock Exchanlle
in early 1992.

It-C is also involved in Cuangzhou
Peugeot Automobile Corp. (GPAC). a

joint venture between Guangzhou Aut(F
mohile Group Corp. and I'euSeot s.A. In
19ti5. IFC providrd ovcr $3 nrilli,rn in

equity to the projcct and a $15 million
loan to help finance GPAC s initial pre-
cluction oi 15,000 pick-up trucks. In
1991, IFC helped raise capital for the
company s second-phasc' expansion entl

is now discussing anotlrer maior plant
enlargement. Initial Il-C worrics about
the leck of development in South
China's automohile industry ancl other
potential risks havc been far or.rtweighcd
by the region's dynirrnism, adaptability.
and rnrrket oriented outlook. The pr(r-
jecl to d:tte has yielclcd prolils ft)r l)oth
GPAC xnd lr-C.

IfCs nrost r(((nlll rpprrlvt-(l pr,)jc('l in

China is thc $20 million Shcnzhcn

I

IFC Essentiols
Ilntcrprises interestecl in working with lhc IFC in Chinn can conlact the
folk;wing IFC offices:

Mah Olnr:e:
Mumtaz l{ran, divisi(D managcr
Asia I)eparlfilent
Intcm.rtional Finance Corp.

1850 I Strcct. Nr0i'

V,Lshington, DC 204-'il USA

Te| 202/i7"t-0620
Fax: 102/3J4{2-14

Cblna Ofice:
Victor Yilng. rcsident reprcscntxtivc
lntem:rtional Finance (:orp.

I lnit 1711, J7,'I-. Jing Cuang Ccntrc

Hu Jia L()u, Chaoyang I)istri('t
Bciiing 100020, Chin.r

Tel, tl(r'1,r501'5I71. 517-2

Fax:lJ6- I r 50l-i176

CONTACTSI
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Taiyang PCCP Co. Ltd., a ioint venturc
hclwccn l)Jyl(,n. Oh io-ha scd Price
Brothers Co. and several Chinese partners
lo (()nslru('l J pre-str(-sscd concretc pip(
pl.rnt in Shcnzhen. This projecr e,ill pr(>
ducc large. hiSh-quality water pipes
needecl for the region s construction
bo(rm. IFC'S invcstment is a $l million
equity share xnd a $4 million loan.

Vhile most of the IFC'S invesnnenls
have prrvcn profrtahle, not every tFc-fi-
nanced projcct in China has been com-
plctely succcssful. IFC invested in rwo
other pr()i.,ctri in Shenzhen hefore 19U9,

hoth of which expericnced some diffi-
cully. In onc <:rsc. thc cntcrprise s foreign
panner \lcnl bankrupt in its home coun-
try. but lhe projcct has continued and
rx'ill stan full producrion rhis year. In the
sccond casc. lhc foreign partner could
n()I compctc with Hong Kong ioint ven-
turcs.rlrcldy (slJhlishcd in the region.
IFC has offcrcd to assist with the restruc-

turing of thc project.

Joint vcntures will undoubtcdly con-
tinue l() l)e a mxjor IFC investment target
in the near future. IFC will likely diver-
sify, howevcr. lrccoming more involved
in hrgc-scalc projccts wilh an increasing
variety of enterprises throughout the
country (.r.r, tablc).

Accessing lK fimncing

Brxh Iirrc,ign and Chinese joint-venture
pirnners arc encourigcd t(, xpproach IFC
f ith projcct ide:rs. IFC is open ro prof
itahle protccts in almost all sectors, with
only a li,w excepti()ns, such as real es-

tatc. All potential lrc partners are subject
to thc sa,nc app()val procedures.
I QuaUrytnS crtterla

To be considcrcd by lF-C, any given
p()iecl nrusl entilil costs in excess of $15

million. 'Vhile heary demand for its ser-
vices has generally pushed IFC interest
toward proiects costing al least 530 mil-
lit>n, the c<lrporalion will consider smaller
proiects in slrcial cases. Calculations for
total p()icct costs takc into account inter-
(st plrynrcnts madc during constnrcrion:
working capital; land, building, and
cquipment costs; and other related ex-
penrics. Thc enterprise must also be mov-
ing roward lcss than 50 percent govem-
ment ownership, although IFC is flexible
\tr'ith this requircntcnt and is willing to
tli.,crrss uith c(,mplrni(.s how lo achicve
this critr'ri()n

Tht'rc is no standxrd appli<latioo form
for IFC financing. A conrpany or entre-
prencur sccking lo cstablish a nes' ven-
lure ()r l() cxPand an (Yisling enlcrprisc
can rcqucst a mccting w'ith IFC staff or
suhmrt prcliminrry proic('t or enterprrse
informalion. Aftcr these initial contacts
and a preliminary review, IFC will re-
qucst r det.ril(,(l ferrsihility study or husi-
ness plan to dctcrnrine whether to ap-
prais('lh( pr()jc(t

Pr()iect pr()posals should descrilr the
proiecl s l()cation, type of product or ser-

vicc, nccde<l raw matcrials. planl capac
ity, cost. estinlatcd timing of start-up, tar-
gc,t market. and ou'nership. Backgnrund
in[ormJti(,n ()n h()lh l(,(Jl an<l foreign
panneni sh(,uld also lre included, cover-
ing such dctails as datc of eslablishment,
numb<r ()f eorployecs. principal prod-
ucls. :lnd othcr relcvant information
I Flnanclng optlons

IFC can providc loans or equiry for a
prcject, hut prelcrs to provide both if
possihle. 'l'hc corporation can fund up to
25 pcrcent ol k)tirl proiecl cost or up to
$100 ntillion per proicct, whichever
amounl is krwer. IFC cln also arrange

loans to raisc any remaining capital
necdcd by an enrcrprise. IFC expects to
undertake its first i,)ndicated loan in
China---{nc of lhe nation s 6rst without a

govemment guamntee-within the year.

Several forcign commercial banks have

alst> cxpressed interest in entering China
under such an IF'C syndicatbn.
I Terms

IFC will not take more than 25 percent
equity in any single proiect, and it neither
wants to h{] the single largest shareholder
nor to be diredly involved in the man-
agsmenl ()[ lh( Proie(t. On occasion.
however, IFC representatives will sit on a
company s hoard of directors if the pan-
ncrs lx'lievc thc multilateral corporation
can play a uscful role.

! Loan condfttons
Ir-C makes klans in hard currency,

such as US dollars, Japanese yen. and
Germln nurks. and chlrges market in-
terest rates conrpetitive with those of
commercial banks. IFC's loans are long-
tcnn. ftlnging Lrp ro l4 years. rnd can in.
cludc a grace period of up to 4 years,

depending on the needs of the projecr.
IFC s loans are securc.d by project assets:

thc'c()rfx)r:rtk)n is, in fao, pioneering ef-
forts in sel,eral cities to register mort-
gagcs on projcc't land-use righrs. All IFC
finlncrng is untit'd. lnd thc corporation
plJ(cs vlnuxll) n(, c(,ndilions on equip
m('nl purclusc\-pr(\'urcment is left up
lo thc b()rr()wer.
! Tfmjlu

IFC prcllrs lo lle involved in proiects

at the carly stages s(, that it can respond
quickly oncc tlrc lcasibility str.rdy is com-
pleted. Irr general, oncc a full feasibility
study has ltcn receivcd, IFC crn process

a project proposal within six months.

Full specd ohcod

Vith many projccts in China already
un(leN'ay and I solid. established rela-
ti()nship $ith thc govemment. IFC has a
signi6cant stakc in China s de,r'elopment.
lfc s fxilh in Chin.r's futurc is under-
scored by the corfrorati()n s program for
thc ncxt sevcrll ycars: IFC expects to
triplc its cxposurc in China this year,
f(rm $50 million t() $150 million. Thc or-
ganizxtion thcn intends to triple thar fig-
trr( rrguin lry l99r t,, $r5o rnilli,)n IFC in-
vitcs foreign invcstors to contact
reprcs(ntillivcs to <iiscuss possihle coop
emtion. i,

IFC Proiects Under Considerotion for Chino

Type Province
Totol Project Cost
lS millions)

Aluminum cons
Auto porh
Cement
Chemicols
Floot gloss
leod/zinc mining
Power generolion
Pulp ond poper
Tele-commrrnicotionq
Tires

Guongdong
Jionosu
Shoidons
Jiongsu
Iiooning
Gonsu
Gr-rongdong
Zheiiong
Jiongsu
Zhejiong

30
60

120
0

130
80

000
260

30
140

SOURCT: ifC
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US firms ore
gefting better

of occessing

OECF prolects

I or I S llv(lr:rulil lurl)lne lrr.{nul'J('

l-,,,r., Vrnrlr llytlr,r ln(.. !\innin,r.l
I $ () lililli()n (()ntnrtl hrt velr lhr :ur

I .n"r* pr()i(rr in llciiing $ir\ ilscll

an cncrgy- in tc nsivc un(1.'rtaking. The

cornltany lrgan \v(x)ing its customer. lhc
N,)rllr (:lrinir l),)\rcr Adrllinri'l rilti(,n. in
19115 I() srr up itri l)id to suppll'turbinc
cquipn)cnl li)r the Ming T<>nrhs (Shisrn-

ling) p()\\'cr stati()n proicct. Travcl ancl

rl:ln-ll()rrr (\)sls il)sorltd lt.v Voith llyclr<r

exc('Lrlivcs dltring the s('vcn_)ear pr(xcss

u crc helir,. lrut hlrtlly unusull for a conr-

pltny scarrring it c()nlruct half['ey aroun(l

thc worlcl.
Rlltltcr Lrnc(nr)!I()n for a tlS cr:nrpany.

howcvcr. rs thc litntling sourcc Voitll lly-
clro wus alrlc t() tap li)r ltrc Pr()iect. Thc

Y()rk, Pcnnsylvrnia-busc-cl tnanulacturcr
crrcke<l $'hut nrany l>usincsspeople hc-

lier,c to lt lhc l()ulihcst nut in Pft)iect fi-
nrn.c: g( )\'crnment -su pplicd dcvclop-
nrent ilid lr()nr -lapan s Overseis
t:('on()nrir' (:( x )p(ritl i()n Fund ( O!:(:li ).

t-ikc a largc nunrltr o[ trufrr infrastntc-

tLrrc I)r()ic('ts iD Chinil, lhe l\'ling lirnrbs
tircilit) is l)r'ing finlnccd by conccssi(mxl

ycn lolns fr(nn Oli(ll,.litpxns m in lid
:rgcncy. ()11(l| is l( ncling $l(X) mjllk)n l()

c()nstrlrcl rn 1100 M\v.puDrpe(l-st()rilgc
plant clcsignccl to dcliver power to nrct()

I)olitxn llcijing. 'l he plant *'il) PUn'tp \iiF
lcr into I nun-rn:tclc litke it lhe I()P ()l x

n(..rrl))' rr()unl.lin irl niSlll, \\'lx'n ('l(\lrt('
it!'priecs irre l()\\'. ilnd nln thc \\'iitcr llxck

ckrun tlrnrlrgh hydraulic turlriltcs to gclt-

criltr ps{k p()wer to nleet hearry demand

li'r (lc.rrRity cluring the d.ry. EIin I ni()n

A(;. an Auslrixn generalor producer. also

u'on l $,i0 nrillion sbare of the lender as

! sul)c()ntrr('lor to voith Hydro.
(i)nsi:ilenl $ith the gorls of OECF fi.

nancing in dcveloping countries, thc
Mirtg Tonrlrr ltrojut [or'ut" (,n l)(x)sling

<lhinr's inthstructure to promote indus-

triirl devcl()pnrcnl lnd creale iobs in thc

l,RC. Irlany li)rcign rnd Chinese comps-

nics have lx'en rggressivel,v pursuing-
and winning-sinrihr (()ntracts funded
hy sofi loans l(rn the OECF. The 1S
governrncnt. ftrr its pln. is trying to Push
Anrcricrn firrns to birl ruore actively on

OtiCl.' projccls.

Sorne lirrcign critics, houevc'r. charge

thxt'li)ky() uscs bilatcrel lid pr<>grams

llrgely to prorrtotc .Japxncs( exlDrts and
(,r'crs(irs in\'('slrrr('n15. Jn(l lhJl [(,r('igll
hnns tltus slirn(l littl( (llxn(c ()f $.innrng

lai()r c()nlrtcts lrvardctl throttgh thesc
progranr. Rrircn ()n, clirector of Tetrrplc

I ni\,crsitv s lnslitulc li)r l'acific Rim Slud-

ics in Tokvo, r'ountcn lhese claitns, sl1.
ing thxt '.)xpxn has clcarlv rt]ol'ed rru ard

nlore ()penncs,s in bicltling proccdures fbr
ouCF-funded pr()jccls, c()n]pare(l with
Ilr c ( )r l('n yc.lrj. Jgr ). Th( sittlllti(}n nrrrv it
n()l lls r()sy ils tl)c.lxplncsc governrrent
rvotrlcl likc to paint it, hut there is no con-
spirlc) illaxinst prospcctivL- lbreign supPli-

cr\..r\ s( nn(, ('( )nlpllnies lturr rrgucd.
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r Bill Clifiord reports on inlemotionol
economics ond finonce for the Niklci
Waekly, on English-hnguoge newspo-
per publishad in Tokyo by the Nihoa
Kaimi Shimbun.
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Powerful oid

lirtrnrlc<l in 1901. OECF hrs proriclcrl
1.()9() (t)n(cssi()nxl l()xns \\1)nh (r\cr Il{}
trilli()n (S85 llilli(nt Jt currenl cx(hxn,.{(,
r:lt(s)I() li)rcign g(^cmments through thc
l99l lis(:rl \cJr (lj'r'). $lrich enclcrl in
NLrrclr l9()1. OIICF lo:lns no\\':lc(r)unl lin'
irln)ut ()0 p( r(ent ot .lapxn s I()ttl l)ilxtcr.tl
(lrvcIol)r)]enl assistlrncc.

ll()rr()!\ing c()LlnIries ilrc c!l1cI t() .t(:
ccss ()la(:l: s I()\\'-interest, long-tcrnr
('re(lit. sin(c it is {)lli,rc(l rt l:lr n)(nc :lr-
Itrl('tirc rirtr's:rn(l lcnient tcons 1l)xn ((nll
r))rrcill l():lns 'l'ht, eragc inl(.rcst rltc
(,r) ( )l(:l l.r.rn: t Clrin.r. li'r (,x.r ll)l(.. r\
1.5-J 5 per((nt. \'ith reprunenl sprrx(l
o\rr J{) \'(,xri,. including e l(lIcxr llrxcr
l)crurl. All ()l.lCF loans k) (lhinil ilrc un-

ticrl." trtt.trin6 Ilr,rt .rn!' (r,ntl).rn) lh,llr
irn! a()trntry Ciln l)i(l On xn)' proic(t.
\lr rrrr rt cr'. lltr'rr'l)r{,1(\'ls:lrr nr,l rrrhitrt
t(r tllc inlernilLi()n!l Icnding 1t:rr:rntctr.rs
tlLrl nos gLriclt ti(.(l ilid to (lhint (s(c

l).-t{) )

\c.lrlt' ll{) Pcr(cnl ()l OECFs (tln)u[l-
li\,(, a()l]ll)ritllents ()\'cr the pllsl l5 \'cllr:
lr.rr, lrct tt ( \l( rr(lr(l to (',)urltl( \ irl

.[:ip:rn s lrlcklurcl. Although OEOF lcnLl-

ing to rlt,rclopin.r.l (r)untrics \\'itl)in Asirt

has rlcrlioccl slightll in reccnl tctrs xs

thc xllcn(\, hrrs stcppecl Lrp its xcliYitics
,. 1 

' 
t rr l r c rr ' i t t tlrr'u,,rlrl. {\r.rn rr.rtt, 'n\

still il((()unl li)I ne:trly 65 pcrccnt ol klrn
(',trrtlrlrrl(tlt\ Irttl,,rttsr,t. llt( :lg(n(\'.
t()l) r(( il)i('nl sin(c 1968. l)ollsts x l() l).r
(crtl shirrc ()t xll OLCI'l{)rns. (-hinrl. tlt(

OECF is

the Iorgest foreign

lender to Chino,

providing more

finoncing thon

either the World Bonk

or Asion

Development Bonk.

lll( ()ECF nrrN ranks rs rll( lirrgc\t
lirrcign lcncler to Chinu, prrl icling ntrrre
lin:rnr ing cach rear thltn cithcr tlrc \\irrkl
llrnk or \siun Devcl()pnrcnt lIlnk. 'lllt
.l).1(rt!\'\ lnrliill lt,.tn IT:r,l:r!r' t,, t ltinlr.
llr( Firsl Yrn Cre(lit. \\'ils ltrLrnr'lrtcl in
1980. ll l)rovi(led Y.lJ0.9 l)illion (lil.lJ
l)illion). nlostly to lin:rncr, :r hunrlfrrl ol'
l]rilu'lrt':rncl port proie(1s linrc<l rr1 cr
pllnrling coal lransp()n a:rl)x(irv in Slr:rn
(l(nrr.{ xl(l Shunlii pr()\'in(cs.

Thc nunher of 0fl(.F firn(lc(l Proiects
in (lhini jumpcd to ll ([rring tllc Sc((nt(l
I'en Crcdit. $hich lxgan in I98.t. Sc\-crill
()f lhe proiects un<lcr this Y5r() l)illi()n
(S.'t.51 hillion) Plcklgc ltl\.c :rlrcuclV
Itcn conrpletecl. Retl(.(1ing thc pri()ritirs
()l Chinlr s Se!c,)th !'ive-\'cur l)lxn. this
lcncling rotrnrl in('lur[(l r(,1(\1)nln]uni(ir-
li()ns. p()\\'cr, srrbsly. ltnd ulrter srrpply
pr()ic(1s.

Also anxrng the Sc(()n(l Yen (lrcdit

l)r()ircts \\'irs a pil()t i,chcolc l() inslirll
cornpr.rler-drivcrr priac inli)rrnilti()n n(t-
\\'orks t()r IJeijing. Shrrntrh.li. (;UJngzh()U.

luncl other cilics l():lssist lhc Stitlc E(()

n()r)li( l)lxnnins Ccntcr in (lc!cll)l)in! n

intcgrxlcd econ()rni( plenning sYstent.
lllNl .[prn. l uholl\ ouncrl .lupanrse
sLrlxirliury \\lri(lr r( P:rtriJlci' l,lr(,llti\ l,) rt\
llS [) rent, nls lt srr<'cr.sslirl lriclclcr- on
lhc tcndcr firr thc supply ol-nrainfl'arne
('rrrIl)rrl('r\. .rctr'rtlrnl li, llifrrlUl]ri
Nishinrura. u'ho tntcks.llrplrnr.sc clt.r'clop
rncnl xid pr()jccls for thc t'onrpent.
\isl)inrurr x(lds thJl III\l .lJpxn llxs l)e-
(r)rlre :l rllai()r sul)l)licr ()l (()llpulen l()

.lJpxncsc xid proj(rs. chulking up more
thxn 6{) c()ntmcts in 2(} (r)Untrics

l|()r irs'l-hir(l Ycn (:rc(lit. oE(-F
plc(lged Y8l0 lrillion ($6.2 l)illi(),r) to
lun(l +2 proiects in IjY 1991)-95. Ily Nfurch

1992, ncxrly h'rli-Y Jll9 lrillion-hrcl
l)ecn c()n'tnti(tc(l. As uilh lhc Prcvrotrs
pac'kagcs. loans r.rnrlcr lltc'l'llir(l Ytn
Crc(lit rre orr(lc t() ll)c (ll)incsc Ll(^'(,ft1-
nl(nl lllr,)uglr Ih( ()li( lr rrrrrrl,rrv rn

OECF Lending ro Chino'

7I n Tronrportotion 53.6%

2 I Electric power ond go5 I3.Oolo

3 D Telecommunicolions 7.41o

4 E Finonciol-intermediory loons 5.60l"

! [ Agriculture 5.57"

6 I Sotiol services 4.37o

7 I lrrigotion O.3%

8 E Commodity loons 1O.37"

' os o{ Oclober 15, 1992
SOURCEi OECF
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nc\l l)iggcsl lxrrrowcr. rc(ri\c(l Y l.l()
trilli(,n (S-.82 l)illi(nr) in OFICI krrrr (r0r-
nrildlcnts l)\' [)cceml,cr 199] rl)out lo
pcrt c rtt of thc agcnc r's tot:rl orrtllrt'.



FOCUS

(.1)in.r. tll(' uinistn of Ii)r('ign Iirnr(,r)ri('
Ilr:lirti()11s rn(l 'lrxd( (\lOIrl:lt'l ). \\l)i(lr
s'us rcnlrntcl tllis :,t)ring a5 lltc i\linlstn
ol' Ii rrcign'l nttle rntl E.()n(rnic (i x )l)crir

lion (Il()l:lll(-).'l'hlce coryrorrrtions trn-

clt'r llre nrinistry'{)hinu National lct lrni
.:rl llrln)rl Ij\l)orl (i()rp., Clrinl Nili{nrirl
JUx(.l)lnr,ry Inll)ort F.xport Oorl'r., unrl
(lhinil Nlrli(n1.rl Inslruments In)p{)n-llx,)(Jl1
(irrp 

-r.r:'r.rall1 
lrancllc thc lcnclcrs, trxrt'

rlil).rt( tlrc r( r lrni..rl lc,r5rlrrlit\ L rrt( 11.r.

lrntl r'rlrlrr:rte tlle l)i(t (l()cunrcnts. lli(ls lr('
,,,rtcltr,tctl Ilrr,,llllr rnl( rn.ltl()n.ll,'r)rrrl\'li.
ti\( l)i(l(linE I)rircti(cs. \'ilh irnrlr)rrnac'

l)ul)li(Jli(ln\.'ll),i llir,rk ()l (ll)inir hJn(llcs
(lislr!lrs('nr('nl proccrlurrs iln(l r(J)irv
!IL',nts.

Mrrnv ol lht OFl(lF Dr()jc(1s io (.lrin;r

(tn1((.,11lirtL (nr (lcvcl()Pir)l] llllnsP(n lrrti( nl

inli;rslr Clurc. l.lxil\\'xy. r()x(1, hrirlgc'. srrlr

\\'J\'. I)()rt. xn(l !iip(nt Pr()ic(ts n):rk( {rl)

J0 ()t Ill( 5- projerts cithcr cornPlctctl ot'

srlrt.r.lrrk.il in (.lri,)u. u(c()rrnlinr,t lirr rxtr'
50 l)ck(nt ol tlrc utentr's t()lill l(rxlinll
I,, tlr( \,,trrltn ( r(1' ( ll.ltl, I',,\\( r l)r,,ir\ l\
J[( lllc n('\l )('sl inr,)()n:lnl scclot. ]lr
\()rl)iog I r I)cr(cnl ()i rrll ()ll(lI I(xrDi l()
(,lrinir ll)us Irrr. slti[' cornnrorlitr Ir.trrs
:rrrrl t(l,.rrrrt I)r'{)j(\1s ()(ctrP) lhird iln(l
lirtrltlr Plrtr'c. lrkxshi l\'Lllsu) , (lir('.1()r

ol ()ll(.1's krtn ricpu11nrenl t'rsPonsilrlt
lir- AsiJ, (xl)c(ls llr1r1 inliilslrtr.ltrrc \\'ill
r( ll],Ifl llr( l)11llIrn I:lrtLl ol llr( .ls( r1( ) .
Ir:rn 1.)rrr'kltucs rs Irng as (llrirlx s li\'c-
\'(ilr dc\(l(,1)r)l(nt (\'clcs c(lnlintlc t() crn

l)ll]si,/c inlix:lr tlalurc nnr(lrrnizrli{ )n.

l,ocol componies fore well

\\ illr r)ru(l) l()rcign rssistlllrcc in (.lrirril
(\l t,, \ul)lllk,r\,r,rl) .lx,.i,i{' (,tU trR..

lh( unlicri ()ll(.1: p()je.ts sh()ul(l I)rcs(nt
si!lnilraillrl ( )pp{ )rl u rlilics li)r [1s c()r)]l)lr-

nics. lful, :rac()r(ling l() [TS g()vernn](nl

lxr',,flrr,,1 ,rn,l ( )li( :l: (,llir ixl\. Anr(rr(.r,r
srrpPlitrs ltncl ((nr.'(rllxnts rrrcn l :l(tiv('l)
prrlsu ing .lu 1'rant'sc-lirnded projr(ts. Mlnv
I S llrnrs. skcl)ti(.Ll ofToklris ussurlrl(cs
tllilt Ilrrsc lrrnds lr-t' rrntied. ligrrrt tlt;rt

.l:rplrr'tr. sc lirnts :trc l:tr-orecl * hcn bi<ltlin!.1

()n ( )l:(:lr pr)iecls. [hrl s(rne .\sil-l):r.( (l

llS r\c.r.Ii\r's Irclicvc that rhc I!lilli\(l\
Lr$ Prrctnllr.qc ()l c()ntmcls \\1nr l)\'llS
l'irn)s rcllc(ts th(' snrllll nuntl)(f ()l' I lS

birkl:r's. l.ilyse Sil\trl)L'rg. vicc prtsi(lcnl
()l th(' I s-(;lrini lnclr.rstri:rl lix(hangc,
rolcs that hcr'conrpany h:rs u,orr sr'r'r'lirl

srD:rll :ln(l nr(\liurD-size(l ()ll(iI .rnrtril(ls

to srrpplr ('()nstructi()n c(lLril)rrlcnt li)r
l)()rt rn(l encrgv Pr()ic(l:'. II()$ (in t:s
(()rnl)J!lics c\lxct t() g(t l)trsincss il
tlreyrc n()t ()ul hcr( \\'()rkin.q $ill) th(
r'rrcltr.t r., 5,r\:' \il\'(,rlr( rll _ l h( \ \ (

tllrrrrnctl thenrselvcs llcli rrc starting.'

