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BRAIN DRAIN AND BRAIN GAIN

Ten years ago the first wave of
Chinese students and scholars ar-
rived in the United States to undergo
training crucial for China's economic
development and modernization.
Some of them have remained in
America, but most have gone home
armed with new skills—which China
must learn to utilize and appreciate.

According to the State Depart-
ment, about 40 percent of the
Chinese students in the United States
are privately funded, ofien by for-
eign relatives, and receive F-1 visas.
The others are at least partially
sponsored by the Chinese govern-
ment or by their work units and
receive J-1 visas. A new study by the
Committee on Scholarly Communi-
cations with the People’s Republic of
China (CSCPRC) reports that in the
past decade, US funding for J-1 visa
holders had climbed significantly,
primarily because Chinese students
are seen as a valuable resource with
which to supplement serious short-
ages of American students in certain
graduate sciences.

The CSCPRC report estimates that
around 8,000 Chinese students have
stayed in the United States both
legally and illegally after completing
their courses of study. The most
significant factors contributing to
their decision to stay seems to be fear
that their skills will not be fully
utilized in China, and that they will
not be able to maintain an adequate
standard of living there.

Chinese authorities have recently
taken measures to confront these
fears. For example, responsibility for
selecting most foreign study candi-
dates has been shifted from the State
Education Commission to the work
units, which should result in students
pursuing studies overseas that relate
directly to their unit’s needs. Many
work units are also using contracts
that stipulate the responsibilities of
both student and unit. Government
officials have also pledged to try and
improve job placement and living

TRENDS & ISSUES

standards of intellectuals, many of
whom believe that China’s growing
prosperity has passed them by.
Whether or not these measures can
be implemented effectively enough
to ensure the timely return of Chi-
nese students abroad remains to be
seen, but the “‘brain drain”problem
should not be overemphasized. It is
inevitable that some students will not
come home, but China can make the
most of its human resources by
spotlighting those who do return, not
those who don’'t. —PB

PAWNING OFF LOAN SERVICES

The average Chinese traveler may
not leave home with an American
Express card, but he can now find
emergency funds elsewhere. Since
December 1987, pawnshops have
served as a source of instant cash for
a variety of needs. Ding Dehua, for
example, was traveling in Xiamen
when he lost all of his money. At the
Wenan Pawnshop, he pawned his
driver’s license for the 30-odd dollars
he needed for a train ticket home to
Beijing. And a Wenzhou woman
pawned her home property deeds in
return for instant cash to buy a plane
ticket to visit overseas relatives when
a wire transfer didn't arrive on time.

Pawnshops have been permitted to
reemerge not only to provide quick
cash to travelers in desperate straits.
While in 1952 pawnshops were
banned in China in an effort to
eradicate usury, exploitation, and
other capitalist tendencies, they are
described today as natural extensions
of emerging commodity markets and
welcome experiments In economic
reform—for the simple reason that
they fulfill a financial need.

Chinese banks have strict lending
guidelines that eliminate virtually all
but State-owned enterprises from the
list of eligible loan recipients, and the
growing numbers of private busi-
nesses find it extremely difficult to
get capital. By supplying credit to
these customers, pawnshops fill a gap
in the financial services network.

At the Wenan pawnshop in Xiamen
90 percent of all transactions are
conducted with manufacturing en-
terprises and small businesses, and
most of the roughly two dozen shops
scattered from Heilongjiang to
Guangxi provinces have similar lend-
ing patterns. For instance, a busi-
nessman in Chengdu pawned his car
for over $3,000 to start up a new
venture; a Wenzhou engineering
company exchanged the deed to its
building for a $32,500 loan to buy
stainless steel plate; and a self-
employed businessman in Chengdu
pawned his color television for $250
to buy goods from Guangzhou.

While most Chinese banks charge
an annual interest rate of 6 percent,
pawnshops charge monthly interest
rates ranging from 2 to 8 percent,
with .5 to 3 percent added for
storage and handling. The shops
accept a variety of items, including
refrigerators and televisions, indus-
trial equipment, gold and silver, and
antiques. The value of the items must
exceed $27, and pledgers receive a
loan for 50 to 80 percent of the value
of the item. Any item that is not
redeemed by the deadline—one to
six months depending on value—is
auctioned off or sold to the State.

Chengdu’s Zhao Kegiang, China’s
pioneer pawnshop owner, pointed
out that pawnshop rates are much
lower than those available from
private money lenders. And some of
China's banks have found pawnshop
rates irresistible. In May, a consor-
tium of seven banks formed a joint
venture pawnshop in Fuzhou, and
the example was quickly followed by
two urban credit cooperatives. It
seems that simply meeting its own
demands is causing China's banking
sector to diversify in spite of itself.

—AED

GREEN FORTRESS UNDER SEIGE
The Daxing’anling forest fire in
Heilongjiang Province in May 1987
served as a dramatic signal to the
outside world that China's ‘‘green
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fortress”—the Chinese term for the
country’s forests—is under seige.
The demands of a growing industrial
base have led to official overcutting
and to a massive black market in
timber fueled by illegal felling. Tim-
ber reserves all over China are
shrinking dramatically. Nearly 400
million cubic meters of roundwood
are harvested every year, but natural
growth replaces only 300 million
cubic  meters. Officials in
Heilongjiang, the top timber-pro-
ducing area, predict that if cutting
continues at the present pace, there
will be no mature trees left in the
province within five years.

As a result of the timber shortage,
harvesting permits are required for
any tree felled. But the unceasing
demand for wood has encouraged
tree poachers, who sell illegally
logged trees on the black market. In
Jiangxi Province, for example, more
than 230,000 trees were illegally
felled in the first six months of 1988,
leading to the arrest of 134 people
and the fining of 580. In August
officials in Sichuan Province were
warned to stop assisting tree thieves,
who had perpetrated over 3,000
cases of illegal felling since January.

This led the Ministry of Forestry
(MFOR) and the Ministry of Public
Security to announce in August that
immediate action would be taken
against people involved in the illegal
felling of trees. However, the MFOR
needs greater resources and the
cooperation of local ofhcials to
effectively put a stop to the plunder-
ing.

The State Planning Commission
and the MFOR also announced in
August official restrictions on wood
use in seven industrial subsectors.
Industrial consumers are encour-
aged to instead use iron, steel,
plastics, or other combustible fuels,
and the Ministry of Finance will
reportedly offer tax breaks to those
who find effective substitutes.

Chinese planners predict that an-
nual timber imports could run as
high as 39 million cubic meters by
2000, which would cost nearly $4
billion at today’s market prices. The
long-term environmental costs may
also run high, for in addition to
providing fuel and supporting indus-
trial development, China’s forests
are also the front line of defense
against farmland erosion. So far,
however, the tree shelters established
along desert perimeters and river-

banks have been unable to prevent an
annual soil loss estimated at 4.3
billion tonnes. While importing tim-
ber can partially meet industrial
needs, China’s green fortress needs
heavy reinforcements to fulfill its
role as defender of the soil. —AED

I'LL TAKE TWO CHEFS TO GO

As Western food makes inroads
into Chinese mouths (see p. 28), new
varieties of Chinese food are becom-
ing available abroad. Many of China’s
culinary experts are venturing over-
seas to tantalize foreign palates with
samples of regional specialties—and
earning rave reviews.

Cantonese food—including lightly
seasoned chow mein, egg rolls, and
fried rice—is what most Westerners
consider typically Chinese. The chefs
that China is sending abroad today
are purveying more sophisticated
fare—the complex spiciness of
Sichuan, the well-seasoned seafood
of Shandong, and classic banquet
specialties from Beijing.

The first chefs arrived in the
United States in 1985, when a New
Jersey restaurateur imported 10
chefs from her husband’s home
province of Sichuan to impart some
fiery flavor into her standard fare.
The woman's sister, a rival restaurant
owner, quickly imported six Beijing
chefs to prepare such traditional
dishes as dragon’s beard noodles and
authentic Peking duck. And Boston’s
Legal Sea Foods restaurants brought
over two Shandong specialists for an
eight-week tour last February whose
dishes proved so popular that they
stayed on the menu when the chefs
returned home.

Sichuan food is particularly popu-
lar overseas, according to Chen
Kehao, general manager of the China
Sichuan Corporation for Interna-
tional Techno-Economic Coopera-
tion in Chengdu. His company sup-
plies Sichuan chefs to restaurants in
over 20 countries from Ireland to
Peru. Demand, he says, is increasing
all the time.

Tianjin officials, who have sent
over 160 chefs abroad on culinary
tours, say they are most welcome in
Japan, where they successfully com-
bine local foods with Tianjin flavors.
The Shandong chefs at Legal Sea
Foods were similarly inventive, incor-
porating unfamiliar salmon and spiny
lobster into mouth-watering dishes.
Still authentic?

Does it matter? —SER
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orty years ago China's
revolutionary leaders
closed down all golf

courses in China in their
drive to rid the country of its
bourgeois elements. What better way
to make the foreign devils unwel-
come than to ban their favorite
sport?

Since China’s first post-revolution-
ary golf course opened in 1985,
however, golf has reached a new—
and very high—level of respectabil-
ity. In the forefront of the fad is
Communist Party Secretary Zhao
Ziyang, who reportedly tees up twice
a week and even serves as honorary
chairman of the China Golf Associa-
tion. Internationally renowned play-
ers, course designers, and equipment
manufacturers are also exploring
China’s golf potential. While golf is
probably not destined to become a
sport of the masses, it should hook
foreign tourists—and their foreign
exchange.

The return of putting greens,
fairways, and hazards to China can in
some ways be credited to Arnold
Palmer, who designed the Zhongshan
Hot Springs Golf Course in 1985,
Located about three hours by car
from Guangzhou, the rolling 18-hole
course is set against a dramatic
mountain backdrop. Course facilities
include a health club, restaurant, and
bungalow apartments.

Professional Golf Association
(PGA) Secretary Dick Smith, who
toured China's golf courses in 1987,
had high praise for the Zhongshan
course, noting that it has the greatest
potential to support championship-
level play in China. Zhongshan has
hosted the China Men’s Open for the
past three years and would be a likely
future site for a major international
tournament.

The course is open to both mem-

bers and nonmembers. Individual
18-hole member greens fees cost
6

Photo courtesy of Xinhua News Agency
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Teeing Up for Tourists

Carol S. Goldsmith

Once the bourgeois sport of foreign devils,
golf has reached a new level of respectability
in China. Communist Party Secretary Zhao
Ziyang tees up twice a week in Beijing and
serves as honorary chairman of the China
Golf Association.

around $20 and all-day greens fees
run about $25, with nonmember fees
costing about $25 and $32, respec-
tively.

Inspired by the success of
Zhongshan, Chinese and foreign de-
velopers have opened or planned
courses around all major business
and tourist centers, including
Beijing, Tianjin, Shanghai,
Hangzhou, Guangzhou, and Zhuhai
and Shenzhen Special Economic
Zones. Some of these courses are
being designed by golf architects

Carol S. Goldsmith led the PGA on an
inspection trip of China’s golf courses in
1987, Formerly with InterPacific Travel
Management Group, she recently became
director of marketing and sales for the
Portman at Shanghai Centre, a multi-
use hotel and business complex scheduled
to open next fall.

from the United States, Japan, and
Europe. Noted American golf archi-
tect Robert Trent Jones, Jr., for
example, was spotted sizing up pros-
pects for a nine-hole course along the
coast of Hainan Province. Jones
recently announced plans to design
Shanghai’s first 18-hole champion-
ship course, which is expected to
open in 1990.

China’s potential as a golf frontier
has aroused the interest of Japanese
investors and players, who must
often wait years to join exclusive
clubs with exhorbitant membership
fees in their own country. A Japanese
group owns and operates the Beijing
International Golf Club, a straight-
forward 18-hole course northeast of
Beijing—nicknamed the *‘Ming
Tombs Course™ due to its location.
Smith noted that the course was
designed for rapid, as opposed to
difficult play, and that overnight
guests may be accommodated in the
comfortable clubhouse. A round of
golf at the Ming Tombs Course costs
about $73, including caddie, chang-
ing room, clothing, and equipment
fees.

Japanese investors have also linked
up with the Chinese government to
build the Beijing Golf Club, a $10
million complex northeast of Beijing
that is home to China’s national golf
team. Designed by Americans Brad-
ford Benz and J. Michael Poellot, the
club includes two 18-hole champion-
ship courses and a driving range. The
course will be the site of the first
exhibition golf match ever held at the
Asian Games, which Beijing will host
in 1990.

Beijing has several other golf
options in addition to its standard 18-
hole courses. There's the Chaoyang
Golf Club, a nine-hole course located
about 1 kilometer from the Great
Wall Sheraton Hotel. And the Shera-
ton’s East Garden even offers an 18-
hole miniature golf course.
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Foreign golf equipment manufac-
turers are also looking at possibilities
in China. While sizable domestic sales
of clubs, carts, tees, balls, and
clothing are a long way off, China
offers excellent potential for manu-
facturing equipment, and a number
of foreign companies are already
doing so. Arnold Palmer, for exam-
ple, has scouted southern China for
opportunities to establish a joint
venture to manufacture his signature
line of golf bags, clothes, and other
items.

Chinese courses are not yet of a
standard to merit a spot on the PGA
tournament circuit, but with players
and promoters searching for ever
more challenging and exciting
courses—and China ever eager to
promote tourism—it's only a matter
of time. Last summer, in fact, Zhao
Ziyang and Foreign Trade Minister
Zheng Tuobin teed up with American
pro Larry Nelson and 60 other
players at Beijing’s first international
golf tournament. While golfers in
China are now driving for show, in
the future they’ll also be putting for
dough.
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APEEEE P

Doing Business In China

Globalink Language Services
A National Leader in Translations

One of the most important steps you can take is to ensure that your
company’'s message is understood completely by your Chinese
business partners. And you should have an accurate understanding of
their written material.

So that your Chinese associates fully understand your company,
provide them with translated versions of your literature, correspon-
dence, proposals and marketing material. Then you'll be sure they get
the message.

¢ Complete translation services

¢ Quality assured

¢ Quick turnaround

* Professional in-house typesetting

Globalink Language Services
(703)-359-6270 - (800)-777-6620
9990 Lee Highway, Fairfax, VA 22030

The Foundation for
American-Chinese Cultural Exchanges
announces two 1989 summer programs in

CHINESE TRADE AND LAW

I. Shanghai, June 12-21

e On site American resident director’s team.

e Study of current economic policy, rules and regulations
and business practices governing Chinese foreign trade.

e Firsthand examination of significant problems and
opportunities presented by the China market.
® Course work includes lectures and discussions by

Chinese government officials, academics, and business
executives.

® Meetings with foreign businessmen.

® Relevant language training available.

< II. Seminar of Economics & Trade, Beijing
e July 24-August 4 in China’s capiral.
e Seminar structure similar to above Shanghai model.

e Content stresses NE China's present situation.
e Field trips to major cities in the NE provinces.
Chinese language training helpful, but not required
Some fnancial aid available

For further information conract:

FACCE
475 Riverside Dr., Suite 245, New York, NY 10115
(212) 870-2525
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Bilateral Investment Treaties: Rethinking the US Approach

he signing of the Sino-
Japanese Bilateral Invest-
ment Treaty (BIT) in Au-
gust, together with the ac-
tivation of the Sino-Australian BIT
in July, leaves the United States and
Canada as the only major industri-
alized countries that have not con-
cluded BITs with China. Japan’s
success in obtaining provisions that
have posed major obstacles to the US
negotiations should prompt the US
business community to take another
look at what it stands to gain from
concluding a BIT, and how it might
amend its negotiating strategy in
order to gain these concessions.
Because the US government has
not concluded a BIT with China,

American companies run the risk of

being discriminated against in terms
of investing in certain
industries as well as in other activities
such as sourcing raw materials. And
in the worst case scenario of expro-
priation, which would probably oc-
cur only in the unlikely event of a
serious deterioration of political rela-
tions, US investors would have no
legal claim to compensation. The US
business community must consider
whether it is prepared to accept this
anomaly, given the obvious protec-
tion enjoyed by European, Austra-
lian, and now Japanese investors.

An investment protection vehicle

The concept of a bilateral invest-
ment treaty gained US favor in the
1980s in response to the collective
assertion of national will by develop-
ing countries in the 1970s, which was
sometimes manifest in expropriation
or nationalization of foreign inves-
tors’ assets—as in Libya, for exam-
ple.

US negotiators concluded 10 BITs
between 1982 and 1986 (although
none of them has yet been ratified by
the Senate and those with Panama
and Haiti have been withdrawn).

types of

Laurence W. Bates

BITs soon came to be considered
legitimate vehicles for promoting and
protecting foreign investment in
developing countries. These treaties
can supplement and create laws
governing the treatment of foreign
investments in countries with still-
emerging legal systems, such as
China, while on a political level, a
BIT may symbolize that a bilateral
relationship is on solid ground.

Most Sino—foreign BITs consist of
a few articles covering five broad
subject areas: scope of coverage, type
of treatment, standard of compensa-
tion in case of expropriation, trans-
fers of foreign exchange, and settle-
ment of disputes. Existing Chinese
law does not yet cover all of these
areas specifically and comprehen-
sively, and BIT provisions can hll
those gaps.

Breakthroughs in the fapanese
BIT

The detailed listing in the Sino—
Japanese BIT of the types of business
activities that cannot be subjected to
discriminatory treatment, as well as
an extensive list of prohibited dis-
criminatory measures such as restric-
tions on purchases of raw materials,
marks the first time that Chinese law
has addressed the question of appro-
priate protection for specific activi-
ties. The Agreed Minutes section lists
the assets of foreign representative
offices as protected investments—
another step forward. Under current
Chinese law as developed under the
previous BITs, such assets might not
automatically be considered pro-
tected investments even for countries
that have a BIT with China.

The treaty also extends protection
to all investments made “‘not in

Laurence W. Bates is an associate
resident in the Beijing office of the
international law firm Paul, Weiss,
Rifkind, Wharton & Garrison.

violation of”” Chinese law as it existed
at the time of the investment, which
in a developing legal system like
China’s may mean a broad scope of
protection, since many investments
were made in the early 1980s when
the law governing them was rudimen-
tary at best. This may protect Japa-
nese investments in cooperative joint
ventures established in the early
1980s. Such investments had no firm
legal standing in China until this year.

The treaty also provides—for the
first time in a BIT—for the establish-
ment of a joint committee composed
of representatives of the two govern-
ments, which is required to meet
alternately in Beijing and Tokyo to
review legal developments in the two
countries and to make recommenda-
tions to the two governments per-
taining to the implementation of the

Japanese BIT and foreign investment

legislation generally.

The most significant breakthrough
of the Japanese BIT is the standard
of treatment to be accorded to
protected investments. Until now, a
foreign investor whose government
had concluded a BIT could argue
only that his protected business
activities should not be subjected to
discrimination vis-a-vis investors
from other countries with BITs (that
is, most favored nation treatment),
and the Chinese have had the legal
right to insist that activities of
Chinese State enterprises should be
given greater protection (that is, no
national treatment). Now, for the
first time, China has acknowledged
that a foreign investor of a country
with a BIT will enjoy nondiscrimina-
tory treatment vis-a-vis Chinese com-
panies—and even better treatment
should other foreign investors re-
ceive better treatment.

Japan’s successful inclusion of
these provisions should encourage
the US business community that the
sticking points in US BIT negotia-
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tions with China can be resolved

favorably.

Redirecting US negotiations

In 1983, an interagency US negoti-
ating team put forth a draft proposal
for a Sino-US BIT. After several
sessions, the talks reportedly broke
down and have not yet been resched-
uled.

Some of the issues that have
reportedly hindered the US negotia-
tions have apparently been elimi-
nated with the conclusion of the
Japanese BI'T. In the area of treat-
ment of established investment, for
example, the United States has long
insisted that more favorable of na-
tional treatment or most favored
nation treatment apply, and that a
treaty include a list of prohibited

discriminatory  measures—both  of

which are found in the Japanese BIT.

Outstanding US concerns not an-
swered by the Japanese BI'T include a
minimum standard of protection no
less than that required by interna-
tional law, a preservation ol rights

clause, the right to prompt review of

expropriation claims, guaranteed
convertibility of certain enumerated
types of payments (such as invest-
ment returns), and mandatory sub-
mission of all disputes (including
government—investor disputes) to ar-
bitration.

The US side should direct its
negotiating strategy, as the Japanese
apparently did, to substantive legal
and business issues that improve

China's overall legal protection of

foreign investment. The demand for
the international law standard, for
example, might without detrimental

effect be abandoned, since the Chi-
nese are unlikely to recognize princi-
ples embodied only in customary
international law. Similarly, the US
should not assume unrealistically that
a BIT will paramount
problem of obtaining convertible
foreign exchange to repatriate
remninbi profits.

However, insistence by US negoti-
ators on a prompt review of expro-
priation claims, together with an
explicit recognition of going-concern
value in assessing these claims and
mandatory submission of govern-
ment—investor disputes to arbitrators
might eventually result in a treaty for
US investors that not only would
provide long-overdue protection,
but also would represent a further
fleshing out of Chinese law on
protection of foreign investment,

solve the

he United States and China
are not close to agreeing on
a bilateral investment treaty
(BIT) after over five years
of negotiations. Rising US invest-
ment levels suggest that the lack of a
BIT has not deterred American
companies [rom seeking out oppor-
tunities in China. There are a num-
ber of reasons why concluding a BIT
with China would not substantially
help American investors and could
even damage bilateral relations.

A BIT is one mechanism that
protects foreign investment. Laws,
regulations, precedents, including
those set by other countries’” BITs,
and contract terms are other sources
of protection. A foreign joint venture
in China will get “national treat-
ment’—or as close as China is
prepared to come to that—and equal
access to electricity and raw materials
under existing Chinese laws and
regulations, particularly the 22 Arti-
cles of October 1986. It is doubtful
that the fuzzy language of the Sino-
Japanese agreement, with its excep-
tions for “‘public order” and the
“sound development of the econ-
omy,” ofters any substantially new
protection to the existing body of
laws and precedents China offers to
all foreign investors. If there are any
new protections that might result
from the agreement, it is also doubt-
ful that China would limit their

Do We Really Need a BIT?

Roger W. Sullivan

application to Japanese companies or
to those from other BIT signaton
countries. To do so would run

counter to China’s policy goal of

attracting
American—investment.

Every company would like assured
protection against the worst eventu-
ality—expropriation or nationaliza-
tion of foreign assets. But no one
really believes that a government to
government agreement can guaran-
tee such protection. Most companies
reason that Chinese policy and na-
tional interests render the possibility
of expropriation remote. Were policy
to change so drastically that expro-
priation became a concern, few
believe that a bilateral agreement
would offer much protection.

Significant obstacles stand in the
way of concluding a US-China BIT
agreement. US negotiators are un-
willing to compromise the BI'T model
they first put forth when negotiations
began in 1983 —which contains more
specific and demanding terms than
those in the Sino-Japanese BIT—for
fear of setting precedents for yield-
ing concessions that other countries
might seek for themselves. The com-
plexities of China's economic system
and Beijing's tendency in govern-
ment to government negotiations to

foreign—particularly

Roger W Sullivan is president of the
US-China Business Council.
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China make it unlikely that the two
sides will reach common ground.

Finally, even if negotiators agree
on language, it might prove impossi-
ble to get a treaty through the Senate
without having it saddled with unre-
lated riders on human rights, missile
sales, or other political 1ssues of the
day. Such an amended agreement
would almost certainly be unaccept-
able to China. So instead of a treaty
protecting US investments, we would
end up with a failure that would
become an lln[l(‘(‘(',‘iﬁill"\' il'l'i[éll][ 1o
US—China relations and might trig-
ger the kind of discrimination the
agreement sought to preclude.

If a main purpose of a BIT is
simply to clarify what protection
China will offer foreign investment at
this stage in its economic and politi-
cal development and to “‘symbolize a
bilateral relationship on solid
ground,” why not bury the idea of an
unnegotiable treaty and instead draft
a simple memorandum of under-
standing between the United States
and China that summarizes the pro-
tections China is prepared to grant
and assures that most-favored nation
treatment would apply to US busi-
Such an agreement would
reassure business, preserve the BIT
model, and avoid the pitfalls and
perils of an aborted attempt at
Senate ratification.

Nnesses.



Taiwan traders and investors are moving cautiously toward the
mainland—and being greeted with open arms

Reaching Across the Water

aiwan's 40-year-old “"Three

No'" policy toward the

mainland regime—no

negotation, no compro-
mise, no contact—is undergoing a
dramatic, if unofficial, transition.
While Taiwan’s leaders maintain their
traditionally militant stance against
the communist leadership in Beijing,
the Taiwan business community is
reaching across the Taiwan Strait
with greater confidence to access
mainland materials and labor needed
to succeed in increasingly competi-
tive world markets. In 1987 alone,
indirect trade between Taiwan and
the mainland—mostly through Hong
Kong—was estimated around $1.5
billion, and is widely expected to
exceed $2 billion in 1988. The
mainland is welcoming these traders
and investors with reassuring legal
gestures and modest incentives, hop-
ing that increased economic ties will
eventually lead to political contact
and compromise. While formal nego-
tiation is probably far in the future,
today’s “Three No’s"—at least as far
as business goes—have been effec-
tively translated into "‘no avoidance,
no restriction, no interference.”

