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Who's Black and White
with

Ships A11 Over?

COSCO has been providing both efficaent and on-time

service since '1961 . Now with more ships and more

direct ports than any other single carrier COSCO

has grown to be one of the largest Ocean Container

Carriers worldwide. Cargo handling capabilities include

ta

2o-ft and 40-ft dry containers, relrigerated conlainers,

flat racks, open tops, hagh cubes and other specialized

equapment. COSCO's E-Commerce, lnfoLink voice

response system and Cargo Tracing System allow you

to track your shipment until it arrives at your destination

I
Es E'

0t
rl /

/

-

THE MOST FAMILIAR FACE IN CONTAINER SHIPPING.

(0S(0 ]lodh Arnerito, lnc 100 l.iglting Woy, Serourus, llJ 07094 USA

Iel: E00-242-7354 fox: 201-422-892E

lnloLink 1 -aqr-967.7Oq, www.coscon.com
sHtP wtTH CoNFIDENCE, SHIP WITH COSCO
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Bringing Certainty to

Function, Cost,
and Schedule
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0ver the past quofter-century of providing engineering and construction

services in China, Fluor has completed more than 140 projects for multinational

and Chinese companies across o diverse range of industries, including:

. 0il and Gas

. Petrochemicals and Chemicols

. Pharmoceuticals

. Power Generation

. Mining and Metollurg

. Automotive Manufocturing

. Nicroelectronics

. Food Processing

. ieneral Consumer GoodsI
e Fluor combines globol expertise and local project execution plotforms to deliver

unmotched value in Chino.t
Shonghoi Office Beijing 0ffice
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Robert A. Kapp
PNESIDENT, THE US,CHINA EUSINESS COUNCIL

Robert A. Kapp recently left the US-China Business Council,

after serving as its president for 10 years.

Morring On:
Goncluding Obserrrations

When I .inlc to thr (joun.il irr | 994, il ilns
clear lo nre lhat anyone with a non-aecusntorv
positirln on (-hinr rvas gr:ing lo havc an crtrcnrt-
lr h.rrrl tinrc getting Puhlishc.l in the nrrj,rr
"rnainstrcanr" nrctlia. (;c'tting a n'rcssage out 1o

kcy (iruncil constitrrcncics, nrost notably thc LiS
(irngresr and the US metlia, rcquired thc crcation
ol-a rcader fiiencllr,, short bul se'rious formal.

In adclition to ofilrin!i unsolicited {)hsrrvir
tionr trr t BR rettlcrr. arrd rt thc rirk ,rl 1'1g511n1-
ing that reirdcrs nright bc intcrcstcd in $ hat I harl
lo sav, clerv l)rezlct is reprintccl in licc-stanciing,
rcrl-rvlritc-antl-blue li)rmnt, (overing lrvo sidcs ol-

a single shcct, and scnt out k) \\'nshington, l)(1,
audicnct's.rnri k).t long n)cdin list.

I lns lhc I)rczlct nrlde a dil-t'ercnce to anvone?
In truth, it's diffi.ult to rcll.

Still, things oeed to bc saitl by thc Council.
S.attcrshot thoug,h it is, I think the l)rezlct has
prcbablv served a usclul l,urposc by rcachirrg
sonrc hands whosc inrrrlr.r-nrcnt in US-(lhina
issucs milter:' to the fulure, not only of [,rS-
(lltioa busincss. but r)l US (lhini relations and
the causc of peace' itsclf.

In thc hope that sonrconc rvill read this, thcn,
a ltu concluding obscrtations:

'l 
I here is a parallcl universe in US-China

f relations of which business remains too
unaware-the national security arena

Anrcricans and pe,rhaps cvcn sonre
(-hincse-whos.'lircus is prinrarily on doing
brrsincsr nccd to untlerstantl lhat cver as oppor-
Iuoilits gr-orv;rnd business blossonts, a rr,holc
diffircnt internal dis.ourse is takiog placc !vilh'
irr thc n.rlirrrr.rl sciurity.rrr'n.rs rrl lr()th (()untrir\.
'l he tone of tlrc discussion rvithin each country
appcnrs to be neulrrl xt b(,sl and oflcn prs-
sirlrislic 1() iipocnlypti..

Whilc arr outsidcr's cursory cxanrination of
this discoursc reveals no onc who is thinking
ntroul whirt h.rppcns.rftcr tht- US and China
conrc to lrlows, plcntl ol peoplt'-in fact, a

!vholc irrdustrv of pcoplc-tre busil), al work
((,rltcnrf l,rlirB thc lr's\ilrilitv ol- \h(,rt-tcr nr, sit-
uatirxr-driven US-Chin;r conflict or l longc'r-
lcrm, existential clash of national inl.'rests and
cultures. War ganres seenr to proliferlte.
'llrc'orists posit incvitabilitics. Worst-casc scr-
nario arlrlicts halc thcir li."lcl day.

ln this scctor. lhc "lrrtcnlions" folk seem k)
I'c tlr,rrvrrrrl out hv the ( aprrhilitit's plrtis.rn..
In fact, the subject clres not lend itself to cer-
lrinties, {nd tonrc of thc lrest nrinds of our gen
erati()n rrc ipparcntlv llying blind in thc, fog. I
reccntlv wrote k) an cxtrcmely sophisticated col
lc.rguc:

You know soncthing? I thittk the US acadortiL'
security tonnuttiry, rlocyit hrtyt o clw r to what
i.s.goilg orr orrl rlrt rr'. l\l sa.t (Lr,rylL'tcl), at sa.t is
Io intcfiIiors, tL)titltit ts, colculi, eta.

\lr lr icrrl rcplicrl

I\'cciscll'! l)cLtplc stc ttl],j'l lhey vatrt lo sct,
ncotl1,wroppul u1t itt lR IittLr-nntio nl rchtions]
theor)'.7/lrt's x'h1' I ttr tryitrg tLt golr.l tltose r4lo
ra ll,otXlt to bc nprr rr"O,rr"rr,o ctar.titre their
ttwn untoulitionol tssertiotts, alil kryl)a d,(\t
ddttit thdt tort olittl thd ot *,1' nra chtlcss
db() thc ifi.onitg ol "ddtl."

'lhe broatlening filcus on LIS-(lhina sccurity
was in full view cluring the nrayhenr in
\\.rshingt,rn,rr!r t.hinJ in lget{ :(r0l) in I'Jrti(
rular, or pcrhirps lronl thr'li!iwan Strait criscs of
I995-96 (barely renrenrtrc'rcd now, I suspect, by

Leltor fiom tho Prerid.nt

fhc,,ri6in' r,f the t'iriri,r ilrr..irrr'ss ,lt'r,rr'rr,"l.cltcr lrorrr tlrc l)r'esitlcrrt" (l)rrzlct ) .rre

I ., i r r r 
1 ' 

1 .' l r t t t tri 'rtlr rL'\ i( \\ inr.l\ I ,'11.t,,,t l.tsl irt lltc sr,ricr.



nity, \r'hi.h rnSrges nlore l)roadl) .rnd m()rc (lecpl)'

!\ith t hin.r (han.llrv,'lhcr \cal.,r Il Arrr(rirlrl \d(i-
ety, nccds lo contlibutc to thc rirhness and thc real

isnr of the Anrerican rliscourse on Chinl, arrtl thlt
nrcans not slipping too conrfortably into firmilirr
cliches of our orvn, or of (ihina'r, m.rking,. \\'e rvill
pay rlearly il wc discartl our critical thinking skills or
rvithhold thcrn liom the discoursc th.ll licr bevond
tht' borders of tlS alhinl c()nlnrcrce.

] Confront thc reality ofa changed world
j4 A rcnr,,r lalr,,r l, ir(lcr ,)l' rr1y .r(qurinlilrr(e. N h('

hls rcgularlv irsslultctl US corporrtions firr thcir rl-
lcge<l corlplicity with L'vil .rt honr('and atrroltl, one

J.rv , A (r r (lrrrcl . up ,,1 i('iiit arked nlc rn illrfr 'rlr l) t

questi(,n. "llob," sxid hc, "Wc all trlk about the nt'ed

lirr retraining, rs the uorltl chang,cs antl (.hina or
()ther a()untrics lcrrn lo nranulitcturc as wcll as rte
traditiorrally havc. Rtlrnin li,I wlrirt?"

Antcrican busincssts arc Plunging hclvily irtl()
conrnrcrcc and iovcstrttent with Ohina, anrl morc
polver k) them. lhe []S Chin l]rrsiness (:(runcil is

dedicirtcd tr) helping LIS lirors tlo exlctly thdt. LIS

busincss rvilh (lhinl is grxrd firr nrany r\ntcricans
and grxrd lirr nranv in (lhin.l. 8ut irs lhcy nrovc

lhcad, our conrplnics irrc rrot jtrst ol)scrvers of his
k)ric structurnl ahnnge' irr global econonrics; tl'tcy

nrc pirrticipi[lts. As porticipnnls, they need b.on
front the irrrpir(ts of th.ir n(ti()0s .ontinu.tll,y.

My l0 vcxrs with the LJS Chirra l\rsincss (i)uncil
tcll mc thlt mosl of our ntcntlrcr conrpanics under-
st.rntl this and grapplt'with it in vari()us \vnys. Nlost
( irrrncil nrcrnbcr 6rnrs do not ncecl nroral leclures

Jbout corp(,ratc rt'spr:nsibilit,v; thcv live il daily.
llut sonrc kinti of national dialogtrc witits to bc

larrnchcd,lnd it is nol going to bc snrooth.'l'hc
lrrival of ( lhina irs a nritjor global ccononric lirrcc,
arr,l thc.urir.tl ,,l thc \\1'rl(l-\ ((.,nonli( Powcr\
inside ( lhirra's borrlcrs, are changing both countries'
ccon()riric I.rndsc.lpes and provrrking nranv qucs_

tions. L.rS.onrprnies should trv to learl this long
lcrnl discussion, not irvoi(l il or cntr'r it as n last

rcsort. (llcirr irnst\,er5 lo htlgc questions \vill trc difll_
cult, brrl pretcrrding that (lhina's rise has not alrcadv

slrarkccl a rlcbatc that rvoll t g() awa,v w()ul(l be 'clf-
dt'teating.

\\t drc.rt J rclltivcly quict nronrcnl in the lurbu-
l(nt hi\rorv,,I L \ ( hioa rel.tti,rrtr. \lv own irrIntirt
is thnt America's l)i!1, liery rrlonrents of nnlionnl con
vrrlsion ovcr China hlvc rcccdccl, pcrhaps for.r long
tin)e to conrc, in spitc of s()rne clcclion-ycar firc-
works. Whcther (lhina's parirllcl spasnrs havc lltled
lirr grxrd is uncertain. Arrrcric0n busincsscs, whcther
large arrd l,owerlil or small and lcss |orvcrful,
should lcxrk ahcad-with their govcrnnrcnt, wilh
their critics, with thc occupauts of thc worlcl ol'
idcns-to trv k) chalrncl thc encrgies and passions

latcnt in U5-(ihinLr rclntions k) l,ositivc, rathcr than

negativc, crrds.'lhc [iS-(]hina l]usiness (lotrncil can

hclp lc.rd thc w.ry. t
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mosl US busincsspeople but very well renrcmbcred

indeed by nirtion.rl secrrritv and nrilitrrrv pcople).
Scptenr[.ler I I anri its alterrrrath, including, Irac1,

pusheti thc themc back belorv thc surlircr' in thc
tinited Statcs.

Bul the AIncri(.ln .urrrnrer.i.rl contrnunill'
shoul<l makc no mistake: the old thcurcs are alivc. Itr
thc licl,l, an arms racc is trnder rua-v in thc'laiwdn
Strait, rvhilc larger nrovenrcnts of US rnilit.lry
strcnglh in thc A,'iu-P.rtilii regii)n, h{twevcr illrl irr-
ously thc,v arc packagtd, sugliest preplrations li)r
conUict. On (lhina's sidc, thc en<iless lhreiltcninS,
over'l:tiwan, thr drunrbent of nrartinl rhck)ri(, irnd

thc regr,rlar appearancc oI nrticlcs expli.itly dealing
with rvar against the Ll,ritcd St.ttr's or lcstintl of
weapons unmislilkabl,v devclopcd k) countcr US

battlt'powcr, tcll r sirrilar tale.

As I havc pointed out hcforc, Americnn business-

es are n,rrnr.rlly drfh,lrtrt .rl':rrut tliscu.rirrE scitrrity
issues like this firr fear of hcing ridiculed lirr lacking
"stai!ding" or crilicizcd firr their allcgccl willingntss
k) compromisc cssential tlS intcrests nrcrely k) rnnkc

nroncy.
lvlv message, upon dep.trturc,lhough, is: Get

involvcd, get inlirrmerl. Slay aclivc. [)o nol abandon

this ticld to the birttlc plar)ners. l)enrand to know
whJt nssumpli()rrs, what logics, what filclr' t)revnil
.rnd wh|t thcir oulconres lre likcly to be. l)cmilnd to
know whal thosc lvh() envisi()n confliat bett{ecn
(lhinil ind the Llnitcd States would corrsirler "victo-
ry" k) l)e. Americnn prcsidcnts .nd thc'ir lcadership
counlcrparts in (lhinn hrvc, to d.lte, h!'lpcd to kr'eP

thc US-Chin.r rclationship lionr carccning oul of
control, but futrrre success is nol guarantccd. l)() not
surrender thc 6clti to thosc who see ()hinn's growth
in zero-sun'r ternrs and pr)stulatc nrilitary conllict as

tr ll bur inevitab[.

J Beware clichds and maintain psychic dislance
3l h. Unrtcd StJles.rrrd t hina irrr rrrtly grt lry lirr
so long on "solc remaining supcrp()tvcr,"'i)nc quitr_

ter of h unra n ity," "world's [riggcst dtvclopcd country
and world's biggcst dcveloPing c1ru1111y,"

"incxhrustible supply ofchcap latror, "pclccful rise,"
and so on. ()utside ofChina, the stagc is lirll of"rrc-
ccpte(l rvisdom" lDd canncd vcrtriagc, just ls, within
(lhina, nrany rnrrch to the oficially slnclioned
worldvit'w rlrr itrrrr. Wc nccd to keep our distancc
lronr strch rote orthorioxics.

Thit is not l() say lhat ever,v siluarlion nrust be

paintcd into inconrPrchcnsiblt conrplexity. Civen
rh.rr th()sc rvho nr.rke (ru(iJI prrlio rlcrrsions ratt
only spencl so nruch tinre on itnv onc subicct, thc
inhercntly comPlcx nlusl l)c drawn in ways thitl can

be easily untlerskrod.
Ilut too often, ir the US-China ticld, those "ways

thlt cun be cirsilY understood" drarv on dccp-r(x)ted,
olien iclcokrgical or evcn thcological, pcrc(ptions oI
the otht'r sitie. lhc sanrc old catch-words persist yenr

.rlter verr, tlce.rd,. lftcr d...r,le. lhe lrusin(s\ (orrrmu_
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Washington
September
lssues Lunchcon on International Trade Policy and China
Issues: Views from the Kerry Presidential Campaign
l.unchcon [':ttLrrtJ I)r. l..rcl llr.rin.rrci, lirrnrcr dc'l,tutv assistanl
to lh. prcsidcnt tirr intcrnirtiorrrl eco!r()rni.s ((llinlon
r\dnrini:,tr;rtion ) anci r-clson ( -un ninah.tl]1, nl.r .lging d irector
Iirr Kissingcr l\,lcl.art,v Associ.rtcs.

Ioint USCBC and US Chambcr of Commerce Receplion I I.ld
in hrrnor of thc US'(lhirrir loint ll(ononlic (-onlnittr'(, thc
rcception ti'atLrrtd Sanr lkxinran, dcputl se,clclrr v ol thc frS
I)eplrtnrcnt ol'thc lre.lstlry; Iin llcnqi g, Plt(] nrinistcr ol
fin.rncc; l.iu Ilingk,rng, chair of the Chin.r Il.rrlIiog IlrEuldt()r)
(irnrnrission; l.i lluogu, vicc govcrrrrr ol thc l,eoflc's ltlnk ol'
(-hin.l.rnrl otltcr scrrior (lhincsr' tin.rnce otiiei.rl'.

0ctober
World Trade C)rganization (WTO) Working Group Quarterly
Meeting [)iscussions oo thc currcnt slalus ol (]hina's \V'l()
.onlnlitrr.rlls li'attrred (lharlcr FrcenrJr), irssisl.rnr USI'll li)r
thc l)e'nplc's llcperblic ol (lhinr,'Iaiwan, llong Konu, Macao,
lntl i\krngolia.

Recent Intellectual Property (lP) Legislative ChanSes: Are US
Companies Taking Suf6cient Advantagc? LrS(ll|( l s

rrrrrndtablc discussion li,.rturcrl Bcn (iootlgcr, l Sh.rnghLri-bascd
Il) spccillist rvith nrcnrbrr corlpanv Rotrse & (-o. lnt('ro.rti()oJI.

October Issucs Luncheon on International liade Policy and
Chirra Issues: Administratiotr Perspectives l.cilur.cl l.tnn(lnll
Shr'ircr..leputr irsr,istilnt Sccrijtitrr 1)l 5lJt( ti)r |.t\t Asi.ln .tn(l
I)aeilic All'airs,.rrrd ( lhdrlL.s lirecmirr. irssistuDt LIS'l racle

Ild|reseot.rtivc (LiS'l l{) tol thc l)coplcJs l{cprrhlic ol (.hina,
Iair,'.tn, llrng KotrE. \lae.ro. .rrrd \lrnrloli.r.

USCBC Farewell Reception fo. Robert A. Kapp l.ric,ntls and
.ollc grrcs of }lohcrl A. Kapp gathcred to thrnk hirl1 tirr his l0
veir\ ofscrlicr rs L]SCli(l prcsidcnt and to wish hinl wcll
bclirrc his nrovc to l)ort li,wnscDd, \{ashington.

Beijing
Septenrber
Reception Honoring Outgoing USCBC President Robert A.
Kapp lirllorling thc [1S()B(i dclcgation's riril t() thr, lr.rdc l.rir
in Xiamcrt, Iruii.rn, tlS(lli(i (ihrir Mich.rcl Iiskov lrcl<i.r coik
tail rcccPtion in honor o[ outgoing l)rcsiclent llobclt A. Kapp.

Xiamen
Septembel
Eighth China lnternational Fair for Investment and'Irade
(scc p.9)

lssues Luncheons, Washington, DC

November 18,2fiX
December 15, 2004

,anuary 20, 2005

Forecast 2OO5, Washington, OC
Evening Rec€ption: February 2, 2005

Crnferenc€: February 3, 2005

For more information, s€€ p.64.

Sha nghai
0ctober
China Operations 2004 Conference lrellurcd discussions on
hunran resotrrccs problenrs.rnrl hcst practicrrs, cstatrlishing
sh:tr'ed scrvicc ccrtters. ( lhina's cconorny arrd linirocial services,
and anticlunrpinS rnd lntitrust rcgrrlalions. Thc lunehcon
sPe.tkcr, i\linistry of(i)nrnrcrcc l)c'lr.rrlmcnt ol \\I'( ) Alfxirs
l)ircctor (lcneral tle Ning, discussecl thc lirturc of trarling.utri
dir,lribUtiorr righrs in (:hin!.

0utgoing USCBC President Hobert A. Kapp with lormer
Ambassador to the lJnited States Li Daoyu al Kapp's

farewell reception in Beijing on September 9.
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EVENT WRAP-UP UPCOMING EVENTS
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\ruelcome Reception for lncoming USCBC
Preaident John Friabie, \ruashington. DC
Deccmbcr I , 2fiX
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The US-China Business Council, publisher of the
CBR, welcomed John Frisbie as its new president on
November 1. Frisbie brings many years of China
business experience to the position. From 1988 to
1993, he was the USCBC'S chief representative in
China. based in Beijing. He then held leadership

bat IPR violations in Anhui, Beijing,
Fujian, Guangdong, Hebei, Henan,
Hunan, lnner Mongolia, Iiangsu,
Liaoning, Shandong, Shanghai, Shanxi,
Tianjin, and Zhejiang. Wu also said that
shc has ordcred China's Supreme
People\ Court and Supremc People's

Procuratorate to issue iudicial interpre-
tations on the criminalizati<ln and low-
ering of thresholds ftrr IPR violations
by the end of the year. Assuming the
interpretations are issucd on time,
more IPR violation cases will be han-
dled by judicial procedures. Currently,

.r!F
I

I

o
I

USCBC Chair and UPS Chsirmsn and CEo Michael L. Eskew, with PRC Vico Premior Wu Yj in

Xiamen, Fuiian.

Shi lichun, vice governor of Henan;
USCBC member company representa-
tives; US government officials; and
groups from the Beijing and
Guangzhou American chambers of
commerce,

fHE CHINA BUS,,VfSS EfyrfW November-De(:ember 2OO4 9

John Frisbie Takes the Helm
positions with the General Electric Co. in China and
Singapore for six years before joining Mayer, Brown,
Rowe & Maw, where he was a key figure in the firm's
China consulting practice. Frisbie, fluent in
Mandarin, takes over from Dr. Robert A. Kapp, who
led the USCBC since April 1994.

USCBC Delegation Attends Xiamen Trade Fair
USCBC Chair Michael t-. Eskew led

a 23-person delegation of Council staff
and member companies to Xiamen,
Fujian, for the Eighth China
International Fair for Investment and
Trade September 7.9. Ihe delcgation
met privately with senior PRC officials,
including Vicc Premier Wu Yi, Minister
of Comnrerce Bo Xilai, and Vice
Minister of Commerce Ma Xiuhong to
discuss intellectual property rights
(lPR) developments, China! market
economy status, and the need to bwer
export control barriers, Wu told the
USCBC delegation that all of China's
World Trade Organization (WTO)
commitnrents are being implemented
on schedule, and some-such as Srant-
ing trading rights to foreign compa-
nies-werc phased in ahead of
schedule. On trehalf of the Council,
[.skew praised Wu for her cfforts in
promoting healthy US-China business
relations, and for the progress made at

the US-China loint Commission on
Comnrerce and Trade meeting in April.

During friendly yet candid meetings
with each official, the US(iBC delega-
tion raised specific concerns on IPR,
agricultural imports, trading and distri-
bution rights, standards, problems with
contractual enforcement, market access

for media and entertainment, and tele-
com services.

In response to concerns raised by
USCBC delegates on IPR problems in
China, Wu confirmed thar the State
Council recently established the
National Working Group for IPR
Protection, which she heads, and just
launched a year-long campaign to com-

etilD

most IPR violations are handled using
administrative means, which many
believe arc mild and inefltctive.

USCB(l hosted dozens of provincial-
and national-level officials at a recep-
tion in Xiamen on September 8. Guests
included Lu Hao, vice mayor of Beijing;
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Focust Healthcare

China is considering ways to reuamp its healthcare system
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Roberta Lipson

Boberta Lipson
is CE0 and chair, Chindex
lnte.national, lnc., and
chair of United Family
Hospitals and Clinics, the
first foreign'invested and
-cootrolled hospital group

in China.
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fit .rll the ih.rllcr{c. tJ(r,rg Ihe l'll( si'v(rl
f I,,,",,t. t"* .rr. ,rs rrrrr,'rt.rrrt . r'r d.rrrrrt.
!f ,,rg-.,,' rr\lrrs In.. nJIl.n.tr n(rrrn(rr.
syslcnr. Nol orrlv rfu lhc hcalth lnd rvclt_irlc ol
lhe nalion's l.-3 billitrn peoplc dept'ncl on it, but
in vcrv rcal anrl dircct rvavs, the rcst ol-thc
worltl's hcalth rlcpcntls on it loo. I-ast le;rr's
strugglc against scvcra a(utc rcspiratorv svn
(lr,)ll1( (5r\l{\).rrtJ (.ltin.r'. ellirrt trr Icrn r

hunran i nrnrunodcl-rcit-lrc1 r irr.rs ( H I\' ) and
acquiretl inr nru nodclicicncv svndrornc (Alt)S)
inli'.ti(,n ral.s lrovirlc anrplc prroof lh.rl the rcst
of Ihc rlorlti hns .r lit.ll \tnkc in (:hina's hc;rlth-
aarc svstaDr.

lirreign brrsincss is also lcarning crucial
lessrrns lbout thc inrportancc oftht, (lhincsc

hcitll hcalt svstcnr.'l ht l{X)-l SAIIS outtrrclk
causctl un csrimaretl Y-100 billion ($-i6.1 billion)
in rlirccl ccrrnrrnric Lrsscs in ( lhirra and unloll
rlisruptiorr ol thc opcrations lnd supplv chairrr
of lorcign firnrs. ln tlrc wrkc ol lhc SAIIS crisis,
the (ihincsc gov(rnnrcnl eol]lmittcd huntlrerls ol
rrrillions ol dolllrs to irlfroving the Prrblic
he.rllll ir)li.r.lru(lurc. rn l.rrl h\ intr..rril]g
inv.stnr.nt in anrl scopc o[Ohina's rcgional ccn
tcrs ti)r discasc.()11trrrl, bLriLling rnorc inlectious
discase hospitals, ancl r.rising intc.tioll-c{)ntrol
awirrcnrss tlrrough lraining rrrcl publicity. Ol'
i,rrrlrc li,reiEn hu\irrc\\ i\ (.lEcr li) P.rrtitrPate in
thcr' cllirrt.. I ()r(iED ll)lrr(\t irr irr!c.lrrrr'rrl irr
( )lrint's hcalthcare scrviccs is rising, as nrc thc
totrntrr"r nrcdicirl etluipnrrnt inrports, N hich
lrow stirn.l rl irroun,.l Sl [rillion annual[,.

ldentifying problems-
and solutions

With .rdruir.rtrle openrrcss rntl tr.rnkncss,
(-hinese l.olicvrrt.tkerr h.rrc.teknorrlcdgcrl tht

sh()rlcorrriDgs ()f thc curr!'nt hrilthcitrc syslcm
.ulJ lhr ir(ut( (hirllurgcs thcy l.rec irr inrproring
it. In Ihe Niinistr)'ofllcalth (l\lOll) ancl in
()lhcr dcpilrtor!,nt\ of the l)ll( ) govcrnnrcnt,
thcrc is rvides|relrl agrccnrcnt ()n thc nccd lirr
rctirrnr and tirrthright acknowlcrJgcnrcnt ol'
problcnrs in nrcdical scn.iccs that inclurie incffi-
cicncy, high costs, corruption, lack of a conrPletc
and lirlly inrplcmcntt'tl clurlity stanrlartl, ancl

prxrr scrvicc.'lhcre is also broad conse'nsus
arnong tht'se ofiicials thitt priviltc invcstrnenl-
hoth donrcstic and firrcign-cln play.r key rolc'
in solving thesc problcrns. llut officiirls havc n01

ycl rcachcd consensus r)n how l() inrplcnrenl a

Itrir.tlrz.rlr,,n I'r,'., rr without .rlr.rnriorring
(ihina's putrlic healthcare obligations under its
s()cinlist svstcnl.

"\\t'arc striving for a balancc Lrctwccn thc
govcrnolcnt's rcsp(,nsihilities and tlre nrirrkct
mcchanisnr," Wu l\'linBiitrng, lhc N'lOll dirccbr
ol Mcrlir rrl A(ltrini\tr.rli('n, lol(l .r li'ruttt in
Uciiing in August. Striking such a btlirncc rvill bc
tlittiiult unJ r. ill requirc va.t irrrl'r,'r(n)(nl. In
Ohina's rcgulatory lianrcwork. Il will also likely
rccluire ir uni,.1rrc hlcnding of thc nrlny varicd
itpproachcs norv undcr considcration.

Exisling slnte-or!ncd hospitrls nriry, lirr
exanrple. bc pcrnriltcd to cnter inlo pul)lic pri
r.rte plrtncrships in rvhich lhcy outsource vary-
ing locls of nranagcnrcr'rt. Sorle h{)sPitals
nright cvcn bc lllowc'd k) (ontril.t oul ill ol'
lhcir u rlr r.rg,. rrrcr rt \cr\ i(( \. I-(,r irrsllnic, irr

Suzhou, liangsu, tlre citl issuetl tenrlerr this,vear
li)r thc mnnagcnrcnt ol-nrost ol-its public hospi-
t.rls rvhile rct.rining owrrership. ti.xiriting hospitdls
arc:rlso increlsingll allorvtd to trlnsform their
owrlcrshif structur. hy taking on priv.llc cnpital,
nrost oi which has bceo donrcstic to clatc. Morc
privirtc invcslIr)cnt is also bcing userl [or thc

t
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Or,you can go with us.

wondering where your products are? witl they be delivered on time and in good condition?

With Maersk Seatand, nothing ls left to chance.
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Chinese policymakers have

acknowledged the shortcomings of the
current healthcare system and the acute

challenges they face in improving it.

conslructiorr of ncw hospitals. ln thc Zhejiang-
liangsu arc.r, scvtral public hosl,itlls h.nc bccn
solcl to privatt'invcstors, and the locirl govcrn-
rtlcrrt. h.rrc .rS$ri'rir( lt l rir'(l lr,,rrl r.r(l lri\illc
t.rpit.rl tu hrril.l nes h,^pit.rlr. ln this r,gi,rr.
rvhich has bcen rltgrcssivclv w()rkinB to attrnct
lirrcign invcstnrcnt in lrospitals, invcslnrerrls
worlh Y500 million ($d).1 nrillion) have alrt'rdv
bren .()nlrrcted. l)clclopnrcnls in r:thcr parts oI
thc.()unlry havc bccn nrrrch sLrwcr. as thc alli-
tudc\ oi thc ccntrJl Sovernnrcnl anrl Lrcal grrr -

ernnrcnts lrc ntorc conservalivc.
I-hcse lol apl'rolchcs rvould.rllow thc st.rtc

to divcst itsclf ol incflicicnt anci Iow-clualitv
asscts in tlrc hellthcare svstenr. lhepressurcof
nrarkcl coorpctil ion, nrcanrvhilr, shoultl conrptl
renrrining public hospitols t<: inrprolc thcir own
stand.rrds r:f scrvicc antl cllicicno. Such a systenr

Will China let
private capital flovv?

r\s PII( i policymakcrs arc rvcll uw.rre, plcntv
ol privatc eapital is poiscd to l]ow irrto thr
healthcirrc scckr, and thc notion of lirr-prolit
hospitals is no krnger cnlirelv laho(). At thc snnrc
tinrc, nranv otlicials arc s'an' of l rvholcsale pri-
vatiriltion ol hcirlthcarc tnd insist thilt put)li.
hospitals hc ablc to gu.lr.rntec lhc l)a\ic hcnllh
nee'rls of ( lhi nir's hurrclrctis ol nrillions of rrr rirl
.ruti urhrrt lix'r. \till inhtlr\ rrsr.rr tlr.rl lri\'.rti/.r
tion is no panacca at all, pointing to the high
cosl rrf mcdical scrvicrs irt counlrics rvitlr privatc
hcalthcarc systcnrs.

\\'hilc tlrc tlL b.rtc irrtensitivr, rcgtrl.rti,rn'
havc, lirr lhc nn)st pirt, vct t().hxngc. (livcn
such an envirornrcnt, whcrc thc ability to nt.rkc
.rn ldcqurtc rcturn is unprovcn, and rr hcrr
inrplcnrenting rrgulations lack clarity, thc rr:lir-
tilcly srnrll ounrbcr of ncu'lv r4renctl hosl,itrls
and clinics slroultl conrc as no surprise'.

Ol thc l:.599 gencral hospitals in (ihina,
onlv I perccnt irrc run lilr prolit ancl,lccordin€l
to l\'l()H slalisti.s, they hrndlctl a nlcre -3 Pcr-
cent ol (ihina's plrticnt lo.rd in l(X)l-

Despite the uncertaintiss surrounding the
future of hEalthcare reform in China, some for-
eign investors havo Elready entered the field.
Pioneering loreign playsrs havg boen invest-
ing End operating in ths health services sBctor
since the ssrly 1990s. As the handful of tomb-
stone projocts scansred sround thB suburbs
ol Eeijing illustrate, not all have msna0ed to
navigate the pitfalls-but soms h8ve.

ln Chinss largsst citiss, sevsrolsmall, tor-
eign-invested clinics ars successfully sarving E

mixsd cuslomer base ol sxpatriate and local
patients and sevoral foreign-investsd hospitals
have opened. The Uniled Fsmily Hospitals

Group (UFH), a division ot Chind6x

lnternationsl, lnc., openod irs Ilagship hospital,
Beiiing Unit8d Family Hospital, in Bsiiing in
lgg7. Wilh Shanghar Unhod Family Hospilal.
which opensd its doors thrs 0ctober, and hospi.
tals in Xiamen, Fujisn; and Guangzhou to follow,
UFH has b€coms one of the top lor8ign heahh-

care service providsrs in China. ln accordance
with PRC regulations, each ofth€s€ sites are

separately approvsd and rogistersd, but con-
tracl certain oftheir managoment functions to
th6 United Family Hospitals Group. UFH otters a

full ranqe of inpatisnt and outpatient services
that include medicine, surgery dentistry, pedi-

atrics, and obsletrics and gynecology. The

Beiiing hospital pionsered practicas in China

such as lamily-cenlered brnhing servic0s, fami.
ly msdicine. and an integrated women's h€alth

center. Ahhough the hospitalis the prime

provider to the intornational community, almost

one-third ol its patients are Chinsse.

UFH did not anain such success ovsrnight,
however. official approvals alone took l8
months lor Eoiiinq United Fsmily Hospital, and

the timeline from application to oponino ran for
more than five years. Shanghai United neoded

some 150 otlicial chops (otlicial seals), and the
hospital nosdsd lats-stage redesigns and re-

approvals to comply with new inf€ction control
considerations in the wake of the severs 8cute
respiratory syndroms outbrsak. Tr€nsforming

China's h€althcare sBrvices willtake time,
p€tience, creativity, and llsxibility on the part of
invBstors.

Across China, businsss, government, and

consumer culturss difter in imponam ways
(seo the C88 September-0ctober 2004, p.531.

Some are obvious, and others are subtl€. But

,ust as Chindex, ths foroign parlnsr and driv-
ing force bohind UFH, has had to coDs with
these diffe.snces to build its nationwide
heslth services network, so too will systemic
healthcare r8form ne6d to taks regionalditfer
encas into account. For a lull decade bsfore
initisting its first hospital proiect, Chindex got

to know th€ Chinsse hoalthcarB system by
imponing and servicing high-eod medical

equipmenl for hospitais st 8ll levels across ths
country. With this vast experionco in hslping
Chinese hospitals absorb and successfully use

the bost medical hardware that th8 Wsst had

to offer, Chindex was uniquely positioned to
tak€ the next stepi finding ways to adapt west-
ern businsss modsls and managsmsnt tgch-
niques and integr8te them into China's own
healthcare system. Chindsxs long Bxporience
in China b€fore ssning up I venture has obvi-
ously contributed to the companys succsss.
othsr invostors considering ent€ring Chins's

healthcare sector would do well to follow its
lead and lamiliariz€ themselves with th€ sec-
tor before jumping in.

Chindex in China

12 November-December 2OO4 fHE CHINA BUSINESS BEVIEW

nobena Lipson

rvoulcl also allow an expansion of thc rangc lnd
lcvcls of scrviccs lo an cvcr-ntore divcrsc public.
For instancc, , Srowing nunrbcr of rvt'll-to-tio
Chincse want intcrrationirl-stanclard hcaltlr-
cnrc-ilnd nrc prcpnrc'd to pav hantlsonrelr'lirr it.



\!'ould-lr filreign inveskrrs in thr'sr'.tor fn.c
additiontrl hurdles, and indrt'tl the regrrlations
do nrore to dctcr forcign invcstmcnt than to
encourrge it. Whollv lirrcign<nvned invcstmcnts
are prohibite<i, and in ioint-\'enture hcnllhcarc
[,riilitrcs f(,rcign invc\t,r:\ i!re lll)rilcLl lo n nruri-
murr stake of 70 perccnt. Regul.ltions nlro c.rll
firr a nrininrunr fl0 nrillion (Sl.{ nrillionl
invcstDrcnt irnd rcqrrirc all scrvicqs lnd irctivitics
to bc domici['cl at thc slnre liecnsed f.rcilities.
Branch hosl,itals or clirrics arc thus prol'ribitctl.
ehin.r h.r. al',r.li.c,,nlirrucd J uty excnrlli,'n.
li)r li)reign-invcsted herlthcarc lrrcilitics that
imp()rt,r1edic.ll etluiPnrent. ln.rdclition, foreign
invcstc<l healthcare lacilities arc cxclur.lccl liorl
sonrc pretercntial titx treatmcnt Ilans ainred at

encourirging lirreign invcstnrcnt. And folcign
mt'dicrl profersionirls are officially linriterl to
beirg thc nrin,'rity rrrrplovc(\.rl .rrrv lirrcign.
invested entrrprise, with 6-to- l2-moDlh linrits
on how long thcy may work in ( )hina, though in
pracliac conirnats are olicn re'ncrvcd tirr krngt-r
periods-

(liven thcsc hurdlcs, it is nol surprising that
ol lhc l9.00lr nrrdit.rl l.rtiliticr ,rl all tr pcs regir-
tercd irr ehina ir 2l)r).1, r)nly {s h.rvc li,rciEn
invcstnrent ind dnother l5 hnvr invL'stnrent
lionr Hong Korrg,'l'aiwan, ancl l\llcao.'lhe vasl

mirjority of thesc arc classifiecl its primlry carc
an(l (lcntJI (lini(s, cnrcrgcn(v (\'J(r.r.rti.,n (en-

ters, and rr'scarch facilitics. Only sevcral rvouLl
qualily Is hospitals.

Reason for caution
l)cspite thc clt'ar gains thxt rvoulLl rcsult fronr

thc in.rciscd usr'ol pri!ite cirpital iD lhc health-
care scckrr, (ihina has anrplc rcason 1o rnove
cautiouslv, Scvcrc rvclknesscs cxist in tltc rcgula-
torv cnvironnrcnt, arrcl thcsc, nectj to bc lixed il'
privatiz.rtioo on anv sul.)stantial scalc is l() stand
a chancc of succceding.

/\\ rtr olh(r \(rtrr:. ir) (.hin.l, .r lr.lrl:'rlron
kx{rrd priviltizrtt)n could obscurc ownership
and risk misapfrropriation of liovernnr.nt ilsscts.

Othcr challcrrgcs uniqrre b lh. nrcdical seckrr
inclurlc the lack of cxPcriencc il indcpcndent
hospital govcrnance anrong hospital atlnrinistra
tors arrd boarcls of clirc.lors, thc llct thnt thc
systcnl does not rerluire inde'penrlent govc'r-
nan(c,lnd tlre Poorly dtvclltd statc ol (:hinn's

hospital accreclitation process.