As (lclriled inli)rflrrIi()n ultotrl slto
u ins culh bicl is clost'ly grrrrrlcrl lry

AAointoining on

office in Beiiing con

help US componies

moke ihe right

connections for

OECF bids

()li(:l:. \lOI'llRl tl()t-l'E(.. rn(l lhc l)id'
(ling ((nnl).lnie\ thenrscl\e:. it i\ (lilll(ull
lirl rxrtsirlc otrscn ets ttr kno* tlrt'ultoi.'
st{)n. ()l'l(-lr (rhcixls nr)lr lhlt llr('.lxl)xn-
r'sc sh;rrc ()l c()ntrxcls lrlr crlttrnrillccl
rugtncl ftrnds urrrlc[v (lc I ll frr)r]l 6,- p(r.
.cnl in l9ll() lo Jl perccnt in l()91, sgxrrk-

ing ('onrl)hints liorn sornc .l:r 1>ltncsc linrs
tllxl lhc) ltrc being sqtteczccl otrt ol'

Oti(llr lLn(lcd pr()iccts. \l()st ol tlrt' tlillcr
|rt,(,\((, l\ qo lrt.gorng tr' l,r,:tl [tnn. rn

clcrcIrping c()trntrirs. rl'lttrsc slturc ol
()ll(.1:c()ntricl lr\\'rrrcls rosc lionr.2t tr, tu

lrt rct r'tl cluring lhe srnrc pcri()(l (inrll)x

nics l'r()nr i,tdLrstrixlircd r)illi(rnr' ()lh('r

lhirn.lrpdn sx\\ lllcir:il)ar( risc ll\nr 9 l()

2l l)crcrnl.
Ii)r ()li(;l: l()rns t() Cllinl. tl)r s.ll)rc

l)llllern sccnts ft) h()ld tl1rc. ()\'(r lllc Pxsl
l0 ye rs. Japanesc (ontyrunics lr:tvc
c'llillrerl ulxrut J5 pcrcenl ()l'llre (])ntlirals

arvrr'<lccl Iirr l)RC pr()ic.ls. (lhincsc lirnrs
hlrrc $rrrl rlx)ul 29 pcr(cnl ol llre r'on
trlr.ls (hrrinll lhil sxolc p(ri(xl. li)ll()\\'c(l
l)\' ll()ng K()ng ( 1.1 pcrccilt ). tllc ['nit('(l
Stxt(s (-l percenl). FrJnac (l percc,)l),
ilnd (iernranr'(l pcr(c,rt). \\'illr lll( rr-
rttlrinclcr goirrg t() c(nrrpllnics I)iti'cd in
r)tll('r a()untrics. 1'hese ltgurcs. lurwcvcr.

ntlry rnask c()ntrllcts \\1)n lry .l:rpltr'tcsc
sulrsirli.rrics in (.hin.r :rn(l oIltr'r r',rrrDlrics.

rrs st,ll .rr tlrosc wrn lr) I S.rrlrsrrlr.trit.
outsi(lc thc I lnitcd St!tcs.

Worting ilre spbm
As the c\rntl)lc ol \iritlt llvrl11r sug

gcsts. t-S c(nnl)ilni(s (ir,r \\ in ( )l:(-l: l)i(ls

in Ohina. The txltricn(r's oI \i ritlt I l\.rlrr r

runrl othcr I S lirnrs, r.'oupl,. cl \\ itl) rc(\)nr-

ntendxli()ns fronr lrurlc lrn:rlvsts lrncl
()llCF st:lff, providc u lerr poinlcrs on

runclcrstuncling thc OIi(il: 1>roct'ss 
'lir hicl

strr.'tcsslirlly, tiS (,(rrttpurties slurttlcl:

I Ensure good repr€senaatlon \\'illr
()th..5 in wxshingl(nr. l)(1. rn(l ()lllcr lo-
(xli(xrs. (JIiCI strll (ln l)c c()r1tJ(tc(l in

the I nitccl Stxtcs..lxl)un. :rn(l (:hirrl. Iht
g(tting ln clrll junrp (rr ()t:(:li c()nlrrcts

is rttuch casier il cortrlxnics lltvt rtpre
s(rrlllivr otllc(]s in tlcijing rtncl 'ljrktrr. or
irl lcrst nrxke fru(lucnl tril)s lr) (ll)inir iln(l

.Lll)xn t() cstill)lish th(ir cr('(lcnlixls \\itll
lxrth llrt Chincsc cusl(r]]('r iln(l ()l:(lli()ll
li(irls. M:rrnl.r,ninA r l)('(n('( in lk'i)rn!l
r.'an elso help tlS (r)r)rl):lnir's n)ukc lltc
riglrl c()nnrclions \\itltin ll)(' NI()HiRl'
\1()FTEC sul)-c()nrfirri(s tl)rl (lilil)Lrr\( :rl-

rrn)st irll oiOllCI]s l().rns l() (:ltinx.

I Know the endrtser's nced.s .,\rrorcl

ing t() (;()etu I't.rlflin. l)r( \i(l(.nt ()l \oith
llrclro cltrring tlrt rrrrttPltnv. t11irr1s lo .e
(rrr( rlr( Oll(:l (i'l]lr,i(1. lrr\ (,'r]rl),r \ \
rllrnccs lirr slr(1css \\(r( lrcllrcrl Irr ln
rul)-or.tt tllirrt l() (5llrl)lrslr 

1rr. t'son:tI con
lilcls \\'illr the (.1)incse (trsl()rrrcr. \'()i(ll
u,orkccl closely witlr llr( \()rllr (lhinr
l'()\!r'f A(htlinislllllir,rr I)rir,r t,,.rrl'rrlrllrr)H
its l)id. in(l ulso conlcnrrl witlr tllc (llli-
ncsc tlcsign 6rnr reslrrnsilrlc lirr ntunt ol'

thc tr:chnical itn(l llnxncirrl (ltl.rils

Ar p:rrt ol lhc (1)nrpJrl!'s lritl cllirrt.
\i)ith c\cculir(s tr:rvtlrcl lrr I](iiing l{}
lrIlR:,,\1'r rn lll-Iri,rrllr |trInl. .t.rrrnE

JD.r!(r.r!( ,rl trvo rrrtks ('.lrlr lril>- iu.l
tr) (lcl(m)inc tltu cr.rrlorrrcr-s cIsign prr:l-
(ren(ts. \i)ilh rlso urungccl lirr tlre (llri-
r1r'i( r'lr\l(,t|r('r li) \i\rl Illr'l'5 ((,rrll).rrlr.
Ireecklturters ancl punrlrctl-stollrge instll
l:rlirrns so tltc c(nrrl)anv c()ul(l lrccrrtrte lit-
nrili:rr \\'ilh Voith s trpcric'nrt, cuyr:thili-

tics, ilnd pers()nncl. l'lJlllin s(ronElv
rccorrrnrcncls tllllt I S a()n)l)xnlcs l:lkc xn

il(tivc :rppr()ilch to cstllrlirlr lh( (put.l-
ti(nr ()f their prrxlrrcls, sintc (ll)incsc ttr-
cluscrs lrc oftcn sincti encl tlioctl Ibr
.(nnpetilorsl in.Jrp:rn.

! Consider uslng a partner li)r lrs
Ilrnrs uith littlr cxl)criencc ()r l)rcsc,l(c
in (lllinJ, liJlking Ii)r(('s will) rr .,rrl)ill1csc
()r Cllincsr p:rrtnrr I]liglrl lrtlp scctrrc
l)i(ls il tllc Irlrlncr l[ts (1()sc (()nlil(1s l()
(lhincse xnd -)ilplncsc ollit'iuls in c ltruge
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FOCUS

()l ()li(:l: l)roic(ls. 'lh( Aorcric:ln Ch.rnl

lx.t ,,1 ( i,rltrtl('r( r' in l.ll).In. $ hi, ll r: in

tll( l)ri)((ss ol tlrrrliing gtri(lclines l(t l)c
rrlcxs((l l:lt([ tltis \cirr h)r ['S birltlers on

lrrPrrncsr':rirl l)()ir(ts. r(h iscs [:5 c(rn

l)irnic\ l() (rl)l(,rc rrsing -llt pltnesc trerling
('(rlr0rni(s rs l)i(ldlcrDcrl. \'oith Hvdr()

r'onsitlsrc(l teking tltis approrclt ltr.rt

(rDClu(lc(l tlt.rl x.Jrll)xnrsc lrading c(ul
p;rnr coulcl rkr littlc to intr()(luce Voith s

ilss(ls l() tllt (lhin(sc cust(rncr.

()tllrr I S crnDl)rlni(s. horve\'er. coLrld

prohrrhll prolit liont e colllborltile:rp
plouc h- ;ts .l.tP.rnc'sc' htrrclucrlts gencttlll
prclcr lt) \ork \\illl c\txl)lishcd lrx(ling
linrs. (rlhcI lhiro (lexl \\ilh lirreign (rxtt-

Penrcs rlirr:ctlr. I lc\\ lril-l)rr.klrd Co. (ll-l))
\\'us l-cl)rcscntc(l l)\' thc tri(ling c(rrl)llnv
\i.hir1le D (ir|p. iu ll-l)s successful l)i(l

t() sul)l)l\' $()rkstilli()rrs xn(l pcrs()ntl
('()rrl)ul(,s l1) lllc llciiing lnslitul(' ol
Tcrhnology tlu()ugh r grant lroor iln-

( )tl)r'r.lirpJn( s( irid irgcoc)'.
'llrc l:rrgr. r.lupencsr lrxdin8 c(xDpxni(\

hlr'r'lttlr in (lhin:t irr \eurs lntl knrts
llorr thc lriclcling strlem Trrrks. lkrst ol'

tlrr.sc, lirrn:. hrtrr olfiets in Chinr, lhe
I r)il(,(l rlrt(\ .rr)tl lrl (,tlrlrr ('rrunltt( \.
nrirkinH it (.ls\ lirl t S corrpanies to kcr.p

Lrp to-tllrte r)Il tlrr lxter'l projcct dcrclolr
nrer'rts. l':slllllishior.l .losc lics \\ illt lnr(ling
(rn)rl)unies ( rn hilvc al numbc-r ol ltnc'
llls, not lcist ol $lrrch is tltc tirstcring ol

lrust\\1)tlllf rclllli(DshiPs anl(nrg sLll)l)licr,

ausl()0rrr. lrir(linl (()rnl)ln\', ll n(l .Jx plr rr('sc

runrl (-hintsc g()\'crnnrcnt ofliciuls. Over

th( l(,ng tcr r. ,irrtJr tnrst can help lt cotn-
plrnv * in Iricls.

tooking o *re future

'Ih( inr'r('xsing shlrc ()l OE(lF- lcrt(lcA
rr'lxrrtcrllr Itirrg rrrrn lrt lirrciglt rrrrnplt-
n,cs in (.llinJ irxli(xtcs t-S flrnrs shotrltl

txPIor'c .laplrnesc'funrlctl procttrernr'nt
()pl)()rl!lni(ics. I l(rNc\-cr. ils l\lirrrreri)
l:Lurirgirn. (lir((1()r ()l tr:r<le policl'lirr l)ig-
ilrrl Iilull)m(Dt (inl). -Jrl)xn elcl hcetl of
rllr' \n]r.r'i(.I) ( lr.llnl,ur,, (intlrl)r',L( ltl

-Jirl)iln's (()rnrDitl('c on or'etsees dtveirP-
rrrcnt rLitl, nolcs. (l()rnp:Lnics lrrc lincling
orrt. cren :rlicr tl)c\' gct pils( n()ti(ntr' (lrirt

thr, s\'\tr'nr otiglll \r)nrrh()\\_ frc riggccl
.ll.l.llr)\l llr(rrr. llr..l llr( in\(.lrlxrll i,l Iirll(
rrnrl ntrrrcr is lrigh. fhc hidtling pror't'rs

trsuullt tlrkts l\'()-li)rrr vc:lrs. anrl thcrc
ll'c n() glrltilrtl(cs ol-stttccss ctt'n rrilh
tlrr I'st.t l)n(( (l l)r(l\ lllrt. \lr( .r\\ il

is iI]rp()rlJnl li,t l S comprnics kr cottt-
p(r('li)r ()li(:lrhicls:rs r stcp tr)$u[d
longcr tcfir P:ryolls I)v uinninH xn
()li(ll: ((nruil(1, sirys l;lxnxglln. lhc c(ntl-

Ir.llr! l.l:lirl\ rlr()rL rlr:lrk( l I)rn('lr.Lti,,l).
I)r(xhrr't visil)ilil)'. rrncl thc possibilit\ (}l

lirl( )\\ -{ nl l)usin(ss { )pl)( )mLrniIics. '

Eeoting the odds

\\'itlr u nunrl:cr ol ten(lers still ()pen ()n

l)r()i(('l:' in tl)c Tllir(l Ycn (lrc(lit, xr'rd 1

li)u11ll Yen (.rcclrt liktl\ to lt nr-'g()ti t((l
in I99rr)5. l'S r(nrtprrries nlr\' \\'llrrt l()
p.r\ (lr)ser irtlcnti{)n l() the- ()t-(,1' Pro-
grlnr in (.llinr. Thotrgh thc ncxl ()l-.(.1:

lolrn puc'kugu li)r (,hinll hxs yet t() l)c (la-

lcnrrl]( (1. lrilnspr)rlilti()n. cncrgy. anrl
lclc( ( )nnn u nicirl i( nrs l)r()jects \\,ill pr()l)ll

lrlv eguin hc t nrplrasizccl.

I ls g()\ crnrncnt ()ll'icills slv lhlt Anlcr
trill (,'ntl).1n,(. sltr'rrLl l,r,',,rttpt,titrrr, itt

all ol tlrcsc \e(t()rs. \ft)rc()\'er, accrrrding
l() \lcl\in Scurls,ninistrr-a()Lrnscl()r li)r
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comnrcrcial rftairs at the US embassy in
BeiiinB. "US companies thal want to
mJintilin ()r atquirc a marker sharc in
thL-se seckrrs in China must s.ork $.ilh
Of:(lF p()grllms out of necessity." Searls

nrade thii comment at a seminar for 100

US l)usincss cxccutives in T<>kyo last N<>

Tronsportotion,

energy, ond

telecom proiects

ore likely to be

emphosized in

future OECF loon

pockoges.

A Speciol Report on

US
INVESTMENT
IN CHINA

,fu

A Speciol Repn on US lnveslmenl in Chino is the culminolion ol three yeors ol reseorch

This sfudy presents currenl ond comprehensive business informolion ond onolysis.

SIGNAIIJRE

kf.!i f."crl ar lw.rlr.rlr
UndGrlond lnwstmqrt tlendr: Who hos
invested rn Chino ond whyZ How oo Amer.
icon invesrrrents compore to those Ion
olher counlries? Whot is the outlook for for.
eign investment?

Asress Post-Tiononmen condiliong: Gel
the lotesl onolysis of Chino's Investment cli-
mote, iocluding cose studies ond the resuhs

o[ fwo Americon inlestor surveys conducted
by the USChino Business Councl in 1989
ond 199O.

Urlquo Ddcfilo:
Cusiomizs lnformotion: Diskette includes
morp tl.on 5OO US rnvesheal p'o e(ts rn

Chino. eoch with over 30 dotobose
iields-inveshenl porlners, equily, proiecl
ocolion, economic seclor, conhocl lype,
ond more

Know yrur competitim: Whor type of con-
lrocl is mosi prevolenl in your seclor?
Which locoles ore most populor2 Yo, I

o'so frno brie{ proliles ol dozers o[ l.ey pro
iects in represenlolive sectors

Crcncrote rcports, le'tters ond moiling lo-
bclt: Use your lovorite soh'ryore ,o oi're
dolofie's un:que collecr o' of ioir velt-,e
inlorrot:on-sod ord cross ,e{ererce doto-
bose fields to creote sp€clolized reports, let'
lers. or lobels.

Ho rdwo r e / Htwo re R equ en e nE :
Tte doblile i5 fd use on rc,/Mms compori
Ue comgrters, wilh o minimum ol one 72Okb
3.5' or l.2mb 5.25' disl( dra\€ lo hord disk is

recommendedl. RAM memory required wll is-
pend on the soltwore progrom us€d to occess
the doto{rle. The {ile is opprox,moteV 7@k ond
wos creoted using dBASElll+. lt moy be used by
ony sohwore progrom rho wo.h wirr lles n he
DBF formot

- - - r r -r r r ORDER FORIf, r - - - r-r 
- r r

YES! l-ould like to orderA Spciol Report on IJS lnvestment in Chino.
Pleose rush me:

copy(ies) of the publicorion setlsl of the publicotion plur the dotofile
I ot US$l 10.00 eoch -l ot US$250.00 eoch

J ot US-Chino Business J ot US-Chino Business

Council member price Council member price
US$85.00 eoch US$185.00 eoch

Pleose send me the dotofile in the formot o[
U 5.25" diskette(sl J 3.5" diskette(s)

I A US$ check (poyoble to the US-Chino Business Council)
is enclosed for the obove order.

I Pleose chorge to my credit cord: lJ Viso I MosterCord fJ Americon Express

c^xo,

NAVE

COAIPANY

ADOTESS

ExP DAlt

TTTII

rYPE Of !{,S'NESS

IETEPIIONE 
'AI(

Send to: fhe US-Chino Business Council
l8l8 N Sheet NW, Suite 500, Woshingon, DC 20036, USA

I el: 202/ 429-O34Q; Fox: 202/77 5-247 6
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velltlxr. n()ting that ccrtain seck)ni-such
as air tnrffic c()nt()l equipment ind fx)n
developnrcnt-:rrc hcavily deJxndent on

.hpancse xid fi n.lncing.
'lhc Novcmlx'r seminar, a firll<>w-up to

tl)c .lxnuilry l()()2 Tokyo I)t.r.l:rrlri n

signecl by l)rcsi(lcnt Ceorge llush an<l

l)rimc Ministcr Kiichi Miyxzawa, is pan
ol ltn ongoing cflort to gct more [Ts

c(xDpinics ro panicipatc in OECI--funded
proiecrs. In lhe'li)k-yo DeclaBtion, .lapan
agrccd lo cncotrrage Americ-an firms t()
prni(ip:rlc firnher" in bidding ()n _Jap:rn-

esc-srll)p( )rtc(l clcvckrpment :rssistan( e
pr()iecrs. ()t:(:F has tlrerefirre l),-,cn \'ork
rng rl()scll witll lltc l :i enrlt:tsry in
T()ky() t() provide inforlratit)n ()n the
OIjCI) biclding pr<ress.

Such eflirns coulcl hclp b<xrst US cotn-
petitir.(.ncss in Asia. Ac<rrrcling to'ltlrplc
Univcrsil)"s Orr. l lS c()mpanies sl]oul(l
st't k trr lrtrik! us rttuclr t.cr rnr rnrir' r.k rtrt in
thc regi()n as pxrssible. -lepancse cornpa-
nics \t()n t takc tlreir declioing share of
()Fl(;f c()ntrxcts lying dorvn. but $ill
(lr l)elc cvcn hardcr. So whv shor.rld ItS
firrns sltt'lrwltv frorn competing lirr sur'h
()pp()rtulitic's in onc oI thc w()rld s

l'lrstcst grrrsrng (,('(,n()tnicsa ll Atr(.ri('iln
(ompilnics rkrn l gct in there. thcy'll ltc
cccling the n'urkct to the.lapanese." t

A TWO.IN.ONE STUDY THAT GIVES YOU THE FACTS!
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Tig
on Tied Aid

htening UP

S

Vonesso Lide Whittomb

New
guidelines
should redirect
concessionory
finonce owoy from
certoin sectors

I Vonesso lik Whikomb, ossochle
ediior of Ifie C8& covers muhihbrcl
finonce ond environmenbl issues for
the US-Chino Business Council.

thesc loans lr'ere used to supp()rt sPccific

cxports from companies hased in thc
Iender country, usually at lc'ss than conl-

nrcrcial lemu.
ln l(})1, according to [iS g()vcrnment

elinurcs. Chinr rer'cived $2.J billion rn

govcrnmcnt-supported loans from Aus-

tralia. (lan da, France. Kuwait,Japan. and

others. M.rny of these financial irrrangc-

nlcnts \\'ere tbr "soti or bclos'n'urkct-
rxtc lo{ns tied to expons liorn the lend-

ing countries. These loans. cither akrnc

or r,r'hcn mixed &'ith exp()n crcdils rnd
othcr govemment-supponcd finirnt iirl es-

sistrnce. rre geoerally knoE'n !s tied
ruid." ln sr,rre ccruntrics. rnclucling Chrna,

lic(i liid has becn a key source of linds
li)r inlrxstructure and industrial dcvck)p
nrent Anccdolal evidencc lionr thc US

emlxssy in Ueiiing and from t lS conrpa-

nies in recent months, ho\!'cver, suggcsts

ll).ll licd.ri(l l(' ('ertJin s((l()rs in (.ltrnl is

on thc clccline.

ll this is true. it's probably'g<xxl nc*'s
fi)r tls companies, many of rvhich halc
(rnlphincd bntc'rlv over the p:tst clcclclc

llxrut cffcctivelt' being shut out of birl-

ding on lrrge contracts lirr uhich thcir
(\rnpctilors can provide allra(tivc. I,l()\'-
crnmcnFbackccl frnaDCinH. !flhilc thc LIS

g()vcrnnrcnl continues k) supp()n rxp()fls
to (lhlnir throulih thc Exporl-lnrport

Ilank, it generally does not provide be-

low-market, or conccssicrnal aid of lhe
type offered by other industrialized coun-
tdcs. Moreover. Eximbank s ntost recent

all()carion for China-$.r{)2 million in
k)ans. credits. and guarantecs for the fis-

cal year which cnded on septemhcr 10.

1992-is below rhe aid levels provided
by other countries.

Chim reops the beneftr

The extent to which foreign govern-
nl('nls suhsidize exp(,rls lo dcvcloping
((,Llntries such as China h:rs hccn a t()pic

of heated debate over thc past dccade
(sw p.30). Many trudc analysts-and nol
an insiSnificant numbcr of IJS c()mpa-

nies-suggest that thc []nilcd States

should devole m()re resourccs k) b(x)st

[]S commercial activity ab()ad. tls gov-

crnment officials. howcver, pxrticularly
within the Department of the Trersury.
see tied aid as inherently had tirr global

tradc. These officials be'lieve thrt conces-

sional financing promotcs tr{dc distor-
ti,rns Lrnd inhihits tnrc gk,l:al t'ompctitton.

Still othcr government officials dislike
tied rid simply because ttrcy bc'licve tls
firnrs rvill ahvays he at, dis dvantage
sincc the l]nited States cannr>t gcncrally
match the financing offercd by otlrer
c()untries.

Regardless of thc rangc of opini<lns on

thc rnatter. the anractk)n of (onccssionary

kr:rns. prrtirr.rlrrrll li)r (irsh-p(x)r (:llinJ.

will nol ehetc .rny tiflrs srx,n. Chinr. in
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ince 1979, more than 20 c()untrics

have committcd an estioratcd $20

hillion in foreign g()vern ment
l()ans to China. In nranv cases.
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fact, became one of the lcading recipienrs
of tied aid in the l9tl0$, and quickly grew
adcpl .t cxtrdcting the hest terms possi-

ble for concessional loans and export
credits. In many cases. Chinese officials
wcrt.:rhle t() pit f(rreign (ompJnies
lgrinst cach (nh(r by making financing
options as imponanl as the price and
qualiry o[ thc go(xis and services to be

supplicd. tJS (ompanics lbund it increas-
ingly ditficult ro compere against tied aid-
lucked hiddcrs from othcr industrialized
nati()ns. ln somc Chinese scctors in
which tlS companics had been very com-
petitjve, such as powcr generation, lhe
influx of sofl loans in the lale 1980s
sharply reduced thc US market share by
the end of thc decadc.

