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You can do busrness in Japan
without shelling out a fortune.

hr nmnl companirs. the higgmt
brrrier l0 nL\{ mark(Ls has hr:en the
cosl ol husinr\s lripr llelllurirnL\ cxrl
be rxperrsivr, :urd ertrr the snlrllest
acconrmo&rtrixts lrnr canv oreniiztd
hills 'l'et those uillirrg ro htil lirrlr
adlrrrtunrrrs will find thxt trilveling
comfortlhlr in.llpen doesn t rtquin
plcking l suitc:ue lull ol vcn.

Hop on the bus.
A $10 bus ride fron) llarita Aiqn)rl
mr\ r)ol slrike \0u lr.s lr harglrirr, hul
contplnd t0 a )'l50 ll\i. il is 'lhe

huscs marked'Aiqn)rt l.im{)usire'
stqr al all tlrt major l:otels irr 'lbhri

Sleep cheap.
llusin6s h()lrls xre x fuirlt rror phe-

nonrrxnl (lxtcring Ilrimarih k)

Jrp:rre;e husirresnrerr. ther'n cleun,
fu nclional. lnd convenientl\ hcated.
,Altlxrugh rrnding ntachints rcpl:rcr
dnls)iliei likr monr service, itt ${0 to
$50 x lighl these hotrls an :r sourd
in!$lnrenl. 'lh0 nmi0r chains are thc
'bkvu lnl (tel. 0Ji{06-0109) arrd thr
\Iibhinglon (le1. 03 {J{-5lll).

Food for naught.
ll slrouki conre as no suqrrise lhat
\0u ll sale nrole! ealing whcre the
lirals eat. (iood arrd nruonahh'
pricrd restxunnls cxo tx fould in
departrnerrl slores lrrd the hrlsentenl\
0[ oflice huildin&s. Al lunch. :uk for
/e,.\rr)t/i. It nreans special ofthe &r:
lrll includcs rice, miso soup, salad.
nll?t r)r fish. ud der*rt all for
uorrrrd firt dollan. Ild tpnvt 

^rl

.rol.rrrrin (rxndle shops) drc pcrlecl
places for rt quick and tastv nreal.

Northulest notes.
Since lorrr lime is mone\ too. we

nt:dt it u quick lnd easv ru pos-

sihle for l,ou lo get to.lapan, hv

offering dailv nonstops fmnr the
nlosl [].S. cities. So \ou can count on
arriving whel vou wurt. reiled a|d
rgldr lo do husireis furd ur girr
rou something else no other [1S.

airline carr: the knouledge. under
snrrding ar)d insight lhat c0nr€s fr0n]
over 40 vean of helping people do

husiness in Asia k)r intenrxti00al
ra;emtions, call lour travel agent
0r Nonhwest rt 1-u0(l417-4747 'lh

find out mort ahoul doing husiness

in dsia. call l-1]00-55J-1215. exl. l8l.

I
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The China
Business Review
fht' magazine of the tiS-(lhina Business Council

Noveurber-I)ecerrber l9()0 \'oltrnre I 7, Nuntber 0

TRENDS & ISSUES
Ohina legislation.

(irpvright law up<late: Oongress v()t('s ()n

Catching Up Liaoning Provirrce sceks to prove th:rl northeast
Chirra has srrrrething to ofler ftrreign investors. Stephen O.'l'homas

SPECIAL REPORT: REBUILDING TOURISM

Down but Not Out China's top torrrisnr markets are in her own
backyard. Janet ?.hang

China's Hotel Glut How rnarry will sulvive the downturn in
busirress? Dattid'fong awl (hrbo Ohtung

The Allure of the Fragrant Harbor Despite its links to rroublecl
China, llong Kong is still a tourism Irowerhouse.
('.larttce It. Peltrs

FOCUS: EXAMINING THE INVESTMENT CLIMATE

Letter from the President What liind ol foleign investment
rloes (lhitra reallv rvant ? /logrr lli 5rr/lilaa

Party and Politics inJoint Ventures The rules haven't
changed, but olicials are inlerpreting thern differently.
Margeret P?arson

JoinaVentureDissolution \4'hat todowhen it's tiure toenda
project. John l'rishie and Dauid llen Ka)
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l2
The outlook for
investment in
China is anything
boa clear, ( )r1,.r ttl

Foreign inv€st.
ment took a dive
afterTiananmen
(p.32).

Signs ofexpanding
South Korean business
are everyrvhere (p. 46).
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TWo Years ofTroubles (irping witlr the austerit,v prograrrr is

testing f<rreign investors' rcsources-and patience. A r?porlfrom
thc L'S-China Bu.tinc.ss (huncil
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Copynght Law Update

the rrarrowing of tlre torrcept of "fair
use." Articlc -12(l) of the prelious
draft plovided fairlv hroad standards
of liril use. allowing "selecte<i puh-
lishcd works to be published arr<l

dislributed in textbooks for contpul-
son education purposes.' Article
22(6) ()f the adopted law, in contrast,
pernrits use of "a surall part of
prrblishecl works in classr<xrm teach-
ing or scientihc research," but does
nr)t alk)w publication. Despite this
change, the Copyright l.aw still con-
tains overly broad ex<'eplions to the
requirenrenls of author's consent
and third-party paynrent of usage
fees.

In the works f<rr hire" area.
Chilese draliers includecl lrew provi-
si(rrs that nray reflect a high-level
decision to accord technical works

Oharles ll. Miller is a porlncr il lh? N.zo
lbrh ojice ol Pennie A Edmouk.
Weihuu Tung, (uficllly a tslociale
ouonv) ol Pennie A Edmonds, uos

Ionnerb associat(d uilh the Unit?d
Notto s and MOIERT.

A torrrparisorr ol Chirra's neull
arLrpttrl (irprrrglrt l..rw lritlr I)r(\r-
orrs unlruhlisherl <lralts (ree'I'ht ORll.
Scpterrrlrer-October I9{)0, P. 2l)
tcr r'rlr r<rrrrt \rl,(nrh(.lrit ,lr.rttges rtt
h()th li)rnt an(l ('()r)tc11l. 'fhe eight
chaptcrs ol lhc final draft rscre
trrrrsolirlatcrl into six thapters in tlre
(u! rent lirw' an<l thotrgh nrost o[ tlrc
issues lell trlrcsolrt'rl irt tht' drali
have not hccn addrcssed. therc arc a
fcr inlp()ltrnt <larifitations aDd ad-
<lit ions.

In partirular, thc tlelinition of
r opvli6hrs in Artir lr l0 rrf tlrt. law is
broader lhan thc dcfiniti()n irt Arti( le
7 of tlre rhaft. The new definiriorr
rcc()gnires adaptation, distribution,
and derivative work rigltts as eco-
rrorni< r'ights ol authors, bringing the
law cLrser to lhe st;rndards ol lhe
llerne (ixrvention. l he notiorr that a
toprliglrt t'orrstilutcs a Irrrrr oI pri-
vate propcrly rights is ( lcarly at ()(lds
\ailh l\la()isl tenets anrl rhus :rn
inrporlanl ideological b[eakthrough
in China.

Arr()ther signifirant r hangc,
tlrough less profourrd rdeologicallv. is

spe.ial trcat rent. Article lti ol the
law 1>rorides that t opyrights ofuorks
(reirled in nork fi)r lrire situati<-rns
heirng to thc author, ex(cpt when
the works involved are (()mputer
progranrs, enginet'ring designs, or
drawiirgs o[ protltrct designs and
(,ther spe(ili( alions. ()ther arli(les
specifically n()te that ('()Drpuler soft-
ware is protecled under the law.

lirralll, unlike carlier dra[ts, Arti-
cle 45 alkrws punitive actiorr in cases
of infringement. This will greatly aid
in the enfirrt ement of c(]pyrights.

Though a significant step forward,
rhe currcnt version of the (iopyright
I-aw is insuffit ierrt t() permit China t(t
a(cede t(, an inlernati()nal copyright
( onve[ti()tr, and f()reigners have not
been permitted to see lhe inrplenrent-
ing regulations under review by the
State (iruntil. Should the law be
per[ected in these regulations, how-
ever, ir woulcl brxrst foreign con6-
dence in China's investment climatc
as well as (ltrina s international im-
a8e.

-(lharles 
t. Miller and Weihua Tang

o l-orcigrr *olks alt protettcrl onlr'il'
''lrrst prrlrlislrlrl ir (.hin,l. I)',nr( \ti(
$,'rl\ tin(lurllrg tlr,'rt ,'I Sirro-li'r-
t'igrr ioirtt \cnlrr'r's) aIc pr()tetted
whetlrcr lrrrl>lislred ol unpublishe<1.

. The (()pyrighl t() .()rnpuler pro-
8r'arns cteated drrr_ing tlre <ourse of
cnrpl()yincnt by an ernployee bekrugs
t() tlre er pl()yer.

. The term of protection lirr <opv-
righted works is 50 years plus life of

tl)e aulhor or' 50 ve:us frorn [irst

[)lrbli(ati()n in <ases of $()rks rna(le
firr hirc.

o An unqualified free-use right exists
frrr private use, rtudy, and enrertain-
ment PurP()ses.

. G()vernDrent departments may ex-
ercise free-use rights within the
scope of their t'ustonrary duties.

. A free-use right exists for transla-
ti()n ()r reproduction in a limited
quaDtily of a work f<rr scientific

resear(h or teat lring purposcs.
krng as there is no publitation
distribution ol the work.

()t'

. l,icense agreelllents olay n()l ex-
ceed l0 years. Renewal upon expira-
ti(rr is irll{)wed.

. (lilil liabilities inclLrding prelinrr-
nary irncl pernraneDt injunctions,
c()nrpettsatr )ry damages. arrd adr|rinis-
trative penalties are available in cases
ol infringenrent.

. Retr()active prote(tion exists Iirr
works alreadl' rreated. No retroac-
tive retrredies exist for prior infringe-
nlentS,

. The law is eftective June I , I 991

4 The China Business Retieu e November.December 1990
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. C(rnputer software is a "work"
specifically protected under tlre
Oopyright l,aw. Regulations govern-
ing (()mpuler software will be pro-
nrulgated by the State Council at a
later date.

Key Points
ofthe Copyright l,aw
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caP Roundupitol Hi,ll
lhe arlnrinistratiort s ilnti-l)r'r)te(li()n-

anrendnrents to the Nittional Deltnse
Authorization Act [ir' llll)l aim t()
linrit tethrr,,lr,gr trJn\fer:lnd rrstrir I

U:i sarellite rrrlkers from using (.lri-
nese launch facilities. As passage of
these bills is necessary t() expropriale
significant g()vernnle[t funding, the
President is unlikel,v to veto tltenr
bcr;ruse ,rI Ihr (.hirr.r anrerrdrrrt'rrt..

l-lntil the bills emer-ge frour c()rrfer-
encc it is dillicult 1() gauge what
irnpact such legislation will have on
t S-(lhinil ((rrllmer('c. HDwercr'. it
appcars that at least sorne fut-ther
reslrictions ()n L,S exporls to (lhina
can be expected. 

-DR

rst sll tce

tr

US Congress uotes on MFN
The House ()f Represcntatives

roted ()ctober lll to pass two bills
restricting (lhinit s M(,st l'av()red
Nation (MFN) trading status. -l'[re

I'ease bill sceks to nrake extension of
MFN in l99l <onclitional on "signifi-
cant progrcss" in (lhina s hurnan
righrs rec()r(|. while the lesolution oI
disapproral spons()red b1 Rep. (ier-
ald Solomon (R-NY) ainrs to nulli[y
this vear's l)residential extensiorr ol-
MFN. Belore (i)ngress reccsses at
rhe end of ()ctober, both bills will be
passed to the Senate for consider-
ation. where they are expected to be
approved. ,\s Tht OBR goes l() press,
it apperrs rlrJr nrore pressing brrsi-
ness conct'rning the budget and
Middle East rnay ()(cupy lhe Senalc's
t ime during tlre rernainin6J da,vs of the
session. Should the Senate f.ril to v()te
()n the MIN bills befrrre recessing,
I'resident Bush's extension ()f Ml'N
will starrd with no ftrttrre conditions
atlacllrd. [-\'en il ()ne ()r both of the
bills is approved bv tht'Senate. tlrev
w()uld (enainl,y be retoed hy the
['residcnt.

Neither bill is likely ro gerrerate
en,'ugh sulrl).'rt l{' r,rcrride a Pte\i-
dential veto, rllearring I\t Fn- is likcly
to rernain intact li)r at least this yerr.
But in earl!' l!)91 the process uill
begin again as (irngress prepares a

stand in advance ()f thr President's

.lune deadline firr MFN renewal.

Texrtle Bill aeto upheld
Approve<i by both houses of (irn-

gress in early ()(tober, the Texlile
Ilill was vetoed by President Bush on
October 10. Congress rrltinrately fell
l0 v()trs sh()rt ofalr override, thercby
failing to pass the legislatittn Io cap
lextilc inrp()rts al I percent over
l{}89 quotas. This signals a lict()ry
f()r textile irDp()rlers sourting frttm
(lhina-whir h pr'ovides l4 perr ertt
of all US textile inrports-as well as

Short Thkes
Trad.e Defi.cit Soars
First-half 1990 statistics leveal lhat
China, while iorporting only $?..189
billi()rr ra()r'tlr ol US g<xrds, exported
$6.554 billion worth to the Llnited
States. The $.1.01i5 billion differetrce
represents an 80 percent increase
(,vel the deficit lirr the sanre peliod
last lear. If currertt trade rates
rcrnairr stt'ady. tlre vcar-enrl dclirit
cotrl<l surpass $8 billion. possiblv
triggering renewed pr()tecl i()nisnr on
Oapitol Hill.

World Banh to
Tbst the Waters
ln Novernber. the \fbrld Bank is

expected to suhnrit two nrore (lhina
prrrjtrtr t. the exertttive ho:rttl L't

apploval. l-lrc Bank *ill likclv stck to
expand its (ilrina progranr bevond
thr' brsir hrulan nee<ls (llHN)
scolx' bv subnrittirrg ortt' rtort-llHN
project. 'lhe lcading carr<lidatc ap-

Ix;r\ rr' lx tlre Rrrrlrl lttdttsttrer
1"S1rark ) Pr()jc(r. whi(h thc Rrrtk
$ill tr1 til llrslrlr (,n glorrrr<ls tlr.rt it
*,ill pr(,Dl()te ct ortotrric relirrt:t.

CCP Plenum Postponed
The seventh plenunr of the (iontmu-
nist l'arl! (lentral (irrnmittee report-
edly has been postponed until No-
renrber or Dctenrher drre t,' dis'
agreenrent within the Ieadership over
ec,rrrornic prrli<v. Ii'pi<s t(, bc di\-
cussed at the plenum inrlude the
Eighth I ive-\'ear Plan an<i tlre llte of
ousted Palty Secretary Zha<> 7,ty'ang.

5
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Nellu export control restrictions
()lher (()nHression:rl lcgislation

that might have ranrifications lirr
Chirra business incltrdes scveral bills
limiting (lhina's access to LIS lriglr
technokrgr. \4 hile House and Senate
versions of a bill rcattthorizing the
1971) Exp()rt Ad nrin ist llti(nr Acl seek
to revoke tlre Presiderrt s atttlrority to
extend distributtrn li(enses t() C:hina.

Arlocl.t. Edltor.
Vanessa Lrde Daorel P Beardon

Buainaat anagaa
Barl Broome



Catchirg Up
Liaoning Proairue is

courting-an d winning-forei gn inu estment

Wil"l*ll**i
(:u.lrqrl,,lg. \lr.rrrtlr,ri. Itr.iiirrg. lrr-
ji.rl, rrr' [-iarrjiu- l]rrt tlrcs<. tlarlitiorr,rl
ittresltrrt'ttl loralcs at rtou bcirrg
thallcrrgt-d l)\ al n(,r.r(()rrrl l() lh('
irrr esl rrrcrrt scerrc-l.ilrorrirrg l'ror-
ittre. Lxatc<l in trolthclrsterrr (lltirra.
llr[rgh [-i:rrning nla\ n()t \.'l l)(
l,'r ( rrr,'\l ,,rr l, 'I(ilrr ittr t rtor.
rrrirrds, au agglcssive ranrpirign trr
irrplor c irrr crtrrrr,nl in((]irti\'(,\ :rr(l
tlrc provirrte s pivotal rolc as e
rorrrrrrrritatiorrs arrrl tllrnsPoltatiol
Itttb lirr' tlrt irtdust r ial l(,r lh( ;rsl hlr\ r'
gorre l;rl tr) I)ul l.ia()nilg (,n llrc
ilr'csttttcttl rlltp,

()licrr r-t'lcllc<l l() i\ tl)c 'Rlrhr r)l
tltr't.ast lrttausc of its largt torr-
(.rrtrlti()rr ol hcarr irrlrrstli.rl I;rtili-
tics-one-ltrrlh ol (llrirra r Irt,lrrr
itttlust t ial :rsscls-l.iaorrirrg ol-[irs
rrrant lrrlrarrlegcs to lort'igtt inrt,s-
toIs. 'l lrt Prrrvirrce boasts an cxl('ll-
sirc itrliastr'rtttttrc. irr lrrrlilrg tlrt
sccortrl lalgcst l)()r'l in (;ltitrit nn(l iur
t'xrensivt, r'ail ntrrrolk linLirrg rlrt,
r' !r tlr'.1\lcr n l,r',!rrr(\ li.r,'rrirrB ir
rulso lrrrrne l() lha .,1n\lrln lrorr arrrl
Stcel \|i)rk\-(il)ina s lrrr gt st strt l

l)r ()du( cr 
-iutd 

lcr slripbrrilriirrg.
1x'trrx lrcnriclrl, arrd rrrachirrt, trx,l
I acilit ics.

Sitttc l!)til. I-irrrnirrg has prrlsrrtrl
irttprorr<l t'clatiorrr rvitlr tht orttsi<lt
s'rrll<1, errd corrtitrrrt.s to rotrrt lorcrgrr
ittvestot s tlt spitc rratiorrrvidt'arrstcr-
itr conrlitiorrs. In \lar l1){)0. outgr,-
irg (i()\'elr()r l.i Clrarrgrlrrrrt rlt-
rl.rrrrl th.rt I i.r.nirrB Plorinrr'r
.rrrrlrrt r,rrr is t,r Irer ,rrrc orrc oI ( -lrirr.r's

Itadcrs irr yrlrxlrrting exlxrts ilnd
lutllir(lirlH lirreigrr irrrt-slrncrrt. Actirrg
(;()\(ll()r Yrrc Qili,rrg sc(,r)l\ l(' l)e
IirlLrwing the grri<lelirrt.s ol his plcrle-
t cssol bt corrrting Iort'ign .ioirrt-
verrtrrlt,arr<l ter lrrrologv t rirusli'r' r'orr-
tratts rurd r ontirrrrir:g to irrlrr'ort. the
pr ovirrce s infr'estrrrclrue. \'ingkorr
(iitr. Iirr cxarrplt.. is lt,poltt.tllr llrout
Io rt'rt'ivt a $1100 nrilliorr lxrrt iru-

l)r'()\cnrcnl Lrarr Ilorr tlrr. L'rritt'rl
Natiorrs l)t.r eLrprrtenl Pr'ogi lrrlrre-

.\l(Plt (:. I honttt i.t ttttrx trtlt ltnftts|r
ol politi l \ri?nrr at th? []t]i:.,,rsit.'t ol
()tlurulo al l)otyn anrl u' .\ .t 7'tstlttt{
\(hol t al Liaoni,tg Llniu,rsit\ i thc
tprtng ol I t)<)0. ltirhtrl J. :\lohr. lorner
l'rn'cign ( itrrtrntrt to I S(t1,t.t, t'(p,l,,n-
ldtv ttl lh? L .\ ( )nsulub in .\hrnvng.

l.\o tolttibutcl lo lhi: rrtilt-

.\n(l in S(.ptcrll)er, Slrcnrlrng (iitr's
Svrrlxrsirrrr on lntclnatiorral l.lco-
notnir lrrttl Ii ( hni( al (l(x)pcrilti()n
Itellt<l ortr' $:100 rrilli()n w()r'th ol
( (lntra(ls.

Becoming a player
l horrglr l.iironinA laggr.rl lrt.lrinrl

ollrcr artrrs ol (llrirra irr tht lilst
sl,rirll lr' ,rlll'll( t l,,tr.rHlr rrrrert,rrs irr
the t'atlr ll)U0s, tlrc prorinct' has
raPi<llt ltrirrlc ul) llr'(,un(l irr rrccrrt
vcalr. \4'hcn (ihirra clt,siglatcd the l1
optrr co.rstal rities irr l1lu1. l)aliarr.
Li,rorritr,.i ,' Lt'r 1,,'1t. rn.1. tlrr',,rrlr r itr
in tlrc rtor'thcast t() l)c in.lu(l(\1. Iu
l1)lltl. lrouevt'r'. rhc crtir-c I-iaorkrng
I'ettinstrl.r tlrt cight citir.s an<l Ili
(()ulllies llrat corrst inrtc llrt.soutlrt,rn
thirrl ol l-irrorring l>r'or in(t, (srr
rr.rl,)-\.r\ tr.rrutrl ,'rr, .i (.lrrrr:r's

Stephen C. Thomas

Liamilng Profile
Population: 38 million

Major cities: Shenyang (5.!r million), Dalian (4.5 nrillion), Anshan (3.3
million), Benxi (2.2 million), Yingkou (2.2 million), Fushun (1.5 million)

Major industriee: Steel, shipbuilding, petrochenticals, rnachine tools, military
materials, electronics, metallurgical products

Natural reEourc€s: Oil, coal, boron. gold, iron, magnesium

Provincial GNP: Y95 billion

ExPorts: S4.446 billion

Imporar: $0.888 billion

Forcign investment: To dare, 8 I 0 joint ventures

US invectment: To date, 57 joint ventures

All categories excepr for inves(ment refle(( 1988 figures.
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fi1's open econonric zones. Iu l{)ll8
Shenvang. [-ia()ninB s industrial hutr,
was (lesigrrated itrl ex[)()rl pr(xessing
distlict bv thc (entral go\'ernrneIlt,
adtlirrg [irlther trr l,i.r,rrring r .rbilitr
to w()o f()reign ilvestnrent.

Since l1)79, Lia()ning has rttracted
over'$5 billirxr in fbreign al(l (l()nrrs-
1ic l()ans ltud investnrcnt, inrltrding
$2.5 billiorr in (lirect Ii)reign inlest-
menl, $ I .2 hilli()n in f()reign g()vern-
ment loans. $5{i0 million fronr firr-
eign banks, $470 ntilliorr fronr
inrernati(,nal financi:rl institutiorrs
such as the \Vorld Rank and Asian
Developrrrent Bank, an<i $330 nrillion
frorrr the Bank ol China. B,v 198U,
Liaorring had enrerged as ()ne ()f
(ihina's leading provincial borrowers
of both foleign and donleslic loans.-ftr ftrcilitate [urtlrer intelaction
rvith glrbal nrarkets, the prorince
irsell has in\cstc(lovcr $3.6 billiorr irr

inlrlstruc(rrre rlevelopntent to inr'
pr()\'e r():rds, harbors, railwals, conr-
nrunicati()ns, p()wer plants. water'
supplv slstems, and natural gas and
coal suPplv systems. A ncw $500

and l\rrm [-ixoning.

Boosting erpotts
Liaoning, like other- provinces, has

girerr lrigh pr-i,'r'it1 to inrreasirrg
exp()rl pr(x[rcti()n, for the province
currentlv acc()urls for orrlv 5 percent
of (lhina's exports despite annual
exp()rt Br()wth ol nearlv 20 percent
fronr 1978-ul). l.iuoning's total non-
oil exp()rts in l{11)0 are pr(ie(ted t()
reach nearh $2..1 billion.

Efli).ts are also being made to
diversifi' ttre province's range of
cxP,,l't\. AHI'i(ullural Pr(,dut ls (pri-
marily soybeans, <'orn, and silk) have
traditionalll' ac.ouDred for more
than one-lhird of expolt earnings,
th(tuglr nr.r(hine r\' an(l ele(tr()ni(\
exPorls arc oD lhe !-ise. Heavy
industrial produr ts such s buses and
power plant equipment are s()ld to
developing nations in the region,
while light industrial goods such as

electronic equipnrent and garmenls
are increasingly s()ld t() Hong Kong
buyers who re6rrish or repackage
theDr befi)re rc-exp()rling them.
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While other regio'ns au-
erage between 40-50
p(rcent Chi nese inuest-
ment, some Liaoning
joint uentures are as
much a"s 70 percent Chi-
nese-finarued.

nrillion. [our-lane highwa,v linking
SlrenrnrH rn<l l)ulirrn ,,pened in
Septenrber, cutting travel lime be-
lNeen the tlr'o cities to lirur hotrrs.
And both Dalian s rte*' airporr and
the recently built '['i()xiirl lnterna-
li()nal Airp()rt (ser!irrg the five indus-
lrial cities of Shcnyang, f'ushtn,
Renxi. Anshan, ancl l,iaovang) lre
capable of acconrnrodating night
landings and 747s. Regular llights to
H()ng Korrg and Japan h:le alreadl
begun, facilitating husiness travel to



Though Japan has traditi()nally been
a rnajor destination frrr nrany of the
province's exp()rts ftr? charts), ex-
polr destinatiorrs are being rliversi-
6r'd. Balter trade with thc S(,rict
Union is alsr) growing, as is dire<t
tr:rde witlr South Korc;r.

Standard incentiaes
While sonre of the catalysts firr

change-as uell as nruch of tlre
Iunding-delive fronr policies set at
the nati()nal leuel, l,iaoning lras also
launche<l efforls at the provincial and
krcal levcls to spur investnrent and
exports. -fhe provincial bureau-
( r'.r(v-l lr( )rl8ll Inor( ('r,n\crvrli\c
and nl()rc closell' lirrked to the
nrilitary than the re[orm<)rien(ed
leatlerships of s()rne s()utherD pr()v-
inr'es- h:rr enr r,rrrage<l lrx al .rrrthori-
Iies l() Irlrr\ue irrvestrrrent ()PPortrrrri-
ties and gt'anted sonre local arcas
greater llexibility t() atlra(l fbreign
inr'estors.

Specificalh, Slrenyang an<l Dalran
were given aut()norrv t() pr()vi(le
sprcial in(entir'cs k) [oreigD inres-
t()r-s. su('h as lax rales at hirlf lhe
nirtional rale and krcal approval
authority ft)r investnlents up to $:10
rrrillion. Within the (,tller ,.ix major
cities of the l,iaodong Peninsrrla,
taxes levied on foreign investrnent
are also kr*'er than nirlional levels.
thr)u8h not hy.rr nrrr<'h. Ilre ritics
and surrountling c()unties falling
under thc spet ial rules for l-iaodong
can charge 24 per(ent tax on foreign
investment protits, t onrpared to the
30 percent nati()nal rate. Two spet ial
z(nles-the Dalian !i onorrric arr<i

Tet hnokrgicaI Devekrpmerrt Zone
an<l the Yingkou Exp()r't Pr'()cessinB
Zorte-lrc all()wed t() (harge ('orp()-
rat(' tax Jl l5 pcrreDt. Texcs within
these spe( ial z()nes (an be further
reduced to l0 percent if the foreign
investors export over 70 percent of
production or iI lhe investrrent is an
advanced-technology enterprise.

llven within the special z()nes, tax
and land use preferences granted t()
foreign investors do not diller mark-
edlv frorrr othel preferential zones irr
China. l'or exanrple, l,iaoning prr>
vides Iirreign-invested enterpriscs
tw() additi()nal years of tax-free ()per-
ati()n once they bec()nre profitable,
folkrwed by three years at 50 percent
the n()rnral rate-sinrilar to the
poliries of lhe Spe(ial Erononric
Zones (sl:Zs). l,and lease regulati()ns
are also sinrilar t() other areas.

Liaoning Trade, 1988

Primary lmports

Lighl
induslrial

Agricullural
products
270/"products

3-11"

Heavy
industrial
products
42/o

!1. Source of lmports
All Others
-t 5.7"/"

Italy 3"/" Ja
36

pan

United States
7.3/o

West Germany
10"/"

Hong Kong 27.5%

lll. Primary Exports*
Light industrial Agricultural products

15.5/"products 17

Heavy
industrial
products
670/"

'lncludes exports ol crude oil ,rom Heilongjiang Province

lV. Destination of Exports
All olhers
190/"

Japan
42"/"

South Korea 2.5olo

West Germany 2.57o

USSB 3%

Singapore 87.

Hong Kong 9"/.

United States 14%

Sources. Almanac ol China's Foreign Economic Relalions and Trcde
1988-89; Economic Statlslical Yeatbook ol Liaoning. l9B9
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though land c()sts are generall),nluch
less in l,iaonin6J lhan in tlre South.
The Shenyarrg t:xprrrr Pr(x es\ing
District, Ii)r exirnrple, allows 50-vear
leases, with land c()sts around $30-50
per squirre meter-substan tially
cheaper rhan in areas with more
developed infraslructure, such as
Fujian and Shenzhen.

Inuesting light 3

:'

t

Dalian's extensive port facilities are a strong drav for Liaoning's exporloriented

razor blacles for sirle in China. l-he
first loirrt vrrtur(, t() be rr.t up rn
Liaoning, Shenmei has rcporterlly
becn profitable since l98ti. Shen-
yang Tarrrbrands Oo., a-joint verrture
of lhe LIS conrpany Tanrbrands Inc.,
sells over 90 per(ent o[ its Ii'nrrnine
hygiene proclttcts in (lhina's large
citir.s. TIre Pfirer Irrr.joirrt verrtur c in
D:rlian also plans t,r rell its arrtihiotrr'.
alnrost cntirelv l() the (lhinese nrrr-
ke r.

As in ()ther parts ()f Chinr. foreign
investurent lell ofi sornewhat in 19119

following the cra(kd()wn rt
Tianannrtn. Bv early l9{)0, howr:rer,
invcstors frorrr Horrg Kong, Sotrth
Korea, 'faiwan, and Jal)an \rt re blck
in lirrce. thorrgh US and Europcan
investment has not retrrrned to pre-
'fialrannrcn levels. Invcst()rs [r()ol
Horrg K.lrg itrrd l\'lar a. n('(r,tlIrl I.,r
over h.rll r,l frrreign irrvestrrrent irr
Lia(,ning. .lap:rn has sonre l(i0 joint
ventures. whilc US investors lank
third lrith 5.1 .joint ventures. locatcd
prinrarilv in f)alian arrrl Shenvang.
Trrtlrl I S joint tentrrre irrverlnrent is

$2110 nrillion. rvith $80 rnillion in-
vested bt US partncrs.

Llnlike othel areas irr China, how-
er,cr, the Chilese prop(,rli()n ofjr)int
verrtrrrr irtteslntent is nrrrch higlrr'r itt
Liaoning. While other regions avct-
agc betrveen.10-50 percent Ohinese
in!estnlcnt, sorne Liaorringjoint ren-
tures are as nltr<'lr as 70 per<ent
Clrirrese-firranced. Everr nrore rrn-
usual, suc[r vcntuaes rre olien lirr-
eign-nr:rnaged, rellecting an awat e-
ness arD()ng Lia()ning's provinr ial
authoril ies that f{rreign nranagenreDt
teclr niq ues-not .jusr f()reign finalc-

ing-ot'" tr., 
"ra-,a, 

frrr veniures to
su((ee(l. The abilitt to ne6oriate
nr(rre f:tvorable ternrs of mantge-
nr('nt ,rud al( ( isi{rrnraking iurth(,r'it\
may appcal especiully to snrall forcign
cornparries that d() not have the
resr)lrr'(c\ lo invcrt irr a Inajllrity
share.

S e ehing modern te c hnolo gy

Lia()ning's antiquatcd irrtlustrial
stru(trrre is greatlv in nee<l ol an
overhaul. 1he provinte has high
hopes ol rapidlY imploving overall
te( hnol()g/- lt'vels through "technol-
ogr grafting 

-selcctive 
investing to

upgradr existing technolo151. Be-
t\rcen ll)8{-U8. 678 suth (oDtra(ts
wert'signed in Dalian alone, in<lud-
ing scvcrirl for textile nranufacturing
an<l shoc protluction fa<ilities. Most
$e!c techn()l()Sl lransfer arrange-
nrcnts, ;rlthorrgh a Icu inrrrlrtd.joirrt
verrtures. By l990, over 80 per(eDl
o[ these contracts had becrr inrple-
nrented, at a cost ol $.1U0 Inillion.

l,iaoning's technologv gral ting ap-
prrr.rch ,rlIcrr .r rrrrrber of:rttra(ti\e
investnrcnt and sales opJrortunities to
folcign tirnrs with advanced teclrnol-
og\'. lnvrstnrent in petrochcmir als,
televisiorr transmitters, I ract()rs, ard
other induslries has proved esPe-
cially lrr<ratire frrr fort'ign partncrs,
th()rrgh the prrx'irtte's ntar:hirte tool,
nleasurerlenl e<ltripmerrt, and trans-
fornrer induslries toul<l all be conr-
pctitive iD the i!()rld nrarket with
forcign technical assistauce. A num-
bcr ,rf hr':rrl.irtdustt'ial ( ntcr l)r i\c\ in
Shenvang's ['iexi district are also
secking firreign .joint-venttrre part-
ners t() update tlteir l{)50-(i0s era
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cquiprner)t. Given l.iaoning's rteed to
buil(l exlx)rt r arkels, le(hn()l()gy
gra[iing opportutritit's sltoul<l bc
irvailable even under ausl( rity ( ()ndi-
t i()ns.

A(l(ling le(hD()l(),jically atlvanc<'tl
.()nrl)()nenls to l,iaoning go(xls has
also beett plolitablc lirr Iirreign
ilve:,t()r's ()n( Jlrparrese 6rrn. lirr
cxanrple, has firunrl it extrcurrly
profitable to pur t huse [-iaonitrg-
nladc rlachine t()ols, re(alibralc ar(l
<ligitiu e thcnr in Japan, an<l thel scll
thenl ()n lhe w()rld lrra!ket, where

the\, are .r)nrl)clitirc rvith plo<ltrr ts

rDarufact rrre(l in the itt<lrtstrializetl
corrrrtries. tTS conrpanics arc gener-
ally nrorc rvilling thart Japancst' firrns
t() sharc su(h tet'hnolog1. Sltrcntl
irrveslors, however, should lrroctctl
u'ith r'aution rvhen consirlerittg tech-
n()l()gy tlilDs[i'rs, nraking surc the
agrecrIlenl is batketl uith krreiglt
cxchange.

\{'lrile nran\ [r,r'r.igrr,'r,rup.rrtics
havt f<x'trsc<l on cxpolting l,iao-
rrirrg's irrdtrstlial I)r'odu( ts :lbroad,
()thcr salcs ()l)p( )at rrn it ies .an l)c

Dalian's ice- and il|frcc harbor is
Liaonitg's najot pon and also scntcs thc
rest of rwrlheast Chira. Formcr\ o

Japotcse prf.ctufc, Dalian lt,.s now
emerged os a Pirne investrnent locale,
atlrocting rcarl1 2O perenr ol tol4l
lorcigt irwestnanl in Liaoring. Mosl of
lhc $425 nillion in loreigr inucslrniz,l
is cor.een taled in Pnjeck manulaclur-
iry and pt*.ssing light itdttstial
gootu or in seueral lledgling high
lechnolog, lentLres. Associate Edilor
Vaussa Lide ftccnl,b s|oh2 wilh Food
Ghalili, ptcsidcnl oJ Dalicap Corp-, ond,

Qt Lianhu of lhc Dalian Pa.ifv
MultilaJer PCB Co., Ud-, uhos. elec-

tronic conponenls-frodu.irg joit l om"
tufts ore bolh spoflsor.d b) thc hlilor-
nia-based Pacilu lnlotcch Corp. (PlC).

CRRz Whtt motivated )ou to i uesl tn
Liaonir.g, and Daliat it potlicular?

Ghdili: PIC sought to invest in one
<.rf China's economic and technologi-
cal development zones (ETDZ), and
the Dalian ETDZ stood out because
of its strong infrastructure and port
facilities. las communications net-
work, inremational airport, abun-
dance of skilled labor, and pleasant
expatriate environment nrade Dalian
an ideal site for our ioint venture.

Qu: ln addition, thc water supply and
electricity are even better than Shen-
zhen. You do not have to worry about
power failures here.

QRR: Hou resporuivc atc th. Ptoviuial
and local butcaturaci.s to Ior.igta itavcs-
tor ueds?

Qu: We have been receiving great
support from all departrnents of the
municipal government and the
ETDZ, which both work to resolve

Dali,an: Standing out frorn thc Crowd

III *
:
6
!
e'
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Pscifrc Infotech Corp.'s Drlicapjoint v€nture in Dalien.

problems quickly. Dalian's ETDZ and
the city itself have also established
service centers spcciGcally to accom-
modate enquirics and problems from
forcign investors. In addition, the
mayor of Dalian sponsors a meeting
every month with foreign managers
to resolve any problems they may
have.

Ghdili: In fact, comparing our
experience with other regions in
China-or even other countries-we
b€licve that the burcaucracy in Da-
lian is much easier to work with and
shows genuine inter€st in our compa-
ny's needs, The local and provincial
authorities, for examplc, helped us
exp€dite loans and hire experienced
labor from govcrnment-run fac-
tories, even permitting us to change
the labor relations agreements in our
contract.

Qu: We startcd operations in June,
1989, and had some initial difficul-
ties recruiting workers. Now, hov-
everr our most serious problem is

that prices for our main pr<lduct-
printed circuit boards (PCBs)-are
loq though raw material costs re-
main high. Everyone here is optimis-
tic about the future, though-we're
the number one PCB shop in China.

CBR: Mrar k the long-rem outlooh lor
)out itruestme s?
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lirun<l within ()hirra.,,\borrt .10 pcr-
(enr ()f Lia()ninB's oil is sold to other
prorinces. along with procltrrts sttth
as nran-rrrade fibers, stt'el, and rna-
<'hilrt" trxrls. (i)ncerttalcd elli)rls bv
I.i.rorrirrg to irrrlt'ase s:rles witlrin
(lhirra sccrrt to Irc pavilg ,,fl itt
elet troni<s and <xhcr light irrrltrstrial
prorlucts. whcre dornestic salcs have
jtrnrped lry about I0 per(ent lnnuirlly
sin<c I0lll>.

Shilled labor force
l)espite its ('utdnled techl()l()g)-.

I

-->

Ghelili: Dalicap Corp., just as any
other company, initially faced a steep
learning curve when it began opera-
tions in 1988, Yet our company has
already begun to produce quality
products (ceramic chip capacitors
and thick film resistors) that have met
and even exceeded international
standards. While for a very short time
last year we did see a shortage of
funds for additional loans, this was
<luickly resolved without any major
effort on our part. We look forward
to a great future for this comPany.



the skill levels of l-iaoning's engi-
neers and technical workers arc fairly
high. Shenyang has over 260,000
engineers and (e('hnical wr)rkers,
many of'whom were trained at the l.l
universities and colleges in the prov-
ince. I)alian, corrsidered hy the Stalc
(i)un(il t() be the nrosl efl'e(tively
nraDaged p()rt in China, [r:rs enrerged
as a nati()nal leacler in thc training of
nranagers and te<hnical staff. Since
l9fl0, l)alian has also graduatecl ,l r-r-

50 MBA stulenls each vear frorrr The
National Center for Managenrent o[
Industrial Science artd 1'echnologv-,
run by the State University ol New
Yrrk at Buflalo in c<xrperation with
the US Deparlnrenl of (irmrnerce.
Craduates of the MBA progranr
usually return t() their w(lrk units or
government offires, though at least
l5 recerrt gradtrate. lrave takerr posi.
tions with f<rreign-invested enter-
prises.

On average, labor costs in [,iao-
ning are sr)rnewhat lowcr thirn irr
Beijing, Shanghai, (iuangclong, and
Fujian. where higher living costs and
a large-scale foreign presence have
driven up salaries. While l-iaoning's
labor costs will n() d()ubl rise irs
foreign investnrent in the pr()vince
gr()ws, the .onrbinnli()n of higher-
than-average worker skill levels and
fairly low wage rates should prove
allraclive t() forergll invest(,rs irr
Iabor-intensive irdustries.

Minor draobachs
Few joint venlures rep()rt nrai()r

problenrs doing business in Liaoning.
The nrost lier;Lrentlv heard ctxrr-
plaints-problenrs b:rlan< ing f<rreign
exchange and s()urcing inputs-are
c(rnm()n ir Clhina, and seenl n(,
w()rse than in olher areas l)f the
counlrl. In fact. obtainirrg Ohinese
financing Ii)r ,()int \enlures may
actually be t'asier irr l.iuorrirrg tlran irr
other regi(nrs, as the l()cal banks
c()ntinue t(, len<1. Rt'cent financi g
probleurs reptxted by joint venturcs
seenl t() stelll lnainlv fr()rn the un-
r+illingrress oI f,reigrr finlrrcial insti-
turi()ns to bark investnrents in (lhirra
under the ( rlrrent austerity clirnatc.

!'()reign j()int vcnlures in l-ia()nir)g
also rarely su(I'er fr'orn power brown-
outs, as they are given prioritV access
to elettricity supplies. Though en-
ergy remains in tight strpply. l,iao-
ning is relatirelv well r,ff irr conrpari-
son to Shanghai or Ftrjian. The
completion of two 3l>0,000 KW coal-

brrrrring lxrrrcr plants in l)alian arrrl
thc l)r()vin.c s Proxirrilv t() Hcilong-
iialg s srrbstlrrrtial cr,el rtst'trr'r :trttl
lal'g<'lv rrrtt:rPPe<l h\drr)l)()\,rcr- lx)lcr-
lial indi(.rlc tl)at lirture enr'rgr rrerls
should also lr t. rrr<'t.

Building the foreign community
ln tht sh()rt terur, Perhaps tlre

Hrr'.rle\l dr'.r\r'h:r( L lo itt\( \lrtr,.l ill
l.iaortirrH is tlte l:rr L ol ft, rliticr [,rr
expttrialcs. -l-hrlrgh 

lir ing slan<hrrls
in I)xlian ar. c()nlpalahle t() ('()n(li-
tions in (iuarrgzhou or Bcijing, thc
pollrrtiorr problerrrs altl selt'r'e i\'intct'
clirrrate of ()ther l,iaoring citits aIc
unpoptrlar arr()ng s()rre ('xl)at lint('s.
[[ rrrrrrc lirlcigncrs are to establish
br.rsinesscs irr [.iaonirrg, tlrc lark ol
housing. sclrools, au(l t'(\'reali()nal
facilities lirr lirreigrr farrrilit's will hart'
t() be a(l(lrcsse(l- 'IhcIe is a srnall
intclnational schooI ilr Slrt'n1:rrrg, bttt
Dali:rn lar ks lirrrnal e<lucational fa< il-
irit's [or Iirrt'ign r hildlt'n.

'lhe IrS ronsrrlatc in Sherrtitng.
howcvcr', plovidr:s a supp()r-1 Drc(hn-
nisru [r'r lxrtlr I S r itirlrrs lrurl trtsr-
ness int<.resls in the plovince. Thc
Iorcilin (](rrnrcr'(ial Serrite irr tlrc
Shcrnang (i)nsulate is dcvt'loping a

t'S-( lhirru Brrsilcss Inlirrnration Ser-
virc (lcrrlcr to assist IrS busirtess-
people scckirrg inlirrnr;rtiorr on tr adc
arrd inlcslrrrtrrt il l.iaorring I'r'ovince.
[-lrc rcrrtcl uill r'rg.rnizc tr'.rrlt' rcrrrr-
r:ars. hosl aatiil()g \hows :rn<l pr_o<lur t

displays, anrl hell) arlrrtgc :tplx)int-
tnenls Ii)r' L'S brrsirress trartlcls.

US inaestors lying low
As a rrrljor in<lrrstrial nr'('il, [.ia()-

ning is likelr l() (()ntinue allrn(ling
lirrt'ign irrvestrrrerrt an<l t radc. lhouglr
;rrtstcritr atrtl rlrrggirh cr orr.rnir
gr'()irlh Dril\' (lisc()llragc Iirl'cign irrves-
tors in the sl){)r'l ternr. 'lhe lapirl
gr'()wlh ()l l.iaoning {irrrn a cLrsed
provin<'e to tlle l()p ('lr()i(e Ii)r rnu)
forcign irrvestors is arr inditation of
lhc provincc s conrnritnrerrt to inr-
proving its invcstnrent ( linrilte.

\4lrile lxrst- fiarr:rrrrrx rr [irleigrr ir-
lcstrlent is clearlt' ()n lhe Iise,
prelirnirur\' !it tisti(s indi(:lte that
the hulk of it ran bt' alllibut(.(l t()
investors Iionr .lapan. Soutlr Korea.
-laiwart, and Hortg Kortg. US irrves-
1,r15-gcnerallr nrorc u'arl in lht,
('uatrnt (.llvir()tIlll( n1-1111y be ntiss-
ing tlrc boat (,n signifi(ant l()ng-t(,rnr
in\eslrDent oPport rlnities. ';,

I

Tianjin, People's Rspublic olChina itftlz'6.JE

Iic Frlt Nod Rd4 T,idi! 1m{2, RipL! R.publi6 ofchi
Frs Bnzrioo! .id mor rbmron .k[l Hr"fl Holrk.rrl nerrs wu*d., ell lour 16rl pLnMr or $llfR l8fiLl lll21.1

Als Ffrlrh. HFrr Touch rI H1tn kt.ncy Xr..
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1 "Never mind. Now
I'vekcapedl'

"Hard day, srri'
")ts, it'sa jungl

out hetel'
"Jungle?"
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Down But Not Out
heeping

he r iok.ncc th:rt lrxkctl
(llrina last \rrlrl(r rvils a

disaster lirr lh( t0lrlisrrr
irrrlrrslr v constrtrr Iiott

sittr rrclt aban<krnerl. lrot<'ls t'nrp-
ticrl. lxxrkings cr';rporate<1, antl lirt-
cigrt Iorrr ()l)erill(,rs cl:rrrrrrc<l Iot
rclrrrrrl. .\ltlt .r.tt,'trg 'lrorrirr!i irr

llr(' lir sr l)at r ol I llll1)-t()tal rrr rivirls
l'r'r'c rrlr 7.1 pt'rtcrrt Irorlt.lantrrrr lrr
Mav-l)\' v( itr-r'rrd ltrrirlls wcr't
rkrtrr l.ll'l pcr(tlnt. to 2.l.ir rr:illiorr.
'l'lrt' rrtrrrbcr ol lirrcign \i\it()t'\ (c\-
tlr.rrlirrg thost lrorn Horrg KortK.
l\latto. rrnrl liiiwln) d('(linc(l 20

Pcttcnt Irotrt l{ltlii lcvels (rtr' 7Ir
(.llli, Sr'ptcrrrlro-Or tolrcl l1)lt1). p.
3r;J.

\orr, littlc rrrore tlrarr orrc lcar
l.rtcr. (ilrirr'sr' torrrrsrrr ,,lJlr rul. r lltirtr
thtr rr'ill cxttcd tlrcir l1)1)0 tatgcts ()l

'..1x rrrilli,,rt rrt't'ir.rls.trrrl $ -.1 lrilliorr il
lirrcigrr rxthurrgc tercttttr'. lh< <ott:-

I>ositir,rr ol lllcir rrrarkel. ll()r!(\'(r,
lrlrs r lr.rrtgrrl :rBttilrr.ttttlr. Ir,rrr i:.t

ar r ir als frorrt .laparr. tlrt []ttitctl
St.rtr.r. ,rrrl \!i stcr rr l.rrr',r1x . (.lritr.r'r
rlujor Iirreigrr nr;rlkets, tlloppcrl dlrr'
rnat it allr irt I 1)ll1). lrrtrl lravt r'iscrr ottlv
sliglrtlr irr l1){)0 (.\/. rnhlc) -Jan(rlr\-
.lulr l{)1)0 alrivals lir,rn .laparr. Iirl
cxarrrplt.. rv<,r'c dor.'r:l:l I)(r'(enl Ir ()rl
I ()ttl{ lt'r els. u Irilc t IS ut litals wt r c
oll 2:i 1x r r crrt. llrrt tlrc rler lirrl irr
tlrcst trrrlitional rnarkets has bccrr
par tiallr' ollst t bl reror<l rrrrnl)( r's ()l

Ir:rrclrr. Ir,rrrr I.rir'.rrr. tlre S,,rict
I lrion. arr<l Sotrllreast ,\sia. Signili-
r:rrrtlr ,lillrlt rrt rlr,rn \li \t( r'rrr'r. rl
lasl( nr)(l spcrrrlirrg hahits. therc
l.irr)ul)s.rre lr.rvittg a profottttcl itttpar t

r,rr tlrl' irrrlrrstrr'. .rll(( lrrrl.l ( \rrrrlrirX
Iirrr s()rrrettit lrr()tlttttiott lr) r'(slirll-
I aul llt( llus.

Thiuan and Southeast Asia are
Chirm's uounded tourism ind,ustry aliae

Janet Zhang

offir+i,
I

Y ttalll)|fi

:i,tt,
Jtr

fr- .,1t1 ':

a- II J[

$,,t H H

llelcoming neta foces . . .