Relatives and raw materials

Taiwan has slowly moved toward
the mainland over the past few years
as a result of both internal and
external pressures. Many members of
the generation that fled the mainland
in 1949 long to visit their birthplaces
and relatives again. In late 1987,
Taipei responded to these sentiments
by lifting many restrictions on main-
land visits. So far an estimated
200,000 Taiwan visitors have seized
the chance to cross the strait.

Taiwan’s business community has
also urged the government to lift
barriers, but with more pragmatic
motivations. Asia's other economic
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Mitchell A. Silk

Today’s “Three No's”’—at
least as far as business
goes—have been effectively
translated into “‘no avoid-
ance, no restriction, no inter-
ference.”

“tigers”’—South Korea, Hong Kong,
and Singapore—accompanied by
nearby Thailand and Malaysia, are
stalking Taiwan's dominant position
in the world markets for electronics,
consumer goods, and light industrial
products. Despite a phenomenal
1987 GNP growth of 11.1 percent,
12 years of budget surpluses, and the
world’s second-largest foreign ex-
change reserve, rising labor and raw
materials costs coupled with sluggish
progress on upgrading Taiwan's in-
dustrial base could lead to Taiwan's
displacement at the head of the Asian
pack. The recent acceleration of
economic ties between the mainland
and South Korea—one of Taiwan's

Mitchell A. Silk is an attorney in the
New York office of the international law
firm Hughes, Hubbard & Reed. Actively
involved in both Taiwan and mainland
investment maltters, the author also
serves as a consultant lo the Fast Asian
Legal Studies Program of the University
of Maryland Law School, and as an
editor of the Chinese Yearbook of
International Law & Affairs, which
reports on Taiwan's practice of interna-
tional law.

main competitors in labor-intensive
industries—is an additional incentive
for allowing Taiwan businesses more
access to needed raw materials and
labor on the mainland.

Sanctioning indirect trade

The most significant shift in Tai-
pei’s stance on trade and investment
across the strait came in July 1987.
Bowing to foreign pressure to reduce
its bulging foreign exchange reserves
and in line with its drive toward
“internationalization and liberaliza-
tion,” Taipei revised and substan-
tially relaxed restrictions on the
remittance of foreign exchange. This
removed the major mechanisms used
to monitor outbound funds and
facilitated all international trade and
investment, including mainland
trade.

Another step forward came in June
1988, when Taiwan's Executive Yuan
approved regulations easing require-
ments for the establishment of third-
country subsidiaries of Taiwan busi-
nesses. Previous regulations required
a company to submit a detailed
business plan, registration docu-
ments for executives and employees
assigned to the foreign subsidiary,
and to confirm an annual business
volume of over $1 million. Today,
however, Taiwan businesses are per-
mitted to set up third-country subsid-
iaries upon simple notification to the
Board of Foreign Trade. The modifi-
cations of these regulations will likely
boost the active triangular trade
between Taiwan, third countries such
as Hong Kong and Japan, and the
mainland.

The 13th Party Congress of Tai-
wan’s ruling Kuomintang (KMT) in
July further cleared the way for
indirect investment. Ofhcial policy
now permits indirect trade for com-
modities that cannot be sourced
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SHIP IT TO HONG KONG.
RAILIT TO CHINA.

The Hong Kong Connection.

'f you're shipping freight to China, ship it to
Hong Kong first and let rail freight get it
wherever you want in China.

With rail freight's dally departures from Hong
Kong, fast transit times and customs clearance
at final destinations, rall freight gets it there
faster, more reliably and more economically than
any other way.

=

Kowloon-Canton Railway Corporation
Moving your freight at a great rate.

7th Floor, KCR House, Shatin, N.T., Hong Kong
Tel: 0-6069396. 0-6069293
Telex: 51666 KCRC HX Fax: 0-6066098
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domestically, enhance the competi-
tiveness of Taiwan's products, pose
no threat to Taiwan’s security, and
have no adverse effect on Taiwan
industry. In August, the Ministry of
Economic Affairs (MOEA) followed
up on the KMT congress by identify-
ing mainland products that may now
be legally imported through third
countries. The list of 50
agricultural products, raw materials,
and herbal medicines (see list), and
the MOEA is currently preparing a
second list of items for possible
indirect import.

The MOEA has also identified a
number of mainland items as poten-
tially competitive threats to Taiwan
industry, including footwear, explo-
sives and fireworks, apparel, travel
gear, handbags, fish, shellfish, furni-
ture, white rubber products, textiles,
vegetables, fruits, and meat. No
decision has been reached on import-
ing procedures for these items, but it

consists

PRC defines one coun-

try, two systems con-
cept in new constitu-

tion.

is likely that once a final list is issued,
import applications for such items
will come under very stringent review
by the Board ol Foreign Trade.

A recent case highlights the rapid
changes in Taiwan’s stance toward
mainland trade as well as the judi-
ciary’s contribution to the improved
mainland trading environment. Last
May, two Taiwan businessmen were
convicted of sedition and jailed for
investing indirectly in an eel farm in
Fujian Province. But in September,
Taipei’s Judicial Yuan ruled that
indirect business dealings with the
mainland would no longer be consid-
ered seditious if transactions did not
involve strategic material and were
conducted solely for personal gain.
Those imprisoned on these charges
were subsequently exonerated and
released.

This decision was presented by
Taipei authorities as a “clarification™
of the line between criminal sedition
and permissible profit-seeking. But
the subjective terms of the ruling
seem to indicate that its real inten-
tion is to blur the line sufhiciently to
allow businesspeople the latitude to

BRIDGING

THE
STRAIT

pursue opportunities that will benefit
Taiwan’s economy, while maintaining
enough official control to allow the
government to take action should it
believe economic, security, or social
concerns are being compromised.

Beijing extends a warm welcome

Mainland authorities have acted to
encourage, accommodate, and reas-
sure potential Taiwan investors. In
July 1988 the State Council promul-
gated the “Regulations Regarding
the Encouragement of Investment by
Taiwan Compatriots.”” These 22 arti-
cles establish that enterprises with
Taiwan investment enjoy all the
benefits afforded to foreign enter-
prises under mainland law. The regu-
lations do not grant Taiwan-invested
enterprises substantially preferential
rights vis-a-vis other foreign inves-
tors. Rather, they reassure Taiwan
investors that they will receive the
standard levels of protection and
incentives offered to all foreign
t‘l1!t‘l'l)ri5(‘5.

Fujian and Zhejiang provinces, the
natural focal points of Taiwan activ-
ity, have also promulgated local

incentives. Regulations issued in

April by Fujian’s special eco-
nomic zone, Xiamen—

APRIL 1988

Taiwan participates in
Asian Development
Bank annual meeting for
first time since 1986,
when it imposed a boy-

'.,1“ s :
MARCH 1988
Taiwan permits mail de-
livery to and from main-
land through Hong
Kong.
NOVEMBER 1987
Red Cross Society in
Taiwan begins process- MARCH 1988
ing applications for Taiwan permits circula-
mainland visits. tion of some mainland
publications.
MAY 1986 JANUARY 1988

Taiwan pilot defects to
mainland. Negotiations
for return of plane and
crew mark first official
contact between the
two regimes since 1949.

Beijing sends condo-
lences to Taipei on
death of President
Chiang Ching-kuo.

cott in response to
mainland’s accession to
China seat.

MAY 1988

Boeing 737 hijacked
from mainland to Tai-
wan, Taiwan returns
plane.
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the mainland point closest to Taiwan
in terms of proximity, culture, and
dialect—ofter Taiwan-invested agri-
cultural projects a four-year tax
exemption starting with the first
profit-making year and a one-fifth
reduction up to 10 years thereafter.
Taiwan investors also have the right
to sell up to one-third of products
manufactured with advanced tech-
nology and equipment on the main-
land. Other incentives include an
exemption from land-use fees for five
vears during the initial stage of the
venture, as well as complete exemp-
tion from site-use fees for the same
period for enterprises located in the
Huli Industrial Zone. Employment
provisions permit Taiwan investors to
appoint mainland friends or relatives
to act as agents or representatives for
a venture, and ease restrictions on
the relocation of these people to the
enterprise. The regulations also relax
entry and exit formalities for Taiwan
investors.

Zhejiang’s May incentives grant all
Taiwan enterprises tax exemption for
three years after the first profitable
year, a 50 percent annual tax reduc-

JULY 1988

Beijing announces 22
provisions to encourage
Taiwan investment.

JULY 1988

The Kuomintang's 13th
Party Congress in Taipei
sanctions indirect main-
land trade and invest-

ment and further eases
restrictions on mainland
travel and media cir-
culation,

tion the next four years, and a 20
percent annual reduction for 20
years thereafter. Technologically ad-
vanced enterprises and ventures lo-
cated in “impm’erished areas’ will be
eligible for a permanent 50 percent
tax reduction. The Zhejiang regula-
tions also allow Taiwan investors to
pay for travel, food, and lodging at
mainland Chinese rates, which are
much lower than foreign visitors’
rates.

These incentives are not signifi-
cantly different than those extended
to other foreign enterprises, but that
means little to most Taiwan investors.
Access to materials and labor i1s
sufficient attraction. Publications on
hoth sides of the strait have reported
anumber of mainland deals involving
Taiwan investors, and various sources
put the number of projects well into
the hundreds. Xiamen SEZ, which
got offt to a slower start than
Shenzhen SEZ, may benefit the most
from increased ties—between 30 and
40 Taiwan investments worth a total
of about $70 million were reported
through June 1988 and 30 more are
under negotiation (see p. 15).

Zhejiang is also reaping
early rewards. Renmin Ribao
reported in September that
Zhejiang Province had nego-
tiated 503 Taiwan-invested
projects, most of which are
small ventures. The projects

JULY 1988

Beijing appeals to Taipei
to establish commodity
inspection ties.

JULY 1988

Taiwan prosecutes hi-
jackers of plane from
mainland.

employ over 5,000 workers and
account for $75 million in produc-
tion revenues, Total investment (not
representing  actual  capitalization)
for Taiwan ventures is projected to
reach $1 billion by the end of 1988.

Patent protection for compatriots

Central authorities have also pro-
mulgated two sets of regulations on
intellectual property protection for
Taiwan investors. The most impor-
tant regulations establish that Taiwan
Chinese enjoy the same patent rights
and status as mainland nationals.
Taiwan Chinese may submit patent
applications  directly to  mainland
authorities, through Hong Kong pat-
ent agents, or by encharging a
mainland friend or relative to submit
the application.

In addition to protecting Taiwan
patents on the mainland, the regula-
tions enhance worldwide protection
of Taiwan patents by extending to
Taiwan Chinese priority

rights enjoyed by mainland
the Paris

nationals under

JULY 1988

Official from Taiwan's
External Trade Develop-
ment Council an-

nounces opening of a

Hong Kong office to
help monitor Taiwan-
mainland trade.

JULY 1988

Taiwan announces it
will participate in the
1990 Asian Games in
Beijing.

AUGUST 1988

Taiwan’s Board of For-
eign Trade approves 50
products for indirect im-
port from the mainland.
JULY 1988

The PRC’s Ministry of
Foreign Economic Rela-
tions and Trade briefs
Taiwan’s mainland af-
fairs inspection group in
Beijing.

AUGUST 1988
Mainland banks an-
nounce they will extend
loans to Taiwan firms.




50 COMMODITIES
APPROVED FOR
INDIRECT IMPORT
FROM THE MAINLAND

Seeds, fruit, and spores for planting

Squirrel fur

Horse hair (not carded or combed)

Hog bristle

Chicken, duck, and goose down or
feathers

Goat hair used in making writing or
scrub brushes

Castor oil (nonedible)

Beef tallow (nonedible)

Rattan and semi-finished rattan
products

Rabbit skin and fur

Eel fry

Deer bone, tail, foetus, and veins

Kaolin

China clay

Syenite (for ceramic use)

Calcined bauxite

Refractory mortars

Feldspar

Paraffin wax

Diatomaceous earth

Emery sand carborundum

Guang min xiang (saussurea radix)

Cardamom

Hyascyamine semen

Magnetitum

Ramie (raw)

Flax and flax thread (raw)

Waste cotton

Raw cotton

Silk (raw or waste)

Sheep or lamb wool

Jilin ginseng, angelica acutiloba,
lycium barbarum, and dried red
dates

Camellia sinensis

Camellia oleifera

Rosin, colophony

Coal

Pig iron

Scrap iron and steel

Aluminum ingot

Tin ingot

Unwrought electrolytic copper

Talcum, talc

Natural rubber

Wood pulp for paper making

Leather

Rare earth metals

Synthetic and natural camphor

Silicon carbide, magnesium oxide,
and aluminum oxide

Yellow phosphorous

Tung oil

Source: Mitchell A. Silk and US-
China Business Council files
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Union. Thus Taiwan Chinese who
obtain an approved patent from
mainland authorities may apply for
priority rights in other signatory
countries of the Paris Union, to
which Taiwan does not belong. Simi-
larly, Taiwan Chinese may apply for
priority protection on the mainland
based on patents from other Paris
Union member countries.

Remaining roadblocks

Relaxed Taiwan restrictions and
Beijing investment incentives are
only the first steps for Taiwan traders
and investors starting out on the
business bridge to the mainland. The
lack of official contact between Tai-
pei and Beijing poses several funda-
mental roadblocks to businesses. For
example, the issue of dual individual
and corporate taxes is bound to arise
as business picks up across the strait.
Neither mainland nor Taiwan law
provides an adequate way to avoid
this burden, and for obvious political
reasons a uniform and systematic way
of handling double taxation will not
be forthcoming, although unilateral
means of relieving double taxation,
such as reductions and exemptions,
currently ease the burden somewhat.
The situation will be exacerbated
when Taiwan businesses conducting
mainland operations through a third
country inevitably expose the tax-
payer to tax liability in the third
jurisdiction. Taiwan investors will
have to devise innovative tax plan-
ning methods in both individual and
corporate contexts, or else factor in
the cost of dual or triple taxation as
an expense of a mainland venture for
some time to come.

Another potential trouble spot is
dispute resolution. Without official
contact between Beijing and Taipei,
Taiwan businesses are deprived of
governmental support in the event of
disputes on the mainland. Represen-
tatives from the China Council for
the Promotion of International
Trade (CCPIT) and the Taiwan Cham-
ber of Commerce met in Hong Kong
in September for initial talks on
arbitration, but the technicalities—
where to take disputes, procedural
rules, and choice of law—will take
some time to work out. The question
of enforcing judgments is particu-
larly sticky, and it is unlikely that a
joint arbitration entity will be able to
handle questions relating to such
crucial issues as attachment and
seizure of assets.

Indirect effects on foreign
companies

Beijing's eagerness to woo Taiwan
business will do little to increase the
competition between Taiwan and
other foreign investors on the main-
land, primarily because they are
interested in different types of
projects. Most Taiwan investment is
directed into labor-intensive manu-
facturing projects that produce inex-
pensive, low-tech consumer goods,
while US and European companies
prefer capital-intensive, high-tech
ventures. Also, the average Taiwan
investment level in mainland projects
is likely to remain small, bearing
closer resemblance to a typical Hong
Kong deal than to a US or European
venture.

If foreign companies based in
Taiwan feel any effect from increas-
ing mainland ties, it will also be
indirect. While eventually it may be
feasible for foreign companies to
consider establishing a venture on
either the mainland or Taiwan to
target markets across the strait, the
highly subjective status of Taiwan's
current regulations on mainland in-
vestment make it far too early for
foreign companies to count on any
benefits from easing access.

In the nearer term, Taiwan's indi-
rect imports of certain raw materials
from the mainland may eventually
reduce the market share for other
foreign suppliers. US companies
have sold Taiwan considerable quan-
tities of soda ash, for example, which
Taiwan may now import indirectly
from the mainland. One US expert
on Taiwan economic affairs specu-
lated that in four to five years, US
exports of other commodities such as
raw cotton and steel could also suffer
from mainland competition.

A limited
partnership

The general euphoria over these
developments may soon be tempered
by reality. Increased access to labor
and raw materials from the mainland
will help Taiwan maintain a strong
position as an exporter of low-priced
consumer goods to world markets.
But several factors will limit the
mainland's significance in Taiwan's
overall economic plans. As South
Korea and other Asian neighbors
close the gap in exports of low-tech
consumer goods, Taiwan must meet
today’s global market demands by
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diversifying its manufacturing base
and introducing higher technology
and quality to its production prac-
tices, as well as continuing to reform
its financial services sector. Mainland
materials alone will not provide the
fuel for this kind of development.
And even if they could, Taipei is
hesitant to rely too heavily on the
mainland for supplies.

By attracting Taiwan manufactur-
ing ventures, the mainland may earn
more foreign exchange through ex-
ports, and increased economic ties
with Taiwan may serve reunification
aspirations. On the other hand, the
rudimentary technology Taiwan ven-
tures now offer do not contribute to
Beijing’s stated goals of attracting
advanced technology. In order to
continue to obtain more of the
technology it needs from Taiwan, the
mainland must demonstrate to Tai-
wan—through additional incentives
and by other means—that all factors
being equal, the mainland is the best
place to invest.

Taiwan-mainland traders will also
encounter practical pitfalls. As eco-
nomic contacts increase, the daily

difficulties of conducting business in
a developing economy that is highly
controlled and extremely bureau-
cratic will no doubt bring otherwise
enthusiastic Taiwan investors to the
same disillusion that has afflicted
other foreigners. Many Taiwan
businesspeople now assume, for ex-
ample, that their status as compatri-
ots allows them unlimited access to
the mainland market, which Chinese
law in general and the Taiwan invest-
ment incentives in particular clearly
do not permit. Bureaucratic bottle-
necks, quality control concerns, con-
tract enforcement problems—in
short, all the sticky issues of Sino-—
foreign business—will also affect
Taiwan investors.

Finally, nonbusiness concerns will
play a major role in the development
of future economic ties. Taiwan's
more relaxed stance on mainland
trade is in line with domestic reforms
and its move toward a more liberal
and international outlook. But main-
land activities will be closely moni-
tored to ensure that political and
security aspirations are not compro-
mised. 5

Central

planners and foreign investors are

rediscovering the island’s potential

Xiamen SEZ: Poised
for Take-Off

Henry Topper

fter getting off to a slow
start, Xiamen Special Eco-
nomic Zone in the Fujian
delta has finally begun to
blossom, with total foreign invest-

ment passing the $1 billion mark in)(

early 1988. Until recently, Xiamen
had not received the publicity en-
joyed by the three other SEZs estab-
lished in 1980. But Xiamen’s proxim-
ity to Taiwan, which has growing
trade and investment relations with
the mainland (see p. 10), may move

Xiamen into the limelight.

At the time the Xiamen SEZ was
established, China’s planners re-
garded the Guangdong-Hong Kong

Henry Topper is president of US-China
Educational Ventures, Inc., and consults
on business and educational matters from
his Baltimore office. The author and his
Sfamily lived in Xiamen from 1986-87,
and he returned in 1988 as director of
an educational project sponsored by RJR
Nabisco, Inc.
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area as the natural nexus of Sino-
foreign investment and trade. Rela-
tions with Taiwan didn’t offer the
same immediate promise for devel-
oping Xiamen, and the island SEZ
took a back seat to fast-starting
Shenzhen and Zhuhai.

By the mid-1970s, however, the
heated rhetoric from across the strait
had cooled somewhat, and Beijing
authorities decided that Xiamen's
time had come. The SEZ was ex-
panded from the 2.2 square kilome-
ter Huli Industrial Zone to encom-
pass the island’s entire 130 square
kilometers, and central investment in
infrastructure projects was in-
creased.

Local development efforts were
facilitated when Xiamen, along with
the other SEZs, was granted provin-
cial-level decision-making power in
economic matters in early 1988. The
decentralization of authority im-
proves prospects for more efficient
administration and less bureaucratic
rivalry by allowing Xiamen to bypass
the Fujian provincial authorities on
development issues and project ap-
provals. A January 1988 visit from
Communist Party Secretary Zhao
Ziyang, who toured the SEZs to
promote the coastal development
strategy, encouraged Xiamen to con-
tinue increasing its efforts to attract
foreign investment, and reconfirmed
the central government’s commit-
ment to Xiamen's success.

Improving the infrastructure

Recent efforts to improve Xiamen’s
infrastructure have had to compen-
sate for years of neglect: government
investment in Xiamen from 1949
through 1979 totaled less than $10
million. While efforts to improve the
infrastructure were begun in 1979,
central investment did not take off
until 1984. Since then the govern-
ment has poured nearly $540 million
into transportation, public utilities,
and communications systems.

These eftforts have resulted in an

expanded and reliable infrastruc- "

ture. Electrical power supply to the
Huli zone went without interruption
last year, and was further enhanced
last spring when a major new power
source came on line for the city.
Railroads and highways are being
expanded and upgraded to handle a
doubling of traffic since 1980. And
Fujian's Xiamen Airlines operates
daily flights to Hong Kong.

Because the island boasts 40 kilo-
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Photo courtesy of Interkiln

Xiamen SEZ topped the $1 billion mark in total foreign investment this year with help from
US companies such as Interkiln, which established a $33 million joint venture to produce
dinnerware and sanitary ware.

meters  of deepwater coastline,
Xiamen's planners place special em-
phasis on port development. Four
10,000 1o 50,000 dwt deepwater
during
Phase 1 of the Dongdu Port project
(see The CBR, Jan-Feb 1983, p. 34).
Phase Il of construction calls for six
more deepwater including

berths were constructed

berths,

25,000 and 35,000 dwt container
berths and a 20,000 dwt sundry
goods berth with supporting

conveyence systems. A $270 million
ivestment plan announced in 1988
is expected to increase annual han-
dling capacity to 3.5 million tonnes.

The local government is as deter-
mined as the central authorities Lo
make Xiamen succeed. Building hirst
on Xiamen's existing industrial base,
back to 1842
Xiamen was designated one of Chi-
na’s Open Port cities, ofhaals have
offered than 400
factories, with workshops, staffs, and
support facilities to foreign investors,
New facilities being built to attract

which dates when

more outmoded

foreign investors are concentrated in
the Huli zone near the
Xiamen investment
direct foreign investors first to ex-
plore possibilities in this zone, which

new town

center. othcials
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leases available space in its 20 new
five-story factory buildings for an
average of $22 per square meter.
According to a Huli representative,
all available have been
allocated 1o foreign investment
projects, although less than 75 per-
cent of the buildings appear to be

factories

a low-risk, reasonable return.
Xiamen was the first Chinese local-
ity to offer Taiwan investors special
incentives covering tax treatment,
domestic sales, land use fees, local
labor, and visa procedures. Xiamen
has also established special organiza-
tions such as the Xiamen SEZ United
[)c\('luplm-nl (Inrpnr;llinn o pro-
mote Taiwan trade and investment,
Fierce competition from southern
SEZs for access 1o Hong Kong means
that Xiamen's success ulumately de-
pends on developing Taiwan as both
a source of investment and produc-
Lion and a market for
exported goods. In the first hall of
1988, Taiwan businesses had signed
more than 30 contracts with Xiamen
enterprises, worth nearly $70 mil-
lion. Most of this investment
channeled into light industry—man-
and
plastics, for example—as well as

materials,

was

ufacturing shoes, eyeglasses,
some electronics and chemical engi-

neering projects,

Foreign investment booms

Following a promising spurt of
activity in 198485, foreign invest-
yment in Xiamen dropped off in 1986,

“~not to resurge until late 1987, In the

first half of 1988, the SEZ approved
80 foreign investment projects and

Nearned $230 million in foreign cur-

rency from exports, 15 and 2.5 times
greater than the respective amounts
for the same period in 1987, The
number of approved foreign invest-
ment enterprises in Xiamen exceeds
300, with total investment value over

actively occupied. Huli's phase-two /81 billion. Investment has come from

development will make more land
available to investors.

Opening the mainland door

focus  of
the
eventual reunification of Taiwan with
the mainland. Xiamen and Taiwan
share a common dialect, a long trade
history, and many strong family ties
that provide a link between the two
hostile regimes. When Taiwan liberal-
ized travel restrictions to the main-
land last year, of the first
visitors sought relatives  in
Xiamen. Existing ties made it natural
for some to investigate
opportunities as well. Mainland au-
thorities hope that Xiamen's devel-
opment will show Taiwan’s business
community that the mainland can
develop an industrial
outside capital while giving investors

natural
efforts to promote

Xiamen 15 a
Beijing's

many
oul

business

base using

all over the world, including Hong
Kong, Macau, Japan, Singapore, the
United States, West Germany,
France, Australia, the Netherlands,
the Philippines, Canada, the Middle
East, and Taiwan.

By July, 214 foreign investment
enterprises had begun production,
Most of these enterprises are rela-
tively small, with a total investment of
less than $5 million. Export-oriented
ax incentives have boosted exports

1
71'10 60 percent of all production and

helped shift the focus of foreign
from the service
industry into processing, assembly,
| and production. In 1987, 90 percent
of the investment contracts signed
were for manufacturing enterprises,
and 70 percent were export-ori-
ented.