The mc,mtr.r countries of the Orgsni-
zati()n for Econonric Crxrperation and De-
velopmcnt (OI:CI)), $'hich is composed
of all of the developed nations that pr<>

vidc, assistancc to lc.sscr-develogred coun-
tries, ha<l in fact hegun to question the
usefulness of tied aid as early as 1979. In
l9ti7, the OECI) nations agrced that any
offer involving ticd aid should include at

leasl:l Ji pcftcnl r)utright granl ponion
Thc lls govcrnnrent, which pushed hard
for this agreement, hopcd the high granr

threshold would make ticd aid more ex-
pensive, and thus less appealing to
Of:Cl) govemmcnls.

Ilut nlany of thc OEC[) nari()ns found
Eays t() cvildc tlre spirit of this agrecment
in orclcr t<l suppon sFcific projects that
benefrtcd thcir o$,n conrpanies- In some
cases. crc.rlive projcct packaging was
uscd to dividc a l:rrgc project into two
sm llcr projccts, each of which could be
financed legitimate ly with concessional
funds. In Chinir, thc usc of tied aid rose
sharply evcn as the l9tt7 grcement was
supposeclly being tully implemented. Ac,

cording to a l9tJ9 US-China Business
Council study, eiSht countries pledged
more lhan $8 billion in concessionary fi-
nance to China in 1988-89 alone. In fact.
a more scrious impad on tied aid came
not from lhe OECD agreement. hut from
the temfx)rary ce&sation of conces.sionary
finance to China in thc wake o[ Tianan-

Most countries thot

hod suspended tied oid
to Chino in 

.]989-90

quickly resumed their

lending progroms by

I 991 , ond some

begon to pledge even

greoter sums.

China. tlnlike lhc prcvious effcrrt, how-
ever, fls sentimcnts wcre quietly echoed
bv officials in somc countrics that had
traditionally been strong providers of
such assistance. 'lhis changc of hean was

due lo dre gki>al rcccssion, which refc>

cused the xttention o[ many OECD gov-
ernments on cconomic difficulties at
home, and to the realization that tied aid
had not nccessarily l)()ught about the ex-
pected l'xxrn in expo(s and scrvicc con-
tracts. Many of the OECD tied-xid donors,
flor example, still r.ln high hilateral tradc
deficits wilh China despirc' rheir officially
supported exlxrns.

Thcse sobcring fack)rs led to a new
"gentlemen s agreemenl" approved in De-
cemlrr l99l by 22 of the 24 OECD mem-
ber countries (scre list). In this new accord.
knoq'n as thc Hclsinki l,ackagc. the rules
be'canre t<>ugher for OECD nations wish-
ing to extend ticd-aid rilcrs to China and
other nriddlc-income cor,rntries.

Thc guicling principle rdopted by the
panicipating countrics was thar tied aid
shoulti llc limited to countries and pro-
jects unlikely k) qualily firr commercial fi-
nlncrng. Thc nrr:rc affluenl c,,untriei,
such as llrlzil, Mcxico, Hong Koog, Tai-
wan, and South Korca, would lr ineligi-
ble to rcceive ticd aid ahogcther. F()r rhe
poorcst of the developing c()untries-
sul-rSaharan Alrican nltions. for exam-
ple---{he tied aid mles wcre unchanged.
as thesc c()untrics are u.idcl1, considered
thc m()st needy rnd thc least likely ro at-
lrl(l rrrnrnrcrcr.rl l(nding. uut f()r (;hinJ.

India. an<l other compJrativcly \aeilthy
dcvclrping nltions, lhc Of:Cl) nationr,
agreed to stccr tic(l ilid away from com-
mc'rcially viablc proiects. According to

-lean-Claude Payc, the OECD's sccrerary
general, the r:rtionalc is that "Comm(-,r-

cially xttmctive pft)iccts can be financed
l)y (xp(,rt trtrlits lrnd privat(' linancing
based on opcn c(nnlx{itk)n and the tiee
play of nurkel tirrccs.

The Hclsinki Package lx,camc firlly op
er:rional in Aulaust l(D2, lfter the conclu-
sion of e grancllather" pcriod thlt en-
lblcd countrics rvhich hacl already'
ofli'recl tictl rid to cofirplctc those dcals.
Thc Helsinki gui<lclines disc([rage and
nr, rnitor trcd lritl in x nuntlx r (,1' u':rys:

I Upplng the cost l.ik( lh(, pr(\'r(,rr.
it( nllenr( n'i' .lERtnr(,nt. lh(' Ift.l\inki prin
ciPle\ Ir) l,) rir.lk(. ti(.(l uitl .rrr t,xpcnrivc
option for thc lcncling contprny. 'l icd aid

OECD Member Countries
AUstmlir
AustriJ

lL'lgium
(l:lnx(l:r

l)rnnlirk
finlrtntl
ljfln(c
(;crn[rn]

Greec.e

Iceland '
Ireland
Italy

Japan
Luxembourg
Nctherlands

New Zealand

Norway
Portugal

Spain

Slleden
Switzrrland
Turkey '
Llnitcd Kingdom
Linitcd Sutes

',\t)l 4 ti{D/lt't1 k' th! lldsi,tki elta'L,DtL' t
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oren. M(rst c()untries thxt had suspended
tied rid t() Chinx in 1989-90 quickly re-
sum!.d thL,ir lending progrlnrs by lp9l.
hou'cver. and some began to pledge
even Srcatcr sun$.

Ilre lw ogreellent

Awrrc that carlicr uttempts had done
liltl( l() slitlrn(h tlrc lIx'cl ,'l (1)n(.(5r\ion-

lry lin.rncr. u('rld$iclc. l S offi(i:lls in
1989 bcgrn l net push ftrr a stronger
rnultilatcral c()nsensus to clanrp doun on
ticcl aid. Scvclrl trirdc olficials $ ithin lhc
[JS govcrnnrcnl privlrtcly acknowledge
that thc nnnivxti()n ti)r tllis htest initiative
wirs llr(' xlnr:,( ,rl tictl .ricl. csPt.r illly in
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! Requhlng deternlnation of com-
mercial vlabllity Il tlrc rcsr of thc oECI)
utenrltrs hrvc no desire lo lencl nxrnev

k) x prrticulxr (r)Llnlry, thcre is no prol>

Ictn il'onc OE(ll) countD' l)rovidcs tied

ei(|. llll in rll ()ther c scs, (\)untrics must

lrldrt'ss tht' lrnrrtrtrcial vixbility of p()-

tcntirl rid pr()i!(ts l>r:forc tltc Proiecl caD

l)e lirn(le(l wilh tie(l li(l.

The Helsinki Pockoge

requires the "substonliol

support" of oll OECD

representotives before

o tied-oid offer con be

mode to Chino or

other middle-income

developing countries.

Conrmcrcial vial)ilily is to be deter-
minccl by two criteria: $hether tlte pro-

iect clln gencrille stlfficient returns t()

covcr thc cosls ()f the itnported Soods
lncl senices. lncl u'hether it can obt:rin

aclctluatc ltnlncing through commercial

trcilns. In China. a countr), *'hich has

heen al)lc to ilttr:lct signifrcant amounts of
lrcth c()nnncrcial and conccssional lend-

ing, the proiccl viability criteria is the
morc approprille lcst, acc()rding lo
OllCl) olficials.

Rccenlly, howevcr, thcre have been

s(rnt( in(lt('ali(rls tllat thc cornmcrcial vil-
l)ilily tcst is proving problematic. Using

thc Hclsinkr l'J.krgc s c'onsullalion
pr()ccss, []S officials successfully chal-
lcngtcl :r tittl-lirl pr()P()sxl tr) Jn Asiiln

country lirr tlrr: instxlhtion of fiber-optic

trunk lclc(orn systents s'hich could
quicklv gcneratc rcpll)'tllcut lunds. A LiS

cllirn to ctrallcnge m()l)ile rudi() Proiecl
iu tn()thcr country. horvel'cr, rvas unsuc-

cr:sslirl. irs thc lcncling country rvas eble

l(, ilhr\rr:rlc llrJl llr( Pr,)i('(1. L'(Jle(l in .l

r(jrn()lc rrca. llid littlc !r)()ncy-making po-

lcntial. In il (xse in\'olving a proposccl

drnr l)rojcet in Chinx. tlS oflicials had

sornc objcctions rlx)ul thc pack:lging of a

p()wer l.r(ility witlt fkxrrl control ancl

other comp<rncnt.s, lts they felt that the

commcrcial viabiliry ofthc Jxrwer gencra-

ti()n portion wls heing ohscurc'd b-v

other, c()mnrcrci!lly unviablc compo-
nents. In this s;rcific casc, ho*ever. the

t-ls did n()t rry lo l)lock the proied fronr

hcing approved.

Asscssing fie impocr

Thr()ugh()ut thc c(nnin8 months, as the

OECD counrics (ontinue rl consult regu-

larly on pr<>posccl tied aid proiccts. a

clearcr picturc slroukl emcrge ls to the

real impact of thc llelsinki xgreement on

projed financc in China. Thus far, it afr-

pcars that thc ollcl) participants, for thc

most prrt. are kceping a much tighter
$atch on ticd aid and ho$'it is uscd.

OECD analysts wlr() tabulale the Proic('t
prog,s.rl:' rcJxrntd hy c:rch prnicipating
country say that scveral hundred projecs

hirvc already hecn rcportt'd under the
ncu gttirlt'lincs. \^ilh :tr()llnd t0 hcing
dispr.rtcd. Ilet\!'cen l'cbruary-September
1992. ll()wcvcr, of the 17 cases <iisputed

within thc oF:(ll) consultation proce-

clures, I I involvecl proiccts in China. Ac-

corcling to one llS offtcill, Biven China's

huge market, "contr()versy over what
ronstitutcs comrncrcial viahility is bound
t() continue."

Sincc thc tlclsinki agrecntcnt relics on

a conscnsus among the oECI) signator)'

c()untdes. uncertaintics cxist irs to ho\r' to
proccctl if r c()nscnsus cannot be
reachcrl. US officials p()int out that the

.greemcnt relies hcavily ()n the OECD s

abiliry to (levclop l carc-by-clse bodv of
evidcnce as to which pr()iects arc conr-

mercially viablc. lf cascs come up on
$.hich ()pini(nrs are dividcd, the OECD

rnay 6nd its task ol conrpiling the prece-

dcnts to supJrort or deny r specific tied

:rid proposal quitc dillicrrlt. riyithout x

body ol cviclcncc upon which to h:rse

thcsc dc(isi()ns, Ihc consensus l>ehind

the agrcen)cnl c()ul(l dctcriorutc r.lpidlv if
nrcnrbcrs:rre unxl)lc l() find r middle
ground on (lisputcd p()jccts.

l\lorcover. lhcre coulcl also be pr<tl'r

lcnrs if ()[x]l) rrruntrics tO, k) usc the 'cs-

capc hrlth" Proviclcd in tlrt Helsinki
I'acklge. 'l'his provisi()n pcmrits:l lender

c()unln l() p(rcctl with pr()icct deter-

nrined by other O!:CI) mctnl)crs to be

unacceptable, rs krng as tlte lendcr can

dc,rl()nslrllte I non-tradc rclittecl natiqtal
intcrest rcls()n for (l()ing s().
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mel'lx olltrcd withoul OECD disc'ussion

onlv if xt lcxsr lio p(rccnt of the projcct s

costs trc c()\'cred bl concessional eid. a

rrquiremcnt ti'rl' donor countries *'ill
pnrlxhlv lx willing to mcet.

I Relnfodng reportitrg r€qufu€ments
Alrh(\r8h thc Ol:Cl) has hlcl rrnre regrn-
in8 rcquircllcnls in effeet since 19u7, the

nc$ irgrecment providcs lbr morc rouline

cxthlngc of d<rr.tmcnlation on tied-aicl

ollcrs. OtCl) c()untrics party to the
tlc'lsinki I'rckagc nrusl pr()vide the OECI)

lncl its nrcnrltr cottntrics with a one-pagt'
(lcscriplion ol vinually xll p()iecls to bc
firnclecl u'irh tiecl uid. if thc concessional-

ity lcrcl of thc p()jed is less thln tto per-
('cnt. Snl:rll p()iecls-lhosc uncler 2 mil-

lion in Spcciul l)rx\ting Rights (SDR, or
Sl. r.l millron xt ly)2 cltes!- must bc re-

grne<l if nrorc then half of the pnrlect is
to hc flnlncrr.l *itlt concc-ssionary funG.
s,nall pr()iects llndc(l enlirelv by develop-

Illl]nl il:i:'islilnce gnrnts. or tcchnical ccnp
criltion xgrccrncnts unclc'r $l million, are

crc0rt)t('(l lrrrrt tlr( rt Prrrlinl rcquirt-
,ttcnt\. \(,r)r(' inrltrrtril's f,rr ulri.h prior
OI(ll) ugrccnrcnts cxist-such as shiP-
pirrg lncl lircraft-:rlso flll outside oi the

new guirlclincs.

I Mandating regular consultation so

f:rr. rcprcscntitives ol the OECD coun-

lrics hlrvc l)ccn ntec'ting ahout once a

nn)nth t() rc\'ic\! projcct proposels. All <t1--

fers of ticrl or plniallv licd c()ncesst)nal
financc lirr projects larger thrn SDR 50

n)illx)n (jJi 5 nlilli()n) \\ill) J (r)ncc:'sron-

alitl lcvcl of less thlrr ll0 percent auk)-

rrlJtic!ll) r()nre up lirr rcvicu' at these

nreclinlls. for olllcr Proiects. lhe repre-

scnlrli\'(s $ill rliscuss those lbr $hich
(l)crr is (lisilgrecnrent ovcr lhe ProP()scd
hnlncing.
! Instltutlng rule by consensus on
pxpcr, tl)c l-lclsiuki l'ilckilge requires lhc
''suhst:rntixl suPgxrrl of all OECD repre-

scntxtivcs l)cli)re x tic(l-tid ()ller can be

nr.lclc l() Chin.r ()r ()thcr nriddlc-inc()nrc

dcr ci4ring (olrntrics. Sulrstlntial strp-

p{)n.' ll(}\\'c\rr, is hxril} drlined. Il is al}
p:rrcntlr thc ()l:(ll) sccrelxrill s dut) t()
dccirlc u hethcr cnough of thc represcn-

trlivcs l8rcc thlt a spccilic tied xid pro-

pos:rl shoulcl lre ltlloscd to proccccl.

Oll(.1) ()lficixls s!\' llle Proccss hits
urrrkcd llirly u'cll ovcr thc pxst yexr.
'lhLrs [rrr, tltc l'inll dccision on cltch pro-
jcrt hus hcen <lcternrinccl by majority rttlc
(r)ne c()llnlry. onc \1)(c).
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I S rrllltills rcl)ofl tllirl o[ tlrr: l(r oflers
(lc(,rt((l ( ( rttr)rcr( i:tllr' r ilblr-encl thrrs
incligiblt lirr licd rid-thr(\rgh thr con-
\Lrll:tli,) I)r,x'(.\\ lr, (htr.. l(,rr(l(.r (.,Lrntri(..
in five insunt'cs rssrrcrl _dcrrg:rtion- lct-
tcl\ llnnr)uncinr.l llr(.ir in(cnt to go ihe.ld
r\,itlr tlrr r'cspcttir't l)r()icct\. In ()rcler t()
(lisc()uritgc the (l(,r()gJlirrt ol)ti()n. thc I S

1.1()\crrlolCtrl is rcsp()r'rrling to onc of thcse

I)rojc(1s l)) nrrtt lrirrg tlrc tic(l-:tid ()tfrr
lllr()uglr Il\irDl)uDk's \\'rr Chcst, x spe-
rr:tl lirrtrl :rP1rr','Prilrt(LI lr) (.,,n!{r( '\ in
l')x- I(, ('n.rl,l( tll( illt(.n( \ I,, f((Jli.rtg
ll.lrinst lllc irl)usc ()l tictl licl. This sPccihc
proje<t. slticlr inr'olrrs u Frqnch trlrcont
tir:cl-:rirl otli.r to ln(k)ncsi:t. c()ul(l end up

I{()inE r() ir I S lridclcr arnrccl Nith \\'ar
(-lr(jsl firun( inli.

IlisLtsc rrl llt( (i(r()gllIi()n t)r()ccss
.r.itlt. tlr(' I \ l)lt\in(,\s ,.rrIIrIIu|ri|\.
sln)Lll(l l)c.r\\':rre tllilt thc l :lsinki agrce-
nlcnl nrirrhl n()t en(l Llp lnx)sting [15 e\-
ports in tlrt, l()ng lcrnl. []]'rclviltg i)n lhc
('r)r)rr(['r:ll vi.ll)rl,lv tL.j.t l'1r ('ilt l] I)r,rlc(l
rilthcr lhlrn c\( lurlint cntirc scct()rs fr(nn
lic(l ri(l lin tl( inl]-xn xppfi)xch rcport-
cdly:r(ltl)(.rtc(l l)y tllc liS g()\'rr!lntent in
thc eilrlv ncg()liirt i()n stltr.lcs-s()ote tic(l
lid liI kcY ini'r:rstrrrcfurc proic(1s is al-
rD()sl iocvil.ll)l(,.

'l1tc l'S rl rrtrnrrttrrt. lrorrt.rr,r. rcnruins
()l)linristi( thrl lltc lgrccntcnl is l)asi(ally
\\'orkinB ts cxpc.lcLl. I S offjcills lre

kccping ln clc (xr n(\\ projcel proposlrls.
pil,1i( ulJrl\ th{ )s( (lcrling $ itlr prx|cr gcn-
crxli()n itnd l('[\'()rnr]runiaali(nts sccl(]rs

in shir'h nrrst prrriccts sltotrld lrr conr-

US off tcro

:llr;lng(jllcDts lrss itnp()nanl in \\inDil)g
c(DIrlcls tll.lo tlrc Pr-itt, ;rncl rlrralitt ol
thc lctt[tl grxxls irxi s(ni(rs l() l)c I)r()
viricri. ()nc ()li(:l) ()llt.iirl tlcscriltr tlrr
ne\\ Jlrr(rD(nt lrr lrn ellirn t() 'li)alts r)n

spetlling thc ir\Jilxl)lc fin:rncing l)cncr.
runrl to kxrk :ll tltc (luxlirl rrf thc pro-
jccts-rutlrcr ll)irn Ilrc (luuntitr." Anolhea
OIa(ll) olil(iJI n{)tr.r tl]lrt tlrr..ugcncf is ul-
re:l(lv srcing rr sli.qlrt shilt t\\'xv i'()l11

Iroit'.'t Pr' rP.,s.rl. ltl Ill(, I(.1(11 nt]|l|ltni(.t-
ti(n'rs, lrxnsp()nitli()n, (,it( l-ll\., tn(l nl:lnu-
Ll('ttll'lt,g \(rlr,f\ rrt rrrlrttr tlurr,l,rllinE
('(ru trir'\-l)r(,( r.t.lr tlr,rrc \(,r.t,rt.j rn
\\'lli(t pr()ic.ts urt likcll to bc clcrntcd
crrrnntcrcilllv r ilrlrlc.

l-lrt olhr'i.rl xls() n()tc(l lllxr \\hile l11(

in)pxct (r'lhc ll(lsinki l)lckarr Trrrrlcl

\\ idc nr.lI n()l l)c I)l[1i('Lrlilrlv n()ti(cxl)lc.
thc I)ri()ntics li)r lli(l llil\( inlpr()\'cd in

Chinlt. lrs ixrns rritlt l()nt rcl)llInt(nt
Ir'firr\.ln(l [,rr'r'r irrttrcst lrll(.: llr( l\,in!l
tlr.rnnthrl :r\\'llt lr)ll (i,ntn)(.r(ilrllr vi-
ltl>lt projccts encl t(}$:rrtl th()sc linrcd tt
itttl'rft ,\ittl.l ri\t.ll'(nr(1.s .l (l llt( ( n\i
()nnrcnl. AcC()ICling t() iln()thcr llS g()r-
crlr)('r)l irfl(irl. \Ut' r',,trlLl lrt l'oking
tll il l()l ()i rvlrlcr anrl s(\vagc trclltntent
pr()ir(ts in tllt firtLrr(.. 11'tltis turns ()Ll1 to
lrL' tltr' t:r.r'. l'\ L1,r)ll).tnr(.\ \l.ln(l lo Ailln
in ()llter i,cct()rs sttclt trs po$er {cnrr:t-
ti()n rnd tclc(r nrrr)runi('ati()ns. *,

S ore

new

keeping

proiecton eye on

proposols, porticulorly

those deoling with

power generotion ond

telecommunicotions-

sectors in which most

proiects should be

commerciolly vioble.

rn(r-ci:tllv r i;rl:lc l\l()f(.()!cf, l)v llrrciLlening
thc usr' {)l th(, \(rrr (llrt,s1, rlr( [iS g()\,crn,

nr(1rl is indi(lllinl.l its \\illingltcss tr) ltelp
'}rlitc tltt lltlsilrki l'ur'k:rgt, ltrinciltlcs.

Chonging he project mix

Iin' tl)t Ir)()\l Pill1. thc llrlsinki .rgrce-
mcnt sltoultl ht lp nlrkc l'inunr'iel

REGISTRATION TEES

(All lees include seminor moteriols, $90.00 - Advqnce Reqistrotion lbv Mov l2): Non-members
exhibition ond luncheon) $ I 00.00 - Aher Moy i 2 ond or'rlie do6r

For odditionol informotion, tel: 708/980-4 I 09

A full doy conference feoturing expe
finonciol, ond other ospects of doing bu

rts on legol,
siness in Chino.

Moy-June 1 993 The Chino Business Review 39

The lnternotionolTrode Associotion of Greotrer Chicogo

DePoul University, *tleg" of Commerce
present

GHINA ONE.ON-ONE: fEf'S ilAKE A DEAL
I2Ih ANNUAT WORTD TRADE WEEK SEMTNAR AND TRADE EXPOSITION

Wednedoy, Moyl9, 1993 8:0O om - 5:00 pm
Eosl Bollroom, Rosemont/O'Hore Exposition Center o 9291 Bryn Mowr Avenue, Rosemont, lllinois USA
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Foreign Bonk
Bronches on the Move

Suson Moc Cormoc

Reforms in

Chino's finonciol

sector should leod to

greoter lending to

foreign troders ond

investors

! Suson lvloc Cormoc holds J.D. ond
lLM. degrees from Duke University,
where she speciolized in Chinese low.

I (,,rr(,rrrL lrlx r.rlrz rtron tI'Lrl,lt

!-,t,*,, grr,rrtlr. .rrt,l ll,,rrri-lrinr rt.rl
I ,.r-,r. ..r rrr'itrtr. .rnti r.ttrrt.tl trr.rt

l- *.,r,rr(,,11(( :rJ.l.llrr,lr.r\rlrll.i llr('
rirlllrr', \',. tr, lrnll rttlrr'k lo (lllitlir. Liccnsc(l

l() ()ll(lirl( r('l)r(l.,( lllrlli!'(' ()llitcs on tltt
nl.l in t.i n(i l',f o\(t':l tlr,:rrlc. lorr'ign
lr.rlks lrrt rtrru rlrslrint to,rltn lrrln,.ltc:
in r oust.rl r itics llorrr l)rllixn t()
(;Urn!lrll()tr. Sitl( !' llt( lrirst \xlirrllll lrJnk
ol (:Ili(rr1.5) r4renctl tltc tirst lirrcigrr-benk

r(l)r(\(nl.rti\( olli.( in l|(iiing in I98o.

orcr 5o lirrciAn lrunk lrrrtntltcr rtntl lli
rr'l)rr's( rllilti\ L ()lli((s llll\( I)(cn (slill)
lirhcdinltcitits.

I \ l\,rnL('f\ lr.r\( )-r(('tc(l r'ltirt.t't tttl-

provr'cl .r'rrnotrric rlirllrll( irtl(l fin.lnaixl
se(l()r f(,1()ntts rvitlt r'lrtrtion, ho$cvr.'t'.

lril\irU{ \\'iln('sst(l rrr' r.r1l'ticntcd lt host

rrl IIrn rltlrtttlts llrelr lrortt l()tl9 91. lllt
rc(cssi{)rtxr'\ lttrslcrilv ltrrrglltnt intposetl

rlrrriDg this lx riocl t llirrivclt sltttt olJ tllt'
inllrrr rrl r'uPitel lr'orn Vestetn ltnlnr'iel
irrslitlr(ior1r'. lts tttertv ti rr',. ign Irltnks eithtr
sLtspcrtlecl Inrling to tll( l'R(: (n l)('l.lxn

lo \(rlrllni/( tltr. rr'tr.lil\\onlrincss ot (.hr

n(\( l.lrrirrirDt(r's unrl tlt,. rlttltlitl <tl tIntt-
nr('nlirtirnr rrx)rr (urtlirll\'. \\'ilh lhc lirll-
sr.ult rtsrrrtrltlurrt ol tr'lirrrrts olcr thc Prrst

lS rrrrntlrs. lirtcign Irrrnks lrrre uraclurrllr

rt'o1x'rrul tltcir' l)tlr:'(:\, rln(l ltgtrn to fi-
nlrrtr't' tr':rI (\lxl!, irtliitslrtt(lulc, llnd itl
rltrstlilrl pr-ojtrts. illurtt llS lrltnkurs, hou'
crtr. llrrr' slrlt,:rl llrcir enrpltltsis l'rrtll
Ir'ntling tt, tril(lL lirrirn(c, lorcign cr_
t'lLrngc tr'lttlittg, inlcr(sl rltl( stvltPs. ltt'tcl

o(ltcr st.nitcs. -\\ lll( \(1,1)r'()l :t('li\ ilit's
()lxn l() li)r(ign lrrtrlks lrnrlltlcns, t S tonl'
punics rIrirrq lrtrsiness irt (]llinl \\ill lit(l
tlrt orsclr,- s rr illl .r \\ i(ll r ltngc ol' linun<'

ing o|ri()ns.