Higher standards
( lhinn dcsperatelt' ncrtls kr nrovc arviry fionr

its olcl svstcnr ol oalrrating ancl r.rting hospit.rls,
which wirs birsctl prinr.uily on ,n inslitulion's
phvsie.rl plant ancl hlr,.lwarc,, torvirrd rr tlrralit,v-
basr:d.rccrcditrtion \I'stcnt thnt lirkes into
nccount irll thc "softwnrc" thnt nrrkcs a lirlly
c<luippcd hospitrl run rvell.'lir (ihinir's crcrlit, it

Plenty of private capital is poised to flow
into the healthcare sector, and the notion of
for-profit hospitals is no longer entirely taboo.

has signllcd r movc in this tlircction rr,ith ncrr,,

e\peri mL'lrtn I standarcls.
NLrmcrous interrtational stlldarrls llrear.ly

crist, itrcluJrng th,,'c,rl th('lt'irrt ( ,)rrri\\i(,n
IntcrnationJl. thc irrtcrnalionnl arnr of thc rrro:'t

witlcly acceptctl US hospital lccreditation and

/i \liir r,\//
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China desperately needs to move away
from its old system of rating hospitals,
which was based primarily on physical
plant and hardware, toward a quality-

based accreditation system that takes into
account all the "software" that makes a

fully equipped hospital run well.

qLrulit,v rating body. ll,v lcli'rcncilg rrtrl trlitptirrg
sueh int.rnrtionill\'.r.cept(d benchrn.lrks in its
orvn ,.levclopment oI hosl,itll standards, (]hinl
roukl not onll elinrinate fnlsc starl\ nnd \t,nstrd
eliirrts, brrt also gain l conrnron l.tngu.rge rlith
thc glrbal hc.rlthclrc conrnrrnitl.

t ihinr'sc hospit.rls cnlrenllv nov rrrx :rpplv lirr
.rcerctlitllion unclt'r this starrdard bcanuse th!'
govcrnmeDl his yrt t() clrril,) regulatioos thrt

dcfine lntl auth,rrizc hcitlthcirre irccrcrlilirtion
.rgcncies. (luite apart fionr thc clcirnition ol the
stlnrllrtls thc'msclvcs, srrcccss rvill llso hingc on
thr lidelitv irnd.rhsolutc intcgritv ol the.recrcdi'
t.rti,'rr ln,itrr.rrrJ th. l',',iic' th.rt rrrrplcrrrcrrt il.
-l-lrcse 

rclirrrns lrc cspeci.rlly vitll xs i prrludc to
.rrv pri\ttilitir)n clli)rt, \o lhnt fr)lcntinl
in!csk)rs nnd prlicnls airn evJlurlc hospit.rls,
rcgarcllcss ol thcir ownlrrship or slrualurc,
raaordin!,l() reli.rblc anri unitirrnr standrrrls. ln
rddition, tht, r!idcspreld inr plenrcntlt ion ol'such
a tpality,standartl woukl cnhancc hcalthcarc
(luililv tlrr()ughout thc \v\tcnr.

Challenges for
private investors

Lvcn il-lhc neecsslry rcguhtorv rcfbrnrs take
pl.rcc, prilale inrestors in (lhincse hcalthc.rre scr-
r iccs rr'ill lirce thcir orvn I.rir sharc ol ehallcrrgcs.
Aglin, sonrc'of thcsc issLres irre corrnron kr irll
rcctors ol lhe l)ll( I !'conoorv. suah .rs thc hurdcns
('l hl,,.ll(rl .l.tll\ .rn(l ltrrE. l't rt'i,'rt ,'hlic.lti,'rr.
tlr.rt 1'1,1g11, rr,llr!' ('lrirrsr .lrl.-r'\\ ||.{l cnl( rl,ri.-
cs. Invc.stors rlill also nccrl l,r unl.rnqlc drc.l(!cs
rv,'rlh,)l r(portirrS.lnJ,r..otrrrtillFhist,rrr.. irr

order t,r producc rcliablc linrrncial \tntenr.nl\.

ContinLted on page 33
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M editerr:anean Shipping Company (MSC)
has reached the summit in worldwide
container shipping.
A voung conrpany drivcn bl- a spiril ol m.trilirne tra(lilion. MSC norv
ranks nuurbt-r lwo in oceanr trarnsp()rtation pro\.idinA top lc\'('l
cllstonler sen,ice. Gencva l)ascd, privalely owrted arrcl Iirtirrrciallv
soli(I. MSC ( rc(lits its risinA su('('ess to lrar(l \\'ork. clcirr visiort itrxl
lb<'trsr'<l serrsc ol dirc( lion. Nct\vorkc(l wilh lllcir or,vD ollits irrotrnrl
lhe rvorlcl. MS(l s l)usirrcss pt'rlirrnriurr'<' is l)ilsic olli'fin{ rl()I1'
s('n'i( ( s. c.ll)1r( itv. ilrr(l rclial)l( consislcnt (l('liyen li)r goo<l Iirltr<'.

Fu'('si{ht illrrl lr llrrrr erip (nr lh('pulsc ol ir l)roArcssivc industrJ
lrir\,( MSC - on course, on time ond on top oJ the world.

MEDITERRANEAN SHIPPING COMPANY
(212) 7644800, NEW YORK

www.mscgva.ch
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4,,,,t,,, [,n.,,,t,.,.atrllLJr lrr.llr(r rr.r\qrrn\rr ru
I -r,, lS;(ri(nt t'cr v(nr l,,r Ilrc t.r\l Ii r(.rr\
If,,, *'.,,u, r\ c\nuil((l lo lnfl( l)(t\l'((rl
:000 nn(l l0l0.5.tles oI prcscription tlrugs rlcrc
arotrnLl $r,.8 billiorr in (.hinir in l0(x)i lhis nunr'
l)er is c\pcctcd lo hit $ I.1 billittn [)v ]005 rn(l $14

billion [rr' ]010, .rrcortling to the l],r'ton
( lonsull ing (lroup. Ancl thc nrarkcl lirr ovcr-thc-
couotcr (lrugs (O l(ls) i\ cxpectcd lo nrorc lhnn
cluintul'lc betr''cctt l{)00.rnd l0l01() rr'd.h S-i.7

billion.'lhc ciriving tirrccs bchinti this sr.rrgc

inclu(fu lhL' counlrv's continually cxpanding and
.rging l,ol,r.rlatirrn, rising ineonres, lnrl rcccnl trr-
itF cr.rts. In the ersc o[ () l(.s, healthcare rclirrnr.
rvhich is lirrcing ( )hir)csc lo pity li)f ntore' ol llrrir
rnt'dicin.'s, is.rl'o boosting s;['s as paticnts shiti
lronr prcscription to O I( i drugs. Il tlre incltrstn
i\ 1,, nr.lrrtirirr llr i. Lvel ,rl gr,'rvlh. lt,,rvever'. it

rrrusl bcconrc rDore efliaicnt. nrL'ct intcrDation,rl
qtralrt r' 'ta rrJ,r rrl\. ,r n(l in\('l o].,rlj irr lnor'\.rli('n.

Still a generic market
China currcntly has nrore than 6,000 phJr

nracculical businrsst's. of which .ll)()ut 7(X) nre

li,r(iFIr in\cn(J.,\((orrling t,r tlr( l'.r'rtonr*l
lntelligcnre LInit s Ilrrsirrr'-rs (-lirrrr, thoLrgh lirr-
cign corrpanie's nrakc .10 o[ thc 50 most populnr
brlndr ol clrtrgs in China, their product',
incluclirrg imports, arcourtt li)r {)11lv l0 t() .10

pcrcettt of thc orarkct by vllue. I'harnraccLrtic.rl
opcratirrns rangc lionr rvltrllr, rxvoccl (--hincsc

conrpanics to Sirro forcign ioint \'.11turcs lo
wlrolly lirlc'ip1n-owned locilities irr (lhina. l\{ost
ol thesc lirnrs arc located in and.rround thc lrig
coastal cities, such as lleiiiog, (iu.tngzhou, ancl

Sh.rrrgh.ri. hrrt irr rc,.crrl yt.rrs. srrrrrt .lnrf.rnitr

's pharmaceutical market is expanding rapidly, but iB
Gompanies have a long way to go to meet international standards

are operations m#ager
and director of rB0ulatory
compliance, respectively,
at Fluor Corp.
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h.rve set up in placcs rich in biodiversitr', sr.rch ls
Yunnan or IInjnin, or in intcrior citics, lreecling
lhc grx,errrnrcnt's cill to invcst io thc $,a$t (scc

thc (-?11, lU.rrch-,\pril :00'1, p.li ).
'fhe majoritv ol linishcd products nradc in

(ihina arc lirr donrcstic consunlption. ()l th.
tlrugs nr.rcle bv thc ckrnrcstic (ihincse pharnra-
(cr.rti.nl industry, J..ording to (-/rirrrr Ilrirfirrg,
rrorc thao 97 pcrccnt of lhc l,vpcs ol drugs, itncl
;0 pcrc!'trt br'r'olunrc, arc gcnr'rics or eopies of
cristing tlrugs prorluced kr nrcc'l thc basic he'alth
nccds of thc PoPulirlio11.'lir clltc, tlrc I)l{(l
tlonrestic pharnraccutical industrv has investcd
vcrl'littlc in the rcscarch anti dcvelopnrcnt
(ll&l)) ol ncw drugs, though the central govcrn
nrcnt is r'ocor.rragirtg ll&l) throuBh irt\.estm('nl
and othcr incentivcs in an cff()rt to build a

world class pharnraccutical industry in (lhinn.
Scvcral litcign tlrug conrpitnics, such as

Astrazcnlcn plc, lili l.illl and (io., Plizcr lnc.,
and F. llolTman-1..r llochr: l.tri., havc sct up lt&l)
or clinical trial ce'r)tcrs in (:hina.

Activc pharnrilcculical ingredicnts (API ), or
[rulk phlrnrlceuticlls, are alyr a nrajor eonrpo-
nent ol the l,roduct hase ((lhina is onc ol thc
l.rrgcst glob.rl mnnrrlJCtur('rs (,1-APl), as are tra-
tlitional tlhincsc nrcciicincs {'l(lN{). Ihc rnlrkct
tirr qualitv API is rxprnding rvorldrvidc .rnd, as

finished dosagc flcilitics-lht nrlin consunlers
ol API conrc up lo standartl within (lhina,
dcrnanrl will also incrcasc donrcstic.rlly. (irowing
globa) .rnd d()n)estic drmrrd lirr AI'l .rntl 1(lNl,
ls rve,[.rs (]hinl's los production costs, make'
(lhina a viat.lle production base tbr thcsc prorl-
u(ts. Bul ,llol)ill mitrkcls rcquirc products ol'
high rn,.l consistcnt qunlitr. []ntil reccntl], thc
nranufacturc of'l ( lM lras bccn loosely rcgulatccl

November{



The PRC State Food and Drug Administration plans to cut the number of

manufacturers down to around 2,000 over the next three years.

in (,lrina, at ['ast in conrparison s ith thc pro-
duetion of chenrical phrlnrircerrticlls.

Building a domestic industry
'I'<r cncourage the enrcrgcnec of large domcs

tic ronrplnics thxt crn (onlPctc irltcrruliooitllr',
rlrc l'lt( . Sr.r( l0oJ .rntl I tr trE .\.lrrini'lr.lli(,n
(Sl:l)A) plnns b cul thc nr,rnrbtr ol nranrrfirctr.rr

crs d()wn t() irround 2,(XX) (,vcr lhc next three
ycirs l)v irttrition (poor Pcrlirrrrrcrs will eithcr hc

eloscrl or soltl ) lncl [rv requiring rcnuining lirnrs
to nrcct thc ncs,Coocl trl.loul.laturing Practiaas
((;\ll))r,r.i d.rrds. In tn.l, Sl:l)A rcquired irll
phlrnr.rcctrtic,rl companies in (-hina, including
lirrrign-invcstcd oncs, lo ()l)lnin (;l\l l) .ertifi-
cJtcs iiom Sfl)A b,v Ionc.l0, l{)0.1 to be Iicc'nsccl

to scll thcir clrug proclucts in (lhina. A[Tout hall
(,1 lltc (orrl.rni(\ nr(l lh( Jc.r(llinci.r,n)fJni(r
in thc Proccss of ohtnining c.rtili.ation Inav
sutrcontrirct :,econda11, pflrduction (but not fro-
r.loction oI intcrnreciiatc\ ln(l insrcdicnts) to n

(.rlillc(l (i)rlll).ln! unlil lur( .1(1, :t)lri.
( lhin.r's l,hlrnraccutical industrv hls roor:r

firr consolirhtion. (lhir1,r's 5,0(x) or so dornestic
conrl)nnics nccoLlllt ti)r 70 pcrcrnt ol-thc nr.rrkel,
.rorl tlrc top l0 conrpanies about l0 pcrcent,
atcrrrcling trr llnsi ts\(.hitut.ln contrnst, thc'top
lrl rrrnrl.rrricr irr rrr,rst rlcrr'['lc.l.r'rrrrlrics.r'rr
trol .rtrout hllf the nlrkcl.'l'hc cr)\l ol bringing
l lacilitr into conrplinnrc with the rrov ll\lP
\l.lll(l.rr(l\ \r ill likclv i.rrrrc s,'nre rn.tnul.ttttrrcr.
to cLrsc. l)E(llll\1A c\', thc (iclnrrnv-bascd
So.icty li)r (ihemi..rl Eogincr:ring .r ncl

lli tcihrr,rLrS). r..tirrr,rl(\ llr.rl (,',r\.rliIE ir \t,llr-
ti.rrrl plocluction linc in (lhin.r lo rncct GMP
rcquircnrcnls costs 140 rnillion-\'100 n'tillion
(S.1.1{ rnillion-S24.2 nlillio ). Iful (lhinn's drug
rDanul.ttlurcrs nrust also itrirpl or:tctluire tech-
loIrgv slandarcls lnd.r knorr,lcclgc basc to
achier,c lull (il\lP crrnrprli.rncc. lhis levcl of
cxlr!'rti\c is present in orgirnizntions cilher
orvncrl by or in partrrcrship with internltional
.onrp:lnics but nrust esscrli.rll,v b,.'inrporte.l [),v

firllv tirnrcstic pharnraccr.rtical conrflnics. Sincc
Ilrn..llr. \l'l)A lr.r. lrccll tl,,.ing.l,,rrrr rn.urul.r(-
turrr\ th.lt do not nrccl lhc oe\r'slrnd.trds.

Ensuring safety and quality
l'hrrrrr.rccLrtical rcgulations. both in China

an.l elscwher'r, irfli'ct nclrlv cvcrv lspecl of drLrg

nranuliritrrring, frorn tht rlcsig,n lnd constrtrc-

tion of nranut-acturirrg lircilitics to the dcvclop-
nrcnl of procedures ancl thc tminirrg o[ opera'
lions pcrsonnel pcrlirrnringl them. Internationnl
rrrglniz.rtic:ns establishing busincsses in (.lrin.r.

ruch.rs lohnson an<1 lohnsrrn, llristol iUvers
Squibh (ir., and (il.rxoSnrithKlinc' have alrcadv
.rrloptcd thcse st,rntiarris intcrnalll, becausc ol'
rcgulakrr}'rcquircnrcnlr' in other re8bns. ln
s()rlc aasest companl' intc'rnal slandards alc cvcn
\lri(tcI l]rJrr PR(, govcIrrnrcrtt rey,ulations.
(i)nlpliince with thc Sl'l)A (;MP should not
prrrc.r pr,rlrlcm lirr c,rtr['.rnics rrith rnternilioD
.rl .rtlilirtions,.rs n(w \l l).\ rcgrrl,rti,'n. ar, .irtti-
l.rr t,, th,,.r frrund irr,,thcr rcsrrl.rlorv re8in)(\.

l\ll)st industrt'.ln.rlvsts c\pect that Cl]ina will
:'rxrn.rlrr requirc inlcrnationnl current (;l\'11)

coorpliance', so thrt nrorr' l)ll(l-produced tlrugs
cln bc e'xprorted. l hc curr!'nt (ll\y'P arc a set of
rL'F,ulntions that govc'rn all asl,ccts of pharnra-
.cuti.xl manulircluring witlr thc goal of prrr<1uc-

ing r salt and eficaci()us |rodu.t. PR(: currcnl
( iNl ll r. hich are simil.rr to LIS and F.U currcnt
(ii\11), dcnl rvith hnished pnrducts, biologicrl ancl

l)lo()d produ.ts, and nrcclicitl devicc's. 'Ih$' ilso
inclrrclc spe'cific guidclincs lhirt .orer the mnnu
Iil.turc of APL

The rules of distribution
l.ikc clrug rurnrrL:rctrrring,, the ph:rrmaceutical

distribution sector is.rlso ripe lirr consoliclirlion.
In l0{x), China had nl)(,ul I6,000 st.rtc-()1vn('(l
ph.rrrrrlccutical lvholcsrlcrs, lccording to (i/rrrrrr

llrir,/irr.q. As in othcr sc(k)rs, (:hina frans k) crclrtc'

5 t() l0lirge phnrnrilccuticJl clistribution cnDll'rir-
nics io thc next livc vears. Retlilrncl rvholesalc

di:rtril)ution, including tirr pharrnlccuticirls,
opcns lo fi)reign invcstrrrs this l)ecenrber.

An industry on the rise
(ihina's pharnrlccuti.rl in(lustry is srt lo

runtlcrgo a trenrendous sarias o[ changes s il
rcsLrlt ol its W'IO rrcnrbcrship irntl tht'tlevclop-
nrcnl nnd cxpansi()n ol lhc ()hine'se ecoIonrl.
\\'irhin thc industrr', thr brrlk chenricals anrl
.l (.I1 tc.tors \ ill cxl).rorl lirrthcr, rnd the Pro-
Jrriti,'n,rf 6nirhcd rl,rs.rtt l,'rrrrr r!ill t(lntirtrre
to.lrrlh:y'. All ,,f llr(\( (icrcl(,ln)L'nls re(luirc
.rrlv.rnct'tl technicirl knowle,.lgc and rcgulatorv
conrpliancc expertisc-pcrhaps giving fcrrcign
lirnrs an eclge over thcir (lhircsc aountcrpirrts, irt
Ir.rst trruporirrill. 'i
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' Tony Chen,

and 0liver Xiaoke Zhang

Ghinab healthcare sector could grow dramatically in the next lew
years, but loreign inuestors must learn the rules belore iumping in.

il}il:iiff::n*r:"''
Tory Ch.o
(ionychon@psulhastinqs.coml is
head ol China intellectual prop-

erty practice, and

[0liver Xiaoke Zhang

toliverzhang@paulhastrn0s,com)
is a legal asJstant at Paul,

Hastings, Jaoofsky & Walker,

Shanghai.
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nir\ !,r,,wn rrr)lrr)' ,r
I -r".",,t vc.rrr.l,ut it. lrcrlth.,rrt serlor h.r,,

lf"*lr.t,,u".' .(i*ry Iwr(e.r\ r,r\l-rh r)cr(all
per verr or'cr llrc l.rrt tleirdr. Arr,l tlrcrc is r,u,rrr
lirr nruch nrorc grrlrth in China's hcalthcrrc
industrr'; (llrina's per.rpitr k)litl c\pen(lilurc ()n

hcalthcarc r('rtr.tilt\ l()w as a perc.ntnBc {)l (;l)l'
conrprarcci rvith dcTckrpcd nations, onlr'5.5 per-
(ent versrrs tl pcrcrnt in lapan .rnd l.].9 pcr.rnl
in thc Llnitcd SlJtcs in 1001, a.cording lo thc
Worlti Hcalth ()rg.lliz.rtion (WHo). lnvcslors
,r rc thu. I'cttirrE th.rt the g,rou th rr ill r.rrlirrur'.
According lo il rc(ent (ihina \/er)lurc (lrpiliil
Research lnstitution rclort, Jll \.cntLrrc arpilal

f,roiccts in 100-l \i'rre in the Pharnr.rccutic.rl .rntl
hcalthcarc scctr:r, rnorc th:rn l0 pcrccnt ol all
vl.'nlur..aIilxl prrrjccts in Ohina.

Forcign invcslr:rs interestcd in cstrblishing l
hospital, rllnulirclrrrirrg or distributing clrugs or
ntr'dii.rl clcviies. r'licring nrctlic.rl in\rrr.rr(c in
(lhina, or inrporling drtrg,s or nr.'dicrl tJcvices

into (lhin.r shouLl llrst becorrrc, f.rnrilirr rvith the
countryrs rcguLrtorl strualurc iln(l thc ty|es of
busincss opl,rrrtunitics availablc.

The changing
regulatory regirne

Healthcare services in f lux

a
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Focus; Healthcare

D^*r

b

) \:
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g.t

(lhina has becn overhauling its rcgLrla-
k)ry rcginrr: k) meet thc dcnrands rrf it
nrora rrldrkct-oriented ccononrv. lablc I

lisls 5tlnrc ol'lhc l,rimarv nltional
hc.tlthtlr, r. gtrl.tti,,ns .tn.l .thr'r l.rwr
relatccl to lrc:rlthcare. Thc Oataloguc

(iuiding lirrcign Investnrcnt in lndustry,
l.tst lcvi'cJ rr ll)02. li\ts the typ,'' rrf hrrsi-
nesscs frrrcign investors nrny conducl in

Cihina. Whcthcr.r lrusiness lics in ln cncourlgecl
or rcstriclcLl cirlcgory hclps k) clcternrinc lix
trcatnlcnl nnd othcr Lrcnefits.'l lre rcgulatory
borlics g,<rvcrning lirrl'ign invcslftcnl in this
nrarket inclrrcle the Ministry ol (i)nrnrcrcc

I tr1OI:(.()Nl ), thr i\linistrv ot I lc.llrh ( l\1()l I ),

thc Statc l'rx,cl and l)rug Adrrinistrnti()n
(SI:l)A), anrl thc (-hind Insur.rn.c ll.gul.lkrrl
Conrnrission ((:lR(l) (see p.ll).

It is inrp()rhnt lo notc thit provinci l, nrunic-
ipal, ancl olhcr krcal branches of govcrnrnent
inrplcolcnt alnrost all oI thc laws artl rcgulations
dcscribcrl alrovc antl issue nrorc tlcl.rilcd lules fcrr

.nlitic\ oP(.r.llinll rvilhirr tlrr'ir trrrr.,li. ti,,rr..
Forcign invcstors nrust consult rrith thc rclc'r'ant
mioistrics, r,lcpartnrcnts, anrl Iocll lrranches to
crt.trre lirll i,,rttlli.tnte rr'itlt lhc.c rrrl,''.

l hc Provisiol oI hcalthcitrc sclviccs in (lhina
is in transition. lhc centr:rl golcrnnrcnt stopped
providinB licc rucdical serliccs in lhc carlv
l9Hlr\,.rrJ hc.rlth(Jre bet.tntc.r l:c-li,r-.crviec
indr.rstry rvith rclatively littlc govcrnnrcnt sup
port or.t rclilblc, il rrdrblc insuraocc nctwork.
'I hc quality ol healthcarc availahlc ancl allirrd
ablc trr thc virst mitioritv ol ( ll'rincsc, lrnrti.ularly
in rurrl arcLrs. iill.

Nonprolit stirte-orvncd lnrl locirl-govcrnnrent-
run hospitals. health centers, anrl clinics, as rvell

r\ I,ri!rlc tor-l,ft,lil ilinii.. pft'r irlc tlrc rrr.riontr
of hr'.rlthe.rre in (:hintr k)d.r,v (sriJ 'lil)lc I ). I\lost
nonprolit irrstil r.rtbns receivc govcrnnrcnt subsi
clics.rntl rrthcl lirrding. I3ccausc nonprolil hcaltlt-
clre institutions rre subicat lo price c(rrlrols orl
Dr()st roulinc services and on drug srlcs, but canI
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Table 1 : Selected PRC Health and Medical Regulations

Regul8rion lssued by D6tc Scope

Begulation on Administrative
Protection tor Pharmaceuticals

State 0rug Administration December 19, 1992
(now State Food and Drug
Administration ISFDAI)

O Provided a unique administrative m8thod to protect legal rights o{

f oreagn pham6coulicals ownor
a Sst fo.th ths condltions and requirements lo apply for this

administrative protection

State Council Febrrary 26, 1994 a Enco!raged lhe Iormation ol private healthcare institutions
O Set forth conditions and procedures to form healthcare instituti0ns
a Required registration for each heallhcare rnstrtution

lmplementiog Bules tor
Begulation ot Healthcare
lnstitutions

Minrsrry ol Health Augusl29, 1994 a Classified healthcare instiiulioos and set lonh the examinalron
and approval procedures for their establishmeot

Decision on Establishment ol State Council
Urban Employees' Easic Medical
lnsurance System

December 14, 1998 a Eequired employers and employees i0 cities afid towns to
participate ao basrc medicalinsurance system

a Required employers and 6mployoes to conkibule medical
insutance fees

Regulations on Supervision
and Adminislration ot
MedacalDevices

State Council Janra rV 4, 2000 a Classilied medical equipmenl into three lovels, with different
administratrve rsquirements lor each level

a Required regrstration ol medical devices
a Required licenses to manutacture medical devices

lnterim Measures on the
Admrorstration oI Sino'Foreign
Equity and Conlractual Joint
Venture l\,,led ical lnsttutrons

Ivl nrslrv ol Heahh May 15, 2000 a Allowed joint venture healthcare institulions in China
a Prohibited whollylorergn-owned healthcare rnstrtutions
a Set fonh the conditions and requirements to establish ioint

vonture heallhcare institutions
a Set lorth examination and approval procedures tor estab!shmeot

of loint vent!r€ healthcare insthutions

Ministry of Foreiqn Trade
and Economrc Coop6ration
{M0FrEC}

lmplementing 0pinron
Regarding Classiticalion
Beq!lalron 06 Healthcare
lnstitut,ons in Cities and Towns

lvl inislrv ot Heahh July I8,2000 O Classified and dslined forprolit and nonprofit healthcare
institutions

O Calegorized foreign'invested healthcare institutions as tor-pro{it
insthutions

a Provrded subsrdres lor nonprolil rnstitutions

State Admrnistralion ol
Traditional Chinese Medrcine

Mrnrstry ol Finance

State Development Planning

Commission (S0PC)

PRC Administrative
Pharmaceulical Law

National People's Congress February 28, 2001 a Classified relevanl enterprises into pharmaceutical production
6nd sale enterprises

a Set lorth rules ,or regulating pharmaceuticals, including ,or
manuracluring, pricing, packaginO. and 6dvertising

a Required diflerent licenses and cenificates lor various activitres

PRC Re0ulations on

Foreign-lnvssted los!ranca
Companies

State CouncrL 0ecember 12, 2001 O Allowed forergn-invested insurance companies in China

O Appointed China lnsurance Regulatory Commissroo (ClRClto
reg!late loreign-invested insurance companrss

Cataloque Cuiding Foreign
lnvestment in lndustry

s0Pc

MOFIEC

State Economic and
Trade Commission

Amended
March 4, 2002

a Re'established the basic lramewo.k and restricrions/prohibrlrons
for approvalol alllor€ign rnveslmenls rn Chrna

a lssued a timelin€ for removing restricions on pharmaceutrcals,
medical devices, and drug sales in China for foreign investors,
consistent with China's World Trade 0rganization commitments

lmplemenlrng Bules lor PRC

Adminiskative Pharmaceutical
State Coun l August4,2002 a Detailed adminrstrative procedures and requrrements lisred an the

PRC Administrative Pharmaceutical Law

Administrative l\,4easures lor
the lmpon ol orugs

a Specitied ths administralive procedures and certilicates and
Icenses required to impon drugs

a Required permits to impon narcotics and psychotropic drugsPRC General Administration
of Customs

Administrative lMeasures lor CIBC

Bepreseotatrve 0tfrces ol
Forergn lnsurance lnsttutions

a Specilied adminislrative procodures and requirements for
€stablishiog loreign insurance instfution reprssentative ot ices rn

China

Janua ry 15, 2004

lmplemBnting Rules lor PRC CIRC

Segulations on Foreiqn-lnvested
lnsurance Companies

Nlay 13,2004 a lnterpreted provisions in PRC Regulations on Foreign-lnvested
lnsurance Companies

a Specilied requirements lor foreign insurance companies to lorm
operations in China

Source:P,ulHastings

November-December 2OO4 fHE CHlttA BUSINESS BEVIEW

Begulation of Healthcare
lnstitullons

SFDA Augusr 18, 2003

20



The US-China

Business Council

is the principal

organization ol

US corporations

engaged in trade

and inuestment

with the People's

Republic ol

China. With

olfices in Beiiing,

Shanghai, and

Washington, DC,

USGBC business

aduisory services,

publications, and

events give you

the specialized

inlormation your

business needs

to succeed in

Ghina.

To learn more

about member-

ship* in the US-

Ghina Business

Council, please

send us one ol

the cards on the

right.

(>
THE US.CHIHA BUSI ESS COUNCIL

*f ii " + Dl 4 '. i:

YES, send me more

inlormation by e-mail!

IIOIE ALt flEl"os ARE r[qIn[D. 'Mombsrship in the USCBC is rvlihbls to Am.ric.n corporltonr or olh6r buino$.nt0as incorporstod
h rho US $ iri rurrendy doin9 or h0vo $o crp! bility ol doing busin8sr diroc y wirh ti, PnC. Foroitn com0.no3 w[h one or mors offc€s
ihrorporlrod in th. US m.y EIio b€ 6liribla, but srr rpprov€d for m6mb6rship on s csse.by.c !!o brsis Nonprolil govomm€nl-rlfliatsd, lnd
!c.d.mic inttturon! !re nor sligible lor msmb€rEhip.

-+-------
U
s
c
a
c

'I{E 
UE.CHINA BUSI'IESS COUNCIL

{ff$4r4+i,i l:
YES, send me more

inlormation by e-mai!!

XmAU rIEOS AiE iElllrliclt. 'Mambrrship inthe USCBC l! rv.jlrbl. !o Am.dcen corporrlion! or othar busmo$ entts! mcorportlad
in th€ l.,S thrr.r. curently doin! or hsvo $o c.psbility of dorng burino3s directly urilh rh. PRC tor€len complni.3 wth ono or mor. onioos
incor9or.rod in rha US m.y rl.o b€ .ligibls. lur lre rpprovod tor momboEhip on ! ca$.by-crse br3i6 Nonprolil Cov.mm.ni-Elfili.rod. .nd
!c!d.mic inBmullona !r€ not al{rbl6lor m€mbershrp.

U
s
c
s
c

THE Ug.CHIITA BUSII{ESS COUNCIL

+f 1{ */t'tl + i! l}

YES, send me more

inlormation by e-mail!

XI,IE AU- flElls AnE iEolrnCo 'Mombsrshrp n lhs USCBC is av.il.bl. to Amenc.n c orpor.llons or other busrno3! anntor mcorporelsd
m rie uS th.r.r. cur.nth doi6g or have th€ clpabiliyol domg busrns36 dr6ctjy wl$ $o PBC. Fororgn complnrsr wrth ons or mors ofiices
ncorpord.d rn rh. t s m.y rlso b0 eligiblo, bur aro !pprovod io.m€mbolship on 6 c.ro.by-c!30 b.sr Nonprofrt govsmment- stliliatod,and
!cldomic inrrirurioB 6r! nor ohgrbl€ tor mEmborship

U
s
c
B
c

U
s
c
a
c



Visit our website
www.uschina.org NO POSTAGE

NECESSARY
IF MAILED

IN THE
UNITED STATES

ililll

BUSINESS REPLY MAIL
FIRST.CLASS MAIL PERMIT NO. 19004 WASHINGTON, DC

POSTAGE WILL BE PAID BY ADORESSEE

THE US.CHINA BUSINESS COUNCIL
1 818 N ST NW STE 2OO

WASHtNGTON DC 20078-6587

t,,r, il,,,1r,,, r,,,il,, t,, [,,,t, t,t,,t, t,,,il,,,il

-

-r
-
-L

-
-
-
-

U
s
c
B
c

(>

Visit our website
www.uschina.org ililil NO POSTAGE

NECESSARY
IF MAILED

IN THE
UNITEO STATES

FIRST-CLASS MAIL PERMIT NO.19OO4 WASHINGTON. DC

POSTAGE WILL BE PAIO BY ADORESSEE

THE US-CHINA BUSINESS COUNCIL
1818 N ST NW STE 2OO

WASHtNGTON DC 20078-6587

t,, t, il t,,, il,,, t,,, il,, t,, il,,,1,1, t,, t, t,,, il,,, I

-
-
-
-
--

--
-
-
-

Visit our website
www.uschina.org NO POSTAGE

NECESSARY
IF MAILED

IN THE
UNITED STATES

BUSINESS REPLY MAIL
FIRST.CLASS MAIL PERMIT NO. 19004 WASHINGTON, OC

THE US.CHINA BUSINESS COUNCIL
1 818 N ST NW STE 2OO

WASHINGTON DC 20078-6587

-
--
--

--
-
-
-
-
-t,, t, il t,,, il,,, t,,, il,, t,, il,,, t, t, t,, t, t,,, [,,, il

US-China

Business
Council member
services
include:

POSTAGE WILL BE PAIO BY ADOFESSEE

BUSINESS REPLY MAIL

llllil

I Rapid-
response China
business
consulting

I Weekly
newsletter.
bimonthly
magazine, and

special reports

I lnstant
inlormation
through
memberc-only
website

f Conlerences
and meetings
with expeils
and high-level
government

officials

Reply today
to find out
how USCBC
can support
your work in
China



otlir spccinltv nlcdi.il lr(.rtnrent5li)r hishcr tics, nunv
ol'lht'sc il:tituti{)ns rclv on drug rcr'cnues and spcei.tltv

lrcdtnrr'nts lo rcnrain solvcnl. As it rcsult, nonProlil
hc.llth(ire irrslitLltions ovcr'-prescribc tJrugs artd ovcruse

spccinltv lrcillnrcnls,.rccortJing tr: srrnlc analysts.'l hcv

.rlso lerl(l lo l)c undcrstxlii'd.
Nl()H is rcvising rulcs.lr)d reglllntions to (rnc{)urn!,c

bctte'r nretlical lnd nlanitgcnrcnt pritaliacs, such ns stP:l'
r.rtr ircaountiltg for pharnrlceuticlls ittrd other scrviccs

lncl the rclautiolr of s()nlc pricc rcstrialions. F()r

instan.r, oonpR)lit hcaltlrclrc institulions sct thrir scr-

vicc priccs rvithin a rangc sct hy thc g()vcrnmenti li)r
profit hcllthcarc instituti()ns ma!,basc thcir s.rvicc

frr(c.tlrr Ir)rIkLl (on(lrli.,n\. fh(' Frt\(rttrll(rlt \(t\ lrtL(\
lirr tlrugs listcd in thc Llrb.tn llrnpLrt'ct llasic trlctlieal

lnsrrrili.c Syslcnr (Ul.llMlSl L)rug (.ataloguc aotl rlrttgs

rrronoPolizctl lry the gr)vern!]rrnt,l)ut thc Prict's ol
rcnr.rining drugs.rrc cictcrnrint'd Lrv lhc ntarkct.

Lirnited foreign involvement
\1,''l l r('ign ittrrrtLrl lr..rltht.trc crtl.rl,ri\'\.rlct l,'

lhc $ealthv rn(l to tirrcigocr: in nrairrr urtrln.rrc;tt,
,)t)crating \nr.rll, lirirll kxr-prrrlile i,rint Ycnturc.linics
.lnd depnrtnreots within hospitirls, althoLrgh sevl'r.rl

rnoclesth rizrd hospitals.trc in o|crnli(),r ()I'dtc

plnoncd. Nli):'t such l.rcililics art clinic' r'ithrrrrt irr'

PJliert bc(is,.rDd lcss thilt] l{) pr'r.cnt ()l tht ti)rcign
invcstcd hospitals havc nx)rc thin llX) l)c.ls.'lhcrc itr.
(urrcntly nl)oul l0() su.h lirrcign invcstcrl hcllthc.trc
in\litution\ opcrnting in (:hinir, Irlo\lll in ltciiing.rltl
Sharrglr.ri. Ihcscinclutlc [;nitr't] l:anrilr l lospit.rl' .rnr1

t)linics in llciiirg and Sh.roghai, SK lk,spital in llciiing,
rntl Shangh.ri \\trrld Link i\'lcdical an.l l)cntirl ( lcnlcr.

Ac.ording k) thr lnterinr Nlcasur.s (rn thc
i\drninistriltion ()l Sino-Frrrcigtt Bquitl'.rnti lrint
Vcnturc Nlcdital ltrstitutiotrs, lirleign invcslors may not
,'pr:r.rtc wh,rllv iirrcigrt -' rwrl((l hcJllhLrrc I I 1 \ t i t t I I i ( , I I \ '

lrut arc pcrnrittccl to holc] r,rl) to 70 perccDt ol the equitv
slrarcs of Sino lirrcign joint lcnlurc hcalthearc instittt
ti()ns. The slntc.n.ourngr'r thc li)rnt:llioll ofjoitll vcn-

turcs by allowing thenr lo sct thr:ir own priccs lbr
nrctlicll serviccs, cxe'rnpting thenr tirxn [rusiness lax otr

inconrc tiorl nrcdical serviccs lirr thc llrst tlrrr'c rcars ol'
ol,(rirtr(,n. Ihu\.lh(\c irr'tittrliotls Jo rr,'t 'ulIcr l'r,,nt

sornc ol thc phrblenrs encountered by thc n( Prollls.
lir l,cFirt oIcr.rtiorrs. lorr'igr ltculthi.rrc irt.tilution'
mu5t irpplv k) Nl()H anci i\lOf(l()l\{ lirr aPproYal rrl'

thcir busincss pl.tns, a Proa$s thirt mlY nol tirkc llr()rc

thlrri 90 workiDB dirys accorcling to thc larv. l he applica-

ti()n nrust inc[rdc r Ieasibilitv sturly rcport on the pro'

rrserl instittrtion, ioint vcr'rtorc docunt.ntiti()n, and il

list oi tlre dircctrrrs lssigncd hv cit.h Pnrl,Y lo thc ioinl
vcnlurc.

Nevv rules for drug makers
ln l(X)i, (.hirrn's phJrn.t.r:uti..ll nr;rrket was villtrccl

nt nn)r(' thnn $(, lrillion-rrrlv 1.5 pcr.cnt ol thc globrrl

nrlrkct, accor(lin{ to Nftrrgiln Stirnlc,v-bttt it has

rr(^\n I I pcr.cnt anntlallr ()n .tver.lllc o\'.r thc l.l:'t
clce.rdc. C/rirrrr liorrorrrrr's lti'tl/)' rankcrl the Phartn.r
eculicill induslry ils ()rre {)l lhc l0 nt()sl luarnlivc in(ltls
trics in China in l{)0-1.l ht l)ll(l govcrttntcnt
cn!()!rrit!{r5 lirrcign inlcstnrcnt in mosl drug mroul.tc'
turing through lax brcitks.ttrd othcr inccntives. In

100-1, (ihind hdd nr{)rc lhrn 7(x) fbrcigrr'invcstL'd t)h.rr
nraccrrtical nranrrlicturiltg jrrint venlr.rrcs, itrcltttling

Table 2: Medical lnstitutions and Hospital Beds in China. 2OO3

TYpo

GeneralHospitals

Tradrtronal Chrnese Medrcal Hosoilals

Tradrtlonal ChrnBse lvledrcal'Westero
l\4edrcalHospitals

Specialized Hosprtals

Nursing Hosprlals

Cornmunrty Health Centers

Health Centers for Ethnic l\4inorities

Sanatofiums

Clanics

0ut'Patienl Departmenls

Prenatal and Pediatric Heahh Centers

Specialrred 0rsease Prevenlron

and Trealmenl lnstrtlles

First.Aid Starions

Noles: NA.nol avarlable

Source PRC I\rrnrstry ol Health

1,6i0

20

44,540

149

2W

57,62

2,854

1.579

Poblic
onprolil

11,418

2,334

146

Medicsl loslitutions

Local-
Privale Govs.nm6nl

For-Prolil Sponsor6d

1,137 5,781

182 2.290

47 120

Eolerprise
SDonsorsd

4,893

14

l5

Public
I{onprolil

r,656,946

252,040

18,937

86ds ill Medical lnstitulions

[ocal-
PriYale GoYornme Enlorp.ise

For.Profil Sponsored Sponsorad

53.221 r.228,500 38r,837

8.094 249,612 685

1,531 17,239 1,136

646

6

52?

8

I
140,649

2,1r9

l3

23

1,348

7

43.983

148

161

7,063

1,105

r,59i

104

6

93

NA

64

21,lfi

681

41

51

240,390

r,9ll1

675,152

5,558

45,242

NA

8,976

79,542

31,615

26,307

385

5,912

211

76t

NA

3,552

185

545

2r6.660

665,853

5,441

NA

23M

80.r70

28.791

9,561

7$

NA

10.ts5

NA

3,411

36

3,583

97 t4 1,086 23 562 377111 3
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China's Health and Medical Regulatory Bodies
At the peak ol China s legislative and regulatory systems lie the National People's

Congress (NPC) and the State Council. The NPC is China's highest legislative authority,
while tho State Councal is the central administrative authority responsible tor issuing
regulations and administrative orders. approvinq certain adminislrative measures, and
drafting cenain laws for the NPC. lJnder these tlvo bodies are various ministries and

other government agencies that have a say in the regulation of China s health and
medical sector

The Minirt y ol Hrrlth has overall responsibility for regulating China's healthcare sys-
tem. lt oversees public health, healthcare institutions, health system relorm, and medr-

cal r€search and also drafts and issues relevant administrative measures, notices, and

circ!lars.