Algrralrll orrc ()l tllc nr()sl inrln)r'-
tarrt <ler'r'l rprrrc n t s irr ( lhin;r's torrlisrrr
irrrlrr.trr ,rrr'r tlrr' |lr.t [cr, vr',rt't-
lrnrl r ertainlt' il s sar iol lor tlrt' pltst Ill
nn)rths-has bccn tlre irrllrrx ol
l.rrs.rrr r isit,rr s sirrrc tIrr')rJ.rtiolrlrIrst
gr)\ ( r'nrrcnI lcgalizt.rl rrrairrlanrl
lravcl irr l lllllt. 'l hc nrrfirbcl ol
-Iairran tlavr.lcrs to thc nrairrlarr<l has
skvrotkttr'<l orr:r the past lcw ttats,
rn(l iD l 1)1)0.

\ sirtrrl.rr trrrrtl lr.r. t,tr trlrlrl itt
alrir:rls lrrrrrr lh( S(|\i(t Urriorr anrl
Soutlr Kox'a. arrrl to a lesstr cxlrrtl

funl 7-futng t-\ a s? ior ron.sultunl in
l)ntrt il Young's lnltr* ionol 'liatlt
rldti:on Stn,rte: utl a lotmcr L'S-

Ohina llusinc:.s () n(il inl?rn- Sh?

lrartl?.1 irt Ohtnt lor.six ueehs thit

3102

lirrrlr countrir's irt Sorrthcast r\sia
()llir i:rls at tlr( Nltirlrrrl -I()urisnl

.\rlrrrrrrr.tr.rtr,'rr r\ I \t r l.rrrrr tlr.rt lig.
rrr-cs lirl ar-r'irals lirrrrr Sirrgalx,r'c,
Nlalarsia, Sotrth Kolea, and ln<krrrt'-
sia rrrc lorrghlr tr;rr:rl to l!)llll lcTt'ls,
,ltrl t,r tll,txcrl ris.r Plrr crlrrrt s irr
(:lriru ln(l thc easirrg ()l (lcpnt'turc
ltstrirliorrs irr Ilrtsc tourrtries. ln
nto\t aiisr'\, lros't-vcr-. tlrc .rllrrrc ol
(lhilrr-rrhiclr rcrraincrl oll lirrrits to
lrrost SoLrllreust.\riarrs rrr:til rclatirclr
r c(cllll\-('()rrl)ir)( tl $ilh tlrc grl)K-
irrg P|os;x,r'itr ()l nllnv S()utll(asl
.{si:rrr coultlit's has bccrt r'cslrrrrtribl<'
lirl tlre rrlrsrirrg. (irntirrucrl strong
cr,rrorrrir Prr !,rr lrr.rrrr c rrr tlrr,\ri:r-
l'acilit llgiorr < orr!l prrrri<k,(,hirra:r
tk:pcrrtlablc rrrarkct lor \('ilr'\ t(r

, , . and cateing to rreTa tqstes

l lrc srrlgc irr .\siart err irrls lras
lirlr r.tl (lhina s lolI ngcD(i(,s, h{)tcls.
arrrl t'r'crr sourr'nit Iactories to atl:rpt
ro tlrci) rcc(ls. (iirtn tlrc high Pro"
Portiorr ol (ilrint'sc-sPcakirrg tour'
gr'()ul)s, soul( hrarrclrt's ol tltc (llrinil
Irtclrlirti()nal 'll a\ (,1 S(.r'vi(r ((:llS)
arc lririrrg grrirlcs rvitlrotrt firr'utal
tt'.titritrg,,t' [r,t'r'iAtr l,rtt(trugt .rl,tlitr.
I'rorltrctiorr ol t or ornarr<lel sctt'trts,
rost,r,rrxrl Iirlrritrur,. arr<l talliglirl>hr
is rrp. sittrc ll)cse g(xxls nrxr otttsell
tlrr: rilk bLrusts, Pirinl.(l b()llles, rn(l
otht.r rrrore lxrr'tlrlrlc. rrrlttuallt ac-
rtsril;le rourtrrirs Iurrrrt'tl lrr \\ist-
crn torrlists- -\rr<l hott'l r('slaullrr)ls
:uorrrrd (lhil:r urt. adding Ihai lrnrl
I r r r l, r r r r '. i , r r r .Prr i.rlticr to tlrcir
rrrerrus. lrr Xiarr. lr Sotrtheast .\siarr
llren)c l)nr il lhc j()int lentrrre'llng
I)lrrslJ (linn( r' tlreltcr ( r)n)l)le\
lrrrcs \\i slcr rr entl Sorrthcast .{sr.rrr

t2 The Chind Busitess Reztieu November-December 1990



tolll l{r()ups rvirh sar()!rg-(lad t\ail-
rcs\es. r'nttan chairs. 'lhai lleer, attrl
(agcd l)ir (ls.

()l glcater signiticante lllan (uli-
nalr and pur'( hirsirrB lr:rlti(r', ho$cve!-,
is the pricc sensitivit! o[ tht' nes'
r\sian rnalkel. To rcdrrce lllrir trav(l
('()sts, thesc risitl,ls are rvillirrg to
Iirlcgo rrrany ol thc serrit'es an<l

a(,nvcnicnces tlcrrrarrdr.rl b\ \\t'slcrn-
lrs:rrrrl lapattese. H,,l( lr k rks:t(lrrril
r() l{ranring pairrful" dist()urrts urr-
dcr' the (lulcss ()l ncg()tiirti()ns witlr
'Iilil\'an lld S()ulllcasl Asiart grortps.
whilc torrr'grrides relnlc stor-ics lboul
thlilly gr'()ups thitl c:rt i!l slrcct slalls
.rnrl 1,1l'r.ril ul)r)r)-,rr crett lrr'Prrrs-
thcrl t() r'e-n(,aol i:rte h()tel ratcs att(l
aIr lr)gr'rrelll s f<rr'<lar tr'ips.

Tough times for
j oint-aenture hotels

-l hesc pt'ice-r onst iotts lotrrists
havt' givert rter lili' lo Chirrest-
nrilnngcd h()tcls, tlrir lr tratlitionirlll
havc br.cn llnarbl(' t() c()rtpete \r'itlr
dcltlxe .i',inl-\enlule ll()tcls Ii)r' ll)('
nrole lrrcr-ativc \\t stelrl an(l.raplnes('
nral'kets. Btrl willl gucsls frorn'lliwarl
an<l Southeast Asia nrore <oncerncrl
witlr plirt'tlrxn s(rvir(', hotcls catcr-
ing to thc kr* anrl rni<l<lle e'uds ol thc
rn.u'kcr- .r' r'rerr rxr lrtsirrlv to _I-ltt-

rrrrr visitors-arc doirtg a satisfat -

l()r'r, eveIr lrrrstlirrg lrrrsirrcss. Thc
nu joritl ol thcst'hotrls art'(lltinesc
rxsrred and [ranitge(I. Inconct itablc
tusl tir() )cars ag(), su(lr (:l-IS-
nrarregcrl hott ls as lh( .linJilng II()tel
in Sharrghai, the lrlr'r'Dati(,r)al H()t( l

in Ileijing. alrl the Xian Hotel art'
errjoying oct trpartr v rates l0-2(l pct -

.(]nl higllc!' thir thei! joirrl vclllurc
c()rrl)ct il ()r's.

I(.w.i()illt r(ntlr e hotels, l)()t!crer.
ilplx ar' ( u8('r' t() tnrg('l tllilss-nrxr-k( t

Taiwan lrrd Sottlhcast Asiatt pat kagt'
l()trr ljt'(,trP\. As onc .joitrt-r'tlrture
hotcl nralagcl pur ir, Allluenl an(l
qui(.1 gucsts, r'tgairlless ol origitt. rrill
bc wel< rrrne irhelclcl lhel chrxrse lrr
sta\'. Rul gr()up latc l'aiwalr antl
St,tttlrcrt.t AliJrr IDrrrirl\ .rt( II.,l0l'l-
,rtrr [r,r rrtr'rLtlrg t'rx,ttr\. rtrlrrrirrl.l
thr'()r.rglr lhc halls in their paj:rrnas,
argrrirrg r,ritlr stall, aDrl being gc er-
allv tl()is\ arrd ttnapPrcciative. An<l
the Iates thr\'(icllrirnd rkr rr()thirtg f<rr
r:ur bottom line. "

l,ack o[ rlcsirc-or irbility-tr) at-
lrn(t lilr'ge numhcrs {)l Asilrn lravcl-
ers will likcly PrrrloDg tlt( crrrrent
rrtrlr.rlrrrr r' r,l .rrPPlv:tttrl tkltt:tltrl itt
th(' lrigh-cnd tttarkct. 'lhe lumlx't {rl

Incorueiaable just tuo

)ears ago, CITS-man-
aged hotels are enjqing
occupancy rates 10-20
percent higher than lheir
joint aenture competi-
tors.

ioint-r'entrrre hrrlel r<xrrrrs irr Beiiing
will cxcecd 2(1.000 uithiu lhc nc\t llt
rrronths- Xian is s<hctlttltd to adtl lll-r

l)er(r'nt rr()re rrxrrrrs hT l{11)1, un(l
Iive top'gladc lrotrls irr Shanghai ar<'

live rrronths orr either side ol a sott
opcrring. r\t l('irsl l0 ol thc l2 rteu

Ilr()lxrti('s il lteijing, 70 pcr'(cnl ()l
the new Xiar rrxrllrs. lrrrd all ()l thc
Shanglrai 1>r<,Pertics target lhe litD-
iterl busirrt'ss and <lcluxe Il)ur nlrr-
kets (.rd. p. 22). R()l)('r't \\'il<1, gerrt ral
rrrarlrger oI ll()li(l:lt Irn's rlli(l(lle-
rDallct lltll lir$t'r' tlorcl irr \ian.
ralcrrlatcr tlr:rt e\'(tl IllUIl's r<'r ord

tturrrlrcr ol ar r ivals *otrld lill onlr 2l
l)t'r'(cnl ()l lhc illinl-\'('ItllIe llr)tel
r(x)rlr\ thirt riill l)( a\rillbl( in ll)1)l
irr Xi.rrr.

()rrrhrrildirrg ill lhc lr()tcl nrarket
Iras rcsrrltrrl irr considcrahlv ledrr, cd
irvelill{c r'(x)D) r'illcs, a Plr'liculilrh
wel rrrrre lelit.l lo lrrrsinrss llavt lt ts.
who oltcl corrrplrrincrI ol bcing
grrtrgt'<l lrlior to l1)t3tl. ln .lrrnc arrd

llrlr'. tlartlers toukl easilv IiIrd ioint-
\(rrnrc lr,,lcl\ r,llrrilrB rrrrrrrr [irt
$.15 in \ian. ${i5 in Slranglrai. anrl
$75 irr Bcijirrg-r onrprrletl to Iuck
Iatc\ s(,,rc ll0-{0 p(rterrr higltcr'.
(iivt,rr tlrc cur'r'enl gr'()wth Iat( ()l

totrlisnr to (lhirra and the (lrgrcc ()l

')\er(.rlJ.ri rl\' rrr lr'r{l t|l.rir'r' l{'lltr\l

cities. a shakeout in llle h()lel rla! kct
.rpgrt:rr s irter rt:rlrlr' .\r Wirrrrit'
itlerclder, sales rnanager at thc Sher-
:rti,n Xi.ln \tltr'(1. I rtil tlre l,ig
sl)end( rs c{rtne l>ack. tlris is a surtir'al
gllrne.'

Letting foreigners lure foreigners
(irrrsideritrg (lhina s ,rl)pelilc l()I

Iirreigrr crrharrgt, ald thc pledica-
rr('nt ()f its hotcl scr lot'. ()nc mighl
c\pecl l()ulisnr t,ffir ials tr, bt' cngag-
irrg in lirrgr'-scrrlt' l)r'(,nr()ti()lal ('anl-
paignr to sin back tlre \\i'stclu an<l

.laparrt'sc nrarkt'ls artd (()rllirrue t()
lrrrild rrcu ones.;\ltlrough thc Stirtc
li'rrr irrrr ( iorrrrr il -t'e-li'rtrt d itr
l1)llll ro ()\'ersee ln(i liui(lc lhe
irrrlurtr'r-Plart,rl ll|r ,tr tirr rr'l( il
rit vt'lopirt g pr'()nr()ti()rral cverlls
sr he<lrrled arorrrrcl thc .\sian (iantcs.
bv anrl lalge (lhincse loulisrn arr-
tlr()ritics sccrn (()nl(:nl l() takc lr back
sc.rt irDd lct Ii)r('igrtcr'! pr'(nrr()te
(.llrrlr'\ lltra(ll.'tlt. Ilrc irrr'r, u.r' irt
Soutlrcast Asiarr lrarr'1, Iirr exanrplc,
al,l).r'(,!)tl) stcrrs lrtrnt tl)c etli)rtri ()l'

r(,ur I'l)er.rlor\ ir tlr,r.c r',rrrrrtri|s

*ho lrave t.rrthrrriarticallr pronrolcd
(lhinu as tlrc hr)t n(r{ (lcstin ti()rr. a

Prrrallt l trl the.,\nrcri(alt cxlx'r-it'rrte
.l rhe ear lr 111q1 11111- l!Sl)s.

'fhorrgh N-l'r\ cl:rirtts it lras rrot
irrr relrrr'tl crpctt<littrrcs Ior pr_orn,r-

tion in Asia. s(,rnc l(,urisnl ()lfi('ials
r ( ( og irc rllc Dccd. ( )nc Xiarr offtcial
arlrrrittcd lhat lhe th( Sorrtherrst
,\\iirl nlalkct lrlrrl bcen rrcglcttetl.
N l,{ is clcarlv ( ()unting (,n I:rrorable'

lrrrblicit\ lronr thc rc(cnt i\riiuD
( ia nr cs. s'lriclr *crc l>rrrarlc:rsl
tlr(,lr[lr'lrt Llrrt .trrrl 5r'rrtltr'.rrl Asrrr.
trt b(xr\t t()ur-isrr Irorn ;\sia in the
t lrsirrg nrortths o1 l1)1)0attditt l{)1} l.
['r'{)sl)..ts lirr irrcrcuring -,\siart totrr-
isIll ncxt vclu al)l)ciir l{oo(1, but (lhinil

Selected Foreign Tourist Arrivals to China, 1987-90

1987 1988 r 989 1990r,

Taiwan

Japan
United States
USSR
Singapore
Thailand

NA
577,700
3 15,300

24,700
64,100
58,500

430,000
59 t,929
300,900

34,800
65,41 3
65,800

543,000
35lJ,800
2 r 5,000
8l .300
5 7.000
54,900

624,000**
222,870
125,825
6l,49t
38,479
35,942

* Jan-July figures
** Jan-Aug ,igures

Source: National Tourisnt Administration
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nrusl rel)llil(l th( \t'esl(.rn :rnd.Jirp:r-
rlesc nrillkets t() rainlain a !-(,bust
inrkrstn'and starc otl rlisaster in Ihe
hotcl set tor. As Ilai Zhirliarrg, dt'puty
dirr('l()r oI NTA's i\'larketing an<l
Prorrrolion l)cpaltmcnt cxpr-cssed.
''Bt sizt or spending p()!rer, r()u
sinlplv (iur't .()tlpare lhe Americarr
ma!ket t() thar ol l\ralaysia."

Rt'trrglizirrg tlrc lirnir:rti()ns ()l pr(F
ox)ling (;hiril in l)uroPe and North
Anrcrica givcrr lhe p()liticll ten\i()rrs
of the past llJ rnorrths, N'IA has kepr
.rn r'r'err Lrnr'r'tlr.rr lrsu.rl pr',,Iilc irr
lhcse n[tl'kets. Anlerican lr)ur ()l)er-
irt()rs ar(' rtrarketirrg (,hirra with a

nrixllr-c ()f- (aution ar(l r)l)ti!lisrn.
rtll(r l)r'( lill8 .ltl lrl)\r\r 14 irr trk. f,,r
thc sccond hall of l9(10 as thc
beginnirrg ol a srt:rrly but slow
rec()\'ei'. F()r lrotcls arr<l Iravel agen-
lies in lxrth (lhina and lllc fJnite(l
Slal t s- llre rvalchwords ale r'onsolida-
tioll, pl((luct inrprovcrrreIlt, atld pa-
tien( r.

Reining in the competition
Wlrile lirreigrr torrr ()l)crat(,r's str rv('

to rcbuilrl \lt-stelrr nralkets. N'I,\ lr;rr
lurrrt,d ils atlcnti()n inu'ar'(1, lb( usirrg
()n ii Ic(lifr(uli()rl (iurrpaiHrl t() r'c-
rlrcss thc problern ol (()nrl)clili()l
rlrrouglr un(l( r'( rrting Pr ir r,. lrriti-
lrtc(l last ir.rtrlrnn, tlre (rnrpiligu lirsl
( oll( ( nl r:l(e(l ()n reglrlat()l y n(rt-
tonIirrnrant< {)f ull g!l(ies ()f Ira\cl
agcrrt ies. ((ila<le A agcrrcies mav deal
tlircttlt uith lirreign paltics, grarlc ll
agctlcies nrny sul)-c()ntraal f()reiHn
bttsirtess llrrrtr gr':r(lr A ilgerr( ies.
rvhile gra<lc O agcncics rrrav lcgallv
deal onll rvith tlornesti( t()ur gr'()ups).
Sirtre Jrrlv. Ironrrt'r, the .ilrnpaign
has lix'rrse<l interrtly on pricc :rntl

l)at relll transar'ti()ns l)(,1$'ccn gr'ad(,
A arrd B agcrrries an(l li)r'eign ol)er-
ators. I'r'ovinrial totrrisrrr arirninistra-
ti()rrs havc t-stablishcrl ()r (,xpundc(l
au(lil (l('pilIllDeDts r.ln(ler tlre Statr
Au(lil ()llice (SA()) 1() invcstiBalc th('
a( ti\ il i('s ()l thes(, ag(,n(ics. -lll()sc

Iirttntl to be ( \':r(ling t:rxes, urrd( r'rut-
ting Statc pri.(s, ()r'haviDg n()n.()n-
{irlrling lrookkccpirrg prat tices" r'arr
Ire slrrrt 1x r rrr.rrrt rrtly or r losr'rl lrrr rix
nr()ntlrs aud ()verhaulc(1.

Althorrgh cstinratc's viu-y ns to h()N
rnart' agcn(i('s lrave attrralll beerr
shul d()wn. at lcrsl a halrrllul harc
becn closcd irr both Bcijing and Xial
irDd nurIler()us ()lhers finc(I. ll(,w-
ever. given lhe ease alrcl {iequcncv
uith whith tinv agen(ies (,lrerge t()
cater t() (llrirrese-spc:rking visitors

:.

e

Southeast Asian motifs-as in Xian's Ting Dynasty Dinner Theater complex-are
becoming increasingly popular in tourisl sites around China.

I_rrrnr 'Ihiwarr arrrl Sorrlhcast Asia.
nran! will lik('11 nranilge t() eva(le
iDsp('( ti()r.

Artortlirrg l() N IA, all travcl irgen-
(ies (le:tling with lirr-cigners arc to
lr:rsc Prir r' (luolJrir'l\ ,rr tltt' /irlrrar
l'rirt Ilarulbook, publislretl in Aplil bv
N'lA's 'll avel Agt lcy arr<l Hotel
lllartagcrrtcnt [)cpar rrnt nt. l'hc harrd-
b(xrk di( lntes pli( es lbr planes,
IIains, rnd a(lrrissi()D licket\; l)r()-
lcctive l(xtesl falcs' Iirr (lhiut.se
lrotcls: arrd rulcs li)r Kra ling (lis-
( ()uDts an(l paYing ( (}tlrnissi(,ns. 'l he
rcw audi( departrrcnts are crDI)()w-
err(l to illsPrct pricc qur)tati()ns,
( ()nrlrissi()tl plynr('nts, lrnd f()r'('igD
rx( h.rnBr- lrall\.ri'ri(,ll\ :rt lll .lBe r i(.
()r) atl ()ngrling l)asis.

Dcrigned to cfli't tiT't \' cliririnate
prict' co nr pc t it ion-csyrcc iallv
runr()nl{ c()rnpanies (lealinB Nith li)r-
cigltcrs-the re('l ilicat i()n curlpaigrt
hirs llclpc(l .hc(k (ertlin types ol'
(()rrupti(rr, $lrirh [rarl bcr ortlt a
scri()us colllplaint ()[ WesteIn tour
(,Perxtors Pri()r t() 'l'i nrIlnren. ln
arl<liti<r't. tlre'lburi:;n I>rice I Ianlhooh
t,rralrlcs lirreigrr '!lx,tat.,r'\ I'r ler (.tre

Pri<es lirr eaah c(rnp()nent ()l a l()ttr
Iath('r-thatl l]rc tru(lit i()nal prckage
l)ricr.'nrc ability to pick antl ch<xrse
variorrsly prited ( {)nlp()ncnts has
girctt rrpcrators rrr,rle llcxilrilitr in
desiglring tours. One US operator
(()nr ented, "(ilTs is nol,l ablc lo
Lle.rl trrrt itcrrrs frorrr ilrrrerur'ics

casily, and we iire Sctting qu()les ()n
(ustori)izcd packages quir klr'. ' How-
cver, l|rarkeling afl(l salcs nlilnagers
:ll t()rlrist attracti()ns arrd even at
(jl'fS brant hes seern ('(,nvcnier)tly
lrrrai{are ()l thc book or lhe regrla-
tr)rl\ irr)(l l)ri(r's rill,)tcrl riilhiIl ir.
()ne (llfs markeling dire('t()r Ie-
fcrrecl to lhe hilndl)()ok ils a haDdy
"refercnce rnatcrial" rather lhan a
cnlirrt eablr policv doturnent.

Se e hing tourist fe e db ac h
'fhough the inrpa< t of the rct tifit a-

li()n ( ilrnpaign <rrr pricirrg rnay be
s(rleu hat dubi()us, there ( learly lrave
lrt en rorttr' lxrsitire rl rellprrrents in
lhc in(lustly irr reccnt nr()nlhs. ()n

July l, lirr cxanrple, (lAA(l unveiled a
(()rrPlrtelircd nelwork (()\'eling
Ilights into and out ()f 2l cities, or
arourxl 70 per('ent ()l total flights. lt
l5 11r'w por.'ible r., urlrk( ruund lrip
lrrxrkings, rcc(rrfirnr :rn(l t-es.hedule
llights, an<i elen be issut'd refunds
Iirr cancelled Ilights ovcr thc telc-
pll()nt.

Inrpxrvenrents have also been
ttt.rde irr sereral airprrrts. fht lleijirrg
airpol.l, D()w l>ctteI supplic<l with
frce luggage carts, h.rs perrnitted
scveral h()lels t() open airport
(()untcrs. lD Xian, (lltS guides r an
tlic gates at all h()uIs to greet and
assist travelers with their luggage and
other alrargemcnts. Noticeably lack-
ing in this regard is the Shanghai
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AT ITT 5HERATON TITTLE THINGS MEAN A LOT. AT ITT ShEIATON llTItE THING5 MEAN A LOT ! AT lll SHEIAION tllltE TlllNGS MEAN A LOI

Panrxrns Ix Curun
WHo SpEarcYoun LaxGUAGE.

II

ln China its reassuring to know that you can be sure of ITT Sheraton. Vhether it's at
The Creat Vall Sheraton Hotel in Beijing or the Sheraton Hua Ting in Shanghai. All the
usual home comforts, with all the business and communications facilities you could wish
for. Vhat more could you ask for?

THE CREAT VALL SHERATON
o Situated mere minutes from the Business

District and the China Internarional
Exhibition Centre.

o 24-hour business centre, room \ervice,
and in-room lDl).

o A choice of nine restaurants and bars.

o Full meeting and banqueting facilities.

I Health club facilities tailored to the
business traveller.

SHERAION HUA TINC
r A business centre that never closes,

offering round-the-clock help and rervi<c.

o Our unique 24-hour "Problem? - No
problem!" hotline.

. Conference facilities for up to t,200
people complete with audio-visual and

simultaneous translation facilities.

. Choose hom tennis, swimming, bowling,
gymnasium, sauna, or billiards.

North t)onahuan Road, Il<iiinll lsn26
Tcl, 50o55dt t.x, 5(xn919

Tlx, 22u12 C!0(/HBj (iN

l2m Cao Xi Bei Lu, Shanghai,

T.l, 1196000. 4l9lm0 Fai ,550830, 2550719

Tlx, 3158e SHHTH CN

TSJ
ITISheralon
f {+l6r\rSq
(,HIN-'\

AI ITI SHERATON II]TLE THINGS MEAN A IOT . AT ITT SHERATON LITTLE THINGS MEAN A LOT. AT I]T SHERATON LI,ITLE TIIINGS MEAN A LOI
FOR RESERVATIONS CAtt ANY SHERAION HOTEI WORIDWIDE OI CALL TOtL.FREE IN THE UNI'IID STATfS AND CANADA 80O 325 3535
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ilirln)r(, $hi(h rcnlains pcrllaps th(
rn()st P(x)rll nlanirge(l nlai()! irir'poIl
in (lhirra.

Irr ellirrts t() irDpr()\'e lhc llav(l
inrlrrstlr's poor'sct'rict t er ot tl. NIA
lln(l (:l I s aIc s()li(ilirg-:lnd :t( ting
()n l()urist <orrrPlaints arrtl srrgges-
ti()ns. cl I S, Iirl. cxantplc, is tlist t il>rrt-
in!{ qucstiornair('s ()n llrc (lualit) ()l

l()ul llui(lcs ilrr(l iliner:ilir's irl s( \er-ill
air'1xrrts, anrl has leslxrn<ltrl tl) sev-
cral corrrplaitrts. lrt Xian. it glli(le \v.ls
fircrl altt r (;l'l S rc( civc(l s( velirl

l)I.!l( \l\ .llx'rll t tr'r'.sirc s,,ttrr'tttt'
fix r()r-v visils. Sinrilarlv. ajrulc lilctolt'
in lleijirrg rus rLrsed a[t( r t()urisl\
conrPlairrcd aborrt its Priaes all(l
uns:rnitarl t orrtlitions. tn lul1, 200
(;lls tlirine('s rrrilrrn('(l l()llrisl l(xil-
li()ns a!'()un(l []eijing t() qrrcrl visitols
0rr llr( lvl)r ,rrrrl Plirr' i'l- \"ll!(tril'\
rh('! hl(l l)ur'(has(rl.- re results will
leportcrllr l)c disserlinal((l t() thc
hur t atrs ol'light industrirrl prrxltr<ts
atl(l a! t illc l s.

N lA is also sct'king torrtist li't-<l-
bar k. IioIt,ign t()ul.ists rDa) crll
lr()rlines iir llcijilg. Shanglrai, Iian-
jin. rrn<l (iuilirr as well as in (;uang-
dong, Slraarrxi, Zlrt jiarrg. ar(iJiilngsu
provinr't,s tr, r'egister' c()nll)lninls. IIr
lleijing and l'iarrjin, thc lines at't'
stalled 2.1 lrorrrs a rlay. All oJrt'r'ittols
spcak (ilrincst'anrl !lnglisl). an(l \{)nrc
spt akJirlrancse. Ilowtvcr', tlrottglt tht
rrrrrrrbcrs ol' thc ll()llirtes ltavc ap-
peired in tlrc (lhintst lauguagt'
Pn'1tlt ' lhttlt. .r r.trtIlctc listirrg
c()ul(l n()t lrr' [rrrrrtrl irt artv ol tltr'
[rrlt ign lnrrgtragc ptrhlirariorts likely
l,' l)( r(.r(l lrr .r tr. r'k r. l'lris .t( tiorr
rnal in<licatt' tllirt NIA is plirttarily
.r'r'ling t,' r.rtisfr lotrls ittrtrlr (ilriIr.r
in ils cll()!ls lo irrrprove tll( iIr(lltstr-v
lrrrl tkrt s rrot rr'islr to solic it too rtrur lr
('r'ilicisrr lesl it lull slrort ol tlris goel-

Back to bo-sics

Ar torrling to scrclal LIS ol>ellrtols.
N'lA arr<l (:lls's clli)rls t() iIlrl)r'()\'c
service ilre paying ofl. fhe slow<krwn
in the irrdusrrr. <ouPlt'<l with sptcial
Asi:lr (,.ures etr(luctl( t r:ritrirlg ,i 

'r
taxi dIiycIs, holcl crDplovees, an<l

tour-grri<les, lravc restrlted irr irrcrcas-
ingll coopcr atilc, rcsportsiblt' lcrtls
,'l scrvirt. Wlr(tlrcr tlris ,lrrrttge is

pcrrna eilt, howt'ler, rentititts lo bc
secD.

Irnpr()verncnt in the starrdar'tl ol
selvice irr (ihina is not the ()nlv llcl()r
rrrakirrg US lour (rl)crat()r's s()utr(l
or()r'c r)l)tirlisti( ab()ul I !]1) L In-
crt'ased LIS lears i)l tralel in th('

American tour operators
are marheting Chirut
with a mixture of cau-
tion and optimism, in-
terpreting an upsuing
in .sales for the second

half of 1990 as the be-

ginning of a steady but
slow recouery.

trlitklle [.ast anrl Ilc<litct't attt'arr
slrorrlrl lrrrt'lrt (.lrrtlr, .rsstrrttirlg it
r trrrinr \t.lhl( artrl tlrr' ( 'ttlf r t isis
<locs rrot firrcc or't'r'all lravel prites
up trxr high. NIarly US ol)etirt{)r's ilDd
joint-rerrtrrr-e hr)tclic! s pr(li(t;l re-
vival ol ovt r i>0 pcrccrt of l)cak l l)tl7
roltrrrrc l* tlr I.rll ,rl lrrtll. S.r\\ Jrrr

t'hoh I dnq.l lih.t zha,t

Forbidden to visit the mainland for 40 years, Tairryan cilizenr nolr consliluie China's
number one tourism markel.

(ilrina, Sirro-tlS lxrlitir al rt laliotts
arrtl thc rtatc ol tlrc t'S e(()n()rn\'.
llor.r'rt r, tlrr orrtL"'k li'r' (.lrirrlr is

irrrproring. as its irrllastlrrctrrre. scr-
virc arr<i sirli'tr lccorrls, artd ittterrta-
ti()nrl irrrilge (()ntirruc ir sk,w l)(ll
st('l(h ( Iirrl) l() r'rsl)r'ctal)ilil\. '::.

l6 The Chira Busitess Reuiew November-December 1990

gradual trprvard trerrd should con-
tinue Iirr the n('xt s('!eral yeaIs."

'lo help ensure ll)is l{r'()wttr, LIS
()l)eral()t's :lIe tarSeting nri<l-rangc,
first-tinre tlavelcrs \rilh ctlstonr pa(k-
ages show< asing incr-eascd prit'e cont-
petitiveness atld Ilexibilitv. I Pl/
Irrterl)lcili( lilrrs, rvhir h has rt-
cotrpe<l 40 pel(ent ol- l08tt salcs,
bt'gan nr:rrketing a twt>rvt'ck strippcd
down package lirr $1179 last surnnrcr.
-I he <kr-it-yoursclf tr ip-<lailt tr>urs
have l>cen elinr ir rate( l-rl( )w it( (1)tltrls
lor 2l'r perr ent of their (lhirr.r husi-
rress. I)acitic Dclight. thc largest US
t()(rr (rperrtoa to China, is also
()llering cut ralcs and shoalel t()tlls
lor I lll) I , .rs ir ( l!.'t. .{s t ltc et', rrtonrics
()f m()st of the irrdrrst Iialized rtations
ale expected to slow next year,
budget-priccd 1>ackages will likelv
lrgurr' pr,rrrirrctrlly itt tltc trt.trketirtg
stlategies ol- nrost opcrllors.

Mrrch ol tlrt ir success will ulti-
llt.ttelr ltittgc (,tr s,x i.rl \lxl)rlil\ itt
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Mav, I)rr:sirlerrt (,1 (lhirir ll(lu(xli()nal
'Ii)rrrs ((;t,'f), "'I lrt'r'e rvill tterct be
.rrrotlrrl t rplrsiorr ,,1 rL rtr.rrrrl likt ilr
rllc cilr'l] l9tt0s. Slill, r!ilh nr,ticcable
rrnrl <orttirrrrcd imprrrverrrclr t ol'
(ihirra, .rtlaptahilitl of our' Plotlttct,
and <lisaplxrirttrttclt in llttr rralc (lcs-

tinlrli()ns su(h as !.astcrrl [lttIo1r, a
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China's Flotel Glut

Y rr lllt{1 lr('lcl (le\cl()Dt|r(,Il r\ls
I ol.lrrblr tltt ttt,,st' lttt rtltrc
I i,,,,t, ,,t I.rci).ttt trrrerttttert irr

-l- (llrirr.r: rD l'.111(l il ir 0rrc ol tlte
nrost riskr. ()rerlrrrilrliug arrd the
rle<lirrt' irr \\i'sterrr anrl -lirpancse
tourisnr har'e rcsultcd il (x'(lrprn(\
rrtr.r.rr |ou.rs lll) Irrrr'rtt. rle:.Prte
lerels ol 1)0 p(,rcent ()r higlrt'r just
lw(Fllrrec ycill s ll{o. 'lh()ugh tlle
nunrber of visitors to (lhina has
begrrn to risr', .joirrl-verrtule lrlrlcls
I:rce :r scrtrus challerrge as nranl
Illore ale aborrl to cntct thc tnarket
and visitol arrivals appear insrrlli-
cienl to fill thc availablc rtxrnrs.

Although rttuch rrf thc hotel over
strpPlr r.1;1 bc Ir.t( ral rr! tlre rlt r lrtll in
tourisnr sirrct'-l iananrn( n, p(x)r rrrilrt-
agerrrent bv Ohinese approval au-
thoriries nnd overly optirnisti< lirle-
casts br ftrlt'ign riert'krpcrs h:rre
<ontributed l() the I)r()bl('r). flr()ugh
the nrid- to long-rcror lirture ol the
lrotel indrrstry is still rrlc<'rtain. in tlte
shon terrrr firrancial dilli<ultics slrorv
lil tl( sign ()f ill)atirrg.

The boom d.ays

Fronr l1)lJ0-llir, Iirleign tottrist ar-
iivals 1() (lhiDil nl()t'e lhlin (krublc(1,
gr r,wir rg lrorlr..-ril rrilli,rrr.rtr'rr.rlr itt
1980 t() 1.37 nrillion irr l1)85. Ihe
srr<klcn lrrsh of visitols corrld rtot
casil\ be lcc( )rlllodat e<l in cxistrrrg
I)()tels. which olli'r'cd nrinirrral scr-
vicrs artcl *ete f'err'in ntrmbcr.

Forcsccing glcat (lenrand li,r h()tel
spa< c. lirreigrr delelrpers porrrcd
into (lhirra to pursuc nrunerotts ltolcl
devt lopnrenl l)r()i(cts. lhe .Jianguo
Hott'1, ( lhina's lilst joint-r'errtrrre
lrotel. ploretl an irrrnrt<liatc su<ccss
rrpo its oPc ing in l9ll?-lcar-

rotrnrl ocrrrparrcr rrtes rret(' lttl
nsl()rrishirrg 100 PeIct'nt illld irrvest-
rrcnt in th( lrrojcr t sus prrirl h.r k irr
lcss lhan thlct'vt'ars. Altra( lcd l)v tllc
lalge pro{it nrargins ol such carlr
hotcl vcltures, (lhint'se arrd Iirreigrr
dt.rekrgrers engaged in lr fite-t'eltt
brrildirrg splee li-orrr I1)82-|t7. Shang-
hai, lr hich llld n() j(,int-\'t rrtut'c
hotcls in ll)Uir, ha<l lll hotels antl
over lli.000 rrx,nts by llte I1)90.
Natiolrrvirlc. (llrina rrrxr has nrorc
than l,ll00 h()tcls car('r'ing to Iirreigrr
torrrists, intluding nrorc tharr 1{i0
high-r l:rss joint-r'cntur e hotels.

Ilost of tlrcse Irotcls arc llrrance<l

Datut litrtg it a lnflnd al lr,loillr R .\\
'lilonalsu Itll?rnultnrutl t Ilo g Kr.trtg

ollu, aul fut.t betn inutlued tn *'v.'rtl
maior hotel fri?(ls irl Ohtnu. (|arht
Ofuung ts t'tDt\uha l uilh Ir'loillt
Ilots'lih nnt tu ( )h i na.

bt long-tcrn: lirteigtr loatrs repavable
I0-I2 years altt.r'openirrg. ()lrtaining
[irleigrr linanr ing antl a (]hirrese

,juariult(,r' tras het'rr Iairl,l cas\'; the
ntrrrber ol' olganizations arrthorizcd
t() :I( I its loarr gtrarantors-nantcly
pror irrci:rl or rrrurti<ipal-lercl finan-
t ial irrstitrrtiorrs, investnlcnt (()rp()r:r-
ti()rr\. :rrrd Stat('rgr: rr(ie\-gt'crr fr(rn
.12 in lllul"r t() llt5 l)y M.tr(h ll)tltt. By
l{)tl1). lrans irl h()tel an(l ()thel

l)r()l)crl\ l)r()j('( ts were (.stinrated to
totttprist ne:rrlv :10 percenl ()f (:hi-
nir's l()tirl $42 billiorr f<rlcign rlebl.

l\lanl' ol tht' earl' h()lels and real
estatc dcveloprnelt plrrjer ls utre
lxrckcrl br <entral goverrrntcnt orga-
rrizalions u hose srrbsidiarics wcr'e
partrrers il thc .joint vcntru'e. 'l_he

Kunlun ll()tel in llciiirrl{, li)r'exam-
l)le, was l)a(kod bl the Mirristrl of
I'ubli< Sc< ulitr'. r{lril(, thc (;hina
\!trr1<l 'lla<le (lcnt(,r' in Beijing was
guar alltt'c<l br thc N'linistrl of !'trr-
cign litorrorrrir Relations arrd Tia<le
(IlOlt.RI). DiICcr links r() suth tcn-
tral-level olganizations provcrl kcv to
scculing Starc aplrroral [irr tlrcse
projt'r ts.

B ur e auc r atic mismanageme nt
The hotel dt'rekrpnrcnt (rare was

rra<lc possillle l>r' tlrc lar k of anv State
plarr or organization Iirr <levelrp-
lllenl ()f lhc scctor'. Approval author-
itv l.rr rrrtlr lor.rl Irlantrrrrq r,'nttttis-
rionr or !oreigrr li onorrric Rclations
and -liadc ( lrnrntissiotts (tl:RT(:s),
shich Iailtd l() (onsidcr ilhastrrrc-
IuIc bolllenccks and thc c(nrse-
querr< es ol ovcr buildirrg. \'agtre lt gal
guir[,lint's an(l vrrying interprcta-
Iions of Ihe lar! r'csultetl in rarnpant
( ()t-r'lll)1i()r. wilh arrlhor-ities enrpow-

Ref.rnrrcing, innouation, and luch are crucial
to surttiue the shofi term

gr({, tal

t- -,ZAl \ /:.tttlll|l ,1

A ---,=-- ---- -Nll,i.

#j,l HH ,.

j'l\fi-4,
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e rc(l l() ill)l)r-()\'e (lcv('lol)l|lcnl
I)r(,i(.( t:i sci/ing ()ppr)r'tunities t() s('l
ul) r'eal-estllc .joirrt vcrtrrres uith
Iirrcigners. )llany (ihirrt'sc ()rg:lr)i/:l-
ti',ns $'rrtr'rl tlr( l)r( \rig( r'l lx illl.l
( ( )llnc( te(l l(,.1 i()inl 1'1'1111111'-11111

.rlr,, rlrc rultrtrtl trrc..rrrlr as.,rtr:r-
tir)rr w()uld hring arr(l Iooked irlrrrc-
(lilll('l! t() thc ll()tel in(llrslr-v li)! r-('a(lv
profit s. Apyrr'orals, thclt.lirre. uclc
oltt'n b:rserl r)n thir lx)rrer ()l' Ilrc
batkcl ratlrtr'tlrln lllc nreril r)l thc
projett. Atcorrling tl) ()rr (lhincs('
s.rrr r r'. Irrorirlittq elrpr','r.rl .rtttlrot'i-
tics r{ith luxun grrods as gifts t;tricklr
lxr.rrtte starrrl.rt'rl hrt.iittcss PI'ar tir t itr
orrlcr to olrtairr apprrrvals al !ari{)lrs
\r.rg( \ (tf rlr( (o \rrllrlii'tl pr'x ( \\.

Darly uarting igns
tly lilte l{)lt{;, both <lrvckrpcrs an<l

g()!'(.r-ntIrenl I)larlnels lx'gan t() l)r'c-
<lirt overstrpplr in rlre ll()tcl industr'\.
In llcijing lhcrc ner('abotrt l(i,000
r(x)nls av ilirble, wilh ()('cuptncy
rirtes ranging betwt'ell 7ir arr<l 1)0

I)rr( en1. Apl)r(,red holel projttts.
howcver, ha<l rhe p()l(.nrial t() bling
rlrr.rrxrI|r ror:rl ||p r0 l;l).(100 11irlri

thr next thr'(r'\'ears.'li) g:rirl cotrtr()l
()1(,r'(lle 5c(l()r, the (arlrnl g()\crD-
llrrrl l)anll((l lirrther lr()tel tlereIrP-
1111111 i;1 B.ijirrg, 5lr:rrrglr.ri, (irrilirr,
Xilur. and Hirrrgzhorr ll(l issu(.d ir

rlircttile Iit'cring apl)r()\Jls ()l uc1!

Plojccts Ii rr lrrrur'\' a( ( ( )nrrnodal i(,tls
lrn(l l)r(rje(ts thal welc "rt,rlun<l:rl|l,
ul|(ler(apit ali/c(l, or un!iill)le. '

['oll rrving t h is edit t, tlrc nurlh( r ()l
ll)l)r'()\ e(l prr)ie( ts dropped fronr l120

t() 70. 
-I(, furth( r (liscoulitgc (lcr( l()p-

nr(.Ilt. in ()(l()beI ll)lt(; the Sliltc
(i,rrrrr, rl lerlrrrlr'rl rrr.r;,'t rlettri,rtr
uscrs l() I)llr(huse bonris at Y1,000
Per kilowatt in prop()rli()n l() lh('
nrrn)l)ea ()l kiLxvatts cl)nsunre<l 1x'r
rlar'. BT' No\.crrrbet- llllt{;. the Beiiillg
i\l rrrricipalitl ir)stilut('(l ll)e 'F()ur
(itilities l'ees,' requiliug users ()l'
watcr, gas, irr(l se$cr'\ t() fund tlre
d('\(lopnrcrt rosts ol thc utilitics-
Both tlre natiorral arrd l(x al di!e.tivcs
\!rr'e irirre(l ill Dlaking [rrleign devcl-
()lrcIs share lllc itlfraslru(lure (()sls-

'I hese rc!,tIi( lions. lr{)rvever. <li<l

littlc t() srcn) tlre huil(ling b(x)rn.
i\ccording l(, NI()tERl, Reijing lrarl
rrP to ,12 lr('tcl Pr',rirr tr rrrtlerw.rr rrr

Scgrtrnrber I {)117. O((ul)lnc\ lc\clr
(let,lined in l{}ll8 rlt'sPitc a recor'<l
nun)ber ol liteign allivals, but ncw

I)r()ic('ts (()rrlirrued tl) l>cgin t()rr-
stluati()n. Irr Sharrghai. for exarrrplr,
tl)c r\,eragc (x(upan(\'r'ite (L ()pl)( (l

Though initially eager
to firutnre Chirn's ho-

tels, foreign banhs are
now feeling more cau-
tious-anl more ex-
posed. Hotel loans com-
prise about 20 percent of
China's foreign debt.

Wedthering the stom
l)c\(,k4>crs $ith thr.ir siglrts on tlrt'

Ariarr (ianr<'s arrd (lhirra s r'aPirllr
gt or,r ing t,cottorttr'. horllrtr, r'orrltl
not lor'csec tllc liolercr that rvorrl<l
r lrrrat lcrizc tltt sunrnrtlol l9lJllarttl
r lr.rrtgc tlrc yrrlitir.rl ,rtrrl clott,rtttir
lrrrrrlsr.rpr',,1 ( lrirr.r. I lrr', r'.likd,'\\'r'\
itrrp:rr't on t.lrrr\ru $.1\ rlt'.rrrrlrtit l

t()ul'isrrl receipts for l9tl0 declined t<r

$l.ltl billiorr, tir*'n alnrost 20 per-
cent fr()nr l llUll levels.

Al the beginning of l{)90, the
b[e.rkr'r'en hr,tel (xcul)ar('y rate irl
Beijing and Shanghai ranged be-
twecn .10-50 1>ercent. While sorrre
hotels in Beijing wcre able lo achieve
50-(i() percent occupancy, others
rnanaged onlv 30-40 per<ent. In
(;uilin and Xian, which receive few
business travelers. the siluation was
w()rsc-occupancy rates average<l
less than 20 pcrcent. As a result,
plire ronrpetitirrn between hotels in
all t ities has beconre very keen. Many
Iuxury hotels are offerirrg special
discounted pat kages to attract cus-
t()nlers.

Th()ugh d()nrestic unrest has
abaled, tourists are not returning to
(ihina in pre-'['iananoren numbers. ln
Junc 1990, joint-r'enturc hotel occu-
pancl rates in Shanghai averaged at
best 22 percent, down precipitously
frorn an average of 87 percent in May
l9tt9. For the tirst quarter of 1990,
tourisnr receipts were only $0.13
billion, indicating that (()ral 1990
receipls are likely to rernain ex-
trelllell low.