The eorly doys

li rr',.'ign lrunks ltltr t r rll,.'ttlcrl lrr'ur'tt hcs

on thc nrrinlunrl .inr c l:clirrr. thr' l'tr rplc s

l(( l)nl,lx \\.r. l,,tr\l(rl. llr,rn,'lr(.,)l' :litrl
cl.rrrlt lr.rrrl'rr',1 lt.rtrL .rrl,l tlr Il,,nt Kong

runrl Sh]rtgh:rr ltunking (.{,rP. (ln,th (sl:tl)'

lish((l in lli6i). rtlorrg uitlt thc li:rnk oi
[.r:'t .\\i:r lcsl. l')]()) .rn(l tlt(' O\'(rr'cals
(.hir(s( lllnkirrg (i{). ()l Sinltill)()rc ((sl.

l9l-) \\(r! l.llirnt((l sl)((iill Icg:rl stltltts kr

r(r: in in Slrunglt:ti .tlitr tlrc l)ll(l sus ts-
t:rlrlislrrrl in lt)r(). I nlil tl)c l9ti0s. llrcir

l'rr( \('rl((' \\.1: trr,,rt :rrrrlr,ll. llt.rtr lirrrc

tionlrl, lrs tlrt lrlrrt lr(,s uctc only ablc trr

crrnrlrr(.t linrilr.rl (\lx)rl l'i,lrlt'l(t {mnsxa-

tioDs. ln 198r. lro$urcr. tltc SlLrngltli
lrr.rrr, lr,,s rrl I x,rll lll( \l.llc A(lrrll rstr.lli(,rr
('l ll\(hirng( (inrlt1)l {s^ll(-) xrl(l the I'c().
plL,s lt:rnk ()l (.1)inx (l'll()(l) l)cnnincd lhc
li,rrr Irr.rrrr lrt.. tr, lrr'trrt [.rtrltrtB lirrr'igrr
('ort(n('\ .ll tltrr('rlri(1((l irllulr'sl rll(s lln(l
trr lrcctPt rIPosits irt inl(r(r'l rJtcs dcttr'
rrinctl lr tlrt llunk ol (ihinu. Altlrough
juthor'izul to scrrt lroth Iirrcign und (llri-

n(,s(. ( u\lr)nlt f:r. tltr'lrritnr'hes \r.'rt still
ert lttr[tl lirrtr thc t'rlrrlllri n)xrkcl.

()llt( t 1,,r(.tsn lr.trtk' t,.,trrtrl Ir,rrrtrr-
\t', l l,)-') tr, (\t,tlr'l\lt r(.1)r(\(ttl.rli\(,
olliccs in ltcijing rrtrr.l lltr. Slrer'irtl licrr

noruit Zorrts (Sllls) irrl(l sLrl)-rel)rcscnlll-
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rocus
tivc ollices in ccnain dcsignatcd cilies.
Sincti()ncd l() cngagc in'consulting, liai-
s()n, tn,lrkcl rcselrch. antl olher n()n,
profit-rrr.rkrng :r('tir itit.s.- r(.nr(.sentJti\'(
()fhces can pr()vid( tllcir cust(nDers Bith
inl(xluetions locl c<)nt:lcts k) Chincsc ru-
lhi)rrlrcs Jn(l (nt(rpris(.s: crt.drt ltnlrllsi:.
and ea()n()nri(' infilnnation: pr()duct intr(),
duction ilnd seniac pr(nn()ti()n; tnd ex-
plorati<u of husincss ()pp()nuniti('s.

Rcpresentxtive ()lli( cs .tre cxprcssly
prohil)ilc(l lront conclucting husincss,
nraking kllns, a(ccpting dep()sits. or
t,onlrnuing Iettcrr rrl crr..rlit-linrir.rri()ns
thnt gcncrillly nttke thc ()lficcs unpft)f-
itrl)lc. As (nte llS l)lnk clttirtnin c(nD-
lucnted in l9tt6, ()pcuing il represcnla-
live offi(c 'is xn c sy u'ay to spend
:rboul $5(X).(XX) it yclr \\,ith()ut gefting r
pcnny l)ick. l!l()st []S l) nkers rodxy
.cc()gnize tlul \\'hile reprcscnrltivc of
ficcs incur consiclcrlble expcnscs, thcy
help thc blrrrks ll()ng K()ng and rxher
otcrsr:rs lrnrnchcs gcneratc pnrfrts. For-
eign lunks havc llso l^-cn u'illing t() rc,
((Pt ll)(' (rhl i,l r(l)r(scntxti\1..)t6('(.. in
()r(lcr l() l)c $'cll placcd kl scizc nrore lu-
(rutivc oplx)nunitics xs thc se(t()r is lil>
crulize(1.

Clrincsr lrrthorities pcrminc(l the tbur
tirrcign lrrlnrltcs in Shxnghili t() cxpand
rheir ()prrxti()ns tlLrring thr.. nlid-19u0s ()

lucilitrte Chinl s grow-
ing ftrrcign investment
xnd I rldc xcti\.ities.
Othcr forr-'ign hanks
\,ere lll(xvcd l(, ()pc-n

lrrlnchcs in tlte S[:Zs in
l9l.l5 in ()rdcr t() ttcrcr

forcign clpital into the
zones.Inlikclrcpre-
scnlxtivc ()ffi( e. ir

lrr:rrtt crn oller lrrll ('(rnmcrcirl xnd ({m-
sunrcr bxnking scn,i(es once il rc(cives :t

licensc l'ronr rhc l,llO(1. lly IgtttJ. -.t0
lrr:tnr'ltts hutl l)(,(,n (stxl)lii,llc(1. shi(r(.ring
tlt< ll:rnk rrl tllrinu s nronop,rh' on s< n ic'es

t() ti)rcign-invcslc(l entcrprises (f'lfls) oper-
xtinB outsi(lr o[ Shitngl]ili. 'l'hc hranclres
clcllt prinurily with tluclc finlncc matters,

such !s tlre issuln(c o[ lcttt'rs of crcdit,
tllc ncgolixlion rncl dis(r)unlinq ol cxp()rt
bills. and thc csclrangc of li)rcign cur-
renc\'. S()n)c banks. srrch Js thc First Nx-
ti(nlal llank ()l Chi(xg(). c()nsidered FlEs to
l)c lheir prinlxq (uslonrers li)r lradc fi-
nirncc: ()lhcr:r. such ls Chasc l\,lxnhtttan
llxnk. txrgctcd dnncstic cnrcrprises.

The success of lirrcign banks in pro,
moting ecooomic grou th. devel()prncnt,
rnd foreign invcstment in the Sl:Zs gener-

ated pressure ()n lleijing frorr othcr rc-
gions to all()w lirrcigo henks to operJte
,rutsids tlts sPr,(i:ll z{)n(\ Thcrclirrc. in
l})0 Shanghai authorities promulgatcd the
Administftlti()n ()f Shtnghili liorcir{n Invcsl-

mcnt Financill Instituiions lnd Sin()-l-()r-

eign Equity J(,int Vcnrrrr(, FrnJn(iJl ln\tiru-
li(,n l)rr )('{(lrt rcs h(.Shrnghili Ii,rcign

Eight foreign bonks from

the US, Jopon, ond

Fronce hove opened

bronches in Shonghoi,

ond more thon 20 other

bonks hove opplied for

bronch licenses there.

[]dnking I)roccdurcs) to pft)\'i(le ti)r tllc cs-
trblishnrcnt ol fi)rcign-lirnrletl lxnks to :ts,
sist in thc <levckrpnrent of thc l)ucLrrrg
Neu Art,r. lltr. lqBi.l.r(irnl :rlkr\\1.(l lur(rtn
bank hmnchcs:rnd i{)inl vcnturcs t() l()catc
lnyu'herr in thc Sh.tngll:li tuni(ipxlily
lnd to cnglge in csscntiirlly tlle sxot( xc-
tir rtit s Jrt nuittcrl in llrc sl:i/-\.

'l'hc prrx-cclrrrcs llitvc (.nti( c(l ciglll li)r
cign lxnks li(nu lhc Unitcd Strles..lapan.
and lrruncs t() ()pcn l)rtncllcs in Slltng-
hai. entl nxrrc rhiln l0 ()thcr h:rnks hlvc
applierl lirr lrranch licenscs thcre. lhc
It)ur originill lirrcign lrranr.hcs in Sh:rng-
hei hale rE rcgislcrccl urrrlcr the neu leg-
islati()n t() enj()v ils luvorlblc policics.

Tfie door opens wiJer

A[t(r exp( rirr(r]tin8 \\itll li)r(ign
l)mnchcs in thc Slizs xn(l Shunghai. the
I)ll(X' .rnn(,un((,(l l:tst lrror. tlrrrt lirr(ign
l:anks coulcl estulrlislt lrrunchcs in scven
olhcr citics. lltnkcrs lronr thc tlnitrd
St.ltcs,.l{pxn, ll()ng K(ntg, Jn(l South K(r
rc'a ntsltrcl to strlrrnit applicetions to o;^-n
lTr:rnrlr(s in (;u:rnllzln)u. I)lliJn. lixniin.

Qingd:ro. Ninglxr. \xniinla. :r,r(l l.uzhou.
Tlre lirur original Shrnghli hunks u.crc
thr first k) rexcti Standx.d (lltancrcd srrn

approval to estlblish,lrrunch in 'l'ilnjin;
tlong Kong & Shlngh:ri llanking Grrp.
(Hongkong llank) q,as pcrnrittcci to open
a branch in Qingd.o: and thc Ilank ()f

Ilxsl Asix \&)n thr rigl)l t() ()prn I l)ranch
in Guangzhou. Socicte (icnerale.
Nanyang llank. Credit Lv()nnais. Citil)xnk,
and Sumitomo Brnk ltavc llso lt'cn ap-
proved to olren hr.rnchcs in (irungzhou.

while Chasr Milnh llan lllnk hls rc-
ceived the gr>lhead to <4ltn a ltr:rnch in
'l'i niin. Orhcr lbreign banks havc also
sullmittcd applicali()ns to opcn lrrancltcs
in thesc cities.

It is unclear rvlrcthcr the ncu, lrrln<.hcs
uill It ablc to expand tlreir lrtrsincss lt-
yond the scope of xctivities pcrntiltild in
Shanghai ancl thc SIlZs. trntil kral olll-
cials tlrlft thcir o\\'n lcgisllrtion or thc
l)llOC adopts natkrnll regulltions, tor-
cign bankers havc l>ccn inlirrnrcd that
the 1990 Sh.rngh:ri l'()rcipn lhnking I,r(F
ccdures will sen'c as guidclincs [or
l)rrnches in tl)c ncw cirics.

The lctivities s:lnctioned hv lhcse rcgu-
lelior'rs. hon'evcr. rellcct thc inl(rcsts ()l'

tllc (lhinese govcrnnlent nn)rc thitn th()sc
of firreign inveskrrs. Chincsc ol'hcirls cx-
peCI fi)rcign l)xnks k)
infusc l)rnking tecll-
nokrgy, nranlgcntent
skills, lnd ncu, finitn-
cial systems into thc
cotrntry. brrt pcrntit
tirrcign banks to olfur
onlv r linritcrl rangc
ol commercill hank,
ittg sen'ices. Thcse rc-
slrictions. conll)ined u'ith thc inaclec;uacy

of the Chinese grrarxntcc syslcrD. hirvc
discotrragecl somc [:S l)ilnkcrs li(xn lcnd
ing in Chini. Errrol^-:rn .rrt<l llong I'ong
l'ranks. Itrucler, gcncralh lppt'lr hullish
:rtxrut the Chinesc finirn(ixl urkct.

Foreign bronch hnding

(iurrently, foreign hunk hran<Jtcs rrrc
rr'.trtclcLl to C,:ncltrt'trn8,r;tr.ftrti0n.' in
lirreign currcncics, thougl) thcy cxn hclp
firrc-ign clients se(ure trrnlr?lri l(uns l)y
relerring tlrenr to k)cal fin.lncixl institu-
ti()ns. Alternxtively. Iil!:s n)ly l)orr()u,
hard currency fr()tn li)rcign banks an<l

then trxnsftr lhc m()ncv to thc l<lclrl
Ilink ()f Chini bren<h. utcrc it cln be
exchanged f<rr n,lrllrrlri

ln pct(ri(r. lirrt.ign lrank lrr:rnt'lrr.r pri-
nurilv exlcnd l().rns t() Irllis, tlre Ilank of
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rocuS
China, nltional and
rcgional offices of thc
China International
'l'nrsl and lnvestment
Corp. (CITIC ), the
Bank of Communica-
tions, and a few large

stxte corporations
that provide goods

firr cxpon. Althotrgh thc clicnt base has

rcnrxincd fxirly c()nstrnt (foreign hllnks
are n()t pcrnlittcd t() lcnd lo private cnter-
priscs or Chincsc indivi(luals), the types
ol projects ftrndc<l in China have
changecl ovcr thc ycars. In the early antl

micll9lt0s. nr()sl li)rcign lrank l()ans *'ent
to holel crrnstru(tion p()jects. N()w. f()r-

cign lunks arc supPlying w()rking capital
;rnrl Iirnrl' lirr inrltt'tn:tl. lrirnsp(,n!lli(,n.
en<l rell cstatc clcvclopnrent.

Vlrik kn<ling l() (rrt(rpris(s in Clrin.l
r\ ,,n rh( in('rc:rsc. tltt lirn.lirrg i. .',rrning
prirurilv lnrnr Iknrg Krnrg rnd Europcrn
6nrn(irl instituli(nrs. IiS l):rnkers- in c()n-

trxsl. aplx'xr t() l)c (r)n(cntrillinS (rn tradc

financc. Mlnl lirrcign banks. including
Hongkong llank antl l"irst Nilti()nal llank
()l Chicrllos rmlixtc. (l(ll(l Finance Ltd.,

Itavc lls() l)egrrn lo tndenvrilc st()cks and
senlc rs cusk)diin tranks firr clicnts br.ty-

ing llnd sclling on the shanghri and
Shcnzlrcn sl()ck cx( hilngcs.

lending rules

f(,rr..rgn finlrnr ilrl insliltrtl()n:. Jrc pcri.

<rlically rc<luirerl by the (lltinese Sovern-
ment t() rcgisrcr ell lirrcign cxchlnge
Ioans. ln aclclition. r.rithin l5 clays of
signing a lrran (()ntrrct, il lranks clienr
nrust Prcscnl e cr4rv of thc conlract ()
tlrc kxal branth of the SAEC to olrtain

llr(. r(,(luisil( ln(lividlr.ll l)cln Rcgi\trJtir)n

Ccnifi(:rlc. ln gencrll. []S bankcrs have

fotrncl that the SAE(I is c(x)pcritivc but

lacks cxpricntc in the crcltion of coor-
prchcnsivc lntl strlightforu':rrci rcgula-
ti()ns. I)()nlcsti( l>orrI)wcrs, m()reover.

are nol always rcsp()nsive t() the SAEC

rulcs, Ieaving lirreign hanks respcrnsible

lirr upplying lirr itttthrrrizltion lrrd regis-

tcring lhe loxns.

Un(lcr thc Adrninistrltion of lnterna-
lionxl C(nrllcrcirl L() ns l)y l)onrestic
()rgrniz ti()n I)r()ccdurcs, pronrulgated
l)y lhe SAtiC in 1991. f()rrign branch
lodns t() (knlltslic cntcrPrisrs must be

cxanrinecl, epprovccl. and supcn'ised b,v

lhe SAIiC ()r l'lt()C. Il x hxnk enlcrs into

a k)an agrcrmcnt u'ithout propcr.ruth(r
rization, thc c()ntrac( may bc v()id. Morc-

ovcr, liahiliry for unapproved lcnding to
a dontestic lxrrro',ler nral bc assigncd trr

the foreign bank. l'or firrcign joint ven-

lures, thc pr(rcdurc is ruthcr pro lirnrra

and appr<>vals arc usullly not difficult to
ohtain. k)ans () Chincsc ctltitics ()r \r'itll
Chinese Suarant()rs. however. are care-

fully scmtinizcd.

Chino s incomplete

legol regime leoves

foreign bonks

ond their clients

few reol options when

it comes to

determining how to

select colloterol for

o loon.

Approvul critcrirL lirr lirrcign exchangc
krans kr clort'tcstic hornru'ers vrtry itccortl_

itrg ro the length of thc kran. Illch lirr-
cign bank lrranch rc(civcs n SAIIC (lu()ta

detcrtrrininr{ the ilnl()ur1t of Iirreign cx-
changc the hranch m;r1 usc for short'
temr krans (thosc lirr lcss lltan onc vear).

Sh() -Iernl loans nritl' onlv bc givcn lo
exp(,rt l)rl{incs\(\ to rrst tor sorking
capital. l\lc<liunr- ancl krng-lcrnr ltuns-
those sith tcrms l)ctwccn onc lncl ten
years-nlust h'usc(l t() inrg)n high tcch-

nokrgy or to find pft)jccts that will gen-

erate li)rcign exchlngc. Thc proccclurcs

tkr not rcquirc lirreign llank lrranchcs to
investigatc thc tlisposition ol' procceds

fr()lD thcir li)rcign (urrcney loans.

Sccuring lending

(:hinx s incomPlcte lcgll rcgime leaves

firreign lranks :lnd thcir (licnts tt'\' rctl
(,pfi()ni' \\h(n it c()ntcs to (l('lcrn)in,ng

h(x! Io scled collatcrel f<rr iL kun. Ilanks

in the trnite(l Slrlcr' n)ilv chrxrsc fnrm I
variety o[ ()ptions. including ('al ProPcrtv
()r any lvpe of personll pr()pcny..Nl()st

l>anks financing forciSn invcsrnent in
China, in contnsl, hrve no (h()icc but l()
acccpt proiect cash-llots nd p()tcntial
camings:rs collatcml.

while Chinesc rellulalions do providc
li>r fbreclosure in proicct financc, nt(xit

tlS hanks trsually opt l() c.rll the guaran-

Iee or reoegoti:rle the tenns ()f lhe l()an

agreement. In tlrc casc of l-ltls, thc bank

rnav instead cnc()uralae th('f()reign Prn-
ncrs to conlribulc n]orr cirpital. F'r<lnr tltc
hlnk s pcrspectivc. dcfutrlt r:' n,'t s,r,rttti-
n()us in e project finartcc sccnario he-

causc thc lendcr can alwrys (()llccl
something f()nr thc venturc lncl bccausc

FIEs $'ith governDrenl ()r (luilsi-ll()vern-

orent partners usually providc fir()icct
coorplction gurruntecs. 'l'lrc l<rw risk let'cl

Jnd potentixl for high rcturns from futurc
carnings pr()nrpte(l :r reprrsentltivc of
one L'S ibank to <lcscrih proiect financ-

ing as \cr) pnrfitalllc" frrr forcign hank
hranches tr>da1'. 'l'he loan dclitults and

diflicullie:' cnforcing guirxnl(jes rflcr
June 1990. lxruelrr, still lcxvc nlan\, [15

benks nan ah()ut Chinx lentling. includ-

ing project finance lolns.
N'longlge lendinS. rvhich is nrrrch less

c(nnmon in Cllinx, becxorc lxrssiblc uith
lhc 1986 prssagc ()l the Rel{ul;rti(ms (rn

Mortgage L()an A(lnrioistration in thc
Shcnzhen SEZ. Thc Shcnzherr rcguhtions
specify that property-irrcluding l)uild-
ings und nrutcn:tlr. ncgotiltlrlc rcr'ttritics,

and payment re-
ceipls-may be used

as loan collateral.
Unlike in the United
States. mineral and
nalural resources
and land may n<>t he

so used. The Shen-

zhen Mortga8e Reg-

ulations are alsr>

slightly more rcslricti|c li>r borrotvers
th:rn arc' corresponding []S llrvs in that

rhe Chinese regulltions stipulltc lhc lxrr-

rower must havL'thc c()nsent ()f thc m()fl-
gaging bank ur lease, scll, translcr, or lirr-
ther mortgigc tbc pr()pcrty. lf thc
borrower fails to repay ltlirre the cncl o[
the term. tlte forcign bank brtnch hls rc-
course to disposc of th( tno(g gc(l prol>

cny tltrottgh.tu,.ti()n. s:ll(, ()r tlilni.lir.
Sr)mc co:tst:ll protinrr's ltlvc nou is-

sucd their onn rcgulirlirrns on sccurctl
trJn\llctionr'. l)lr'c(l ()n th( slr(nzlrcn prin-

ciples. l!tin)' of thcsc kxal rrgulations.
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though, place different resrrictions on
mongage and sec1lrify procedures in thcir
respcctive jurisdictions. In Guangzhou.
for example, mortraagors face special le-
gal difficulties foreclosing on borrowers
who resist. The Tianjin regularions limit
the mongage levels to a certain percent-
agc of the net value of rhe property,
whilc in !/uhan, provisions do n<l pro-
vide for third panies to offer security. For
thc most part. however. the viriou\
pieces c>f new lcgislation afford secured
creditors protection comparable to that
offered in the Shenzhen regulations. For
most forcign banks, that level of protec-
tion is inadcquate.

.{sian financial institutions seem to bc
more rcccprive ro the idea of mortSalie fr-

nancinS than are lgestern banks. The
llank of liast Asia has aggressivcly
arranged such financing to FIES for the
cxpansion of existing faciliries and tbr the
purclrasc of apartments for expatriate
stalT. 'l'hc construoion of the Guangdong
\?orld Trade Center was financed in pan
by a SinSapore lrank tkough a $30 mil-
lion nrongage on the land-use righls and
the lruilding under consruction. Mosr for-
eign banks, however, have been hesitant
to enSagc in securcd transactions, panic-
ularly mortgagc financing. [n contrast
with t S rqsrrlJ(i(,n\, there is no unifonn
law t,r rcgulatc the cr(atton o[securiry in-
tcrests, no means for perfection, and no
mcchanirim for prioririzing liens. ln addi-
lion, many cities have not enacted mon-
gage regulations. making condu('r of ftis
typc o[ business impossible rhere. Finally,
nteny hrtnkers [t.er that pxymenr( fr()m
forccl<rsures $ ill he mrde in rcnninbi
rather thrn forcign cxchange.

tinorcing trode

llccxusc ol the cliffrculties and rcstric-
tionj\ (urrcnllv rrsr[iutcd with lcnding in
China, many f()rcign banks are c()ncen-
lftrling ()n rrJdc finJncc instead. Forcign
bank bmnches in China nlay provitle litr-
cign c(rtlpxnies a number of tradc scr-
viccs. including thc issuance oi letten of
credil ilnd the collection of d&'ulncnLs f()r
expons nncl imfxlrts. These activities arc
clrrcly regulared by the PBOC. If inNird
rcnriltln(c\ are ti)r llEs or orher loreign
cnlilics, thc rccciving panies may decicle
whcthcr to dcposit the foreign cxchange
or cxclrangc it f<'tr rerninbi. ln thc case

of expons, hrunches are permittecl only to

c(rlect commercial paper and issue and
confirm letters of credit for Fllls and dG
rneslic enlerprises that ohuin permission
from the lcxal branch ofthe SAEC.

In the last five years, as lhe volume of
tracle berween China and rhe rest of the
world has soared. the demand for rhesc
services has greatly increased. Currently,
trade bill discounting accounrs tbr the
nujority of income eamed by most for-
eign lrranches. A small but growing per-

Asion finonciol

institutions seem to

be more receptive

to the ideol of
mortgoge finoncing

thon ore

Western bonks.

ccntage of foreign branch busincss in-
cLrdes the underwriting, purchase, and
sxlc o[ securities; the providing of deposit
boxcs, credit investigations, attestatt)ns,
crcclit cards, traveleni checks, and consul-
tation scrvicesi and the handling of dc,
fpsil.r Jnd loans in foreign countrics.