The ilini$ry ol Commorce (M0FC0M l, lorme rly the Ministry ol Foreign Trade and

Economic Cooperation and the State Economic and Trade Commission, regulates tor-
eign investment in China. lt formulates and implements detailsd loreign trade, econom-
ic cooperation, and loreign investment policies and qoverns the establishment and
operation of foreiqn-invested enterprises. M0FC0M also dratts and issues most laws
and ro0ulations specitic to foreign iovestme0t.

The Strto food !l|d o]ug Admiristration (SFDA], a bureau diroctly under the State

Council, oversees the research, production, and distribution of pharmaceuticals and
lormulates and implements detailsd administrative regulationsfor pharmaceuticals
and medical devices. SFDA also regulates the tood, healthcars product, and cosmetcs
industries.

The Adninisration ol Ouality Suporvision, lnlpoclio[, and ousrsntine lA0Sl0], a

bureau directly under the State Council, drafts rules and regulations on certification
and accreditation, safety and quality licsnsing, hygiene rogistrarion, and qualilication

assessment. A0Sl0 also supervises import and export quarantine, sets technical stan-
dards, and granls cenification and accreditation. To comply with China! World Trade

0rganization obligations, A0Sl0 instituted the China Compulsory Certilicstion from
May 1,2002. (Previously, China had ditlerent requirements for imports and for domesti-
cally produced goods.) Under the new system, medical diagnostic X-ray equipment
and 1l other medical devices must obtain certification.

vcntures sponrorcd bl l'li/cr Inr:.,
( ;l.rxosmilhKl inc, Jansscn l)harnraerutica r'-\1,

rncl llristol Nlyers Squil)h (i)., J..ounliDg li)r J0
pcra('nl ol ph.lrnlaccutical s.rlcs nalionrvidc.
-lhcse 

ioint r.cnlures lntl sonre'rrhollr lirrcigo-
orvned entitics dominrrc thc high cn(i ol the
rnirnLrt'lclrrring nr.rrkel, htlt dorncslic rnrnuf:rc-
turcrs arc shilting lionr lorv-cnd, g,cncric drugs
.rIr(l h.sirrrirrg l, 

' 
Jer.l,rp l hcir o\\ t] lr( rrliurI

priecd, [rr.tntlcri rrcdicines.
'lhc SI-l)A rcgulatcs thc rrnnul:lclurc,

inrPort, irn(l dislributiorr of pharnraccuticirls rnd
lrovitlt's spceilic rulcs lirr traclitional (.lrinest'
nredi.inc ( I(ll\l). Spccilie lrrvs grrtcrn thc

approul antl regi:,tr.rti{)n of drugs, the lictrrsing,
oidrug nrlnuficturrr\, thL' certili..rlion and
licensing ol rvholes.rlcrs and rctailers, quality
.ontrol, inlcllcctu.ll propljrtv riglrts rclatcd to
pharnraccutic.rls, rnd rdYcrtising. Slil)A issucs
Ncw I)rrrg (lcrtilicatt's lirllorving approveri clini
rul tri.rlr.,\Jrliti,rn.rl rtrlc' rpplr t(, nrr(i,tir\.
psychotr()pic substnlrces, lnd raciioirctivc phar
maccr.rtieals. Iir nranulireturc or clistritrute phar-
mn.r'ulicJls in (ihin.r, lirreign invcstors nlusl
.tcquirc a l)rug l\lanul.rcturing (l.rlilicntc or n

l)rug Supplying Ocrtilic.rte, both vllid tirr livc
vtlrs, fronr thc krc.rl SI:l)A brnneh.

A((,,r(lrnB h' lh. I'l{( Adnrini\lr.tti!c
Ph.rrnlirccrrtictl l.irrg, to csllblish it manuta(trlr,
r'r,ln irPPlicant nlusl lirsl apply lo tlrc locnl
SF[)A branch, which ll)tt\t issuc J riccision with
in -30 w,orking tlals. Aticr !'stablishing the rrr.lrru-
l.r. ttrrr'r. thc .r1'plii.tnl rnu\l Jlll\ li,r ir\fc(ti.,n
o['thc nranulJ(turcr, rvhich thc Lrcal SFI)A
branch shotrld arrirngr wilhin nnotllcr -10 work-
in!! d.tvs. l)rug Dranulitcturers ntu\t olCct a li\!
h.r.i. r( qlr irL rtlcnt\ hrI,rc li(ttir)rrin!,rpcrrlir'r1\.
'I hey nrurt
O Enlploy lcg,ally qualilictl pharnraccutical rnd
.nginc.ring pr()lessiorrlls
a Hnlc npproprixt. l.r.ilities
O Enrplov pcrsonncl c.rpablc ol qunlil\,.otrlrol
and testing rrrrd

O Flrvc irr place intcrnal rulcs lnrJ rcgulations
to ensrrrc drug qrrJlity.

[)rug nrlnutacturcrs n)ost fi)ll()w the \\'H()
( ;oorl \l.lttul.lilllr In$ l'r.r( li(c. hrr p1.11n1.,."r,t'.
.al pro(lucls nrrd lhc I'll(l Nation.ll I)rug
Stnr)(lnr(i. l'l.l( . rcBrrlrlor\ \ ill .r,rrdrril in'pci-
Ii{)tls t() .l\sure ar)nrplhnce. I ht' nr.rnuf'acturcr
nrust apply to local Slrlr\ [Tranchcs, rvhich issut'
pharnrilacutiaxl manullcturing liccnscs, to ntakc
irny.hangcs to the pharnraceuticirls i1 is produc,
ing; thc las rctluircs tlrc agencv to rcndt'r I rlcci-
sion lrithin l5 urrking dr,vs.

Distribution opens
(lhinn s (lrug dislril)ution svslcnr ir still liag-

rlcntcd. Ily thc eo(l of 2(X) I , thc nUnll)cr ol'
nuthorizcd tlrug rvholcsalcls in (lhina reachcd
17,000. 11)r .()DtpJrisol], the Unitr(i Stitcs hx],
()nl! ;0. \lJnv cxp.rls c\pect a sh krout in thc
r)(.rr lirtrrr(.,r\ ( hin.r will .rll,,r' l,r(.rg,n irr\'(\tr)r\
lo opcrntc wholcs.rlc ancl retail distritrutors
bcginling l)ccenrbel I l, l(X)'1, in (()nrpliancc
rvith its \\irrld Tratlc Orgnnizati()n (\\'11)) obli-
gntions. lr.cn so, lirrcign invcstors rr ill be per
mitted to hol(i no rlrorc thau 50 plr(cnt ol joint
venlurr: rlislributors rrith nrort'thrn 30 locirtiorrs
in Chinr.

To olrtain the appropriirtc.crtificntc beli)rc
beginning oPcratiotrs, drug wholcsalcls nrust
r)rcct rerlrircnlents sinril^rr to thosc lirr ntanullc-
turers. I)rug distribul()rs ntust fi)llow thc (;oocl

Supplv I)r.l(ti.es Ii)r Pharnraccutical l,roclocts,.t

Nowerr rtrr:r De(i1r ll l)cr 2OO4

The ChinE lnsursnco Bogulatory Commission. a government-sponsored institution
directly under the State Council, formulates st.ategies and policies for the dsvelop-
ment ol the insurance industry proposes and carries out insurance induslry regula-
tions and laws, and examines and approves the establishment of foreign"invested
insurance institutions. Though ths PRC Ministry of Labor and Social Security is respon-
sible tor state-run medical insurance schemes, it does not regulate the commercial
insurance sector.

-Mitch Dudsk, Tony Chen, and 0liver Xiaoke Zhang
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quality management regime set by SFt)A in
1000 th.rL requires (ompanies t,) mninlJin rPe-

ci6c criterin, and PRC regulators will conduct
inspeclionr to assure tompliance. A ftrreign
partner in a wholesale pharmaceuticals distribu-
tion joint venture nlusl have an average sales

volume of more than $2 billion for three con-
secutive yeirs and total assets cxceeding $200

million at the time of application.

lmport and export rules
The SF-l)A also rr'gulatcs drug imports. Since

thc anrended !-oreign liacle Law trxrk cffect in
Iuly, foreign-investcd and PRt. dome'tic c,rmpa
nies have thc samc import and exporl riShts.

According to the Pharmaceuticals [-arv and the
Administrativc Mcasures for thc Inport ol-

Drugs, companies wishing to import drugs must

a Obtnin .l registration ccrtificate for thc
importcd drugs fronr SFDA

a Obtain irn imporl Pernrit (fi)r nirrcotics and
pslchotropic tlrugs) from SFDA

a Obtirin a cusk)nrs entry perrrit lirr the drugs

frorn the customs authorities at thc port of entr,v

O l(egister the inrportcr with lhe local SFDA
branch at the port of cntrl
a Have thc local SIiDA branch test sanrplt's of
the drugs and obtnin an inspection report fionl
thc drug inspection olfice at the port ()f entry.

China irrrposes no special restrictions on lhe
exBrrt of pharmaceuticals.

Medical devices
strictly regulated

lhc rneclical dcvicc nrlrket in (lhina contin-
Lrcs to !lrow r.ltidly. In 1001, (.hin.t's rnedical
do icc nralk.'l was rvorth nrorc than $l.l billion,
and fronr Ilnu.rrv lo Iulr'1(X)j, during th,: sercrc
Jallte respiratory svndronrc (,utbrcxk, thc lot.ll
valrre ol nrcclical devicrs inrport.(i int() and
exl,ortetl lionr (-hina iunlP.d l-ll Pcr.ctll ()\'cr

thc sante periocl thc previous vtar.
As stipulatcd irt thc Ilegulations on

Srrpcrvisioo irnd Adnrinistrxtion ol Mcdic.rl
t)o ict's. Slil)A rcgulatcs thc' ntanulacturing and

W

The Company You Keep"

New Beginnings
New York Life is proud to support
the US-China Business Council in
its mission to promote relations
between our two nations. we're
also proud to begin our business
in Chengdu.

As New York Life looks forvvard to
2O05 and many successful years
ahead for the US-China Business
council under John Frisbie's
leadership, we also salute the
great work ot Bob Kapp.

New York Lile lnsurance Company
51 Madlson Avenue
Nevr York, NY lo0lo
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Patent protection
Ohina stlrtcd granting patcnts pr()tectillS

pharmirceutical substances in 199-3. For drugs
patcnled outsiclc of (ihinir Prior to 199-1, own!rs
of pharmaccr.rtical patc'nt rights in anothcr
countrt' oriry aPpl)'for (lcrtificrlc fi)r
Administriltivc Proteclion fbr Pharmaceuticals
by submitting an nppli.alion, thc certihcatc of
th( rclcvarrt arrthoritr trf thc .,,ulllrv trJrllint
th( Pnlcnt..rn(i d(,L tlntcntrti, 'n dcrnrrrrstr.rlirtH
thc rnarketing or nranufacturc of the phrrma
.euti(.rl ir ( hrnJ. I h(' .rdn)ini\tralivc l\r,)l((lrrn
is virlid lbr sevcn vcars rntl sir months.

distribution of nredical devices in China, each of
which recluires a license, and registers all
imported medical devices beforc thcy can bc
sold rn ( hin,r. 5pccit'r(allv, thc sfl)A re8irters

and tests medicll devices, sets quality stlldards
and i,rnducts inspectirrnr. issucs pr,,duit rcg,ir-

trirtion certi6catcs and production licenses,

develops legal standards tirr medical devices, and

categorizes nredical devices. Foreign invcstnrenl
in mt'dical dcvicc manufacturing, as witlr phlr-
maccuticill manufactr,rring, is restrictcd or
encouraged depcnding or the nalure of lhe

devicc to be nranufactured.
A medical device nranufircturcr in China

nrust register for lrial procluction beftrrc obtain'
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In an effort to reduce the healthcare
burden on households, the government is

beginning to offer coverage to China's
urban workforce.

ing a manulirctr.rring liccnst. A shorler process
rpplies if lhc manufaciurer can shorv that thc
Jer ice is thc \anre .r\, r)r srnril.rr lo, :r dcvirt
llready on the nrarket.'lhc Regulations on
SuPcrvision and Adrnirlistrition of Mcdicitl
l)evices classifics rrrcdical rlcviccs into threc typcs
according to cornplcxity: I, ll, dnd lll. lht'regula-
torl rrr ir'w rlLrrirti rrs ltrr thc threr: eltcgorrc. .rre

as follows: J0 working ditys k) obtain a manufac-
turinS rcgislralion ccrtilicate from r nrunicipal
SFI)A branch fr:r a 'lypc I dcvicc, 60 working dlys
to oblain a nranufacturing rcgistration cerlilicirte
liorn a provincial-lcvel Stl)A hranch lirr a'lipc' II
tlevicc (incltrding tcsting oI thc device), and 90
r'orking davr tr,,,bt.rin l nrrnuf.rcluring rr.gistr.r
tion certificate liorrr SI:l)A ti)r ir'l,vpe lll dcvicc
itnd medical dcviccs nranulirctured overseas
(including the strbnrissi<rn ofclirrical trinl rcporls
and inspection of nranulacturing licilities).

'lhe SFDA rvill issur'd rcgistration ccrtificatc
after inspecting a sirrnplc of thc dcvice, whiclr tirkes
45 working davs. fhc Slil)A ma1,, at ils discrction,
waivc the inspectioo requircnrcnt by instead
rcviewing an inspeclion report issued by a quali-
tied lbreign inspection.ruthority, which takcs only
l0 u'orking davs. But in prncti(c, Sfl)A only
reviovs forcign inspcction rcports when donteslic
insprcctors ltrck the relevant cxPertisc.

Neur insurance schemes
As noted above, the (ihincse govcrnnlenl

began to rvithdraw lionr thc licc provision of
nredical services in the carl1, l9li0s, and healthcare
becarne a fee-for-servicc inclustry.'ltrdav, cont-
mercial medical insurance, at roughly $50 k) $200
per person pcr ycar, is lar too cxpensivc for thc
average Chine.,c Persdn. In l{)l).}. urban pcr cal'ita
disposable incoiDe was Yll,472 ($1,025), while
rural per capita net incomc was 12,622 ($317).

Government coveraSe
ln an effort to rccluce thc heulthcare burden

rrn houreholcls, the govcrnmenl is hlginnirrg t,,
offer coverage t() China's urban rvorkforce. ln
l99tt, the Econonric Rcstructuring Of6.c r)l thc
Slalc Council introducctl UEBMIS. Undcr this
plan, enrploycrs typically coutrihutc ab()ut 6 pc'r-

.cnt of annLral payroll into the systent, half of
which gocs into a central social luntl. Workcrs
contributc al, out 2 pcrccnt oI their salaries into
their own n.count. Ilospitals anti rct.ril pharntn,
cies collcct fi'es lionr thc system for ntc'dic.rl

cxpenscs covcred undcr thc schcntc and dirt'ctly
from paticnts for expenses not covcred. Io date,
UEBMIS covers Il0 millbn (ihinesc peoplc,
roughly one-sixth ol the total urban rvorking
population, krwcring their out-of-pockct expens-
cs considcratrly.

For rural Chinese, thc government officially
bcgan to introduce the Oooperativc Mcdical
Service ((lMS) in 2003. Rural Chinese nrust con-
tribltc $ 1.20 pcr pcrson per yenr to join thc sys,
tcm. 'l hc statc then irlso cont ributes about $ I .20
pcr person pcr ycar and t,ncourages ktcirl govern-
mcnts to conlribute nn additional $ 1.20 per per-
son.-fht syslcnt is still undcrfunderl and can only
partially reimburse the costs of cxpcnsive nrcdicdl
trcalmenls; rurnl residents still h:rve to pay the
full cost of trcatnrent for less serious illncsscs. So

far, OMS covcrs only 67 rnillion (ihincse, Iess than
l0 pcrcent of thc rurirl populati()n.

Commercial insurance
(irnrnrerci.rl insr"rrance is availablc in (lhin.r,

but onll's,t'alth1 (ihinesr and forcigners can
aflirrtl it. t.oI)rnrcrr i.rl irrsur.rncc t,'nrp.rnicr I,.rr-
ti.rllv (,r ((,nrl,l(tLIv owncd hv forcigrr irrtestors
rl:ry providc mc<iical insurance in (ihina through
Iornl \crrlllrt s, \'hr)llv f,'rciqn-o\\'nc.l "orrrf.rrrics.
irrrrl lrrarrrh ronrNnic.. li' rIr r,, thc [,,rcign .onr-
prny nrust htve crrgagecl in lhc insurancc busincss
fi)r nl lcrst ,]0 ycars, havt'had a frrcscncc i,r (lhinn
lirr nrore than tw() vaars, ilnd havc tolnl aapital ()f
il lerst $5 hillion at the cnd of thc ycar befirre
applyinE Ii)r estlblislrmcnt. Morc than -37 insur-
:tncc conrpanies in Ohina arc fundcd in lirll or in
part l)y forei8n invcstors, nrore than l0 of\rhich
olfc'r hcrlth instrrancc. lir a1rPIv, an applicant nrLrsr
prepare and subnrit ccrllin ntalcrial tlocrrnrcnts kr
(-lR(-. Forcigo applicnnts nrust i clu(ic nn !nnual
reporl lirr each of thc lsl thre'e vears antl a li'asi-
bilitv sturl,v rcport tirr the prt4'roscd conrpanv.
((ihinesc.rpplicants niust show n prolit in thc
linancial ycirr bclirrc application.) (llR(l has sir
nrolrlhs lo dc.idt rvhcthcr to apProvc thc applic.t-
tion. lly tlrc crrd ol llll).t,.rll ltrurirrrrc r.onrl.rrric.
in China, inclutling lirrcign-inve'sted oncs, hacl col-
lcctcci }.l4.l billion (1i.1.1 .l billtun ) in hcalth and
lccid.-ntal in jrrrf insurance prenriunrs.

Evolving regulatory landscape
'l lte ( lrir,''c rr.rrket. lirr hc.rlthi.rrc slrriics,

phannacculicnls, mcrlical dcviccs, ancl ucdicll
insurJnclr are still in thcir in[tncics. Although
(.hinr's hallthcara sv\tenr hils conrc.t long lvay
sincc ils pcrlirrnnncc wrs ranke'rl 1.14 oul ol lgl
WHO menrl)er (ourrtrics in 200{). thcre is still
nru.h to do, and l'll,(ilaw continucs 1o cvolvc kr
allow Ibr this grtxvth. Iirrcign inlestors considcr
inq a nrovc into (lhio.is l:callhcure scckrr sh<ruld
rcse'arch irnd lirllv inlirrnr tht'msclves about ils
shiliing rcgtrlatory Iilnds.itpc kr llnd thc l)cst wnys
tr) ioin this p()tentirlly lu.ritivc ntarliel.
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Specrb, Report' lntellectual Property Rights

A step-by-step gulde to !P caces !n the PRG

r') f) 1t' arl-lrr c =)) e. at )

Douglas Clark

Douglas Clark
is a partner at the Shanghai

branch of Lovells. an international
business law firm.

Each routc has its strengths; li)rei8n
<rnrpanics can sonrelinres use both. Ilut lP
owners, wilh the 'upp,'rt 

r:f PRt. autlrori-
tics, arc' incrcasingly using civil litigation,
espcciLrlly in patent casr's involving conlplex
technology.

()ivil court prtxedures are nrore suited

to handling complcx issues. The partics
have more scope to present their aases, and

thc court.an award dantagcs and iniunc-
tions, unlikc the nrore limitcd pcnalties

availahlt'from thc administrativc botlies. A

favoratrlc court dccision is also more likely
k) discourage others from violating Il'R.
Aclnrinistrative bodies tend to irrtcrprct thc

law narrowly and be rcluctnnt lo pursue

anrbigtuous cases.

llut en[rrrtentcnt tlrrouBh adt]linislrative
action is mtrch quickcr and cheaPcr than
using thr: courts. Adnrinistrirtivt' lrodics also

set a l<lwcr bar on prurl evidence that may

bc in,rdmissihle in court nr,ry hc 'ufiiienl
ftrr adnrinistral ivc boritcs. Arlmirti'.t rative

actions are suitable in simpler cases wherc
the infringer is likely to seltle thc casc

quickly-pcrhaps,rn thc b.rsis ol corrcclivc
action irnd the payment of lirnitcd compen-
sation. But rrranufacturers will olien chal-

Y

lengc any unfavorirble dccision made by an

adnrinistrative body, so lhc'nratter will fre-
quenlly land in.ourt anyway.

Preparing for trial:
Setting up jurisdiction

'lhc lirst stcp ol the litigation process is

tiecitling rvhonr lo suc. (icncrilly, the ll)
orvncr should srre the inliinging nranullc
lurer k) st()p production and lo collect
dirnrrges. ll thc manufa(turinB conrPanY

llcks adccluatc [unds or does not own the

lirclory or related asscts, the lP owlrer
shoulcl considcr suing thc parcnt.ompnny.

Whcn rlcciding which party to sue,lhe
lP orvner should also consider practical liti
gatiorr concerns. If tlrc' ll' owncr takcs

.lation onl!'agrinst the manulacturcr, thc

nrJnulJrlurer'\ l,t..rtiort .lccitlct llrt irrrit_
diction. lf the plaintiffalso sues a sellcr of
infringing, goods, thc locrtion of thc sale or
thr'srller rarr rrls,r hc u'crl trr tlctiJc juris
dicti{)n. \\'herc a provinciirl court has a reP-

utation li)r firv()ring local parties, plaintiffs
should consider broldening tlrc tar6et of
lilit.rtion l() rnr,!'e th( (il\e to.r crttrrt cirr uit
with cxpcrienccd lP judges, such as

P
J , ) | -J | 

-) 
I

) a) )ZI.-,) )r t lr.l (Jr )lr.l=,1_____l

^ 

hina's laws provide tu/o routes to enforce

I intellectual property rights (lPR). Foreign

\-, companies can either initiate legal proceedings

in the People's Court or request administrative action

through a government body-the lntellectual Property

Offices for patents; the State Administration of lndustry

and Commerce (SAIC) for trademarks; or the National

Copyright Administration for copyrights.
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ShLrngh.ri or lleijing (scc p.27). Plainrifl-s nray
also need to sue d partiaulnr person to obttin
evidence held by that person.

lP owners shotrld also ask thc Pcoplc's (lourt
ftrr a prc-trial injunction if thcv have rcasonablc
cvidcncc of present or irrntinent IPR violations
Jn(l (.rr \hr'\! thJt d.l.r! is likclv t(, (xusc scriou\
harnr. PllC courts havc in rcccnt ycars granted

lrc-lrial iniut)(tir' \ in tr.tdcrnrrl ctre.: iniuni-
tions arc rare io pirlent cascs.

Opening proceedings
'I ht' tirst stc1, is to Sive P()trer of attorncv k)

lawycrs llrat rrcct l)R(i lcgal requircntcnts. At

11r.\('rtl. li,rris'r) (r'rll.rric{ lll.rl rvish rr'.uc to
(lhina rnust n()tarizc ind lcgrlizc both thc powcr
o[.tltorrrcv arrtl copit's ol incorporltion tlrcrr-
ltcntr lrcfrrr( thr i,'urt. rrill .l((cIl lhlJl (.1\r\.

Within 5 days

Within l5 days 130 days lor loreign defendantsl

Wthio 5 days

Within l5 dsys ($ days for
foroign defendants)

Sourc€i[ov6lls

'l hc plrrintiff can then subnrit n complaior to
the court togethcr u ith one copv of thc com,
plaint firr cach intendccl rlcltndrnt. Witlrin livc
dals of rccciving thc conlplaint, th. Pcoplc's
(burt will scncl lhe conrplaint to thc dclcldnnt.
Il thc clelcndant lails to repl1,, Ihe court rvill srill
procecd vl,ith thc carc.

The custonrary dclensc is to deny any
irrtringing.rits or Jcnt th.rl lh( pr,,tluct. in
qucsli(,n inliinge thc rights as allcgcd.
l)efeDdanl\ can nlso rc'lv on ccrtain statutorv
dcfenses such ils !'xhausti(ln ol righls (\rhich
nrcans th;ll thc produats tvcrc proriuced rnd
rcleascd on thr'markct under thc pl,rintili's
ruthority). l)eiindnnts should lre carc'firl in thcir
rcsponse. l\l()st courts tend to tssunre thnt ir

pldiitilf hns a Sood cllinr, othe'rwisc' thcv would
not hnve brought thc casc; deli'ndants shoulci try
l() ovcr(onrc this prcjudicc l>v conveving.r con-
si\lenl rn(\\JFc lt, rl)c (('url .toJ hI t,rttcntinE
cT'idencc consislcnt rvith that ntcssage.

Pre-trial exchange of evidence
Llodtr thc (,iril l)roccdLrre L.lv, plrtics to ll)

litigation in (ihina nrust crchrnge lh.ir (hiel'
cvidcnce' bclbrc the tri l sldrts (see p.ltt). 'finrc
lin)it\ nral I)c sel for this ex,:h;rn11c, and it is Lrsu-

ally better to subnrit cvidcncc clrlv, rts jurJges

relr ,,rr thi, crr,lcrr.r s'hcn (r,lJuitinE in\c.ltt.l-
li,'n\.rIlLl rrr,rkirs lr(lrnltr).lr\, ri( tcn]] in.t l i() \.

( i,rrrplc\ c.l\r\ rtr.rv h,rrc three,rr li,rrr evi
dencc hearings bclirr'. thc lri.rl. I'h.sc he.rring\
irrc bcconriog nr()re irnportant. lrecrusc judgcs
Lxrk.rt antl rlcirl rlith clidcnce cxtensivclr nl
thesc hcarings arrd olien li)rnt vie'ws ()n lhc nrcr
its of thc'casc at this stirgc.

Arliclc 6l ol lhc'(.ivil I'roccclurc l-n\\':'rts ()ut
savcn rntcg()rics ()l pcrmissiblr evidetrcc: docu-
nrc l.rrv cvidcnca, nl.ttcri.ll cvillrn(c. \.idc() ilod
iudio nratcrinl, lcstim()ny ol- witncsscs, sttte
nrcnt b1- litigirnts, con(lusion:' ol'expcrts, ind
rc.ords of insp..tion. lVlost evirlcncc, irrcluding
(\l(rl ('\'(j(rr((. l\ rr'rill!rr. f\i(lcn(( n,rl l

( lhinrj\( nlust [)c trrnslnlr.(], not.rri/cd, and Icg.rl-
izcd to bc.rclrrissitrlc lrelirlc thc l,eople's (irrrrts.

Further investigation
by the court

ln tht'ory, thc court has thc hrlc rrl lircl lincir'r
nnd ciln qucsti(nl tht'p.rrtics, orrlcr production of
(ir'(unrcnl.. rnJ iI\f((l Ir( li\('. Itr 1,r.1a11.".;t
usuilllv rclic\ on the pirtics to subntil cvi(irncf
rxthcr than rloing invcstigltive work arrd gathcr,
ing cviricncr itscll. P.trtics oray ask thc Pc'r4rlc's
t irurt. tr, r,rrler .ut,rthcr Ft rt\' t,r l\Ilnlu(L. c\ i

dcncc. Iiviclcncc involving colrnrcrcial secrcts orav
lrr kclt conlirlcntial and. on such occ.rsions, thc
(()urtr(xnn.nn l)c clc.rrcd ol thc vienirrg prrLrlie.

lf thc courl cxercisr's ils lrowcr t() aoll(]Llct an
iospcction.rnd lirrds clidclce ol inliiogcrrrr,nt.
thc court nr.ry order thc cvidcnec to he rcnrovcd

Plainlitl liles complainr

Court seles complainl on defendant

Derendanl liles deleose

Coun sewes delense on plantill

Pre-lrialhearings

Trial

Mediatior Judgment

Enlorcemenl Appeal

IPR Trials Step by Step
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The first step -s to girre power of
altorney to lararyers that tneet PR|E

Iegal requirements.

Exchange ol evideoce



liorrr thc l,renriscs firr considcration during it

courl hcnrin!i. ln such casr's, l.rw1'crs for botl't

sicles have the right lo inspccl lnd nldk. strbnris-

sions bascti on this evirlcncc.
ln sonte cascs, tht'parti('s thcnlsclves stlPPlv

erpcrts; in othcrs, thc c()url n)aY nl)Point .ln
cxpcrt. Usu.tllv thc c(rtlrt rcqtlires cxPcrt evidtnc!'
on techni.al issucs. ln clses involT'ing conrPlex

l(.hnok,!lv. itrrls,cr trt.rv ltk.rrt L'\l1crt tt' n\\i\l
tlr!'r1r dir.(tl)'. r\s 5rlnr. judger he.lring Pdlcnt
cascs lack cxperit'nce, llre opini()rrs ()[ resPccted

ac.rdcnrics, or cvcn firrnrcr jtrdges, on lcgal issues

can bt' pcrsuasivc, particularl,v if cliliicult or novcl
points of Iarr rre ltitrg argucLl. Ag,.rin, thc iudgc
rl.r)'r.'ish tr) (r,rrl.r\l tltc exPcrt rlirr'.t11.

Trial
A trial follorvs thc investig.lti(tn.'liiirl$ ldkc

six t() ninc monlhs, or il yeilr or longer li)r cont_

plcx pntcnt cirscr'.
(lhirrcse patcnt incl traclcmark infiingement

Irrocc'edirrgs clcal onll rvith infringcnent; r'alid-

ln theory, the corrrt has the
role of fact finder. lrt ;rractice,
it rrsually relies orr the ;aalties
to srrbrnit erridence-

itl is detidcd b)'thc Rc-tir.rmination Boartl of
thc Stirtc Intcllcctu.tl Propcrtv Oftice lirr
p.rtentr rnd thc'li.tclcnrark l{elierv anrl

i\diudicrtion lloartl (plrt oi SAI(l) lirr traclc-

nlJrks. (-ourts nray halt procceditrgs pcntling a

dccisirrn on vrrliditv, but arc ool rcquircd to do

so. Thc lbrnr.rt oI tht (-hincsc civil trinl is scl

out in thc (livil Proccclurc Law:
l. Opcoing slrleDrcrtts art rcid b,v lrotlr sicll:s.

2. L)ral cvitlcnce is givcn alier thc court inlirrnrs
rr itnesrcs 'l thcir rightr .rnJ ohlig.tti,'rrs.

China's Court System

Ths People's Courts, a broEd appsllstion

that cov8rs slllsvels ol PRC courts, govern

civil {ond criminal} procsedings. Apart
lrom the Suprems People's Coun, couns in

China hBar cas6s basBd on geographic

lurisdiction, which is dsterminod by tho

delondant's location or the sit€ ot the
infringem€nt.

The PBC legal sysrem does not hsve a ruls

ol binding precedont, and Chinese couns gen'

erally do nol have to follow lsgsl intorprets-

tions mad€ by oth€r courts, even high€r

couns. especially those ol a ditferent
provinc€. 8ut decisions of some courts. such

as the Beiiing Pooplo's Higher Court, have

persuasivs authority. 0nB unusual feature of

the PRC system is that the Supremo Psople!
Court and Highor People s Courts issuo guide-

lines to lower courts in addition to iudging
cases dirsctly and on appeal.

Supromc Pgoplo'. Court
The highest coun in China i6 the Supreme

P8ople's Court, which sirs in Beiiing. The

Suprems Peoplg's Court hears sppoal cases

and a limited number of dirBctly admitted

cases.

The Supreme PeoplB's Coun also supsrvts-

es trials conducted by Provincial People's

Couns and issues rts own guidslines and cir'
culars to clarify legislation or to standardize

lower court procodur€s lunher. ln recont

ye8rs, th6 Supreme Peoplet Coun has issued

a numb€r ot guidelines on implementing intel-

lectual property (lPl lsws.

lnto.m.diato Poopl.t Courta

This rs whsre most foreign-relared lP liti-

gstion bogins. lThe Lower Psople's Courts do

not handle patent cases.)The lntermediata

Psoples Couns are set up in provincial pre'

fectures, districts in central municipalities,

and conain large cilies. Similar to th8 Highsr

People's Couns, the Intermediate People s

Courts hear c€sas direclly according to iuris'
diction or as instructed by the Supreme

People! Court, ond cases transfered or on

appeal trom lower courts.

Legalexperts regard the Beiiing First

lnterm0diate Paople s Coun (BFIPC) as having

the most Bxperience nationwide in dealing

with lP matters, particularly cases involving

complex technology, in part because the

Poteot offrce Re-Examination 8oard, the PRC

Patent ottice, and the PRC Trademark otfico

fall within its jurisdiction. lt therelore governs

Spoct.llst lntrll.ctutl
Proporty P!n.|. of Coutt.

ln July t9!,3, the Supreme Peopls s Coun

beganto set up specialpansls to h9arthe
increasinq number of lP cases brought before

the lower couns. The lirst lP panel was estab-

lished within th€ Beiiing lntermediate Peoplss

Coun. Since thsn, thgse panels have been

estsblished within ths lntermediate 8nd Higher

People's Couns in Beiiing, Guangzhou,

Shanghai, and ]ianjinj proviflcss such as

Jiangsu; and the coastal special economic

zones, such as Zhuhai and Shenzhan. ln

0ctober 1996, the Supreme Peopl€s Court

sstablished its own special panelfor handling

lP-related cases.

lntellectual pr0p0rty panels hear all lP

cases except appsals on administrative

actons, which are usually assigned to an

administrativo appeal pan€1. Panels hearing lP

infringement casss usually consist of $ree
judges. A technical sxpen may be appointsd

by the court to serve as a "peoplo's iuror- and

assist the court in understanding technical

issues. Such axpens are not appointed in

appealcases.

-Douglas 
Cla
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Hlghor P6ople'! Courts

Each province, autonomous region, and

municipality has a Highor People's Court.

Thgse couns accept cases ol high impor-

tonce or monstsrY value directly. Thoy also

receivs cases sont down from the Supreme

People s Court and passed up by lower-level

PBople s Couns, and appeals from the

lntermediate People! Couns.

Like the Supreme Pgoples Court, the

lligher People's Coum supervis8 courts below

them and issue legislative clarifications and

guidelines. Theso guidelinss are binding on

lower-rsnking courts in the same iurisdiction.

IPB administrative disputes concerning patent

grants, tradomark gxamination, and invalida'

tion or cancellation of patents. The Eeijing

Higher Poople's Court has also built a rslalive-
ly deep knowlsdqe ol lP rights law from han.

dling BFIPCt appellato cases.



Thouglr progress enforcing IP rights in Ghina
has been slow lrnti! recentllr, nerar rnorres rn arrant
hope that enforcerrrent rarill improrre rttore quickly
in the next feu, tzears-

The Casewinner's Motto: Be Prepared
0btaining sufficient admissible evidence an

China to win an intellectual property (lPl case

can pos6 ditticulti6s. Plaantiffs should prepars

all svidencB before proceadings begin.
The Chinese civil litig8tion systsm rslios

almost €xclusively on documentary evidenca.
Ths counwill usually nol admit evidsnce
obtsined by rmproper means, including evi-
dence obtained by persons who 8re nol ont.
tled to do busaness in China. Generally, rhe

legal burdon of proof is on the plaintifl.

Crucial evidence for th€ plaintitf includes
tho identity of the lP-infringer, the owner ofthe
lactory ol origin. and the scale of infrinqement

{th9 numb6rs of infringing products being man-

ufactured or soldl. The lP owner should also
try to find out how and to whom the goods ars
distributed and tho method of shipment.

ln some cases, the idsntity of the maflufac.
turor is clear trom the productor its packagtng,

instruction sheets, and other documents sup-
plied with the items, or from catalogues, price
lists, and oiher promotronalmElerial. Large-

scale manufactursrs may admit thatth6y are

making the products but disagree that these
violate lP rights. At the other end of the spec.
trum. small counterfeiters are likoly to d€ny
eveMhing. Choosing a strotegy lor obtaining

evidence depends on the type of inlringsr and
th9 nsture of the inlringsment.

0btaining evidence that documents who is
responsible tor inhingement can be diflicull
but lP owners can

a Conduct an-depth investigations, including
the purchase of large quantities of infringing
products to creats an overwhelming papsr trail
of correspondence and to obtain supply and
invoice documents. This ovidsnce can also
help prove substantial damages.

a use private invostgators to carry out
surveillance of a fsctory or to visit the
infringers premises. The investioator can also
covenly vidBotaps I visit to the manufacturert
premises. ln 2ml ths Supreme Poopls! Court
issued an opinion making the use of audio and
video tapes taken without the consent of the
othor party admissible. provided they were
obtained laMully, that is, by not filming in
breach ol state security l8ws.

a Sosk assistsnce from the court under
Anicle 74 of the Civil Procedure Law by

applying for an order to preserve evidence.
ln somo cases, the judge himsoll may visit
tho factory and ssize product6 or documents
as avidsncs. The lP owner usually must give

s€curity lor the value of the goods seized. lP
owners typically apply for prss€rvation

o.ders when filing the case, and thsy are
ssrved on the d€tsndant with the complaint
rlsell. ll tho plarntifl begins rts sctron within
l5 days ol the prsservation ord€r. the ord6r
willremain in etfect untilthe case is linally
d€cided-otherwise it la pses.

a When no written, audio, or video evidence
is svailable, plaintitfs should use an indepeo-

denl notary Es a drrectwnness or transactor in

a sale ol lP.intrin0rng ooods. Ths notarys evi-
dence is likely to carry more weight.

ln casgs whore lho manulacturer is pro.

ducing muhiple lP-inhinging products, the
plaintifl should obl6in ovidsncs to cover exam-
plss oI eEch typs, This will prssmpt a lEter

a.gumentthat ths court decision as limited to a

specilic typs of product.

P.oving inl?inggmont
The sBcond stage of evidence should prove

infringement. ln the case of trademark, desrgn
rights, and copyri0ht this requires showing
that ths plaintiff's regislsred lradsmark. dosign,

or copyrightsd work is the same or substantial-
ly similar to thal boing used by the infringer. For
patents, the plaintifl must also prove that the
product falls within the scope of the patonts
prot8ction. Plaintiffs that have ah8ady complst-
ed the followang steps willmarkodly increase
their chances ol success:

a Check the wording ot the Chin8se patents,

particularly the claims, in case the wording dil-
fers with that on 6quivalent palents in other
countries.

a Comparo the samples with tho lsatures
clsimed on the patsnts.

a ldentify I suitable expsrt or experts who
can provide written evidence of inrringement.

Th€ expert should be Chinese and hold I
senror posrtron in 8n institutjon such as I uni.

versity or rssearch organization, with srgnili-

cant expBrience in the rolevant sres ot
techoology.

a Check the prosscution history files for irs
patonts to ses if any statsments wer€ mads on

the lP owners behalfto the patent office which
may limit the scope ol protsction.

a Make known to legal advissrs any concerns
about thB validity of th6 patents, for exsmplo
identifying any similar prior an.

ProYing dam.go.
Damages ars det€rmined based on the

actual loss sulfgred to the lP owner as a rssuh
of the infringsm€nt in tsrms ol reduced salos
volumes or based on th6 profit oarned from the
infringem€nt. The first option is usually tho
most popular when ths lP owner's salBs are
directly affectsd by the inrringers sales.

Where neithsr of these can be determinsd,
domsges a.e based on a multiplB ol a reason-
able license fee. To calculats this, the court
considors the typs and value ol fte t8chnology
covered bythe patent and the circumstances
ol the infringemont among other factors. lt nor-
mally awords damaqes of a multiple ol
betwo8n one and threo of th€ license fee.