Nrw hotels, however. are still
coming on to the nrarkel.'fhe China
l4trrld Trade Oentre, Jin Guang
(lentre, Tian ['ing M:rnsion, and
l,iangnra Tirwcr will have adcled rnorc
lhrn 2,000 r(x)nrs to the Beijing

0utlook lor Beijing's
Joint Venture Hotels, 1990-95

Fooms
available

r6,205

18.205

21.805"

22.605

23.005

23.405

'Eslmates based on propcled increase of 10% pet yeat

"Fleflects holels scheduled lo open by lhe end ol 1992

Source Davrd Tong

Anticipaled
vasilor

arrivals'

540/a

53%

490/o

560/"

60%

1990

1991

1992

1993

1994

1995

1.200

1,320

1.452

1,597

1,757

1.933

000

000

000

000

000

000

l9

I pclccnt ovel lI)U7 lcrcls, wltilc thc
rrrrnrbcr of rrxrnrs incrcascd by llll
p( rcent. I)c\'( l()Pers. however, wert'
hlirrrlrrl hr rr',rr-crd t,rrrrisnr rcrciIt
figulrs, whith r'()se 20 pcr(enl (,\el
the l)r'cvious vcar t() aD all-timc high
ol $2.25 l)illi()r). lnve{t()rs irlr()
lookt.rl alrt..rrl rrt rlr(, l1)1t{, {\i.rrl
( llrrrx., r r,ttliri ttt th:rt tlr ar'livrtrc\
w()ul(l attrit('l torrrisls arr<l spectat()r'\
in srrlfi<ient nunrbers lo fill rnrptr

Average
occupancy

rate
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Joint-Venture Hotel Loans
HOTEL

\"r.' i( r'r l.\l)'.\\ (i rr'(
Itlrjirrg ltrttr rr;rtional (lLrllrr. (iut(
liirrhr'(i:rtrlrrrr
(lhnr)H l-u (;oll8 (;cnn.
(;rcirr \l'rll
I lu.' Qi.r(, \l.rr\i,,r
Ilu.r \\i'' (i llrrc
l"r (,u.rr)g (i 

'llrcJi'rxl'r'r ( :()'rt)lc\
KrrrgrLrur
Krrrrlrrng
l.c \lcr idiltr
I rarrgnraltt' l,,trtt
Nc$ (;cnr rrr!
( )lurl)i('
s-{S (;r r(l ll,'rcl
Sh.rrrgr i-l.r
I i.ur l.orr l)t n.r\t r
'I iillr I'irg l\1.llrsirnr (l.cc (;Ir(l( rl\)
\{i !r l(l l-r'lrdc ( i rtre
\i" Qi.x,

(:ill(li( (llilr(nrl
.Jir r (:nng Nrirr(l;rri,r
tl.'., Hai I l,ircl
\lrr i(lrt 

'r 
ll,,t.l

sh.rrgh:ri (i nrr(
sh,tlrglrili lrrcr r).rriollrl ,\r lxrlt
Slrrrglriri Illrcr rriri()D:rl ( :h,l)
Sil!cI Slrr

llir iii n,{
(i,r(k r I lr)r.l
I I\.r ( :l) i:r{ ' lt iHirg
lrrtr.rrr:rtiorr.rl li arlt ( i.rrt r r'
Licr l.i
l.r"n (lhLurg tlolitl:tr Itrtr
Yrrr' \iu l irrrr lirrildirtg

(;okLr FLrscr Il()trl (l\r l'hit\()
( irllt n lll,rrIr tl('t( l (:n(l l)ha\e)
(;r,ut(l
(;uo An I Iotl.l Shcrato
\lor rring ln.ll
\cr \\i,r lrl I.rr k,
\irlrr

(;uilill (:.r' ([ 
')\1.'n(L'ri"

I ilriitt lrtct ttattorral llllrkhrrg

I lr 'lirlar ltttl

I)r.rgon

(.r'rrr.rl fl(!rcl

I i."r .1n

Shearson
Taiyo Kobc
First Chicago
Industrial Bank of Japan
l,ong Ternr Credit Bank
Mitsubishi
Scandinavian
Sumitr)mo
Bank of China
First Chica8o
Kin(heDg
Ka l,lhh
Sanwa
Bank of Tokyo
Bank of China
Scandinavian
CCIC l'inance t,td.
Standard Chartered Asia
HongKong Bank
Banl( of China
Takugin

I,OAN AMOUNT YEAR

l9l111
I9lr{i
l9r{7
1986
I9n3
l9l+1
l9n7
l9n7
t 9ti(i
t 987
MlJ8
t 9tt7
l9tt7
t 9tt9
l9tt7
l9l+l
I lrllli
l9u7
l98l{
1987
I $lrti

BANK

ll58-38 rn
Y5b
t57.2 m
l9s m
Y823 m
t45 m
S4{.5 m
tl l0 m
t25 m
120 m
t63.33 m
tt7.3 m
S55 m
i72.8 m
*5b
t,lL5 nt
t45 m
t36 m
t27 m
t?80 m
t46 m

t85 m
i5s m
t40 m
t31.45 m
tl,l5 nt
Y1.49 b
045 m
f27.55 nr

ll0 m
$700 m
t2(l m
! 160 m
t25 nr
130 m
t50 m

ll3 m
t:lo m

$24 m
$2 rn

l9tt.i,
l9t{(i
l9r{5
l98r;
19t36
t 9llr;
l98lt
191{ll

l9tt:-)
l9t{3
1988
l9n3
198.1
198{i
l9n7

tl0 m
S25 nt
i42 m
t30 m
ll4 m
137 m
t25 m

1983
t 987
t 9116

t98tt
t 9liu
r 986
l9tu;

Nanyang/Den norske Credir Banl
China Development Finance Co.
Overceas Chinese Banking Corp.
Socier6 GEn6rale
CCIC Finance l-rd.
Daiwa Overseas
Uniled Overseas Bank-fakugin

Den nr)rske (:redit Bank
(l(ll(l Finance t,ld.
-f(,kai Asia
Wardley
Talugin
Tiryo Trust
l)ai-lchi Kangyo Bank

Toyo Trusr

Nanyang

Bank of China

Sumitomo

(l(:l(: l;irrarrt c l.td

Den norsk€ (;rcdit Bank
I)en n0r5ke (:redit Bank
Overseas (lhinese Banking (ilrp
Kiocheng-Tokyo Finance
Marrufacturers Hanover -Iiust

Standarrl Chanered Asia
West Deuts(he l,andesbank

I l)8ti
llrllr'r

Ncdcr Ianrlsr lre l\lidtletr,,tandrbanlcrt
Slrr(llrd (lhlll(,rcd Ari:r

t 987
l9tt.l

I)r,r nrn-ske (ilcdit Rank
Billrk ol ADr(r'i( x

( lllrrrd Hotcl

$?onr

$ 12.5 nr

Sl{} rrr

$!7 nr

t 12.5 nr

1986

1987

1988

I988

t989

rrr = rnilliorr b = billiorr

\,nrtc' l\t, t,t,ttInul Itnanrttg ll't t'tt
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nlilrkcl l)v lh(. en(l (){ l{)1)0. I}t'lwccll
thc crrrl ol l1){)() rld latc ll)l)2. l1
r:rorc irrterrrrt iorr:rl-class Itott'ls trc
sl.rte<l {or rotnyrletiott atorttt<l tltc
( ()unlr'), in( ludir)g a llilton, trv,,
Holirlar Intrs. a l\lcri<lit'n. ir Nr)!()l('l
'llavel Iln, rrrrd tlrt Beijittg l,rrltharrsa
(:( ntr'c.

The looming liquidity crisis
fhrlugh lirleigrr arrirals trr Cllrrrra

have bt'gutt l() r'is('in re(ent rrr()Irllrs,
l:riwarr and Soutlr Kor'can brrsin<ss
tr'llvelcIs n()w nrakt up the lrulk ol'
ar rivals. Sirtt e lll( se I I avelcrs itr('
olien unrvilling trr pay elcn dis-
uruntc<l ralcs ol $70-80 per ttigltt at
Irrxur\ lourist hott'ls, tttanl' ol (ilri-
nlr's.i()iDt-vcntulc ltotels rentain tt tt-
derut ilizcd-a n<l itt serir,trs Iinanr ial
st rait\.

With nrore h()tcls nb(,tr1 t() ent('r'
lllc nriuket and little siglr ol signifi-
( lult iu(reases in tourist antl btrsin< ss

.rrri\.rl\, ltiut) lr,,tr.ls .rlr. firrrlilrg rt

extrenrch (lithcult 1() r-tpav loarts
arr;trilt'rl lil botlt cottstt'ut'tiol arrrl
(,1)errti()nal l.osts. Alrearlr" nlnIly lr()-
lcls hute lltd to delault ort Ioatt
rcpavrDelts bccause ol lirluitlitv
pr'oblcrrrs. lrr Iatt. lerr<lt'r's rllro cotrt-

Pcterl Ior ve[y llrin rickls-0.37i>-
0.{j2a) per.ell above l,lltoR lirr l0-
l2 yeals witlr a glir(e l)cri(xl ()l 2'l
vclrr\-dllring th(r h(xrrrr pe t-i()d at c
now I:rrerl s'ith the allcrnatives of
rcnegotiating loarts :tt < trrrettt prices
or takirg lrolrorrcrs arn(l Huurilnt(,r's

(lurtcntl\, s()rrc {0 pclrtnt rll
OhiDa s -joirrt-verrlure hrtcls harc
alrea<lr restrrrctrrr'cd thcir Lrans at

highcl prerrrirrnrs. In rrrost rrrses, rt

ICstr u( tr.lring lec is irrcrrr re<l irr a<kli-
ri()n t() int( rest ratcs uP (r l.7ir
lx lrcrtt alr,rrl LIll()R. P.rrrtrertt ir
gcrrclallr rlt'lcrrrtl ott tlte 1>rilttiprl
l"r l[\'r I r(.:[ \. l',,r' t,satltPk', [, rlL,$ irrg
six nrorrlhs r,l rrt'gotiatiorts. the 22
banks fin:rrrcing the llrijing Wrlkl
'Iradc (,entcr agltcd to reslltl(lrlte
tlle (;(,nter'\ $2ti0 rrrilliorr syttriit attrl
k)ln :lt a ((nnl)ill'ali\'('lr l()\t 0.ir0

lx.rceul o\'('r' l-lllOR rlurirrg corr-
stl r.lcti()n. l)ul lh(' r':rte lr'ill in( r'clsr' l()
0.t30 I)crcctlr bet\\'cen l1)92-11:'1, ur)(l
llten tr) 0.It75 perccnr urtil it reaclrcs
rrr;rtru itr irr l1)97.

Otlrcr lrotrl pr,,ject.. eitlrtr Iirr-
ished or ulder ((,nstlucti()rr. lllc
lrt'irrg solrl to lrrryels willing to
lrrrrr'has<' a dortrirtant nurrrhcr r)l
slr:rr t,r lir rrrr t llc l):r lrr'r \ r 'f tlrt' Jor t rt

rerrttrre. ltr Sharrghai. Irrr t'xanrple,

Iive lrrxulv Irotcls ar'c r'( lxrrt('(lly
;rreil.rhle {irr sale. lnd tlrtcc (:hioc\(-
owncrl holcls tlrr: Rrri -firr, Hong

.liao. :rnd (iheng Qiao ltotcl.-,t"
also lrxrking for bultts ot lrrrcigtr
rrrnrgctne!ll ( ()Irl)anirs.

l'ol lrotel projects still ulrtlct tott-
sllu( li()r. Iirrancittg I)r'()blcnrs ate

I)ilrti( lrlirrl\ :rt trlt'. Sorrrc harc srts-

Ix'nda(l (()rrstru( tion or <k:lavctl
o1>errirrgs to <opt' rrith sltott-tetttt
linirnr irrg rlilficrrltics. ()thcls havc
:rskcd r onstrrrctiort c<ltttlr:tnics trr talr
ttluitl itr littr (,1 l);rlDl('llt ()t' Iinarrce
sh()r't-tcrnl l()lns {i)r lh( lrr()i( ( L ()r('
lrotcl in Bcijing, altet its .ltpant'sc
lcn<lcr relitsed t() tnakc alY dr':trv-
rir*rrs orr llre irpl)r'(,vcd kralr altt'l
-lune l{)l}9, was lorced to ittjecl ucw
rapital fronr short-tetttt loatts ftoltt
()rheI l)anks. Airrring tl).()nrl,l('te lhc
ll()tel l)t th( cn<l ol l!)1)0, th('r)\ttt('t's
art rrow lelt scelirtg rr($ int't sl<trs (lt
r(.!\ l|.utkct'\ t.r lin.ln( c Ill(' tl rrr.l irrirlg
( orlstr u(ti()n ( o\ls.

N()l xll hr)tels hlve l)c('n ilhlc l()
.ulrt, tlrcir lirrrrtt, r.rl ,ltlli, trlti, '
throrrglt loart IcIleg(rli:tti()tts. 'l ltc
(irrilirr Shcraton u'us strtd lrr serctt
banks irr N|alch Iirr Iuiling to nrtkc
pirrnrctrls olt its {)tttstattding tltbt ol'
$ltl.li rnilliorr. llrc vtrtlitt irr tlrt'
k.rrdels las'sttit llts vt'l to bc tletcr-
llrinc(1. as lhe l)ilnks ll()w \c('rlr l(,
bclicrt' that brrsirr<'ss ilr ()llilirr rrtly
rtcort r en,,rrlah to hellr tlre ltott l ortt
ol' tlrt r'cd.

An()ll)cr lr()tel il (irrilirr. tl)c (;uilil
(;rr'(l(.n, was also lrrrrtrght to rrrtrlt
lor tlt'laulting ott its krart. Tlrt' lrott l.
wlrr lr ltarl lr,rrrorrerl $l{t rtrrlli,'rr
lrr:rrr the \edt rlandsr Ire Ilitltltrr-
stxr)dslxnk( Il (N l\l B) in l {ll{i). \!ir\
brouglrt brlirlc tlrc Peoplc's (iourt ol
(;uilirt in l\lar(h l1)lJl) l)\ its gu.u.ur-
l()r_, llrc (;llllrlg\i lnterttatiottnl Trrrst
rurld lrvcsrrlerI (.(,rl). ((ill l(.).
(il II(:. u hich hlrrl a t-rlrrtter -guanttt-
tr{] l)\ the lr()tcl Ii)r'llrc rn()rtgagt o['
the ass('ts, lrarl to Piry oll tltt' ltr,tt'l's
rlcl>t to tlrc harrk tlrcrr th( h)t('l
<leLrulted. 'lhe corrrl rulcd lh:rl llrc
Irotel *as to sell its firecl ltssets-
sorrrc $20 rrrilliorr-irr rrrdcr to rcput
tlrt l,r.rrr. llrt ( ',lrrrtcr'-llrr,rr'.rrllei . itr
! tli'( I l,trl rlx s.rlr ol .r\\('l\ ltr
(llTI(:'ii Iran(ls. lill()rliug il l() settle
llre rr.rrr(r rrithorrt plrritrH,,rrt r'l it.
own pockct. All(r tllc tharrgeottt.
one ol thc hotclicls orr thc (lhirrt'sc

side t ourrn< rrled lhirl tll( pr'(x ccdirrgs
\er(' ri(li(ulou\ Jrrd tlrc rcsuli $;r\
like lruttilrg rrr()nc\ frotrl ottc lxx ktt
l() th( ()th('r."

Banks lose faith
Ilrorrglr iuitiallr t'agtl to finartct'

(,hirr.r's hott ls, lort'ign banks are Irolr
Ii'elittg trtot't' (ilrlli()tl\-aIr(l rrt()r'e

cxpost'<l (.rre tablt'). I'eak pavn:crtts ort
(lhira s dthr arc to ltrgin llris \clt',
arrd <icbt st'rrirr' will aDr(,trIlt t()
rrcarlv $5 l)illi()n belwccn n()w irnd
the r.rrd ol l()1): 'l-lr()uglr li)rcign
lrtnks slrow littlt'sign ol l)a(kiulj arvr!
lirlrrr tlrcir (ihirra kruns. th(v lrive
gr-owirrg t orrcerrrs irborrt (lhirr:r's ahil-
itv to repar its (lebt\-palti((llilllt
lllosc guirnlnlc('(l by Pt'rlrittr ial grlv-
cr'nnr('nts :uld ()r'gani/uti()ns, nlli( h
ale rurlik<h to ltare tlte t'cs()tl!'(rs
undcl the (llrr('tlt auslerilv (.linr.lte
to back thc Lrarrs.

At t oltlirrg to Shanglrai offir'i:tls.
Irowtrcr. tlrc ( )h inesc govt'rnnx'nt
rlill srrppolt Ohirrcse organizations srr

that the\ a.ln ll()rr()r thcir l()In
gua[nrrlees witlrottt clcllty. 'lltr' Sr,at/r

Ohina ,\lorntng I\t.tt rer( !rtl\ rcp()r-tc(l
lhar lU()t[.Rl is Pressrring thc l)rr)\'
iut'ts to tleat ul) thcir' ()rrtstiln(liIrl{
rlebts to Iolcign lranks. thottgh thus
lar oulv orc barrk-Standarrl (llrar-
tt rcrl ..\sia-has r t'( ei\ c(l ccnl rll g(,\ -
(.r'nrr( rt :r\.ii\l.rli ( . Ii r rrB t,r re,.i.rrrt
( ()nlr()l ()\( t' lertrling to tcst{,re (llli-
IlAS ICpUlllli(nl ls n cre(lil\\'(r'lll]
(l(.htlll, thc rr:nlral gort rnrttcttt norv
grarrts orrlt lirritcd apPr'oral to tltc
li.rrrl ,,[ (.lrirrr to i\\u( gult',rnt(r'\.

Japancst L:rrrlcr s br rrtd lat ge se( rn
rrillirrg t,' i,,rrr lirt'rls r.itlr tlrcir
( lhint,sc corrrrtcrlxrrt\ to rcstrucltrt'e
krans err<l lrxrk Ior' arklitilrrrlrl invts-
t{)r_s. l)ar Iir ullr 11 sin( ( .jnl)an iIIl-
n()un(('d ll)is suurncl tllrl it w()lrld
rt'sunrr its (ihitta lettrlitrg l)!(,grilrrl.
( irrrsrrr at ir t lcnrlers itt.lill)irr slill
Irarlror srrrrrt <krrrlrts alxrttl (lhirtcsc
l>orrorr'err' abilitr to lr'par loans, irs

uell :rs grlrtarttors' ahilitr to back
tllerl up. hut \ill h()rr()r r\isting
loens. l ht l will likclr lrt verl pru<lrrrt
irr firrrrling lrrtulc pr ojt < ts.

(llrirrcsc lrank lt'n<lcts stcrrt lrat-
licullr'lv cirgel t() sr.rpp()r t l()an
r'('slructLrriug. csPcciallr il thcir orrll
otlrcl ()pli()rr is t(, srrc the l)or'r(,$('r'.
\\'hilc rr.rsrclit\ rrnv rrrirkc it (lifli(ult
Iirr sorrr<' (llrirrcsc barrks to lratk rrll
l rarrs that r'(,(luir'('r(strll(llrring. at
k'ast sorrrt' hotcls-srrch as tlrc
Slrarrglrai llilton. l hose (lhirrtse
l)ankr'r's art willir:g t() r'cstr-tr( lrlr-(' llre
lrotcl s Lrarr at o.tlTir per'rcnt rrtcl
LI Ii( )R-Ilriry Iit!(l assrslan(c li)r'1ll-
torrrirrg Ir.rrt (lhincsc b:rttks. ln
lr<l<lition, lrotcls tan sollelr the lrtrt-
(lcll ()l !'eslluatuling lrr rt'r'isiIg thc
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The Short-term Outlook
lirrn:.10 r() !a) l)cr((rt. lhc.Jiarrgurr
llotcl irr Xiau sells a spr ial par kagc
t,, ll Ir tlrrotrNlr it' sirtt t Ir,,tcl irr

llt ijing

r Slatic occupancy rales in the near
term Alllr()ugh sr\(rll lrotels rrrt((l
tlrlrt Atttcrir.ttt .rtrtl [.rrr,tltclrtr lrtr.'-
rrr.ss irtrrtascrl sliglrtlr irr l1)1)0. notlc
crpected thcsc or :\siatt totrt isttt
ar'rivals tr> pitk rr1> t'norrglr rl('rl ve.rr'
to halt ortrch ol an intpar't ott
(x(up:ln(y Ialcs. I\l()st plerlict rxcr.r-
pln(\' r:ttes nill rtol rt'tttt'n lo ptc-
'l-ianaIlrrcn ['vcls until l1l1)lior lt]tlt.
o Need for improved governmena
services Most lr,,tcl. r:rllctl Iol itt-
crcasrrl cflorts br the (,hitrtst gor-
clnnlcnt l() p|.trnrotc travcl t() Ohitta
antl orcrtotttt' tran\p()r'llti(,tl l)()ttl(-
rrr.r L,,. r.spcr i.rllr irrcllir ilrt irrtcr< itr
.rir anrl r'.ril lirrks. lll.rnr lrrrre trrkctt it
lrp()n lh( llrsel\'es lo cngagc irr pronto-

.loirrl-rctrturc It()tels Irav(' tlt'reloltcrl
ralious rlr-alcgies to copc tith tht'
orr'rsrrPPlr r'l t'rxrttts itr Irlajrrr totttirt
tities antl tlrr downtulrr in visilot's
Iirrnr traditional nrlrkets. 7)lc (llrrra
Ruttntst lt.r ttu' cottt.trlc<l ltolcls itr
[icijirrg. Slrartglrri. \i.rtt. .rttrl I-i.rttjirt
to <liscrrss how lhev asscss thc indus-
trr. Selcral trends sttxrd orrt:

tional actiritits or aitl (lhint'se oHi-
cials irr their ellirrts. 'l'hc (ircat \{:all
Slrcr'.rtorr Hotr'l irr Ilerjirtg. ft'r' irr-
starrtc. frrr lllc pasl vexr has r.orkcd
rrith lrrrth tlrc Narionll 'lirtrrisrrt

A(lnliri\llalioll (N lA, :rrrrl tlrr'(.ltitrr
Irrternational llarcl Scllice ((il'[-S)
t(r inlpr()vc theil prcscrrtalions at
intclrral ional I ra<lc shotrs.

o No Eein from the Gulf crieir Most
hotels are expecting the Gulf crisis to
dampen the return of long-haul
leisure travelcrs because of increases
in air fares. This factor should
further push hotels to target less
price-sensitive busirress travelers. Eu-
ropean markets may be m(rst s€ri-
ously affected as many European
flights srop over in the Gulf arcai
reluctance to continue such routes
may necessitate negotiations for new
air space rights. -PB

leIrDs oI their (()nlracts. [{()tels such
as lhe I)()rtri[rr) al ShaDghai (:erltr('
have entered neg()liati()ns with (lhi-
nesc aulll(,litics to increasr tlrc con-
tr'a(lual lile ()l the i(rinl v(ntur( arr(l
()l)tain tax lrolitlavs an<l tax r-r,rluc-
tions irr ordt.r 1() nrinirnize the
payback bur<lt,n.

Loohing for a breah
Irrtrcased torrrist arrivals in rccent

nr()nlhs huven t translatcd into Prol-
ir\-or'( \('r thc l,r'r,.rk-r't(.1 lxrint -
lirl nrost lrott.ls, arrd lrrrg-awaite<l
t()urisrtl tverls srrr'lr as lhe Asiarr
(iarnes I:rile<l to Proridc lhc h(x)sl
Ir()tt:liers ha(l lropt.<l for. Nunrr'r'()ur,
hotels irr Beijing b(x)sted their r(x)rr
rates irr anticipatiorr ol increase<l
business <luring thc (;arr(r. but the\
drcw la! fi'wcr visit()rs than ex-
yrr'< ted. ()cculran< r' rntes as lotr as {0
pcl(ent lcd nrlrty lr()tels to abatttlon
inr rt'aserl rat('s: s()nle e\(n cul l)rices
bl as rrrtrth as 4(l perct'rrt orr the
st.cond rlal ol the (ianrcs. Addirrg to
tllc fi-u\lrali()ns ol ioint-vt'nttrre ho-
lels. rlosl of lhe visit()rs were Asiarr
an<l r,r arr tcd .hcapcl ac(()nrnnxlati()r)
t 1,,*i;.quality lacilitit.s. Likcwise,

nranv ol the (;uangrh()lr hotelli lllat
brxrsted pri<cs tlrrring thc O<tober
Autrrrtrrr 'fratl<' Fail wcrt' pr'ol>abh
Ii'rr:,trlrtt.rl rn tlrcir irttcnrl)l\ t(, illtrrl
Irrll ()t crrlxnt v irt t()p Ial(.s.

lor titics uithotrt substerrtial Iirr-
eign business <ontacls, srrch as Xian

will be irsullicient t() rescue the h()tel
irrtlustrl'until 199,1-5 rt the earliest.
irssunrillj no Iirrther political trnrest.
lrr thc rneantinle, the sudden ()pen-

iDg ()l p()teDtial t()urisl and business
dcstinlti(,ns in thc Sr>viet Union antl
l.astern L.urope will divert tr;l'elers
lrrrn the Fal East, including (ihina.
And if oil prites continue t() r'ise as it
lcsull ()f evtlts in the (iulf, interna-
li()nal ilir trarel is certain t() l)econle
nl()re cxpelsive, nraking il molc
dilficult t() attra.t krng-distarrcc tour-
ist travel to (lhina.

Far etl witlr the slunrp and an over--
iiutrlrJlc(l rrLrrkcl. h(,tcl (,wrters rrt
(llrina will have to strive t() survive.
'Iaking cues from :r sinrilar-though
lcss sevcre-hotel glut in Singapore
in l1)tt7-8tt, lroteliers in China ntat'
rortsirlel tlorittll ofl part ol their
r(x)ms t() (ul operating r osts. Hotels
are also likely t() nraintain lower
prices in the Dear terrn. and t(,
negotiulc with (lhinesc au(hl,rilic\
lirr rerluced tax rales. 'I llough sorne
hotels nral be able to restructure
their l(uns lo weather the storm.
()lhers nrav look to investors fronr
South Korea and'[aiwarr to help bail
thenr {)ut ol their financial dilicul-
ties. LJltim: ely, however, nruch de-
perrds on whether poli(ical slabililr
t an be rrraintained in China-a factor
()ut ()l- the corrlrol of the hotel
irr<lust rv. i
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. TrrgctiDg burincsr ttavclcrt
While most .loint-venture hotels still
cater primarily to the European,
North Anrerican, and select high-€nd
Asian markets. nearly all are courting
business travelers more vigorously
given the slow return of Western and

Japanese leisure rravelers. Thc Hyatt
Xian, for examplc, which is located in
a city not known for business travel,
is devekrping special services for
business travelers to boost FIT (for-
eign independent travel) occupancy

arrrl Orrilin, tlrc futr.rre ()utl(x)k is evctl
lcss pronrisirrg, anrl hotcls thcl'c arc
culling lllic(s ilnd addirg b()rlrscs l()
.rtrr('t glrr\l\ 'l'lrt' liargrr,, H,,tel il
Xrrrr rr,,w ollcrs slx r ral p.rr krrgrs Iirr
$711 firl two nights irt<luding fret'
hrcaklast an<l aitp(,r'l lransfels. Thc
(:lrilin Sher t()n plaDs l() cut its ralc
Iirrnr ${)0 to $lt0 br the cld ()l lhis
vc:rr. S(x)rer-()r lirtt'r', nelrlv all joitrt-
vcrrlurt holcls ar'c likelr to lrr!'ther
(lrl tlrcir prir(\ or urLl cxtrlr arrrerri-
tics su( Ir as li_ec brr'akfasts arttl
dliuks.

At the lational lclel- cff<rtts alc
un(ler$aI 1() bring l()r.lrisnr [((eipts
trar k up. fhe Ohinu Natiottal liruristn
ArlninistIatirln (,r-'lA) is nrappirtg out
scveral stlilt(jgies to tcvitalir(' th(]
Ir(ttel an(l service intlustries. att<l has
bcgurr to classify lroth.,()int-v('nture
arrd (lhinesc hotels a<'cording t<r

inlelnati()nal star-rankitrg ntcthods.
I\ the end ol l9llt). 135 hottls hatl
.rlrearil lrrerr rirnk((1. :ll(l rrr(,r'e irl
l(,uIisl (l(stiDirtir,rlr.rntl,.,'art.rl r iric:.
arc t() l)c rarrked tlris lear. Tht 6nal
star-rauking will bt' linkccl to r<xrnt
lates. l'rclirrrirran rankirrgs call [rrr
rlailv rol,rn i illes in 5-star llolels to bc
$ 100'liro; .l'star.. $70-120: lJ-star,

$:10-U0l 2-stlr-, $15-.10: and l-star',
$ l0-30.

Hoteliers believc that su(h ( fli)rls
irrr r Iri(ill lr) rel)uildirl.i l,,llri\rr ill
(lhina- I\llnr anirltsts in the inrirrstrr',
howertr. belirve th.ll lrlvcl l() (;hitril
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From CLrang:hou to Harhin. From Shanghai
to Wulumuqi. The American Expresso Card
is accepted in more than lJ0citiesall
over the country. Now consider the other
privileges our Cardmemtcrs and cusromeru
enjoy.

Emergency Cheque Cashing
Should you nee,l emergency cash, jusr bring
your personal chequc and the Canl to the
designated branches of the Bank ofChina,
the CITIC Indusnial Bank or the Bank c:{

Communications allover the counrry. Your
cheques, up ro FEC750 per day, willbe cashed
()n rhe spor.

Travelers Cheques
You can encash American Express Travelcrs
Cheques at most horels and branches crfthe

10-

l)

akrve three hants rr.rr. lfthey are hrst or
stolen, ,ou can claim a re6.rnd at nrost.rftheir
branches. And with our Worldwide Relind
Delivery Service, we can arrange to have
your re6.rnds' rlelivercd ro where you are

staying. Just phone the American Express

Regional Relirnd (intre in Hong Kong
(Tel:852-8859112).

Travel Serices
In cooperation with China Inremational
Travel Services (CITS) Beijine Head ()lfice 

,

we can arrange hxrkings ofthe besr toun,
hotel" anJ.rrrlin. ncket. f.,r you. C)ur exclusrvr
Worldwide Customer Care Service is als()

available ar our Beiying Office, lyhite Swan
Hotel in Guanph{)u anrl rhe CITS branch
offices in Shanghai and Xian to provide on-
rhe-spot tmvel related services.

Beijing Of{ice
Or-rr friendly staffwill help you with rr:rvel
informatron, regrrting oflost Cards antl
Travelen Chcques, emergency Card
replacement and even a clienCs mailservice
These are some ofthe many services that
suprrcrt the Amercian Express promise thar
'MemtJenhif, Has hs Privilegese'. You will
tind us at Shop Ll l5D, West Wing, China
WorlJ T,'wer. China VtrrlJ Tra,lc ti'nrrc,
Beijins. G call 5052619.
' Excepr war r nes ,nJ disster .ms.
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Youfve got China with American E:qness.
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RELATED
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An Arner'can Express cornpany
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The Allure of the
Fragrant Harbor

.lune 1989 jolted Hong Kong's tourism industry
into preparing for future regiorul cha,llenges

Clarence H. Peters

F!,,, rlri' l'.r\r ..l \t.tr'\. rrrr\

l_-21 Horrg K,,rg lr.r. lrrlrr ,r

I -t rrr.,.," \r',r!,,t lllc lrr(,r.r-
I r l.r.rr r.llt\rr Ia(tll\rr!.
(larhing irr orr its rtratcgic ltxatiorr.
rltiqtre lristor'y, arr<l lrrxrrning ccon-
orrry, Hong Kong has rlanilgc(l lr)
ir:clease visilor rrllivals ovel l.l{)
pt'rtent euth tlctarlc. Trrurisrrr tr-
ccipts hate slro*n sirrril;rr inr'rt lrst's
l,,r l{) r'ut ,rl rlrt. P.rsr 'j(l rt.rls. llri.
dlanratic gro*tlr has lrrtl a signilir arrt
irrrlract ort tlrt lrx'al cconortrr'. witlr
tourisnr rarrking tlrird as a gan( rat()r'
ol firreign cxr lrarrgt. (behinrl thc
tcritiles lrt(l tlt'tlrorrirs settots) attri
t'rr1>kxing alxrut l5 I)crcent ()l llrc
llong Kong sor'llolcc. 'lhe indrrstlr
grclv ()ll rverlg( lx ottr I I pcrrttrt
arrnrrallv Ii orrr I llll0"llll. a{1r'ii.ting
l)r)th leisulc Ila\'(,1(,rs. who acr'orrnlt tl
lirr about nvo-thilrls ol all arlivals.
attrl busint'ss IIaTelers. who lr<-

counted Iirr rr<.arll orre-third.
llllt tl)e ( hicl (lucrl iorr Iar irrg I I orrg

K,,ttg tr,,w i. rrltctlrtl rt (ilrr \lr\t.rrl
lllis inrpressivc lx'r'lirr'rrrarrce. Arr'irals
werc down lasl lt'ar:rlter the violt rrr'c
irr (lllina, h()tcl ()( ( ul):rn( v rales lltvr'
slil)pe(1, iID(l slrorrg ncw rcgiorral
torrrpetitor-s irrt' t'rrrelgirr61.'flrorrglr
Holtg Kong is st ll positioned to rttct t

thcsc challt'ngcs lrrrl has alltath'
bcgun to atlol>t rrc* strxtegi(,\ t()
t'rtsrrre its preerlintrrrc in the rcgiorr,
rrrrrlr lrsts ,rrr l.rr lr'r's r,rrtsirl it.
( ()1I r()l-l)ut l i('1la rly tlre atrrrr,
splrcle in (lhirra, wlrich r<.srrrrrcs
.ovcteigrrtr rrrt r llorrg K(,r),{ i

l1r1)7.

The China connection
Although (ihirra s reopening to tlr<.

()utside w()rl(l hlrs rrrr<lcniably lx'rrc-

China is not the only

factor shaping Hong
Kong's tourism indus-
try-and in the long
term may not be the most
important one.

filr(l H()nB Korrg "the galcwir! l()
(llrina" it is rlillicrrlt to garrgc jrrst

Irow signilirarrt tlrr' (lhina lirrli is to
lJong Kottgs l()lrrisr) irrdtlstr'\. ltl
l1)llli. lirr ex.rrnplt', uhilc 2ll lxrrcnt
ofthe risitols to Ilorrg Kong trart'lr'<l
orr to (lhirra. rrrarrv oI thenr nrcr'< l,r'

Ir-aveled to (itrarrgzhou ort rlav ttips,
nraking it irrrpossible to c'alcul;rlt
whether [1ong Korrg was tlrc plirrralv
dt.stinalion arrtl (lhina an arklrrl
altractiorr. or vir c-r'crsa. It is srrlc to
gcnclalize, Il('\rc\'( r', thal nl()st r)l tlrc
glowth in Horrg l.ong arlivals.rttrib-
utable t() (lhina lras stcntrlc<l llorrr
N()rth A|lrcIiaitn arr<l !-uropcarr Prrr'k-
xge l()tlrs plrssirrg throtrglr Ilottg
Kong trr r'()lllc l() or- lr-oru thc
rrrainland.

Horrg Korrg r ronrrectiort to (llrirra
is nol alrvars lr plrrs [irr thc tourisrrr
in(hlstr'\', h()$c\'( r. IIl I{)ttl) tl()ng

Oltrertu Il. ltt'ltrt i.\ ?xc.uti74, tnu o[-
in!!dirktor ol Ilontnlh Asia Pacifr, tht
,4sian loutt\n rott.sulling di!i\toi ol
ITorutath lnttrnatrtnal in Llong Kong.
lla.sul tn .ltirt fot otrr lO ytrtrt, ht
u'orhetl lot- l-at'tnlhol € Hontdh ltto,
t,' d\\ut, ]: htt ,tttrtnl pt\tutt,t t

l9I t-.

Kong rorrri\l ailirals dl(rpl>t.rl Iirrrr'

lrclr errl lrt t arrst ol fiarranrrrcrr lrrrrl
thc political instabilirT irr (llrina.
\l:rrti.rl Lrrr. tlrr,.lrrrrr' 1 lillirrgs irr
tleijing arrrl tlrt' rcsulting tlarel
adrisolies, irrrrl thc prolt'sl rlenr-
onstraliorrs irr llorrg Korrg strrrck
l()urisn) llrr(,sl irrstantaneorrslt. i\r'-
lir:rls pltrngt rl 20 pcrtcnt in.Jtrrrt rrrtti
22 perrtnt irr.lrrlr orcr <'ollrslxrrrrl-
illB ll)tttt lt rt,ls. llotel (x cul)ln.\
plurDnret(.(l Irorrr orer 90 pcr'((nl t()
around 7ir 1x.r'trnt in lunt' anrl 7l
percent irr lrrly.

Tiorc irrr(l thc corrtirtrrirtg 1rr'rrs1x't'-
itr of Asiarr ccorrorlit's har'c blotrglrt
a gra<iual-t lro rrgh nol totrl-rct or'-
r.r't l,' ll,, g Korrg tr,ttrirrrr lrr'r -

rallr, tlrt (:llinir (()nne('tir)n ll)ilt s()

badll rlanurgt'<l tlrc intlustll' lras lrarl
nruch to rIr willl ilri re(()vrrt. I;ilril-
half l{)!)(l arlivals were alrorrl orrt'

;x rrcrrt .rlx'rl lliltll lc\1.1\. 'luc l)ri-
nralilt to t r'crr rt'rrrirrrs grorrth irr thc
rrtrnrhcl ol 'l.riwarr tlavelers. rrrost ol'
tltrrrn tvrtt rrltirtratelr hclrtlcrl trr
(lhina. .\s <lircct tlavel hctwccn tlrc
tri',r .rr(.r\ is yrr,rlrilritrrl, l,riw.rr ( rli.
Terls rnusl (,lllcI tlle nlainlan(l via il
thild le l'r'it()r'y-in rx)sl (ascs, ll()nf
Kort61. l.asl rcar Hong Korrg lc-
totdtrl ,,rcr I I rrrilliurr l.rtrr'.rr vrsi-
tor.-ll lx r(( rt r'I t,rt.rl .rrrir.rls
cornparcrl witlr jrrst ir.7 per'.cnl ()l
the total tlrlt,<. tt,ars earlier. 'lht,sr.

travelcls lrart hcllrctl the irrrhrstrl
rebuiltl sirttt l:rst Junc, ptrllirrg tlrt'
lirstJralt l1)1)0 h()lel r)('cuprn( \ lcvrl
llp l() 77 lx,r'( r,llr.

Althouglr 'l iarrartntert tras lt harsh
r-cmin<icr ol the rulrrelabilitr ol
HorrB KorrH t()llri\rr to ertlrts irr
(ihina, (lhirra is n()t the {)nh Iurtor
shapilrg tlrt irr(lrrslr\,-aIl(l itl llrc
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long tt'rrrt rlav rl()l lle lht nx)sl
inrlxrrtarrt orrt'. Rt lirrt'Ohirra's open-
ing rrp trr lllc ()lltsidc wolkl, llong
Kong arlivals bort' no obviotrs lelrr-
tioDship r() lhr nullrbcr o[ lirleigners
r isiting (ihirra; rlrrring tlrt, Crrltrrral
Rerrrlulion, lirr cranrlrlc, visitor ar-
ri\'.rls t() H()nL Kong grew steadilr'.
'l'his growth (rn hc altlibutcd t() thc
( r ',rr,'rrlli (l\rrJnrrrttr r'[ tlre .\si.r-
l'ir< ilic r cgiorr. which has glcatlv
.ll.rlx'd tr,rrlrrrr irr H,,rrg K.rrg. \it
((()n()nri( gr()\!th irt E:rst al(l S()uth-
c:lst Asiir has (reuled u()t ()Dh nerv
rr:lrkr't\. l,ut I),rr( rti:rl rlr$ rr,rrl)rri-
t()rs wh() Ix)sc u signifi( anl < lrallt'ngc
to llong Korrg's Lrrg-t(.nn \ixbilil\ as

ll l()u r ist (lesIiIriltioIr.

Regional opportunitie s -and challenges
Rt.gional stabiliu ati()n altd (()nr-

rner'( ilrl (lcvel{)pm('rrt ()!(,r lhc pirsl I lrl

\eats have ai(lcd Hong Kong's eflirrts
t() IuIe !isit()r-s. II)e en(l ()l lhc
Yietnanr \\'ar. llle lise ()l .Japiln as an
irrler'rratiorral (.c()nrrnic frrrce, arrd
tlrr ( rrcrX( nr r' ,rl .\ri.r's tigrrs 

-tIong Kong, Iiriwarr, Siugirpore, and
South Kor'ea-enablcrl tht. l isc oI
i(rlt.rllr I'x'.rr'(l ll,rrrg K,rrrg t,, it.
('rrrrenl \latus as n hlrl) lirI Asi:rn
t()urisnr ilrrd n(.r-\'e (erlt(.r lirr .-\siarr
brrsincss. A superi(,r- illiaslru(lure
n)adc Holg Korrg tlre logical lrxale
li)r W('stelrt brtsinesspe()ple scekillg a

lixrtlroltl irr Asia. wlrile its wolkl-class

Econornic grouth in
East and Southeast Asia
has not only created new
nutrhets, but potential
?uu competitors uho
pose a significant chal-
lenge to Hong Kong's
long-term uiability as a
tourist destino,tion.

h()tcls, [(,slarlrxnts. aIld shr)Pl>ing
nrade it a natrrral rlraw [<rr \{'estern
and.faparrcse leisult' travel<.r's.

Now, lrowevcr, lhlrnks lo the bur-
gt'onirrg crorronrics in thc regi()n.
llong Kortg is becorning a lop rlraw
lirr,,\sian trar'elers. Asiarrs cornpr iscd
(i.1 ptrcent ol all visitors in I1)119,

t ompared witlr 5J l)el'( cnt iD l1)U0.
Bv Arrgust of this vcar- thc plopoltion
wlls (,\'er 70 pcr<ent, with Tarwan
a< corrnting Ibl sorlc 2.1 pcrccnt ol all
arlivals and .lapan 22 pcr(('nt. fls
aud \\tstern liur-opean risitors cach
:r<'corrrr(e<l lirr abotrt l0 pcr'(ert ()f
thc llltl-9 rrrarkct.

This shiti in < omposition has had a
profilrnd irirp:t( t (,n thc indlrstn. as

Asian travclers len<l to spcnd Icss
tinre iurd nr()ncy in llong Kong than

liuropeans anrl North Anrerir'ans.
l-irst t'ear, over half the Tain'an
visit()rs t() Hong Korrg, lirr exarrPle,
slayed an avt ragc ol 2.l| nights,
r'ompare<l to tlte in(lustly averagc of
:1..1. l)evcloping pronr()ti(rral lnd
trrar kctirrg sr'lrrrrres t( ' 

('llvin(e Asi.ln
lravt'lers lo stay longer is thus a

nrirjor prioritt'Ibr Hong Korrpl tour-
isnr authorities.

Just as llong Kong's r\sian neigh-
b()rs:rre provi(ling new nrarkets lirr
tlre tcrritor'1'to source [r()m. Ihe)'irre
.rlso prcsertting r,'nrl)ctiti(,t! Ii'r husi-
ncss and holi<lay travel.'l'hailand
sponsoretl a verl' srrccessful prorrto-
ti',D.il y(lr itr l{lltlt irrrtl Malrrrsia
crlrrentlv has one trnder war, $lrile
Inrloncsia lrtd lidia have scheduled
similar plograrns frrr 1 991 . 't hough
the ol)enirg ol Vietnanr and progress
townt'(l p(:l(e irr IrtrIrclrira rrriglrt in
the short leror bring peol>le to Hong
K()Dg en r()ute t() these places,
cvt ntrr.rllu ther will lrt,crrrrre r orrrllcti-
tors ;rs well.

f)evelopnrents in Eastern Europe
nray also presenl challerrges to Hong
Kong. Hong K(nrg's frade [)evelop-
filent (i)un('il has beg1rll a srries {)f
rni$si()tls t() cxpl()re prosprictivc lrirrle
lirtks artd Jrronrote Horrg Kong goods
ald services in the region, hoping to
spark incrcasecl uunrbers of business
and plcasure tr)urists fr(,m !lilslcrn
Europe. In the l{)ng ter-Dl, h()Ne!er,
Wcsterrt and Asiln brrsincsses' inter-

Tota! Hong Kong Visitor Arrivals, 1980-90

ao 'al 'a2 'a3 '84 'a5 'a6 '87 aa 'a9 90'
Sourcer Hong Kong Tourist Association 'Projection based on hallyear numbers

1980

1982

1983

1984

1985

1986

1987

19BB

1989

r990

1981

2.281 .520

2.523.250

2,592,012

3.370,308

3.733.347

4.501,889

5.589.292

5,361,170

5.684.805

(millions)

5

4

3

2

1

6
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2.753.549

3.107,737



T T nng Kong's lr?mendous rutc.ss in alltattifig ltuu?lers is du? in Parl lo

H lhe slratcgi( planntng oJ the Hotg Kong Tourist Association (HKTA),
I I th" gou"ntment orga tzalton.harged uith moiitoring and Promotiig
the industry. Assotiale Edibr l)at Reard,on spohe uith l)ugene C. SulLiran,
?x. .tire dir?ctor of th? HKTA, h d,is.1tss lhe futurc of Hotg Kong's touritm
induJtn.

CBR: W'[r,rr uas HKTA loundei, and
uith uhat nanlate?

CBR: Honr man'j ofices do yot hove
ot,?$?as awl uhol rol? do lhg plq?

Sulliven: We have 16 overseas of-
fices in I I countries. These r>ffices
work prinrarily with travel agents to
sell Hong Kong as a travel destila-
ti()n. Marketing strategies involve
advertising, trade shows, in-house
seminars f(n agents, and contact with
the trade press. In ad(lition, these
()lice\ pronr)le Hong K,,ng firr
DreetinBs, exhibitions, and incentive
travel.

CBR: Hna large it HKTA's budget?

Sullivan: Ttrtal 1989 inconre was
over $lll nrillion, or()st ()f\rhich was
spent on marketing, promotion, ad-
vertising and literature, overseas
representatioD, and research and
development.

CBR: llns \our markcling slrateEl
chatged sinte Tiananmen? l|that do iol
emphasize in (urfttl campaigrs?

Sullivan: In gener:rl, all nrarketing
activities were inrme<liately stepped
up after Tiananmen. Our ()verseas

offices were in constant touch with
tour wh(resalers and the travel press
to assure them that the appeal of'
Hong Kong hacl nor been danraged,
and invited overseas journalists to
Hong Kong to see this f<rr thent-
selves. In addition, a special summer
pr()moti()n was creatcd t() stimulate
trnvel from the sh()rt-haul nlirrkets,
which can make lravel decisions
<1uiclly. This pr(nn()ti()n included an
ofl'er from:17 Hong Kong hotels to
stay six nights firr the price <>f four,
and highlighted the at(ractt)ns of
su rmer retail sales and the l9t)9
llong Kong food festival. Towlrd the
end of the year, HKTA devek>ped a

new rnarketing canrpaign-"sta1' an
extra day." We suneyed visitors and
ftrund mosl would have liked to stav
in Hong K()ng for an average of 5 or
fi days. uhereas the averaSe stal ln
I988 was only ii.4 nights. Given the
large increase in the nunrber of Hong
Kong hotel roorns in l9tl9, 22 Hong
Kong hotels parti(ipated in this
carnpaign.

l-ast year HKTA utilized a great
<leal of regional markering in con-
junction with airlines, hotels, and
tour (rperators. In Asia we empha-

sized Hong Kong's cosnropolitan
a ractions. For .lapan, the strateg),
was to persuade travelers to stay
longer and enjo,v Hong Kong's af-
fordable luxury through the theme
"New Hong Kong holidav-luxulv
within y<lur reach." ln Southeast
Asia and Australia, Hong Kong was
promoted as an ideal family travel
destination.

ln the North American and f.uro-
pean long-haul markets, H KTA em-
phasized Hong Kong's oriental nrys-
tique irr corlrast to its nxrdern face.
Hong Kong as a ringle destination is
stressed abng with the idea that
Hrrrrg Kong should hc included in
any Asian itineranr.

CBR: Hora d.o tou see Hong Kong's
touism itud1J.rlry deuelopiig up lo and
bewnd 1997?

Sullivan: Hong Kong tourism will
continue to gr()w up to and beyond
1097. Both the public and private
se(tors are showing great confi-
dence; the government is planning
huge infrastructure development
projetts (including a new airport)
and 30 new h()tels with sonre 9.500
rrxrms will be privately developed by
tlre en(l of 1993. ft'e will continue to
nrarkel Horrg Kong's large range of
allrar'ti()ns, for while ouI qlrrtegies
nray clrange, the fornrula has proven
extrenrely succcssful.

26

Selling H*g K*g

Sullivan: The HKIA, set up in 1957
by the Hong Kong governnrent as the
national torrrism office, is a menrber-
ship association of private compa-
nies. We strive t() iD(rease the nunl-
ber o[ firreigners visiting Hong
Kong, promote the impr()vernent of
facilities, publicize tourist attrac-
tions, c(x)rdiDate activities of visil()r
services, and advise the g()vernor ()n
tourism issues.
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(rl in l.xst( rn l.rlr()pc- lllir\an :rnd

.lapancsc .()nrpanies have bccn
ilnll)rg lh(' first t() s<()rrt otrt vcn-
tqrcs-1la! <lt,llect trtrrel awill ft.()tn
(,hiua ,rrrd Horrg Korrg. .\s ()l vct.
lltct'c lr.rs lrectr r,r cvirkrttc r,l u

lrulLrur fi-orrr llong Kong irr [:rvor ol'
l-astcr n [-rrlo1x .

D e c lining o c cup ar.cy r ate s

I)t sl,itr tlrc r ist, ,rl rreu corrrlx ti-
tot s. [l()ng Kotrg has rrranr att ributes
th:rt uill lrclI it to rrrrrirrtrrirr rts
(()trrPetiti\c erlgc as a tra(lc :ln(l
Lorrrrnt rtial tcrrlcr'. In nd(litii)!l l() 1lr(
rn()st (|pell ca()n()rnv in lhc reBi()n
arlrl a llec-r,rhccling atfillrde t()llilrd

filarket a()nlinued t() g!-()r4 thr()ugh-
()ut the I[)80s. FIom l9lt0-tt(]. the
Dunrber of h()tels in H()ng K()ng
junrped lronr 46 to 69 (sec table). B)
rheeu(l ')[ l1l8tt. J:l h()rcls, rrrppllirrg
s(rnc 16.000 additional rrxrrns-a 70
per(ent in(rease-werc scheduled to
coter the nrarkct b! I91)2. Hotcliers,
( (rrfident alier l9lltt's rec(,[d-setting
{)2 per<ent (xcupancy rate, figured
rhe irdditi.'D oI rr\'cr 4,00() rrxrrns in
I !)ll() could be absorbed without
()c(upan(y [alling rnuth bel()w ll5
Per(ent.

The increase in <apacitv. however,
was n()( rDatclled by arrivals. Al-
(llough risil(,rs were up l6 perrent in

Finding-and heeping-
hotel stafi

Ovcrr apacitl is n()l the {)rrly Prob-
It'nr [a<ing Hong Kong hotcliers.
l-ong renowrred [ol providirrg excel-
lent service, h(,tels are having an
increasingll dillicult litue t'inding
t;ualifierl staff in Hong Kong. 'fhe
pr-oblenl sterns less fronr the nlu(h-
publicize(l hlain drain thao flom an
c(orl()ory (reatingj()bs al a Iaster rate
than the lab(n {i)rce cart mat('h. Ovcr
lhe pasl year, fbr exanrple, Hong
KoDg's holel inrlustrv has scrarrrbled
to Illl over (i,000 ncw p(rsitions, and
t a) need ils rnanv as 15,000 addi-
tional errrplovees ()\'er the Dext sev-
crrl ve:r's. Thc labol slrorlxge is
{irrr ing hotels to ad()pt new ta( tics to
gcl br 1\ith Iertcr errrplo}ees, irrclud-
irtg use ()f J)arl-tinrc stafl'Iionr otlrer
hotcls an<i encouragenrenl of or'cr-
tim( anr()ng rcgrl:lr ernpl()tees. ln-
(enlive schern(.s irvolving st(xk op-
tions, lx)ntrses, ilud sh()rtet' (five
instead of six (lxls) rr()rk weeks have
sla!led to appcar. bur naiDtairing
qurlitl servi( e rnd pr-otitability with a

re(hr(ed statl and iln escalating pay-
roll will not be easv.

