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TRENDS & ISSUES
NPC Tolks Civil Liberties ond Development

(llrina s l()p legislltive bocly, thc Na-

thnxl Pe()ple s Congrcss (M'C), ckrscd iLs

lnnull plcnary s('sst)n ()n lllJnlt lf after

r ifying thc countrys Ninth Fivr-\'crr
l'l:rn (ll'l)) ti)r 199(12000 rnd l(k)ptin8 a

blLrcprint lirr (iltinr's clcvekrpntcnt over
the nrxl 15 )e-ani. Vhile it eclrrrl rrrnser-

vltirc cells for klv inllation and sklve'r
grrwth. the NP(: xls() passed neq'Iaws to
p()l('cl civil lil)eflics and thc scssi(n itself
s:rs's()rne disrgr(1jolenl ()ver the succets

o[ thc gotemmcnt s anti-comrption and

anti-crinrc effons.

Opening the 1996 scssion, l'rcnlicr Li

Peng tleliverc-d a 13-page g()\'crnmcnl
w()rk rcp()rt criticll ()f the high gro*th
trends of the early 1990s. Thc lverage
GDl, groMh ritc ()f 12 pcrcent ()vcr lhe
past fir,e years is to lx skrwed to tl per-

cent in the ne\\'Iryl'. This ()bjcdivr nray

be clifficult lo achieve, h()wevcr. as

coastal provincc-s ire estinrxlinS cc()-
n()nric g()wth rutcs ol lGl5 pe(ent.

over dlc 17 dlys of dix'ussk)ns. NPC

delegates expresst'd c()ncr'm ()ver gt()\l-
ing income displritics bct$'crn the
c,':t't.tl unrl inl.rn<l rt11ions. inclfir'icn,'rcs

in St e-()$ned crlcrprises (SOIis). and
the iru<lequacics ol the legal svst('m. In
rc.sp()ns! l() resc conr'ems. lhc Nl)c ap-

pnrvctl a ntursurc to target scven inland
rcgi()ns k) rcceivc nc$ investrnenl (xptal
ancl pusscd J g(n(rlll Jgr((rlxnl l(, Inr

pn*'c the pcrlirnn:rncc of lagging S()Es.
'Ihc tongress, lroucver, failecl to spccifo

Paul l4nb k the Council's pr(Bram man-
qpa,r.

Beiling Phone Numbers
Add o Digit

'l'clcplronc nunrlxrs in lleijing u ill grou'
krngcr hcginning l\t:rv iJ, \\'hcn r "6 will
It uddcrl to thc ltgin,ring ( )f el( l) c risting
serrn-digit nunrlrtr -l'hc 

ch:rngt. u'ill nukc
Itciiing tlrc fifth (il\ in thc sorl<l to hrve
cigllt-(ligil phont nunrbcrr. rIcr Ilong
K(nlA. l'uris, T()ky(), ilrl(l ShxnghJi

lnto the Fost Lone
'I'hc Shcnzhcn sull'rhighsav s:ts t.rlh

ing 10.0o0 \'clriclcs x (lxy in li'l)ru:lr)

A Quick Ride
As ol April l. traveling thc 30J(r-knr

str(jtdr l)('t\\ ccn Shangh;ri lnd \aniing l)v

tmin trkcs lcss thln tlrrcc hours. Otficiuh ut

thc Slunghri Rxilway lturcxu note thxt thc

llNt SlunHltri-Nrniin8 cxprcss lrxin. /i(,-
rlcr,r. c:rn lccelenle l(r 110 kr)) Frr h()ur ()n

rupgr:rtlccl track linc-s, ckruhlt (he rlrtug(
slrt.crl ol tlltrn:t'r ilitn(l:lr(l l)J\\cnF(r tr.rins.

gions. (lhina now bousts ()vcr 50{).000

txxis-5{),0fi) nrore *ran rt ycar-end l}).1.
Ilriiing, \\,ith ()0,000 Lrxir, lnd Shanghiri
(.J6.ff)C) hrvc th( lxrgt'st laxi fleets.

4 Ihe Chinq Business Review Moy'June 1996

eitller the rnl()unt ()r thc r'(Nrcc ()f fun(l
ing firr inlancl (lc\,cl()pmcfll in a tinrc of
iflcreasing c()nst[rinb on ccntfitl cof]i'rs.

'11)is ye.r's NI'C rlso singlc(l out 1,(x[)
()l Chinr's J50.000 SOEs (r))()rc thun.r
tllird ()l whicll renuin delrt-ricltlcn) [<rr "re-

[onl. in an altrn]pt t() nrlkc Ilrest' indus-

trit,s thr: foundetion of rhe natitnal econ-
()rny by 2UX). Smaller, unprofitlble SOIJs

will lx encourlgccl to mcrge l^,ith healtlr-

ier fimrs or contfld out thcir licilities l()
inclrlx'ndent prrxluccm. Nonctltr-less. thc

Chincse govcmment reponedl,v will spend

34 percent m()rc in 1996 to suhsidizc
SOIis than in 1995.

l'erhaps thc ox)st uneipcdcd rcsult of
thc l9(X Nl,(l $'ns the passuge ()f sevcnl
lrws h()ls(cring civil Iihertics in ChinJ.
'llrc NPC s 2,6132 dcputies cnrcted a regu

I ti()fl requiring Nl'C appft)vxl f<rr rhe dc-
claratkrn of nranial las. Also approvcd
by tlre congress w;rs a revised Criminal

I'r()ccdure Ilw limiting p()li(c dctenti()n
t().10 days. 'l'hc nc-w law givcs defcn-
drnls quickcr ilccess to l wyers and pr<>

hil)its convi('ti()n \\ithoul lrial. A new Ad
ministrativc I'unishll]ent L:lw provides
c{earcr pnrcdurcs lir meting <xtt penll-
ties lirr abuses o[ lxru'er by g()vcrnmcnl
lrurelucrats. lf irnplementcd titlly, thcse

ncw lirws should help pr()tect Chinesc
citizens against arl>itrary arrcst ancl detcn-

ti()n.
'llris yc!r's NI'C. likc (nhcrs of lJtc.

showcd the lcgislativc hr ys willingness

t<r tlisagrec with the centrll lcuclership on
('enxin issucs. C)ne-thircl ol the dc'leg;ttcs

\1)tcd irguinst ()r xbstilined li(nn v()ting t()

xpprovc rep()rts fr<nrt thc Suprenrc l)c()'
ple s Pr()cLrmt()rate ncl thc suprenle l)c()-

I)lc's (i)un r)n lhc su('('ess ol lhe govcm-

Dlcnt s elli)ns h) c()unlcr comrption 11tis

year's NP(l clelcgetes rlso pnlx>scd nurre

xrnendtncnts lhan usuxl t() the preliminJry

Ninlh IYI'. Ilrcsc' trr.nr.ls. firirny Cl)inil
n'atchers contend. inclicrtc r gradual shili

l(,\!'Jrd Er(.rlcr (l( rrl,x rrlizJlx)n Jnd in.

creased <rrnlidence am(n1g NP(l dclcgxtcs
()f p:rfli.uhr irrp()nincc t(' li)r(iHn in-

vcst()ts wcrc nreasures affecting sontc of
the Spe(iirl llc()nomic Z(mes (SEZS). 'nle

NI,C gmntcd legislative xulh()rit, l() Shrn-

tou and Zhulrai, the last two of thc five
SEZS r() Bain this righl.

Overrll, thc results of thc' 1996 NP(l
liuglqelit n() nujor divcnions fnrm tlre path

rrl' stcacly c,.rrnrrntic dt vclrplncnt. Cltrnl s

k)ng{enrr g()al k) d(rul)le GDP betwecn
2(X)O-10 rernlins apparently within rcltlt.
Lcft unsctllr:d, thour{h. are quesli()ns
rhour thc uncvcn p{ttcrns o[ grorvtlt
rurrt,,ng Chin.t's pr(,rin(1'\:ln(l h(x llrs in

crcxsing plunlizxtion of thc NPC *'ill pla,v

()ul agrinst the lcadership s ongring cl-
frrrts to solitlifi ils own fx)sili()n.

-P.tttl 
l4nb

SHORT TAKES

1996, x sharp in<rcasc fronr thc J8,0m in
dailv tr.rffic ol carly 1995.

Expensive Eoh
ln 1995, living costs in J5 lrrge and

nlcdiurn-sizcd (:hinesc ciljcs r()sc irpp()x-
irnxtcl.v 22 p(r((nt. accor(lin8 t() a Stxl('

Slxtisticxl llurcJu strner. lixrl cxpendr-
turcs in the$ citics accountcd li)r 50 1xr-
ccnt o[ lot!l livirlg expen$es.

Toxi, Toxi
\\'ith Lllxi sen,iccs availablc in over ll(X)

citics in.l0 provinces anrl !ut()rl(rl()Lrs rc-



Letter from the Editor
In this issue. rve sct ourselvcs lrn lrntbitious g().rl: underi.lnding the (lhincs<. et.rn-

(rny. ljn n() ecooomist, hut a decadc of rc.acling alxrut Chinas cconomic ups lnd
rkrwns nllr<le me curi(,Lls atxrut a nrrnrlx'r of hlrndied-about slirlctDenls. I]rrec yean

ago. for cxanrple, wc lll heard how (:hina rvorrlcl ncver achieve the sofl lirn<ling its

lc'ademhip vrughr. Sc'e p.ll, wherc lJr(x)kinlls econ()nlist Ni(11()las R. Ltrdv cxpllins Ilei-

iing s p()grcss on sk)wing down nrna',1'e1' g()$dr. Another strtenrent a t-cs' yun ag<r

alvr piqued my inlcrestr "China \1ill lt the rvorlcl's largest ccon<)lly in 20 yuni. on
p.12, you can sce *hat thc expcns s.l)', and thc assunrptions thrt ilccompany this q,pe

<lf claim-lnd a simple explanatkrn o[ various rvlys k) measLrrc the PRC c(()n(nry. Fi-

mrlly, on p.19, s'e delvc into the p()l)lenrs of reli)nring the Stxtc-()$ncrl enlcrftrii.c i'cc

t<lr. u hir.h, nr)st aftll)'sl,i concludc, rcmains the singl.' biggcst hunlle frrr t'^..ijing to
()\'erc()rnc in ils qucsl l(, nx)vc Chinir l()*,trd a nrarkct-hlsed systcnr.

Wc h|vc lots of othcr f n stuff in this issuc. l(x). I)()n t nriss thc insights ink) MBA

hires (p.2(r). c()nsumer priorities in (ihin.l (p..ll). lrnd lhe April I round o[ tirriff cuts
(p.li). And check out your favorilc dcpanments-{:()mnrcnlrN. ll(x)kshelf, China

IJusiness. (:hina Data, :rnd our quirky, inevercnl Lasl Page. As always, \1'c rvel<ont
your c<xttntcnts and y()ur c()ntrihutionsl

Bcst rcganls.

h-- L/. u.L-yroug
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ln tlrirking llxrLrt Ron []r(,wn. l
rn:ln I (':rnlc lo knrrs. likc. ;rncl rc-
sp('r'l ()\ cr lhc corrrsr' ol lhc p:rsl tlrrcc

1t'ars. I kccl'l c(nning l):rck to st'r'crll
ovcrlapping irnagt.s: a shirt-slt,r.r'ctl,
srriling )({ inrcIrsc figurc. ! tir(lrss
atlvrxetc lirr Arlreri(xn l)u5incsi' irltcr-
csts ()vcrsril:,. a truc figlrtcr trr pre-
scl.!'s ()llr (1)unlry s slltlus rrncl n,lt. ls
lhc qrrr'ltls lee<ling cconorltit poucr,
;t ntltn rrlto lrliclcrl in thc l)()\\'(.r (,[
l'r(c t() lirc( ncg()lixtr(nr. anrl ()nc \\'lxr
ncret <lrruhtccl lrt r'olrld lclticr'c
u'hatcr't r hc sct orrl to <lr.

s(]crclJn' lJr(,\\'n. rn lll his rle.rlings

Nith k)rciAn lcrclrr\ uncl c(rlstitlcnai(:
hcre lt lr()nrr:, nc\'cr l()sl sight ()l tlrc lrS
nlrtion.rl inttRst .rrrrl ,rl'otrr r'$'n v.rlLrr's

lnd prioritics. llc slrs ublc lo rrrxk cf
l(lr\clv \\ilh his cotrntt'rpans in tlhcr
(()unlriss lxrc:lusc hc conthincd lrn rrn'

tlenimncling ()f their D.c(h \\'ill) l .lcur
lirus orr our o$'n. R{)n llftr$n $ls lr

Iircl(\\ .r(l\r\Jt( k'r tlr( [ S l\r\in( \\
conrtnunirv (,n lhc sul)icet of (lhinil. llc
cllcctivcll tlcfcnclcd thc p(,inl ()f vi(.$
thrl the tls-(lhin:r cconomic rclutionship
is lhc kev to r stlhk: rnd pr()ductir(

fx)liti(rl r(hli()nship het$ ecn our t$o
counlrics ()vcr linrc. :rs *'cll as lo Amer

ica's firturc ()le in Asiil.

Ron llron r'r $J\. io nl\' \jc\\'. als

gtrrrrl :t rrcrtt:tni ol' rorttmrrtt .ts sl'
lrave cvcr hrr<1. IIr \\'rs irls() t) lricnd.
Tlrosc ol us slto s'crc ltrck) coott$h to
gr,t l(, kn()\\ aml \'ork $itlt R()n llro\\'r1
()\'(rr thc |c:lrs \\ill nriss nunr things
:rlrrrLrt tlrir rrr.rn l\.rlr.r|., Iris rrrr,1'ress

ilrlc ctrtlrusiasnr ;rn(l (:rn-&i spiril :lrc
sltat tc \\ ill renl( nll^-r k)ngrst

l
-

I

-.lltt 
u t'in' ll ( ; fi \,, tl\4!

.l{atriL( R (;t\,al lxry- ahatinktt tl d
Lhi4 L'.t?(rtit'L: t)llt!r t)f -1Dtt,t itdrl
lr enl(linkll (;tl, l). lnL . is tblitnu\t
o/ lltr (.1nt cils lturo'tt oJ .lir&kD\

lt mE orla RoNalo H. Bnowr
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lnto the Froy Agoin

It's thot time of yeor

Roberl A. Kopp

- 
1r't2r,$ ll ir I drscus.cs -r(lltinkinS

I -l ,,n,n". A rc('cnt Ai,r.rsntl,(('rcr
F\',,,ru:trketl. " Cltrnr: l:rrcntt or
IJ r,,.'ri 11,.. r i,,rn( il ,,n l',,r(.rgn ltelir-

tions. nreans'hilc, c:rlls f()r "('onditi()nil

engrgcorcnl with (lhina. Anrcricr has

plungccl into a new round ol joumllisti<'

Jn(l Ihrnk-t:rnk Plrcr.t.r]llkinH 0rt'r (llrrnl
It r henlly drc first tinrc Chinr hes lten

in rh( \ly{lighr slrll. thi.i tinr( \i,nt(lhinE
is clillcrcnt. The intnrccliate cirusc li)r the

latest lrurst of intercsl rvas tltc stecp csca-

lrttirrn o! tcnsion orcr l'RC Trr$.rn-l S rr-
lxti{n1s. stxrting \\'ith tll( crisir, (}\'cr Lce

Teng+rris ITS visil r ycllr ago rLn<l pclk-
ing rr)sr recently witll tl)c displxy ()f Lls

lnrl tlhincse neval g;lcr off tlrc r'rrast of
Tli\\'rn in \lArch. ()thcr flctors intlucle
the stcacll draining ol sanrl fronr the
IIong Kong hourgluss. tltc unresolvccl l'ti-

lxtcnrl lrS-China <lisJlrtes oT er intellectull
pr<4rn1' lnd ell:gcrl pnrlifi'rution of nu

cltlr u'elpons-rchtccl cleviccs, rrnd the
cant'cllution ol- visits lo thc tlnilcd St,ltes

lrr \lrnistcr,)l lilr(iNrl'fr:rd( :ln(l lio-
n(nl)ic (ix)pcnlion V'tr Yi :tntl l)cfcnse
Ilirlistcr (llli Hx()liiln.

At lrorlc. s'r, lrclrr tlrc cortrrruing
(lflrrrrl\',lt (,j' q'rrngrr's.i,rn:rl cx:rslx'rxli('n
\rirh (lhinr. csl,ccilllv over 'l:li\\'rn and

hunrrn rigltts, sltrlc fronr Chinx c()me'

cqulllv unrcnritting clcnunciations ol f<rr-

ei!{n po$crs wlro would assrult (llrina's

sovcrcignt\'.

N()\\' come-s thc- 1996 cditi()n of the
Anu.'rican lielult ()vcr r( n( wal of Chrnl .
\'ll- \ NST (\4.)sl FJv()red N:rti()n/N(, Slx'
.rill l'r(:atmcnl) rrtJlui.. Prei'id(nl (:linl()n is

cxlx-ttc<l to rcneq Mt\-,'Ns'l hy the Junc
J datc sp€rified in tls t'rdc laq,. Imnrccli-

ately rlrereahcr, wc will pnrl>alrly plunge

agxin into dcnunciati()ns ilnd critjcisnrs :ls

thc politicking lxgins ovcr thc expectcd
congressional Rcs()lLlti()n ()f l)isappro!'rl
this surrrner.

ll s l.leen scvcn years since thc qucs-
(i()n Iirst irrosc. shrnly alier'l-ixnannren,
rvhcther to rcnc\r'Chin.r's M[:N stltus.
'l hcre is a ccrlilin sanlcness Io thc
[4|N/NST delxl( k)day: mxny of the kcy
figurcs and issucs hrvc bccn around for

1ears. For st-arrecl r'eterans of ycar-uJxrn-

ycar of strategizing, nosec()unling. letm-
lTrrikling. spccch-nrJkinE, l('tlcr-writing.
nr()ncy-raisin8, ancl moncy-spcnding on

lxrth sides of tlrc issue. 199(r in s<lnrc

s'eys lcxrks like rnore of the slmc.
If therc are ncw clerncnts in tlre lnlx ()f

issues surrounclirg MFN/NS'l' this ycar.

thc)' secnr t() nre to l)e ts'():

I Tatwan Much of the nrosl intense :ilrs-

pi(ion and rcsrntorenl dircctcd {l thc
I']RC in tls p()litical circlcs comcs fronr
those s'ho ntost deepl_v resprt and ld-
rnirc Taiwln ind its re(cnt p()liticJl
irchievements and nho lrc rc'pelled hy
uhat the) pcrc(ivc to he (,hinu s lrullying
()f '[aiwan. To tlrcnr, qc nlrst fx)int out

that Greatcr China is x rcali{y. Triwan
and the nrainland arc linked by a vast

netw()rk ol cxpon-oriented Taiwan in-
vestments in the PRC. Very substantirl
Tai$an cc()n()nlic interests are at risk if
tls-China lrade unrrvels. Focuscd []S
sanctions ilgainst China over trade issues,

as p'ell as thc out.iglrt rcnx)val of MFN il-
sell srruld nrean pfl)hil)itively higher t)S
t.rriffs on the very pnxlucts that Tai*an-
orvnecl mainland factories produce for tiS
c()nsunlers,

f Sccudty The rcally big devek)pmcnl
in the past lear in the tls F)li(y dialoSue

on China has bcen thc rise of debatt:
()ver IJS security interesls in the face of
Cltinesc nrilitary development. The I'RC

nrilnery cxcrcrses x(('i,lnpxn) ing 'lJir\ lln \
recent cleclion carnpaign krbbed nrissiles

int() tlrc (1()slj vicinity of I JiwJn \ n)ri()r

;xrns. and inie(ed a highly \()latilc (and

j( )urnalistically apperizing) fu(lor inr() nn),

hroad c()nsidcrition of tis-China ties. Al-
reacly, we hcar voices at the eclges of tlre
spcctrum routinely idcntifying Chinx as

an "encnr)' of the t'nitcd Statcs. vt lrerr
runulyscs <rl secmingll lrtnign crrrnomic
hehavkrr (such xs the PR(ls reccnt pur-

chases of largc' quantitics of US agricul-
tural c()nrnr()dities.) as I lrarbingcr of
Chinu s futurc f,xd-drivcn -cxpJnr'i()n-

isnr," ancl so on. The MI-N/NST dis(ur'-
sion of 199(r surely will includc a nr-
tk)nal-secudty dimensi()n.
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For US business,

there remoins no

room for

complocency on

MFN/NST
(lhinil thit js sYstcrD:rticallv dcdicltecl to
lrr'()i(ling ca()n()rDi( xnd lrrde tic-s $ith
tlre lrnitcd slilles. \\'oul(l lx- in the thited
Sllrt(s intcrcst: in llrrt. eitltcr of those al

lcrnltivt,s *rlrld lx, [rr nrorc onrinous firr
l(nu-r(rnl tlS concerns lroth rcgionllll'
:rntl r',orklsitlt Ihlrn $r)Lrlcl the c()ntinued

crprnsi(rr of bilaterll Imde :lnd invest-

nrent lIlvs.
S() irs \\'(- plLrngt into this year's

M|N/NSI cxe(is(. cheaoring of thc dly
whcn tl)c.rnnuill collision rvill l)e e dring
of thc 1lrst, wc h:rlr to rccognize thc
slltc'ill [i'lttrres ol tlre 199(r clelrate: t]rc
i,rt('nsrt\ r,l-tlrc f:riulrn cl(rr(n(i tllc in

trocluction ()l' tl)c nJti()nxl sc('uli()' (,lc

Ilx,nl: .llxl tlr(, lx,s\ilrilrl\ rx't yct ll):rt(,ri.
lllizccl. thet Ntl.Ni NS'l uill lrccrx c en-
rnc\h( (l ln J)r( \r(l( nli,!t (':lntl).uEn
p('lit(s. l1rr'(1,r( r!(:i:.rl.l(s (,l tlrt l,trsr

ncss c()mmLrnity, firrnrulatecl ancl con-
r evetl by thc Iis-(;hinx l]usillcss (i)un(il
lncl its :rllics, rc(luirc cr(l)rcssi()n irn(l
carelirl. targctecl reilcrxti()n t() in)p()nxnt
auclitnces in Vxshingt()n end tlrrouglr'
(\rl lhe citics ancl lo$ns ()[ lhc IiDitcd
Slrtes.

f()r LrS busincss. llleac rcn]lrins n()

nxrrn for c()nrpl:rcency ()n l\ltiN \S'1. 'l1rc

lu('l thal UFN. NSf has nclcr quite cornc

Ir, Ericf \i (( l'ir\t (nr(rginli .r:. tr lrrttcr
conl()\'ersy in It90 ti)ll()$'ing'l iirnilnnrcn
(l('('s r)r,t rrt:.ln llrrt l\ll:\ \5l lr,(l:l) rs :r

done deal. Incleetl, thanks to thc rc-
pcrttctl 1'lts un,.l lt.tr,,lcning ,rl Pr:siti,,ns
over llte plrst vcar-lrnrl the cluncc, if
w()rse (\)rDcs 1() w()rst, tl)al lhc MI.N,/NSI

issttc will l:u'otttr.' l)R\i(['nli.rl (.url).riAn

lirdtlcr-tlu'rt' is n,, ,'ltnr,r' l)ul lo trv{'
the MF'N/NS I strr.rgglc tlrt utr)rost (t)n-
('entrirli()n it re(luircs. i,

YOUR POWERFUT

BUSINESS PARTNERS IN

WUHAN

QNGDAO

Your powerful Business Partners in Chinu are the
Ramada Hotels in Wuhan and Qingdao. Because in
true Ramada tradition, every tacility at our hotcls is

built around the needs of busy busincss travellcrs likc
you. Thoughtful efticient service. superb hospitality
and well-equipped business centres kl help you nrcet

deadlines or prepare for meetings. And now therc is

rrur Business Pannership progr nrnr('. a unique
package of privileges and savings specially tailored
to make it easier for you to do business. It nrakcs
great business sense. To lind oul nrore. or rcserve a

room iust call the hotels directly. or the numbcrs
below.

FoR RIJSERVAI"rcNS PI-TiASIJ ('AI-I, RAMAI)A ('TIINA HOTI]LS
HoNG KoN(J SAI,ES ANI) RtJSURVAI"I0NS 0I:[I('I],
TtsL : (li5:)17.1.10.1911 tAX : (ti5l)lJ67:1168
USA: I 8(x) 85{ 785.1

a

RA\.tAI)A ( lllNA ll()',l lrl_s : wUrAN . QIN(;l),\() . s lt trN lrl

RJ{\4.ADA
( ll I NA ll() r ]:t.s
'lr x s i: jl tli r,'i

Ramada Hotcl. Wuhln: t) TuihciYi Lu. Hirnkou,
Wuhan. Huhei Province. 4-1(X)15 PRC.

: (86 27) 578 7961i Rrx: (lt6'27) 571{9l7l/5U0 3581

Ranrada Hotel. Qingdao:39 Shundong Road,
QinSdao, Shandong Province, 266071 PRC.

Tel: (86-512) 581 468t3 Fdx: (86-5ll) 5lil 6777
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llerc. busincss ()fien is (iruti()nc(l t()

stll)'on txrgct ancl not lt'drxq'n int() ilr-
eas rvhcrc il sccoring!! lacks lhc crcrlcn
tills to offcr ()pinions. Ilut it is n()t J(.
ceptahlc to remirin silcnt in tht. lu.t ol'
the irnplicilti()n thxl l)ft).r(l ln(l l)(fitrhlc
econonric rclations hct\r'ccn (lhinlr xn(l
the Lhitc(l Sl:ttcs srmclur*'nrc n()l in th(,

[]S nllti()nil intcrest or in r()rDr \\ll\'s
nlrSln inrP('ril tltir,,rrrntr). h'nI.r(rnr in-

tcrcsts in the Asia'lhcihc rcgi()n. -li) nre.

thc surcst \\'xv t() gr.r:lnnlcc that l'5 secu-

rrtl rnlerests in A.i.r srll c,,rtfrortl .rn rnr-

phcirhle rnd unlricndl\'(lhincsc < hal-
lcngc in thc [utrrrt is to rlisnrantl( thc
frurrre$','rk ol' Jgre(r)rcDt\ Jn(l rn.riluli(,r)\
lh:ll lr.r. rul)lx,n('(l I \-( lrir).r lnr\in('.r rr(':'

since 1979.

T() lrrguc, as so re clo. thlrl Chinr's
eorergcncc ils rll( I.lslcsl-gr()wing crp()n
n)xrket f()r []S pr(]du( ls provcs tlrlt
Chrn.-r. in rts (\1rnr'rr (' cllntrrrrrrrn. is :r

threal t{) US inlcrests is l() lurn k)gic ()n

ils hr.r(l Neill)rr e (iltrn:r t,xr l),x'r. (li\(r-
ganizcd, (x olrscssccl wilh uutatky kr cn-
gtge witll tltc uotlcj ((()n()r]ty, n()r:l

AND
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rng Down

The PRC economy oppeors stoble for now, despite lurking problems

Nicholos R. ln.dy

l'el llrc prrsl ytlrt lrntl lr

llxll. (llr inr's c( ()nollry

Iru s lrccn:tchicving tltc
eltrsive "solt luncling.'

Chinus 1'xrlicynltkcr-s irrt' ox)ving ir)

tl)c right (lirc.li()n, tlrortglt vcry
skrull. lrs llrrgc slnrctrrlrl Irrrlrlcnts
l)tlrsist, ioclu(ling rcl'rrrrls (o lhc
Stirlc-o$'ne(l cnlLrl)ris( (SOli) .ln(l fl-
nencill stctors ll)('l)llC gr<)\\th t:rle
crnrc cloNn t() iusl l)ilrclv ()vcr l0
lx'r((!11 in ly)i :r lll()rc slrsliinrhle
rJlc thlrn in rcccnt t('irrs-irncl inllx-
tion busccl on thc rctlil pricc inrler
clecreasctl lrour rn lll-tinrc high ol
2l pcr(cnl in l(,){)r t() an a(crtge ol'

lftlrn(i l5 l)cft cnl hsl )cilr.
Chiox s tr:ldc. nrelnlrhilc. lt:ts

c()ntinur(l rpxcc. u itlr cxlxrn grouth
()l' rlnn)st li pcr<cnt l:rst tcar ancl

I Nicholos R. lordy is o senior bllow in the Foreign Policy

Studies progrom ot the Brookings lnslitulion. This odicle is

bosed on o speech delivered to the US-Chino Business

Council on Jonuory 31.

si()ri( s :rl)r)ul th., .'xetl lirlt, lr:rnre

ftrr ltrll ronvcltibilit)', (;lrinl. (lc
llcto, elrt'lrly hils (-!r-renl ll(-(-()trnt
( (nrvcrtil)ilit). l\1()sl intlnflcrs llrv(j
rclrcly lrt<css to lirlrign ext'lltnge.
unless thcy scek lr; prrlr'hase:rn
itcnl lh1rt is on u lird>irlclc'n Iist. llrrt
(or'rvcflihilily 1.I rs ltyon<l trerlc unrl

scrvia('s tll(rc is rtow Irtir'ly u'itle
lrcccss lo lirrtign cxallrngc t() sup-

p()rt k)rrrisnr lrnrl Iirr lirlcign'invcster.l
caltcrl)riscr, t() rcl)JlriJtc l)r()l'ils.
llresc:rrc pcrltl'ls thrcc ol tlrc nxrsl

inrp()rl.lnl t ritcrie h:r rr)clstrring
uhclher or rt()l .r (-()lrDtr! hrs
achic\'(d current JC( ( )rrnl (r)nvcn-
il)ilirf-frcel)' lvuilable lirrcign cr-
clrangc Iirr tnrdc, lourisn). rn(l p()[ll
rcpatriati()n.

(lhin:r's \\'crk blnking st'stcnr.

though. leavcs thc I'lt(i fxr ti(rn r(J)i.ving r'ePital :r,.-crrLrnl crtit-

vcnihilit]' $ithin thc next dc,.'eclt. \('itl) s() Ilxnv oon-pcdirnn
ing kr:rns. thc k)ng-tenD ri\ks lirr tltc ctrrrcncy ilrc:n) Ercxl thxl

nx)st Chines(' dcpositors srltld chxxc 1() ()htxin li)rcign cur'
rencr, if gi,en thc chrncc. 'llltt *rrukl likclv nrclrr llrnknrptrt
tirr the rrrain Chincse financial institult)ns. s'ltir'h urrr.rkl lt trn

:llre t() rncet their rlepositors (lenrln(ls l() $'ilhdrllu liln(ls (n

converl lunds to tirrcign excltangc. I i,rlil l)ll(- l)ilnki ltavc nrttclt

nxrre sound bahnrc shccts, cepitrl convcnilrilit,v rcr)luirls ()Lrl

of the question.

Br.rt thcrc hlve been a nttutltr ()l l)()silivc d,.v<{4,lntcnb in
Chinas c(onomy in thc lust l2 nnnrtlls. lleijin8s lDn()unct'
nrcnl in mid-.January ()f l S.i0(lmilli()n Yankcc hrDd ollcring,

l)lrt of which rvas srlcl as 100 yerr lxrncls irt sli8l)tly un(lcr J0{)

l)rsis points ovcr J0-yr:ar US Trexsury ln)rtds, is quilc ln rl(.

conlplishnrent. Tlrc ecortortty s gtxxl oveltll pcrlirrnltnr't fusl

ycar. based ot] Ittl cxlcrnal del)t iodic:rt()r5, ltcl|ctl rtrtkr.' tltc
offering possible. tlx\lgh l'RC exp()n 8fi)u'll) \:is tl)c plirnrlry

I The Chinq Busines Review Moy-June 1996

in)p{)ns up .rl)out l5 pc((nt. ]'hc l)R(-, $hosc trltlc balance

shiftcrl alrrrrxt Sll billron into tltc l>llck hst 1'car, hs cniovtr.l :r

trlde sLtqrlus li)r t\\1) vcxrs itl il r()$'(-1.'('p.10) -lhc trude lrel_

:rncc lras irnprolcd not thnrugh cun:riling inUx)rts, qJrich lulc
glrsn llirlr' rul)i(ll)'. l)ut througlt erpon in(rcxsts. Ii)rcign c\
chlngr rrscn'cs greu rlntntlticlllf in lD5. lrr roughlv S20 hil-

lion, ci[lsing s(rnc t]x)nctJr]'lx,li('y pr()lrrrrts. l]ccxusc Ihe ccn_

tral lrank lxrrrglrt trgr sontc ol'tllis li)reign cxchltttgc rcvcnue, l
signifi(nl inx)Lu'lt ol rcnnithi u'ls injcctccl lrrck into thc dr>

11l(stiC CC()n(nDy.

Tlrc I'lt(l is in r vrry str{)ng lx)srli(n l() in(re:lsc lhc degrcc
ol' (uflcocy c(rrvenil)ility. 'l lurugh I'R(i ()lli( ixls givc c(mllicting

tl
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focus
(\ntributing lirrtrrr. Though lirrrign rlilcct
invcstr'ncnt (trl)l) incrersed rl)or.rt 10 pcr-

cctlt iD ly)5, lllis g()\\lh mtc \\':rs k)\r'er
dun in re(rnt vexrs. l;inirll)'. tl)c lu(t thxt

urban ancl rrlful tuxl inc(nn(s \\crc up
significilntly ulso indicatcs lhxt ir soft
l:rntling is lting lclticvcd. Inflirti()n rc-
nrairrs fairly high, Irr.rt Chinesc peasants

:rnd urh.ln \\r,rkr'r\ xlik('xrc c'llrning
higher inc'orlcs in r(al tenns.

Itloving lwvurd fie mo*a

In many wxys, China is lxking steps

toward l rn:rrkct c('()n(,nr)' lllJsi.irq ,ni-
gration fr()n lhe c()untrysidc l() urbiln
rrqls, though tvidcly misinlcry)rctcd in
the Vestcm prcss as a tlrrcal t() social
strhility in llre I)R(:. r(prej'('nli' tlrU in
evitable w<lrkings of a nrarket ec{)n()my.

It is true thal the tcns of millions of pe<>

ple moving arrund China looking for
cmployment irre il \r()rry k) thc lrader-
ship in Beijing. llut tbis phenrxncnon
indi(xtes Il)xt j(,lrs ere no longt'r lx'ing
xll(),cilted as strioly as thel'u'ere in the
pJst. Oppltnunitics l(, (:lrn lriBlrcr in'
c()nres, panicul rlv for rural u,orkcrs,
th()ugh part-tirnc sellsonal enrpk)ymcnl
in the constructkm industry irc vcry it-
trilctive. Thc grp l)clween url)irn rnd
rur:ll tvJgcs in (:lli,1J is lrigh(r lllrn in
rn\' ()ther (1)unln li)r wlriclr lhcrc rre
<Lrta. This lurgc disparily is <luc prnly to
thc fxd thlrt it is clifficult f<rr Chincrc citi-
zcrls to clmnl{( tllcir plilce ol rcsi<lcnce

lcgall-v. though s()nrctinrcs thcy (xn
nl()\'e to r snrlllcr citl'. Thus. thc repons
ol rrlrnr p<tp[ rttr)\ing:lr(nln(l Lx,king
li)r j()l)s in (lltina slrould l)c vi(wr(l as a

sign that nurkctizxtt)n is ()((\rlring. |ur-
lllcr rclaxllti()n ()[ c()nt()ls ()n pr,rn]Jncnt

lobs in the url):ru secl()r sotrlrl hc
prclemblc t() Jll()\\'ing dcnr:rn(l li)r cnr-
plol,nrent kr st.r)'I)()ttle(l up in tlre tcnr-
p()rirry seas()nrl j(r) nrarket.

An(rther silo of in.relsing mxrk.tizx-
tion is tlrc rctlrrccrl rtleven<c of thr phn'
1,, J('luill c(r)n(nnr(' Jrt rlirn:rlnrr. t.hinl s

economl aclrrallr- is murlt ntore nurke-
trzcrl dr:rn tllc l)Lreirrrcrils $'lr() (onlrnuc
ttl .ltUrn UI l:lrtn. in B(rtinH 111i'gnizt,.

l,(x)king tt thc tiighlh tiivc-\'cxr I,hn
(tYI') in hindsiglrt. it iii clcir lllxl lhcre
slrs rcn littlc (1)nnccti()n hct\\'c(n thc
phn sct lirnh io lq)l) and rrllrt lctually
lurppened-nrlny ()[ rhe txrgclri wcrc fll-
lillr.cl sitlrin Ihrcc vcirrr. rrr grorrtlr in
(;l)l). trudc, rn(l Fl)l q'xs mu(lr rtlore

nrpicl thrrn rnti(iprl(rl. -lltough 
u1'rProvrtl

p()wcr {)vcr largc-sr'ulc pr()i((Ls in (rili(xl
\(('t,,t\ r(n).ln\ \\rtl) ll( rlir)).1. tlR linrr Brip
ovcr ull scctors urtcl lcvtls o[ thc etrrnr rrrv

About 44 percent of

SOEs were operoting in

the red lost yeor, olmost

double the percentoge

in 1992.

rus hicl out in tllc IrYP nrtrclel has Lxrs-

ened. 'l'hc traditi()ftll ()lc ol pllnncn to
allocatc nrachincn' and equipnrcnt is

glnc, substantielly rcduc ing the inlluence
()f rhc IryPs. Repois indicate that nrughly
25 pcr(ent ()f nrilnLrl_lr(ltlring ()rttPut n()$'

r'orncs lir:rn ioint lcntrlrcs, priv:rtc linus,

strxins ()n thc ec()nomy (.s(? p.19). Scc-

oncl, thcre is mr e'vidence thxt thc st.rgc

has lreen set tirr diminishecl rllrcrocco-
nonric flucnrattrns in thc l)R(: c(r)n()nr,v.

Indccrl. thc stcG of the ncxt inllilti()nJry
cycle erc irlrclcly cvidcnt in the Enirncial

sc-ctor. llrough lleijing $,xs srrc(cssful in

rcstricling tlrc ilm()unl ()l (rcdit th l is

frrnnclcd tlrrorrgh the lxnking s1'stenr. ex-
tcnding onl,v al'xrut five perccnt nl()rc
than th( tirrgctc(l anx\lnl hsl ycar, drerc

werc llvo ()fher nrai()r sou(cs of un-
planncd crerlit: rn incre:lse in krans made

l':y, non-blnk [inancirl institLrtions,
amounting t() nl>re dran Y200 hillkrn, and

the I'cr rplc r llrnk ,rf China ( PBOC):' in-
jection of rbout Y150 billion inro the
economy k) kcep the &rrfli,ri fiom ap-
preciating. 'fhe resuh o[ these devekrp
Dlcnts was thrt iU2. the broad money
supply. incn'asc'd almost 30 prcent last

year ( -r(,r, lal)lc )-

Intcr-cnterprisc debt, nreanwhile, con-

tinued to rnount in 1E)5. lJc(ause crcdit
rvas tightcr for pan <f thc ycar, Stare cn-

lnd rxhcr de(entr:llize(l

l):rrts ()l tllc cc()lt()ll\'-
exclucling to*nship lncl
vill:rgc cnterpriscs.'l hc
rn()st dvnllnric xn(l enlrc
plcnctrrill srctor. tlrtrs, is

gcnrrxling nrut h grr r$1h

xn(l lleiiilr!l hes lintitt rl
xl)ilil v lo shrpc tltis
8r()\\ lh. Thl)Ll.qh ( ('nlrill
Iutlcrs c':rn inlhren(c ll)r
vJriil)lrs th:lt al-lecl cur
nonric grostlr. thev rlr
n{)l ({rrtr0l thc c(()nr )rry

t() llr(j e\tcnt thxt tl)cV
clitl in thc prsr.

Unffnished business

Whilc China s le:rrlers

havc rcrrrrrplished nuny
()l lhcir nracroec()n()mic
t{ryaets. lrrijing s p()grcss

in rchieving s()me
Ionge,r-tcrm gol ls hls
bL,e n insufTicient. First.
SOtts still are losing
nr()ncy xt a very rapid
clip. Alx)ul +.i perccnt ()l'

SO!:s $'cre opcrirting iD

lhc rcd hsl yexr, xlrrr)sl
cklrble the percenrrge in

1992. xnd linancing SOlj

Iosscs 1lLtt en()rol()us

The PRC Economy in 1995

N()nlinxl (i l)l) sr,()t (i l)illi( rr

Rcal GI)l) gr()Nlh lltl'

Rerl GI)l, gn)\\th targct. llX 3.0,

Retail pri( c inllrli()n Ir.ll",r

(i)st ()f li\ ing in(le\ I -.1)/"

lbpulilti(nl I 198 l)ill(,ir'

:i57U'

s.i({l'

l'}cr(1rl)ilir (;l)1'j

()thcixl un(n)l)l( )) rncot r:rt(

s l9{f

2.yh

i\l l supph grrrvth 1i) -'

M2 supply grcwrh

Reserve money gro*th

Foreign exchangc reserves
(excluding gold)

l() ;"

10.6.i

$r-i.5 l)illion'

ll\(h.ur1.l( r.rtc I r li ')1,) \tj l5ll :l
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Per capitx urhiln incoole

I'er c:irpitlr nrml inc(rnc

SOURCE5I lnrcn ti(nlrl Il{nxlury liund. IrR(i }lini\rr!' ,,1 t-rl)()r.
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tcrpriscs J ccu mrr latecl rcccivitblcs
am()unting t() irbout YI50 l)illi()n. tllti-
nr:rtcl1. tlris rrrcars pr0blcnt \\'rll requirc

ln edtlitkrnal iniecti()n ()f rrcclit by Ihc
lunks. ll ll( iiing I'ril\ lo n):rk( ( nt('mfl:r('s

hlnks has lrccn crxrlluttrl. Itxving Oltinx
no cjoscr lo r viablc trrrnnterciel lratrk-
inE i.\ \l( tr) Il)J it \\ils t\\'r, \'(!rir.ll.l().

Whqt/s oheod?

li( ()n()nri( indicltors, overall. lrodc
u'cll l<rr a st()ng ec()n(ntti( pertirmrltnt'e

in 1996. Inflrtion qrultl trrttte in solttc-
u,hrr Lr*r,r this ycar rl)an in 1995, lrut
olrviousll' nuch will clcp'rtd on tlte pecc
(,1' (r(drl (\l).rnli(nl 'lhc Ruil Pri('( in-

dcx. ycuron-),:rr, grt,.r lry'.6 pqr('(nl rn

Janurry, down liorr fl.J perccnt in I)c-
ecnrhcr. Irnlike more tlcvcloped
ccomxnic-s, in Chinl thcrc is x 1,ery sh()n

lirg tirnc hetveen clungcs in lllc nxr)cy
supply and chengcs in inflati()n. s(n c
lrrul!'ts lr.rr,.' ,.r,ncltrrlctl lll:lt lll( lilH in

Chinil is ()nly about six nn)nthsi if the
nroncl supply cxprncl.i in drc firsI qu:tr-

tcr of l$Xr, priccs vv'ill slx)w ln in((xsc
lr1'thc third quancr of lyx). Any inlhti()n
firrer'lsl lirr such n ca()n()nry is ()hvi-

otrsly nrrrth m()re risky bccause thesc
lags are so shon.

lf llcijing chxs n([ l(x)ren crcdil et cn
rrcct lcratrng rJr( rn l(r()(). tl)cn inllxli,)n
f()r thc yexr likcly rvill lt krwcr tlun it

\\'us in 1995. lnfl:rtion in th( last (lu.rflcr
()l ly)5 \\'as (luitr krw----<kr,*'n lo 7'tl l)(r-
cetrl, l\rt c()uld ucll lrr ()n thc risc l)), lhe
lirunh <pr:rncr ()f lllis rtilr rnd cenxinh
by tlrr ltginning ol lD7. So l\1)ile infll-
tiorr is likcly t() l)c low <luring tltc lirst
part o[ 1996 xnd thc rv('rxgc r:lte in lq)6
is likrl! n) lr k^r'cr than it wxs in l})5.
inll.rtitn pnrbablv rvill risr lLitin.

(;hrnJ. tr.ldc l:.rl.rnre r' rrld tktcrirr-
r:rrc (luitc signilit:rntlf in 1996. (ll)inr
l)id r ltr(lc deficil in 199a l)trt wcnt into
sur;rltrs in 199.1r the sLrrl)lus rlrn()st
triplerl last tear. lful l))'htc 1*)i. (:hinir

hlrl startcd t() run J (lclicit. cxl)()rt
gr()\\1ll \\'xs slo$ing <lranrati<ally. ancl

tllc tr:rde lccounl wus actually in clclicit
in l)r'ccnrbcr- 'Ihc rclrson frrr the krwcr
gr()\\1h ()[ cxp()fls is tw()fi)l(l- I-'irsl, ll)e
retnilhi has appreciatcd gainsl thc
clolllr. und the clolllr, in iurn, ltls
slrengthcned xgainst x nunrlx'r ol (,lh((
(urrert(ics, s<t lllt: r'c r i bi excltangc
rate hxs Jppreciatccl <luite signilicantly
(,\'cr thc pxsl year vi:r-a-!is a nrxrkd l)xs-

kct ol lirrcign currcncics. second. llci-
jing lur lten rvhittling rury cxp()n in

ccnlivcs. Thc sharl) rc(lucti()n in lhe
rrbltc ratc on thc valuc'rdded tltri li)r
expxrneni dix'ouragccl cx;nns in thc lat-
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l'rallncc shccts continued to dctcri()rdle,
antl, by thc cnd ol 1995. their hx)ks \r'cre

nruch weakcr than lt tlte lxginning of the

y(.rr. lt(iiing hls ntadc n() pr(,rlr(ss in
\\'riting off pxst k).n l()sses. which make

t5

IO

5

-t s
ess

dcel uith clclt othcr on sotrttclcr crrr_

n(nl)i! tL,nl\, llrc pr,)i.p((I5 li,r r(l(,fini,)g
the Shtc<:rvnecl sector uill rcn)ilin l)lcxk.