Xiamen planners would like to
direct investment away from low-tech

investment away
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sectors such as light industry and
building materials into textiles, food
processing, and electronics manufac-
turing. Typical of investment projects
Xiamen has attracted to date is Amoy
Fashion Gloves, a Philippine-based
wholly foreign-owned enterprise that
has been producing gloves for the
export market for over three years.
And the China Ceramics Company, a
joint venture between two Chinese
partners and Interkiln Corporation
(US), manufactures sanitary ware
both for the domestic market and
export to Asian countries. By basing
operations on a previously existing
ceramics factory, Lnterkiln simplified
the venture's start up and training
stages and has reached its current
production targets ahead of sched-
ule.

While high-technology invest-
ments and technology transfer deals
are stll the exceptions, Xiamen
authorities believe they will increase
as investor confidence builds, and
point with pride to several high-tech
breakthroughs. The most significant
of these came in April 1988 when
Allen Bradley Corporation (US)
signed a joint venture agreement
with the Construction and Develop-
ment Corporation of Xiamen to set
up a joint venture that will produce
and service automation control prod-
ucts. In July, Memotech Interna-
tional (US) established a computer
hard-disk joint venture. And_Rock-
well International Corporation (US)

o2 SR OTING IROTVAY 0
récently announced an equity joint
venture with the Xiamen Construc-
tion Development Company to pro-
duce electronic controls for heavy
industry.

Until recently, poor banking ser-
vices also inhibited the influx of
foreign capital. But relaxed foreign
borrowing regulations, support from
Beijing, and growing foreign ex-
change revenues have virtually elimi-
nated serious funding problems.
Hard currency repatriation problems
are being eased by foreign exchange
adjustment  centers—more  com-
monly known as swap centers—i(see
The CBR, Sept—-Oct 1988, p. 10) and
greater flexibility and experimenta-
tion within the banking community.

Investment could be boosted even
higher if current plans to turn the
island into a free” port similar—to~
Hong Kong succeed. Although origi-
nal plans called for establishment of a
Xiamen free port in 1990, the recent
creation of Hainan Province, which is

also being considered for free port
status, may delay Xiamen’s bid.

Upgrading labor and
management skills

Attracting more foreign invest-
ment will require Xiamen to upgrade
its labor force as well as infrastruc-
ture. Poor labor skills and banking
services as well as persistent bureau-
cratic hassles still plague foreign
investors in Xiamen, although au-
thorities are aggressively trying to
eliminate these problems.

The dearth of skilled laborers and
managers is one of Xiamen's most
serious obstacles to attracting over-
seas capital. A core of managerial and
technical talent, such as Deputy
Mayor Zhang Zongxu, a Beijing
native who spent six years as the
Chinese consul in Houston, has been
imported to administer the zone. In
general, however, the skill level of the
average worker and manager is quite
low, and the cost of training Chinese
workers and providing expatriate
management for foreign joint ven-
tures is correspondingly high.

On the other hand, labor costs in
Xiamen are the lowest among the
SEZs, with the cost of supporting a
worker ranging from $60 to $110 a
month. Turnover is low for the
highest paid workers and most for-
eign managers are quite pleased with
the attitude and willingness of their
employees. The city government’s
addition of technical and business
subjects to local school curricula

should help improve the skill level of

the labor pool. And Xiamen Univer-
sity, one of China’s top schools, has
added law and management depart-
ments that may provide enough
graduates to ease the shortage of
management personnel.

Xiamen’'s authorities have demon-
strated their commitment to sooth-
ing investors’ worries with provisions
to remove bureaucratic and adminis-
trative barriers, improve the labor
pool, and keep wages low. The
island’s strategic location means that
Beijing will do everything it can to
make Xiamen successful. And many
foreign companies with ventures in
Xiamen express confidence in the
island’s rich future. In 1987, 25
established foreign investment enter-
prises received approval to expand
their operations. Developing Xiamen
may not have started out at high
speed, but the pace is definitely
picking up. 5=
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Announcing a special publication series

Basic infrastructure projects in China’s energy,
transportation, and natural resource sectors supply
a steady source of business for foreign companies
that know how to crack these markets. The
US-China Business Council has produced
this publication series to maximize this
business potential for
companies ranging from
engineering design firms
to major equipment and
component suppliers. The
series includes an

overview of the major projects
market and in-depth studies of
the metals and minerals and
electric power sectors. Each
volume contains the most
up-to-date and comprehensive
information available.

__Order all three titles and receive a 20% discount. $375/3550

__International airmail orders add the following charges: $15 (1 book)
$25 (2 or more books)

Total Enclosed $ _

No. of US-China Business Council :
copies mber member Price !
__Opportunities in China’s Major Projects $145/$220 ;
__China’s Metals and Minerals $140/$200 :
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that puts China’s major projects on the map!

Opportunities in China’s Major Projects:
Can American Companies Compete?

A resource guide to 257 key projects that offer timely
opportunities for the sale of needed technology, equipment, or
services. The list is conveniently broken down by sector, including
name, description, location, status, and total investment for each
project. Sectors include: petrochemicals, transportation
infrastructure, telecommunications, power, chemicals, metals, coal,
and building materials. The report also analyzes US performance
by sector, details key factors affecting the competitiveness of
American firms, and recommends ways to improve the US
competitive position in China. 245 pages. August 1988.

China’s Metals and Minerals:
A Comprehensive Guide

A newly released reference on China’s metals and minerals
reserves, mines, production facilities, and development strategies.
Contains recent foreign trade deals and major projects offering
timely business opportunities. Also includes maps and a
comprehensive listing of major deposits, organizational charts, and
data on reserves, production, investment, and trade. 125 pages.
October 1988.

China’s Electric Power Development:
Identifying Market Opportunities

The most comprehensive guide available to China’s electric
power market. China spends more than $1 billion per year on
imported electric power systems—a figure that will grow to an
estimated $1.5 billion by 1991. This study provides you with
information on buyers of power equipment and related services,
analysis of the market for various types of equipment and services,
ongoing electric power projects and the role of foreign companies,
as well as major power projects planned for the 1990s. Includes
graphs and tables detailing current and future production and
needs. Available December 1988.

The US-China Business Council, MPS
1818 N St., NW
Suite 500

Washington, DC 20036




Making Room in the Rice Bowl

Putting more variety and nutrients in the Chinese diet is a high priority, and
foreign companies have some of the needed ingredients

hi fan le mei you, roughly
translated as ‘“‘have you
eaten yet,”" or more literally,
“have you had cooked rice,”
is not only a common Chinese
greeting, but also a rich cultural clue.
Eating is so central to Chinese life
and rice has historically been so vital
to the Chinese diet—that this is the
most significant and considerate
question one can ask another.

But as China experiences the most
rapid economic growth in its history,
the traditional diet is giving way to
more substantial and varied fare. The
need to make maximum use of scarce
land and fuel resources once dictated
a monotonous diet of rice and finely
shredded vegetables and meat, but
modern methods of fertilization,
cultivation, and processing now allow
consumer demand for new and dif-
ferent items to play a role in agricul-
tural planning.

Agricultural  reforms begun in
1978 fueled a 20 percent increase in
caloric intake per person by 1982,
from 2,000 to 2,485 calories. By
allowing farmers to raise cash crops
and sell surplus produce in free
markets (see p. 32), the reforms also
expanded the variety of available
food products, particularly highly
nutritious and previously
items such as fruit, vegetables, and
fish.

These changes have brought the
future of the nation's diet to the
forefront of Chinese planning prior-
ities. At the core of the discussion are
the closely related issues of future
protein sources and the growing
demand for a wider range of food
items. While some nutritionists favor
a continued emphasis on the tradi-
tional grain and legume-based diet,
other nutritionists—and most con-
sumers—prefer a diet significantly
higher in animal protein (meat and

scarce
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Joel Haggard

dairy products), which
higher inputs of grain than domestic
production can now supply.

In the pursuit of a more varied and
nutritional diet, Chinese planners
have imported foreign food process-
ing equipment and technology, as
well as large quantities of food
commodities. And consumer
blings for more meat and value-
added food products could open the
door further to foreign suppliers of
everything from breeding cattle to
chocolate bars. Last May's decision
by Chinese leaders to phase out
subsidized State retail prices for
several staple items, along with the
spread of food import licensing
authority, paves the way for foreign
business to satisfy some of Chinese
consumers’ demands. The prospect
of tapping into this “market of a
billion mouths” has aroused the
interest of food companies around
the world.

requires

rum-

Joel Haggard is an associate with

Agribusiness Associates, a Hong Kong-
based company consulting in agricul-
ture, livestock, and food sectors in Asia.

A range of dietary difficulties

The staples of the average Chinese
diet include grains, such as rice,
wheat, barley, sorghum, millet, and
corn; vegetables, such as cabbage and
spinach; pork; eggs: fish; and cooking
oils, including both lard and vege-
table oils. Grains and legumes are the
main source of protein, while vegeta-
bles provide vitamins A and C. Most
Chinese families shop daily for their
food, which is virtually all grown
locally. Although red meat and milk
staple
foods, consumption of these items—
along with sugar, fruit, processed and
canned goods, and spirits—has in-
creased dramatically since the agri-
cultural reforms in the late 1970s
allowed farmers and local food sup-
pliers a greater say over what they
grow and where they sell their
surplus (see chart, p. 23). Although
some vitamin and mineral deficien-
cies persist, basic dietary needs are
met, and malnutrition is no longer a
widespread problem.

A 1982 survey conducted by the
China Institute of Preventive Medi-
cine compares the average Chinese
diet to that of people in other
developing countries, and concludes
that the Chinese eat better. In 1982,
Chinese per capita daily protein and
fat intake of 66.8 grams and 49.3
grams surpassed the average for
other developing countries—57
grams and 40.6 grams, respectively.

Despite the encouraging statistics,
pockets of vitamin and mineral defi-
ciencies remain. Recent government
surveys show that 40 percent of
Chinese children suffer from rickets,
40 percent from iron deficiencies,
and 60 percent from excessively low
intakes of zinc, a trace mineral
thought to be crucial for effective
metabolism. According to China’s

have not been traditional
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China’s Changing Diet

(annual per capita consumption in kilograms)

cation of the livestock sectors.
The proportion of pork in

1988

total meat intake is targeted to
drop from 83 percent to 78
percent, while the products of
more efficient grain-convert-
ing animals—including poul-
try, eggs, milk and other dairy
products, fish, and rabbits—
will rise. Poultry consump-
tion, for example, should in-
crease from the current level
of 2 to 3 percent to 12
percent of total meat con-
sumption. Beef and mutton
will account for 10 percent of
the meat diet by 1992,

While value-added food-

Institute of Nutrition, the average
Chinese child’s intake of vitamin A,
calcium, carotene, and riboflavin all
fall below 50 percent of the Chinese
recommended daily allowance.
Many city children, on the other
hand, appear to suffer from being
stuffed by doting relatives. A 1988
survey of 44 Beijing nurseries
found that half the children had
excessive cholesterol intake and
nearly 30 percent were over-
weight.

To address this wide range of
dietary problems, nutritional
planners have established dietary
target levels from now until 2000.

Planning target intakes

While various ministries and
ofhcials disagree about the best
way to improve the Chinese diet, the
goals are clear: to increase calorie
and protein intake and to minimize
the differences between urban and
rural consumption and nutrition
patterns. According to the National
Center for Rural Technology (NCRT),
daily protein intake in the year 2000
should total 70-75 grams, up 10
percent from current levels, with 25
percent derived from animal protein
compared to the current average of
11 percent. The NCRT also calls for
an increase in nonstaple food pro-
duction in recognition of predictions
that grain production in 2000 will be
similar to current levels.

To help implement these goals, the
Ministry of Agriculture (MOA) has
set production targets for certain
foods under a five-year ‘“‘vegetable
basket project’” announced last
spring. This calls for the develop-
ment of nonstaple food production,
and emphasizes growth and diversifi-

stuffs such as cookies, beer,
and soda are not nutritionally vital,
planners from the Ministry of Com-
merce (MOC) and the Ministry of
Light Industry (MLI) favor increas-

interests. Specialists from the Insti-
tute of Nutrition and the NCRT focus
on nutritional issues, while the minis-
tries of agriculture, commerce, and
light industry look at dietary policy
from a business angle as well. Ulti-
mately, all of these views are consid-
ered by the State Council when it
formulates broad, long-term eco-
nomic plans.

The debate centers around how to
transform the nation’s grain supply
into protein. NCRT nutritionists em-
phasize consumption of grains and
legumes, particularly soybeans, over
animal proteins. The NCRT plan calls
for doubling current soybean acre-
age to 16 million hectares and
developing new protein-rich varieties
of rice, wheat, and corn. Supporters
of this approach, including some
nutritionists from the United Nations
Food and Agricultural Organization,

claim that current Chinese con-

Artwork by Elizabeth Stewart

ing production of these items in
order to satisfy consumer demand.
By 1990 the MOC plans to double
the current annual output of

sumption patterns already follow
the principles of good nutrition,
and that a swing in the direction of
a diet containing more dairy and
meat products—that is, more fat
and cholesterol—could promote
the “diseases of civilization™": high
blood pressure, obesity, heart dis-
ease, and diabetes.

The other way to transform
grain into protein involves using

grain as a livestock input to
produce more animal protein,
following European dietary

norms. Backers of this plan in-
clude some nutritionists as well as
the agricultural and livestock indus-
tries. This approach would require
more grain than the dietary alterna-

beer to 6.5 million tonnes,
and boost the annual produc-
tion of wine to 12.5 million
tonnes. Likewise, the MILI
plans to nearly double the
annual of soft
drinks from the current level
of 1.84 million tonnes to 3
million tonnes by 1990.

production

The great
diet debate

Nutritional goals, rising dis-
posable incomes, consumer
demand for a more varied and
value-added diet, and greater
public nutritional awareness
have combined 1o fuel a
highly publicized debate on
future food policy involving
many voices and economic
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tive of sourcing protein from grains
and legumes themselves. Lackluster
grain harvests between 1985 and
1987 have reduced the margin for
error in the choice of how to use
grain resources (see box).

A clear consumer preference

Consumers are voting with their
palates and purses for more animal
protein in their diet, preferring both
the variety of taste and perceived
nutritional value of such items. Plan-
ners who also favor increased animal
protein consumption would make the
food supply system even more re-
sponsive to market forces and con-
sumer demand than it is now, implic-
itly acknowledging that this might
require China to import grain and /or
subsidize inputs for livestock produc-
ers. Earlier this year the State Coun-
cil allocated more than 1.5 billion
kilograms of grain at subsidized
prices to hog farmers, and the
People’'s Bank of China and the
Agricultural Bank of China have
pumped almost $300 million into
loans for the production of nonstaple

foods, including animal proteins.

China's reformers favor making
production of both agricultural in-
puts and final food products more
responsive to market forces, and
have established several models to
demonstrate. For example, one large
State-owned broiler facility in Beijing
buys corn on the free market, leases
out the majority of its production to
individual households, and sells fro-
zen boxed chickens on the local free
market for whatever price they can
fetch.

The government’s May 1988 deci-
sion to phase out State price subsi-
dies for vegetables, eggs, pork, and
sugar represents a commitment to-
ward market orientation in the agri-
cultural sector. While current policy
thus favors the development of indi-
rect grain-consuming industries and
increased production of animal pro-
tein sources, fluctuations in the grain
supply could cause a shift in empha-
sis. And despite the gradual introduc-
tion of market forces, government
decision-making will remain the most
important determinant of agricul-

tural production, prices, and con-
sumption for the foreseeable future.

Foreign role on the rise

Grain imports of the late 1970s
marked the entrance of foreign
companies into China’s food market,
and both the size and scope of
foreign imports have since expanded
to encompass livestock, production
inputs, food processing equipment,
and food packaging technology. Top
suppliers in 1987 included Canada,
Australia, the United States, Thai-
land, France, Japan, Hong Kong, and
New Zealand. Private sector activity
is supplemented by government-to-
government deals such as the North-
ern Livestock Project, a donation of
dairy equipment from the New Zea-
land government.

As planners seek to diversify and
improve the Chinese diet and to
promote exports, the market for
foreign products and technology
should increase—though not indefi-
nitely. At the moment, the desire to
acquire foreign processing and pack-
aging technology presents many

Grain is the core of the Chinese
diet. Traditionally, over 90 percent of
energy intake has been derived from
grains, with rice the predominant
carbohydrate source in southern
China and wheat and coarse grains,
such as corn and millet, in northern
China, Grains and legumes are the
nation's major source of protein, and
until recently, Chinese typically ate
few meat or dairy products.

Chinese food historians hold that
the traditional diet is the natural result
of a long and fragile dialectic between
the Chinese peasant and the land.
Feeding a large population on a small
amount of arable land called for
maximizing the harvestable calories of
every available acre. Of all grains, rice
is the most efficient producer of
calories per unit of land; similarly,
soybeans surpass livestock and other
grains as the best per land unit
producer of protein.

China's dietary needs thus fostered
efficiency and self-reliance. With these
as watchwords China's communist
leadership assumed responsibility for
coordinating food production, distri-
bution, and policy upon coming to
power in 1949, and vowed to bring
China’s grain production to new
heights. Efforts to supplement tradi-
tional crop production patterns with
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THE FUNDAMENTAL FOOD
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modern fertilizers and farming tech-
niques were well rewarded: growth in
agricultural production between 1952
and 1978 allowed per capita consump-
tion of major commodities to remain
essentially stable despite a 65 percent
increase in population.

Eventually, however, the ever-grow-
ing population—combined with a
higher demand for grain to produce
nonstaple food ranging from liquor to
livestock—compelled China to seek
grain abroad starting in the 1960s. At
first, these large-scale purchases were

viewed as stopgap measures to supple-
ment poor harvests, but by the late
1970s they had become a regular
feature of China's foreign trade.
Increasing reliance on foreign grain
has not only compromised the old
ideal of self-sufficiency, but also com-
plicated the response to growing
consumer demand for a more varied
diet. Economically conservative plan-
ners have clung to the standard of
grain as a measure of self-reliance and
fought plans that called for reducing
the amount of land devoted to grain
production. Progressive economic re-
formers favor the option of importing
grain, as long as it sustains the
agricultural sector's efforts to meet
consumer demand. But the political
consequences of a stretch of poor
grain harvests loom as a serious threat
to the faction in power, as it would
give conservative planners ammuni-
tion with which to attack the pace of
reforms. As a result, the reformers
approach the grain issue with care.
Even in the midst of announcing plans
to eliminate many food subsidies at the
April 1988 National Party Congress,
Party Secretary Zhao Ziyang stated
that domestic resources—rather than
consumer demand—should remain
the principal guide for China's food
and agricultural planners. —JH
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openings for foreign firms; likewise, the current emphasis
on developing more animal protein sources calls for many
types of inputs in the livestock sector, where foreign
companies have already been active (see The CBR, Jan-
Feb 1988).

Today foreign firms supply a wide variety of food
production and processing technology. Imports in 1987
of food, livestock, edible oils, and food processing
machinery totaled nearly $3 billion according to Chinese
customs figures. Demand for equipment and technology
in these areas will remain strong, as it will in aquatics; soft
drinks, wine, and beer; candy, gum, and snack foods; baby
food; instant coffee; and food packaging. And with the
opening of a Kentucky Fried Chicken franchise in Beijing
in November 1987, Western fast food has discovered a
potential high-growth market (see p. 28).

Until the early 1980s foreign companies were reluctant
to venture beyond straight sales of equipment and
technology into the realm of investment. One of the early
food sector joint ventures was Beatrice Foods' (US)
partnership with the Guangzhou International Trade and
Investment Corporation and the Guangzhou Food
Industry Corporation, which established Guangmei
Foods in 1981. This Guangzhou factory produces snack
foods, canned fruit and vegetables, soft drinks, and
sherbet. In general, however, high input costs and strict
export-licensing guidelines initially slowed the entrance
of foreign companies into food projects.

Recent improvement in China’s investment climate,
along with increased sourcing flexibility for inputs, has
enticed more foreign companies into this sector (see
table). These enterprises are targeting their products for
both domestic consumption and export.

Imported inputs in demand

China's domestic food industry has grown dramatically
during this decade. In 1986 the total value of output was
$28 billion, double the 1979 total of $14 billion. Foreign
imports are needed to continue this impressive growth,
Demand will be particularly strong in the following areas:

P Feed. Today's larger and more sophisticated
livestock production facilities demand higher quality
feeds than China now produces. MOA planners place a
high priority on sourcing high-quality feed additives and
protein sources that stretch the nutritional value of
available grain supplies and thus reduce demand.

P Edible oils. Imports of edible oils increased by over
1,000 percent between 1983 and 1987, from $24.5
million to $189 million. Likewise, per capita consumption
jumped from 3.54 to 5.24 kilograms between 1982 and
1986. But consumption is still low, and China needs
processing equipment and technology to convert its 300
substandard oil plants to higher quality oil production.

P Beef. Although dietary plans call for diversifying
meat sources beyond pork, the MOA’s encouragement of
range fed cattle production limits the potential for both
foreign sales of feed and confinement equipment and
beef-exporting joint ventures.

P Poultry. The growing emphasis on poultry products,
especially broiler meat, is fueling demand for more
scientific feeding technologies and health products such
as vitamin pre-mixes and trace minerals. China may also
seek to import micro-ingredient scales and other pre-mix
plant equipment.

P Pork. Although per capita pork consumption will
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register slower growth than other
meats, China's swine program re-
quires lean-meat breeding stock and
confinement system technology and
equipment. As China looks toward
the export market, sophisticated
slaughterhouse equipment as well as
meat processing technology will be
required.

P Dairy. The nascent dairy sector
needs dairy breeding stock and dairy-
ing and packaging equipment.

Processing technology. Foreign
seed, grain, vegetable, and fruit
processing equipment and technol-
ogy will be required to improve the
quality of processed foods and bring
them up to export standards. In
addition to slaughtering equipment,
cold storage, transportation, and
refrigeration equipment may be im-
ported. Boosting production of al-
ready strong export items such as
canned mushrooms and other veg-
etables is a top priority.

P Value-added products. Both
domestic demand and the export
potential for value-added food items
will open the door wide to foreign
involvement in this area. Production
of soft drinks jumped from 200
million liters in 1979 to 1.81 billion
liters in 1986, and beer output rose
from 510 million liters in 1979 o
4.13 billion in 1986. Production
levels of wine, snack foods, and many
other products have experienced
similar gains. Local companies and
entrepreneurs—rather than the cen-
tral government—will be the main
purchasers of foreign production
and packaging technology for these
products as well as for such items as
candies, baked goods, baby food,
processed fruit and vegetables, and
food Havorings.

More channels for straight food
sales

Until economic reforms of the past
three years opened a few local
marketing channels, straight sales of
foreign food products to Chinese
consumers were few and far between.
Most large-scale imports of food have
been limited to bulk government
purchases of staple commodities
such as grains and vegetable oils,
which are expected to continue.
Some fresh fruit has been imported
through barter trade with the Soviet
Union and the Philippines, among
other countries. Now, however, in-
creasing levels of disposable income,
expanded import authority, and re-
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A PROFILE OF SINO-FOREIGN
FOOD VENTURES, 1986-88

The Coca-Cola Co. (US)

In September 1988 Coca-Cola began operating the Shanghai
Shenmei Beverage and Food Co., an $18 million wholly owned plant
that supplies concentrate to authorized bottlers who produce Coca-
Cola, Fanta, and Sprite for domestic sale. Coca-Cola currently has
eight joint ventures that operate bottling plants in Beijing,
Guangzhou, Xiamen, Zhuhai, Dalian, Nanning, and Shanghai. In
an agreement with the Tianjin Beverage Factory and two Ministry
of Light Industry affiliates, another bottling plant, which will also
produce orange and lemon concentrate for local industry, will open
in Tianjin in late 1988. The BC Development Co. a joint venture
between Coca-Cola and CITIC, is setting up two bottling plants in
Nanjing and Hangzhou. BCDC also has an equity share in Wuxi BC
Foods Co., which produces instant noodles.

Danish Interbrew (Denmark)

This Faxe Bryggeri subsidiary signed a compensation trade agreement with the
Guangzhou Brewery in June 1987 under which Interbrew will supply technology,
equipment, raw materials, and technical management assistance to the Guangzhou
Brewery in return for the exclusive export rights to “Double Happiness™ brand
beer.

Elecster Oy (Finland)

Elecster Oy signed a $1 million, 25-year joint venture with Hangu Farm of Hubei
Province in October 1986 to produce bagging machines and electric ultra-
temperature sterilizers that process 1,000 liters of milk per hour. Elecster Oy owns
51 percent of the venture. The company also signed five similar contracts in 1987 as
part of a Sino—Finn dairy development project for which the Finnish government
has offered concessionary loans and $5.4 million has been invested.