Moreovcr', airport far ilities are
neal'ing capacitv. Kai Tak, H()ng
Korrg's international airport. lirst
year Irair(llcd 16.2 nrillir)D passetr-
gers. ltcll l)el()rv ils design (apacity of
2.1 nrillion. Howevt'r, prohibition on
larrtlings bctwcen rlitlrright arrd ti:30
anr ar)d rising rolunres of cargcr
planes at-(. lirniling the airp()lt's
ilbility to ac( ()nrnr()d:lte ad(liti()lal
passengers. Bl several eslirnales, full
cal)acilv $ill be reached sonre tinle
belwecn l1)()0-95. highlighting the
irrtlxrttantc ol Hong Krrngs pro-
p()sed uctr'xill)ot-t on Larlau lsland.
'fhc I)r(iccl his vct to receive
Bcijing s hacking, howevcr. arrcl skep-
ti(s (l:iinr te(hni(al problerns lr'ill
likclv rlclar its sevcn-ycar cornplelion
tinret:rble. Moreover, thc airp()rt's
distance Ir1)rn Central and Korrkxrn.
Ilr( ('cnlcr\r,[('(,nulrt'(iill lln(l t(,uli\t
a( livily, !niglrl swal lravelrrs l() enter
China lia \llca() instead, where a
ncw lilpr)r-l is scheduled Ibr < onrple-
li()n il I0{13. 'l hough thcse concerns
nrav pro\c ttnftrundc<i, Kai Tak will
ccrtaiDl'r'hit (ilp:r(it\ $ithiD llte !lext
[i'w years, carrsing funher frustratir)l
Iirr horeliers eirl{er t() 6ll enlpt}
r(x)uls.

Srrch llenrls inalicate lhat evcn
wilh()ut-f iananrrr.n, t()ulisnr in ll()ng
Kong rvas ht'itdcrl lirr .r sl(,ild()wn.

bttsittcss. Ilortg Kong ollcrs cflir iertt
tl:ulsl)()Ililti()n, sl ill r-( )l-l he-ill-l lclc-
( r )rlr urli( al i()Ds. an(l $()r ld-(lasr h(F
tt'ls.'lhr'.ic lrotcls lroirst (x(tll):rrl(\
Iules ar)rntg tlrc highcst in tlrt.
\!()!-l(l-:lnd il (l(.vrl()pDrenI r-ille t()
rrratrlr. ()rer the \eals, Irotel <lerclop-
nrenl has nlil(le \ignif'icnnl contr-ibrr-
tir)Ds t() tlle local er()noml anrl
htlpc<l irlerrti[r Horrg Kong *itlr
lrrxurr and irrdrrlgt.rrce. It nou ap-

1x.als. howcvr.r, thal I{()flg Kong nray
have ortr in<lulg<.rl rhe (le\'('l()p( rs.

Drrling thc l1)70r. thc supplr ol'
lr()t('l r(x)n)s itt lloDg K()ng gr(n
lirrnr tJ,ir00 t() (,\('r' 1.1,0{)0. ()c(u-

l)iln(1' r'ates lvt,r'agerl orer' 80 pt.r-
a('nt. en(ling thc (le('a(lc irl :rn ir)plcs-
sirt l)l Percctlt. Sillce nri)st lr()rcls
break er t n at thc 50-lia) l)er ( cnr let rl,
Irotcl irrvcslnrerrt irr llorrg Korrg

I)r-()\c(l cxllcrlt( ly lrrcl'ali\(', artd thc

lh( first (llraltet' 1)l l!)fl() ()vel th(,
sanre l)eIi(xl in l9tit3, ll()1(.1 (x cu-
plnc\ (li()[)p((l lrollr li{) to ti:J l)ei-
ccnl. rell((tin!I tllc a(ldilioDnl 11,00{l
r-(x)nrs ir slrl)ply. April an(l lvla!,
tlarlitionally st r()ng rr()rtths, pr()r'e(l
disaplt()inl ing, with ()((up:ul(\' rc-
nrilining at flli pt'rcerrt.

Hottg Kottg's cllrrenl sllppl! ()l
27,2ltl hotel r(x)ms is anti.il)atc(l l()
intrerrre l(, r)\eI l'l(;.000 during tlrr.
ncxt lhr'( c 1t.ars, rvhik' o( (ul)an()
rntes :rre exp(cl('(l to hit l lorr'ol 7(j
pclcrnt ir) l1)l)l lrefrrre inrhing bark
trp. Ihorrgh leu prrrjects huve het'rr
ail (rlcd. s()tl)e ll()tcls $'ith inrorrrt,-
rticnt l(xales lravc httlt ('(rrveatcd l()
rrlliec space. ln nrost t;rscs, lr()lels are
tr!ing t() surl cortlpctiti!e bt sPcnrl-
irrg nrort on rnalketing nn(l otl(r'inll
disc()unls t() lavolcrl cl 'nts 1o strur'r
stea(lv busiocss.

Hong Kong Hotel 0ccupancy, 1980-90"""","".,
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Arl.ival growttr Iillcs ex(('('(ling 20
per'(cnt llnd lx)t('l ()cctlplrrl(i(,s av-
rr'itg lg r'\et' 1)l) Ix r('cnl lrr< rrrrp,rssi-
ble to sr.rstairt lirr long pt t'iods.
espt'r iully whrn xir-p()rt fir<ilities:rrc
nearing capacity and ncw hotel
r(x)rl\ rr-e rapi<lll heing lddt rl to the
rt.rk t. Su( ll t,'rrrlttiotts t'crlrrite
l{orrg Kong hott'liers, wlto h:rtl
lear'rrtrl 1o takc lligh-(x cLll)illt( y rates
[irr granted, l() rn()re aggressivelv
derckrp pronrotiorral sctrt rtles :ttttl
nralkct niches. l'lrtrs, the Hong Korrg
'Ii)lrist Ass()('ilri()rr (HK'lA) irntl the
HoDg Kong [{ ()t el Ass()ciulion
(H Kt Ir\). ()rganiruti()ns Ieslxrt|sible
Ii,r t()urism prr)nn)ri()n. havc.joinetl
ranks trr pronrote llortg Korrg to new
nrar kt ts (sae p. 2(i).

Deueloping neto marhets
TIlc rr()st ltrclalire grorrps ol trar.

eler-s l() H{}rg K()rl8 nre tlr()sc irttend-
ing corrfelenccs ol rnjoyirtg irtren-
ti!c llil)s. 'I'hest glorrps lcn(l to stav

rIl()r'e thar sc!('n nigllls lrrrtl spcrt<l irr
r\.css ()l $:,1,:l{)0-llr()r'(' lhan dr)ul)l('
th(' irr(lllslr\ :rver-agc. r\tcordrttglr.
IIK-IA ;rnri lIKtlA h.rrc irrtrrxlrrrcrl
rttrr strlttcgics tr) l)r'r)IIrlte \':r(.rli()ll
rrnrl inr'r.rrtivt. lr:rvr.l xll(l lrltr-ll('l
lrnger-lclrrr r isitor s. [irtrtisnr olli-
cials are:rlso (()unting ()Il the llortg
Kong (irrvt rrtiort :rtrl t-xltilritiott
(:enler, wlri( Ir ( )perrrrl irr latc I {)lill, trr
draw l'i00,000-.100,000 itn ival\ Ix'r'
\'(ar-i{ill)in lirc rcars. In tlte fitst ol
hall ol I 1)ti1). it nttlir( tc(l rclr l\
5l),000 crcrrt pafli.il) rrs, lrl) l)!
nr()re than 20.000 Iiotrr llre pIe!i()lrs

Pr()nl()tirlg ittcentirc ;tttrl <'ottvctt-
li()n-relillc(l trl\cl will hclp tlottg
Kolg tltrclrrp a s()li(l t()urisnl l)ilsc
;rltl otl.sct its susrcPtibilitv to tt-
gional for'< t,s lrr'r'ontl its t orrtrol. I lrt'
irxlrrstrr' l)its also lobbir'rl l.) itrcr('a:'('
its (Lrrrt withirr Ho g Korrg, irllrl lras
sl(cee(le(l irr gainirrg l scitt ()rr lll(
l1)1)l l.cgislative (lrtrlrcil. fhis rrat

will t'rrilblc tllc l()lllisnr ir(llrslry t()
l)etlct l)r'ote(t its inlerests ill the
polit ir rrl alena.

Ihorrgh politicrl batking an<l inr-
proved str-atcgic plilnrrirlg cllnnot
gllifi'.|lI(.c a srrr'r crs[ul Iirtrrrc [r'r
Houg Kong torrr'isnr, those l)el t irrg on
a pr()sl)cli)us lirtrrlc hale grxxl cause
li)r ()l)litllisnr. I'()sl-l-itnanirrcIl travel
Iigulcs have rcrnilired steady, auglr-
ing wcll rrot jrrst Iirr the nrnup to
I !){}7 I'rrt for thc \cars be\ontl. i\Ianv
Irotcls are alrea(l\ r'ccr)rdilg r<,se!-va-
tiorrs lirr.[ulv l, I 1){)7, the rlay Hong
Kong will bc t[xflsfclred t() (]llinese
sovcrcigntv, tlxllgh it is rtrtclear
Nhctlrcr the (lhirrir connection afler
lhat date $ill prove an lrsset oI
dftrrvback firr the irr<h.rstry. However,
oth(a ltctors will tontinue to tlrau
pcoplc to Hong Kong. rrtakirtg the
toru isrrr indrrstlr'-and its hcltv con'
tril)uti()t) t() tltc lrx'al econonty-key
l.) rlrsr.liring ('.rnlrrk rrr e irr tlrr' ter'ri-
t<rlr altel 1997. i.

lbreign perceptiorls of Hong Kong, a
top drcw lot loreigt lourists lhroughout
lhc 1980s, have thatged situe the
crochdotun at Tiautnmtn. To explorc
hou trauel orgonizers are atlapling,
Associale Flitor Dat Reard,on spohc

uith Arthur A. Kienle, uice presideal of
lrav?l produrls monag?n nt lor Am"ri-
tan l:xpress.

CBR: Hou slro g a drau has Hong
Ko g be"n lor )ou/ compo\!?

Kieale: Hong Kong has always
been a strong draw due t() its well-
developed infrastructure and corn-
rnunicatt)ns as well as its great
shopping and cuisine. [,ast year we
handled l5 tours t<, the Far East, with
80 percent traveling through Hong
Kong.

Our current narketing strategy
involves promoting Hong Kong
travel to the US p(rpulation at large,
but we rely heavily on some 16,000
travel agents throughout the United
States to prornote our Hurg Kong
travel. Our rl)arketing canrpaigns
have traditionally used advertisitrg
and trade shows, although recently
we have been prr)moting our trips in
coordination with the compaDy's
charge card pronrotional drivcs.

CBR: Io uhal .xl? l is Hong Kottg
a^tso(ialcd uilh China in the cles of US

A fop Drau in the central and eastern United
States.

We are continuing our emphasis
on escort arips and incentive travel,
but are also keeping our eyes on the
tremendous growth of independent
travel.

CBR: Hoa does Hong Kong rate
agair$t othei couitries as a tourisl
d?stinalion?

Kienler Worldwicle, Hong Kong's
service and infrastructure rank
anrorrg the t()p three-if n(rt the
besl-and are cornparable t() well-
devekrped European destinations. In
the region, only Si[gapore and Bang-
kok can be compared.

CBR: Ciuan the impeadhg change of
Hong Kong lo (:hirus? sowr.ig'rq in
1997, whzre do yu see tow Hong Kong
truvel buituss haded?

Kienle: The wonderful infrastruc-
ture in Hong Kong makes it a

multiple-visit destination, whereas
China is largely considered a one-
time I'isit. So while people continue
to visil Hong Kong without also
going to China, the eventual revival
of China travel will help Hong
Kong-for in our experience, China-
bound tours must include Hong
Kong.

opcrato$? What are thz implicatiorc for
Hong Kortg louism?

Kienle: When we begarr including
travel to the Far Flas( in 1982 wc
fircused on China, but saw the
strength of H()ng K()ng as a comPle-
mentary destination for China travel.

Currently, we are developing some
travel packages that feature just
Hong Kong. Tcr prorlote such trips,
we have begun to se8Tnent our
urarketing. We offer 8-day land and
air trips to Hong Kong from the west
coast of the United Slales, since Asia
is closer and people may therefore be
nrore willing to travel .just to Hong
Kong. Longer-stay trips are offered
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I-etter fronr, thc Presidsnt

Murh publicity Ls being giuen to Chinese assertions thnt foreign inuesr
ment htts recouered to Pre-Tiarnnmrn lneLs, fuflecting attmtitm from
tfu real isrue: Just uhat type of inaestment is Chirn attracting? Eui-
dente suggests thttt Chirm rut1 be changing its inuestmznt priorities.
which could rnean nat challenges Jor foreign imtestors.

1f^! ,rr.. tlr, 1,.r...rge,'l rlrr' l,,irrt
\ \errtrrr,'l.rl\ rD I'l;'l l"r'elg|l
- I rrneslrrrt rrl irr (,hirr:r lrlrr rottc
1..-.1 rltt,,,,glt rw,, ,li'riIr, r plra.e'.
No}l. irr late l1l{10, it sc(,nrs that
_fiananrrrcn ntat hare heral<lc<l the
end ol llre secrrrr<l plrase arrrl rrshcred
irr .r tlrrlrl. [-.r:rr tl] ulrat ('lr.rr.rr r( ris-
ri<s tlisrirrguish llri\ nerl l)hase \ill
bcronrt tIeat ortlr as ntor't' inlirrnta-
ttrn orr the expcricnces ol inrestors
bccorrres arailablc. \Vatching the orrt-
lincs ol tlris thixl phase unftrltl will he
( r'itr(.lllv i r r r I ) 

' 
, r 

' I : r r r t f,rr' r i,rrrlr.rttrer
r,rith rxisting inrcstnrents or plans for

ew l)r()iccts.
Wr nrlst b( car_tful not to draw

plrrlratlrre corrclrrsions alxrrrt this
phasc Ilrrnr stlrtir,ti(\ ()r pllst tt'ends.
Tll, rccord o{ the pasr <locs not
provi<le an easy grri<le t() thc future.
But llast expt'ricrrcc tkres slrow thal
Iirrcigrr irrvestnrcnt is shapt'tl hv tlte
inrcstrrrent t'nvironnrent. lt is not
sinrpll that a grxrd errvir'onnrent
allr':r('ls nr()re Irrnrls than it l)(x)t ()Ilc,
l)lrt rlral it irnlar ts signilir arrtlt dil-
lelcrrt Iirrnrs ()l irrrcstnrent.

In order to fulQ under-
stand inuestmcnl tren{ls
in Chirut, analysts ml$t
get behird the numbers
and monitor what types

of projects the Chinese
are welcoming-or dis-
couraging.

Iirleign rxtlrange nt't'ds. lhis lrrlirl
cncouragc<l inveslnrt'rrt in projt t tr
tlutt gettct'lrterl Iltt'd r trttttt,r. lr.rsi-
calll nraking irnpossiblt' investrr( nt
irr crrtcr Pr i.t s largt.rir,l tlrc di'n)( \tr(
rrrarket..Jorrrt rcnlrrrt'r irr rrru' rr,rtcri-
als exttaction (coal antl oil) an<l rt'al
i slirle (l,tin( il)irllv lr"tcl\) Irte(l"rri-
rrated. ()thcl joint verrtrrres typi<ally
nranufa( l u! c(l oil<llilling equip-
nrenl, providctl sclliccs Iirl f<rreigrr
oil conrpalies. or lrlorluced light
indusrrial grxrds frrr salc abroatl-
'I'hese verrlrrres werc ll()t integlillc(l
into tlrc (llrinese t.conoul; thcr
serled other lirreigners.

Br tlrr.r.rrrlol I r)X5. .r \lr.r I p d r' 'l) tnoil pri<es nra(le invcstlnent in {ril-
rclaled vt'nlrrrcs less attractive. arrrl
the forccasl o[ a luture hotel glut
pronrpte<l thc (lhincst' to tliscouragt'
lirrther lrott,l devel()l)nrcnl. I)hilse

one began t() t-rrn ()trl ()f steanr
As f<rreign investmerrt [r'll, Chi-

rrcst olli< ials glcw concelnetl and
bcgart to seek outsi<le advice olr what
Ohina rnighl d() lr) allracr tlore
frrrcign investors. In early ltllt6 the\
< onrnrissione<l the Internatiorral Fi-
rurrrr' (irrrp. to r''nrp:rr(, (:lrila \
invt,slurcnt polici<'s and crrvi|onnrenl
*ith those ()[ ()(her corrrrtries al
corrrparable ler'cls oI der'cLrpntent.
Tlrcy als,' askt.rl thc US-(lhirlr Busi-
rre'ss (lrtrnril Iirr its assersrrrent ol'
(lhina's investnrcnt climate and ad-
lire orr u'hat ,'lr:rrrger mrght rnuke it
nr()t-e attractive.

Phase tuo: manulactuing for the
domestic marhet

l lrr' (,orrncil r rslxrnrlc<l bT scnding
a <lt.lt'gation ol rrrerrrlrel corrparrics to
tleijirrg ir 11)lt{;. l'he grr)ul) l)re-
sclrtctl a rletailc<l strr<il arralr u irtg ket
plolrlt.rrrs anrl rrrrking spt'cilit rcconr-
nrcrrtlations l() irnprote th(. inrest-
rrrt rrl cttvitonrrtt rl. -l'he slrrrly trotecl
th;rt lc11 Anlc,'i(u (()Dl[)llDi('s wele
irrlcr('\tc(l irt rttanul:rcturilrg irr (lhirta
il thc onlr war tlrt'r cotrld g(,1 ;l( cess
to Iirttigtt txrllurge was rhrouglt
exlx)r liDl{; r\.( l)t Ii)r sorrrc light
inrlrrstlial grxxls, lrroducts rrrirrrulac-
turrrl in (lhine lrcre rrot rorulrctitive
orr th<. *orld rr:rlket..,\t th(.sanle
tinx, tll. stu(ly also lxrirrtt'rl orrt that
llr.t'(. r..r\ glr,.rt lolr.igrr iut(.t'(.\t itr
nlrrtrrlatlurilrg in (ihin.r I()r thr
dorrrcstit nralkct, tlrough this would
rcrlrrin the (,hincse to lrcl;r rnake

<:-rp

b
I

Roger W. Sullivan

Phase one: raut mdteriak and
real estate

'l-hc lirst Pl:asr rll firrrigrr irrrcsl-
rn(nl ln (;hilil laslcrl Iirr alxrrrt threc
veals, ll'onr th( l)r'()rDulgrli()l r)l llrc
l1)71| .lrrint Vcntrrrc [,au s lrttplc-
r1r('nlilrg Reglrlirli{)ns in l1)ltll l() thr
ntirlrllt'ol l1)u{; l)urirg tlris pltasc
(.lrrtr.r lctlrrttcrl tlr.rt J'rtril.irt i.irrt
r'< rrl rrr t's be r t slxrrrsiblc l rr thcir ()\r'n
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Foreign inuestment in
Chirur has gone through
two distinrt pfuues. Now
it seems that Tianarune'n
may haue heraLded the

end of the second phase
and ushered in a third.

ilgglcg:rl( inre\trrenl ligtrr es tlt-
r lirrcd. l hr irrtcr rtatiottal pt t'sr lrr
rtrsctl ott lltr' \nlirllcl rrtrrtrl)tr:i.,rt(t-
kxrkirtg the rrtore itnlx,r'lItrl r alrsc lor'
thc ricrlirrt tlrr sltili itt trpc ol
in\'( \ln)( nt. Ilt corrccntratirrg ort tl:t'
rlrrantitatirr charrge r:rtltcr thatr tlrt
(lulllitati\c ()re, llrc\ llrilc<l to rr'trrg-
nizt thlrt loteigtr ittvestrrrcnt was
ber onrirrg a lirnt lrrr'rttrxlct'trizlrtion
ln(l (le\'( l()l)trterll itr (ilrirta. r\s frrr-
t.igrr inr cstrrrent lrt-rarrre intcgratcrl
int() th(. (lllir)es( ecorr(,trv, it ittlt-rr-
rltrr t cl ttt'r,, idclrs, ;rlrxlrrt ts. alttl
t orrrpet it iorr-tlrr.r'elrr clcetirrg nro-
nrcrrt rrnr Iol lirrthcr rclirt'ttr

Reading behteen lhe numbers

I im nr)l \ugg(stirtg that att;tlvsts
shorrld rlisnriss xggr-cgat( figrrtcs as

tlninrp()r tant. IIrtlccd, rritltin itrvest-
menl plrlses-wlrrn 1>r'ojct t rrrntp()-
ritiorr is rrrrt halrgerl-tlrt't tt'llerI

charrges in irrveslor tonfirlencc. Bttt
duling l t ansiti()rl'. tl)c c()rnpositiorl
ol- ilvestrnent-rvlri<lr canrrot be dt'
ter nrine<l sinrplv l)y t:x:lnrining ilggre-
gate nurrrhers-is rl()st inlpr)rtrnt. I n
()rdcr t() [ullv un(lerstand itlvcstnrertl
trends rrr (:llinu. iln llsts Inu$t gct
behind the nunlbers an(l nt()nit()r'
rvhat tlpes ol pr<rjetts the (lhinese
are welt oming-or dis(ou! lging.

The beginnings of o neu phase

Whelc arc u't'rto*? l'lre (lhinesc
g()\'canrr( nl talks aborrt cn.()uraging
in\'( slrlrr'Dt ir iolr'astIu(u.u'( devel()1,-
Itteltl. lrk'< r,rnnrtrnit atior:s. arrtl rlg
rrratcrilrls plrxlut tion, lrul lras rrcithcr
cxlrlaincrl lrow tlrt' firrt'igrr exchangr
issrrt. r,'ould hc lcsol,crl rror olli'r'crl
anv relrlistic inctrrtivcs t() stirtlulalc
srrtlr a ttctttl \\'lr.rt <l,rcs sc.rlt, Ir'.rr rs

lhat thc g()rcrnlr('nt i\ di\( ()ulirBiill{
in\'(,stnr(rll ir: nr:rrttrIartttring lot- tltc
(:hirresc (l()rtrcsli( tnarLet trnl<'ss sr.rh-

stiDlial I()r'(igrl t'xr harrgt <att lrt'
carrrcd thr()trgh cxp(,rts as r!'ell. Bllt
will thcrc lx, rrror-e lxrlirv thaugt's
lrrlther lirtritirg lllc \( ()pe of Ioleigrr
in\r.stnr( nl? [rnt il rve can .lIsrl('r this
qucstiorr it rrill be urrr'leaI 11hcthcr'
(.hirra will pr{)grc\:\ l(r a ne* pltase oI
inv(,strr('Dl or sirrrpll tur'tt bttk tltc
rlorI to e trtuililild Ilr.rrc olrr irr
rvhir h Iaiwarr and Sotrth Kotca
cnr(rgc us tlre r[rj()I invrslors. All
thitl ()n( ('ar sa\ !titlr \(rttc cet'taitl(r
is tlrat phasc tlr() is ()\cr'.

1991 HONG KONG INDUSTRIAL TRADE FAIR
19 - 22 NOVEMBER 1991

The reglon's largest international forum
for lndustrial goods and services

Hong Kong Conventlon and Exhlbltlon Centre
Organisod byl

Hong Kong ftlde Frlr GrouP
,+,lth Flmr, Chlna Rosourcts Buildlng, 26 Harbour Road, Hong Kong

Tol: (652) 5-lB 6Al Fax: (852) 891 38Ii1 Tal€x: 684,14 HKTF HX
Sponsored by:

fuordion cl, Hmg fbn! lndustrbs
The Chin66o Manutac'turoG'Agsociation ot Hong lGng

The Hong Kong Gsnorsl Chambor ol Commerco
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arailrrbk lirt igtt t.x.haIrgc -Ilrc

( irrrrrr il rxlrl.rrtrcrl tlr.rt tt rr,rs irr
(.lrrrr,r'. irrtcrr'.t t., lx rrrll Ii,rcig,r
corttllaltit's to ntattttllttttttt fot tlt<'
rL,rr( \t,r rrl.rI'kct lrcr'.rrrrc ('lrirr.r
r'otrl<l thcn r('dtlac inrp()r'ts ()l firl-
i.lrcrl Prrrlrrr l:J. llrcl('l'\ '. rtrg [,'t'-
< igrr exr hrrtr{r'. .\tttl .,rritr,.{ I,'tei*rr
ext'hangt', rvr argrtetl, was lhc Ittnt-
ti,rl.rl ,.,ltrir,rlerrt ,,1 i.rrnir!( it
lhr (,ugh rxp()r'ts.

-l lrt (.lrint'se golertrrrtertt arrr'ptc<l
rrrrrch oI t his ;rdr it r'. and bv thc cn<l oI
l9lt{i is\ue(l irrlI)or-tlrrI rrtw irrvesl-
lllenl l('gislilt i()n llllrt cll(olrlagc(l
inrl)()tt sllbstilu(ir,rr arrcl syrrtbolizc<l
its .r)nrritnrelt to bloark'r' forrls ol'
Iirrcigrr inr't stnrcnt. lhe Prorrrrrlglr-
tiorr o{ the Itrorisiorrs ()l lhc Stltc
(irrrrrcil lirr lhe l')ncouragcnrcrtI ol
Ir()rcil{r lll\(\lrr( rrl lllr' 2! .\rlr-
.les ) :rn(l the irrl)lelu('nlillg IcKulir-
ti()ns t llll li)ll()we(l also ttrarle<l a tr< *
rerognition lrr (lltir:a s irrtestrnerrl
lrur-r'lnrr racy lhat irr ord<'r'lo cornpctt
r{illr ,'tlt(.t I i,ll lr re\ l,,r \r atr l, ttt-
\e\lrrrerl lrltr(ls ('lrirr:r lrrrrl to rtrlrkt'ils
inYt'stntt ttl rtt!itl)trntcl]t tlr()r e ;rllr'ala-
t irC t(, Potential irrreslors.

lollo*irrg alrrount enrcttt ol' lhc
!2 ,,\rtir les. joint ventrrrcs ntantrfar -

rur ing lar gclr lirltlre(lhinesertrrnt's-
tr rrdll('l ,;rri,klr rr'pl.r,r',1 tlr,'.e rrr

rcal eslllte lrrr<l Iesotrr(c dt'vcloP-
llrerr ..\\ tlr' l( s\ ,.rl)il.rl-rlll('ll\r\(
cquil\ j()ilt vcntrrres replirt cd the hig
li( Ii( t (()rltrirctr.ltl joittt vertturt's,

T**.aa
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Two l6ars of Troubles
Buffeted by the atsterity program and political instability,

foreign inuestors hope for relief

Ithough China's c< orrorrric
arlstelitv plogranr is rlr )t
targetr'<l directll at [oreigrr
inleslols. nr()st ha\'(. becn

trnrrlrle to a\aalx.its r'(x(ll. A IlS-
(lhirra lltrsirrcss ( irtrr:cil sulrtr' of
Arttt'r-ic:rn irrveslrrrs in tht splirrg ol
l!)t{1), ronrt six nronths altcr tlrc
i tr'odrrrtiotr ol lhc prograrrr. rc-
verrl<'tl an incr'(.asc in slror t-ter rrr

prol>lerrs srrch as rrr;rinl;rinirrg adc-
qrrate workirrg rapitll arrl rrraterial
srtpplitr. ()rrc rcar latcr. a stcorrri
(lrrrncil survev levetrlerl thal ltrcsc
short-trr nr problt.nrr harl rrorsenc<l
rrrrrsidt r'abl'r' attrl wt'r'c thr-catcnirrg
tht' Iirtarrcial riahilin ol scrcrll I S

pr(,ie(ls. Wilh suplx)\e(ll.r ln{)th(,r
,eill tr) g() lrelirr'e tlrc rntl ol tlrt'
tt'trcrtr hntt'rrt, Iiltigrr irrrrstols err
lorrking lirl strbstallti!(. sul)l)()r'l lr()rn
(ihirra s lt'ir<L,rship.

Declining demand and rising
accounts receiaable

-l he arrst< rity proglarrr has lorccrl
[olrigr: inrcslrnrlrl projct1s in rnarrr
secl()rs, l.n)rr agri<rrltulc l() lx)!r(.r
getrclali()n to lrxxl prrxltrtts, to
Iowcr_ Pxxhrcti()n in Iesp()Dse t()
rcrlrrrcrl drtrt.ttrrl. lrr'rr lor'erHrr rrr-
vcslrrtcrrt erlrr l)r'ist's (l ll.s) rvhosc
sal('s reDlain( (l st r'(,ng Iirrrrrrl 1>ar nrcrrt
r 'rr ,r( ( . 'rlrrl \ tc,r'ir.rl,k rcrr sLrrr'rrr
l1)ll1). Arrounts rcceirablt' lierlrrerrtlv
extt'rrrlr<l lrr'ronrl 100 davs, arr<l s'<r'c
tluhbe<l " urr lcccivablcs" by orrc frrrs-
tratcd l lE gtttcrul nranagcr.

'lir tk'rrl witlt this problcrn. st'r'er:rl
tl!.s l,,ll,,wctl tlrc l(.r'l ,,1 tlr( it
(ihirresr' corrnter'1lr-ls anrl senl corr-
panl t(,plesentxtiler to sit irr tlrc

Although State efforts tu
insulate FIEs from the
harmfuL effects of the
austeriry program haue
proaen to be relatiuely
ineffectiue, the slight
a,cceLeratiott of the econ-

om) in 1990 has bene-

fited all enterprises in
Chirur.

oflrrrs ol tlrtil lalgt,st rlcbtrrrs rrrrtil
tlrtl rct<'iv<<l pirynxrt. ()lhcl c()rl-
parrics lregarr ()lx,[alirrg orr a rlrslr-
otrlv sales basis. l'lrcsc pr ohlt'rrs
btgar: to rrrsr' ,ionrt.rrh;rt as (lhrrr.r

Irxrscntrl crcrlit r'(.slri( ti()r)\ lhi\ slrr-
rttt t, btrl ntarrl Arrrt r it art I I t-s r cpor l
thit ll)c sitlr:rli()r is \rill r()t l).lck l()
nolr ral.

Tighter credit
.\ ker arlrt t ol tht arrstcr itr

pr-ograrrr is t'xllcruclv Iiglrt rontlol
ovcr barrk l<,rrdirrg, u hit h Iras <1ui< klv
arrd elli'cti!t lr' (lallrl)cIlc(l (:hiDa's
raPitl irrdustr.ial grorvth. I'olLrwing
l\r() \'(irrs t)[ lir-20 PcIrt-rrt .rnrrrral
inctt irscs itt itttlrrstr irtl ()lltl)lrt, lllc
ilrrlrr*u'r.rl gr,rrrtlr r.rtr li ll ti' i
pcr'( cnt in thc thirci rluar tt r- ol l1lltl)
anrl to virtrralh zelo in th<' Iirulth
quirller'. belole lt'borrnrling slightlv
to apploxirrratell Iwo pcrccnt irr tlrt.

fir\l h.rll ()l I1)110. 
-llrc skru'<Lrrvn irt

irrrlrrstr ial plorlrrctior hlrs straincrl
alxadt sholt sul)lrli(s (,l ke! irtdur-
lr'ill inl)llls lo l)(,llt (lllinc\( ll(t()ri('s
antl FI l.s.

I lre r r lrlit stlrrcczt lr.tr.rlr,, rrt.tdr it

ntrlc tlillicrrlt Iirl lll.s to gel irc.c\s
t() shor t-tt.l nr ilrvt'slrncrrt r apital
lt'ortr (lhirrt se hanks. liven joirrt
vcrrlrrrts with plt'apprr>vt.rl lirres ol
crttlit lirurrrl thcir trcrlit lincs rc-
dtttttl or rcscintlt'<l, and scver-al wclt,
Iirrr c<i to crrrtail protlrrctiorr as a

rr.ttlt. Slrr'r.rl lrcu j,riut rr'rrlrrles irr
thc star t-rrp plrasc har c bccn <l<.larr<l
oI scalt'tl l)iak irs (llrinesc l)it!'(ncrs
stt'trgglt trr raisc thcil capitel corr-
l ril)u t i0lL

Irr rcslxrrrsc l() llresc pr-()l)lcnrs, the
Barrk ol (llrirra artnotrrrcctl irr IIarch
l1)1)0 tlral it woultl irr<'reasc thc
rrlrrrirrlr lirrrtls lrraillrhlc Iol rapital
l()itlrs r() FIl.:s lrv Yl {l rrrillion arr<l

nrake arr a<klitiorrrrl $200-:100 rrilli,)n
lrr.ril.rlrlt f,'r lrurrl rrrrrr'rrrr lr,:rrrs-
inrlcasr.s ol irPl)r'()xinlat(.1) :]{) p('r'-
(r'nl o\('r'tlr( frrl(ls ar lrilahlc irr l!lli1).
Tlrc Il.url .rlr,r .rrrrr'Lrrrrc<l tlrrt it
rrorrld rolltitlu<. to olltr a Y"100
ntillion linr: of tltrlit lo l'llls rua<ie
.rr:ril.rlrlc irr \r,r,'ltl,r'r' l1lxl, l'rrorrtr
Iirl thcst. firrr<ls g()e\ t() \'ertur ('s ll)ilt
havt' bten olliriirll\ (lesiKnatc(l ns

crlxrrt-or-icrrted or tcthnologicallv
advanccd, as rvell as to projccts irr tlrc
priotitr sectors of cnergr. lranspot-
titliort, I t lecorntr lr nicat iorr s, arrd raw
nratcrials rcr ovcll ar<l prtxessirrg.

(;iv(.D lh(' dilliculty irr olrtainirrg
battk Iurt<lr. (ihina s lirreigrr t x-
allilrtgc u(ljust rn('nl .cnl(rs ("s$ltp
(enters ) hlrve lrctoruc rnore irrrpor-

This arlicle is adapted from a &aPter of lhe US-China Business ()runeil's neu\ released
Special Report on US Investrnent in Ohina.
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tilnt s lllr illternati\'e source ()f cre(lit
lirr rnanv lll-s. 'fhe swap rate [ell
\t(.(lil\ .rlr{.r' \l.n 1980 as jorrrt
vcnlrrrr.s :[l(l stirte elllerPrises use(l
lhc rnarkct t() ptrlchase re ninbt t<t

r irr rrrrrrcrrt St:rte .rttenrprs t,, lirrrit
the su[)l)l\ rtl renninbi capitaJ.

In thc late sunrrner of 1990, thcrc
were gr-()wing signs that the a(utc
payrncnt 1>roblenrs and depresscrl
s;rlt s llral rtrarty FI lls had experien( e(l
rvcrt begirrning to lurn around.
Altlrorrgh Stlte eff()rts to insulate
l'llls lrrrrn lhc llarrrlul elTecrs of lhe
austcr-it\' l>rogranr pxNed to tre
rt'latirclr incllective, the slighr accel-
cllti()n ()f thc ec()n()rl! in 1990 has
bcncfitcd all cntcrprises in (lhina.
FIlis .rr. lxgrtttting lr) reporl rr-
cr'eascrl sales and easier access (()

short-tt,rnr rle<lit. 1hus. as the:rus-
tclitt' pr-ogranr rvirrds down (tlrt.
thlc( -ycill proglam is ofliciallt
schcdtrlr:rl l() rrrd ir Iate l99l), lhc
gerter-al ecorronrit ()utl()ok f()r l-lfls
(:rn irls() l)c cxpecled to impr()ve.

Tiananmen blues
'fhe politiral thill in China follow-

ing tlrc evcttts ol-Jurte I989 worsene<l
nranv atrsteritv-created investment
problerrrs nd created new ones as

uell. I hc negative inrpact 1)f

Tianannren is nrost clearly revealed rn
(lhina's 1989 investment statistits.
l'()r'tign investment was robust iD thc
first hall of l1)ti9, despite the imple'
nr('Dtiluon rrf the econonric arrsteritl
prograor in late 1988. The Ministrl'
of Foreign llconomic Relations and
-frade (MoFLRT) approved ll,03l
rrt'w Iirleifin investrnellt r(}ntrar'ts in
the t'irst six rn()nths of l9tl9, up 44
percerll over the sanre six-trlollth
pcriod in 1988. Contractual value
rose alnrosl 50 percenl, with $ll
billiorr in new investnrent c.rpital
conrnrit ted to Clrina projects.

Aftel June .[, new irrrestrrrcnt
tlropped to a fraction ol its f<rrnrrr
rate ol growth (see chart). 81 the
reronrl lralf of l!89. in a dr,rr.rti(
reversal ol- the 6rst six nr(,nths.
(lhina's ne$ firreign investrnent conr-
rnitmetrts had dropped by abotrt 2ti
per( ent ()ver the pace of the preri()us
year, lalling to $1.13 billion in the
Iitrrth t;uarrer of 1989. Year'-enrl
l{)ll1) irrvestment t()tals, b()lste!cd by
first hall investment, showed new
iDvestorenl down slightly, r!ith (()i-
tracts declining lhree percenr (ac-

cording to It()FF-RT). and cotltract
lllrrc rising ,'nlr ti pelrent l)relirrri-
narl' fillres indicate these gcneral
tlends ire!-e fairlv unifornr, applving

Io irrvestr>rs from Hong Kong,.|apan,
and ll'estern [.urope as wcll as the
['nire(l Srrres.

But elen these figrrrcs understate
rhe de.liDe in investor (()nli.lenrc
lirlkrwirrg Tianannren. I\{any of the
( ()nttaa(s reported in seconcl-half
l1)ll{) wcr-e actuall,y signed pri()t (i)

.lune, but not approved by MOf URI'
ol ittcluded in oftrcial statisti(s until
latcr irr tlre )eirr. Ore I S Iilrr. fol
instance, signed a c()ntra('I t() f()t-Dl a
joint venture in May 198!), lrtrt
nrunitipal authorities di<i not grart
linirl (()Dtrart approval urrtil ()(r(>
bcr. l\loreover. each investnrenl corr-
IIa.l rept-esents lhe crrlrnirrati()n of
rrl()nths rnd even years of strrdr and
ncgoliati()ns, antl thrrs their ntrnrbers
rl,r trrt ittttttedierelv reller t r lr.rrrgcs irr
irrvestnrcnl conditions.

Netu prioirtes and attitudes
Since .|une 1989, (lhina has he-

(()nle nl()re selective in lhe lyl)e ()l'

ftrreign investnrent for whi<h it will
providc a lrospitable clinr:rte. PrioI to
this riore, Ohina provided irr(entives
Iirr ";rreferred" projecls suth as

te< hnologically advanced ()r cxp()rt-
oricnted !entures. bul did lillle t()
discorrrage olher types oI invt'stnrent
projects. In the slrictcr post-

Foreign lnvestment in China, 1988-90 Amount contracled
(millions)

2.5

r5

2

15

55

o0
1/88' 2tgg', 3/88 4188 1/89' ZA9' 3/89 4189 1i90 2190

I Number ol contracts ouatte/Yeal I Amounl conlracled

Sou/ces. MOFERT US'Chrna Bus ness Councr fiies 'Frgures were denved fjy drvrd ng Jan -June tolals n hall
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Designerl rs lh(. llltiruatr alternatire Io holel accottt tttorlatiotr for

an\ r\ecuti\r'plannirrg to risit [long Kong,rtr lrttsittt'ss.

Parkrievr is locaterl in a peaceful t'ountrr lrark sctting within 15

rrrirrutes of (lerrtral. lt lras a relaxing atnlrit'tx't' ttttlikc anr hotel that

rnakes it ideal for lrollr nork anrl leisttre.

All the lrrxrrriorrslv a1r;roilrte<l srtites havc a stttrlt or sltaciotts work

area. At l'arkview t'xrcrrtivt's'fanrilies can sanrple txct'ptioual iacilities,

forrntl not ertrr irr tlre lx'st hotels. tltat rrrake thenr fetl right at horle.

Tht' uncrlrrall,'rl atnt'Itities inclu<le a fullr tr;rrilrpt'rl ltusiness

ccntre: billiarrl r,,orns: lr r anrl seren strlislt rt'stattrants. Ilt'crt'atitlrral

facilities range frorrr tuo orrtrloor lxrols. sattttas. jacttzzis arttl atr irrtloor

lloman llath" l() t('rrnis. srqrrash. aerolrics arrl a frrllv erlrripperl gvnr-

uasntnl,

illakt r,,rrr rcsertrrliott lrr yrltoniltg Ilicharrl l'llli. ,,n ir2l 12551 or

l)arkview rlirecl orr ttl2 31t0{J. Fax: 812 lltltl 'l'r'L'r: 703 l0 llK l'VW.

You'll rlist'orcr cvcr'1.'thirrg alxrttt [)arkview is goorl [irr ltttsitt,'...

PenruE\r Surns
The onll'luxurv resort in the lreart of IIong Kong.
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'liarrarrrrren crrvironr crrl. (llrin:r rr(}t
()nlt c()ttlirrrrt s l() lav()r ( ( r'tilirr lylx's
()l l)rr)jc(ts. lrut is actiTt'lr tliscourag'
irtg ollrcls.

Irr the ahst'rrr't ()l-a clcilrly xrti(u-
lattxl rrcrv li)r'('igr inveslnr('nr p()li(\.
;l r)lli()r)al ir)(luslr inl poli< r rkx untt ttt
issrrc<l bl tlrc :ilirl( (irun{ il r)n l\lr!
l l-r, l1)1311, l)r'(,\'i(lcs llrr lx.sl irvailablc
sigrr:rl of (ilrinu's ( rlrr'(,nt inv(,strn(.nl
plioririt's (rle lrox).

;\r thc polir r is being irrtt,r'pretcrl.
('$ in\cstnlcnl Ptojerts arc subjt'rt

to lriglrr'r slirrrlrrris. iru(l slrrl( (()rr-
pk,tt,rl clellr hart' bcen d<.r.rrred rrrrar'-
ccptalrle rrhrl ()ll\ nl()nths be[i,r'(
tlr( St:rtr' ()r l,r,.rl l'l.rrtttrtrg (.,,rttrrr.-
sion had applrx'ed lh( lersibilit!
\lr'lr \l.llr! Pr,rlrrstrl I)t1,i(1 lr i
rrorr-pr ioritr \((l()rs. ()r'wltich cont-
p.tc rrith cxistirg Stute r'ntr'rpriscs.
art lrt.ing rt'lilntl lxrk l() (errllirl
alulr()rilirs irr Ilcijing li,r'tlr('ir alF
plovrrl cren thorrglr tlrt'r'Iall rrndcr
lrrral approval rcilings. All IIt-S th.rl
wirnl l() I)r-()([l((. ltrxurl goods Iirr
salt irr (,ltrtt.r rtrrtsl n,,r. t'ctr'irt'
{ r'r lr.rl ,rl)l,rr,r.ll llr, rr.lrl( r rrlr.rt tltlrr
s irc.

Ilt,lirIc Jtrrrc l1)89, tlrc trcn<l harl
bt'err Iirr'(lhirresc uulh()rilics l() trkc il
rn()t'(. (( )()l)cl,illi\ ( aPPIr)ir.h t(\r'ilr'(l
Iirlt'igrr inrt,stors, antl rrrjol srri<1t.s
lr.rrl lx rrr t.ll( r ti,rv.lr(l lr'r\errirl.i
lrurrarrcrrlic irrtclli'rt ncc in the (ll\.
t()-(lli! ()perilti(lrrs ()f .j()irl vcntur(\.
'I lrt lxrst- l iarrrrrunerl en\ ir ()ttolctll
has at l<'ast t( rnlx)r'aril! r'ciutr'()(hr.c(l
rret! l:ryers ol (lhiltesr l)ulcittrcrl( !
an(l gi!cn brrrtirrrcrals lll{i r)pP()r'tu-
nit\ l() plr\ ll Ill()re ()l)suu(li\e r()l('
(r,,r, l). llU). Ilort, inrlxrrtarrt, it hrrs
(litttt ge(l thc slririt rll crxrl>eratroIl
llr.rt l)l:rvc(l .rrr lr :r Lr'r r,,lc ttr
irllrroving t ll( iuvcstnl(nt cnvir'()n-
Iil( Ill.

Le gis latia e det e lopme nt s
'li) ( ()uI]tcr lhcsr (lislrlrbing

tr'(Il(l\. in lll. l)nsl ycilr sr'\cr'1ll la\rs
Iravt. lrt'cn plorurlgate(I. sc(.rringl)' t()
rt lrrsrrrr' [orr'igrr irvrst,rrr tlrlrt (]lrirrlr
is r orrtirrrrirrg t{) inrpr'()\c its irrr'< st-
nl(.tlt en!'ir'()tlllr('tll. []ut. gi\en tlr(.
()\'( rilll piclur'(. irrvcst(,ls are tt-
s1>orrrlirrg l() lll(.sc rcw laws arr<l

Ir.grrlat i()ns K ith lcss errthrrsilrsnr lhar:
in tlrr'past.

lrr April l1)1)0 (lhine issuctl ncw
lurr(ll(hrrenIs r() tlre l1)71).l()int !trr-
t r rr r' l ..rrr. .rll, 'r' irrg Ii rr cigrrcr s t o , lr;rr r

a joirrt rentut s boar<l ol rlirectols
Iol tht hrst linl('. Il()st joirtt vt rr-
l!r( s, h()wet( r, ('ll()()sc l() lta!c ir

Chirm,'s Cummt Ind,rctrial Priorities

I. Industries and products given production priority:

(a) Aglit rrlture art<l industri.s f<rr agricttltural use: grain, ()tl()n, oil-bearing
.r(,ps, sr,rgar (r()ps. nreals, regetables, li,resl .ulti\rtion, t apid-grou'ing and
high-ficld forests, ehenrical leltilizer, pesticicles, Iarming. plastic filnr. and
pra(.ti( II ft[nlirrg rn ahirrelv irn(l tools

(b) l.iglrt and tc\lilc industr-irs: sugar. ralt. pepper, varn, <krth, chentical fiber

(c) Infrastructure and basic industries: coal for transportation and communica-
tions, transportation of material for agricuhural use, key products for foreiSn
rrade and passengers; intercity, long-distance telephone and telex s€rviccs in
posaal and teleconrmunications services: coal, powcr, and oil in the energy
industry: iron and steel, nonferrous metals and basic chemical raw materials in
the raw and processed materials industry

(d) The machinery and electronics industries: complete sets of sizable
electronrechanical equipment, integrated mechanical-electrical instruments
and elecrromechanica.l products reith high added value for export

(e) High-tech industries: aeronautical, astronautical, new materials and
bioengineering technologies

(Q lixport-oriented pr()ducts: especially processed finished products yielding
good ertxtomic returns

II. Products
restricted:

(except those for export) whoee production is strictly

(a) Motor vehicles and motorcycles produced by manufacturers other than the
government-designated ones; general electrom€chanical Products with infe-
rior functioning, (hiefly common machine tools ard common forging
equiPm€nt

(b) (ionsurner products rcrltririrrg sigrrilicartt p()wrr: rir cor(liliotters, cold and
hot Iarrs. clectlit crxrking rrlcttsils. arld (lllst cal(hcrs

(c) High-gr-acle (()nsufirer grxxls prodrrccd with l.ili! nraterials in short sttpply:
alrrrrirrrrnr doors arrd windous, aluntittunt and copper pr<xltrcts lirr c(nsllLtc-
ti()tr. cils\'-()pen aaIls rnd (lr('r rical-h l)c r ( urpets

(d) Products made with outmoded techniques that waste natural resources and
cause sdrious pollution: coking with local methods, Senerating power with
petrol and diesel oil, smelting nonferrous metals with local methods, and
maldng rulfur with local methods

(e) Low-grade white spirits, common imitarion leather and artificial [ur

III. Producta whore furthcr production is prohibitcdr

Nonferrous metal mines, chemical mines and coal mines which arc exploited
without licenses: 437 items phased out by the former Machinery Ministry
(Commission); phased-out textile machinery as published by the Ministry of
Textile Industry; the 6rst batch of the phased-out building machinery products
as published by the six departments including the Construction Ministry

Exc.tptcd horn Decisions Concerning the Main Points of China's Current
Industrial Policy, issucd $ the State Coutvil Mq 15, 1989
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(ihinest <Irairperson lxrth Iirt' ap-

l)cnran('('ar(l 1() tlrke l(lvanlilge ()l a
(llrincst director's ('()nrrc(li(,ns. N('\'-
crlhclcss. hatittg tlrt' ()l)li()n t()
clroosc is a lxrsitive st(l) that all()lvs
Iirr nrorc crcn-han(led trealnrent ()f
firleigrrcrs ort Fll. boards. lhe tttw
anren(lrttenIs also litt thc :10-\e:rr ( iP
()tl thc ternr ()f rrxrst j()inl vcnture
(r)Dtrlr( ls, an(l l)ro\'i(lc arltlitional
lllitral|tces lhal I'lEs will n()l l)e

expropriatc<l bt the (lltittest' govet rt-
teDt-ill lcast * ith()rrt cattse ;tttrl

c0rnPcnsali()ll.
\l,rrc qi,.irtrfir.rrt Jt'r' ll,( l)r('\i-

sional lirnd (level()porenl r-rgltlati()ns
rhat $('rr irrlo clltct ir Illv ll)l)0.
l.and rlcvcloprnerrl bv lirreigrr inrt's-
tols Iras lorrg bct'rr an ideolrrgirallv

More than 35 member

companies of the us-
Chirm Business Council
are curl'ently exploring
new and/or additional
inuestment projects.

rlirisit( issu('. rritlr (lhirtll s hllrllint'rs
opgrsing l;rlgc-scrrle lclrses t() li)rcign
intet-esls r)u thc basis tlrat thc prlrc-
titc har'kerts hacl Io (lhila s cokrlri:rl

P.rrt .Utrl r,rr.'t r i\\lrr\ r'l ( \lIrl( r r't-

toliality.'l hc rrcw lrrles:rlkr* Iorcigtt-
t rs to irrresl in arrrl dcv< krp tracts of
l.rrrl irr ( lrrrlt r S1x'r r.rl Lrorr,rrrrir
l(rnes (Sl-Zs). opt rt c()rstll(ilies. ull(l
coastal ecorrorrrir zorrcs. 