The lP ownsr theretore needs to produce

evidence ofthe profit it makes on its own sales
of aquival€nt products. This calculation can be
complex and could requrr8 oxp6n evidence
lrom an independent accountant. An sxtra
amount cafl be addsd as a contribution towsrd
the winning partys costs. The other ksy ele-
mont is the number ol infringing products the
defendant has made and sold. To calculate this
quantity. lP owngrs may

O Have private investigators or a "friondly

retailer" ask the manufactursr about the quan-

tities ol goods that could be supplied to an
interested purchaser (any conv8rsation should
be recorded)

a lnvestigEte rstailers in particular areas to

Essess the scsle of sales of lnfringing products

O Seek 8n evid8nce preservation order lrom
tho court covoring production documents,

order lorms, and accounts.
The limitation period in China for lP

infringemsnt is two y6ars trom the dsts whsn
the lP owner or any interested party discovers
the infrinqement. Thus the plaintitf is entided to
damagos tor loss sulfsred as a result of infring-
ing acts that occurred during the two years

betore the proc€edings began.
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Wilncsses are thcl rluestioncd,lnd thosc

unahlc to attentl mly have their l,rcplrecl
stitl('inents rcird irloucl. In practicc, oral

cvidcnce is untrsual.

-1. I)o.unrentlr! cvi,.lcncc, including ludio
.tnd video evidcn.t, is presentcd.

-1. l-xpcrt witncss stillcrrlcDts nrc rcnd.

5. I h( wr itt('rr r,.rorti ,'f cvitlenic t th.rt i'.
in:,peation lry lhc court or inothtr
inspccling PeopltJr (irurt) is re.td.

6. Ncrv evidencr n1.tv th('n be pr.scntcd nnd,
rvith thc permission t)f the court, lhc Par-
ti(. rnir!. in lh(r,r!,.r\k l(, qu('\lirtn \trl-
ncsses. In pritcticc, this rarcly lrlppens.
l hc court miy nlso rcquest irdditioniil
c\perl insPeclion ind nssessnrcnl of cvi-
dcnce.

;. A debate opcns, (luring rvhich hoth prrr-

tics' lr!r)r'rs nla), nlnkc subnrissions on thr'

eviderlcc' and th. l.lw.
'lhc court nray also a(l ils il nrc(lintor and

tr)'to hnvc thL- p.lrtics \cttlc thc (lis|utt
hclirrr'rleiidirrg thc..r'e it.el[. ll thc l.rrtit'
rcitah n scttlcnlcnl. tlrcl'tvill siglr I scttlcnrcnt
ngrtcnlcllt. It is r,lililrult to hrve such n sctlle-
nrcnt overturncd or aP|ealecl.

Judgment and appeals
Ihc court dclivcrs its iudgnrcnl rrithin .r

lN! nronths, dt'Pending rrn thc conrPlcxit)'ol'
thc a.lsa. lo iorpr)rt.lnt cas!'s, n cootrnillcL'of
scnior jurlges (ar .rcliutlication contnrittce)
nr.ly r.\'icw u iLrclgtucnt bctirrc its dclivcrv.

ll one of thc pxrti.s obiects lo lhc (lt.i'
si,rn, it nr:rv lppctl to thc ncxt highcr lcvcl
rvithin l5 davs. l hc ;rppellate cotrrl c.rn thcn
r,cltlc lhe api)cal irt onc ol live rvavs:

a Il (an reic'cl thc apt cal rnri affirnr thc
origin.rl iudgnrent if thc trial cor.rrt h.ts cor'
r.ctlv rs.ertirined lhc fi.ts nnd npllicd lhc
lau.
O lt eln conhru lhc lo$cr court's santcocc.

btrt corrcct rny crrors in lirrv.

a It cirn reversc thc originlljuclgnrcrrt itntl
rcncl tlrc case lrack t() lhc lowcr (()url li)r r
rttri.rl.
o ll it linds thc rrriginal irrclgntcnt to bc

h.rrctl ,rrr rrrr.le.rr l.l(l\ .rrr(l irr\ulli( r( r1l (\ i

dcncc, it can issue a ncrv itrdgntent alicr
rcvioving thc llcls.
O lt (irn rcvcrsc the rrriginLrl iuclgntctrt rnd
rcncl thc case [r.rck lo lhc lower aourt li)r n

rctri.rl it it lin(i\ thrt thc origin.tl iudgrDcnt
h.ts violirlcd legal Iroccdure irnci is tlrcrclirrc
prcjudiced.

lhe itrdgrrtcrtt ,,1 lltc.tlle.rl r.r'rrrt i. trsu

ally lln.r!.

Even if damages are
difficrrlt to recorrer, rmaritT

IP owners enter !-tigation
to stop the infringements
and to serral a lllessage to
other infringers.

Enforcing the decision
ludgnrcnts of thc l).()PIc'\ (.()urts cJn hc

cnlirrcccl rg,ainst dcli'nd.r nts hased anuvhcrc
in (lhinJ. llL,t cnforeing arr award ol danragcs

nr.ry lrc ditficult if thc r]cli'nthnt hls instrili
Licnt J\scts or hirs t.lk(n stcp\ t() hid. il\

lhc plrintitl should inv('r'tiSnte th. hrt.rn-

ciil \t.rlu\ ol lhr inlrirtgct to tiod assctr

.rllirinst which a jtrclgnrr.'ttl can bc e'nlirrced.

Usually,.tssets outsidc thc dcfi'ndant's hotnc

iulisdiction rvill bt cn\icr to sciT('. l:v!'n il
d.rnr.rges .rre clillicult to rc.over, nrnnv ll)
,nvll('r\ (rrtcr litit.rlron t,r.top lh(' llllrilr$c'
nrcnts rrt(l lo sencl ,r nrcssitgc to othcr
iniiingcrs.

A maturing system
'lhc (ihinese legal s1'stcttt has inrpro,'td

consirlcr.rblv in rc(cnl ye.lrs. (iood llrcPnra
tion is esscntial tirr eithcr bringing or rleli'nd-
ing arr ll) elst', ancl l,rcprrrctl lirreiS,n
(r,nlllrrric\ (.rrr irrt.l .i,, r.'itt (xrl.\ in (.hillJ.

llrorrSlt Prosrcsr crrl,,rirng IP riglrt' in
(.hina h.rs bccn slorv until rcccntlv, nes

nroves wxrrilnl hoPc thJt cnli)rccmcnt \\'ill
inrprovc nrorc quicklv in thc ncxt lirl ycrrs
li)r instnnic, a ncrv ollice has rccenllv l)ccn

establishctl :rt the SLrt. ( i)(ncil level hcrrlecl
br'\'icc l)rt'nricr Wtr Yi to nssist with thc
cnli)r(cnrcnl oi Il'rights, irntl ther. is l.lcilr
and gcnuine .()finrilnrcnl rtronB (lhillil \ t()P

lcirrlcrship to devclrl, iln cflcctivc sv:'lcnl l()
rrlirric riS,lrls. A:' \ ilh .rll tltin6' itr t hirr.r.

this (lclcrnrirlirtion lo cnlirrcc lP rights is lilk
ing tinrc lo tricklt d()wrr to th. lotvcr I.vtls
In thc long term, horlcvtr, (.hina s ill dcvr:l
('l'.r r(lillr\(l\ clls(li!( \r'lrll) l(rr ('llli)r(illF
rig,hts lh.rr \^'ill inclutic eitil rnd criorinrl
rt'nrcrlics-
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Special Report. Intellectual Propefi Rights

f,ew customs rulec glve lP owners more optlons,

but ownenc must prcparc to make qulck and potentlally rislryr declrlons

a
,t_

t- | ' ) r-t r' t'rr -t r--' r- | ' ) ' )
-) -r- -) -) t 3 ---t ---t -) L- -t- _.t

Neal Stender, Laetitia Tioa, Yuanming Wang, and Yan Zeng

ecent changes to PRC laur affect Customs's treatment of imported
or exported goods that infringe intellectual property (lP) rights. These
changes deserve careful attention from all lP o\ ,/ners. Some of the

changes are urelcome: lVore lP owners rnrill find it attractive and affordable to
seek Customs seizure of import and export shipments. Also, recording lp
rights before requesting a seizure with Customs is now optional, rather than
necessary. The new rules and implementing measures also help to clarify the
division of responsibilities and procedures between the national-level General
Administration of Customs and local Customs bureaus. (lVost procedures will
continue to be handled at the local level.) Other changes, however, are less
favorable to lP owners. who urill face difficult decisions and some higher risks.

Neal Stender and lactitia Tioa
are panners at Couden Brothers
LLP in Hong Kong and Beijing,
respectively.

Yuanming WEng and YaI Zeng
are associates at Coudert Brothers
in Beijing and Los Angeles, respec-
tively.

Tough decisions
Undr'r tht, revised PR(- Ilulcs on Custonts

Protecrion of lntellectual Propcrty Rights,
which took elfcct March I, and tlreir implc,
rrenting nrcrsurcs, which trxrk effect fuly l,
lP owncrr nrr.rsl nrake fiv.' kev dccisions.
First, lP owncrs nrust decicle whether to
rccorrl IP rights rvith Custorns. Second, if
they havc recorded a right, IP owners must
decide whethcr to give Cuslonts n general
security dcposit in advancc or nrake a deposit
cach tinrc thcy request detention of suspect-
ed inlringing goods. Third, lP owncrs nrust
decide <rn short notice-whelher to risk
substantirl liability by rcrlucsting (lustoms k)
detain suspected intiinging goods. Fourth, if
Customs docs not lincl infringentent,lP
owners urust decide whethcr k) sue the
intiing,c'r and ask PR(l courts to ordcr
Cusknns lo (ontinue k) detnin iuspccted
goods as * idcncc. Finally, if (iustonrs has

found goods to hc intiinging, IP owners
mrst decide whether to purchase thenr f-rom
C-ustoms or to allow Customs to nuke other
disposal arranSenrr'nts.

To record, or not to record?
l{e.orJing.rn Il'rr(ht r'irh ( u\t,n)\ ri

no longcr a plcconrlition li)r (itsl()n)s
clctention ot inliinging goocls, [rut lccording
.rllorvs lP rxvncrs kr r)trt.tin thc nr(tsl fr()tec-
lior) undcr thc rcrv rulcs, as sholl bv thc
lirllorving coorprrison.

For either a recorded or an unrecorded IP
right
O The IP trwncl n).ry ask (:usl(,nrs l ntoni-
tor a particular shiprnent of susPccte'd
infiinging goods.
O 'l'o detain goods, the IP otlner nrust
rrquest detcntirrn, suhnrit infringcnrcnt evi-
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dencc, and arrlnge a security cleposit.'lhe ship-
ment will be rc'lt"ased unless these are done
within three days after the lP owner rrceives the

Customs notice that idcntifies rl shipment of
suspected infringing goods.
o 'lhc IP owncr may rpply to inspect the
detained goods itself.
o The applying lP owner nust bear liability for
any dirmages lo other parties resulting tiom a

detention thnt is later found to be unjustilied.
a Bhen Cuilonrs dirposes ol the infiinging
goods, IP owners may purchase the €ioods, rather
than risk possible disposalofthe goods into the

China market (see "Disposal concerns").

For an urrecorded IP right
a Cusloms normally requires a seParntc securi'
ty deposit kr detain each shipmcnt.
O (lustoms rvill not detain goods beyond 20

days unless thc IP owncr obtains n Preliminary
order lirr such an extension fronr a PRC court
(assunring that the investigation was initiated by

the ll'owner rirther than Customs).

lP ornrners' increased risks
Iintlcr the nc'rv rrrlcs, IP os'ncrs lrcitr cxpanclcd

liabilitl for tlctcntioo dt'cisiolts.'l hesc dccisiorts
rnusl now bc nrlde rvithin thrcc dlvs-ofit'n torr

short r Periotl kr considcr irll .tspects irr\olvcd.

Under the new rules, IP orarners
bear er<;rande.l liabilitlz for
detention rlecisions. These
decisions lnust rtori, lre rrraale

rrvathin three days-oftert too
slrort a period to consider all
aspeets inrrolrred.

According to thc rules, thc IP owner-applicant
is liable [or compensating any danrages causcd by

detcntion if"actual infringernenl of Pr(rtected IP

rights is not eventually conlirrned" by Cttstonrs or
bv rha Pll(. (()urts. llt,.ltrse thir wording onriti
any deacllinc, and inrplies that "no 6ntling" might
have the sirmc' result irs a fintling of"no inl'ringc-

How to Record lP R-ghts with PRC Cultoms

Stap L Colloct tt€ noces3sry loms
A. Recordation application form (in Chinese)

B. Power of attorney form {bilingual Chinese and English) designating the parson, if

olher th8n the applicant's l€gal rspresentative, authorized to liaise with Customs on

the applic ant's b€half

One of each form is nseded for each intellectusl property llP) right. These forms ars

posted on the PBC General Administrotion of Customs website

(!vww.c u sto m s. g ov. c n/ip r/ip 1200l c/R€sdNews.asp?Newsl0=343&Biq Classl0=25&SmallC

lasslD=53&SpecisllD=27).

Stsp 2. Alrombla tho stttchmuts
A. Copy of ce.tification or lP right

B. Copy of certification of identity of lP owner

C. Copy of agreem€nts and/or st8temsnts proving grant of lP use rights to PBC

licsnsees (if any)

0. Photo of 0oods and packsoing usin0 lP right liI applicable)

E. Evidence of known impon or export of infringing goods lit any)

F. Copv of bank proof of rscordation fse reminanco

G. other documents that Customs maY requost

Stsp 3. S.nd documcnt3
Maillorms and anachments to:
Gensral Administrstion of Customs

Policy and L8w 0ivision, oflic€ of lntsllectual Property Eights Protection

6 JianguomBnnei Daiio

Beiiins 1m730

Stcp 4. Wait lor approvrl
Customs nust approve or r8iect ths r6cordation whhin 30 days atter recsivinq ths full

application pack6gs.

-Neal Stsnder, Laetitia Tioa, Yuanming Wang, and Yan Zeng

November-Decer'nber 2O04

For a recorded IP right
a Evcn without n requcst by lhc IP owncr,

Custonrs his n duty to nlonitor imPorls lnd
r'xports tirr inliingenrcnt of thc rt'cordt'd lP right
and k) notify thc IP owner when Cuskrnts has

identihcd a shipment as a potcntial tlrllet fbr
rletention.
a IP owners cin npply to ntakc a gcncral securi-

lv dcp{)sit to (llrstorrs.'lhis nrlkt's it casicr firr thc

IP owncr to nreet thc ticposit rcquircnrcnt whr'n

re(lLr(\lin8 (lclL'nlioll ()l'.r P.rrl i(ulJr shif rncnl.

a If(lustonrs.lctains suspect goods xs pitrt ol a

Customs-initiatcd iDvcstigatiorr, (iustorns rvill
continue thc lP investigatiotr ott its own. lf, alicr
J0 dnvs, (lust()nrs cirnnot dctcrntinr'lhnt thc
goocls are infiinging, it rvill cxtcnd thc detenliorr
by ?0 dlvs during which thc Il) owtrer rrrly
,,ht.rin a I'rclirrrn.trv l'RC i,rurt r:rdcr tirr lur
ihc'r cxtension.

'lhc applicltion fec tirr rccorcling elch scpa-

ratc Il) right is norv Y1100 (S97), dou'n liom
Y1,0(x) ($l:l ) under thc previotts rulcs.'l'he ncw

rr.rlcs .rlso lengthcn thc ternr of l rt'cordltion
from 7 to l0 vcars, but this tcrln will nol extcnd

bcyoncl tlre expiration of a Pll(l IP right regis

tration. (Ccrtain IP ril4,hts, su.h as tradtnlarks
and 1,atcnts, art'onlt valid in (lhina if thc' orvncr
,'blirinr, nt.tintirirts..rrrLl reo(wl .t reBisl r.lli I)

rvith thc rclcvlnt PR(: authorily.) Thc rccorda-
ti,)n n)u:,1 b( rr)lcn(lctl il the t,rvrrcrthiP,,'r
other ispccts of the IP right, changes.

Step 5. Chccl rocotdation
lP owners can check and amend the recordation onlinE lwww.customs gov cn/ipr).
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mcnt," it riliscs thc troublinE possil)ility thal lia-
bilitv nright rrrist'rvhcn Cuskrrns Jnd lhc.ourls
J,r n,rt r,rrrlirrn cithcr inl'rintculcll r'r nrtnin-
tiingemcnt. In prn.tice, thc ll,owncr will likely
onlv bc'liablc'rvhen g(x)ds rr nffinnntiveh, Ii)und
to br noninlringing.

Also troubling is the wiv thc rulcs.lddrcss tlte
possibility of danragc,s rcsulting front nond.tcn-
tiort. With thc rPp.rrr'nt Foitl ol irr.rrLrting
(lusk)n'rs liom lidbility t'i)r nondetcnlion, thc new
rrrles stalc that thc applic.rnt shall bc rcsponsiblc

Merely b1r recording an lP

":ght, an IP owner has a
clrance to obtain, throrrglr

Grrstorns's rrronito"ing, a clear-
er pictrrre of the numlrer arrd

s-ze of suspeet shiprrrents.

arnount could bc substantially lower in sonte
cases. Under the rules, (lustonrs nrav also accept
an advance general sccr,rrity deposit, nornully of
Y200,000 ($24,155).'l'his gencral deposit could
bc attraclive to:rnv IP owner that nrav need to
de,al with nrultiple intiinging shipments, espe-
cially if those shipnrents might pass through dif-
li'rent PII(l porls or regions. (iuskrms mav
acccpt this gencral deposit at the national level
and then appl,v it to detcntions br,various local
(lustonrs bureaus.

IP owners have the legal right to seck rc'cov-
crv of slorage irnd disposll costs from those
lirund rcsponsible for irn intiinging inrport or
export shipmcnt. Ilut pursuing this legal right
rvill entail additional cosrs, and ir is ofien difli
(trlt tr'.ls(crtcin irr advlnrc whcther a rcsponrr-
ble partv can be lirund and forccd 1o pav.

ln.rJditron t,t pa\inB lhe\e (,)\t\, il i. p,,si-
lrlc. untlcr other rcgulirtir'ns, lo lirrce.t rcsfonsi
ble party to pay conrpensittion ii)r nD lP owner's
other danrages, and to pav lines ur suffi,r impris-
,rnn)cnl. llul lrrr\uing lh(.s( rcntcrlie.' rcnririns
uncertain and expcnsivc gencrally costirg the
lP owner morc than th!'rcsponsible pirrtv's
comptnsirtior ilnd lincs.

tirr damagcs arising lrom "flilure ol'(ilsknns to
tliscover tlrc inliingirrg grxrls clue to thc IP
(nv|l(r-s l.rilurc l(r lr(rr rdc .rt.trratr' intitrnt.ltir, .

antl/or fronr (irstoms'tiilur0 k) tlkc tirncly and
approprinlc nreasurcs a6lainst the inlringenrcnt."

'lhesc tlet.rileLl provisions are lcss l.tvor.rblc to
Il, owners thnn thc vaguer, prcvious rules, under
u,hich ().rstonrs coultl anti rlid aficr sulficicnt
lotrbving lncl provision o[ evidence I]y IP olvn
e ls-nrakc rletentiorr decisions.

Role of courta
l.inking PIIC courts to (irsbms protection

Pr()L iurcs l)ridBc\ lhr pr.'vi,ruslv lrtrslrJtittg,
gnp betwecn the two depirrtntents. llut the
nature of lhe new link is a sctback li)r lP orvn,
crs, who havc historically hlcl morc dilliculty
ohtrrining appropriate procccclings, findings,
ordcrs, arvards, and pcnalties lionr l)ll(l courts
than obtaining adntinistrativc action froDr
(luskrnrs, although lhcre hnv( becn rccenl
inrprovemcnts io thc court svstent (scc p.25). lP
owners will lind it especially difhcult to obtrin a

prclinlindry court otcler rvitlrin tht short :0,day
prriod, ls discussed ibove.

Security deposit and costs
'l'hc securitv clcposit aovcrs potctrtiitl storrgc,

Jr'1',''.rl..rrr,l,1.rrr,rg( (i'\l\. I ltr' (iclrr'\il .ill,'uot
lirr l particular dclcrrtion shlll not crcccd nrore
thln tht'gorxls'vlltrc. l hc rulcs, howcver, con,
t.tin contlicting pror isions on whcthcr thc

Disposal concerns
Nr'$ tlisl,osal Provisions raisc additioodl con-

..rns. II the ll) orvncr clcclines to prrr.hlsc
(l('tliocd goods that arc lirund to bc inlringing,
(iuskrrls nrav sell lhcnt hv auclion to it)\'cr cosis
.rltar r(nro! rnH tl)( irrlrilttog ih.tr.l( t(ri\li(\,
llrough (lustonls cxpcats II, owncrs to brilr costs
rvhen auction procceds nrc insullicicnt. Whr'n
irtliinBirrB charlctcristi(s.inn()t be renrovcd,
(lust()rns mily cithcr dcstroy thc grxrds or clonatc
lhdD to (jharit.rl,l. orgtrriziltions- Such ir donil-
lion rvould mcnn lhat bcneflcinrics oftht orga,
nizatior wouLl hc using inliinging
goods-$ hich rriscs thc question of rvhcther
inliingirrg roods will mrkc thcir rvay back into
thc genarnl nlitrkct.

A boost for anti-
inf ringernent programs

lor years, thc only wry firr Il) owncrs to
rrr.rkc .ulrrl.rnti.rl prr)grc\\ .tgJin\t rrrtiirrgc r. in
( lhina rvas lo intPlcrnr'nt p()grtnls lo c()llc.t
cvidencc lnd rc(l!lcst g()vcrnnrcnl xcti()n. llut
thc succcss of such progrants tvas lirr frrrnt
assurccl, and expcnses \{crc high and dil}ieult to
hudget-hrgcly bccausc ol thc ncccl to lobbv

F,'\'( rnur(nl oftiii.rls lirr l.t\(,r.rlrl( rnl(.rl)rcl.rtion
ol, lnd lction on, vaguc rcgrrlirtions.

Thc nov rrrlcs, howcvcr, makc cxpenscs nrorc
Predictrblc and progr!,s\ nrorc Iikcly whcn IP
rrwners consicler undertnkin!l in xnti intiinge-
I)tcnl l,r'r,Br.rnr jirrrrsr'rl rrrr ( u\t,)nt\ n)r)llitrring
and st'izurcs- lnitially, nrcrclv bv recording rn IP
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right, an lP ()wner has u chance k) obtirin,
lhrough (.ust{'nr\'\ nl()lliluring. a (lcJrcr fi(lurc
ol the nunrtrer and sizc of suspect shipments.

l-ater, an lP owner crl tr'quest dctention with.t
high levt'l of conlidence that Customs lvill
dclJin .rn(l inv6tigJlc thc idenli6cd shipntents.

If the evicle'nce of infringement is bcyond cftrubt,
the IP owner can also have a cert:tin level of
c()nlidence that Customs itself will lind infiinge-
ment, nlirking it unneccssary for lhr' lP owncr lo
bear the highcr and lcss predictnblc costs of Pllc
court Pr()ccedings.

T\/rro steps forvva rd
and tv\ro steps back?

'l'hc ncr' rult's incrc.r\c ihc alrrilv iltld trnn\
pirrcncv ()l' ( -ust()nrs proccdures, hut also givc
(.u.li'lll\ l,'(, ntuih Jir.rcti(trr,lrr(l Pr,rlc.li(,11.
thcrcbt' iri)posinS srvcr.rl dithcult clceisions and
pr)tenli.rl l)ur(iens ()n ll)o\\'ners. llJnv obicrYcr\
h()pc th.lt .rs (luskrnrs inrplcmcnls tht rulcs.rnd
IIcilsur.'s ()vtf tinre. ll' orvners' risks will
Jt. reasc. Nlcanwhile. ll) (N!ncrs th.rt recortl thcir
II' rights and nrakc.r gcn.ral sr:crrrilt deposil as

p.lrl o[.lrr nnli-intrirrBrn]cnt Pr()grnm stind l()
bcncfit rnosl lionr thc ncw rulcs.

ll) owncr\ would rlo rvt'll tr: considtr rtcord
ing rt lrlsl th.ir r)o\l rLrluablt Il' rights s'ith

lP owners worrl.l do well to
Gonsi.ler recor.lirrg at least
their rtrost rralrralrle lP r-ghts
wath PRC Grrstoms.

PR(l(lustonrs. llvcn withoul llrthcr i.lion,
recrrrrling will increlsc tlrc orvoer's intirrnrltion
.rbotrt 'hiprnenls 

of suspcclc(l inliilrSillg g()ods

inl{) nnd out ol (lhina. l'his c.rn serve rs ito
cilrly wnrning systcrn to Prevcnt thc ll'()t!lrer
lronr bcing bli ndsitt'cl b\' .ouolerfcitcr\ t.rrget-
in!l c\fort nl.trkcts. If lirrth.r iction is rrceded,

thc lP on'ncr coultl take iull adrirntlgc of the
nov rLrlcs by nraking a gcrtcral cleprrsil, notity-
ing (lustonrs ol sttspect shiprrtcnts, itnrl crrnrpil_
ing,.rr nruch infringenrcnt cliclcncc as possible

in ndvancc of (.u\lonrs detcntior't. As rrith
rur.rny l'l{C r.gulirliorls, the nov (luslonts rules
rvill givc the rir()st h.lp to tho.c rvho lrclp
thcnrsclves.

lnrresting in Ghina's Hospitals

Who will pay?
Finally, tirr privatc invcstmcnl l() sLlcccc(l,

tlhina will nr:cd to lclirrnr its pnyrnent systcnl

lirr mcdicirl services. Olhcr rctirrnrs lnd even

Irivtlirnlion u'ill do littl: goo<i unlcss tht'basic
.L,,n,,rnrr\ ( hilng(. Jnrl frrr that l0 lr,rl'ltn. rcrnl
bursenrenl levels nrrrsl bc raiscd to cover aclual
(osts. At prcscnt, rrirtttrursentenl lcvtls tront thc

Llovcrnnrcnt.rre ttnrcalistic:rllv Lru lirr nranv scr_

viccs. lf the glrrvcrnnrent rcnrains tht'onl;- sourcc
of insurrncc, it will bc hrrrd-prcssed to suPport

thc hcnlthcare systcnr at n highcr levcl. whit thc
{ovr'rnnlcnt can <io, horvevcr, is cncour.lSc the

dcvclopnrent of lrriv:rte insurnnce opli()ns, r'sPe-

cillly thosc that lllow paticnts to cotnbinc social

hclltlr insurancc with priv.rtc supplcrncntal
in\urxr)(e:'o thct'(ntl J((c\5 rllrrre e\lr(tr\iv( \('r_

vi.es (scc p.lll ). l)rivirte hospitals wolrLl then bt'
ablc lo opcrirte prohtably, which in turn would
irll()w thc'm to hirc hospitrl nrilnagenrcnt cxperts

ancl ultirrratel,v rrisc thcir qualit,v and cthcitncv.

Healthy competition
(llrinir could spccd such inrprovenrenls bv

lcvcling thc pl.rf ing, tielcl lirr lirrt'ign itrvcstors.
With tiwer restrictions on r:11-site trranch tlevel-

opnrcnt tirr quitlillecl foreign provitlcrs, on own-
crshiP stakes lirr lirreign invcslors, and on the

hiring of tbrcign ph,vsicians, ()hina rvorrlti g,ain

acccss kr valuablc new sourccs oi both ntcdical
an(l oranngenrcnt cxpcrlise. And all of (lhina's

hcalthclre fircilitics rvould bcnefit front a hcalthv
dosc of conrpctilivt- stinrulus.
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Continued lrom page l4

Morc specific to thc nredical scctor will lrc

the need t() ovcrconrc (ihina's dccplf ingrained
scrvicc stylc, in which p.rticnt ccnlcrcd carc is a

ncw and alicn coiacpt. lnvestors will havc t()
(r)p. wirh rhc \ht'rlilFC ol horlilrl .rclministr.r
lion expcrlisc irs thc,v look tbr ntanagers caP.rble

ol intcgrilirrg modcrD nlanaScrrlcnt methodl
rvith existing institrrtional culturt's. ln nrany of
(.hina s lrospit.rls, t,r1, .r(irrrilri\l r.ll,,r\ Jre scnior
physici.rns wlro, dcspitt' their distinguishcd .rnd

acconrplishccl carcers, llck tht ncccssarl' man-
ilgement trnininB k) run nrodcrn hospitals.



Special Feport. Mergers and Acquisitions

Acquisitions in China:
A Yiew of the Field
A rising tide of acquisitions of Chinese
companies may signal that a third wave
of FDI is washing up on China's shores

Kim Woodard and
Anita Oingli Wang
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maoaget respectively, of Javelin
lnvestments
(www.javelinchina.com), an invest-
ment consulting lirm based in
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tice. A companion anicle on

acquisitions strategy and process
will appear in the next issue ol the

The authors wish to thank the Asia
Venturc Capital Journaland M&A
/sia for their permission to use the
data reported here on cross-border
acquisitions in China.

Foreign lcquisitions ol- local (lhinese

lrnrprnies .urqed iD th{ tirst h,!lf of l(X),1

lscc l:igure 11. hrlkrrving thrcc lears during
which tbrcign.rcquisitions ran about $5 bil-
liorr pcr vc.rr ( lo ler(crlt It Fl )l r. .l(q(ri,i
tions nt':rrlv triplcd in thc hrst half ol this

1,c.rr to 57.-1 billion rnd rvill likeN'rcach l5
t{) l0 pcrc.nt of FDI lirr thc veirr, accorcling
k) Ay'd,,1 Asir/. A(quisitions of locll contPa,
nics .rrc fast bccoming a third w.vc ol fl)l
in t.hin.r, tirllortirrg thc prcr'.rlenie,,f i,,inr
vcnturcs in thc 1980s and cirrly 1990s and
tlrc surge of rvholll, iirrcign-owned cntcr-
priscs (\\'l:O[:\ ) during thc pasi | 0 vcars.

\\'hl'worrLl .r forcign buver untlcrtlkc a

((,ll)Pl.\.rrrLl potenti.rlly nrky.r((lur\ilir)rr in
( ihirra, rirthcr thirn a sirrrplcr, morc elsily
.o,rlrolled invcstnrent in ,r \VFOE?'lhc
.llt\t1'cr nl.l\, \ccor ohvioLr. t,' cotttlr.trtir,.
lookirrg firr a qulntunr lcrp in nrarkcl sharc
.rnd broatlcr tlistribution in highlv liag-
nrenterl and alrcadv saturrtcd mirkcts:
strong regiort.ll brands can be acrluirctl for
lcss than it rvoulcl takc'to brrild thc sanrc
cornpanv lionr the ground tlp. On lhc other
h.rn(1. slrir)1.('rtl r.'gul.rl,'r! linrits,rn lirrcign
ecluitv sharc in the banking, insunncc, and

autoinotivc scctors art' lirrcing largc players
likc Gencral Nlotors (irrp., Hongkong and
Shanghai llanking Corp., and Nissirn Nlotor
(lo. to struclure their irlvcstments its partial,
rnthcr thirn firll, acquisitions of Ohincsc
conrpanics.

Antl rvhv arc Chincsc companics rclin-
quishing stratcgic stirtc-owned assets to for-
t'i1in invcskrrs? The ansrvcr is that thel,have
little choicc. (-hina's Statc Council is

cngirgcd in.r lund.rn'rcnt.il lnd svslcrnltii
rcstructuring and privatization of all bLrt thc
lirgcst and nlosl strntegi. statc-owncd
enterprises (S()Es) and is apgressivelv lrrok-
irrg tbr both domestir: ind ti)reign invcstors
{sce p.40 ).

'ltr that c.nd, the Strtc (]runcil tirrmecl the
StJre As\('t\ Slrp(rvisi,)n .tn(l AdnrinistrJti{)n
(irnrnrission lSASA(I) in lvlarch l00l and
handed over eqrrity in lli5 nationirl lnd thou-
srnds of provincial anrl nrunicipal SOEs to
llris nerv t_ommission. As the state os'ner of
record, SASr\(l and its pK)\'incial br.lnches
will unclcrtlkc a large-scalc equity rcstructur-
irrg irnd divcstnrent of unticrperlbrrning
5( )l\ rt cv('r) level.'l hi. cllirrt is virihlc in
evt'ry region oi the countr,v, but is l'rlrticular-
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n the past five years, international companies, including
highly visible American companies like Amazon_com,
Anheuser-Busch Cos., lnc., and Eastman Kodak Co., have

begun to make acquisitions of Chinese companies a key element of
their business strategies in China. Though these deals still make up
a small portion of total foreign direct investment (FDl). the purchase
of existing local companies presents a new alternative to traditional
investments injoint ventures or uzholly ornrned subsidiaries.



lnbound acquisitions:
A promising option for grovvth

A trickle of small foreign acquisitions began in
the early 1990s. ln l996,ltochu Corp. and Suzuki
Motor (lorp. acquired control of Beijing Tourist
Coach Co., marking the first lbreign purchasc of
Lr domestically listed compirny's state shares.

l)riven by two rnajor acquisitions of off.shore-list-
ed shares in PetroChina Co. Ltd. antl (lhina

Petroleunl and (lhernical Corp. by BP and Exxon
Mohil (.orl.. rcspcctivclv. li,rrign ircqui:'rtion\
surged in 2(l0l) tt' ltr5 dcals with h,lnl tr,rn\.lcti,)n
value of $7.2 billion, or l8 percent of Fl)l thnt
year China acquisitit)ns then eased to about $5

billion a year betweerr 2001 and 2(X)-1, but have

grown very strongly in 2004 aocl will probatrly

end the year in the $10 to $12 billion ran8e.

This jurnp in foreign invcstment signals thc
convergcnce of tlro enrerging trcnds: SASAC's

sale of large portiolts of the state-owned seck)r
and the expansion of conrpirnies already rvell

established in Chioa through the acquisition of
local ((,nrpctitors. But thc lcr tl ol firreign rcqui
sitirrn in ( hin.r is rtill rcl.rtivcll krrv. running just

l0 to 20 percent oftotal annual FDI conrparcd
to well over 50 percent of FDI in rnost devel-
oped econonies. In 2003, China ranked hehilld
Iapan ($16.9 trillion)and South Korea ($6.6 bil-
lion), and about everr with Hong Kong ($5.4 bil-
li,rrr r in inLround merger',rrrJ .rrqui:'itir'n\
(M&A), according to KPMG t.t-P Chiua rvill
probably rank second in the Asia Paci6c region
in 2004 behind fapan.

China is thc number-one recipient of FDI in
the world and captures about l0 pcrccnt of
gkrbal l-DI, but hosts only 2 to 3 percent of
ghrhal crors-border M& \ .r(tivily. A\ k)reiBn
brryers and Chinesc sellers become nlore conr
tbrtable rvith the trcquisition proccss, thc ritio of
foreign M&A activity k) total FDI should
incrcase substirntially over the next fivc vears.

Lhina 
'eer 

ur,rurrd 2U0 foreign iriquisition
deals a year, of which 70 to ll0 perccnt are pub-
lii ly di'closcd. Srrtrll .rtqtrisit ions oi- |rir.rtc
companies often go undisclosecl and unreported
in the 6nanciirl ncdia. Altl'tough a research

gnrup uncler the Ministry of Commerce has

started keeping internal data on individual
acquisition clses, China publishes no ofhciitl
M&A data. Average deal size hls been smlll by
intcrnational standards, runrlirlg $,10 k) $35 mil-

liou pcr trirnsaction tiom 2(x)l k) 2003. But

average deal size reached $53 million in the irrst
half ol2004-a 50 percent iump ovcr the previ-
ous year-approaching the average internationnl
cross-border deal size. which fcll fronr $145 nril-
lion in 2000 b $83 million in 2002, according to
data rcleased by the United Nations Corlference
on Trade and l)evelopment.

Though no precise sectoral brcakdorvn of
fbreign acquisitions is available, the banking and
insurance, Lreverage (primarily beer), retiil,
intbrnration technology, nnd automotive sectors

have dominated recent lists of deals worth more
thai $I00 nrillion per transaction (see lable I ).
'l'here are also increasing numbers of rlid-sized
tb:eign acquisitions ($20 to $100 million) of
local cunrl,.rrrier irt trLrditional tn.rnufircluling
seck)rs such as industrial cquipment, auto Parts,
electrical aItd electronic conrponents, nnd sPe

cialty chemicals. Snrall dcals of less than $?0

nrillion are concentrated in li)od pr()ccssing, tex

tilcs and dpparel, toys, services, software, and
cntertainment.

China extends
its overseas reach

Privatr irncl listed Chincsc cr)mpnnies have

illso strrted nraking acquisitions outsiclc of
(lhinir. ()utlTound folcign rcquisitions began irr

the lJle 1990s dnd reachetl 20 to 30 dcals il year,

logging $-144 million in l(X)0 and $507 nrillion
in l00l . OLrrbolrnd M&A iunrpcd k) 52.8 billion

Figure 1 : lnbound Foreign Acquisitions, 2OOO-O4
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l,v intense in the crumbling industrial cities of
( hin.i' \ortlrea't.rnd in tlrc uc'tent provinie'.
'fhe Great Wcstcrn Development Strategy and
Revitalize the Northeast initiittives are reaching
oul lrr fi)rcitsn ((rrnl)antes.lnd I'urirrcts irr\oti.l-
tions to pronote foreign acquisitions of SOEs in
virtually every industry. A wave of ncw regula-

tions has been issued to facilitate borh foreign
and domestic acquisition of state nsscts.

IHE CHINA SUSi 
^/[SS 
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in 2002, but this lcaf w;rs clri,,cn by otkhort' acquisi-
tions oloillields by (ihina's nrirjor oil r:onlpirnics and
does rr(,t lcprcscot x br()ildcr trcnd (sce l_igurc 2).
(lhina's otrtLrtrnd Ir1&A rr.rs S 1.6 billion in 200-l ancl

will probably rangc fronr $ I .5 to $2.1) billion again in
l0{),1, r'xcluding nn()thcr Icvrurcc acquisition, a S.l.l
billion dcal in rvhich (lhina Minnretals Corp. rvill
I ikell' Lrcquire ( laoaclu-based Norantlir Inc.

()verseas actlrrisitirrns are viewc'd rvith sonrc suspi-
cirrn lry thc (ihincsc g()\,crrlnlcnt rrtd nrust br'
itpl)roved on .l cnsc b] c.lse bitsis, sirrce thcy involve
fi)rei!llr cxahangc tlnosiratir)I1s ()n thc cirpital nccount.
Thc Stlte Adnrinistrntion r)f li)reiBn Exchirngr, lras

blocketl a ['w such irr(luisitions on thc grounds thal
thcy rverc.lli)r(s t() illeg.rlly traoslcl firreign cxchrrnge
holtlittgs to oll.rhorr: rlr:stiniltions. i\,lost ovcrscas
acquisitions lrv (lhincsc conrpnnics, ho\{ever, ar!'
legilirDillc cf}i)rls l() cxplnd inlo ovclscas nrarkcls l)y

acquiring conrpanics that have established distribu-
ti()n nctworks or to introduce acquired forcign tcch-
nology to the <lonrestic m.rket.

Problems in transparency
lnbountl lirreign acquisitions have only accounted

fi)r l0 to 2{) pcrcer)t ol totiil N{&A activitv in China in
thc l{)(X)-0-l pr:r iod. 'l honrson finitnciill relx)rts thirt
totirl tlhion M&A lctivity, inclucling both inbounci
Jlld donlcstic a.quisitions, rcachcd 1,50,1 trilnsdations
worth $28.5 billion in 2{X)3 lsce Tihle 2). Of this lotil
irrrl()unl, il rcP()rted 915 transnctions wilh it vlluc ()l'
59.-l billion rvere acquisitions by donlcstic list.(l .ont
pilnics, xn(l I5-2 acquisitions rvith n value ol $5.-l bil-
lion rvcrc inbouncl foreigl actlrrisitions.'l hc balance,
about lj1,1 hillion, consistcd of il ti'w largc lsset
rcstru.turings l),v S()Es listecl oll.slrorc (such irs (llrina

Table 1: Selected lnbound Foreign Acquisitions, 2OO1-O4

Acquiring Party Acquired Parly

HSBC Holdinqs plc Ba nk oi Communications

DealValue
(S million)

Share
Acquired

1,741.0 I S 90/o

AnheuserBusch Cos, lnc Harbin Brewery Group Ltd 600.0 99.7%

Asahi-ltochu {China} Breweries Co. [td Kangshiiu Food 475.0 50 n0/"

TESC0 p c Le Gao Shopping 260 0 50.0%

RGM lfternational Shandong Rizhao SSYI\,'tB Pulp & Paper Co Ltd 18r.4 5r.0%

Amazon.com, lnc Joyo com Ltd 750 100.0%

H eineken NV Guanqdonq Brewery Ho d nqs Lld 690 21.0%

S cottish & Newcastle plc Chongqing Beer Group 630 ts 5%

lnterbrew SA Zhejiang Shrliang Brewery Co. Ltd 532 70.0%

lnternational Finance Corp. (lFCl China [,4insheng Banking Corp. Ltd 23.5 1.10/a

Toral l0 deals in 2004 TotalValue

Dongtenq Automobile Co

s3,547

1,030 0 50.0%

Wa den lnternational lnvestmenl 630 0 NA

Shenzhen Water 6ro!p 400.0 45 0%

Hang Seng Bank, Government oi
Singapore lnvestment Corp., IFC

Fujian Xingye Ba nk 25 0%

American lnternational Group, lnc PICC Propefty and Cas!alty Co. Ltd I 90/0

Anheuser-Busch Cos, lnc 0ingdao Brewery Co. Ltd 182.0 I0 00/"

lnlerbrew SA 6olden Lron Beer Co.. Ltd 131.5 s0.0%

Yahool lnc 120 0 r00.0%

Genera Motors Corp., Sha nghai
Automotive lndustry Corp.