Toking o secord look

A(cording Io lhc Ftar hrk rl h\tru,tu(
Rctte , only about 25 percent of all frrr,
cign bank branches in China wcre ()pcr,

nring rt ir pront in 1990. at the pexk of
the nustcrity campaign. Though the pcr-
(entage in the black has undr>ulltedly
risen since then, foreign lllrnk lrranclrcs
ncvcnhelc.ss 6nd their profirabiliry linlitcd
l)) the ir inability to de in /t ninhi, by
(:hinr's hi8h lJxes and li(Iri(lity r(tuirc-
nrents, lnd bv los llBOC fixcd inlcrest
rflles. As I result. some forcign banks are
considcring opening ioint-\enturc' fi nan(e
.ompxnics in addition to Irnnches. Tlrcsc
entcrpaises generally have gre:lter rcccss
l() p()tentixl domestic horrowc,rs, nr<trc

ficeckrrr to s<.t up hriln(hcs within ChinJ.
lncl t:rlrrrlrle (ontacts. llut wllilc jr)int-
vcntLrre financc companies can arrangc
long-tcrm capital and hnlncing lirr prtr

iects, they cannot issue letters of credit or
engage in any cornmercial banking activi-
ties. Moreover. the
capital requirements
for establishing such
a company-$ 20
million-are steep.
Most foreign banks
are reluctant to com-
mit such a large
amount of money,
espccially since they
would lose considerable control over the
funds to their Chinese panner. The loss
of power over purse-strings has also dis-
couraged foreign hanks from forming
ioint-venture hanks: only rwo have been
established to date.

But even though China's financial mar-
ket is underdeveloped and iLs regulatory
system inconslstent, many foreign bankers
hclievc the future holds promise. Foreign
b:rnks are gaining acceris lo morc areas in
China, and high-ranking officials have
publicly stated rhar forcign bank branches
may 'soon" be authorized to deal in rcn-
rrirAr. tn addition, the enac.tment of a na-
tional banking law, possibly later this
year, would create a more sccure and
predictable financial market hy climinat-
ing the disparities among provinces aod
by promoting r}te use of secured transac-
tions. China's entry into the Gcneral
Agreement on Tariffs and Tradc (GATT)
would probably funher open China's mar-
kets to both foreign banks and FlEs.

Beiiing's cornrnitmenr t() intcmational-
ize China's tertiary indu$trics has at-
tra(ed a growing numbcr of forcign law
6rms, insurance companies, and hanks
to China in the past year. Foreign in-
vestors should henelit fr()m thc in-
creased supply of capital and financial
services. Nevertheless, thc shortage of
trained Chinese frnancial staff and inade-
quatc' infrastructurc will c()ntinue to
plague bot}l foreign banks and their for-
eign customeni. Chinese authoritics will
also persist in thcir attempts t() attract
forcign c?pital, technology, lnd manage-
mcnt skills wirhou( thrcarcning thc vir-
bility and position of various State enrer-
prises, including rhe llank of China. Bur
with an economy predicled to be the
wrrrld's largesr hy rhc year 201U. China
will no doubt continuc t() attract larger
nunbers of foreign banks and greater
amounts of foreign capiral. *,
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From Shenyong
toWo Street

Lee B. Spencer, Jr., Clo* T. Rondt, Jr., Jomes E, Boss, ond Hsioo-chiung Li

r lee B. Spencer, Jr. is o portEr spe-

ciolizing in corporote finonce, invesl"

nrent, ond securilies motlen in the l,lew
Yo* dfice ol Gibson, Dunn & CruEher.

Clo* T. Rondr Jr., o portner in the

firm's Hong Kong office, rcpresents for"
eign clienh in inycstment proiects in

Chino. Jomes E. Boss ond Hsioo-chiung

[i ore ossocioles who odvise clienh on
cross-border Fonsoclions with Chino

ond on corporote ond securilies hws.

n octobcr L 1992, the lettcts
'CBA flashcd alDve lhc'trad-
inli floor of the New York
Stock Exchange (NYSE).

marking China's debul on the world s

largcst se'curities exchange. Mrilc rccent

devclopments in China's financial mar-

kcts have been closely watched hy many

f()reign inve$tors, this first PRC slock lisF

ing outside of China is likely to pique the

inlcrest of those looking to invest in one

of thc wrrrld s fastcsl Er()wing ec(,n()mics.

CBA is the ticker symhol for tlrilliance
China Automotive HoldinSs Limited, a

C h incse-controlled company incorp-
orated in llemruda just six months lx'f()re

its initial public offer of 5 nrillion com-

mon slock shares at $16 pcr share. Fol-

lowing heavy tradinti in tlre first t$'o
nrcnths, CBA stock was selling rt $21.50

per share on April 6.

l]rilliancc China was cstablished specil-

icxlly t() provide a vehiclc for thc pul)lic
()ffer in the Llnited Statcs. Prior to lhe list-

ing. 7ti.4J percent of llrilliance China $'as

orvnecl by the Chinese Financirl f:duca-

tion l)evelopmenl Founditti<ln, a char-

tercd non-profil foundation sponsorccl try

thc F:ducation Depannrent and ()thcr affil-

iates of the People s tlank of China. Thc

Jinllci Automobile Sharcholding (ir., Ltd.

Uinllei) held the remaifling 21.57 Pcrcenl
ofthe holding company. ln thc public of-

fering, Ilrilliance Chinl issttccl shares rcp-

rescnting 211.75 percent o[ thc company.

After dtdur'ting untlerwritinE, Jc( ()untinH.

and legal expenses, the tlrilliancc offering
generated $72 million, moncy which will
bc used for cquipmcnl purchases and
plant and warehousc construdion for the
shenyang JinBei Passcngcr Vchiclc Man-

ufacturing Co., Ltd. (ShenyanS Automcr
tive )-

Urilliance China holds a 5l percent in-
tcrest in this auto ioint venturc, while Jin-
Bei holds thc othcr 49 pcrcent. Shenyang

Automotive officially hcgxn ()perations in

eaiy 1D2, taking ovcr thc minil)us man-

ufacturing, assembly. and sales husiness

conducted by Jinllei sincc 1975. JinBei
employs over 50,000 workers at 4tl ault>
motive componcnl fertrrries in Liaonmg

Province and r:nks 37th in $alcs among

industrial enterprises in China. In 1991,

.JinBei was involved in the p(xluction of
over 11.000 minibuses. an cslimated 40

percent of the l1-15 passenSer minibuses
nranrrfacturcd in China.

Preporing to lisr

Although thc relations among thc play-

ers involved in ttrilliance China appears

somewhat c(rmplicatcd. this fact()r raised

few problems in thc actual listing on the
l.lYSE. Since Brilliance. *hich holds the

mrj()riry sh.lre in Shcnyeng Autr)molivc.

also controls the loint vcnturc, l]rilliance
China was irblc to refx)rt c()nsolidated fi-

nancial statenrents fronr all thc compa-

nics involved.
Vhile a numltr of Chinci'( (nlcrpriscs

have listcd shares on China s two official
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securities cxchanges in Shanghai and
Slrenzhen (s'ee The CBR, May-J|f:'e lryl,
p.20), the Brilliance offering was thc 6rst
time a China-basLd enterprise was ahle te
tap intcmalional capital th()ugh a f()rcign
listing. Brilliance China adopted a hold-
ing company strufiure in order k) issue
shares hecause owncrship interests in
Sineforeign ioint ventures can <>nly be
tcansferred u[x)n unanimous approval of
the venture s board and upon rpproval
by the Chinese govemment. This situa-
tion is chanSing as Chioa convcns more
of ils enterprises to companies limired by
shares, thereby allowing f<rr free transfer-
abiliry of share intc.rests through public
offerings (str Tbe C:B& January-February
1992, p.50). Tlte Chinese govemment is

beginning to develc-rp narional regulations
clarifyinS the riShts that will be afforded
the shareholdem of such companies.

Likc any company conducting a public
offering in the llnited Statcs, Brilliance
China first had to file a rcgistration statc-
ment with rhe US Securities and Ex-
change Conrmission (SEC). Then, in or-
der to list on the NYSE, the company had
to comply with the stock exchange's
standards. A number of specific areas had
to bc, addrcssed in thc registration
Proc'essl
I Floanctal audlts The m()st ardu()us
task faced by Brilliancc was compiling
lhree years of audited financial statc-
ments pursuanl to IJS generally :rcceprcd
accounting principlcs (CAAlr) and SF:C

discl$ure requirements. In order to com-
ply with SEC regulation S-X, Brilliance
had to fumish audited consolidated bal-
ance sheets for the two fiscal years im-
mediately preceding the offering, as well
as statements of income, cash flow, and
changes in shareholders' equity for each
of the three fiscal years preceding the of-
fering. Vhen a new corporate entiry con-
ducts the business of is predecessor, as

in the case of Shenyang Automotive, the
SEC requires financial statements cover-
ing the accounts of the prior oper:lting
entity. The registration process thus re-

The Brillionce

offering morked the

first time o

Chino-bosed

enterprise wos oble
to list obrood.

quired a thorough accounting of JinBcis
minibus manufacturing, assembly, and
marketing activities for 1989-91.

To prepare these statemenls, Brilliance
China enlisted the help of rhe tlong

Kong office of Anhur Andersen & Co.
The accounting firm disparched a 30-per-
son leam to China from March-July 1992

and spent 11.000 hours reviewing and
auditing the financial records of
Shenyang Automotive and JinBei. The
Anhur Anderson team found that good fi-
nancial rccorcls had bc,en kept. Account-
ing for the manufacture and sale of a sin-
gle product, such as minibuses, proved ro
be relatively easy campared to account-
ing for companies with multiple p(xluo
and service lines

As thc frnancial statemenLs had been
prepared in accordanc! wih the Ministry
of Finance s accounting principles for
Sino-foreign,oint venture enterprises,
however, a numlxr of significant adjusC
ments were required. To reflect the use-
ful economic life ofJinBei's assels under
CAAP, ob$olete inventory was written off
and increased depreciation of property,
plant, and equipment was reflected,
thereby reducing thc enterprise's srated
assets. Thc nnancial statemenf,s also had
to accounl for the capitalization of inter-
est charges for construction-in-progress
tx)rrowings, which had heen substanial
for the entcrprise during the past three
years. Finally, significant disallowance of
asset values in exccss of their historical
c:osts was nccessary.

I Dl|lSEnce In order to compile rhe in-
formation requircd for the SEC registra-
tion statenlc'nt, cxtcnsive diligence re-

Earding lhc husincss and Iinancing
prospccts o[ the compaoy and its

sLrbsidiarics had to be undcr-
takrn. C<lmpany drrcumcnls and
industry milterials had to be re-
viewcd by thc lcgal counsel tbr
[lrilliancc China. as well as the
<rrunscl tirr thc underwrite$. The
docrrmc'nts studied included cor-
poratc reconls. rraterial contracts,
licenscs and approvals, titles and
lcascs. lncl nrarket studies f()rJin
l)ei. Shcnylng Autom()tive, and
l'irilli:rnct. (lhin:r

'l'he lracl unclcrwriter lirr thc
otli'ring. Thc I'irsr Bosk)n C()rp..
lrncl thc crrntln:rging under$ rit-
crs-S:rkrrrrtxr llr()thers Inc and
Ilerrill t.r'nch .t (i).---< ()nducted

lace'trrl':rcc inten icrr's s ith conr-
plnl pcrsonncl t() vcriry thc ()fF

crali()ns ()[ thc (]hinese conrpa-
nics inr-olvcd llnd ascenxin the

Brillionce Chino is porrly owned by the Shenyong JinBei Possenger Vehicle Monufocturing Co.,
o minibus monufocturer lhot is one of Chino's lorgesl industriol enierprise.
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prospects of Brilliance China and
Shenyang Automotivc. Through this
process, the underwriters lcamed that
Shenyang Automotivc is subiect to for-
eign exchange volatility because its
deluxe models must be imported from

Japan in kit form. The hard cunency for
the kits is obtained on China's 'sq'ap

markets," on 'ahich the retminbi rale
varies with market demand.
I Reglstratlon starement Like any other
company seeking to issue sharcs in lhe

Uni(ed States, Brilliance was required to
hle a registrdtion statemcnt with the SEC.

The registration sratement contairls hroad

disclosure about the offering company
and its suhsidiaries, including discussions

of all principal risk facbrs facing the en-

terprise and planned use of the proceeds

from the offering. Also included was a de-

scription of business development and
market competition, the management's
analysis of the company's performance,

and disclosure of the owncrship and capi-

tal structure of the company.

Just prior to the Brilliance registration
statement filing, the SEC had reviewed
and commented upon several registration
statements for US investment firms wish-

ing to set up china funds, and so the
agency was already familiar with many
aspects of the China market. The tsril-

Iiance registration statement se( forth
background information reltarding Chi-

nese enterprise ownership reform and

China s automobile industry, providing
potential investors with a framework for
undersranding ShenyanS Automotive's
operations. The rcgistration statemenl
also included a detailed description of
the minibus manufacturer, focusing upon
its principal producrs, future develop-
ment plans, marketing effons, ancl com-
petition.

The SEC rcvicwed the registration
statement f<lr ade<1uacy o[ disclosurc,
strictly following the rcquirements set

ti)nh in r(lcvirnt I Is laws rnd rcgulations

for business. legal, and financial disclo-
sure. This process tq)k several weeks, as

is c(nnnlr,n SEC pru(ti(c. Murh rr[ tltc rn-

formation includcd in the rcgistration
statcment ivJs thcn disttibutcd in
prospcclus fomr to all polcntial invest()rs.

I Ustlng on rhe NYSE Mtrr'h of tlrt in-

frrnrration needcd fi)r thc NYSE'S lisling
application $'as derivcd from thc rcgistrir-

tion sralcrn('nt filcti urth thc sEC. \) it

was not difficult for Brilliance China to
complete rhe I.IYSE application pr(ress.
The addirional l1lYSE requiremcnts in-
cluded asset and profitability tests: the
company had to have net tangible assels

of at least $18 million, pre+ax income of
at least $2.5 million in the year immed!
ately preceding the offering, and pre-tax

income of at least $2 million in each of
rhe two years preceding that. ln addilion,
Brilliance had to eftsure that its offerinS
would be for more rhan l.l million
shares with a market value of at least $18

million.
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Componies wishing

to list on Chinese

or foreign exchonges

will hove to overhoul

their monogemenl

ond production

schedules to sotisly

shoreholder scrutiny.

Afufurclrcnd?

The Brilliance Chiru offering provides

familiar sundards-the SEC's disclosure
requirements-for evaluating tlre
prospects and risks of investing in
China's rapidly expanding economy. ln
meeting strict US disclosure rules, Bril-
liance China assisted investors in better

undersunding a largc Chinese cnlcrprisc.
Oiven the warm reception the offering re-

ceived from US investors, the potential
exis6 lbr future equity offerings abroad

by other Chinese enterprises.

ln fact. there has been active interest in

China in recent months in raising funds
through foreign listinSs. l)en.n'ay lnvcst-
ment Ltd., a Hong Kong compan)' whose
principal asset is an intcrest in lhe
Guangzhou Peugeot aut()mobile i()int
vcnture. tonducted r public offering in
Hong Kong in February, using a similar

holding company approach as tlrat
adoptcd by Brilliance China. Thc shares

were oversubscribed 659 times. a record
for Hong Kong. Nine large Chinese ente?-

prises have also been largeted by Bciiing

to conduct offerings directly on the Hong

Kong Stcxk Exchange.

China is cunendy undenaking rcform
oI its sccuritics rcgulatory activities
through establishment of a twotier, na-

tional regulatory kxly. The top tier, the
state Council Sccuriti(s Commission, is

in charge of policy decisions, while the
k)ttom tier, lhe China Securities Regula-

tory Commission (CSRC) is to supervise

daily market operations, a role similar ro
rhat played by thc SEC in the United
Statcs.

To a$ser( furrher control over the
country's bustling securities activities,
China s State Council issucd a notice in
Decembcr outlinin8 new steps and prc-
cedures that will govern both domestic
and foreign securities offerings by Chi-
nese enterprises. The State Council no-
tice was issued in response to the per-

ceived lack of central guidance over
China's securities markets, as evidenced
by last year's riots in Shenzhen. Aside
from clarfiing the authoriry delegated to
the Srate Council Securities Cornmission
and the CSRC. the State Council notice
provides an approval framework for bal-

ancing lisring opportunities among re-
gions and industries.

The State Council notice reflects the
Chinese govemmenfs prudent approach

ro company listings, a practical necessity

since tic institutions charged with formu-
lating and administering securities poli-
cies ar€ quite new. Cautious supervision

of the security industry in China is also

essential as no national reguladons have

yet been promulllated for this sector. A
draft of a national securities law has beeo
circulated within the Chinese govern-
mcnt. but recent news reports indicate
the lcgislation lnay not be finalized until
next year.

Thc clcvclopment of China s securities

activitics $'ill influcnce the speed and
scope of rcform of stale enterprises, as

companies $,ishing to lisl on Chinese or
forcign exchangcs will have to overhaul
their nranagrmcnt and pr<xluctk>n sched-

ulcs to s:ltisly shareholder scrutiny. For-

cign c'quity oflerings will b,txh play a pan

in thcsc rcforms and xllorv invcstors
$orlduide to participrte in China s

trcmendous g()$lh prospects. t
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Inspection Turf Wors

r Ari ben Avrohom

Foreign ond
Chinese componies

olike stond to lose

from on intensifying

feud within
Chino's inspection

bureoucrocy

I Ari ben Awuhom hos over l0 yeors
o{ experince in Chino tmde, both os o
business development monogor for
muhinotionol componies ond os o kod-
ing consulbnt. His troding octivities
hove required exiensive involvement
with inspec.tion ond testing in Chino.

I xsl vclr- r:t thc Chin6c lov(rnmcnl
! *rt n.,,.t,,riuting wrt-h thr US Tr.rclc

I ll(pr(.\cnrxlivc k, climin.rte Chin(se
hl:lrri<rs li, trJdc, r ft)rcign trJding
firn concluclccl l purchasing contract lirr
10 large shipmcnts of frozen shrimp
frorn a Liaoning supplier. The contract
bctwccn the l)uycr and seller named a

slxcihc, inclcpendent comruercial inspec'
li()n nd lesting company t() perform thc
prc-shipmcnl inspection.

ll)e first tqo inspections v',ent well,
u itlr txrth siclcs sarisfied $ ith the qunlitl'
inspcction rcpons. Howcver. !1'hen the
inspect()rs slurs'ed up to examinc thc
third shipment. the factory nlan.rger.
.p(r(,gizing profusell', refused them ac-
(ess l() thc grxrds to be inspectcd. ln
luct. he $rruld oot pcrmit thcm even t()
enter the luctory. According to the nran-

lger. lfter lhc second inspection he uas
visiterl by rcprcscntatives of China s gov-
( rnr ( nl iDrp()rl-cxp()rt inspceti(ln
agcncy. Thcy x)ld him thrt if he allo$'ed
the foreign inspectors back into his
plent. thc agcncy rvould see to it that the
c(nnprny s slriprnent dicl not rcceive ln
cxgrn liccnsc.

Su('h sl()rics llrc incrcasingly colxnon
in (lhina, thlnks to a banle among the
('(,untry i\ \'irfl{)lr.i insP((li()n sgen( i('j
()v(r thc rilht t(, (r,nlr(,1 t)rcign lrd(le !n-

s1-rcclions and to implemcnt and certifi
rlrr.rlitl st.rnclurrls Tlris lcttd i\ inlrihilinB
clcvcloprnenl ol the rnoclern <luality-as-

surlncc infrestructrrre China nceds to

succced in l()day s incrc$inlEly c(rnpcli-
tivc glob l c'nvir()nment- llcijing h:ls
l>een sceking to foster surlr clevelopnrcnt
hy pubJicly espoLrsing :r poli<y of "Qtul
ity First and pft)claiming 1991 the Ye:rr

of Quality, viricty, xnd ll(()n(xrric Ilf'fi-
ciency. Despitc its rhctoric, ho',1'cvcr,

the govemrrrc nt lr.rr flril'id to rnt( n cnc rn

lhe inspecti()n turl u'ar. ancl has
thcreby unclcrcut thc clk)nri of Chincse
cnterpriscs k) implcfllcnl iflrpfi)vc(l quill-
it) s)stents llris govcrntttcntrrI in.tcllrn
r :ry' cnr.l trp jc.lp.rrrlizing lrotlt (.hin.r '
export pcrft)nruncc :rnd thc country s
Jpplicxti()n t() i()in thc Gcncrrl ASrcc-
nrent on Tlriffs und Tradc ((;ATT).

Ihe coorbctonts

Cllina lus nu )cr()rrs inspecti(nr ()rt.l-
nizxti()ns $hich <rllcn hlvc overllp-
ping-lntl s()rnctinrcs vaguc-lrcrts ol'
iruth()rilv. S(nnc lall rrnrlcr thc acgis o[
lhc ccnlrrl g()\'crnmcnl. $'hilc ()ll)crs are

pr()vincirl. nluni(ipxl, ()r inc[rslrirl in nr-
ture. 'flre kcy pllycrs inc lutlc,
I star€ Admlnlstradon of Import arld
Export Cofirmodltles Inspecllon
(SACI) SACI bctamc u sul>nrinistry lcvcl
unil ()f lhc Stilre (i)uncil in thc curly
1980s. l)revi()uslv il dcp:rrtrrtcnl ()l'thc
Minislry of l'(r'eign l,l(( )n(nnic llclxti()ns
xnd 'l rx(lc ( Molrlill l ), SA(;l still rcp{)fls t()

thc stxtc (i)un(il tlrrouillr Molll:lt'I. SA(:l

is rcsponsilllc lirr <lrrliing rtost of'lhc
ll$'s lncl rr'gtrl:rtions rt'g;rrtling sllrltrlor.l

inspccli()n ol'(lhin.r's in)p() s rn(l cxpofls.
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! China Natlonal Import-Export
Commodltles Inspectlon Bureau
(CCIB) (l(llll is thc opcrelionrl arnr ol'
SA(ll. ll is responsiblc firr rxccuting. or
ovcrsr:cing thc e\c('uti()n ol, tltc la$s
lntl rcgulltions pronrtrlglttcl lrt SA(ll.
CCIII gcncrulh drrs not perlirrnr inspcc-
ti()ns li)r thc rerifi(rli()n ol conrrncrcial
conlract specificrrtions: (rlhcr. il (r)ndu(1s

g()\'crnn)enl-n).lndlrtc(l iDsPc(ti()ns r(-
qrrire<l lirr llrc issuc ()f in)p()n ()r c\p()n
liccnscs. Sucll insl)c('ti()ns :rrc simillrr trr

th()sc (.Jrric(l (,ul l)\ lh( [ S Ir(x)(l :ln(l
l)rug,{(lnlinistrrli()n. li )r instln(e, xnd
inclucle chc<ks to raliclatc ccnificdtc\ ()l
r)rigin irn(l cnsurc lhJt Chinll s c()nsufircr
rxli{}' xnd en\-ir()nnrrntxl pr()tc( ti()n st!tl-
chrds arc upheld.
! China Nattonal lopon-Export Com-
Eodlties Insp€ction Crrp. (COC) C(llC
\\.r. t'st.rlrlislttrl Js.r (' 'r)r,ir({('r.rl ('rllrt\ in

19ti1 l)\'SACL Liccnscd k) lirn(ti()n .rs x

r!'guhr connDcrcill inspc( ri()n c(nl)piro\',
CCI(: is ()lficilllv (listin(t ti(nrr lxnh SA(:l

ind CCII|. Ho$'crcr. neurll all ()l (l(ll(ls
t()p milnilgcotcnt ii (lelrgJtc(l lr()m tll(
l:ttlcr l$'r, (,rHrnizirli{, \. rrr.!\l i,f ir\ ln-

spcct()rs irre (:(lll) cnlpl()\crs, xn(l (:OI(l

policv anrl prircti('cs xr('govt'rnerl bv
SACI CClli clircr'tirt's.rntl opinronr \inrl
CCIII reprcscnls 8()\'crnnlcnl intrrcsls, its

links to CCIC cxll iito qlrcsti(fi th( lir[cr
.rgcn(vs al)ilitv lo c()ndu(l intlcpen<lcnt
c(ntlnterCiJl insl)ecli(nls.
I State Bur€au Of Techntcal Supen'l-
ston (SBIS) Sll'ls \i'xs ti)rmed in l98u
l)y c(rnl)ining thc tin rncr (ll)in:r Stxtc ll(r
rcarr ()l'Slan(lltr(ls. tltc Slxtc IJrrr('au ()f

Nl(t()l()g\,, rnd tlre I)cl)artnrcnl ()l QL[rl-
il) lr)\l)( ( li,)I] (,1' Ilr( \l:rl( li rrnl,rrrit
C(nr)missi(r]. SllTli is rcsPonsiblc lirr clc-

tcrn)ining Cl)incsc nlti()Dlll stiln(lxr(ls.
such rs h)gicne strn(lJr(ls li)r spc(ifi('
pr()(lucts. SI|'lS is ulso tltc (iltincsc .qor.
ernmcot s ()l'li(illl rcprcscntilli\c t() lhc
lntcrrt.llir)r)xl \l.rrrtl.rrr.lrz.rtr, rn ( )rll.l r/.1-

rion (lS()) in (;enevJ. Sl)'IS ()lhcr rc-
sp()nsil)ililics in.ludc thc ldnrinistftlti(n1
of China s qu:rlitv ccflill.:rti()n svslrnt irn(l
lhc cslil)lishrD(nr anrl lctrcrlitlli<xt ol'
Sl![c. in(lustriul. prr:r'inr ial. rlurri( iprl.
entl countr tcstiltg llc ilitics.
! Joint-ventur€ lnspectlon oryanlz -

tlons Sin(c lhc l)r()orulglti()n ()l lhc
l9l.it) Lx\\' o[ thc I)coplcs Rel)ul)lic ()l'
(:lrn.r I l'R(.r ol] Ir I\!n urrti l:rPorl t.,rrll.
mrxlitv Inslxclron (lhe lnspe('ti()n l.x\\ ).

llrrcc Si,l()-li)r(jign j()int \,cnturc inspc.-

ti()n/lcstinli c(n pxnics havc trccn ap-

1':r,rvt'tl .rn,.l rcgistcrr.rl in (llrinrr. 1so
Irave SlllS-relatccl units as thcir local
partntrs. 'lhcir rcspcctivc f()rcign pan-
ncrs rrc l,ill)tcst (il unit ()l lnch(ilpc. a

hrgc llritish tradinta firm). rvhiclr has a

lrlrl)rrtrrrl in Shcnzlrt.n: rn(l s(;S.:r
Swiss-brrsctl qualitv ilssrrr:ln(c, inspcc-
li()n. rnd tcsting c(nDprnv Ihrt h.rs ()l-
ll((\ in ll(riinE. shlnEltri. .rntl Tirniin.
'llre prrlncrs ()l lhc third j()int vcnturc

The foreign

ioint-venture
inspection ogencies

hove become

competitors

wirh cclc.

havc nol been i<lcntifictl Puhlicl,v. cycn
rn th( \'cnturc s lrr<lchure. llo$cvcr. thc
vrnl(rrc s Cu.rngzh()tr lLdclrcss is thc santc

as tlut ol tltc l;Llxrrltory' ou'necl ancl op-
crrtc(l l)\' (i(lll) s (;uxflgd(x'rl.l lrranch. It

is still not dc:rr il this nt.rv unit is x tnrc
j,,inl rtltltrrt' ()r \r,rrt(' i\,,r1,rl ((r)l)('nlliv('
irn:lngcntcnt.