H.]. Heinz, Co. (US)

The Heinz-UFE Co., a $10 million, 30-year joint
venture between Heinz (60 percent), the General
Corporation of Agriculture, Industry, and Com-
merce for Land Reclamation of Guangdong
Province, and the Guangdong United Front Food
Enterprise went into operations in June 1986. The
Guangzhou-based baby food plant produces 3,000
tpy of dried baby cereal products for the domestic
market.

HE’Ne

Hong Kong Dairy Farm Co. Ltd. (Hong Kong)

The Guangzhou Cold Foods Co., Ltd., a $10.8 million joint venture, was established
between the Hong Kong Dairy Farm Co. Lid. (30 percent), the Guangzhou People’s
Foodstufts Factory (50 percent), and the Guangdong International Foodstuffs Co.
Ltd. (20 percent) in July 1986. Targeted production is 5,000 tpy of ice cream. The
Guangzhou Refrigerated Foods Ltd. is a $10 million, 20-year joint venture between a
subsidiary of Dairy Farm (30 percent) the Guangzhou People’s Foodstuffs Factory
(50 percent), and International Food Corp. Ltd. (20 percent) established in May
1986. The venture will produce ice cream and other refrigerated foods.

Kente Co. and Hokkaido Shoji Co., Ltd. (Japan)

These companies established the Shanghai Xianghe Foodstuffs Co., Ltd., a $1.5
million joint venture with the Shanghai Confectionary, Cigarette, and Wine Co.,
and Shanghai Foreign Trade Corp. in March 1987. The venture will export
sweetened bean paste, chestnut, and biscuit products.

Marubeni Corp. (Japan)

Marubeni concluded a compensation agreement in July 1987 to build a plant to
raise and slaughter broiler chickens in Tianjin, for which they will receive plant
output as partial payment. Marubeni has also invested in a joint venture with two
other Japanese companies. Nitto Food Manufacturing Co. (10 percent), Toa
Shokuhin Kaihatsu Co. (2.5 percent), and Marubeni (37.5 percent), established a
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$1 million joint venture with a Chinese research institute (50 percent). The
Chongging-based venture will produce konnyaku, a food made from the ground
root of the devil's tongue plant.

Nabisco Brands, Inc. (US)

Nabisco (51 percent) and the
Beijing Yili Food Co. (49 percent)
opened a $9 million, Beijing-based
joint venture bakery, Yili-Nabisco
Biscuit & Food Co., Ltd., in June
1988. 85 percent of the 6,000 tpy
production (40 million packages) of
Ritz, Premium, Escort, and Maria
brand biscuits and crackers is
targeted for domestic sale with the
rest to be exported to Southeast
Asian countries.

Nestle SA (Switzerland)

Nestle has agreed with the China Development and Investment Corp. Lid. of
Beijing and the Heilongjiang Shaungcheng County Dairy Industry Corp. to setup a
joint venture dairy plant capitalized at $23 million. Nestle will receive a licensing fee
for its name-brand products and technological expertise. The plant is expected to
open by 1989 and will produce milk, milk powder, cereals, and baby food.

m‘-b'v
PepsiCo Inc. (US)
The Shanghai McCormick Seasoning & Foodstuff Co., a joint
venture between PepsiCo (25 percent), McCormick & Co. Inc. (US)
(35 percent), and Shanghai Foodstuffs and Sundries (40 percent)
will invest more than $3 million in a plant to package herbs, spices,
sauces, seasonings, jams and other food products for export.
PepsiCo also has a share in the Guangzhou Beverage Factory, which
produces 10 million cases of soft drinks annually. PepsiCo
subsidiary, Kentucky Fried Chicken Corp., has established one
restaurant in Beijing and plans to open another in Shanghai.
Another subsidiary, Pizza Hut, plans to open a franchise in China
by the end of 1988.

Seagram Ltd. (Canada)

Seagram agreed to establish a $6 million equity joint venture called Shanghai
Seagram Ltd. with the China Distillery of Shanghai in April 1988. The two-phase
venture will include a blending and bottling plant and a distillery that will produce
whiskey, wine coolers, and sparkling wines. Phase One is scheduled for completion
in 1990. The partners expect $6 million worth of output in the first year, with most
intended for domestic sale.

Toyo Seaweed (Japan)

Toyo (50 percent) agreed to establish the Dalian Aquatics Co. with the Dalian
Aquatics Bureau (50 percent) in March 1987. This 17-year, $2.1 million joint
venture will produce essence of kelp products.

Warner-Lambert International Operations (US)

Warner-Lambert established the Harbin Warner-Lambert Confectionary Co., Lid.
with the Harbin Number 3 Sweet Factory in April 1988. The 30-year joint venture
will produce Dentyne, Trident, and Chiclets brand chewing gums and Halls' cough
drops and fruit-filled candies. Production is expected to begin April 1989. Warner-
Lambert will contribute 55 percent of the $2.7 million total investment and is
entitled to 30 percent of production, to be distributed worldwide.

Compiled by Bryan Batson from company interviews and US-China Business Council files.
For details on Sino-US food processing sales and ventures between 1984 and 1986, see The
CBR, Mar-Apr 1986, p. 38.

Note: This list is not meant to be comprehensive, but rather to demonstrate the
wide variety of foreign activity in China’s food sector.
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laxed foreign exchange regulations
have made it somewhat easier for
foreign companies to market directly
to Chinese customers.

A growing number of Chinese
businesses are now licensed to import
both fresh and processed food. Ho-
tels and Friendship stores—among
the first to gain this authority—have
used it to import such products as US
and Australian beef, Del Monte
pineapple juice, and various brands
of wines and spirits. Consumers
willing to spend more money on
higher quality food create an attrac-
tive retail market, especially now that
foreign exchnage is more accessible.
As more and more local entrepre-
neurs respond to consumer demand,
imports of fresh fruits, meats, and
vegetables could grow. Already, cer-
tain special items used in Chinese
cuisine—chicken’s feet and some
processed meats—are being im-
ported for local sale.

Many foreign companies have
taken a long-term approach to the
Chinese market by establishing a
presence through licensing agree-
ments or production joint ventures.
The Coca-Cola Company pioneered
this area, signing its first licensing
deal in 1979. Coke now has 10
bottling plants throughout China.
More recently, companies such as
General Foods Corporation (US)
have entered into joint venture
arrangements to manufacture prod-
ucts for the domestic market. Gen-
eral Foods’ venture with the Guang-
dong Dairy Products Factory,
named the Guangdong Foodstuff
Company, will produce Maxwell
House brand instant coffee for do-
mestic sale. Some output will also be
exported to help balance foreign
exchange expenditures. Other ven-
tures, particularly those in the live-
stock and brewing industries, cur-
rently export their products, but
may turn to domestic sales as the
market matures.

Right now Chinese policymakers
are encouraging dietary diversity by
gradually allowing consumer demand
to have a greater influence on food
and agricultural production. Not-
withstanding a grain failure or hard
currency shortfall, foreign technol-
ogy will be sought to help satisfy the
demands of increasingly sophisti-
cated consumers. As more cracks
appear in China’s iron rice bowl, the
meals within promise greater flavor,
variety, and nutrition. E
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AGRICULTURE AND FOOD PROCESSING CALENDAR

AG CHINA 88/3RD INTL AGRIBUSI-
NESS & FOOD PROCESSING EXHI-
BITION AND CONFERENCE. Novem-
ber 7-11, 1988. Beijing. Exhibits include
small- and large-scale farming equip-
ment, cash crop processing, aquaculture,
dairy and slaughterhouse primary pro-
cessing, seed production, and horticul-
ture. Contact: Carlos Jiminez at Cahners
Exposition Group, 999 Summer Street,
PO. Box 3833, Stamford, CT 06905-
3833 (Tel: 203/352-8451).

CHINA AGRI 89/CHINA'S OFFICIAL
AGRICULTURAL EXHIBITION. May
19-23, 1989. Beijing. Exhibits include
farm and harvesting machinery, agricul-
tural machine parts and processing
equipment, breeding technology, meat
and poultry processing equipment, and
fishing machinery and equipment. Con-
tact: Paul Seline at Asia Marketing Asso-
ciates, P.O. Box 8074, Natick, MA 01760
(Tel: 617/655-4000).

3RD INTL FOOD PROCESSING MA-
CHINERY & EQUIPMENT EXHI-
BITION. June 5-9, 1989. Guangzhou.
Exhibits include food and soft drink
manufacturing equipment, quick-freez-
ing equipment, candy production lines,
food packaging equipment, and testing
instruments used in food processing.
Contact: Guangdong International Trade
& Exhibition Corp. in Guangzhou (Telex:
44476 GITE CN).

CHINA FERTILIZER 89. June 29-July 3,
1989. Beijing. Exhibits include fertilizer
production equipment. Contact: Paul
Seline at Asia Marketing Associates (see
above).

CHINA FOOD PRESERVATION 89.
September, 1989. Beijing. Exhibits in-
clude food preservation and storage
technology, and food additive applica-
tions. Contact: B & I Trade Fairs in Hong
Kong (Telex: 64882 ASIEX HX).

CHINA FARM 89. September 13-16,
1989. Beijing. Exhibits include equip-
ment and technology for intensive animal
production and crop cultivation. Contact:
SKH International Services Ltd. in Hong
Kong (Telex: 89587 SHKIS HX).

IPCONEX FOODFEST 89. November
15-20, 1989. Beijing. Exhibits include
machinery and equipment for food,
pharmaceuticals, and other light industry
processing and packaging. Contact: SHK
International Services Ltd. in Hong Kong
(Telex: 89587 SHKIS HX).

AGRO EXPO CHINA 90/2ND NA-
TIONAL AGRICULTURAL EXHI-
BITION. Spring 1990. Beijing. Exhibits
include agrochemicals, soil conditioning
equipment, harvesting equipment, and
animal nutrition feed. Contact: Ron Akins
at E.J. Krause & Associates, Inc., 3
Bethesda Metro Center, Suite 510, Be-
thesda, MD 20814 (Tel: 301/986-7800).

CHINA

STATISTICS

MONTHLY

\

)
(X7

e

)

THE MOST COMPREHENSIVE AND
UP-TO-DATE ENGLISH-LANGUAGE
SOURCE FOR OFFICIAL STATISTICS
FROM CHINA IS NOW AVAILABLE

China Statistics Monthly is jointly edited and
published by the Chinese Statistical Information
and Consultancy Service Center of the China State
Statistical Bureau and the China Statistics Archives
at the University of lllinois at Chicago. The
information contained in China Statistics Monthly
is collected by the the China Statistical Bureau and
disseminated by the Chinese Statistical Information
and Consultancy Service Center. The inaugural
issue of China Statistics Monthly will include:

Employment and Labor Productivity
Industry and Agriculture

Investment and Construction

Quarterly Financial Data

Foreign Trade and Tourism

Prices, Retail Sales and Household
Consumption

Basic Statistics on Fourteen Coastal Cities
and Special Economic Zones

Qur Charter Subscribers include:
Columbia University

Harvard University

Institute of International Finance
Kamsky Associates

Stanford University

United States Bureau of the Census

Other Data Available

1982 Chinese population census tape (1% sample)
provides data on 2,202,081 households and
9,713,745 individuals in 29 Chinese provinces
and municipalities.

China’s foreign trade data contains information
on the total structure of exports and imports for
China by country, region and classification of
commodities on a quarterly basis.

For more information contact:
China Statistics Archives
University of lllinois at Chicago
1033 West Van Buren Street
Chicago, lllinois 60607-9940
(312) 413-0001
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The Garden Hotel, Guangzhou, is a
five-star hotel that understands
businessmen want much more from
a hotel than business facilities.

And that's why we have the widest
selection of top international class
restaurants in town, including a
totally unique sampan-style restau-
rant where guests .

can sample a fas-

cinating variety of

Southern Chinese

specialities.

Not to mention
outstanding sports
and entertainment
facilities, shopping
arcades and myriad
services.

Of course, we also have an extensive
range of business facilities: business
centre, a special Executive Floor, vast
meeting and conference facilities. And
state-of-the-art communications.

All in an ideal location just minutes

from the city centre and within

easy reach of the railway terminal
and airport.

But the happiest
news of all is that
you won't have to
- 8
‘HJ pay a fortune for

e <l any of it.
e ¢ . P
Which is just part of

=. The Garden Hotel's
attitude to serving

Executive Floor Low guests.

The Garden Hotel, Guangzhou.

Better for business.

For enquiries and reservation,

please contact:

The Peninsula Group Reservation Centre,
Hong Kong. Tel: 3-7321321

The Qarden Hotel, Guangzhou.

Tel: 338989 Telex: 44788 GDHTL CN
Fax: 338989 ext. 3232 Cbl: 4735

YA A
The Garden Hotel

Managed by
The Peninsula Group




A Fast Food Frontier?

The long-term potential is still unknown, but foreign food franchisers are eager

hile the opening of a

new fast food restau-

rant rarely merits a turn

of the head in most
countries, the opening of the world’s
largest Kentucky Fried Chicken res-
taurant in Beijing in November 1987
was widely publicized as a milestone
of sorts. The first franchise to
penetrate China's potentially vast
fast food market, the restaurant also
epitomizes China's continuing inter-
est in Western concepts such as speed
and efhciency.

The substantial presence foreign
fast food has quickly established in
other Asian countries certainly
makes the untapped China market
appear tempting to potential foreign
franchisers. In Japan, for instance,
nearly 1,500 McDonald’s outlets sell
$1.13 billion worth of burgers a
year—and in Taiwan the popularity
of “Golden Arches” fare has been
suggested as the reason for the
current rice surplus. In Hong Kong,
South Korea, and Singapore, many
famous foreign franchises vend a
wide variety of Western-style pizzas,
cookies, hamburgers, ice cream, and
more. Now Beijing boasts its own fast
food with KFC Beijing (see box, p.
30), and the parent corporation,
PepsiCo Inc., is reportedly consider-
ing adding two more restaurants in
Beijing and Shanghai. Another
PepsiCo subsidiary, Pizza Hut Inc.,
announced in September that a joint
venture contract between Hong
Kong's Amit Corporation and the
Beijing International Services Cor-
poration was signed to open a Pizza
Hut restaurant in Beijing by Decem-
ber. A number of Chinese organiza-
tions, many located in Shanghai, have
expressed interest or initiated con-
tact with Western fast food franchises
such as Big Boy, Wendy's, Popeye’s
Famous Fried Chicken, Golden Skil-
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to enter the China market

Ellen E. Chen and Christopher G. Oechsli

let International, Subway, What-A-
Burger, and Arby’s.

While KFC Beijing's continued
popularity indicates that there is
indeed a market for Western-style
fast food in China, assessing con-
sumer demand is only the first step in
determining whether China can re-
alistically be viewed as the next Asian
frontier for franchised fast food
services. Looming large over the
discussion of legal and practical
matters—such as sourcing adequate
food and labor supplies, protecting
trademarks and proprietary technol-
ogy, and balancing foreign ex-
change—is the question of how
franchisers fit into China’s modern-
ization scheme. Is food service fran-
chising a limited novelty, or does it
encompass techniques that China
wants and needs? Will China encour-
age Western investment in fast food
operations as a means of acquiring
technology and know-how, merely
tolerate these activities that provide
employment and food for a privi-
leged few, or restrict the market to
encourage domestic operations?
Only time will tell.

The questionable value of fast
food technology

The issue of foreign food service
technology’s contribution to China is
the first to confront franchisers
during joint venture negotiations.
Assessing the value of capital con-
tributions is a tricky negotiating
point for all Sino—foreign joint ven-
tures, but in a country where West-
ern-style fast food franchises are
rare, the level of consumer demand

Ellen E. Chen is a legal assistant and
Christopher G. Qechsli is an attorney in
the Shanghai office of the San Francisco-
based law firm McCutchen, Doyle,
Brown & Enersen.

and need for their products and
services is completely unknown. Be-
cause establishments such as KFC are
not export-oriented and generally do
not involve advanced technology, the
value of an equity contribution such
as a fast food operations manual is
open to considerable debate. Like-
wise, it may be difficult for a foreign
franchiser to persuade Chinese au-
thorities that technology to be trans-
ferred to a food service outlet will
benefit China’s development by pro-
ducing new products “urgently
needed in China’ or suitable for
export; improving the quality and
level of productivity; or conserving
materials and energy resources, as
required under the 1983 Joint Ven-
ture Regulations.

Last May's State Council decision
to stop or suspend construction of
certain nonproductive ventures such
as luxury hotels and guesthouses may
also present an obstacle to China’s
acquisition of fast food technology.
An official of the Shanghai Foreign
Investment Commission stated in an
interview for this article that the fast
food industry is not encouraged for
foreign investment because it is
domestically oriented and lacks ad-
vanced technology.

A hands-on investment

Unlike typical US franchise ar-
rangements, which involve licensing
trademarks for use in selling prod-
ucts developed by the franchiser,
Sino—foreign food service operations
generally require the foreign party to
make a substantial investment and
assume some degree of control over
day-to-day operations. Therefore,
most foreign companies choose to
establish equity or contractual joint
ventures with Chinese partners
rather than sign simple licensing
agreements. The foreign partner
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contributes the needed technology
and management expertise, and the
associated trademarks may be con-
tributed as equity or separately li-
censed to the venture. The Chinese
partner’s contribution usually in-
cludes cash, site-use rights, labor, and
raw materials.

The Beijing Kentucky Company,
Ltd., for example, is a joint venture
between Kentucky Fried Chicken
Corporation (KFC), which is respon-
sible for managing the venture, and
its two Chinese partners, the Beijing
Corporation of Animal Production,

Processing, IndusF.rIy, and Com- : @ ol £ 4
merce, and the Beijing Travel and C= Hargahou Fieyy
Tourism Corporation. KFC contrib- LTI T T

utes 60 percent of the approximately
$1 million total investment, and the
two Chinese partners contribute 12
percent and 28 percent, respectively.
KFC Beijing's meals, decor, trade-
mark, and image conform to interna-
tional franchise standards down to
the life-sized mannequin of Colonel
Sanders that greets customers at the
door.

Other equity joint venture food
service operations in China include
Windows on the World (Windows),
with branches in Shanghai and
Beijing, and the Shanghai Yan Zhong
Hamburger Restaurant. The two
Windows restaurants are equity joint
ventures between a Hong Kong
partner, Hong Kong China Food
Hospitality and Catering Service, and
two Chinese partners, the China
International Trust and Investment
Corporation (CITIC) in Beijing, and

/] |

the Donghu Holding Group in SN
i oafinF o
Shanghai. Yan Zhong, also known as ’ﬂﬂn PR

the Han BaoBao restaurant, is a
Sino-Filipino cooperative joint ven-
ture between the Philippines’ Great
Harmony Trading Company and the
Yan Zhong Copy Company of Shang-
hai.

China generally does not encour-
age the establishment of wholly
foreign-owned restaurants, but the
Shanghai Express, a restaurant in the
Shanghai Hilton Hotel, is an excep-
tion. The owner is a Hong Kong
registered company, CINDIC Hotel
Investment Co., Ltd., which also
owns 90 percent of the Shanghai
Hilton.

Licensing: a limited option
Potential franchisers may also li-
cense technology and trademarks to a
Chinese food service establishment
instead of investing substantial capi-
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tal or becoming involved in day-to-
day operations. China’s technology
import contract laws impose substan-
tial restrictions on such arrange-
ments, however. For example, li-
censes generally cannot exceed 10
years, and the licensor cannot restrict
the licensee’s use of the technology
after the license expires. The regula-
tions also prohibit the licensor from
requiring the licensee to purchase
raw materials from a specified
source, which adds an element of
uncertainty to the task of maintain-
ing consistent standards and quality
levels throughout the franchise.
While some potential franchisers may
prefer the simplicity of a licensing
deal, generally speaking, pure licens-
ing arrangments in China do not
allow a franchiser sufficient control
to ensure uniformity of product and
service.

Sourcing inputs calls for
creativity

Foreign food service establish-
ments in China encounter special
problems in addition to the usual
concerns such as winning project
approval and balancing foreign ex-
change. Successful fast food opera-
tions require food supplies of consis-
tent size and quantity, along with
highly responsive and efficient per-
sonnel—both of which can be diffi-
cult to source and sustain in China.

Because of China's inconsistent
food distribution network, foreign
food service establishments often
cultivate relationships with local pri-
vate suppliers rather than rely on
State markets, and some go to the
lengths of flying in fresh vegetables
from other parts of China or from
outside the country. Hangzhou's

Have-a-Bite restaurant in the Shan-
gri-la International Hotel and the
Shanghai Hilton’s Shanghai Express
benefit by coordinating orders of
food and utensils with the hotel
kitchen staffs, which can usually
procure items in bulk at better prices
and quality levels than the restau-
rants could on their own. These two
establishments have an additional
advantage in the foreign exchange
balancing act, because the RMB paid
by customers goes to pay for local
labor and supplies, while the parent
companies earn sufficient foreign
exchange to cover the cost of im-
ported items. Thus the restaurants
can offer limited menus composed of
both Western and Chinese items
made principally or entirely from
local sources, along with the ambi-
ance, hardware, and supplies that
only hard currency can buy.
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The Beijing and Shanghai Win-
dows resturants serve Cantonese and
Western dishes that call for ingredi-
ents difficult to source locally, and
accept payment only in foreign ex-
change certificates (FEC) to cover
the cost of monthly supply shipments
from Hong Kong and twice-weekly
shipments of fresh vegetables from
Guangzhou. Dorothy Kwok, the man-
ager of Shanghai Windows, ex-
plained that Windows has a standing
agreement to buy supplies from the
Shanghai branch of the China Na-
tional Cereal, Oil, and Foodstuffs
Import-Export  Corporation
(CEROILS)—a relationship she de-
scribes as “‘unpredictable.’” Although
Windows is not required to buy all
imported products from CEROILS, it
must pay exhorbitant import taxes on
items purchased from other sources.
Items that Windows does buy from
CEROILS must be purchased in bulk
quantities that often exceed the
restaurant’s storage space. Refusing
to buy in bulk may cost Windows the
chance to buy the same products
again. Shanghai Windows also buys
supplies in local private markets
using RMB, which it obtains through
a two-step process: first, FEC profits
are changed into dollars at the Bank
of China. The money then goes to the
Shanghai Foreign Exchange Com-
mission, part of the new network of
currency swap centers. There the
dollars are traded for RMB at a
fluctuating rate, currently around
¥6.8/81. While buying locally gives
the restaurant more purchasing flex-
ibility, the quality in these markets
can be uneven.

The Han BaoBao restaurant sells
Western food, such as hamburgers
and hot dogs, together with such
Chinese items as fried ribs and fish,
and fried rice and noodles with beef
or chicken. Han BaoBao's Filipino
partner contributes the recipes,
know-how, and managerial expertise,
while the Chinese partner is responsi-
ble for sourcing raw materials. Gen-
eral Manager Tony Yang finds that
the Chinese partner’s connections
ensure adequate supplies and quality
of the necessary inputs, which come
from three different local suppliers.

Serving with a smile

Labor is among the most problem-
atic and frustrating issues facing
foreign investors in China’s restau-
rant industry. In addition to the
standard problems involved in hiring

Photo courtesy of Xinkua News Agency

Chinese food service establishments may take away from Western fast food franchises the
technology to prepare and serve inexpensive meals quickly and efficiently.

and training a capable staff, fast food
restaurants must operate at a level of
speed and efficiency that is far above
the standards of China’s nascent
service industries. Although they
decline to be identified, several fast
food managers in China have re-
ported problems with some workers
who did not adapt well to the high-
pressure environment. Hotel restau-
rants generally provide extensive
training in efficiency and customer
service to restaurant employees, and
these issues will probably continue to
require attention from foreign fran-
chisers for some time.

From dinners to dollars

The problem of balancing foreign
exchange takes on a heightened
significance for fast food franchises,
for which volume and speed are the
essential elements of success. The
product must be affordable and in
constant demand—but in China
most potential customers have only
nonconvertible currency at their dis-
posal. How then to make a profit?

In addition to using the foreign
currency swap centers increasingly
popular among foreign joint ven-
tures, fast food establishments are
also using RMB profits to purchase
local goods for export or for use in
the venture. KFC Beijing, which
reportedly reaps up to 90 percent of
its profits in RMB, plans to use the
earnings to buy Chinese shortenings
and uniforms for other overseas
operations. KFC Beijing's status as a
China flagship of a global conglomer-
ate, however, allows it to draw on
more resources than smaller fast
food operations like Han BaoBao,
which is more oriented toward quick
repatriation of foreign exchange.
The restaurant was set up primarily
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to generate RMB to finance counter-
trade activities, such as the purchase
of light industrial goods for export to
the Philippines. This strategy has
worked successfully for Han
BaoBao's foreign owners—but most
large food franchise operations are
generally not interested in counter-
trade activities unless they can source
local supplies for use in other fran-
chise outlets. In China, available
products include uniforms, promo-
tional games and toys, industrial
kitchen supplies, and a few food
products such as lard.