Sha ndonq Bodyshop Corp r08.4 NA

Eastman Kodak Co 100 0 20 0%

SAB l\,4iller rrlc Harbin Brewery Group Ltd 87.0 29 6%

Thomson FudiTechnoloqy Co. Ltd 80.8 Assets

Citibank NA Shangha i Pudong 0evelopment Bank 67.0 4.6%

Kugellischer Georg Schafer AG, l\4esabi
Assets Ltd., Naito Secur[ies, and others

Shanggong Co. Ltd 100 million
shares

36 November December 2OO4

350 r0.0%Vodafone Group plc ASPlre Holdings Ltd 1a subsidiary of China lMobile)

a

28
Nissan IVlotor Corp.

Semiconductor lvlanulacturing lnternational Corp.

Veolia Environnement SA

325.0

251.0

3721 Net'work Software Co. Ltd.

Chlna Lucky Film Group Corp.

42.8



l\'lobilc's rcstrucluring of tlonrcstic rvirelcss tclc-
conr conrpanics) .ln(l (ionr!'r'tic ncquisitions l)v
pri\'.rtcl\' ownL'(l ( )hincsc conrpanics.

Prrl ofSASA(l's nx)livation in r'ccking li)rci8r1

acqrririticrns ol relcct.d SOII\ is t() irrtroducc
.onrpr{iti(nr to domcstic inv{slors. driving lhc01

to highcr stiror.llrrls ol linancial nlrnilg,crlrcnt rnd
trlnsplrcncl'. lhc rlonrcstic \l&A nrilrkct hls
bccn spclrhc.rdcd bl listcd coru[,rnics ancl bv
largt', rapidll g,ror''ing locitl conglonrr'ratcs, strch

as Nerv Hopc (iroup, \\'rnxianB (irouP, ()riental
(iroup, lirsun llig,h"lcthnoirgv (inrup,.rnd

[)'l,ong (iroup. lhcsc ilnd olhcr prit'.ltcl,v o\t'r]cd
iovr'stnr!'nt Sroups [).grn rvith r rcgional bise
nnd Jrc qLricll,v supp(,rtc(l l)v locnl govcrnnlcnt
and (lhinesc (irnrr1lr.lnist l'artv intcrcsts. lhcl,
wield incrcasing porvcr irr botlr tlrc krcal .tnrl
donrcstic ccottontics. yct lrc rtrn,ts privitlc lic'll

cloms with litlle trrnsprrency or accountabilitl'.
The D'Long Group, ti)r cxlnrplc, starlcd ns .

lrrrrilv-controlletl Iilur I'r,'t<r'ing, htt.itrc'. rn

Xin)iang in I986 JnJ 8r(!r lnrg(lt ht atqtririttorr
of both listed and unlistrd S()f.s. ll) 2(x).1,

[)'[.ong Strntegic lnvcstment (i). nliln.lst'd S].5

billion in assets, controlltcl six donrcsticallv listc'd

cr-,ml,anics. had huih J ncs llcndqu.rrlclr in
Shanghai, and boirstcd national re;tch and crtcn'
si!e government conncctions nt all l('vcls. llut
It'Long's acquisitiorrs wert tinanccd littgcly bv.r
p,vramid ofshort-term bank clebt built on a pl.tt-
tirrm of loans lnd guarantc'es fionr its sut)-

siclilries. Refusal oi its major lendcrs trr roll
short-ternl debt at thc cnd of 2(x)l lcd 10 n sud-
Jcn collap'e ,rI its li'tcd .ub'iLlilrit'r''hrrr,' pricc.
and to D'Long's hnirncialcollapsc in thc lirst
quarter of 2004. Fcaring l donrino ctlict on othcr

Acquiring Parly Acquired Pa y

De.lValue
{l million)

Share
Acquired

lnterbrew SA Kaikai Beer Group 350 10 1a/a

l\,lorgan Stanlsy (6nd tlvo othet inveslors) China Menqniu Dairy Co. ttd 260 32 0%

Jialoog lnvestmenl Shantou Lonqhu Hualin Plastics Chemical Co, Ltd M.4%

Carlsberg Eeer AS, TCC Gro$p (Lrnming Huashi 8rewery Co., Ltd r0 2 r00.0%

L 016al SA [rininurse NA

GE Power Syslems Kvaeroer Power Equipment Co., Ltd NA 90.00/0

Toral 23 deals in 2003 TotalValue s3.r34

M,
Vodafone Group plc Ch 11a l\,4ob e {HK)Group Ltd 750 0 r1%

HSBC Holdrnqs plc Ping An lnsurance (Group)Co. ol China Ltd ri00 0 r0 0%

Sanlln {l\,4 alaysia} Group C0SC0 Development 500 0 45 07d

SPA Peugeot Citrodn SA Shenlong Automobile Co. Ltd 759 lncreased equity

Phillps Elecironrcs NV Suzhou Peacock Electronic Appliance Co., Ltd 506 2'J A%

GeneralMolors Corp SAIC-Wuling Automobile Co. Ltd 30.0 34.00/o

EachNel lnc 33.0"/,

H.J l"leinz Co Guanqzhou Meiweiyuan Foodstutfs Co., Ltd.,

Panyu Jinmai Foodstufls Factory NA NA

GE Plastcs Zhongshafl Plastech Sunsheet Co. Ltd NA NA

Toral l0 deals in 2002

Emerson Electric Co

fotalvalue

Avansys Power Co., Ltd., a subsidiary of Huawer

s3,844

750 0 r00 096

UPM Kymmene Corp. Changshu Paper Mill 150 0 r00 09ro

HSBC Holdrngs plc Bank ol Shanqhai 626 8.09/"

Tyco lnternational, Lld Zigong Pump & Valve (Groupl Co., Ltd. (and tlvo subsidiarias) 3.7 Assels

Compagnie Financidre Alcatel ShanghaiEellCo. Ltd NA 500/o+l share

Total 6 deals in 2001 s3,466

NA=nol available
So!rce: JaveIn lnv€stment

TolalValue

Novernbcr-Decernber 2OO4

Samsung Xaogning (Malaysia) Saage Samsung 28.6 l4.l%

Carlsberg BeBr AS Dali8s€r (Group)Ltd. co. aod 263 1000%
Yrnnen Dali BcEr.loini Stock Co

]]8

eBay lnc 300
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Part of SASAC's motivation in seeking
foreign acquisitions of selected SOEs is

to introduce competition to domestic
investors, driving them to higher standards
of financial management and transparency.

lir8e, private conglomerates, the central govern-
ment stepped in to restructure D'Long's tangled
assets through Huarong Asset Managcrnent Co., a
subsidiary of thc lndustrial and Commercial
llank of China, a major D'Long creditor.

1 he D'Long case illustrates some of the .hal-
lenges facing the domestic M&A market-lack of

Figure 2, Outbound Chinese Acquisitions, 2OOO-O4

S N4illion Number of Deals

transparencv, conrplcx interlocking debt and
cquity relationships anrong parcnt frrtns and their
sr.rbsicliaries, and increast'd volatility in public
stock nrnrkets for listed companies that are
inrrrlvcrl in M&A trin\dqrons. The ( hin,r
Securities RcBulirk)ry (irmnrisstrn is rvorking to
nrake public equitv markets, where the bulk of
such transactions takcs place, more open and sta-
blc, hut rrerv re8ulrtion' without idcquale nloni-
torinB and enfbrccment rvill leave most foreign
investors on the sidelines.

Acquisitions in
the years to come

-l 
his ycar's surgt, ol foreign acquisitions in

(.hina lrrrcshadorvs growth k) come in the num-
ber lnci sizc ol such cleals. (lhina's irlplementa
tion of its Worki 'liirdc Organizatiou
conruritnre'nts has opcncd key seck)rs such as

linancc, trirde, and distribution b greater for-
cign purticipation. Iirr exanrPlc, this vear Chinir
h.ts publishcd rcgulations that rvill for thc 6rst
rinrc pcrmit firreign 6rnrs to csrahlish trading
:tnd dislribrrtirrn conrplnies outside of the
coastal bonded zoncs. Sonre ccrnrpanics mlv
choosc lo clo so hy itcquiring existing local trld-
ing rnd distribution lirnrs in relcvdnt product
.rrr.r.. Suih .riquirrtions rr ill pcrnril nrrrre elTec.

lr\'c irrlcFr.llror) oi Jornc.tii rranulicturing
opcrnli(nrs in (ihina rvith imported prodr.rct dis-
tribution rnd glol'ul product 1lorv..

(irlrlull lih'ralizattrr ol the ltrreign crrrrencl
rcginre and thc rclaxation of firrcign erchange
rcslricli()ns oD thc capital account u'illalso sup-

P()rl conlinul-'d growth of cross-border M&A
.r(livil\. ( )nc tlilhc grc.1l(\l (ot)(crn\ (,l lri\'ate
equitv luncls atterrrpting acquisitions in China is

thnt th.'ir cdpilal will be "locked down" by foreign
cxchangc' rcstrictions, rcndcring linancial investors
itre.r|.thlc 1r1 a111;11g thcir dcirls. AnJ Chinese crrm-
parries nrusl clear a daunting scries of goverrmelrt
approvrls to invcst r)vcrscas. Litx'ralizattrn ofcur-
rcncy controls will flvor strongel cross-border
clpital tlows irr both dircctions.

{hovc.rll. lirturc !,r,rrrth in firrr'ign rL'quisi
tions, and inrlccd in dorrcstic M&A activity, will
bc drircn bv thc prcscnct' o[ a rich 6cld of acqui
sition tlrgcts. I-hr' restructuring of the stnte secbr
is a high priuritv in ()hinir'.s r'cononric refbrnr pr<r

granr. Aflcr a clccadc of consolidation, China still
hns i0,{)(X) st.rtc-olvncd cnterprises that must be

rcslru(tLlrcd.tr)d re-!rIitilli,,(d. At a nrinin)unl
r(slru(lurinB (()\l i'l Sll, nrlli(rl pcr cntcrprise,
th.rt inrplic's a capitrrl rcqr.riremcnt of at least half a

trillion ckrlLrrs or .1{) Pcrccnt of China's annual
(;l)P Ihis cost ..rnr(>t bc lirnded either b1,
(-lrina's debt burdcned strte lxnlis or bv the ccn-
tral grrvt'rnnrcnt, which is alrcady running chron-
ic budgct delicils. Il.trther, the capitnl to
r(\l(r\tu[c lhc \l.rlc scLkrr r]lu\l ron)c liollt
Ohina's privitc scctor, pLrblic stock markets, and
irreign invcstnrcnt.
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Sowces: Astan Capital Jourral M&/ As/a (wv!w.Esianln.com)

Table 2: Domestic M&A by Listed Companies, 2OO3

2000 2001 2002 First ha ll
2004

llumbor ol Trsns.clion Aversge oeal
}alsaclions Value {l millionl Sire lS millionlSeclors

s1,396 NA

Ivlachinery. equrpment, and instruments 120 s1,220 s]0 2

Petrochemical 66 ss98 sr51

Metal and raw matenals 50 s800 sr6 0

Realestate 35 s535 sr5.3

lnlormation technology 44 5498 sr3
lnlrastructure 33 s422 s12.8

Electronics NA s407 NA

Wholesale, retail, and trading 65 s325

0ther 733 s2,849 s39

Tolal 925 s9,33)

Noter NA=not availabls
Source: Globai M&A Research Cent8r (Eeijing), China M€rger and Acquisition Yearbook, 2004

894

Nr)v()r nl)er-[)c(:(]n)l)()r 2O04

Transpo(atron and logistics

s50

s10.'l

344

507

?,811

t,556



Tl1(. BonirtU Corr, ;rarry ...... ...... 14

Boeing has been the premier manufacturer of commercial jetliners for more than 40 years and is a global market leader in militarY

aircrah, saiellites, missile delense, human space flight, and launch systems and services. wyrrw.booing.com

C;rrr-;rll ....... . . . 61

Cargill is an international provider of food, agriculture, and risk management products and services. With 101,000 employess in 59 countries,

the company is committed to using its knowledge and experience to collaborate with customers to help them succeed. www.cs.gill.com

Caterpillirr
Caterpillar is a technology leader and the world's leading manufacturer of construction and mining €quipment, dissel and natural gas

sngines, and industrisl gas turbines. wwry.cat.com

Clrfforrl Clrirrtr:t'
Clifford Chance is a global law tirm with 29 otfices in l9 countries. With 3,500 leqal advisers, the firm provid€s globsl ssrvices to the

world's leadinq linancialinstitutions and multinational businesses. wwwclillordch!nco.com

COSCO Arr rl rrr';rs
C0SC0 (China 0cean Shipping Company), a premier lull-seryice intermodal carrier, uses I vast network ol ocean vessels, barges,

railroads, and motor carriers to link the international shipper with the consignee. www.coscon.com

Errr(.rsor)
Emerson is a global leader bringing technology and enginesring together to provide innovative solutions to customers in elsctronics
and telecomnunications; process control; iodustrial automation; heating, ventilating, and air conditioning; and appliance and tools.

www.GoToEmoason.com

Flrr(Jr Corl)or.rtir:rt.... ..........
Fluor Corporation is one of the world's laroest, publicly owned engineering, procurement, construction, and maintenance services

organizations. Fluor serves customers in a wide variety of traditional and evolving industries worldwide, including chemicals and

pet.ochemicals, gov€rnment proiects, life sciences, manutacturinq, microelectronics, minin0, oil and gas, power, telecommunications,

and transportation inf rastructure. www.fl uor.com

The Gar(l(Jn Hotel Guanljzholr . -............... ........................ 19

The Garden Hotsl Guongzhou is comprised of 1,028 luxurious rooms and suites,800 otfices, a convention hall, l0function rooms, and

l2 different restaurants and bars. other facilities include a health centet shopping arcade, bank, post office, taxitour, and ticletinq service.

www.thegardonhotol,com.cn

lVlaersk Sr r;rlarr<l ...........1t
Maersk Sealand is one of the largest liner shipping companies in the world, serving customers all over the globe. More than 300

container vessels and 950,000 containers ensu.e reliable and comprehensive worldwide coverage. wwwmaerskterland.com

l\,4rryf arr H()l (.1 SIranUl1.'l
Mavfair Hotel Shanghai is the largest multi-use hotel complex consisting 01860 well-appointed guest rooms including 42 business

suites with kitchenettes, an extensive array of food and beverage outlets, 261 serviced apartments, and a 20,000 m' shopping mall.

www.maytairsh!nghri.com

13

Marger Jolrlrson & Mccollom, PC ..
Marger Johnson & McCollom, PC is a full-service intellectual property (lP) law firm relied upon by businesses across the United States

and Asia, with expertise in prosecution, litigation, opinion, and global lP work. www.techlaw.com

Mt-(lrterrarrean Shipping Cornpany SA . .

10

55

63

2

ti9

15

N,4OL ,,,,,,,,,
M0L is one of the world's largest multa-modal shipping companies, operating a diverse netlvork of container shipping and logistics

services around the globe. lvl0L is a founding carrier partner in GT Nexus, an e-logistics solutions company. wwwmolpoworcom

Ne,ur York t rf r' .......
New York Life, a Fo(une 100 company founded in 1845, is the lsrgest mutual lile insurance company in the t nited Statss 8nd one ol
the largest lile insurers in the world. www,lowyo*lilo.com
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AFrorHn Sru
TOWARDGhina's property

rights trading
centers may be

the best way to
sell ofl state firms

is senior China economist at
Standard Chartered Eank and the
edilot ol Exit the orcgon?
Ptivatizatton and State ownerchtp
in China, Cho'tham House, forth-
c oming.

is a professor ol corporate finance
and governance at Guanghua
School of Management, Beiiing
University.

ITA]TION
Stephen Green and Lihui fian

hina's property rights transaction centers
(P RTCs)-clearinghouses used by local

governments to sell off pieces or shares of state-
ourned enterprises (SOEs)-are coming in from the
cold. Established independently by local governments
throughout the country during the 199Os without
authorization from Beijing, PRTCs (the title is directly
translated from the Chinese zichan zhuanrang jiaoyi
zhongxinl have played a minor role in the restructuring
of small and medium-sized state f irms. Now. \ /ith the
privatization of large SOEs accelerating and the central
government recognizing the dangers of poor-quality
privatization, Beijing is encouraging PRTCs to
professionalize their operations, merge regionally, and
submit to central-level regulation. lf current plans work,
the centers urill become a hugely important platform
for China's next \n/ave of privatization.

'l-he rclrcit of the state lionr owning and nranaging lrusiness is .r kcy relirrnr lirr irny
transitiorrirl cconomv. China has llrcad,v allowctl nrost snrall lnd ntctiiunr sized statc
lirms to go private. As fbr the llrgcr ones, sonrc luvt"'partiallv prir'.rtizctl" hl listing on
thc Shanghri and Shcnzhen stock exchangcs. (ln nr()st listed S()F.s, $()\'crnmenl-o\r'ncJ
shares, accounting lbr about trvo-thirds of the tot.rl, lrc not tradrd ).

November-Decerrlber 2OO4
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But SOtls still survive in large numbers.
According to the Cltina Statistical YearbooE

about -30,000 fully government owned SOEs
wcrc still in oleration rn 2002. enrploying nrore
than 1.8 million people. The Elovernment also

owned majority equity in more than 10,000
,:ther hr ms lhJt cmploy rbout 05 million l,eo
ple. Counting only the enterprises fully owned
by the central government, the state is sitting on
some Y6.9 trillion (${J33 billfun) worth of assets

according to official virluation. Clearly, restruc-
turing the orvnership of most of these firms can-
not be achieved throLrgh public listings
alone that would take too long, and many of
these firms are not lit for a listing, at least in
their current statc.

But the alternative-private sales behind
closed doors is also unattractive. Such deals

are often facilitated by sidc payments and other
quc:tion.rhlc practice\. lf SOE privalization i5

going to work, oflicials need a new, transparent
platftrrm fiom which to scll.

The PR'ICs could be just that platf<rrnr. The
State Asset Supervision and Administration
Commission (SASAC) ruled this year that PRTCs

nrust host all state asset sales, and that only the
threc largest PRTCs-in Beijing, Shanghai, and
Tianjin-can host the asset sales of the more than
180 core SOEs that SASAC directly controls. lf
this ruling holds, the PRI-Cs will play a crucial
role in one of the nrost important economic chal-
lenges urrrcrrtly licing (ihirl h,rw lr) privati/c
its industry efficiently and flirly.

Hovv do the PRTCS vvork?
In essence, the PILIOs are government-oper-

ated platfirrms lirr private equity investments
and ircquisitions. Entire lirnrs, large chunks of
equity (tbr cxamplc, 50 percent) of a company,
or nlajor cssets (such as a lirm's land-use rights
or factory equipment) are "posted" at a PRTC
and listcd on its website. The assets are not per-
nranently listecl as they would be on the stock
exchanges, but rither are posted until they are

purchased, or until the offer period ends and
they are taken off the market. Since Octotrer
2003, state assets must be posted for at least 20

days to allow potential buyers enough time to
submit bids. Buyers generally are PRTC mem-
lrers or use members as brokers; men]bership
requirements vary at cach PRTC. For example,
membership at the Beijing and Shanghai PRTCs

requires a small deposit. Firms do not sell on
price alone; buyers have to come up with a

viable, custonrized restructuring plan that must
win governnlent authorization and the approval
of a general meeting of ernployees.

The price is set through auction bids con-
ducted by phone or over the Internet. The PRI C
sets the floor price, usually at a net asset value
(NAV) set by the firnr itselfwith guidance from
the local government. Ihe PITTC will make an

effort to .hcck th< 6rm r valualion, but is n,rt
responsible lbr the 6nal price. Some PRTCs,

notably the one in Shanghai, have some flexibili-
ty on setting minimum price vis :1 vis NAV, as

long as the lirm lpproves.
'Ihe PRfCs lack central registration or settle-

ment. 'l his meins that PIITC members (poten-
tial buyers or brokers acting on their behalf)
nlust check on the legal status of the asscts

offered for sale, con6rm the evaluation, and,
after the transaction is agreed, apply to the local
adnrinistration of industry and comnrerce k)
register the change in ownership themselves.
Fces vary; some PIITCs rely on membership
fees, others levy fees on the transactt)ns them-
sclvcs. Thc ccntral gr)vernment appears opposed
to prolit-oriented PRICs, howevcr, presumably
fearing that this will discourage sales. According
to Xiong Yan, CF)O of the Beijing center, the fee

structurc will soon be standardized to avoid a

price war anrong the PIlICs.
r tl i,rursr'. the qurlity oiservice vJrie\

immensely across the country. The Shanghai cen-

ter is housed in modern of6ces south of the Bund
and is staffed by young protbssionals. The Beijing
certer occLrpics n entire building in
Zhongguancun, China\ Silicon Valley. Some pro-
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YEAR THAT PRTCS MTJST HOST ALL STATE ASSET SALES.



tessional brokers, including the asset invc'strnent
irm of ABN AMRL) [']ank NY operirte there. In
corlrn\l.lhc 5h(nvirng Pll'fC in li.roning ir.onr-
prised of a large, rundown hall with a few plastic
chairs and singlle nonochrol]le computer screen

on which assets appear in red. Apart tiom the
manager, Mrs. Zhao, complete with army coat

and tlask of tea, the hall was deserted when one
of the authors visited.

Three centers, one netvvork

As mentioned above, the three largest of the
m,)r. lltrn I0(r PRT( ).rrr h.r\c(j rn Briiing.
Shrnghai, and 'li.rnjin.'lhe Shanghai center is

the lirrgest by tralsaction \()lumc, although
Beijing's PI{TC, set up only in February this
year, is growing quickly (see below). These three
centers nre gradually absorbing the other

The Shanghai United Assets and Equity Exchange
(SUAEE), the lar8cst of China's property rights
trading centers, was established on December 18,

2003, when two older centers merged. tn 2003, the
conrbined value of transactions at the two centers
was Y324 billion ($39.1 billion), the majority being
state assets. SUAEE reports that 4 to 5 percent of
deals in recent years have involved foreign buyers.
Its 6rst foreign member, Deloitte Touche
Tohmatsu, joined in 2004. There appear to be no
special rules for foreign menrbers.
Tel: 86-21-6341-0000
Fax: 86-21-6141 -3333
Web: www.suaee.com
E-mail: webmaster@suaee.com

The China Beijing Equity Exchange (CBEE) was

established on February 14, 2004, also fron the
merger of two older centers. CBEE hosts a variety
of deals: equity financing tbr high-tech 6rms and
small and medium-sized enterprises, transfers of
state assets, equity transactions in trust for unlist-
ed companies, trading in intellectual property
rights, and acquisitions of real assets. The
exchange is supposed to be a focal point for the
trading of assets directly owned by the central gov-
ernment and the Beijing municipal government.
Its total trading volumc fiom its rnteption in
February through the end of luly was Y54.6 billion
($6.6 billion).
Tel:86-80-08t0-8235
Fax: 86-10-8235'8800
Web: www.ctee.com.cn
E-mail: admin@cbex.com.cn

The Tianjin Property Rights Trading Center was
founded in 1994. Supported by the current mayor
of Tianjin and the fornrer central bank governor,
Dai Xianglong, it has ambitions to become the
center of trading in north China. Trading volLlme
in 2003 totaled Yl5 billkrrr ($1.8 billion).
Tel].86-22-2302-3785
Faxi 86-22-2302 3786
Web: www.tprtc.con'r
E-mail: tprtc@public.tpt.tj.cn
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PRTCs, as each center develops a "common

market" lhrt crrvers the surrounr,ling rcgirrn.
These "markets" are nrade up of common rulcs
for transactions rnd an in[ormation platfornr
tbr buyers and sellers. Ultimately, a national
PRTC platform will likcly be constructcd, but
for now, many transactions are still operated by
the smaller, local PRTCs.

\Nho runs them?
PRTCs are f<runcied and nranagt'd by locrrl

governmcnts (municipal or provirrcial govern-
ments apptrint thcir dircctors lncl ovcrsce thcir
budg.'ts t, rrt.l thev of('r.lte undcr lh. sup{rvi-
sion of locll SASA(l ofEccs or othcr Lrcal gov-
ernnrentillngencics.

llut sincc errly 2001, SASA(I has becn

attcmpting to tdke control of I)R'l(is, which
woulcl inevit.rblv rDciln \.)nrc (('ntr.rlr,/.rtii'n.

SASA(l's succcss and introduction of standlrtl-
ized rules firr disclosurc, valuation, and salcs

woulcl ccrtailly hclp potentinl I)uycrs. A nrra-
sure of central governnrent oversight oI lrrcal
PRl (ls woulcl also plol':irbly lrclp irrrprovc rcgu-
lation-iust as it did aficr 1997 rvhen the ccnlriil
goveriDrent k)ok control ol the Shrrnghai and
Shenzhen stock cxchangcs.

Nlorc'ovcr, [orcirrg urrlislcd slate firms to us(,

the PR'l(ls wlrencvcr th!'v wrnl lo sell rssets, as

SASA( iwishcs Io J,r, wrruLI rr.rkc I'rivrtiz.rlirrrr
more transparcrt. Retlcr lransparency would
not onlv reduce corruplion irnd incrcasc thc
deals'popullr lcgitimac,v, but woultl hclp
erprnd thc prx'l oi lrulcr. .tnrl thrr. rttirrintirc
official revcnues fronr such sales. All this should
improve thc chances that post'salc lirnrs rvill
perform rvell. In the lorncr Sovicl l>loc, nrlny'
SOFls, suffering frorn Inck of transparr'ncy, \vcre

urrderpriccd and bought bv insitirrs rvho lrrckcd

tht'skills neccssary 1o r.structure the lirms. As n

result, these salcs did nol inrprovc lirnr pcrli)r-
rJran.c. Chin:l has the chlncc to t,tkc a dillcrcnt
route rvith its privrtization. If there lvcre :l PR(.
"horv to privirtize" hrntlbook, sonrcthing like thc
PRTCS lvould tnkc pridc'of place in it.

Irt.rhlrshing srr.h ir platforrrr right rr,rw is

important. ln the nricl- to late 1990s, it rvirs torvn-
ship, .ount,v, ind city govcrnnrcnts whosc collec-
tires and snrall statt, lirms sulfcrcd lin;rncial
difiicultics, crcrrting inccntivcs ,i)r thcir govcrn-
nrent owncrs to \(ll. Now..rs privltc e,rnr1'ctiti,,n
bloonrs ancl L)ank rcft)rnr starts t() cut B)litical
lending to SC)Fls, provincial governments irrc t'rusv

tlrawing up plans for retreat fiom owning and
managrng firms. lht'se ]Thns involve forming
large holding companies, attracting private
invcstmcnt into thcsc lirms, and cxtracting gov-

ernment shareholders completely liom some
overl), competitive sectors, As the prcssures on
statc 6rms intensifi, bigger assets and bigger slices

ofequity will come up for sale.

The foreign angle
With m<rre sellers in the pipeline, the PRTCs

irrc oul looking firr stratcgic buvers with deep
pockcts, such as foreign investment banks, pri-
virtc cquity invcstors, irnd firms with industrial
interests.'l he biggest dt'al cver recordcd in a

Plll (l occurrcd in .2002, when Vivendi Water, a
subsicliary of lirunce's Vivendi tlnvironnentent
SA, bought 52 pcrcr-nt of Shanghri Waterworks
Pudong lirr Y2.0-1 billion ($244.6 million), bid-
rling against a nunrber of <lther foreign and
donrestic bicldcrs.

In August 2004, thc CBF.E announced that it
woLrltl publicizc the sale ofstakes in 15 hospitals,
tl'trcc lixrd conrpirnies, scvcral water treatment
plants, ancl dozens of othcr conrpanies at a Hong
Kong road show. The valuc ofthe equity on offer
was estimnled nt sonre Y5 billion ($600 million).

[i)r privale equity iovest()rs fronr overseas

lol,king k) obtain large stirkes in already-buiJt
cllpacigy i1 (lhina, thc PRTCS may bccome
inrPortant. Although it is far trom clear that the
provinces will cooperate, SASAC's ruling that
nny stnte asset sale must bc' nrediated b1.one of
thc c!'r)rers hils hugc inrpliciltions, especially in
thc al'scnce oi rnv ,'thcr ofFcial regulalions or
guidance on PIITC developments.

For forcign invcstors, .rdvantages abound.
PR I(l stJff promise background checks on the
lirnrs they offcr, ,rlthoLrgh purchasers will still
havc to do tht'ir own due diligence.
'Iiansparcn.v irnd, ultimatell,, standardized rules
shoulcl discourage corruption-and provide a

It'vel plaving fieltl for both international and
d()mcstia invcsbrs to purchase assets and gain a

lixrtholti in new mnrkets.
'lht'danger is that SASAC might take its sup-

port firr the PRI(]s k)o fnr. Ifthe current ruling
st.rnds, thc'n private equity deals outside the
PRT(ls will clfcctivcly be banneci. That would
not oDlv cranrp the style oI nrany an adventur-
ous privirte equitv invesbr, but it would also
givc SASAC to() irruch power over the pace at
which priv.rtiu.rlirrn t.rn prr:<eed in Chrn.r.
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IT THERE WERE A PRC
.,HOW TO PRIVATIZE,, HANDBOOK, SOMETHING
LIKE THT PRTCS WOULD TAKE PRIDE OF PLACE IN IT.
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Adam Ross

CE|FI Focuses on
Regional lnvestment
Locations

ln the next tew issues, the CBBwill

be profilinq investment environments

around China. These reports will be

based on information from site visits to

industrial zones, interviews with lor-
eign companies, and inlormation from

local int.astructure and development
plans. The reports willfocus on the

overall investment, operational. and

logistical environments ol each city.

The goal of the reports is to paint a

clearer picture of the growth trends in

the many promising investment loca-

tions across China.

Adarn Ross
is a research
associate at the
IJS-China Business
Council in Shanghai

-lhirr.r'\ 
Lrrlrirl [,,rcrnrncnl inili.rlcJ .r

f (,rrrhin.rlir)n,,f rr.rtiorrwi,l. l,rr,Er.rru'
\-./crrrlicr th i' y.'irr lr, (li\i,,ur.rI( n(w
nrirnLrlirclLrriog invcstnrcrrts in ltcavily inclus-
tliirlizctl irrc.rs and to sl()w ccon(nnia tlr()wlh.
I hrough .r scrir'.,,1 r(lntirti:'lr.llivc .i(lii,n..
govcrnnrcnl lcaclcrs tightcncci dcvclopnlent
r{)nc resl ri(ti()ns. projcct.tpproval procc

drrrcs, antl blnk kxn controls.' rcse nrct-
surcs havc h.rrl the grcrtcst c'tilct in
.lcrr. l,,pc.l .rrcar,rrrrl lravt. irr . orriurr.ti,'n
rvith rising costs ll,(rnr ttPward Pressurc on
rvrgcs, cnarlly shorlngcs, and incrc.tsctl cnvi-
rorrrrrerrl.rl r( \ln(tr.rn\, tn.trlc rl,,itrB lrusincss
l]l,,r( (lilti(ull ir) (.hrrr.r'\ l.rrE( ir).rsl.rl (itic{.

In lishl ol thr'sc chnnges thal atfccl manu-
lircturing invcstnrcnls, this (-riticrrl [:;-c hrcur-
cs orr trv,' 'ci,,rtl-ltcr iitie. in the \'.rngzi
llivcr l)clta ( Yl{l) )-pldcrs l.ss d.vck)pcd
th.rn thc Yl{l)'s [rxrrrring 6rst'tir'r citics sr,rch

.l\ ll.rrrS/h,ttr .lrr(l 5(r/h()(r. Irr)l l.r nr('rllt o

Shanghri. (-onrparcd to (lhin.r's nnrrc [x)pu-
l.rr rnrestnrcnl Iri.rtir'rrs, thc.c sc.rrnd-tier
citics g,cncr;llv hurc nrore lancl .rrtilahle,
rnorc consislcrrt lrorvcr supplics, lorvcr labor
.()sts, irld ir nrorc wclcorrring altitrr(jc to\'.lrd
l]lJnuln(luri l.l II'(r.lli.,o\. Al lh( \.lnrlj linr(,
such plirccr ustrallv lack lhc rx'cr:rll invtst-
mcnt supporl lirr,rnr.i in n,rtional-lcvel dt'r'cl
()pnrcol ronr\, xrrd l.tll short itr tcrnts of
lrrgisticrl cfticicnc,v and nranagcrial talcnt.

'l hough th. \'lll) rcgion has n'rnn)' colrl
p.rrahlc sccondarv eitics, this.rnalysis high

Jiaxing. Zhejiang
Iiaxing's lactories are localc'd in a sprlvl-

irr6 rrch ol 6rr'.Jcrcl(rl'nrcnl /(,rtc',.r(lrl)inl\-
tercd hr varirrrr. nrtrnicipll antl .,,urrtv
govcrntncnts. In somc wrv:i, th('aitr is i pcr-
fect exanrple oI tht' unrestrlinc'd, uncoordi
nated developmenl zonc c()nstructi()n lhirt
(lhind's c.'ntral govenrnlcnl $'ishcs to sl(4r.

Yet cven though il has rrrrr irlirul of
lrirtiornl planDing liuidelines, liaring scenrs

Jestirrcd to 6rorv qtri.kly. Altcr all. thc irtr i'
one hour fronr Shanghai and holsts hall thc
labor costs. fiirxing is llso locatctl lt thc
crossroads of several maior lrnnsp()rt links-
thc Shan8h,1i-Hnng2hou cxprc'ssrvav, lhe
Hargzhou-Suzhou cxpresswav, and thc ncrv

Hangzhou lla,v bridge and Shanghai's
\hngshan port cxprcssrva,v, both ol rvhich arc
currentlv under construction.
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lights two th.rt iipprar to be on thc rlcvclop'
nr!'nt tast trnck: liaxing, ZhtiiirIlg; an.l
lhcnii.rog. li.rngrrr. lkrth pla.c. tli.rrirrg i'
lbout 90 km south of Sh.roghLri rrnLl

Zhenjiang is about 150 kDr w('st ol Sh.rrrgh.ri)

.rr. l,r..rtr',1 rlorE llr.U,)r lr,llr\ln 
'r l.rlii,rr 

(, rr r r.

dots that are curre'nlly being upgradcti.
Anr(riLrlrr (ontl.rnlL.s ulr'c.rrlr inrr'.tcrl rrt

thr,se two cities are sccing llvorablc rctrrrns,
lnd bccrusc costs in thesc cities rvill likclv
rise nrort'slorvlv thalr in largcr citicr, thcsc
prolits should conlinlr('in the |cirrs to c()nrc.



China's second-tier cities hold
promise-if investors do their

llccausc ol Jiaring's cxccllent transPort links,
firreigrr conrpanics will likely continuc tr: lirll<rv
in lhc lix)lstcps ()f lhc nrlnv new nranut'actrrring
l_ircilitics cr.rrrentlv urrdcr construction,ls wcll lt
th,'sc' .rlrc.rrlr r) (,p(r.rtl(,rr. A (ivn.lr:rii f rivirtc
scctor.rlro hcll,s tip thc scales torvard Jilring Ii:r
sonrr: crrnrplnicr th.rt sorlrae a()nrponcDtr\ ()r

hl,c,,ustorrcrs in thr' inrrrediatc vicinitr,. ()nc
/\nr(ri.in rD.lnulJ(tur,rr r-rl rerlin.'r Iurrrrturr
farls sairl thc dctisir)n to set up sh(4) in li.l\inB
rr'.ts citst, hcc,rrtsc sr:r'crnl of its auslorncrs th.rl
nr.rkc lirrislrccl lirrniturc arc locatecl jusl ,rcross
l,rt!rr. I'\cn il-thi\ rrl.lrr ll(lllrcr wrrc n(,1 \,r\ illE
nroncy in labor costs. it would probably still bc
in Jril\lnt l,r l)( rtc.rr il. .trst,rnr, r h.r.,.

r\ nrairrr eorrccrn firr conpanics rvilh irrvcsl
nrcnts in Jiaring is porvt'r supplv. IU()st (onrlir-
nics havc pulchascd onc ()r more p{)\\'cr
gcncrilt()r\i tha l()anl go{ernficnt subsidizc:' gcn-
.rJk)r lurahJ\es l() rclicvc clcnrand on lhc nr.rin
.'lcetricitl griti. l'rrrlcr shortages are aeutr
throughout Zhcji.tng, r!hcrt suPplv cnnnol rnccl
high tlcrrr.rntl lionr intlustrv and horrscholds.
Il,rrrschol.l rlcrrr.rrrrl. ir p.rrti(rrl.rr. ir risirrg.rs
,ilcatria Jir con(liti()rrers and heltcrs bccoorc
staodlrr.l honrc appliitrtccs. l,ocal ollicials clainr
that l,owcr shortages will case by 2o(Xr, rvhcn

l,,,rt,,r I'l.trtls . rrrr..utly utrJrr i,trrtrtrcli,rn
shoultl crrnre onlinc.

Zhenjiang, Jiangsu
Zhenji.rng's cconortw is.rlso poiscd to bcncfjt

lionr tlr.rnrrlic inrprovcnrcnts in lhr, surrountl'
lltS lrJrr\l\rrl.llr.,n rnl'r.l\lru(llrr(. I'hr' crl'.lrr.i,'
rrl thc Shartghai-N.rrriing highwly' lront I lirur'-
lanc ro.rcl trr.rn cight'lant, ro.rd is sclrcdrrlc<l liu
L 
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is currcntly causing f'rcight-trdnsp()rt (ongcs
li,,r. lr.rlll( sh,rrrLl ll,,u lrccly orrcr,tlrc ph,jeit i.
tinishtLl. Antl a cross-\'anp;zi ltivcr blidgc lirrnr
Zhcnli.rrg to l'rrgzhou, liangsu, is under con
slru.lion .rn!l .ehcclulcd lbr coorplctio l)v l(X)i.
Ihc t,riLlgc * ill position Zhcniiang as n g,ntcN,rv

lo linnlisu rrorth ol thc river, a nruch porrrrr
rc6ioo thirt shotrld sec steadv ccononric trowlh
in lhc rcxrs l{) a{)Dlc-

I )rtt' , 'l /hcr ii.rn$ \ lr'.rJrng irrtirrrtrir,, i'
J(rl,' l,rrl\ ,rrrrl li,r g,'r,J re.rson.'l ht,.rl) r.
locxtcd hclwccn lw() nlirjor auto ntanulircturing
lrr,rbs, Sharrghai arrtl Nanjing, rvherc triLrt SpA,
thc Iirld Motor (ir., (icncral Motors (irrp., untl
\',,lli.s.rg,rn ,\r i ,rll h.rrc nlJi(,r l,ri(lu.li,'l
lacilitics.'lht Shanghai Nanjing corridor is

rvcll rrn thc lvnv t(l bc.oming r full-tlcdgcd
itLlt()nr()liYc nranulJeturing hub,.rs a slclclr'
inveslrrrcnl lrlsc ol rehirle anti pirts nlnkcrs is

great

homework

Continued on page 5l

Jiaxing and Zhejiang Foreign Trade and lnvestrnent,
January-June 2OO4

J iaxinq

Zhenjiang and Jiangsu Foreign Trade and lnvestment,
JanuaryJune 2OO4

% Chango % Cha[ga Ji.xing sr
Amount ov.r ZX)3 Amounl ov6r 20Gl % ol Zhoii.tlg

Totaltrade 338.4 billion +40 $3.5 billion +41 I
Expons 525.4 brllion +40 s2.l billion +45 8

lmpons 513.0 brllion +40 $1.4 billaoo +50 ll
Conlracted loreigo
direct invesrment lFDll $7.0 billion +42 $1.1 billion +43 16

Utilazed FDI $3.0 billion +38 $400 million +31 13

GDP $51.7 billion +16 $5.5 billion +18 I
Sourcos: Zheiiang Statstics Bureau, Jiaxing Sl6listics Eureau, Jiaxing Economic Dsvslopmsnl Zone

% Chrng! % Ch.rg. Zh.nii.ng 13
Amou ovsr2003 Anou ovor aD3 % ot Ji.og3o

Tot.ltrade $76.1 billion +61 $1.5 billion +30 2

E)(ports S37.6 billioo +53 $700 million +24 2

lmports $38.5 billion +68 5800 million +35 2

Contracted Fol $20.7 billion +49 S1.0 billion +28 5

LJtilized FDI $10.9 billion +47 S600 million +76 6

GoP 581.6 billion +15 S4.6 billion +14 6

Sourcas:Jiangsu Statistics Buredu. Zh€niiang Slatisrics Eursau, Zhenjiang Economrc Dsvolopmenl
Zon6

Jiaflgsu Zhenjiang
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:,.ttliDg into tlre rcgion. With (lhirir's iruto
industry just bcgi11ninS to nrnlurc, the sc.ctor

hns thc potential to hoost [rcal econonrics firr
veals l() cofte.