_llrc1 
also

Pt'r'rrit Iirrt'ign crlrrrPattit's to instlll
lr.rsir'inllastrrrtturc sr slents suclt as

clcctli( p()rvcr itrrrl tt'lcplrrrte sct-
r ir r.. .rrrr I ti, (,lx'r rlc t ltt rc trt ilit ics iIr
thc dcsigrratcd invcstrleDt r()tl('s.
'l his rrrat' plove a rrsefrrl n:ar kt't ni< lte
lirr frrlt.igrr lrlilily ()pclrting ('(nrl):r-
rrir's. Trhich ltavc krng beert <lettittl
:rttesr t,' (.ltitta's (l.,Irr( \lir Irr:lt'k( l

[)rsl)ite tlr('i! srrrrbolir valrrc, thcse
It'gislarive tlt'r'eL rlrnrerr l s ar'<' irll lirn-
ited stt.ps. is oI rrritl- l1)110, tlrr!'e ivas
still rro sigrr of Lrrrg-irwaitt'rl irrplc-
rtlcnl irlj regullti()rrs lirt crxrlreratirc
joint rcnlrrrcs ol uhrrlly lirreigtt-
(l* ned t ntt rPrises. I nr'('sl()r's irre ills()
kroking Ior stlorrger lcgal pr'ole(ti()n
li)r tlr(' intell('( tlrtl pr()Pcrtl r ights oI
clrcnrir al arrrl pha rnrat err t ir'al prr>

jer ts-arr inllxrr'tur)l lat trlt' itr iut-
prorirrg tlrt irtrcstntr'ttt t'ttrirotttttcttl
Iirl lirnrs irr those ficl<ls. IIniIiI irti()rr
of tlrt tar legirrrc Ior all lllls, r'hiclr
rrorrlrl st.rrrrllrrrlizc tlrx trr',rltrl{ rll l,,r
all IirIrns,,l Ii)rcign illrcslrrr( nl .rller-
priscs, is also sotrght lrl irrcign
iD\'(.st{}[s I)rcli'rcirtill ta\ lltillrrlctrl
wotrld thcrr dclx'rrd orr tlrc nlrttrl'('()l'
rhc pr,,jcr t il\cll (\lrr rlr( r il i\
teclrrroLrgit alh ld\'iirr(e(l ()r' cxl)orl-
()ri(llte(1. li)r t'x:rnrPlr) artl tt()r ott
thc lornr l)l irrrcslnr< tt(

N etu inue stmenl interest
Ilv lirr(. \llDrllr,r l!)!10- tlrcl-t rr,ert'

sigtt. ,rl r crrerr'r'rl rrrr('\lor rlrtcr ( \t ir!
Ohirra. I"olt'igrr ittvcsl tnettt approvals
hegan a slxr r('(()\cr'1 i11 cilrl\ l1l1)0

tn<l gla<lrralll gaincrl sptcd itt tht'
secorrrl r;rlrrlt'r. Irr('linril.rr\ lll{){)
hall-vcal invcstrttcnt figlrrcs ( ()nr-

parctl lavorablr'(() l)r_( -_l iiulilnrr)err
lt]\r.ls ir thc Iirst ltall ol ll)81). rillr
xlrr(,\t $!.I billiort irr rteu in!eslnrcnl
plc(lKcd l() Chirra br'.lunt ll)1){}.

Hortcrtr. tlr( re .rre tt)aI)\ tllr-
knowrrs lx hinrl thesc rrrttrrlrcrs. (lhirr:r
has rrot rt t pr'()\'i(ic(l (()untr'! l)rr'ak-
<iorlrrs .r details orr lll( tvlx r)l

Pr'()i( ( ts thit lllcsc irppr()\'ills ICprc-
rerrt. llolt'r,rcl. r,trlr tttrttrlrtt. [,,r
c()rl lacl ilPpr()\'als artrl (ort ttttiI tt t<'ttI s

.rrr' r urrr'rrll\ .rr.rilrrl'k -rrtilrzr.l irr-
vesltlrcnl ligrlrcs t(rr(l l() be rrlor'('
reli.rl)le in(li( at()r's.

( ik,rrlr. si,rrrt ,l llri srrrAc irr

intclcst is duc t() tlle backkrg ol
iI|\r'\I|)|( |II pr',,jr'r ls Prrt orr ll,,lrl irr

tlle inlntcdiirlr lrltcr tttatlt ol
'liarrarrnrt'rr. Anr)lhcr subst:rnlilll elc-
rr)ellt is tlx' esPLrsirt' gro\!lh (,1 Ilerl
ill\(\lDrlll [r,rrrt l.rtrr'lrtr, $'lrirlr is

exlx,('te(l t() rorttrtrit ntatlr $l.ir
l)illion l() (lhira irr l1l1l0. Il l:rirr:rrr
invcstrrrcrrt (1)nlirltr( s to gr()!! itl this
ral(,. it \!ill pul Iaitrrn ah<ad ol thc
I uitr'(lSt.rtc\.rrrl.l.rP.rrr .rrrrl[,,.si-
l)lr' ( \cn Ii(rrg Korg-witlrin ir Icrr
yeats. H(,wcv( r', lhe\('ntttlthers ((nlld
also prorc clrrsivei sorrc Iairr'arr
inv(s cnt llt()jccls rril\' lrlovt' rellr-
tirch dillicrrlt Ir) inrl)lenrcut (llre t()
politital st'nsitivitics (nr tlrr'l):ut ()l'
thc lliu illl Eor (t Dllr( ut -

'llrt'irrtrease in irrrcstIlrcnl is n()t
linriterl to corrrpanics fr'()rr'lili\ritrr,
Irorvt ver'. ,\ ruurh('r' ()l Arnt'r it rrr
invcslors arc als(, (lr t'crtllv neg()tiat-
ing lirsl-rinrc rk'als. \lorc thart llir
nrerlbcr rornparries rrl thc LIS-(lhina
Busirrrss (ilrrrril rrc ('rr!r'eirll\ (\-
p|rlirrg rrt't arr<l/ol a<lditiorral irrvest'
nrcnt pr ojccts. I hcst projt't ts gt'trr't'-

;rllv r orrlirlrrr l(, (lllin:l s ( uarcr)t
inrlrrstrial prioritics alttl ncrtlv rc-
st Ii('l ir'( inv.slnr(Dl crilclia. lrn(lirrl{
to be t,ither' (')ilx)r'l-()ritnlc(l {)r t()
r,rrtl;rirr .r :.rgrrr[,':rrtt ( xlnrt't r'r,rrrtrrl-
llr(llt. lt()sl irrrrrlvt' Ihc ttsc of atl-
vancctl teclrttoLrgt itt srr< h higlt
priorilr seclors as t r'arlslx )r_(:ll i(,n :rrl(l
r ilw Ilrrlcfials l)r-(x ('ssirrg, or 1rr'<xlrrr c
grxrds that \ul)p()r't (lhines(. (xlx)r't
irrtlustlics, srrr h es Iextilcs- l he Icrv
ilvcst(,r\ that wcr'<' plarrning to prrr
dLrcc lorr tcrlrrtologr grxrtls Iirt (ilti-
rr( \( r .tl5tlrrrct's lr:rvr' lorrrrrl tlrt it'
I)r()jr( l\ slnll.(l ()r- h;r\e hird l(,
rrrrrler-go strbstarttilrl rt'visi()n t(, nrccl
st tictct inrt strlcnt terlrrir'crlrttrts.

Pos sib le stumbling b loc hs

I)esl)ite tlr('se signs of irrr'reasc<l
il( ti!it\. rr()sl Anrcr icittr in\'csl()rs :rrc
rrrrrvirrg slouly ()n lhei! (lllinl in\(st-
nl(,nls. Nairirg f()r'(llrira l)()th 1()

tl;rlili wlrat typc ol ploje<t will he
wclcorrrc in tlle l()ng Icrrr:ln(l t()
rcsl()t(' ((rl,i(len((. thlt l)osilire D)()-

rnentunl is h( ing r( gairlc(l irr l)()th llrc
polititlrl arrrl t'corrrrnir sphcrcs. As
aluars. rliUirt'nt regiorrs ol (ilrirra
rrrrt ollcr lalring ittrcstrttent oppot_-
I rrrrit ics lrn<l r on<litions. llul I hcre are
( cItaiI natir)nal anrl irttcrnatiottal
i\srcs tlrirt :rll in\cst()r-s rnusl ( r)rlcelrl
lhenrsclvcs $ilh.

lhc lxrlitir al rrvi!()rlrnenl p()scs

tlle greirtest [rD(crtairrt\. l)llt ea()-
rrontic r'ottrc'r'ns nrrrst rlso bc ovtr-
tonre. Altlrotrgh tlle lustelitv I)r'()-
gr,rrrr rs rlrrr.t. errrl irr l.rtc I!r1ll, r is

nr)t (l(.lll $lrr.tlrt.r it will l('!\e the
cconorny bt'lter ot wotse oll tltan
lrt,lirlc. 'flrt lt' art' also ntotc lurtrla-
rrrtrrtlrl isstttr t,, lrc rcrolr<rl. Fr,r
t'ranrplt. (ilrirra still lar ks tlt(' inlll-
sl ructlr e an(l intcr nre(liilte irtduslr ial
r.rl)J(ilt l() \rPlx'rI Illc ttrlrrrol,rgi-
r alll arlvrnt cd I l Ls it lrolres to
allracl. 'Ihe inrorrvertihilin ()f the
rtnninhi will also lt qtrirc invt stols tr r

continuc $rcstlillg with the l'trrrDi<la-
blc ploblenr of gctrcratirtg Iirreigrt
(.xcllallgc-

(ihirra has never beel ln easl'plir('e
l() (l() l)usiness ()f rttilk( m()nry, :lttd
lhxt Iixl is rrnlikclr to tharrgc srxrn.
Nr.r'ert hcless, frrlt.ign irrvestors will
I r,||litlU( r(' \er'l ',1)ln,rlllnilie\ rtl
(lhina l)e.ause tl)('milrkct is sin)lr]
lro lalgc to igrror't'. 

_lir 
be sttctesslitl,

h(r\re\t't, ill\'(,sl(,rs llrusl resl)()Dd t()
(:hina s in\r,rtnrellt sigrrals antl Pur'-
srrt' pr-r,jetts that rneet (lltina s goals
rs well as c()r-poratr objectirts. 1i-
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Party and Politics
in Joint Ventures

Tiarutnmen has fostered increased State interference-and help

Margaret Pearson

ffllrc 1,,'lrrir:rl rri\ir ,'l lure
I llrl!. torrrrlcrl rr'irlr rlrt irrr-

I ,,.,,, ,,1 tl'rr' ,,,'r,,rrri, r*
-I- trctrr lrurtttt trtrtlt,t'rt.rt rrn,c

llle l1)ltU. lrale lcrl ro a srrbstarrtiul
rlcter'ior'atiort irr (ihirra s hrtsilrcss
r lirrr:rtr'. Nlorc tlr.rrr lr vr':rr .rltr'r
'l ianarrrrrcrr the opelating envilon-
rtrettt h:ts n()l \'(l rc(()\er('(1. ItlI(l-
ricws ron<lrrrtcrl this srrnrnrcr rvith
l,rrtigrr :rrrrl (ilrirrcr, rrr.rrr.rgclr irr
llci.jilg an<l Sh;rlghai rerc.rl tlrat
jrrirtt lt'rtttrrcs lrlrve llrt'ecl intrcarerl
lxrlitir'al irrtr'llelt rrr'c on rrrarrr fr,,rrls
sincc.l rrrre I 1)tl1), irrclrrtlirrg irrcreast.<i
politir al sttr<lr l()r' .ioint \crtturc
u',rrk rs, irrrrr,.rstrl .rtrtlr,'titr ol j,rirrt
\(nllr('pJrl\ r,<,r rctarit.s arrd lalxrr
ttni()tt r'el)i ( sclll:rl ir es, arr<l ltltlrss-
ur(,nl (,1 .j()iIt r'<rrlurt,s br gorcrn-
rrrenl ugerrr ics.

Sur lr intcr Ier cr:r c lras not been Ii'lt
rrttif,rt tttlr. lr,'rrrrr'r. .rttrl Ir'rr l,,rlrgtr
nlarllgcls hclicrc tlrt'sc irrtt usi,rrrs
lr.rrr',.rrrsrrl.tgtriltr.rrt rlt.t'trlrti,rrr. ilt
openrt ir rns. S()nr(' i()inl venttrres hlrve
crcn lirurrrl (jlrincse olli<ials rrrorr
willirrg to lrclp r.ase problerrrs irr tlre
r rtr rrlrt dillrcult cnrironnrcttt. Still.
rl<spitc thesc rrrole lxrsilivc sigrs,
rrt,allr .rll loreigtl trl:inllg(,r'\ r-(.lx)rt
that li:rnarutrert dantpt rre<l Ihc gr'orv-
irrH lrrtrcl'rlrrrrrr i.rlisrrr .rrrrl r'rrtlrrr.i-
.l\lrr 0l (.lritre\( rttatr.rget'. itt tlrt tt'
l,,irrt rr'rrtrrrr'r. Ilris r lr,rrrgr' irt .rttr-
trrtlc. rrlrr, lr rrrar sct lr.rr k tlrr,tr.rirrrrg
r,l ('ltitrt rc rrillrl.ir'r'\.r'rellrl reats. is
probabll thc nrost irrrlxrrtarrl lcgary
()l 'fiarranrrrcn ()n j()iDl !enlulc ()pcr-
lr t i( )n:,.

Party Pressures
Sirrrt, (llrina ()pcne(l rhc (l(x)r' 1o

Iotcigr: inlrstntcrrt in tlle l:rl( 11)7{)s.

Rreign managers reporT

thal Tiananmcn damp-
ened the growing
entre pr ene urialism an d
enthusiasm of Chinese
managers in their joint
aentures.

variotrs lt,gal plovision,i lravc stiprr-
latr'<l that earlr joirrt t(,rtur'(' is l(l
harr a partr olganizatiorr (a partr
se( r'('tir) ()r- < e ll) to corrtlrrt i<leo-
logical art<l politicul work." llrotrglr
tlrt oretit rrlh thes( cells hart' pro-
lirlcrl a rlranrrcl f()r' ()ulsi(le rniulil)u-
latiorr. irr pr:rcticc ther hat't nol
obstr rr< tt,rl joirrt \'(',rlul-(, ol)elilti()ls.
IrI(l('t'd, l)urt\ s<'r'rt tatit s, rtlro art'
oltt.n rv<,ll r'orrrrr,ctr'<l in lrcal govclrr-
nrcttt circlcs. h;rve lrtctr krroutt lo tr'c
thtil powcr arr<l corrrrections to hellr
tht.il rrrrtLrrrr obtain arrvtlring Ironr
supplies to [avor'alrlc irll(rl)tclllti()r)s
ol joirrt vcnlrrrt' lals. Sint t'
'fialannrt'rr, lrorvevcr'. partv ct'lls har c
betorrre rr:ore lrttirc, tort<irrctitrg po-
lititrl strrdy au<l training lor (lhincst
nlarlgcrs antl nrrlkels I lrr. llc-
rlrrtnr I ,rl Irolittt.rl strrrlr .rr tiritics
ebl)('d s()nrcwlrirt b\ latr. ll)lt{), but

Mtrg rd I'car.\ot i-\ ussinanl l,rof?\sor
ol Kov?rntuP\l tl l\rrlwtulh ()tllegt.
lltr hook, J()irr Verlures in (lhinr:
Tht (lontlol ol Foreign Investrnent
flrrrltl S<r<ialisrrr, uill fu puhli:htd b't

Prtn(?ltn l nil'?r.\il\ l)t"Jt,t(xl lqrtttg.

th<'rr r'<-ertxrgtri arorrttd lltc orrt-
vt.ar arrrrirr.rsarl ol -liarrarrrrren antl
thc.,\sian ( i:rrrres.

I lr, rrrglr t lrr'sc :rr tir itrr's :rr c tcr Irr r i-
tallv irr accor'< larrr r' \r'il h lhe I{)lJ7ll$
cstablislring gtri<lclin<'s lirr politir al
arrd irl<,oLrgital r!()rk in i(,irrt \(.n-
tlles, the l.[r stcnrs to bc bcilg
interplcterl rrrorc strt'tlv lhirn iD llle
Prerr,'ttr st-rcl.rl rt-ur.. l ol .r lerr'I,,tttt
\'( nlrrr('s llre stelrpt-d-u1r erDphasis orr

l)()liticll an(l irlt'okrgit al s'rrrk rras
tltrite <lisltrptive. ln one verrture
Ioleigrr nrarragers *t.r'<. urrablc Io
gilthcr their (ihincsc r'orrntcrparts
lol six gccks ultcr tllc r'r'ackdorvn
hecausc tht._v rrt're in politi<'al scs-
sions. \\irr-lcr-s ol n folcign-rrranagt d
Irolel r,rt,rc st,nt arr;r!' l (10 ()r'rr()re at ir
tinre lirr qrnsi-rlilitarr trairrirrg rle-
signerl lo krstt'r' "<liscipline, al-
tlrough tlrc plogranr r,ras haltetl
lrl,,rr' .rll rr,rrkcrs lr.rrl ( r)rrl)l( tr(l it.
l.oreigrr brrsinesscs errrploving wolk-
crs througlr Bcijirrgs folt'ign l.rtt-

Pkrve( Ser\icr, (l()rp. (l.l..S(l()) had l()
tcleast' sr:tkers Iirr threc rlarr of
politi< al sttrlv. brrt wcr'e expt,r'lerl l<r

I)JY tlr(n) n( \erthcless. Sturlr sessi()rrs
rrr'rt :rplr.rr crrt lv rr',r'r' int.'n\( irl
llcijing tharr irr Shanghai.

lor rnOst j()irrt venlures. lrowr.vt.r,
lhe in(reas( in lxrlitiral slrrrh s'ls
little rrrort thal a nuisiln(e. llt
t'nltrrt ing cxistirrg regtrlations, nrost
w<'re able t(, pi)stp(,nc strrdl trrrlil
rrlter sorl lrours so that it did rrot
disrupt oPcrati()ns. ()ne ( lhincsc
nrlnagc! e!'crl rtportt'rl that in his
\'('nulr'(. an eliirrt rvas nradc cluring
rtrrdr rr'ssr 'rrs tr, :rvoi(l lrisirB.lrti-
lirreign senrinrenr t>r <riti<izing rhe
Iirleigrr paltncr Molcrx'er, sonre
rranag(.r-s or paltr nrerrbers rlid rrot
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atlerrd Ii)rrDal scssi()rrs. arl(l s()rrl('
joirrt rcrrtures applr'cntlv (li(l n()t
hol<l ant sturlr at tiviti('s. In (,ne snt.tll
joilt venture in lleijing, lhe li)reiBrr

Sencral rrana8cl 11as t()ncerrrrd that
thc tentule rniglrt get irr il()uble l()r'
n()l having lin nlal stu(lv sessi()lls. l he
Ohinese t hairruan o[ thc brrartl (hirrr-
sell a plllr- nreDrber) assur-cd the []S
nlrrl:rgeI rr()l t() r,t()Irt' the ( hrirnriu
hlrrl <ertrlrt'd t(, (,ut\i(l( inrllr"r'iuc\
that nreetings lrarl becn hekl.

Ilr(,rrglr irtr r r'.rrc(l |.rrl\ .lrri\il\
,rppr...rrcrl lirrritt rl to irrr rearr.rl 1r,'liti-
aal stud\ in rD()st i()int Icntur(.s, il [c\t
nrilrtage!s t ited lrlditional l)!-r)hlenrs
rcl ted t() llers()nnel issues, claimirrg
lh(' partY iras rr()r'(, :rggressivch'
asscrling (()ntt'()l ovel such rlilttcrs
as Irr'( )Irr()t i()n, hiring. and tirirrg ol
Cltitttse rtafi. In (,n( l)',t(1. ["r
exurt)ple, lhe (lhiDese plrrtv ()r'ganira-
li()n repla(cd tw() (lhincse nranilgers
viewed as to(, l()yal l() the Ii)reigl
PJIl rler. r\rlolll(r'Itr,t(l s:rr .rn in-
(rcase iri part) ranks, l)Iesutltabl)' l()
facilitate t Lrser part) s(r'urin\' ()f tllc
ol)erati()n and cllsurc the l()falt\'()f
Chinese rrranagcrs. In lrt lcast lw()
joint ventrtres there tvcre I)r'esstrr( s

t() ildd lrcw seats lirr Party cadres {)Il
the b(,ar(ls (){-(lire(t()r\. ttx)lrgh tlr(.
f<rrcign par tners succr:ssfullv resislcd
su(h acti()Ds by Pointing t() (()ntra(-
tuxl clauses prolribiting trnilateral
addit iorr ol Dew Dtenll)ers.

Itcreased trode union acrtviry
'fhe desire t(, wield nr()re inlluence

oler pers()nnel decisi(rrs has n()t
been limiled to party cells; labor
organizations in nrany instances have
also shown a propensitv to iltervene
in personnel matters. l,ike the party
cells. trarle uni(,ns lla\e exisred in
nl()st joint ventures brrt generally
have not been a disruptive forct'.
Though sonre analysts {eared that thc
trade uni()ns-ft)rmal arms of the'
Chinese (lonrIlr.rrrist Partv-would
beconre increirsingly assertive after
Tiananmen. thc situation has been
nrixed. Sorne nranagcrs clainr the
uniorts in their .joinl ventures have
not been affected bv the ch.urges irr
the polili(al envilonnrent, and a few
credited the trade unions with plav-
ing key roles irr restorirrg order in
their venlures irnrnediately a[tcr
Tiarranmen. Howeter, a significant
number ()l nranagers believe that
trade uni()ns ltave treconre morc
aggressive.

Most tlade union--joint venture

Party ceLls haue
become more actiae,
conlucting political
studl and training
for Chinese ?wf,nagers

anl worhers.

llanagerrtenl conflict sterns Ironr lhe
inlpacl ()f e( ()nonli( retrenchnrent.
With brrsiness slow rrndet the austrr-
ity progranr, sonre firreign lnanarlers
have sought to redut e stafl levels. but
have encountered greater ()pp()sit i()n
f'ron ttade union and pers()n el
rnanagers thaD w()uld have treen
expe( ted pri()r' to Tiananoren.

Tra<le unions have also exerted

I)ressurc on .joint ventures in lroth
Beijing anct Shanghai to keep wage
rates [<rr (]hinese workers to less tharr
150 percent of the wage level of
(onrparable State enterprises, cven
though under the l9116 Provisir>rrs of
the Stirte Coun(il fi,r the En(ourirge-
nlent ()l Foreign Inlestment (the '22
Articles") joinl ventures are sup-

Posed t() have aut(,n()mv in setting
\4age rates. Recent statenrents bv
(lhinesc leaders inclicate thal the
central governnrent has issued inter-
nal regulations instructing ()fficials to
(ap i()int venture wages, but h(,w
f<rrmal the re3rlattrns are is unclear.
H owever, nurrrerorrs joint venllrrc\-
espet iallr tlcr+ ,'llrs-rePr)rt ill-
(reased pressure t() Branl l()cal lahor
bureaus authority t() appr()ve or set
wages. A US-(;hina Rusiness Council
survey ((,nducted in late spling l1)90
revealed that nearly- one-tlrird of the
100 joint ventures queried lrad been

Pressured to coDtr()l wages.
Aritk ftorrr increased trnir)n n(ti\.

ity ()n the wage issue, there also have
also been efforls to slrenglhen
unions in joint ventrrres where they
were weak. For exaorple, in one surall
venture in Beijing where the trrde
lrnion r'['the (ihinese parerrt ,rrgani-
zari,,n [r'rnrall] represenls the i('iIlt
venture workers, the district-govern-
nlent unioD lcpresentative Drounted
irn em )rt t() li,rrr) a tra<lc ulrion within
lhe j()int venlure. Af ter tlre f<rrt'ign
gerreral manager urged the *'orkers
that a uni()n was n()t necessarJ to
accourplish their ()bjectives, rhey
"postponed" lhe v(,le an(l the ma er
was not raised again.

Playing it safe
['olitical interleren(e ilr .i()ilt ven-

ture ()Perirlions hirs not beerr re-
stri('lcd t() lirrces within joint veD-
tures. Thc genelal reluctan(e of
nlrh()r'itle\ to takr.riskr nl th(. lnrliri-
r'allv rrrrr'cr tain atrrrosplrele ha., rrrarri-
Iested itself in the slorvdown ol'
routinc business and enhancenlent ol-
securitv nreasurcs. Manl' firreign-
backed businesses in both Shanghai
and Beijing havc been visited by
variorrs governnrent offici:rls for'
sp()t-ahecks of rer;uired docurnents,
especiallv those pe!-taining t{) taxes
and enterprise registrirti()n. (lhecks
have also heen corrducted t() ensure
rhat all eDrplovces-(lhinese and
t'rrreign-registered to :r joint ven-
ture actually worked th(re, and lhat
all persons working in a joint venture
were registered to do so. Clretks of
empkryee registrltions wcre stepped
up at the ()ne-year anniversary of
Tianannren and jusr prior to the
Asian Games to prevent joint ven'
rures fronr sheltering'suhversive
elerrenls. 'Joint venture. in Beijing
were also pressured t() contribute
rnoncr or enrplrryr.e timc t() thc Asial
Canres (ser p. 52).

The desire of nranv (lhinese offi-
cials to keep a low profile has
significantly slowed the pro(ess of
obtailing rorrtine approrlls for exist-
ing .joint ventures (.rer The (]BR.

.lanuary-February 1990, p. 27). At the
krcal level. ofhcials hesitate to nrake
decisi()ns, ofien seeking approval
fronr Beijing bef<rre moving ahead.
Furthernrore, oltcials at hoth levels
seeur to be asserting stricter approval
standards. ln one case, alier Ouang-
dorg provintial trade :rurhoritier
fornralll' approvcd an inveslntent
proie.t wirhin theii jurisdictioD and
passed it lo central authorilies t()
record, the Ministry of Foreign f,co-
nonli( Relati()ns aDd Trade (M()[ !-R'l-)
overrode the local decisiorr and
f<rrced charrges in the r'ontract be-
cause it dis:rgreed with the venture's
designati()n as a "technologicallv
advan(ed enlerplise." M( )FF. R I in-
sisted that the ventrrre export a
signilicant porti(nr of its protlucts,
effectively killing the cleal. Although
such problerns appeared ro have
declirred by lhis sununcr, they corr-
tinuc t() oc<-ur with enough freqtrencv
to be o{ c(rrcern t() foreign managers.

A further exiurple ()f the morc
conscrvative thirrkiDg ()f ()fficials can
be Iirund in tlre new set ()l'laws
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g()r(.rninl.i i()inr \ennrcs ir) Shnng-
lrrri l'.rssrrl l,r tlrr lor:rl l't r'plc s

(.orrglcrs ir rni(l- l 1)Ull. rlre lnr!s (o\cr
lrrrrr lrrrrr' ,rl nr.rrrri.rl\. \.llr.ll(l l)r l( -

irrg ol joirrt \ eDl lrt' pr'{x[l(r\, irrd lllc
rrrlc rrf trude luri()rts ir,,1 Iht (,llR.
Nl:rlch-April I1)1)0, p.ll0). Tht rcgtrlrr"
ti( )rs-p:lrticulullt tlr()s{i (()ll( cInitlg
Iabot' utli()tls-rr.,'t-e ()l l{real ( ()tl('t'l tt
t(, n)lD\ Ii)r'eigllcls rilrcr) tlrc\' \r'(.r'('
issrrcrl, rs thev scenr(rl l() lrcritl(l :l

rro[c l('stIi(li\r' cra irr Sharrghai. llr
arl(l lllrgc, ltorr't'rct, tlrt'tul('\ (l() !l(,1
al)lx ilr li) lrar't lrarl a rllirrkc(l irrtl)ir( I

()ll i()inl \cntur( ()l)('ralitltls se\rrill
(:hinese nrilnilgcr's ( lirirnc(l n('vcr
( \'('n t() hu\r hcilr(l ol tlrcrn. Still, thc
r-cl{ulari()r\ sc( llr lo b(' being appli.rl
t() llcw \'('lltur_cs tll()re sllicll] tlran t()
cxislinl{ ()rtcs. }or exarttple. a lirreigrt
la*x'r irrvolrcd irr rrcgotialiorrs ft,r';r
rrt,rv .joilrt !ettlule n0led tlrit llis
(:l)incse ( ()urt(r l)al l\ su( ( cssfullt
urc(l tllc lcgulxti()ns to insist thal tlrc
.joirrl vcrrtrrlc (r)ntt:r(l (()r)tlin iru-
lh()rirari()r Iirr ir trrrrlc uIli()tl ('rrn
th()uglr sll(l) 1>r'()risioIts itre ,l()l nliru-
(llrt( )r'\.

A helping hand
'l lr()ugh lhcrc is liltl( d()ubt lhrt

thc lxrlitir.rl rlirrr.rtl' rrr rll.rrrv l,iti|s
sirt(( l_iiluilrrrrt('rr learcr joirtt r't'nttrlc
()lr(r'itti()ns rxrc sus(cl)tibl(' t() 8()\'-
elrttl)ent ir]lelli.rcnc(. fi)ar\ rlanag-
er'\ r,trtc(l tllal tlle (lllinesc g()!'cIrr-
nrcnl ha(l bcrrl ovel' ha<'k\tirrrls' to
hr'lp thcil vcnltrrcs, cslx,(iall\ I{) eils{'
plolrlenrs xlisirg ll'(,nr ('(()n()rni( r(L
tr ('ll( IlIlrclll. 1l( )[ ].Rl (,lli( ial\ irr l)ar -

li(ull!- r!rIc oll<rr r'halactcrize<l ;rs

nrrkirrg sigrrifit rrrrt ellirIts trl lt'sprrrrrl
to pr'oblcrtts rilised l)r irrtlirirltral
v('rlur-cs ()r' bl th<' IlS l,ort,ig|]
()rnrntclr ial S('r\ice. \l()l'l.Rl Ir:rs
hclrr i r r r t r r r r r r r ' r r t . r I ir lrelprrrg j,,irrt
rt,rrt rrres olrtairr u orkirrg r'a1>itlrl kr:rrrs
lr orr r tlr'\t,rtr', lr.rs rrr.rrrrrl t lr.rt j, rirrt
venllrres g('l Pri()litv irr the llll()cati()ll
ol r.rrr rtt.rtt ri.rI...rrrrI lr.r' lr.rr l, rlj,,rrrt
rcrrtur-es irr lhcir elli)t't\ ro bkrrk thc
inrpositiorr of rvrrge r rilirrgs.

trl()l_IRl llas irls() plu\ed itll irrl)r)r-
tanl r'()l(, iD r-r.sohing inter-rllinistt.-
rial (lisl)utcs, s()rnelinl(s nrancr.l\'( r-
irrg tltr',rrrtr',rrrc itr lrrr,rr' ,rl j,'rtrt
\'( !!lures. Su( l! ( ases r)li(.rr in\1rlvc
tlrc issut. of joirrt r't.rrttrre cxports.
willl M()l,l.lRl irrtcr_verrirrg irr lavol ol
li)r'(,ign illlrr(-\l\ lr\iDg r() ir.ren\c
exPorts. l.ol inslancc, i\l()t.l-RI iDI(.t-
c('(lcd to irll()r\ orre ioirrt rcr)lrr!c Irr
scll grxxlr t() Iai!rar iul(l Solrtlr
Kor t'a, ovcrt'otrring c()llplililts l)y

Nurnerous joint uen-
[11vs.e - s 5pg6ial ly new
ones-report irrcreased
pressure to grant Local

labor bureaw authonty
tu approuc or .$et ulges.

()lher ilgrn(i(s thitl such sirlrs sh()trld
lx. rt slritlt<l ber arrsc (ll:inr lat ks

Iirlrnal lt'latiorrs with thcse plirres.
\lhell u ()tlr(r rrlrlrrre rr'ishcrl lo
(.xl)()rt ils goorls t|) [.asl r\.iia agairrst
the rvishes of thc (ihint.st' paltrrer,
Il()Ft-RT ar grrcrl srrcccsslrrllr that
tlle.j()iut vct)tllr( s li'asibilitl strrdv
rr'as prc<licatt tl on r\rian salcs.

l\ltrt h ,rf th(' hcll) lu()l;t.Rl has
(,xteI(l(.(1, h()wcvcr'. has sirrrPll rn-
rrrlrcrl Lrphol<littg c\islinB llrlcs irnd
( ()ntIir.ls. Br and large, llris hcll)lul-
trcss lras rrot trarrslalerl irrto ttrlrjot
t orrr'cssions li)r i()i!lr t(.ntllles. Il()rc-
( r \ ('r'. \i,trr('i,,irrl v|rrlrrrr'rr.rttagr'rr itr
Shalrglrai clairrred tl)llt tllc\ \r'erc ll()t
lcccirirtg as rrrr.r<'lr Irelp 1r'ortt lrxal
oflicirls as rt.rrltrrr.s in llcijing rc-
ct'iled lirrttr ollit ials tltcr t . 'l lrt rr
,r.ll.rg( r \ lrclilvt lrral . r r r I I r | , r r r i r ' \
lr:rre l rrrrrerl lheir'rttcnlir)ll l()\'nrd
tllc Ilcw Pu(l()ng rlcvelrPrrrent Prrr-
j('(t. Ilindeling nrnlagers abilitr trr
agrpeal for lrclp in thc I:rt c ol
irttr:rli'r t ncc llrxtt tlrc (r),Iser'\'ulilc
rrrrrnicipal Itrplt"s (iorrgrcss arrd
rrritldlt'lt'vel lrtrrcarrcracics, wlrich
.lrr' rr,'l',I't,'tr.l\ \lr,,IrX irr SlrJttglr.ri
Ncvcrtlrcless, lhe \igor rvitlt $hith
sornc r errt rrl agt.rrr ies. espcr ialh
\l()F[-Rl. hlM, pr'{)tc(te(l jrrint rt.n-
t1t.e'1t('re(l\-l)luIiclllutly wh(.n cx-

lxI ts a|c at rtake-is rertairl\. a lxrst--l ianarrrrrt'n I)lr('n()nr( n(rr.

Chinese managers: hardest hit
l'erlrall)s th( rnost scriorrs ctiitt of

'I-ianirnrlen orr lirrcign -joirrt-r enr rrre
()l)erirtir)rls has becn its (l('nr()! uli/iIg
irrllucrrcc orr Ohint.sc nrarragcrs. 'l he
alrilitr ol joint ventures lr) lrir( ilnd
kccp tlrralificrl s(all has (l(lcli()rirtcd
()\'cI llle Pir\l rcilr. l)cspit. the
nunlcr(,us rt grrlatiorrs llrijing lras

llrsscrl t(, h('ll) it r(.grin (()nlr()l ()!er
the rrrrrllirrte nnd l)r'ev(rt thc r\r)-
rlrr. ol lriglrlr sLilkrl perr,'rrrrcl, .rg-
nificanl rrurlh<rs ol (lhirrtse harr
lrt.en lcuving tllc (r)untr'\ t() s(.ek
ttlLrclrliorr arr<l enrplr,r'ntcrrt ltllro:rrl.
lirreigr joiut venrrrrt,s irr high-tcch-
nr,|rgy scr lor s r( lxn t llrvirlg an

cspctiallr Irard tinre holdirrg orrto
skillt tl wor kt rs irl(l D)anirgers.

(iorr:pourtrlirtg tlris problerr is thc
incr-c,ase<l ('nlrti()n ()l (llrinese nranag-
crs rrho hlrre r('rr)airlc(l irI (;llinlr.
I)ri(,! t() _l_iilnantn(n, 

t h('s(' tniulagers
wert. t.xhibitirrg irrcrcasing entlcprc-
rrcrrrialisnr. \()\\. h(|i!e\'('r', ll)(\' irt'
holrling ba< k {iorrr dcr isionrrraking,
prt'lcr'ring to lct Iortigrr rrlr)irgers
take the initiatir'<,or [irst set,king thc
apploral ol krcal author'ities. ltr ortc
Shanglrai joint r trrlrrrc, Iirr-exarrrple,
tlrt (lhirrt.rt. per-s()nnel nrirnag('r' \!ils
relu(t:lnl tr) r'li\r wr,{(.!, berarrsc lrt'

I)erccired l slri(tcr' (nvil()nnlenl.
l'olcigrr rrrarragers r'oicc dorrbts that
thcir (;hincr'c corrntcrPlrrts uill eter
,rg.rrrr Iccl i,'rrlirh rrt t rrorrglr ,,f tlrrir
ittrlclr'ttrk rr, e It,rrrr rl,,rrrcrtrr lnltti-
r.rl yrrrsrrrrrs to r ll rh(ir ir'illt
ven lrr res ar'cortlirrg t() iltelllrli()nal
starr<lalds.

Itsulating the foreign sector
'I Irt'rc cl<,erlt has lrt.en u restrr-

gcrrrr' ol- ;xrlitirs' an(l Slatc intct-
r(,nri()D in IirIt,ign-brrr ke<l cnter-
pr_iscs sirr(( filrrarrrrrcrt. _fhorrgl: 

not
suflrx ating. suclr :r( ti\ irics ha\c rna(lc
the Polititul enr'ir{) nrt.rrt [<rr inr'est-
nlenl nr()r'r' diflitult anrl wtakcnc<l
rnarrr [o[r.igrr iD\ cst{)rs ronlirlenct'
ill (:llina us ar) investInert l(xalc.
Hl}\t'r'er. lhc rllr)r'rs 0l Il()It.RI tr)
lrelp u'oublt,d joirrt rt.rrtrrlt.s. th<.

Iil\\.lBl ol :rrrrerrrllrrrrrtt tr, tlr{ J()int
\errtru-e l,.ru in:\plil, arrrl lhc le(cnl
,rIPr('rul ,rl tlte I'rrrlrttg \crr .\tr'a itt
Sharrglrai srrggest lllal at leasl \orl('
lcatlt'rs irr thtl a('ntral g()\ernntent
rcrrririrr torrrnriltc<l t() Ii)rcigl inrest-
rnerll. Il()rc()\cr'. tltc (le(r(itsc r)l'
such aclivitics:rs lxriticll strrdy arr<l

rkxrrrnenl <lrerks indirate that c1-
Ii)rts:rrc lxing rr:rde lo <ontlril thc
iml)i(l ()l c()nscr-\alisrl ()D llre Ii)r'-
cigrt rcctor'.

lllarrv ol the <listirrgtrishing lta-
ttttcs ,,J tlrc ( lu tetlt rorl\( r \Jtt\(
crl\ir()nnl(nt rrright disappcar if rc-
Iirr-rrrcls r-cgain cor:trol o['the t crrlral
itn(l rnur)i( il)rl gr)vernnrcnts; rven
nr)\r nrary legulatiorrs seenr lo h<'

ignorcrl. Still. sorrrc srars $ill tak('
lorrglr tr, lrr,.rl-rrotulrlr, tlrc rlrrrirr-
ishc<l rrrllirlentc ()l (:llilese rranag-
t'r's. 'lhc rctback in tlrc abilitl ol
ptolcssiorltl Ohilrt se rrranagtrs trr
lirllv tssrrrrrt. nranag(.r)cnt Icsp()D-
sibilitics rlirrrs tl)(, lr()l)c fol lorrger-
lerrt).j()irlt renlrrlt srrr'cr'ss arrtl fttll
(lhilr(.se inr(,gr':rti()n irrto the irrtcr-ne-
t ion:rl rnarkclplact ';
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Two',in',One
Study That
Gives You

the Facts on
US lnvestment in China

Unique
Datafile:
Cuslomize inlormalion: Diskette includes more
than 500 US investment proiects in China, each
wilh over 30 database f ields-investme nt
parlners. equity, prolect location. economic
sector. contract type. and more.

Know your competilion: What type ol contract is
most prevalent in your sector? Which locales are

most popular? You ll also find brief proliles ot
dozens of key projects in representative sectors

Generate reporls, letlers and mailing labels: Use
your favorite soltware to tap the datafile s
unique collection of joint venture information-
sort and cross reference database lields t0
create specialized reports, letters, or labels.

l-atest Report
on Investment:
Undersland investmenl lrends: Who has invested
in China and why? How do American investors
compare to those from other countries? Whal is

the outlook for foreign investment?

Assess Post-Tianaomen conditions: Get the
latest analysis of China s investment climate,
including case studies and the results ol two
American inveslor surveys conducted by the
US-China Business Council in 1989 and 

.1990.

Save research time and cosls: The culmination ol
three years ol research. this study presents
current and comprehensive business information
and analysis.

Ho rdwore /Soflwa re Re quie m ents :

The datafile is lor use on PC/MS-DoS compatible computers, with a minimum of one 720kb 3.5" 0r 1.2 mb 5.25" disk drive
(a hard disk drive is recommended). RAM memory required will depend on the software program used to access the
datafile, The file is approximately 700k and was created using dBASE lll+. lt may be used by any software program that
works with files in the DBF format.

US $250 ($185 for members of the US-China Business Council)
lnternational airmail orders please add $10.

lnvestment Report
U9China Business Council
1818 N Street NW, Suite 500C78
Washington, DC 20036 USA
or tu MAVisa inlo:202/775-2476

Send US dollar check to



\ a nuurl)er' ()l i()inl \('rt-
tlrr'('s :lpl)r'()ach thc cn(l ()f
I ltcir (()ntra(l\ and the
arrstcr-it r proglarr corrt in-

ue\ l(, (r('lllc seriorrr opellrting rlitli-
cult ics frrr nrarrr forrigrr-invcstcd
enl( r l)r'isrs. lirrt igrr corrrPanies ar e

begirrrring t() l)av nr()re all('nli()n l()
pr{r(c(ltlrc\ lirr dirsolring joint rt,n-
Iur('s. l-lnl()rlunat(ll, th(.r'e is litlle
pr(.(c(lenl to f<rllow. Altlrough the
\lirrislrv ol Ioreigrr l-corrornit Rch-
li('n\ .rn(l Ir.t(lc \ (\l()FtRl)For.ig
lnt ('\lrrer)t A<lnririst l atiorr t orrsr'r'ra-
tivclv cstirr:ltcs rr()re tl)un 100'
Ii)rcigD in\'(.slnreul eDt('r[)r'ises k)ut
rrI rr t0t.rl ol rrlr|rorrrrt.rt(,lr lll,{,{,ll rn
()p(r irli()!l) lrave rcaserl ()l)eaali()n,
nrost ol lhcst. are surall ll()ng K(,rrg
projct ts, [i l of whi( h appcar t() hitte
g()rr(' lhr()ugh lirrrDal tcrnrinat irrn
prrxtrlures. lnslelrrl, nrarry oI llrrm
eith('r l)e(;lrrrr rlotrrrant or tht lirr-
eign partu(r' rvalkc(l awily with()ut
hothcr ing t() c()nrlrctc tcr'minirli()n
Iirrrrralit ies

Howevt'r'. in I)c((,nrb('r' l1)131) llre
'I-iarrjirr Sirrrpson Ilouschold Ap1>li-
itn( c ( l( ).. :lrr ,,\ust r:rliart.joirr t r en t rrt'e,
becarnr: ont,ol thc lirst.joinl verrtrrrcs
t() l)ul)li(i/(,its irtc ti()ll to initiate
the k,rnrll (lissoluli()n I)l(xess. Al-
tlrorrgh SirrrPson is still irr the carll
rt.r*r's o[ <IrrsoIrrtr,|rr, tlr( r (,rrl):lrr\'\
exlx lien(c shorrl<l plovide srrnre

l.lui(laD(e u\ t() I)()1{ fult|rr tertrrirra-
tions will lx harrrlle<l tl (lhincsc
aullr()rilirs.

Fezu legal guidelines
(lru'r'cntlr', th('r'( is litll(' (ll)ir('se

legisl.rtion to gui(lc thc l(nninati()r)
pr-(x ('\s an(l lhe k('r issu('s oI r'alrrirrg
an(l (lisrril)uling asscls. What lirrircd
legal gtriclautt'thc!c is (an largclr be

Feu legal guidelines make contract language the hey

John Frisbie and David Ben Kay

lirurrtl irarticks 102-l0ltol thc ll)lllt
I nrplt'rrrent ing Regrrlatiorrs (t he rcgu-
llli()Ds) to the 1{)71) [.quity l()irrt
\t'ntrrrc Lavr.

Article 102 state:, six pcrnrissable
rcarorrr [ot tcrnrirratirrg .ur e(llritv
joint vt,nture:
. _[erll)inati(]ll of <()rrtract <lrrratiorll
r Inabilitv l() ('()rrtir!re operati()ns
drre to heavr I rsses;
r I alrility (o c()!lrinue ()l)crali()ns
dut' to thc I;rilur-c of onc of tlrc
partics tr) (arr\ ()ul its contra(trrirl
obligat ionst
. In l)ililv Ir) (()ntiDrre r)lx'rali()ns
(llle t() hea\'\' losst.s causcrl b1' forcc
rnajerrrc;
. Inal)ilil\' l() obtnin th( desir'( d
ohjer tircs ol rhc op(.r'ati()n rr)d at tllc
\Jm( linr( rr' \(r, a Irrlrrre lrrl
<leveLrllrnent; and
. ()( ( utrtt( { r'[ ,rtlr.r t't.r:'onr lirr
diss()lulion prescribetl bv lhe con-
lra(( ilrr(l ar'li(lrs o[ assotialiott.
l'resrrrrrablv, llle gui(lancc in llrcse
rcgrrlations rvould also applr' to < orr-

John l"ri.rhie i.; lircctor of lfu |l.\-Chind
Busittcts Counril's Bcijing ofrtre. Davicl
Bea Kat is e Lt,\ elk)nY\ vftti g a.s

B?ijit+, r?pft.t(ntdlivt for lhe lau'.frn of
()raham cl Jamet.

tractual .joint r'cntrrrt's, r,rlrich art'
g()vernc(l by a separate lar,r that does
rr()l slx'( ili tcrtlrinati()n prrx etlures.

According tr) the regrlati()ns, a

.i()int v(.lture's lx)ar(l ()[ dirc( t()rs h s

sole arrtlrorill t() ternrinate a venture
rrpon expiration ()[ its (()ntra(t.
'Iermiuation [i)r' any ()ther reas()tl
requires a unaninr()us r'otc of the
lroard o( directors and nrust be
lrpl)r()vcd bl thr g()tcrlmellt (lepart-
nlenl lhat originally approred the
joint vt.ntrrrc c()ntlact-usually
Nr()lERl ()r ils l(x'ill c()urrterparl.
I\-owhere do the regrrlntions indiclrte
upon what basis the approval author-
itr uill rrrakc itr rleririon or witlrirr
wlral tinrefranrc the decisi()n nrusl be
rnade.

ln tlrc SiruPs,,u r lse the iuint
venturr is bcing ternrinatc<l due to
heavy losses. !.stablished in l1)85 with
a t()tal irrvestnlent of just untler $10
rrrillion. the vcnture produccd wash-
ing nrachines prinrarilv frrl the do-
rresti(' l arkct. Salcs were booming
rlrlil llr( l.l.rvcrnnl( lll \ r'r ortrrrrtir
arrsteritr progrant lregan in late
l1)88. fhe austerity pr()granl
trimnre(l (onsurner incomes. [<rrced a
(utba( k in instituti()nal purchases,
and dc-cmphasized prodrrction ol'
('()rlsuDrer l)r-()ducls. Following
rr()nths ()f losses, Sinrl>son firsl pro-
posed closing the venture in August
1989. l'he venlure's Chinese part-
ners initialh resistt'd, bur finally
agreed in Novembcr l1|li1) after
krsses r orrtinucrl t() nr()unt.

Approval t() dissolve thc venture
( arne wilh re[larkable ease ()nce the
board agreed to ckrse it down. Tlre
board subrnittcd irs ;rpplication for
tlissolutioD to tlre 'fiirnjin l'()reign
l-cononric Relations and Trade Cotn-
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Joint Venture Dissolution

The re gulatiors clearly
allow for considerable
gouernment ouersight-
and perhaps inuolae-
Tngn[-in liquidation
proceedings.



rrissi()n (f [:Rl (:)-llrc ioint vcllture's
()riginill ( r )nl r acl :rppr()!irl alrth()r-
itr'-orr l)ccerrbt'r' {), l1}ll1}. and
lcccive<l approval tllree (lilys later.
'llris no rlrrrbt rellccls the liut that
th(] Tirlliin Brrrearr oI l-ight lrrrlustll
firlh blit.lcd the I;llRl(l drrling ear-
licr dis<rrssions witlt Sintpsott abottt
r losing thc rt ntrrrc.