Meals and modernization

The balancing success of Han
BaoBao and the continued popular-
ity of KFC Beijing may give encour-
aging signs to potential fast food
franchisers—but fundamental ques-
tions still remain about the long-term
market. What is the true extent of
demand for Western-style fast food in
China? How interested are the Chi-
nese in acquiring fast food manage-
ment expertise? Is the door wide
open to any and all potential fran-
chisers—or will China allow access
only to famous international chains
to give a modern gloss to its major
cities? The answers to these questions
will emerge only after thousands of
thighs and fries have been eaten—
but for now, despite scrutiny from
export-oriented, high-technology-
conscious officials, foreign franchis-
ers continue to receive some encour-
agement for developing their
products and services in China. The
door for franchisers is ajar; which
way it swings will depend on which
way political and economic winds
blow. Meanwhile, Chinese consumers
are licking their fingers and enjoyin

=

the early pickings. %
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The Mixed Blessings
of Agricultural Reform

China’s agricultural reforms have brought more food to the table and prosperity
to the farmer. But many farmers are finding that reforms have a down side, too.

uring the past decade,

China’s agricultural sys-

tem has been rapidly

transformed from com-
mune-based subsistence farming to
an increasingly monetized and mar-
ket-oriented system in which the
majority of farmers are diversifying
their cultivation for profit. Univer-
sally hailed as successful, agricultural
policies of the past 10 years have
stimulated production and raised the
quality and variety of food through-
out the country. Distribution systems
have also improved markedly, allow-
ing tropical fruit from steamy
Guangdong to make its way more
easily to workers’ tables in northeast
China and lamb and melons from
China’s far northwest to reach the
east and so on.

People throughout China have
benefited from these changes, but
perhaps the greatest beneficiaries
have been the 800 million rural
residents, and particularly the 300
million farmers who are increasingly
free 1o choose what to grow, how
much to grow, and where to market
it. For most of this decade, the
standard of living of China’s farmers
has been rising faster than that of the
population at large, and the brick

homes and semi-private plots of

wealthy farmers have aroused the
envy of many an urban worker.

The price of success

Despite the encouraging progress,
1988 has been a turbulent year for
China’s agricultural reforms and for
China’s farmers. The gradual freeing
of agricultural prices, begun in 1986
and now at a crucial stage, became an
issue of growing concern as prices
shot upward in recent months, erod-
ing the buying power of China’s
consumers. Between April 1987 and
April 1988, the price of pork, which
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accounts for more than 90 percent of
the meat in the Chinese diet, rose on
average 56 percent, while the cost of
beef and eggs rose 38 and 30
percent, respectively. The retail price
index for agricultural commodities
officially rose 19 percent between
June 1987 and June 1988—a shock
to consumers lulled by decades of
virtually unchanged prices. Some
foreign experts estimate that infla-
tion actually reached 30-40 percent
through the 1988 summer months,
compared to just 2.5 percent a year
from 1980 to 1984, and 7.5 percent
from 1985 to 1987,

Not surprisingly, many consumers
panicked last summer. Government
moves to allow higher retail prices
for pork, sugar, eggs, and vegetables
were quickly followed by buying
sprees, profiteering, and hoarding,
and cities around the country began
to institute local rationing to guaran-
tee supplies of staple foods. These
problems, coupled with uncontrolled
price increases for other consumer
goods, led the State Council to
announce in late August that the
government would hold major agri-
cultural and consumer commodity
prices relatively steady for the rest of
this year and next year. Backing away
from this year's earlier plans to
accelerate price reform, the govern-
ment decided to continue subsidizing
basic food prices and pledged to
ensure ample supplies of low-cost
meat and vegetables to urban areas.

The rural squeeze

But while these moves may have
left urban consumers breathing a
sigh of relief, China's food producers

Roseanne E. Freese, formerly the Beijing
representative of a US company engaged
in establishing agricultural projects in
China, is now working in California.

have been left to deal with a half-
reformed, multitiered pricing system
that can have a capricious impact on
their livelihood. In urban areas, the
retail prices of essential agricultural
commodities such as grains, cotton,
and edible oils, are still directly
controlled by central and local gov-
ernments. These commodities are
bought from farmers by the State at
fixed, low prices. The prices of
intermediate commodities such as
fertilizer are allowed to float within a
range negotiated between farmers
and State procurement agencies.
Finally, many locally produced non-
essentials such as soft drinks and
snacks can now be priced according
to market demand without any gov-
ernment involvement. Above-quota
amounts of these two categories of
goods can also be sold at free-market
prices. The unprocessed or semi-
processed basic commodities whose
prices continue to be set by the State
make up the bulk of China’s agricul-
tural produce.

To complicate matters further,
most goods are produced using
inputs from all three categories and
are sold under both the free and
fixed price systems. For example, in
1985 fertilizer cost ¥630 per tonne at
the State price, and ¥930 per tonne
at the floating, discretionary price.
By 1988 the State price had risen 27
percent to ¥800 per tonne, while the
discretionary price had soared nearly
55 percent to ¥1,437 per tonne.
Many farmers who had to buy fertil-
izer on the free market found them-
selves paying 80 percent more than
those who were allocated State-
controlled supplies. Some farmers
receive fertilizer from the State as
payment for produce, but this is
often delivered after spring plowing
is over, or is not of the type or quality
that the farmer needs.
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Phaoto courtesy of Xinhua News Agency

China’s farmers are discouraged from investing in improvements for their small plots by
credit-tightening policies and diminishing State subsidies.

With most goods still subject to at
least indirect State control, some
farmers believe that the new contract
system, which involves a somewhat
arbitrary assessment of prices, is not
much better than the old system in
which all prices were fixed by the
State. Stll bound to fulfill State
production quotas, some farmers
complain that while in theory they
should be able to sell their remaining
output at free prices, in reality local
governments often illegally interfere
and prohibit them from selling on the
free market in an attempt to corner
the market themselves or to
comandeer the goods for bribes and
kickbacks.

This complex pricing system was
designed to use price as a double-
edged sword that stimulates produc-
tion in some areas of the agricultural
economy and cools down consump-
tion in others, controlling inflation
on the one hand, but preventing
prices from rising to truly reflect
local supply and demand on the
other. Farmers are often trapped
between the high cost of needed
inputs, including fertilizer, pesti-
cides, fuel, and farm tools, and the
low State-set prices that they receive
for their produce. Many respond by
growing more sideline crops, which
fetch higher prices. But in doing so
they also run the risk of major losses,
since there is no longer a guaranteed
buyer for such produce. Moreover,
the resulting decline in grain produc-
tion has alarmed planners, who
increased grain planting quotas and
raised grain procurement prices last
spring to ensure that more grain will
be produced this year.

Shouldering a growing burden

The days when urban workers

envied farmers their profit-making
opportunities under agricultural re-
forms may be vanishing. The late-
summer decision to slow down price
reform effectively put a cap on
farmers’ incomes, although the in-
come of workers in the many new
rural industries and in urban areas
will continue to rise. Moreover,
urban workers will receive State
subsidies to help them cope with the
higher food prices, while farmers will
not. As a result, many farmers are
now leaving the land to look for work
in rural industry or in already over-
crowded cities. Others are taking
their children out of school to
provide extra help in the fields. In
the long run, neither course of action
will help the farmer—or the national
economy.

The farmers that choose to stay on
their land are being urged to increase
their investment in agricultural infra-
structure, although they receive little
incentive to do so. Before 1980, the
State spent almost 12 percent of its
capital construction budget on agri-
culture projects, but in recent years
this amount has dropped to just over
3 percent. The government expects
individual farmers to begin taking up
the slack, but farmers now have less
money to invest and few legal guaran-
tees that the government won’t turn
around and take their land away from
them. Moreover, the average Chinese
family cultivates only 0.6 hectares, or
about 1.5 acres of land. This is far
less than the 100 or more acres that
an average American farmer tills,
substantially limiting the investment
drive of individual farmers.

Although the government wants to
encourage agricultural investment,
its policies do not always support this
goal. Loans from the local branch of

the Agricultural Bank of China and
the Bank of China are becoming
increasingly difficult for farmers to
obtain, as tighter credit policies
instituted to dampen inflation are
reducing available funds. Further,
many financial institutions prefer to
lend their limited funds to more
profitable local light industrial or
export-oriented ventures, rather
than to agricultural projects.

The government’s
heavy hand

Government inefficiencies and in-
consistent policy implementation of-
ten compound the farmers' woes.
Provincial leaders, untutored in the
concepts of economic specialization
and the benefits of unrestrained
commerce, frequently seek to guar-
antee local self-sufficiency by forbid-
ding certain farm products from
being traded across provincial bor-
ders. Farmers in Hebei, for instance,
are forbidden to sell their extra hogs
to wealthy Beijing consumers that
live nearby. Farmers in counties on
China’s national borders must apply
for special local and provincial ap-
proval before they can export even
relatively small orders of goods to
neighboring countries like the Soviet
Union and Pakistan, which may be
only a few miles away.

Government policies concerning
agricultural taxes, purchases, and
subsidies are often viewed by farmers
as unreliable. State grain purchasing
prices may be suddenly raised or
lowered after “‘contracts’’ have been
signed. Many county taxation poli-
cies fluctuate between taxing in kind
and taxing in cash, so farmers are
sometimes paid in cash and some-
times with subsidized fuel, fertilizer,
and oil supplies. The bureaucracies
that distribute these supplies are so
vast that one county had to mobilize
11,000 people to distribute the
subsidies while each farmer had to
apply for eight stamps, three permits,
and four seals in order to receive
them.

Situations like the cover-up of an
incident last spring in which Beijing
railway workers held farmers from
Guangdong captive for three days
while stealing their boxcars of water-
melon have contributed to a growing
mistrust between farmers and gov-
ernment officials. Peasant’s Daily has
begun publishing photos of corrupt
policemen, in addition to printing
extensively documented descriptions
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of destruction of farmland and live-
stock from industrial pollution and
cases of wunabashed bribery and
malfeasance of officials toward farm-
ers. Ac (-ording to !’Pr;pif"ﬁ Daily,
almost half of the farmers inter-
viewed in a recent survey claimed
that rural officials ““abuise power in
their " tdon't follow
the Party's rural policy,” and ‘‘are
only interested in how to enrich
themselves.”

own interests,

Problems for foreign agribusiness

Agricultural reforms also pose
some problems for foreign firms.
Rising agricultural prices are cutting
into the profits of commodity traders
that source in China. Meanwhile,
food production joint ventures are
being hurt by the high price of sugar
and other inputs and plagued by
shortages of basic commodities that
are compounded by organizational,
technical, and regulatory obstacles.
For example, intercounty and
interprovincial marketing of prod-
ucts such as meat and grain by private
entities is frequently considered to be
speculation in China, and thus illegal.
As a result, joint venture managers
trying to develop supplies of special-

P.R.C. Business Firms in Hong Kong
and Macau: The first annual directory of
mainland Chinese affiliated business en-
tities in Hong Kong and Macau is schedul-
ed for release in January 1988. Some 500
entries have been compiled in a
cooperative publishing venture between
the U.S. & Foreign Commercial Service
of the U.S. Consulate General in Hong
Kong and The American Chamber of
Commerce in Hong Kong.

A team of U.S. government staff members
and business people active in China and
on the executive committee of AmCham
HK’s 600-member strong China Commer-
cial Relations Committee spent months
compiling and checking listings.

There are three major categories of
listings: geographic distinction, which in-
dicates national, provincial and urban cor-
porations of China; generic distinction,
which covers six major industrial or
service categories specifically — Banking
& Finance, Insurance, Oil Companies,
Shipping Agents, Travel Services,
Publishing and News Media; Holding/
Parent firms, those with extensive sub-
sidiary networks. Chinese names of firms

ized products from different parts of
the country face numerous road-
blocks.

The scale of agricultural projects
in China is another problem. Most
projects are either too small (less
than $1 million) to interest foreign
investors or of such vast proportions
(tens of millions of dollars) that the
steady supply of inputs—such as
10,000 head of cattle per month—is
almost impossible to obtain at any
price, much less process and ship
according to international standards
of freshness and sanitation.

Mixed blessings of reform

The picture for farmers is not all
bleak this year. Certain agricultural
reforms, including improvements in
transportation, distribution, and
marketing systems, should continue
to move forward. But a truly market-
oriented agricultural economy is still
many vyears down the road, and
additional gains in output and pro-
ductivity will grow ever more difficult
to achieve. Between 1978, when
agricultural reforms were initiated,
and 1984, agricultural output grew
by an average of over 9 percent a
year. Now that the effects of remov-

are given in a separate appendix. Price
US$37. (includes airmail postage).

China Commercial Relations Directory:
Now in its eighth year as the prime source
of information about AmCham Hong
Kong's leading China trade and trade
service companies. This biennial publica-
tion contains over 230 company listings
and a separate Products & Services
directory to the companies. Price: US$20.
(includes airmail postage).

Checks for the books should be made
payable to The American Chamber of
Commerce in Hong Kong and sent with
orders to the attention of the Publica-
tions Manager, Room 1030, Swire House,
Central, Hong Kong.

AmCham Hong Kong Offers Two New Titles

ing the greatest inefficiencies in the
system have been felt, this rate has
slowed to 3 percent a year since
1985.

Faced with growing consumer dis-
content and rising corruption fueled
by the large price discrepancies in
rural markets, leaders believed they
had little choice but to replace their
full-speed-ahead approach with a
slower and more deliberate strategy.
Caught between the government's
desire to control prices in order to
guarantee cheap food supplies and
its need to allow prices to rise to
stimulate agricultural investment and
production, farmers are finding it
increasingly difficult to deliver what
is expected of them without suffering
in the process.

While the current slowdown of
reforms was necessary from the
leadership’s point of view, these
leaders have acknowledged that they
do not want, and cannot afford, to
hold back progress for too long. The
challenge ahead lies in finding a
middle road that will allow market-
oriented reforms to proceed without
tipping the delicate balance between
the needs of China’s consumers and

ks
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With more responsibility than ever before, 436 managers identify the
skills they meed to succeed on the job

Career and Education Patterns
of Chinese Managers

s Chinese manufacturing
enterprises take on more
responsibility for their
profits and losses under
reform, the role of managers is on
the rise. Middle managers—those
below the top director level who

generally surpervise all aspects of

operations—are finding that increas-
ing accountability and competitive-

ness are altering their conceptions of

skills and training needed to manage
successfully.

A recent survey of 436 Chinese
managers (282 men, 150 women, and
four of unidentified gender) in 31
manufacturing industries ranging
from textiles to automotives assessed
their education and training levels
and gauged their opinions on the
types of skills and preparation that
were most valuable on their career
paths. Some 35.5 percent classify
their jobs as involving general man-
agement/administration; 18.2 per-
cent are in production/operations;
12.6 percent in personnel/labor rela-
tions; 10.9 percent in marketing/
sales; 10.3 percent in finance/ac-
counting; 4.5 percent in politics/
ideology; 3.6 percent in computer/
information systems; 2.8 percent in
research and development; and 1.7
percent in law.

While the Chinese bureaucratic
structure stifles Chinese managers’
aspirations to the executive titles
enjoyed by their US and Asian
counterparts, they do share a desire
to reach positions of leadership and
make significant contributions to
their enterprises and to their coun-
try.

Long hours, many tasks

In addition to overseeing produc-
tion operations and other standard
managerial tasks, Chinese managers
spend considerable time working on
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Herbert W. Hildebrandt and Jinyun Liu

employee welfare issues such as
housing, children’s educational ar-
rangements, and ration coupon allo-
cation. In addition, the political and
ideological issues that are considered
an essential part of factory opera-
tions require periodic meetings for
both managers and staff.

To fulfill these duties, Chinese
middle managers put in an average of
52.3 hours per week, slightly above
the required 48-hour, 6-day work
week. Working an extra day is just
part of the reason for exceeding the
48.6 hour average of their American
managerial counterparts. Since Chi-
nese factories tend to be less mecha-
nized than those in more advanced
industrial countries, more man-
hours are required to achieve similar
levels of productivity. Chronic distri-
bution and communications inefh-
ciencies and other production bottle-
necks also increase the time and
managerial intervention needed to
accomplish a given task.

Many Chinese managers appear to
function primarily as conduits of
information rather than as participa-
tive decision-makers. As an indica-
tion of this fundamental difference
from their US and Asian counter-
parts, Chinese managers ranked busi-
ness communication dead last on a
list of recommended courses of
study—while US and Asian managers
generally rate oral communication as
the most important area to study.

In China, most of the debate
concerning the functions of an enter-
prise takes place among provincial-

Herbert W. Hildebrandt is a professor of

business administration and communica-
tions al the School of Business Adminis-
tration at the University of Michigan.
Jinyun Liuisa doctoral candidate in the
Department of Sociology at the same
university.

or ministerial-level planners, who
then “‘recommend’” to an enterprise
the direction it should take. By the
time a directive reaches the opera-
tional level within a factory, it has
been generally accepted and requires
little substantive discussion by those
who will actually carry it out.

When meetings do take place
within an enterprise, they rarely
feature interruptions, questions, or
opposing views of set presentations.
While a topic is under discussion,
formal communication patterns
emphasizing consensus and
heirarchy predetermine who will
speak and how much influence their
words will carry. Opinions are often
offered in the form of prepared
speeches, and the meeting ends when
the senior member of the group
offers his or her opinion on the
matter, which is followed by nonver-
bal reactions such as head nodding or
short oral affirmations from certain
participants.

Varied career paths

Most managers in this survey be-
gan their careers in the area of
production/operations, as might be
expected of manufacturing indus-
tries. They then moved into general
management/administration  posi-
tions, most often after a period of
one to five years. Promotions and
movements laterally or vertically
come slowly due to limited job
mobility and the strong Chinese
tradition of seniority. Some 27.4
percent of the managers in this study
spent 15 or more years in their
previous position; 13.8 percent spent
11 to 15 years; and 10.7 percent
spent 6 to 10 years. By contrast, only
6.9 percent of a comparable group of
Asian managers stayed in their previ-
ous position 15 or more years (see
chart).
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6-10
years

The managers in the survey sug-
gested that two career paths—gen-
eral  management/administration
and politics/ideology—helped them
climb more quickly to the top of an
enterprise. Production/operation
and marketing/sales are ranked the
second best route.

Jumping to a different enterprise
to accelerate an ascent is not a viable
tactic. Just over a quarter of the
managers surveyed had spent more
than 21 years working at the same
enterprise. By contrast, only 2.8
percent of Asians and 14.7 percent
of US managers had been with a
company over 21 years. And as an
illustration of the lack of both
personal and career mobility, 95
percent of the 141 Chinese managers
surveyed who work in Beijing were
also born there. Central government
planning, migration policies, and a
factory’s desire to hang onto skilled
labor thus constitute significant ex-
ternal constraints on a manager'’s
career.

Rising educational levels

As a group, managers do not rank
as one of the more highly educated
groups in the Chinese population. In
this survey 27.6 percent of the
Chinese managers held the equiva-
lent of an undergraduate degree,

many in engineering (see chart). Of

the managers who had been with an
enterprise more than 25 years, 20
percent had a college degree. By
contrast, 51.4 percent of the manag-
ers who had been with an enterprise
from one to five years (with an
average age of 30.6 vyears) had

obtained an undergraduate degree.
The younger managers tend to have a
higher level of education, but very
few have graduate-level training.
The results of China’s third na-
tional census published in 1986
reported that members of the cate-
gory of “managers of enterprises,
institutions, and related working
units’ held just 8 percent of all
college degrees. This contrasts with
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29.8 percent for teachers and profes-
sors; 28.2 percent for engineers;
10.5 percent for doctors and health
technicians; and 4.1 percent for
administrative staff.

China is trying to raise the quality
of enterprise managers both by
attracting new employees with higher
education levels and by providing
management seminars and special-
ized training courses for existing
managers. One specific way in which
China might raise the number of
middle-level managers with post-
graduate degrees from the .7 percent
survey level is by bringing some of
the many Chinese studying manage-
ment and business administration
abroad into Chinese enterprises (see
p- 38).

Wanted: basic business skills
Today’s managers have definite
ideas about the best educational
preparation for a management ca-
reer. At the undergraduate level,
60.4 percent recommend majoring
in business administration. They em-
phasize first improving overall mana-
gerial skills, then turning to special-
ized areas such as marketing and
sales. Accounting, personnel rela-
tions, and international business are
also deemed useful majors. At the
graduate level, however, an over-

. Chinese
D Asian
| NVRY
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graduate  graduate
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whelming majority—87.3 percent—
recommend business administration.
Science and mathematics finish a
distant second with 6.8 percent.
When rating specific courses rele-
vant to management, these managers
place finance and marketing at the
top of the list. As Chinese managers
receive more responsibility for prof-
its and losses, they are finding that
finance courses provide an essential
foundation for decision-making.

Sales and marketing skills were not of

great importance when China’s econ-
omy was tightly controlled at the
center, but in today’s more competi-
tive and export-oriented environ-
ment, managers have learned to
value competence in these areas.

This practical bent affects manag-
ers’ view of overall career patterns as
well. When asked where they would
begin their careers if they had the
option to start over again, nearly
one-third of the managers chose
management/administration, areas
where few initially began. Citing the
importance of new technologies, an-
other 13.5 percent opted for training
in computer/information systems.

Changes could provide choices

Recent changes in the job assign-
ment and labor contract system may
allow today's managers more flexibil-
ity in attracting workers who have
the skills and qualifications to help
them become the managers of tomor-
row.

At a January 1988 meeting, the
State Education Commission (SEC)
adopted a new policy to begin in
1993 under which the SEC will
provide enterprises with information
on college students in response to
employer requests. Students will be
able to apply for jobs that match their
skills. A factory should thus be able to
attract graduates specifically inter-
ested in their field of production,
and candidates can be screened
through a review process.

The gradual introduction of indi-
vidual employment contracts be-
tween workers and factories should
also help create an increasingly mo-
bile labor pool, which could allow
factories more choice in hiring man-
agers as well as workers.

China’s economic leaders appear
to have realized that improving the

level of education and training of

enterprise managers will increase
productivity. Recent changes in gen-
eral employment policies and en-
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hanced training efforts directed at
current managers should gradually
help make up the shortcomings of
today’s managerial corps. Tomor-

row’s more competent managers will
be able 1o take on even more
responsibility for guiding their enter-
prises to top competitive levels. 7.

Finding jobs that use their skills tests the
creativity and perseverance of Chinese MBA

graduates

The Managerial Elite

Lisa Jacobson Treacy

nderstanding how Western
management techniques
can be applied in China is
critical as the country con-
tinues on the path of economic
growth and modernization. Until
recently, however, few Chinese had
any exposure to Western manage-
ment skills and practices. In an
attempt to close this gap quickly,
China has invited numerous academ-
ics, consultants, and businesspeople
to China to give advice on doing
business ‘‘capitalist style.” At the
same time, a growing number of
managers, technicians, and students
are pursuing master’s degrees in
business administration (MBA) in
programs at home and abroad.
Pinning down the total number of
Chinese MBA holders in China today
is difficult, but one unofhcial esti-
mate puts the number at 200-300. A
profile of these people presents a
fairly uniform picture: most are
males between 30 and 40 years old
with engineering backgrounds. The
majority are chosen to pursue an
MBA because they demonstrate
strong leadership skills. Communist
Party membership is not a prereq-
uisite.

MBA programs in China

China is tapping a wide variety of

Lisa facobson Treacy, a 1988 summer
intern at the US-China Business Coun-
cil, is currently pursuing a master’s
degree in applied anthropology at Ameri-
can University.

resources in the drive to train better
managers to Support economic re-
form. Some MBA candidates are sent
to study abroad through exchange
programs or independent financing.
Others participate in the small num-
ber of formal programs offered in
conjunction with Western institu-
tions in China. In these programs,
students follow a generalized course
of instruction that includes market-
ing, finance, accounting, and human
resource management. After study-
ing for two years in China with
foreign and Chinese professors, stu-
dents are required to spend time
working for companies abroad in
order to gain firsthand knowledge of
Western business practices.

The larger programs of this type
include the Dalian-based school
sponsored by the State University of
New York at Buffalo (SUNYAB), the
Tianjin-based Oklahoma City Univer-
sity (OCU) program, and the Beijing-
based China European Community
Management Program (CEMP). The
oldest of the three, the SUNYAB
program, is jointly sponsored by the
United States Department of Com-
merce (DOC) and the Commission on
Restructuring the Economy of the
People’'s Republic of China. Both the
SUNYAB and OCU (which also offers
a masters degree in accounting)
programs enroll an average of 45
MBA students each year and bring
their MBA graduates to the United
States for practical training.

The US training has two pur-
poses—ito test the students’ business
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Xinhua, the official news agency of the People’s Republic of China and SOUTH magazine,
the international business monthly specialising in the developing countries, are co-publishers
of a brand new monthly business magazine in Chinese.

“Jingji Shijie”, or Business World, is a first in China. It combines two different editorial
elements: a selection of articles from SOUTH translated into Chinese together with articles
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international trade — a unique mix.
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management skills, and to contribute
to a project of value to the host
company. Projects are usually related
to China and encompass market
studies and strategic planning de-
signed to improve the company’s
performance in China. Students and
companies are matched according to
their backgrounds, skills, and inter-
ests. Companies that have hosted
SUNYAB students include BP, Occi-
dental Chemicals, Union Carbide,
Ingersoll-Rand, and Marine Mid-
land.