Zhcnjiang's firreigrr invcstors in thc xuk)nro-
tive industr,v, as well as in othcr arcas, largelv
t.tr6.'t thc dontLrtii nt.rrkLt. llrr:trgh this
npprolch has obviorrs adv.rntagcs, as (ihina's

donrcstic industrill sc.tors.trc grolving in leaps

and bounds, it irlso hirs disaclvantages. For
insldnce, (lhinil's rcacnt ca()nomii (o()ling mea-
surcs have affectr'd prrxluction cvclcs in unpre
clictlblc ways. For cxnmplc, aul() l)nrls
nranulacturers in Zhenjiang irrc not rcaching
thcir 2004 sales targcls htclusr ol cool-ciowrt
nl.asurcs that havc nratlc it nrorc clillicult for
( lhincse consunlcrs to ()l)txin (.rr Irlns. Opraque

nrlcroecononric poliacs ilnd rrnccrtain approval

Zheiiang



Sales a rrd lnvestment Ju[y ro-sEprEirBEn 15,200r Conpiled by Dotis 6Bge and John Kemmet

The following tables contain recent press reports of business contracts and negotiations exclusive of those listed in previous issues. For the most
part, the acc!racy of these repo.ts is not independently contirmed by the C88. Contracls d€nominated in foreign curronciss aro convened into IJS

dollars at the most recent monthly rate quoted in the lnternational Monetary Fund s lnternational Financial Statistics.
Firms whose sales and other business arrangements with China do not normally app€ar in press reports may have thsm published in the C88by

sending the information to the attention of the editor.

Abbreviations usod throughout text: ABC: Agricullural Bank ol Chinr; ADB: Asian D6velopmoflt Banl; ASEAN: Association of Southe8sl Asran Natiofls; AVIC I and ll:

Chins Avistion lndustry Corp. I and ll; 80C: Bsnk ol Chins; CAACi G6neral Administrelion of Civil Aviation o, China; CAW: cable lelovision; CBFC China Banking
Regulatory Commisioni CCB: Chans Constr!ction Bank; CCTV:Chins CsntralTolevision; C0B: China 0ovelopmonl Bank; CDMAr cods division muhipl€ accBssi CEIEC:

Chins National Electronics lmport and Erpon Corp.; China Mobil6r China Mobile Communicslions Corp.i China Nelcom: China Netcom Cotp. Ltd., China Railcom: Chino

Railwsy Communicstions Co., ttd.; China T6lecom: China Tolscommunications Group Corp.; Chins Unicom: China united Tslscommonicalions Corp.; CIRC: China

lnsursncs Begulatory Commission; CITIC: China lnt€rnationsl Trusl and InvestmEnt Corp.t CITS: China lnt€ rnstaoflsl Travel Servics; CN00C: Chins Nstional ottshore 0il
Corp.; CNPC: China National Petroleum & Gas Corp.i C0tC0: China National Ceroals, oils, and Foodstutfs lmport and Erporl Corp.; COSC0: China 0cean Shtpptng Co.;

CSRC:China Socuritios Fegulatory Commission; DSL 0jgil6l Subsc b€r Lins; ETDZ: economac and tochnolo0ical devolopmonl ronBi GSMr Global Syslem tor Mobile

Communication; ICBC: lndustraatsfld Commorcial Brnk of China; ll information tschnology; LNG:liquilied nalu,algas; Mll: Minislry ol lnlomstion lndustry; [r0FC0Mi
Ministry ol Commerco; M0U: memorandum ol !ndorstanding; NA: not availabl6; NDRC: National osvelopmenl and Reform Commrssion; N0BlNCoi China North
lndusrros Corp.; PAS| personal accsss syslom; PBoC: Psople's Eant of China; P6trochina: Polrochins Co., Ltd.; RM8: renminbij SAFFT:Stato Adminrstration of 8adio,
Film. and T6lovision; SEZ: sgec ial oconomic rons; SIN 0 PEC: Chins N otional Petroc hemica I Co rp.; SIN 0TRAN S i China N ational Foteign Trsde Tra nsponalon Corp.; UND P:

t nilod Nslio0s 0evelopment Pro0ram; SME: small 6nd modrum-sized ente rprise; WF0Er wholly lororgn.ownod onterprise

Trimble avigation Ltd. {US)
llon supflv .ontr.r(t lir posili(rning laahnologir:r xnd \rlilwirc t(r

(.hina ll.ri[r.rv l]ritlge t]urtau (;n)q) (i). l.kl. in (onsltu.lion ol lhc

I lxnglhou lhv'lirnso.cirni. llridgc. 08/l) 1.

CHINA-S IMPORTS

Visteon Corp. {US)/Halla Climale Control Dalian Co., Ltd.
(Liaoning)

l onnrJ ir)int !rnlurr to f nxluce.rutr,.rrr Loniliti0nint iornprrssr'rs

rnil srrlrtorrlr,rrrnt' in Ilrlirn. S,\{) rrrrllirnr. 0(//0 1.

ArvinMeritor, lnc. (US)/Shanghai SllC Transportation Electronic
Co., Ltd.

lirrrrrcil ioint r'cnturt. Shrnghxi ,\rvinll.rril(,r lLrlorrroli\r ['Jrl\ ( tr.,

l.ltl-, to nr.rnuliiturc p.rssrngcr r.hr.l( surrnrrlr lirr Sh.rnghIi

\hlk\lrllcrr r\urrnnorivc (.r).l.lcl. ([]5:i{)",, l'lt(.:n)ri,).(ltt/l)1.

Mitsubishi Motors Corp. (Japan)/Hunan changleng Motor co,
\\'ill li,rrl ioinl rLnlLrr( t(r froilutr IIitsLrbi'hi l)r,rr(l l'ir(n,.1,)rlr'-
rrrilrt' rrlri,'1,',t I"rr.:'1ril.llur.rr t,rr't

Fobert Bosch GmbH (Germany)/wuxiweilu Group Co., [td.
Uiangsul

ll,rnrLd ioinl y(nturc k) d.r(h)l) Ir(tr,:h\ rUtorrx)lr\ t tlrcscl sr''tcnr

((;rrrn.rnrf ;'1,, l'l((.:.1.1""). Sl0l) ruillirnr. 0lii(il.

NTN Corp. (Japan)/Changzhou Guangyang Bearing Co. Ltd.

(Jiangsu)

lirnrl((l i{)iIt v(nlLrc.(.hlngzhouN'lN (;u.rrl,)-Jnt (irr11.,lo (lcvcl(rp,

Ir.rrrulietrrrr:, irntl nr.rrkct ilulrnr!rtiv( h(irirrrs. ( J.rf xD:5 l 
r\,

l,lt(l: lerr,) S.l8 nrillior. 07/0{.

Tats MotoE. Co. (hdia)
Sign.d [lou wilh Brilliance Chind Auk)motitc lloldings (Shinghai)

ro condu.t lcasability study tbr launching its cars in (:hina.0li/0{.

The Boeing Co. (USl

Sold n\(n 7.1; ;lXl i(lliri.rs loAir(.hinl.i160nrillion (19/(Il

lbsria Airlines (Spain)
\\tnr (ontrir(t f(rm China Soulhcrn Airlinas t() rcfilir cngints lnd

farls.0tt/{}.1.

CHINA'S IMPORTS

BASt Coating, a unit ol BASF AG (Gemany)

\\'ill sLrppl\, print co.rts li)r produ.lioD rl lr\\\ .\i)lk\hr8(n

lLrti)n)otiy( (.o. Lldl\ nc\r.ir fliirl in ( hrn{.hun, lilin. {)8/0.1.

0aewoo lnternationEl Corp. (South Kores)
Signc(l (r)nlr.r(t lo suppll- ma.hincrr tr) Ningho IUI (;n,ul (i)l\ xutt)

f lxll in Zhcir.tllS. S I 6-1..1 rrrillion. 0ll/0,1.

INVESTMENTS IN CHINA

Ailshie Co. (US)r(ian 0inghua Mechano-Electrical Group Co.

(Shaanxi)
lornrJ loint vcnturt, {ilshic Qinqhua (\i'.rn).'\ul(nnoli\'(( (i.l ld.,

l('lr,)(luicrrrhrg\li,r(ir\.(L\:fi)'\, l'li(:l(l'\,) Sl;rDillr{in.{)9/(ll

Hyundai Mobis Co., a unit ol Hyundai Motor Co. (South

KoreayBeiiing Automotive lnvestment Co.

li,rnk\l l.irl r (nlu r(. Ilcijing ll\ urr(hi \lohi\ l'rrl\ ( i,.,liir \rl! ol

,rutop.rrtslirrlllLrnillicrrs.(Sr)uthKr)rc.rii0't, lrl{(-:50"").0(r/(ll.

Hyundai Motor Co. (South KoreayJiang Huai Automotive Group
(Anhui)

\is r(l l)r.linrn.rrr .l(rrcnrcnl lr, \(l Lrl J llrrrt l,r ,\nhLrr ll) l)r)(iu.c
truik', hrr'ts,.rrrti r'.rn crrgin.s. (S(,ulh K0r(r 5(rr',, I'll(::(l'1,).
\;il) rllllllinr. (l()/(ll

Toyota Molor Corp. Uapan)/Guangzhou Automobile Group Corp.

Irornrrrl ioint Icnturr, (l Lr.lngTh( )u 
-lilroh 

Ikrlor ( ()rp., t() nr.rnu,.talure
( inrrr \.d.ms. ( Jirfin:i0r'o.PR(l:5()rr,).5161 rr)illi(nr.0()/(Il.

CHINA'S IMPORTS

ESS

Archlt.ctuTa, Conatructlon & Englnrcrlng

Automotiva

AYl.tlon/Aorotprco
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A-Sonic Aerospace Ltd., Airocean Group (Singapore), China
Xpress (Hong Kong)/Guangdong China Travel Services

\irn.(l .rrr..rrrnt t0l(,rrr l,utlsr't .rirlirc in (lLronsrh,rrr.

(5irrs.rlll,rc:,l.l0o I lK:5"0 l)l{(l::l'\,). 5 I 1.8 rrrillion. l)9/ill.

Northwsst Airlinos (US)

0prDd ncw routL'lftrnr l)etroi( k) (;uilngzhou vix lirkvo in Octobcr

07/0{.

United Airlines, lnc. (US)

Of.nr(l n.\r nonsl,)l) fuLrlc lionr (lhi..rgr lrr Shirngh.ri lrr ()ctoher

r);/01

OTHEN
l{ippon Yusen (aisha (Japan}

\\bn I I'vcar .ontraa t lionr Sha ngha i Baosteel G rou p Corp. to

transporl Brazilian iron ore. 08/04.

Zero Co., Ltd., Sumitomo Corp., Mitsui 0SK Lires, Ltd.
(Japan)/ClTlC Logistics Co., Ltd. (Beiiing)

formcd joinl vcnturr, Zrro S(.Nl l.oEisli.s (lt!'ijing) (1o., Lld.,

t(' dislrihLrlc lirished xulorrobiles thrrrLrghout Chinn. ( lrpxn:65'ri,-
PRa:-l:'',, ). Sl.: million. ()li/01.

Magellan Aerospace Corp. (Canada)/China ttlational Aero-
Technology lmport & Expo( Corp.

.\!tu(il lt, intr!r.rt. ( hinr\r rcro+r.k. \ufllicr\ into Ilirlrll.lr'\
gl0brl sLrpf l\'.hrin. (17l{) l.

INVESTMENTS IN CHINA

CHINA'S IMPORTS

Baring Priv6te Equity Partnsrs Asia {Hong l(ong)
Inycst('d Sl5 million in Noirh li'chnololl Holdings l-tJ. (ShL'nzhen)

to 0rnk( (lc.lnnric ed0airli(nlirl produals- ()7/04.

INVE SIMENTS IN CHINA

China Finance, lnc.,lormerly Kubla Khan, lnc, (USl

,\.qLrir((l \r.rlur (ilobir IntrrnJli(nl.rl l.ld. (llritish Yirgin Islands).rnrl

ils ruh5idr.lrv Shrn/hrfl \hiii Ruiah(rrs (,u.trintr ,rn(l lnr(\tnr.nr ( r).,

Lrd. os/{r t.

Hongkong and Shanghai Banking Corp. Ltd., a subsidiary ol
HSBC Holdings plc {UK)

llouShl .r I9.L)' ,, \l.rlc in ll.urk ol'(.(xInnrni..ltion\ 51.;i billion. (l8llI

Hongkon0 and Shanghai Bsnking Corp. Ltd..8 subsidiary of
HSBC Holdings plc (UK)/Bank ol Commurications (Shanghsi)

h)rDr.(l ll\ll(-.nrrrrrq((l ioint !.ntLrrr lo is\ur.o hr.rndtricrctlit .rnd

J(l)il (.rrJs in (,hi,)J.lll',rg Lonq:{9r1,-l'Rtl:i li',,1 l)s/0{

UBS AG (Switzerlandl

Signed agrcement to bu,v nonperl'trrming loans from Beijing-bascd

China lluarongAsset l,lanagemenl Orrp.5I8-5 nrillion.08/04.

Asia Payment Systems, lnc. (US)/Shanghai CRC lelecom Co. Ltd

5igntrl Ilt)L to d cl,1, t.hinrsr.r.(lil l)urfilu.rnd lrvnrrnl
f n).('\srnt srslenr\. l)ll/l) l.

Elue Point Cspital Psrtners (uS)
()pcntLlrrlllcein 5h.rngh.ri toidcnlil\ ri\lrxndofl1(]rtuniticr lor ils

Prlr.rl( ((lrrilt f,rr I li,ll,, (',rllfJnl(\. rrlt/1,1.

IAir Liquide SA {Franco)
Siqnc(l conlrdat to sullly nitrogcn, hydrogcn,lrgon, hclium, and

carhon rlioridcgascs tu l.(; ll!'crn)nics lidniin Afplilrrics Co.l-trl.lirr
rhc 1'r,'.lLr. tr,'rr ni hortrc.rlflirn((\ Ll/lr.l

INVES I MI NTS IN CHINA

BASF AG {Gormany}
Will lorm new subsidiary, BASF Pol),urelhanes Spc.iahies (China)

Co. Ltd.,ltr build polyurethane production and research cenre. in

Pudong, Shanghai. 08/04.

CHINA'S IMPORIS

INVESTMENTS IN CHINA

Hynix Somiconductor Co. (South l(oroa)ATMacroelectronics NV
(Switzerland)

Agreccl toprrrducel{.inchlnd ll inch nrcmorychipsinWuxi,
jirngsu. (Soulh Xoruir:6;' .SNitzerl.rnd:l.l'jo). S75() nrillion. 08/01.

IDG Technology Vonture lnvestment, Oualcomm lnc. (US)/T0M

0nline, lnc. (Beiiing)
Iirrnrr:il soltwirrc dcvtlopnlent joint !(nlura, Si.huin (ircilt \\hll
\oti\\Jrc (;roul. in (.hcnsdu. S-l.r nrillirnr.0u/04.

Xeycorp Ltd. (Australia)
\ilir(,1 rlrrdlflrlr,,lrl('!)',(quir!rl.lI(\'j,'lnl tdrrrr(r'unrl\,rr)',
l)OSTa.h (.o., l.td. (Sh.n/hr:n ), to drvclop irnd nrlnLrl:relLrrc clectronii
lLrnds rr.l0\lir rl loinr ol \.lla larmin.rl\ rr)d \oltwJr.. 0ti/0.1.

Paylon Technology Corp., Tu Shenzhen l-LC. Sun Shsnzhen
(US)/Shenzhen Kaila Technology Co., Ltd.

\\'ill tirrnr j,,int vcnturc, Shcnzhcn Plrtrrr 'liihnoiosv (i)rf., to laun.h
l icn)i(ondu.tor pr(klring lnd t('sl froir.l- (US:6{)r\, PR(l:l0oo).

Sl80 nillion.08/0{.

Skyworth Group (Hong (ong)
Signcil rgrccnrcnt with licijing lndustrr.rl l)rvclopmcn( llurL'nu to

inr.sl roi I\' lrodu.li0n hr\(in Blriiing.Sll.l rrrillion.{)tl/0.1.

Zensar Technologies Ltd. (lndia)/Brosdongate Systoms lnc.
(Shenzhen)

lixmtrl roft$rn outsourcins i(rint vcnlur(. Zcnsar '1.:.h 
nolog i.s

(Shen/hc0) l.ld., to usr lcns.rr\ busincss nrinr{enrcrl nrodal,qudllv
svslenrs,irdtl(ihxlsilc\Dctrvork.(ln(lir:5lr'o'PRC:19r\,).SImilliur.
0lt/0,t.

Brnkang & Fln.nca

Dl.tdbullon, Logl.llc3 & Rchtod Scrvlcer

Educ!taon

Elactronlc!, Hrrdwlrc & Softwrrc

Chemlc.lr, Pet?och.trlcala
& B.lrt.d Equlpmrnt
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Carlsberg Breweries AS {Denmark), Danish lndustrialization
tund lor Developin0 Countries

.{(quitud )0'\, oi Lrnzhou Hurnghc Ilrrwcrv fom l.nn/hou Huxnghc

Iintarfri\a (;roup, whi.h includes thrcc hrtwrrics in (;xnsu nnd on(

r,, hi huill irr(Jrn8hri. tltl I rrilli,,I lr7lr).1

Lion Nathan Ltd. {Australaa)
will srll its (:hincse he.r husiness lo (lhioa l{esour.es lkewcrics Ltd.,

a ioint veolure betwccn sAllN{illcr }rl. (UK) rnd (:hinr Rcsourccs

lni('rpri\c l.ttl. (HonS Krnrs). Sl5{ nrillir)n.09/01.

Pan Weld Trading PTE Ltd. (Singaporo)

Purchased 45% share in xi'an Chinastar M&(. Co.,l.td.lo forN joint

venlure to research and produce mc(hanicaland auhmolive scnsors.

(Singapore:45%'PR(l:65q0). $-1 million. 07i04.

Hong Xong Science and Technology Parks Corp., Hortg Kong

Productivity Council/Ce[ter Ior lnnovation and TechIology,

Guangzhou Tianhe Soltwsre Park. Guangdong Sottware

lndustry Association
Signrd raoperatiYc rgrccnrent ar!rlinq lhe (;urngzhou-Hong Lrrng

lltcrnrtionrl Sofiwarc I)xrk tr) drvelol) thr solir,r'lrt intlustrv in thc

Pcrrl Ilivrr I)elti. otl/(1.1.

c,THER

ING Capitsl Life lnsuraoce Co., a ioint ventule between ING

G.oep NV lthe I{etherlands} and Capit8l Group {Beiiing)
Rcccivcd(.ll{(-ap|roYrlrDopen DrB llriiilllhrirn.h.l)9/(ll.

OTHER

INVESTMENTS IN CHINA

Hitachi Ltd. (Soulh Korsa)fllonglEng Eloclric Cory. (Sichuan)

Formed joint venlurc, I)onglirng Ilitlchi (Chengdu) Iilectric Conlrol

Equipments Co., to produce and scll high prcssure inverter drivcs

used for curbing powtr consumption at factorics. (souih Korca:4gqt,-

PR(}5 I 96). $6..1 nrillion. 09i01.

Amazon.com, lnc.
Acquired ioyo.com, Ltd. to erpand and develop onlinc retailmarket

$75 million.08/04.

INVESTMENTS IN CHINA

Hong Kong Woo l(wan lee & l-o/Grandall Legal Group (Beiiing]

Signcd dgrrcrncnt lo li)rrr lrgilrsso.illi(,n in llcijing thrt willtovcr
slocks, rnvcstnrrnt, rcrl cstrlc, anJ inlcllc.turl prt)Pr'rtv righls

l(rlr(lirnr.l)8/(J1.

OTHER

INVESTMENTS IN CHINA

Hyffux, Ltd. (Singaporo)

Securcd a.ontra.t joinlly' with its unit llyllux fihcch (Shanghai) (ir.,

l.td. and l,iaoning Zhcngye Enterfrisr (;roup for n dcsalination

pmje.l in l.iaoninS. (Sinsaporc:5lrX) PRC:49%). S50 million.09/04.

Metso Minomls, a unit ol Metso Corp. (tinland)

Reccivcrl order for cornmercial wastc inaineratfun plint lronl S(.lP

swirc SITA waste Scrvices Co. l,ld. in Shanghai.0S/04.

SembCorp Environmertal Mara0ement Pte ltd. (Singapore)

Bou8hl 25% stake in Shanghai |nvironrnent lnvt'slnlcil Io ovcrscc

cilv rvlstc nranallcnrcnl proje.ls. $27.8 million.09/01.

lnlocon (Beiiing) Environment Control Technology Co. Ltd., a

division ol Metronic Global thd. (Malaysial/China I{ational

Begistry ol Products and Services Code Co. Lrd., tree Glider

Communication Co. ltd.
\{rccd tr) ir pl.rrrurl,r n.rtion.rl prrrlLret.and srrti.tstrxling
\v\l.rrl l)S/01.

OTHER

CHINA'S IMPORTS

INVESIMENTS IN CHINA

Daikin lndustries, Ltd., Matsushita Elsctric lndustrial Co., Ltd,
(Japan)

lrornrr(l ioint Irn!urc, l).rikin trl,lor :u/h1,u (ir., in ,i.rntsU. kr

nuIrrlrteturc itnd nurkr'l r)rolors Lr aonrl)rcssors in honrc and

industrial :rir cond jtiolrrrs. $10.8 nrillirnr. 0u/04

vscuumschmelze, a unit ol the Mor0an Crucible Co.

(UX)/Beiiing Zhorg l(e San Huan lli-Tech Co., Ltd.

Will forD) ioinl venturL', Si\NVA(l (llcijinH) l\,lngnclics (i)., l.td.,l()

producr nla8nets usrd in aukrs, rlc(tri. ntotors, gartcrirlots, and

consunrcr prcdu.ls. ( Lll(:5(l(h-PR(-:50'hr). 08/01.

Voltas Ltd., a unit ol Tata Group (lndia)/Haier Group Go.

(Shandong)

Entercd into (ontraat nr.lnuliralLrrir)g rgrccnrenl lirr ilir aondilioncrs

itDd rcl'rigc rxl()rs. 08/04.

Itoham toods lnc., Mitsui& Co., Ltd. (Japanruiangsu Yurun Food

lnduslry Group Co. ot aniing, Mitsui& Co. (Chino) Ltd. (Beiiing)

lornl.d toinl vcnlur., lloham l-ooils Itciiing ( o., LtLl., to pnxlLri.' rnd

scll hirnr Ind sausirScs. (,rpan:65'L l'ltl.r-15'h). $l.ll rrilli(nr.09/(i4

Energy & Electrlc Pow.r

lniur!nco

lnternct/E-Commorco

Environmont.l Equapmrnt & Lchnology

Logal S.rvicel

Llght lndurtry & [Ul.nufacturlng

Food & Food Proc...lng
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Phoenix Satellite Television Holdings Lrd. {Hong Kong)/Beiiing
People! Eroadcasting Station

h ill 1l)rnr .r nrrxnr.rl t.(1i,, n(tN1)r[ (ll(inr Norrr: li'\,.1'l{( :il't,). (l)/l).1.

UPA Cory. Bhd. (i/lalaysia), Pekson Entcrpriss Corp. Pto Ltd.

(Singaporel/Manland Papor lndustry Co. Ltd.

fcrrnrctljoinl Itnturc, t\t'b. It(h (illour (-o. I td., in Be.ijing, to devchp

prinlinS hu\incss a.tivitics. ( lthlnlsi.r:-]9'h,-SinEnporc: l()'h-

PR(l:5li\,). S1. I millinn.09/0{.

SuI Media lnvestment Holdings (Hong Kong]/fenovo Group
(Beiiins)

l'ornr.d iornl \.nturc. Sun 16: Iftrltin)cdi.r llolJirrt\, to J.ycL4r

hro.rdbrntl nrultinrcdiir c(,r1ltnt rnd rffli':rlir)ns. ( llorg Kong:lt5'\,

tllt(l: l i(\,). :i l i rnillion. 08/(Il

INVESTMENIS IN CHINA

JFE SteelGorp., t{ippor StBelCorp., Sumitomo Molal lndustries,
Ltd. Uapan)

Sold 10,0m tons ofpipes to CNPC under its Ma(h supply agreenrent

ibr l.-I million tons by 2005.08/04.

LongwEll Associatss Australia
Won .ontraci hom Huainan Coal lvlininS Group in Anhui lo suppll

.oalia(e.onveyer equipment. $7 million. 07/01.

Ashspura Minechsm {lndiaysichuan Elsctric Power Corp.
Fornled joinl venture to est;rhlish ln alLrnin.r rcll erv in Indir.
( lndia:50o0-PR(::50%). S519 rrillio0. 0{t/0{.

Nippon Steel Corp. Uapsn), Arcelor (Luxembourg)/Shanghai

BaostoelCorp.
l-ormrd joinl venturc lo produac hirh-qrad. stccl shc.ls lilr
automobiles. ( lapan:lllq'o-l.uxembourgr l :q,-PR(.:50'\,). $783 nrillI(nr

09/01.

Angus & Ross plc (UKyAnhui Gold Administlation Bureau and
Tonling County I{iushan Mining Co. Ltd. {Anhui}

Signed lU()Ll to form gold expL)ratx)n ioinl vcnlurc in Iirrrgling
(i,unl,v. Anhui. ( UK:51 9i,-PRC:.I91,). 0tt/()1.

Stellar Pacific Ventures lnc., Tearlach Resources Ltd. (Cansda)

Will ti)rn j()int vc,oturc l{) devclop Stellirls l\'laying gokl nrinc prricct

in llcnan.08/04.

JFE Stsel Corp. {Japan)/Guangzhou lron & St6el Enterprisos
Holdings Ltd.

Willjointly conduct ieasibility study on .onstru(lion of inr.grrr.d
steelworks in Guangzhou'.s Nansha llevelq)nrent Zr)ne.08/01.

CHINA'S INVESTMENTS AA R OAD

OTHER

INVESTMENTS IN CHINA

Baldwin Pi8no, lnc., a momber o, Gibson Guitar Corp. {US)/Yue
Hua Piano & Musical lnstrumcnt. ZhongshEn City Govornmont
(Guangdong)

Formed joinr lenture, Raldwin Zhongshan Chinn, kr nranufucturc

pianos tor local and internation0l nrarkcls.08/0{-

INVESTMENTS IN CHINA

Mologen AG (Germany)/BiopharmaceuticEl R&D Center ol
Ji nan University, China Lile Science lnvestment Co. Ltd.
(Guangdong)

Sigrtd lgrccrncnt lirr hiornrJi..rl ir)rol !drturc iI { iualgtlorrg to

ilcv,:loI t,:ehnrrIrtv t0 trcill .lI(l l)r(vrnl inliL lrous Ji\(r\( s.08/(l,l

RC Group (Holdings) ltd. {Hong Kong}/Beiiing Panek l-td.

li)rnrcd ioinl v{nlur(lo(ltvclol iris rceotrrition l,ro(iu.l\.07/(II

Gellomics, lnc. (US)/NEtional Contor lor Dru0 Scrooning
(Shanghai)

Agreed to estahlish high-contcnl scrccninE llatlirrm for ncw rlrugs in
(lhina 09/{).1

t{exense,lnc. (US)

Signed agreement to license its vitalsigns nlonibring technology to

Bei;ing Econr Communicarions ltchnology Co., l.td.08/{X.

OTHER

Companhia Vale do Rio Doce (B.azil)

\\lnr ci$hl-r'cir (orrlrx(t lnnn llciiinE-br\.(l (.rl)itrl ln,n & Slt.(l
(lroLrplosuIfh I l..l nrillron tons tot.rl of innrorr.l)9/(11.

Andritu AG (Austria)

Itr:ccivctlorrlcr lrrrnr ShflrShiri Kru|| Stlinl(s\ to s!|fl)- r hr)l striI
.rnneirling.rrrrl pickling line Iirr new stccl nrill in Shrnghri. {)8/0,1.

CHINA'S IMPORTS

Shanghai Xonark Labels & Labelling Co. Ltd., I subsidiary ol
KomarkCorp Bhd {Malaysia}

\\l)n aonlrnct b supplv lahels tr) l'rorler e\ (,an]trl( (;uxnlllhou I t(l

Sl.6 nrillirn.09/01.

Chesapeake Corp. (US)/Friedrich Sanner GmbH & Co. KC
(Germany)

Announ.cd stratcllic allian.( lo produ.e phirrnlirr: lli.xl l)il.kJginE
in (lhinr.0lt/04.

CHINA'S IMPORTS

OTHER

Modacrl Equipmcnt & Dcvlcct

itircollareous

tlotab, Uincrals & Mlnlng

P.ckaging & Lrbsling
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Modi., Publithlng & Ent.rtrlnmrnt

Shanghai Anxing Scionlific lnstrumcnt End M8teri.ls lmport &
Exporl Co., Ltd.

\\'ill pnn'idc sale\, nlrrkrting, t(rvi.(,ind.Lrslon)cr !upB)rl ii)r
(..llonri.s, lrl:. pnltlu.tr in (lhiDr. 09/{11.



APM Terminals, a unit of A.P Moller-Maersk Group
(Denmark)/Xiamen Port Group (tuiian)

(.onrhklcd roint venturt r{raanranl to lornr {lrrf.\\.rtrr aonl.rin!r

lrn in.rl.\r.rmrn \onq\u( onl.rncr lirmin.rl (l\'nnr.rrk:,1)',

l,R( i0r,, ) r)q0.1.

kcent Tcchnologies
Willin.rease investmenl in iis l(;,\lobilit) Research and

Development Center in lianjing, liangsu. S70 million.09/04

INVESTMENIS IN CHINA

INVESTMENTS IN CHINA

Exonbury Ltd., a unit ol Lion Diversified Holdings Bhd.
(MslaysiaYClTlC

Ii)rnrcd joint venture, l)nliirn Ihrk(nr, lo opcr.ll. x rclril slor! in

l)ali!, t-ironing. (i\lirlaysix:9{)'1r,.I)ll(l: 10r,,,). 08/0.1.

Staples, lnc. (Us)/0A365.com (ShanghEi)

Ii)rnrcd joirl vcntur(', (1A 165 ((lh inr ) (.o. I ld.,lo inerr.tsc nt.rrkr'lirtg

.i[)rl)ilitics in (.hrnu. 0tl/0.1.

Xian Leng Holdings Bhd (Malaysia), lntelligence Engineering
lnc. (Hong Xong)/Kamihata tish lndustry (China) Ltd., a unit ol
Kamihata Fish lndustries Ltd. (Japan)

lon c(i ir)irrl \.nlurc to scll ornirrncnt.rlrirlrlon llsh rl (,Lr.rnl.,hoLr

( IlIlrIsiir:5i",,- I long Kong:.1(,",, l.rl)illr:5", ). 0;/(l,l

INVESTMENTS IN CHINA

Exxon Mobil Corp. (uS), Aramco 0verseas Co. BV (Saudi

Arabia)/Fuiian Perrochemical Co. Ltd., a ioinl venture betvveen

SIN0PEC and the Fuiian Governmenl
\\ ilL rngin(o ,rn!l (l!riitr tr iplc i.rp.riitr crf.rnsi,,r ,,l .r rrlinL rt in

Iuli.rn lt \l:",, \.ruJi..\r.rhr.r:lj',, l'li( :ro'r,l.SJ.:lrilli,nr.(rN/rr1.

Bed X Proporty Pty., Ltd. (Australialzhengzhou Gas Co., Ltd.

(Henan)

\\ ill lirrnr roint \.llurr lo nor. rnd Ji\rnbule li(lLr(licd l,clnrL:unr .rnJ

n.rurilSr\in(.hinI.(.\Lr\lrrli.r:51",,-PIi(:.19",').Sl(lnrlli(nr.(l;/0.1

Shell 0il Co. (the Netherlands)/slt{0PEL
I run.hcd loint vcnlurc, Sinopct rntl Shcll (liangsu) l'tlrol.Lrm (ir.,

LtrJ., to opcrltc.r nctrrorli r,l \crri(c \l.lti(nrr in Ji.lnE5u.

(lhc \rlh(rlrnds:.1{)i'u l'R(-:60r\,) lil87 rnillion. {)tl/(1.1.

Asian Americsn Coal, lnc. {lJS}/Chin8 Uniled Coalbed Methane
Corp. Ltd.

5ignctl rontr.r.t to crplor. .rncl rl.vt'1o1, co.rlbt'il nrrlhinc rr\cr\'(\
in Sh.rn\i. (l;/{ll.

Philippine National 0il Co./CN00C

Initiirlcd lhr.!' ycrr (\|lonrli(n) li)r nrincrirl\ irl lh( sr)Lrlh (lhiru sc.r

r)q0l

Husky 0il China l-td., a subsidiary ol Husky Energy Ltd.
(canada)/cN00c

Siln((ll(lrol.Lrnr(\llor'.rli(n\i(nrlr.i.lli)rrlc(l\irl.rl)1,\ll')/16(n
lh{ I'crrl ltir.r i\loulh ll.rsrn. {)l/(ll

OTHER

Glaxosmath(lino plc {UK)
Sold irs 88.{.o \txke in il\ llrsr ,oinl vcr)rurc. (;SK I)hrrnr.reeulierls

(Chongqing) l.ld., lo lD.al fnrlncr.(.hontqjnE-h,rscd Southucst

Phnr xc.uri.als (ir..l.kl. S ll.lt nrillon. {x)/0{.

OTHER

Hudong-Zhonghua Shipbuilding Group Co., Ltd. (Shanghai),

a unit ol China State Shipbuilding Corp.

It..Livcd ol1lcr fi onr Iknrg L(lnS.hr\cd ()r irnl ()r'rr\r.l\ (irnt.]in.r

Iinclin rl.rirol l,l5(l ll trr|rfs.Sl(llrrillirrrr.l)9/(tl

Hudong-Zhonghua Shipbuilding Group Go., Ltd. (ShanShai),

a unit ol China State Shipbuilding Corp.

Sitn. d conlrrcl wLlh .or\)rliunr 0l ilOS(.O, ( hirrr Il( r(h.rnl\ ( inrul)

Lttl.. Lh|cr lI,rn lnr,cstrrol\ Lkl. ((iu.rnEdon$), sh.n/hcn IIrrin(
(-o.,Austrrliirl.N(il'lv.llLl.,lndlirrrgl lr.rttsporlirti{)r)(ir('u|(LlS)

to bui thrl( l.N(, rcssi.ls to lirry LN(il)rt$.cn wtslcrn r\uslr;rli.r

Jn(l { ;u.rlrg(lorrS. $(){)0 rrlillion. (ltt/(11.

CHINA'S EXPORTS

Huawei Technologies Co. Lld. (Shenzhen)

\thn contract irom I krrinc'basrd lnt,.'rn.rti,rrt.rl 
'ltlcconrmunicrtion:'

(.o. to.on\lru(l 300Illl7 (ll)Iltl(I)0.cllulrr D.l\\l)rk in Lic\'.0ti/0j.

ZIE Corp. (Shenzhen)

Won contract liom Cooperativa, A rgent in:r s largcst tcleaom opcrabr
union, for GSltl mobile neti{ork equipment.0lt/04.

Alcatel Shanghai Bell. a ioint venture between Compagnie

Firanciare Alcatel SA {trance)and Mll
Srltrtcd br (.hin.r Unitorn to (l.l)ior rr.\t.rr.n(r.rlion n.llvrrk
l'l)[rtions in nel rr)p(rlit.l rr .l rcr\ in (iirnsu,ll.il()ngji.lng,llcn.ln,

I luhci, lirnsu, lilin, Ningria, xn.l 5hrnghxi. {)9/{Il.

uTstarcom lnc. (USl

Arvrrdcd conlracrs by Chinir 'lclc.onr (i)rf. k) [)roviclL' handscts. $41

rniilion (19/04.

CHINA'S EXPORTS

CHINA'S IMPORTS

Ferearch & Dovolopmont

Ratail/Wholoeal€

Novenrber Decenrl)()r 2OO4

Patroloum, lulturll Go3 & 8.1.t!d Equlpmcnt

Iolocommunicalion3Ph!rmrc€utac!lt

Port3 & Shlpplng

Huawei Technologies Co. Ltd. (Shenzhen)

l\i)n contra.r liom Pakistan hrs|d (.rllnratt 'li'lips li'lc.oln l.d. tr)

.onstruar lhe nalional Intcrntt pnrtocol b:rckbonr nct\\'ork. 07/(1.1.
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Marconi Corp. plc {UK)ZTE Corp. {Shenzhen)

AgrceJ to srrirp tlistributir)n ol Ilirr.oridiSilnl I.r(lurs irrrtl Z-ll
srl it(hinr (.lLrfnl(nl iD lhLir rr$L(1i\t mrrkrls. {)f/(ll.

Globecot (US)/CNCotton.com, a subsidiary ol China National

Cotton lnlormation Center

5igneil jornt vcnturc to pnxi<lc ncv;.rnJ prrcing rrrlr,rnr.rlir)n to

.ollon .ornIi[1i(s irr (]hir)r. 08/(1.1.

INVESTMENTS IN CHINA

Alcatel Shanghai Bell, a ioint ventu.e between Compagnie
Financi0re Alcatel SA (France)and Mll

.{rr'.rrrletleorrtr.rLt l\ j xnq5u Nrl,:orn l()(l(lll)\' n.\l.lor.r.llroI
nL l\\r,rl, li,r ilrl).rrl)lr \rh\.rih.l\ oii/lr I

LM E.icsson AB (Swsden)
Sitned .onlr.!.r $ ith (lhongqing 1\llrhilc (irrnmurri..rri(,rr (.r)., LlJ. to

supplt inlir.trurtun ctlu4rnenl nn(l tcl.corn servicc|'. Sl7 ntillirrn.
0ll/{)1.

FLAG Telecom Holdings, Ltd., a unit ol Beliance Group (lndia)
Si{n.d .onlr.r.l lo lro|ide birnds itlth to t.hina li,h.( rr). 0S/0{.

Motorola lnc. (US)

AwilrdL'rl aontrl.l l)v thc ChcngdLr ln(rrnutizlrtiorr olli(( lr) |rovidc
nlrbilc rrrli0 iliqitll comorunicnli ns. 0l{/{){.