The cconornl"s tra(litionll pllttern ()f
r,rrL: ol grrr*th lillli)$c(l l)) xr.r\l( ril)
rlersrlrcs is likcly to contintrc unless tltc
l'inancill systcrr is luntlrntcntally rc-

lirmrccl. 'lhc spc<irlizecl llnks. u'lrich are

still rcsponsihlc firr mosl ol'lhr credit itr

tlre lr.rnking r'\':'t('nr. lir(r'(l rrl('unlinH
k)ssl.s in l(-x)i xnd drcir int(Rsl flte nur-
gins cnrlcrl. At onc lx)inl in l(})5, thcsc

hanks wcrt plying over 27 pcrcenl on

dcporiit5 hul lctting S()l':s In)mr)\r' xl l()
perccnl ()r lcss. Consentrcnll,v. the banks'

rr1:.t Ltrgr' P.rn ol'bunk l)rtl:tnr'c' slrt:ct..

ln 199"i, (lhinesc lcldcrs cslll)lishcd
lhrcc policy l)xnks t() rrndcrtxkc Slxtc-di-

rc(I((l lcn(li ll lirr LrnA.tcntt ir.rns trr rn-

frastrrrcttrre pr()ic(ts rn(l pr()ic(ls $ilh
|cry krng puyoll lxri()ds thilt nr(cl (()nl-

nrcrcirl critcrix. Ilrc ncrv policy blnks,
llon,tvcr, lrrc n()t lrclpi,tg tltc sllccial-
izccl hanks ()l)crillt (r'r a norntrtl r.'ottt-

rttt rt ill lr.r:.r..rs intt'ntlt'tl 'lltt'rrr.rjor
srrrrce o[ lirn<ls lirr thcse grlitl' bartks

arc lxxrcls lhirt thc l'lt(Xl tirrccs tlte spc-

cillizccl lranks to l)uy.ll intcrcsl rales f-:lr

l)cl()tv nrrrkct nrtcs. (irnsc<1ucntlv, Icnd-

ing l), thc Jxrli<l hanks an<l slx'r'illizctl

Contact at YUANCHIN@inav.net
partners in China

I Consulting on Chinese law
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rcr half of 1*)5. Whilc PRC cxpons gren'

m()re than J0 F,rcent in 1D4 and ln ad-

diti()nal 2.1-2,,i pcrcenl in 19195, the rate

of cxpr>n grou'th rlnl()st ccnainly $ill
come dr>',r'n suh:itJntixlly this _year- In

January, exB)ns fell {).1 prcent 1.ear-on-
year. l,RC inrpr:ns. meanrvhile. almost
ccnainly r,r'ill pick up due to tariff cuts

and c.limination <lf inrpon qu<>tas and li-
censinla rcquirenlcnts fot orany sectors

effective this year. January imporl.i were
up 2.1 pcrccnt yeilr-on-year. tlnless re-

strictivc tllcllsurcs are taken, import
gro\\,th in 1996 will ()utstrip export
grourh, cxrJsing (;hina's trade balance to
er<rlc significantly in 19xXr.

Onc chrc k) (;l)P gronth rvill lx'the
cxfx)n scct()r, $hich u'es resrxmsible for
ab() lhrcc-lenths o[ thc gnrwrh of the
Chincsc cc()n()n1) in 1ry5. Erfx)ns ha\,c

lx'trrme cxlremelt tnlx)nlnt in genemt-
ing (a()n()nri( 8r()\rth, l)ut lllc cxp()rt
(t)ntribution t() (;l)l) in 1996 could bc'

ntu,.'h Lss tlrtn rn l(I)s. Jn(l <rrttkl p, r:,sr-

llly trcn lx z(r(, (,n :r n(t cxp()n l)rsis,

deFnding on ulrat hapl^-ns to the tude

halance. Consequcnlly, CDP gr()wth in
lfii till lt closely linkecl to consump
tir)n Jnd investnicnl pJttcms. \\hich. in

turn, rcly sonre*'hll on lleijing's credit

fx)lic'),. t inlcss ltt'iiing r-rs('s credit m()re

than seenN likcly xl prcs('nt. CDI) groqlh
may cven sk)\,r't() lhe ()fficial largel fttc
of 8 percent in llXr.

In sumnrary, thc outkxrk lirr 199(r is

quiic p()sitive. (iDP gro*'th should rc-
main strong and nranageable. Fl)l
should c()ntinuL- to he in thc $30 l)illion
range, though 1995 rnay have heen a

pe:rk ycar firr firrcign cxpihl invcslmcnt.
,{\ l)usin( s.ipc( )pl( kn(,w. c(rnlr:r(l sig,)-

ings havc n()t groNn as rrpidly in llle
p{$ F\1) years as in thc carll' ly)()s. and
no ec()n()mv cln ln: the \rrrld s hrgest
or xrr:nr.l-largcst lhsrrrlrr o[ li)rcign in-

!estment indefinitcly. 1'he tmde lralancc'

n'ill hc, less firr<rr:rblc, but tlut fll:ry hL'lp

China s intcm:fi()nirl inl ge. pr(icuhrly
in s{)me qu:lners of this countn rvhcre

cornplaints :lre rrr()unling .tgiinsl PRC

tr.Ldc prrctices. As (lhinx s {obal surplus
diminishcs. it rvill become ororc dimcult

lo sustain the argumcnt tlut China is xn
unJ-air trader. In large mcasure, thc US

trade defrcit with China rcflccts the high
US demand firr crmsumcr g<xxls. inclurl-
ing electr()oics, apparcl, toys. lnd
loorserr. tlr t in tlre plst *'ere rrtlrtle in

Tainan and [{()ng K()nB. R:tl}rer thiln f(>
cus on the l S trade cl(fir it with Chinl,
pditicians in this clcction ycar slroulcl
recognize rhc ficl lhal (il)ina hxs lx-cn
t-ar and a*'ay ()Lrr faslcst-gr()\a'ing exfx)rt
rnarket in thc last livc yerrs.

Inllation this ycar is likcly t() he lower,
but by early 1997, Chinx could l)e in fi)r
another ()und of spirrlling priccs. Such a

trcnd could pr<lmpt xn(rhcr ( rcdit ( l.rnrp-

down. shich wrxrld trunslatc through the

rest of the ec()nofirv in \l'llvs thirt h:r!'c

becn witncsstd in thr pxsl couplc of
)L.ars. tTltimfiely. rh()ugh. in ddition k)
:rdjustments hascd on key nrlcroeco-
nomic vari:rbles, Ilciiings lpp()ach t()'
rverd the prolrlenrs <lf thc lranking systcm

and SOE reforms \r'ill lrt (nl(irl () cnsur-

ing thc conlinucd gr()\\'th ()l thc PRC

e(onom)'. *'

New eubecribere in 1996 will receive FREE the 199.5
epecial ieeue "China'e Transitional Economy" (#144),

featuring:
Andrew (i. Walder. "China's Transitional Economy: lntcrpreting l(s
Signiticancc"

Peter Nols[ and Robert F. Ash, "China's Economy on thc Evc of Ref<rrm'

Martin King Whyte, "Thc Social Rools of China's Economic
Devclopnlent"

Terry Sicular, "Rcdclining State. Plan and Market: China's Rcfi)rms in
Agricultural Commerce"

Louis Putterman. "The Rolc of Ownership and Propeny Righrs in China's
Economic Transilion"

Nicholos R. Lardy, "The Role of Foreign Trade and Investmcnl in China's
Economic Transformation"

Barry Naughton, "China's Macnreconomy in Transition"

Steven M. Goldstein. "China in Transition: The Political Foundations of
Incremental Reform"

Jern C. Oi, "Thc Role of thc Local State in China's Transitional Economy"

Thomas G. Rawski. "lmplicalions ofChina's Reform Experiencc"
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Anyone's Guess

I Cotherine Gelb

Looking ot Chino's

economy in the

2l st century meons

moking some

weighty ossumptions

f Cotherine Gelb is o recent groduoE
of Yole Universit/s iniemotionol
relotions moster's degrce progrom with
o concenlrolion in Chino's economic
dwelopment. She is ossistont editor of
lhe CBR

Altilti*+*r:$f'
Surely. ntlnl' rr('cnt I)rcss rcJ)()rls c()n-

cluclc,:rl crrrrcnt gr()$1h mlcs Chinr's
gross &xrcslk pr()du(l ((;l)l') *'ill elsily
5lrrp.ri\), llr:ll l,f llr(, t nrlc(l Slirt(\ q.rrly in

llte ncxt r'cnttrrt. lnl,rrrtr.tl rlisr ttssirrns

rritl) se\,cful t)ltinl ccorrornists, tlrrxrgh,
sugqcst thlt (lllinl's c('()n(rltic ()L(kx)k is
llr lnrrn clear (ut t'n(lcrl\ing lhc long-
lcrn) pr()ir.li()ns ()l tl)( l'll(ls p()wer-
houx' crr:norn1, lltc qxplrts (xtrti()n. :rrc

less tlt:rn-prccisc ntcusttrcntcnts ltntl onh
tlu, n,sir.t .'l' il\5lrnrlnir)n\ Jl),,ut lk iiinl.
;rlrrlitr to r,.,s,,lrt, .r rrurrrlrt,r ,,1' (((,n,rr)ri(.
social. lntl p()liri(1ll (lililrDnrxs. \l'h(n
kxrking altc:rd. rt()st cc()!r()rl'lists $,()uld
lrllrcc. it is inrl)o xnt t() kccp in nrind
rvhich ke,v:rssumptk)ns suppon thc dif:
fcrent estinrltrs ()l Chinx s long-term
g()wthr whi(h vurilblcs will l)c irnp()rt{nt
in detcnrrining how nuny clccaclcs it will
be bclirrc Chinx's (;l)P is thc world's
lJrE(st: irnrl lr.t hr'* ,lifficult il rs l(, f, )rc-

crst the ellcct thilt (;hinas Gl)l' grrwth

',r'ill havc on tlrc country itsclf, us rvcll as

on the' rcst of thc rr,orlci.

Misleoding numbers

hst ycar. Jccording t() thc PRC Stalc

Stiristic l Ilurelru (SSll). (:hina s CDP
gre\\' 10.2 per(ent ovcr l(D.i, $,hilc ils t()-
txl Gl)t' hit Y5.lt trillion ($692.(r billion).
China's CDP has gro$n al an avcragc

rell nrtc tf 9 lx'racnt p('r yerr since (c( )-

nonric ref<rrms l)cgrn in l97tt, Ssll re-

fx)ns. Su(t figurcs lrc inrp(rsivc.I fi$l
gllncc, hut nn)st (jhinJ c(()n()nlists Jrc
quick to p(,int out that thc olficill PRC

real gnrwth rate ligrrrcs ovcrstate tlrc rc'
tual r.rtc ()f !l()wth ()l thc ccrnorDy. lr-
causc SSll unclcrcslin]lrlcs lhc inllxli()n
ratq in th(,s( ('rrl(ul.rtirrns lirr r'r:rntpL,, rn

Iq)4. SSli (Jl(ul.rl((l tlrt rrtuil Prirc in
clex, a standard nreasure ol tlrc nrte ol'in
flxti()n in an rc()n()rD\', rt ll.7 prrccnt
('\'(r I()t).t sslls (stirl:rt( lin tlt| rnll.tti,rn
ratc ()f Gl)P, hou'cvcr. was (ntly lr J^_r-

ccnt fi)r thrt y'car. Nonethr:lcss, cvrn i[
China s rcal (;l)l'gr()\!lh futc figurrs are

c()ffcdcd, nr()sl c(r)n(xrisl:i lrcknoulcdgc
that thc ratc pr< ubl1 urrLrld crcccd 6

lxrcent-significantly lrighcr than thc 2.5

percent avcrrt(j xnnuxl (;l)l) gn:$rh nrle

of fic Uniled sliltci'.
vtilc (;l)P g,rrl,tl) tnly lT skrwcr than

SSI) rep()rts, ec()n()mists stress that thc
PRC'S k)/4/ 6/)f is signifi(xntly lirrger
than official estim;rtcti-l)y xs nluch rs J0
percent, according to sonrc unulysts. This
unders:tatcment of trxal outPut cln lx, al'
trihuted in pan t() tl)c legaty of the cen-

tral planning era net ur('ri:ll pr()duct
measurenlent nrcthtxl, which ovcrenpha-
sizcs me-a-suring induslrial ()ulpul rnd un-

dervalues services. l,()q, (;l)P cstimatcs
arise, t<xr, fnrm thc inadcquatc rcach <rf

price suncys, lc.rding to thc unclenegrrt-
ing of nrral services lnd tou'n and village
entc'rprise ()utput (tll()ugh s()nlc I'RC (rn-

t2 The Chino Busine:s Review Moy-June 1 996
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cials clainr thrt some interk)r provinces
tend t() ovcnitilte output).

The pioure may txtome clearer in the
future. s Ssll is \.!'()rking t() c()rrc(t thesc'

mcasurcment flaws and the offrcial fig-
urcs are inrproving quickly. Tamar
Minuclyan-Ating, senior economist in thc
China and M()ng()lia Depanmcnt of the
\,)0orld tsank, rcfx)n.s that sin(e 1994, SSB

hls incrcascd scrvicc-secl()r ()ulput fig-
ures t() c()rrecl f()r the previ()us under-
counling of such sccl()rs in GDP csti-
mltes. As a rcsult, thc offrcial CDP figurc
in 1994 was 10-12 percenl higher than
lrcf<rrc thc com,ction.

Corcful comporisons

\flhcthcr China s lruc rate of GDP

,qr(,Nlh is (klser t() () ()r I [x.r((.nr, th(.R. is
lrlllc dlixlrc('m('nt lhJt ils (('r,n()nty is

m()ring al a fast clip. 'l'hough this is a re-

markablc fcat in irx,lf, rnuch of the recent

cxcitcnrcnt (rvcr thc mpid cxpansi()n of
thc, PR(l ec()n(xn)'ariscs from cdnpar,
isons brtu'ccn (lhina and developcd
cc()n()olics such ls thc [lnitcrl Sktes and

Japan, which g()\tr'more sk>wly. Adding
t() lhe c()rDplexity of thc story, thcn, is the
(lucslion ()f how to compilrc China's GDP

6grrrcs with thosc of other (ounlries.

CeorScto$'n I Iniversity econonrist Al-
lrn Kcirkl rDirintirinr, lh:rl tltc nur(lusinll-

Chino s GDP per

person is still quite low

compored to developed

countries.

fDwer-parity (l'PP) nretlxrlologl'. widcly
publicizcd in reccnl yqlrs ls an altema-
tive t() tr:l(liti()nal mctlxxl$, yiclds l)etter
estimatcs of the sizc irn(l lir()wth
prospects of (:hinx s Cl)t, in (r()ss-(r)un-

try comparis()n (.\'(t, p.1.1).'lhc truditi()ruI
GDP comparis()n. lh(,cx(hxnge rxtc (At-

las) methotl, (\)nvcrts (lhinx's offi(irl
GDP 6gure kr dollars using J lhrce-,vcar

averagc of the tzzrilbl<krllar ex<1unge

ratc. Uy this meth()(1. (;hinxs (;l)l' per
capitr in l+)2 wrs $.i70. rcc()rding l() tlrc
li/orld llank. Am()ng rlrc pr)hlurs \ irh

this meth(xl;lre tlut n()n-tI:rd:lblt: g(x(Ls

and services are rrntlcrcotrntcd. rvhilc cx-
change nrtc fluctuelions can disk)rt a(rrr-
paris<>ns fronr onc yelr to lhc ncxl.

Thc PPP lpprolclr. on the other huncl.

takes rcrrrunt of tlrc fact thirt pri(es li)r
seniccs in China irrc k)wcr rclirlivc lo lhc
tlnitcd Statcs and other (lcvr.'krpcd coun-

trie's. ln tlrc()ry, thc I)l'l'nretlx)(k)logy re-

quirL-s extcnsivc price srrrveys llrlt nrea-

sure a country's output. Prices lirr diflcr-
ent componenls of GDP in one counrry
are then compared *'ith prices firr compa-
rable gocxls and scrviccs in ()thcr coun-

lrics using ratios, or price indexes. Irca-
suring China s GDP in this \!ay, many
economists feel, more accurately repre-
sents r,r'hat the counIry's l()tal (,utput is

*()rth-aod how nruch Chincss citizcns
can rfforcl-rehtive t() ()thcr c(,untn(s

The PPP-derived GDt, figurcs, when
first published by the Vorltl llrnk nd
the Inlemati()nal Monetary Fund in lq)3,
led to a f1urry of press repons that sucl-

denly China had the world's lhird-largcst
cconomy-and was likcly t() catch up
quickly to thc United St{tes. In what
secmed an instant, China s k)tal CDl, fig-
ure tripled becausc thc fint PI,P figures
for China put pcr crpit.l (;l)P xt ovcr
$2,m0. And estitmtc's of l0 perccnl lvcr-
age annual groslh on top <f this figure
understandabl.v led to predictions of
China s futurc ec()n()mia donrinancc.
Ho$ever. Keidel lnd other analysls cx-
pluin that thc l0 f^-rcenl gr(xuh pr()i(-
tion is basccl on SSB'S (;l)1, stitlistics. not
PPP measures. and thc nrixing of thc ru'o
melsurenlent tcchniques Bives I n)islcad-
ing picture. Funher, though China s loral
GDP m y be among the worlcls largest

according to PPP figures, its GI)P pet per-
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J{OIE& l97tl-r5 \raludi an dcrivrd fnxn rhe Srarin*:al ltarlxxh ofthnu ',n(l (hirkt lkDnbl sk//alkx.
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AAeosuring Up
V'hcn it rrrrncs t() c(nrparing thc size o[

(;hini s c(()nonly to thrrc' o[ rlther coun

lrirs. thc nunllx,rs (xn l)e dccei\ing. The

lrvo lusit' ntrtlt<rls cc()nolDisls usr t() mex-

surc grrxr ckrnrcstic pr<xlud (CI)l)) across
(ountrics. Atks rnd llrrchlsing gru'er par-

iry (l'l'l'), yicl(l very clifierc'nt estimales for
China. 'lhr lechniquc tnt(litionrlly usccl by
thc Worlcl lhnk und otllcr instituti()ns to
comparc (;l)l). known as thc cxchange
mtr (Atl:rs) rncth()d. convcrfs Chinx's rt,//-

,rixlri figurc for (il)l'-with adjustments

lo ()rect li)r l'll(l Stxlc Statisticrl llureau
(SSll) shofl((nrrings-{o []S dr)llars using a

traclc-u ciglrtcd, lllr(e-)ellr averaged ex'
chlngc mtc- Thc I'l'P rrrcth(Kl. bv crntnst.
llscs sunc) (lirtx () ()l)hin pricrs of differ-
ent (()nlF)nenls o[ lrl;rl output. fnrrtt ser-

vices to industrilrl oulpul.'l'hc pricc data

for (;l)l) ((nrrponcnts ()f a gi\cn country
are lhcn ((nnp rcd lo tltrnc <f other coun-

tnc\ using prt'c intlcxe.,. to dcntc rehtivc
priccs for thc slrnlc (\nrponents across

counlries and, finrlly, k) anivc rt x PPP-

basecl Cil)P figurc in (lS dollars.

Using the cxchange rrte method, the
\?<:rlcl llank calcuhted Chiftr's per capisl
(;Dl' in 1992 ls $470. This nleth(xlology
suffers fr<ln two sc'ts o[ distortions,
though. F-irsl, when it corrrcs to develop-
ing c()untries likc Chinr, non-tradable
g<>ods and services such as food and
trxnsp(rrtrli()n arc muclr lcss expensive
than in lhc devck>pcd world, in pan [x-
c:ruse thc cost ( lalx)r inputs is compara-

tively l()w. As a resuh. the exchangc rate

conversion nrethod nukes Chinese citi-
zcns, de*pite nearly nvo clccrdcs of rapid
g()\\th, appear lo ht' able to afford much
less than thcy rcalll can. Sec,)nd. since

Chinr periGlically devalues the nerr,illlri
against other foreign currencies, compar

ing sstl fi8ure$ lronr ycar t() vcrr crn
causc Chinx's pcr capiti (;l)l'. c()n\'€n('d
b;'the exchlngc rutc lnclh(xl, l() Ilu(untc
accrrrding t() (hxnl4cs in lhc rcrrliubi-
dollar exchangc riltc. And the PRCS ad-

minislratively c()nlr()llcd rc tni hi cx-
change rrtcs havc rc\,c(ccl rt tinrcs t()

rrnrrffirirl nrtcs ()l' (x(hln8e lirr tirrt'ign
currencies, sLrggcsting thxl c()nvcrii()ns
l:ased on oflicial l,RC figures do not rep-

resent the tme rkrlllr vlLluc of PRC per

capita (iDP.

A difforcnt opprooch

ln 199J. thc lnlcrnilli()nill l\'1()nctary

Fund (lMF):rnd thc Vorld llank puh-

lishcd Pl'Pirastd calculations of GI)I'firr
c()mpilris()n acr()ss c()unlries. lhis PPP-

bascd mc'asurcnrcnt. most analysts agre'e.

cornes up uith :r lxiler pi('ture ()f \hxt .r

rypical Chinc*'(itizcn ciln alkrrd in the
d(nnestic nlrrkcl. It rccounts frx thc- fatt
that lhe rel:rtivc pri(cs f(,r sul)si-

dized goods lncl services like
housing and bus l-ares are lowcr
than the priccs of thcsc same
g<x>ds and scrviccs in the vcst.
lyith thc publication of thcsc
nunrbers, China's 1992 GDP pcr
capita appeared to increase from
$470 to around $2.000.

But, as GeorScl{)wn llniver-*iiry's

Aiben Keidel grinls or,rt, the cur-

rent PPP figurcs lirr China alrc suf-

fer fronr significirnt dri$backs. fi)r
more than 25 yearc, the United Na-

GDP Per Copito for Seleccd Counhies,
1992 (PPP-bosed estimoie)

I'nilrd stlrtcs ll l.llr)
ll()09 K(nrg lill,ol I

.lirl)ro ji19,920

ri s.r)ts

(llrin.r s l,8Jn

Inclill

SOURCE: I'tnn \\()rld l.rl)1... \,.r1 i{,

tions has supponcd thc Intemational Com-

pxrisoo Prcje('t (lCP). which c'onduc-ts ex-
tensive price survcys in more than 150

countries. flnfonunately, the ICP has yet to
survey China, so the pr<{ect irlstead relies

on secondary pri(c data. Sccondary price

capira GDP in 1992 pale{ in comparison

to other countries-$ 1.838 in cunen( dol-
lars, while the Uoited Statcs wcighql in at

around $23,220. Most economists would
agree that the per opita compariv)n offeni

a more accurate refledon of the we.rlth of
a cou ry's citizerl"s.

In shon, no tcnl frrr GDP compads()n

berween and among econornies is per-
fect. The PPP-based GDP measurements

can offer a more accurate reflection of
what the typical Chinese can afford in
China. In contrast, the exchange rate
method remains useful for undenunding
how much this same Chinese person
c.ould purchase on world markers.

Top Fiw Counhies in lotol Output, 1992
studies cnc<rmpas.s a

much more Iimited
number of goods
and scrvices, mak-
ing the figures for
China subiect to
more significant
margin$ of error
than the first-hand
ICP figures for other
countries. The Penn

Vorlcl Tables. *hich

Atlos/Exchonge Rote Method PPP Method

2. tTnitcd Srrtcs

J. (;rfltrirn_v 3 CHINA

{. }'[lrtcr

5. t:nitrd Kirrgd(rD 5. Indilr

SOlJlCf,S: l'cnn \\,,rltllrlrc\. \lr.k 56 Vi'rLl lkft+D',ft.lt Rqxin. tt)(rt -(:a,berine Gelh

t1 The Chino Business Review . Moy-June 1996

rcfx)n PPP-based (;l)P per capitr figurrs
using ICP drm, estimatcd a I)PP figure for
China in 1992 tlrat u'as approxinralell
52,700. luost Chini ccononrists licwcd this

ligurc rs much trxr high. Tltc l(Irs r(1i\i,)n
5.6 of the Penn worlcl Tables offers a

rnuch lowcr figurc for 199] pcr (JpitJ
CDP in Chind of $l.ll]lt, which is gc-ner:rlly

considercd closer to thc nrark. t)Vrlrld llank
cconomist Tanlar Manuclyao-Alin8 rcp()rts

Ihat ICP survcys arc forthcoming for
Chin,

ilte lig picturc

Further cause tbr confusion lies in thc
u.e of t,lal CDP to t olnp:rrc thc econ<nrit

size (and werlth) of countrits q'irh difli,r-
ent ;rcpulation-s. By ranking countries b,y

()ul GDP, based on lhe PPP melhrxlol-
()g}-. China s ec()n()my is thc third largest

after the united states xnd Jirpan. llut $'ith
such ln enonnous lxrpulation, Chinr's pcr

lhrril:rn(l

1. Ihrte(l surcsI Lrl)xrr

2. Japan

.i. Germany
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r'(r, is still (luitc k)w ((nrprrc(l to clcrel-
oped c()untrics.

lnb llre next century

L'sing thc I'PP nrcthrxkrlogy. Kcirlcl
has nto<lclcd (lhinl s [ulurc gr()$'lh
prospc('ts in compJrisr)n $ith tht t Initc(l

StIlcs, prr,t(( ling llr( srr( .)l (;llin \
cc()n(rny (nll t() 20i0 undcr thrcc s(-rntr-
i<x. His nrrxlcls alirs'f<rr clilli'rcnt gnruth
ratcs dcp^-nding ()n such varirlre' as c()r-

rupti()n, tr:r(lc $lrs with ft)r(ign (r^rn-

tries, the stahility r>f thc domcstic Jxrlitical
envir()nrlcnt, and relxti()ns rl'ith tlre
lhitcd St.ltcs. In thc fint s(emri(), (llrina

is able l() nuintain ir stal)lc d()nresti( silu-
ation, low levcls o[ comrption, and an cs-

timated .rnnual GI)P gr()Mh mtc of 7 per-

cent. By 2015, the llS ec()n()my w(nrld
still lx largcr, evcn assuming it g()ws rt
a steady r.lte of 2.5 perccnt growth. Tlte
tls (;DP would reach $11 trillkrn crxr-
parcd t() a t,RC 6gure of $9.{.t trillion. lJy

2025, under this scenari(), Chinxs (;Dl'
woulcl exceccl $17 trilli()n, while the
Unitcd States would tmil with r (;l)P of
$l{ trillkrn.

llnclcr a seconcl set of assumptions, in
*'hich trade wars \4.ith the United St rtes

ancl othcr nxti()ns sl()G, China s GDP
g()\\Ih t() r 6.5 Prcent avcrage annud
rrtc, by 2025 the Chinese and the us
c()nonlics rvould he neck and ne<'k. Ii
undcr Keidel's third scenario, US-China

relations are panicularly smff)th, the PRC

could achieve annual al'erage growth
nrtes of ll.5-9.5 percenl, Ieading the PRC

t() ovcnake lhc tlnited St..ttes in total ()ut-

put l)y 2015.

Kcidcl fx)inls out thltt under the most

optimiilic sccnari()-in q'hich China suc-

<:ssfully mobilizes resources, purchases or
ir.quires sufficicnt tcchnology. and experi

cnccs nlinimxl s(x'ial unrest-{hioa s CDP

per capitr would surpa-s.s that of Thailand

in a decade. Though irs total GDp would
r^u largcr than that {,[ lhe United sutes. it

would still take mrny years for the aver-

age ()hinese citizens incon]e to catch up
ft) that of the avcr.rge Amedcan, cven ad-

justing fcrr relative prices, as the PPP mea-

surenlent method does.
'I he growrh of china's economy also

lringts on what happns on a number of

()thcr fr()nts, K!-idcl p()ints or.ll. Il is not

clear, lirr exarrrplc, rvhcre the rcsources

that Chinl rvill nec<l to sustirin r:lpi(l in-

dustrial B()wth will trrmc lnrm. ancl what
rflect tlcnrands lirr such rcsrunes. fr<xn

gnin k) ir()n. rvill hrvc orr thc rest ()f thc
qrrrld. Ancl. o[ u^rrsc. p()litical slabililv
qrll lrc tltt'trnchpin of \tJl)lc cc()nrlnti(
g(r$'th- l)cspitc lhcsc rnd othcr fx)tcntirl
stumlrling hlocks, though, Kcidcl says.
''Thrrc is n() qu$(ion thilt Chinr's ccon-
onry rvill lx tlrc urrrld s lrrg(,st in the ncxl
cenlury. Thc onl) questi()n is wirrlllcr il
uill lt in 2015, ()r 20.10. ()r 2050.'

Counting the ossumpions

In gcncnl, tlr()ugh. lcw cc()n()mists arc

comfortablc ab()ut rerching s() far ink)
tlrc futurc. TIte Worlrl []ank cxpects
China s GDP k) grow ill an averlgc lille
o[ [3-9 pcrcent pcr ycar through 2004,

similar to Ilcijing s ()wn lrrgct-xn'
nounced in Marclr to thc Nirtknlrl l)qo-

ple's Congrcss-of ti pcr<enl annual
growth th()ugh 2000. Scni()r vorld tlank
econ()nrist Ma nu c ly;l n-At ing cxuti()ns,
howc'ver, th:rt a variety of (irculrslances

" As of March 1996 , 100 leading ccrrlpaflies ftor Ausffalja, CanaAa, Fi and, Frurce, Genwry, Hung
Kong, Jaqan, Malaysia, Taiwan, the United Srates, Swedm, and Switzdlond lwve chosen m Woe in rhe

Beijing Econmnic-Techrutbgrcal Deuelofinert Area uith a md projecud inuestmen of $810 mi[im. The

outpfi uohe of tlese vennnes b expeced a rerch 30 bi[ion Juan ($3 .6 bi[ian US dollars) , u aqfioximarcb
10o/o of Beijing's nnl ourput ualue, b tlv enn of the Jeat 20N."

- LiongYuewet , Presidmc ,
The Beijing Economic-Techrcbgical Invescnart md Devebprnent Ctnporatian (BETID CoO.)

a BDA is a high-tech oriented ETDZ. Companies locating in BDA can henefit from Beijing's
being China's largest and richest science and technology market.

a BDA provides an attractive and stable geological platform for construction offacilities for a
variety of businesses, residences and govemment offices.

a BDA is the closest ETDZ to the nation's capital and offers the information, market, irnd
contacts that such proximity provides.

FOR MORE INFORMATION PI.EASE CONTACT:

Donald W. Vollmer, President, Beijing Development Area (USA), lnc.
Washington Mutual Tower . 1201 Third Avenue, Seattle, wA 98101

Telephone: 206/627-6570 Fax: 2O6/62L$57 L

The Beijing Economic-Technological Development Area (BDA)
The People's Republic of China

Moy-June )996 . The Chino Businesr Review

WHY HAVE SO MANY LEADING COMPANIES CHOSEN BDA?
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could alli,cl (ihinus long-tcnn t'rononrir'
[rrllrrc. Anl l)fi'je.li(n) ('f \ hcrc (;l)inx \
econor:rv will lx' in 20 y(':lrs or nrorc hrs
t() tnake s(nDc ilssulltptir)11s llrout thc
gkrhal cconrxny, shc sr_vs. ancl ils ll)ilit!'
t<> rlnorb China's cxpxnsi()n.'l'his uruld
n()t lx thc cilsr in pr)jc(ling lllc lirturr
gr()$1h ()f a snrallcr country. she aclcls.

''s'hiclr u,ould not afllct torld trends:rt
tlre nrargin :rs srtrkl the PRC. A snullct
countq s()uld n()t llxvc ntrch inllutnce
on $rrrld tr:rrling p:rlt(nrir ()r gkrh:rl t rrri-
ronrnenul dcgradltion. li rr cxanrplc.

An()thcr J\sur)pti()n lltJl illlc('l\ (\ti-
nrltcs ol the suslainxl)ilit) ()f (:lritus cx-
pinsi()n is slretlrer infklvs t:f lirrcigrt cli-

rcct invcslnrcnl pr()ve k) l)e consislent.
Mlnuellarr-Ating sx)j.. rln(l \\lrcth(r in-

vest()rs.rrc $,illing t() lrolcl ntorr'lncl
rrx)re Chincse asscts. Jhe rvillingnt'ss to
hold PRC xsscts (lcpcnds, in lurn. ()n
Chinl's p()liti(rl situuti()n xnd pr()sl)e(1s,

as r,cll ls ()n lhc ca()n(rni( nrlcs ()l rc-

ttrrn rrn l)ll(l invr'slrr)(nt\ irr ((, ll):lfls{nl
with those of ()lhcr couDtrics. 'lhe glten-
tiJl (ncrg) .in(i tix'(l ('on\tGrint\ (:hin:l is
likcly to tucc down tlrc rol<1. t(x). (r)uld

:rfltct rtot ortly its gr()\,'th. l\rl ls() tll( xl-
In( livencss ()f invcsltrenl lllurc.

5()r'iirl pirllcm\ rntl rltrngc. rn l'R(. sr:-

cictl' llsrl $'ill plal u r()lu, n()tcs
IUJ nucl) Jn.Al rnE. lix cxuntplc. r.,.'onornrr'

gr()\111r in lhe I'R(l $ill (r)rlinuc l() de-
ptnd on China s higlt s:rrings crtc. $'hirlt
is l'xlth en cnginc Jnd rn ()utc()nle ()[ cc()-

n(nrric gr(^rrh. :rnd has l^-cn cn'ditcd s itlr
[r.reling nttlt ol (-hinus dcvck)lrncnl t()

rlatc. Antl rltlngcs rn <Lltogrlphir' 1'ret-

tcrns $ill hs cru(irrl tr) (;hinx s [ulurc
rc(nn)m\': lhc ()nr child poli(\'. li)r cxanl
plc. s'ill nrcln l surgr in tl)e pr()p()nir)n ()[

cldcrll' to urrrking-.rl.tc (ilizcns in Chinx
l)y 2015. (lx.ing lirr this hrgc elclcrly 1x1.r-

ullrtion dosrr thr: nrld could solk up rc-

sourc('s th t othcNis( \\'()ul(l c()ntrihutc t()
cC()n(nnic (l(\'al()ptrlcrrl

I)cspitc thesc likcl) (rnNrminrs rr) l'll(.
gr()wth. lhcrc :lrc p()sitivc in(licll()rs ()l'

tltt sttstrtinulrrlity ol linrr.l-t(nr ('Jil)Jn:ir)n

Mrnuelyiln-Aling nolcs that (lhinxs cro-
n(rnic rcf'oflrrs to tllrtc hlrvc hclpcd to rc-

duce thc sizr' of lhe Slrtc se.tor. (i lin-
trccl sltifiing of rcsouttcs l() ptivlltc. nn)rc

etficicnt entcq)riscs rvill bc ncccssarl lirr
fu[rr(] pr( uctivitY g{ins-

i)LlndinI ir rtl(,r( ('lLrlr(,u\ n()t(. l)iiln('
You'cll, Ilongkonglllnk s dircctor of
(.hinl rr.'st.:rrr h. \\'llrns Ihxt Prr.,rlirting

Chino! exponsion

will not be driven os

much by productivity

growth os by the

occumulotion of physico

copitol-o r sovrnos

\\hcrc Clrin:L \\'ill be in l0 )cars is "s(nre-

dring of a game. The safest p:rth, slre

tcels. is to prcsent e numlrr of dillercnt
scenari<x. :rlong the lines of Keidcls cx-

crcise. She notes that much ofthe cliscus-

si(n'r ()\'rr Chinx s inetitahle grouth is ex-
lrggcratc<l encl cites uneven gro\th rs x

r)riljor pr(r)len). Incorne distrilrution, lirr
cxltrrplc. is lrecoming increasingly trn'
cqual l-utwecn thc c()lsul rnd interi()r re-

gions in (ihina. \trithout hclp fr(,n llci-

iing, (lhina's rcn]()tc rural lreas coulcl lx'
lclt cven tirnhcr hhind in the firrurc.

\'ouell ucknon'lcclges thnt the l'lt(l
It:rrlc'rsltill . gr)rl r), t((lrnt,l('ll) (lrircn
grorrtlt hls becn rtletively srrcccss[r.rl.

tlrough. und l)clieles thxt the I)liC cc()n-

orlt eotrlcl gnr* :s ntrrch xs 10 perc(nt
prr 1'r:rr frrr the next declcle. 'Chinr's rc-

s()ur.c F)tentixl is grxxl, shc n()lcs, and

lh( ]'lt(: is taking the nt.'.ei\:rn stcp:r k)
lilp int() lrrgc p()lentixl rxN mitcrials
.r,rrr,.e. in r(rlt,)lc. r( v)ur('c-ri(Jl inleri(,r
provin(cs li'iiings Jxrlicics and eflirns et

institutk)n:ll rcii)nn. mcrntrtile. arre nt()\-
inS rh(, ((onr)ll)\ in Ilt(. righl (lir(,(1i(,n

Still. shc points out. n() c()untn'in thc
srrrkl lr:rs crpcncnr'c(l r(, \'(lA (,1 (1)nsis-

trntlv lligh gr()\\th $'ilh()ut sk)\\'ing d()\\'n,

tl)()ugh Chinil could lrreak the molcl.

llarn Nlughton, ass()cilrtc profess()r xt

thc Ctirdu:llc ilr(x)l of Intcmltional Relx-

tions nd Pacific studies at lhe llnivcrsit)'
()l Culilirmi:r rI Sxn Dicgo. sl'ures thc <1u:tl-

ific(l optinrisir of lris colleagues ancl cx-

I).rn(l\ ,)n .rnUlhcr .ri,P( cl oI Chin.r'.
gronth. In his rcccnt lxxrk, (;touiiq (\tl
rl thc l'lau, hc ohscnes that Chin:r's lulurc
oLrtput grruth n1.ry not lead kr krng-tcmr

\\cll':rr(. i0)pr,)r'c l(nt\ :,)r)te Iir(lr,ri(\
huill during the central plunning era.
though profituhlc and al'rle ur expitnd clur-

ing (ihinx's turrcnt tmnsition:rl phasc, ure

inclli(ienl in thg c()nlext of l nr:rrkel c<rrrr'

r)mv rn(l urcntu lh \\'ill have to he ckrsc-cl.

1'he upsiclc, llx)uglr. is tllxl (losing lhcsc
incfllcient Iir('t()rics could nrake way lirr
rnrrch r ore pnxltutivc, priv:rtc (nrcs. l,ik.,

othcr eaon()nrisls, Nlrughton comnrents
tlrat instrturi()nul rcfonDs. including bank-

ing rcfrrrms, u'ill need to conlinuc if thc
PRC is t() nuintxin its stcatlv gnr,rlh nrte.

Ifie key is prodrnivity

Ecln)in8 tllc Vi)rld lhnk s eslinrlle,
(iolt[nln. Sachs & (]o. ccomrmist Shan Li

prc{itrs thlt Ohin s rrcrxg( xnnuxl (;l)P
gr()ivth r:rte c<rukl *'cll lx,U-10 lx,rccnl
()\'cr th( ncxl lw() dccitdcs. lle shltcs th:lt

rhc c(xnmitnlcnl of thc ctntml lcedrrship
l() c(nttillucd cconrutic rcfonns lncl tltc
cntrcprencurirl spirit of tltc Olrincsc pop
ttl.tlr,rn urll Ln:rlrlt tlrL nnrr( ('lfi(irnl pri-
vlllc sc(l()r t() outPJCe tltc strtc scct()r.

llis pr)ie(1i()n ()[ fulurr gr()$tll rcsls, t(x),

on srr<t cvi<lcncc ils thc higll l'll(; sav-

ings rrtc, rcpofle(lly a s()lid ,10 l)c(cnt ()l
(ll)l)l rnd sleldy imprr)vcn)cnl in thc elfi-
cicnl usc of inputs.

'li) nrclsLrrc cfliticncy, Sh:rn Li lnd
()thcr cc(xr(nnisls kx)k irt t()hl filck)r pr(F

dUcti|ity ( lljl)), rrr tlrc rlifli,rr.nr.e l)Ctwcqn

thc nltc ()f gr()\\,th ol l'rrul oull-rut lnrl thc
rltc ol groulh ol strch inputs:rs lllxrr
runtl tlPit.rl ll .l ('r\rlln"\ Tl'l' is I]l'\ititc.
thcn ()utpul is Brc)\\,ing nlrrr <luickly tlran

inputs, s() inputs lrc lrting uscd nrrrrc cl:
fici(ntl1. II llil'ir zcro. in (('()n()nlv rir

t1()t rcrllv g()$in8 l'rut rrttlrcr is ntcrclt'
rrrolriliting n(\\' rnputs lirr tlrr., frnit tinr(.
As inputs (ln' up. cslx'tiall,v il 'll:l) is zs()
trr negltivc. c\'enluillh rt r.ounln's cco-
n()nri( gr()\\rh r:rtt sill sklr.

1Il, hls l)ccl rcli'rrccl to :t".i thc rcsi(l-

ual rrnknou'n irl c(\)n(,n)i( grouth cqua-

tt)ns. rs tllcrr ir rrstrllly n(, <lelr cxPhnl-
ti()n ()f \\'hrt pr(mrl)ls l'F'P gr()\\'th. still,
nlxnv ec(m(nnisb (llri[r tlul lx)sitivc T]-I'
is imF)nJnt in predi(ling the sustainlbil
ity o[ currcnl gr()\1ll nrlcs int() thc lilture.
1ltr.' mng'(,1 Iljl)('rtirl,rl(\ frrr (llrinrr is

hrgc. <lcpcnding ()n tlle dilta an<l ntotlel
rrsccl. Ncarl;' lll c(()n()nlist-s wlxr nrcrstrrc
(lhinir's'Tlrl). howe,,cr, corue Lrp witlt a

positive rcsuh. (l()ldrDiln S:lclNs Slrxn Li

cstinl tcs th l 'llfl) xvcriU{c(l ,i..-J perccnl
([rriDg 1979-95. A study l',y Naughton ljs-

tirnatcs lfll) growth in thc l)R(: in(hrslrial
scct()r-the l_llstcst-gr()\r,ing scctor of thc
l)llc ccon(xl]v-ll J. i pcrccnt lttu'ern
l9lJo-1t9.

Strrrrlirrtl I ni! er.it) q(r,n(,0ri\l
l-l\\'rcn((. l.:ru, in J N()\r.ll)l)('r l99i r('
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ull(l(flnincs rhc cslul)lisllnr(nt ()f soLlnd

Ic'gal ancl financill instituti()ns. dissatistuc-

ti(m iln()ng Chinx s ( itizcnry over such a

[trltre,r,ukl lurn intr) politi(Jl (rpp,)si.

ti(,n. v.ith so nrllny p()rcnti.rl lllreats t()

lxrlitrcrl .t.rhrlrty. ll)(n. nnr't p()i((lions
()f (lhin:l s ec()n()nli( gr(,\\1h rcst ()u ils
sunrpli()ns lhxl ittc lcss thlrr nrk solid.

A mixed forerosl

Attcmpts to prcdicl u,llcre (lhina s

e(()n()my is heaclccl nrust takc ink) :rc-

c(,unl a rangc of tlcternrinlnts of rco-
nornic growth, fr(rn tllc c()ntdhuti()n ()f
rnputs :\u('h ls ltttntln :rnrl phyricul c.rpi-
trl, to the roles o[ tcchnolrgy and fuck)r
pr()ductivily gr()wth. Iiconomists hrvc
lri((1, with limited su(ccss, l(' (lctcflninc
whiclr kcy inpu$ nrake rhe gre test dif-
ftrcncc bcrq'een succcssfirl and unsuc-
ccssful grorrth storics in diffcrcnt c()un-
tries. Some. to(), h!1,e lookccl at the
govcmmental p<)li(ies that spur g()wth,
to see if other countries can mimic the
success of so nlirny (rf thc East Asian
c(on()rnies.

Chinil, though. rcm ins in a categ()ry
l)y itself. No othcr ( ()unlry. emerging
[nrrn u generution {)f c(.nrr;rl plJnning,
has enjoyed so nluch su(css in trple-
mcnting !n aml)iti()us rcfirrm progranr.
(i dJinly no oth(r ('()rrntry lr:rs the living
stuntlards of 1.2 l>illion people to con-
lcnd \\'ith-and s(xne analysts poinl ()ul

tlut r(, (1)ntinue r(, li.(.(l its popuhtion.