Alternative sources
of training

In addition to the jointly adminis-
tered MBA programs, a number of
management institutes teach a vari-
ety of nondegree courses in such
subjects as marketing, international
marketing, new product develop-
ment, consumer behavior, and the
principles of management. Instruc-
tion also focuses on providing solu-
tions for participants’ on-the-job
problems. These management insti-
tutes offer several advantages over
the formal MBA programs. Students
spend less time away from their jobs,
and many of the course offerings are
more immediately useful and practi-
cal—and thus more attractive to the
students and their bosses.

One of the oldest and largest of
these programs is offered by the
National Center for Industrial Sci-
ence and Technology Management
Development at the Dalian Univer-
sity of Science and Technology, a
program partally financed by the
DOC. Another large program, the
China Enterprise Management
Training Center in Chengdu, is a

Jjoint project of China’s Ministry of

Foreign Fconomic Relations and
Trade, the State Economic Commis-
sion, and the Canadian Development
Agency. Other joint efforts include
the Columbia University Business
School’s cooperation with the Uni-
versity of International Business and
Economics in Beijing to establish an
executive program on joint venture
management, the World Bank-spon-
sored management courses at train-
ing centers in Beijing and Shanghai,

Japan’s center in Tianjin, and West

Germany's program in Shanghai.
Most recently China established the
Eastern Advanced Institute of Man-
agement and Decision Sciences in
Beijing, which awards advanced de-
grees in development strategy and

industrial enterprise management.

Graduates’ skills
underutilized

A study recently published by the
Committee on Scholarly Communi-
cations with the People’s Republic of
China (CSCPRC) indicates that inde-
pendently financed Chinese students
in the United States are three times
as likely as officially sponsored stu-
dents to study business administra-
tion. While this data may indicate
that acquiring Western management
skills is not yet seen as a priority by
Chinese planners, it may also reflect
insufficient knowledge about how
these skills may be applied and the
difficulties China has had in placing
and utilizing MBA holders. In theory,
as the responsibility system places
greater decision-making power in the
hands of managers, China should
shift away from the concept of
enterprise management by commit-
tee. MBA graduates could in turn
play a vital role by assisting their work
unit in such activities as joint venture
projects and international trade. In
practice, however, China’s shift to a
competitive commodity economy run
by aggressive middle-level managers
has been slow. The way in which MBA
graduates are being utilized high-
lights the disparity between theory
and reality.

An article published in China Youth
News at the end of 1987 charged that
bureaucracy and poor personnel
selection were squandering the tal-
ents of China’s expensively trained
management specialists. The paper
surveyed 37 MBA holders who esti-
mated that only about 30 percent of
their newly acquired skills were being
utilized in their current posts. In
particular, graduates complained of
being assigned jobs that did not
engage their MBA skills at all, and of
facing overarching resistance to any
innovation that they tried to intro-
duce to improve productivity.

In an informal survey of 14 MBA
holders who had some training in the
United States, The CBR also found
inappropriate job placement and
underutilized skills to be the most
common complaints. A typical exam-
ple is Huang Tian, one of the first
graduates of the SUNYAB program in
December 1986, who was assigned as
a teacher in his original work unit—a
position that gave him little opportu-
nity to use his new knowledge. After
teaching for over a year-and-a-half,
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Huang was recently promoted to
chief of the Foreign Trade Section
within the Management Department
of the Qingdao Express Company,
but he still feels his MBA skills are
utilized “only a little” and that he
gets little official encouragement to
apply them.

Several MBA holders pointed out
another aspect of this dilemma. One
commented, "“'my boss expects me to
utilize my MBA skills, but my job
responsibility and authority do not
permit me to do so.”” Another added,
“since some leaders do not under-
stand the real meaning of an MBA|
they pay little attention to [which are
the best jobs] to assign MBA hold-

ers.”

Resistance to innovation

Even MBA graduates who secure
positions that could theoretically
take advantage of their skills face
problems implementing new ideas.
Higher-level managers often do not
understand the principles of Western
management. One MBA holder says,
for example, "I have neither met
with obstruction nor received en-

couragement to utilize my MBA
skills. The key point is that few
managers and colleagues understand
what I am saying.”

In China, most jobs have tradition-
ally not required managerial tech-
niques—a frustration to returning
MBAs. Take, for example, the case of
Gao Peiye, who received an MBA in
1986. Gao has since served as an
officer in the enterprise administra-
tion department of the Jilin Telecom-
munications and Post Administration
Bureau, as an officer in the enter-
prise administration department of
the Changchun City Telecommunica-
tions Ofhce, as an intern in the
accounting section of the business
department of the People’'s Con-
struction Bank of China, Shenzhen
Branch, and currently as section
chief of the bank’s foreign exchange
section. Despite this unusual degree
of job mobility and apparent suitabil-
ity of several positions, Gao com-
plains that his MBA skills are not
being fully utilized.

Many MBA holders who feel their

training is being wasted express the
desire to find employment in joint

ventures, where foreign management
would presumably be more apprecia-
tive of their contributions. But secur-
ing a transfer to another work unit
involves overcoming a series of hur-
dles.

Transferring to suitable jobs can
be difficult . . .

China’s MBA trainees return from
their studies with expectations of
finding highly responsible and hon-
orable positions, but they are often
placed in inappropriate and frustrat-
ing jobs from which it is dithcult to
resign. One of the causes of im-
proper job assignments is a general
lack of knowledge on the part of
many bureaucrats about the sub-
stance of an MBA education. But a
more fundamental weakness is the
highly structured employment sys-
tem itself.

Skilled labor—particularly trained
managers—are few and far between
in China, so work units are often
reluctant to let go of those they have.
In order to transfer from one work
unit to another, employees must first
make a formal application. The work
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unit then decides whether or not to
give permission for the worker’s
personnel file to be released to the
new unit. By withholding this file, an
unyielding boss can easily block a
transfer application. In addition, if a
company wants to hire an applicant
from outside the province, the com-
pany must secure permission from
the potential employee’s provincial
government. If the company is in the
same province but a different city,
the candidate’s muncipal govern-
ment must give permission for the
intercity transfer.

Many of the MBA graduates re-
ported problems in obtaining trans-
fer approval. One expressed his
desire to find a more challenging
position but admitted that he will
first need ‘‘some lead members to
deal with my school leader to allow
me to leave.” Another received job
offers from several joint ventures,
but the combination of paperwork
and the views of some leaders stood
in the way of his transfer. One
comment about the difhiculties of
securing a transfer was particularly
succinct: ““my unit takes me as its own
property.”

Xu Jixin, who received an MBA in
1987 and returned to the Ministry of
Textile Industry, is up against similar
contraints. As an engineer, he uses
few of his MBA skills except for his
English. Xu has been able to intro-
duce some new ideas on an informal
basis, and he has good prospects for
promotion, but would still prefer to
switch from the ministerial bureau-
cracy to a working enterprise. The
head of his department has already
refused several such requests, and
Xu thinks that a company wishing to
hire him “will have to pay money to
the ministry™ to gain his release. As a
ministerial employee, Xu must also
receive approval from the central
Ministry of Labor and Personnel
before his transfer could take effect.
Another MBA holder employed by a
ministry is similarly trapped, but
hopes that as his ministry undergoes
reorganization and staff cuts in the
near future he will be able to shift to
another company—perhaps even a
foreign one.

. . . and time-consuming

The time required for job transfer
approval to wend its way through the
bureaucracy can also affect the
chance to change jobs. After gradu-
ating from an MBA program, Zhang
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Xuchao returned to the Capital
Construction Bureau at the Ministry
of Coal Industry, which had financed
his degree. Although he was recently
able to switch to a position as deputy
director of the International Cooper-
ation Department for the State En-
ergy Investment Corporation earlier
this year, Zhang was forced to pass up

an offer to become vice president of

the Chinese side of a joint venture
with Occidental Petroleum because
approval for the transfer did not
come through in time.

MBA graduates who do not return
to their work units have a much

FEven MBA graduates who
secure positions that could
theoretically take advantage
of their skills face problems
implementing  new ideas.
Higher-level managers who
do not understand the princi-
ples of Western management
often resist innovation.

greater degree of job mobility than
those who do, but they still face
difficulties. To obtain jobs that utilize
their skills, free agents need only
send out their resume for consider-
ation. However, if the applicant is
accepted and the transfer is made,
the new employee may again run into
problems getting his personnel file
from the original work unit.

In response to publicity given to
the problems associated with the
placement and utilization of West-
ern-trained graduates, some urban
centers have launched employment
consultation services and held per-
sonnel exchange conferences. And a
new law instructs employers not to
prevent employees who wish to trans-
fer to foreign enterprises from doing
50, but this measure will only affect a
small number of people even if it is
obeyed.

Modernization may expand
MBAs’ role

Clearly, there is a significant gap
between the rhetoric of a govern-
ment eager to modernize and the
reality of MBA holders’ role. There
appears to have been little progress
in correcting this problem, as today’s
students continue to face the same
types of problems the earliest gradu-
ates encountered. But those MBA
graduates surveyed by The CBR seem
generally optimistic that the situation
will improve.

Zhang Xuchao notes that many
Chinese leaders still make decisions
subjectively. As reforms proceed,
however, MBA holders should in-
creasingly participate in strategic
decision-making. Similarly, another
graduate adds that **China business is
more backward in management than
in science and technology . .. more
and more [of the] students with MBA
degrees can be sure of playing an
important role in [China’s] modern-
ization."" Li Juefei terms the current
role of MBAs in China's moderniza-
tion “‘hard to identify” but believes
that their role will expand as a
market-oriented system emerges.

The success of a few MBA holders
in securing positions in work units
that appreciate their expertise is
another hopeful sign. Li Fuxiang is
one example. Following graduation
from the University of Texas at
Dallas, he took a position as a trader
in the foreign exchange department
of the Bank of China (BOC). After
working his way up to manager of this
department, he was named assistant
general manager of the BOC's New
York City branch. He credits his
education with providing *‘funda-
mental knowledge that gave me a fast
learning curve in foreign exchange,
capital markets, and lending areas”
as well as management. And he notes
that the bank “put me in the right
position to allow me to play a strong
role in these areas.”

As one survey respondent pointed
out, an important part of Western
management training is preparing
graduates to find innovative solu-
tions to seemingly dead-end situa-
tions. Thus flexibility and creativ-
ity—rather than training in
economics or finance—may be the
most valuable assets MBA graduates
can bring both to their jobs and to
their own attempts to improve job
mobility and full use of their skills. %
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China’s Foreign Trade,
edited by Zhang Peiji
and Ralph W. Huene-
mann. Lantzville, B.C.,
and Halifax, Nova Sco-
tia: Oolichan Books and
the Institute for Re-
search on Public Policy, 1987. 127
pp. $12.95 softcover.

This book is a collection of papers
on China’s foreign trade policies,
plans, and administration. Most of
the articles were written by Chinese
scholars affiliated with the Ministry
of Foreign Economic Relations and
Trade's International Trade Re-
search Institute, a think tank long
associated with China's most pro-
gressive and innovative foreign trade
research. This volume performs a
useful service by making the research
of these scholars available to an
English-speaking audience.

The book’s first seven chapters
examine China's global trade strat-
egy, touching on the role of trade in
the country’s development, macro-
economic control of foreign trade,
the import and export system, the
internal organization of China’s trad-
ing system, foreign investment, and
China’s application to rejoin the
General Agreement on Tariff and
Trade (GATT). The last six chapters
review China’s bilateral trade rela-
tions with the United States, Japan,
Canada, Western Europe, the Soviet
Union and Eastern Europe, and the
Third World.

A reader new to China business
will find in this book a concise
overview of issues affecting China’s
trade and foreign investment, while a
well-informed reader may already be
familiar with many of the views and
analyses presented here.

—Jeffrey R. Taylor

China Trade and Price Statistics in
1987, compiled by the State Statisti-
cal Bureau. New York: Oxford Uni-
versity Press, 1987. 243 pp- $49.95
hardcover.

This statistical compendium con-

44

BOOKSHELF

tains data on China’s foreign eco-
nomic relations and trade and tour-
ism, as well as valuable domestic price
and consumption data for many
major commodities ranging from
aquatic products to woolen fabrics.
Numerous time-series tables present
statistics starting in the 1950s for
domestic consumption of consumer
goods, retail sales and price indexes,
farm and sideline product sales,
service trade workers, and cost of
living indexes.

Despite the title, information is
provided only through 1986, which
limits the volume’s usefulness for
market surveys that require current
data. The reader should note that
although the foreign trade, invest-
ment, and tourism statistics con-
tained here can be found in other
sources, the domestic trade and price
information stands alone as a valu-
able resource. —]JLL

China Statistics Monthly,
jointly edited and pub-
lished by the Chinese
Statistical  Information
and Consultancy Ser-
vice Center of the State
Statistical Bureau and
the China Statistics Archives of the
University of Illinois at Chicago.
Subscriptions available from China
Statistics Archives, Suite 700 South,
1033 W. Van Buren St., Chicago, IL
60607-9940. $240 for 12 issues.
Quarterly diskettes of data are avail-
able for an additional $100.

This comprehensive journal s
based on the Chinese-language peri-
odical Monthly Bulletin of Statistics—
China, and includes ofhcial data
collected by the China State Statisti-
cal Bureau on many aspects of
China’s economy and trade, includ-
ing employment, agriculture, indus-
trial sectors, transportation, price
indexes, domestic commerce, and
foreign trade and tourism. Foreign
companies that need to track com-
modity production and sales will find
the up-to-the-minute statistics pro-

vided here to be very valuable.

Financial data and statistics on the
SEZs and the 14 coastal cities, a
glossary of basic economic terms, and
additional graphs enhance the data
from the original Chinese publica-
tion. The May 1988 issue also fea-
tures a discussion of fixed investment
statistics, and future issues promise
more such editorial notes examining
both statistics themselves and how
they are compiled.

The University of Illinois at Chi-
cago, which has a five-year arrange-
ment with the State Statistical Bureau
to publish and translate information,
hopes to speed up the publication
cycle to bring out data faster. The
May 1988 issue (which contains data
through March) arrived in the United
States in September. —]JLL

China Trade Agree-
ments, by Thomas C.W.
Chiu. 2nd edition.
Philadelphia, PA: Tay-
lor & Francis, 1988. 315
pp- $70 hardcover.

The only book of its
kind, China Trade Agreements is a
collection of forms and contracts
used in many areas of foreign trade,
including sales and purchases, joint
ventures, [(‘(‘]IH()I()E{\' l!';l!lﬁll(‘l's. com-
pensation trade, and processing and
assembly. The sample model con-
tracts, memoranda of understanding,
and letters of intent are particularly
useful.

The book fails to include any
explanations of when and how to use
the forms, and an apparent lack of
editing has left the English extremely
awkward. Thus while a lawyer might
find this volume a useful reference, a
nonlegal specialist should be ex-
tremely cautious about constructing
an agreement using these sample
documents. —]JLL

China Trade Documents, by Thomas
C.W. Chiu. 2nd edition. Philadel-
phia, PA: Taylor & Francis, 1988.
427 pp. $75 hardcover.
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There seems to be no logical plan
behind this compilation of laws and
legal forms. Perhaps they are left-
overs from China Trade Agreements,
reviewed above, which is more
contract-oriented than this volume.
In any case, China Trade Documents is
merely an assemblage of legal texts
and documents without any ex-
planations for applying and using
them.

Some of the documents in this
volume could prove helpful to the
potential trader, including sample
letters of credit, shipping docu-
ments, notary forms, and patent and
trademark registration forms. A de-
tailed section on insurance provides
examples of risk clauses for platform
drilling rigs, drilling barges, and
property insurance. Other sections
include taxation forms and registra-
tion forms for representative offices
in China. This volume, along with
China Trade Agreements, will prove
most useful to lawyers and experi-
enced China traders. —]JLL

PRC Laws for China Traders and
Investors, by Thomas C.W. Chiu. 2nd
edition. Philadelphia, PA: Taylor &
Francis, 1988. 726 pp. $95 hard-
cover.

This book does not fulfill its
ambitious promise of providing a
concise reference to law and practice
in China trade. The bulk of the text
consists of Chinese foreign trade laws
through September 1, 1987, and is
divided into various sections dealing
with banking, foreign exchange, joint
ventures, oil and energy resources,
customs and duties, and irademark
and patent law.

The book is not well organized,
and without an index it is difficult to
locate information. Legal practice
notes are scarce and sometimes
inaccurate. For example, the author
states that foreigners have turned
away from investing in favor of more
technology transfer. Not only is this a
dubious statement, but the author
then fails to mention or explore any
technology transfer laws—a serious
omission.

Despite its drawbacks, the book
contains some gems. The copies of
model contracts and certain hard-to-
find trade documents are useful,
although they do not qualify the text
as a stand-alone guide to foreign
legal practice in China—which is
what one expects for the price of this
volume. —]JLL

Technology Transfer in the PRC: Law
and Practice, by Richard J. Goossen.
Dordrecht: Martinus Nijhoff, 1987.
197 pp. Price unavailable.
Goossen's basic analysis of trans-
ferring technology to China is di-
vided into two sections. The first
portion of the book reviews relevant
legislation on topics including joint
ventures, contracts, patents and
trademarks, and technology imports.
The second portion of the text
examines practical problems related

BOOKS RECEIVED

The Anvil of Victory: The Communist
Revolution in Manchuria, 1945-1948,
by Steven 1. Levine. New York:
Columbia University Press, 1987. 314
pp- $35 hardcover.

Breahking the Iron Rice Bowl: Prospects
for Socialism in China’s Countryside,
by Pat Howard. Armonk, NY: M.E.
Sharpe, 1988. 264 pp. $32.50 hard-
cover; $14.95 softcover.

China and Malaysia: Social and Eco-
nomic Effects of Petroleum Develop-
ment, by Peter Hills and Paddy Bowie.
Geneva: International Labor Ofhce,
1987. 148 pp. SWF22.50 softcover.

Copenhagen Papers in East and South-
east Asian Studies, edited by Kjeld Erik
Bradsgarrd. A new publications series
from the Center for East and South-
east Asian Studies, University of Co-
penhagen. Issue No. 1, 1987, ap-
peared in November 1987 and
contains several articles regarding
China’s political and economic re-
forms. Single issue cost: Dkr85.00.

China’s Satellite Parties, by James D.
Seymour. Armonk, NY: M.E. Sharpe,
1987. 151 pp. $25 hardcover.

Foreign Direct Investment, the Service
Sector and International Banking
(UNCTC Current Studies Series A,
No. 7). New York: UN Centre on
Transnational Corps., 1987. 71 pp. $9
softcover.

Human Rights in the People’s Republic
of China, by Yuan-li Wu et al. Boulder,
CO: Westview Press, 1988. 332 pp.
$35 hardcover.

A Relationship Restored: Trends in
U.S.-China Educational Exchanges,
1978-1984, by David Lampton with
Joyce A. Madancy and Kristen M.
Williams for the Committee on Schol-
arly Communications with the PRC.
Washington, DC: National Academy

Press, 1986. 266 pp. $19.95 softcover.
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to technology transfer, such as pric-
ing, payment methods, and accep-
tance tests. Unfortunately, however,
Goossen only devotes 12 pages to this
important and useful information.
Examples and case studies would
have significantly enhanced the dis-
cussion of the issues addressed in this
section. And since the book’s com-
pletion in mid-1986, China has re-
leased new legislation for technology
transfers that is not included in the
volume, such as the “Implementing
Rules for the Regulations on the
Administration of Technology Im-
port Contracts,” and the *“Revised
Implementing Rules for the Trade-
mark Law,” both dating from Janu-
ary 1988, —John Frisbie

Macaricent Magm'ﬁcent China: A
o2 | Guide to Its Cultural
Treasures, by Petra Har-
ing-Kuan and Kuan Yu-
Chien. Co-published by
Joint Publishing Com-
pany (HK) and China
Books and Periodicals (San Fran-
cisco), 1987. 409 pp. $34.95 hard-
cover; $19.95 softcover.

Despite its title, this book is much
more than a guide to China’s cultural
treasures. The Sinologist authors
have stuffed the first section of
Magnificent China full of a surprising
range and depth of information.
Maps of population, ethnic groups,
industries, railroads, shipping lines,
climate, and agriculture, along with
organization charts and tables of all
kinds, supplement the chapters on
literature, religion, philosophy, and
art that one would find in a conven-
tional guidebook.

The book’s second section gives
plenty of practical and fascinating
travel tips, and the third section
offers province-by-province informa-
tion on geography, history, tourist
attractions, shopping, and more.
Both sections make good use of
anecdotes to support the facts; the
reader will learn, for example, that
the Jiapingguan Canting restaurant
in Guangzhou is not only one of the
oldest restaurants in the city, but also
that “Zhou Enlai savored the fried
pigeon’ there.

Students seeking insights, arm-
chair travelers wanting to get a feel
for China, and executives wishing to
know more than the name of the best
hotel or the latest exchange rate will
all enjoy this informative hybrid of
encyclopedia and travel guide.—PET
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CHINA BUSINESS

AL’

Jennifer Koch Brick

The following tables contain recent press reports of business contracts and negotiations exclusive of those listed in previous issues. For the most
part, the accuracy of these reports is not independently confirmed by The CBR. Contracts denominated in foreign currencies are converted into US
dollars at the most recent monthly average rate quoted in the IMF’s International Financial Statistics.
US-China Business Council member firms can contact the Business Information Center to obtain a copy of news sources and other available back-
ground information concerning the business arrangements appearing below. Moreover, firms whose sales and other business arrangements with
China do not normally appear in press reports may have them published in The CBR by sending the information to the attention of the Business In-

formation Center at the US-China Business Council.

Agricultural Technology

China’s Imports
MEC Co. (US)

Investments in China

:F ’l\ SALES AND INVESTMENT
E 5 THROUGH SEPTEMBER 30, 1988
Foreign Party/ Arrangement/Value
Chinese Party Date Reported
Agricultural Commodities
China’s Imports
(Argentina) Will provide sugar in barter
exchange for Chinese coal. 5/88.
Kansas (US) Sold 150,000 tonnes of soft red

wheat. 7/88.

Investments in China

Will finance soybean and other
farming production for 15

years in return for soy products.
$625,000 ()¥79.3 million). 9/88.

Two Japanese companies/
Heilongjiang State Farm
General Bureau

Other
The World Bank/Ministry of Provided $61 million loan to
Agriculture develop fruit crops along
the upper Yangzi River,
8/88.
Alaska (US)/Yantai Ocean Will send two vessels to fish in
Fishing Co. Alaskan waters for nine months.
8/88.

Abbreviations used throughout text: BOC: Bank of China; CAAC: Civil Aviation Administra-
tion of China; CAIEC: China National Automotive Industry Import-Export Corp.; CASS:
Chinese Academy of Social Sciences; CATIC: China National Aero-Technology Import-Ex-
port Co.; CCTV: China Central Television; CEIEC: China Electronics Import-Export Corp.;
CHINATEX: China National Textiles Import-Export Corp.; CITIC: China International Trust
and Investment Corp.; CITS: China International Travel Service; CNCCC: China National
Chemical Construction Co.; CNIEC: China National Nonferrous Metals Corp.; CNOOC:
China National Offshore Oil Corp.; CNTIC: China National Technical Import Corp.;
COSCO: China Ocean Shipping Co.; CPIC: China National Corp. of Pharmaceutical
Economic and Technical International Cooperation; ICBC: Industrial and Commercial Bank
of China; HIPDC: Huaneng International Pawer Development Corp.; INSTRIMPEX: China
National Instruments Import-Export Corp.; ITIC: International Trust and Investment Corp.;
MACHIMPEX: China National Machinery Import-Export Corp.; MAI: Ministry of Aviation In-
dustry; MEI: Ministry of Electronics Industry; MINMETALS: China National Metals and
Minerals Import and Export Corp..; MLI: Ministry of Light Industry; MOCI: Ministry of Coal
Industry; MOFERT: Ministry of Foreign Economic Relations and Trade; MPT: Ministry of
Posts and Telecommunications; NA: Not Available; NDSTIC: National Defense, Science,
Technology and Industry Commission, NORINCO: China North Industries Corp.;
SINOCHEM: China National Chemicals Import-Export Corp.; SINOPEC: China National
Petrochemical Corp.; SINOTRANS: China National Foreign Trade Transportation Corp.;
SITCO: Shanghai Investment and Trust Corp.; SPC: State Planning Commission

NA (Denmark)/Jiangchuan Farm,
Heilongjiang

Other

Mitsubishi Bank (Japan)/
Agricultural Development Trust
Investment Corporation under
the Ministry of Finance

China’s Investments Abroad

Chia Tai Group (Thailand)/
China Agribusiness Trust and
International Investment Co.

Chemicals (Agriculture)
China’s Imports

Spie Batignolles (France)

Sumitomo Corp. (Japan)

Janka Industries Ltd. (HK)

Signed six contracts to design
and construct feed mills. $6
million. 8/88.

Will assist in setting up a
comprehensive dairy farm
and renovating a flour mill.
9/88.

Signed agreement to exchange
information on China’s
agricultural development and
to cooperate in China’s

fund raising and management.
7/88.