LM E;icsson AB {Sweden)
\\hn contrx.t lrl'rD Briiinq (inrrnnrni(irtion (i)rp., Lr .ubsidhrv oi
(.hinr N{t.onr, to pnrvicic ir buildinl srrlutirrns lirr lhr n(rv )utiDnil
(ir nd Thritr..07/0.1.

LM Ericsson AB {Sweden)
\\irn .ontra.t lronr (lhinir llohilr to |royirlc lnternct frotocol
h.l.khonr r(nrl.r\ li,r n(ll\1)rk r)il).rr\i()r). (17l0+.

CHINA'S INVESTMENTS ABROAO

China Telecom (Bsiiingl
Opened luropcan represenrativc oliicc in l-ondon.09/04

Divorsinst Corp. (Canada)

forned strategic Illiance with (lPCNct Hong (ong l.td., a (ll1'1(

l'atilic company,to oflir the fullsuite oiwireless data securitv
prcducls ac()ss (;rIlcr China. ott/{).1.

INVESTMENTS IN CHINA

Eusiness Travel hternational (UKyShanghai Jiniiang
lnternational (Group) Ltd.

Ii,rm.(l i(,inl r.nlur., ii l I liniirns ( hiru, trr d(yrl,,l. ( h rn,r 
' hurint'.

trJ\cl nr.rrlct (L ii:51",,'ljl{(.:.lt)"0) S6.ll milli(m l)i{/(ll

Cendant Corp. (US)/China CYTS Tours Holding Co., ttd. (Beiiing)

l_ornl((l toinl yrnlrrrc, (.\' l S'( (n(l.rnt liircl S(ryi.. ( ,'.. I Id., li) oll.r
.'ltitr0nii tr.l\.l 'crr iitr irr (.hin.r (L'\: l(l(',, ljli( :ol)'r, ) (lS/{)J

Lrtilcr & Apparel

Toura.m & Hotllt

Critical Eye on Jiaxing and
Continued fron page 45

proccsses afli'ct thc rlonrestic econor)ry at illl le\,-
cls,lnd firrcign invcslors shoulcl bc prepared lirr
hurnPr irr thL r,r.rJ rnhcrt t.rrECliot (I'nr(\li.
rrrdrkcts, espcci.tlly in sccondarv krcattrns.

r\t this point, Zhcniiang's continucd develol-
ntcnt .lP|L'ars h) hJvc stroo!l supf(n t lionr thc
Iiangsrr prolincial gt,vernmenl. i\lnior i lr.rstruc-
turc projects in thc lrci itttest t() this:,uplbrt, and
lirrcign corrpanics spcak highly of scrvicc fronr
Ircil qovernnrenl ollici.rls. ln SePtcnrber the citv
hrrstcd .r largc invcslrncnt pronrrxiorr f-air, rvhich
rv.rs atte'nded bv high-lo'el provinciirl of6cials,
.horrirrg th.rt L'..r1 lc.rrier.lrc lirrrrxtl on r.rising
thc city\ profile rvithirr tlrr provincc.'lhis attiturlc
is gencrally a goocl sign lirr econonric growth, but
cornplnics shoukl bc arvarc that ovcrzcalous local
governnrcnt ollicials cln attrnct ccnlrJl g(ncrn-
nrcnt scrutinr' if g,rorvth bcconrcs kxr lirsl.

in sccond-ticr cilics. lirrcign nunulircturcrs thal
hIvL'.uiicrrlirlI crt.rl:lislt<,.1,4'cr.ttirrn' in
Iirrxing, ZhcnjiLrng,, and othcr such Lrcalcs bcneltt
tiom a combination ol lirvorltrlc'cosl factors ancl

inrnrcdiatc acccss kr domestic markcts, To ilchievc
such success. lirnls nrust deternrinc.r suitablc
location and prrlirrru due diliScncc on dcvclop-
mcnt zorrc's anrl thr'ir salt's rtprcscntatives. Ilut
pr,,lr.rhlv nr,,rt intp,rrl.rnt rn \c(i)n(l-trcr (iti(\,
invcsbrs must contirrually enllagc local ollicials
alld businesspeople rrnd seek oul rnd take atlvan-
tag,c of firvoral.llc nrarket olrporlunilics.

Maior Foreign lnvestors in Jiaxing and Zhoniiang
Jilxirg, Zhaiirng Zhaniiang, Jiangsu
Cargill lnc. IUS) ArvinMeritor lnc. (US)

Hsnkook l'irs Manulacturing Co. Ltd. Asia Pulp & Paper Co. Ltd. llndonesia)
(South Korea) Cargill lnc. IUS)
Hyosung Corp. (South Korea) Fi.t SpA lltaly)
Kobs Stesl Ltd. (Japan) Koch lndustriss lnc. {US)
Leggett & Plan lnc. (US) Mitsubishi Chemical Corp. (JEpan)

Marubeni-ltochu Steel Inc. lJapan) Total SA {Frsnce)
Tokai Rubbsr lndustries Ltd. Uspsn)

Sourcrs:Jiariog Eaonomic Devolopmont Zoos, Zheniiang Economic DovslopmontZono

Zhenjiang

November Deceriber 2OO4 51

Toyobo Co., Ltd. (Japan)/Shanshai2iiiang Enterprise Group, Co.

\\'rll \(l Lrl ti)rnl r.nturc, \hroShJi lidong (.hcnri.ll \l.rt. ri.rls ( o., tI
nrrnulJ.turl:.llr(l'.ll nrlon lllor.(l.r|.rn: jl",, fR( :.li)',,).01t/0{.

Favorable investrnent
conditions for the cautious

.lll t.hiol inrcrtrrcrrts rcquirc crtcrrsirc duc
rliligtnec, but inrr:stors nrust trc olrcei.rllv ear.'lirl



REVI EWS

Wild Grass: Three Stories
of Change in Modern China

by lsn Johnson. NEw York, NY Ponthoon Books,2flX.324 pp. $24 hardcover

hinn:' Iiternr,v ginnt, l-u Xun,

Irublishcd ll/i/ri (iras.r,:r series of
plosc pocnrs that dcscribed his

li'clings toward (ihina's strugglc !!iainst
inrperillisrrr arrtl rvarlorclisnr, in 1926. ln
jr)lr{, ii,nrr.r lrii// }/raar./.)rr,,rir/(orra
sponrJent l.trr l,,hrr.'n pul,lr'lrr',1 l1i/,t
(iros-s: Jlrrll S/rrrit's rtl Lhoryc in ltloicrn
(lirirra, a brxrk that lcvcals thc strtrggle oI
.ootenrporilry (lhinese pfi)|lc ngainst thc
grip of thc (ilrincse (i)nrmuni5t l)artv. In
ir succession ol lruc storits, lohnsr:n
dcscribcs thc tliliiculties lirccd bv larnrcrs
o\'!,rtnxcd l)v corrupt otlicials, homr'
owncrs unflirly compcns tcd li)r rL'settlc

nrent and dcnrolitiorrs, antl []alun (iong
pra.titioncrs pcrse.utcd li)r Ihcir beliefs.

Iohnson bclicvt's these iniusticcs.rrc sow-
ing rhc sccds ol political ch.rng,c that u'ill
be led by oldinary (lhincsc eilizrns.

Iohnson htxrks lcadcrs in thc lirst
slorv when hc rccounts hrxv a lanrycr was

iailcd tirr suing the PR(l go\crnntcnt for
ovcrtilxing f ilrmcrs. l'hc arrthor cxplores
thc larv,vcr's pcrsooll hisk)rr to discover
what nrrle him brave enough to confront
thc govcronrent on behirlf o[ tlre tcns of
thousands ol flrnrers covcrccl lrv thc lrru,-

suit. Conring lrorn a pcasant lirnrily hinr-
rcl[, thc lawvcr bclieled that il thc upper
levels ol govcrnment knor'rvhrl was hap-
pcning, firrnrcrs rvould [t vindicatccl.

'l'he seconcl story shows thc dlrk side

of urban rctlcvclopment in (.lrinn.

I hough (,hina s oliici.tl rercttlcnrcnt poli-
cics;rrc nrore humanr lhan lhosc ol
nr.rnv other clcvcloping countrics, thc,v

.rrc inrperfect and political intcrcsts olicn
inllucncc tha process. Iohnson strorrglv
sitlrs rr'ith resitlcnts lirrccd frrrnr thcir
It,,rrrc..rrrrl ricfLrrr'r thc tlestrtrrtiorr,'l
oUcr, historic arc.rs in llcijing. Ihe
nulh()r, howevcr, .ippcars unrcalislic
irl)out rescttlcnrcnl antl Ohin.r's clcvclrP-
nrcnt needs. For instance, though hc h.rs

untloubtrdlY cxpcri.'nced rush-hotrr

6rir.llock in Ohina's rlirjor citirs, hc
,.lcscribes a six-lanc lrighway in lteiiing as

onc ol lhe "eercgious wrongs" urtrln
planners have donc to the oltl citv.
l{crlcvr'lopnrent is olicn neccssarv :tnrl
cln bc done wcll. bul in (-hinl nrlnv rc;rl

cst.!lr d!'irls irr sha(ly, resid!-ols rrc ()li('11

Pt','rlv rrrrpt rrs.rktl, .tr)d inll0rl.llrl lll'_
toricll buildings.rrc frcquerrtly rrzcti.

Johnson savcrl lhc nr()st !lripfing storv
li)r lrst. lnli)rnrntilc.rs rvell ls suspcnse-

lirl, thc linal talc io\'('rtigirtcs thc bcalings
aocl dcaths oi clctlincd Falutr (iong l,rac-
t it i,,n(rs. lohns,rrr l( r(l\ to .) nr|1.tthi,,(
with lirllowcrs rrrrtl bclieves that l:alLrn
( iong i:r not n ault. Rcc()Llntin8 d nrnssivc,

pcncctil protcst ol-lr.rlun Gong practi-
lioncrs hc witnc'ssccl in Beiiing, Iohnson
st.ttcs thal, in his cxpcric'nce, it is thc Pli(l
govarrlmelrt, nol lhc I:nluD (i()n8, tl'rnt

kills pcoplc. llut he lirils to nrcnlion wcll-
known incitlcnts whcn Falun (iong prac

tili()ncrs have hnrnled thcnrsclvcs or oth-
r,rs as d li)rol o[ prr)tcsl.

Whilc reading thc book, I was unccr-
tairr.rl lirrrcs wh,r wrr\ lir)l(l('r, Ihr' irrlcr-
viclccs or Johnson hirnsclf. I cringcd at

hir talcs of sccrrt orrclings to obtnin r'cn

sitivc ilii)rmation ind.lassilicd c()urt
docurucnts in holrls, rcslaurnnts, and on
park lrcnches, wondcrirr6 if lolrnson
a(tuirlly rrrr/,trrl k) sec tlrc inside of n

Ohincsc prison.
lohnson's luci<1 descriptions of

(lhincsc landscape, architccture. and perr

plc rvill nrake those who hlvc been kr
( .hina rrostirlgir. 5u, h J(:L ril)ti()r)\ nrc
surP.rssctl only bv his cicc1, knowlcdgc of
( hirrc.t lri.torv, S,rrr.rrrorcrlt, caorr(rnli(\,
litcrrture, .lrt, drchitccttrrc, rt'ligion, lntl
tilx r,vslcnr-a tcslunrcnt to his carcful
obscrvalion and rcsearch over his scvcn

yc.trs rn',rrking as u iorrrrrirlist in (.ltin.r.

l Ii\ \l(,rrc\ ((,n!c) lh.lt nrJIrv PR(: (ili
zcns arc clissatisficci lr ith (lhinir's ctrrrcnt
statc ol rlllirs and f()ss!'ss Ihe abilit)'lo
org.rnizc t<r dcnrand change fronr thc
govcrrlll]cnt. lVi/r,l (irass, rvell lvrittcn anri
infbnrrativc about scnsitivc topics rirrcly
cliscusscrl in (lhinr anrl not tllly unclcr
\t(x)(l in the rest of thc $,orld. is rvcll
worllr rending.

-l)oriJ 
(;rr8.
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Doris G.aqe is a research assistant atthe
c8R.
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Making the F,,r'r:isr.l

Serve Cl-r inir

sa

'L \._

-3
Making the Foreign Serve China:
Managing Foreigners in the
People's Republic
by Anne-Marie Brady. Lanham, MD: Rowman and Linlefield Publishers. 1nc.,2003.320 pp.

t24.96 paperback, S65 hsrdcover.

Ailitl.:.:'#rir;,:,11fl 
r:Jl;

liryrrirlir is ir scholarly anrrlysis of thc'
(.hrnesc ( i)rIllrurlr\l l'.lrl\j\ I (.( :l') .ttll-
tudcs and policies towrrd the Wcstcrn
rvorld.'l'lrrough historicirl exanrplcs,
llradv succcssfullv exposcs the C(iP's
cnrelull)' orchestrated strxteS,v, which
bcgan in the l9.J0s irnd continucs lodny,
of targeting lirrcigners to support thc

lrart),'s,t!icnda.
llrad,v cxpcrtll'tracks lhc C(lP's Poli

cies towcrd foreigners, froln the l,ong
Mlrch of lhc I930s tcr thc cconomic
lroom of the 1990s. Shc reileratr's ho$'
thc (:CP h.r\ ({'rr\i\tcntlv proviJcJ tirr-
cigne'rs rvith an ilttractive, yct nilrr(^!,
winciow of inf<rrmation on China arrd

how it has activt'ly induce'd foreigners to
hclp the ( .t.l's i.rusr ,fir 7,,rrr. L)trc ,.rrr-

rcnt cxanrplt is Ohina's slick English-lan
guage channcl, tihina (lcltral 'Iclevision

v. rvhirh srrpplie' forciSrtcrr with I',,ritire
vi$!s of contenlporitrv (ihirra, much as

English langLrLrge party ncwspape'rs dicl

iD the ptrst. And whcthcr it was lidgar
Snow dor.trrnt'ntin8 rchcl ,.,'ntnrunrrl. in

thc I930s, tiiendlv journilists reporting
on Chinir's struggles in thc 1950s tnd

1960s, or Dlultinatiorral corporalionr
providing (ihina with xccess to k)dny's
le.hnology, thc PRC has aggressivcly

corrrlcd foreigners to pronrote antl
improve China's status in thc rvorld.

According to Ilrady, thc (iCP's carly
policies toward fureigners lirllowecl a

Soviel-style.cntritl plan rvith Chincse'

chrru.terr,'licr. Shc .rls,, .rpplie: Chin.r's

history of tcnsi(,ns with thc wcst, liom
thc Opium Wirr through thc (hld War, ttr
cxplain the seenringly ol)scssive, milit.lry-
likc strategy uscd in such policies. 'lhc

iruthor also rliscusses thc pnrty's.all to
"know the cncmy attd knorv oncself" kr
show ho*'orrlinary (lhincse rrerc lnught
to vit-rv evt'rvda-v personal rclattrns rvith

li)rcigners with suspicion.
Though Moting lI. tirt'ign Sertc

(.'hirrrr mainll fircuses on (lhina betirrc the

cconomic rclirrnrs oI thc l9tt0s,thc(](:P's
unLlt'rlying policies toward lirreigncrs
rcnrnin largely unchanged today. Tltis con-

sislenc), nrakcs the book relcvant for ftrr
cigners in (ihina n<xv-whether firr
btrsiness, diplrrnracy, or stud,v. Afl.r ill,
currcnt Pll(l I,overnment ollicials anrl
industry ['adcrs have ltcn trainetl in thc
policics Brarly describcs, and govcrnnrcnl
elfrlrts to crxrvince fbrciBners to shnrc

advanced technokrgy arc;ts strong as cv(r.
'Ihe book is written lirr acadcnrics,

nnd ccrtain chapters mity r'tot intercst

busincss rcaders, but thc text is dig,estible

lnd rvill engagc an,vonc with hasic knowl-
cclgc of modcrn (lhinesc history. lt is

runlirrtunate, though, that Ilrldy tircust's

cxclusively on Wcstern forL'iSners; i1
rvoultl havt- bccn intercsting kr reacl

lbout the PIt(l's differenl policies toward
othcr Irrci!,ncrr,rnd ovcrsc.ts ('hincrc.

Overall, Makirr3 tlt' I-irct,t S.rr.
(-/rixd is a sucrcsstul alaounl of iltl arca

oI PRO policy thal doesn't get nruch
ittcntion, but tlrat affects lirrcigncrs cvcry

day. Iirreigners and multinational coor-
plnics involvt'd in Chinl arc viervcrl hv

lhc PRC llovcrnmcnt !s stritegic oPPor-

tuniti!'s-a vicw that unclerlies thc Plt(l's
lrospitality lnd generositv toward lhen.
'lhcsc largcr slrirtr'gic goals are ncver spo-

kcn about in public and arc worth study-
ing lo better undcrstand (lhina's currcnt
grlitical and business cnvironnrent.

Adam Ross as a research associale at the US

China Business Council in Shanghai.
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Arbitration Lavv and Practice in China
by Jingzhou Tao. The Hague, the Netherlands: l(luwer Law lnrernarional, 2004. 331 pp. $130 hardcover.

l!nc .n.rrtt ln(rc,r\.l rr rrlcrnitr(rr.lr
I tr".l" 

",,.i 
rnvcstnr.ot l)rrw..rr

! a ,,,n., .rr(r r.r(rga (.,ar)laL':\ (,\,. r
the prst dt'cndc has led to the nccd lirr
lunctionine rn(l intcrnationllll lcccptccl
legirl nrech.tnisnrs in Chinr. llccausc arbi-
trnti()n is il prcfcrrcd resolrrtion nrecha,

i\rrt l,,r lll.rl!' inlcnr.rt i,,rr.rl rli'prrtt,.. it
is trrtsurprisirrg th.rt Chil:r srvifilr. dcvcl-
opcd.ln.lrbilrnli()r) syslcnr ol its owl.

linSzhou 'l.lo, J well known intcrnl-
tional [rusincss llrvyer lnd ltijunct prrr
tcssrrr at the llrijing Lrnilcrsin Larr
School,.rdcl,tlv dr';rws on his c\pertisc t()
claril,v cxactlv what arbitrrrtion rvitlr
(lhintse charactcristics is rntl horv it h.rr
tlcvcLrfcd ovcr lhc ve,rrs.

lio begins thc book wilh I contisc
historicitl ovcrvicw of donrcstic and
intcrnational lrhitration in (.hin.r bclirc
thc .rtloption ol thc 1994 r\rbirrnrion
I-ars. I lt' Ihtrr rlelvrs into tlrr' dcvclt4r
r1'rcrt ()l-arbitrnlioll law sincc then, lircus-

ing on thc applie.rlion, interprelation,
aod iDrpleIlrenlation oi the .rpplicable
laws. L.lsing cornplrittive.ilsc sludies ilnd
Iirst-h.rnd experi.nc.', Tao cxl,lains thc
practicc ofnrhilrirtion in (:hinn .lnd pr()-
r rJcs l,rrr'igrr Prr(liti('nrri rvith guide-
Iincs lirr Lrsing this systenl. li)reign
l,u.ittcrrpcoPle in t hin.r r' ill vultre hir
cnrphasis on the iffercnccs btlrveen
(lhilrsc Lrnd tirre'ign arl, itr.rt irrn svstcnts.

'lhough nrost ol thc book is tledicrrtcd
to .r strli8httirrrvard analvsis of arbitra
tion iurisriiction, procedurc. and enforce-
nrcnl ol nrbitr.il lwards. in the linal
chlPtcrs'liro irlso pr)vidcs.rn ()utlinc ol'
thc orost reccnt legal changcs rnd an
extrrmely usctill .rnnr'x of thc ntost rr,lc,
vnr)l lnlvs and rcgulirtions.

Arl'itntiotr lt* 'tl,l I'rrruit-t iu ( ltitnt
is an extrenrclv rvcll organizcd rnd prac-
tical guidc to (ihina's ilrbitrntion systr'rn,
and is clc.rrlv aintcd at enlitics sceking to
lartrrcr rrr drr I'ttsrntss wilh ( ltinesc crtti-

tir:s in (lhina. (icrcrll pr.lclitiolcr:, oI
inl(rnllionill rrhilriition, stlr(lcDts ol'
.lltcnr.rtir( Ji{lut( rt..r'luli,,n..rntl .rr.t
denries intcrcstc'cl in the clclclol,nrent ol-
(-'hirrr's lcgal sl'stcnr should.rlso rcati this
lrook lirr an enlightening rxplanation ol
(lhina's,rrbitr.rtirrn svstent.

/ir'bt'r'crr (-rrl/r'r

Rebecca Culley is currently a JD candidate at
the Beniamin N. Cardozo School of Law in
New York.

Rhapsody in Red: Hovv Western
Classical Music Became Chinese
Sheila Mslvir and Jirdong Cai. New York, Nt Algora Publishing, 2004. 362 pp.lB3.m hardcovBr

llll n. : lll:.lr;i:l't r;f:ii,.
I U I.,l.f'.r riih, srrl'tL r(\rurc.rn(l
tangilr['voicc to a countrr,'s culturc.'l his
bL:rrding of inllucnces i\ th('subje.l thit
wilc ard-husbancl tcant Shcil.r Nlclvin
rrnd lirrciong Oiri tircklc in tlrcir lrook
lllnrysody' in Rr'r/: //orl lVr,-itr.rl C/rr-rsir'rr/
Ifusri licr-rrrrrr' (./tirtr'sr,, s'hiclt cxamincs
llte hr'lurr r!l Ui\t(rn rl.r.,i.:rl rrru'ii irr
(lhina. nr this collaboraliv. clli)rt,
N'lclvin, Iirrnrcrlr tlre Sh.rnqh.ri rcpresen-
tati\-c ol thc LIS'(-hina l'lusincss (-ouncil
(publisher ol tlrc (l/lR),l)rings Dla ).
ycars ol cxpcricncc in Ohinl; (i,ti brirrgs
his cxpcrience vlith \\tstcrrr cllssical
nrusic io (ihin.r sincc thr (-ullurnl
llcxrlution (1966-76), n tinte rrhen the
l'li(i altcrurrtcly hcrirlded antl pcrs.culcd
clirssieal rnusic.

\lclr in .rrrrl ( ..ri ti,llrrr \\e:tL rrr .l.r..i
alll nlusic's dcv.l(4)nlent. npprccialion,
Jrd usc io (lhina lr-ont lh. l.rtc Qing
dyn,rrlv (l6.l"l-l9l l) to todav. I'he
itrrthors sho\! th.rt rlirr-rse lirrcign ini)Lr-
crt.,'r lt.tr( plalcJ .r p.rrt iIl ( ltin.t, InU\r-

cal dctcl,rpmt'rrt. Follou ing thc lesuil
missionlries, the It.rlilns, Frcnch, :rnd
Rrrssi.rrrs in lurt] inllUcn(((l tltc stru(-
turc, st.rndards, notntion, nlclodies, nnd
,lctcl,,ltn.'nt ol el.rssrial rrrurie in Chin.r.

'Ihc book opens rvith thc dcvclop,
mcnt ol the Shirnghai Nationll
Orchcstrr in th( c.lrlv l9(X)$. ll then
Iooks back at th. Qing dvnnr,tl to exilnr-
inc thc role of Jt'suit missionirries, such
as Mnttco Ricci, in bringing wcstern
instruntcnts ancl musical knorvlcdgt, to
th('K.inBxi and QiIrrlorrg lrrrprrial courts
( l66l lTll arrd I 736-99, respcctivelv).
'lht'trook highlights the, ciirccrs and
irrllucnic oi It.tli.rr Piurrist l\l.tri,r Pu,i,
lvho w.r\ instrunt(' t.rl in thr'cstabiish-
nrt'rrt ol the Shanghai Orchcslrr in 1919,

and'lrlr Shuzhr'n. the lirst (lhirrcse to
pla,v with thr. thcn lirreign,orrlv orchcstra
in lhc hlc l9:{)s. R/rapsoii,r' i, .lt,ri rhcn
tracr:s thc t'atc of classicirl nrLrsic during
Miro Zeclong's risc to power and undcr
tr'rrr r:r trrr isnt. lhc.tuth,rr. r((, 'unt lh(
strulgles ol classical musici.rns rltrring
rhe l.r)n8 lurrch (l9.l.l -15) .rnd rhc

Hundrcd l'lowers l\,loyenrent ( 1957),
betbre eranrining Ohina's "darkcst hour
of classical nrusic"-the Culturll
Revolution, The bouk concluclc's with an
analysis of the rclationship bctrvccn
music anci political pewer that lraces lhc
effects uf "classical rnusic diplonracyi'
ancl kruches upon classical nrusic in
modcrn (lhina.

\{cll'organizcri and easy to rcad,
Rltapsods' itt Rc'r/ is a nrust-rcatl tirr
scholars and practitioners inlcrcsted in
Chincse crrlture, history, and arts.

- Shutnott Oonro,l

Shannon Conrad is ao inlormatio0 speciaiist
focusing on China and llbet in the East Asian
Besearch Division ol the Voice ol America.

Ill

dill7
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Caterpillar is committed to being the leader in the Chiness markel.

Today we operate l0 main facilities and are in the process ol

implementinq an investment strotegy to signilicantly increase our

business in China. We distribute our products through live

independent dealers, who ofler customers throughout China the

best-in-class ssrvice and support that has distinguished our

distribution network worldwide.

Caterpillar is a technology leader and the world's leading

manufacturer of construction and mining equipment, clean

I
I
I

2004 Caterpillar
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Ja Gffisper Center, Beiiing

Kenneth Langer
and Robert Watson

(onnsth Langor,

Ph0, is prssident of Environmental Market Solutions, lnc.
(EirSl), a Washinglon, DC, consulting firm with ofiices in Boiiing and Shanghai.

Bob.n Wltton
is a s€nior scientist with th€ Natural Resources 0efense Council, tounder of
the US Green Buildino Council's Lead€rship in Energy and Environmental Desion

{LEED} green building rating system, and chair oI tho LEED Stsering Commift€e,
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'llger (Tai Ge) Service Apartments, Shenzhen Le Sang Estate Shopping i,4all, Harbin, Heilongiiang

I
I n" *or,o Bank estimates that betu/een now and 201 5 roughly half of the

rrvorld's new building construction will take place in china. The vast majority of

these projects are large-commercial office buildings betvveen l OO,OOO and

15O.OOO m' and residential developments that span more than 5OO,OOO m' of

construction area. China's entry into the World Trade Organization and its

Subsequent investment boom is spurring neur real estate development across

the nation, and Beijing's successful bid for the 2OO8 Olympics will result in

billions of dollars in new construction in the capital. China's IVinistry of

Construction (IVOC) estimates that China will add 2 billion m? in ne\^/

construction in 2OO5 and will double its current building stock by 2O2O.

-li) most rr'nl cstatc d$ckrpers cltrght in this goltl rrrsh,

thc gnnle is nbout constructing nrt'diocrc buildings.ls tluick-
ly.rrrJ pr,,fit.rbly.r' porrrhle. ltut.r Srorrl) r,l progr(\\iv(
,.lcvelopers rrc clesigning ancl building Ohina's hrsl grcen

building proiccls rvithout conrPronri:iinS the bottorrr linc.
(ionrp:trcrl to convc'ntion.rl buildings, grecn [ruilclings

consume Icss cncrgy and rv.rtcr, prcscrvc nltural resottrccs

sLrch irs lanti itnd nrateriitls, ancl provitlc exccllenl indoor
cnvironnrentll qualitv.'l hcsc objectivcs rrc achicvcd llrgely
throu;lh inlcgr.rtion of lirur clcments:

a Architectural design features Nl.rxinrizing n.rttrral light
anrl natural vcotilation is a low-cost wity lo save cncrgy lttrd

oPtinrize pr<rcluctivity .tnd conrftrrt.
O Landscaping Proper sclcction of pltntings and sitc clcsign,

conrbined rvith rninwater retcntion Jtld onsitc water Purificx-
li(m systenrs. cnn rerluce rvaler usc bv 70 k) 80 Per(cnt.
O Electrical and mechanical systems tincrgy-etlicicnt light-
ing conrbinccl rvitlr high-Perlirrmalcc wirrdorvs, w'cll-insulitl-
cci rvalls anti rrxrling, arrd hiSh-pt'rtbrntancc heating lncl
coolinglsystcnrs can redtrce energ,v usc lry uP lo 70 pcraent

a Green construction materials Nontoxic Paints, (ilrpets,

and scallnls rcduce induslriitl enrissions and conlributc to
lrcalthier honrc's and norc productile rvork placcs.

hquall),inrp()rtant is thc proicss ol cvalunting thc inrPir.t
of architecttrrll tcaturc's, nr:tlcrials, and nrcchlnicll systcnls.
(ircc'n building consullnnts cnn quaDlitJlively asscss tlre

Different Standards, Different Corts
Environnantal Market Solutions, lnc. lElrSl) rec8ntiy compared four

technology scen6rios for tho Shsnghai-b8ssd Skl,wsy 0ssis Hotel pro'
ject the original design cas€, the new Shanghai€nsrgy code for public

8nd commercisl buildings, the budget model using standards sot bytho

American SociBty of Heating, Refrigerating, 8nd Air-Conditioning

Engineers {ASHRAE), and EMSI's high-psrformance or gr8€n scenario.

Ths results show that thers is virtually no ditl8rsnce lloss than 6 porcEnt)

in ensrgy cost under the proiect's origin8l dssign and under the ShEnghai

code (S246 8nd $'232 po. m'8 yeac respoctivsly). t nder th8 ASHBAE bud'
get scenario, ths building! ensrgy bill drops l7 percent to $'204 p8r m'.

The high performance scsnario. devsloped snd recommsndod by EMSI.

projects annual energy cost 8t Sl44 per m'-8 {l perconi savings ov€r

the originaldssign.
*Kenneth Laoger and nobeft Watson

tcchnical rnd commercial Iiability oI rcconrmended strirle-
gics and Products, allowing cicvelopers attd owners kr make

tlcsign and procurement clccisions basecl on the extrn cost of
"green" fcirlurcs, P yback period, and nel present valuc of
lirlurc savings on operatinE costs.

l)riven b\' Bo\'crnmcnt (oncerns tbout Polluti()n,
rcsource deplction, and t'nergy deficits, arrd the desirt'tirr
intljrnntionitl recognition (llciiing's corlntitnrent to n (;reen

f,tE CHtltA AUSrryfSS SfyrfW November-December 2OO4
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Environmental
problems have
prompted national,
state, and local
governments to
emphasize
environmental
protection.

Figure: China's Climates

Cold

Cold

Hot summel
Cold winter

Temperate

Status of China's Building Energy Efficiency Codes

Climare Zone Euildinq Type lssued/t pdated

Cold/Severe Cold ffesidenrial r986/r995

Hot Summer0old Winter Resrdenrial 2001

HotSummer^VarmWinter Residsntial 2003

AI Comrnercral Expecled 2005

Source Nalronal D€velopmenl and Relorm Commission

t7/trilffi;
J

Voluntary public-privste organizations
havB bsgn instrumsmal around ths world in

devsloping green building standards End set-
ting the stage for markot translgrmation. China
is no sxcsption; sevsrallocal-level. snd one

national-levsl, qreon building councils are

being lormsd.

Chin. lnt.lligont rnd
Grgan Bulldi.lg A.rocirtion

lntslligent buildings use int€qratsd control
and secu.ity systems and incorporate high-
speed lnt€rnet connectivity, among othsr fea-
tures. ln Beiiing, the Ministry ot Construction
(M0C) is developing tho China IntBlligent 6nd

GreBn Building Association (CIGBA), which
will bs ths world s first organization to inte.
grate these two vitaltronds in buildings.
CIGBA will provide vital national coordination
€nd leadership as China s building industry
moves into the twenty-lirst century. CIGBA is

planninq the First lntsrnational Conferonce on
lntelligent and Green Euildings for irsrch
28-30, 2005 at the Beiiing lnternational

Conforence Centor to inaugurate the organiza-
tion (www.sigbac.com).

Sh.ngh6i Green Building Councll

The nation! lirst otficially r8cognized group

promoting gresn buildings, the Shanghai Greon

Building Promotion Council ISHG BC) was
approved in S€ptsmbsr by the Shanghai Eureau

ol CivilAflsrrs. lt was launched on September

22, in coniunction with the Sustainable Building

2004 conference in Shanghai. SHGBC willwork
with the World Expo planning committee to
dsvelop a Shanghai-specific gr€sn building cer-
tilicstion system, most Iikely by adapting

Leadsrship in Ensrgy and Environmental D€sign
(LEED) standards or the olympic Green Euilding
Assessment Systgm developed by 0inghua
Lrnive rsity.

Chongqing Atloci.tion
of Eno.gy Effici6ncy in Buildingt

Chongqing initiated its Association of Enerqy

Efficiency in Buildings (AEEB) in 2003. The asso.

ciation has made siqnificant efforts to ptomote

consumor awarenoss of energy gtfici6ncy and

M0C! "3-A" construction qualitv standard for
residential buildings, which also incorporates
energy ofliciency and otherenvironmentsl fea-
tures. AEEB is considoring expanding iG role to
encompass a broader 0reen building mission.

Pot.ntl.l Gulngzhou
and Shcn:hon !rtoci.tionr

The Guangzhou Eesl Estats Association, in
partne.ship with the progressive Chins

Merchsnt Real Estate Co. Ltd., has expressed
interest in forming I South China grBen build-
ing council. Anothsr group, in Zhuhai, is work-
ing with various local rstrigerataon
associations to assess the idea of I South
China Green Building Association that would
develop a "Chinese LEED" certification and be
a part ol the World Grsen Building Council.
Like SHGBC, thrs group will promote sustarn-

able building practicBs and technologies
through a variety of programs.

-Kenneth Langer and Robert Wdtson

Green Building Trade Associations
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Oll,mPics rvas a strong sclling point in its pro-
posirlt..r grrcrt huildin6 iodrrstrv r.,.nrcr8irrE in
China, offering promisirlg comnrcrcial opportr.l-
nitics lirr US businesses.

A nevrr government priority
Frrr nrost ol thc last 20 vcars, thc govcrn

mcnt's 1op priority has hccn econonlic Sr()wth.
Ilut in lhc last lcrv veurr, cnvironnrcntal (lr8rn-
tlation h:rs bcconrc s() s.\'cre thitt. in sorrc lrr:ls.
it threatr'rrs t() undernrine cconornic !1r'owlll.
(ihini 5 Stdtc Lnvir{)nrilcnldl Protccli()I
Atlnrinist r.rtion { SF:PA ) estimat!'s I hnt dinlrgcs
fion pollution l(,tal ncxrlv l0 ptr.cnt of nnnual
Gl)ll'lhough nru(h ol lhis pollution stcnrs
tionr inercirscci nrrnullcturing firr lhc d()nrcslic
.rncl gbb.rl nlilrkds, (ihinir's rising (lenlllnd li)r

Ccntury ProrDar Cantct

A 150,000 m'tuin ollice towsr under construction in B€iiing s can-
tral business districl develop€d by Fountainwood Boal Estats Co., Ltd.

Annurl cnlrgy !!yargr: l2 million kwh
Annual cod urirgs: Y8.4 million l$l million)
SinDl. pllh.ck pq.iod: l.l years

lrcrr.lGd propcit, v.luc: Y62.8 million l$r.6 million)
Locerion: Beiiing CBD (Centr8l Business Districtl, opposite Kerry Centor

Iypo:Twin tower comm€rcial oflice building
Ocsign rrchhcct 8T(L (US)

Grlrn buildin! conlultrnt EMSI Beiiing
G.€on buildint critifc ion: LEED Cors & Shell prs-cBnification, Jun€
2004

U.i[ grllll rtrrtaoic!: High pertormancs chiller with energy recovery

system, low-emissivity window glazinq, sutomatic dimming lightinO,

rsduced lightinq densitv
Comphtior d!to: 2m5

Lo Slng Ett te Shopping Msll

An 80,000 m?retail development in the northeastern city ol Harbin,

Heilongiiang. Dev8loped by Hsdian Beal Estate Devolopmsnt Co., Ltd., a

subsidiary ol Harbin Power Equipment Co., which is China's biggest
manufacturor of large stsam turbines.

llg.r (T!l Gol s.wlco Ap.rtm.ntt
A 28,000 mr high-6nd residentiEl dBvolopment neEring complotion in

th0 Shekou district of Shsnzhsn, developed by Chins Merchsnl Beal

Estate Co.

Anltltsl lnligl rrring!: 1.3 million kwh
Anroll cort lsyirgr fl.2 million ($148,981)

SimIl. plF.cl pc.iod: immedi8te
lncrllrcd pmplrty y!lu!: IE.3 million ($10.1 million)
D6ign rrchilost PEddle Thorp Architscts Co. Ltd. (Australial

Grorn building conruhrnt EMSI Eeiiino
G.!!r buildi||g csnifcltior: LEEo c€rtification erpocted in Dscombsr
2004

m.in g.orr *rltegi.r High-performsnce chiller whh energy recovery
system. low-omissivity window qlazing

Complclion drto: March 2005

Skywly Oltit lJin Yulrnl Hotcl .nd Apartm.nt

The Skyway 0asis Hotel is I new 80,550 m1, five-star hotel and apart-
ment building, developed by the Shanghai Seal Estate Co. Ltd., thar will
incorporato mseting and seminor spaces, a larg8 spa and gym, and a

restaurant. Ths project is expscted to bs the fi.st LEED-csnifiEd building
in Shanghai, with a projectod 39 percBnt onorgy cost reduction.
Annlal .n6rgt sryiogs: 6.8 million kwh
Annull cost slrings: Y6.8 million {$827,m6}
Sinplo payback poriod: 3 years

lncreasod p.oiect yalue: Y39.5 million (S4.7 millionl
Design rrchitect JY Architoctural Co. Ltd.

Gr.on building consull.nt EMSI Shanghar

Greer building conification: LEEo certitication oxpected mid-2m5
M.in grrln strrt6gios: High-performsnce chi116r with enBroy recovery
systsm, waterside 8conomiz6r. boilers with modulating burnBrs, vari-
sble-speed drive pumps, Iow-omissivity window glazing, lowsr lightin0
density and plug loads, automatic dimming lights, and wall insulalion
Complotion drte: Dacembor 2005

Harbln Songb.l Di.t.lct Munlcipll Buildlng

A 70,000 m' municipal building for the new Songbei district of
Ha.bin. This is or(pected to become the first high-performance govern-

ment building in China. Tho proiect tsam, consisting of New York-b€sed

Kiss+Cathcan Architects, Toronto-basBd Enermodal Engineering, and

EMSI Eeiiing, has introducod advanced green building straregies,
including natural ventilation through the use of temperaturo-slabilizing
heat stacks, and summer cooling through wintsr ice storags.

Strgca of crrtlfi c.tiott

With the exception of Harbins Songbei District irunicipal Building,
which is not pursuing certification, all EMSI projects are registered for
LEED and ifl various stages ol the applicstion process. In addition to
these E[rSl projocts, Shui 0n Propeniss, a subsidiary of Shui 0n
Construction & Mat6rials Ltd.. is developing Xihu Iandi. a multi-use,
leisuro-and-lifestyle developmenl in the historic district ol Hangzhou,

Zhejiang. UK-basod Arup Group Ltd. is the enqine€ring and green build-
ing design consultant for this projsct, which will likely garner the LEED

platinum rating.

-Kenneth 
Langet and Robeft Watson

60 November-Decembet 2OO4 f,lE CHINA EUSINESS REVIEW

clectric fou'cr, which is prcdorrrinantll iuclcLl [r1,

conl, is growinll llctor. Fllcctricity p[r)duction
lccountccl li)r .14.1 pcrcent of OhiiLr's air pollu-
ti()n lnst t'cirr. \\hlcr, too, is short in trvo-thirds
ol (lhina's cities, with less thlo half ol thc water
lit fi)r hunrnn conta.t.