Rothsteln,

pro

's most
nment,

Belrln& China lfiXrc4
ChonSan Avenue

Belllng Hotel

) s64-1879
s64{r21s

Slfeet #716
Cr{ 94122

) Chinese Products & Ma

D )oint Ven

> chi
rN CHINA
I st3-7766
I s22-3451) Market Research

) Distribution Networks

Moy'June I 996 . Ihe Chinq Business Review t7

p()n for Sillom()n llrothcrs H()ng K()ng
l,td., countcrs thirt (ihin:r's cxpansion $'ill
not l)r driven as nrtr<1t hy'lIP gft)u,.th ()r
"tcchnicrl progrcss. as by the accumullr-
tion <;f ph_vsical cupitul-alrcldy rcflccte<l
in (lhina s llrge prxrl of slvings. Thc mar
ginlll pr()duclivitv rf (uPitll, or tlre l<kli-
ti()n l(\rtput olrt:rincd lrom each addi,
ti()nxl unit of cxpitrl inl)r(. is extrenrely
lrigh rn Chin:-r. larr rcporls. Liru f'r.)F('ls
a 9 pcrccnt lvcfirge annrral grou,rh r:ttc
f<rr China, factoring in such variables as

thc value of the n lrrillri ilnd the E()rld
price of energy. and assuming thlt
China s savings. reform policies, and
()thct e(ononic tren<Lr remain steady (r'ee

l-igure, p.l3).
The Coldman Sxchs ll-10 percent

groMh rilte projcction alv: trkes account
of the relatirely high qualiry of China s h-
hor ptxrl. represented by measures o[
'hunlan capital in cc()n()mic gro$'th
nxxlels. Education levels often are uscd

xs a proxy for the contribution of human
clpital t() econ()mic dcvelopntent. Shan [,i
repons that China's literacy rate is ap-
proximatcly ll0 per(enl, though others
cite male literacl rates ()[ tl7 percent and
fcmllc rates of only (r8 percent. In
(lhinx s fxrst-sec()ndary sclxxrls. there are

t$'ice as nuny male as fcmalc students.

To maximize human ctpital, China will
nectl to intest rni)rc lrcJvily in cducatkrn.

Assuming owuy politks

t'nderlying an! cstinratc of sustaincd
e(()n(nrli( groMh in China is an assump
lir)n tlr:rt th('polilrt.rl :.itturtion q'rll rcrnarn
stahlc, and rhxt Bciiing will continue as it
has thLrs far in directing the ec()nomy tnd
quclling xrial unrci rnd tlrreats to plrty
Ieadc$hip. Most cc()n(rnists xgrec tlun if
$ar, rc\'oluti()n, or sonrc ()ther [x)lili(!l
(rpheaial ()ccurs. lll lxls lrc off on thc
ec()n()my s gros:th prosPccls.

As Jixng Zcmin, Li l)cirg, xnd othcr
l)RC lcaders *,ork tr: solicii$ their powcr
hascs, lltev arc surc t() [ace several
threxls t() stxbilitv. [)iviriion c()uld con-
tinur bet$een rh()sc in the Ieadership
cornrnitted t() refirrnr. and thosc q'ho Ii-
v()r str()ng govemmentll c()ntrol ot.er the
e(on(nrry. ueijing rvill also have to <rtn-
tcn(l \r'ith locxl leadcrs. who increasingly
stancl in op;xrsition 1() ccntral,lcvcl Fx)licv
initilriives in such lrelrs es tax rcfornt.
And if L3tiiing is umrl)l( t() r{in thc $'xr
,lg.rinst c()rruption. $ hich increxsingl)'

Cllind hals no choice l\rl t() (onlinuc t()

lchieve high rates ()f 8r()wth. Th()ugh
ec()n()mists cann()t slry with certainty
wlrich fariables \','ill l)c n]()rc imponxnl
to (lhinas succ(ris thiln ()lhers. nt()st
JBrcc th:ll nrttth rlclrcnrls r)n (,ng(,rng

pr()grcss in e(()n(nli( rcli)flns that spur
[urthcr ma rketizal i()u. despite con-
struints-from dirninishing rcrurns kr lic-
l()r inputs to environntcnlal dcgrrcll-
I ir rn-t llll :rrr' rn( vitill)l(, xs Chinx:,
cconomic dc.velopntcnl pn rceds.

l'rrhrps the nl()st cncouruging sign. n()

nlrtlcr rr'hat ()l)sk(les China s firture cco,
n(nnic gro$lh encountcrs. is thxt iL\ lead-
ers are unclenaking miLny of the changc,s

neccssary to kecp the cconomy stable
ancl capablc r:f sustaining Iong-terlr)

Srowlll. Ahhougll long-lcnn sccnarios are

lurtl to develop with much assurance,
m(rst economisls sc\jrn l() agrce on th(!
poinls: that China s ltigh savings ratc is

causc for conficlencc; thllt its economy
likely will continue to grow faster than
those t>f industrializcd c()untdcsl and that
(lhin:r's total GDP will surpass that of the
tlnited States in thc next cenlury. l\lost
llso *otrld agrec-, th()ugh, that the lruc
lcsl of success $'ill l\. \'h('thcr Beiting i\
ahlc to spread this growth evenly
tlrroughout the country. Other$ise, eco-
n(nnic inequality could unclcnnine lxrth
thc ec()nonic pnrgrt'ss aclricved thus far,

:rnd rhe politicel srabiliry on v,,hich
(lhini s cconomic future rcsts. +,
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AG rO UO I Approoch

r tili Liu

Through triol ond
error, Chino's Stote

enterprise reforms

plot slow but steody

Progress

! Lili Liu is on economist ot the World
Bonk. Ihis orrich is bosed on o longer
essoy lro oppeor in o forthcoming book
from the University of Michigon's
Center for Chinese Studies, Constvaing
Chrno, edited by Kennefi Lieberthol,
Shuen-fu [in, ond Ernesl Young. The
views expressed here ore those o[ the
outhor ond do not reflect those of the
Wodd Bonk or its offiliotes.

n 1918. Chin:r l)ut rcf()nn ()l lhe Stillc,

o\\'ncd cnlerprisc (SOE) scd()r ill tllc
c()rc oI its ar]ll)iti(nrs ec()n()n)i( rcli)rnl
proglrm. 1hc olrjt<tivcrs u'crr clearr lrr

elimin:rtc Statc l)urcrucratic control of
manrg!-nrcnt. instill accor.rntlbility' frrr
profits irnd losses, unti improve cfficicncy.
The ntclrns to achicve thcsc gruls u'crc
less clcar. ho$ever. Ovcr lhc pxst l8
years. Ohina s lcirclcrship has l:rken a skrs,
but gmrluai app()xch in ils quesl io truns-
fi)m1 Stxtc entcrprisc\ intr-r nxxlem, cffi-
\'rtnt (r)nlpilni(,s. I'hc vlrirnrs rclrrmrs in-
stiutcd l() dille huvc yct to cornpletc thc
transiirnnltion of China s SoFls into tirll),
nlarkctizcd c()rporxte entitics. hut ll;lrr
lxid irlponanl grounrluork lirr thc krng-
term transl<rrmltion r)l the SOL scctor.

Thc lcltlcnlrip s gr.rduul lppr<xch rcc-
ognizrtl the clifficrrltics thc rsf( rmrs $r)ultl
havc trr tlcklc. l)ccades of (entnll plxn-
ninl{ lcft China s'ith a hugc lnci deeph
troul)lc(l SOE scd()r. In 19lll, SOE-S (n(n

inclucling collertivcs) acc<lrntc.d for ckrsc
to u0 l)c(ent ol in(lustrill or(put an(l U0

Jrrccnt of urban:rncl lot'n crnpkrtrncnt.
5inct' tltt r':tri(,us Arl\crnll)cnt :t8cn( ic\
cont(rlling xn SOI: could n()t possibly
knorv cvcry aspcct of procluction, thc
pl.rnning prrress rr'.r:' r-lnvt,n l'r) hlrg:rin-
ing anl()ng Slxtc ugcncies iJnd the SOI.:.
-lhis lccl to inel'fi<ricncy ancl u'rste. tlupli-
c:lti()n (,t. inveslntctrt p()jccls. and st.tl.l-

nalc(l tcchn(r()gv Vanegcrs lncl $'orkcrs
h:rd lillle incrnlivc t() impr()ve cfficicncy.
f:nlcrpriscs E'crc c:rting flont the samc

big ptlt \ddguoJit,t). rc-grrdless of lxrrv
nluch thc) pur in.

Tlre ftr$ steps

lht initiul rcfr:nn cffi'n: th.rt lxig.rn in

l9rll rLimed xt grrnlin8 SOIis limited
tniLnage rrent rul()n()my lncl linancilrl
lxncfits. Siclruan l)r()\,ince wils thc first t()
expcrinrnl. ft)lk)[c(l hy ()thq trirLl elli)rls
elscu hcrc. tln<lcr these cxpcriments,
fim'n *rruld lx alllwed t() shxre pr)fits
$ilh ltlc Stxtellftcr plln hrge$ u e-re met.
Thc rctained prohts coultl llc used. ac-
cording lo specifierl rltios, ut the 6rm's
cliscretion 1<rr invcslnt('nt and for lxtnuscs
t() slimul e $rrrkers effons. SOEs untler
the cxpcrinrcnt also enjoycd some lre'c-

dom lo nrake dccisions alxrut nrarketing
lncl prrxluction, but \1cre still res;xtnsiblc
ti)r mcc{ing pliln trrgc$.

A nunrlrr of prol>lems anr.l conflicts
srxrn tlert{rpetl fnrrrr thcsc t.arly ex1^-ri.
trlents. (l()nflicts rnxc l)erqecn the snrall
part oi thc- svstcnr that sls lring rr,
lirrnrccl and the rcst of rhe lrnrcfirrnre<l
instituti()nal stnl(lure. For exJnlple, SO[:\
panicip:rting in thc rrirl rcfirmrs lbund ir

lrlrrl t() rDrrrkt,t thcir pr([lu(ls. Js Stltc
nronopolics renuincd in control of nur-
keting channels. Iinterprises could not
trinr ()Fr.lting costs l),v llr.ving off redun-
clant u'orkers. as employment '*'as con-
trollecl by [tal lalxrr lrurcaus- Moreover.
x firfir's p()fitabilit)' might nr{ relate t<r

nunilgcnrcnt effrrns l.tc,r:rusc rrf thc cxis-
tcn(e of llrrge pricc distorti()ns. I)lan tilr-
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g('tr.i .lnd input all( )crti( )ns Jls<) lunrl^-rcd
lhc rrrxnager's lreedont to nrake prtxluc
ti()n decisions. 'l-hcsc constlaints on ntan-

ugeri:rl frer'd(lnr r'reJtt'tl ncu .'PP(tnllni-

lies li)r Danilgcrs to blrg;rin *'ith the
Strte'. The dcccntralizati()n of p()\\'er
turned into d strugglc t() l{ilin xlxirnum
bcncfis. This. in tum, resuhcd in vinualll
no trunsParenq', as fttnrrulas lirr pnrfit re-

tcntion varied across firors wilhin lhc
same industry, across industrics, xnd
acrnss regions.

Ihe next pho*

In 1984. rhc sOE rcft)rms wcrc cx-
p.rnrlcd t0 f(,( ur' r)n tJxJli()n. Pri(ing.
an(l planning, u'ith the goal of cre ting :r

rn()rc ()pen tn(l coml)ctitivc ertvir()n-
ment for all SOES. li-(,ar-Sbri wxs
launched to (lunge thc pr()fit njtcnli()n
syslcnr to a systanr of txxing inconre ltnd
pnxluct. In 19u.1. "Ihe l)ccisk)ns l)y thc

CCI) ()n F:con(nDic Ref<>rnrs callccl lirr
nr()ving Chinx s cconorny ru'a1, lirrm a

nranchtory plln toward a guiclancc plln,
so lh t the nrxrket o1)uld play a greatcr

rr>lc in rcsour<c' ellocetiott. This rr'as

sr.rpponecl by F)licies to incrcasc' funher
tlrc rr)le of thc ,l()n-S()I scckrr. sucl: irs

collcctive ilnd t()wn ilnd village cntcr-
pri:'( \ (Tvlsr. rncl to t xpend ftrreign in-

vestnr(nt anrl sOE privJt( cnt('rprisc
panncrships.

li) institutinll rnore unrlirnn txx rul(:' in
licu of profit sharing, /.i-G-4i-sbli xl-
rcmptcd to mininrize thc bargaining that

acc<xnpaniecl the p()fit retention systcm

and hclp brcak tlown tlrc c()ntr()l Stalc

agencics had ovc'r SOES. liJnhet, Li-Gai-

srr/ was intcnded to c()rcd rhe impact

of thc distoncd price structure. Thc ncl'
systcm also was motivated by thc prcs-

sure of declining ccntr.rl rcvenues, largely

a rcsult of the profrts rctained hy local
govcmmcnls and cnterprisc's.

t.i-Gai Sbui was inplenrcnted in twr>

stuges. Thc first step begrn in 19u3,

uhcn incomc taxes \\'ere levicd on
SOL\. sirh rftcr-rlx profits diviJ(d inro
funcls the entcrprise could retain lnd
funds to be remitted to lhe Statc. The
second step. begun in late l9t|,i, u'as

aimed at thc gradual intrrxJuction of a

l',rnrplctc tax systcnl. ()l pJniculirr irn-

F)rtnnce to S()Es were thc prGluct tax

and the diustmcnt tax. llrofit difti'rcn-
lials :rcross SOIis werc plrtly duc l() the

distoned price structurc. ['or exa,nplc,

clepcnding ()n lheir usc rll sulrsiclizcd

encrgy lnd r.l\\'tltatcrials, s(rne SOFIS

skxxl lo enjoy greater profiLs than (nher

cnterprises. A pr()dLlct ttx w:rs thus
leviccl \\'ith dilli'rcntial ratcs ()n dillcrcnt
industriaI pr()duct gr()ups. I'rodu(ts
vicwed as having highcr prohts duc l<r

distoned oull)ut/input priccs were tixed
morc'hc'avily than pr()du(1s viervcd ls
having l<>wcr pr()fits. An ldjusmrent tax

was lurthcr levied on al)()ul a qltancr ()f

SOES \aith hiShcr p()hrxl)ility, aimcd :u

furthcr reducing profit cl iffe re n t ia ls

caused by pricc distortions.
I'rnH dis(rr1ir)n]ry Jdnrinislrrliv(' in

tcrvcntk)n t() put all SOES on an cqual

f(x)ting provcd inherently unworklblc,
howcver. ln rc.llily. the adiustmenl lax
ended up lting firm-spccific. lc'aving ne-

g()tiali()n-s t() Ix seulcd on l trrse-by-cast'

hasis. [,()ss nraking firnrs gencrally wcrc
able ro avoid pxying taxcs, while pnrfit-
nuking 6rms wcre taxcrl hc'avily. Though

thc rleficiencics ()f the r(liustmcnt tax
rvcre recognizt'cl, dre tax was regardcd as

a.(nDp(nrlisc step lrtween rexlity and

bnradcr rcfirntts.
Li-(;.ti-Slrui \!rs n()t :ln isolated cx-

pcriorcnt, l)rrt pxn of 1 wiclcr nx)vcmcnt
toulrd incrcasccl rclianr'c on nrlrkct
ti)rccs. Pricc a<liustmenls rnd rcli)rnrs,
an intcgral pun of the nr()ve t() grcalcr
m:rrkclizati()n. lrgan in 197t3 with the
Stilt( Jdiusting prices li)r B( xxls in Pxr-
ticul rl,v sh{)n supply. inrluding ngrictrl-

tuml pr<>ducts, raw malcrirls, and cn-

crgv. lly l9U,l, priccs lirr protlu<cr
gxxls outsidc lhe nundirlon'plan u'erc
rllou'etl to fl()al \r'itllin r 20 pcrcent
ririrrgin. Rcrl'gnizing tlr:tt rttddcn prirc
shrxks ecross thc mJrkcl w()uld pr()vc

disrstr()us. tlrc govcrnment in l9u5
acloptcd a clual-pricing syslcm, which
woulcl provc to be onc of the hallmarks
of thc Chinesc relirmrs. outpur within
plan targets was to lx, sold at planncd
priccs, but firms that firllillcd their plan

targets werc alkrwed to scll excess pr<>

ducti()n at market prices. []lan lxrgcts
were gradually reducccl and the sc()pc

r.lf orarket-dctcrrnine<l priccs was cx-
prntled. lty 199.1. mxrkct-determined
pri(cs accountcd for 95 l^-rcent ()l t(nal
rctril silles, 115 percent of capital g<x s

dn(l materials. and 90 1)cr<ent of agricul-

turdl product.s. ()nly 5 lx'rcent ()f totrl
industrial ()utpul was subiecl to nranda-

t()ry planning.
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Mcan*'hilc. J series of pr(xlanuti()ns
issucd since thc mid-l9tiOs flnhcr cx-
prn(le(i thc nranagerncnt uton()my r)f
ent(rprises. 'l'ltcsc rverc crxlified into thc
Enlrrprisr Lrw ()f l9UU. In lq)2, tlrc Srxtc

Coun(il issuccl thc implcmenring rcgtrla-
ti()ns l() thr l:nlerprisc lrw. *tich rxPlic-
itly proride<l lirr nonintcdi,rencc by the
g()\'(mmcnf in the operations ()[ $atc cn-
tcq)riscs.

A new seorch

ln thc tDi(l-l9tl0s. S()li rclirrnr clirns
ignitc(l ne\\'ltncl <lcc'pcl dchlrtes on the
issuc ()f sepxrrrting Ill( Stiltc [r()nl lhe
n nlgcnrenl ()l S()Es. l|\' llris ti t(.. tllc
prrrlrlrnrs of thc pxnixl r(.li)nDs $crc cv
id(nl. Altln)ugll l)\' nri(l-l9u: Ilru cenl l

rn.rn,.lltoq' pIr] l,'r in(lrr\tri,rl prr,rlrr'tion
coverccl only 2(J pcrccnl of'otrll-ltrt, nrany
lorvcr lcvcls of gor'cn'trttcnl c()ntinucd k)
in< rclrsc nuncllrlon' krrg(ls. l,r()fiI rctcn-
li(nr an(l I,i (,ai-,V)lli tlrrnc(l int() an (.x-

accrhutccl harglining pr()(ess an(l SOIIS

cornlx{ed f<rr finlnciel lrncfits anrl rrrn-

Tox ond finonce

bureous, bonks, ond

other institutions with o
stoke in the SOE oll

sought to borgoin for

their own position.

ccsr'i()ns [r(nl] the Sl:ttt,. Morcovt.r. in-
tcslntrnl. \\'lgc firn<ls, and (()nsunll)tknl

cxpandcri rupi<ll1'. Jrushing up pritc ler.
els l)eginning in htr 19u,1. llrt cxprn-
sirnr $':ls r(.(1)Bnizc(l l)\ rn.lnv in (:hinJ

I. lrt :t rcrrrlt ol tlte st'.tk finrrnri.rl chsci

pline imposccl ()n S()tis. as rvcll us thc
prrrrlv definccl pr4.lcrtl rights ol thc
St:rlc sc.ct(,r.

'l lt,.. :,errrclr inrcnsr6cr.l li,r iln Jl)l,,r( )pri.

irtc nunallcnrcnt and incentive structure
l^-ttccn the State and firnr ruJnrg(.nl(nt

so tlut drc ncrv autononry of S{)lis *rruld
Ir directccl tolt ard inrpr)ving clfic icnty,
rxther lhan c(nopetinr{ tirr 6nancial benc-
[tts.'l'ltc rr runt r] ex l ^-rintcntc(l \\'ilh \.ll i-
otts rnotlcls. including the crpitrl rsset
nunagcncnt rcsgrnsibility systcnr. sharc-
lrolding, ;rncl lhc' c()ntrJ(t rrsponsibility
\) stenr ((lRS). Of lhcsc exl^-rinlcnts. thc
(lRS cxplndcd most nrpi<ll1 xn(l hv lglil.t
hltl hcen lcloptecl by lhc,nxjority ()f
S()lis.

Thc basic principlc ()f lhc (:RS rr'as :r

(()ntracl l)cl\\'cen rn S()E xn(l tl)e g()\.
(rnr)rent li)r dcliverv of a lttnrp-sunt tilr
prlmenl li)r J sel tit['lx,ri(xl. ()nce r]re
(()ntru(t \\'lls signcd, tltr govcrnolcnt \\'ils
k) scparltc itsclf liorn nunagerrrent deci-
sions llrout production tnd thc SOEs
nranagcr:' rvcre to lx, lrelcl rcs;xrnsible frrr
lLrlfilling thc contmct. I,rofits in cxcc'ss of
lhc t{x pr\rlent hr'(rorc lhe discrdionary
crrnings ()[ thc finn. l]ciiing hopcd that
th( ne\\'systcnr woulcl stlbilize ccntral
trx revenues lhft)u! 1fixed-tenn (()ntracts

uith fimrs.

CEIBS
China Europe
International Business School

at Jiaotong University, Minhan& 800 Dong Chuan Road, Shanghai, PRC

CEIBS ir thG leadint busine3s School ur Chinn. Est.bl'lhed as 6 partnersh,p between rhe EU and Shan8hai
Govemment, CEIES has been runnin8 succcssrully manaSement development and res€arch protrarns in Chin since
198,1.
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CEIBs pmpo6€s the tollowin6 fXECUTIVE EDUCATION PROGRAMS lor l9e6:
Sho.t t.rm inl.ruive r.rid.nti.l tunat.nEnt pro8ranu for nuddle and *nior ftl.na&rs of int€madonll companies inChina.

P]ognmr arc divid.d in three levcls: Scnior M.Ir.tcm?nr; S*-nior Excotive PrograB (Augusr - 10 d.ys) 6nd
M.rugem€nl lrsithtr .nd tr.d.Bhip stilb (September - 6 d.ys) Fofictio.d Ms.tcErcnt; Hunun Reroures
Man terhenl oun - 5 d!ys), Ei!3les 0uly - 5 d.ys), Production M.rutemenr ouly - 5 days) and Mlrtetine rnd
S.lca Mrrutcment (Novemb€. - 5 days). Furth€r CEIBS organizes. portfolio of Er.curiv. Scrninr! in Cros!-
Cultur.l M.rutemcnt, Finrnce ,or Nonjirl.rl(ill Mlruters, Advertis€rnenr, etc

Thesa p.otr.rne .re l.utht by inteni.tional ,.culty, e.ch with erter$ive China erFrierre, .nd hrve a cle6r Chiru
fo(us. They h.v€ proven us€fu| for middle an.l senior Chinese manaters and miridle level expatriate managehent -
for slmo.t c6ch pro8rlnr man ters can choGe bctw€en the EbilslgllEltlbh rrack.

C€lB6' prognru erc .cguhrly rporlrored by ALUED SIGNAI- AMP, APPUED MATERIAIS, ARCO, ARTHUR
ANDEPSEN, ASIA BROWN BOVERI, AT&T, BAMA, BASF, BAYE& BRTTISH AMERICAN TOOACCO,
BELTSOUTH, OBA4EICY, GENERAL MOTONS, GILETTE, GRACE, HENKEL, HEWLETT PACKARD, IBT{, ICI,
,oHNsON & TOHNSON, LvlvlH, McKlNsEY, MEADroHNsoN, MoBII- NFSTLE, PHARMACIA, pHIUpS.
POT-ARo|D RAYCHEM, REDLAND, ROCTIE ROHM & HAAS, ROTHMANS, SAATCHT & SAATCHI, SHELI-
sSA, UMIED DISTILLERS, VoLKSWAGEN, MNTERTHU& ZENECA and others

For a (omPlerrcnt ry bro.hure.nd d€tailed couEe outlines, cont.ct Stef.sn vln Hooydonlq Ex€cutive Developrn€nt
M..Bter tod.y .t tcl : +86 21 645302m or f.x +86 21 6{35 E92E
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rocus
IlLlt the inlplementilti()n ()f thc CRS.

l(x), (luickl) encounlcrcd il nun)l)cr ()f
problcms. l'lrc procrss ()f.cxching igrec
nrcnt ()n thc c()ntrlcl fcsulted in hcxvv
l):lqlrining ()\:r,r thc fiattts tax l)!u'c, sul)-

scqucnt txx incrcases. lrncl (xhcr ('()ntmcl

tcons. l'ax rrncl hnance hurelus, banks,

ind ()thcr instilutt)ns $'ith r stxke in thL'

sOl: xll s()ught to lxrglin lirr thcir os'n
position. It)r cxarnple, rvhile thc SOll
srlrld lx inrcrcsted in cl,-'crcasing its tax

lxsc. thc finlncc'l)urclrr N<xrl<l sesk l()
nrxrainlize titx l)lynrcnls lLnd rcdrrce cleltt

srn'ice, n hicl't was lxx dcdu(lil)lcl rnd
thc l)anks l)rillrJry c(nlcem n'as thal its
Irxrns be repaid. As ;r r-csull. crulrlcts
\\'crc n()t Lrnif()nD, lrut tleltncle<l on the

lctors lntl thcir ckrtrt.
-lhc sh()n-tcrn) nlltlre ()f tlrc tontr.rtts

xlso proved pr()l)lenrirli(. Witll aonlrxcts
trsrrally running iust ()nt t() fiIc ycars.

lherc sJs littlc incentitc f()r S()Es t()
nukt long-lcnn inveslnlents. 'lhe govem-

nrent h.ld to (()mpel SOls to invest l)y
olrlrging .orttr' 6nrrs lr, rcin\,c:'t x ('cflain

pcrccntngc ()l lheir rctllined cxrnings.
C()ntfuct nt()niloring irnd enf()ra(ment
$'erc weak. as c()nlft(ts lcndcd k) l)e en-

f<rrted prinrarill' firr profitafrlc finns trut

only minimrl penaltics wcre levircl on

th()sc that l'ailed.

It* lo.tg r"od

The accurrulated cfttcts of thc- first
clecade <l[ rcftrnn-s havc suhstantially al-

tcrcd the envir()nment in which SOF^S op-

SOEs foce o growing
"triongulor debt"

problem-they owe

eoch other os well os

the Stote-owned

bonking system.

cr.rte. lrut thc econornic perf<lrnuncc rf
lhc SOli scct()r has bccn less sxlisfactory

th.ln exp('cted. Severll stuclics conclude

lhrt SOE pr()duclivil_v gr(xvth is loscr
tlran tlrat of TVEs tr trrllectivcs. rvlrich tkr
not enj()y tlle preferential trextmcnl given

to SOE5, slch as govcmmcnt subsidics.

wrft kun:., :rnd gu:rnrntccd clrt':rp ntutcri-

rls (especially ()il and electricity), xn(l
nlust sun'ive on their ()$n in the market
()r perish. Ilr'en nr()rc telling, industrirl-
se('tor SOES ave!:lgc(l 7.tl perccnt real an-

nual outl'rut gr()wtll l)ctw(r'n l()80-92.

c<lmpared to 18.,1 pcrccnt lirr collcc.tives.

61.9 perccnl for small privatc fimrs. xnd

J7.2 per(ent for "()thers," r catcgory
which includes nrediunr-sizcd rnd larSe

private fimrs, ioint ventures. and wholly'

f()rcign-owned 6rtrrs. Over thc rcform pe-

rbd, the sOE contribution Io industrial
output decrcased fnlm around tlo percent

in 1978 to less than .i0 perccnt in 1994.

How Advanced is China's Technology?

ls lt Time For a Joint Venture?

IDP can prcDare r tcchnologic rss€ssmcnl in your ficld:

= Chemicals, petrochcmicals and pharmaccuticals;

= Energy and power generation:

= Biotech and chemical equipmcnt manufacture.

We have l2 ycars hands-on cxpericnce in Chine including:
a Masler plans for 8 industrial parks in Tianjin, Guangxi, Jiangsu;
a Contractors to the World Bank in chemicals, petrochemicalsl
o Appraisals of pharmaceutical and bioteah resenrch activitics;
. Development ofan industrial database of5000 Chinese entilies.

@ Intemational Development Planners
155 Sansomc Street. Suite 500

San Francisco, CA 9{ l0.l
(415) 3994123, FAX (415) 399-9610
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ln s(nnr iflslilnccs. the S()E refi)nrs
hlvc 1'ct to yicld the ifltendcd rcsrrlts.
'Ihe rclirrrns havc greatly incrcrsed nr:ln-
lgers Pnrlit ntrtivcs. lirr cxanplc. but in
nlanI cilscs S()l: nranagcrs lrat'c l()
rveigh cxpectcd puyoff,s from secking
nraxinlrrnr prolit agirinst conf)icting prt's-

sures l'rrrnt g(,\'crnment super'\'is()r)'
lgen(ics (paniculilrly at the kral lcvel)
lncl frrrnr workcrs. S()mc nttnagcrs. lin'
evtnrplc, put the s'elfare of tlteir trrrrk-
crs frrsl. using exmings k) finance Nagc

incrcascs rather thxn capitxl improve'
0r(nts. ( )ttrcrs lirrg(j contpl(s rclatirrn-
ships u ith kx:rl go, 'cmntcnls, rclving ()n

krcal sulrsidies t() sustxin loss-rnlking
production, which :u.ld t() thc k)tal v lttc
of outl-ltrt lnd lurn()\'er t:tx at the [ral
letcl. In tum. llrc llnn sents rrs r rcirrl-

lrursenrcnt bunk lirr the locrl govcrn-
,nent s exlmne()us exJrncliturcs on such

things as lranque,ts.

while nlanagcnrent iut()nonly ()n

pricing, production, markcting. and ma-

terixlli purch!sing qithin ntany of
Chinr's soEs hxs in( reased suhstantially,
srrm( r'rilicul :rrr'us rrf dr. ,. ision nrlking.
such Js investmcnt prk)ritics xnd dis-

;xrsal of capital lsscts. rcmained largcly
at thc llovernlrent s discrdion in thc
early 1990s. Efforts to rationalizc p(xluc-
ti(,n tlrr()ugh mcrgcrs .rnd J(quirili()ns
face constrainls front g<:vcmntcnl agcn-

cies which. as the ()wners of asseLs. o1-

ten rcsist the acquisition of finrrs undcr
their iurisdicti()n by fimrs outside their
jurisdicti()n. And SOE mrrnagcrs remlin
constraincd in lahrrr decisions, leaving
many enterprises saddled with excess

workers end oncn)us waSe and pension

bills.
In other instances. parallel reforrrrs

ne(elisary to make the State $c('tor m(rrc

efEcicnt have provcd dilficult to imple-
ment. Though early rcfonns c:rlled for al-

lowing inellicient 6nns to go bankrupt,

the inrplementing regulations to the 19i16

Bankruptcy Law were slow to emergc.
The govemment has to weigh carefully
the costs of bankruptc-y-l<rss of jobs and

resultant political pressure-against em-
ciency gains. kx'irl govemmcnls, unwill-
ing to relinquish lxrwer and control over
SOEs under their iuri"sdiclion, tend to rc-

sist bankruptcy as well. Only about l0
percent of the 1,417 (mostly small) 6rms

allowed to declare bankruptcy through
the ()urts betwcen 198&93 were SOEs.
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Thc' rlc'vclopment of lahrr nurkcts and
s([ial security schcnres. hoth o[ ruhich
arc nccdcd lo frc'c S()l:s from thcir lelxrr
obligiltk)ns. will takc somc ttne t() imple-
ment (scc 7bc, CTIR. .lanuary-Fcllruary
1ry6, p.tl).

Banking refomrs also harc bccn mov,
ing:,Irwly, lerrring hrnkr wrth litlc in-
centive to ensure thcir lending is profit
driven. ln the earl) 1990s, xbout ()ne

third of SOEs were mrking'cxplicit
losses" while another third had "hicldeo

losses," whcre apparent profits arc wiped
out by crippling debts. Yet SOES rctain
access to dirc<1 and indi(.cr suhsidies. in
cluding soft loans, cheap inputs, and
non-collection o[ tax arrear.s. They face a

growing "tiangular debf' problem---rhc-y

owe each other as wcll as thc Slatc-
owned hanking syslem-but by carly
1995, no payments wcre being made on
about one drird of thesc debs.

Deepening ,Eform

In Novcmber 1993, the CCP dc,cided t<r

accelerJtc SOE rcfonn by restru<turing
State enterprises inlo mqlem sharehold-
ing companies. This reform was to be
supponcd by increasecl movcs toward
full mrrkctization. Experiments with
shareholding corporatk)ns began on a

limited s<ale in thc mid-1980s and gained

new monrentum in thc early l9)Os. The

offrcial slock exchangcs set up in shang-
hai and Shcnzhen in 1990 helpcd pave

th( \\ay f()r glt-arcr slxtreh()lding cxfx.ri-
ments, al()ng with the adoption of thc
new Conrpany Law in 1993.

r,Xrhilc hopes initially were high that
the shlreholding r()ute would s()lve
mrny S()E inefficienr rcs. ()n(c Jllilrn,
prob]enrs lroth old unrl new xlrcrdy
have lrgun to sllrfJ(e. Vitge prcssurcs,

for example. may divcn eamings a$,ily
from nruch-neede(l long-term invesl-
rncnt. (l()v(.rtuDcnl suJ^.-rvis()ry illlcncics
continuc t() interti're with sharcholding
firms rnrnlgenrent. And it is still t(x)
early firr shareholdcrs to gauge finn pr-
firrntancc tlrrough thc tw() st()ck nrar-
kcts, ulrirlr huve h:rcl thc.ir sh:rrc rrl in-
sider trr(ling and stock nt.rnipu lxl i()n.
l\lore()vcr. nt()st S()lls u'ill l)c rcstruc-
tured. ltt lcirst in thc nrc(liLrm ternl. ink)
limite(l lixl)ility coorpxnics mthcr th:rn
liniilcd lixl)ilit), s()ck c(nnplnies. Il nk
r.redit. tlrtrcf<tre. r:lllrcr lll:ul slrrrc rs-

sues, likcly uill lx.the dominant sourcc

A moior problem lhot

remoins to be resolved is

how to monoge Stote

ossets efficiently.

o[ linancing f()r rnost Solls. Ik)\'ever,
the deeply t()uhlcd Sf,rte l)ilnking sect()r

is not yet capablc of imp()sing financial
discipline on SOL5.

A major prohlen that rcrrririns t() lx
n:solved is h()w k) manilge Statc assets

cfficicndy. The leadership is c(nrrnittcd
to lltc dominlntc ()l thc St:llc se(tor in
ccnain industrics. The *'11'to implc-
nlcol rn()re efficient manirgement ()f
State assets, lccording 1o ()nc popular
vk.w. is lr) cstrhlish inlennediJry inslitu-
ti()ns t() repra's('nt the Sllte Assct Man-
agenrent Commissi()n (SAMC) by hold-
ing sh:tres in S()!:s. Such intcnuctliarics
coulcl incltrde Statc financial institutions,
sLrch Js conrfirercial banks. xssct man-
aScmcnt firnrs, rnd investmcnt firms.
'Ihe objectivc of tltese financial institu-
tions would l-rc to nraximize the value of
Stilte assets.

Ilr)$'cver. ll)(. n()tion rrI rrrx\intizinl.{
the vr[le of Stiltc iNsets <rruld rcsult in
new problems, il$ thesc Strte playcrs
nlight hlve r lcsled intcrest in Ihe suc-

tcss trf cvcrr non-pcr|rn]ling S()l.ii. I_()r

cxample, il l financi;rl instituti()n invcsls
in :rn 5l )1. ulrrrJt tunt. rrrn trr Irc l:rrLng.

thc instituti()n might push lirr thc firrrr to
nrcrgr with an()ther S()li in whiclr it
lrolcls shlrcs, ("\'en tlx)ugh rr prir,alc finn
n)a) bc lll(,re efficienl, aod drus a ny:re
rxli()nrl (ll()i(e of nrcrger parlner. It
might also prove diffi<ult kr close ckrrvn a
financially troubled S()!l in $,hich State fi-
nancial instilr.rti()ns h()ld maiorir, shlrcs.

It is als() firr fronl clear that dris xhcmc
would rtvrrrtl tltt sentt typc 11[ [.tr1grintn6
pftress thal rrcurred during the cirrlier
rcform cffons- Still t() lx'delermincd is

uh.rt typc ()f intcntivt llnd monit()ring
system SAM(I would ad()pt t() h(rd these

financial inslilutions accountable f<rr thcir
invcstnrcnl clecisions. If, as is likely to l)e
thc (:rsc, thes(. Slrts fi nJn(i:rl inj,lituli()ns
set up their lrral branches l<l hold shares

in l<xal SOIis or thc ltral subsidiary of a

prrent S()I. slrong l<ral political influ-
cnce likcly will pcrsist over decisi()ns
such as lcnding, mergcr, and asset t[lns-
fer across firrns. Anothcr worry is that k)-
<al financial instituti()fls would mon()p()-
lizc lor:rl finanr ial nrlrkcts. thus dircning
credit lw:ry fr<xn thc non,SOE se(l()r and
leaving SOES no ck)scr to full account-
abiliry for rheir profiLs and k)sses. Yct an-
()thcr issuc is that the institutional mccha,
nisms are n()t in placc to rcs()lve
potentixl conflicts anlong .ln SOE s nun-
tger.s, ils !v()rkers, xnd lhe instituti()nal

Establishing Operations in China?
Join Motorola, AT&l Coca Cola, PPG, and others, and invest
at TEDA (Tianjin Economic Development Area). Located 80
miles east of Beijing, 30 miles from downtown Tianjin, at the
Xingang Port (China's 2nd [;rgest). China's premier economic
development area; the China State Council has awarded TEDA
the top position among all its economic development zones. The
land cost is still compretitive. and the area offers a wide range of
labor and technical personnel, as well as a highly developed infta-
structure. The leadership of the area has been key in obtaining
rapid approval from the Central Covemnrent for large proiects.
For companies in the high tech, automotive, chemical and food
industriesi TEDA is the answer. For more info call, TEDA
America, Inc. (a wholly owned subsidiary of TEDA) in New
York at: 212-490-TEDA (8332) or fax us at 212-490-8352.
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sherellr ers. (irnflitts rrrulcl urisc. lirr in-

stirn(c. \\'lleD ntr\intizing thr' r,llue o[
Statl] rssct.s colrl(s lrt thc cxfx nj'c ()f (1()s-

ing rlle phnl.

The conhn of rcbrm

China's ovemll rcfomr path is one <lf

cvolutionary clrange rather than revolu-
tionary lrig-bang, in large parl l)cceuse it

is difficult for a srciety t() dissoh'e its

c()llective pasr. 'Itre SOE seoor is still in
the pnxess of reform, even as significant
pr{)gress on ()thcr fr()nts c()ntinucs to
change the dynrmics of tllc Chinese
c(1,n()lll). The pr()sp(ct o[ refornring
SOlii. ('.rnn()l lrc vieu'ecl in ii.r)lJtion.
thougll, hut must lx'scen in thc c()ntexl
of the gror,' ing n()n-SOE sccl()r xnd in-
(rtuscd nrerkel ('(nrrpetilir)n in ChinJ.
Thc accunrulatcd effe<ts of China's srts-

tainrd elTorts lo refilrn its cc()n()my
hlvc intrrxlur'ed. slcp l)y stcp, ncw insti
tutk)nrl clernents.

'l'he continue'd cxpanrii()n rf tltc n<m-

S()Fi scLrrrr likcly will provc tlr( nrost int-
p()(ant stimulus fi)r future SOtl relbnn.
The vil>rant non-SoE sect()r llrs pro-
vidcd gnruth rn(l cmploymcnt. Jnd hils

he\x'd build clcrnrnd for ltighly skilled
w(rrkers and manllgers. It also hls accel-

erated the learning process through
which policymukers, thc puhlic, and
growing numb('rs of cnterprises rccog-
nizc thc payoffs frorn com;rctiturn.

othcr recent movcs by thc govern-
mrnt suggcst s(n c firm f<xrtholds arc
Iting cstablishcd in the relirrur c'ffon.
Nelv tax relirrrns, for c'xamplc, arc nrrv-
ing (:l)inJ t()wurd :l m(xicrn t xJti()n
reginre . A mrxlern (lx sy stcm has l)c-
(1n)r( il realisi. grr.rl. givcn (:hinil:' in-
crcilsing reliancc ()n nrlrrkel,i 1()d.ly.

China s extcrnal trxde is integftting the

country *ith the \'orld cconorny-anrl
mJking SOf} aulre of thc fx)tcntixl cx-
p()n ()pponunities lirr clllcient pr(xlucers.

A nl()rc ()pcn tr.ldc rcSiole c(':llcs rn()rc

.(nnpctiti()n ti)r SOES. ln lddittrn. thc

alxrlition <f the mandatory imBrn,'exlx)n
plan lcavcs SOt:s tR'cr to pursuc profits

in x r )rc conrpc{itivc envir()nmen1. F()r-

cign in\,estment. rncanu'hile. (-()ntinucs t()

fx)ur ink) Chinx at rrnprc< ccicnterl lcvels.

l)ringing nr\\' te.hn()l()g)' ancl nct' nun-
agcorcnt cxpcrtisc, rs wcll rs itc(ess t()

ne\\'mJrkcl\.
l)rogrcss lus llslr lx'en nrirdc t()\trrd

relirrrring srrial sc(urit_v an(j thc \!rgc

Certoin industries,

including bonking,

communicotions,

tro nsportotion, energy,

ond mining, will remoin

under government

control.

and employnrent systcnr (nlci.rl to ,Dini-

tlrize the p(riti(rl and srx'ial risks of s()ll
overhaul. 'lhe gradual cstahlishment of
mcdicll. pension, unenrpl<r1'nrent, rnd
rrtlrrr sori:rl wcllarr funrlr uill relievc
sOEs ()f tl)( burden of t)r()\i(linll l)it\i('
srrial sen'iccs. In mirny citics, tlre hous-

itlg markcls. tcxr. are lx'ing comnrcrcial-
ized, txking this burdrn off of S()li
slroulders ls wcll.

N,lorc difncult tasks thar are csscntial
frrr lhe sur'r'css ()f SOI: reli)nns alre lx-
ginning t() lt uckled. including I)anking

rekrnns, l>ankruptcl, an<l cxchange <lf

Pr()pcrty rights. Howevcr. tlrcre is littlc
<hance of rluick success; banking rc-
frrnns, lirr cxanrplc, th()ugh identifie(l .ls

a priority. will hc, plnicularly cliltcr,rlt to
inrplemcnt. Ilank loans (1)nli,'luc k) l)c
tuscd to suhsidize SOII l(,sscs. s()nrc

cc()nomists ti'el l hugc rccxpitalizxti()n
nrly be ncccssary'. ilt llrc cost ()f pcr-
hlps as nruch rs l5 pcrccnt of (;l)l).
'llre succc'ss of banking rcf<rnrr. in turn.
uill lrs lff<r'tc<l lrl tlrc P:rrc ()f s()l: r('
li)rtns in pr()ductive sc(1()rs. rs l()ss_

n):lking solls \\,ill c()ntinuc to dcman<i

s<:fi l<>ans.

A(qui:.itxnls ln,-l ntcrgers Jrc lxgin-
ning to cxtcnd l() nle(liurn-sizcd xnd
cvcn llrgc firnrs. Onr. irrtlx)fl.lnt st(l) in

tll(' rc\lnr('trrrinlt (,l S( )l':i' ll)r(,ugl) :l( (luF

sitirrns lncl rrrcrgcrs uill lrt tltc ,.rrrrtin-

lrcci devclrpnrcnt of pr(,p(.nY rigll$ c\-
r.lrangc ccntcrs, of n'lrich xb()ut lu{)
cxistcd rrrti(x'rwide in 199,1. Set Llp t() l:r-
(ililrtc tnnslcr of iclle cqu\rmcnt acrrss
linns. tlrc ProF'ny rights extlrangc ccn-
t(,,\ ,t()\\' (1)\'(r \\'i(lcr r.lnge ('l' .l(1iri-

tics. inclurling lhe xucti(nr of finus and

nrxnagentcnl (()nlflcts- |urlllcr dcvcloP-
rDcnt o[ sucll ccnlcrs ncttls to tlckle tltc
scgnlcntilti()n of mlrkets, ceuscrl nol

only lry l:r<k ()f inl'()nnltion :rncl lack of
pr<>lt'srionll capaciq in ac<rrunting lnd
finxn(c, l)ut also by the resistance ol-

s()vcrnmcnt instituli()ns, inclucling lrral
8ovcnlnlcnts. t() thc cxchangc (r'P()P-
cn)- riglrts :lc()ss juris(lidions.

()\'cr thc next li'rv ycar.;. thc g()\'em-

mcnt s llission is cl(ar. evcn if the
course of l'uturc rcf<rrnt steps is not yet

lully'r'haned. A pil(n l)r()jecl no\l under
\,\xv in lti cities, xccording to thc Statc

Ec()n()nri( J n(i lr:rLlc (:{,nrrrlission
(SII'K]). *,ill invt'st heavily in tltc techncr

logical rcnovation of some SOlls, bul al
krs' othrrs to g<l bankrupt. Iu Mrrch,
SET(: Nlinister Vlng Zlrongyu rcponed
that tllc pr()jcct llrd resultcd in 366
mergcrs and 10J l) nkrupl(ies hy De-

ccnrl)cr 1995-:rnd thc' loss of l.-r mil-
li()n s()li i(r)s. llul lxrtlr lranknrptcl rnd
mc'rgeni will lirce' incrcasing srxirl pres-

surc, rcsulting liorrr nrassive layoll.s ancl

tht rt'srst.rncc ,rl govcrnrncnt lgt'ncies
un$illing to rclinquish drcir iurisdi(li()nal
p()wer ()\'cr lheir S()l'ls.

llnder the Ninlh Five-Ycxr Plan.
$hi<t r.rrrnn]en<c<l inJxnuary llx), SOE

rcf()rnrs $ill lixus on transtirnning the
t()p l,(x)0 hrms into "rhe pilhrs of rhe

n{ti()nxl cc()n()nly. A(c()rding 1() thc
plen, thcse 1,000 lrrge ancl mccliunr-
sizccl S()Es rcc()unl li)r 66 perccnl ()f t(>
Lrl S()[ exmed pnrlirs ancl 51 1x rccnt of
nel S()li ils\ct\ (:(rlirin induslri(i', in-
cluding lunking. ( ( nlrrrunic.rti()ns, tflas-
fx)nrti()n. encrg_v. antl mining. sill re-
nrairr lirnll unclrr govcrnnrent colttrol.
Othcr inclusrrics, inclucling ligllt in(lustry
an(l tcxtiles. u'ill likcly sec r gradurl
s'ith<lra\':rl ()f St:lte supp()n. 'l-he ltt{ir)"
exltrirDlrl|. IrcrnNhilc. \ill cxpand t<r

;0 citics lhis yclr, r'ith nreclitrnr-sizcd
lrxl snrall S()!ls cn(ouraged lo rlrrrgc or
rcorg:tnizr' :ls i( )rnt-i'l( )( k ('r,rfx )nlti(,ni.