Will jointly operate
prawn-breeding pond in
Bay of Thailand. 8/88.

Has begun construction of
fertilizer production plant in
Qinhuangdao. $58 million. 6/88.

Will supply farm pesticides
including 5,000 liters of sumi-
alpha, 5,000 liters of nissorun,
and 20,000 liters of meothrin.
$235,000. 7/88.

Will supply diammonium. $2.9
million. 7/88.

Chemicals, Petrochemicals, and Related Equipment

China’s Imports

Atochem (France)/Anhui
International Trust and
Investment Corp.

Asfalti Breitner (Italy)/
China Kanghua Investment
and Export Co.
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Has licensed polyvinyl chloride
microsuspension process to be

used by Hefei Chemical Works
12,500 tpy plant. 6/88.

Will sell bitumen membrane
plant and provide employee
training. 6/88.
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Davy McKee Corp. (USYCNCCC

World Enzymes Ltd. (US)

Vista Chemical Co. (US)

Investments in China

Lawter International Inc. (US)

NA (US/No. 1 Light
Industry Dept., Shandong

Zhongshan Co. Ltd. and China
Everbright Corp, Ltd. (HKY/
SINOCHEM and Nanjing Chemical
Industry Corp., Jiangsu

NA (US)/Beijing Dongfang
Chemical Plant

E.F. Houghton (US)/Shenzhen

Other

Rohm & Haas Co. (USY
Beijing Eastern Chemical Works

NA (HKYBOC, Harbin branch

Nobel Chematur AB (Sweden)/
Shanghai Wusong Chemical Plant

Signed contract for construction
of phosphoric acid production
plant with phosphorous anhydride
capacity of 275 tpd. 7/88.

Will supply Endurazyme for use in
road construction. $1.9 million.
7/88.

Sold ethoxylates. 8/88.

Will build ink plant to be
wholly owned for 50 years. 5/88.

Established Luging Rubber
Industry Co., Ltd., in Gushan,
Laizhou. $114 million (¥ 424
million). 7/88.

Established Nanjing Dongfang
Chemical Industry Co. Ltd. joint
venture to produce
carprolactum. 7/88.

Signed contract to jointly
produce acrylic resins for
domestic sale of 2,000 tpy of
textile emulsion; will establish
technology development center.
8/88.

Will invest in industrial
lubricants and chemical additives
plant. $5 million. 8/88.

Have formed Eastern Rohm & Haas
Development Center to market
emulsions in China. 7/88.

Will provide $36.2 million loan
for construction of methyl-
methacrylate project. 7/88.

Signed five-year buy-back
agreement for 3,000-4,000 tpy
toluene diisocynate. $35 million.
7/88.

Construction Materials and Equipment

China’s Imports
IHC Holland (Netherlands)

Nihon Cement Co. (Japan)

Onoda Cement Co. (Japan)

Leeds & Northrup (USYCITIC

Uni-Flex Inc. (US)YNanjing
Purification Equipment Corp.

Consumer Goods

China'’s Imports

Kienzle Uhrenfabriken GmbH
(FRGY/China Clock Factory
and Shanghai Clock Factory
Investments in China

Status Eyes (ltaly)

Will supply suction-cutter
dredger and self-propelling
dredger. $18 million (DF35
million). 5/88.

Plans to transfer cement
processing technology and start
constructing or rebuilding cement
plants. 6/88.

Will set up a cement plant and
send technicians to Shandong.
7/88.

Sold distribution control
system for cement mill. 7/88.

Will supply hose with mechanical

locking system and external
metal helix. $750,000. 8/88.

Signed know-how and delivery
agreements. 6/88.

Will produce and sell Pierre

Cardin eyewear in China. 5/88.
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NA (HK)

Kincheng-Tokyo Finance Co.
(HKYBOC, Zhujiang branch

Herald Metal and Plastics

Works, subs. of Herald (HKY/
Shenzhen SEZ Overseas Chinese
Town Economic Development Corp.
and Kailong Investment and
Development Co.

Procter & Gamble Co. (US)
and Hutchison Whampoa Ltd.
(HK)/Construction Import &
Export Corp. of Guangzhou
Economic & Technological
Development Zone

NA (FRG)/Benxi Huguang
Chemical Plant, Liaoning

China’s Investments Abroad

Two Macau entities/
Guangdong

Established the Xinjiang-Hong
Kong Thermos Ca. to produce
500,000 thermoses annually for
export. $800,000. 6/88.

Signed agreement to jointly

loan funds to Guangzhou Renmin
Tannery. $4 million. (50-50).
6/88.

Signed agreement to establish
Shenzhen Herald Metal and Plastic
Co. Toy Factory. $3 million
(HK$23.5 million).
(HK:52.5%-5Z:20%-KI1D:27.5%).
6/88.

Will establish Procter & Gamble
(Guangzhou) Ltd. to make soap
products. 7/88.

Established joint venture
to produce cosmetics. 8/88.

Established the Macau Pottery
and Porcelain Corp. Ltd. to
produce porcelain and porcelain
base. 7/88.

Electronics, Electrical Equipment, and Computer Software

China’s Imports

Western Digital Corp. (US)/
China Computer Development Corp.

Heraeus Industrielaser GmbH (FRG)
Toppan Moore Co. (US)/Beijing

Socma (Argentina)/CITIC

Plessey Controls Ltd. (UK)/
Beijing Municipal Public
Security Dept.

Sierra Co. (US)/Karamay
Oilfield, Xinjiang
Investments in China

Daewoo Electronics (S. Korea)

Iko Software Services Ltd.
(FRG)/Tianjin Advanced
Technology Development Corp.

China Technology Trade Ltd.

and DAW Computer System (HK)/
Institute of Computing Technology,
div. of Academia Sinica

Canon (Japan)/Beijing University

Tele-Art Inc. (US)/Beijing

Signed agreement for initial
purchase of hard-disk controller
boards and chipsets, and use of
US chipsets to build and sell
Chinese board-level products.
$3 million. 6/88.

Signed contract for carbon laser
plant. 6/88.

Will supply IBM AS/400 system
to new hotel in Beijing. 7/88.

Signed technology transfer
accord and may form consortium
to undertake projects of common
interest. 7/88.

Signed agreement to install
computerized traffic control
system financed through
British loans. 7/88.

Sold software packages for
seismic data clarification. 8/88.

Opened 20-year joint venture to
produce 300,000 refrigerators
annually in Fuzhou, Fujian.

$12.6 million. (SK:48%-PRC:52%).
6/88.

Established Ticoss Ltd. to produce
computer software. $1.7 million.
(50-50). 6/88.

Opened Legend Technology
computer company. 6/88.

Formed Beijing Canon Information
Technology Co. Ltd.

to study precision laser

typesetting technology and desk-
top publishing techniques.
tin(eassistt'mzd capital: $700,000.

Acquired 100 percent ownership of
Tele-Art Beijing, which will

design, produce, and import
computer software. 7/88.



Bailey Controls (US)/
Beijing Automation Technical
Research Institute

Tecnicas de Electronica
Yautimatismos (Spain) and

Serco S.A. (Belgium)/Beijing
Electronic Research Factory,

Qijia Village Industrial Corp.,
China Metrology Research Institute

Memaotech International (US)/Xiamen
Electronics Co. and Hua Xia Group

Hong Kong East Asia (HK)

Yokogawa Electric Corp. (Japan)/
Suzhou Crystal Element Co.

Rockwell International Corp.
(US)Xiamen Construction
Development Co.

Printronics (Australia)/
Tianjin Printed Circuit Board Co.

Other
RIT (US)/Beijing Research

Institute of Automation for
the Machine-Building Industry

Wiltron Co. (US)

Hitachi Electronic Co.
(Japan)/INSTRIMPEX

IBM China Corp. (Sino-US JV)/
China Machinery Industry
Computer and Technology Corp.

Investments in China

Philips Co. (Netherlands)/
No. 7 Radio Factory, Shanghai

China’s Investments Abroad

Provigo Inc. (Canada)/STM
Computer Co.

Electronics (Consumer)

China’s Imports

Ampex Corp, (USYShandong TV
Station, Jinan

Microwave Systems Engineering
(USYHwadar Electronics Co. Ltd.

Established joint venture to
install and service
microprocessor-based products.
7/88.

Established Uticell Force and
Weight Transducers Co. Ltd.
30-year joint venture to
manufacture transducers.

£1.03 million. (TDY:50%-55A:5%-
BERF:25%-QVIC:17%-CMRI:3%).
7/88.

Formed joint venture to produce
computer hard disks. $4.4
million. 7/88.

Signed contract for electronic
component joint venture, 7/88.

Established the Suzhou-Yokogawa
Meter Co. to produce panel meter
movements for export. Registered
capital: $2.43 million. 7/88.

Established joint venture to
produce electronic controls
for heavy industry. (50-50).
9/88.

Formed Shanghai-Printronics PCB
joint venture to produce
double-sided and multi-layered
circuit boards. $12 million.
(AUST:35%-TPCB:65%).9/88.

Agreement to give engineers

six months training in US for
design and development of three-
dimensional CAD/CAM software.
5/88.

Will open sales office for
microwave test instruments and
systems in Beijing. 6/88.

Established Hitachi Electronic
Product Service Center to offer
technical service, maintenance
and spare parts in Beijing. 7/88.

Signed complementary marketing
assistance program for IBM

9370 and 13xx systems, and will
provide training for endusers.
7/88.

Will establish the Shanghai

Philips Semiconductor Co. and use
Philips’ technology to
manufacture 70 million pieces of
integrated circuits for Chinese

and overseas markets. 7/88.

Bought the Canadian firm to set
up sales network. 6/88.

Sold studio and field video
equipment, ACE editing and ADO
special effects units, and

U-matic videotape for Chinese
production facilities. 7/88.

Transferred consumer microwave
technology in exchange for low
noise amplifiers. 7/88.

Other

CCIC Financing Ltd. (HK), Midland
Bank (UK), Jeken and Jesen (FRCG),
Sumitomo (Japan), and a foreign
consortium/BOC

Varian Corp.(US)/Nanjing
Changjiang Machine Building
Factory and China Electronic
Import & Export Corp.

China’s Investment Abroad

Orion Electric Co., subs. of
Daewoo Group (S. Korea)/NA

Engineering and Construction

China’s Imports

Jardine Engineering Corp. (HK),
Mather Platt (UK), and
Siemens PFG (FRGY/CNTIC

Japan Steel Tubing Co. and Japan

Tekken Construction Co. (Japan)/

Shanghai Municipal Infrastructure
Engineering Co. and CNCEC

Finance and Banking

Banking Agreements

Generale Bank (Belgium)/CITIC
Industrial Bank

Blinder International
Enterprises Inc. (USY/
China Foreign Trade Leasing Corp.

China Market Service GmbH, subs.

Westdeutsche Landesbank (FRG)/
China International Economic
Consultants

Bank of America (US)/People’s
Construction Bank of China

Orient Leasing and Orient
Fund (Japan)/CITIC

Standard Chartered Bank (UK)/
People’s Construction Bank of
China

Loans

International Development Bank,
affiliate of the World Bank

ltochu (Japan)/Kanghua
Development Co.

(Japan)

Will provide $95 million loan
to finance Anyang Color TV Tube
Glass Case Factory. 7/88.

Established Varian

Microwave Equipment

& Technology Service Center in
Nanjing to provide installation
and maintenance services for the
domestic market. 8/88.

Will establish the first

PRC-South Korean joint venture in
South Korea, which will produce
color television tubes. 8/88.

Signed contract to build

first part of two-phase project

in Beijing to ease water
shortage, and will install 2.5 MW
water pumps. $25million. 6/88.

Will construct river sewage
treatment plant. $806,000
(¥30 million). 6/88.

Signed general purpose line
of credit. $27 million
(BF 1billion). 6/88.

Will establish joint venture
to form and sell a mutual
fund in China. $2.5
million. (50-50). 6/88.

Signed cooperation agreement.

6/88.

Signed cooperation agreement
permitting US bank’s involvement
in financing capital construction
and industrial projects in China.
6/88.

Signed agreement to set up the
Investment Fund Under Joint
Investment to support and promote
Japanese investments in China.
Registered capital: $12 million
(1¥1.5 billion). 7/88.

Signed agency arrangements
agreement to cooperate with
branches of each bank, both
domestically and abroad. 7/88.

Will provide $300 million loan
for rural economic reform. 6/88.

Will provide loan to build

a hotel, buy a fleet of taxis,
finance an artist troupe, and
earn long-term resources for
China’s disabled. $1 billion.
7/88.

Will provide $6 billion
government loan package. 8/88.
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Food Processing and Food Service

China’s Imports
Dunham-Bush Inc. (US)

Holstein Und Kappert GmbH subs.
of Kloeckner Werke (FRG)

Dean Worldwide (US)

Wenger International Inc. (US)

Investments in China

Sempernova PLC (UK)/Zhejiang
Oils & Fats Chemicals Co.

General Foods Corp. (US)/
Guangdong Dairy Products Factory

Will supply engineering and
manufacturing know-how for
commercial refrigeration. 5/88.

Will construct brewery at
Qingdao. 7/88.

Shipped complete baby food

manufacturing plant to Guangzhou.

7/88.

Sold eight food processing
systems. 8/88.

Established Sino-British

Semper Co. to produce coatings
that extend the shelf life of

fresh fruit and vegetables. 6/88.

Established Guangdong Foodstuff
Co. Ltd. to produce

Maxwell House brand instant
coffee. 6/88.

Xinli Business Development Co. (HK) Signed agreement to jointly

Sankyo Food Co. Ltd. (Japany/
China National Aquatic Products
Joint Corp., Tianjin Aquatic
Products Supply and Marketing Co.,
and Qingdao Aquatic Products
Supply and Marketing Co.

Seiyu Ltd. (Japan)

Mitsukoshi (Japan)/Beijing Fortune
Building Co.

Pizza Hut (US)/Beijing

Other

Grandy's and MFB
American Foods (US)

NA (Hungary)

(us)

Leasing and Insurance
Investments in China

Tokai Bank (Japan), Banque
Indosuez (France), and Locasuez
Asia, Ltd. (HK)Industrial and
Commerical Bank of China,
Guangzhou International Trust
and Investment Corp., and
Guangzhou Foreign Trade Corp.

China’s Overseas Investments

NA (UK)/China Merchant's Group

develop mineral water resources
in Guangxi. $750,000 (¥2.8
million) 6/88.

Will supply raw fish for joint
processing, and then market
finished product abroad. 7/88.

Will open a supermarket. 7/88.

Will open Beijing Mitsukoshi
Beverage Co. Ltd. Registered
capital: $2.1 million. (J)¥260

million). (50-50). 8/88.

Will open branch by year-end.
8/88.

Plan to open restaurants in
China. 6/88.

Opened a roast chicken restaurant
in Beijing's West District. 6/88.

Signed preliminary agreement on
compensation trade for cold-
storage containers. 8/88.

Opened Industrial and
Commercial International
Leasing Co. Ltd. to develop
international and domestic
leasing business and to
introduce foreign funds and
advanced equipment.
Registered capital: $5 million.
8/88.

Will accept Chinese investment in
insurance and offshore service
businesses. $29 million. 8/88.

The China Business Review/November-December 1988

Machine Tools and Machinery
China’s Imports

Elof Hansson and Sunds
Defaberator (Sweden)/Shanghai
Xinhuo Pulp and Paper Mill
Impact (US)/Nanping Paper, Fujian

Investments in China
Sandvik AB (Sweden)/

Chengdu Measuring and
Cutting Tool Works, Sichuan

Plantechnik Industrie Anlagen
(FRG)/Anshan lron and Steel
Complex, Liaoning

US General Ball Bearing Co. (US)/
Shanghai Roller Bearing Factory

NA (US)Dalian, Liaoning

Other

{Canada)/First Grinding Wheel
Factory of China, Liaoning

China’s Investments Abroad

Just Shanghai Ltd. (Australia)/
Shougang Machinery Engineering
Corp.

Medical Equipment and Devices

China’s Imports

Vital Scientific N.V.

(Netherlands), subs. of Clinical
Data (USY/Guangxi Autonomous
Region Import-Export Trading Corp.

Hong Kong Oxygen & Acetylene Co.
Ltd. (HK)/Tianjin Municipal
First General Hospital

Berthold Hermle (FRG) and
Wearmax Ltd. (HK)/Shenyang
People’s Hospital

Diagnostic Electronics (US) and
Semtech Instruments Co./
Harbin Medical University

NA (US)/First Affiliated Hospital,
Hunan Medical College

Doptek (US)

Investments in China

Pacific Biomedical Enterprise
(Singapore)/Guangzhou Cardio
vascular Research Institute and
Guangzhou Economic and
Technological Development Zone

Will supply complete sets of
pulp-making equipment,

$7.84 million. 8/88.

Will supply five moisture control
systems for use in newsprint
factory. 8/88.

Signed letter of intent for

joint venture company to produce
and market hard metal products.
$33 million (SwC200 million).
6/88.

Signed 17-year agreement to
establish Dalian-Cologne Chain
and Sprocket Manufacturing Co.
Ltd.; will export 60% of
production. 6/88.

Signed contract establishing
Shanghai General Ball Bearing Co.
to produce for US market. $5
million. (USA:25%-PRC:75%).
7/88.

Established pneumatic equipment
manufacturing joint venture.
8/88.

Provided $81.8 million to
finance imports of grinding wheel
manufacturing equipment. 7/88.

Established Just Shougang
(Australia) Pty Ltd.

to market metallurgical

and mining machinery in Australia
and the Far East. Registered
capital: $25,000 (A$20,000).
8/88.

Signed contract to transfer
technology to Guilin Medical
Electronic Instrument Factory
for the manufacture of blood
chemistry analyzers. $860,000.
6/88.

Sold a Sonolith 2000
lithatripter. 6/88.

Sold a centrifuge. 6/88.

Sold doppler ultrasound
angioscanner. $50,000. 6/88.

Sold SYVA-EMIT 5000 blood
drug level monitor, 7/88.

Received orders for doppler
ultrasound systems. 8/88.

Established Guangzhou Pacific
Biomedical Co. to produce
low-cost valves used in
cardiovascular surgery.

(PBE:55%-GCR:15%-GET:30%). 2/88.



Oki Shikatokki Co. (Japan)/
Shanghai Shenda Corp., Shanghai
East Hospital, East Development
Co. under CAAC

Other

(Italy)/Hunan Childrens’
Emergency Center

Beckman Instruments Inc. (UK)/

Shanghai Jingan District Central
Hospital

Leitz (UK)Beijing

Will form joint venture to
produce polysulphone and
super-hard resin false teeth,
dental fillings and materials,
medical apparatus, and
instruments. 6/88.

Donated $3 million, an
ambulance, and an X-ray machine. 6/88,

Established Shanghai Beckman
High-Efficiency Liquid Phase
Chromatograph Application Service
Center to popularize use of
chromatographs. 6/88.

Set up service center for its
products; will deal strictly
in RMB. 6/88.

Metals, Minerals, and Processing Technology

China’s Imports
TRW Inc. (US)

Air Products & Chemicals Inc. (USY/
Anshan Iron & Steel Complex,
Liaoning, and Baoshan Iron & Steel
Complex, Shanghai

Sumitomo Metal Industries (Japan)/
CITIC and Anshan Iron & Steel
Complex, Liaoning

Investments in China

Counting Industries (a HK, FRG,
and Australian syndicate)/Beihai,
Guangxi

Morgan Crucible (UK)/Dalian
Refractory Plant

Other

Nuova Samin (Italy)/China
National Nonferrous Metals
Import-Export Corp.

Dai-Ichi Kangyo, Mitsui, and
Sumitomo Banks (Japan) and NA
(FRG)/China International Iron
and Steel Investment Corp.

China’s Investments Abroad

Mestar Engineering Corp. (USY
Capital Iron & Steel Complex

Military Equipment

China’s Imports

Collins General Aviation,
div. of Rockwell International
Corp. (US)

Baldwin Aircraft International
Corp. (US)

Boeing Co. (US)

Will supply hardware for slagging
coal-combustion system. 7/88.

Signed contracts for two
high-tonnage air separation
units. $40 million. 8/88.

Sold mothballed aluminum
smelter. $35.4 million (J¥4.5
billion). 8/88.

Signed letter of intent to form
steel mill joint venture.
$700 million. 6/88.

Formed joint venture to supply
monolithic refractory materials
for lining furnaces. 7/88.

Agreement to exchange experience
and technology, and will
collaborate in metallurgy

research. 6/88.

Will provide funds to finance
the expansion of Chengdu
Iron Seamless Tube Plant.
$110 million. (JIPN:73%-
FRG:27%). 7/88.

Bought 70% share of the
US steel-rolling machinery design
firm. $3.4 million. 7/88.

Will install electronic flight
system as standard equipment in
all L-8 jet trainers. 6/88.

Began delivery of 500 all-
composite advanced surveillance
patrol-experimental jets
contracted for in 1985,

$1 billion. 8/88.

Discussing purchase of CH-47D
Chinook military helicopters,
8/88.

Mining Equipment
China’s Imports

Plenty Mixers (UK), licensee for

Providing three high-performance

Philadelphia Mixers (US)/Guangdong MTE slurry mixers for iron ore

Metallurgical Industry

Orion Yhtyma Oy Normet (Finland)

Packaging Equipment

China’s Imports

Krones AG (FRGYMLI and
TECHIMPORT

CIM International (UK)/SPC
Laokou, Hebei

mines. $185,000. 6/88.

Received order for mining
equipment. 7/88.

Signed technology transfer
licensing agreement to produce
labeling machinery for the
beverage industry. 5/88.

Will build a vegetable tin
export-oriented canning plant to
produce 60 million cans per year.
$16 million. 6/88.

Tampeller Oy (Finland/TECHIMPORT Will supply complete cardboard

and Shanghai Xinhuo Pulp and
Paper Mill

Investments in China
Continental Can (HK)/Foshan

Can Factory of China National
Packaging Corp., Guangdong

production sets. $23.75
million. 8/88.

Established Foshan Continental
Can Co. to produce 140
million two-piece aluminum
beverage cans annually. $10
million. 6/88.

Petroleum, Natural Gas, and Related Equipment

China’s Imports

Sumitomo Metal Industries
Ltd., Nippon Kokan K.K.,
Nippon Steel Corp., and
Kawasaki Steel Corp. (Japan)/
MINMETALS

Western Petroleum Services
International, subs. of Western
Co. of North America (US)/
MACHIMPEX

Investments in China

NA (US)/Bohai Petroleum Corp.

Export-import Bank of Japan/
BOC

Other

Will supply 400,000 tonnes
seamless steel pipes used
primarily for oil wells

at $750 per tonne. $30 million.
5/88.

Agreed to sell oil field
services equipment,
$26 million, 8/88.

Agreed to set up cooperative

joint venture to produce
geophysical prospecting equipment
including seismic cable in

Tanggu, Tianjin. 7/88.

Will extend loan for oil
development project in Henan.
$40,000 ()¥5 million). 7/88.

Sembawang Engineering (Singapore)/ Will jointly produce a 700 tonne

Lanzhou Petroleum Machinery
Research Institute

China’s Investments Abroad

Coastal Corp. (USYSINOCHEM

Other

Gaz de France (France)/
Beijing Gas Co.

drilling/workover rig. 8/88.

Will enter a joint oil refining
and marketing venture in
California. 8/88.

Signed agreement to modernize
Beijing gas mains, install a
television monitoring system,
develop a pilot study using

French technology and equipment
to supply natural gas to

residential homes, and send
Chinese technicians to France for
training courses. 6/88
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Pharmaceuticals

China’s Imports

Capsule Technology Group Inc.
(Canada)

Investments in China

Les Laboratoires Servier (France)/
Huajin Pharmaceutical Factory
and China Pharmaceutical Corp.,
Tianjin

Abbott Laboratories (US)/
Shanghai Institute for
Pharmaceutical Industry, Ningbo

Pharmaceutical Co., and Ningbo
Special Free Trade Zone

Other

Otsuka Pharmaceutical Co. Ltd.
(Japan)

Ports
Other

Port of Trieste (Italy)/Port
of Tianjin

Opened the first in a series
of three fully automatic capsule
plants in Guangzhou. 6/88.

Signed cooperative agreement
to produce Diamicron, a new
hypoglycemic agent of the
sulphonylurea group. 5/88.

Established Ningbo Abbott
Biotechnology Ltd. to
manufacture triglycerides
and other diagnostic tests for
the clinical chemistry market.
(50-50). 7/88.

Founded the Japanese Otsuka
Medical Foundation in Beijing to
promote the PRC’s pharmaceutical
industry, and cooperation in
pharmaceuticals between the two
countries, $3 million. 6/88.

Signed agreement to

cooperate in exchanging goods and

establishing storage warehouses,

a jointly managed company, and an

Italian government-financed
school for professional training.
6/88.