Lnvironnrental pr(,blems hnve pronlpted
nntionnl, rt!te, and local 8o!crnmcnts to cnrphn
size cnvironnrcntal protectiotr. Chirrr buclgctcd
Stt{ billion frrr t'nvironmcntal proie.ts itr the cur,
rent 6ve-ycar plan (2001{)5). Shrnghais annual
butlget firr cnvironnrcntnl prolcction is a healthy
,l fcrccnl, .rnd Beijing has .rlkrc;rted roughl,v $ lJ
billitrn lirr cnr irrrrrnrcrrt.rl lr('icLl\ irr prtJrlrltirlr
lirr the 20013 Olynrpic Ganrcs..lhcsc lirnds
J(((,nrP.ln!' il hil\t,,1- rrcw Binc tmcnt totli.t-
tivts rr:scarth int(t n(\r tc(hnoI)Bi(\, (rc.rti(),1
ol-grecn product cclti6cation ancl labcling pro-

Grean Building Care Studaos



I,rnnrs, dcnronstratioo proiccls, nnd a Ilurr! r)f
I,rcen building scnrirrnrs ircros\ thc countr!'.
Shanghai, in preplrirtion li)r lhc 2010 W()rld
l:ryr, is pllnning to rnove or tncrhaul hundreds
ol lactorics, rcsidcntiitl housing,lnd othcr buiid-
llrl.l\ l() llt(cl environntcntitl crxlcs. Ih(' rrluni(i.
pnl covcn)nrcnt hxs nlso cslatrlislrcd thr: Sharrgh.ri
(irct'rr Building Courrcil {see p.5t3) lntl has host
ccl threc'inlcrnationirl confcrcoccs on grccn con-
strLrction in the past hulf yelr lkrne.

(.(rt.lir lr.r8r(\\iv( ( itir:r.rrr' lrcEinninF t,r

ollcr linancill inceutives to dcvcloPers thnt usr'

cncrgy ellicicnt bLrilcling tcchnologics. li)r cxdn'r-
plc, thc Shcnzhen nrunicipal g()!'crnmer'rt rccentl)-

announced intc,rest l'rcc mortgagcs tirr hotcls that
install thcrnral ice stornge systcnrs a tcchnology
lhat shifts cncrgy c()rlsunlption k) off-pcnk hours.

'lhesc nrcasurcs scnd a strong signal to rcal
cstatc devclopcrs thlt thc governmc'nl is l)cgin-
ning to thrrw its wcight behind cnvironnlcntal
lrr)la(li()lL \\rth lrw ('\L(fli,)n\, rlcilh(r llJlll,n-
al nor lrcal governnrcnts irc crrrrcntl,v ()l]i'rin8
txx bredks or other incentivcs. Ncverthclcss.
(.lrincsr rcirl (\lJI( (l(vcl,rp(r\ :rr( sllr)wirrS,

irrcrcasing, curiositt (il' nol intcrcst ) in Arccn
lruilLling tcehnrrl,'gv. I nJcrgirrling thr: gcrruinc
intcrcst is it practic.rl consideratirxr: llesponding
k) governnrcntal prioritics can only hclP clcvel
()l)crs tvh() nrc cooslantly secking land conccs-
sions antl br,rildinB, approvals, uninterruptctl
clcctric pow('r, and othcr benclits.

Markct tr.rnsli)rmirtion involvcs thc clcvelop-
nrtnt and inrplcnrcntation of .r rcgulatory "push"

through thc c'tahli.htncrrl rrf nranrl.rt,rrv rnini-
mum prrli)rorancc standarcls itnd a conrplemen-
turv l,ull" lrom rr.rlket l':a.c.l nlc(h:r)i\rrs.

Thc tirst sta6c rrt n)Jrkct lrJrl\fr,rrrl.rlir)n i\
the estrhlishment of a regulatory framcwork of
nrandalory codcs and stantlards. In l9ll6,
(lhina's irlOC issuccl an cncrgy savinS.()d!'for
''c,rld .rrrtl rcrcrc rrrld tlint.rtc'. heginning a

two-dccadc effort to devekrp codes rn<1 stan-
dards lirr building scctors ir) disparatc cli ratcs
(sce Figurc). Thc corrmerci.rl code, c'xpccted in
2005, will set rulcs lirr each of China's climatic
regions.'l he' codc will require grcater insulation
in tht'rulls .rnd rrxrf, as rvell as double glazing
and insulated window franrcs in certlin cli-
nrates. l.ighting cncrgy limits will bc lrctrveen l1

and l5 lv s pcr m' depcnding on thc type of
building. Hcating, vcntilntion,.rnd nir condi
tioning (tlVAC) systcrns will havc to bc signili-
cirntly n)orc efhcicnt.

China's codcs and stand,rrcis, rvhich art'prc-
scriptivc and perlirrmancc basccl, ainr kr reduce
cnergy c()nsumption by 50 pcrccnt conrpdred k)
buildings corrstruclcd in thc l9tj0s ind improvc
indoor air qualitv. l)cspitc Ihis inrpressive goal,
the standlrcls still tall short of international
standirrcls- [:or exanrplc, Chincsc ventilation

Cargill's goal is to use our knowledge to help China compete in
the global marketplace. Through new technologies and prac-
tices in food safety, grain processing, animal nutrition and farm
management, we are committed to supporting China's
ag ric u ltu ral d evelop ment.
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\tnodardi, nrc lrss thnn hnll .ls striDgcnl rs
rcquircnrcnts set oul l)y thr Aolcrican Socicty ol
IL.rtirrg, l{clir6cr.rtrrtF, .rnrl i\ir t .unJiti,'nine
F.ltginecrs (sr'c t).5 7 ).

I)cspite uncvcn inrplc'orcnlirtion lnd cnlorcr:-
rncnt, (illinn's buildirrg codcs irnr,l standirrtls havc

hcElun to inllut'lrec procrrrcnrcnt tlecisiont lirr
l.rrge itcrns, such ns windows, ll\A(i s,vstcnrs,

Iighting, and honrc lpplinn.cs. Irr Sh.lrlghili, lnirr'
kcl resl'r() se should l)c even nrore noticanble
hcginning irr 1005, whcn thc citv plans lo cnlirrcr
Ilrl u,,lc' r'rt.rll rr(lr .rnJ L'\i:'lin!.l)uil(lintl\.

'l'lrough rcgulltions cslablish mininrr.r nr

thrcsholcls lnd rcrilovc the !\'()rst perlirrntcrs
ll(,m lh( l]1.rrLcl. lhljv gcncrrll\'(l ll,'l .timu
lntc innovalion. N,l()(i, tht Plt(l Ministry ol'
Siicnce.rnd ltchnologr' (Nlt)Sf ), anti SI:PA are
t hrr: r'r'.rlrr.rtrng .rnrl rnirelsrrtglv c'nirrtrrlging
thc adoption of tlrc nrorc rdvanccd grccn builcl-
ing prlcti(cs found in grecn lruilding ccrti6ca'
tion svslerrs su.h.t\ thr'Le.lrlcrship in |n.rg\'
and Flnvironnenl;I l)csi8n (l.Ill'lt)) systcnr of
lhc LJS (;rl:cn Build ing (irLrncil ( US(;1( l).
I I l-.1) c r'.rlrr.rtcs r ntl rlrtifics lrrrilJ inS lrrr rrrrn-
rncntll |criirrmancc in silc r'slcction, lvJler nnd
cnergy cllicicncy, rnltcriirl spccilication, arrd

indrxrr cnr ironnrcntal <1u.rlit,v. ill( )S'1, rvith
tcchoi.ill support tlom Qinghua Uoivcrsit)', hns
intrr,.lLr.c.l Jr,'th(r Brccr) huilJing. r.rting 'vs-
lcnr: lhc (lreen li.rildirrg Asscssnrcnt S,vstcm lirr
the l(x)8 ()lyn1pi.s. Thc slstem is nrorlclecl pri-
rrl.lr ilr ,rl LI- l-.1) rrtJ I.lfJrr-\ ( .urll,rcllcrt\iv.
AssesslrrcDt Svstcrrr tirr I]uilding l--nvir()nmr'nl.rl
tif'6cicne1. Ihc nrajor dilii'rcncc bctwrcn [.F.]:l)
lnd the Olvnrpic stlnclarrl is that l.If.l) foctrscs
on Posl-.onslr!ration pcrli)r01ancc, rvhilc thc
OlvrrrIic standard rcquircs intcrinr.r)nlplfii()n
of tirur conrpler, scpnralc stnndirr(ls ti)r thc
plilnllir)H. d(':'i!, , . ()rr:lrrrr t ion. rrrrl oIlcrJli,,ll\
staSes.

'Ihir nrly cxplain rvhv lll tl'tc (lhincse corn'
mercill ,.icvelopers sr'eking grcen building ct'r-
tili'ati()n .rrc pursuing thc LIS Ltil.l) ccrtilication.
Lli!il),.rn indLrstry ircceptcd stnndnrd \inlilnr to
IS() 9(X)0 tDd 140(X),llso conlirs irltclrationll
rccognition. l)cspitc thc'lict that I.l:l,l) nretrics
nnd (lo. u nrcntil i()lr may nccr.l to bc adiusted lo
bettr:r rcllcct (lhincsc regulntory rnd in(iustry
eontlitions, Chincsc developcrs havc rcgisterccl

lmir(l\ li)r I I I:l).rntl. srth lirrergn.rssislirrrie,
;rre working thcir rviry lhrough the l.l:ll) certili'
cirli()n Pr()Less.

Many ol thB leading suppliers of high-per-

formanca building technologies and prod-

ucts-ponicularly in tho area of energy-are
already present in Chin8. These include

TRANE, Carrier Corp., and York lnt8rnational

Corp.lor heating, ventiloton. and air cond .

t,onrng squipment: Delta plc, General Electnc

Co., Honeywell, Johnson Controls lnc., and

Siemsns AG for building control systems; and

Pilkinqton plc for window qlazing.

N€vertheless, there are other areas where

tew, iI any, foreign building products are avail-

Eble.

Many domestic firms manufocture envi-
ronmental burlding producls. Bul the quality rs

generally inferior unless such products are

manufactursd using for8ign tschnology. The

oxception is low-tech products, such as aer-

ated conclave bricks, solar thermal systems,

€nd bEmboo flooring.

Listed bslow ars th€ technologies that
have the bsst prospects for incorporstion into

China s green building industry-and thus the

most business opportunity.

En6.gy-.ffi ci6nt tochnology

a Boofing lochnology Thermoplastic poly.

olefin is a waterproof materialthat retlects

solar heat away from the building, thus reduc-

ing the "heat island" etlect around the building

and preventing heat gain within ths building.

a lnsrhtsd wall syctoms Though develop-

ers have begun to use autoclaved concrgte

torms and foam-in-placo systgms, China is not
producing prefabricEted, insulated wEll sys-

tems, such as insulated concrete forms and

structural insulated panels. These systsms

improvs the thermal envelops, shonen con-

slruction time, and minimize construction
waste.

a Hioh-.lfcisocy condonring boils.s will
face strong demEnd as naturalgas increSsingly

replaces coalin major urban areas and rosr
dential proiects face stricter building codss.

Becauss thesa boilers ars 16latively oxpensive,

the market maytaks sgvoralyoars to develop.

a Low-.missivity window rnd daylighring

tochnolo0i8s include sun control products,

such as light shelves and architectural shad-

ing devices, and are commonly used in hi0h-
performance buildings. The lBrge sizs of

Chinese commsrcialbuildings and thet high

window-wall ratio present a huge potsntial

opponunity for foreign manulacturers.

a [tillchanicsl subsyslon! such as h8at

recovery systems, dedicated outdoor air sys-

tems, variabls air volume units, and variablg

speed dflves are needed to complemont the
growing number ol efficient chillsrs.

Wator offi ciqncy productt

North China is one of th8 world s most

water-dsficient areas in psr capita terms. and

severe pollution means that conserving drink-

ing water is last becoming a key national

snvironmsntal priority. Foreign companies
hsve mada inroads in the efficisnt plumbing

fixture market, but many other areas are rela-

tively open, including drip or micro-irrigation

systems for landscaping, low-water cooling
towers including nonchemical wat6r treat.
ment methods, and onsile water treatment
and stormwater m6nagemsnt systems, which
are now rsquired in many iurisdictions.

Environmont.lly pr.fer.bl. m.torl.lr
Beyond the major construction materials

and equipment mentioned above, coufltless

other products are typically incorporated into
green buildings to reduce external snvironmen-
tal problems and improve indoor environmental
quality, many ol whrch are not yel available rn

China. Theso include interior products, such as

paints with low volatils organic compound con-

tgnt, recyclsd carpetang, and environmentally
sound otfice furnilurs

Thers will also be a growing demand for
site prepsration and erosion mitigation tech-
nologies. Examples ol these are products and

€ngineerinq servicss to reducB s€dimentation,

and soilstabilization and retention systems,

such as pervious pavement products thEt

allow rainwater to settle into the ground, pre-

venting wat€r runoft.

Business Opportunataos in China'r Green Building lndu3try
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Rising demand
Ilcnliring, that "Erccn" sells, real cstatr dcvcl-

opcrs havc begun to nrarkct thcir proiccls wilh
nanlcs thrt convc)'ir n()rc hcalthy environnlcnt.
Anyonc driving thnrugh Shanghai cannot hclp
[Tut notice the scores of rrrlssive billboards advr'r-
tising high end prupcrtics with nanrcs srJch ils

Nct! lilrest Flco-Trrrvn anrl Oasis Islan,.l (iarclcn

Villas, indicating that cnvironmental living has

hcet,nre 'r'nonvrrr,,u' 
with high-enJ lir ing.

I{arcl,l', horvever, rlo such developnrcnts
in.,,rPor.rtc signilic.trtt L'nvironm(ntnl ir)rf (rvc_

mcnts. Ily l)uilding nccorclinli to t,EF,l) st ndards
and seekiug LEEI) ccrlilication, a small ntrrnbcr
of progrcssive real crtate dcvclopers are ltgin'
ning to redefinc the (lhincst concept ol "grecn"

and litd the grorving clcm:rnd amotrg middlc-
class (llrinese ancl cxpats lirr truly hcatthy and
conrlirrtablc Iiving rnd working environnrcnts.
To cnsurc their succcss, such real cstatc dcvclop-
crs .rrs (orrJuclirB, Frc.'n huildint 

'enrinars.
highlighting green inl(rventions throu8hout
thcir nrarketing I'r,r,.'hrrrcr, artd tonJuctinB.
()th(r,rutrc.l(h. Ai(r'rrling to Fi\lSI s trpcrienie.
'Protluet diffcrrrrti.rti.'n"-ritther thJtt cnvirr)n-
||)(nlnl (1||lcern {'r (v,.tt long tertn,'pcr.rting
aost savings-is thc nrrin rrason devclopcrs seek

I.li[]l) certi6cation.
'li) datc, none of thc green projccls undcr

.lcrcl,,g'n1gn1 h.rr h((n (r)nr[)lcleJ, so it i\ t(x'
carly to tcll whether thcsc dcvelopnrcnts will
conrrnand an actual price premiurr. ln IiMSI's
view, the' prirrary goll of real estate dcvc'lopers
is lo ntlract the highcst paying tenarrts and to lill
rhe l,uilJing qurcklv-which is inrPrrrtrnt in a

highly conrpetitive rcal cstate market.'lhis
incrcascs brrilding villuc rnd hencc salcs price. It
also iLrsti6cs thc cosl prenrium of thc grcen

l.ruilding project, which is gcnerally 2 to 5 pcr-
ccnt oI thc original dcsigrr cost.

The nernr vvave of
green building projects

'lhc N.rtural llesourccs l)ettnsc (lruncil rntl
[]S I)cfartne.rt ol lncrgy havt'rvorkcd cl,rsclv
\rith l\lOS-t to de!cl(,f .r l-1,000 nr'd.'nronstrn-
tir:n grcco truildiDg that rvill housc thc lr'lOS l
Agcncla 2l progr.n)-nn international rnviron-
mcntrl progranr trr.ll',lrr.'ss glohal clirnltc
changc.'nrc proicct, rvhich was conrPlclcrl in
l:cbru.rr\'1004, is \lill bcing cvaluatcd Iirr ccrtili-
crtion.

'Ihe Shanghai llescarch lrrstitutt lirr Iluiltling
Siicrr,.c' h.rr als,, huilt .t Jt otonstr.rtiott Proieit.
It was dcsigned kr shorvcasc and tcst l2 difli'rcnt
yrroducts ;rnd tcchnologics in irreirs including
rvinrlo'r' glazings, raclianl lloor heating svstcms,
rr.rll irr.ulltion.,. rratrrral lighting str.rtt.Erc\..tulo-
rr.rlr\ \h.r(ir (onlnrl\, irrl','n di,rritlc .'tttisri,'rr
systcnls, tenlpernlurc ancl hunridity controls,
watcr rcuse syslcnrs, arrcl [ruilt-in solar panr'ls.

(irctn huilding dcnronslrirtioo proiccts cicsignctl
by thc UK bascd IN'l h(lIlt (lntelligcnt irntl
(lrccn ) l-trl. have also becn brrilt at Qinghua
Univcrsil,v in Bciiing.rnd in the soulhcrn cilv of
(unnr ing, Yunnrn.

t.,rnrnrcriirl Pr,,i( (l:' .lrc .lls(, :'l'ringirrE uP.

Sincc IiMSI entcrcd thc (lhina lnarket in 2002,

lhc conlpi ny has bccn.()ntracted lry tlcvcloPcrs
,,i l.rlg. i,,ntnterii.rl Jn,l r(\iil.ntrirl Ir('ic(l\ ilr
lirur nujor l'RC citics: lhc (.cntury Pr()sper
(lcntcr in Ilcijing; lh!'Il.rrl)in Songbti l)islrict
Nlunicipal tlLrilding Ltnrl thc [.e Satrg listatc
Shopping Mall in I hrbirr, llcilongjiang; the
Skyway Oasis I Iotcl Jnd Aprrtnrents in

I -
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A small number of progressive real estate
developers are beginning to redefine the
Chinese concept of "green" and feed the
growing demand for truly healthy and comfortable
living and working environments.

Sharrghai; and thc 'l igcr Aprartnrents in
Shcnzhcn lsee'p.60). lhc'se projccts totll rnorr'
lhir 450,000 m'.

A grornring and practical
appreciation of green

()hinas grccn bLrilLling inclustrv is slill in its
irrl.rncy. Ncverthelcrs, the trentl torvirr'tl sustain-
.rhlc huildingr i: clc.rr and irrcrcrsiblc. r\s Chin.r
inlagritcs int() thc rvorld ecooonrv, rn()nrcntLlnr
is buililing through lhc cnrergcric ol'golern-
nrcnlil progrnn):\, nrunicipal grccrr bLrilding
eouncils, dcnronstr.rlion proiects, rnrl llrge

conrnrcrcial proiccts. (,hina's st.rging ol r
''(irrcn" Olyrnpic (iirnrcs of 2(X)u in llcijing and
.r "t ircco ' W, rr[] lr\fi, il I ll I irr \h.r rrtlhiri
sl rengthcn (llrina's,.lccPcning c<rrrrrit rrrtot to :r

nrore sustain.rblc builcling scctor.
ln the errcl, tlrc hvorahlc ccononrics.rssociated

wilh Br('c'n buildiogs vrill, morc'thJn in,r other
singlc tlcarr, sustain lncl drive this lrcncl.
l)cvclopcrs will incrcasinclv undcrslilnd and
.rplrcciiltc thc lit.t that grcen lTuildings hlvc
r(trrnr\ ('n invc\tnl('nl th.rt.rrc highh (r'nrlctitir(
w ith othcr proiccts. And as thr',v Llo, thc1, r' ill
tlcltnd morc hcavill, on advancc,'l tcchnoLrg,v
and higl't-perfrrrorancc ntaterials and systems. t
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Washington, DC
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6:00-8:30 pm

Thursday. February 3
Conference Benchmarking Sessions
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A US-China Business Gouncil Report
The Deweloprnent of Direct Selling
Regulation in China

Direct sales enterprises have endured debate and evolving
regulations in their attempts to enter the world's largest
market. Written by Dr. Herbert H. Ho, Ihe Development of
Direct Setting Regulation in China, 1994-2004, takes an in-

depth look at the past, present, and future of direct selling
in Ch ina.

0rder your copy of the US-China

Business Council's latest reporl now!

Get an inside look at:
O Regulation changes from direct selling's trial period to

the 1998 ban
t Multi-level Marketing vs. Pyramid Schemes

o China's lawmaking hierarchy
o How direct selling regulations will work under the WTO
o The challenges ahead
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Jeffrey N. Wasserstrom

Jeflrey N. Wasserst;om
is director of the East Asian
Studies Center and profes-
sor of History at lndiana

University. He is currently
writing a book about
Shanghai's past and pre-

sent encounters with glob-
alization.

hanghai has a long history of
civic booste rs-p ro m ote rs that
have trumpeted the city's

Shanghai's promoters-then and novv
'Iexts pronroting Shanghai llc often hyperbolic. This was certainly

truc drrring the treilty-port cra ( 1843- 194-1), when Shanghai was
subdivided into a Chinese-run ntunicipality, a Irrcnch concession,
and an international scttlen'tenl.'Ihc nrain boosters thcl tencled to
lre firrcign residents ol thc internntiona] settlLrncnt, who, nccording
to !)rglish-languagc l,eriotlicals of thc tinre, liked k) boast rhat rhey
livcd in a "rnodel scttlrnrcnt." In llJ93, fur cxantple, when foreigners
in thc city organizecl a Shanghai Jubilee to mark the 50th annivcrsary
of the first Western rcsidcnts'arrival, Iocal llrik)ns alld Americans
bragged of having transformcd unpronlising mtrshland ink) a won-
rlrour out|ort ol W.\lcrrr civiliz.rti,,n

Today, linguistic excess is again conlnlon in Shanghai, though the
nrain boosters arc (lhincse. When Shanghai first laLrnchcd its World
Expo wchsite ( www.expo20 I och iDa.co tl'l ), lirr cxantple, ir subheading
that described thc host city reverlingly includcd the link "Miracles."
When viewcrs clicked on "Miracles," lhey could watch the c'volution
of Shanghai's districts, fashion, housirg, and transportltion all
nrednt t() show how tlre nrctropolis of today t'ir surpasses its previous
incarnrtions.

Clobalization ilnd irtcrnational tracle analysts ntay lre tcnrpted to
dislniss works by Iocal boostcrs as unlvorthy of careful analysis-brrt
they shouldn't. Urban thcorist and author Mike l)avis has shown
that thc "cily nryths" produccd by boosters of [-os Angeles,
(ialifornia, have helped shape the political econonrv of that rnttropo-
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accomplishments and touted its
future prospects. Boosters have
helped Shanghai advance, yet their
\N ork often obscures Shanghai's
problems, particularly social and
economic inequalities.
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What Shanghai promoters
say-and don't sry-reveals
much about the city
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goes for Shrnghri. A su.-
cessf ul varicty of self-celcbratory
rhetoric hrs helped in many ways-
from convincing Fortune 500 compa
nies ro invcst in Shanghai b hclping
the city rvin the right to host maior
intcrnati()nal conferences such as the
200 I Asia-Pacilic Econonric
Coopcration summit.

Justifiable hype
It is c.rs,v to see uhv Lrcal prirlc

runs lrigh in Slranghai. (irrr.'rtt civic
lcadcrs b.rsk in the gkrrv ol a high-
prolilc, su.tessfirl bid to host thc
l0l0 \\trrltl lrxpo, and othcr rcecnt

[.lrxrslcls lircr.rs on changes in l)rrdong
(lltrsl Shrngh.ri). Until thc cocl of thc trL'nty-port crn, lhis
distri.l .orrtilioed little nxrrc lhln villagcs and a ti'w I.tc

torits,.rnrl it was still largcl)'undt'vcLrpr'd and cut oll
lionr thc rcst of Shanghai in thc' nrid I9lt0s, rvhen onll
ti'rrics trirlcled to Pudong. Norv [\(long boasts a statc-

o['thc-art Iirport, cnormous skYscrapers, and thc rvorltl's

fnstcst trxill, rnd it is link!'d k) l\r\i (\\fest Shanghai) b,v

[rritlgcs, tunncls, and a subwly line. l)udong's lunl-ol-
thc-nrillcnnionl transfirrruation, tlrc ncw Shanghai

boostcrs clainr, has bccn evcn lltster nnd morc spc(lilau_
lar than thc f.rmous translin'nrilli()rr ol Puri thlt cantc in

thr'r'rkc ol Shanghai's forced opcning to \\tslcrn trndc

and scttlcrrrcnt in 18,13.

It is.rls() cals\'to undcrslilnd whv b()ostcrs lvnot k)
prcscnl rcccnl transfornrations as outstrippins.rnythiIlS
thrlt hnppcrlcd in the plst, sincc Slranghainesc vicw
hollr tlrc trcity-port cra and lhc Mxo cra (1949 76)

with sonrc rrrrbivalencc. l,nndnrnrk buildings dc'signcd

b1'lirrcigncrs, srrch as thc coclxssicill (lustonrs lloust
and thc nrt deco Peace Holcl nk)ng thc wnterfiottt, itnd

n rr'l)ulnti()n lirr glamour nrlrkcd treal\'-Port cra
Sh.rngh.ri. \t{ that era is nlso linkcd kr nremorics ol

llrolcsque so.irl ineqrnlities anrl a svstenr of lirrcign
privilcgc thrrt nrade local (lhincsc rcsidents se.ond clirss

cilizcns in p.rrts of the cily.'l hc Mao era, mcanwhilc, is

crrditc(i with lidding Shanglrai (and all ofChin.r) ol'
thc lainl of iorlJcrialist donrin.rtion, [rut is linkcLl to

I,ainlirl nrcrnories of violcncc rnd tiisrrrder and a

dt'clint' in Shanghiri's st.ttus.

Looking beyond the hype
It is o() srrrprisc, thcrr, thirl th{rc is l desirc in sornc

qulllcrs lo rcriuce Sh.tnghai's pilst l{) ro anll)iSuoLts

prologuc t().ln rx.itinS prrscnl:tnd glorious fulure. llut
pl.r.irrg p.r.r rrr(l iurrcol Jerel,'ptrtcrrt. itttrr a nr.tc
conrplcx pcrspcctive is valuatrlc.

'li) !lo lhis onc must lirst eonsirlcr lhat thc liirv t.tlc\
ti)reiglr [)(x)slcrs trsed ttr tcll nc\'ar r{enl !rnaoolcslcd
antl th.rt today's firiry tilles.trc op(n to similirr chal-
lcngcs. (irnsirlcr, for instnncc, thc argunrcnts thitt (:.ti

Ilt'scn, u yrung Conrnrunisl, rrrolc in l local radical
nrngni/in( -YnDr.(rrlr1r Zlxtulttrt \ I ht ()rtidc\ in I 9l I o n

Photograph: Jetlrey N. Wasserstrom

the il0th nnDivcrs.rry of
thc stirrt of thc trenty
port e'ra. Shanghai hacl

de6!ritcly hc(onre a great
mod!,rn .itv, (:ai adrrlit-
ted. but rlho had Lrene6t-

ed most tionr this
transli)rmnt i{)n? Not
(lh int'st' workcrs. llvcn
rvealthy ()hilcse rncr-
chants who Iived in for-
r'ign-run cnclaves rtcre
unablc to votc or stand fbr
office in local council elec-

tions that rvtruld determinc
horv titxas w(,uld hc:,pent.
C)ai pointcd ollt lhrt bctbrc
the Opiunr Wxr, cvcry

stonc anrl cvcrv blacle of
grass iir thc cil,v bclorrgcd to Chincsc, hut ltO \'ci1rs later

the'v couldn t cT'cn cntcr lhe cit,v's riccst lrirks.
(liri's.onrnlcnts nrc \rrrrth re'rnentbcring irr light of

the problems thnl nr.tr the landsc.tPc in c()ntcnlPorarv
Shanghai. Dcspitc thc ciisappearancc of qtrasi-colonial
political structtrrcs, [i)r cxnmple, tilxntion withotlt reP-

r.sentatiol is:ts nruch lhe norn for local (lhinesc now
ds it was during the lrcittv Port era. Evcrr thouglr parks

nrc Do\{ o}rrn to all oncc again, globitlizing lirrces havc

firvored sonre-inclucling hoth succcsslirl (lhincsc and

li)reign inYcstors.
Though Sh.rnghai hls grorvn into n nr()dcrn, thriving

cit,v lnd nrirny citizcns have rnore opportunitics than
bc'fore, nol cvcryone has bcnelitc'd frorrr thcse ricvelop-

nlcnts. When I livccl in Shanghai tionr l9tl6 lo l9lt7,l
wirs immediltcly slruck l)y the lack ol n sigoificant gulf
scpardting lh. lili'st,vlc's of rich and poor. With thc
cxceptior of hiBh-rinking officials, evcrvonc had com-
parable acct'ss to fixrtl irnd horrsehold ilcnrs. I sarv no

lTc'g€lars in Slranghai thnt venr, .rnd ntcn ancl wontett

sccmt'd to fi'cl sali'rvalkirrg alone through nll parts of
lhe city irt i0v h(,ur.

Tbdrr,v, though Shanghai remdins nruch snfer than
most other intcrniitional cities. crinrc is on thc' rise.

Ilclgars havc' rcappcirrcd,.nd prolcsts b) rcsidcnts evict-

cd tiour thcir homcs to nrakc'uav lirr rcdcvckrpnrt'nt
lrrve'hit tht'lrc.rdlincs. Ilvcn so, thc'social clcavagcs that

ha,'c rc-cmcrgt'tl hi!'c not triggered th. oulbrcaks of pop-
ultr unrest thal rnaclc thc cit,v firnrous .rs a ccntcr of radi_

i.tlirrt irr th, lgltl\. l'rot(\ts r(x'lcJ in L'i,,rlitnli.
incqua)ities h.rvc bc'crr kcpt in check partly by mcchl-
nisrns ofopprcssitxt. l)ul also by an caorrorttic boonr that
alklvs evcn rcsidcnts that have not gainccl nruch to ttel
lhat things irrc rloving in the rig,ht dircction for their cit)'.

'Ihc rapid grosth thal the Expo rvcl)sitc dubbed
"miracles" has bccn inrprcssive. llut th( incrc,rsiltB,l)'

shilrp g,rp I'rctwccn havcs and havt nots-incluclitrg
rcccnt origrnnts fron] thc countr,vsidc living in abject

conditions and thc rising populnrily ()f sccurc irPart

nrent conplcxcs an<l gated comnrunitics, rjrilw lten-
Ii()n to .rnothcr sidc of thc latesl chaptcr of Shanghai's

storv. n
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6\,,",,, rrrt'rrrr,\l lrrr/((l J((r,Irrrrrrsrrrrrcrrl\ rrr rrla pJ5r yc.rr

I l'r.,'..,r,,i,,q,,,y Itciiine.lri\'.r's lii.n.c. I lrir nr.rr s.rrrrrl
Y"r.,,,s. lrr t(Ut.lflv tn Fc(rftc lvtlr, t,( tt( vc r dflv(.r \
liccnse lesl is ont of li[Js sinrplrst .xarns. L t(x), oncc thought this
rv.r1. (irowing up in tlrc Llrrittd Stat,-'s, I hclicvccl alnrost an\,onc
eould pass a drivcr's tcst, ind whcn I nrrvctl to llciiinS in 1991,

lll rrrv cxfatriatc liicnds sho tlrovc in l3ciiing laughcd at how'
sinrple'the proccss rvas. "l{itliculous," one'liicnLl quippcd. "l only
ncccletl to turn in nrv ovcrscls licensc irnd lxkc il drivcr\ tcst thal
consisted ofst.rrting thc car and drivirrg l(X) tlctcrs. I passetl with
l)ying colors."

llcaring this w.rs .r rclicl, particularlv rr,hcn nty s,ili and chil,
drcn urgcd mr k) 8ct r liccnsc so rvc coultl tr.lvcl nr()rc r'asilv k)
thc countr,vsidc. (i)nriticring clailv rvork prcssurcs, I didn't nce'tl

Jnv bureitu.riitic hrssles <Jriving through th. strcets of (ihina
would bc tricky crrough.

So I simply hanclctl nry tJS clrivcr's liecnsc 1o a coworkcr so lrc
could help mc rrpply lirr a liccnse and arrangc it dnlc li)r n1e to
<irivc the famccl l(X) nlclcrs. "lt s impossiblc," hc rcplicd in
( ihinese. "Thc llciiing 'linlh. Nlirnagenlcnt llurcru changed thc
rcquircmt,nts. lirreigners cln no longcr tr.rde lheir natioris
lict'nsr'lirr l l(X) nrctcr tast. \i)r.r nlust lirkc.r l(X)-qucslion cxinr
arld get at least 90 pcr(cnt (orrc.t t() ol)rnin a llciiing liccnse." I

rvils itt)out k) bc.onl. part of a new gcncrll ion of llt'ijing drivers
rvho had to takc thc rrultjPlc-choice. truc/lirlsc tcst thal was

dcvtlopcd in Seplcrnhcr 200-1. (Sornc foreigncrs. including stafl'
of cnrbassics, co srrlirtcs, il d internati()nnl organizations with
rlipkrrnatic privilcgcs, Jrc.\cnrpt from thc cx.rnt.)

()o the dal ol nt! tcst. larrived at thi: trlllic nranagcntent
burcau jusl in timc. A pro.tor told nre'that I rlrruld h;rve 45 ntin-
rrtcs t() cornplctc thc tesl (in English)and that thev rvould tell ntc
inrnrcdiatelv whttlrcr I had Passed. Afler .rrrsrvcrilg all of the
questions I kncw thc.rnsrvcrs to in thc lirsl l0 nrirrulcs,I still
tlcbatc'tl the rnswcrs lo roughly 20 clucsti<rns. I t<rrk a ltw calcu-
lalcd gucsses, turncd il] thc questi(nrnilir!- wilh Dlinutas k) sp.lrc,
.rnd awaited thc g<xxl nervs.

Ilost of the qucstionr that puzzlctl nrc hari had lwku'ard
trrnslations. I rcnrenrtrcr ont'riuestion thJt.lsked in rlther bro-
kcn Iirglish wlrcthcr .i Pcrs()n K.ho hatl lTrcn in rn rccidcnt ancl

hacl a bone sticking out ol his or her hrcly slrould bc nrovcd or
lcii in thc strctt. Arxl thcrc were othcr qucstiols whose wordirlg
wolllJ \turnf .\(lr tlrt rrrlst intrcpid lirrguists.

As I waited outsi(lc thc classroonr, nrv cxam result came at a

spt'cd unch.rructcristic in t)hina. Standing imo g.lbout l0

otl'rcr prrticipaIrts, lhc proctor annoutlced to all, "lir, Irrg& xirrr-
sllrur, ni zuo bt /irrol" (Mr. Kronick, you ditl not Passl)

I first felt emtrarr;rsscd, as lll of the othcr cxnm partici-
plnt:,-both Chincsc anci firreiplnc,rs-laughccl.'l hcn I ltlt
;rshamc'd becausc I had to cxPlain to nrv rvili'and children that I

h.rd hilcd thc exanr.
Ilut I was ddernlinc(i rrot to bc defc'nlcd a sccond time.

lhrnklirlly, a colleague bought a traflic rcgulation nrirnual for
nrc;thc nranual conlilincri all of llcijing's traliic rulcs, irIrng with
thc tast'-s questions irnd answcrs.'lhe only cavcitt, sincc thc book
was tlrcn unavailablt'in flnglish, was thal I nccdecl lirirlv
ar.lvlnceci Chincsc-hngr,ugc skills to rcad thc hxrk.'lb rnrkc
things casier, I hird thc qucstions and rnsrvcrs tr nslnlr'd. Among
lhe questions:

O "(lirtegorizcd .rccorcling to the specilicati(rt tcrnts, carriers for
.rgriiulrural usL' in.luJr _
A.'lhrcc- and four whcc.lcti vchiclesr

ll. l hrec-whc'eled vchiclcs, lirr,rr'rvheeled ordinarv gootls carricrs,
lirur-wheeled vans, four-whcelecl tank carricrs, lnd four,wheeled
.rukrnatic unlonding tru(ks;
(1.'l hrcc rvheeled, frrur-wheeled, irnd six-whcclcri vchicles."
O Iiuc or fllse:
"Whcn big trucks arc kradr'd with goods, the hcight of the goods
liom thc ground should bc not more tharr 5 rn, thc width of the
goods should not bc nlorc thnn that of the carriagc, the front
pdrl sh(tuld not stand out o[ the vehicle body bv nrorc than I m,
and the rear parl shoukl not st.rnd out of the c{rriage by more
than I m or k,uch thc grorrnd.'

lly now, worcl of rny test preparation had sprcad to nty col-
leagucs and lriends, and thc pressure mounted. A tcsl date was set,

rnd with a translatcd portion ol the book in hand,I crantmcd.
'l his timc, I arrivecl carly and [Traced mysclf ftrr tlre test. I con-

sir.lcrr.d each answcr in dctail. After 45 minutcs, I turncd in the
lest and waited to hcar rvhcthr'r I rvould soon bc takin5ito the
roacl, or ticing nr1' farnilv and colleagues an()thcr timt. with word
ol clclcal.

Forlunatelv, thc covctcd liccnsc now resls in nry cirr. And with
a conrbination o[ pridc and lear, I have bc,conte one of l]eijing's
ncwcst dcfensive drivcrs. *,r,

Scolt Kronick

is managing director ot 0gilvy Public Relations Worldwide, China
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CHINA MARKETPLACE
The China Eusraess Sevrerv has established a nsw quarter-page, lour-color advertising lormal.
CHINA MARKETPTACE is low cosl and hassle-lree: the CBf assists in ad design and the cost per issue is only $975.00.

,6ArLAs-SFi
Alliance for Tax, Legal and

Accountang Seminars

Strategies for Trade and
lnvestment in Ghina

December 6&7,zor>4
W Hotel, San Francisco CA

A two-day conference on the tax, legal
and financial aspects of doing business

in the People's Republic of Ghina.

Up to 13 CPE/CLE Credits Available!
Gome Hear From Industry Leading

Experts on Ghina

For More Infon.nation or to Register
Visit us on the Web at www.atlas-sfi.com

l,4oney Magazne sad Sarr,su0g rs "dominating the

ma*el lor dtnamic access random memorylDfl.AM)

chrps '' Entrusled to prolect lhese rnnovations, we
pros€ftre Samsung! palenrs ard regularly meer

w[h rnvenlors rn the lJnrled Srales ard Korea And

Sarnsung remarns a -chip 
champ "'

'al/rv Mi,Dr &{4d, Ndmbe, r0 2001

Visit techlaw.com to see why businesses across the Uniled Slates

and Asia rely on us for their intellectual property worl. lts no fad.

Work like this
never
out of

goes
s-tyle.

Samsrng Electronlcs

Seoul. Soulh Korea

MaroerJohnson
aMdCollo.rn pc

Your GHINA MARKETPLAGE ad
could be here in future issues of

t,he China Busi'hess Revievv
for $975.OO net.

We help prepare your copy,

and place your message,

OR

send us your print-ready file.

Reach the executives that shape
US-Ghina business.

Tel: 202-429-0340 or Fax: 202-833-9027

E-ma il: p u blicatio ns@u sc hin a.o rg

u,,BS
,ogistics

Your Supply Chain Parlner
to and from China
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Tuming invention into advantage.

ATLAS Legal" Presents

For more information, contact us:

Total Logistics Management Solutions
O Freight forwarding

O lntermodal - rail & trucking

O Warehousing & distribution

O Customs house brokerage

O Powered by

lbslogistics.com

,BS Logistics
100 Lighting way
Secaucus, NJ 07094
2014224888
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Power in Motion
Reliability Tbrougb the Vinds of Change

.vol.'s Chind kn'i& Shvr .l'dt otw tu).t'etn. ol'el)?rience, r Lxul nctrutrk ol slrulqitulh
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When you trade in China,
you noti(e that some things
look very familiar. t PS'jets,
for example. They're part ol
our robust intra-fuia erpress
delivery service, and a sign
of our growing capability in
thit vital region.

like UPS everywhere else
in the world, our service in
China is lnown for reliability.
You and your trading partnels
can count on our six weekly
nonstop flights ftom the U.S.

to Shanghai, part of our total
solution for moving goods to,
lrom and within Asia.

Maybe your company
needs expres5 service to Asia.
0r maybe you need to import
or export h€ight. fither wdy,
count on UPS.

UPs.(om t-800-PICK-UPS
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