Asiclc liorn thcse cntitics. l nunrhcr o[
()lll('r ()rgxnizxti()ns :trc involr,ecj in thc
irr\l)c(lri)rl rrl Hrxrrls in (.ltirt:t. Vrtrrotts

l.l()vcrDlncnt industrixl nlinistrics ()r (()r
p,,rlltir)r]\. \ll(ll .rs tlt,. \l.rle l'll.lnt)ir(errti.
LJI A(lllri,)i\lr li(,n. lrurt' llreir,'$'n irr-
sl)(,(lir)n l:i(ilitic\. \\hil(. Il):rn\ lr)r(,iAr)

c(nrrpxnics rcguhrly serxl stxlT 1() (lhin:l

l,) l)(rlofi)r irrsp(.tir)ns. s{)rr)(' I,)r( iNn

.(nr)pxnics lrlso hirc ll<xrg KongJr:tscrl
insl)ccli()n x8cnairs l() lrxvcl (() Chinx t()
conrltrtl insPections spc(ificd in (rnrr-

nterciill (()nlrilcls.

The rules

'l'hc lincs ol (lcn)ilr.Jti()n l)et\\,ccn
thcs( inspccli()n rgcncics. cspc< iallr'
lh()sc :rl lhc ccntral lercl, s(nDetinrcs Lct
blurrccl. whilc SA(il and (icll] c()ntr()l

llr)\'(,m0l(,nt-rltJn(ht(.(l rrnlx,n-(.\pr)fl in-
spcctions. thcl xrr tning 1() explnd int()
Sl]'ls s (k)lr in of stendercls. hlroreron'

accrcditxtion. and quality assurunce certi-
fitrrtirrn. SIITS hls resprrndrd l)y movrns
inlo tlre rqil o[ rrrmrncrtill insp(:('ti{)ns

lirr firreign ttilding tr.rnsactions. prtnarily
llrr()ugh its ncw ioint-ventures. Nhich in
clTcct havc l)cc()nrc compctilors with
CCIC.

lhe contradictions in the policies lnd
I)rxcticcs of thcsc inspcction authorities
hule lrcen cxrccrhatcd. Bther lllan clari-
Ilcd. hv China s re,i)nn p(ress. L nder the
lernrs oi lltc l9tli Regulations of tllc PRC

on Insp(l1i()n 
',1 

lnrfx,n rnd FxJnrn Conr-

nr()dilies (lhc Inspcction Lxlr ). the irLspcc-

ti()n busincss in China qas a CCIII nu>

nogrlr'. In tlci, Article l9 cxplicitll, stated

th -N() li)rcign inspecti()n comp:rnv nra)'
It csmblished in the People s Rc,puhlic of
China. Since SACI had thc'legal right to
intcrpft{ thi.i lr$. it dct ided rh:rt th( Jni-
il(. nreirnl th;lI n() li)rcign inspecti,)n
agsnc)-. u'us llkrued to $rrrk in China-
(\(n ili\ ll i\tll) ('()ntrJCl(,r to I l,orcign
lruvcr-let al()nc L,stablish an office there.

Whcn the State CoLrncil revieqccl thc
lnspection L E. in 1987-88. it decided
thxt prohibiting foreign inspedi()n com-
p nics f(rn) doing business in China was
c('Lrntcrpr,xlu(live l() Chin:r s f(rreiSn
trldc goals ancl ol)jectives. As a result
(lncl ovcr SACI s obje(ii()ns), the law
wns :trncnclcd in l9ti9 :rnd the prohibi-
ti(n xSrinst f()rcign inspection compa-
nies \!as removed. In fact. the revisccl
Ias, makes no rncnti()n of tbreign inspec-

li()n c(nrpanics at rll. Ilut SACI m.rintains

tlrrt thc t plemsnting rcgulations it is-

sued last Octoher li)r the flew law give it
thc right to approve and accredit tlte
work of :tll rn\pc(ti()n Jgrn( ics in Clrinx.

'lhis intcrpretrlion d<rs not bear up
un<lcr a clrefirl reading of the imple-
rDenting rc'gulations, u,hich iodicatc, that
SACI s :lpproval and accredjtalion are r(j-
quircd oal1' uhc'n forcign inspection
uEr.nr'res seck ruth()rizJIi('n Io perli,rlr
Cllinesc g()vernnrent'nlJndJtcd inspec-
tions ()n l)ehalf of CCII]. cither in China
()r ()\'ersc:ls. SACI xnd CCII]. ho$,ever.
lrc pushing thcir o\\'n. more restrictivc
intcrprctxtion to Chinese li)reign tradc
()rglnizatli()ns in iln JPprrcnt attempt t()
crcxtc J dc lacto restoration of Anicle 19

l(nr) thc old Inslxction Law.
The cnlx of tlre maner lies in thc dis-

lincti()n l)ct',\'ccn g()\,ernment-ntxndxtcd

inspections ilnd conrnrercially entruste(l
inspccti()ns, rvhich are ordered by con-
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tracling panies t() a trade transJclion fi)r
their own pum()scs. Accor(ling k) thc Eu-

ropcan OrSanizxtion of Qu:rlity C(nltrol:
tlrc lnternatk)nal Federltion of Inspec-
tion Agencicsl rnd thc lnternxti()n.rl
Trardc Centre of thc United Nltions ancl

thc CATT. dillercntirting lTct*ccn thcse

trrrr types of insprccti()ns is intcrnati()nally
accepted pruclicc. SACI s llllernpls l() l)lur
the distinction l.)et.*'een them, tlrcrclirrc.
secm to I)e rvithout krunclation.

lntimkloling the compaiim

An aniclc publishcd by CCIC in thc Oc-

t()'^q-r l(})2 is\tw ttf Zfu,,tll4uu Shatqii.t,t
(China Comm(xliD lnspcction), the ()rga-

nizations ofllcial iournal, confirms th:rt

SACI sleks to exclude foreign inspection
agencies tnrn encroaching on CCI(I s turl.
Entitled -How to Adllpt Cofirnodit)'In-
spection W()rk to tlre CAT'I. tllc xni(lc is

srgnr6t :rnt trt'carrsc Zhonql4tut Sh(]nui,Jri \
cditorinl contcnt is vcttrd by SACIi thc

iournal often puhlicizes the officirl lx)li
(ies ()[ SACI CCIB .rnd lrcquently ..rrrrts
policy sl tqnents signed by SACI lcadcrs.

The h^'o CCIC xuthors $,rite lhirt since
''CCIC wanls to enlcr thc intcm;lti()nrl in-
specti()n n)arkct, ()vcrscas insptcti()n ()r-

ganizati()n$ $ill ccnainly want t() cntcr
China. Thcy thdn dis(uss ho$'b preparc

tbr this eventuality. Onc of lhe meth()ds

lisl(J is tr) lnJir(clly prcvenl Iilr'-.ign rn-

spe(li()n ()rgJniz:rtions frorn t.nlt.rrng
China.' In rc-ality, CCll| rntl CCIC havc

been pursuing llris ohjectivc ft)r some
lime already, but not always indirectly.

Interviews I have conclucterl over thc
pdsl lw(r years wilh tkrzcns of pc,rplc in
inspcction agcncics, export factorics, and
foreign lrading corporations indicltc that
CCIII and CCIC sub-units are using a

number of strateSies to convincc l)uycrs
and sellers not to use indepenclent for-
eign inspc( ti()n hdre,'. Such tactics in-
cludc: threatcning k) withhold expon li-
cense approvals fr()m Chincse units that
allo*' foreign inspc-ction cornpanics to
inspect thcir expon prrxlucts; circulating
intcmal directivcs that falsely claim that

foreign inspcction agencies arc engaged
in illegal activities in China ancl should
not he engaged to carry out any inspcc-
tions: thrcitening the stafl of hrreign in-

spection fimN $'ith arrcsl: c()lluding with

fx)rt officials to rcfuse port-sidc Jccess k)
inspccti()n persrrnnel ',\'ho ir( c:rrnrng
all thij requisite d()cumcntati()n: and al-

tcmpting t() pcrsuadc governmcnt lu-
th()ritics thdt the approvccl husiness
scopes of thc two SIITS-forcign ioint \,cn-
turcs lrc illcgal Llnder SACI s Inspection
L1\! l,nplcmcntinlE Rcgulations.

In ()nc in:itancc ab()L( t\n) years ag(),

un Australian huycr of a hrgc shipnrcnl
o[ zinc conr'c,ntralc, showed up lt thc
southcrn (;u:lngd()ng 6rn of Zhanjiang.
l<r'rrnrplnrr,rl by ln rns1.rt,(l(,r lr(nn Jn ln-

dcpcndcnl Austrdlixn rgcncy. The Chi

CCIB ond CCIC

subunits ore using

o wide voriely

of toctics to

convince buyers

ond sellers not to

use independent

foreign inspection

bodies.

ltcsc scllcr hlcl agrec'd in lhe conlracl t<r

use thc inspct'tor as thc- buyer's tcchnical
rcprcsentative to vcrify the wcight and
qurlity o[ lhc shipnrcnt. Horvcvc-r, u'hcn
the inspector and buyer arrived at the
poft cntrance, CCIII olncials relusccl l<r

lct thc inspcctor enter.

Last year. another conrpany scnt a

tcchnician from the Philippines t<> Shang-

llxi to inspcct a shipmcnt of grx:ds des-

tined for Manila. tlpon arrival in Shang-

Iui, the Filipino inspeckrr was confinecl

to his hotcl r<xrm by employecs of CCIC

unlil the foreign inspe(ti()n c()mprny scnt

J nlAnager t() ncgotiate irn greefitcnt
whcrcl)y CCIC s Shanghai lrranch would
rcceive a cut of lhe inspcction lce. To the
l)cst of my kno*lcdgc, no foreign (om-
prny hls nradc any officill c<xrplaint to
thr (:hin(.se govcmment about thcse' c(>

ercive pr:rctices. largely out of fcar of
reprisals hy CClt] and CCIC.

SACI strikes ftrst

Whcn the revised lnspc(tion Law
\.\,'cnt int() cffect in l9tl9. SACI camc out

with a new official List of Impon and Ex-
port Commodities Subject to Legal In-
spc(ion (the List), which itenrized prod-
ucts iiubject lo mandatory CCIB
inspections [or purposcs of protccting
the "public interest." The original list in-
cludcd 148 import products and 333 ex-
pon products; it nos'includes over J00
inrfx)n items and over 500 expon items.

AccordinS to a l99l SACI br<xhure, "lm-
port commodities included in the List
that have not undergone inspedbn shall
n()t he permitted for sale or use, and ex-
pon comnxxlities on the List that have
not passed CCIB inspection (or havc
been judged suhstandard by CCIB). shall
n()t he pcmlittcd for expon. The Lisl in-
cludes itcms rthich make up the bulk of
China s foreign trade, with products
runging fr<>m steel to foodsruffs.

\yhilc SACI technically is allowed to
establish such rules. it clearly is trying to
cxrend i(s domain by addirg products
not nonnally associatcd with govern-
ment-mandated inspections. such as toys.

The organization has also tried to bolstet
its position by carving itself a niche in the
adoption and implemeotarion of ISO
9o(Xlserie.s standards in China. This set of
standards assesses management system
quality. and has hecome increasingly
popular ,r'orldwide in large- and
medium-sized enterprises (see Tbe CBR,

January-February 1993, p.34).lSO 9000 is
the quality managenent system of the fu-
ture, and successful implementation of
ISO standarcls should reduce the need for
ordinary product inspections. More and
more buycrs are thus seeking out facto-
ries that have obtained ISO 9000 certifica-
tion from ao internationally recognized
cenification agency.

ISO 9000: fie bottlegromd

RecoSnizing the value and neces.sity of
implcmenting ISO 9000 measures in
China, SBTS, which is tasked wirh pr<>

moting qualiry in China s manufacturing
iodustrics, announced last spring that it
would replace its tradirional award sys-

tem with ISO 9000 cenification. SBTS

rhen spcnt rhe rest of the year modirying
its standards so that they would corre-
slxrnd to the ISO 9000 series. The new
ISO 9000-equivalent standards became
effectiveJanuary l.

SACI. hosever, ignoring SBTS s de iure
autiority over quality certification, had al-
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ready staked its claim to the ISO 9000
turf in late 1991. At that time. SACI and

MOFERT iointly issued the Directive on
Promoting the ISO 9000-Series Shodard
in Expon Commodity Manufacturing En-

terprises, which required expon enter-
prises to apply ro CCIB if they wanted to
obtain such certificalion. This directive
was nor approvc.d by the srate Q)uncil,
primarily hecause of obicctions from
SBTS and other review kx.lies. Nevenhc-
less, SACI nevcr withdrcw this diredive
from circrrlation and still maintains that it
is responsible for ISO 9000 c,enification of
all export manufacturing units. SACI's

staff, however, are not technically quali-
fied ro grant these certifications. Thus,
even if an enterprisc reccivcd a CCIB-is-

sued tSO 9000 cenification, the doc!mcnt
would not be reco$nized abroad.

SBTS. meanwhi[', has heen carrying
out ISO 9000 quiliry sy"tem" awarenesr
prograns at produdion unils all over
China, and has sent staff abroad to re-
ceivc thc truining neccssary to ohtrin in-
ternationally recognized credenrials for
conducting ISO 9000 audits. SBTS has

also authorized its j<)int vcnturr. with SGS
(*'hich has the proper intemational crc-
dentials) lo carry out ISO 9000-rclated
quality assurance c<lruulting and ccnih-
carion throughout China.

Ilre counterutto*

In lale 1992. sACl crrnc up with a

nclv t\^ist t() link its autlroritv ovcr pn>
mulgation ()f tlrc List \\'ith its efli)ns t()
comer thc ISO 9000 ccnificali()n pftrtis
in China. Thc orgrnization added toys to
lhe Lisl, and thcn passc(l thc Adrrrinistr.r-

tive N4exsurcs lirr QLrllity LiccnsinlE (r'
Exporl l'oys (the Mcasurcs). l'his ncw
regulltion rlecrccd that all export toys
(the inspccti()n o[ wl'rich (onstitutes,
probubly not coinci(lentxlly. thc prinrrry
trusiness activity ol the l-il)test j()inl vcn-
ture) nrust rrncl:r1Eo lnanclatory inspcc-
ti(nr by CCIII t() rcccive r "q(ulity ccnili-
cati()n" li)r nlcctirlg il (tougll) (lhinese

toy s.rlcty strnrlurtl. Witlx)ul this ((,nill(:r-
tion. J nlJnufJalurc|ivill not lrc grantc<l

an exp(rn license.

Acc()r(ling t() lhc Rcgulali()ns ()n l'r()(l-
ucl Qurliry (;crtificilti()n prorrrrrlg;rlcd by
thc Slatc C()uncil in l\lry 1991. lx)\\,c|cr.
-acluitl opsrirti()ns ol ccnill(xli()n $()rh
Jrc llx rei'fx,nj,il)rlrl, r)[ th( \l.rn(lJr(lirx-
tion aulh()ritics-in othcr w()rds. SllTS.

Morcover, Afiicle 25 explicitly states that
"Cornmodity inspeclion Mies may carry
out quality certification work on import
and expon commodities according to
agrecments signed between the narional
commodiry inspection department [i.e.,
SACI/CCIBI and the relevanr foreign M-
ies or on comn ssion of the relevant for-
eign Mies." This means that CCIB may
perform quality certifications on exfx)n
prxluas to US safety standards, for ex-

Chinese ogencies

hove violoted GATI

orticles thot prohibit

the use of technicol

regulotions or

stondords to creote

obstocles to

internotionol trode.

ample. only if it has an agreement with a

US counterpan to do so on the laner's
Irhalf. Thc Rcgulations do not permit
CCIB to iorpose Chinese standards on
toys that already must meet rhe inrgrn-
ing country's requirenents.

Toking or ilrc GATI

[]ur that is exactly what SACI and
CCIII have donc. lf China were a mem-
hcr of tl're GAT-r, these actions would
funher constitule violation of Articles 2.1

anrl 7.0 of the GATT Srandards Codc,
which deals with non-tariff berriers t<r

tndc. 'Ihese aniclcs prohibit any GATT
mernl, r liorn utilizing 'tcchnical regula-

ti()ns ()r strndards" k) create 'unneccs-

sary ol)$acles t() international trade.'
In rddition. according to the GATT'S

(lcncr:rl Agrc(ment r)n Trud( in Scrviccs.
"llach mcnrhcr shall accord immediately
and uncondilionally to scrvices and scr-

vicc suppliers of any ()tlrer memlx'r arcat-

mcnl no lcss favorable than that il ac-

crrrdr to likc services und service
supplicrs of any other country.' CCIC

has ser up joint ventures and,/or wholly
owned service agencies in the United
States, Gennany, Belgium, Japan, Singa-
pore, Thailand, the Philippines, Brazil,
Australia, New Zealand, and Hong Kong.
As far as I have been able to ascertain.

CCIC did not have to obtain special ap
provals-nor was it subicct to any re-
strictions-lo establish thcse various
businesses. Hotlever. SACI, CCIC'S par-
ent ()rganization, continues to adrise
lxrth Chinese and foreign enterprises that

foreign inspection entities are neither
permined to lxrform services nor estat>
lish joint venrurcs in China without the
approval of SACYCCIII.

This posture clearly c'onradicts official
govemment frclicJ, which advocates that
Chha should take all steps necessary to
gain admittance to thc GATT. In this par-
ticular casc, since the appropriate cen-
Iral-level authorities (including both
MOFERT and the State Administration lbr
lndustry and Commercc) have alreacly
approved several Sin(Fforeign inspeclbn

ioint-vcnturc companics. CCIB/CCIC's
position seems to lx' an lltlempl to tum
back the clrxk.

Who wins?

GoverDment and commercial inspec-
tion Mies exist side-by-side quite com-
fortably in most countries around the
world---<ach plrys an imf)nanr rol(' in a

nation's ccon()my. In a c()unlry such as

China, which is strivinL t() m<xiemize, a

stnrng qualiry aasurance and control infr.r-
strudure is cmcial. Thus. if the Chinesc
govemment du:s not intervene to end the
current turf war lnd ensurc that thc in-
spection s.ctor receivcs thc bcnefits of
foreign knowlcdge and cxpcnisc, it is the
Chincsc ccoft)my that will suffer most. f
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Hot Wheels

Chino Bicycle

is o compony
on the move

r Pomelo Boldinger is editor-in-chief
of Ifie CBR. She toured the focilities of
the Shenzhen Chinq Bicycle Co. lost
November.

I n ln indu'trial rrcu in llre north(rnI
I ()utskins r:l Shcnzhen sits the unim-

I posing headquancrs o[ onc of Chinu s

I ruost 
"u, 

ccsstul enrerpris(s. Park(d in

lr<rnt of the slate-colored building is thc
ncver-encling row of bicycles found out-
sidc ( very fectory end ofhce huilding in
China. Ulack. blue. and generully shrxldy.
nrost of the bikes are indistinguishable
from one an<>ther. But every so often a

burst of color catches the eye-fire-en-
gine red, neon green, cobalt hlue. Some

vehicles are even pattemedr n,hitc wth
black spors. or hlack with multi-colored
firesork sprays. A closer look rcvcals
that many of the flashy bikes wcre prrr
duced insidc the factory a feu yards
awav. And thev re czlled Diamond Backs.

The Diamond Back is a top-selling line
o[ Shenzhen China Bicycle Co. (HoldinSs)

Ltd.. the world's second-largest bicycle
nranufacturcr. A ioint venture firrmed in
l9ll4 by the Shenzhen Municipal Light ln-
dustry Co. and llong Kong Link Biq,cles
Ltd., China tlicycle (CBC) prrxluces its
own I)irmonLl Ilack, Emmelk, an<l Chimo
lines. as well as world-known brands
such as Scort, MBK, Schwinn, and Apolkr
for othcr companies. Us-bas(d schwinn
Ilrt ycl( Co. Ltd. h(camc th(' v('nturc s

third panncr in 1987, obtaining a one-
third share in the company.

Since- then, China Bicycle has steadily
increased both outpul and profits. ln
19E2. the compiny manufrctured L8 mil
lion bicycles. earning a profit of nearly

CBC's Diomond Bock is quiie populor in
foreign mo*etr,

Yl lti milli()n ($20.7 milli()n at the official
exchange r.lte)-up about 5,{ percent
from 19)1. krst vear CIIC becamc onc of
the fint Sinr>forcign ioinl vcnlurcs to list
sharcs ()n China s ncw sccurities markets.

raising atxrut Y220 rlrillion ($3U.6 millkrn)
on the Shenzhc'n cxchangc to help fund
the company's expansion. The stock
divcd last aulumn. howcver. aftcr
Schwinn filcd for bankruptcy in the
United States. Dcspile this setback, CBC

officials are confident that China Ilicycle
will survive schwinu's demise without
nujor damage. 'l'hc,y n<xe that first<luaner
l+)3 orde.s wcrc 50 perccnl higher com-
parccl to the samc pcriod last ycar. and
thal thc company s new lacbry will cn-
xhlc CUC () improve economies of scale

and div..rsify inx) highcr-priccd p()duds.

Ihe world's hrgest

CIJC s Shcnzhcn fucility can produce
alx)ul 1.5 millbn lrikcs a vcar. m<xtly tirr
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the medium-price range of the intema-
tional market. Cunently, mountain hikes
compdse atDut 7 percent of the enter-
prise's output; racing, excunion, and chi!
dren's bicycles account for the rest. Virtu-
ally all of these bikes were exfrrrted until
recently, usually undcr thc brand names

of other companies.

Recognizing that the factory would
soon be operating at capacily and that
lhe domcsli( markct was hccoming vi-
able for China Bicycle's products, com-
pany ofhcials dccided in l9c)0 to expand.
The company's sec<)ncl facilify, located in
Longhua (ahout J0 krn from Shenzhen),

celehrated its grand c)pening in February.

This factory will be ablc to manufacture
2 million bikcs a year at full capacity.
Once Longhua bcconres fully opera-
tional, CBC will pass ir.s maior c'ompeti-

tor, Taiwan's Giant Manufacluring Corp.,
to becomc the largcst hicycle p(xJucer
in thc world.

China Bicycle sources inputs for its
hikcs lxrth ltx'ally and abroad. Thc more
sophisticated equipmcnt. such as braking
and gear systems, comes from Japan.
while other ioputs comc from Taiwan
and local supplien. M(,st CBC bikc,s havc
steel frames and retail at around $400 in
the United States. The company pr<xluc.es

a small number of high-end aluminum
bicycles as well.

Despite its large output, CBC deals
with a small number of foreign buyers;
some 10 customers purchase around
rwethirds of the company's expons. Eu-

rope and North America are CBC's
largest markets, accounting for 40 per-

CBC's fostest

growing morket

lies iust outside

its front door.

cent and 30 perccnt of 1992 sllcs. rc-
spectivcly (see chxn). The conrpany s

firstest gro* ing mrrkct. lx)$'cvcr. lics iusl
oulside its front do()r.