Iirnh(r SOh rcfonns. thr.rs, ;rrc likclv
to lr grlduul. It is ()f vit:ll iml)()nxncc' for
thc ['a<lcrship l() n]rinlxin ll)c gr()\\'th

nl()nl('rtMnt ()f thc n()n-S()l: scat()r to
sustrin n{rt onll' rlrtl'rrrt lnd r. rnpkrl rncnt

Br()\\1lr l)ut elso lxrpuhr supfxfi li)r S()E

ftrli)rnr. 11)licies lrncl l:rus lo crl(r)uragc
I-xir aornl:rctiri(x'l lxl\\'cen Solis Jn(l n()n-

S()l:s \\ill be tritir'al. \Lrny \\'ithin Chi-
noi( s(x'icl)' hlr'c vcstetl intcrcsts in thc
perp({u:lli(nr of thc SOli scct(n'. rnxking it

n't()rc irirl)(,nxnt lhlrn crcr lir[ thc lcarlcr
slrip to lrrcss thc rclirrms li)N':lr(l :ll il

i.r(.r(h l).r( (' t
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How can you read the Chinese market if you
don't know the difference between these characters?

-T

I

I

There ig actually no diflerence o ther tha n branches and roprosantative offices in 10

maior citi63 acros3 China. All ollering you
compreheneive services and professional
advica.With th. strongth of our global
network and indepth understanding of
this unique mrrket, HongkongBank can
help you to road bstween the lines
when doing busineas in China.For mor6
inf ormation, please contact HongkongBank
China Services Ltd at tol : 2822 2652
fax : 2868 1646.

the calligraphy; both character3 maan the
sama word - business. But only thoso who
know Chinese culture well will approciate
th6 subtlotier behind these wr it in g 3.lt
ta ke3 timo to understand Chinr. And in
bucinecr, thero's a lot more to und6rstand
than language. HongkongBank has been in
China for ovor 130 years. Long qnough to
gain market insights and do business with
conf idence.Firmly rooted in Asio we have

Branchcs : Beijing, Qingdoo, Sfuagfui, Shenzhc* Tianjin, Xiomcn Rcpresentotive Ofiiccs : Cherydu, Dalian, Guong:Jtou, tfuhon

X
Honekongtsank

Membr IISBC Group
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Mountoins of Gold

Western-troined
monogers bound for
Chino will find no

shortoge of iob offers

I Min Chen is on ossociob professor
ot the Americon Groduoc School of
lnlemotionol Monogemenl
(Ihunderbird) in Glendole, Arizono.
Dovid W. Mortin is director of employer
relotions ot Thunderbird.

/A.'lil,rn,.,r )t,)lLI rU.lr It lxt5.rr,,

f 11,.rrl,r'.1 tlrt ltrst grt:rt u.rrr' ,,1

I tilrrrrcr. ulrliL!rrlti n t,) ll)('
\r/ t ,r,t..t \r.rrr'\ lrrnrg,.rnr- rn rlr(
l,,llr ((I]tu11 lrr|irrrl lr,rPint r,, \lflLc rl

ri(ll i \rr liilncis(1). ilptl\ nuntcrl ./trr-
s/rr,r. rrr -nurtrntlrin ()l gokl. in (.lrinr'st

'lrxllrr'. nrlnt tottog Chintsr'scc u rlc-

tluc lirrrrr un ArDrri(ln unirersilv x\ (l(ir
Ir(k(t I,, . ('((\\ l l),,n Fr.lLIlt.rlt,,tl.
tlr,,rrglr. tlr. li,tlll|r(. (,, I'r'rll:r,l, lrt rrl-

,rr'.r.rnllr l,.r,k rn (.lrin.r ir.(ll. l).rrlr(u-
l.rll1 irr tlrt gr',rsrnr rrtttulrt'r,'l li,r(il-rl
\,(,nturcs i|l tlriiing. Shxrrgll:li. !rn(l
(;urngzl)ou. As PII(l sludents (tnnpl(l(
lrrr.in, r. Prr'Srlrttts .rlrn'.r,1. .r,rttlr,rrtrc.
$ill) ()l)cntkrns in Chinr xre ltncling tlr.tt

tlrt, prxrl ol or;ro;rgeriel rrlcnt ti)[ ll)cir
t'ltin.l \'(.llllrn\ 1s grorving. l.tplrrrt! illl,'
tlrrs nr.,rv t:rlcnt rnd piIi,11.1 cr'r()u!ll
''goltl to kcep rnJDirgers ()n stali lirr Iltc
[rng tcrnr-u ill lrrlp thesc \'cnlrrrcs ('c-

or(.nt Il)t ir rrkt'(,ss

ln l 1995 N inclhllnr lntcmxti(Dxl slu(l!

ol glolrlrl rcltrlrtion trencls encl tlrc clul-
lcngcs corrl>rrnirs flrcc cxpancling intcr'-

nationallv, uPploximately 45 pcrccnt ol

lllc Iltl nlullinilti()nill c()mpilnics sur
vr.yr.d listtrl llrr I'tt(l rs lhL'rD()st (1n]l'

rn(nr posling lin nc$ hires. ,4s rl()rc Jn(l

nrorr, rnrrllinational c()rp()rJli(ns (ripxn(l
rlr(.ir I)lr.inr.s in Chine rlcnr:rncl lirr rnln-
llt( rs (()rrtinu(s t() crccctl lxrth tlrt ttrl>
plr ol (.lrrncst nr:lrl.lgcr\ ulto lturc
rrork(l in rlrc \\'csl :rnd llrc rrnks ol tr-
l)xtriirl(s \\itll t\l)crien(c in (lltrnesc r'ttl'

lrrr't rrotl lrxltl l)usinrss I)rJCli(c . 'l l)('
lrrrrtlrrll in rtlrr'ttgrrs is oltking ltol t'rrttt

nx)(lilio, ()l (llti,rcsc rrlur ltlvr corttp[tr:rl
\lir\l(1'\ in llusincss A(lolinistrxtir ,1 (trlllA)

I)r1,luJlrs in tlrc I nitcrl st:rtrs (](nr)pen-

s.rtiorr [,rels for lirrcign in\c\tc(l (nl(r-
I) \r (lilll) rutr'[tgers hlttc rist'n irt kxk
\t(.1) \\ith tlrc rlrnrarrd tir| lirrcign lr:lin((l
rrilnJg(r\ ulrle to srtcr'ccrl in lll( l'lt(:
lrrrrincss crrr ir'onnrcnt. In grntrll, lxrth
r'\l)('r('rrr(11 l,,r('iBn Irr.rn.rxcr. \\1,rLinx irl
thc I,ll(l .ln(l ne\\' Chine horrncl prolcs-

siorrlls <r rrnorancl handsorre sallrr-ics.

Born in $e PRC

ln tlrt'past. nuny firrcign c{rrl)rnics
rc(ruitcd n()n-rltailrlancl (lhincsr.' rnun-

irgcr-s r() nln their I,llc ()pcr:rti(nls Illi\
slrrlcgv nrrcly licldrd thc dcsircrl resuhs.

lxrucrr'r. print:rrilr' l)ccausc n()n-l)R(- nll-

tivcs gcner:rllr lacketl an undcrst;rnrling
()l thc pc(ulix.ilies of the I'll(l lrrrsintss
(n\'ia()nrncnl. (,ompd11i('s also lirtrnrl it
clifll<ult to persuade Hong l'(r'll.i rild Sin-

glrporc o:rtionals to or()vc t() the l'll(i.
Mxny llong KonS execulivcs, in l'uct, P|c
lctrctl lo corrrnrrtc home clrch u,cekcncl

lr()rD lhc lil('t()rics they mrtnagc(l ()n lhc
rrrlinl.rn(l nllllur tlun rci)L'-rlc 1,, (.lIn.l.

( )!cr llr( P.ln rkr:rrlt . llr| ln( r(.r\rr]l.t

nrrrrlr,.,r oi l'RC studcnts slUCl\'ing (^rr
stus hlrs lrro:ttlcltrd tht prxrl of lrppli
(.rrls lin flll nrinugcrirl pr)\rti(nrs. tlulli-
nitli()nill ({)nll):tnics :rrc D()\\ (atg(r t()
r(r ruit nl:rinlirod Chint's(' \tud(nls Jl l 5

lrtrrin,-.ss scltrxrls ltrurrsc tlrrsc strtrlcnts.
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who often complete internships at US

c()mpanies as part of lheir Srdduate train-
ing. are accustomed to vestem business

srylcs and have an ohvious advantaSe in
their language skills. Many Chincse stu-

denLs anending graduate sclrrxrls in the
United States also rank among the PRC'S

best and brightest, having surviverJ a rigid
selection process to win rhe chance to
study abroad.

As more US companies make plans to
include a nunufacturing base in China as

part of thcir global operations, thesc
firms are kxrking to hire PRC nationals
with the skills to fill man:rgerial positions
in markctinS and sales. Othcr PRC citi-
zens with \vcstern business credentials
and know-how are hired to oversee fi-
nance, acc'()unting, and general produc-

ti()n al FIES in China. Many mullinationals
also are eagcr to hire Vestern-traincd
"golden youth"-the xrns and daughters

of se'nior PRC govemment olncials-wh()
crn use their Sovemnlent ancl business

contrcts lo thc FIE's advantage.

Vhile sornc FIES scek Chincse man-
a8('rr with lllc ct'(nttul gr r.rl rrf k,(Jlizing
the venturcs cntire opcrations. others
hirc l<ral manrgers trasctl on straiglrt cost

c()nsidemtir)ns. Acc()(ling t() I rccenl rrti-
cle in 7bc ll'all Shu(,l .bunul, onc mi.l-
lcvcl official agreed to managc u largc
(l:lnadhn c(nrpin) s lleijing olhcc- frrr a
pxv p (kxgc t(n.rling:rlx)ul $26,(XX). i 27-

fol<l increasc over his Chinc$c gorern-
nrcnt s lary. A tis e\patriate \\-h() had
bccn appnrached itx)lrl the i()l) ()pted fi)r
r ('(nnpeting ()llcr of ()\'(r $2fi),000.

A br€h sell

'lulcs such xs this n() clouh reinfirrcc
the l:rlief lnrong some hiring nranagers

th:lt Ih!,\'(xn offer l)RC nxtk)nlls \\'h()
frlvc carnetl MIIAS iLbr()ad smirllcr ccxrF

pensxtion pilckxgcs thrn lh()se ollcred to
(\piltri!l(i.. Ac Iuslr[i(irlir)n. th(se [irnts
lsscn lhat l'RC nativcs, even if tlrcy havc
vestcrn credcntials. rvill accept smallcr
:,alunes thln tlrosc denundetl l)) cxpatri-
xtes. CorF()l:lte represcntativcs als() point
oul that conpcnsation lcvels should re-

fled thc l(rcxl cost of living, \atich is of-
ten significantly fugher f<rr cxpxtnJtes in

count es likc Chha.'l'he foreign compa-

nics c()nlcnd. frrr exanrplc. thJt housrng

costs lre k)\\'cr for PRC nationals, s'ho
have greater options ()f where, legally,
the'y crn reside. Many o[ these overseas-

Mony multinotionols

olso ore eoger to

hire Western-troined
"golden youth."

trained Chinese, however, are growing
resenful of the facr trat they may s()me-

times be offered less than their US, Singa-
pore, or Hong Kong classrnares lrying lirr
similar fx)sitions in China.

,,!rs multinalional comprnies hjre mt>re

overscrs-lrlined PRC nationals to staff
their Chinx venlures. a few firms have
tried to institutc thc conccpl of a "ghfial
compens tion' package. tlnder this
framework, conrpanies invite PRC ilnd
()ther f()reign nrtionals rlro hrve just

graduatcd from LIS MIIA progrxms to
work in thc Unitc<l States, usually hrr one
year ()f practical trainirig. 'While in the
United States, tlre emplryces arc paid
sllarics consistent with th()sc ()f thcir
Amcrican ass()ciates. l)pon successltrl
c()mplelion of thc Iruining pcri(xl, thc f()r-

eign nationals rclocate to llreir h()rlre
counlriL,s. fl()\r'cvcr. ()ncc the PRC nJ-
tionirl rctums to (lhina. lirr exemplc, the
company reduces his or hcr srlary to u

levc'l pcrhaps ()nl!'J0-{0 pc(enl higher
thxn th( lol()rrlt :r k,tal hirc trorrld tr,Fi-

cally receir,e. []n(ler such a package, tlre
l,RC n:lti()nul thr.rs would rcceive a salln
scvenl tinrcs snrallcr Ihen rlul paid k) an

cxn.rlri.rt(, \(,1 srrrprisinglt'. nrJn\ rn.rin-

llncl Chinese tmined ubroacl luve laltlecl
Iocal (()st-brscd salan puckages unluir
rnd (hin) thrt s!r(h loq ullries q'oukl

prcvent then [r(nn pavi,rg ()f[ grJcluatc
schrxrl dcl'rts.

Surwying the field

A rcccnt Thunderbird survev o[ [iS
corrx)rirtc recruitl)cnt Pl:rcticcs P()\ ides
s()mc insights ro the rypcs ()f compcnsll-
tion pxckages cxtcnded k) MllA grildu-
ates hirc'tl to rvork in the PRC. C()rfx)rnte

hiring prlctices ancl expect:rtions were

cxeminccl by asking specific questkrns on
each c<>mpan1/s cxperiencc in nrceting
stlffing nceds. its frrture hiring plans, and
the basic elements of the firm s clrnrpen-
sirtion packag(s for posrtions in China.

The 12 c()mpany rcsponses received sug-

gest that US firms have yet to adopt a

uniform approach to kx'rl l'enus expari-

ate compensation. The survey results.
however, suggest several findings about
the recruitment pr(xiess:

I A pool of well-quallffed candldatc3
US firnas refx)n a high level o[ success in
idcntifying and recruiting qualified can-

didates. Twctthirds of those rcsgxrnding

to lhis queslion reponed thcir rccruit-
ment efforts as "good"; only one corn-
pany rated its hiring experienc! ro dale
as "poor." Six of rhc firms had hired
[4ltA gradulres f()r fx)sitions in China
within the past two ycars ancl most of
the survey responclenls plannc{l to hirc
MllA gmduates for lhcir China vc'ntures

within the next two ycars. In contr-Jst t()

repons tlrat US firnrs are plagued by
high empkryee nrmovcr in Clrina, nonc
of the survey respondents indicated any
difficuky rctaining enrpl<>yees. Threc
cor'tlpilnies even relxrncd retentk)n rJtes

o[ 100 percent. Howcver, the lpparent
strcccss of thc survel'ed firms in evoicl-

ing;rrsonnel problems is perh:rps duc
t() llrc frct lhilt the tiurvey was c()n-
clucted less tlun six nr()nths llter thesc,

firms had hired a nes'clxss ()f l\'lllA
graduates.

I A prcfertnce for hlring PRC nadon-
ah In l(l"mi. , )f ftrcf(rR(l r'otrntn r:f ori.
gin, 60 pertent of the conrpunies sur-
vcvetl nolctl thel' \\'oulcl clcrJ to hirc
\lltA holdcni frtrn nrainllnd (lllin:r. \rhilc

PncrFrc
BnIDGE,

I 155 CoNNEcTrcur AvE.. N.W

lrVasHrNGroN. O.C 2@36
PHONE (202)457.8585

Fax (202)833-2279

lNc. HEAoHUNTING
FOR CHINA
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. Western educated Chinese
who want lo return to China

. Database with over 1,O00
good candidates



l0 1rt,rrcnt ()l-thc rcsl)()ndcnts \\'r[ld ()Pl

inste:rtl to t'rrtploy clltnic Chincsc 1.1rt<!u'

.lt(.s lr(nn ll(,ng K(,n8,'fri\\'xn. Singx-
p, rt . , ,r' r. lx s ltrt.' rr A\ix Ilr( r(rrJin-
ing 2() pcr(cnt \\'()ul(l ch(x)sc t() llir('
I ls-lx)rn lUIlAs $flhcn hiring non-Chiltcsc
(ilizcns, (rnlll)llili(s \\'crc nl()\l rrrttcerncd

lltxl ll)cir nc\\ hires Ir. profrtit.nt in trlln'
rLrrirr .rntl :rbk t,, :lrl:rl)t (lLrr(kl\ l(, ot.rin.

l:rnd crrltrrrc.

I strong dcmand for sales and mar-
keting stafr [4()st (rl lllc rcsl)(rr(ltots hlt(l

Irirr.rl rccent \lllA gcr(lullcs trl fill salcs

rn(l lll:lrk(ting p()sitir)nl' in lll('l)ll(.
li r'lv-t\\r ) l)(11 cnl ( )l' lllc s\rn'( \'e(l a( )nr'

l)lni!'s irl\() intcnderl to ltirv \lli{ gracltt-

rtc\ li)r il('(r\tnting :tntl Iinltnr'r' rclatcrl
jolrs, \'lrilc irn()tllrr.ll pcl1cot plllnnc(l l()
lri11. \lli.\* Io r.rl( inr rt..lT,rrt.rlrrlitn,. itr

()lx nrti( )n\ rrntl pn rhrttt rn Iltllrlxl.acrrltjrll.

I Lltde emphasis on rrpatdatlon and
relocation Soulc$tilt \urprisiDgl!, n()nc

ol' tlrc trrrrplrnics sur\(\'cd hrl(l (le\'(l-
rlttl u lirrrtr:tl pr()Itrrn t() ltclp nrunagclt

rcl(x.llr l() thc tlnitc(l Slxl('s rll)()n a(nlr-

pl(,ri()n ()l tllcir .rssiglr,rtcnts in (ilrin:I. li,r
(:l)incsc gr:r(hrill(s ol l S lrusincss schrxrls

Iroping ev(ntually l() rnliglJlc l() lltc
[:nit((l Sntcs. ln ollcr lirrrn x t S lifll tltrlt

Ilr'ks:r rclxlttion Pnrgnrnt toultl l^- lcss

drsirahle tltun un ollit lrom ir llln lhitt
tkx:s. prnir.rrl;trl_v il Il)c Chincsr grudult('
cl xrr nol lntc a grccn cerl ancl tltc leg:rl

rigllt k) Iivc untl work ltrnrancntly,in lhr'

lrnited stirtcs. on thc rxhcr ltan<|, solltr
\'()unl Anl(ricrn l\lllA grx(iLrJlcs m.r)

Somewhot

surprisingly, none o[

the componies

surveyed hod

eveloped o formol

relocotion progrom

ing llkru'anr.c. Nonr of thost' sttncycd
h:r<l .rrl,lrtqrl thc glolt:rl (1)rrl)cnsltlion

st rir tcl.i,v.

Futurc hends

ln thc slx)fl temr, thc glol)ill (ollrpcn-

suti(D xpl)r()ilch Iikcly t'ill renl in un-

lxrPrrler tltrc t() th(j (urrcnl sh()rtrgc ()l-

wcstcrnlritined lrlrlnirgcrs iu Cllinx ln'I'
l)()x). To\\'crs Pcrrin, :l m.lnxgcnlent
rrrnsulting ancl attuuriul 6nu. eslinratcs

lllilt this p(rs()nncl slro(xgc $'ill .()n-
tinllc tllr()uglx)ut tlrc rcmlintlt r of lltr:
tlctldc. IIigh i, lJti(nr r.ltrs xn(l lrequcnl
cnrPloy'cc lurn()\'cr in thc l'll(l also
slr,rLrIl r,,rttirttrc 1,, l)tl\lr lrl) ( \c('tlli\(
((nrl^-ns!li()n lcvcls {)Tt'r lhc nc\t li\\'
)(llrs,

(:hinc\c grirduill(s ol tlS lrtrsincss
\(lnn)ls .r!' ucll .rr tltrir ['5 Jn(l .qsi:rr

classmales. likclv *ill (()nlinLrc l() (-(,nt'

nlxnd prcntiurrr sitllrics.'lltttnclcrllircl
gr:rdultes hirecl kr s,ork in Chinr. lirr cx-

.rrrplt. ur( lrt ing,,lli'rerl i'lrn irllt \xl.ln( \
in the $50.00(!$70,000 rrngc.'li)lxl c(nl-
pnsation 1'rar'kagcs lirr ncq' ltircs. nrore_

or'(r. ()ficn rnl()unl k) l$'() {)r thrcc linlr:i
th. xctunl sxllry figrrrc. l'irr cxurple. <tnc

l'RC nrti()nrl rvho rcccntlv Brldurtrd
liuru flrunrlt'rhird kx)k ir mlrk(ling fx,\i-
ti()n in nlr:rl (lhin ilt an .lnntlill bilse

sxlxr) ()f S55.(x)0. along with a ycarl,v

$5i,0(}() h()using llkrurncc. An(,ther re-
((nt flllrn(lcrl)ird Er.t(ltt:ttc ifi'tt] CItinJ

i(,in(\l J I s (()nll)Jn\"s Clrinir r)p('.-lli()n\

li)r Si5.(xx) in luse sahry. plus $-io,(xx)

l,R(l nltionirls $h(, lu\,c Urrlcrn tr.rio-

ing $()ul(l hc *t'll uclri;c<l to sltop
:rround $hcn lookint lirr j()l)s in EJsl

A\i.r .{ lt.}tri intr.rn.tt r, ,tt.r I (r,ttlI.|('n\.rtx,n

\tud\ slxlni'( )red l)\' l- nlullinJti(,rrxl c()r-

lx)(rli()ns \yill) ()pcrllknls in (;llinl sug-

ll(,\ts tlr;ll th(rL' i. .r s'ttI rlisrrcP.rnr v rrt

tllc ('(rtll)cn\xtt)n ollercrl tt-r k)cxl (,hi-

ncsc ctnpl, rvtr's lrtttl t lP:rtoltr's rrrrrking

irr tllr l'R(]. ln ttris \lr.r(h, sllut'ies lntl
r)thcr b(.n('lits pnliclrtl lo vrlcnln trl.ltttr'

li('tuaing 3n(l sales rttlnlgcrs $'ltt> urc

I'll(: oxti()n ls averlrged apProxinr:rlell
Sll.{)(X). $llilc thr J\'( r.rgc ((nrpcnsl-
ti()n-in( luding sillura('s. In)nuscs. :lnd

urrnnrissions-lirr Il(ng Kong cxpxtriatL's

$itlr 5-lo )e rs c\pcricncc \\'t)rking in
(llrini \\ Js ncurl) S*).(XX).

Thr rnr.rre rcc(|l l'h(rn(lcrhi.d rulluy
sulllil('sts thll ['S-lrlliucd (]llinc:..- \llli\ xre

I](trnninS in('rclsitlgh sc'lc(li\( itl :r!1cpl-

ing i,'lx in tlrc l'll(i, gcncr:rllr rrltrtittg
Frrition:. rn \\lli(ll thc\ s,rtrld lr' ,1.r..i.

fic<j as [r:rl hirr:s rrr ofirrt'tl <rnsirlt'ntltlr
snullt.r corlprnslttion plttkltgcs thln cx-
pltriltcs. 'lhc :rr'cr:rge hase s:rl:rn ollcrccl

l() nc\\ !lll,{ gntlttllcs lrr rcsp(nl(lcrlts l()

thr 'lhunrlcrhircl survc)' $'its iusl ()ter
${S.lIil, Altr(hl :r lhrrd r)l llrr' (tnrlrJnic*

ollcrr'<i lx,lrus('r or totnntrs.ions r.tttlittg
k)nr l(!50 pcrccnl rf ar crnpkr)cc s l)ils<'

sahry. ln additk)n. rror('than hall rrf the

(()rnpJni(s Irror idcd suhstantirtl housinE

sulrsidies :rnd rrrrttPrnl' cars complctc
rvilh clrivcrs. lfxd()ring in conscnlillh:r es-

tirn:[cs li)r thcst lx'nclits. th( lusi( lu(k'
:tgr'. ultt.lr inrltrrlts lr:tst' s:rl.rn. lxrusinS

tllorvirncc, lrnrl rorlprLnl- cirr, li)r lh(sr
nc\\' hirrs J rerilS('(l rl)pr(,rinlllcly
S(i),1)00 lxr vcur. lrss tlun l0 ltrce t ()l'

tlrt' rr,trrp.urics,irrn rt t J :trr.trtlt'cl .igninE

lxrrrLrscs. hanlship srtbsitlics. ot I'umilv t'<l-

u(irtirrl nlrl)sidies f()r (illinil lx)un(l cnt-

PL,r't,cs. lrtn ntr)\t :\tr^1) 1s'rlxrnclcnts ci-
thcr pn:r itlc or phn t() pr{)\,idc cmplo\,(.('s

$ ith cost<rl-living Jdiu\tmcnb l{t ircc()trrlt

f()r (lhin s lligh inllati(r'1.

-.llir1(.hL,i 
tnll I)dt,i.l l{'. l,loni
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vics the lack of rt f<rnual rcpxtriJltn ()r

rek\':rl lon Pr( rBrJrrr J\ :t Lli x xl I rPF !ntltlil)

tr lruild:r krng-tenn rarcer ntanuging tltc
()pcrxti(nrs ()l-x l S (()nrprnY in lllc l'R(:.

I lnsl8hts on compensatlon \\'hc,1

.rrk(.(l .rlxrut llrc l( fin:' {'l L'(,rrtl)(rt\.rlxn)

li)r th(ir nc\\' hircs. lulf ol thc employcrs
pafli(il)i[in!{ in thc sun'cl rtponcrl th:tt

tltcir srlrrry ollcrs li)r I'R(: l)()siti(rts ilt(()r-
p()rxt((l clentcrlls ol lxrtlt cxl':ltrirttc ltncl

krcll r:nrplovc't srlen' p:tckagcs. Sontc

linrrs. lrrr cxrnrplc. ()flr'r I'RC lUllAs ll)r
sanrc l)irsc sal:lq'xs exllltr'i!ltcs. l)ut Pr()
viclt. sntallcr hor.tsing alirslnces to (ilti-
ncse nxti()n!ls. 'l'ltc ncxt nxtst popullr
lppnra<lr (-r.2 pc(cnt) \\'xs to exlcncl ln
rspatriatc pa(klgc k) lxrll l)RC :rn(l t'S
n:tttrnrtls ltirtd lirr posrtr(,n. in (.ltinrr.
()nl) r)n('('{rnl).uty ofli rtrl rts l\lltA ltin s

a purely kul package'-a sahry of ap-

proxirnatcll'S20.(xx) and x tlnxlesl h()tls-

Commonding Top Dollor



housing and travcl alkrwlnce, lnd llre
possil',ilily of carning a $10,0U) pcrfor-
nrlnr'c lx,nus in his first y<rrr. Ont,Anrt.ri-
t'ln-lxrrn (.hinese rrhrr grldulterl fronr
Thunclcrbircl acccptecl l lucrativc oller o[
$150,000 in r()tal c()mprnMri()n ti(nD x []S
c()nsiruclion firm. Onc n()n-Chincsc
Antcrican u'ho spcaks fluent Man<larin

re('enlly was ()ffered $220,(Xn in c(nnpcn-
sation for a managcDrcnt position in x US

conrpany s Shanglui olfice.
Civcn thc high cost of staffing (ihinl

venturcs. cmployers qould ckr rvell tr>

hire ancl train MBA gr.rdr,rates enrl offc-r

sutTicienl inccntivcs to keep thcnr on
borrd li)r thc krng tenn. 'f() sh()ncn thc
search lirr I)RC manxgcrs familiar uitlr
vtstcrn busincss prudi(cs, (iS crrploycrs
shoulcl l<xrk t() rccrui( from gra<luutc
husincss progran* ;rt US busiDes\ sdr(x)ls
th.ll ()l-fcr c()ncentrati()ns in intemarti()nxl

business ancl attmct a rrlatively high pnr
fonk)n of f( )reign Hudcnls.

Th()ulh l'1Es xre hiring nr()rc lls-
IrJinc(l (:lrinc\c IlltA grucluutcs thlrr rn

the prst, USJx)rn xnd -educxted llllrAs
also u'ill trntinue to lx.rceruitcd in largc

FlEs expect to continue

hiring increosing

numbers of expotriote

monogers over the next

five yeors.

nunrl)crs. A recent r'un'ey by executive
sclrth firm K()rn !'(,rr) Intcrnrti()nxl
lirrrnrl tllrt FIF-\ (,rip(I tr) ('(,ntrnu(,hiring
incrcrsing numlrcrs ol cxpitrixlc nun-
Jgcrs ()\,er the ncxt fivc yelrs. for the
nr,rst l'xn, rhc fl[:i llut rcsp()n(lc(l to the

K()rn'fcrr' sun'c1' ltad no pllns tirr lull
krclliz:rtion of trlnlrgcnrent until well
int() lhc next (cntury. An()thcr slrrycy.
condueted by thc National Rrreign 'l'ratle

Grrrnrrl in I'x)-r. rrfxrn(rl sinrihr linrlings.
6(i p(.Rcnl of the t TS companies rcsJxrnd-

ing ilrdi(irted thlt thcy planncrl to con-
tinue hiring cxprtrillcs lor thrir Ohin:r

vcnltrrcs thr(Ngh thc cncl of thc <lc.aclc.

Ovcr thc next li,\\ \'!xrs. sntallcr nunu-
f:ritrrring l'irrrs .rncl rtn'r,'c (rrrl)Jni('{

likcly will contintrt' t() fl(x)d int() (lhin1t

rrr king it unrulislic t() assuflrr thlt tJrc

demand for skille<l stafL uhether PRC or
Vestcm. $'ill cxsc.

'lllc str()ng dcnrand firr (lhina mxn-
agcrs makes it criti(al at tlS finns think
carelirlly alxrut lhcir hiring priorities. The
windham Intcmational studl' r.rnks Chinr
sc,cond only to.lapan ls the (()untry most
oftcn citccl ti)r pr(lu( ing assignnrent fail-

urcs. blaming these fhilures on lanril1,.

lifcstylc, irnd cxpllrillc $r)rk-Jdjrrslment
strcs\cs. FIES u,oulcl lx wise to cstalrlish

wcll-tlellncd. (ihinr-specifit hiring encl

c(nnprns:rtion p()licics 1() atlr.rtl lnd re-

trin c(nnp<:tent pcrvrnnel.
ln the futurc. ('r)nlpanics l)r()\ iding

(\n pcns ti()n P:rckages that pr()ve un t-

lru(livc 1() Pll(l nxti()nals nuy fincl thenr-
scllrs rrnablc k) ((xnl)ctc s'illl l finn tlut
rec()Snizrs thc l,xhrr ()[ r v.(-stem-trJined

l')lt(j nrri()n11. Onh, finns thirt ()llcr similxr
c(nnlx.nsati()n packagcs to cxP:rlrialc an<l

fll(l nrxnagcrs u itlr rrrmpamlrlr., rlullificu-
li()ns \\'ill br xblc t() rttncl lhc l\.st pcr-
vrn lirr tlte i< r--antl :l<ricl lllling lrhind
tlr('(('rrpctitir)n t
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Jones, Day, Reavis & Pogue

is pleased to announce thar

W. ANrHony Srrwenr ANr) JoHN Y. Lo

have hcen admittcJ as Solicirors of rhe Supreme Court of Hong Kong ancl thar the Firrn's
Hong Kong Office has hecn authori:eri hy Tht'Law Society of Hong Kong to practice Hong Kong law

The Officc will continue to a,lvise on U.S., China,
anrl orher international legal matters

March I . 1996

Jones, Day, Reavis & Pogue
29th Floor, Enrerrainmenr Bu ikling

10 Queen's Road Central
Hong Kong

Tel.: (852 ) 2 5 26-6895
Fax: (852) 2868.58i I
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Putting Children First

I Joseph &orry

Morketing efforts

should torget whot
Chino's urbon

lueconsumers vo

most

A . cordin,r to J recenl Vci8ht
n watchers survev. most AmerF

II .r.,. "would rarher have a

I \ neatrhy txiy and an adequare

inconre rhan live thc rest of their lives fat

but rolling in dough." Nothing could form

a surker contrast to the siruati()n in China

rulay. Ever)'thing we see and rcad sug-

gests that the Chinese are uniformly intent
on making moncy. Prcss repxrrts are rife
with detriled accounts of the PRC'S new

consumersi-{he urban citizens qho have

motc nroney to spend on consumet
gxxls and services than ever before.

To txrget this increasingly wcxlthy con-
sumcr seSment effectively. nrlrketing
pcrv>nnel need t() undcnitand the values

that nrotivate the typic'al urban resident to
spend his or her disgrsable inconre. The

growing txvJy of survey data on China's

c()nsunlcrs suggcsls that consistcnt pat-

tcms guide ho* thr'sc consunrers spend

moncy on rheir childrcn. themsclvcs, and

thcir h<:useholds (.srt, p.,32).

Iuarkcl research has nevcr b<'en utsy to
c()ndud in China. lrut seveml survc)s are

bcginning lo shcd ncu' light on consurner

priorirics in the PRC (.rce p.l4). A poll of
Chinest' consumerr released lest spring bv
tlre Gallup organizxtion (sec 7l1c CBR.

Seple mbe roclobe'r 1995, p.19) $k('(l re-

spondcnts to chcxrse fnrm anrong a li:it of
goals for which they would aim if they
$'crc Siven a largc sunr of moncy such as

a hontrs, and u'hat tlrcir sa,ings goals

*cre. ln I99J, Argonxut Expon l\'lxrkel-

ing, Inc.'s survey of Shanghai consumers

asked respondcnts how they would
spnd a one-time Y300 ($36) windfall. An

earlier survey by Godwin C. Chu and
Yanan Ju, rhe 1985 Grcat Wall in Ruins

repon, asked respondents to select their
priorities from a list of 14 life goals.

Each of the three surveys included
sedions revealing parental anitudes rcr
ward providing for the needs of their
children and themselves; saving for the
future; spending on 'treats" for the fam-
ily; acquiring household durables and
impr()ving the quality of their housing;

and investing in their future eaming F'(>
tcntial. In cenain catellories, overall re-

sponses were c()rlsi"stent from survey to
survcy, indicating that each survey s

quesrions tapped into well-established
Chinese velucs. In othcr catrSories.
howcver. resfxlrrses were n()l Js corLsis-

tcnl from one survey to the next, imply-
ing drat the qucstk)ns were n()t frdmed
in a way that struck a chord with the
Chincs{' respondenls. or that consumers
holtl a varieq o[ r'iews on sp(nding in

these areas.

Cirtcgories conccrniflg spending for
chilclren's necds, spendinS on oneself,
and using discrctionary income to build a

nest egg showcd highly similar reslrcnses

acr<lss all rhree surveys, suggcsting th:rt

thcse views are strongly hcld anong
China's consumcrs. Three other cate-
g()ries-{reats f()r thc fanril). lrousehold

appliancc-s and othcr dumblc gtxxls, and
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! Joseph S<orry is president ol
Argonout Export lrto*aing, lnc. in
Chicogo.
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llcvr(\ r)l'lllc (lxll in tl)c lhr(c sun'(\'s
rrr.rkt's rk'.tr tll.rl Irr()\irling l,'r, lril,lr,.rr.
(((1. I,!p5 tlx. lr\t ,,1 .l\,n(h H I)fl,,ntr(.s

'lh(' inrpon:ln(( ph(c(l on (ltil(lrcn likcl\
it('Ir\ lriflr l',,tlt r.llrirtc.u (1rltutul lr.l(lili,,rt.
*hiclr ltoltls tlt:tt cltildlessncss is onc ol

thc $(n'sl lin-lrs ()i 'unlllill belltvior', unrl

llrr' rrrrxk'rn onc thiltl polir.r tlrirl ()lt(n
lc;l(ls l() tlr( liltle cmperor" svndrxllc ol'

l)rr(nl\ llvir'hing :lltcnti()n ()n lll(ir ()n(

lntl onlv chikl. In crrnlrrst. ;rror icling Irr
,,tr( \ "\\rt ltL'((l\ rJI)k(\l i(r\l .l\,',r)\l\.
t(rrll\ .ir tlr( lx'tt(,rn r,l- r( i\pon(l(.nt\' pr i,,r r.

tic: llli\ nlilr l:( a clircct rell((ti(nr ol t\\1)

krng-st:rnrling (ll)incse (t:mr(t('r'isti('sr l)ril('
li(.rlilI iro(l rs((]ticism. l)L'sl)il! llre (1)un

lt\":, nlls(clll ((rlsrlnlel ('ull\rlL, il s((r)ls
llurl lll(' lvl)i(irl (lhincsc consrrrncr lrrrs un

Porents seorch for

products offering

superior quoliry

when buying for

their children.

inttnlrlizctl ncctl t,r lpltrr ltttnthlc :tntl
sr,lllcss-likclv u r'rnrs!'(lr.rcn('( of tltc crrrrt-

firunisl-eri lircus on tlre ncctls r:l the

tr(\lp r.llhcr thun thrsc ol tltt inrliriclral.
A clrilcls clcrelopn)crll is x c()r))r)l()n

Ilri()rifv in nr:ln)' (\rllr.rrcs. ln (;hinx, xs cd-

rr('.tli')nill,rptr,,tts lrr',,rttlr,rt. Ir.rrcttt. in-
(11'.1\ingl) \r(\\ llt( u (1)il(lr(n\ ('(ItI(.rIi(,II

ls lhc utnr(,st prior'it1, rr'gur'cllt'ss rll the
('()\1. In 5(nnc trrllrn lrrcrrs, l)lrcnls crn
n()\- scnd tlr(]ir ,.lrilrlrr'n l() rnitgnct'
srlrrx;ls. Trhich 

I)r(n)lrst' r ltttcr ctluca
ri()n l)ut cllarg( lliglr(r luilirnr thun tht'kr
t:rl ntighborh<xrrl sclrxr! untl rlrnltnrl
tr1>liont cnnrllnrcnt le(s rrl rrP () Y50.(XXl

(:r6.001)). lil(,rr(,rrtilry sclrool luilion at

thcsc 01:lgntrt sclrrxrls crrrrcntly rirngcs
fr()nr Y2.000-Y10,000 ( lii2.1(l$ 1.200) ln(l
junxrr high sclt<xrl cun c'osl rts tttttclt lts

Y6.{X)() lxrr v(lrr. \onrtlrclcss. lrlJnv lllr-
I nl\.ll( \\rllrn! li, u\( llx lr (lr\lxts.rl)[' ir].
(r)rnc l() I):lv lirr priratc stltrxrling.

Suall str()ng l'lrnrill r':rltrcs (arr) ()\'cr

it)t, , tltt. lt:ir k(tl)l.r( (. ,rrrrl. tlx.rt.li rrr . r'r,rrsti.

tutc vulrrablt intclligcnr'( lirr tllrsc selling

g,uxl.,rnrl rr.rvircs in llr( l'li(. 'llx ( lrirl:r
nrlrkct (rlirs ()l)ln)flunities in viflurll]' rrll

\f('n(l,r)l.i (.rlUl,,rr(\ r('l.llr'(i l,' rlrIlr(n.
ncecls, bct:rrrsc \\'llcrt il c(rtlcs l() (rnr-

sunrcr grxxl: irl this ireJ. (;hinese prr('ntJ

.lnd g ndl)ilr(nl\ c;rn l^- crpec{ctl to cr-
pr(ss x str{rDg prclcrt'ncc'lirr prrrlu<ts tltal

olli r .rn rrlgl Ilrt'r qrll rnrrst tltc titttr'
:rncl elkrn kr se:rrct ltntong pnrluct trlicr-

ings ti rr sornt. rr,iclcncc of sr.rpcrior rluelitl
lxlirre rlrrxrsing rvhich pnrclrls unrl ser

liccr' in r givcn (irleg()ry t() purchdsc.

In slr:rrp (rrtlr:rsl l() tltc str()ng rnll)lul-
sis c()nsr,r(,rs in lllc l'RC plilcc (D nr(rt-
ing r lrrl,lrt n . n( (\1.. tlr( ! |[r(1 J I' '\\ l)n
orilt on their' ()\\rt \\'itnls lnd nccdr.
V hilc it slrrlcl lx. clilllcult l() c()nfifln ll)i5
Jtlillr(lc l)\ en!rnluftlling thc prrrlucts (lhi-

n( s( (1)nsun)en r,/r,rt ? lruy li rr thcnrsrllcs,
Ihc l()$-Prir'crl. rrLrss'Proclrrcetl pnxltrcts
ll)cv (lo 1(.n(l to lnrv pcrhlps rcvc:rl tlrcir
\'.tlLrcs. Slrun)l)(x)s 1rn(l ()thtr prrsonrrl hy'
gicnc grxxls, lirr cxlrnrplc, ltlvr lrcrrrrtr'

Survey to Survey
'lh( (llr('\ti()nj' rlnd rc:'l)(nlscs Ift,In lllL'

splirrg l9()i tilllrrp srrnty. tl]( l{)9J Arg-
(ntirut :ur1'('\'. llD(l thu l{)lii (;rcJl virll
sLr'\ ( \' \\'( rc anltlt'zcrl ltccortlittg trr

r,.r, rr li,.r ('Jlcgrrfi(s (,1 r'( 'rlirl Ir|rJ)I lLrl

I\fiir1lk'. 
'lll(' lL\(l ,rl ,1rrj'i\l(tx\ r,l ri'

:ponst: sithin cltch catcgort \\';rs (l(1(r

rlintrl lrr r(nrtprring. ltr'r'ors tltr' thrcr'
\ut1c\\. lh( nlrnllxr ()l res;rrrtscs r:trlt
t uttgon' lecrivccl ltot' cxantltlt . rc sl,,rn-

.Irrt. rn .rll lllrcr' \un'('r\ h.tc(l \.lrrll.l.
ir\ J prirnrry goal. so sevings r'ln lx:
crrnsiclcrr.tl a t()p pri()rit)'. ll\' c(nrtrirst.

rcsponrlcnls dicl n<x unilirrntly sclect
spclrrling on household nc(cssilies xs il

l)ri()rily.'l'hc Ga llup rcsponclcnts ptrt

horrsclrolcl appliancc purcltrscs in Ihc
nrrdtllc tl) l()p-pri()rit!' r:lnge. \ lile Arg'
()nxut resp()ndcnts rankt,cl ltPPlirtrrce

Jrurch:rses near lhc llrrttonr
'flre sun'cys t<nk dillerent lppfi)a(lres

(r rct xt thc funclanrenhl nx)tit,xti()ns (,1'

(:hincse c()nsumerr'. Thc (;allup suncy

rt':ttl: Ileiot i\ r li\l (,1 tlillelt'nt *ats
pr.rplc oright lrx lhc nr(,,)(\ if lll(')' rc-
tr'ivr'tl lt largc sttttr lrottr rt lronus ot
:,iru( ()llrcr sorrrt.. \\'lrir'lr ol tlrt, lirlLr*-
ing l)!rl)()scr', il:rrr1'. tIr \1)r.r lllinlt v()r.r

rrorrkl rrsc th( nl(n)(\'lixT (iullLrp ltlso
;r.kc'cl rcsprrrtr['ttts t(] (lr(x)\( liortr :r list
ol \u\ inq\ gouls :\reort,rtrt (lllcsli(nrc(l

lcslxntlrnl:- "loultlrr)( \(Ju lr:rrl :tn .rlrl
\ 1t)i) lS-l6l :rr]ilrrlrl( l() \l)r'n(1. ll()\\
nrr.rth urrultl vorr slrrxl on tatlt ol thr'

lirll,rsing Isi-r rllrrcr.'sl1 'llrt' (ircrt \\'all
rlrrt'ricrl. \\ ltrrt rlo \,r,tt rr.rrtt rttl):t itt
lili'?":rncl eskccl rcslxn't(lcnts tr) sel..l S

otrt rrl lr p,ssilrlc' rtr:.rvtt's.'llttlr' nt.ttn

l)irtlcrns eDrt]rS(d lrrnr tltc threc sr.rr-

\,c\'sl

I Providing for chlldren's needs
(lullup resl><,nclcnts lrnkrd snving for
childrcn s cducation ()r rrtrrrixge ts r tol)
pri()rit). Arg()nJut rcspontlcnls wtrtld
spcnrl as rtrtrtlt rs l-() ()n v)rnctlring thcir
<hild needs. (;rcut \\rll resfxrndents sxid

onc ol tlrt'ir tr)l) g(,ill. ilr li['uls to rlisc
''rut t r:sslirl rJtiLlrcn
I Savfur$i (iullrrp rt,sporrr.lents slirl tlro'
uotrlrl rrlLx:rtt rnorr illtornc, to llrrrrilv
sir\'ings il gi\'cn u lIr'gc srrrn ()l r)x,r)().
llrcv lrlso s:ritl il urrs inrl)()nilnl 1() slr\!
r)r(nr'rr)(nr(\ l()r rrr(j(liaxl ltnrl rrlcl lrgc cr

I)(nsr\. lr].t()rr.lul rr'rporrdurrtr r.rrrlrrl
\l)(n(lil)1.1 l)irfl (,1 .t \'l(lO lx)nu\ rnt \il\ ing5

.rs J !r'l) l)rr)rily 
-lllr'(irc.rl \rrll .turh

rlrcl n()t r;trcn \ilringr I)rclctrncc\.
I Pnx'ldtng for one's own nc'eds li )r

(lrrllLrp rcsporrr.lcrrts. spcnding il lnn)u\
on tlothing, itselry, leisurc. trat'el. <rr en-

Icrl:linr)lcnl r:rnkcd rrt thc lxrttom o[ thc
lisl ol prioritics. Argonaul rrsprrnclcnls
r:rnk(\i :rt llr( lx,ttrrrn gctltingl :{ rrx tllrll.l
spceirl lirr lhcnrsclvcs Ancl rmong
Grc:rt \\'lrll suncy rcsp()n(lc'nls. (,nl) l-J

Pcrtt'trt srrtl tlrt'rr 8o.tls tn lilc rscre _lr

conrfonlblc life ()t -rd|cnture.'