Coing public
After a joint venturc rr't'cives

l)crtnissi()n I() lernrinlte ()J)cr'irli()rls,
it is le<;rrirt.rl to prrblir ize tlrt'der ision
in lotal rrt'rvspapcts.'l'lre <lissoltttiott
il n()una('nrrltt. lr hich ntttst be
signed lrr lhc chair lrran ol lhc lxrard.
prrls clc<litors ()n n()tice arr<l gives
tlrcrr (lc.r(llin( l,r sul)rril Illrir
clainrs lirl inclusion in the stllenrenl
,,1 .l\\i l\ ,||r(l li:rlrrlitrr'. rlr.rurr rr]r [,rr
lhe li(lui(litti()n plilll.

Nearlv orrt' yerr rlier lt<eivirrg
approlal to close tlrr vcntrrrc, Sintp-
son has vt,t to prrblish a tenninali(nr
aI11()un( ( Drrnt. llrotrgh tlrc corrr-

l)lnv finirll\ su(('('((lcd in gttlirrg a
(lr'uli rnn()uncen)crrt :r1>provt <l bv tlre
Iianjin Il..RI(i irr illarch llll)0, thc
v('nturc's (lhiucsc clrairnrarr ol thc
hoarrl has rclused to sign it, rlelaving

1>trblitati(,rr. f nl il thc ltnn()un( enrcrll
rs prrlrlrrlrtrl arrrl tlrc derrrllirre [,rr
lrling t lairrrs has p:rsscrl (30 tlals aftet
Prrblicatirrrr in SirrrPson s cast'), rrrr

assets (itn bc distributed. (lurlentlt,
the partics ilre (lc:l(ll()cke(l (,rr 1hc
issrre. Sirrrpson l>t'lie'ves its (lhinesc

I)artlcr i\ tleliher.rtt.ll dclir\ing the
:rtlrl()tlll(crrlaDl to ar()id Politital rt-
pc!'cussi()ns ()ver- th(' (l()siul{ (,l thc
r( nlurc, iUi(l rrra! l)(' slirlliIlX itl ()rder
lr) put t()g(ther alr ollcr to pttrthasc
lllc ent('r'l)r ise arrd < orrtintrc trr oper-
:rtc it..r rrgltt.rrr,,rrk<l irr tlrl ioirrt
\('lllUt_CS(()ntrr(1.

Formin g t he liqui d ation
commillee

After irrr ;rrrrr()rllrt t rncnt (rf (li\s()llr-
ti()n has lxtr 1>ublirhcd, tlre lx)lld ()l
rlir-cclor-s is rrrl)()tr(red to r!()rk ()rll
plrxetlrrlcs and principlt's lirl tlrc
litqr.ridatiorr arttl ttouritlrtc ( arl(lidites
Iirl the Iir1rrirlltiorr tonrnritttt. Thc
icgtrlatiorrs slipulill( lhal lh(' rnenr-
lrt rs of tlrc liqrrirlrrtiorr conrrrittee bc
\r'1.(lcrl lr',nt llr( l,,illl \(rlllr( \
lxrald ol (lir-e( t()rs. ln .ilsc lhe
(llIr( IorJ rJrtr(rt-(,1 ilr( rtttstlit-
.rl,le-t,, scrrc. tlrc lr,r,rrtl ur.r\ ir\il('
(lllinese l((()unlants lnd larr'lcr-s t()
s('r've ()r) llre c(nrrnillcr. l.()r'cign
lltntets attrl act'otrnlanls Illilr scr'\e as

a<ivislrs. Whilt' the regrllllti(,rls (,fli'r'
no grri<lance as l() what *ould nrakc a
(lirecl()r' unsuit:ll)lt'." in t ases wht,rc
rhe <lissolution involves a disputc
bel*cen the joiut lenture partners,
tlre p()tetllial firI c()nllict of intelcst
lright rcnder a board rrrt'nrber rrrr-
suitablc.

Thc liquidati()n conrrittce is as-
signed sereral lasks undcr the regula-
liot)\: ti,ltsl rhr.Plopeltr ol rlrr'loirrt
ventu[c: t(, r'crilt crerlitols' rights
arrd liabilitiesl t() wor-k {)ut a stalc-
rrenl ()l asscls and liabilities: trr
deternrirre Ihe l)asis for asset valtra-
rion:;tlr(l t() li)l.lrulate a liquidatiorr
plan. Ilrese tasks rnust all be a1>-

prore<l l11'the.joirrt verttule lxrard o1'

(lirc(l()rs.
Thc r-cgulatiorrs clcarlT' allow fot'

consirlelable l{(}1'crnrrcnt ()\('r'-
siglrt- .rrrrl pt rlr.rpr in1r1l11 111q'1,1-i11

lhe liquidati()n l)r()ce( dilHs. Arti(l(
l0J states thlt the exanriuation and
approval authoritt rnay send pcrs()rl-
nel lo "supelvisc" tfic liqui(lnli()n
prrxr'ss ultcrr it tleertrr tttt'esiat'r.
lrr,l(klitr,Ir. lllr' liqlli(l.llir,rr (r)rlrril-
lee r\ t" t'cpl,t'l r., lhr jt,inl \ennr( \
''(lcpilrlrrrrnl itt rlrarge l'r,r' exltrtti-
nali()n. r'c!_i[icat i( )n. anrl srrperrisiorr
oItlrr lrtlrrid.rtiorr 1-he<lt';,.rrtrrrerrt irr

rhargt' is usually the g()ternrilerrl

del)artnlent lhat is the bureau<'ratic
superior ol- tlre prin(ipal C:hinese

Parlner l() the.i()int \,eI|ture.
ln the Sirnpson case even th(,ugh

the (lissoluti()d of thc.joint r'enture
has not been arrnouncecl, a li<1uida-
ti(,n ((nnnriltce has already bcen
lirrrned an<l bcgun work. The <'orn-
nrilte( is c()rlp()sed of filc members:
two Sirnpson lepresentatives (includ-
ing the ventult''s general nranager),
t\{o re preseu I irt ives ol the (lhinese
p:lrtner's (()nc of whonr is the ven-
lurc s deputl genelal nranager), and
a I ianjin-registered accountant.'I'he
(r'rnttrnee ul.,o har u Ii.rnjin-regis-
tercrl larvlcr as its legal adviser-. \fhile
lllc venllrle \ dt Par lrncrrt irt
c htrge-thc l ianjin Bureau of l,ight
In(hrstr\'-has sent reprcsentatir'es
to sit in on thc.()nliritlc("s meetings,
it lrirs rt,,t irrlr'r lererl irr the r r'rtrrnit-
tet''s activities thus lar.

Alicr six rx)nths rhc litluidatron
conrnrittee completerl il preliDinitry
liqtridation balance sheet, whi( h may
necd t() be arlcnded il'any unkn(,wn
crc<litors file t lainrs alier the dissolu-
tion is finally nradc public. .[-he

c(llnlittcc cttcountctcd tliffit ult ies

corrrl>ilirrg the balan(e sheet as (lhi-
ncsc cnterpliscs do lr()t tend to keep
nx)ntllly balittl( e sheets ()r staleDlents
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itkrrtiflirtg uho or,rcs rrhlt lo
rth()nt-str( h stillcn)('uts arc u\ultllv
(llawn ul) {)rr an .lntrlral basis. lhtrs
llrc liquidati()n (\)rntllitt('c o[tcrr had
to check throtrgh all irrvoitcs and
(l('liler'\' n()ti(c\ to raltul:rte r,r'h:rl was
orvctl to each credit()!. as wcll as l()
rt'rily its own acc()urls re(eivill)le.
'llrc.joint rtlrture lh(,n scnt lctlct's t()
all dchtols an(l crc(lit()r-s in<litating
tllc anl()ullls ()we(l iln(l rcquc\liDg
llr.rt .l|rv rlr\l)lrtrs lx. rrrlrrrrirtr.rl irr
rrritirrg. No r('sp()ns.s s'ere rtrcircd.

Distributitg assets
()n(e lh(' li<luidation c()innrillee

h.rs firrrslr<.rl .rsr er t.rirrirrg .r joitrt
\'cllure s ilss(.ts an(l liabilitics. the
rcgulations stipulate thrl thc assets
he distributrrl irr the IolLrwing oxler
ol priority:
.'[i) (()ver expenseli ()l tlre litlrrida-
li()D ('()DlDlillec and frnr uDerill i( )rt ()l
rrctrrl)er'\ "l tltc Iitlttir|:rtillrr r',rrrrrrrit-
lcel
o'lir tleal lhc joint vcDture's (lel)1s;

iirrd:
o L, prr rlx p.rrti(\ r,l lhr i,rint
vcttlure according t() Ihe pr()p()r'liorl
ol cach yrarty's inveslrDent, rrtlless
slatcd othelwise in the .joint ven-
llrr'( \ r('ntr.r('t Jnd atti(les r'l .tss,'ti-
at i( )n.

'l he valuc ()l anv n('l irssets ex('eed-
irrg the arnourrt of legistered r apital
is t onsider cd profit on which inconre
tirx will be lcvied. l'hc li)reign l)art-
tl(r'Drtlst Pay ittcont<'litx only ()rr tlre
p()r'ti{)rl ()l n('t assels ()r rettlnining
Pr()perty thrl exceeds his investrrc t.

Afier asst.ts have bcen distrilrtrted.
tltr ioinr rr'rrtrrre nlu\t hc (i(.-tclit\-
tcrcd witlr the local A(lministt nt i()n
ol lndustrl irld (l(rnltnerce (Al(l),
th( ()rgaliznti()n thrt issue(l the
!eDlure's brrsiness li<crrse. 'I'lrt, AI(l
r-r(ltlires d(x urDenlal i()n denr()ns(rat-
iug that t lairrrs have bccn settlr(l and
taxcs and rlrrties paid belbre it will
(()r|lpletc (rn(ellati()r f()rnrillities.
'l-he AIC appears t() ltave the autlxlr-
ity lo overrule decisi()ns ()f lhe
liqrridatiorr ((rnlnitlcc. In ()tre case
rc'1>orted in l1)88, thc AIC requirt'd
an djustfilcnt in the division ol net
Pro('eeds bclween lhe f()reign aDd
Ohinese partncrs. grarrling a larger
share to the (:hinese p rry.

()n(e thc .joint vetrrure has been
dt-registered uith AI(1, a lrrrrnal
rdverlisenrent is plac<'d in local news-
papcrs t() gi\e publi( notice ()l the
tet-Drinati(rr and iitlui<lation of tlre
joint venture.

Simpon's liquidation
committee ofien hai to
chech through all in-
uoices and. deliuery no-
tices to calculate what
wLs oued to ea.ch credi-
tor, as well as to aerify
its own aKou nts receiu-
able.

Simpsons liqtrirlation conrnrittec
has dlawu up a sliglrtly revisc(l list {)l
1>rir-rrities. <listribrrting asscls to pirv
ofl:
. Secured l()ans;
o Liqrrirl,rt iorr a(,rrrrillt-e (.:(lx.n\c\l
o ['axes irrrd tlutiesl
o Llnst'<'urc<l cre<litots (inclrrdes sup'
pliers, ultsccure<l l()ans, warranty
()bligirti()ns, etc.); an<l
o Parties of the joint ventur-r'.
As long as ils partnt'r's renrain tlead-
krcked over tht. dissoltrtirxr arr-
n()uncernelll, the Sitnps()r joirrt rerr-
lure contillues t() incur cxlrnses
(interest on krans. lbr cxrnrple).
Iirrther lerlucing thc assers available
li)r' e|enrual distributi()n. Sinlps{)n
cstinratcs that u'lrt'rr it <let itled to
.l()se thc vcnture. assets worrlci havc
been suflitierrt to Pav all ct'editol-s:
<lue to rnorrths o{ delars bv thc
(llrinese ri<lc. h,rwctcr'. Sitttlr:.on estr-
rnates uDsccured creditors rrray now
get orrly partial (()\elage.

Yaluing assets
'fhough the pr'(xess nrirv seern

st raigh t lirru ard ()n the srrllace, the
rcgulations lail to addrt.ss three
issues ([itical in any joint renture
lcrminal i()n-valuirt i()n ()l assets.
terminalir)u of labor contracts. and

I)l()te( ti(ltr (,f llr( lr)reigll l,all'ttler'{
nilnre, Irir(leorark, and te< hrrolo61,v.

Beeatrsc the regulations ildicate
thal thc liquid:uiorr currrrrittee ir
r'(slx'n:ril)l( firr vulrlirtion .rrr<l distli-
lrtrtion l,l ilssels. u less tlrr. joitrt
vcD(ure ('()ntracl clearll spclls out
lrow the value ol assets is to be
deternrined, this issue must l)e nego-
tiirted between the lirreign;rnd Chi-
nese pallners. Itt ntant' cases, assel
raluatiorr will alsrr irrrolrc rlrc p:rr rir i-
patioD (,l a China-certified accoun-
lant.

Nrg()liirti()ns ()rcr' ilss(l valtrt. art,
lrourttl to be dillirult. lrr rlrses rr'hcrt.
a j()int-r'cr'ttrrrc trrDlracl lernr htrs
errrl rl lrrrl tlrr (.lrirresc \i(lc-(,r il\
own or li'itlr ilr()thcr' I)illlner-will
.()rltillue l() ()l)('t'ilte lhc enlerprise,
lhc (lllirr('se trill n()t rvish to rccognlzc
such irrtangibk s as valrrr. ol' teclrnol-
ogr', going (()n(enl (thc lirtlre
l'aluc ol the crrtcr-prisc), or "grxxl-
will (tnharr<c<l lirturc carrrings rc-
sultirrg lirrrrr gorxl r-t.lal ions, r c,
sper trrl rr.rrrrr'. t tr.t. rr'llt lr terrr.urr
vagur conccpts irr (ihirra. l hc firleigrr
parly, lr()wever, will prcsrrlrrably wurrt
to placc a high rirlue orr lxrrh tangilrlc
arrd irrtangiblt. asscts, as lr'ell as

prot('( I ()r restricl lhe (()tltinued use
of its narue an(l intelleatlral pr()l)erlv.
Sincc a ttt gotiatirrg rlcarlliuc is clli'r -

tivelt rlctcrnrint.d bv tlre tclmination
rlJl( r'l tlrc j(,irrl-!,( rrtllr( ('ontr.r( I

assets gr.nelallr' r t.veat l() tll(' (lhincsc
sidc lrlicr tcrrrrination-and joint
venlrrlc plarrt arr<l cquipnrt,ut is oltcrr
ctrsl(nrr'ntade arr<l thelelirrc of littlt.
valrrr orrtside thc j()inl \'(,llure, Illc
Chincsc sitle rrrav have lh('negl)liilt-
ing lcrt rage.

Itt rlrsr's rrlrt rc tlrc \'(.lull'( i\
lctlllitl.rlirlE l,rr.'t' 1,, llr(' rttd ol rtr
c()ntrir(l lernr, lxrth sidt.s rvill prob:r-
bly rvirrrt to !lllr(. assels lrighly. an<l
neg()liirti(nrs Drrt n()t l)('a pxrblcrrr.
Houet'tr', :tssct valrre orr the brxrls
rna\' rtot leller t at trral <lisposal valur'.
The Sirnpson ioilt verrtrrrt s equip-
rrlcrll w s cusl()tll-built l() nranular-
tttrc a spccilic pr'(xtlct un(l \vill ()nl\
havc scrap valtrt.. Sinrpsorr has hirc<la
Chinr:sc cquiptrrr'nt c{)tll)itlv t() ils-
sess thc zxrnixl, nr:rrkel vrlue ()l ll)c
vetlltltc s tartgiblc assets irr order trr
tlelerrtrinc how ntuch tastr worrkl
arlrralll be raiscd through thei!-sitlc.
lhe stu<lr has rrol vt't heen torrr-
pletrrl. but Sinrpson lrrrtrkl prefer tlu,
Clrittcsr sirlc to l)u\ tlt(, t.rrtelprisr
inta.t, whicl) rrorrld llrirrg a rrruclr
lrigher price thirtl sellirrg the asscts
piecerrrt,al.

Letiing worhers go
Ihc Iatc of a lirlriidatcrl .joint vcrr-
turt s lalxrr Iirlct is alsll likclr to
pr()vc lr scnsiti\r' issue. 'llre regrrla-
tions sar nothing lboul tl)e disnlissal
()r (otrrl)cnsali()!r of errrpLrtees, al-
thorrglr gttid.rtrr r' r)n scrr'r'illr( e l).r\ t\
inclu<lt,d in tlrt. l{)84 lnrPlerDerrrirrg
ProvisioDs Iirr loint \i,Dtrrre l-alxll'
Itlanagcrnent. rese plor'isions rc-
quir'c cach erDPlovce t() r(,('( ive scv(,t -
anct' lrar' of ()n(' l)r()n(ll \ salart Ior
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each vear ()f empl()ymenl al the
venture.

ln Sinrpson's case, the AustraliaD
general nranager invoked [ris contrac-
tual right to fire stall in f)ecernber
l9ll(). when he released the venture's
stafl of 400 dcspite thc objectiorrs of
the Chinese partners. All stafl re-
ceived the required severitnce pay.
The Tianjin l,abor Bureau was ad-
vised of the action before il txcured
and raised no objection since rhe
gerrcral rnanlrger was actirrg witlrin
his ('ontractllal authority. The laid-
ofl crrrpl,'veer lravt renlrned t() their
original work unit-a rlefunct < arpet
factorv-where thev are housed and
draw 70 per<:ent of their forner
salary fr()m the j()int venture's wel-
Iare fund. Otlrer.joint ventures may
not fiDd lhis issue so easily resolved.

Relying on contracts
Since the regulations allow the

Chincse arrd [r,reigrr pirrtie,' t,r ajoint
ventrrre to address questions of
termination in the .joint venture
contract. nran_v oI the nrore problem-
atic issues can be addressetl uplront
to guide the dissolurion proress. [n
particular, ftrreign c-onrpirnies slrould
seek to specil,v rhe con<litions under
whiclr rlissolution is leqrrircd. in
order lo avoid thc delavs Simpson
experienced ilr convinting its Ohi-

nese partners to close the venture.
This might be accornplished, for
exarnple, by specifying a dollar
anrount ()f cumulative losses that
triggers dissolution unless the parlies
are able to agree on restructtrring the
(ompany's capitalization. Another
clause could require termination if
any supplementary agreement to the
joint venture (()ntract (e.9., technol-
()gy transfer agreements, export dis-
lribution contracls. trademark or
patent licensing agreements, etc.) is

terminated berause o['a breach by
the jr)int venture.

Foreign conrpanies should also
include in their joint-venture c()n-
tracts specific provisions regarding a
Chinese buyout of tlre c()nrpatry upon
contract termination. The provisinns
should stipulate a mechanism to
evaluate the buyout price, perhaps
allowing the participation of accoun-
tants or appraisers appointed by each
party. This would increase the likeli-
h<md rhat intangibles such as good-
will be included in rhe valuation.
Sirnilarly, language could be inclrrded
that would lay out procedures for
asset valualion in the event of earll
termination. Sinrpson avoided prob-
lems with its partner over the valuir-
t ion of tangihle assels by spe(ifving in
its joint venture contract that assets
w()uld be valued at replacenrent cost.

Conrpanies should also take steps
up fr()nt to protect their names,
tradenrarks, and technology in the
event of termination. Each should be
registered in the foreign company's
name and the joint-venture c()ntract
should deny or restrict their use
following termination. If the foreign
partner is transferring technology
under a licensing agreement, the
technology import reSulations gener-
ally require that ownership of the
technology pass to the licensee at the
end of the li(ense term-which
usually corresponds to the term of
rhe joint ventrrre. However. it is

possible firr the conlracl lo reslricl
c(rntinued use of the technokrgy or
require its retum to the foreign
partner upon joint venture termina-
tion.

Thinking ahead

Until more precedent exists, for-
eign courpanies will have to think
through all contingencies and pre-
pare f()r them. New joint ventures
can take advantage of recent revi-
sions in the Joint Venture Law to
negotia(e ventures with unlimited
lifelimes. However, complete treat-
merrt of dissolution procedures and
asset disposal should be included
even in new c()ntracts to prepare for
the possibility of early termination. t

Puzzled by China's new investment climate?

sI
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China's Trade and lnacstment Organizations.
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Gainirg Visibility
Sino-South Korean commerce is becoming too big to hide

Thomas E. Jones

Y rrrrrrorcrrrtlrt rrr (,lrrrr.rr ct,r.
I rr,,,,ri. rrl.rti,,r\ r!itlr ir\ i(le(,-

I t,,g,,.,tt, rlirt.rrrt rrciglrlr,rr
-l- S,,rrtlr Kr,tr'.r lr.rs hct'tr ,'trt' ,,1

tl)( rn()st pr'1lrnisillg Iccerrt der'r,lop-
nrcrrts irr (llrina r orclrll tratlc arr<l
irr\ ( slrIl( ul l,ir IItl { . Sir t( e (lit e( I sllil)-
pirrg rs.rs initiatcrl in l1)llll, tr-a<le arrd
invcstrrrcnt huvc exl)a d('d r'ilpidl\',
dcsl)itc lhc political turbulerrcc ol
l1)lt1). llilarclal rlir(le hir $:1. l4 l)illi(,I
lurt 1r'rrr .rrrrl tr,pl,trl $l.i lrillrorr irr
tlrc lirst hall ol 10110. while il lhc
sarrre pt'rirxl apprrrrcd ( ()ntract(.(l
inreslrrrcnt t()tal('(l ${i:l rrilliorr, <lr-
spite ongoiug prolrlt'rns inhibitirrg
lrrrrrttcsr rk rt l,'Irrrerrt. Ilr( ur',\l \iH.
rtiIicartt arrd obviorrs-obst at'le to
Iulthcr' dcrcloprnent is tlre la<k ol
clipkrrtlttic r'clati()ns. Ii)r with()ut li)r-
nral tics bilatcrrrl lri(le. invcslnleut
pri)teali()n, and tari treatics tarrnot
lx' ( onclu(l('d; (()rIx)r'at( rel)r'cscr]-
latire olii<'cs carrnot bc establisherl to
lnr ilitatc lrrrsincss rlcals in eitlrt l
t'ounlrr: risas (Jn||(,1 l)c ol)taitlc(l
tlilcct lt: <lilect torrrrnerrill llights
t lrrtnot be Pcl ntitte(l ()n ()thel tl)an ntl
or'casion al clrartcr basisl arrd
bttsincsspcoplc s rl(( ('ss t() g()\'cr n-
I|r( nl ()llicinls is liDlilcd.

I)t'sPrte tIrr'rt IrlrrrII( \, l)rlsrrl(\s tr'\
hlrte cxparrrlerl through cflirrls on
[)()th si(les. I'[re (]hincse gr)r'crirnlcnt
rtrxr allirtrls grcater lcgel prott'r'lion
to Solrtlr Kr,re.rt htr.irrersr.s. wlrrt h rrr
lrrr n havt nrairrtaincd trarlt arr<l

irrvestrrrenl dulinl{ it (lilli(ull l)eri(xl
l,,r (.lrirr.r lrcrr rvitlr tlrc c,,,tt,,ttrir
<liflicrrlt ies slenrnring florn (lhirrr's
arrsteritt proglant an<l the leadcr-
ship's polit ir ul corrservatisnr sirrce
I-i.rn.rnrrrerr, Sir rr -St 'rr t h K,,rt;rrr hrrri-

Like tfuir Taiuan coun-
terparts who haue suc-
ceeded in China without
dipLomatic ties, South
Korearu are puing
ahea.d with business.

ness relations r ern:rin :'l r orrg. Thc trrrr
sidcs irnnouut'cd iu lalc O( l()ber lhat
they worrl<l establish tra<le lrlonrotiorr
oftites irr ea.h ()tllet-s (irl)itals, bul
the (lhint'se arc rrnlikt'11 to go [urthel
fol the tinre being fol feal ol
ollcrtding N()rth K()trir, arr llll ol
reDc$'ed itllP()rtant e to thc r onserr'a-
tivc (lhinese lea<lership. Nclt lthe-
less. likc thcir lliuan counterparts
wlro har'c strcceedcrl irr (lhirra withotrt
dipl(,rnati( ties, S()uth Koreanr art,
plving ahead witll business.

Feto Tianannen jifters
l)espite tlre lack ol direct Ilights,

cttnrbersonre visa leqrrirenrents. an<l
lalkrtrl over" l_iarrannrt.n, rl()rc thirn
2,ir00 Sorrth Kolt an busirrtss dclega-
ti(,ls visile(l (lhina irr l1)lt1). urr

inct'east' ol- oTer 70 percent fronr
ll)flU. Whilc Bcijing in l9lt1) re-
c()r'(led a 50 per'( cnt (lrop in L'S an<l

-lapanest' visit(r's-wll() c:rn lrlrr'cl trr

Thonas E. Jond is ft\ident parln?r I
lfu Reijittg ofite of (hudcrt Rrothers,
uhtrc he has otrisled severol najor Soulh
Korea .orporaliorts m their inilitl
itlve.\tmotls i n Chi a.

(,lrinu with lelativc r.ast'-tlrt. rrrrrrr-
lrr,'l S,,trrlr K('l(lrrr risit(,rs irr.
r leasc<l br nrore llrarr irO pcrtcrrt.
lrrtett,.t lr:rs rrrrr:rirrtrl str,.,rg itl
l(){)(l: I11'rr } . r r r r r .r r r - | r r I r . Sr,rrtlr k,.
Itans rePrt,serrlc<l the li[lh l:rrg(.st
nati()rral giouP risiting lleijirrg. al-
ttrost <krubling l()tal 19t31) figures.

Nlarl'ol the South K()rcrns visiting
(lltina are pr ()spc( ti\'(' brrsirress-
pt oplt cxl>loring oppoltunitics cvcn
thorrglr t lreir r(,rrnterPaltr Il'llrrr
\4t'stcr'rt ( r)unlr ics have tcnderl to shy
a\\ar Ironr (lhina sinct. .Junc l1)tt1).
'l he luly l1)81) []eiji g Internatio al
lair, IOI cxanryrle. rlas rtleIl(le(l b\
onlv ottt' (1S (()rr)l)lnv, whilc rrtili()r
S()uth Kot eart corrtparties rx'cupied
('ighl b(x)ths. Tll( autunln lllUo
(;uiulgzh()u 'lladc Ilir uttra('tc(l a
r ccor (l nrrrrrltcr (,1 Kott,arr
husirressl>t'oplc, wlro sigrrcrl t on-
tlacts rrrrtlr ort.r S2i> rrrilliorr.

[lrc nrr ^t risiblt' Krrtt'ttt tottttrtrt-
rrrerlt to (lrreloping btrsiness in (lhina
has bcen Sotrlh Kor-earr cornparries'
\uplx'rl r'I tlr(- .\.r.ur (,.rrrrtr irr
llei jirtg (rlr p. I-)2), whrr'(' l)r-()rlin('ntly
displave<l billboarrls br()a(l.nsr rhe
I,,t'ttrl,t lr sr'r r'r't tr.rrlirrg rel:rti,rrrslrip.
S, rtrt lr Kort.rrr slxrrrr,rt's .rttrl.trlrrlti.-
crs tIrnatcd rrrilli()!ls ()l (l()llars w()rtlr
()l- cquil)nr( nt t() llle (;anlcs.
S.rrrrsrrtrg. Sr.rttgr,,trg, K0rr'.rrr,\it,
lnd l-u(kv (;()l(lstxr Cor1r., Iirr exanr-
ple. dorrated lclccorrrrntrrrications
cqrriPnrcnt, c(r()t- lclevisi()n sets, irnd
sp()r'(sir('ur, rr hile Dat.woo (irrp.,
llvttrttlai (ior'P.. and Kia lt'l{)loIs
donated vehir les. South Korcan t onr-

Parrics sperrt orcr $11 rnillio!l on
billboar'<l a<lvcrtising, altlrough all
ads had t,r rclr.r'Io lhc Asian (;atncs
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it d were l)clrritle(l l() use (rll\'lhe
lernr "K()rea, n(,1 "S(,uth Korea" ()r
''Republic ol'Korea."

Even in rton-brrsirress areas Sorrlh
Koreans have bcen eager to in(r-ease
((nrtacl i!itlr tlie (;hinese. The \4lorlrl
l'ear e Throrrgh l..rrv (.on[ererrr'e, l,rl
instance. schc<luletl IirrJull' I0tl0 btrt
postponed until l\{ar< h I 990, was not
able to recoup all thc foreigrr attetrtl-
t'es wlrr> ha<l oliginally signed up. Bul
lhe Soulh K(,reans !'ernained eaget'
parlicipants, rlakirg a signili( ar1
a()ntributi{)n t() the success ()f lhc
( (mference.

Stable trade
ln addition to irr< reasing its visibil-

ity in the firreign business cornnrtr-
rrity. South Kolr.u is also leaving its
rnark in China's cust()nt books. rank-
irtg as Chinr's sixth largert trarlirrg
partner in I080 (cotrnting direct and
in(lire(r rrade). Sirrre political lirrrita-
li()ns prohibit a<loption of a bilateral
Irade agreenrent-atrd therefore the
extension of preferential tarifl rates
to South K(nean inrports- 1989's
$ll.l4 billion trade volume is espc-
tially, impressive. Bl c()ntrast. Sin()-
North Korean trirde regrstered only
$457.5 ntilliort in 1989.

Though South Korean goods are
subject to higllcr (lhinese duties thirn
those of most other trading partners,
(ihinese gtxtls arc subject to a
uniform tarifi rate applied by Sotrth
Korea to all c()untries. China has
taken advantage of this treatnrent trr
become S()uth Korca s sixth largesl
trading partner, afrer the United
States, -[apan, West (ierrnany, Crn-
ada. and Australia, and now accr>urrts
ftrr over 80 percent ()f South K()rea's
trade r,r'ith srx ialist tountries. China's
rxpr)rt\ t() S.'lrth k(,rea c(rnsist
rnainll of raw nraterials such as

< hemicals, <'oal, and non-fert-()lrs
Dretals, as well as sorne finished grxr<ls
such as textilcs. Most Chinese cx-
p(n-ts are shipped to Korea fronr
Shandong and l-iaoning, nonheasl-
ern pro!inces fa<ing South Kore:r
across the Yellow Sea. Top South
Korean exports t() China in(hlde
r lrenric al fert ilizer s. plastics. tek'r i-
siorr rrronitrrls. steel, uredical cquip-
nlent, househ()ld appliances, and
electr-ical grxr<ls.

Gr<>wth in Sino-South Korean
lrade can be attributed in part to thc
cstablishrnent ()[ representative ()l-
fir es in Clrina by several major South
K()rean cortpanies. Even though

lhese ()ffices nr.rst be opened b,!

third-.()untry subsidiaries, Sanrsung,
Daewd) (i)rp., Korean Air, Drxrsan,
Korea Synthetir' (ir., Lucky (ioldstar
Corp., Kolon, ancl Hyosung have all
done so. ()thers, including
Surrkv,'ng, Ss.rngyong. Asiana Air',
and Jin Ro send representati\es l()
Beijing periodicallv irnd are consider-
rtrg openitrg r epr csenlrl ive omr'cs.

Probably nrore inrportant than the
establishnrent oI represenlatire of-

South Korean inuest-
rnent seenls to be grow-
ing in aalue, perhnps
r eJl e ctin g irure as e d c on-

fiderrce in China's in-
aestment enuironment.

fices, howcver, wrs the inallgurati(,n
of dirert shipl>ing in l9ftlt, whilh
enabled tradc t().tunrp $ I billiorr over
1987 levels (.r./ Braph). Sinte thcn
trade v()lrrDles havr remained fairlt
stable, th()ugh the balance ()l rradc
Iras clranged nrarkt'<lll'due t() (lhill's
drire tr' irrr'r'r,.rrt exports .rrrrl Iirrrit
irrrpor ts. Irr l!lt{!}, Srrurh Kl)re:r rr.gis-

tered its 6rst significant trade deficit
with China. lhe balance ol u'ade in
1990 has continued to rnove further
in China's firvor with first half 1090
South Kor-ea exports to China valued
at $690 millioD and impolts at $909
rnillion. As the balance of trade shifts
further in (llrina's favor. lack of
preferenrial tariff treatnrenr ft)r
South Korean products will become a
greater irritant t() the trade relati()n-
sh ip.

Buckinginaestme trends
Thotrgh trade levels seem likely to

remain sonrewhat static f()r the f()r e-
seeable future. South Korean invest-
ment in (lhina is increasing signifi-
cantly, with Dlore pr()jects
commerrcing over the past year lhan
ever beft)re. -Ihis growth refle.ts a
nrore welcoming attitude by Chinese
authorities cager to recover from the
effects of Tianarrnren. in addition to
China's st:rndarcl attractions: cheap
labor, atrLrnd:tnt raw materials, and
huge rnarket.'l'he moderately pri(ed,
mediunr-level technology ol South
Korean conrpanies may be tr()re
suited to (lhina's level of develop-
nrent lhan expeDsive JapaDese te(h-
nologl' and < ould Irelp China inrprove
its bargailing p()silion u'ithJapan, on
which it hrrrg lras hcen deperrdcrrl Irrl
advanced e<luipment. The Chinese

Sino-South Korean Trade, 1986-90
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have not enact( (l cxalLrsive irr\( st-
rr(.nr in( erri\cs l()I S()rrrh KoIt';rrrs as

llr(')' hav(' lirr' -lrriwatt invesl()r's (.r,,.'

71d (lBl?, Srl)lcl|rbcr'()t tobcr l1)l)0,
p.ill.lt. tlror rglnt,rrrrl.rlrl ir rr errt ivr'' l,,r
.r ll [i,reigncls (l() al)l)l).

l)rior to llaltlr l1)ti0, onlr trvc
rrllrj()r Korearr ('ulcr-l)!ises !v(re ()l)-
crating.i()inl \r'nllrr('s in (lhina. tly
thc end o{ Jrrlv l1)1)0, a total ol 2:-r

joint verrlurcs :rrrrl wlrollv Iirt'igrr-
owned enterPliscs valued al ()v(r'

$24 nrilliorr-wcrt in operation. An-
other 2li I)r'oi('(ts w()rth o\tr $:i1)
nl illio n. nl()stlv signed aItcr
'I-ianarrnrerr. harl olrtained Bank ol
Korea approval (tlrc Iinal stagc ol tltt'
Korean apploval plocess) btrr harl
n()l yet (()rrrrr(' ((tl lttll operaliorrs.
A t()tal of 1.1 l)r()j( ( ls w()rth ()vcr $:l:'l
rnillion welc pcn<ling apploval. rvltilc
sc!eIl ()lhcrs \t(,r'tlr ()ve[ $3.1.5 rrril-
liorr sere undcr prclilttinar-v consi<l-
(r'ali()n bY lhc K()r'('an g()\'ernrlcnL

'lhe bulk ol Sorrth Korean irrltst-
nl('nt in (ll)inil has bcett irt lalxrr-
rrrtr.rr.ire irrrlrrstrics rr'qrririrrg rttitti-
rrral capital cxpcrr<lil rrrcs. (irnccntr'a-
l({l irr llr( l,t,trlllr liorl (rI elr(lll,lll{
grxrds, tors. l)r'(xcsst(l f<xrds, a1>

palcl, and horrst'lrol<l itenrs ratlxt
lllln in pr i()r it\ ur( as \lrcll as encrgr-
lln(l inlr-astt'u( tllIc. South Kotcatt
pxrjects plinrarilv target thc dourcs-
tic rnarkcl.

(lurrent tl'cllds. ll()wcver, in(li( illc
lhat the villuc ol Sottth Kolcnrr
investnlent (i)utlirals is grorting. 1x r-
ha1>s rellct tirtg ittct'cased conli<k'Itct
irr (llrina s inr'<'slnrcnt crtvirottnlt'trt.
'I hcse larger itl\( \lnrenls are incr'( ils-
ingly l(xalc(l irt rt()r'llrern provin('cs
trerrt' Sottllt K,'rr'.t, r.lrilr r'.rr lit l
pr'oje< ts terr<lerl to l)e l()cated plirlar -

ill in thc Sp< r'ial l,conortric lrtcs
(St-Zs). l'i,r cxarrrPle, ol lhc filsl 2a)

Sotrth Kor'carr l)r'()iects tlral llirv('
gone into r,l)crirti()n, l7 involvc
investrrenls ol l<ss tlran $l nrillirrrr.
Dacw<xr Electl.rrrrits (brp.'s ${i rllil-
li,rrt reltilict.rtot'llrr t,,rr in Ftrzlr,,rr rt
by lar the largcsr o[ this grouP.

In c()nlr:lst. (,1 tlr('2:i appx)\c(l hul
n()t vet firlly ()prrlti{)rtitl pr(ie(ts, l{)
ale !!()r'th ovcr $ I rnillion antl l1) alt'
t() be (stilblisllc(l in nottheastt't-rt
r itics. Bttt llrut lt'r,ur Sanrir k (iol'p r
$llt nrillion piiln(Fnranlrla(tr.r-ing
.jointTenture irr arbirr. tlle in(r'cii$c
in investnrcnt is slight; onh [.rrtkr
(ioldstar- ( ir p.'s r()lor televisi()n
joint venturt' i!) ZhulIri, Sltnlr:rrlg
Frxrd's nrxxlle-lrroducing joint vctt-
ture tr Qirrg<Lro, and lhe l]rxrn
Oairle's joirrt v(nture in Slrenvang
inv()lve investnlcnls over 92 rtilliott.-fhe nrost rc((nllv pr-op()sc(l l{
pr<rjects, hrls cr ct-, involrc invtst_
nlenls in cx(('ss ,r[ $l ntilliott itt all
l)ul ()ne (lrse. llrc lalgest ar-t''lirrrg-
Il \ $ ltl rilli0rr r rrr' PaItr i,rirrt
vcnture in Qingrl:ro and lll"ttttdai
(irrp.'s $-l nrillion ploject l() rlrlnll-
facture serrri-lirrislre(l tungslen l)r'(xl-
rr< ts in.liaugxi l)rx'irrcc. Nonc will he
lo<ated in an S!ll, antl rcalh all nill
bt' l<xatetl close to Sottlh Kolca.
prinrarily in Shand()ng, Hebci. I.iiro-
ning, and.lilirr yrlovinces. Thc rrlrtrtt-
rla'ce .l- 

",1r,r1, 
1.1,,,t.15-tnattt' ol

rrhunr art rtill llrrcnt irr K.rr,rrr -irt
Shandong arr<l [-iaoning is partictr-
larh' appealirrg to Soulh K()r('al
inlestors. ltt atl<liti()n, the l)()Ils ()l

Qinhrrang<lao :trt<l I'iartjin in llthci
ar rr'ell rrr l).rli.rtt rtttrl YirrHk,rr itt
[,i;ronilrg ollt'r' tr'('rlcn(k)us p()tcrrtiirl
:rccess to Korcan shipping.

Korean government baching
The incrcasc irr South Kolcurr

inveslnrcut stcnrs in palt Iirrnr scvclal
Soulh Kolciur g(,vcrnrrlerll irtitiativcs
that hlrrc inrPlovc<l (r,rnpiluics it(-
r'ess to clc<lit ln(l insuran(e ln(l
dcrrrorrrtr.rtr,rl lriglr-lcrrl \lrl)[x,rt lor
Korean iniliativcs in socialist rotrrr-
t r'res Ilrt,.r,nro!' \ llc pJrt r'l l'r(\i-
rltrtt R,rlr l;rr'\lirr's N,rrtlr l',rlrrr"
to boost Sorrth Kolea's stanrlirrg rvith
Nur th K(,r(:r'r tluditirrnal .rllits-
irrlrrdilg (ilrina.

Perhaps t h<' rn()st signili(itnt
t'hangcs h;rrt r()nle in the tt':rde
6narrce art,rra. In earlv l1)81). lhc
g()vernrnrrrt allowetl Hartil lJattk,
Bank r>l Storrl. (irrumercial llank.
Korea !)x<hangc []ank, (ihrr llcrrng
Barrk, K,,rr'.rn l'irst ll:rnk, ;rrrl SIritt
Han B:lnl lo t'ntcr into (()r-r'csp()n-

dent harling agrceDrertts with tllc
Rank ('l (:lrilrr (ll(Xi). Thcsc agrct'
men(s crrill)le lhc Korean bar)ks t()
open I:lltr-s o[ trerlit [<rl Kolcarr
traders. Ilrr ilitatiug tw()-w:ly lra(lc
anrl folt igrr cxallilnge lransaali()rs.
The Il()(; h:rs also entcrt<l ilto
corresporrrlt.rrt banking ar r arrgc-
rrrents rvith bralthes of for'<'ign hanks
lx'atc<l iD Krrrt a, Iurthcr t'asittg
finan(c illrarllemeDls lor
bttsinesspt oplc.

OlhcI govcrrrrtrcrtt rlleastltcs lltat
lrrrre lrellxrl l,rxrst Sirtr'-Sorrtlr Kr.
r(,rn ('.rrrrrrrcr('r' rrt,'ltrde,lr.ttrgcr irr

the apl)r'r)!nl Plot ess for' Kor'tatr
inrestors irr sotialist corrltrics. Al-
though tlrt (.hirrcse clainr the South
Kolearr apploral pr'()(ess is (r\clll
sr licl arrrl plohibitive ol gt'calt'r
investnrcrrl irr (llrirra, the pr'oct'ss ltas
in fact lx.crr It.laxed. lrrvt,stnrcrrts
rrndcr $l rrrilliorr rcquirc orrlr' []alk
oI Kor'ea apploral, rvhile thosc srrlth
,areill('r ilnl()llnls lntrst first l>t ctatn-
ined lrr tlrc lntclnatiorral I'livatc
Econonric (irrrrrtil o[ K()r'(l (ll'!.(:K)
.llrd tllcn l\ a r rr in iste rial-level gov-
ernmctrl ('()Dlrrrillcc befot t' goittg trr
B:rnk ol Kort.a lirr 6nal apploval.
AccoIdi g to K()r'ean s()ur('(s, ll)-
Pr()rals aIc r(,lrlinclv gr:rnlc(l li)r
in\ estnr(.lr projccts in (ihina.

Soullr Kort'arr inreslors in Oltirra
norr also ltavt, l((rss l() g()v( r'rurtclrl
soft Lrarrs arr<l political tisk insur-
artce. -['lrt Lrans, providerl throrlglt
the Ec()n()rli( l)t relopnrcnt (irxrprr-
nti()rl l'lln(1, rra\ ( ()\'eI tll) t() 1)0

perccnt ol:rrr irrrcslrnenl. Srrclr Irrrr<l-
ing nrar 1x'r'rrit lillure S()trtll K()t'ciln
irrvestols to l)lrlti(il)nte in lligh-(()st
crcrgl'.rrrrl irlr.rsllu( lllle I)r"i(r l\ ill
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Establishment of repres€ntative ofEces and sponsorship of the Asian Games have

made South Korean companies like Korean Air more visible in China.
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The only E n g lish-language
newspaper out of China, brought
to North America by satellite and
distributed out ol New York.
every day except Sunday.

Complete coverage of what's go-
ing on in China, with daily
business reports and an expand-
ed Business Weekly every
Monday.

President Ronald Fleagan said of
it in May 1986:

"CHINA DAILY has made
important contributions to
mutual understanding. "

And its readers sard:
" Excellent newSPaPer!"
"As an executive involved

in an international joint ven-
ture with a Chinese gover n-
ment agency, I find your
newspaper absolutely indis-
pensable in keeping up with
the latest politacal, economic
and business trends in China."

"China Daily is a f ine new s -

paper, written honestly and
forthrightly. The information
is concise and correct. "

"l like this newspaper! lt
is one of the most persuasive
and enthusiastic publications
on economic development
anywhere in the world. lt is
written in lively and straight-
forward language."

"Very informative, keeps
me abreast of the current
situation in China. "

Jt

KNOW
CHINA THROUGH
..CHINA DAIIY"

) t North American Edition

Let "CHINA DAILY" update you
on latest Chinese policy and lay
belore you the vast opportunities
ol the Chinese markel.

Take advantage ol our SPECIAL
RATE at 200/o off regular price.
Send your subscription today to:

China Oaily Distribution Corp
15 Mercer St., Suite 401
New York. NY 10013
Tet (212) 219-0130

Enter my name for:

I a one-year subscription at
$1 12.00

.- six-month subscription at
$62.40

- Payment enclosed I Bill me

You can't aflord to miss
CHINA DAILY.

Be inlormed.
Subscribe.

NAME

co.

ADDR

TEL

(ll you already have a

subscription to

CHINA DAILY, please

give this to a lriend.)
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Eyeing North Korea
Chita's rdatiotu Dilh Notlh Koreu

play a cenlral nle in th. dar.lo|rnatt of
Sino-South Korean commercc. Associale
Editot Dan R.ardon r.ce l, spohe uith
Ralph Clough, professorial lecturer at
the Johrcs Hophins Scfutol of Ad,tantcd
lntcnatioraL Studi.s, aboul lhc pros-
pects tor charge betucpn China ard lhe
Korcas.

CBR: Hou do thz PoLitical linhs
betu..n Norlh Korco and Chita aflect
Sino-South Korean commetcial rcla-
liots?

Clough: Although Sino-North Ko-
rean relations have not always been
good, the two sides have rnaintained
close ties, starting witb Kim Il Sung's
participation in anti-Japanese guer-
rilla warfare with the Chinese com-
munists in Manchuria in the 1930s.
The North Korean leader speaks
Chinese and long has had personal
relations with Chinese leaders, in-
cluding Deng Xiaoping. The eco-
nonric relationship, however, has
been more important to North Korea
rhan China. North Korea remains
largely indebted ro China for
"friendship prices" (below the mar-
ket rate) for Chinese oil. Currently,
two-way trade totals ab()ut one-sixth
rhat ()f Sino-S(,uth Korean trade. and
the gap is likely to widen.

The close political links between
the two countries have prevented
dipk)matic relati(rns between China
and South Korea. Although the
Chinese stress that trade with the
South does not hinder its long-
standing friendship with the North,
the North Koreans insist that any
trade be conductcd unofficially.

CBRI Har there been an1 change tn
Chiru's relatiow uith Nodh ond So,,lh
Korea s itrc c 7' i atwnmen?

Clough: The Chinese and North
Koreans have traditionally referred
to their relationship as "lips and
teeth"-naturally complementary.
Since Tiananrnen and the changes in
Eastern Europe and the USSR, the
leaderships in both China and North
Korea have felt beleaguered, and
have moved closer together. In No-
vember 1989, Kim Il Sung made a

secrer visit to his "old, intimate
friend" in Beiiing to share a "com-
pletc unanimity of views" on all

subjects, including th€ crackdown at
Tiananmen.

CBRI:. Soulh Korca tetent\ cstablishcd
di?lorndlic rclatiotr-s with the USSR. ls
Chiru lihe\ to lollou suit?

Clough: The USSR is indispensible
to the North Koreans because it is

their exclusive supplier of advanced
weapons, and is thus more resistant
than China to North Korean pres-
sure. However, the Soviet move t()
esrablish diplomati( relarions wilh
South Korea may make it more
difEcult for the North Koreans to
fend off Chinese overtures to the
South. Already, the two have agreed
to establish trade olfices with limited
consular functions.

CRRj What do 1ou see in thz nedr-,
mid.-, and long-term luturc for Sino-
South Korean nlatitms?

Clough: China's participation in
the Seoul 1988 Otympics was a

turning point in its efforts to improve
relations with South Korea, arrd in
lhe near ternl, further expansion in
econ()mic-as well as limited politi-
cal-relations can be expected.

In the next ftve-ten years, regard-
less of wheth€r North Korea with-
draws ils opposition, Ohina and
South Korea are likely t() establish
diplomatic relations. leading to in-
creased trade and investment be-
tween the two sides. North Korea
may begin to perceive that cross-
recognition (US, Soviet, Chinese. and

Japanese diplomatic recognition of
both Koreas) works to its advantage,
allowing China to move toward South
Korea more quickly. There will likely
be yrlitical change in both China and
North Korea in the mid term, possi-
bly speeding up this whole process.

The long run will see continued
change in the communist world,
which will affect both China and
North Korea. Both will be attracted
to Asia's c()ntinued economic dyna-
mism, making ir difhcult for North
Korea to remain so isolated. If cross-
recognition becomes a realily, China
could prove a valuable nrediator in
rcducing the risk of war on the
Korean penninsula. Because of its
cuhural affinity with Korea, China
would make a berrer mediator than
either of the superpowers or Japan.

( lhina. l,rrlit it al r isk instrt;rttcc is

l)r'()\'i(l((l by lhe K()r-eirn llxpr)rl-
Irlpr)n llarrk, l)ut r'.u(.\ arr- high li)
insurc lr iI\1'su crtt irr (llrina rt'-
t;rrir-es a 0.ir lx r'(errl l)r'crrtillrrr. uhilc
arr irrvtstrlcrrt ir thc I rritc(l Stltts
woul<l lctluirc only a -01 px'rniurn.
Still, olli,r'ing such suyrpolt ir a rlcar'
signal tlrtt th( S()uth Krrrean gorertt-
rrrent is wolkirrg with brrsiuess lo
lruild blitlges r( r()ss tlrc \i'lIru Sea.