A tillion-plus q/ists

A nation (rf voracious bikers. China
w'ould seem a natural markct for any bi-
cycle manufacturer. tjntil r$cntly, h()w-
e'vcr, it has treen a low-cnd mxrket, $'itlr
the average bike sclling for a fcw hun-

<hed yuan. But thanks to double-digit
cconomic growth and rapidly increasing
standards of living, China's urban
dwc,llers are looking to upgrade their
main mode of transponation-and the
mountain bike increasingly is the vehiclc
of choice. According to Colin Chan. fi-
nancial controller of CIIC, the company's
domestic sales increased from around J
percent of total output in 1990 to nearly
20 percent last year. "our domestic sales

far exceeded our expectations in 1992,'

says Chan. "ln Shanghai, we sold a year's

supply of bikes in two weeks." CBC

sraned sening up its own sales outlels in
China in 1991. and now has 1l spread
throughout the country's maior cities.
The company plans to double this num-
ber by the end of the year, and hopes to
increase domestic sales to 45 percent ()f

all production by 1994.

CBC s domestic and expon Diamond
Ilack modcls are essentially the sanre,

rhough the domestic-market Emmelle line
li'atures a higher percentage of locally
sourced pans and is therefore someq'hat
lcss exprcnsive. CBC eams a 25 percent
margin on domestic sales. compared to a
margin of 2&J0 fiercent for exfnrtsi nci-
ther margin is expected to change much
in the near future. Even though CBC

Chino Bicycle" rllqrkett

1992 1994'

Chino ! Europe ffi ruorrh Americo I Jopor, & Austrolio
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bikes, with an average cost of Yl,000
($175) in China, are generally more ex-
pensive than rhose of other local manu-
facturers, eager c(rnsumers are buying
them like horcakes. CBC has cven sold a

few Y3,000 ($525) aluminum-frame mod-
els in Shanghai.

The money eamed from domestic sales

is used to buy locally sourced pans and
pay salaries for CBC'S 3,000 workers. Ex-
pons are priced in dollars, and cover the
company's foreign inpuls. Sales revenue
did not cover expenses for consrucdon
of the new Longhua faciliry, however; in-
stead, financing was obtained through
loans and the share issue.

B-slrorc rclbrtoosrer

CBC originally intended to pay for the
$l0O millkrn expansion primarily by float-
ing shares on the Shenzhen exchange.
Vhen the listing was dclayed, however,
the company borrowed money from local
baoks and the International Finance
Corp. (s@ p. 27). China Bicycle then used

the funds earned from its March 1992

share issue (tio.5 million Chinese "A"
shares and 120.9 million foreign B"
shares) to retire some of this debt. About

30 perccnt of the company was sold to
thc public; the three partners each re-
taincd 23.7 percenl.

The f'ate of Schwinn s shares. how-
ever, is still somewhat uncertain. After
thc conpany filcd f<rr bankruptcy last
October, CBC'S li shares plunged 26

perccnt. though thc sharc pricc has
since rcrrrvcrccl. lly thc tirne Schwinn
sought Chirpter I I relicf frorn its credi-
t()rs, lhc debl-ri(l(len conrpany. which
purctrasccl lJ pe(cnr of (lBC's knal out-
put in 199.1, orvcd (lllC alxrut Sltl mil-
li()n in l)xck pilvrlcnts. llon8 Kong Link,
rlcsiring trr (,lnJin tll( \'.lhnl)l(' s( h\\'inn
nrnre xn(l (listril)ut()r nct\\'()rk, pr()p()scd
to nre rgc Sclrs inn u ith its Vrstern
Stxlcs lmp()rt C()..I>rrt its bid t'as not ac-

ccpted. Instcacl. Sah\r'inns assets have
bccn lxkcn ()\'cr l)\'S(()lt Sfx)ns Group.
a 1>rorltrct r rrl l>iryclcs Jrr(l \ki (1luip-
nrent, ancl Zcll (lhilntark, a Chicago-
lrasccl inveslnrcnl flrnr. Thc US consor-
tiuo'r inlcnds to rclurn Schwinn's CBC
sharcs t() thc othcr partncrs in cxchange
for rlclrt rclicf.llong Kong Link will
probubly purchusc somc of Ihc sharc's,

$'hilc (lUC intencls lo sell tlre rest to
dclr ils lrccount rcceiv:rbles. Currcntly, it

is unclear when the legal transfer of the
shares will be completed.

Analysts at some Hon8 Kong invest-
ment houses believe the sale of
Schwinn's shares could provide CBC a

cash windfall that would help offset its

outstanding debLs and inancc other com-
mitments. This optimism is buttres.sed by

Schwinn's new

owners intend

to return the US

comPony's shores in

CBC to the oiher

portners in exchonge

for debt reltef.

new factory. Among these will be a few
thousand graphite bikes.

Graphite bicycles, which are very light
and aerodynamic, fall at the elite end of
the market and can cost more than
$2,000 apiece in the United Stares. CBC
plans to perfecr mass produoion of the
frames, thereby bringing down costs and
carving itself a new market niche. The
company also plans to start manufactur-
ing other graphite products, such as mo
torcycle bodies, aerospace products, and
sports equipment. Motorcycle produdion
will come flrst, as CBC has already signed
a conrad to supply 20,000 small-engine
(100cc) motorcycles this year.

Aside from branching into these new
product lines. CBC is diversifying is busi-
ness activities into retail and property
manaSement. The company recently fi-
nalized an agreement with the Chengdu
municipal govemment and the city's Peq
ple's Depanmenr $ore to revamp the re-
tailer's facilities. Bumed down during the
violence of June 1989, the store was re-

opened in 7992, and, the second-phasc
expansion will begin later this year. Upon
completion, the 3&story building will lx
China s founhJargest depanment store.

On the real estate front. CBC has taken
a 45 Frcent share in a ioint venrure that
will construct a three-star hotel complex
in Beijing. Total investment is cstimated
to be around Yl50 million ($26.3 million),
but designs are still in the preliminary
stage. Funher along are CBC's plans to
develop two locations in its home
province of Guangdong. The first site,
near the Huanggang cr()ssing to Hong
Kong, involves co[sruc on of a J0-slory,
5,1100 sq m commercial tower. According
to Chan, the plan is for the building to lx'
thc area's landmark $hen ir is complcred
in 1994. and for CtsC ro hold ont(, thc
propcrty. The other site, io Shenzhen city
ilscll will also h()sl a commcrcial l)uild-
ing, though CBC may sell this propcnv to
an(rthcr develofx]r.

thcse non-hicycle related invcstments
uill rcquire mrrrc thrrn Ylllll rDillt()n
($17.5 million) in cash outlays this ycar.

putting considerable pressurr ()n CllC's
linances. Successful placcrncnt of the
Stltuinn slrarcs, tht.relirrt,, is critir'rl,ls is

cfficient utilization o[ the ncw factory. lf
Cllc can accompli!h thcse t.lsks. it
should haye a pretty srDooth ridc in thc
firture. i,
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the fact that the new management of
Schwinn has placed a three-year order
with CBC for 150,000-200,000 units pcr
year. It thus appears that CUC not ()nly

might pro6t from Schwinn s shares. but
will be able to maintain Us sales at lcast

at previous levcls.

Moving up.<nd ourtf fie mo*et

CBC'S sales lo the l:uropean Commu-
nity (EC), however, might dcclinc this
year. In March, the F:C agrecd () impose
provisional anti-dumping duries against

Chincsc bicycle manufaclurcrs, u hose

sharc of the L:C m.lrket x)rc th:ln dou-
hlctl liom l 9ri9r) l. ll thc F:(: ( i,nrnrissr('n,
u'hich rvill issuc tltc linal rtrling. linds
tlunrping tlitl <rcur, duties could ln'srt
ls high ls 55 lx'r.(jlll (lhinr llic,vclc has

appcaletl to the [i(: (i)nrmissi()n l() cr-
cmpt Cl)(l front any penaltics, on the
grounrls thlt il olxnullclrrrcs higlr-cnd
producls lnci s()lrrccs nllln)' parts :rncl

c(rnp()ncnls lrorn orrtside (:hinr:rl inlrr-
nali()nal priccs. l'l)c (l()rrrnrissi(rr hrs not
yet rendered ;t clccision.

Barring a negatir,c fin(ling li(rn lllc llc. .
CllC tbrcc.rsts totul sulcs will ncrrrly ckru-

blc this ycar. ancl nct pnrlits rvill lcalr
abor( 67 pcrccnt.'fhc crrrnplrny Pllns lo
p()ducc 2.J rnillion hikcs in 199J. xl)out
one-third o[ qhich u ill lT rruclc in the
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CHINA DATA
US-Chino Trode, 1986-92 ($ billions)
$ billions
30

US cxpois
(fos)

US imporrs
(<v)

US
bolsnce

25 O US imporrs r 986

1987

1988

r 989

r 990

r99l

19912

3.1

3.5

5.O

5.8

4.8

6,2

7.5

4.8

6.3

8.5

r 2.o

r 5.2

t 9.o

25.7

-1.7

.2.4

-3.5

-6.2

- ro,4

-r2,8

-r8.3

20 E US exporrs

t5 I Bolqnce

IO

5

0

5

-r0

-t5 NOfEr Cv, or customs volues, ore opproximotely the some
os hb or hs volues, i.e.. no shipping or insuronce costs ore
included.

SOURCE3 Deporrment of Commerce

-20
t986 t9A7 1988 1989 1990 r99r t992

Selected US lmporls from Chino ($ millions)

Apporel
Toys, gomes, sporting goods
Footweor
Elechonics
leother goods
Power generoling mochinery
Plostics
Petroleum
Down ond feothers
Fish
lron ond steel
Chemicols

Plo:ricr
3,17"

g.ncroting
mochincry 4.1"/"

1992 7" Chonge
4,47 5.0 52
3,688.0 75
3,402.6 64
3,431.8 71
r,558.6 62
I ,056.1 100
785.1 95
a58.3 -5
a13.7 73
410.8 r 08
29 4.9 43
298 9 71

foy.,
9Oma5,
ond
rpoding
goodr
14.44"

Foolweoi
| 3.2./o

r 99l
3,434.8
2,612.8
2,532.1
2,583.0
| ,177.1

662.3
500.3
567.4
3@.7
279.3
254.1
234.6

Breakdown ol l*)2 US lmports from Chino

Apporcl 17.4a"

Othcr
28.470

Lcothcr
goodr 6.0% Eleckoni.s I 3.4"/o

SOURCE: Deporlmenl ol Commerce

Selected US Exports to Chino ($ millions)

Aeronoutic equipmenl
Power generoting mochinery
Fertilizer
Electric mochinerv
Medicol ond surjicol

inshumenh
Groin
Chemicols
Cotton vorn ond fobrics
Plostics'
Pulp ond poper

lron ond steel

1992 % Chonge
2,055.8 r 36
1,176.1 39
629.1 -21
464.1 125
435. r 79

t99t
r,082.6
1,058.2

981 .7
277.4
Jt/.6

363.4
305.8
326.6
297.1
2r 8.0
168.2
106.0

-4
-5

-28
-13
.12

5
58

Breokdown ol 1992 US Exports ro Chino

Other
29.6"/" Ao.onouti<

cquipmcnt
27.4"/"

Grqin 3.670

Medicol
ond surgicol

instrumcnts 5.87o mo<hincry 6.2"/"
Electri<

gonoroting
mochincry
t 5,7vo

tcdilirc.8.47o

SOURCE: Deporlment ol Commerce
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273.0
24A.9
200.2
222.6
171.9
I35.6
119.4

Chamicols
3.3/o



Chino's Trode with rhe World ($ billions)

Exports lmportj
(fob) (Gif) Totol Bqlqnce

42.9

43.2

55.2

59.1

53.4

63.8

80.6

73.8

82.6

1o2.7

III.6

II5.5

t 35.7

I65.6

-r2.o

-3.8

-7.7

-6.6

8.7

8.1

4.4
SOURCE: Slole Stgtrstrco/ Bureou

Chino's Output of Molor Products

lndustriol
Products t989 1990 I99I 19.12

Bicyrl€,s 11,000 unibl

Comdi (lr!tT)

Chemicol Eailizer

tr,wlT)
Clnmicol {ihr (Lu4T)

Clofi (l million nrter:)
lvtochinemo& poper

ond poperboo.d liuvlT)
Plots glosr lmillion

rbndord hn,
Porer generotion

equipmeol (1,000 kw)

$E€l (Mr!tr)

Tsl€vision 5€t!

11,000 uniB)

3r,108.5
n2.9

36,266.2

213.6

t0,3a7.9

300.0

18.6

11.7

I7,6t 5.0

l9.t
t 6.2

12,355.0

r 9.9

18.7

t6,6!5.0

21.2

20.9

17,229.O

ll.!

83.3

I I ,697 0

61 2

27,121.O

I l.a

w.2

r r 130.0
66.0

26,62t.3

126 14.5

45.7 963

r r,250. r

70.6

1A,179.0

80.0

26,221 .O 27,5so.1

Agrkultu.olProducti 1989 1990 t99t 1992

Goin ll'tMr)
Srgor cono (lrlMTl

Oil.borirB cropr

{t V"lT)

truit (l4MT)

Cured rcbocco

407.5

48.8

4\6.2
57.6

a35 2

66.3

u2.5
86.0'

t3.0
18.3

2.A

l6.I
18.7

2.3

16.4

21.6

2.9

l6
NA
NA

I

Energy Ovtput t989 t990 t99t t992

Totolenergy

I millio onr ot stndoad
cod oqriwha (S€C)

1,016/ t,o?o.2 1,028.,1 t.058.6

lv'\rvtT - million rnetric bns
' indudes beetroots
" excludes s,olor, g@&ermol, nucleor, ond bio.eoergy produdion
lOutCES: Stote Stotrstrcol Burau . IJS D*nmall. ol Aoriathura-
R&ds, ChiE Slotistcd tnlanotian ond Casuhoncy 

-*r^ria 
Center

US lnvestment in Chino, I988-92
($ millionsl

Amount
Controcd

r 988

t 989

r 990

l99l

19.r2

370.O

&o.o

357.8

548.1

6.0

r o.2

5.4

4.6

2.4r ,620.0.

'estimote bosed on first-hol{ {.gures
SOT RCES MOTERI IJS Chno Bvstness Counc'l

Foreign lnvestment in Chino, 1986-92
Number of contrqcli (lhourondr)
60

Amou.l .onhoded ($ billions)
60 Number of

contro(ls

Amounl
controGled
($ billions)INumber IAmount

50 50 r 988

r 989

r 990

r 99t

1992

s,936

5,779

7,273

12,978

48,746

6.2

6.3

6.6

I I.9

57.5

40

30 30

20 20

IOro

o
r 988 r 989 t 990 I 991 1992

o
SOURCE: MOFERI
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r 986

1987

r 988

1989

r 990

I99I

r992

30.9

39.4

47.5

52.5

62.1

71,9

85.O

36,t02.1

n3.9

7" of Totol Annuol
For€ign lnYestment

40

II



CHINA BUSINESS

Windy Zou

TliL'a:BRb.\ xnrling tlrc iniirrntirti(nt l(, th( ;rttcnti()n ()l (ll( c(lit()r

SALES AND INVESTMENT THROUGH Morch 15. 1993
Foreign porty/Chinese pori/ Arrongemenl volue, ond dote reporcd

Agriculturol Commodifies ond Technology Bonking & Finonce

OTHER

Feed Rite Ld. {Consdq)/5hqnghoi Poulf ond Egg Corp.
\\rll rlc.r{n .rnrl t on't nk l .r li(al pl.rnt \l(r rrrllr(,n I t)i.

IDA (YVorld Bqnk Groupl
\\ill pn)\r(l( .r Ji rr'.u lr.rI l()r.r l)I1)t(\l l() irrrlr \c (r,l).rkl
li\(.tr)(k scl1 ((s in ( lrin.l \l l; nrllx,n. I {)l

Accounling ond lnsuronce

CHINA'S INVESTMENTS ABROAD
Pirrg An lnruronce Co. {Shenzhen)

lntrrrPoruted l'rng ln ln.rrrxn((] (t \,\r(.i) in \\il,)rntl(nr. I)li
l() I)r()\i([ ((^crrgc tor tr.rr[ .utrl ;ornt \cr)tUr('\ l)(1\\r(n l\
(i'rrtP.rrri(s lrt(l (.lrrnu I r)i

OTHER

Deloitte Touche Tornotsu lniemolionol (USl

\\ ill hclp (:lrio.r tlcr ci D ;( i orrntinu st:rnrlunls ;rrrcl llrr:rnt r.rl |r.

P()nrn8 ir)nrlrr\. ls \cll .r.:et ul) irn rn:lru(1ion ProSrilrr) l()r
r(11il'l(iltio,r ()j r((r)urltirnls tlrrrLrgh rr \\r,rtl lirnk I).rn \.1 ()

lrlilli( n1 I 9J

ahbF on@t Jcd fibushd !e, 80( Bort ol (h.@ Caa( C,.la-ohd dmmBhord ol
(h,r (At( Ch,@ Not@ol 

^Jb@lE 
lmpod.Eipon Co,p. C^nC Chirc rJohdol Ao,o

rElmbsy lhpdr Expon Cdp, CCry Chino Cdtdldei,si CEIEC Ch'rc Ek toi( I'pod
Expod Cdp. CEiOIIIOODS Chm Noi@l C(61!. oil ond Foodtuft lmpd Expo.t Cdp:
CHNAUC,{I Cl,rc F€htrl ugh, hdurt'ol P,oduct! lnpod.Erpod Corp CHINApA(I( (h'!
Notronor Poclog,ng mpod E\Fod Corp. CHINAIE) Cr,no Nohonol '.,hlB lhpo,r E.pod
(dp (HlNAruHsU Gd Mi@ltrohE P,odrc o"d Byp,od,<h l-pod I'pod(dp Cfll(
Chiro lnr,emohool Irun ond lnqr'@r Colp , CFS Ch,@ lnre.nod@l Lov6l S6fric6. Crvlc
Ct,rc Mfi@l Mah,no./ 'Fpor Erpod Cdp. CNCCC Ch,4 Not@l Chdr(ol Cottudo
(o . alooc cF,no ^Joroml olqlw6 0. cdp. crt ( ch,no N6r@l l6fi .,.ol,Fpod EI'od
Cdp; EIDZ E(olMt I6I@loeicol DoaloffMt Z@ |CBC lnJuihiol ond Cm@<iol 8on[
o, Chino, INSIRIMPEX Chino Noriool ln3tulHh lmpon Expon ColP , MU ffi.R'r, oI tigh'
lndurr/j MMEI Mi.ir.y ol MGh'@ry ond Elxnsic! l6du'lry, MOE: r'!ndrr. of EGgr, reloll
Minifty o, Tenil. lndusnr, Mn MinirtD/ ol Po,t ond l.k@frnu^icohdi, NA Nor a6ihbl€,
NDS'nC No,iml Dofe.*. s(i*e. I<finolosr. ond l.duitry Cmhilidr f]ORINCO Chno
Mdfi lhdusnie, Cop; SEZ Spcdol E.orcmt Zore, SNOCHEM Ch,no Norionol Ch.m'col!
lmporl.Erpon Co.p. STNOPEC Chino Nor,@ol Pexeh.mkolCoG. STNOTRANS Chino
nk iml rmisn lrode l.onspodotis colP ; sllco shonshoi ln€ster ond lru, cqp. sPc
Siob Plonnrc CffiB'ion

INVESTMENTS IN CHINA
Nonyong Commerciol Bonk, Ltd. (HK)/Zheiiong ond Ningbo
bronches of BOC, Zhejiong lncmotionol Trust & lnveslment Co.

\\ ill 1,)|lll tlr( llr\('.I ( ,,rDr](r( r.Ll ll.rrI Lt(1 t{)lnt \(ftur( l(,

Pr{Irr()r('(1(,rl,,rll11 t'rr lr.rrrrt( urtlr li)r('rln (,'urrtll(\ \1rr rlrl

Boston Conrulting Group {US}/Bonk of Communi<olions,
Shonghoi Jioorng Univeruity

I or rrrrr I .r 1orrtt \ ( rrtur(' I( ' l)r ^ 
xi(' .rrir.rrr, .rl rrr.rr.r.:L.rr,.rt .krll.

to( lllrlr.\( c lul)rr{.. rl \ irr l'R( irr . i ' t)i

OTHER

Reuten/Noniing Peioleum Erchonge
\\ rll \ol)!)l\ rnrrg\ tlir(linr.l Irl0r1r]xrr( )n lr( nrl \rnlin].1 I\'tn ]l(Lrnl
l'\( lr.rng( l ').{

Stondord Chortercd Bonk (UK)
( )l)( rrr(l ,r lrr.rn( lr rn \.rotrng t,, lrt llr , rr (r:t.r. l\rsin( \\ I)(1,l)l('
((nr(hr(I rn\('\trrr('r1l:rrrti tr.rtI rn li:rnusLr l'r(,\in(! ] {)l

long-Term Credit Bonk, Mibubishi Truit & Eonking Corp., Son-
ln Godo Bonk (Jopqn), South Koreo Export-lmport Bonk, Koreo
Exchonge Bonk (South Koreol/Agriculture Bonk of Chino

\\rl 1,r,,rrLiL .r .\n(jr(.rt(1 li'.||r l,,r rLLr.Ll ( I ( ' \ L I , ) 
I 

r r r | ( r r I I) \lr.||)
(r)tt!l'r{\ r(( \ li) rr llr(,rr I ')i

Eonk of Americo (USl

\\rll ol)Sl,r(l( rl\ ('u.ln!/llrirr r(l)r'(\(nl.llr\( ollirc tr,.r Irrll .tr
\ i.( l)f.rrt( lr I ')a

Development Bonk ol Singopore (Singopore)/ICBC
l'rorrrlLrl ,r i rr,rr Ir.Ln l{, lln.Ln(( l( ll( \ \,,rl,i|lLt (.rlril.rl j(
(lrrrr,'rlx'rrt\ \li rrL Lr'rr ' r)i

Tokyo Bonk, Fuii Bonk, Sumitomo Bonk, Mitiubirhi Bonk, Tokoi
Bonk, Sonwo Bonk, lnduslriol Bonk, Long-Term Credit Bonk,
Doi-lchi Kongyo Bonk (Jopon)/BOC

\\rll srrllrlt r\rr(lr(,rt(rl ( t , r r I r r r ( ' r \ r , L I l,,,r)s 1,, 'r|l rt kLr ,,,n
\lrrr(lrorr l)r1rl(\l\ rrr (r]r'rs\. Ir,rrl\|)iIrLLIr{)|l .llr(l 0llr('r l,rlr,l
\lrLr(lrrr( li(l(l\ \il() rrllr,,r) I()i
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INVESTMENTS IN CHINA
Mitlui Petrochemicol Corp. (.ropon)/Iiqniin Petrochemicol Corp.,
o subsidiory o{ Sinopec

Nillest.ll)lish r .1s0.(i00 rp\ pelr()(hcrnicrl pl:rnt i()iot v(olurc in
J ianiin t( ) pr()du.e purc lcrcplilhuli(' ir(id ( l'l A). S,l5tl.() milln)n.
I9-1.

Consumer Croods

INVESTMEMS IN CHINA
€ocq{olo Co. (Usl/Minhqf oa Ughr lnduiry

u'ill iD\esl in nri\u p()jccts, inclu(ling l0 Ix)llling pllnts, t()
lxx)st p()ducrion rnd distrihoti( )n. Sl50 n),lI()n. l,'9-1.

Wm. Wriglcy Jr. Co. (USl

\\'ill ()prn r ncN'phnt in (ir:lngzh(xr to pn uce l)oul)lcnrint
.hc\\ ing gum. -a 9J.

Tpo Toys |rc. luS)/Shonghoi Uniwcol loyr Co,
Il()ught:r stlke in rhc shlnghri c(nnpinv. 2,9J.

Berlin lnternotixrol [ld. {Belgium)/Chino Huitong Grp.rp Co.p.
\la ill sel up (he li,rlin In(lusrriil ( lleiiing) C().. l.rd i()inl \,cntlrre
to prrxlucc feshion je$elry end eccrssorits Sl20,0Cx) I 91.