-loseph 
karm'
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lx )osinu iI|)pr(^'cn'rcnts-nr:lnili'stc(l ( 11l\

rnrxlclrlc ugrccorenl. in(li(xtinJl il \\i(l(r
lrngt. ol r.rrrrsrrnrcr prelc-rcnrcs. -l ltc su -

ti()n\ ()n p([s{)nlrl xn(l l)trsin(ss in\(i't
nr( nl. nrcil,r\l)ilr. shou'crl rttinirr]ltl
irSr(,(,ll]cnt lr('r()ss tl)c tllltc surlr)s. Pra-
l]lrps lrr.t;llrsc irtvcslrllcnt xctivilics xrc
slill v(ry n(\ t{) thc :tvcrilg( (lhint'st :tntl

r(n)g J)rclcrcnces lrrvc yct t() tirk( rx)1.

Whot children need
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SOTE SEE A STOrcSTACX I]IDUSTRY.

WE SEE SHIFTIIIG EIIYIROIIfilEI{TAT REGUUTIOII, GAPIIAT BESTBUGIURI]IG A1{II FUTURE IIEITTHGARE ttABIt!TY.

Managing your compan-y in a hostilc w.orld takes a partner
o can sce be.vond the obvious. AIG is uniquell.able ro protect
r because we have a clear understanding ol'risk, no matter \r,hat
m it takes. Since threats toyour business come liom many dit-
:nt directions, we offer expertise not only in insurance, but in
naging total marketplace risk.

With oflices in ;rpproximately 130 countries and jurisdic-
rs throughout the world, AIO has an unmatched knowledge ol
al conditions and regulations garnered during sevent-y-five

-r,e;rls o[ international operation. In lact, i\lG is thc onlv rvor.ldr.ride
insurance and [inancial organization that helpsyou manage all.your
business risk and prcserve shareholder value through a trroarl range
of customized services. Sen'ices like cnvironmcntal engineering,
global claims nran.rgement and polirical assessment. r\nd we've got

:i:s,lml[::m i: iriil:J:;i1i'l:'fl1]Y EG
do something uon 0 r,El0ERs lr IisuRAicE liD frtticr^r. sGnvrcEs
abOUt it, Annrai ilehalonarcmuo rnc,OeDr A ToPh.Srrser ewYort,riY t0?70
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\'(1v I)()pLrlilr ln Chinlls uclLrlt colrsurner
n rket.-fhorrglr Chirr h:ls l)lcnt\, ()l (k)-

nrrslic I)Illn(ls of solrp ltnd shirnrpo().
j(rinl vcnlLrc blatrtls sclling lirr Y5-\'li)
( S.60,:,i, L2(l ), llx)Lrgh nn)rr cxpcnsivc thrrn

kxul lrr:rnds, scll purticuhrly tell.
l-hc l)igllesl hc()r in thc nlarkelll)ility 1)f

thesc p(rs()nal axrc pr()(ltlcts scenrs i() l)e
thrt prices arc lo* cnoitgh ti) ketp Chi

ncse xdults trrnr lccling indulgrnt rt thc

expcnse of their chilclren s ncecls. In lcltli-
ti(tn. sLrch pr()ducts lilst x \\'hilc. s() c()n-

sumers leel thcy gel value for thcir nroney.

Lenrling credencc lo thc hypotliesis lh.rt

China s c()nsr.rnrcrs tend n()t t() w:rnl l) crill

xttenli()n t() lhcnrselves. c()snretics c(Dp:l-
nics hlvc hacl D)orc sLr((ess sclling skin-

cxrc pr()(lucts thxn col()r cosmelics {.\!? 7h('

a,IJR Septembcr-Ocr(r)er lD5. p.-l,i). l\4a.
keling nrxssl)()duce(l, utjlitxrixo produds

Iorl:rr,:l <rxl-conscioLrs xL[rlts wto lcnd not

t() uant l() sllln(l orrt fiom the crowcl also

is more likch to bc r successful stratcgy

tlrxn milrk(ting sr.rch 1'roclucts towlrl chil-

clrrn. who, l)xrc[(s believe, reqLlire m()rc

sprtirlizecl prtxlttcts.

To sove...

(llrinr llisk)ricilll) ltas lrcc|t r inttrn ot
sir\cLs-lrl .ll)l)r()xiorxlclY -i0 l)rr(cnl ()f
r;l'1, ( lrin.i\ ,,lrinS\ r.lt(.(l ti.nllt l\

second only to that of SingJp()rc. Re-

spt,nJ('nt. in ull threq:urvYy( (1,n\i\-
tently said savinll $,as a k)p Priority.
Vhile nonc of tlre sun'eys brcak clown
savings c:ltegories. ChinlL s citizens seenl

to place e fairly high pri()rity ()n ac(u-

mulating savings in an inflxtj()n-proof
ftrrm and reqLlire incentives t() keeP
thcir money in the bank. For exlmple,
rurany Cltinese rushecl to buy g()lcl when

first givcn the ()pp()rtunity in 1994, with
the rL'sult lhat (lhini is now onc o[ tlte
wrrrlcl's largest inrp()rters of 8old. Mean-

whilc. l'RC tranks. qrl:lting in an econ
(rDy where inflltion last year ll()vcrcd
arouncl 15 percent, have l)een forcccl to

sr.rlrsidize lirr inflariotl losses to kcep clc-

p()sik)rs ii()m rvithdratiitg their silvirgs.

Chinesc consr.tmcrs urc likely to con

tinLle srving at high rxtcs. rven rrs ororc

encl nrorc prodttcts ltctlmc :tvailal>le on

the &nDestic rnrrkcl.

,,.or lro spend

OIlrcr prioriri(* .hor,r trl f.rr ls"s rrrnsis'

tcncy a (xrg the sun'eys, rcflccting m()re

fluid atlitucles arn()ng Chincse consLrnlers.
'lreating thc family ancl llcquiring h()use-

hold nc(cssitics ranged fron nriddle to
bofl(Dr priority. The iDpulse Io treat lhe

fan]ily to gifts or olhcr spccial (\rtings re-

ceived a vilried response, likcly reflecting
a lack of consensus amonS parents ovcr

h()w 1o allocxte family resorrrces. Visits to
fast-f<x rcstar.rrants like McDonald s and

Kentucky Fried Chickcn have lxcome the

family outing of choice, despitc' the facl

lh:rt J mcll thcrr.'an Irc rn(,rc ( \p(n\rve
than the locxl fast-food equivalent, and

many Chinese value fiscal restftlint. How-

c\(r. lhcse p,,prrl.rr US [l't [,,,,1 ih:rrn'
can attrihute their success in China in prrt
t() the fa(t that they appeal to thc Chinese

tradition of the fiorily feast.

G(x)ds thxt do not appeal t() such
clcep rootecl farnily customs are le'ss

likc'ly to tt mrrketcd successfully as sPe-

cial treats lbr the famjly. A lxrx of flLncy

dr<roletes (r'a n()vclty t()y $t)trl(l n()l fit
with Chincsc p(rccplions o[ r shlrecl

Keeping Tobs on the Chinese Consumer

The follt>uing is a slttttplint lrut lrv no nrclns il ('(rl)Prc-

hcnsivc lrstinl.l-of t()nsLrnl('r strr.r'c-vs ltnrl cotrtPilations of
lili'str1t tlatu untlcnukcn io (llrinl in ,!((nl !r'rlrrr.

rllrtr lr,ttscholtl cltotcs. 'lltt' results u'clt' Ilr.rlrlisltctl in tlte

.lLrnc 1. 191)5, issuc
. Gdllup China inrcn'irN(,d J.rl9 (lltinrst .()rlslllll(l-s ,1:r

ti()n\\'i(it' ilt lrrtttr'. in pcrrrrlr. l)cl\(ren \lJv Scl)lcnll)cr l()t)1.

. Gr€y Advertislng and A.C. Niel'sen/SRG China strno
(r,nsunl(rs on tlrr'ir lrtrt'ing Prtlircntcs enrl on strch issuc:'

:r: I)ricc scnliri\il\. Nicl\(ll'Sl((l Plrrn to lx'gin x tcl(visi(nr

rrtirlq srn'ia(' in I]('iiiDg. (;urlnszh()Ll. :ln(l sll.rnglui tltis vtrtr.
. PfoJile of Chhra Mtr"kets: Corrrplcte M.trka't Dttttt ort

Slrerditq Patren s of l.l Blllioi Consurrters lrt Cbirro.
lry lkssltr I-ctl. usc(l n:rlir)nirl t lcrnogr'e1thic . ittrrrnrt'. ltnrl

.(nrsuI]ll)li(xr elut;r lionl 1991-91 l().n:rlc I)r)lllts ()t (lllin('s('

sPcntling P.tttcnt'.
. l,eo Burnett Co, ctxrdrrels lrirtrrntlrlt sttn,r'ts ()l (lltinesc

((rlsr)lllets irr six citics.
. Roper Starch woddwide suntvc<! (ihinx xs l)ilrt ol ir -10-

courlt,l il),00(!l)crs(,n sun'cv ol slropPing styl.s rnd xtti-

turlcs torvarcl rcllcrlising.
. J. walter Thompson has conc[rctcd rescurch in uraior

cities on lnnurrl hotrsehol<l incolnc lcvels.

-.bs.ph 
Scun!
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Though mony Chinese

volue fiscol restroint,

visits to fost-food

restouronts hove

become the fomily

outing of choice.

. Argonaul Export Markcting, Inc. itrrrrrctl iio Sllrrrtg-

lr.ri r(Jnstrnr(rs l^ rr;ril in l(){).t. li)((r\irr}l Lrtt lto\ ttslli)tl
(l(r'rt\ \\()ul(l spr.r,ri rr orrr'linrc \l{)ir {SJf)) \itl(llrlll.
. Chlna Market Survcy and Rcsearch Center tt\t\ llt(
lrll(. SIirlr'\lrtisti.itl IJLrr(irLr'\ l)r)llirrg n(l$().li ()l l(1.0(r{)

lroLrst,ltokls it) I ri (i(ic\ iln(l ()O.ll()O rtrrtrl li, [trr.,lt, rlt I t0 t{)lt-
(llr(1 \ur1( \'\.
. codwin C. Chu and Yaoan Ju strn.\t'Ll -:l.ix)() R \lnn1

,lents. rttortlr ltrrnr nrt{rrr|olitrrrt Shrttrglrti. ort tlrtir lili'go.rls.
' rt'resrrlts rrcrc pulrlislrr:d it lltL (t)utl l\"(tll itt RLtit!r: (.irtt

Dutlticolfutt dtkl (:ttltttul L:l)dttkt' itt ( Ititttr.lIr(I 7;).\'{'('(.)//r'-

. frre ln its -lunr 199.t rcudcrship slrr\'(\'. lh( nullitzin!'
pLtlla.l lillc t,hittt rtr(lcrs (nl e(lu(Jti()lt. inc(ntle. r,((tlPilli()n,

lnd spcn<ling p:rttcnrs.
. F.ar Easl.ern Ecorrornlc Reuleu surlclt(l rs9 PR(: c()Ll

plrs rrn $'lto lekc's Care ol ln)Lrs(kcePinq. slt<4tpitlg. rLncl



family event, so marketing these as goods

for the whole family may rum an ambiva-
Ient buyer into a disintereste'd one. Mar-
keters of a brand of pizza, for example,
might be more successful if they empha-
size to parents the nutritional value of
pizza and stress that while their children
might think they are gening a trcat, they
are rsally eating a healthy meal.

The 'family value" of a panicular goql
also is refledcd in aftitudes toward other
purchases. Reslnndens ranked the pur-
chase of hous.ehold items such as appli-
ances, electrcnics, and other durables for
the home low on their lists of priority
purchases. Thc'one home purchase that
emerged as most important s'as the tele-
vision, which lies at the centcr of modem
family life in China to an cven greater ex-
tent than in the United Srates. tn 1979,

there were an estimated 5 million televi-
sions in China. By the end oi 1995, rhar

figure had Srown to 250 millkrn. Other
appliances, such as air c()nditioners and
even perxrnal ('omputers, afc n(x seen as

promoting family time and, thus, will
probably mrt scll well if linked to a fam-
ily-('entered empaign.

Unchodad wfrrs
rVhen it comes to buying for the home,

respondenLs dcmonstrated varying priori-
ties. An infonnal review of the data sug-
gesrs appliances and home improvement
goods and services ranked high relative to
storing up oo necessities or building a

new house, which were lower down on
rcspcrndents' lisls. Futurc survcys that fe
crus on home purchases cenainly will add
greater detail to this picture- For no$,
though. it appc'ars that attitudes on buy-
ing for thc home may be s:wayed by ef'-

fective marketing campaigns. For exam-
ple, a mJrkctcr of vacuunl cleaners in
China might avoid using thc image of a
'happy housew ife who tre'als her family
to a clean honre, and instead suglqest dtal
vacuuming is cssential ro providing thc
dust.free. hygienrc cnvironmcnl g()wing
children necd. Another staregy could in-
volve emphasizing the qualit) of the mar-
keter's vacuum over other availahle vacu-
ums on thc market that might tcnd k)
brsak do*n or do an inadequrte iob, and
thus are a q,aste o[ money cornpared to
the advertised bmnd.

The unquirlifircl enthu.iiJsnr Jlx)ur in-
vcsting that urban Chinese profcss infcrr-

lnvestment-reloted

octivities consistently

received foirly low

priorily.

mally does not resonate in thesc sur-
veys, in which reslxrndenLs tcxrk moder-
ate positions when asked ahxrut invest-
m(,nt. Invcstmcnt-related a('tivities,
ranging from invcsting in one s business
t() investing in oneself through educa-
lion. consistently rereived fairly krw pri-
ority. One cxplanation for the discrep-
ancy hetween the apparent eagemcss to
invcst and thc contradictory suryey re-
sults could be that the less tangible.
practical, or culturally appropriate a

pr<xluct is, the less inclioed a Chinese
consumer will Ix to part wirh his or her
m(,ney. Chinesc consumefii t(xlay seem

inlerested in investing, but cautious
atDut the adual cornmitment ()f funds to
a vehicle that caries subsunriul risk It
may be simply t<xr early for thc Chinese
population to have firmly established
ideas about the risks and bcnefrts of in-
vestment. Marketc$, perhaps, could find
it wonhwhile to prc.sent certJin gods,
su<h as personal computers, as an "in-
vestment" in thc future well-being of a

young son or daughter.
Some purchasing trencls. however,

klic the lukcwamr survey rcsults, srrg-

gesting that the Chinese c()nsunrer is he-
('()rnlng nr()re inlcru\ted in tnvcsting tn

his or her ()\ 'n (.rming poucr For tn-
starrce, despite the h>ng f-ashion drought
in China, Chinese consunrers kxlay are
spending dreir nl()ney not on frivolous,

high-sryle fashions but rather on practi-
cal, professionul-kx)king workinla atrire.
Similarly, rnany Chinese qan think of no
bener investmcnt than leaming English.
scvcrrl US puhlishers are (urrenlly in
the p(lcess of developing English as a

Sc.()nd lrnguJllc p(Erams to market in
China.

More lo come

ln nrany ways. the Chinese remain
choosy buyen;, As the variety of goods
and services proliferates, it will he cslen-
tial for marketeni to communicate prod-
uc't benefits in terms that will appeal ro
consumer values and differentiate a

product from its c'ompetition. For exam-
ple, a Chinese company markcted its
Vahaha nutritional supplement success-

fully in 1993 as a produo beneficial ro
childrcn's health. In the Unired States, in
contrast, the same supplement would
morc likely be marketed as an cner!ry
trar, to appeal to the free-sprnding, arh-
Ietically inclined y,uppie.

Close analysis of these types of surveys
will [x of incre?Lsing importance to con-
sumer goods (ompanies eyeing the
growing China market. ln particular, the
findings of tie thrce surveys revtral that
Chinese consumers may be receprive to
carefully planned rnarketing efforts when
faced with a decision on whether to use
enra household funcls for family fun or
lon8-term security. As PRC citizens be-
c()me more educaled consunrers, busi-
nesspeople who l-rrave the China market
will need a thorough understanding of
c()nremporary Chinese values and priori-
tics to make sure lheir message gets
hearcl-and their products get nrarket
snJrc. ft;

'American Business in China, 1995/96 (free brochure)
Includes directory ofU S firms operating in China

* China Trade Mailing List (2,000+ names available for rent)
List of U S firms interested in doing business with China

* China Directory Marketplace (latest English editions)
Includes yearbooks, yellow pages. and business directories in
computers, electronics, chemicals, medical devices, etc

Ircc. CA (r15()j

: I lo-il5-lilii
li08 \\' ::5lh Ptacc

Tcl. :i l(,-il5-01(xr Flrr

Moy -Jr-rne 1 996 . The Chino Business Review

Resources for China Trade
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PROJECT NOTEBOOK

A Pockoging Pioneer &r
rlnEEJohn W. Wichbrmon

As PRC output grows,

so does the demond

for pockoging

r John w. Wchtermon is vice presi-

dent, inlemotionol soles, for Ook Tree

Pockoging Corp.

cspilc Brelrt cnrPhxsis in Chini
()n incrcesing pr(Klucti()n xcfi ):i\

all indlstrial sc(1()rs. urtnv PRC

lirctorics plat-c x k)r'l prioriry ()n

hou' the linrrl output is p:rckage(l. 'lhc

l'll(: pr(krgin8 industry lrrs hggccl lt-
Irirrd V(str.rn P.rck grng \l.ln(lJr(l\. in
l.rrgc p,rn lu'xLr*c (.hrn(\( ('nlcrPrt\c\
h.rrr.' nr'l r',rrtsirltrerl liln(1ir)nill, illlnl(liv('
p:rckrging lo lrc un cssentiul rt'txrketing

ll)trl. St:rtc cnlcrPrises, in Pilrlicullr,
lcnded to dcrrrtc fcu rcsottrr.ts lo pack-

xging ()r shipl)ing thcir (nd p()du(1s.
since tlrcir ()utl)ul trildili( ,nrtlly lilcc(l lillle
(1nrlpetili()n ( ll)c (knlrcsli( ntirkd. Witll

thc cxplrsion o[ thc r'onstrntcr gtxrtls

rnurkct rtt (lltrna-rrnd tltr. ntttcr:rir risc rn
(lhinesc cxp()ns-PR(; c(nnPlnies. t() slirv

((nDpctilivc. n()!v nlrrsl pirV rrn)re iltlen_

ti()n t() h()w thcir pr<xlrtcts itr( pltckagccl.

A high-qu;rlitv (ilrt()n sigrr:rls (r)nsullrcrs

in Chinr rnd rlrtred thrt u lrigh qurlitv

@

ulivc Vicc l)resi(l(nt f( )r

Selcs l'eul (li()Ul. Ii)mrer
collergrrcs rl lhc Fc(l
crJl l) pcr littrcl Co.
\\'il h m()rc tllxn -0
yclrrs corllrinrcl exltri-
crrcc in thc packlging

intlustrr'. Oak
'lrcr' pntluce<l

neurlr.lJ.l,o()
tonnt,s ol lirlcl-

ing ('rr rl()Ds

OA

( i)rp.. I)irs( (l e
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I'R(l pr(xh(r lics insidc
()ak '[ rcc l)ackrging

in M()nttllle. Nc$.Jersey. is thc first ancl

onlv t'S hntt l() dxlc l() rpcn;r lirlcling

canon plant in China. Fuii:rn O k Trcc.
()ak Trecs j()int vcntLrrc witlr Hong
K(mgs Gr()wtll-l,ink Tracle Scrvites Co.,

l-ld.. l)egJn prrxltu ing ft)ldinrl (lfl.)ns in

l'utixn. Fuii n I)r()vince in l\'larch 1995-
'l'llc vcnture cant llxrul :ts lt rcsull of I
1y)2 rnecting betwccn Oak'l'ree Presi-

(lcnl rnd CI'lO llol)ert (lhuntllcr and
(;r()wth-Link principals in ll()ng Kong.

Ilt'c:rust of ():rk'l'rces reputati()n in the
puckrging industry, Growrh-Link ftlr thrLt

thc Nc-w,lerscy finrr qould lt' ln idetl
pNrtner. 'lw() years larer. in M:ly 199{,

tlrt tw(, Prrnnr:rs cntcr(d inl() llr(' tirjiJn

i()int lenturc t() p(xlucc &)lding (anons

ftrr )iike nrnning slxrs antl ()thcr I'RC-

nracle go<xls.
'fluruglr Ouk 'lree [self only hcgan op

cft[i()ns in.luly 1991. thc y<lung prrent
corrrp:rn.v hes lx'torne a leitding indepn-
dcnt prcklgilUl hflrr in thc linilc(l Sutes.

l-r,rrnrlrl lr) Cluncllcr lnrl flxrr'

PACKAGING
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and txllic(l S 12 nrillion in sales drrough itr
d(nrlcslt' ()l\'r:lti()n:i lxsl \-eJr.

'li8hl (r,r)rl)(1ili,'n rn Ih(, I S l):r.kr8ing
incltrstn u'ur onc rclson Olrk'lrec xrrrght
oc\\' ()l)p()nunities lll)r()xd. And $'ilh thc
I)R(: lnnn(. k) thc joint ventures ()[ rllxn]'
lltrge consttntcr l)r()(hlct mullinxti()nxls.
Oltinr u1l1'rcurcrl to lt a lipe nrarkcl lirr
lirlcling cartons. lhc I)utiJn l (lor\
slrippccl its Iirsr c:rnons in ]V:rr(h l9r)5

lurrtl s'itlrirr :r Ii.$ rrrr,ntlrr \\'.rs nrn ros

(i)nslnr(li()n ()i the l\rjirn (hk
'licc lr:rnt l)rgirn in.Junc l+)1. Thc
Ilnxlrftr SJ rrrilli()n. {0.0txl-sq ti f:rc,

t()n is l()('!lc(l in the p()n citl ol
l)rrtiJn. (iglll hours bv roa<i nonlr-
east of llrng K()nt. l,utixn's pi)\-
inlitv t() tlrc c(,irsr lu(iliates lhc dis-
tril)uti()n ()f (hk Irce ctfl()ns t()
Sino-lirrcign j()inl tcnturcs in lx)th
(;uJn!{zln )u rrnrl Shanglrai.

All of the plirnls e(luip,ncnl is

iDrp()nc(l fr(nD thc |nited Statcs,

irll(,$,ing fujirLn Oak Tree kr offcr
its cusl(Drcrs iD (lhinr tlre l:rtest in
nrxlcm lirlding (:rn()n lechn()l()g!.
'l hc phnt crnpkrvs l complctc linc
of finislting equiprrent fcr folding
antl glueing. lnd cln lccomnto-
dlte rvinrlorv m:ltcrial applicrti()nr'
qhirlr elkru (()nsumcrs t() see tlk,
grxxls inri<lc thc Iirlcling ctn()n. r\1(xlcm

t)r(.\s(.\ I)r,\i(h. l)iHl)-(lq.rlit|' crrLrr print
inE cupxl)ilil). lltc titrton illsr) ln)ilsts x

hrgc lraltrlxrarcJ shccter r':rpul>lc o[ lun-
rllirrg trP t,, -5 irrch r.lls. nr.lkrng ir (J5r(r
l() (1rst()nriz(. thc sizr ()f e p:rpcrlrorrcl
shcct. Shcct (utting is .l(c()nrplishc(l Us,

ing hrer rlics on ll()l)st cuttcrs.

Tfie custom opprooch

A nrill()r l'l(I(,r in Oilk'lftrcs xl)ilil\ t()

Pr,'tlttrt clttrllrlc' .lnd xlltudivr (:rfl('n\ rn

:r countn s'hcrr th( plckaging in(lustr)
is iust ( nl('rl{inll i:i thc (orlpanv s (cntnrl'

izccl rlcsign systcm. All structural ancl
graphic tlcsigns li)r thr Fuiian plxnt s

prxlrrr t:'-:rncl dr'.igns fr:r ( )rk I rct, .
lhrce d()mesli(' phnts in C()nnccticut,

Computer-oided

drofting (CAD)designs

ore sent from Montvole

vio modem to Fujion

ok Tree ond the three

US plonts.

Ook Tree's Pution plont monufocturer o voriety ol
folding coaons for beer, sneokerr, ond olher productr.

l'l\,t,,t jutlr't,,1 trtl, ltrrl\tuLtt4t ttt t,,1,

pnxhrction p()(css:ll nr.crlccl to cnsure

ctlsl()fl)cr sJtislllct i( )n. Prcssnl(n (()n-
slrnll\'nx)nil()r thc l)ftxludi(In pr(rr\s k)
tlctcct irregularitics V()rkcrs xls{) inslxct
inc()ming prpcrbo:rrtl xn(l inks th()r-
oughlv tirr dr:ti,cts. Slxrihge ntcs krr car-

tons rt thr Purian pl.rnr lirll wcll $ilhin
ITS industry stxndarcls.

Ii)r thc nx)st pxn, l.'Lrjirn (hk 'lrce uses

thc sirrnc outrrirls as (hk 'lrcc's tllrcc I lS

pl.rnts. Fujian nrllnirBCni s()rrra( fftnn tl)r

Th()ugh Fuiian OiLk Tree inrpons nurst ol
ils inpuli, tlt j()int !'cnlurr lruys rccyclttl
p;rpcrlrr r:rnl frr rrt I L rrrg K, rng-lr;rsccl t i'n-
cordia, a nill lhxt is ()wncd ptnixlly by
lhe China Nxtionll l, (kxginH lrnF)n/llx,
lx)n (i)rp. (Chinaplck). il l)R(; g()vero-
nrcnt-sponsored pl<kaging c(,ns()(iurr.
Al)pr()xirrralclv +0 l^-rccnt of thc frrkiing
('xn()ns l)(xlucd xt thr l-ujirn planl Jre
nra<lc o[ rect'cletl pxB'rh);lrd. ((nll)xr(l
l() ilr()und l0 perccnt lt (hk lrccs I S

pLrnts.

Mrnut-llcturcrs o[ pr< rrrts par'kagcd in

cans, cups. lxrtdes. tul'x, lnd iars cln tukc
ltrlvlnlltgc ol Oltk Trct s l)n)l)ri('tirry'Srrrc
l,rk. Ii)r r wide variety ()f c()ntilincrs, thc
Surc Pxk pr()ccss can Pro<luce nrulli-
packages that hol(l up k) tcn units sc-

Moy -June 1 996 . The Chino Business Review 37

( , ) r r r I ( , r I . r I ) I \ in tlrt lrlrri k Ilrt. Irl:rnt
rti 

^\ 
rlr,rrtll.r( lur( . JIil L.lgl,rg l)r xi

lr\ ls lr )r r)r,lll\ t lrrn,r r t nltr|t.. rn

,lLr,lrrr.l ltrr.t,,l \l\(,\ \(lurl)li ( r'.
\.t,.r l.(( (,,rl). \ r1,,.. lnt .rlLl
lJtrk. lJrtr \ll oi tlrt- r,..ltrrlr.
orrtpLrt rs solil rrr Ilt( l')l((.

A link io the coost

--l

2 \

I

I

.iVirl Uj

:-/ ,,

-l

Mls.ilchrrsctts. an<l Pennsl lva nia-lrc
Prclrxrcd :lt lllc ( ()rp()ftllc lrc.rdrlr:rncrs rn

Mon t va lr. C()mputer- ide(l drJlting
{ (:41) t ([sillns irrc s(nt tr(,nl M()nl\'rrle vi.r

nrrrlenr to l'uiixn Oak Trc.t' ancl tlrc thrcc
ITS Plants. t'herc sophi icatcd c()rDputcrs

turn caclr design into a die k) cut thc pirr-

tk ulilr sizc and sqle o[ clnrm.
l-ikc ils trS sisler pl:lnr:i. Fuii!n ()rk

'l rer aclhcrcs t() rig()r()us quJlitv c()ntfi)l
stanrl;trds. Thc CAD pftrcss hcll'rs cnsun,
lhJt thc c()ntpiny s China pr<:clucts :rrc

c()nsistcnt in quxliry ivith th()se flrltnulir('
trrrcd in ()xk T'ree s US plxnts. ltriirn ()rk
'I rc( cxanrincs s!mples ()l Chin!-trrx(lc
lirlcling clrtons, making any nc(L'ssary

,rn illcutions t() the samplcs and thcn ll-
tcring lhc CAI) clesign ()r improving rhe

silrDe net\\'()rk of t15 supplicr..r lirr
lxrxlxvlrd, ink. trntings, ghrc. antl
()ther mxterixll. tlror.rgh thct lre
Itginning l() csl.l)lish n,htionships
with locxl suppli(rs in (lhint. In
thc mcantinrc. thc venturc rcli('s
()n G()$1h-Link (r)nt:r(ls lo ensurr
that iDrp()rtcd supplics lrc un-
loacled lncl trlnssh iJrpt,cl suli,ly
and quickll' in ncxrlrv Il(x1g K()ng.

Gro\\'tlr-l-ink also hls ltclpcrl
Ijujien Oak 'l'rcr dclclrp:rn efh-
cicnl dirilril)uli(,n nelrvork in thc
PR(l f()r ils prxlurts. liujien Ork
Trec and Gnrulh-l-ink tnl( ks lruns

[x)rt cartons lfixn thc l\tian phnt
t() Fuiirn Olk 'l rcc ('l.lst()mers

aloog Chinas c()ast. lhe venturc
ttansP()ns the. firlding (:lnons hy
truck directly k) its (lienls, wh()
thcn distributc thcir pr()du( ts-
packaged in Fuiian Olk'l-rcc folcl-

ing clnons-{o cnduscrs.
\X/hile c(nrrnrittc{ k) nrainuining

product c()nsistency. O k frrc
,tims t() use cnvinrnmenlillly sound
prcx'c'sses and ulcri ls. including
recvcled papcrhoard. soy-based
inks, and alcohol strbstitutes.



(!rely, eliminating cosly secondary pack-

aging and alkrwing for easy stacking ()n

sugxrmarket shelves. Oak Tree s Sure Pak

machincs can packaSe 30G I,800 c()ntain-

crs per minute-

Pockoging Ciry

Like other ioint ventures in China, oak
Tree plac,es a prenfum on recruitinL and

training skilled workers. The Fuiian Plant
employs 58 Chinesc workers under the
guidanc of the American plant manager-

Fuiian (}ak Tree pays is *rrrken the gr>

ing ioint-vcnture wage in the province
(aroLrnd $7G$ti0 per month plus full metl-

i('!rl covcmge) and enjoys krwer thln lv-
erugc lumovcr. As the packaging industry

rs JmonS lhe l'RCs leiLst-devclopetl rn-

dLrstrics, O:rk Tree executives originally
had problenrs finding experiencetl rnd
capable salcspcople, pressmen, and <{hcr

tict()ry workers. Oak Trees solurk)n \1lls

to scnd tls nunagers to lhe PRC f()r cx-

tcnded pcri( s to train l(ral pcrsrtnncl.

liujian Oak Trec s initial staffing cliffi-

crrltirs st'n crl :ls J (xul)st fr'r C}rk Trrc *

nxrst anrbitious proiect to dale. w()rking

Ook Tree is

proposrng to build o

$5G$60 million

monufocturing ond

troining complex in

Guongzhou for the PRC

pockoging industry.

ti(,nal companies producinS folding car-

tons. comrgeted cardfxurcl, and tlrcrmal

rnolds. Other plants $'ithin drc cornplex
w()uld manutacture packxging strPPlics

such as inks, coatings, and dics. I'ackag-

ing City's training centcr would preparc

1r'rrng. first-time etnplt'yees [rrr c:rrccrs in

thc prckaging industry. ln dditi(n. lhc
cenrer u,ould re-tmin w()rkcrs l:ricl off hv

State<rs ned factory restru(ruring.
(:ompanies involved in P:rckxginS (lit,v

sorrkl be rcsJr,rn'rhle frrr pnrrirling crltrrp-

nlcnt for use Jt the tr.rining ccntcr. lr $'cll

oak Tree has had informal contact
with sevecal US packr8ing comPanics in-

tcrested in dre prog>sal. A-s cunently en-

visioned, Packaging City would Gcupy a

site of approximately 25 acres and would
be home to several manufaouring facili
ries, including a $I5-million f<rlding car-

ton plant. The level of interest slxrwn at

this early stage. though, suliltcsts that

more space may be necessary. As a 6rst

step toward the realizatit>n of its largest

s(henre in China, Oak Tree has progxrsed

forming a ioint venture to acquire land-

use right^s for the sitc, but has ycl Io pick

a partner. Recenl n)celinSs $'ith the
Cuangzhou Conrmittee f()r Economic and

Technobgical Dcvelopmcnt have helped

narrow the prospeclive sites for PackaS-

ing Ciry dov"n lo tw().

on a trip to Clrina in early 1996, Oak

Tree executives nret wilh Liu lluanhin,
president of south China l]niversity of
Tcchnology (SCLm, t() discuris thc pr<r

posed multi-purp<rse courplex and tlre
prospect of developinS a c(x)Pcntive re-

lati()n-ship s'ith Ne\1 jsrs{'y s Rulgcni [hi-
vcniity. Repre$'nBlivcs from lxxh univer-
sities hrve madc l conrrnitnrcnl trr

establish a ioinl cducrti()nal pr()Bflrn at

PrckLrginll Cily. Conrpirnics lhxt sel LIP

shop at the Olk Trcc t:rciliry cottlcl con-

suh with antl receivc ttlininl rncl techni-
(rrl assistance fr()nl S(ltlT ilnd Rulgcrs
srxff rt thc i()int institule.

V'hilc' PilckaginS (:il) is r lirrgc, (()nr-

plcx project tlr:rt \\'ill txke yclrs lo (t)nr-

plcle, Ork Tree hopts thJt such a centcr

sill hrlp hrin6 thc (:l nr\t' p.rtkaging in-

dustn up to intemational shn(l:lrds, dc-
r ch rP'trung r(lJlionshiP\ lx l\\'( ('n Ijttli.ln
Oxk'l'ree ancl its sulrpliers, lncl fostt'r
training programs to pronn)tc lhc indus-

lry's long-tenn groutlr. (iivcn thc ttlder
technology utilized in rxrst (lhincse lirld-
ing clnon factories, l' (kllging City c()Llld

phv a crucixl rrlc in l>rxrsting thc pr<xluc-

tion of nr<dem packlging mirterials in dte

I,RC. And ahhough Puckxlling Cit) c()uld

incr.lse competition in lhe PR(l p:rckag-

ing nrarket ()ver lx)th the slron and long

terms. the ongoinla nlilrke'tizillion o[ the

PRC economy should cxrntinue to expand

thc husrness opfr)n(rnilics firr parkuging

r'(nr)panics. Though rrver l.{xU pJ(kJging

ioinl venrures now are opcrdting in the

PRC, Oak Tree is $ell posilioncd to wrdp

r.rp its share of China s growing folding
clrnon business. H,

in (r)niun('ti()n u'itlr the Chinr:st govern

l])rnt, Oxk'l'rce is ploposing to ltttiltl :t

S5{)-5(,o 0rillxrn nr:rnul',rclrrring Jnd tr.tin-

ing crrrrl>lex in Grrxngzhou for thc l')RC

pa(kaging induslry. The Oak Trce Pu(k-

lging Cjty industrial park/lflrining cr-nlcr,

to bc mrnaged by Oak'l'ree, n'rlttld
lx,u.ie mJnuf:l('rrlring fucilities f,rr ntulttnu-

ls pervrnnel (l condutr lninins s('ssx)ns.

Thcse companies could then offcr pr:mu-

ncnl cmpl()ymcnl at lhcrr PIJnL\ l() lruin-

ing ccntcr SBduates. .dsidc from the man-

ufacturing plants and trxining ccnter,
Prlekaging City would also inrlude clrnni-

tories, a cafeteria, a park and recrcrtion

area, an in6rmary, and l day<are <enter.
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An employee inspect br quolity control ot Fuiion Ook Tree'
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To match the
you haver to

beat of Shanghai
Centre.be at its
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In every great city there is always one crossroad where businers.

pleasure, culture and sophisricated living mect and mix. In Shanghai,

that hean. that city within a ciry, is Shanghai Cenrre.

Here are a few of the reasons why: There's the 700 room Ponman Shangri-la Hotel
for your five-star guess ... 472 deluxe apartmenls for longer-term residence ... 25.000 quare meters

of prime office space ... our n*olevel Retail Plaza to shop or sell from ,,. rhe Gnue Thearre

that seats one thousand and has become the new home of the
performing arts in Shanghai ... and finally 4.000 quare merers ofexhihition hall

space iI you want lo put on a show ofyour own.

Compare our great city to others you rnay know ... and compare

Shanghai Gntre to the best they haye to offer.

We'rc coofidcat we cm m4.h thelr tcmpo atrd yours, too.

@ SuaxGHAr Cpxtnr

rd i* rrde,lt.. dc.E cftd tE slE tte, cdlt iLddos otrr6
1116 ri jq xr t!. si. s&1. strndE !mto. Pnd(i Rqrr& oI ct@ T.Lpllr rlttlr19rrlD rr (,$rt)tr,r't0

sh,Wib Ai. liotrd, llh F16. turl dchn Trffi, I G:ftLn tu!4 cdrnl. tlir, kir ltl:r'hft oril) fir+0ltl fu tis!),{- {rll
xrFM crrF-u.ll -rl nr. 6choi. lidcku. Tdlo ltt J.pc. Td ron 5dtl tltr tu (oJr%J2 Jt%

l2ll05{d HIL' &!d S!r. {50. R.1n. !'!rdu l!090,l'Sl ld{rhft int)'11{mrd (1tr'r1fi9)
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CHINA DATA
Totol Foreign Direct lnvestment in Chino

Billion $
I20

I Amount Contro.ted ! Amounr Urilized

r lo

roo

80

70

60

50

40

30

20

to

1985 1986 1987 1988 t989 1990 l99l 1992 1993 1994 1995

r985
I9a6
1987
t9a8
t 989
t 990
t 99r
1992
t 993
't 994
1995

3,O7X
1"498
2,233
5,945
5,779
7,273

12,978
48,7&
43A37
47 A9O
37,1

5,93t
2,434
3,709
s,297
5,600
6,596

r r,980
54,122

I I t,436
8I,,406
90,300

t,956
2,245
2,647
3,7&
3,774
3/41O
4,36

I t,q)8
27,515
33,747
37,7@

SOtlRClSr Z/rongguo Du ivtoi .)ingii Mooyi Nioniion, MOFTTC

Amounl
Controcted
(Million S)

Number
of Controcls

Amounl
urilizcd
Million $)

Chino's Top Troding Portners, 1995

57.5
44.6
40.8
/ro.3

t 8.4
17,9
17.O

5.5

Torol
s280,8
billion

Jopon 2O.5"/"Notion

Hong Kong
15.9/"

ASEAN 6.6%

Orher 13.8%

Europeon Union 14.47"
SOURCE: Chino's Cusrirms Slc,iislics

Toiwon 6.4"/"

Totol Trode
Billion $

Rusrio I .9"/.

South Koreo 6.(P/.

A Snopshot of Chino

;;J
(t t{t
9tl
Ac'")G

corr 316,000
ku.ki 674,500
clorh 18.6 billion mcters
5teel 93.8 million tonnes

SOURCE: 1995 outpul os reported in CAino! Monfit Sil:ts,ics

...1n lhe Foctory

36.4 million
t 9.3 million
9.2 million

birytles
<olor fVs
refrigerolo15

<on of Coco-Colo Y3.5 opPlet (t kg)

rire (t kg) 
_,,,.,,,, 

to

e

...On the Street

Y9.6 impord .heese (l k9)

subwoy ticket

Y8.35 = $l

SOURCE: US'Chino 8u:iness Council

Y5
Y95

YO.5

t2

Big lrto<
lorge pizo Y62 bus ti<kel
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CHINA DATA
US-Chino Trode

Billion $
50

US Exporli US lmporls
(fos) (.v)

U5
bolonce

40 tr US exportt r 988

t989

r 990

t99t

1992

r 993

1994

t 995

5.O

5.8

4.8

6.2

7.5

8.8

9.3

I1.7

8.5

r 2.o

15.2

r9.o

25,7

3r,5

38.8

45.6

-3.5

4.?.

-t o.4

-t 2.8

-r 8.3

-22.8

-29.s

-33.9

30
O U5 importr

20
I Bolonce

to

o

-to

-20

-30 NOTE: Cv, or cusroms volues, ore oProximotely the
some os (ob o, fos rolues. 

'.e , 
no shtpptng o,

insuronco costs ore included. folols moy iot odd up

SOURCE: US Deportment o[ Commerce

-40
1988 1989 r 990 r99t 1992 t993 r 994 1995

Top US Exports to the PRC, 1995
5#

84

8sI
3l :t l,

888
ro
52

eo flrsr
3t
2eI

2.2v"
3.O% \

3.4a"

3.8%

Million $

2,190.2

1,270.1

| ,204.7
1,r 75.8

1,t44.8
833.6
449.9

396.4

350.7
263.4

18.7v"

SOt t€E: US Deporlmmr of Cornmerce

9.f./.

2t -oo/"

Orher

7.t"/"
Tobl
11.7

billion

lo.3%
to.o./.

@

Top US lmports from the PRC, t995
HTS # Million I

85

95

&
61, 62

84

42

94

39
9()

63

tr

II
t-t
E
I
tr
fi
I

Electricol mqchinery

foyi
Foolwcor

Apporel
Pow6r gonercting equipment

Lcorhcr & ttovel goodt

Fumiturc

Plortic' & o*klcs thereof

Medicql & rurgicol equipment

fextilcs

1.4"/"
1.4"

SOURCE: US Deporlmenl of Cornmerce

21.8"L

5.6o1"
17 -31"

8.O%

12,4./"

13.6"/"@
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Power goncroting oquipmcnt
Electricol mochinery
Fertilizar

Aircrolt
Coroqls

Cotton yqrn & fobri.
Mcditol & rurgicol cquipment
Soybeon & othcr cdible oilr
Plqrti<s & orticlcs thcrcof
Orgoni< chcmicols

/.

\

7,845.6

6,222.0

5,423,7
4,653.1

3,624.O

2,536.4

t,979.I
1,623.1

&5.4
a2.9

3.6"/"

z a forol
s45.6
billion

4.3"b



AAFN ONd the Art of Po

The US Chino

business community
must be wory of o
congressionol

bocklosh

I T.K. Chong is $e fuio counsel of the

incmotionol low firm of Koye, Scholer,

Fiermon, Hoys & Hondler, llP. He is

bosed in tlong Kong ond hos been

invoJved in trode ond investment mot-

lers reloling to Asio br the post 15

yeor3.

I n his lx,(,k lht An r'f lYaL Sun 1'ztt,

I tlrc 6rtr (cnrury. U.c.. Clincse n)ilittry

I str.rtegisl :rncl philosrtpher. <,ffcrcd
I tlris rdvirc on how to tlcal with an

opp(rnent: V'hen he is unitcd, clivicle'

him. ln re{cnt trude negotiati()ns !!ilh
thc tlnitcd Statcs, China seems (r havc

taken ro hcrn iust this advicc. In March,

it was rcp()ncd that China <Lrngled lt-
f()re the []S Sovemmcnt the prizc' <l[ sev-

eral hi8-ticket cornmercial contr.lcts. In
return. Clrina hopccl the Llnited Stillcs

w<lulcl again dclay the impositi()n o[
sanctions [<rll<lr,l ing China s fai[rre to ful-

6ll thc prornist's nurlc in thc t 5-tlhina

Intcllectual Pr()fxrt) Righls (lPR) Agree-

nrent signccl in l'el)tuary lqDi (s.t'lh.'
CBR.July-Augusl tD5, p.20).

Lrposition of these sanctions, oulinecl
unclcr thc Sl)e(ilrl 301 provisions o[ lllc
1974 Omnihus 'l nrde Act. likely u'oulcl a[-

fcct Sl lrilli,,n or ntt,rc rrI Cllinci'c i l-
grn:;-lnrl pr(nnpt retirliat()r)' nreasurcs

l)) thc l)R(. x8rinst trs exfx)nr' l(t Chin.r.

tls vrt\xrc uncl rer'orcling industry rxec-

uti\(r Ir:r\'(' krhbicJ ltlrd li,r l)unilr\('
sancti()ns rH insl China. while olhcr tiS
finrrs rvillr r.x1xrn.rricnt(d invcslrllcnts in

thc l'll(: l)rvii quictly $'eighed in witlr
their crrnrcm tllxt lhcir Us-lx)un(l exlx)fls
not lre rllirtrcl itdvcrsel,v. A,s 711.'a:BR

g(xJs t() pres\, liS ofhcials lppexr n()t l()

hlrc rt.rt'ltccl lt l'tnlrl tlctt'rrttin:rli,rn
$ ltclhrr to im[x)sc srnctk)ns.