Meeting South Koreans halfway
The (lhincs< harc alsrr :rtloptt<l

t|leasut-(.s l() h(x15l llle t'ortrnterci:rl
lc lat iorr slriyr. Since l1)tl8 thc (llrina
I, rr rigrr 1r:rrk ll'.rrrslxrr't.rtr,'tt ('o
and Qirrgdao !'oreigrt'flanslxrrtation
(i). hare {)Pcned cargo t!lrrlsplrrt
lonles belwr.t.n (lhinir an(l S()ulll
Korea, althorrgh vt'ssels lrrusl bc
r cgistcle<l in arrd Ill the Ilrgs ()l third
((,ulltri(r. IIrrr har hcllx'rl to clirrri-
rrale sr)l|le ()l thc high(,r' (()sts,

irrellit icrr< ics. and lt gal lisks tn-
vrllvr.<l in in(lire(r rrndc via HrrIg
Korrg. lurtlrcrrrrotr', conrhirrt'd pas-
scnger arrtl targo rhips rrorv travrl
<lirectlv betwccrr th( lw() (()rtlrtrics.
'l-his vtar. a Sirxr-Sotrth Kortanjoint
venlrrt-c was litrned by a ('()ns(r'tiunr
oI six South Korearr I]r-nrs-le<l ll
tlre Yrrk,rrrg Slril4rrrrg (ir 

- 1,, ht,girr
twire-ut'ckly l)asserlg('r st'r'vice hrrttr
Irrchorr to \li,ih:ri. Shan<iorrg Pror-
int e.

()tlrt'r in<lrrt crnerrts bv Ilrr'(lhirrt'se
hare < orrrc irr the lealrrr ol irrtcllectrral

I)r'()l)crty pr-()l(](ti()rl. Irl e:rIlY l1)t31)
(lhina's tradlrrrirrk anrl patcrrl ofliccs
beg:rn r( cepring applicatiorrs lrorn
Sorrt h Kott'an tornpartits. Now,
tradcrrrarks ol Sorrtlr Kortan fit'nrs
<un be legistered in (lhila and ale
allirl.rlc<l the sanrc lcgal l)r()tecli()n
:lll(l Ir'(,rItrl( rrI .rs lrarlcnr:rrks tr'grr-
lcre(l ill ()ther ({)llrrtlies. lt ir thtrs rrrr
longt'r rtecessatv fot' Korean contlra-
llies t(, lice!lsc thcil lta(lcrnarks t()
their Irrrcigrr strbsirliaries in order to
rc(eiv(. Pr-{)t('('ti()rr irr (lhitla. Likc-
rrise, patcrrts nra\'rrrxr be legistered
irr (llrirra arr<l rt'<'cive lh(' sarrre

l't "t(( li(,tl us tlt,,sr. ,,f rhtttpalricr
intor-porated clserrhcre. !.tthanted
I)irle!)l pr()lccti(nr nrav hclp spur
nrorc tcchnolrg1, trillslers l() (ihiDa.

Chirrere arrtlroritit's arc also pr<>
vi(li!rg S()ull) K()r(':rns \'(.fiues l()
address lrade disputcs, inclurling rrsc

oI tlrc (,lrina I ltt r t'rt.Lt ionrl l-cott,,tttit
arrrl'liarle,\l'l)itrali()D (irnrrrrissiorr
((:lt-lA(:) ()r tlre (lhina l\laritinrc
Arbit ration (irnrnrission. Since both
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Sorrtlr Kor_ca altd (lhirra lIe sigtlr-
tr)r'ic\ t() thc Ncrr \irr[ (.onvention.
arbitlation rt-t;rrirenrt'rrls ls llcll ir\
(Dl()r('rrr('nl ()l ltr'bitrlrl :r\1il!(l\ l(,r
S,,rrth K,'r<.rrrs .rr( tlr( \inn( il.i Ii,r'
ot lrt.r [orcigrr (()! l)irirs in((,r-lx)-
ratt'rl in torrrtries a((c(ling t() tlr(
(()tlvrrrti()rr. Iir rlate rrtither ol (ilri-
nir's irrbitllli()ll (( )rtllrissi()n:i Ills
Irt:rt<l lt r ast' inrrrlr ilrg a Sotrtlr
Kort an corrrPartr, rhr)ugh s(.yclirl
r ust.s irrr olvirrg l1ong Kong srrbsirli;rr'-
ics have becrt lrrl)itratc(l. lir frt ilitatt'
|lt.lrlr't'\, ( ll l.\( lrJ\ r'rPrerscrl rtr
sillirrglress t() rirnd lclt( r'\ ()f irllr()-
dtrctiorr lr rclctant (,llin(se ('(,nslrl-
illcs, ertlbilssics, ()[ lrgctt( i( s in H()llg
Korrg rrr lrr'lP S,,rrth K()rcan I)urtir\ l()
arr;rrl)iuilti()rl obtain r ira:.

Lrx alitics irr (lhina hlrrt' lls() rtl(l(
rIl(,\c\ to l',\l( r' Srrrrllr Kllrt.rrr lrrrsi-
nc\s. \:lIi()u:r (ihirresc Prorinciel arrtl
nruli(ipal orgarrizatiorrr have sct trlr
trlr,'llr i.rl lr.t(l. l,r(,Irrolr,'rr',lTi((\ il
Seorrl. Hrrlrti .urd .Jilin l)r()\'in('(s,
alrrrg rrith th( .ities ()l Slr(.nvang.in(l
I).rlr.rn irr l.r.r,,lriltg I'rorrlrrt. l,'r
crJD)l)le. h.rv< orrc-rrrarr ollir t s

\t:rlli''l l,\ K,,rt':rrts orr !,1)-rl.l\ t.,ur'r\l
visx\. .\n(l .rltlrotrglr Ohirrt'se rorrrplr-
rrir,' ate lrot l)crnrittc(l l() arr:rrg('
rxhibitions solclr [or tlrr |)r-()rl()I ir )rl
ol Korean l)r(xlucts ()r t() all('n(l
exlribitions ir S()uth K(,r(.ll pr'()rr()l-
irrg onlr (il:irrere pr'(xhl(l\. \c\crirl
c\lril)iti()ns *ith t[rt irrr1rIicit ainr ol
cnl)uncing Sirrl)- K()It.lrr lr-lrde hll\(.
bcen helrl irr lroth torrrttries. Llrrt
\t.rr trrdt lrrirr irr Rtijirrg, (irrarrg-
/h()u. f)alirrr, :rr)(l Qirrg(lix) lltra( lc(l
nuDrcr'()r.ls S()rrth KoICarr ( ()nll)xni(s.

Riding out political waaes

.\lt lrorrglr llr(,estal)li\hnrrnt ()l In)-
liti(ill lies lxtrrcen tlrc lw() a()llrrlrrtl.t
woul<l likt,ly lrrxrst tr-a<lc:lIld irv('st-
nlcnl. su(h r hleakthlrrtrgh is rrot
likclr irr tlrt' Iirrcseeahlc lirturt {v'r'
l)(,x). St ill, lll( r'('is r(x)rr lor Proglcss,
!i()llrc ()[' \,!l]i(l) nrar rlcvolve Ii()rrr
Sorrl h Korrurr brrsilrcs.r p:rrtitipatiorr
in the Asian (iaures. Iol t'xarrrPlc.
Sottth Kott'art lisitors wetc al|rrvcrl
t(, llv dirccll\ to Reijirrg lr-orn Kort.lr
l,rr tlrt (,.rrrrr'r..rnrl Korr'.rtr..\rr rs

pr<.ssiDg to lravc thc rorrte institrr-
tiortalize<I. 'lltcre lravt also lrt't'rt
Iurrors lhill South Kol'ca s Asi:rII
(larrres oflitc in Beijilg mal lrc
((,n\('r'te(l irrtll a tra<lc ProIlr()li()r)
()ull)()sl. Bul llrc (lhincsc (()ntinur l()
slrow somc Iclrrctan(c l() lll)set N()alll
Korca bv ()pcnlr (()llltirrg Soutll
K,,tt.r Horrcrlt. tltl S,rrt<t I li,,l s

5l

c\tul)lishnrcrl ol <liplrrrrrtit Ielatirrrrs
lrith South Korce in carlr ()ttolrrr
olir| slrcrlglh( ( hina r lrbilitr to rIr
s() ill lllc fr.ltuIc.

Srrrrllr Krrrca ( lc:lrl1'\rlnls t() l)lr\lr
th( r'(lali()rrshil) lirr$arrl, r'onsisttrrt
s ith I)rc'sidcrrt Roh-luc-*oos rxct-
llllc:r 1o s(x i:rlisl cl)rrntrits. Il()*evcr.
(llrirra s irrr'r't lrse<l isollrliorr sirrr'c

Jrrrrc l1)lt1) :rrr<l {eal ol politir.tl
.l),llll.acs ir) l-astcrn l.rrrope hart'
n)()!c(l it .lr)s(r l() N.)rlh K,)r'(,1.
c(,rlplicatiDg lrusirress <k.r't,Lrprrcrrl
sitlr tlrr Sorrtlr. As tl:t tlSSR trrrrrr
rrrrr,rtrl 1,, irl(lr('\\ l.(r', 'r\ irH (1.'llrr'.tI
plolrlcrrrs, Irrxrcrcr. lhc (,hirrese rrrar
hrrtl Not'tlr Kor ra lr'.r lr\cfirl rr
olliscttirtg Sor ict inllrrtrrtt. allorrirrg
rnorc l<-crvar to rrrak: olJrr i.rl torrtlrr ts

rtirlr lh(,S()lrh.

Ooercoming obstacles

.\ltlrorrgh (lhin.r's (l()\r'r lies r()

Nortlr Korea sir)(e -li:tnrrrttten hll\c
prrrlralrlv skrwr'rl tlrr growtlr of Sirtrr
Sorrt h Korrarr (()rnrncr'.ixl relilrions
sorrttlrat, (lhirra s austcr'itr prograrrr
has also becrr .rrr inhil>itirrg laclor'. IIr
1981) Sino-S(lllr Kolr.arr tlade li,ll
sh()r'l {)l its l)r'(,i( ct('d $.1 l)illi()n laIg(.l
dtre to cutbatks in Ohila s inrpoltr.
()r thc inrlstnrr'nl lr'()nl, [.rr( k\
(iolrlstat (iorp. s colol telelisiort
plojcr t in Zlrrrhai hts bccn stirll,{l
(lrrr. to J ((',)tr'.1(tl('tl ,rl (loula\tt(
( r,tlsllnrJ)li'rn .rrrrl st.rk rrr.rtr'rI rrc,.{r'ti.
rl i()rts ()ver cxl)()rl IC(llrirenr(.nts.
I):rilru:r (io (li\\',1\e,l ir\ $rq l(,inr
vt rrtrtte irr Slrcrrrlterr irr .lanrrrr'r'.
.laiIlriDg luslcr it! w()r\cuc(l pr(,1>
lcrrrr crrrlcrrrir rr, (:lrir,r. Dr.rkirg rl
irrpossible to ltrn prolitrrblr. opelrr-
ti{) s. [_ht Ill\t('ril! l)r(,grilrt] rr)tl](l
errrl rr1> linritirrg gr-()\uli in ('()nrrn( r-
cial r'clatiorts.jrrst lts Kott'att irtlt'tt'st
in (llrina is ()n thr !isc. arrd nriglrt
dirt.r't that illt(,r( st els(.$lr( r'(..

I )csl)ite su(h fl()n()nli( sctl)u(ls.
th(' r'c(cnl rlcrision ln tlr( (lhinir
(lorrrrtil lot tlrc l'trrntotiort o1' lrtt't'-
||irti',||rl lr:l(l( {( (.1'll1 .lIlrl llrc Ki,-
rcil ()\(.rseil\ lIa<lc I'rorrrotion ,\rso-
(i:tli()Il (K()lR,\) l() scl lrp lril(lc
pr'()rr()ti()n ollirt,s in llcijirrg irld
St,rlrrl rrill girr Sirro-Srrrrth Korcrrrr
(()rlrr(.r(e a lxxrst. and irrrliratcs thr'
irrtcrt'sl on both sides itr <lcrelopilrg
rr.l:itri'rs. ('rtil Irrll rIi1rL,rrr,rtir tir','
rrc (\lablislrr(1. horrevtr. (lltina attrl
Sotrth Kolcu r\'ill c(,nlinue t(, (l()
brrsincss orr :rrr rrrrollicirrl. ;rll)ril nr,r'('
visiblr', level. '.i'

The US-China Business
Services Directory
A Publication of the
U S-China Bu si ness Cou ncil

The US-China Business Services
Directory makes it easy to locatc
assisancc for all aspects of your China
busincss activitics. This comprehcnsivc
dircctory contains full conl.act
informadon for over 1000 key US,
Hong Kong, and Chincse companics.
Each entry describes the China
business services fiey provide and
includes addresses, contact namcs,
l'elephone, tclcx, and even fax
numbcrs. This uniquc rcsource is
indispcnsable in hclping you flnd the
best assisunce available.

Only US$57 ($45 for USCBC members)

lnternatlonsl airmall orders add $10

_My check ol LJS$_ is enclos€d

Masl€rcard Msa

card f €xp._/_

Nams & Title

0rganizalion

Address

USChina Business Council
'1818 N Street NW, Suite 500C78

Washinglon, DC 20036 USA

I sl N?l 42943/.0 F ax, Nz,rl 1 5 -247 6

US-Chlna
Buslness
Services
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s ir rlilila!'r lrarrrl plavul
( llr ir r;r's nltiorral :rnthcrr .rt

t lrt (,lx'ning ((r'('nr()rr\' r)l
tll( l lrlr Asi.lr (;irrlcs S( 1,-

tcrrrlx'r 22. .r lrtight rr'lLrtl I\1&'Nls
balkxrrr po1r1r<.<l up ()vrr rh(..jarnnt(l
\\irr Ltr s' Starliurtr. I ht' balloott
itt()lrsc(l lh( irr ol Ohirrcst' lea<lcrs
rrIro tlrotrght tlt(' linlir)g irre\'('r('nl
irnd (lcnran(lc(l that it bc takcn dl)srr.
It nrr.-1ru, n()t l)cf()t lt{.1)0ll slx(-
lxt()r's in lhr stl(liuIl] irIl(l tclevisi(,rr
illl(lic (es irr |()sr :\siir nn(l (;hin:r s r\
ir

SlxrusorshiP r)l lhc (;nrnes g:r\c
l\lrr \ (l()r'p. ln(l ()tllrt'li,r'( igl (orrl)r-
lli(s (xlerrsi\'( arccss to (,ltina harrl-
t()-l)(n('trirlo (l()ult,sti. nriukcl. Illr(lr
t(, (.llina s (lisrn:lr. ll(,rrct(r. l( \'
Iirrcigrr corrrpanies scertr( (l intct esl('(l
iD llre ()l)p()rlulritr. { \'('D lh(,llglr
rlrlcr(,s fj1)nr ll7 rratiorrs l)IIricil)lr('(l

irr tlrc crcrrls iul(l th( (;iules \!( r(
broatkast to .lrr1>an, llorrg Korrg,
'luir,r arr. Sotrtlr Kolca, Singalxrr'c, attrl
tlrr' \lrkll, l.r.t l)r'rPrt, tlrr' Pr',rrrrirl
ol (lhirrl s l:rrgt.st-ertr arlrertisirrg
anrl Prrblir r ('lirl i()rrs (xlrilvataitnril,
s( ( urilll{ l{( rr( t'()lls [ir|cigrr sPorrsor.
sllil) l(,, thc ()arrcs prorr rl a clillir rrlt
t urk

Early oprtmism
\\'lrtlr tcrrtral I)lanncr\ Iir'st (lr'( \r

rrlr .r budgt't Iol rhc (irrrnts. tlro
.ll(ul.rtc(l $l2i rrrilliorr ol the $-lll-r
rrrilliorr totirl cstin)ale(l (()sls w()ul(l
corr:c Ironr Iirlcign corrrrrct ial s;xrr-
sors llro uorrkl brrr lh( r'iglrt t(,
assrx i.rtc tlrcir I)r ()dtlr ts ()r sert i( cs

$ilh tlre (llrrrrt's. Ar.oIdinglv. art
,rrg.rrrizitrq t otrllllll('r \,r\ \cl ul) ill
Illlll; l() o\(rsr'( tllc (;ilrrrcs gerl(r'al
(,r'l.ilni/ati()ll r\ well rs I)t'(|Il)()le xll(l
l'acilitatc slxrrrsorship. Its r:rentlx't's
irrrlrrrlcrl tltc rril\1)r. \'ia( -rnil\'()r'. al(l
pirr\ \ecrcl:lr'\ oI Beijing.

Sponsoring the Asian Games
C hina's athlete s outpe rforme d its fundlais ers

Christen A. Billing

China failed to achieue
the Olympic-sized sta-
tus-or profit-it hoped

for in hosting the
Carues.

'l lrt $ 125 rrrilliorr goal sccrre<l wcll
uirlrirl rea(l) irr tlrt' rnid-l{)110s r,rlrt'rt
li)rcign 6rrr1s rr'trc invcstittg ht-arilr
in (llrirra. The g(,\'( r-nrrrnt rlas torrli-
dcrrt that lirrcigrr busincss<'s worrkl
pal l:t ltv srrrrts lo atlvcrlise ott
billlxrar'<ls :rrorrrrrl lht r itv arrd lroast
t() (u\t(rners alrout thcir otlicial
s pt,rr so rsh ip. Initial I'eacti()l
nrattlrc<l expt'rlations, uillr ir doztrt
Iirr cigr: conrparies. in<lutlittg \lars
(.,,r'p . (.,r.r-(.,,1.r I l(1.. .rIr(l .\Ir( ri-
(urt l-xl)ress signi g sp()tlsorslrip corr-
trar ts. Accor-rling Io thc lt rrrrs of lltt'
(()llr'll(ls, rontpatties w(t( nr)l l(r
rlisr l,rw rlre .rrrr,,rrrrls tlrcr P.rtrl Iirr
rights lo bcrorrre sporrsols of tltt'
()arrrt's. Howctt r, (l()(r-(i()Ll rep()rl-
e(il\ \lx nl $!.7 rrrillion to lrt't rrnre thc
''ollit i:rl solt<h ink ()l rlrc i\silI
(iutrtt r shik \,litl.rs .\( i .rn,l lrrlr
Filrrr alc bclit.rt.tl to lravc paid $l
rlilliorr anrl $lt rrrillion rtspectirt'lr
frr tlrcir titlcs.

,\lti l th(.Jur{ l'18!} rr,rrILtsrr irr

llcijirrg. the silrration charrged corr-
sirlt r':rblr'. I nrrillirrg to lisk bcirrg
assr x ialed * it h t hc (lhint sc hard-lirc
r(.ginrr'. p()t( nliirl sponsols backcrl
arvirv hrrnr tlrc (;aur( s. Altlrorrgh
assrxialion rritlr tlrc (ihintsc gorelrr-
lTl( lll l)('( atl)(' tttorallr' ;ttrrl conttrttl-

(:hri\t?n A. llilling, uho has lited trt
Ohint for tuo ttttr.t, (urn'nll\ ftporlt ftD
L S.\ 'lixlav t lld)i g.

ciallr talxxr. r onrl>anics rlrat hn(l
alrca<lr cornrrrittr.<l to the ()anres
rr'r'rc rrr.rhlt t,' lr,r(k ,,lrr r,l tllel
c()nlril( ls witlr()rrt I:rr irrg seriorrs
lossrs. Ar'cor'dirrg to a cotrstrllant lirr
orrt' srrr Ir tornparrr. All rr:ajor'spotr-
s,rrr lr,rrl ,r rrrrttilrg :urrl ,L rrrlerl it
worrltl lre t orrrrter--pro<iuctive Iirr
corrryrarrics t() pllll out." l hotrgh fe*
details ule arailirlrlc. il:rppears Ihat
the (i:rlrrt.s errrlc<l rrp attr'lr( tirrg onlr
aboLrt a rirzerr lirr-cigrr s1>onsors artrl
$20-:10 nrilli0Ir ir cor'Prrratc [irrrd-
ing-|rr' \hor t ol tlrc iniri.rl grral.

Uneasy partnerships
l\'lr)sl r)l lhc lirlt.ign slxrrrsor's t_c-

rrr.rrrrt.,l lt-er_r ,,1 rderrtilrrrX tlrcrr
pr <xlut ts l'ith ( )hina s lea<lcr slrip ln<l
errlPlrasizcd thcil sr.lpl)()rt ()l lhc
ltlrlcri( (orrrp('tililrn irrstcrr<1. As {he
consrrllarl sai<l, "ln sl)( 

' 
t'l s-( r-ived

Asi:r, slxrrts ls\(,(iules rorrr plodu<I
with a lrcllthl, attive, errrl adrnire<l
lilt.slll(.. Dar i<l Rutlr. vitr,plesitlcnt
ol_ prrhlir r't'latiorrs lirr lnrerir'art
ErPrcss:\sia. thc ollicial clcrlit card
o{ tlrt (larrres. sai<l his corrrllant ras
"l'irilll nrcasulc<l aborrt hrxr thc
sporrsorship *ot'ks. an<l lixtrsed ol
th( slx)rling e\cnl t() sh()\r tll( ,,\sirn
courr(ricr that wc srrplxrrt arts,
slxrlts. and irrtrlral ional cxchangt'."
B.(1. Lo ol (ixa-(lrlu t.ttl.. uhirh
also slxrnsorrrl the l1)tl{i ,,\siart
Oantcr arrd thc l llltlt Ol) nr pir (;irnrcs.
explainc<1. "'I hc (ix a-(irla rrrganizrr-
tiorr is a nrirjor slxrnsol ol sporls
thrrrughout tlrc rrol kl. art<l crpeciallr'
in Asia. ()rtr inrrrlvcrnerrt in the AsiarI
(iarrrt s is rtorr-Polit icrl. Wc (l() rr()t gcl
inrrrlrtrl in an\ Ix)litical ('\'cnts thal
rl.l\ i( ( ul ilr :rrrr ,r[ ,rrrr rrr.rrkets.
()nt, t olrsrrltant tlt'fende<l tornpanl
palticiprrtirxr irt the (iaurts by rrnt-
parirrg tlrerr to the Olvnrpirs. "\bu
dorr't nrake a jrr<lgnrcrrt ()n ever\
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country competing in the olympics,"
he stated, adding that withdrawing
support w()uld hur.t the alhletes nrore
than the Chinesc g()vernment.

At least one US conrpany, however,
saw the chance to participate in the
Games as a political opportunity
rather than a liability. Philip Yu,
general manger of China Hewlett-
Packard Co. l,td., n()ted his company
donated $500,000 w()rth of c()rn-
puter systerns l() the ()ames in part to
help improve Sinr>f)S relations, atrd
in turn the business climate frrr
Americans in (lhina. "The strained
relationship between the United
States and Chinir is not going to be
beneficial frrr us," he said. "'Ihe
Asian Game$, n0 nralter what hap-
pened prior to them, are good frlr
China and grxrd f<rr the country's
push toward lhe ()pen-door poli(y.
We're really not (lirc(tly helping the
governnlent. but participating irr
something that will lead to a free and
open China." Yu said Americans
should reward Olrina f<rr releasing
Fang Lizhi arrd supporting the boy-
c()tt of lraq, and views his comparry's
donation as an eflirrt to do so.

Apparently n()t everyone aSreed
with Yu's philosophy. Mars Corp.,
wtrose M&Ms Lrgo appeared on
staclium billboards, street bannets,
and even athlctes'unifornrs, was
filrced to remove htrndreds of thou-
sands of bags of M&Ms from Hong
Kong supernrarket shelves after re-
ceiving threirts tha( s()me ()f thc
candy was laced with s()dium cyanide.
-fhe threats were in retaliation frrr
Mars' support of the (]ames.

South Korea: the bight spot
'fhough Chinese officials cotn-

plained of ureager tirnding by Japa-
nese companies, unprecedented sup-
port from Soulh K()rea, which does
not have diplonratic relarions wilh
Ohina, helpe<i fill lhe gap. Billboar<ls
bearing the nanres Sanrsung, Lucky
(loklstar, and Daewoo Corp. were
seen through()ut Beijittg, while twrt
Korean airlines, Korean Air and
Asiana, d()nated 250 Hyundai Excel
cars to the org:rnizing committee. In
Iact, l,ucky Goldstar's electric sign-
hoard at the main rtrdium in Beijittg
will remain there f<rr the next three
years-an investnlent with an out-
Ixrk well beyond the Games. Sinri-
larly, some l5-?0 South Korean
sporting goocls rnakers secured bill-
board space at the Creat Wall and

d()nated sports equipment and uDr-
forms bearing their brand name,
hoping to fanriliarize the new Chi-
nese audience with their proclttcts.
Part of the Sanrsung Croup's $4.5
rnillion in advcrtising and donations
went to pay f<rr the 80,000 paper hats
imprinted with the Sanrsung logo
that \rere handed out free at the
opening cerenrony.

Unlike their Wester-n Lounterparts,
South Korean crlmpanies showed few
qualnrs aboul being associated with
the current reginte, and signed con-
tracts after tlre ( r'ackd()wn. As Willie
Park, < hief tleijirrg r epresentative li,r
Daewoo Crrrp., prrt ir. A friend in

O:rmcs would bc a money loser
because the irrvestnrenl was "t(x,
big." About [i5 pertent of total
c{,srs-rcvised r{' $510 rnillion irr
April-stenrnred Irorn construction
of l5 stadiums, l4 apartment build-
ings to house atllletes, two hotels, a

c()nventiorl center, a shopping cen-
ter, and aiuperurarket.

'f<r offset the dririn on the State.
()licials turned their attention fr()rn
ftrreign sponsors to Clrinese work
units and f()reign joint ventures.
Ainring to raise $ 127 million, au-
th()rities sold l()ttery tickets to local
residents and television and sponsor-
ship rights to (lhirrese companies.

iq
i
3

E

I
White empty billboards around Beijing providcd stark reminders of the G.mes'
financial problems, several were adorned t,vith the names and trademarks of Souih
Korean companies e.ger to esteblish themselves iIl Chinr.

need is a friend incleed." Palk
explained. "We urc helpirrg Chirru lirr
a short period, but we're looking
frrrward to a krng future between the
t!!o countries. After the Asian
(ianres, I lrope our relationslrip with
China will be inrprr>ved." As hosts of
the Games in 1986, South Korea's
enthusiastic backing nray have re-
llected coDfi(leD(e iD lhe Games'
lrng-term t'ontntercial value.

Targeting the locak
South Korean support was not

sulficient to ()verc()nle the general
dearth of foreign spottsorship, wlriclr
le[t the organizing couturittee with a

large cash shortfall. As early as April
1990, Executive Vice President of
the Asian Garttes ()rganizing Cont-
nrirtee Zhang Baifir predicted thrt the

Lloth Chinese cornpanies and joint
ventures were also solicited for dona-
ti(rns, and nraoy responded. Beijing
I'hilips Corp., firr exanrple, donated
Y10,000 to the (;anlcs. Said General
Manager Philip Verlrelle, "Everyb<dy
did it so we did it."

Pressure on Chirese citizens was
rn()re systenrati(. Sonre Beijing work-
ers' paychecks were autonratically
docked 20 percrnt for Asian Garnes
"donations." All sunrmer local pa-
pers praised individuals and work
units that generotrsly contributed to
the Garnes and rhided those that
dicln't buy enough lottery tickets or
d()nate lnoney. 1he persistent at-
tempts of olficials to raise funds
stirred resentnlent aurong some Bei-
jing residents, who said a cash-
strapped country like China had no
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Unlihz thzir Western
counterparts, South Ko-
rean companies showed

few qualms about being
associated with the cur-
rent regimc.

business hosting an international
sporting event. The organizing conr-
nrittee's Zhang lamented, "Chinese
advertisers have displayed an unprec-
edented degree of hesitancy in the
face of unpreteden(ed promoti()n
()pp()rtunities."

A ytalifrcd success?

On balance, (lhina failed to
achieve the Olyrnpic-sized status-or
proht-it hoped f<rr in h()sting the
()anres. Although rD()st sp()ns()rs
were pleased with their treatment,
some complained they were not given
what they paid for, noting that
stadium billboards were poorly
placed and the Asian ()ames "Pan
Pan" panda logo was overused. The
logo reportedly adorned some 2,000

different company products.
But logistically rhe Games went

well, enhancing China's chances of'
hosting the Olympics in the year
2000. Some grourrd was also made in
attaining the goals articulated in the
Cames' motto -" triendship, unity,
progress"-inclucling raising na-
tional morale and Ohina's regional, if

not international, standing. Initial
Chinese resentnrent at (he frnancial
burden of hosting the Games turned
to national pride as Chinese athletes
won a total of 341 nredals: South
Korea was a distant second with l8l.
Off the playing 6eld, however, China
canre up short. i
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Xien citizens who donated as little as Y.5 (about 12 cents) to the A3ian Games still
received recognition for their efforts.
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4*Wal Cou rcil Activities
kgal Committee Th"chles Joint Venture Dissolution and, Copyright l,aw
The Legal C(rrnrnitlee convened in

New York on Septenrber 27 t<r

discuss the legal inrplicattrns and
procedures of early ternrination of
joint ventures in China. Helena
K()lenda and Tinx)thy (;elatt of Paul,
Weiss, Rifkind, Whurton, alrd Garri-
son presented an overview of the
legal framework and mechanics of
the dissolution proress, and offered

advice on dra*ing up contract provi-
sions to protect company interests.
Committee members then reviewed
sanrple contracts addressing the key
issues of asset valuation and intellec-
tual property protection-

The comnrittee also met on ()cto-
ber l6 to discuss Clrina's new copy-
right law. Z-hang Yuejiao of the
Ministry of Foreign llcononric Rela-

tions and Trade's (Mot'tlRf) Copy-
right Department provided an over-
view of China's legal development
and then answered questions on
specifit- provisions of the law. Zhang
also briefed attendees ()n the status
ol other issues-such as amendment
of .ontract laws-lreiDg cxaorined by
Ohinese legal authorities.

Neu World Banh Worhing Group Sets Goals
'l'[re Council's World Bank Work-

ilrg (iroup lreld irs 6rst nreeling in
Septeurber to discr.rss institrrtional
and procedural barriers to successftrl
hidrting on Wrrrld Uank ('()nt ra('ls in
China. In particular, the group high-
lighted problenrs arising fronr un-
even tax treatnlent, choice ofsubcon-
tra(t()rs, and te< hrrology and
equipnrent specifications.

'I he Working Oroup will continue
l() tll()nitor and asscss ways in uhir h
nrember firnrs nray gain greater
a(cess to W().ld Bank projects ancl
will seek t() coutrnunicale the corr-
r'erns of menrber conrpanies to US
government and World Bank officials
charged with ensuring fair bidcling
an<l contract awardirrg practices.

Reaching
the Masses

At the invitation of the r-egional
chapters of the (louncil on For-
cign Relations, Council President
Roger W Sullivan traveled to
f)enver, Colorado; Oasper, Wyo-
nring; and Boise, Idaho in Sep-
tember to discuss US-China for-
eign relations in a post-Cold War
environnlenl. ln his meetings,
Sullivan stressed the need to
redirect the United States' China
policy, since the goals of normal-
ization have largely been
achieved. Notinl; that the strate-
gic imperatives of US China
policy have faded, Sullivan
pointed out the Uniled States
rnust balance concerns about hu-

an rights with tlre need to
en(ourage further economic re-
fcrrnr in China. Audience ques-
tions folkrwing Sullivan's talks
revealed the US heartland is still
very concerned about political
and economic conditions in
China.

Also welcorrring Sullivan's in-
sights were participants in a Voice
()f Aulerica (VOA) call-in show on
September 6. Chinese officials
such as Ye Longfei, executive vice
chairman of the Shanghai For-
eign Investnrent Commission,
queried Sullivan on US percep-
tions <lf China's investment cli-
mate and the development of
Sino-US relations. The show was
broadcast across China.

Courcil Hosts MOFERT Buying Missian

Council President Roger W. Sullivan mcctr iirith W.ng Runshcng and othcr mcmberr
of thc MOFERT dcl.g.tion.

The Council and the Chinese
Embassy cosponsored a MOFERT
import mission from October 15
through November 3. Headed by
Wang Runsheng, memb€r of the
Financial and Economic Committec
of the National People's Congress,
the delegation sought to promote
contact between the business com-
munities of both countries and

signed contracts rrorth up to s€yeral
hundred million clollars with US
companies. The 60-member delega-
tion included l0 senior MoFERT
officials and company executives
from various Chinese import/cxport
corporations. They visired Washing-
ton, DC, New Yort, Chicago, Hous-
ton, Los AnSeles, and Seattle.
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Interview

Paul Van Ordtn, executiae uice presifunt and mcmber
of thc corporate executiue ofue of th"e Gencral Electric

Co., was elected chnirman of tht board of directors of tht
US-China Busiruss Couruil this summer. He spokz to
Editor Pamtla Baldinger about CE's China strategy

aruJ his plarcfor thc Council.

Waiting Out
Austerity

CBR: l11r,rr tlkl \0 it\l h?(ott? t.lt7t?
in ( )hinu?

Van Ordenr I r I l)lt.l-lll-), Nhcr I

rrrartaged (iettt ral lllcctric's ((lU)
( (,nsuDler scal()r. wr' cxllk rrcd oPPllt -

trrrrirics in (ihina to sorrrte Iightirrg
atttl rtrrjol appliantts. N()thing canrc
ol it, lrtrt tlrat rrus.rrrr lirst irrlrrxlrrt'
tioIl t() (,lrina. lhcrr. irr rhe Inll ()l
l1)Ul-), I be(anrc prrrtol (il)'s corpo-

r att' cxecutivt' ollict', rvlrere rly
t'tspottsibilitit's irrclrrrlt'd intc'rtta-
tirrnul opclatiorrs. lrr rler elopirrg
( r,llr rt r rc\. 1111 1,rr;rrr.rtr'(\((uti\r'
ollrrt lunds olx'r'utiorrs lix tlre hlst
tlrrt'c to lirt' \( ilrs lo ('nible (;l-
lrrr'itrr.srr.. t,r r rIl,,rr' ,'PP,'t trr itir r
arr<l cstirblislr tlrcrnselvrs. tn (lhina.
lirIl(lillg bcg:u) iD l1)lt(i.

CBR: 112r lhut Ol'. \ i trolu(tio,t lt)

Van Orden: \o. (i!. lilst entelt.rl
(llrirra irr l{)0{i throrrgh thc [)alislr
tla<ling conrlranr ;\rrtlerson-l\Ier,<.r.
rvhit h actcd :rs r)ul ugr'll irrrrl rlist rib-
ut{)r. In l1)21-) (;1.. l((luiled th('
rlistrilrrrtor'. lrrrrl it Iirnrtioned as r

Austerity realQ dried up
business. Although there
is still talh-there were
enough meetings to tahe
up six pages in lur last
monthu report-little
s€erus to be coming out
of it.

whollv<rwne<l subsi<lialy rrntil its
takeover by the l'R(; in l{)l')0. Pri()rl(,
Wrrltl War , (ili cxportetl power
plants, x-rav nrachint.s, and house-
v'lrcs to China. arrd nrarrtrfacturetl
l:rrrrP:':rrrd t.rlrlc l:rrrr irr Shanghlti.
l\r'plc still krroh'rrr L,r tlrose fans-
s()ll)e still nork!

\\'e went batk to (lhina in 1973 to
ncg()tiate a le('lln ical Issistiurce
agreeorent lirr- tlrt, rrrarrulactrrre ol'
gas lurbines, bul lhis prr)j(:(t Nas

slrclrc<l irr l{}7:'r rrlrt,rr (llrina severed
tit's rrith all US t'orrrparrics rvith t'lose
lrrrsirrr'ss links to luiwan. We re-
r'.trrlrli:.lrrrl lir':. ir 11,71). :rrrrl rrgis-
It rrrl ,,rrr 6rrt rr'Irr'rcrrt.rtirc ,,flitt'
irr llt,ijilg in l1)tt L \{t' rrow also have
tt pr cscrrtrtive ollirts ir: Slrarrghai
artrl (itrarrgzhou.

CBR: (11- r.r arlill rrt nuut tltrlrtejtllt
of ltttttrtttt. Hrnt is \ottr (:ltin0 slt'41.{\

Van Orden: Eatlr ol (it.'s lil busi-
rrtss lincs tlcvelops itri (,u'n stlateg]'
lx'r'ilrsc oI tlre (li\(.r\it\ ir ( rrst()n)ers
atr<l trpc of busin('ss. l)llt tlrc corp<>
r':rlc ()Ui(e fun<ls tht'threc rcpresen-
lirti\c ()l}i(es. In (ihirra, orrr principal
art'as ol hrrsiness alt' irr kx'onrotives.

ln,\r(,r l{r,llcrirllrg ( rIlriI,r)r( rrI. .lir'-
tralt cngines, plastics. arrd nredical
stsltrr:s. Those assrxiutcrl with infra-
sl r u(lurc dcvcloprlcnt 

-locomo-tives, aitcrali cngirtcs. arrd posel
gcrtt'r'ating equiprrrerrt-have been
rrrost srrccessful.
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ing ht'?n l0 th.\c l,t' it.ts?

Van Orden: Thcy haven't been of'
ILrrrdrrrrerrtal iml).,r't:rr)( e. \\'c ve
l)een al)le t() get hard lurrency {br
mosl ol our sales, tlrough we've put
in a bid Iirr sonre of our equiprnent
unde. ar ()l-(iF hy<lropower projet t.
\!t le been told it s rrntied. but rve

knou we I:rce.lap:lnese c(nnpetitors.
'l his is the fiist tinre rve've ((nnpeted
lirr OE(IF [irnds. so \ae don't havc
an! experienae to g() by-

Asirle Ironr ()ur su(cess in selling
etluiprDent t() (lhina, (lll also stands
()ul li)r its ntarragenrent training
pr-ograrn, an idea of our chairnr:rn.
Llnder this pr-ogram, about ilO nritl-
ro upper-level (lhinesc nranagers
rereive eiglrt nx)nths ()l f.nglish-
larrguage training in (lhina, firlkrwed
lry;r rrr,,lrtlr oI hrrrirrt rs edu(.tti',n in
,,ur (il l\llrugcrt(t|t IIlsrittI|e itl
Nerv \trrk. 1'hey then work ftn a tirnc
in:r OL busilless. The benefit ol tlris
Pr-(rBIanr t() Chitra is obvious; the
lrerrr.ht to (,!. is rlcreL,prrrcrrr oI a
(()r-ps ol nranagers-in areas where
$e (lelr( l Pr,lenliirl \Jl( r'pJ,i'r llrIli-
ties-thal think well of (lll. (]ener-
ally it's worked well, though we have
rr,' r.:r)' ,,I knowing ulrat t'rrparitl
rlre) ll he uollrng irr ulror rlreit'
return to (lllina.

CBR: Orrc ol th? r/bsl dificult problens

Itr ltrtigtt inl?rturs i Ohina is balane
ingJbrcign exthange. llotu has Gf deatt
utith lhis i.ssue?

Van Orden: llach section is responsi-
ble [irr balan<ing its orvrr lirlcign
ex(lrangc, altlrough we'r't' been talk-
irH t() the (lhin(]se ab()ut establishing
a holding company, whith woultl
enable the (it business lirres tlrat
r:ll'r] [r,rri,.lrr rrr lrurrqc to Pr{'ri<lc it
t() th()se lhat Deed it.

CBR: l/rnr htr. llt? Clti ?s( |6ponl?d
lo lhe holdtng compan"t proposal?

Van Orden: 1hey say it's a grxrtl idca,
btrl no onc wants lo dcal with it.'li)
irrtually rcalize such a pr<rject would
involve crossing bureaucralic and
piorincial liDes-always diffictrlt to
inrpossible in China. This la<k of
inter-nrinister'ial corllnru ni<'al ion has
also cornplicated s()nte ()[ ()ur at-
lenrpts to sell locornotives. l'he Clti-
rre\e rJy llrr\ $'arl l(, h, lcr c():tl I(,t
Iotonrotivcs, but the supplier o[ t]re
<oal is totally unrelated l() the buyer

of the l()c()nr()tives. This means yorr
havc to engage in incleperrdent nego-
tiations witlr lrrtlr of thcrr, whirh is

tinre cr)nsunring and diflicult. We've
lbun<l this 1() als() be the case in the
Sovict fJnion.

CBR: y'1ora uoulLl ',)ou .onpd , ioilg
busirtess uith lhc Sovi?ts to lh. Clun?.\??

Van Orden: In my personal virw, thc
Chinese arc capitalists at heart. Ifyou
kxrk at the Chirtcse irr'f;riwan, IJong
Kong, Singapr>re, I\{alaysia, they're
all very shrerv(l lrrrsinesspeople. I
rltilk this shlewdness shows up in the
neg()tialiDg ability oI the i ailrlan(l
Chinese. But tlre S()viets havt' becrr
urr(ler r Stale systcrn f<rr so long that
tllcv (I'n l rI|rderslard llrc rrc(hJDi(':.
o[' a markel econ()ory-even th()ugh

Maintaining a preserrce

is im.portant for the long
term, because we belieae
China is a land of great
opportunity. We just
don't hnow if it will
tahe two, fiue, or ten

)ears to get there.

tlle\'want t() itd()pt ()nc. The Chrnese
undcrstand it. but laced witlr tlrc
implicati()ns, just pr.rllcd back.

CBR: Hoza do \ou lhink lhe opening o[
llp Sol,i?l Llnion awl LLtl.t E rope
will alfect Ohina?

Van Orden: llastern Errrope will
.rffe, t (.lrirlr hc<'ausc tlrt'se ((rutrlt'ics
prescnt other ()pp{)rtullities. But
tltere is a tirne wind()w ()n lhese
oppor-tunities, which nreans cornpa-
nirs ltrve t., l)ut tlr(ir rcsr,ul(r'\-
which are lirnited-rvllere the opp()r-
tlrrlilies nrc. In rollre lirrcs ol hrrri-
ness, Chila no krrrger has the same
irnmediacy Eastern liurope does.

CBR', Do the Chinese rerognize tht?

Van Orden: l hey notl when you talk
l() therll aholrt it, bul il doesn t re:rlly
seell to have rn iilpacl. That's.jusl
not the ilal they rhink.

CBR: Hou is hltsi rss Jor GE it Chtna

Van Orden: Austerity really dried up
business. Tlrere's a sllortage ()f both
rctnirii lnttl hard currency, and
crxrsiclelable delays in conclucr ing
bLrrirr<ss. Tlrcres been .r tlefirrirr
downturn in our flow go()ds (plastics)
business. Althorrgh there is still
talk-there were en()uBh rneetings t()
take up six pagcs in our last monthly
rcpolt-little seetlls to be <rrming
out of it.

CBR: Bul mtth oJ wur business i.t in
encrg'y and infrastru(ture d,eteLopmenl,
uherc proiP.ts ar? suppos?d to ha e
prioriry a.ess to lunding. Hatte these
lines of hu.tirtcss heet ofu.l4l os serioltsL)
as tltc othPrs?

Van Orden: I don'i sce uruch diller-
crr<r'. Il r nr,t tllJt ther'e ! n(, .rcti\-
ily-thele is-therc s.just not much
actual business. I believe this is due
prinurily to the austerity ptograrn,
and not to the deteriorati()n in Sin(,-
LJS political relati()ns.

CBR: Hnre \or reduced your ()hita
operalion.t i sizc or prioriry b rellecl lhe
dozuttturn in busitt^s?

Van Orden: 14'e ve all()i{ed attriti()n
to redute the size ()f the st:rfl
sortteuh.rt. lrrrt hasirallv have nrain-
tained the status quo. MaintainiDg a

paesence is irDp()rtant li)r lhe long
term, because we believe China is a

land of great opportunity. We just
d()n't klow if it will take two, five, or
ten yeilrs t() get there.

CBR: t4?nl ure lour goals at the n?w
chtttrnan ol lhe board of the LiS-Ohirut
Bttsines.s Oouttril? Whal role do,you see

the (buuil playing in \cars to .om??

Van Orden: I lhink the (irurrt il has
beerr quite effective, espe<ially over
llle pnsr rcill irr preserrtirg:r re.rlirtic
view oI the costs ()[withdrau'ing Most
Fav()re(l Nation (i\4FN) trading status
Irrm Clhina. I tlrink lhe C(,uncil
should continue t() be the focal p()int
f<rr interpreting tlre [lrsiness position
t() b()th the [JS arrrl Chinese govern-
nrents. At the sanle tinre. the Council
should also provide support to conr-
panies comnritted t() (lhina lbr the
long ternr. I intend to be responsive
t() these needs and lrelp the Oouncil
adjust as necessary.
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f qturn China Data

US erporls US impois BalancE

'1985

1985

1986

1988

1989

1990

3 855 0 006
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US4hina Trade, 1985-90
($billions)

'1990 Ii
on hal

gures are projections based
1-year numbers

1985 1986

o US imports

Source Departmenl of Comfietce

6
2
4
6

257
23

-63
-59

Grarn 19.4%

PerGentage ol Total IJS Erpods

lron & sleel4-6%

Plaslics 3.8%

Fe(ilizer 8.4%

Chemicals 6.57"

generating
machinery
17.90/a

1988 1989 % Change

r 1265
1 4446

48 74
37 40
2604

2677
2439
2186
T 813

61.4
18 1

Cotton yarn
and fabric
6.4/"
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Power generating
machinery
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Cotton yarn
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iron and slee
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P astics

6978
BB48

2007
4724
a258
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machinery 4.1%

Selected US lmports lrom China
($ billions)

Appare 17819
Toys, games and 1 0630

spon ng goods
Eiectronics 9217Footwear 3417
Trave goods 5242Petroleum .4277
Power generating .21s3
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Flsh 2941Plastics 1552
lron and steel .1696Chemrcals .1245

Source: Depanment ol Commerce
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($ billions)

Wood 3.1%

142 3
-20 i
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0uarterly lnllation in China, 1988-90

l
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SALES AND INVESTMENT THROUGH
Sepr 15. 1990

Forelgn parlyrChinese parly
Ar16ngemenl, value, and date reporled

Business

B.lglum
will provrde lorestry granl lhrough Unil6d Nations Food and Agri
cullure Organi:ation (FAO), lo 6nhance soil and wator consorva-
lion and expand wood resources in horlhorn. nodheaslorn, and
northu,€slern China- lE4.5 mrlhon. S/90.

lfi l.r'lational Fund tor AOrlcullural Dovalopmonl
Provrdod loan for a mullrpurpose agnculluraldevglopment pro-
j€ct in Yanlai. Shandong Provrnc€. $21.5 mrllon. 8/90.

ltely/Chlnese Acaderrly ol Agrlcullural Machanlzatlon Sclencea
Providod loan to eslablish lh6 China.llaly Cenler lor Develop'
mont and Popularization ol Agric!llural Machlnory. $2 milion
7t90_

China

Othet

+fl.
aa

Agricultural Commodities

China s lmports

Luckm6te lnv6rtmenl Lld. (Hong Kong)/lnternallonal Tonderlng
Co.

Sold 5.000 tonn6s ol lishrn€al under World Bank Shandong Agr
c!llur€ 0€vsloprnenl Prolect $2.225 mrllon 7/90

'Chln6 Bosourc6s (Holdings) Co. Lld. (Hong Kong)
Sold 800 cu m ol Lauan lrmber undel Klwailr governmenl loan
$184.000 6r90

Agricultural Technology

Chlna s Inveslments Abroad

NA (Gambla)/Gusngrl lntcrnalion6l Economlc !nd Tochnlcal
Cooponllon Co. snd Chlna Con3lrucllon Englnoorln0 Co.p.
Gurngxl Eronch

Will rnvesl rn lvestock and vegetablo developmenl $250,000
6/90.

Jordan
China will ertgnd livs-year rnloresl.l.eo loan lo linance Jor.
danian projects to be paid back in oxporl commodilias or convort
ible curr€ncy. $10-6 million (Y50 milion).8/90.

Chemicals and Petrochemicals

China's lmpotts

lnvestments in China

C.cdllo llsliano (ltaly)/BOC and Bank ot Communlc!tlona
Wrll erlend medium-lerm credil loans al I3% abov€ LIBOR
$125 mrlLon. T/90.