Power Plants and Power Equipment

China’s Imports
(Czechoslovakia)/Shentou, Shanxi

Bisan International (Australia)/
Bengbu Alcohol Factory, Anhui

GEC Turbine Generators (UKYHIPDC

Alsthom Co. (France)/HIPDC

C. Itoh Co. Ltd. (Japan)/CITIC

Voest Alpine Maschinenbau
GmbH (Austria)

Dravo Wellman Co. (US/CNTIC

An Italian consortium/Sunburst
Investment & Development Corp.,
div. of CITIC

Assisting in extension of steam
power plant. 6/88.

Will supply equipment to clean
liquid waste and harness gasses
to generate electricity to power
the plant. $1 million. 7/88.

Contracted to build coal-fired

power station. $294 million
(£165 million). 8/88.

Concluded contract for two 350
mw coal-fired generators
for Sichuan power plant. 8/88.

Will jointly construct two
generating units, each with
200,000 kilowatt capacity, for
Shuikou Hydroelectric Power
Station in Fujian. 8/88.

Will supply and install four
discharge pipe systems for a
power station in Yantan, Guangxi.
8/88.

Will design and supply a train
positioner/car dumper system for
Shalingzi Thermal Power Station
in Hebei. 8/88.

Will construct the 700,000
kilowatt Ligang Thermal Power
Plant in Jiangsu. $236 million
(J¥30 billion). 9/88.
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Other

UN Development and Program
Agency, UN Technological
Cooperation and Development
Agency, and Italian Foreign
Ministry

(USSR)/China Commercial Foreign
Trade Corp.

Will conduct surveys
prospecting geothermal energy
in Xizang. 5/88.

Negotiating to jointly build
several power plants, to be paid
for through barter. 6/88.

Printing, Publishing, Public Relations, Broadcasting and Media

Investments in China

Adsale People Ltd. (HKY
China Resources Advertising Co.,
Ltd. under MOFERT

Farton Co. (HK)/China Science Press

Third World Magazine South (UK)/
Dept. of Home News for World

Other

Lorimar Telepictures Corp, (US)/
Shanghai Television Network

National Printing Equipment
and Supply Association (LS)

Satellite Music Network Inc. (US)/
Radio Shanghai

Daiei Studios (Japan)/People’s
Liberation Army and China Film
Import-Export Corp.

Will set up China Export
Products Promotion Center Ltd.
to provide promaotion network for
China’s export products in
overseas media channels. 6/88.

Established the Farton-Science
Press Ltd. to publish books,
albums, and other publications
for overseas Chinese and an
English edition for foreigners.
7/88.

Will jointly publish "lingji

Shijie" (Business World) Service, Xinhua in
Chinese to feature articles

from London journal. 7/88.

Expanded upon five-year

contract, which makes Lorimar the
sole distributor of non-Chinese
programming to STV, and gives it
exclusive rights to syndicate
programming in three additional
provinces--Beijing, Guangzhou,
and Fuzhou. 5/88.

Signed letter of understanding
for cooperation in the
printing industry. 8/88.

Will air four formats of popular
American music. 8/88.

Supported PRC filming of Dun
Huang,. 8/88.

Property Management and Development

China’s Imports
Sicel (Italy)

State Research Institute of
Architecture (France)

All Nippon Airways Co. (Japan)/
Xi'an

Investments in China
Toplus Development Ltd. (HK),

owned
International Enterprises Inc. (US)

Miramar Hotel and Investment
Co. (HK)

Sun Enterprises Ltd. (Japan)/
Honggiao, Shanghai

Will build a complex of 400
houses for Western residents in
Beijing. $43 million. 5/88.

Will provide architects,
conduct training, and offer
equipment to jointly renovate
residential quarter of Shanghai.
7/88.

Will manage 360-room hotel
opening in 1990. 8/88.

Signed joint venture agreement to wholly

sub. of Blinder construct and manage a 750
room hotel in Beijing. $53 million.
(HK:51%-PRC:49%). 6/88.

Will invest in 200-room luxury
Shanghai hotel, and Beijing
hotel with 500- to 600-room
convention center. $120 million.
(HK:25%-PRC:75%). 7/88.

Bought rights to 139,320 sq. ft.

of land in economic development
zone; first such deal with the

51



China’s Investments Abroad

Mountleigh (UKY/Tianjin
Municipal Government

Scientific Instruments

China’s Imports

Ling Electronics (US)/
Ministry of Railways

Ecco Engineering (HK), subs. of
Monitek Technologies (US)/Chengdu
Sixth Water Treatment Plant

Ships and Shipping

China's Imports

Tacoma Boatbuilding Co. (US)/
Xiamen Celestial Yachts Ltd.
(US-PRC joint venture)

Other
Wilson Group (USYSINOTRANS

(S.Korea)/SINOTRANS

Telecommunications

China’s Imports
E.B. Nera (Norway)

AT&T Network Systems Group (USY
Beijing Telecommunications

Philips Corp. (Netherlands)/

Suzhou No. 1 Wire Communications

Factory
Ericsson Radio Systems (Sweden)/
CNTIC

Contel (US)Xinhua
News Agency

PRC. $28 million. 8/88.

Signed joint venture
agreement to develop 12 acres
of London's docklands for
commercial, cultural, and trade
center. $201 million. 6/88.

Will supply combined environment
test chamber through World Bank-
supported project. $1.3 million.
5/88.

Will sell on-line liquid
monitoring instruments.
$123,533.6/88.

Announced intention to acquire
48.5 percent of the shipbuilding
firm. 8/88.

Opened freight forwarding offices
in Shenyang, Dalian, Tianjin,
Shijiazhuang, Qingdao,
Zhengzhou, Nanjing, Shanghai and
Guangzhou, and plan to expand to
western provinces. 6/88.

Agreed to inaugurate regular
containership services between
the ports of Shanghai and Pusan.
7/88.

Will supply radio lines,
transmitters, and receivers for
cableless telecommunications.
$4.2 million (NKr27 million)
6/88.

Installed 20 subscriber loop-
carrier systems to alleviate
high traffic loads. 6/88.

Will transfer digital switchboard
technology. 6/88.

Will supply cellular mobile
telephone system to Shanghai.
7/88.

Signed contract to supply 50

C-100 VSAT earth stations and
license technology for satellite-based
products. $300,000. 7/88.

Nynex Corp.(US)/Shanghai Posts and Signed 18-month contract to

Telecommunications Administration

L.M. Ericsson (Sweden)/Beijing
Wired Communication Factory

Pirelli (Switzerland)

implement network monitoring
system. 7/88.

Transferred program-controlled
digital exchange technology.
8/88.

Will supply optic fiber cable for
railway from Zhengzhou, Henan, to
Wouchang, Hebei. $1.4 million
(£2.01 million). 8/88.

Investments in China

(Sweden)/Guangdong

GEC-Plessey Telecommunications
PLC, joint venture between GEC
and Plessey (UK) and Lityan Devel-
opment (Singapore)/CITIC and
Shanghai Digital Telephone
Equipment Co.

XY Resources Inc. (US)/Changchun
Telephone Equipment Factory, Jilin

Other

AsiaSat, a Hong Kong-based
consortium of Cable and Wireless
PLC (UK), CITIC (PRC), and
Hutchison Whampoa Ltd. (HK)/
Great Wall Industry Corp.

Textiles

China’s Imports

Sanpelcolmaey Co. Ltd. (Japan)/
Mailyard Garment Co. Ltd., Hubei

Investments in China
NA (Australia)/Beijing Municipal

Knitwear & Textiles Import-
Export Co.

Dow Chemical Co. (USYCNCCC

Xialing Co. (HK)/Xiamen
Chemical Fiber Factory

Will provide loans to cities of
Guangzhou, Zhanjiang, Zhaoqing,
and Huizhou for importing
program-controlled switchboard
system with 131,000 local and
3,600 long-distance lines, and

for 15 previously signed

contracts, $80 million. 7/88.

Established 15-year joint venture
to manufacture digital stored-
program control systems.
Registered capital: $4 million.
8/88.

Established joint venture to
manufacture telephone equipment,
using, in part, mothballed US
equipment. $1.5 million. 8/88.

Signed agreement to launch
AsiaSat-1, which will provide
communiations facilities for
China, S. Korea, India,
Philippines, Thailand, Hong Kong,
and Pakistan. 6/88.

Signed contract to provide 10
suit designs and training to
produce 100,000 Western-style
suits annually. 7/88.

Constructed a knitwear
manufacturing facility. $1
million. 7/88.

Will form joint venture to
produce 20,000 tpy polyester in
Ningbo, Zhejiang. 7/88.

Jointly set up Hualun Co. to
produce 7,000 tpy long fiber
polyester. $30 million. (HK:25%-
PRC:75%). 7/88.

Transportation and Transportation Equipment

China’s Imports

Daimler-Benz AG (FRG)/
NORINCO, Inner Mongolia
Autonomous Region

Canadair Inc. (Canada)/
Poly Technologies Inc.

Chrysler Corp. (US)

Boeing Co. (USYY.F. International
(HK-based consortium of 16 State-
owned companies in Chongqing,
Sichuan)

Polaris Aircraft Leasing Corp. (USV/
Poly Technologies Inc.
Investments in China

Volkswagen AG (FRG)/First
Automobile Works, Changchun

Olympic Fastening Systems (US)/
CATIC
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Will transfer heavy truck
production technology and
supply truck parts. 6/88.

Will supply two Challenger
601-3A business jet aircraft.
$42.6 million. 7/88.

Sold engine-making plant. 7/88.

Will provide aircraft parts
plant. 7/88.

Sold two Boeing 737-300
aircraft. 8/88.

Will form jointly held company
to produce Volkswagen and Audi
cars in China. 5/88.

Signed letter of intent to
establish joint venture to
market and distribute aerospace
fasteners in Shenzhen. 5/88.



Blinder International
Enterprises Inc. (US)

The World Bank

Mercury Marine Division of
Brunswick Corp. (US)YWei Min
Machinery, Leping, Jiangxi

NA (ThailandyDandong Tire
Factory, Liaoning

Unicarcen and Deg (FRG)/Two
partners in Shanghai

Ongga Trade Corp. (Japan)/
Changshu Special Purpose
Trucks Factory, Jiangsu

UTI Chemicals Inc. (US)

Hyundai Motor Corp. and Kia
Industrial Corp. (S. Korea)/
Shandong

Other

Federal Motor (Indonesia), subs.
of Honda Motor Co. (Japan)

Messerschmitt-Bolkow Blohm
GmbH (FRG)/Xi’an Aircraft Co.

Hertz International (US)/
China Travel Service

Miscellaneous
Investments in China

Sanwa Bank Ltd. (Japany/China
Kanghua Development Corp. and
China Kanghua International
Trust and Investment Co.

Signed letter of intent to

purchase share in Shanghai

bicycle manufacturing company and
to commit $5 million after 18
months. (US:51%-PRC:49%).

$1 million. 6/88.

Will provide $200 million loan
for expanded railway system.
6/88.

Signed 30-year agreement to
established Jiangxi Marine Co.
Ltd. to produce, market, and
service outhoard motors.

$5 million. (50-50). 7/88.

Set up rubber tire joint
venture. $1.3 million. 7/88.

Opened Shanghai GKN Driveshaft
Co., Ltd. to produce joint
transmission shafts for use in
Santana cars. $24 million
(DM42.5 million). 7/88.

Opened Changshu Huadong Special
Purpose Trucks Co. Ltd. to
manufacture container and garbage
trucks. $4.9 million. 7/88.

Entered joint venture agreement
to produce bicycle tires. 7/88.

Agreed to jointly produce
automobiles, microbuses, and
trucks. 8/88.

Conditional agreement on long-
term export of 2,000 Honda
maotorcycles annually. 5/88.

Will assist in development of
MPC75 76-passenger aircraft.
$500 million. 5/88.

Will jointly promote "Hertz
Affordable China Safari," an
all-inclusive hotel and rent-

a-car package holiday tour in
Guangdong and Guangxi provinces.
5/88.

Signed agreement to cooperate in
introducing clients to business
in China. 5/88.

General Society of Surveillance
(Switzerland) and Mitsui Co. Ltd.
{lapan)/CCIC Finance Ltd.,
Shanghai

NA (Taiwan)/Pingtan Island,
Fujian

RIA Environmental Technologies
Co. (Canada)/Chinese Research
Academy of Environmental
Sciences and China Association
of Environmental Protection
Industry, Beijing

Opened China Import-Export
Consumer Goods Inspection
Center for inspection of
textiles, garments, toys, and
porcelain. 5/88.

Negotiating to establish
joint venture with local
businesses. 6/88.

Will establish an international
environmental technologies
development center to promote
ways of improving the
environment. $283,377.
(C$350,000). 6/88.

$GS Hong Kong (HK)/China National Established joint inspection

Import-Export Commeodities
Inspection Corp.

Other
(USSR)

The Rand Corporation (US)/Hainan

US International Arts Council/

China Palace Museum

Viak Ab (Sweden)/Nanshi
Water Treatment Plant

(Australia)

(S. Korea)

(USSR)

Japan System Co Ltd. (Japan)/
China International Sports Travel
(S. Korea)

China’s Investments Abroad

Vetlanda Nordiska (Sweden)/
Yingkou Piano Factory, Liaoning

center in Beijing to enhance
foreign trade cooperation. 9/88.

Signed agreement allowing
regional governments of both
countries to conduct trade
independently. 6/88.

Will assist in drawing up
strategic plan for social and
economic development of the
island. 6/88.

Agreed to exhibition of 80
Chinese paintings in the US.
7/88.

Will conduct feasibility study
on technical renovation of the
plant. 7/88.

Signed agreement for mutual
ion and encouragement of
investment, 7/88.

Planning to set up trade offices
in each country’s capital. 8/88.

Will build a 250,000 tpy paper
and pulp factory joint venture in
the PRC using Siberian forest
resources. 8/88.

Have government approval to
organize Silk Road Rally
automobile race. 8/88.

Signed agreement to begin tourist
exchanges. 8/88.

Bought out Swedish piano
manufacturer, and will rebuild
Swedish factory in Yingkou. 7/68.

CLASSIFIED ADVERTISING

POSITION WANTED

INTL MKTG OR PR POSITION
wanted. MA in intercultural commu-
nication. Cantonese/Mandarin/Eng-
lish. 1 yr imp and exp; 3.5 yrs.
pblshing; 1 yr cultural adjustment
consulting. Versed in Chinese
behaviors and bureaucratic systems.
Chinese/English word processing.
Serious employer pls contact Pascal
215/387-8039.

CHINA BORN, key dialects; health
care (diagnostics), 20+ years diversi-
fied experience in product develop-
ment, manufacturing, & marketing;
interested in representing US firm to
seek marketing and joint venture in
SEZ or elsewhere. John Liu, 6934
Dutchess Ct., Troy, MI 48098. 313/
879-7561.

MANDARIN-SPEAKING US citizen
from Hong Kong seeks liaison posi-
tion. 2 yrs national mkt/mgmt of
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computer products, BS computer
science, Texas A&M, began MBA.
Write J. Shiao, 7630 Woodhollow,
#269, Austin, TX 78731.

FIVE YEARS HANDS-ON EXP w/
US JV factory in Shanghai. Negs,
countertrade, Q-C. Fluent in Manda-
rin, MIM-Finance. Contact Bill Hur-
ley, 800/777-3637 or 215/272-3108.



BUSINESS TO BUSINESS

If you've been climbing the walls over
transportatlon for your China project...

crown pacific

OO . O Baca

Why not forward your cargo
and materials through Crown Pacific?

China - one of the last frontiers for large-scale engineering and
construction projects. It's a tough place to work, but even tougher to maintain construction
timetables and bring projects in on schedule and under budget.
If your China project gives new meaning to the
old adage "You can't get there from here!”, Call Crown Pacific.
If it can be moved, we'll get it there - on time and on budget.

¢k | crown pacific (china) Itd.
INTERNATIONAL FREIGHT FORWARDERS
"CHINA PROJECT SPECIALISTS"

HONG KONG - BEUING - SHANGHAI - GUANGZHOU - SHEKOU

Hong Kong Headquarters Crown Pacific - Beijing Crown Pacific — Shanghai
Crown Pacific (China) Ltd. Crown Pacific Limited Crown Pacific Limited
Crown Pacific Building Room 2131/2 Xi Yuan Hotel Room 624 Peace Hotel
9-11 Yuen On Street Erligou, Xi Jiao, Beijing, China 20 Nanjing Dong Lu, Shanghai, China

9 Jing. 9 g 9
Siu Lek Yuen, Shatin, New Territories Tel - 831-3388 Ext. 213172, Tel : 211244 Ext 624, Tix - 33001 BTHSH CN, Fax : 290300
Hong Kong YH Ch
Tel : 0-6368371, Telex : 33898 CPPRC HX, Fax - 0-6370186 Ti:+ 2283 't0 AU XYH CN, Eax 8314577 c n Pacific — Shek

rown Pacific - ou

Director : Keith Hanson

General Manager : Francis Tan Crown Pacific - Guangzhou Crown Pacific Limited
COSA-Crown Pacific Limited Room 322 CMSN Building
18 Hua Le Lu, Guangzhou, China Shekou Industrial Zone, Shenzhen, China
Tel : 765675/773365, Tix : 44662 CCPGZ CN Tel 1 691259, TIx : 420834 COSAS CN, Fax - 692769
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THE US-CHINA BUSINESS COUNCIL

OFFICERS

Chairman: CHARLES E. HUGEL

Vice-Chairmen: JAcK J. MURPHY, ALEXANDER
Bropy, STEVEN G. ROTHMEIER

Secretary-Treasurer: FRANK ZARB

Counsel: WALTER S. SURREY

President: ROGER W. SULLIVAN

BOARD OF DIRECTORS

DonaLp R. BEALL, chairman of the board and
chief executive officer, Rockwell
International Corporation

ALEXANDER BRODY, president/international
Ogilvy & Mather Worldwide, Inc.

ALAN CHIEN, chairman, Abacus Group of
America, Inc.

Danier. W. DERBES, president, Allied-Signal
International

R. DEREK FINLAY, senior vice president, H.J.
Heinz Company

PaTricK J. GNAZzO, president, United
Technologies International Corporation

THOMAs L. GOSSAGE, president, Hercules
Specialty Chemicals Company, Hercules
Incorporated

WiLLIAM B. GRAHAM, senior chairman, Baxter
Healthcare Corp.

RoOGER W. HALE, group vice president,
BellSouth Corporation

Craus M. HALLE, president, Coca-Cola
International

US GOVERNMENT OFFICES IN CHINA

Joun A. Hinps, president, AT&T
International, Inc.

CHARLES E. HUGEL, chairman and chief
executive officer, Combustion Engineening,
Ine.

WILLIAM A. LIFFERS, vice chairman, American
Cyanamid Company

J- Davip LUENING, group director, APG stafi-
Westchester, IBM World Trade Asia/Pacific
Group

WiLLiam J. MCDONOUGH, vice chairman of the
board, First National Bank of Chicago

Jack J. MurpHy, chairman of the board,
president, and chief executive officer,
Dresser Industries, Inc.

CHRISTOPHER H. PHiLLIPS (Honorary), retired
president, The US-China Business Council

PauL Ravesies, president (ret), ARCO
International Oil & Gas Company

STEVEN G. ROTHMEIER, chairman and chief
executive officer, Northwest Airlines, Inc.

Davip S. TappaN, JRr., chairman and chief
executive ofhcer, Fluor Corporation

Davip TENDLER, chairman, Tendler Beretz
Associates Ltd.

PauL W. Van ORDEN, executive vice president
and member of the Corporate Executive
Ofhce, General Electric Company

CoLIN WEBSTER, executive vice president, BP
America, Inc.

FRANK ZARB, partner, Lazard Freres &
Company

WASHINGTON STAFF
President: ROGER W. SULLIVAN
Vice President: RICHARD E. GILLESPIE

Business Advisory Services: KAREN GREEN

China Business Review: SHARON E. RUWART

Publications: MADELYN C. Ross

Business Information Center: JENNIFER LITTLE

Management and Budget: RICHARD L.
PETERMAN

Research: Davip L. DENNY

Address

1818 N Street, NW, Suite 500

Washington, DC 20036 USA

(202) 429-0340

Telex: 64517 NcuscTUW

Telefax: (202) 775-2476

BEIJING OFFICE

Director for China Operations: JOHN FRISBIE

Project Manager: ZHENG XIAO

Suite 3090, Beijing Hotel

Telephone: 5137766, ext. 3090

Cable: USCHINTRAD

Telex: 22637 NCPEKCN

HONG KONG:
Associate Counsel: BENJAMIN P. FISHBURNE, [11

EMBASSY
Ambassador: WINSTON LLORD
Deputy Chief of Mission: PETER TOMSEN
Agricultural Counselor: Davib M. SCHOONOVER
Commercial Counselor: LYN EDINGER
Commercial Officers: DENNIS BARNES, WILLIAM
BREKKE, TIMOTHY P. STRATFORD,
VINCENTE TANG
Economic Counselor: JAMES Larocco
3 Xiushui Bei Jie
Jianguomenwai, Beijing
Telephone: 532-3831
Telex: 22701 AMEMB CN

CHENGDU CONSULATE

Consul General: WiLLiaM W. THOMAS, JR
Deputy Principal Officer: Scott BELLARD
Jinjiang Hotel

180 Renmin Road

Chengdu, Sichuan

Telephone: 28-24481

Telex: 60128 ACGCH ©N

GUANGZHOU CONSULATE

Consul General: MARK PRATT

Deputy Principal Officer/Economic Section
Chief: STEPHEN A. SCHLAIKJER

Commercial Officers: Nora Sun, Topp N.
THURWACHTER

Economic Officer: ROBERT W. Dry

Dongfang Hotel

Telephone: 669-900

Telex: 44439 GzpFH CN
Attn: USA Consulate

SHANGHAI CONSULATE

Consul General: CHARLES T. SYLVESTER

Deputy Principal Officer/Economic Section
Chief: MATTHEW P. WARD

Commercial Officer: BARBARA SLAWECKI

1469 Huaihai Zhong Lu

Telephone: 336-880

Telex: 33383 vusce N

PRC GOVERNMENT OFFICES IN THE US

SHENYANG CONSULATE

Consul General: C. EUGENE DORRIS
Economic Officer: STEPHEN R. Fox
Commercial Officer: WiLLIAM CENTER
No. 40, Lane 4, Section 5

Sanjing St, Heping District
Shenyang, Liaoning

Telephone: 290038

Telex: 80011 amcs N

HONG KONG CONSULATE

Consul General: DONALD M. ANDERSON

Deputy Principal Officer: ARTHER KOBLER

Commercial Officers: LyNN W. EDINGER, YING
PricE, NED QUISTORFF

Economic Section Chief: KAARN |. WEAVER

26 Garden Rd.

Telephone: 5-239011

Telex: 63141 uspoC HX

EMBASSY

Ambassador: HAN Xu

Minister Counselor for Commercial Affairs:
HuaNG WENJUN

2300 Connecticut Avenue, N.W.

Washington, DC 20008

Commercial: (202) 328-2520 thru 2527

Visas: (202) 328-2517

Telex: 440038 prc Ul

Commercial: 440673 proc UL

CHICAGO CONSULATE GENERAL

Consul General: DENG CHAOCONG

104 S. Michigan Avenue, Suite 1200

Chicago, IL 60603

Administration: (312) 346-0287
Visas and Consular Affairs: (312) 346-0288

HOUSTON CONSULATE GENERAL
Consul General: N1 YaoLl

Commercial Consul: WANG YIXUAN
3417 Montrose Blvd.

Houston, TX 77052

Commercial: (713) 524-4064

Visas: (713) 524-4311

Telex: 762173 CHINCONSUL HOU

LOS ANGELES CONSULATE GENERAL
Consul General: Ma YUZHEN

501 Shatto Place, Suite 300

Los Angeles, CA 90020

Administration: (213) 380-3105

Visas: (213) 380-2506 & 2507

Fax: (213) 380-1961

NEW YORK CONSULATE GENERAL
Consul General: TANG XINGBO
Commercial Consul: SHI JINGXIN

520 12th Avenue

New York, NY 10036

Commercial: (212) 330-7428 & 7427
Visas: (212) 330-7409

Telex: 429134 ccony

SAN FRANCISCO CONSULATE GENERAL
Consul General: ZHAO XIXIN
Commercial Consul: Lu ZUWEN

1450 Laguna Street

San Francisco, CA 94115

Commercial: (415) 563-4858

Visas: (415) 563-4857

Telex: 4970121 ccsF



Are You Interested In Doing Business With China?

IBM
BALLY
KODAK
AMC JEEP
TOUCHE ROSS
NORTHWEST AIRLINE
BANK OF THE ORIENT

Organizations like those listed above know the best way to present their products and
services to The People’s Republic of China. They advertise in the . . .

FOREIGN PRODUCTS AND SERVICES DIRECTORY FOR CHINA,
published and distributed throughout China by Westbourne Ltd. Westbourne Ltd has the
exclusive contract to provide this service through a long term agreement with The People’s
Republic of China.

TO INCLUDE YOUR COMPANY IN THIS DIRECTORY
CALL

1-800-542-0075
1-214-701-8070

WESTBOURNE LTD

HONG KONG ¢ LONDON e MUNICH e LOS ANGELES e DALLAS
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