'llris cul'lning lJ('ti( I)\'tlrt l'RC undcr-

scorrs whll hls ltcotttc incrcesitrgly cr'

t...
Irlrcs

idcnt as economic relationships trrween
lhe thitcd Statcs xn(l Chinl grow more
('(,rnplcx-{h:lt tht ink'n'sts ()f Arrrericaln

((rnpanies will oftt'n rlivcrge. at lexst in

c'mphasis. with respe(l t() tiJde disPutes

lrnrten tlre t\\'(, ('(,rrnlri(s. llLtt tlespitc

their differenccs on sJrcific Indc issue-s.

rll tTS companics shlre a common intcr-
cst in p()nroting a stahlc, ongoing, and
pluralistic relationship with CItina. T(,
thut r. nrl, lll I ls ( (rlpirni(:' (lircetly ()r in
Jire,.tly t,,nduct lrusittcss witlt China

should lx unitcd in thcir supfx)n for the

rcne$:rl of Nlost Flvorccl Nilti()n (MFN)

trcatmenl frrr China this.lune.

lssues rhd divide

Even companies in tllc same industry
rnay find then'uclves on ()pP()site sides

of a particular tracle clispute, depending
on thr. nelrrrc o[ elrch rrrnrp:rny s in
volvcmcnt in the I)R(;. [i)r cxanrpie,
uto gixnts such as Volks*'lgen and

Chrysler. h<xh of *'hiclr cntered th.'
China markel early.ln(l invested signifi-

c:lntly in mai()r ioint venturcs, probably
would not orind if lhc Chinese govem-

nlcnt continucd lo rcslrict automohile
inlpons.]n(l lirnit lirtLrre xulo joint ven-

trrr(.\. sincc sur'lr rrtrrvr.s u'or.tld, in ellitt.
shut thc d<xrr lxhind thcrrt.

sinriLrrl). Js US irrrltrstrr:tl ('(nDI):lnrcs

nnke significant in!'cslnrents in nunu-
hcturing in China tlrnrugh i()int ventures

lnd rvholly firrcign-o*nctl cnlerprisc's,
thcv are nxrrc likcly l() t ke a lrostilc
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st{ncc k)\!ard anti dunlPing Ind coun-
ten'ililing duty petitions filcd at h(rme.
trllny of thcse frrreign vcnturcs in thc
PRC Jrc ol)ligilte(l uncler lhcir govern-
rncnt-xpp()vcd contra(as t() c\fx)rl a cer
lJin p()fli()n (,l lhcir pr)du('t li)r li)reiFD

cxchange-ba la n( ing purposes. 'l'hus.

wllen tlS rnti-dumping ancl <rrunlcnail-
ing duty actt)ns xrise. tlrc intcrcsts ()f IIS
invest()rs m:r) \r'cll coincide \r'ith those
of the Chinesc cxp()rters, wh(). in sonrc

c:lses, tLrrn ()ut t() l)e (heir i()int-vcnture
prnners in lllc PR(].

The tie thot binds

In the chargcd atnrospherc of tlris
elcctiln yclrr, with isohli(rrisl sentinrents

in tlle tlnite(l Stxtes on the risc. it can lx'
dlngerorrs to stoke the fllnrcs ol- contr<r
versy ()\'er (;hinils defi(ien(ics in IPR

l)r()le(ti()n irt J tinrc ullcn r v(,llrtilc nrir
()f ()ther issues. including lrlrnrin rights.

nrissilt, srrlcs to lhkrsrxn, untl l,R(l rni:.-

sile tests in thc Tiiwan Stmit, llrcrcly ex-
ist. The chnger o[ imn]Gler.rtc lttrck ()n

CllinJ s ll,R (.grrrre is lh:lt tltc tullcri(an
clcctorate-rncl C()ngressi-nuy l)cgin to
view all Chinese busincsspeople as

l>ootleg thicvcs and softwarc pirates
Nh() do n()t clcscrve' MFN ire tment.
but !r'ho instcld must bc, punishcd-"

I{enry KissinSfr alreacly has srunded
the alamr by waming that IPR p()tc-ction
is a complcx is.sue that can [r re,solved

only if tlre nrutual blackmail and threats
stop. Otlrer*'ise. drere is a rcal risk thrt
MFN would not lx renewed this year or
lhal Congrcss could override a presiden-
tial veto of any nreasure k) deny MFN to
China. The tlnited Statqs grants MFN to
almost every c()untry in thc ,l'orld, orher
than a few rogue nations like Cuba and
Noflh Korea. llecause non-MF'N tariff
rules pru('lic:llly are ncver upplietl in in-
temational tracle, few countrics, includ-
ing China and the Unired States. have
trcthered to rcvise these extremely high
tarilT rates. MIN rev(xation for the PRC

would likely bc met with swift retalia-
lk)n on tseiiings pan. sending inflation-
ary and reccisionary shock waves across
the entire US economy, ultimatcly hun-
ing all US c()mpanies and c()nsumers.
The consequences of dc'nying MFN to
China, America s fifth-largest trading
partner, arc truly horrific, for the
cc.onomies of lxrth China and the United
States.

L

Ifiz Interaatiofla{
Trade E4position
Larget US-China l|adc Show

Presented by
CATE Development lnc
4 N. Sscond Str6et, #280
San Jose. CA 95113
408-297-3588
408-297-3587 FAX

China s problen in \,Vashington has al-
ways [x'en thar it nevcr had much of Lr

c()nslilu(.nq in C()ngr(,ss. t S p()liticians
do n(rt win votes by heing apoktgists
for Chin:r, whether on human rights,
missile sales, or Ml'N. They can, how-
ever. get lrclitical mileage out of attack-
ing China and the -crxldlcd' dictaron of
Beiiin,a.

The key to winning thc, batde on MFN
will be making the American peoplc re-

alize that they have a <rmmon interest

in ht'ner economi< relatkrns with China.
and thar punishing China with MFN re-
v(rcatk)n means punishing Boeing, the
state of Kansas, and thc tens of thou-
sands of US companies tlrat have invest-
ment or trade interesls in the PRC. All
Americans whose intcrests would be
hurt by MFN revocation should bc
united so that their voices can be heard

by Congress and the President. In thc
words of Sun Tzu, "He whose ranki are
united in purpose will be victorious," or
perhaps even more appropriately, "Oc-
cupy first what the opponent cares
about." The strategy may date from
nearly 2,500 years ago, but it is also rhe
essence of Madisonian, interest-group
dem<rcracy in America. *,

Every lndustry has a
maJor trade showl
Where ls the trade show
for US-Chlna buslness?
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A legol obsurdiry
Thc only rc-.11. krng-tcrm solution to

this irnnull ritull o[ sclf-punishnrcnt lrr.
thc t;nited Stxlcs is t() re1^-ll the .lack-
sr 'n-\ .rnik Allcn(lnrcnt. tht'prrrririrrn
lh t necessitltcs tllc ilnnual rcvicw ()[
Ml.N for Clrint. Tltc -Jack$on-Vxnik
An)endDlent l() rh( 197.1 Tradc Act u'as

clirected against S()\'ict g()\'ernDlent rc-
slri(li()ns on th(r cnrigr:rtion r>f -lrss lirnl
thc lirrmer Soviet t:nion. 'l'hc lnrencl-
nrcnt stipulatcs thlt lr "non-nurkct rcon-
(nll] (1)unlr]'' rs not cligihlt l{) r(('(.i\'(.
IUFN unless it pernrits its citizens "the

rigltt or opgrnunitl' to emignltc $ ith()ul
nn)rc th:ln a norninlrl lltx or li.c. lncl pre-
t'(nts thc Presi(lcnt l(rm conclurling urrl'

c()nlntcrcial lgrecnrents n'itlr srr<h ir

(r)untry. Over thc yrxrs. th(.l:lcks()n-
\'"lnik Amcn(lnrcnt lras becn userl
xl.l inst Chinl in $ays that $.crc ar-
gu.ll)ly \vithin ncither the languugc of
thc lcgisllti()n nor the intenclccl purlnse
ol its dnrfters.

'lte,lackson-\'unik ADendnrcnt lls()
r'aust's u hlt musl s('cnl l() tn()st litylx(>
plc xn xl)surdity ()l inlernJti()n:ll h$'.
lxrclluse it would prcvent thc tlnitccl
St;rtcs from applying 'W()rld Tradc ()rga-

nizali()n (WTO) treatmenl t() China
orrcc China accedcs. l]nder the V"TO.
ntcnrber netions tnusl offcr unconcli-
tional MFN t() all ()thcr wTO nrenrhcm.
llut lx cause .Jackson-Vanik places con-
ditt)ns ()n MFN. the tlnited States can-
nrl offcr untonditi(,nJl 

^lFN 
I() CllinJ.

In <lther words, at the same time that
rhc tlnitcd Srares is telling the PRC r()

lowcr ifs arifls, rcpeal its p()tecti()nist
laws, and make its legal systcm morc
tirnsparent as c()nditions for China tx.
in8 {dnritted into the wTO, the Jack-
s()n-Virnik Amendnrent tells Chini, If
and whcn you do get admitted int() the
vTO, the United States cannot apply
f()nnal !0TO treatment to you any\,!ay.
One cannot help lut feel some sympa-
thy for the exasperation of Chinese
trrde ncgotiators.

l'crlups it is overly pessimistic t() be-

lievc that Congress will not, in thc final
analysis, realize s'hat is in the comnl()n
g<xxl and renew MFN for China, evcn
in an elec-tion ycar. After all, Bob Dole's
h(rmc state of Kansas is a major pro-
ducer of grain exports destincd for
China, rhough his concems are decid-
cdly Iess pr()vincial this year. But

p! rll Graham's Crvrc Audttonum
lJSan Francisco

May l6-18, 1996

os Angeles Convsntion Center
Los Angeles
November 14-16, 1996
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Tumblin
Toriffs?

g

I Meredirh C'ovin ond Kirsbn A. Sylvesler

With new brood-
bosed toriff
reductions, Chino
nudges its door open

onother inch

r Meredith Govin is o business o&iso-
ry services ossociolre ot the US-Chino

Business Council. Kirsten A, Sylvesbr is

ossociotr edit'or of lhe CBR.

Er lr( \( r,('\ (,1 lrr(lc rn(l irlr('\ln)cltt

I n,'li,r tlt.tngct :rnn,,rrn.t',1 lx'
I B.iiinp rn l.rtc lyri lH. kr. ot 6-

I n.,,*,"1 i'lll(1 r\ in ,r.,n. .,,,,,1r,,-

nics on their kxrs ovcr thc p"rt r"t'.ral
r)r()ollrs. In Novcnrher. Pll(: l'rcsidenl

.lixng Zenrin rnntxtntcd th;rl I)ll(l txritl,s

on uppnrxinutcll',i.()(x) c(nnnx)(lilv lines

rrrruld 1-:rll in lqx) l)y rl lcrsl 30 l^-(cnt.
Als() in \(N,cnrlt'r. to thc tlistnll o[ tl'tc

rlrlrnl frrreign irl\'esl)rs \\'ith nc\\' (lhinx

l)ft)i(,(ts in thc pipeline. canrc llre news

tlr:rt tlrc t.rx (\(rlll)trt)n r:n cul:it:rl tr;ttrp_

n)(nl lnd rir\\' nulcritls trll)()ns h)' li)r-
tigrr-llndc<l vcnltrrcs \\()ul(l srxn lx'rc
rokcrl. Coincitlirg \\'itlt thcsr (llltngcs
u'us the schcrlulctl climinxli()n ()f 176

rn)n-turiff mcasur( s ( N'l lls) ()n l)('( !ttll)cr
.ll, 1995. in lctorrlunce \\ilh thc 1992

t S l)RC }rcr)r()r:rn(l(lnl ()f I :n(ler:itJn(ling

{i\r()t l) ()n Nrrrkcl A((ess.

l'RC olTici ls pttl lhese ncrv tlcvclolr-
nlcnts in tllc <rrntext of Vorld 'lraclt ()r_

g.rnrz.rtit,rt I\X li)) \l.tnd;t(l\ rc(lLtrrinl
nlcnll)er (r)unlrics k) grunt nr.lrkcl :laccss

l() Iorcign g<xxls rntl mrinllin I lc!cl
playing field lirr l<rrcign and (kntlcsli( cn-

tLrPrists. Itt ilirrg hus llltlrrl tll( trtrill tt
(lrcrions its w-l'O &)\\n p]yrncnl. l]ul
Itfrrrt elhr*ing (lhin:r t() flx)\'c (l(,ser l.()

tlkrng ,'ut ir Vl() tn,,ng.r8(. Cl)inJs
lr.r(lin! pJfl ncr:' ltur c lt< cn lrtrsl' .tssr:'srng

thc linancial virluc ancl p()liti(irl signil'i-

clncc' of the tarilT re(luctions. An xotlysis
()f thc omplctc list ()f tariff rc(luctions re-

tclls nerv lll()sl Fx\'()rcd Nxti()n (\Il_N)

44 The Chino Business Review Moy-June 1996

(lutics-thc kr',', cst ,irlcs lt cor.rnlry olfcr
t(, its rirding pil nners.---< )n .t,996 Prrxlutts
thxt l)ring (lhinr's sinlflc lvcragu t;tri['
fllc (l()\\',r l(nrr:16 lx(cnl in l+)5 k) 2.-i

1x'ncnt, still sh()fl ()l tllr sinrplc xvcrull(
firtc (; 15 pcrcenl mlinlxincd by nx)sl (l(-

vcl()l)ing c(Nntrics. A prclinlinarv tlS l)c-
p (nrcnt ()[ (j)n]orc(c xnalvsis ()l .l,tl+)
itcrru on the list rclxrns thlt the nes-clu_

tics {)rr:lvcrxge rcpr$( nl r .i0 pcr<t'nt dc

crcese liom the lq),r l\rfN nles.
li)ruign c()nrpxnics gencrally rvclcotne

thc lilritl redudi()ns, however sligltt thc
changc nul lx on spccific pnxlucts. llut
sizing up thc imp:r(t ()l'ncu' lariff ntlcs on

alm()sl 5.(xX) cornnrxlities has pfirvcn
highly pnrblcnratic trr sevcml rcrs()nr'. As

uciiinl4 hrs vet l() rclcxsr :r completr vcr-

st)n ()l tlrc neu tarill schedulc in clcc-
tr()ni( loml.lt [rrr iorrrputcr-uitletl .tn.tlvrr:'.

lltosc rr'ho crunch lhe numbers havc
lx.cn lirrccd to rcly on thc ne\\, tarill'riltc
s(hcdul('s printe(l in olficiirl Chincse PLrll
licxtions. I-he cortrplctc schcdule as puh-

lished in Chinlr's Guoii shafiglxb llllo-
tlalioull l,Lsi a\\ );(r.s). th()ugh, ( ()nl.lins

err)rs on li(ll00 nrilT lines. accorcling lo
I'li(l olTici:rls. Thc ncw schedule. nrore-
ovcr, includcs s()mc 6(X) cighr-di8il ll1lr-

nn)nizc(l Trriff S(lte(lulc (IIIS) liniis tlrxl

rc nc\\' Ii.'tings in thc l'RCs c(nrrl()ditv
tariff crxlc. l-inally, thc fact that Lflli nun-
frrs are only hlmronizcrl intcrnlti(xrally
thr(\rgh six digitri, whilc tariff retes lrc
hasttl on cight<ligit lflli numlxni, m:tkcs

it dilficult to asscss thc impact ()l thc t:lrill



rcclu(tions ()n specific exp()ns to China.
'l'hcsc dilficultics notwithstanding, we ot-
fcr xrme preliminlq' analysis, basctl on
tlrr., schcdulr. Js prinlc(l n (;tttji
Shetgbao, o[ whlt the ncw tiLriff ntcs
likely will mcan for US companies n'ith
vcsted intcrests in China trade.

Th€ winding rood to WIO

Since thc lgtlos, ovcr the course ()l'nll-
mcrous discussions lxtwecn I)RC ()ffici:rls

rnd intemational trJde negotiiltors, []ci-
jing has taken various positi()ns on Lilriff

fx)licy in resF)ns(' kr changes in txxh d<>

ocstic and intemiti()nal econonric $,inds.

In preparution for its applicltk)n in l9tl6
t() ioin thc- Gc'ner.rl Agre'emcnt on lllriffs
and Trade (GATT). China riiscd its rilriff
ntcs to provide a cushkrn firr the antici-
pated rctuctions dut GATT mcmhc'nhip
would requirc. The CATT ncgotiati()ns,
tht:ugh, prrccded lar nrore sl<.)wly than
Ileiling expct'ted, lcaving the tariff rulcs
largely unchanged by the end of thc
1980s. Clrinr's sinrple avcrxge tarilf in
lD.l, frrr examplc, st(xxl at {2.6 perccnt.

Meanwhile, the Chinese currency fcll
/i50 percent in valuc l)ets'cen 19U0-94.

The coml)inrtion o[ high tarilTs and de-
prc( iation of lhe renmi bi prr.rnrpte d
(entrul-lcvcl < ficirls in the nlid-l9ll0s to
It'gin drafting intemal g)licies rinrcd at

enc()rrraging ('ertxin irnporls. The result
E'll:i fl,l inl('mal drxunrents, in(luding txr-
ill r'\(rnpti,)ni' Jnd rc(l(lati.)ns [r,r r':rrir:us
(llrinese inrponers, tllal kcpt intlx)ns rca-
sonrbly high thr()ughour rhc l9tios l)ur

als(, crcatcd a highly sclcctivc antl
opu(lue tradc rcgi,rc. ThL, uDintendcd
c()nsequence of tlrcse policies *as the
devckrpnrcnt of gruy chlnncls rhroLrgh

which goods evaclc.cl PRC Customs and
<luty obligations altogether.

Many f()rcign companics have cx-
presscd dissatisfaction with China s inlp()n

tx)licies, (laiming that they discriminared
against companies that lackcd spccial
c()nnections to the ccntral governmcnl.
Foreign c()nrpanies have claimed, too,
that many Ohinese companies werc al'rlc,

k) r\'oid irnfx,n drrties of any kind. I:!cn
s<xnc Chincsc, r<mpanies corrrplained that
drcy were unaw:rre of or did not qu.rlify
for certain tariff excnrptions. And, ulti-
mately, thc system left China s rcrual uriff
reccipts cxtremely low hy internati()nal
standnrds. since m()rc and nl()rc inrfx)ncni
wcrc managing to av()id Cust()ms.

According to PRC officills. the new (.lr-

iff schedulc is supp<xecl to coincide with
the clinrinxti()n ()f all t}{ intcrnll tariff rcg-
ulrtions. (irstoms oflicials, mean$'hilc,
rcp,rrtedly xre eagcr to lxx)st tarifT re
ceipt-s and reduce smugqling. For e\:lnl-
plc. the incrcase in the tariff cates on ccr-

uin grJin i, p(,rL.. wlrich tihina lrrry's in
large quantitics, appcani ainred at gener-

xling revcnuc. A major obsta<1e to reduc-
ing smuggling. th<rugh, will lt,t'nf,rrcing
dre colle<tion of tariffs at the l<ral level,
whcre c.orrupt prdctices havc l>een hlnl-
cst to endicxte. At the vcry least. tlrcn.
this latest ()und ()f tariff cuts should help
ununglc thc labyrinth of I']RC trade rcgu-

lati()ns and nray lxx)st PR(l (:ustonrt col-
lcctions.

Moking fte shorr list

1te new schedulc lowcni MFN tl)F)fl
duties on prxlucts r.rnging firm pharnra-

ccuticals t() industrial chenri.:rls to vc!l-
ct.rhlcs, though tht. tleepc,,t reduttionr
arc in raw nuterials, and lcss significirnt
cuts are lirund in nurchinery. Imgrn du-
tics on sulphur, for example, fcll frorn 12

pcrcent k) 6 perccnt; on nltural nrlrlx'r,
frorrt J0 pcrcent k) 25 pcrccnti an(l ()n

certrin pignreflts and dycs, lionr 20 pcr-
(crrt lo 12 pcrccnt.

(lhinas nerv stlreclule nthr<es thc ur-
iffis lirr 9 ol the k)p l0 tls cxp()n scct()rs
(anrong lhost'thal mxlcl) by thc 2,tligit
lllS chipt(r) t() (lhint in 1995, lrut ()n

only 5 of the top l0 tls expon suhstclors
(by 4-digit IITS numl)er). t)[ the top 50

IJS c.xfx)ns in 1995 ro rhe l,RC by 6-digir
c()mmqjity rypc, l5 madc it ()nto the list
of reducecl-tariff commodities (see Table).
The simple average tariff on these 35
commodities fell from 30 to l8 perccnt.

Of thc J5 -n)p 50 ( ()nrnr,)dily lin(s.
2l arc rclxted () fx)\\'cr g(ncruti()n e(lui[>
ment and 6 arc types of electrical ma-
chincry. Thc averagc Lrriff rJtc for power

Bcncrati()n equipmcnt, r!hich accounted
lirr morc llran ltl percent r)l t()tJl I S cx-

fx)ns t() China in l9r9i, tcll from 26 pcr
cenl in ly)4 t() 16 pcrcenl. In the second

m()st lucrative sector of llS exp()rts to
China, electrical mxchinery, the avcBge
reduction was J2 percent of the 1994

ntcs. Thc new rates on pims for elcctric
h(Jtcrs and clertr<lnit integnted cinuits.
respectivcly, are t|2 percc,nt and 75 per-
(ent lowcr than 1q)4 r.rtcs. The r,rtc on
plgcs fcll ln>m -12 pcrcent k) 20 percent,

and on ccllular plxrnes, from 15 percent
t() l2 perccnt. In plastics, where IJS ex-

Inirtcrs \au'a g0 perccnt incrrtsc in
China's purchases last ycar, the averagc
tarilF reduction \\.as J0 perccnt.

The chemicals scctor n()t only chalked
up nLlorcr()us reducti()ns, hut also lrcne-
litccl frorn lhc Januxry I eliminali()n ()f
in{x)n qu()lxs on many t hcmical prrxl-
ructs. The cluly on saccharin. f<rr exanrplc,
u'cnt f()nl 70 pcrent to 15 percent. In
sulin exponcrs sa* onl1 a small rarif rc,

:
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Ioriff Reducions on Moior US Exports to Chino (ronked in descending order by volue of I995 US exports)

US der<riplion lfor 6-digit HIS colegory
<orresporiding to 8-digii ilem on tha PRC lorif{ eduction lirtl

\'.r.,1.. ,r 1.,., -, 
',1., '.,,.f, ,-. rr,,',..,f'.'-',,

PRC item description lfull 8digit HIS numberl

Air(mli \\'ith un[d|n \\,(jBhr cx.(dinH ri.([rl kX liiti)2rl)]ol

Othcr. vidc() ('rrncrJ P3r(s ltt5299(X9i

Parti ()f mdi(>hn)idcr{ r(rl".nj ltrszXfO

Orher. relcc(irnnruniGti(h cquipmrnr pans lrl5l790/r0l

@
p.,nrt,t..,r,lu,,.+lrtr,,*t *r'..r,,trt,.t Jr,sZs:uz2l

( )tlrr'r. lr rnr(11 ( ir Lrrt .r.s(nrl)lt- 1,, I\ ,, r.rdL,, r(1, \,i' lsil')'r I

t'.,n- , k. rri, .rl .r1,1,.rr.1,,,' 1,,, f ,,," ,.l,r,f r,',t .,r 1,,,, r,l,!",t,1,' ls+;,,1

L.,,l.Iir.!i{r .rpt,.rr.rt!' r)L, {1r {.,r - 1r( In! 'n .rt)tJ.rr.rltL' lsi-li:r I

lr,LirNrr\!trr .rlI)rr.rtr . Lrr((irl!,r,tlLn! r(\cPltr,rr .rtrt,.rrirlrLs lsililol

I r.Ln!r .!t {r .,lr|.,r.rr, \ Lr\ Lrl' r.rlloq r! ( ('tni rr .rt)tr.I.rrrr. lsili-lr I

copper wr-rte and scrxp I7404ClOl

other, ele.rr.'nFchani.,l "pplirr.". 
*lh *tf.oni-

electrk mo{or 18479891

"t*r*@eleoric rnoror l84l91BI

,-",.",.*ffi
electric m(nor lt347r89l

aru*r*"w
electric motor I8479{+)l

orl,

P"lycrhyl.r.-r, .l*.,fu Iy<0

TercDhthrlic acid and ils sall* lDlll6l
Other, pa.ls of cl4atoni, convcyors. and cs(lalaors la43l]9l

Orher, hear pump. rcfrigeraring. ard frtednS equiFrnent lA41&rl

Or],.rj-a@
tnhhrry
Parts and accerisones for automaric dala p(xessinS machjnes 1847330]

Acrylic or mda!rylic syothelic saple fibets 155033)l

Pans for hcalin8 and curinS nrachincry or equipmcnt Mlgml

Parts for hc"itinS ilnd (xrlinS nuchioery or Euipnrent [8{19901

Other, air ind vacuum pumpsi at and other gr( compressors lnd
fansi vcnlilatinS r)r re(yding ho(ds inorfxrratinS a fan la4l4txll

orher. air and vacuum pumpsi rir end (xhet gils (I)mpreasor3 and
farLs; ventilating or tecycling h(xxls in.'orporating a fan lt|4l4liol

*.,.ffi
fans; vcnulating or GcyclinS h(xxli io(I)rFrrJtinS a f:ln [84]{t0l

ParB of nuclear reactors, boilcrs, and machinery with individual
tundhn! lM7990l

Pr"."l"*1."r*@
funcriorls 18479901

^@
other. p3r[s of m..tal-rollinS mills and mlls [t455901

O,h"a "*"^1ili""* -trh, "f,18."r*8 ",ti
Ot

Equipolent f()r crdn) l]nd r(l$ision bn)xd(xstint lnnsnrission
incr)rfr)dtin8 nleprion rpprrJrus 185252{DlI

(i)npcr wxstc xn(l sc p 17 {lr(X)(lol

Air hun di6cr, or dehu )idih$" l&ti(.n 2{)l

Prr(el :rod print(al nlarcr l tprlrltin$ equipnrnt Int'-{}.it).|(ll

(;,,rut,r(s,,I l(,r r.i(|x,.(lr\, \.r'l. r l_')8rilr

Orhcr. unlisl(d n)l.hin(s 18r-9899111

Ii.('lnnt)n s(r(1rlr)r\ l()r tl.r\ (u )irl(\ 8rllilrrll,

Orhcr, (()verr ft)r girs q, rpft.s{ion rnd vcntilation unil{ l&rl1tlo9ol

I)irns liir nr]chin(rv hir\ int nrcli\iduxl Iunct(nrs l&r-{Dll,20l

Orhcr. parts of airplanes and heliofxers l880J3m0l

P,r)",h)1.". l-",tg 
" 

.p.-$.

Auxiliary equiprnent for us(' with ce rJl hellin8 hoiL'rli l8{o4lo20l

Phthahlc.s I291736001

P,

cl)mprt:ssbn-qTre refrigerating unilsi h.'al pumFrs lti4t869l0l

orher, cquipmcnt lor conrpression-rype rcfrigcraring unirs l84lt$990l

Untlcrched kr:ftlirrr prr)er l48o{l l00l

N.=,11. p,ir*r p,ir*,ir*.j l8.?Jrorll

Other. r,afls of orinte1s 1M7330291

Acrylic or modacr),lk syrthetk staple fiber$ lr50ij000l

oth-,tr"* f* h..r-S 
",t 

!..-lt 8,*.hlr*,y I84t99orol

( )llx1. 1).rfls I,,r rri.r( lirn(1\ lr.r\ rnr Ln,lL\ rrrrl.rl lrLrr rr,,ns ls I-r()oL)rrl

\, 11 1, {!rj Ll. lrLl.r(lR.n. .r\r,.nr, 1lJ\r ( t,trrlurx.r\ rlrrli n rl

"r t.'r. r"r.r'r, lrr',11.','""';
\I .,{.. l.'{t1 ",'f ,,', .',,', "*'ff,,',r 

.,, l',., lu'r, t,*..,1'^11'I
\rr ..{r.. {r'\rll' j'1 '-,r.r'.rr'-,ll,r',',, .,,,:,;'" .1,"., f"'ft".-'

SOURCE: I s-chur.r l\rsnlcs\ ( i,un(il

.rt)pcrrrnrlr(l\III\.,^lL'lr()k.(nrl\lltr\i\digrlIsfI(xl(kl(l$(nl)lnrr1\J.ll\cnlr')iLrnnrl)
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Olher, prinlul circoil rsscnrtllics for TY or ndk) ft'.civcni l$2rol

(lu r'n (lx)\r(i(. L,,rrt)r.\\'r. 18,I ll"ir)il)l



1994 Torill
(Percent)'

1996 Toriff
(Perteotl'

Percenl

durtion, fronr 15 t() 12 pcrccnl. Inp()n
qrr(,liN were clinrinxt('d on (ertain antil)i-
oti(s, including scvcal qpes rf ptnicillin,
slrrch forcign phamutcutical finns h<11^-

to scll morc wiclc-ly in Ohina.

11re tariff clunges includr duty cuts on

.tli{l flmr pr,rlut u'. rrs ur.ll lr tlrc inrp(}si.

tion o[ ncw qu()ta-bxsed tarilTs on -]4
gnins and cdible oils.'lhc tarifls on com.
ric(', and stc-.rt bran ltll frorn 20 percent

to 5 percent, xnd on ,irw peanuts fiom .{5

perccnl t() 20 1xrrc.ent. 
'llre ratcs on fresh.

clricd, ancl canned legetables also fcll
frrn the 15 percent rdnge to around 20

perccnt. llo\!ever. the simple average
tariff for thc five lxrgest tlS agricuhural
exp()ns to (lhina in 1995 incrcased frrxr
zcro to 0.{ I^-(ent. l:()r exdnrple, s'lrcat
and corn prcviously rnterccl the l,RC

duty-free, IrLrt now in{luot! imporls \\,'ill

bc sutrject to:r I perccnt uriff
'lhc cuts l:rll shon in l nunrller o[ arcis.

Tlrt, sixtlr-l:rrgest llS cxport lr) Cllinit rIl

lq)5. so! lxrn oil. is n()tably nrirsing lnrnr
thij list oI rcductions on agricultuml pnxl-
ucls. Indee(i. cntirc (t pters ol:lgricuhunl
pr()d(tcts including non-pncsscd nrcur
(dlaptcr 2):ln(l co(r)r (chapkr ltl)-wcrc
pltsscrl trvcr in thrs rountl rrf rr,clur'tirrns.

Ancl terifli on Dx)st lincs ()[ imfx)ned l^-cr.
\\inc, li(lu()r, lnd toblrcco rcnr:lin in tlle
(1170 percc,rr rungc.

(:lrinls tc\tile in<lustry'. nrcans'hilc, rc,
nrlins largcly proteclccl unclcr thc ncw
txriff rcgi )c. I'h(rugll lxrilI r.ltcs ()n :tl)-
prrcl xnd textilc matcr ls li-ll by :rn avcr
:lg('()l 4i Brcrjnt. tltc xvcftlgc t ritl li)r
tltt sccl()r still ltovcrs lt arruntl .il ptr-
c(nl. l)uties on rvrxrl also $crc left un-

t()tlclled. In:ro appJrcnl itlcnrl)l k) l()\!rr
ir'Dp()n c():ils fbr dontcstic t(xtilc pr(xcs-
s()6. the redu(tk)ns (,n Ie\tilr-rclJted nl\\'
ltnrl senri-pror'essc'tl rnarleriills \r,crc nt()re
sigrtificant: txril[s on c()1t{)n yitm till lr(n]l
25 pcrcenl k) 12 pcRent, an(l ()n cotk)n
cloth. fronr ri5 pcr(lnl t() 20 pcrcent.

M()rco|cr. olfsetting thc duty reclrrc'

li()n: re tilrif irrclr,aa1{ ()n a small. brrt

important, group of impons thnt werc
subie<t to klwcr "inlerin dutics" in 1(})5.

C()nrpiring thc ne$ r'tcs k) th()se c()n-
tainc-d in thc "1995 Intcrim Duty Rates on

Iorp()ncd and Exg)rted GGxls revcals
tlrrt this yelr's new tarifls on nun)' of lllc
g<xxis listecl in last yc-ar's publicitli()n arc
actuelly highcr. For cx lnple, lhc r-ate on
n('e'sprint in(rease(l f()m 7 pcrcent un-
dcr hst year's interim duty s(hcdule k) 15

Pctccnti ()n large tircs, thc rute iumpcd
fiom (r perccnr r(,25 pcrccnr in ItE6.

flon-toriff rfloosures

Lcfi unanswcred. l(x), are ()tltcr pr()l)-

lenr cxponers face in China. l.()r nlan)
forcign conrpanies, thc bi8fiesl l)urrier t()

thc China nrarket is not high tariffls irs

much as NTMS, including liccnsing rc-
quircmenl\, import qu(xas, and cenificr-
tion rcquiremcnts. Sune 300 NTMS rc-
main. thwaning fcrreign expxrrtcn, thouglr
176 NTMs r,r'erc phasc'd or,rt on l)ccenthcr
Jl, 1995. In)th impon licenses and quotas

wc,re lilied on cngincrquippcd molor ve-

hiclc chassis, [<rr example. Licensing rc-
quircments wcre rcmoved on vehiclc
b()dics, air c()nditi()ners, and copy nra-

chines, whilc import qu()tas were alxrl-
i$hcd on cenain integr:rted circuits, alcr>
holic bevcrages, chcmical products,
rnril)i(nics, lnd photographic films. Extnt-
dation machines and mincral cltsting dc,
Yicl,s, t(x), sx$' their inrgrn contnrls lifted.

t)espite thc removal o[ lhcsc N'lMs,
nervly ercctecl harrien have aplrclred in
thcir Pl.rcr'. inrluding ntu qui)t:rs (ln rnl.
p(,rts (,1 nirltrrxl rulrlrr'r rnrl (,n ((rtJin
typcs of largc u)nstnrcti()n mll(Jrinen'. xs

u,ell as a ncrv nrlc rcstri<ting thc purchst,
xnd distrihution ol intports of certlin
Olxs of ntcrlir ll cquiplrcnl t() drsignillcd
Chincse conrplrnics. [1S govcmnrent olfi-
cirls rre anxi()Lrs to sec rll rL,tnllining hilr-
ricrs t() forcign prorlurts flll, including
th()s(, ()n Chinrse img>ns of $'hcat fnrrn
thc l,lcific N()rthwesl ilod US (itnts fruit.
t S n( 8(,tiJlr)ri' r)n \i,rl(l ImJ( ()r8:rni7J.

li()n (WTO) miltters. llrcJn\\'hile. iirc
nlxintxining a hanl linc on (lhinas \!1o
lcccssion prolrrol. tlrr issuc, ()[ Chinxs
_(.1. 

1 1,1o1^-tl (r,unln" sl:rtu:r. :rn<l tlrc tirrrc
framc lirr phusing in W-l() stand:tKls, prc-
cisch'r>ut ol conccrns lhat thc l,RC milr-
kct could lxtome nn)rc [rthcr than lcss
(liscrirninalory against lirreign lirnts ancl

f<rreign-nuclr gr xxLs.

As firr the ncl\' trrifl-r.rte qu()k (TRQ)

systenr estuhlistred li)r 34 xgricultural
il(,nrs, its inj,litrrti(rl ((,nsttlul(.s.1 stcp in
thc (lirecli()n of grcater tradc trans-
piren(y. th()ugh not nccessarily a move
ftrrv:rrtl lcss pri,lc.li nism. Chin.r prcvi-
ously maintainc<l straiglrt qurtrs on thcsc
itcms but, ro the chtgrin of lrtrcign c'x-

P()rtcrs, thc quot:ls thcmsclvcs \r,crc
never releascd publicly. Tlre ne$.quot s

also luve yet to be rcle,ased. lhough Bci-

reduction

rl

-10 tl (l

t2 .ll)

.t5 i ls

lo .15

l

J{l

l0 ll)

l0

lr) l8 l0

ls l.l 1l

Itt .l)'l

lrJ

l5 llr

.ti

li l.l

l.l

l0 lx

tl

li'

.10 ls

l(r

lr)

.lr) lr)

lt

ls lll

lr)

' \l{ sr lj.r\, n.(l \.rtx nr ( Ill \ r l-rnll r.rr( \

t ReFx)ned a.{ lz$t in dher omcial Erifl
s.hcdules.
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iinS has issucd in<ltrota and alxrvc<lttola
lilriff r:ltcs. 'fhc rluotas. relx)rt!'clly. wili
lrt reltr.ttl rn l\\'() \cts tlri. \'cJr .rn III-
(lic li()n tlut dre rlrotu rnxrunts u'ill clc-

prnd on dr:mcsti( hirraests. I\rrthcr, trx(lc

in thesc prxluds \\ill (\nrtinue l() l\' tu-

slricted t() stxle trrding c(nnpxnics.

The ncrv'l1lQs c or,er lll of the top fir'c
L s rSriculturxl cxlx,ns (l)) sir-cligit llTS

nunrlx'r) k) (lhin3 in llx)5. l-ikc tlte l'ltQ
svste Drlrintainc(l l)), thc lrniled Stilles
()n cenxin iilfx)rls, grxrls thlrt cnter under
llrc qu()l.r xl ti)r Iltrlt (Jl('Ir,r) :lre \trl)i(\1

k) a rel tivcly krw tlrifl bLrt utxrvt-rltrrta
g<xrds bcconre suhiecl t() lriglrer rltes.
flre key to asscssing thc impact o[ lhese

TRQS. naturally. lies in thc still-t()-l)c-re-
leased qrrrxa nunlbcrs. l\l()st lirreign cx-
poneN expect. though hy n() olcilns Jre

certain, thxl Beiling will usc lhc TRQ sys-

tem to c(,ntrol d()urestic grain prices.
Shr.ruld clcnund for rice, whcat. an(l ()ther

(ercals (x(e(d (hn)rcstir supply. llciiing
likely $'ill increese the import qu()Ia

ralher tlran apply llrc above-quotl rules

and strbjcct donrcstic consumerc to high
grain priccs. \(hilc nxrst in<luota mlcs Jre

thc samc as the 1994 tariffs, the alx)vc-
quot! r:rtes cxn be quite stecP-114 per-

ccnl lirr alnr\,e<luotlr \\t(tt xn(l ri((
l2l 6 pcrr(r1t firr elrrvc-<lurtt;t crrtclc

[.:Ln oil. lirr e:ctntple.

The bottom line

cisrrrbasccl imfx)n-exfx)n c(mrpxn)' lhal
sclls ink firr writinla pens rcp()rts 40

p(rcent incrcxse in onlers lionr China ftrr

this prdud. a jurnp tlre c(xllpany anrifF

ul(s t() the tlriff reductions. A mlnxlaer at

onc phann:lceuticill nluhinali()nal. nr(?n_

\\'lrile. sllltcd thdt thc larif[ cuts should

Irclp plurmlceLrtical s:rles in (lhiru. An-
([hcr f]S rxfx)ner consides thc duties <n

rllcs an<l pigmcnts to be significant.
'llrosc uitlr rrrlrrrrrnl manttfltctttring in-

vcslrnenls in China. including scveril Eu-

r()pc.n xnd LIS 6mrs, will facc competi-
li()n fro chcaper imports, while
li rreign-l)ascd exp()ners of thcse g()(xls

stand to lrnefil frorn loqer PRC rariffs.

Ttr(rrgh irnport dutics fcll significandy
()n r:l$ mirlcrials. ()n April l. most for-

cign-invcstcd entcrprises (FIES) lost the
cltrtl'exr.,nrption (,n llnpoflc(l ruw m:rlcri-

als rhey had cnioyed in the past. (bnse-

quently, any savings that l-lEs r.rn realize

fronr the turill redu('lions will he in irn-

grns of protcsscd malcriirlr'. SxvinS:' in

this area, h()wever, depend largely on lhe
cxtent to q,hich gray-market channels can

lx cradic?ted ttrough stricter bordcr cn-
f<rrcement and anti-c()rlupti()n meaiures.

()n thc ()n( hirnd, thus. f()reign in.
ve.il(,ni nuy not rcJp si8nifi(rnl savings

from the ncw lowcr duties ry)w in effcct.

On the ()thcr hnnd, for foreign exfx)ncni
()f consumcr 8(xxls previously l<rked out

of rhe China orarkct by high tariffs, the
tariff rare chunges ouy lead lhem to rc-
visit the idc-a of exg)ning k) China. ovcr-
all, the cuts can be vicwed as a k)ng-tcrm
plus to thc extcnt lhrl lower tariffs will
hclp Bti()nllize thc PRC industrial seck)r

hy enc<xrraging profitable cr:mpanics t<r

imF)rt m\r'marerials mo(, chcaply tlun
in the past and exp()sing unprofitrble
fimrs to intemational market [<rrces.

vith s() nrany aspects of the new
schcdule still unclear, businesspeople
would bc wise to contact thc p()rt \r,fhcrc

thcir g(x)ds will cntcr Chinr to find out

the exad duties on spccfic pr(x.lu(as. And

if thc impons <lf relcvance t() a given ft)r-
cign company failed to makc thc shon list

tllis lime, all hopc is not k)st. PRC omcials

hilvc statcd that dris liltest sct of rcduc-
rk)ns is ()nly thc [irst step and that the
ncxt benchnrark $ill comc *.ithin the
next couplc of years. ls China intends to
m^'c from thc cuncnt 2J p(rcent simplc
avcr.rge tariff nte l() it 17 Percrnt avelirSe

rirlc. t

rntl

Altcnrpling t() xppcase I)llC husiness

lrerlcn u'lur li-ar tlrc terilT (uts uill hanrl

tllcir c(rr1p(litivenesi , tl\c Shu lbai kcu-
,ilir,s,\'(,tr\- run x fr()nl-pllgc c()rl]nlcntlrn
on Manh Jl slilting thill lhe efted ()f llrc
cuts \r'ill not be as great irs ltoplc inug-
inc, sincc tlle largcsr culs :rre in irw ntr_

lcrirls. tlS g()vemnrenl ollicials, sirrilarly.

chirn lhat the txrilf culs nudc lhis ycar full

firr.hon r,f PRC pnrgrs.rls r'ffr'rcd rlttnnH

thc wTO tillks in 199i. ntc thited Sutcs

continucs t() insist lhat rexl progress lo-
$ilrd mxrkct acces\ \\'ill requirc Beiiing to
rcDx)vc inrpon barriers on specific c()nr-

nr()dity lincs r.rther than reduce thc sirrtple

atcrage tariff rate. Though the PRC ()uled

the cuts as a tiadeoff for revoking thc duty

cxenlpti()n on capitrl cquipnlent and raw

nr terials imports, the.1.99(r neo' tarlff
ntes are l'rlrclly likely to compcnsate the

firrcign br.riness community for the higher

c()sLs of invcsting in China.

Nonethcless, some companics arc
plcased by the rxriff cuts. A san Frao-

Help

Former: Vice President. Chase Pacific Trade Advisors
Managing Direclor. Bear Steams China Trad€ Advisors

ng Companies Succeed
n China Since 1978
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"We put years of experience and insight to work
in planning, negoticttion and implementation of
speciJic proje('ts and missions."

- Ceorge P. Koo, Sc.D, MBA, Managing Director

Internalional Strategic Alliances, Inc.
I 265 Montecilo Avenue

Suite I09
Mountain Mew. CA 94O43

Tel: 415-969-1671
Fax:415-969-1673



BOOKSHELF
Setting Up
tn Shonghoi

lrt l)ru'i(l Zuei.t! ultl (.:hL'| (,h(t,/!!:|i
Ro L\,fut'. (.:dlilirltid. (iut\r\itt tl (,ttlilir'
nit l't7\\. I ()<); l.).| l,lt ll.i.5o!tlh(a\!'

ln ()hird t lltuit l)fttil k) ll,e lititul
.V.rr({. I)Jti(l Z$t,ig rntl (:lr(.rr LIl.rng8rri
cxitnrinr tlte trrnr:crrts ol sonre <ri thc
nrrrre tlun i0.(X)O Cllinr\c stLrr.lcnts \\ll(r
ha|c rlt()s<'n t(, sta! in tl)c l nilc(l St:rtes

xli(r .(nr)plcling lh('ir sludics. ll.rsc(l ()n

int(r\ i(.\\'i' in l99J \\ith stt|(lcnts rn(l
gr:rtlu:rtcs ()l' Anlcri('itn uni\'(rsilir's. thc
lxxrk t's.uttine. (llrrn(rs.(lxrhtr ll(,tjr({
li)r lea\ ing (,hinll lts tt-rll ls reltsolts corl-
pclling thc r t{) relll.rin in tllc t nit(,d
Slates. (.rrix(rl llroi,t lrxtin rvotrl<l lt' of
irtlcresl t() l)(rsinrsslxoplc rvllr nr:rl lranl
lo rcc[rit lir lllcir (]hirrl lcnlurcs Ii()nr
lhc gr\r'ing px)l ()l tls-trilinc(l (.llinesc.

as ucll lts to th()se \\'ilh r gcncnrl intcrcst
in (:hilrr s inlclligentsir.

Thc l)R(: g()\'crnnlcnt bcgan scnding
strrdcnls kr V"(slern Lrnivcrjiities in 19,_9

l() slud) sci(n.c anci cngineering. -lhe

l9tt9 'lirnilnnrcn Srlulrr incidcnt lnd tlrc
li5 g()\'cmnrent's (lccisi()n k) llll()\\' l'R(:
{trklcnts rn tlrt t nrttt slxt(.s :rl tlr.rt tln)(.

t() xpplv f()r pcr lirncnt tlS tesidency

Chino's Broin Droin to the United Stotes
prtrmpled nuny nr)re studcnls t() rcnuin
in Amcricr.