Abbrovistion! ussd lhrouohout tori: Boc. Eank ol chinai cAAc. clvll Avrallon
Admlnrstrerron ol Chrnai CAIEC Chlna Narional Auloholiv€ lmpon-Erpo Corp,
CATIC Chin! Narlon6l Acro-tschnolooy lmpon-Erpo( Corp iCCTV Chrns Conlral
T€rev,6,on, CEIEC Chrna Elecron,c Impod.Exporl Co.p: CEFOITFOODS: Ch,na
Nstional Corooli, Orl, and Foodstulls lmpod Etpon Corp.. CHTNALIGHT. Chrna
Nalronal t€hr l.dosrriat ProducB lmporr-Erporl Corp., CHINAPACX Chrno Nalronal
Pack.ging lmporr.Expon Corp i CHlNAlExr Chi.a Nanonal foxnbs lmpo,l.Erpon
Corp i CHINAIUHSU Chrna Natonal Narrve P,odoc6 and Eyp,oducls lmgo Etcon
Corp i CITIC Chrn! rnlsrnaironal lrusl and lnveslfi6nl Co,p, CITS Chrna
lnrornariorial Traver Sedrce: CUC: Chrna Nalionrl Machrnory lmporl.ErPo.l Co,p ,

cNccc china Naronar ch.mrcsl co.srruclon co , cNooc ch'.a Nanon! I O,shoro
O'l CorD. CTIEC Cn'na Nalronal T€chnrcar lmpori'ErPon Corp. EIOZ Economrc
Technologrcal 0€v6lopm.nl Zon6r rCBC hduslial a.d Comderqal Eank or Chna;
INSTFIUPEx: Chrn! Narlonal ln6rruments Impon'Expo.r Co,p , M!l Mrnr3lry ol Lqht
lndu8try. UMEI. MrnErry ot UEcnrnsry and Elsdronrcs l.duslry, MOE Mrnrslry oi
Energy: MOTI'MrnrElry oi Toxrrle lndusrryi MPI Mrnrslrt ot Posls r.d
Telecommunrcatonsr NA Not Avarlable; NDSTIC Nalro.al Oelens6, Sdenco.
Tochnology, and hdu!lry Commrssron: NORINCO: Chrna Norlh lndu!l.r.s Corp iSEZ
Sgoc.al Economrc Zonor SINOCHEM Cnina Naional Chsmrcals hporl.Etpon Co.p .

S INO PEC: Ch rn6 Nenonrl P6roch6m ical Corp i SINOTFANS: Chrna Nnlronal Fo.6qn
Trade T,anspo. rarron Corp I S lTCo Shanohai lnvoslne.l and T.ust Co.p. I SP C : Slal6
PIanning Commiss,on.

'Tochni Potrol (ltaly)
Sold polypropolene production planl undEr Kuwaitr gov6rnm6nt
loan. $34.2 million. 6/90.

NA (US)/Yanshrn Petrochemlcal Co.
Sold €quipmenl lo produce m6la-cresol, anlroxrd€ ag€nls, and
acelone 5/90

t{A (Hong Kong)
Established joinl venlure in Zhenozhou, Henan Provrnce. to pro-
duce colored plaslic-coaled hardware primarily lor €xpo . 376-7
million (Y362 million). 8/90.

' fhe slalus ol Kuwaiti govetnnqnt loans is uncleat
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NA (lndon.!la)/Hubal Provlnclal Chcmlcrlr lmporl and Erpo.l
Corp.

Eslablished Sino.lndonesian Firsi Jornt V6nlu16 Co. lo produca
hydrogen p€roride in lndonesia. gl0 million (lN0:82.5%-
PRC:'17.5%).8/90

Sola l.ltornrtlonil Ltd., a lub3idi.ry ol Auiocu.c Ltd.
(Aurlr.li.)/l{orlnco

B€Oan conslruclron o, eyaglass lens plant in Xian $3.5 m,llion
1190

l{orlh*aat Pack.ga Co. {US}/H!b.l lorth Pl.!llc Group lnd
Ch.ngda ilo. 3 Plaollc Faclo.y

Established Huamrng lnrernalional Co. Lld tornl vonlure lo pro
duce plaslics in Callornra 5500.000 7i90

] xt lrruccl
I Established Beijing N6ncy Coslnetics Co. ioint vanlure to pro

I duce shampoo, crsams. and portum6lor Asian mafiels. 7/g0

t{A (Slng.por.)
Tianjin Modern Toy Co- Lld. ioinl venlure began opeGtions p.o.
ducing loys and nylon umbretlas. 7/90.

China's lnvestments Abrcad

Construction Materials and Equipment

China's lmports

SBD Conrl.uctlon Produclr Lld. (UK)/Cltlzan Watch Factory, r
Slno-J6panaaa lolnl Y6nluro

Sold lloor coating compound. 7/90.

Hong Kong Zhong Sh.n Co. Ltd. (HonO Kong)/l{.nllng Ch.mlc.l
lndu3lrial Co. snd Chlna Nallonal Chamicrlr lmporl rnd Export
Corp.

8€gan construclron or laclo.y lo produc€ caprolaclam r^ Nan-
jing. $153.2 mrllron (Y723 millron). 7/90.

NA (Jrp.n) 8nd NA (Jrp!n)/Zh.xln lndutlrlel Co., . tub.l.rl..y ol
Zh.jlsng lnt.rn6tlonrl lnvcatmonl Co.

Established Zhetiang Xudong Decoralivo Arlicles Co. Lld. joint
v6nture lo producs luxury curtains and other decoralive erlicles
primarily lor expon. 8/90.

Samo (Soutrr (orar)
Established Ssmo UBljoinl vgnture in Guangdono to produco
loys primarily lor orpon. $1.1 million. 7/90.

iaA (Trlw.n)/ForicAn T.tdo Co., Halntn
Bogan conslruclion ol ans and cratls lactory iornl vsnture rn
Chengrnai Counly, Hainan Province. S20 millron (TW:75%.
PRCr15%). 7/9O

Jukl lnl6rnallonal Co., r subildiary of Tokyo Jokl lndurlrlal Co.
Ltd. (Japan)/Shanghal Unlted Sewlng llachlno Co.

Eslablished Shanghai-Juki Sewing Machrne Co. Lld.,oint von.
lurs lo procluce household sewing machin6s. S3.7 mrllron {JY570
mrllton) (JP 70%-PRC:30%). 6/90.

North Amerlcan Fur Corp. (Canads)/Bin County Wlld Anlmal Ex-
perimenlsl Farm 6nd H6ln6n We Jin D. Entcrprlror Oavalopminl
Group

Eslablshed Harbin LongJia Valuable Fur Bearing Animals Co.
Lrd. equily joint venture. $800,000 (CA137.5%-PBC 62 5%). 6i 90

NA (UK) .nd NA (Fr.nc.)/Pl.ln Gl.r. F.ctory
Sold eleclric'smoltino color float.glass production ftne to, laclory
in Xunming, Yunnan Provrnc6.7/90.

'Hlt.ubl.hl CorD. (J.D.n)
Sold 670 lonn6s ol weldod 6leol pipes under Xuwaili governmenl
loan. $426,195. 6/90.

'Nlchlm.n Corp. (J.p.n)
Sold 450 lonnes ol seaml6ss st6€l lubes und6r Kuuraili 9ovorn
menl loan. S365.850. 6/90.

China's lmports

NA (Swlt:.rlond)/G.n.r.l Elcctron V.cuum O.vlc. Pl.nl, Su-
zhou, Jlangtu Provincc

Sold program-conlrolled microprocossor lor color kinoscopg re-
pair lino. 8/90.

lnveslmenls in China

Chls Tai Comont Co. Lld., r rubrldllry ol lha Chle Tll Group
(Thallsnd)/Chlnaaa Acadafi y ol Sclancaa

will inlroduce cemont chamolle qurck.b!rnin9 technology to
China's srx c€m6nl prod!cers. 7/90.

S.ntyo Co. Lld. (J.p.n)
goijing Sanxing Suilding Ssrvice Co. Ltd. ioinl v6nlu16 b€gan
op6rations provrding burlding maintenancs servicgs. $318.000
(Yr.5 million). 7/90

Agoncla Commorclrl llcl Chaong Ltd. (lltcro)/Chlnr l{3llonrl
Bulldlng llrt.riala Tachnology rnd Equlpmcnt Co.p.

Fibsrglass lornr venrure wrll begrn produclion rn Zhuhar SEZ.
Guangdong Provrnce $34 mrlllon. 6/90.

lnveslments in China

Consumer Goods

lnvastmenls in China

Canon lnc. (Jrp6n)
Zhanliang Canon Duplicating Materials Co joinl venturo wenl
inlo oporation producing NP-1000 series dev€lop€r lor duplicat
rng machines primarily for expon. t7.5 million (JP:50%-
PRC:50"/.).8/90.

lBll Chlna Hong Kong Corp., a.ubrldlrry ol IBl, Corp. (US)/
Ti.nlln Zhonghuan Computcr Corp.

Establshed Trantrn Advanced lnlormalion Products Corp tornl
venlure lo produc€ PS,2 personalcomputers. 8/90

Hll.chi l-ld. {Jap.n)/SEG-CNEDC Color Oitpl.y D.vlc. Corp.
Establlsned joinl venlure lo produc€ color lelevision lubes rn
Shonzhsn SEZ, lo bs lunded by loans suppliod by l0 Japaneso
banks (JP:25%-PRC:759o). 7/90.Pohrold Corp. (US)/Shlnghal otlon Plclurc lndurtry Co., E dlvl-

alon ol Sh.nghil Llghl lndultry Euroau
Establishgd Polaroid ol Shanghar Ltd.,ornt ventur€ to manulac.
tur6 rnstanl cameras and package film lor sale rn China. 9/90.

Phlllps N.V. ( .lhorland.)/N.nllng Hu.dong El.clron Tub. Pl.nt
Huaiei Color Drsplay Syslem Co. Lld. joinl v6nlure begen produc-
tion ol llat'screen color prclure tubes. S181 mrllion. 7/90.

Itokln Co. Ltd. (J.prn)/Chln. Ap.r (Holdlng) Co.p. rnd Nltln
Tr.ding & Co.

Opened Oingdao llokin Fashronable Oress Co. Lld. jornl vonlure
in Shandono lo manulaclure women s appar€l pfimarily lor er-
po(.8/90

Phlllps China Lld., a subsldiary ol Phllip! N.V. (Noth.i-
l6nd3)/Nsnilng E6si China El6ctron Tubo Plrfll

Eslablshed Fordong Lrghlrng Co. Lld loinl venlur€ rn NanJrng lo
produce lluorescenl lamps $21 I mrllron (Y102.6 milhon)
(NOr50e;.PRC:50%). 7/90
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NA (Hong XonC)/Wullne El.clronlc Compon.ntr Faclory
Eslablshod Changzhou Fui(ng Elgclronrcs Co. Lld lornl venlure
to produc€ vidoo tape tor gxport. $1.18 million. 7/90

China s Investments Abroad

L.J.K. Holdlng San. BHO (Malaysia)/Heln.n Crnned Foodatullr
Fsclory

Eslablished loint venture to produc€ coconul mrlk, jams, and
drinks. $1.5 million. 8/90

tlumatl Engln..rlng Co. Lid. (UK)
Sold se$/age di6posal system wilh conlrol pan6ls. $418,000
6/90.

lnduskial BanI ol Japan (Japan), Yesuda Tru6l and Banking Co.
(Japan), and Marubeni Corp. (Japan)/SINOPEC

Wr lesrablsh PEC lnlernalional Leasrng Co Ltd. jornt venlure io
lease machinery and provrde loans to support devsloprnenl of In
duslr al nlraslruclure. $10 milIon (J P:60%' PRC:40%) 7/90

Eng ineering and Construction

China's lmports

Far E.!GL.vlngton Shlpbulldlng Ltd.,. tubrldllry ol K.pp.l
Co.p. Ltd. (Sln0apora)/Panda ilolor Corp.

Willconstrucl aulomobil6 ractory in Huiyang County. Guangdong
Province. S15 millon. 7/90

Environmenta I Technology and Equipment

China's lmports

SAS lntlltut.lnc. (US)
Will provide universili6s and research inslitutions lre6 one-year
t al use ot porsonalcolnpuler SAS/BASE soltwarB. 7/90

Pcd613ha6b Mrlklnl.brlt A/S, e !ub!ldlrry ol Polrgua A/S (Don-
mark)/Chlna Natlonal Tcchnlc.l lmporl and Erporl Corp.

lnslalled drarnegs prp€s end prp6s,or dischargs ol co lusrve
sewao€ lor Shanghar pollulron control projscl $3 29 mrll'on
{DKr19.6 mrllron). 7/90

Hon0leu Holding3 Ltd.. e sub3idlrry ot Aulhentlc Trsdlng Co.
Ltd. (Hong Kong)

Purchased 30o/o slake rn a chocolale manulactunng prolect 91.8
mrlllon a/90

NA (Czechoslovakla)
Prague Hangzhou Reslauranl tornl venlure opened rn Prague
$300.000 {CzK15 mrllrofl) (CH:51% PRC:49'l") 8,90.

Sovi.t F.r Ee3t Cold Storaoe Trensport Fleet (USSR), Olymplc
Sport3 center ol vlrdlvostok Clty (USSF), and Sovl.t Fsr EEal
Acadomy ot Sciences (USSF)/ln16rnEtional Technolo0lcal rnd
Tr.dlng Genoral Co., HcilongiienO Prcvlnce

The Xrngan Rsslaurant lornt venture bggan op€ralrons rn

Vladlvosrok 6,90.

Prol.cl Hop. H.alth Science3 Education Ccnte. (US)/Shanghrl
Second M.dlcel Unlverslty

W;ll provide educalional lrarning. archrleclural d€s€n. sup6rvi.
sron- aod medical 6quipmenl lor a children's hospilal In Shang-
hai. Chrnese governmenl w,ll provido lacilili6s, slalfing. and
marnlenanc6. S50 million (US:50%-PRCr50%). 6/90

Other

Leasing and lnsurance

lnvestments in China

Machinery and Machine Tools

China s lmports

NA (Swllzarland)i Chrngchun No.1 Aulo P16nt, Jllln Provlnca
Sold casling and modeling production Ine lo produco 150 box06
ot caslings per hour. 8/90.

lnvestments in China

Medical Supplies and Equipmenl

Other

Other

Olher

Aurt.la
Providod techno ogy and ext6nded loan lo lund conslruclron ol
Zhangc,ian Sewag€ Troalmenl Planl. $10 million 7/90

J.p.n/[iOFEFT
Provrded lwo granls lor improvem6nl ot drinking wal6r in Gui.
zhou and Jllin Provinc6s. t16 million (JY2.48 bilIon).

Food and Food Processing

China s lmpo s

B!.lay llarkatlng Board ot ltlaw Soulh Walar (AualrallE)
Will s6ll400,000lonnes ol ftalling barloy lo Chinese browenes
$82 million.7/90.

lnvestmenls in China

Coca-ColE Co. (US)/ShrnghEl pu Jlang Bevrr.g. Planl
Began producrron ol Diel Coca Cola lor the local markel 8/90

Voesl-Alplne GmbH (Ausiria)/Kunming Heevy Machlnory Plant
Will supply lechnology lor co'productron ol buckel.wheel excava.
lors, lo be iunded by Auslr an government prelerential loan S59
millon (AS70 million). 7/90

t{A (Danmrrl)/ShrnChrl Oachong Unltad llaal Procraalng plant
Sold pork.carving assombly In€ undor Oanrsh govsrnmenl loan
$5.8 mrllron (OKr34 4 mrllrcn). 6/90

Coco.Cola Co. (US)/Chln. l{!tlon3l Ccr.al!, Olls, Foodatulra lm-
port.Export Corp., Haln.n br.nch, rnd Chlne Bcvaraga rnd
Food!tutl lmpod.Export Corp.

Establsh€d Harnao Bevorage and Food Co Lld Jornl venlur€ to
proc,uc€ Coca.Cola, Spflls, and Fanla lor domsslrc sale
(US:25"/.. P BC :75'l" ). 6/90

Metals and Minerals

China's lmports

NA (Venezuela)/Baoshan lron & Steel Works
SoLd 114.000lonnes ol rron ore 790
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Alcan Alumlnum Lld. (Canada) rnd J.paneae LlChl Mrlrl Corp.
(Japan)/Chln6 Natlonal Nonlerrou3 Malals lndultrlal Corp.,
Soulhwert Alumlnum Procr!aln9 Factory and Gulrhou Alum-
lnum Feclory

Huala Alumrnum Matenals Co Lld lornl venture rn Shenzhen
began prodiJclron ol alumrnum producrs. S23.2 m,llron (CA &

JP 45'l..PRCr55o/o) 8/90

lnveslments in China

Petroleum and Natural Gas

lnveslments in China

Other

Pharmaceuticals

lnvestmenls in China

Other

Power Plants

China s lmports

Toyo ltl.nka Xal3h. Lld. (Jep.n)/CTIEC
Will rmpo( coal handling machrnery tor use rn Qianwan Harbor
in Oingdao, Shandong Provrnc€. $75 millron (JY11 56 billron).
8/90

Marubenl Corp. (Japan) and MElaysia Mining Corp. (Ma16y-
sie)/Hainan Provincial Metalurglcal Nonlerrous Melal lndustry
Corp.

Es!abIshed,ornt ventur6 r,r Harnan Provrnce lo mrne lrlanrum
orde beanng rnrneral rlmen te lo. export to Japan 7 90

Eanque Worm3, a subsidiary ol UAP Reagsurancer S.A.
{Franco)/Zhuhal Government

Exlended lOan lo lund qas turbrne power slalrOn wilh capacily ot
105.000 k!/r $65 mrllLon. 8/90

Eleclricile de FrEnce (Frence)/Linlstry ol Energy Resourceg
Srgned agreemenl on cooperalron rn power rnduslry 7'90

Olher

lnvestments in China

Japan-China Oll Oevelopmonl Corp. (Japan)/8ohrl Pelroleum
Corp.

Bozhong orlle d cooperalrve prolecl began ope.alrons 7,90

Jeper Nenhel Lld., N6w Huanen Oll Developmont Co., end NMC
Pearl RIver Development Co. Lld. [3ubsidle]le! ol JEpan
Nationel Oll Co, Ltd.l (Japon)/CNOOC

Wrlld€velop Luleng 13 1 o leld n the Sourh Chrna Sea. 7 90

Heikou (Xo Fung) Comprehen!lv. Relinery Co. Lld. (UK)
Estab|shed wholly lorergn owned or re{rnery rn Harkou, Harnan
Provrnce. S630 million 5/90.

Lam Soon (llong Xong) Lld. (hong Kong)iChlne M.rchanls
Group

Purchasod 22.500 sq m ol land rn Shekou. Shenzhen SEZ $40
millron 8/90

Oversoas Unlon Enlerprise Lld. (Slngapor6)/NA
ShangharJrncang Mandar n Holellornl venlurs op€ned under
lhe managemenl ol Mandar n (Srngapore) lnternational Hotels
Ple. Lld , a subsrdiary ol Overseas Unron Enl€rpfls€ Lld. S80 mr
lron (SP:25ol".PFC:75'lo) 7/90

Property Management and Development

lnvestments in China

Olher

gank of Tokyo, Hong Kong brench (Japan)/Xlamen Halilnq Hotel
Eilend€d loan $18 m, l,on 7190

Te lecom m u n icat io ns

China s lmports

AT&T lnl.rnrllonrl Co., a subildlrry ol AT&r Co. (USrB.lling
Telecofi munlcrllons Admlnislrslion

Wrll ssll 36 sols ol subscnber loop canrer lSLC 120) telophone
lransmrssron equrpment 7,90

New World Dcvclopment Co. (Hon0 Kong)
Will exlond loans lo lund a lhermal power planl rn Chuchiang
Guangdong Province, and a 22 km crrc e road in Guangzhou.
9300 milllon 7/90.

Conic lnvoltmcnt Co. Ltd. (Hong Xong)/MPT
Establsh€d Jornt venlure producrng program conlroll€d swirch'
boards In Hui2hou. Guangdong Province. S30 mrllion 7/90.

NA (Hong Kong)
Solc, progrem.conlrolled lslophon€ exchange syslem to Oingpu
Counly rn Shanghai. 7/90.

Amoco Corp. (US)/CNOOC
Sign6d agroemenr lo seerch lor oil n the 40/06 conlracl block rn
lhe moulh ol lhe Pearl Rrver.8/90.

Shang.i-Le lnlern6lional Hotel lllleneorment Ple. Lld., a subsidi-
.ry ol Xuok Ltd. (Slngapore)

Chrna World Holellornl venlure began operalion rn Eertinq 7i 90

Te16co Olie Mrelschppii BV (N6lherlands), a sub3idlery ol Tex-
aco lnc. (US)i CNOOC

Signed agreemenl lo lornl y sludy ollshore orl rn Hardong area ol
Boha, Bay 7 90.

Forum Holels lntornational, a !ub!ldlary ol Selbu Salson Group
{Japan)

The 538.oom Forum Holel Shen2hen opened rn Shenzhen SEZ
6,90

Ak2o l{.V. (l{.lhcrlends)/N.niln0 No.2 Phermec6ullcrl Co.
Eslablrshed €quity lo nt venture to produce contrac€pt!ve dev
ices.7 90

Hong Kong ln3titute ot Blotechnology (Hong Kono)/Yunnan Pro-
vincial Comlnl3alon of Sclancc and Iochnology

Eslabltshsd Hong Kong-Yunnan Erotechnology D€velopment
Centre, a cooperalive prolecl c,ssrgned lo develop and commer
cialize brot€chnological producls lor export 7/90

Hopew6ll Holdlngs Ltd. (Hong Kong)iGuangdong General Power
Co.

Wrll conslrucl power gensral.q plan1 in Donqquan Guangdong
Prov nce 5800 mi lion I 90 AT&T Co. (US) end Ove.se!r Communlcetion! Co. (Japan)/ilPT

Will lay a 1.300 km liber opnc cablo belween Nanhur. Shanghar
and Kyusu. Japan $64.6 millonIVO lntotnatlonrl Lld., a 3ubaldlary ol lmat.an Volma Oy (Fln-

Irnd)
Sold a cenlral hsaling syslem lor Mudantrang, H6ilongjianO Pro
vince. S/90.
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Hong KonC Talccom lnt.rnallon!l (Hong KonO)/Guangdong Po3l
and Talacommunlcatlon! Euraau

Conlraclod STC Co. (UK) to inslall a second iber oplic cabl6
sysl6m bolween Shonzh€n SEZ and Hong Kong. $23 million
7190

tlHK Sp.lng Co. lld. (Jrpahylllh allan Gem.a Org.nlzlng Com-
mittoo

Purchasod broadcasting righrs lo lllh Asian Games in Beiiing
6/90

Othet

Textiles

China's lmports

'ilahlc GmbH,..ub.ldlary ol il.hl.-Sllllung GnbH (FRG)
Sold two sels of we,ting machines under Xuwaili governmenl
loan. S169.600 (DM285.000) 6/90

USSR
Eslablishod llar millioinr veniur€ in Baolou, lnn€r Mon9olia.
$16.9 million (180 million). 7/90.

Canadlan lmparlal B.nk ot Comm.rca (Canada) and E.bobsnk
Xadarland (Natharlrndr)/Jllmual Fhr Co. Ltd.

Will provids loans lor expansron ol linen and llar produclron
capabilily. tO milhon. 6/90.

Transportation

China's lmporls

t otorol. Corp. (t S)
Will dov6lop wholly Joreign-owned lacilily in Tianjrn to produco
walkis-talkies and telephones. $300-400 million. 7/90.

CAE Elaatronlc! Ltd.,. tub.ldlEry o, CAE lnduatrlc. Lld.
(Canadr)/CIAC

Sold lwo Boerng llighl simulalors lo be dslvored rn 1992 8/90

S.ltirh St..l PLC/illnlalry ol Fall*aya
Sold 10.000 lonnos (80 km) ol heat.tr€ated rail track lo bo used
lo carry heavy'goods lrains. 7/90.

NA (ltely)/Jlnan Llght llotorcyclc Pl6nl
sold 2.000 Mulan molorcycles 7,90

H.nderron L.nd D.v6lopmont Co. Ltd. (Hong Kong), Ylu Fal
Oavolopmanl Co. Ltd., a.ub!ldlary of Sun Hung Krl Proparllca
Ltd. (Hong Kone), rnd H.ng l(l Entrrprire (HonO Kong)/Nanah!
Counly, Guangdong P.ovlnca

Eslabhshed v6hrcle rerry tornt v6nlurs rn the P6arl Rrv6r D6lla lo
link Humen rn Dongguan and Nansha rn Panyu, Gsangdong Pro-
vrncs. 910 2 mrllron (Y48 mrlllon) (HK:75%.PRCr25%). 8/90.

Honda t olor Co. (Japan)
willexpand molorcycle service n€lwork and eslablsh lechnical
schools lor mechanrcs. 8/90

1{A (US)/Surhou Unlversal Jolnta Plrnt anal Cllc, slrhou bEnch
Suzhou UniversalJoints Co. Ltd.,ornt venlure bogan produclion
ol universal ioinls and crosE atlog for molor vehiclga. S1.22 mil-
lion {US:25%-PRC:75o,4). 8/90.

NA (USSR)
Established shipping lin6 joinl vonture in Harbin. H6ilongiiang
Provinc6. to sailon lho Songhuajiang and Heilonojiang Rivs.s.
8/90.

lnveslmenls in China

Pakislan/Norlnco
Willmanulaclu.a Chrnes€ T69 and T85-11 tanks. 7/90

China s Inveslments Abroad

Other

Miscellaneous

lnveslments in China

S.curlcor (Hong Kong) Lld., a subrldl6ry ol Socurlcor Group
PLC (uX)/Sh.nrh.n Securlly Sorvlcca Co.

Establrshed armor6d !ranspo( tornl v€ntura to provrde servrces
b€lw6€n Hong Kong and Shonzhon SEZ.7?90

NA (US)
Estabhshoc, Fosli Molorcyclo Co. Ltd. ioinl venlure in Foshan,
GuangdonO Provincs lo produco Inolorcycles using llalian expor
lise. $25 million. 7/90.

Wal Tri Hong llotor Scrvlce C6nlre (Hon0 Kono)/Oiqlher Toyote
Rcpair Slrtlon

Eslablsh€d Oqrha. Fenghua Aulo Furnrshing and Oecoralron
Co. Lld squrty Jornt venluro lo produco srlencers and provrd6 va
hici€ reparr servrce. 9270.000 (HKr25'/. PRC :75'l"). 6/90

tlA (Hong Xong)/Star Light Aulo lndu3try Group llr.lal Plate
Factory

Estab|shod Dong Fang Auromobile M€lal Plale Co Lld oquily
loini vonture. 09.9 rnrllion. 6/90

Thel KlrT Corp. (Thallend), SsEngyong Corp. (Soulh Kor.a), end
Wln Corp. (Soulh Korea)/China Oc.3n Shipplno Co. (COSCO)

Estab|shed Marine Containsr Co jornr venture ar Bang Lumung
po(. Tharland. to produce conlarnsr boxes $50 mrllon 8/90

AWT lntcrnallon6lc Handal! (lnd Flnrnzlerungt AG, a !!b.ldl3ry
of C..dltan!lall-gankvoreln (Autlrla)/Chlna AutomobllG lndutlry
lmport and Erporl Corp.

Will selltechnology and oqurpmenr and provida 16chnrcal serv.
ic6s ,or manulactuftng o, larg€ busss al Feih€ Aulo Planl and
Anhur G6n€ral Bus Planl rn Anhur Provincs. $8.27 millon (AS98
millron).7/90.

McoonnGll DouClas Corp. (US)/ChorCdu Alrcralt lndualrlca Corp.
Chongdu Aircrarl lnduslnes Corp began p.oduclron ol 100 all-
cralt noses lo b€ de|vered w(hin lhe nexl lhree yees.7/9O.

Guangrhou Pauoaot Arrlomoblla Co., a Slno-Frcnch lolnl venturo
Donaled lwo Poug€ol 505 aulomobiles lo lhe 11lh Asian Games.
6/90.

'Japan Alrporl Con!ultanla (Japan)
Willprovid€ consullanl services lo Shea2hsn Arrporl under
Kuwaiti govornmenl loan. S164,000 (JY25.2 million). 6/90.

Rollt.noyc. PLC (UK)/Xl.m.n Alrlln..
Sold R8211-535E4 ongin€s lo power three Boeing 757 eircrall
6/90.

Lllt!!blshl Corp. (Jrpen)/Agro.Foro.try Otllco, B.lllng
Eslablished Boijing Mitsubrshi lnl€rnatronal Economrc Inlorma
lion Research C€nl€r joinl vsnlur€ lo racilitale €rport-oriehled
developmenl rn Beiiing's rural seclor $100 000.8/90.
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lnveslments in China

Toot.l Group PLC (UK)/Tl!niln No.7 T.xtll. lilll 6nd Tltnlln
lrunlclprl lnporl and Erporl Complax

Jinying Spinning Co. Ltd. ioint ventur€ b6gan opsrations. $22.28
million.6/90.



KPt G Pclt Mtrwlct McLlnlock (UK)/Chinese lnltitut. ol
C.rtltlcd Public Accountanl!

Establshed Peal Marwrck Chrna (Hua Wsl)tornl venture to

operal€ as c6rlr,red pub|c accounlanl and inlernallonalaccounl
ing tirm.6/90

European Communily Commlaalon
Provid€d emorgency assrslanco to,lood viclims rn Hunan Pro
vinc€. 3237.000 (ECU180,000). 7/90.

Japen/Stetc Educrtlon Commi!tlon
wrllprovrdo grant to promote Japanese languago educalon rn

Chrna. $286.000 (JY44 million). 7/90.Tuln O.rgon ol llllnolr lnc. (US)/Hcllo Ellen0 R.cordt Co. and
H.llonell.ng Oll Co.

Eslabhshed HerlonOliang Sh€ntong Carloon Manulacluring Co.
Lld oqurly tornl venture $106.000 (US:60'/-PFCr40%) 6/90

Ylck La. D.valopmcnt Co. (Hong Kong)/shanghel Anlmolcd Fllm
Studlo

Estabhshed Shangha Yrlrmer Animalion Co.p Lld. loinl vonlure
rn Shan0hai $300,000. 6/90.

Other Unllad Slatea
Provrd6d 6m6rgency assistanco to llood viclims in Hunan Pro
vince. $25,000.7/90.Aalan Dav.lopment Bank

Will provid6 granl lo,inance sludies and survoys on dsvslop_
m6nlln minorily regrons S597.000. g/90.

Au!trrlle Trsda Commlrrlon (Au.tralla)/lnlerasla Communlca.
tlona Ltd.,. Slno"Franch lolnl v.ntur6

Interasia wrll promole Auslralian producls in Chrna. 7/90.

L.! iiilngt.. (Au!lr.lla)
Founded Fuguang Foundalion in Fuzhou. Fuiien Province lo
train €conomic and linancialerDerls. 52.6 million (HK$20 mil
lion) 6/90.

PRC Buslness Flrms tD HoDg KonS sld Maclu
A guide to over 4O0 firms compiled by a tcam of US gov€rnment staff memb€rs
and busincss people active in China.

BankinS & Finance, lmurame, Oil Companies. ShippinS ASents. Travel Services,
Publishing and News Media; Geoqrophic lislings show company connections lo
national, provirrcial, urban and Sp.cial Economic Zon corporstions ofChrna. Also
Parcnt/Hodinq$ lrns E'dide. Products & .t?di.?r index atd Chincsc-lanSua|c

company namcs appcndiccs: cssays surv€yin8 ietur€ atd history of Chinasc corporata prcscnc€ rn

HonS KonS and Mscau: US Comm€rce DePnment atd HonS KonB Tradc Dcvalopmcnl Couocil
rrvicw ..onomk irnpe.t ard trends of Hong KonS/Meu/China connection. Lisr Prictr HK'26O/USS37
(HK$210/US$31 lo Amcham members.)

Hona Kona ConnectioD - Doing Business in Guangdong Province
Comprchcnsive introduction ro ho\, business works ard whcr. lo Ed help on $e
Sround in Guangzhou, Special Economic Zooes and so-call.d OFn Arcas" l,ke
dclhs of lhe lhrc. mrjor rivers in the provincc - th. Fearl, Han and Jian. Firsl book
in EnSlish lo offer a simple, straighrforward and incrpcnsivc introduclion lo busiftss
conditions in lhc province based on first hand rcs€arch. Lisl price HK$2l0iusl3l
(HK$170/US$27 Amcham memb€rs).

China Commercisl RelatioDs Direraory 87/68
A bilingual, English-Chinese direc(ory, published biennially. This year includes over
230 companies - ll5 also list China addrcsses and conlacts. List price:
HK$135/US$21 (HK$l lo/US$18 lo members).

tQu,ttr,l rn, "\ n,lu,l? lo.dl ,\'et\c^ r,'t,.|qrt

Thr Amrllcsn ChambGr ol Comm0rcs ln Hong [onC
Room 1m0, Swre House, Chaler Road, Central, tlong Koflg
Iel: 5260155 Fax: 8101289 Tlx: 83& AMCC Hx
Mail Address: GPo Box 355, Hong Kong

Enclosed is my tl check/bank draft
tr pay by credit card

Master Card

Diners Club

I

for;

- 

Copias of

Tord USS 

-
Narne: Mr/Ms -

Company:

Address:
I

I ra*

I rd:
Tlx:

Dare

I

signature: 

-

(Not valid unle$ si$.d)

CHARGE TO MY
E American Express I

ll Visa I l

Card lssuing Bank:

Card No.

l''_- "' ---I

ORDER T-ORM

Unlt.d Nsllon! Dcvalopm6nl ProCrtm (Ul{OPysllle Educ.tlon
Commla!lon

Provrdsd assislance lo lund lrarnrng ol managers rn acadomrc tn'
srrrurions S900.000. 7/90.

Unllaa, Natlon! DavalopmGnl Program (UNDP) and Unllod t{a-
llonr Dlsastar nallal Organlzatlon

Provtded omergency assislance to llood viclims in Hunan,
Shaanxr, and Sichuan plovinces $70.000. 7i90.

AMCHAM'S BOOKS

Title:

?t' . \

.q
*\.

,'-t'.-'l
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fr'e+,lrft

by Xiao Mao and Nan-tzu- Dallos, TX:
Pacifc Venture Press, 1990. 50 pp.
$5.95 softcover.

( iltina lr rrsir rcsslroplc and lravel-
els f:rrtriliar wilh thc ntrances oI the
(llrirrcsr' l,rlgrr,rgc rrrll reli:,lr tlris
brxrk. Sinrilal irt sizt atrd coLrr' 1o

M r) s liltlc rt'rl l>rxrk. it trxr is a

conrPcn<liurrr rrl dc[initi()ns and
qrrolt's. l>rrl th(. \iDrilarities bct$een
lhe tuo roltrrrcs crxls thcrc.

r\ tittr' <lictionarv, l he ,\lan u'ilh lhe
r\4 i.r,\'rrl //erz rlefint's a harrdftrl of

Thz Man uith tfu Key is Not Here

oliett-hcarrl (ihirrcsc phlascs in all
thcil torrrplcxitr. 'llrt' t'rtly Iirr'
mei";ou. litr (xan)l)l(, lrilnslill('s lhe
wor'(l Io rltarr: "lltctc alc tlrttct I
('ilrln()l lx lxrtlrt.rtrl to lirr<l any
becausc I lrrrc rro irrccrrtirr.to tkr so:
Wc ratt otll-rrlr shorrld krrorv trr
contc earlit'r'; llt- harc sorrrc. l>ut lre
saring tlrr'nt [irr slx'rial cuslr)nrr-rs:
II.rrt. lrrrt tlrc rrr.rrr u'itlr tlrl kcr is

gortc. l.ach trrtlr is rolort'ri rvith
liglll-but n( ( ut'itl( -sitr( lstrl ()ll
situatiorrs that Irart.shapt'rl tlrt' conr-
ttton ex;lt'tit'nct's ol rrranr ftrltigrrcrs
in (llrir:r.

Fun lirr (lhirra lrlr)(ls rvillr n gtitsl)
of Marrrlar.in. this brxrk rvorrlrl trrakt,a
gorxl gilt Iirt rollclgttt's rvlro lravt'
rle.rlt u itlr tlr' lrrrstr.rti,rrr ,,1 rlt,ri-
plter'ing a rcl{r,tiir{ot' s lt'u(. il|t(. li()tr
or rrrcrr'll tr i, r l t r ' lrr rr lr t r.rilr tir [r.t ir r

(lhina. Ncwrrrrrrr.r's to (lhirrcst., Irow,
ever. are rrrrlilt.lv trr lirrtl rhc lxxrk
rrrr lrllPltrl. \rr(r' it\ tougu(-in.
r l1e1.l .1|1rro:rr lr .rtsrrrrrr.r .r ( rl't,ln
<legrec ol larrriliaritr with thc r,rav

things arc rlorrc irr (llriua. arrrl ofli'r's
no cxy>lanatiotts lirr' tlrc r.rritn ol
definitions. 

-l)R

China Statistical Ycarbooh 19E9,
compilecl by the State Statistical
Bureau of (lhirra. Ohicago, ll: China
Statistics Archives, 1990. 800 pp.
$ 140 hardcover.

Chino Focts U Figures Yol. 12, 1989,
by Oharles E. (ireer. (lull Rreeze, F[,:
Acadenri< lnternational Press, 1989.
510 pp. ${)l hardcover.

Books Received Chiaa Bicfng, 1990, by Anthony .1.
Kane. Boulder, C(): Westview Press.
1990. 2l'1 pp. $14.95 solicover.

China, Macroeconornic Stabiliq dnd
Indwtrial Grouth tnder Dccentral-
izcd, Socialism. Washington, l)C:
Wrrld Bank, 1990. :t30 pp. $ 10.95
solicover.

China. Ratmuc Mobilization atd Tu
Policy. Washingt()n, f)(:: World
Bank, 1990. 388 pp. t23.95
softcover.

Foreign Exchnnge Cmttrols and

for tfu People's Republic of
nrrls ittttl lrolts l)l hlrrrrllirrg lirIr'igrr
ext hangt .

Ilr;rlrrrr olli rs sr.rr.rrrl rtr;rtr.gi<.r
Ii()llr irrlr)rl srrbstitrrtiorr salcs to
prxrlirrg ol lirlt.igrr t.xcharrgc un<lcl a

lirrcign<rrrrrcd rrrnlrlclla olganiza-
tion arrrl <lt,scliber *hich tcthniqrre
t() us(' gi\cn \'ltri()lls (it(utltslilll(es,
llrc 1",,k . .r;r;x,ttrlr c. rttr lttrlr rrr-
slructi\c (lilgrilrtls rrrapPirrg otrt the
str altgics < ort'r't'tl in th(. tcxt.-[1rotrgh scvcral prolit-rt,patriation
stratcgies arc txplorcrl, tlctails ol kt't'

Strategies

Chirut
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Bookshelf

li

by Ldutcnce J- Brahm. Hong Kong:
Longman Crorp Lld., 1990- 100 pF-
$ 145 pice hardcooer.

nte<lr:ttrisrrrs in\()lv('(l in s(,nrc str';rlr.-
gies srrclr ts llrc \,ilri(nrs li)t'(.ign
cx<'hangc arllrrstnrcnt t r.rrtr.t s that
have bccn poppirrg rrp tltr'orrglrorrl
(llrina ax, orrll lrlit'llv nrrnli(,n(\l
arrd !uay ht <lcsclrirrg ol lror't'
r , rver.rgr ()rrr.rll, lrr,rrlrct'. /,,r,,r(rr
l.xthtngt ()ntrol: u|i Slr t?glts lo tht
P?ofle'\ RcPuhli( o/ (./rirra is a rrst frrl
resorrrce lil tltc ntitt\ (;llilit iu\'(,li-
Iorr Ilting tlr(' tti(k! lrloblt.rrr ol
halarrt irrg lirleigrr cxt lrerrgc.

-Ri< 
ltarrl Ilr t't lrrr

'lhis latcsr volunre in l,ongutan's
serirs r'I Brridelrrroks to rorrductirrg
business itr (lhina provides a compre-
hensire overview of onc ol the mosl
vexing 1>roblerls lat itrg Iirreigrr inves-
tors-nranaging firreign exchange.-l'he b<xrk gives an inrroduction to
(lhina's culrency leginre and regula-
t()D lranlrrr()rk. tlten explores the
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OFFICtrRS
( hrir rrtrro I'At r \\' \'\\ ( )kr!l N

Vr ( (ll)iir'Ieor 
-J{( k NIr Rrrr\, ,^l r\ \Nl)r R

5.d.rxr\jlr.xsuret: (l'r\'{rt\ lj l\r }}
( (rrn\(l l-r()\rr H ()r\rlR. /',rr1. l1;,1,.

Ittlktnl. llhntlon i (rrr""t
l'r.\i,l(nr. R(x.Lr{ \1. S( rr r\ \\
BOARD OF DIRECTORS
R()\rr D j. A\trr Rso\. prc\(k rr. .\ti.r-l'r( ih(

Ili\ iri(rN. -{,n.r./n rrrl, ttt tukt I L' ul.a' nt.ts
l)()\\r D R. Bt,\r r - .hrirtrr.'n ('l rhr horrd and

, hief cxe.utive oili(cr. Rr.Ar,///
Itu nttnnun (in 

P-'l rrr.(rx,Rt H, Br.A{)i. pr'(si(krr.
i hrirtr,in i.,l , lti.l'c\tr rr it. ('lli,.,
l\rrsnll Rand ()'.

\r !\{rDtsR BR()r)r. pt'(\nk.nt, .trlr'1 (, .lrd/ic,
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I n'Mtk nl I',.

R I)lRr.ri Fr:L-rl. sen$r llL. t,rs(karr. lrl

J,,ll\ \\'. (,!(,x(,{r. e\.,'Ii\r \kr I,e\irl(nr.
I hP (i'.t-(',oLo ()r.

I rr()M,\s [-. (;ossA(;rr. pr csr(lelll llnd ( hici
.\.i,Ii\i ',Itr,er. Ih,.lryntn Ltr P:*ni,n
\i(e prcsid.nt. l/.r.rr'r /r,.

US COVERNMETT-T OFt'ICES IN CHINA

.frrr\ A ltr\-os. presidem. Artl-l l tunn r,rtl

.lrnrN (1. Ill N,rR, lll, vi(e presi(lenr nlld
gLncrrl IraDrX(r.,[r(]C As i t t+t(ilt.

(1"{Rr }s }: lr(I\. lR.. !i(e .hanJrran
lnr.rrrri,trul. (),r./i it L)/,tu,irl

I'Hn rr tl K\r(.rr. prrside t n$d ( hiiflrlilr {,f
rhc hilrr(1. .\)h /tr..

I Rtl)1*r( ri Il^tt,(. !i(e chairmin,
.\' ottht. n .1 t i t t.!. I n .

P{'Rr( k l. IIrR r. vice presi(lcnt .fl(l s.l.rxl
trrrnig.t, (lhini Business Dr\el,)tnrcllr.

J,\(.r ilr tlrr\, presidenl, chairn)xn rnd (htr'l
exc.uri!r,,lh(er. D/.Jrr t htdunn^ Int.

.lr)NAIrr^r lu S(]H()FItl.D, presidcrr, lirrl/
'ld hblntu\ Ittct\atnDnl (:ory

(lrRl\n)ptlI R.A. Sr\{r-^rR. presidcor.
I'.1:t.( )'ln Inttrndtk Lal

l)r)\ t Sr\. presi.leDt. T?\d.o ltt ltdtrnnt
l.\vr\ R spr. ()' r. preridenr llld ( hi.l

cr..ut|t.,,lli(er. (rirg,ll /x..
I)\\rr) ll\rnlR tlilrnii- lanlbt B.r.t:

PAr r \\1 \',ri ()Rr)tr.i. exe.urile ti(( pr$id(nr
ind nr.nrbel,f the Corporrlr llxc(utilc
()l1ir c - (i.n?tutl l:b.ti. (:t-

GARY K. WrI r rs. preside'r and chief executivc
ofli(et. 'I h. l.oxboro (:o-

CHRrsrolHrR H. PrrL.l.rrs ([{onorary), relired
presidenr, trS-(jirr.r Suswls Coutri I

WASHTNGTON STATF
Presidenr: Ro(;tn w sL'r.,.r\ s

Chira Ausines5 Rcliew: I'aMrL{ B^LDINcrr
Publi(atbns: l\{ADrlr'\ (:. R()ss
ItlanagerreDr aDd Ilud,{e(: RrcH^RD [-

PETfRM.{\
Res€arch: DArrD 1.. I)ENNY

l8l8 N Srrler. N\,\', Suire f'00
\4hshing1on, l)(l 20036 LISA
Telephone: (20:,|) 4!1)-0340
Fax: (202) 775-2.176
Telex: 6.151 7 N(:t's(:rr'\r

BEIJING OFFICE
Director for (;hi a (\)erarions:JoHr FRrsBr!:
CITIC Building, Suire 22(;
Telephone: 500!:l:,:,. exr. 2263. 9266
Cable: I s(:HrNTn-^r)
-I'elex: 22ti:]7 r{:rr x.N
FL\: (861) 512-585,1

EMBASSY
.\Dl,rss!dor: .llvr\ R l.r' 

' 
t\

l).pur\ (:hiet ol Uis\ntrr t.r \\ ll. I'.\s( ()t
.\,{1ruhrrr.d C(ur{,1,,r lr)$rt r\ I}\( }:R

(itrrnk'.iil Counsel(n l'rrt(,rrr\ l: SrrarF()nD
(itrrrrrtial OfficeB I)r\Nrs lL\R:\ts. $Il r.raM
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I,,ri N Mt rHt.,+. JR
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CHf, NGDU CONSUI-/ITE CENERAL
(i)n\ul(;roeml: ItL\RstlAl I I' Alr^lR
l)el)urt l'rin. ipal ()fln.r': KrN\! rrr.l.\{Rtr'l
ln,ii.x,s Ho'el
l8l) R.nmh Roid
(:1tr1r,{(lu. Si.hut
Ii.lcplx,ne: (8iil8) :l 1.18 1

li k.\ tiol:8^.(:(ll(\

GUANGZHOU CONSU["{TE GENERAL
(;(nr{rl (;encrrl l)r\\rs HIRTLR
Dcpur\ Ilitl( rt^l ()fh(er Eco'I(,r)n Sr(I!nr

(;l,k l:.1,)'r:\ J. I ra( rK, JR.
Agrirulr"xl ()ln(er: PtIrt Ip A. SHr r

(itr trr.r(irl ()finers: T()DD N. THr Rlri\( lr rrR

.J()N^[r^N M^RKs
!i(nr(nlln ()flnrr THr-oDClRr NkriN
l)(rrgling llorcl
Ii'lrph,nt: (8ri'.llr) 669-90t)
Trltx: ll r:'11) (i/Drlr (:\

-.\rrn t S..\ (inrulrt€
f A: llt(i'.li)) rl{;(i.l01r

SHANGHAI CONSUI.IITE GENERAL
(1'nsul (;(rctnl: FR^rti P \\'{RDLrw
11)liri( nl,,ti,nnnni( Se(ljon (lhief:.1(,HN I

(i,nnkti,tl S.( (nr (lhiea NoRtSt:\
l1(ilr Ilu.ihri Thong t.u
li'l(ph,nrr (illi2l ) :t:'i6-81i0
'l.L'\ :l:l:lttll ( \(r; ( \
fr\ rlrl;: Il {:l:t-{ l:2'.1

SHENYANC CONSULITE Cf, NERAL
Consul Gencral: It()R()r-J HoL3RooK, III
[.ononri(i/(innnrr.ial ()lli.er] P^LL

STEPHINs()N

No. .10. lrne .1. Se(ti(nr 5

Sanjing St. tleping l)istn( r

shenyanr, t.ia(tr,ins
Telephone: (i1621) :{)(x)38
'lelex: 8001l 

^v(:s(:Nfax: (862{) 29-007.1

HONC KONC CONSUI^/TTf, CENER,AL
Consul Glnerrlr RT(]HAED Wrt-r lrMs
D€putr Pnn(ipal ()th(er D^vrD C. Bro$:,r
ASncultur. Oflic.r: PHrLLrpC. HoLLo{ t
Cornmercial Ofti(.rs: YlNc PtrcE, NED

Qrrrsx)Rrr
E(onomir S..tn,n (lhief: Grr.BERrJ. DoN^Hrrr
26 (l,r.l.n R.l
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f L\: (8r-,2) 877'2{)5i)
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Make a good start in China and stay alread.

I

China business is a challenge. It
takes strength, knowledge and
experience to turn its potential
to your advantage.

At HongkongBank wc've been in
the China business for exactly 125

years. The expertise of our staff
s thcrc today for your supp()rt

cthcr you require a hank for
lng a prospectlve or exrstlng

, for handling your trade-
equirements, or for

nd research services,
to meet your needs

(x}
HongkongBank
Ih. llortlLoq rnd si.rift .i 8.oli.3 Corpor.Iion l.irir

Mtrix MrdL.n D..1. Hut 5.n! B.nl
Tr. Brlthl ar.l ol.L Miaa|. f,$r. tlo.tto!!8.r1

of ArlrErL . Hortro.t &.r or C.t d.
W.rdh, .1.E6 Crr.l . CMaM

Eqo.lot Brll
Cr.lhtrord rld Glbbs lEonR G.ouDi

Fast decisions. Worldwide.
CONSOI-IDATED ASSETS AT 30 JUNE I99O

EX('EED USII4] BILLION,
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We have branches in Shanghai,
Xiamen and Shenzhen and
representative offices in Beijing,
Dalian, Tianjin, Wuhan and
Guangzhou. We have more staff
in China than any other foreign
bank. And intemationally we are

represented in some 50 countries.

Let HongkongBank put you in
the running in China. Call us

today on Hong Kong 822 26-57,

or at our China Desks in London
(071) 638-2366, and New York
(2t2) 6s8-s169.