Elechonics ond Compuler Softrrore

CHINA'S IMPORTS

Grunt Tensor Geophyskol Corp., Stor Techrclogio, h.
(US)/Doqing Oil tield

S()ld threc high spcecl crrrrrPutcrs ;ind J'l) r,t'isnric pixcsiing
soli\rrr lirr oil etpl()ftrli()n in I)J(ling. llsil(nrgii:rng l'ro\in(r'.
5-5i.()1)t, -t 9J

Her,'dre$.Po<kond Co.(USl/Shonghoi Stock Exchonge
\\'ill suPplr rn(l instilll .r nc\\' intcgr.rt((l tnrtling .\'rt(nr tl) up-
gr:rcie tht txchrngr's inl()flnrti(tn infrerlruttrrrt S] - nrilli(nr.
.t 9l

CHINA'S INVESTMEMS ABROAD
Hebei/Atlontic lrtognelic l.rd. llreh#)

I'!(^rght th( l \h c{nDpJnv () supl)lr hrgh'(.rp;r(it\ Il(,pp!
t() lhc Eur()p(Jo lllirrk(1. I ()-a.

discs

Environmenhl Technology ond Equipment

CHINA'S IMPORTS

NA (lisM/NA (hdo.E Xe'a lreo)
Vill u\c:ln It:rlirn g()\'rrnn)rnt I):ln x) scll $:ttcr suppll'lcch
nokrg! aod (quiprncnt () impr()\'( i duslriill llnd rrsidcntirl
stlpplies in the Pll(l(mg Nc\\ Area- SJ9.tl5 nrillion. 2,9-1.

INVESTMENTS IN CHINA
Hu:oyn Anwo(US)/Huqnmei Environment Technobgy Develop
menl Co.

li)rnr!(i Ih( l-:nvir()n()r i(s (i)ns(rlliurl (:()rl). i()rnl \'('nlur. in
lleiirnrl l() (vulu:ll( ('nvin )nrrtrntirl Prrlcclir)n Jrfi)j( ( ls S l0(1.1)0o

.t 
()J

Food ond Food Processing

INVESTMEMS IN CHINA
NA (Gnodo)/NA (Jiongsu Prwince)

Ii)n)ed x I)izzu i()inl v( nlurc in Nxnl()nrl. 56 nrrlli()n. 2,'9J.

Cothoy lnlernolionql Group (HK/Beiiirg MGot Prccessing Plont
will scl up l i()in( vcnturc wrlh Jdvrn(ccl pr(xessing tccho()l
ogl uod tlLr:rlity <ontr(r systcms.5J5 nrilli(m. 1,9J.

Cqthoy lntemqlionol Grcup (H(/Bciiing five-Slqr Eeer Co.
will sct up x i{)int vcntorc k) nnrlerniz( th( lx'cr pllnt. S(i}
nrillion. 1 91.

Wonton foods (US)/Guongzhou Municipol Foodrtufis l{ochin-
ery Corp.

vill l)uild Jn(l operetc r fonunc crxrkic plant in (;uxngzhoo.

t,9J.

Pekoleum, Noturol Cros, ond Relod
Equipment

INVESTMENTS IN CHINA
Explcrotion Co. o{ Louisiono (USl/Chino Notinnol Ol ond C,os
Exihrolion ond Dryelopment Corp.

linr !(l r .ll-\(;rr jr)i,rt r( rrlrrrr hlr r)tl\h(11 (\pl(n'lti()n in lI)
hri ltrr oll tlrt rrrust ol Ikltr l'ft,rinrt 5I r l]rillx)I] I ()J

Moy-June I 993 The Chino Businer: Review

Chemicols, Pehochemicols, ond Reloied

Equipment

CHINA'S IMPORTS

Toyo Engineering Corp., [td. (Jqpon), Snomprogetli Corp.
{ltoly}/Jiuiiqng Fefilizer Plont (Jiongxi Province)

\\'ill \(ll cquipnlcnl pr(x[(ing synlhcti( ir1]rrrxrrrix xrxl Lrrcrl.

5l -(l rlrillirnl I 1)J

Forcign Assisbnce

Joporcsc gmnmo*
vill cxlend its gtirnl l() inrpr)vr e(hlcxti()n ilnd:l8ricuhurc in
China. S15.8 milli()n J/9J.

Jopon€{s g@mmci
will pr()\'ide x gr.rnt () i,rrpr()vc thr (quipment ()f thc Ilcnrn
'l'clc\isi(nr Su[i()n. SB nralli(]n. 1,i93.

liletols, Minerols, ond Mining

O]HER

Dadopnent BonI ol Singspore (Singoporg)/ICBC
will pro|iclc:r Lren to supprrn tr.l)nicrl rnn(^:rli(n t)n)i(ls.tl
lh(, llcn\i lr()n & s((cl (i) .l 9J

Pockoging, Pulp, ond Poper

CHINAS INVESTMEMS ABROAD

NA (PRCI/Veniio Forelry (ilery Zeohnd)
I|()ugIt l.l.or)o.r(r(s ()l li)r(\l on tltt Sorrth l\lxn(l ()l \(\
Z(rL[)(l S() ()J ririlli(nr .] r.)J
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INVESTMENTS IN CHINA
Epitope lnc. {USl/Chino Notionol Biologicol Products Corp.

\Vill li)nrr r i()il'rt !r,rture l() nunuflctulr rrnd dirtrilrutr trsts lirl
All)S\iflrs.29J

Ports ond Shipping

OlHER
Who# Holdings l-id.

will upgrade the Pon of Ningh,o. S l5-50 nlilli()n. 2,'9-a

Power Crenerolion Equipment

CHINA'S IMPORTS

lNl C'roup of Spoin (Spoin)/CnEC
Will sell ts'o.150 mw coal-fired fnqer urirs for the Yahekou
Power Plant in Henan Province lhrough a Spanish govemment
expo( credit. 5J00 million. l/'9J.

Foster Wheelcr Energy Corp., o rubddhry of toshr Wheclcr
Co.p. (US)/CIEC

\\ ill scll lxrilcr (rlLlipr)r(,nr l() lhc Z()u\irn t|cnul poN'cr sll
tron in Shandong I'(^ tl.c thr()ugl) r V'()r link L):rn Sli-
nrillxnr. I9l

Property fifonogement ond Dwelopment

IIWESTMEMS IN CHINA
ilew Wodd Daeloprrort ltd. (H(/Zhenhrr lB.iiingl Elccfooic
lnduslry Corp.

Will build a 60.000 sq m huilding ft)r clcdronic p(xlucers xnd
corfn lions. 576 million. 2,9-1.

Comsot Corp. (US), Soiellitc Communkolions fuio, Lld.
(HK/Huitong Elcrtrenics Cenbr d Chinq

\\rll .5lrl)lish ir ir)rnl !(nlur( l() l)ft)\r(lL .ulv:rnc|tl tc[lrhonc
st.n x (s r i.r sutt,llitt. i5t)nrilliinl { I s .l(/',,) I ()1

Whorf Communkorinnr, o ruh,skJhry oI Whoil {HoUingrl Ltd.,
MKI Corp, ond NA IHK/Skhuon Province Coble W Enteryrise
Oev€loF cnt Co.p.

I:()nnrd th('si(hurn All(Lr\ '11 l-td (;(,rp lr) rn\r,\l in ir (rlrc
'11 pr()i(cl in (ihcn8(lLr S5.() r))illl(,n (Uh:rrl .li)",, I)R(: SOoo)

.,t ,J

Telecommunicolions

CHINA'S IMPORTS

Motorolo lnc. (US)/Beiiing Cotch Communicotions Technology
Co.

Ulill s( ll r lrunk l( lL l)hrrr( svsl( rr l(, lrr, usr,d irr u scir'Icc errcl

t(.lro()I)gr inli)rnrrli()n nclu(n'k in Itei,inB. Sr.tt nrillnnl i,93.

AI&T lnc, IUS)/Sichuon Province
Will scll Joo.()00 t(l(l)lxnrc lines.5J{)-o0 nrilli(nr. J,()l

INVESTMENTS IN CHINA
AI&I lnc. {USl/Sbte Plonnirg Cornmission

SiSned x rrunuficlurinS rgtuc,rrcot ()n x rlogc <:[ husincss ar
clrs. including x i()int \'(,nlurc to pnxlu(c tcltphonc s$itching
cquipmcnl. 2.:9J.

Skrrens AG (Crcnrny)/M (hdorB t{ar ArEl
Will foml lhc Shlnghai Siemens Nlobilc 'ltlcconnnunicntk)ns

C(). j()inl vcnlurc in thc Jinqia() l)c\'cl(,prnent Z()nc. 'lhc ven-
turc u ill pnxlucc mobile cxchange svstcrns and temlinals. digi-
tel cclluler tclrph()n(s. ilnd lxrie slati()n svslenls. 5l nralli()n.
29j

Unkhn Corp., Yoolun Uopon)/CIIK Trcding Co. Ld.
li)flned th( t nili( 'li,( lln()l(E,tr, (i) l-t(|. I,iot vc,rturc k) pr()
ducr nd,Durk(l trl(l)h(n1r' tnr.kinrl svstcnr:,. walkrc-talkrts,
ccllular ;rnd r'ordlcss ph()ncs. tudi() l)xlt(,n. Jnd srtcllit(. r(acit -

inri t.(luipnr(ot. Sl.ll ntilli()n. (.lrprn ({fcl'lt(l:.xPr,) .1 9J.

OIHER
Chim Denelopmcnt Corp. (Iqirrcn), M Uopon), tlA
(liingopord/Grcot Woll lndustriol Corp.

vill scl up x i()ir)t vrnturc in Il)ng K()ng l(, l.ltlncl) thc AsixsJt.l
r(.gi()n!l (\nIn)uni(.lli(nrs $t(llilc l'lJi$rn:Sl0 nrillt)n..lrprn
rnd Sin8r[x)ru:S-lo milli()n. l'R(;:550 milli()o). J 9J

Textiles ond Apporel

CHINA'S IMPORTS

Tru&komo Corp. Uqpon)/Xiqnyong Terih Aaochinery
\\lll s( ll irrr i(1 kxrrrr t( lrnolo8r' I t)J
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Royol Duth Shell Group (Netherlqndsl/Chino Nqtionol Oil ond
Gos Explorotion ond Development Corp.

Sign(l .r I \(ur plr(l t() crPirrr lrr orl rrrrr.l g:rs rr'sr'rrr'r rrr .rrr
8.()1X) s(l krI xIl rr in .lirngsu lrr()\ in( (,. I ') a

Phomoceuticols

CHINA'S IMPORTS

Kone Crcnes (Finhndl/Port ol Ningbo
Willsuppl) t$1) 5hip-unkrrdrr craocs Slr.3rrrilli(n .l 9J.

M fToivon)
\ti'ill builcl tht Goltlcn Lorus l!r()u,rtrin Vilhge t()urist sirc rnd;r
h()tcl()n tri(Nnt $(tai in ShrrL\i Pr^in(r Sl8n)illil)n.2 91.

Selux llouings l-td. {HK/EeiiinS frixrdship Sforc
Estrblish(d r j()int renturt to clevrkrp th( st()rc ink) r (rnr) i(.r'
(ixlcenlcr S192 rilli()n I 9J

Cotry lntemotixrl Croup (H(/Xiyrrcn tlolel lBeiiingl
will set Lrp e i()int \cnlur( r() dcrrl()p r LJ lnilli()n s(l D) nrulti
purp<*e hotel. rrsirlcnlill. (om rrr.irl. rnd rcteil conrplcr
S()00 nrilli()n. I 9-1.

Pqcific lnveslnrnt Corp. Uqpon)/Shonghoi Zuorqioo Conlhle
tion OevCopnr* Co., Shenzhcn Properties & Resources Devcl-
ogrnt Co.

Will de|ekrp the 102-hc.txtu Orrdrn (litY rcsidcnlirl ((nnplc\
in Sh:rnghri. 5291.I milli(n'r (.lxPrn:5{}1,' t)R(l:5{ l',, r. I 9J.

PCBX Systemr lnc. (USl/tongDo S(icnTe<h lndustry ond Troding
Co.

Vill scll l'(l hlsttl rtlrPllrn!. iwrt(hing lx)lftls. l'9 (r nrillron.
..1 9l



INVESTMENTS IN CHINA
Chrry Pickers Co., Betvoir ttd. {US)/Jiqrgsu Texrile lndurtry
Corp., Yongzhou Dyeing ond Printing Foclory, Yongzhou No.2
Weoving toctory, Yongzhou No.3 Weoving Foclory, Suzhou
Silk Printing Fociory

Nrll t()rnr jr)inr \(nrLrr(,:r rr) Irorlcnri;,t,rlr( rr\rrlc.r(r()r rrl

.lilnssu I)r,! inL(. !, ll) rrlllion l ()J

Woh Gor Group (o HK/Chino ioint venturel/Guongzhou
\,ill r orr.trrrr't l( \lilc lir( illti( \ in I Ic\ Lr.rn. ( iLr.rng(long l'r( 

^ 
in( ('

S(t) rnillr( nr. I 9J

Tronsporiolion

CHINA'S IMPORTS

Russion toreign Ecorrcrnic Associotion Avioexporr, Somoro
Sbre Aviqrion Pradudion Associotion, Pybinsk Llolor Co. lRus-
sio)/Non'de Co.

\.illstll t\o nrcditrnr-r:ln{c pxss(nltrr ri int'rs ur;r Irrflcr rI:ul
Sb- rrrilll(nr. J 9J

GE Ehctronic Corp. IUS)/Chino Southem Airlines
\\'ill s(ll (ili 9{) (nsin(\ r() p(^\rr \i\ I}()(ing --- .rirnLrn!\
Sl()(lrnrlli(nr I ()l

AllkJ-Signql Adospoce (USl/Air Chim, Chim Sodhem
Airlines

Will provide auxilinr) fx)uer units ro lx, used in Il(ring rJfs.
Sl0 nlilln)n. 2 9l

Aleoh (ltqlyl/Wuhon Ihnhe Airporr (Hubsi Plovims),
Shcndr.n Airporl

will supplv rrclar systcms thrr[rgh a kun firrrn rhc Jupancsr
govemnrnt. I 9-1.

INVESTMENTS IN CHINA
Nisson Motor Co., Sommiho Molors Group
fihoilon4/Zhengzhou Light Truck toctory, CmC, ICBC

Uill (st:rlrli\lr tlrt Zlrrl]gzlIrtt \issJo,A0t,n)x)hilc (:o i,,rnt r(r]
tLrn, to PrrxlLrrr ;rntl nrirk(1 lilthr lrr(ks rrr (llrirrir t r;l S lillr(nr
I.LrPirn i',, Ihilllxn(l:li ,, !)li(.1lli' ) a 9J

Iruzu iloior, ltochu Corp. Uopon)/Jiqngxi lrtotar Vehicle Plont
Vill s(1 [l) llr('.lirnlins-lsuzu !1()l(n\ lr)inl \rlllur( l() [rilnLrl:l('
trrr( trrrcks S- 5 nrilli(nl l.lal)irn::5","1'R(l:r5",,) .1. 

(.)l

Schindlcr Ac(Switzerlond), Hondo rrtolor Co. ttd.Uopon)
\\'ill c:tllrlish tlr(, Irirrrirn Il(nxlir \lnrn'. l-l(l il|rtorrn)tr\'(,i()ior
\cnrutu SJI) rrilli()n. (S\\ilr(rlxn(l:()ti',.lill)irrr:ll'r ). I ()a.

Hefi IUS)/DqzlDng Tqri Co. Lrd. (Shqnghqi)
\\'ill \(1 Lrl) u t:rI r!ntul j(,inl \rntLrr(.\\itl) Soo.]rs S() nrill(n.
t9J

OTHER

Aurtrolio Air hustrolh)
Will lxgin senic( li,rking llcijing rnd (;uangzh()u l() Sydncy
and lUcllx)umc. J,9.'i.

Chino Pelrolcum Eqineering Constnrlbn Corp./ Nolionol
Highur'qy Adho.ity (Pqkhtqnl

\\'ill huild t\\(, slirl.lc-l( )lrllins lo() knr-)l l):rkislin's ln(lLrs
lnrck rrrrrl( S9l nlilli(nr. J 9J.

lnremqrb.El teqs€ tinonce Corp., o suhcidhry ol AIG lnc.
IUS)/Chino Southwesl Airline

\\'ill Iust'tirrrrn(1r In)cing-.4- aol)\ I()l

CTASSIF!EDS
POSITIONS WANTED

Young dynomic engineer w/exp in
ISO occredited lob seeks oppty in US
co w/Chino business. Consider techni.
col mgmt, mrkting/int'l kqde. Excellent
Enqlish. Speok Mondorin/Contonese.
Tel: Mr. Li 717 /265-1484,2770.

Position Wonted in lnt'l Business l8
yrs successful exp in mrkq/soles pro-

iect devmt. Bilinguol (Eng/Mondorin).
I el'. Gr oce 503 / 624-07 06.

Seeking coreer with co operoling
inlwirh Chino. MBA(mrkrsl/ PhD
(chemistry) hom U o[ Chicogo. Fox:
J.6o 312/7O2-5863.

Expediting, Sourcing, Sellin
honds-on experience in U

ioinl ventures. Tel: W.T.
215/385-4510.

s
s
:5yrs
-Chino
Hurley

CI.ASSIFIED AD RATES

$ 1O/line, four line minimum ($40). 36 chorocters per line,
including oll spoces & punctuotion. Submit only typewritten
ods ond send with poymenl 6 weeks before issue dote to:

The Chino 0usiness Review
Clossified Advertising
l818 N Sheet, NW
Suite 500
Woshingtron, DC 20036, USA
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MBA/lnt'l bus. (4.0 GPA) seeks job in
US-Chino bus. 8 yrs exp in Shenzhen
in ex/im [inoncing, int'l mrktg ond
govt work. Multilinguol. Tel: Iiu
80l, /364-1124.

5/93 Michigqn MBA/MS eng seeks
posn in Chino/Asio bus. Beiiing
notive, US resident.5 yrs US-Chino
work exp. Will relocole. Tel/Fox: Fon
313/995-0799.



THE US.CHINA BUSINESS COUNCIL
offrcERS
Chairmrn: M^rJtucE R. CRrrNsERo
Vice Chairmen: JolrN C. Htn\fFx, lII,

Elrc!:NE Tl0totrx
Secretary-Tre$urerr DAIID Te\DLEn
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Wartot O Gatito
President: DoN^rD M. ANDr.&soN

80ArD Of UnECTO$
RoxAU) J. AM)FRSoN, senior vi(f president,

EKernal Affairs. /nerta n lnlenatio al

TrlEorx)Rr IL Itr cx, presidenl,
chxinnan, and chief exe(ulive om(.er.
hqe$olLRaid Co.
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and Regulatory Issues, C@p{,ts & Lybfttrtlt
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Tbe C6a-Gtla Co.

GEr^rD M. GLE\N. g()up president, lfuor
Dani.lInc.

IlaLRl(.E R. CREMIERC. chairnun and chiel
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Gtoup, Ific.

US C,OVERNMENT OFFICES IN CHINA

J()riN C. HlJNmr, III, vice president xnd
gcncflI manirS(r. MCL Aria PaciJic.
Matlsafilo (,b.

D^ui F. LARV)N, group prcsident, Vorld
MillinS lndustries. at r tlnefltal C;rai Co.

PAT!r(:RJ. MlrnN, president and gener,rl
fiL1nager. Amcricas OpcBtbns.
Xe.tux Cotp.

wnr^,v R. PIl\R(I, vicc chaimren of the
tx t tr cl, C 4 tgi I I, I r tc o qnra tttl

Samuel Rt[nN()w7, cxecutive vicc presidcnt,
EGt<; t c.

(i{Rrs'r)pr!:fi A. SrNu-A.rR. presidcnl,
PeFiG)h Inlenk lknal

IX)N !:. $x, vi(c presidc , 'fc\aco ,Villdlc
Eisy'lAl L14{l

J(nrN R. SM^$, scni()rvicc prcsidenl,
lntemari()nul Public AIhirs,,{IEI

lI)NAIJ) N. S()mtRlrp, vicc president.
Intcmati()n{l Opeflrk)ns xnd Business
l)cvel{)pment. 'Ibe lbihrru ai)

I)^u) Tr:{r)I}:R. chtlirman. Tendkr Beft,lz

tr'(i|u TIlUi(,t1(. pirnn(|. It th,r0 McKetEie
Crodsrt)r'rrr:ft H. I\fl ui$ ( I bnor,rry ). rctircd

ptesi<lent. Lts-Cbirra Bt$in t (buttcil
R(xitR \v. S(ur' N ([k)noriry), rctired

president. [/S-a'rirra lJ&sinest (ouncil

WASHINGTON OffICE
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Iraxr (i52) i.t14l.16. 85.rr)l0l
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Ambassador: J. Sr^PLEroN RoY
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Economic Counselor: STFTFIT A. S(}ll.AlTER

3 Xushui BeiJie
Jianguomenwai, Beijing
Telephone: (861) 5J2-1831
Telcr 22701 

^if}rD 
c}r

Fax: @61) 532-3178, 3297

CtB{GIlt CONSTIAIEGE\EAr
Consul Cene|al: M,tRsn u P. AD^m
Economic/Commercial Omcer: JolI\ BiE\NA,\
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180 Renmin Road
Chengdu, Sichuan
Telephone, (8628) 582-222
Faxr (M2a) 58!520

581792
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GU l,lGZ{OlJ @}5t 
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GAIE^I
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Noru$,JR.
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Americo's Chino Policy: Whol's Your Opinion?
Due tn shippinq difficulties. mony CBR reoders received their lost issue too lote to resoond to
the Survey bv fie indicoted deodline. ln order to qive these reoders o chonce to shole their
views, we ore extending the deodline for.respons6s to June 5. lf you hoven't filled out out
your Survey yet, pleosJdo so todoy. Moil orfox it to:

The Chino Business Review . t 818 N Sl., NW Suile 500 o Woshington, DC 20036 . tox:2O2/775-2476

I Does your compony:
.1 

exprort to Chino 1 import from Chino -l invest in Chino r other {pleose specify)

2 Where is your compony heodquorl,ered?
'1 US -l Hong Kong -1 Chino
Other (pleose speci['y stote/country)

Where is your office lococd?
-l US r Hong Kong -l Chino
Other (pleose speci[y stole/country)

3 How much Chino-relobd business does your compony condud eoch yeor?
'l less thon $ l0 million -r$10-50million l$50-l00million r $100-500 million ''l more thon $500 million

Approximotely whot percenloge of your compony's totol business does lhis represent?

4 lf the United Stotes were to withdrow MFN from Chino, how would your compony be offxted?
-l goin business ll no offect -l lose business---opproximotely how much? (see below)
r $0-5 million 'l $5-l0 million r$10-15 million r$15-50million -l more thon $50 million
-l loy of{ employees----opproximotely how mony?
-l be forced out of business

5 lf conditions ore imposed on renewol of €hino's MFN slotus, how will this offect your Chino business plons?
-1 no chonge .1 will project o decreqse in business-by how much?
-l will project on increose in business-by how much?

6 Do you support Chino's occession to the GATP 'rYES rNO

7 Do you support further negoliotion of the terms of €hino's occession b he GATT? -1 YES 'r NO
lf yes, lor which oreos?
..| tronsporency of lows ond regulotions
r periodic review of Chino's membership in the GATT
-l escope clouse so US would still be oble b review ond/or revoke Chino's MFN stotus
1toriff reductions {for which speci[ic items?)
1 import quoto reductions (for which specific items?)
-l removol of import license requiremenls ([or which specific items?)

8 Does your compony hove o writien code of business ethics? 'r YES -l NO

9 Does your compony hove o written code of ethics specificolly {or Chino? -1 YES r NO

I0 Are your Chinese employees required b orend weekly politicol study groups? 'r YES '1 NO '1 NOT APPLICABLE

lf yes, ore these sessions held on work premises? -r YES r NO
l[ yes, ore these sessions held during work hours? r YES 'r NO

I I Does your compony hove procedures/toke p'recoutions lo ensure lhol no inputs used in your Chino operolions
hove been produced with prison, convicl, or child lobor?
-1 YES -l NO (lf yes, pleose exploin)

l2 Do you support legislotion thot would mondoie o code of ethics for US investment proiech in Chino?
r YES TNO

Moy-June 1993 . The Chino Businesr Review 63
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A sincere welcome to business travellers

T
:,,I I

a success.

Experience the sincere welcome

we give business travellers. Discover a

New Vorld of hospitality in China.

lldP,blfrf loCfiil@

Th. .i.rat( !'N6trv (I) .rnplifi.
.h. No Wo.l.l phrk$phv o(E f,..

NEw U/OllLD I-IOTELS INTEIiNATIONAL

((D))

IJ!IJIN(]

,,il.t &
t()It I

Hons Kon8 R.s.r.rionr Hotlim:(852)?ll 1488 F.r:(852)?21o?41 @t rctt tntcrnerrxrat

BArtNC. GUANOZHOU. CulLlN . I NCZIOU. SHANGHAI . SLTZHOU. XIAN . HONG KONC. MACAT

(
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W
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\ Just as this Chinese character represcnts'business'
New Vorld hotels represent rhe ultimate in business

accommodation.

ln Bcijing, Ouangzhou, Shanghai and Hangzhou, guests

lcxrk to the New World for ffrst-clas.s rooms and rcstaurants,

and well-cquippctJ business cences, meeting, banqueting and

recreational facilities.

But most of all, they appreciate the sincere hospitality
we provide. Hospitality that is reflected in thc wclcoming

:J

smiles of our staff. Thc unfailing gracious

service. And all the care and artention
we put into making your business trip
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