Ol tln, 2-J resJxrntk.nts trr ths luthrrni
suncy-, only ir third rcsgrnclc{ thlt drey

ddinitcl)'$cre rc[rrning l() (:hini. Thc
stu(lv lho shorvecl tlut mrrricd couplcs
rrc lcss likcly lo retum to Chin.rl th()sc
(ith chiklren .lre clen nl()re inclint'tl to
:iir\ Il:lni(l stuJcnrs (rtctl ltttcr housing
c, rrrclitirrns in th( l nitr.cl slJlcrr Js J nnior
firrror in thcir decision not t() rcrl'rrn. Fc-

nHl( slud('nti'-rnxnv ,r[ $1r('rn lcft (]hin.r

intcnding n()t to rctrrrn irt tll-arc ntore
likcly to srrl in the t'nite'd sl:rtss l)c(ausc
thet lx'lievc lhirt li,\(r opportunitics lirr
pcrsonrl dcvelopnrcnl cxist in (:hin:r.

As caon()mi( c()ndili()ns irnprovc.
m()rc Chincsc studcnts rrill o1l to x.ck
i)l)s back in lhe PR(]. Ovcr half of thc'

students intcn icrvcd said thcv hrd not
rulL<l ()ut rctuming. but u r:re unu'illing to
retum in thc nclr futurc. Of thc rcJs()ns

lilcn ft)r $'rnting to retum l() China, lhs
higher srrial surus confcnetl in Chira hy
ru dcgrcq l(nn x tls institutk)n t()ppcd lhc
list.'l}c nr*t conuronly citcd du$lxlck
t() liviDg in thc Unitcd St tes $Js lhc
t'aster plce of li[e.

A drviNhting bkrs' to China s nerr.l firr
skillcrl s rrrkers. the hraio rlrlin has
tauglrt tlrc xltcntion of l,R(l lcaders. *'lx)
hrr-c lx'gun k) tr) ti) cllticc sludcnts lu.k
lhr)ugh fx\'(nitl)le ne,vs storirs alxrtrl re-

lurn(,cs l'(irturcd in ol'trsras Chincsc
nc\\'sl)xpcr c(liti(nts Jn(|. in s()ole c:lses.

rrxrtenal inccntilcs tirr tlrose rrlxr do re-

lurn lo tllc orothcrland. llvcn with thc
('urrcnt lo$ stuclrnt rcltrrn mtc. thc ru-
tlt,rrs lrt lrtrc tll.tl (:llnJ I'ctrc[rts lrorn
c()nlinurd or,crscrrs sttrtll'. riil)cc lnrnv
stu(l(nts retlin Iinks to liorilv lrncl col-
lcugrrcs rnd sonrc ultirrratcll bring thcil
skills b:rt k to (lhioir.

'l'lx)ugh :,()nrrtirncs lhc stLrd)' ()ver'
s('ntlaniz(s tltc ti,r'ior,ts $'ith l rvealth ol'
rtrrrrrlrcrr lrrrrl \tJti\ti(\. r)l:!king lhis sinr-

plc stu(ly trxing t() rct(l al times,
(:hi dr llr?in l)r.rin slill ltnNiclcs rvcl-
(r)nr JnJl\\i\ rrf .rn ,rrrrl,rrkr.rl lrrrt iut-
p()rt:r,rt link betrvecn (ilrin:r ancl the
V'csl

(.i!illilt \ldt(D1 I I/]tlis

C,aillirl SleLrl Hetf is it l\.si[6s marager
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ltt, ttt* ,rt ' a- I>ractic., Lt.l. Ho g X(t/t!1

,4si4 l-au'€. I'raclice l.kl., 1995. 195 pp.

$-).)o soi.orcr.

Srllinl! ti], ifi Shdnkhai. rhe firsr of a

threc-\1)[rn]c Scrting t;p in (lhinir" se-

ries. stancls as one <lf the nrost c(nrpre-
hrnsite guirI s pttlrlisltcd rrn cstrrhlishing

an olhce' in Chinir. Vritten lo pr^'i<lc f<rr-

cign in\'(st()rs \\'ith up-l(>datc inli)rnrx-
tion on Shanghai s investorent clirnatc.
this brxrk is a must fi)r rny conlpany c()n-
sidcring sr{ting up il vcnture in this ()ncc

rrnrl lutrrrc a.n)rril(.rciirl cilJ)it:rl r)t Cltin:t

l)ivi(lcd inl() fii'c scdions, .\i,trirli ap il,
Shtttgbtt prrrriclcs ull th(. inli)fl)r.rli{,n
nterlt'd trr tttrkt ln rnlirrrntrl clcr'ision
llrout whcthcr t() eslablish u business
rcnlurc in SltJnglrJi. flrc first thaPtcr in-

lrodutes the citys invcstnrcnt cnvir()n-
rnent antl ils I-ivc rrrxin dcIel()p lcnt
zones. Als() inclurled arc organizati()nal
clrans of thc Shanghai munir ipal govem-
llrcnl Jn(l inl'c\tnr(nt lpPr,rrll JUllxrrilics
:rn,.l u stcpJ'1-step guiclt, thr,rrrglr tlrt. rn-

veslmcnt xppr()\.rl p()ccss. Ilusincssl)e()-
plc srll tnfrl lllc :,(rr)nd :'('(lx)n .)n in-

|cstrnrnl ()pti()ns, \llich lists Shrnghai
rcgulltions specifir to f()rcign-investe(l
entcrpris('s (FIts). 'lhe gorcming lcgisla-

tiorl, resp()nsil)lc ruthorities. official lcgal

stlrtus of the invcstorcnt, lpplicrtion ancl

:rpprovul prot'ccltrrcs. lrntl lir:s lrn<l clpr-
txl rcquirenrcnts are detliletl lirr ea<h

type ()f investrlent. 'lhc chlrptcr ulso con-
tirins sect()r-specilic infi)rnrrtk)n ti)r thc
mxnuficluring. .ctJil. l)anking rnd fi-
n!n(e. lt\\, lncl insurrnr'c incluslrics.

I'r()pert)' issucs, inclutling thc usc, pur-
chase. srlc. lntl grlnting of llnd. arc cov-

crcd in thc lhird scction. 1hc chaptcr on
Shlnghais ollicc nricrrrnrarkets is en ex-

cellcnt guitlc to officr rcntal end s:tlc

pri.es in vrrious districls. Thc lirunh scc-

li()n ()n finirncial tlnagcntent is ()nc o[
lhc nr()st vlrlual)le scclions ft)r p()lential
in\'(i.t, )rs. (i^'(ring issut.s rrnging fronr
t:lx incenti\,es t() renrthnce of pnrhts lnd
ntn irbi frnitncin{!,, this section also con-
tirins scverul finance c:rsc studies. Thc h,
nal $icti()n colcrs hurun rev)urcc issucs.
'fhc 'lre' l-il)nry" tlut xppcars aftcr crch
nraior clrrpter u'ith .l lii ()f rclevant la$,s

rnd larr sunlnarit's is icing on thc c'.rkc.

Exccutivcs contemplllting invcstmcnts
in Shilnghai shoukl get thcir hands on
this c(nnl)rchcnsivL-. easy-lo-usc brxrk.
And investors intercsted in ltr-alcs olher
thrn Shrnghxi will not be cleprived for
Irng-th< setrrnd rrrlunrc rr[ thc series

uill <'over Guangclong and the Spccial

li(\x(,mic Zones rnd the thir(l !olumc
uill lixus l}n lk.ijin8.rn(l n(,fih(m Chinir.

-llcre.ltlh 
(iu tu

.ltandilh Quii is lnr-sirr(\s 4./r,iv)n, .\r,/,
t ices &\\x:iult.tl Iht ())!tItciI
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The Emerging Morket
of Chino's Computer lndustry

ta,.lct X. Zbaqt .,n.1 Yqn w.tng. lyeil-
port, CI: Quonrm Booki, 1995. 194 plr.

$59.95 barclcotw.

In ils reform cra incarnati<>n. thc
Chines( conrputer industry has n<x

lrcn inrmunc t() the p()l)lems tilcing
the PRC'5 tr:rnsiti()nal c'cononry- Ilybri<l
conrputcr firms, sptrn ()ff fr()m Slal(-
owned enterprises and rcsearch insti-
rutcs in lhc l9u0s, hitve wrestlecl with
centr.rl-plan administotive txnlenccks.
soft budget c()nstraints, and uncven
managenrent. 11re gmdtral opcning of
the domrstic c()mpulcr markct in the
carly 1990s to well-established multina-
tionals firnlrer cxposcd these institu-
tir>nal flaws. C()nsidcring this hack-
dr<rp, the rclease of I'hc l:nterginq
Marhel ol a:bikt s Lirnputel I dusttn
in itrclf signxls that thc devekrpment of
thc industry hes con'rc a krng rvay.

An extensive overview o[ Chinar's

cofirputcr rnarkct. tlris brxrk succcss-
tLrllv balances cornprehensivcncss and
in-<lcptlr analysis. Zhang, a nranagc-
nlent c()nsultilnt ilnd c()mputcr spcci:rl-

ist, rnd wang, x v()rld llirnk e(!)n(F
mist. cffcctivcly contl.line u thorrghtful
macr<rlevel perspectivc with practical,
ground-level advice- (lomputcr indus-
try nlanigemcnt personncl v,ith little
()r n() prcvi()us exfx)sure t() the China
market uill ipprecirlc the anrplc yet

<oncisely prcsented backgr<>und inf<rr-

nuti()n that accompanics cach scclion.
Fixlxns. though likely to fincl li'w sur-

prises, are surc to valuc thc b<xrk's cf-
firns ur bring togetlrer various elements
of thc nurket thlt olien arc' lnalyzrd
scpar:rtely.

The brxlk s 6rst section provides a

gencral rcview <>f thr industry since
the carly 1980s. 'l'he authors go on to
Profilc earh (,f lh( nrJrk(l slrbs((l()rs-
nrainframc and sulxrcomputcn, work-
stati()ns. mini-c()!r,lputcrs, pcrson l
c()mputcrs (PCs), operating systerns,

appli.ation soli*are, and system de-
vekrpment and managcmenl tcxrls. 'lhe

bcxrk also cliscusscs tltc critically inr-
p()nanl drive tr> <levelop "krcalizecl'

soft*are products for tlonreslic con-

sunrpti()n, such ls Chinesc t'harl<'tcr
inpul applicat()ns.

Zhang and wang c()nclude that lhe
l)C scct()r is lhe (()nrputcr pr()ducts
nrirrket uith the grextest potcntial.
Thcl gaugc thc sizc of the I)R(l m rket
as comparablc t() thxt ()f 'l'aiwan ()r

Korea, and suggest that China will
cmerlle as the r,"orld s third-hrgest l'C
rurkct I)y 20(X). Experienccd invest()ni
no cloubt will caution that marker po-

lcntixl doc's n()t ne(es$rily equal nrar-

kct rc lity, hut the authors make l
crcdible casc th:lt continued rapid
gnrwth in thc financial ancl infrastnrc-
lurc \{.('t()rs, es qt.ll as rn rt.r c:rPiu in

comc, will propel thc steady cxpan-
sion of thc'market. Despite a gencr:rlly
positive outl<xrk, though, thc arrthors
rcrrrain clcar-cyed in thcir assessmcnt

of the n'urket s cu[cnt disk)rti()ns :rnd

areas of underlcl elopntcnt.
'fhe second half of the l'xxrk divcs

ink) thc c(nnplex, s()metimes arl)itrary,
nrrts lrnd lxrlts of hr)w l() gain acccss l()
Cllinas c()nrputcr pr<xlLrts market. lt
clt.scn(,\ ( rcdrt li)r:rc(lnrplishing Ihis
in r suc(inct, reatlalllc st1lc. Zhlng
ancl Veng idenlif) t\,<l criticel tasks lirr
f()rcign finr)s sccking to entcr tllc PRC

corrpr.rtcr nurkel: dctemrining lhc al}
pr()prirte g()vcrnnrcnt ()i,ersiglrl bo(ly
frlr a panicular technokrgy or frrr mas-

sivr ripen(ling plrjects such as thc
"'I'ltrec Coldcns' initilltivc, an(l l(rltting
the right chclnistry anrong potcntial
dornesli< panncrs. ltul. givcn the flui(l-
ity ()f the nrarket, the rutlr()rs iudi'
eiotrsly.rrrrid (lir(( tinA p()t('nlt:ll in-
vestors to$ard ny pani( uhr Chinesc
partner. ln summary. pr()spedive en-
tr.rnts k) China s conrputer industry will
fin<l this book an lccomrnorlating
guicle to usc in making an cducatctl
decisi()n ab()ut investing in l crxnpli-
cated and dynanric n'urkct.

-.bhn Aucrba.b

lohi Au.'rtxlcb i.s pftiact man4gerfor lbe
IIS Q) mittc.' tt the h.tcifc Basi
I:co onic An! cil.

Chino's Toriff ond
Non-Toriff Hondbook

Manastas. vA
Seruice Corp.,

cotEr.

lls-Cbirfi InJbrrna|ion A
lg<Xr. l.Un lp. D95 solr-

A clraft nranuscript of Cbi a's'lhntdnd
,\irnrlhif Hutdhxtft rereals an lmuzing
compihtion o[ turifl lml n()n uriff h.rrriers

that ex[x)rters to China [acc. Thc txxrk is

the tint k) pnrvidc, in English, c'ach urifl
line lisred hy tlarmonizcd TariII khcdule
(tlTS) numlxr along with lhe appropriate
tariff rate for lhllt item. Tariff changes ef-

fi'ctivc April I, llX, arc- included in this

edition. Vhat makcs this refcrcncc spccial.

however. is lhe infomution on non-Lrriff
harriers-imfr(in and rxpc'n hcensing, in-

specti()n, quota, quaranline. registration,
and ()lher requircmcnts-included sidc-
by-sidc with thc tariff ral!'s for elch item.

All relcvant consumption tax and value-

xdded tax (VAI infomration is includcd.
Withoul refcrencc, to a guidc such as

this, [,S exlrcrters are f<rrced to rely on a

multitude of docunrents. An exponer of
rcfrigemt()ni. f<rr exlnrple, flrust purchiNe

a Chincse tlriff schedLrlc. l copy o[ the
(()rrcct imp()n li(cnsing rcguhtiorN to (lc-

IrnDinc &'hcthcr refrigeruton rcluire l)RC

imfnn liccnses, and a c<lpy of lhc <rrrrent

in\pe(tion rcHu lJl ir,ns to dclcrnrinc
whether refrigerators are subjcct to
mandatory inspccti()n, qu()ta, or regijilrJ-
tion requiremenls. r0uith thc publication of
thc handlxx)k, expxrnen, investors, acadc-

mics, and univcrsity librarics no\l' have

thili information easily xccessible in one
resourcc. The publisher also plans to mar-

kct inexpensi!'c annual updates.

Thc book has only two clrawbac ks

v,onhy r:f nrcfltion. Ijirsl. though thc tcxt
indicates whether a pxrticular go(xl is

sul)iect to quotx, thc enlries clo not list
the adual quotas. Seconcl, thc translation
into English o[ somc of the rcgulirtions in

the anncx of PRC la,r's ancl thc intnxluc-
tory nolcs is rather rough. Nevenheless,

the tariff aod n<>n-tariff sr:hcdule infomu-
tion mi1ke this a genr-and a steal---<f a

fxxrk.

-Dqn lladin

[)..r1 Martit i\ nu ag.'r ofhe airtucils
h,ttsltn.\tI Pn)Eram.
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anrl)si.\ is tln)()ugh.
li)ur case studics of foreign luto

vcrlrrrcl;-l]ciiilrg Jccp, Slunghri !i)lk-
su'agcn, Gurngzhou Pcugc(n, lrnd thc
AnrcrR'rn-CenrLrn-K('ft'tn aonv)tlilrm \
ulrrrllv li,re ign. rrr ned l':rnd:r Ift rtors-
makc firr intcrcstinS rexding. Hrlr$it
concludes that l()( l p()litics, anlplc
planning, lnd relations qith refornr-
nindcd offici:tls sttch as thcn-lllayor
Zhu R()ngji, ('(,ntril)ul(d t() ShJnShxi
\blkswagen s successes. l'he rtore rc-
(cnt cases ol Guargzhr>u Peugcot rnd
l'Jnda !lot()rs are tcrrific cxamplcs (,f

the g()$ing deccnlrdlizxtion of burrau-
ciltic [x)\'er io lhe industry.

(,:lii.tds A h Inlusln'is l concist.
studv \r'ith J ucallh of inftnlnilli()n rclc
\,ant li)r l)()th husincsspcrl>lc lnd a<arl-

cmi(s. -I'lrt)ugh l'tx-using s1^-cifically orr

lhe xuto industrv. the b<xrk is *cll
rr',rnlt rr':rding l(,r the E(n('rrl in\iltlrls it

proridcs inlo China s dranratitallr'
t hanging lrusincss cnlironnlcnt.

To order, plcase send in the lollowing fomr to US-China Information & Service Corp,
P.O. Box 4286, Manassas, VA 22110 USA Phone: 703-257-4032 Fax: 703-335-2196

YES, I want to order China's Tariff and Non-Tariff Handbook. Please send me 

-copies.I am enclosing a check or money order for US$-.
YES, I am interested in ordering the handbook. but need more information. Please send me a brochure and include a

sample page of the text.

C",np""y
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Chino's Automobile lndustry: Policies, Problems, ond Prospects

ln rcc(rlt reilrs, Anlcriaxn. -JJl)irn(.sc.
lirrroltun. untl (ihirrrsc urrlornukers
It:rvc rutul t() (l(r'ninxt( Oltinr's grrs'
ing rttnorr<rbilc rnarhct. ln (,:hiia s tlu-
k)mttl)ik l dt,Jln, l:ri( llun\'rt nrilkL-:,

x nx r,l tltt,rl;l(lll,(nn (,l' l,rrrr.lrrrir.rti,
pl;t'tcrs in thc clc('isi(nlnuking l)r()(css
sllrr()tlndinrr rr hollv tirrcigrr-os nc<l

lrnrl Sino lirrcign luto vcntures
l,.rrkt,tl $ itlr itirtisli(s, (hJns, iln(l u dc
txil(d cllron()l()ra) ol foreign inrrrlvc-
ntcnl irr (.llir)ir's JUt() indusln'. Illlr$'it s

-.4Lt 
(;. K.thl

14, E i(: lturuit. Amtonh, ,\1: t : Sba4:8,

208 lp. $i, hardcotet, $22.5O s<[t-

,4ldtt (. Kal)rt i! tt ft,ct\tt *r(kl dtt't,J'

Amcia.t l lit?t\il.t'! SLhod tj[
htlort Ikrktl !*:n ict, 4)kl.t.li,1tto-
(.i,uttc tt)t'td'h /]rtrirko .

ORDER CHlNtrs COMPTETE TARIFF AND NON.TARIFF HANDBOOK TODAY!!!

This most compnehensive, authoritative, and up-to-date handbook
contains the following information:

O Toriffs: China's Full Harmonized Taritf System (HTS) schedule including changes as of April l, 1996.

O Non'Toriff Borriers: All irnpon and export licensing, quota, registration, inspection, and quarantine
requirements listed side by side with tariff rates fbr all 6,550 HTS lines.

a Toxes: Consumption Tax rate and Value-Added Tax (VAT) rate for each product.

o lows & Regulotions: Goveming impon and export with China.

All information and translation obtained directly from China's Ministry of Foreign Trade (MOFTEC), General
Administration of Customs and other govemment agencies, listed in English and arranged in an easy-to-use format.

PRICE: $295 inclrding postage & huulling $5 a&lirional for shipment outside CONUS
Orders for 3 or more copies receive a l0% discount. Please ma.ke all payments in US dollars by check or money order.

All subscriben to rhe inirial handbook will be offered ANNUAT UPDATES at a significantly reduced price.

Conlo<l

Tel
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The (:([ncil hostetl its seconcl an-

null c(xrference firr China-bascd mem-
hers on March 7. Hcld in licijing. Chinx
Opcmtions 96 hrought nl()re than 100

menlbcr c()mpany represcnlativcs t()-

gether li)r ir full day of discusrions on
hilateral and business issues. Ambas-
sador James Sasser lcldresscd the gath,

cring at lunch. giving his first nraior
slxech ts []S AnrbJssatlor to China.

Raiiv L:tll. r'icc president frrr Gkrbal
llc()nonric Reselrch at Morraan Stanley
Asil. lx'gan lhc day's scssions ()n a fxls-
itivc not( by rebuniDg s()me of the pes-

sinlisnl rlx)ut (lhint s ec()o(nn). Accord,

ing t() Lrll. the prchlenrs of SIatc-orvned

entcrprises (Sotis) are not rs s(\,ere ls
rnany anllysts lxlicve, the financial situ-

ltion ()f Chinds banks is much hcner
lhan is olicn reponccl. and Chinl is n()t

or.crly depenclrnt on lirrcign capital.
Lall clid nor cliscouot the clifficulties
(lhina will face in rlte ncxt phasc of re,
lirrms. but lrlicvcs China will lt rblc
l() suslltin 8r()wlh ratcs of ll-9 pcrcent
until thc end of thc cenluD .

lluan (lu(x'xng. nranaging clirect<lr of
InvcstJncnt llanking Scnkcs lirr IIZV
Asia Ll(I.. sp()kc ()n thc ec{)nomie e[-

Itcts o[ tltc rrfx'(nrring Il()nl'; Kong l[ln-
siti()n. lle pointed our rhrl H()ng
KonI. nrle in Chin.r s frrrr.rgn tnrtlc ir
tleclining. :rs m:rny Chincsc c(nllpanies
hlve bcgun lo cxl-roff clirectly kr over-
scan c!rstonlcrs. Nonctheless, Ilong
K(nrg invL,st,Dcnl in China is actclcnt-
ing xnd Chinese investnrcnt in Ik)ng
Kong. tln)ugh sk)tving, rcmiins x silqnil-
icxrll !n(l srrl)ilizing |l(tor. HuJn slilte(l
thal a snro()th handovcr in 1997 will
tlcpcrtrl on tltt Chrnesc Sot'(nlnt(,nl s
ll.)ilitv to coivince llle lk)ng K(nrg mid,
cllc dasr lncl cilil stnicc tlul the tmn-
siti()n will not rirange llle stxlus qu().

(:()un( il Presi(lcnt Rol)en A. Kapp, in
tum. lotrrecl thc bleak legislativc land-
scape in v,rshinglon, focusing on
yrmc of thc dchils of pending China-

rclated lcgislati<:n rh:[ hnve panicularly
irkecl olhcials in Bciiing. Varning that

g Up Cperoting
ditions in Chino

Z

husiness can cxpecl a particularly
hruising brttle over Most Fav()red Na-

tion (MFN) status renewal frlr China
this summcr, f\app emphasized thc, im-
ponitnct of hringins t'S comprnies
experiences on the ground in China t()

the ancntion of legislators and r{ficials
in Washingtrn. Through its "(ihina on
the llill' series of meetings with indi-
vidual statc congressional delcgations,

the Cotrncil is working lo l)rinla the re-

alitics o[ Ihe Chincse tnarketplace k)
the aw3reness of p<llicynrakers and
spcechwritefti in Vashingl()n.

t)uring his lalk, Aml)assid{)r Stsser
stressed thc inrfx)naoce of conrmunica-
tbn. ruther than c()nf()ntation. in the
tjs-China rclationship. Fle also sug-

Sesled that CEOs make personal cirlls on
(i)ngress wh(n they wish ro rclay lhcir
('()nccms ()n maj<r China-rclater! issues.

such rs MFN. Nrxhing, hc said. makes
xn in'rprcision on a member of Congres\
likc a visil or phone cull from n CEO

lrom lhc memb<.r's distri.l ()r stxle.
'lhe aftem<nn seision of China Oper-

rtions 96 wis de\'otcd t() four *rrrk-
shops on spccific operirti()n:rl issucs. At

the \\'{)rksh(rp on frce trxdc zones
( F-TZS), c()mpany reprcseotatives irnd
(lhinest, offlcials fronr the Waigarxliao
FTZ and the Tirnjin F-I'Z dixus,ied thc
ftngc ol activitics f<rreign-investcd com-
panics cuo (\)nduct in thc zonc's. A sec-

ond wrrrkshop ltaturecl discusskrns by
cxpt,ns from nranufaouring c()nlpanies.
laq firms. and invcstnlcnl houscs on
stock purchlscs irs an alternalir'(. t()
Ii)rnling joint ventures. Mcmber ((nn-
pany reprcsenlxtivcs eonccrncd with
pr)lccting their conrprny s intellcctLral
propcrt)' in China dis<ussed srxnt, ol
lhc chrllcngcs at a pancl devotccl to in-
lcllccturl pft)perty rights issues. Atten-
clees of the workslrop on officc space

lnd housing heard the g<xxl ncws that

rcnts in Ueiiing. Shanghai, lnd
Cuangzhou for hrrth officc splcc and

housing are likely to come down this
yeaf.

Denise Yue

on Hong Kong

C)n March 11. thc Councils ri/ashing-

ton offrcc hosted Hong Kong's Secrct!ry
firr Tradc and Industry Dcnisc Yue for a

fonhright talk on Ilong K(,ng s future.
The secrctary surprised every()n., rr"itll
hcr qrnclor regarding the nced f<rr l dc'
m(riillic fl()ng Kong, as well as hcr cx-
tremcly pragmatic sensc of lros to dcal
cffectively with llcijing.

Ytte spirkc of the nc'r.r.i f<rr thc I S lrusi-
ncs\ (()nrnuniry to strcngthcn iL\ clf()ns
to prcseryc clemocracy in Hong Konll
and nraintain China s MFN tr:rde slatus.
Slre (iled reccnt refx)rts that l rcv()cxtion
of China s MI.N sutus r<rr,tld mc'an a 2-3

pcrcent:lge-point (lccreasc in I Iong
K()ng's (;I)P. Shc also rcbufled rccent tlS
clainrs ()l intcllcdual propeny righrs larv
infringemcnt in llong K()ng and queried
mcnther contpany represcntrtivcs ()n

thcir cff()ns t() prcsent d)e tls positi()n ()n

Il'R violations t() mainlancl autlroritics.
Yuc indicatc-d th!l. dcspitc difhculties

in the LIS-China rclati()nship, Hong Kong-
hased cornplnies arc veD p()liitive llx)ut
thc futurc ()[ l)usine,ss in ll()ng Kong. Rc-

ccnt p()lls in(lic:rlc tlr l nl()i foreign cont-
panics plln t() remein in llong K()ng after
1997 antl evr:n cxprnd ()pcrati()ns lherc
or.er the next few vclrs.

Hong Kong Members
Discuss lmmigrotion ond

Biloterol Relotions
Hrru :rnrl ulrcther nllr(,naliry Jnd intmi-

gruli()n i$ues w<uld h aflectcrJ hy llong
K()ng s tr:rnsition t() Chincse s()\'creignty
n(:il vcrr \\'J:\ thc trpic rrf thc Hr)ng Kon$
officr, s I'rlrrurry 29 hrt.:rklust nrc<.trng.

l)cputy SecrctJry f()r s((.rrrily Alcx }ong
fieldcd nunrerous qucsti()ns atx)ul \\'(xk
pemrils, rcsidcnq righrs. ancl (rhc'r issucs

as mcnrlrrs sought to cl:rrily the murky'
picturc of how China s Nation:llity Llw
will be lppliccl I() thc territory. [(]ng prc-
dicrcd that procedures for expatriatcs
wishing to u'ork and litr., in dt( lenit()r)
q'ould renrain largely unthanged. though
the situatbn frrr I long Kong Chinese who
hold both pernunent residcnt crlrds and
foreign pas.sglrls is still unclear.
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Tolking ond Listening
C()uncil menrbcr firnls ioincd with

mernbcn o[ thc Chcmical Manufatlures
,ts.\(datiorl (CMA) on April 9 frrr a rare

chancc to nlcet informally with Qu
Gcping, whcr Ins resgrnsibilirv for initi-
atinS environmental pr()tcction lcgisla-
ti(,n in China. Frlrnrrly the nrinister of
thr Nrtional l':nvi(rnnlcntxl P()lcctk)n
ABcn() ($:PA). Qu mrn st n'rs as clurr-
nun ol_ tht, Fln!ironmcntal Pr()tcction
Grmnrittee of the Natiooxl Pcople s Con-
grcss (NI'(:). l)uring thc m()rning scs-

sion. Qu otrtlinetl his crnrnrincc s plans

t(, p.l\\ 20 pic(qs of cnvrnrnnrentll k'gis-
lirtrtm l>1 drc cnd rf thc tlecade. Thr: lelq-

islattrrr nill ta(kl( sldr cnviroruncntill
problenu ls wxtrr xnd n()ir,r F)lluti()n;
toxic cllcntitrls: and pr()tecti()n ()f
lirrestr. glrssl:rndr. s ildlili'. an<l mincr:rl

rcsr,urccs. Qu n<xcd tlrat the NPC has

pxssed two kc'y laws in the past year: :r

revised statute on rtmospheric fx)llution
lnd a new' solid wasle law ( s4, Trre aDR
l\4:r'ch-April 1996. p..3{t).

After Qu's tilk, lhe (:MAs Fruderick

McEldowne'y lntl Hlsnl Sisr.o of Nllco
Chr:miol Gr g:rve prcsenkti()nri rln thc
LIS chcnrical industrl':rn<l its ((xnnril-

nrcnt to pnxluct safctl. Sisco fxrintcd
our lhill Chinx's recenl cflrrrls to cnsurc
*llc inrlx)n of chcnricals. by re(luiring
f<rreign finru to rcgist(.r thcir prrxltr<ts.

pr.rscors ir nunllrr of diffi(ullics li)r I S

firlrN. Shc rcqucstr(l llrirt Qu iln(l (nher

ollicirls in lk'ijing trrnsiclcr iuking tlr(
r$luircnlrnls mrrre rcavrnalrlc. rrntl ep-

plicahlc to h{h lllc f()rcign rnd d(nllcs'
Ii( .hctrrical indurtrics. sis('() sxrnc(l

that in the abs(,ncc of rcrne rvay t<> ease

the onerous rcponing rcquilcnrents.
"thcre will lx delays in (he int(xluctiolr
of new technologies ancl clrenrical
prcx esses in China."

DurinS lhe question nnd xnsqcr pr-
rrrxl. Qrr thlnkcd thrl pirni(rpirnr\ Ii)r
their vic\is on thc rcponing rc,<1uirc-

rnenls. In rcsfxn'$(, t() (,r!'questk)n. Qu
sirid th:lt he rvould consider the possibil-

itv ol e rnorc r4tn conmt(]nt and rer'ie\\'
pcriod l)ri()r l() thc p(nnulgxli()n of cn-
vir(nrolcnt.rl lcgislation, tr lllou' forcign
invcst(n-.i t() prcscnt thcir vicrvs on thc
issr.r( Jl h:rn(l. Qrr also welcorned rhc

lxrs.rlrrlrtl ol .l {(trlrur rn (.lrnu to rn

tnxitrcc thc tlS rpprorth t() rcgullrling
xnd nunaging lttc salc t)r)dudi ,n. ur'('.

rnd tr.rnsgrn of chenricals

A Visit from sichuon

Sichuon Deputy Governor Pu tolks obout
inyeslmenl opporlunities in his province.

I

Georing U

OUNCI

Gothering
'lhc Cor.rncil s Annual l\lcnrltr-

ship lllceting u,ill be held rrn _lunc
6, 1996. rt thc Shcrirl()n (i rh()n

Iftlel in Vashington, IXl, kn 9

anr t() il pm. Thc event rvill fca-

turc trlks on (ihina's nrlc as a rc-
gional pos,er. H()nr{ K()ng (levcl-
()pnlents. xnd rcgional br.rsiness

trends, and workshops on wholly
li)rcign owncd entcrprises. for-
eign co.poralc 1;<>r w<trks in
Clrina, and ()thcr nuts-ancl-holts
l)usincs.s irisucs. Thc annual meet-

ing is for nrember conrpanies

<>
fbr nx)re inf()rmxti()n. c()ntact

Paul Iamb ar 202/429-0340 or via
e-mail at "planrb@uschina.org."
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'Ihc Council hcld l receprion and lun-
chcon in ryJashington on April 1l in
honor of l ninc-person dc,legati<ln fkrrn
Si(lluirn Pr(,vin(e. lecl by Prr Illiqrng.
Sichu{n's executivc deputy governor.
Among thc delegates wcre Li
Changchun, the cluirman of the Sichuan

f-rrreign Alhirs Offic e. und \(/ang Jinxi-
eng, the dr.puty chJirmxn ol'StehuJns
Planning C()nrnission. Tlre delegrtion

\\xs visiting scvcr.tl cities in lhe thite(l
slxtcs t() p()nx)tc trJde and invcstfltent
()pfx)nunilics in tlre provinrc. rvhirlt has

cnj()yed grexl c(\)n()rlic grorvtlr in re-

cenl ycxrs.

After lunch. Pu ancl his collclgucs guvr:

J pr(5(nlllion llx'ut Sir.lrrun. (l(lJilrnE ils

c(on([)ic potential rncl rvealth ol nltural
rcsourc'cs. Sicturn lrlrs lr Ilrtrrirhing ugri

cultural luse lml imnrc'nsc hydnrlectri<'

B)rvcr (ilpJ(it). as wcll as an abrrndlrncc

of nretal ores, nriner:rls, antl natuml gas.

At lcirst sL\ hyd(rlc(t.ic ;rrwer plents lrc
run(ntll lring clcrckrjd in thr. prrrrine<
on thc Yll(rng an(l Jinsh.r rivers. 'l'hc

Sichuan g()vemnlent has dcvebpcd l list

of cight prkrrity arcas ft)r invcstrnent: stccl
products; c()l()r telcvisions; VCRs;

telcconrmunicati()ns rquipfircnl: nx)t()rcy-

rles: rutomobilesr (1)n\1ru(1i()n an(l (ngi-
neering nrachincry; and Jxrscr gener.rtion

ancl transnrission equipmenl
Thc delegates emphasized the plethor.r

of natrrral rrsourr'es firund in tht Prrruii

region in s()uthern Sichuan Provincc.
Itanxi l)oxsts iron, titaniu,r'r,:rnd vana-
dium deposits as well as copper, tin.
leld. rnd zinc rescry<s. Th< region also ir
rich in agricultural resourccs, including
lumher.

p
IAnnuofor
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Olivio H. Zhoo

Accounting ond lnsuronce

OTHER

Sun Allionce Gncup PtC (Ul(
()1x'rr*l n1n't'rttrtirl rrltcc ir Slurnuh:ri I ')(r

Bonking ond Finonce

Abt diorion' uod rhrcushoul iErl: BO( Eonk ol Chimr CAAC Civil A,iorid AJminirn rB o,
Chimr CNAJEC C[im rlofiml Aubmli€ lmF.}&!dt Cdp , CAIC Chim l.toridol A€rc-
IEh@Lsy lmpod.E4od Colp; CmC Chiio rihturiool Itu,r ond l.6tndr Cdp, CrTs
Ch,no lnr.hor,onol T,ov.l S.r,... CNOOC Ch,"o ttor,oml Oltrho'c OilCo,p. EIDZ
L@l@ic dnd lxiD.losicol oraloprunl Zon., ICBC r^durr@l dnd C@m.rc'dl 8o.l ot Ci,rc.
MPr M,ntrry ol Po!t! ond Llemrun'@nol. NA. Nor aa'lobL, NOIInlcO Chir tlorh
rndutniB Corp . P&T. Pd dd l.L.d6un,cdhon'j PEOC: PEp.t EonL ol Ci,E, sEZ sp*,ol
E@l@k Zo@, Srr.rO(HE^{ Ch'm NotdEl Cfia'<olt lmro.r t Fd Cdp. SI.IOfCC Ch.r
rldrel Pdrchdnkol C6p . SINOIRANS Chirc Noh@l Fo,.isn lrcd. LoarpodErio Cdp .

Src: Sbb fronning Cohni.tio, LrND? Unibd r.lorior DaelopaFr ftEg,M

CHINA BUSINESS

F'irms whosc sxles rnd ()thcr busincss arrungcrnents wilh Chinr do nor nrrnnllly lppelr in prcs\ rc'p()fls may hlvc therr puhlishcd in
7be CBl? hy x.nding the inlirmretir>n to tltc :rnrnli )n ()f lhe cdik)r.

SAI.IS AND INVESIMENT December I . ) 9e5.tgf,ruq, 29.1996
foreign porly/Chines6 porty Arrongement. volue, ond dole reportd

Chemicols, Pekochemicols, ond Relod
Equipment

INVESTMENTS IN CHINA
BASF AG (Germony)/Jilin Chemkol lndusriol Co., ttd.

l:\l.rl,ll\lrr(l t()rrrt \ ( ntLrr( rn (.hirrl1t( llur)..lilirl l\.r rmr' t<r

I)r(r[r1i o(1)l)( nl\lgl\(()l 1l]0 rnillr(xr ((ir'fl iln\'l)rI',,
l,lt( l: r0,,) l ')(r

L'Air Liquide 5A (Frcncel, Sumitomo Corp. Uopon)
\\ill cst:rlrlish r$'r) i()iot \cnlur(\ in'lixnjin l(, 1)r()dLl(1' ()\\'g(n.
nitrogcn. llclrogcrt. unrl urgon lirr' irttltr'itr'ill trsr lr'-l t J rnilluxr
(F'lirn.( ltlr',,..lrlirll:.](I'1,). I ()1).

Pfiillips Petoleum Co. (US)/Shonghoi Petrochemicol Co.
llstrrl:lislrul SlLrnghrri (ii'l(l(1r I'lrilli!)s l)rtirlr!' irrI (i). lt(l
t()inl \'(11tlrrc l,) lrrrxIrr'r' lintar pohctltllcnt :rnrl pl:rstrcs li,r
rn,rIing I.,rPts. i,lJ() llrillr(rr. (1 s:r(r',.1'lt(-:tnr',,). I (Ir

Koo Corp. (Jopon)/5lronghoi Yulong Enterpri:es
Ii\l.rl)lrsl)r(l Kr{, (:h(1n(ill (i)rl) j(,inl \(nlrU1' l() l)r{,1[l.L
\urlx(lirnls ll() tnillir)r1. (.lxl)xn -i',"1'l{(l:li' ) l.l r.)i

OTHER

BASF Grorp (Gernony)
F()nn(l llASl; ((:hinr) (i) l(' (()nv)lidlttc l|ASFs rxistin8 (lhinx
lcnnrrcs ancl <jcvekr[: rlholll oq ned sultidiaries. f,/96.

Consumer Goods
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OTHER

Tfie Hong Kong ond Shonghoi Bonking Corp., l.ld. lHong Kong)
\\'ill r)l)(ir r(lx(\(ntltli\( r,lli(( ilt (llrlrf(hr. \i(lrLrrr) I'fi^in(,(
I (X)

Bonco di Romo, o bonking rubsidiory o{ lRl lstitulo
Ricoskuzione lndushirle lttolyl

\;prt,rtt! l\ l'll( )( I l(, { )l)( n ir lnrn( lr i|] Slrirnglr.ri 2:()(r

Koreo Development Eonk (5. Korcol
Apl)Ir)!crl lD l'll()(;t(i ()l\'n.r Irnnilr rn Sh,rnghJi .](I)

lntegroted Poyment Systems lnc., o rubsidior), of Firsr Doro
Corp. IUS)

Ii\pirn([\l ll(xr(\'(;tur]r rrrim(\ \\rnr)g 5Lnr(( lr,l5 I(:ll(:
l)rlrn(lk\ in l- ( iti('\ irr (]llinr l(Xr.

MosterCord lntemqtionol, lnc. (US)/|CBC, Notionol lrto*et of
lnner Mongolio Co., Ltd.

\\'ill l,nnll) l.rL)o(ll tlr(' lttn\ \.ittnr.rl \tirrl(1 ll.r\tcdl.rr(l in
ll()lrlk)t. Inrrcr \l)r)Solir.\trlrnr(nrlolr( lt(qi ln l't)().

Nonyong Commerciol Bonk (Hong Kongl
( )Prnc(l r(l)r(s(,nt.rli\r,ol1irr. rn llcqirrg. I ,l(r

Notionol Bonl o{ €onodo (Conodo)
( )p( o((l tul)ft,:!nl:tl i! r., otlrr'r, in Sh:rnthrri. I r.)(r

The Sumitomo Bonk [td. Popon]
U ill ()p(n Rl)lrscnlrli\( ()llirc io (.lxnrs(ling. \icl)r:rn
I'r()\ tn(r' I (Xr

IWESTMENTS IN CHINA
Bosch-Siemens Housgeroeie GmbH, o joinl venture belween
Roberr Boxh Gmbtl ond Siemens AG (GermonylfiVuxi [ittle
Swon Co. (Jiongsul

lrtrrlrlislrctl l()irrt \rr)lurl rrr \lurr,.li.urts5U I'11,\in(( t() (l(!(k)|.
protlrrtt-. untl scll :torr: rrrrl kittlrcn trlr:rrst lr,xxls
I (;r,r,rr.rrrr(nt l)ll(11(r',,r I ()l)



OTHER

Wol-ilorl Stores, lnc. IUS)
\\ill ,rtrtrr trr,r l:r.rntlr itr)r(\ ur sh('nrlrL,l

Tondem Compul,ers lnc. IUS)/Qinghuo University (Beiiing)
li\lrlri\h( (l l.rn(l( 0r (JIrrlrr.r LillninI ( i'rrtcr in Il('rlrog
S,l\(r{r.(rl )( ). I t)(r

.l 9()

Silkon Gmphics, lnc. IUS)
l'lsr:rhlishctl lni,in! S(il (innpurcr'l'c(hn(,loilt xnd I)T ginecnng
(:() . L((1. $1rrlv {)\\ n(l sul)sidi:rr}'. I I 9i.

Toshiho Lighting ond Technology Corp., o rubridiory ol Toshibo
Corp. (Joponl, Sonmei Trcding Uopon)/Fuzhou Electrk Bulbs
foctory (fuiion)

li lrl)lislx(l lirzh(,Lr 'll.l Lrghlirrs l()ifll \('I]tu,'.'ro liriiirr
I'n)\irr(( t() I)fl\lLr(r lhr()rc\r(nl Lrnrp S().; rnllli()n.
l.l.rl).rrr (il'.,. I .l)R(l:.aJ',,1 1.1 9;

Food ond Food Processing

INVESTMENTS IN CHINA
Corlsberg Brewery tlong Kong, ioint venture between Corlsberg
(Denmo*), Eqst tuiotic Co. Lrd. (Denmo*|, ond Swirc Pocific
Ltd. (Hong Kong)/Songiiong Ecooomic ond Technicol
Developing ond Conrhuction Generol Co. {Shonghoi}

l,\r.rl)lr\h(11 j(,rnr \(nror( l() l)url(l ln(\l(r\ ncrrI Slrunglrrri
i ()rrr K,ru srI,"l)li(:r.llr ) lt)l)

Consitrode, wholly owned subsidiory ol Chocolote Products
Monufocturing {Moloysiol/Chongsho Brewery (Hunon}

Iist.rlrllshul llun r Lr()r1 llr(\!(rr i)rnl vcrrlrlL in (lllxnl\ll.r
llLrn.rrr l)l1^iIl(r tlt'.t, Irrillrrn. ttrl,rluvsirr:ii -l'llti ti", t 2 '.11,

Consitrode, wholly owned subsidiory of Chocolote Products
Monufocturing {lrloloysiol/Jinlongquon Brewery (Hubei}

l.r.rli.ll(.l llrl\r lrrr, rrr,l.r.flr I(r(\\i 11 i,'||rr \, ||I,.,
\.lr) rrrllrnr. l\Lrl.r\sr.r ()ll -l'll( :rll , ) I 9(,

Conritrode, wholly owned rubsidiory of Chocoloc Products
ilonufocturing (l,toloysio)/Jinlongqrron Brewery (Hubei)

l:st.rlr|slrctl Ilulx i l-i(, l|r(\\cn ioiol \( nllr! \Jo rrilli()Il
l\lirl.l\5rx:(nr',, I)l{(.:l(r ,) .,4 i)().

Consitrode, wholly owned subsidiory of Chocolole Products
Monu{octuring (lr'lolqysiol/Zhuzhou Erewery {Hunon)

lr:r.ll)lrsllc(l ZlrrrzlroLr l r, rrt lI( \\( n tr)irn \(1rlur(' irr l ltrrr.rrl
l'r,^rn(r' )ltJ llrrlh(rt lILrl;r\':rir 5i' ,, I'lt(l:t5 ,). i ()(,
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Eorch-Siemens llousgeroere GmbH, o idnt veoture benren
Roberr Bosch GmbH, ond Siemens AG (Germonyl/Yqngzi
Group

I:stulrlislrtrl i()irll \(nlLrrr' lo rrl.rnul:l.ltrrL rtlligc[rtoIs und
lic/rrs ((;(nniln\ -(r',, l'ltc:J(L) I9(r.

Hitochi Lrd. (Jopon)/5honghoi Shongliry Home Electronic
Applionces Corp.

Ilsrrl)lislr(.(l l()inr \(ntUIt' io :lriin.(llui l() pr,([rc( \\rslrin{
r)l;tclrin(\ SJo rrrilln,n (.lrll)un:;-",.1'R(l: Itr',,, .l {)6

trloBushito Electric lnduslriol Co., [d. Uoponl/Seiiing
Arthiteclurol Engineering Group

f:{rl)li\l(.cl l}(.rlin}l (;r(.rl \\ rll 5( rko Air ( inxlili( ni|g i()rnt
vrrrlrrrr lo prorlrrtr :rir ((nxliti(,nin{ s\sl('rlt (inlrlxn)(nts
5lr nrilli(n.2 9().

tG Group 15. Koreol/Pondo Eh<tronic Group (Jiongsu)

f-\lrlri\hed t()tn \cnlrrr( irt \:rnjirtll, .li:rnEsLr l'r()\in(( l()
prrxlttr'c s':trlrinu nr;rchin(s li,r lhr (ll)to(s( rnd Kort:tn
rnirrk({s. liJo million. l'96

Somsung Disploy Dwices Co., o unit o{ Somrung Group
(5. Koreol/tlA

llstrrblirhr<l Sltcozltc'r lri st.rr I)isl)l:r\ l)(\i(-( (l() i(nnt \rnltrrt
l() nr()(hrc( (1r()r lcl(\'isi(nr pi(to( tulx'\. 561x) tllilli(rr.
(S. K()tuI li(11,, l'R(: 2(lri,). 12,9;.

Eleclronics ond Compubr Soltwore

INVESTMENTS IN CHINA
NEC Corp. (Joponl

\\ ill !'\l)rnrl 11l( ilitr(s .rt ils slx)ugirrrg \li(. i()int \(ntur(' rr)

Iteiiing t() l)nxl{r(( r-rrrcg.rlrit.rrhunted rrtr.rrtorI chip..
:,llrrnill(nr. l()()

Apple Computer, lnc. (US)/South So{twqre lndustriol Po*
{Zhuhoi) Technology Co., Ltd. (Guo4dongl

Iisrxl)lisl)('(l Apl)lr-ssl' -I(\lrn)loS\ ji)int \('nlur! in Zhuhiri.
(;uln!(k,n{ Ill )! irl(r' t( } (l('\ r'l()l) irplrlic'lrtiorrr busctl ort
l1)\\(rl'j(l.lrp rn(l \lir(inr(,slr ()5 plirlli)rnr. ll')i.

OTHER

IBM Corp. (Usl
()penctl lrrrnch otficc iD Nrnjing. ,li:rngsu l)r()\in.c 2 (X).

IBM Corp. (USl
()p(,ncd inli)nnrti()n tulrnokrgv center in Shlnghxi I qr.

lPfi Corp. (Usl
Openrcl hmnclt ollir. c i Shen/lcn. I q).

MultrTech Systems (US)

'0i ill ()l--n nn)dcm scn'icc irntl replir (c'ntcr in llciiing. l 'r)6.

Systom So,&wure Associotes, ln<. IUS)
]u()vr(l irs Asir-l'r(ifl( hcrdtluarlcr.lirrrrr ll(rrB K(,ng to Ikiiin8.
I t\).

Engineering ond Conskuction

INVESTMENTS IN CHINA
Akzo Nobel N.V. lNetherlondd/Hongzhou Point Foctory
(zheihngl

l:.trrlrlislrrLl,\l,rr, \{,1)(l ll.ulgrhr^r l'()\\(l(r (i,.rlrngs t(nrrl
\(rrlLr11. in ZlkiiiIrg I'()rrrr((' (\.rlr(dillltl\6(I .l'R(::n/',,)
I9().

Wlliomr Holdingr PtC (UK), Americon lnternotionol Group, lnc.
(U5)/Guongdong Guli Lo<ks

Iililirlrislrc(l Yirlc-(lLrli t{)iln r(rrllrrc t,),iunLrti(lun L,(ki' ir)

\ir(rrn. (;urng(l(nrg llnxiott liJ nrilli()n (tiK:{5"1,. I'S 1i",.
PI{(; t{l',, ) I 9().

Building Ceromics Corp. lld. (Gerrnonyl/Eooiong lniemotionol
Crorments Center (Beiiing)

Iistal)lisl)c(l Ilx{,ri:rnq-( ir, nr:rny Ilrillling (i r.unics Lt(l. i()int
\rlrllrr(, h llciiing l(, Pr'<xlutt lriglr-gr'Irlt rc|lr]lic tilcr
Sl9 nrill()n ((i(nr.rn\:5{}'.1'RC:;(I ). M).

Hitochi Ud. Uqponl/Guqngzhou Elew$or lndudry
lisral)lir.hccl 1hft,.' i()inl \,cntur(s in (luxngzlx)rr t() Ir(xlLr((
r..ltvrtors untl csrelltors. $ltt rrrillort. I 9(r
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Hoogovens Groep B.V. (Netherlonds); Solloc, o subsidiory of
Groupe Usinor Socilor (Fronce)/Booshon lron & Steel Group ln<
(Shonghoi), Beiyi Group

I:*t.rlrli.lr(rl t()Ilt \(rrtur('lo P xlurt sttt'l l)(\( rir.q('(()rn.rrrt(rs
in \lr.rrglr.ri t \r'tlrr. rl.rnrl::ll i' I r.rn(( ll s l'R(: ri',,. .l(t,,).

PepsiCo, lnc. (US)/Shenzhen Shenboo Beveroge Foctrory
(Guqngdons)

lrt.rlrli'lrtrl lr)ltlrrrg t,)inr \( rur( in \h('ni,lr(n )ll' rrrllr()ll
(( \6lr',-l'li(l:10' ) I ()('

Compok Corp. {US)/Shonghoi Hongboo lndushiol Cooperotion
C,enerol

list.rl)li'lr(\l (,nnlr.rk \ll.r)slr.r II(.rltlr 1l({h(l\ (:,, Lt(l ltl
prrrlutc lrircrrrts:rrl(l .or:r tirrnrrl:r lirr LIri]rl('n I ()lr

The Doiei ln<. Uopon), l{orubeni Corp. {Jopon}, Aiinomoto Co.
lnc. Uopon)/l.lA

li\l.rl)li\lrc(l i()rrrl \( nlu11 l,) ( \t)(n'i \(g(r.rl)l(\ lllnr (:lr1o.r l,)
l.rI].rn. Il"i.,) rnrlL(,Il (.lirl)irrr 5lr ,. l(11' lll',-l'l{(l:1lr' ) I r)(r

Morubeni Corp. {Jopon), Kumomoto Flour Milling Co., ttd.
(Jopon)/First Groin Slroroge ond Tronsportotion Corp. {Liooning)

1.t.rlrli'lrul l).rli.l|r \l.rul(nr (i'f(.rl l(rtrl\(,, ll(l t,,Irl
r('ntrrrc lL,Lrr rrrrll rrr l.r.rorrrnr l'r(,\rn(r' \ll rlrrllr)rr
rl.rl).rrrirr I I'1i1..r$ ) lrrr)

Red Bull Vitomin Orink Co. fihoilond), thoilond Phormoceuticol
Co. flhoilond]/Chino Food lndustry Group Corp.. Shenzhen
Zhonghoo Group (Guongdong)

I't.rlrli'lrLrl lt(11 Itlrll \ rl.rrrrn I lrnk (.r, t,,rnt rt'rrtLrrt rn
\lr(rr.,lr(rr 1,, l1rrrIrrc w,lt (iflllk\ \lr5 rrIlh,,n I I I r , r r I . r r r ( I : 

- ( , ,

l'l(.1r' ). ll '/i

Suntory ltd. (Joponl/Shqnghoi Moling food Co.
l:.t.rl,lislr(rl \lr. r,tlr.ii \unl,)11, \l.rlrn.{1,rtl'(,, i,,rrrr rL.rrtrrr..t,,

Irr,,tlLrr t .r,lt (lllrtk\ ll()i

Moloyon flour Mill {Moloysio), Kitoke Development {Hong
Kong)/Shonghoi Flour Corp., Shonghoi Groins & Tronsport Co.

1)l.rlrlr\lr(!l slr.rrrgh.rl Il.rler.rn lirLrr lrrrrLl (.{) t(nnl \('ol0l! Ii,
.r((tLllr( .r \lr.r,lglr.r1 ll()ur Irl1 \ir llrlllon (Il.rl.r\'r.r:ll . lli,n!
Kor),1 iri I'l(;:li ; ) ll 9i

OTHER

Americo's Fovorile Chicken Co. (US), Americqn Delights (Hong
Kong)

\\ rll l,rrttlr r.ltrcL,D l',)l\'\(\ ('\t.rLr,.urt (llrn irr Sll,rrrgllrr
l')()

Beiiing McDonold's food Co., ttd., q bronch of MtDonold's
Corp. (USl

\\ ill Ultn .rnotlrt r l.l r(\l.rLrf.rnt. in llritrng I ()()

Foreign fusisionce

OTHER

World Bonk
Vill exten<l krun to l]:rnk ()f (in)lnluni(rri()nr. li)r tcchnical
rcn,,\ irl,i,n l)r,,t(1t\ ro si\ nri! Jl( ( 'llln(.( (nl('rl)fl\( \.
Sl0 n)illi(nr. 2,96.

Mihui Morine ood Fire lnsuronce Co. (Joponl
\\ ill grr c gr.rnl. t,, P,,(,r ir('1s ir Slr.rirn\r 1'r(^ irr.r l(n'

cdu(irlr{'rr il(\uI'lnrnrn \r)i.t)iN) I ()h.

Mochinery ond Mochine Tools

CHINA'S IMPORTS

E.l. du Pont de i.lemoun & Co. {USl
\\'ill :tll tlr.c Ir.r scnsitizcd l)l:rtr. prrxlurtron linc' to \f'aoqrro
(l.r)up in llrn:rn I')r()\'i11(( $10 nrilli(,rr ll ()i

Mitrui & Co., Ltd, Uoponl
A$rr(lL(l (ontrirct l)\ (lhinir Intcflrirti(nrrl krn.rntl strtl
In\(.strrr(,nl ()){) t() sul)ply \l(ul olukin8 c(luip,nrnl l() Lri\r.r
Ift)l1 :rIl(l Sl|rl (l() rn slLrnd(rrg I'r()\ir1((. :iro nrilli(fi ll ()i

INVESTMENTS IN CHINA
tenner lnlemotionol {UK)/Shonghoi Plqsti< Fo<rory, Chino
Generol Cool Moeriols

IistulrLshcrl shirnglriri |!rirl)l:r\l ( (nr\(\1n I](h (ir ioint rtrttrrrr
l,r pr,{hr.( (,nNc\()r lxlts. tilr r tillron tl'K:5r ,, l'}lt(: rl ,,

.l',t I ()(r

Emerson Elechic Co. (USl/l.l,A (Beiiingl
\\'rll .srtrl)lislr lt()sc,n(nrnl Iiirr llirsl lostr'trnr('nt (1) t.t(l t()in(
\t'oturt in IJ('iiirrg 1,, IrrrxlLrtc prtssut't' utttl t(rDlxrulrrrt'
tr.rnsllrirlcrs I (){l.

Emerson Electric Co. IUS)/NA {Uooning)
\\ rll (5Irl)li5h :lrrn\irnll C()l)(lxrr(l (inrlncs\(,rs (]) . h(1. i()irn
\(nlrrrc io Lr.r(n)ing l)r()!rn(( to Pr({hl(c \(nrl lx'nn(li(
,lornples.ors untl condcnsirrg unil\ I ()h.

Emeron Elecrric Co. IUS)/NA (Zheiiong)
\\ill r:t:rlrli.h Zlrtji.rng l'nr<r.r,n \1,)t(,r (1,' i()lol \r'nlrrrL ll]
I lLrllx )u. lll( iiirns l)r )\ rn(\' l( ) Pn r lut r' ii.ri tr,,rr.rl lr rrsrlx r\ t'r

Sonyo Electric Co., Ud. {Joponl, Nissho hroi Corp.
popon)/Guongdong Kelon Electricol Holding Co. !td.

Iisr.rl)lrslr(11 l(,inr \rllrur( t() lnr,(llr(( in(lusl,iirl lR\',,(r\ irr

:l)lln(lu. (;u.rn!(inr.t l'r,,\rrr((. illr rllrllr()n (.l.rl)rrrr il ,. i ,,

I)ll(l r'r l')(J

Morubeni Corp. (Jopon), Kurimoto lron Works
Uopon)/Nontpng Heqvy Mochinery Plont (Jiongsu)

I \(.rl)li\lr(11 \irn(,)n8 \l.rrirh(ni KLrnnr()l() llrir\\ II.r(lrin(r)
i,)rrl \(nlurcirrli.rng\rl'r(ni ((l(,pn,LlLrre ir,,rrl,l.rt, lrrrcl<'rs
ll ();

Medicol Equipment ond Devices

OTHER

IBM Corp. IUS)/Beiiing Hospitol
\\ rll s( r UI) ir r cntr'r to tlrr cl,p ,rnrl irnpl( fl1( r1l rrn iott gretr'<l

lro.Pit:rl inli,rrrr.rtir,rr :\\l(rl I 9t)

Metols, Minerols, ond Mining

INVESTMENTS IN CHINA
The BOC Group PLC (UK)/Toiyuon lron ond Steel (Shonxil

l strrl rlislr(l i( )int \ rnlLI(. t,, nt.rDU(. tlrr(( .rir \(l).U.rti, ) u rts

;rnd :r ltvtlrogt,ll prorILrtiorr I)l.rnt 5]li nrllx),1 (l K ilr'.,
t,RC5() ) I ()()
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Sunlory Ltd. popon)/Shonghoi Sugor Cigorette & Wine (Group)
Co.

\\rll , .r,,1'l.J, rl .rrr;lr.r s lnr,r\ lir, \, \ t,rnr \,'rr",'
\:1r l|llx ,Ir ll ,);.



Pockoging, Pulp, ond Poper

INVESTMEMS IN CHINA
Itochu Corp. Uoponl/tlA

llstrhlishccl Shxnglui.linpu l'lxslic I'rck:r8ing t()r1t !rrllurc to
pr<xluce wrapping [ilrn for cigrrtncs. sl2 nrilli(x] Urplo.Jl:Ir,,
PItCr:(fli,) I 9().

Itochu Corp. Uoponl/tlA
li.itxl)lishcd 5llxnglrai Zileng Pxckaging \trrerial i()int renlurc ()
pftxfuce \\'rappinS ratcrixl lbr fixxls. Sl n)illion. oaplrn:3fllr
l'RCr7U/u). 2,;%.

Peholeum, Nofurol Cros,

ond Relohd Equipment

IWESTMEMS IN CHINA
Arnoco Corp. (USl/Chino f.lotionol Petroleom Corp.

v'ill j()ioll! c\pk)ru fi)r turtLrml ga\ ifl Qridirrr l)xsin. ()irUlhxi

l'r(N incc l/r)().

Ken-lticGee Corp. lUSl, Hu{fto Chino lDC, on ossociol,e of
Huffco Group {USl/CNOOC

\Ji'ill c\pk)r( li)r ()il ii IirHi lh\'. I 9Y)

NKX €orp. Uopon), fi{orubeni Coo. (Joponl, Mihubishi Corp.
Uopqn)/Hubei Petroleum Administrotion, Chino Petroleum
l,loteriol ond Equipment Corp.

[st:rlrlislrL'd l]ollrr NKK l)rillPiPc (.o i,r llultr lr) pr,(hr.(
\(irrrl(\\ \l((l l:lnll l)ip. )l- ntillxnr (.l.rl)irn lr.1" -l'l{(:..1 t" .

ll,) ll()5.

OTHER

Singoporo Pelrcleum Co., Lld. lsingoporcl
will ser Lrp lnrlli J\plr:rh sr0rdg( tcnuilil el I'rns(h(ng I'()n rn
(;ulngxi Zhurnll Automrrnous Rrgtrn. 59.19,(xxr. ,l 9().

Asion Darelopment Eonk
Oftlrecl $l-l(t millron k)xn:rn(l S9Jo,{lx) lc(hni(Il .rssistrncc
gtunrs li)r Pinghu Oal rnd (;as l)cv(k,fnrcnl pn)je(1 in lirst
(lhinx Scr ntllr Shirnghri. $1-1o.9 nrilli()n. l2 95.

Phormoceuticol

INVESTMENTS IN CHINA
Eoehringer lngelheim GmbH {Germony)/Shonghoi Sine
Phormoceuticol Co.

\\ rll c't.rlrlislr ,ornl \(ntur( ur Slt.rouh.rr Sli nrrllurn
((;uIl:rn\'(iI 1rl{(: rrl/', ) I ')()

Ports ond Shipping

INVESTMENTS IN CHINA
Evergrcen Morine, Uniglory I'torine, both members ol
Evergreen Group floiwqnl/NA (Shondmgl

trst.rhlislred i()inr \colutu rr) lruil(l inlxnrl (('nlxincr rlrPrt io
(Jingrlir(). Slr.rn(l()n!{ t'.(,\iD(( Sl-.5 irillirn. ('l'xi\frn'.rrI11,..101'.i,

I'li( l:.1O ,). I t)(r

Sunkyong Group (5. Koreol, hrtrotoni lntcmotionol Corp.
Uoponl/Dolion Chemicol lndurhiol Corp. (Liooningl

Fst.rl)liihccl i()inr \'(DlLrr( !) \cl up clr( nrir'el-tank tcrnrinrl irr

l)rlrin, l-ix()ning l'ft,vin(r' $19.5 0rili()n. (S K,)rcJ rJ',.
.lxt)ro,Jl" -l'R(l:1r", ). l.,l 95

Power Crenerolion Equipmenl

CHINA'S IMPORTS

Consorlium led by Siemens AG (Germony) qnd Mihui Bob(ock
Energy, q ioinl venture bctween Bqbcock lntemotionol (UK), ond
Mitrui Engineering ond Shipbuilding Co. Lld. (Jopon)

l\ r(l(d ( ( )nlr-:rct t, ) Inril(l r -0oI1\' rr )ul'lircrl p,,str stlturn
liir llu.rn(n1.1 l)r)\\(f lnl(mrlr()rrirl in lir,,lr(,u. lirl.rn l'r,)\rr!r.
I t0r) rnilli(nr I (.X)

Weir Group PtC (UK
rJ(/ill st'll nuclcer r.rluiprnent t() the Qingshan l)o\\,rr stati{)n ncrr
Shanghai. $31 ririllir)n. l/9().

Asion Dareloprnenl Bonk
Olllrcd Sl7(l nrilli()n l()an and $3(IJ,000 technical ;rssistance
grint lhr fuiilln lllixnhu:rta,r H)d(]B)u'cr pn)ie(t k) provide
({r,IlU ,!l:r(l(Lti,'nJl [y\\(r B(ncnlin8 (Jp]ciq J \tJr
$170..t rr)illi(m. 12/95.
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Aurmeh (Auskolio)/Chino Nolionol Non-Ferrous Mebls lmpo*'
Export Corp.

li't.rlth'htrl .ol)l)tr \rllching t()rnt !('rltLlr( Si5 ,rrilI(nr I ()(r

Reflech ln<. (USl, Arnericon Troding Services lnc. (USl/Beiiing
Minmeiols & Chino Nwleor lndustry lrtogneticql Moteriol Co.,
trd.

lisrJl)lrsh((l j()lrl lr.!rtur( tl Il(iirnlt 1,,l)ri{hr(( r:ll1 (.rflh
nlilllr)(1\ \lll)lnilll(,ll (l \;5r', 1'R( lSr',1 1 i)(,

OTHER

tedercl Express Corp. (USl

\\i)n ()prrulin8 li(enre lnrm (i.l{(i lirr e t's (lhin:r cirgo r{)ule

2 tXt

tbniin Shipping Co. (USl

Will lrcgin clircrr calls h Shrnghxi as prn ()f ils Chini A rcncir
Exp('ss scn'ic(. 2,'(Xr.

Aion Developmenr Eonk
\I'ill ofler Iun li:r ljengcheng Pon pR)ieLt in (;uxn&xi I)n)vincc
$52 milli(nr. 1/96.

Asion Dwelopment Bonk
Otlcrcd $6.1 nrilli()n k)xo xncl S.r90,(XI) tcchnicirl rssislxncc
gr.rnr lirr the Scconrl Yxntxi Pon p()ical in Shirnd()ng l'rovina(
S6J.i nrillir)n. l2195.

OTHER

World Eonk
Will ofler ban for Henan Themral Pos'cr pr()jecl. $.1,i0 millbn.
2,/96.

Asion Dcrloprmnt Bonk
Will ()fIer te(hnical xssi.itan(c granl to the Ministry ()f Electric
l)owcr to help devel()p grlicy, regulatory, xnd instilutional
franrework to anract foreilln inre:itmcnt in fxrwcr suhsetlor.
$751.(n0. l./$.



INVESTMENTS IN CHINA
Ek Chor lnvestment Co., ttd., o subsidiory of Ek Chor Chino
I'lotorcycle Co., ttd. (Hong Kong)

\\ ill |)rrrih.rsc l5 ,rlrrrlrrl(nl urril' iuxl arr I).rrk..rl Sll.rnglr.ti
lr()nunr (;i[Li(r] 5Jl"i rIlilliinr I 9()

Telecommunicotions

CHINA'S IMPORTS

Ar&r (usl
Awardt'cl contract l)y Nll/l t() suppl)'SDll l..rnsn)issi(rr
cquipment lirr opttll'teblc tnrnk rl{)nri thc ltijinS-K()$ kx)n
ruilwry. $16 nrillk)n. 21()6.

Comstrcom, o Spor Co., o division d Spor Acro+oce [rd.
lCqnodo)

.\\\:lftlcd ((,nlr.(l lr\ 'lrl)tl Aol()rnnrx)Lts ltrSl(,n l'li-I
,\(lnrioislr.rli(n1 to pr(xiclt':rrr inl('rnill (lrrrrnllrni(r(iorl nttrrrirk
ii ii rnrll(nr. I 9(,

Comskeom, o Spor Co,, o divirion of Spor AeroSpoce [td.
(Cqnodo)

.\\\]rl(\l ((n'rlr.(l l\ ( llrn:r \.ni(,nirl l)(1!(,ltrurt ( {)rl) lin
s,rl(llilr.r)r))rrrtrni(:rli(,rls s\\l(ri1 l() Illt r'('rlx)l( (,i] ll(l(l\ ilr
I lrrn.r r-i I rnrll1(,n lix,

Akocl Alsthom Compognie Gi6n6role d'Elrlricit6 (Fronce)/l.lA
(Shonghqi)

I:sr.rlrlrslrtrl Irirl \(nlIR in sl).rn]tlr.rr ro PrrxlrLc lilxr r)Ptl(
(.rlJl( \i{,rrillr,n (lrr.llnrii -PR(l l;',r 1(n)

llvl Ericsson (Sweden)
uill stll lrrrltln rcllol.rr r('ltlrhont sr.ltln l()(;orng\r I'|l(l
A(lnlirristnrl i( m Sil)rDillirln I1)()

Oy i.tokio ABlllokio Group (Finhnd)
\\ ill sr,ll I)\lttt) \\\ il(hinB :iv\ltnr\ lr ) lltrcc ( ili( \ in Lrngt'ung
.rrr'l n(lr llLiirng lo rrlxlcnrrzt llsctl-lio(' tt lt Plrorrr' nctu orks
5 r.I rrlrlli()rt .l (x)

INVESTMENTS IN CHINA
Motorolo ln(. {USl/Shonghoi Rodio Communicotionr Equipmenl
l{onuhcturing Co.

Iisrrl)lislre(l shunBlrr ll()lr)r()l,r I':rl.liru I'r(,(lLr(1\ (l(, f ,in(
\(rrlur( rn lh(l(,Dg t(, rrr.rnLrl:rr ttrn' lrrgh-:1x et l lL'r P.rgtr'.
Sll Drilli(nr I (lh.

lvl€l Telecommunicotions Corp. (US)

\\i,r1 go\crnrDcnl corrtr:rrt liu settllitr'telt'risrrrr sLrt \itlr rrrort
Illirn l7l)clIunl(ls. :!()82.i rnill(rr. l ")()

NEC Corp. (Joponl/tiiiore Rodio fEcrry lcuongxi)
llsrulrlislrrtl (;uilin \li(l ltirdio (lnnlnuni(irli(rts Il(l t()irtl
\(rnlrr( lr' Irri^llIL rrlr(rii\r,r\r'I.l,lr,,(,'rlllrltlnr.llr''rl\\\\l(rll\
Sr i rrilliorr (.lul).tnr()lI' -Pll(l:(l',,1 I ()(r

Textiles ond Apporel

INVESTMENTS IN CHINA
Originol {Hong Kong}, ioint venture bcnneen Nisshinbo lJoponl
sndChino Dyeing WodG Group (ttong Kongl/Chongzhou
Colton Mill No.3 (Jiongsu)

Est:rhlishcrl i\trngly 'l cxtiles i()inl lenlure in (lh:rngzhou, .tixngsu
Pnrvincc to pr<xltrcr cr{lon lems ln<i cl<xhin8. Sl/i milli{)n.
(H()n8 Kon8r6(Il,i'l'RC:.l(y/o). l/'(X)

Tronsporlotion

CHINA'S IMPORTS

lrtAN Nutfohrreuge AG (Germony)
\\rll stll llA\ lnrs clrirssis t() (lhirrr Nirtl(,r):rl ll(r\) lnr.k (iirl)
SisrDilli(nl lr)()

INVESTMENTS IN CHINA
BASF [ocke & forben, o unil of BASF Group
(Germony)/Shonghoi Coolings Corp.

llsr.rlrli.lr((l ll\\l' Slrirnulrxi I'jiriDl (1).. l.l(l l() l)r()rlu(!
(,I\ \l(i r)rllxrl l(i(nrr.rn\ l,rr', 1'lt(: rlr ) I ()().

I)xint fi )r

Eund Asio Pocilic lAustroliol, o ioint venture between Eund
Corp. (UK), ond Tubemokerr of Austtolio [td.
huitrolio)/Dongfung-Cihoen Auiomobile Co., Ud. (Hubei)

lisl:rhlishcd wuhxn llLrn(lv Fluid svstcnls (1o.. l.ld. j()inl vtntuft
to su1'rplv hr:rke uncl lircl lin( s)r'lcnls l() (lhincsc ltrlo indLrstn'.
(Ausrrirlix:r5,rirl,R(:..15,(,) .l (X)

Doikin Monufocture Co. Ltd. Uoponl/Chongqing Lingfung
Automobile Fitting Monulocture Co. lld. {Si<huon}

I'r.rlrlr.lrLLl t(,1n1 \('nlLrr( rn (.lurrulrlin! to PrrrLhrrt LI.rPlrr',tgrrr

\l r(lr(* \ll,llrllr0rr r.l.rl),rn i'/,. Irl(.t)l ) lL)(l

Delphi Automotive Syscms, o subsidiory ol Generol Motrors
Corp. {US}/Yotoi lnochine ond Elecrric Group {Zheiiongl

tll:rl)lislrr'(l i,)iDl \(nlurc rn Zlr(iirru l)rl,\in(( l(, Prxl(((
,rrrrorrIrIrrr. l,nrkt' trrrrl)lnr(nl\. il0 rlrlli(,rr. l')(,

Delphi Automolive Systems, o subsidiory ol Generol Molo6
Corp. {US)/Hubei Superch< Aulo Ehctri( Moiors Co., l.rd.

l'.t;rlrlirlrtrl llul)Lr l)(ll)lr \ulollri)lr\r'(;('n(rrl{)r (i, l-l(l t(,irrl
\('nrrrr(] Ir \\lllL[]. IILrI\'r l'n)\ll)(r' \ll) rDillr,ll I ()i'

Nippon Koshuho Sreel Co., ttd., Shinrho Corp., both
subsidiqries of Kobe Steel, ttd. Uoponl/NA (Shenyong)

lrr:rlrli.lrLLl i()iol tcnlur( irr 5l)(tr\;rng. l.ix(,rtln{ l11)\io(( l()
Ir|ixlLrrr. .rlLrvs l('r rrr. in IUt,,tnr)ti\r ((nnl)(rr!. t. !() I nrillirnr
i.l.rl).rrr.Ji",,. i'','"PR(l (nt',,1 ) 9(r

Prott & Whitney, o unit of United Te<hnologies Corp.

IUS)/Chengdu Engines Co. (Sichuon), o division of Aviotion
lndustries of Chino

l'.t.rlrli.lr('ri (:lr(,u(hr \L.r) rc( lr Il.rrrulik lLrirrg ( (, Il(l t,)irrl
\ (rtlur(. ll 5r( llLr.ll llr )\ ur( r, tr, Pr<rlLrrt r rirrrnri rr ill .rilL r,rii
(DSirr( l).r11' \llrril rnr rl\il l)l( rs rI')()
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Property iionogernent ond Development

I Nokh AB/l{okio Group (Finlondl
A\\irr(l((l (:lrin:r lhi((nrr ((nrlI:r(l tr) \trpl)lr rl (;s]l ,t!,lrilr
t({pll()nc nct$ork itr Ilt,nln IJr()\'inc( I 9()

Oy Nokio ABlNokio Group (Finlond)
\Iill stll nrtrbile.phonc netuork t() lirii:rn I'.\'l Adnrinislftrlilrn.
SJr)nrillion. I 9r).

OTHER

Bcll Northem Reseorch, o subsidiory o{ Northem Tekom
{Conodol/Zhongshon University {Guongdongl

lrt.rl)li\ll(ll rrn .rih.rncr'tl lt ltr otrrntutrir'.tlions rc'se,rrt lt
Lrlr rIlrton rn (;Ll.Lrlq/lu,Lr Il i)i



New Chino Hong Kong Dwelopment Co. (Hong Kong), NA
IUS)/NA

\\'ill l)oil(l r.a(l)'krr hrgh\\r\ l,r,rr) lliir0\.rng I(,1-('lrJn rn

5i(lrurn l\1\in.r :51 lrilliort. I (xr

Roberr Eosch GmbH lC'ermony)/Huq n lnochinery l,hnt
(Jiongsu)

list;rl)lislx(l lixngsu Ilosrlr IlrrlnLrlu (-o j(nnl \Lnturr l(l
pn uer lti.qlr'prr'sur( g(:rr I)rrll)\ Sl() I nrillx,rl
((;ernr;rrr\':55', l)lt('rSr't ) I t)()

SoqtsSconio AB (Svrcden)/Shondong 8u: Corp.
llst:rlrlislrtLl ioint rcntLr|c'in slr.rn(l,nrr l'fl^rnr'r'to lruikl bLrsts

:.lo rrrillxnr. (sN1rlL.n ill, l'jR(l:;lr' ). I 9()

Audi AG lC'ermony), Volkswqgen AG (C'ermony)/First
AutomoUle Worla (Jilin)

I'lstxl,lisll(rl i(,lol \(nluft l,) 0r'rxlLl(r.r rtr.iorr,rl' tlrc..\trclr
(:hirrr!(lr(rn. Iilin l'r )\ irlc( ((;('nrrirn\rlo'1. J(l',1'll(::()(lrr,)
ll,9i.

OTHER

Silicon Grophics, lnc. {US}/Shonghoi Autonobile lndurtry
Technology Center

listllrlisll!tl Slungllrr -JS l'rJrling (:(rttrr l() llirn \lud(nls (rr 5(il
\ ork,it:rtir xtr I ()().

Miscelloneous

OTHER

Polpla lntmotionol (USl
()p(.DC(l oliirc in Ilcijing () l)r()\ i(le Ir:lnslirti()ir n'^i(r's l'96

l{X) rn

AlG, lnc.
loiiing Economic-Icchnkol Dcnolopncnt Amo
Conchi lnrmofi<nol
Carevol, lrr,
Chim Europc lniarnolinnol lusiner School
China Hoicl
Chino't lalf,fr aad Norl,-lolifr llanffi.
Chim Vcnrurc Advisor
Conrultcc
HongkongSonk
lntcmolionol Slrotcglc Allhnccr
lnrcmorlonol Doclopmcnr Plonncr
lnrrmorionol frudc lxpocilion 1996
Jingguong l{m World
Joo.. Day fcovir & Fo$r.
l(oaeors
taorrtwcc, Airlils
dord Univrnily Pns
Po.lGc Bridgp
Foloc. l{dd
Proicrrionol lnlcroclivr Ofncc 6or Wfudowr
lorno& llotol
Shonglri C.nrr.
IEDA Amcrico

P.J.]
p.l5
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ADVERTISERS IN IHIS I55UE:

CLASSIFIEDS NEW REPORTS AVAITABI.E

POSITIONS WAMED

!-luent \! riflen.'sfx)kcn Chin('s('. BA .Mand:rrin. $ ill gnduatc
lart sclrrxrl 5r9(r. Studied in Slunghui aid [t!'iiing, scek

fx)sn with co./rep office in PllC ()r Jai$'!n. will rclo(atr.
C(mtictr R()l), ltl: .206, 129-1561.

Nt,\ inrn'l l)u:i. Phl) studcnt. Conrputerrres/analvsis,'plan-
ning I'li skills. Sc-ck intn l lrus prrsn Vill rcl(xatc & trilvcl.
Us res. llilingurl. (i)nrrcl: l)avid. VA: ltt).l, rtlg-o.zjl.

CIASSIFIED AD RATES

$ l0r lirrc. fi>Lrr-line mininLrm ($.ro).

J(r chancters pcr linc. inclrrcling all s1.rar'cs lt
nun(1ulli(nr. Sul)mit (nrly lvpc*'ritten acls anrl
sr'nrl srtlt I)llvnl(nl 6 $'c(ks l)(li,rc isr'tr( t,r:

THECHIl{A
BUSIT{ESSREVIEW

Clossi6ed Advertising
'I 

81 8 N Street, NW Suite 200
Woshington, DC 20036, USA

TABOR DEVELOPMENTS IN CHINA

Tha ltttst u'ortl on rhc ncu, sr)cidl {r,cfare ri)stcnl

atul hor, it u,ill affect lahu mobilitt in Chint.
Pricc: $25 tirr CoLrncil rnenrlrcrs,

$75 lirr non-n.rembers

MANAGEMENT TRAINING
IN THE PRC

'X/fut to nain in 1ow Chirw umture ,

and how co get snrrcd.
Price: $ 15 for Council merrbeni,

$50 for non-members

lo order, preose conroct ,h e Publicotions
Itepadment.

rHE U3.GHIilA BUSTIIESS GOU}ICII
l8l8 N Sfeet, l.116/ Suile 200

Woshingron, DC 2003
lel:2o21429-OilO Eox: 202/833-9O27
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vou rc thirrkinS. lrig clcel. I \'( s(]('n /r",/,,,,,,n.n tt/ tth,\ltttt tnntu,nkdtrrl\rtnl

BI
/^ llR rr':trlcrs ,tr! ir pcrtcrsg
I bunLh- lirr sir rntl one-ltlrll
f *",,.,, I \\'R,lr {,ri()r.r,:rni(lc\
V p,.a.. ln)p 'nJnl l,) \'{)ut I\rj,,'
ncsscs-lnd rarcly receiverl lny fced-
lrack So I stil ccl \\,riling l-.rsl l)dge.

\o\tr l gct all kinds ()[ c(nrrmen$. I cvcn
rcceiv( slrilngc (liPPings in lhc nlril.
Thank volr. rcadcrs. lirr nraking nre the
''quccn ()[ l()ilcls lnd l]lvis sightings.
Vhich is rvhl today Iwant t() cliscr.rss

r(xket s(icncc.
1\(y un(lcrst.lndin!{ of this subjcct

c(nllcs [(nll x rn()vie I iusl ilw at H()ng

K()ngs Spilc(i MuseLrm, 1 feu,othcrs I

sarv al tlrc N!ti()n.ll ,{ir xnd Spxce Mu-
seum in Washinglon, lnrl. of toursc,
the bkrkbustcr .4/p/i) l.J. N()$ l kn(,$'

those trxr. Go hack tr: Elvis, where y()u

long." But I vc llot rn irce up my sleeve. Ilc'tause I ve alxr
qilnessed the Chinx Crcat Vall Corp. s highly spectacular

Decembcr 1995 launch of the Ech()Sur C(,mmunicali()ns
Corp. satcllite (yes, thc su(cessful onc).

No doul'lt youve all hcard irlxrut thc traSic cvcnts sur-
()unding the launch that succeeded l:choStarl frrr a qhile I

thought maybt, I shorrldn t $'rite this piecc bccausc of it. Ilut
the fact that ths Fel)rurry lntelsat launch rlls a tirilure
doesn t change thc fact tlut thc ()ne I sal$' was a lreat suc-

ces\. N(,t t(, nrcntion an unft)rgt'lul)le cxpcricnc(.
That I even g(r t() see thc lxunch uas totalll' f<rnuitous,

aod dranks must g() k) nrcmbcr c()mpany L(xkheed lltrnin
Corp. and the hospitable folks at EchoStar. I q:rs chxtting
&'irh thc llong Kong rep of Lockhced Martin whcn hc t()ld

me his conrpany lud l)uilt t$() satcllites that u'oulcl srrln hc

launched in (:hina. I rskcd if he got to gr> q.atch the
launchcs, and hc said ycs.!0i4ten Icxprcsscd qhat *as. lxsi-
c:rJly, icakrusv, he snid he rhought he coulcl get mc invited. A

fcw days liler the invitirtion w s on my dcsk. I was thc e'nrry

()f n1)- C()uncil colleagucs.

cctting t() xi(hang, the ciry in Sichuan ckrsest t<: the launch

site, is no cusy task. First. $e t(xrk r jetlbil from lftmg Kong

to shenzlrcn, E'here Eclx)star had chanered a planc. bccxu$e

intemal flights:rre very Umitcd and probably involve aircr:rli

tlut bekmg in fiuseunrs. Thc hotel in Xichang u'as als<l fttn-
no rtxrm keys, thouSlr l'()u could push in a hunon t() kxk the

d<xrr q'hen vou lcli lour room. The m(nrrent y()u did so.

horvever, rhe fr rilr.l,traa wor,rltl apprar (yes, thc' wonun $'ith

Ilre kcy eas actually lltays thcre) t() unk)ck il. Of course

therc tvas no hcat. bul thc people \4ho d llo*'n in from thc'

states insistcd on b(ing given $pace hcaters, uhich nl)'steri-

ously emerged fnrm a sc(ret supply closrt. ln the n'reantime I,

the China expen. lud llready gone to
lxd u,earing 15 layers.

The launch sitc is nelrly two hours
luav frorn Xth:rng. antl is rca<hqd vi:r

a bumpy road thal passcs througlr Yi
min()rity vilhges and farmland. At the

sile we $,erc greetcd by rcd hanners
wishing grxxl luck on the procccdings.

After l shon tour, \'e s,ere br<rught to
thc vic$'ing platf<rmr. Suddcnly dre r:rs-

ing surrounding thc r()cket slid xe"'ay,

revealing the Long March 2E with
"ECHOS'rAR" painted down its side.
Therc n,as :l rn ssil,c 'ooh from the
crowd, quickly followed by scvcral
''aahs." Around 400 rolls r:f film later.

thc last arm canre ()ut to securc llte
(rket in placc [<>r lhc launch. F]xcite-

ment mounting, wc wenl back k) our
buses to drive to the conrol center-

ksr you are fceling a little envioLrs xt this point. let me tcll

)rru th:rt this qas rl:,r) l(,tilly crnl. Ve got to sit in a vicwing
rcxrm alxrve miision control. The room lcpked like those
you've seen in rll the N,q.SA clips and space movies, exccpt
(vcrything w'as in Chinesc-and the technicians were all
\\earing white surSical-like iackcts rnd hats.

A fcn minutcs lxforc rhe launch. we all went up onlo drc

r(E[. Fr()m that dislan(c and vantar.e' fx)int, y()u couldnl see

thc actuxl lifl'(rff-whal y()u sa$' \as i rosy oilngc glo\r'
lighring up rhe whole valley. Itut lrf<rre you saw an!,thin8,

you heard it-a lou,. thunder-like nrmhling. Then the gbw,
then r roar and rhen a light flying ovcr your hsJd. The nxkct
ducked behind a ckrud then rerppearetl bcfore disapp<'aring

fionl sight f<rr grxxl. Evcnlxxll' .heered. Some people cried.

After the launch. $'e all pilecl inlo our lssigned buses k)
go back to the hotcl in Xichang f<rr r celebratory banquet.
'lhcrc'rvcre l<rs of s1x'eches. ample g4l lrciing, and r sigh

of relief rlren the c()ntrol center relal'ed that thc sxlellite
urs in perli,ct p()sition. At that p()int the financial typcs
macle bets.rs l() how high EchoStlr strrk n'ould riscr the

tcchics revefle(l to star Trek-type techn()-l)al)l)lei xnd the
(;re.lt Wrll pcople th.tnk plutn $inc oul of it harrel $,ilh six-

[<nt long lxnrtxxr "strarr's. '

Iln sure drc aro]()sphcre in Xichang rhese days is a littlc
differcnt. It pains n]c to think alx) what has happened to
lhc fxcility and sur(runding villages, and the accusations of r
c()ver-up are disrurbing. t() say tlrc lc'.rst. Im no r(rket scien-

tist. and I don't know qlut ivent !n r()ng in Fcbruary. I}Jt lel

n'rc tcll you, whcn r launch goc,s right. it s u sight k) Ixhold.

-Pdmcla 
llaldifig.Y

ost off

Pqmela Radir\ld is direcbr of thc Cototcil's Hong Ko B olJice

62

TAST PAGE

The Chino Business Review . Moy-June I 996



"CHINA"-THn Cnxrnr 0p GunxczHou

-

CHINA HO'l'El-: RIGHT OPPOSITE 'rHE GUANGZHOU TRADE FAIR CENTRE . l0 MINUTES
FROM'IHE RAIL\UAY STATION . 20 MINU-TES FROM THE AIRPORT .]'HE MOST CONVENIENT
AND BL]ST BUSINESS ADDRESS IN GUANCT-HOU

ffrrrft
CHINA HOTEL

(o NEW U/OIILD HOITLS INIIRNAIIONAL
CHINA HOTEL t-iu Hua Lrr. Cu,rngzhorr 510015, (lhina. ltl: (116-10) 666 688u F:Ix: (86 1o)667 7014 lelcx: 44888(:HLCZCN
Reservrrions - Rcnaissanr:c: USA I Il00 HO.I ELS L Urcll: USA I 800 44 UTliLI..

HONC KONC. MACAU. BEIJING. CUANGZHOU . HANCZIIOU. HARBIN. SIIANGHAJ. SHENYANG. )OAN. HO CHI MINH CITY
MANII.A. YAN@N. KUATA LUMPUR Mid 1996 ' BANGKOK I9'E ' DALIAN I99E

A Mcn:bcr of Rcnrissance Horels lntcrnational
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We'l I get you there

up to 7 hours faster

the next ti me

yo u're globe-trotting

Pb'LdPbi

S aYe up

aeiiinr

to Beiiing.

Itciiin!{ mxv l)(,or'r tlrc othcr sicle of the e,urth, lrut no\\' l]orthucst Airlincs l)rinr{s it horrrs ckrsrr

Sllrtinli \lil\ lst. ()ur nc\\ lllri(('-\\uckl\. n()nsl()p servi(( lhc lir:'l cvcr li)r:r ['.S. uirlinc-ctrts rrl) l()

scr'c.n lrorrrs oll trrr.rr totrrl truvcl tinrc liorn cesttrn, srrutheeslcrn;rn(l rni(l\\( sl cilics. All (nr r()d('rn

-.rl' (x).s in thr. sJ'rrr't. llnrl (r nr)f( )rt (rf ( )ur Vi )rl(l Urrsincss ( lhssl'' Vrc'l l eve n .dd I O, OO O U/o rl d Pe rks"

bonus mlles roundtrip (iu.t call l-800-508-2000 to enroll in the promotion).

Wlrttltl lxrr.rnrl li,r ltcijinF or rtnvt hr're in Asiir. N'llt'n x)tr llv

N(n'lhw(,\t. il r(lll\ is r rn):rll(r \\(nkl. (lll \1nrr trr\11xg('rn. rir'il 1h('

(lit\' fi(kcl rrllrrt. <rr r':rll \()1h\\c\t r\irlin(\ t l-8OO-447-4747

H\r,
b qdt b. 6d6 Mr.l \ vb.rdfv6 Fdnh..! rln drd! n Frrrids b.6d tr&i@ Io 6yorl oll I 8O0 508 2000 'Ihc Darcn BqnB 8on6 (10000 m'E! e!.dnp 5 000 mirs se way) 6
mhble ro WondP.r* nEmbe6 Gedn8 

'n 
$. 50 L]s and C&!. tB{rig o NodR6r riert 87 d88b(l*6 OTwd Bl! J! ld, baF fiRr rd Bl56. F!^rE d Frn CLr! \ b.id

&!,B O.$ d tn Cdh Cla$ (Y boo*rrS ct $) r.r€i n nbrrtn*n lighs 6p.an8 kt*6 tlr6 od 7/15,96 F.iE .i@ up ro i@r s.rr an.r |drr ra*r 6 (mpl.. for BonG M'Lr ro b.
.Ed r.n ro Fu wo.rdft*5.<@m 8on6 Mlb3 wr.pr., o inr Mr.aBe !l1wr h-blEh.d ii.E <h.d.a...ft(l o Frgr L r k' oE *d o,l!4., ll.l? -d E b.rd d on'
bdrd.Erbo ,.11186 SdEdrht & br.d d .6rmns f,w tE OffKolA,id Guda @1996 No.lilld Arlna |ft. NorltMt ErrLi Mr 5m0 pa6 ot ld & umlam.d d16 O
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