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u, You'll Be
f Attention

t

T
wc'll also make you feel al home in one of our

conrforlablc rooms and suites, and serve you

exquisite delicacies in our first-class restaurants. Bul

ulthough wc'll go out of our way for you, you won'l

havc to. Bccausc al lhe China Hotel. you'll be

convcniently located righl in the

hc rt ol thc cily. Discover this

ncw world ol hospitality in

Cuangzhou. thc China Holel.

f frrr,t
CHINA HOTEL

ManaS€d by Ne* Wo.ld Hotels lnlernational
tlx Hu tx. ({,{rn 5lml5. Cr,ft. I?l 86 20{66 68aa
T?l.I 44844 CHL6Z CN C.tt , 68aa Fd' 862G667 70la

BTIIINC . CUANCZHOU , GUITIN , HANGZHOU , SHANCHAI , SHENYANG XIAN , HON(i KONG , MACAU . YANGON . MANILA ' HO CHI MINH CITY

Il()N(; K()N(; sA l,lls AN l) RUSTRVA I lONS Ol t-l( li: icl:(ris.l)7ll l{sl l',t\r(15l)7llr)7ll
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If you are in Guangzhou on

business. we will not only

make sure all your

business needs are catered

lor but your convention or

exhibition is a resounding

success as well al our

China Contel Centre.
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F O C U S : Enlertoining Chino

l6I Fun br the '90s Vith cash in thcir pockets und e shortcnccl
rvork rvcek. Chinesc. arc l<x>king tirr new u'u1,s to pla1.

I-isLt tltkinso

24 I Coble Reody lleiling had its fingcrs crossetl whcn it toltl
li>reigncrs to stay uvuay fr<xn the llrrgeoning c:rble ntrrkct.
Srcan.l. Sthoenl'ekl

36 I tights! Comeros! little Acfion! (]hincsc llLl tlirectors ure
s'inning lruclicntcs untl lrr'urcls lLlrroacl. lrLrt thcir horttc inclLtsln'is on
thc lrrink ol colllpst.
l\:illkrnr Bn rtl

4l I lnb the B(1 leogues (:llinr's xthlctic conrpctitions lrc hrlting
Itoruc nrns t ith tuns uncl sponsors rtlike.
Kdtin l.tnt

FEATURES
l0I "Second-C'enerolion" MNCs in Chino Aggrt's'ivc
nrultilrrrliorrals art crrrliing (ilrinrr strxtcgics thu( lOtk Orrt crurl.rctitors
Sl ?Pl ro t .l I .lt t t u t t t r t l./r l.u t t r t t t,s .l I t,it, r

44 I Infroshucfure lnveslment Iips []orv can y()u caln a rctunl ()n
rr Inilssi\ ( invcstll]cn( thet has no lrbilitv t() l.lcnerltte tirrcign cxcltrrngc'/
,llext (.1. krn

52 f Creffing Shicf wih Foreign Exchonge Ile ijing s lrcw nrlcs
impr'()\.c s$'lp crntcr liqLriclitr'-llrt givc llrreaucmts tr cn ntolc rrntrrl
ovcr li rn iglr exchlrnge trlnsrt tions.
Lt tt i I lt',1. I lt r nt lt, u t ul 7'l.r nnas li..lu tt's

DEPARTMENTS
4I lrends ond lssues
A rrirt lirr I'irll(r). ir lo\s li,r Ptl,r'r :r

gllncc:rt (lhinu s ncrr inclustriirl
policr.. antl t oins tirr puncll kl crs.

6I [e[er from the President
(i)nrDcrcc Sccretan' llr<lrvn s trip t<r

(lhina s ill hclp put I tS-China

relations birck on solid frxrting.
Rolx\l ..1. Kdpl)

8 I Commentory
'l'hcre s u right-lntl :r $,()ng-liolc
t() r.rsc ti)rcign l;rlvcrs in China.
,l I i c bacl l:. Rt r'lt ti14

56 I Council Activities
'I he t'S (lhinu l)efL'nsc (irnversion
Initiarivc hclrllines ut the Expon
(irntnrls W<rrkir.rg (;r()up s latest

nrceting.

63 I Clossifted Ads
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f,br outo policy
In c'rrl)'.Jul)'. C'hinr publishrd a con-

trovcrsiil iut()molivc policy th t will
likcly rlise cyebrorvs xmong llS trrde
offic r:rls rnd .lttsc prohlents for Oltrna s

GA'l'l' rcccssi()n.
The plan cletails China s ainr to cle-

vclop its wcak rkrmcstic inclustry into an

intcrnirli()nal conlrnclcr $'ithin l5 )cars.
To acconrplish lhis lcat. plxnncrs fr()nr

thc lUinistry of lUachinc Building Imlustry
and the SPC havc set high loc lization
tlrguts Ii,r Jrrl(| j(,inl vunlrlrc\. r(qrririnS
ne$' pr()ic('ts to pr()(lu(c lrut()ri $ ith 40-50
pL'r(cnt l()cxl contcnt initiall! Jnd 80-90

pelccnt l()cal contcnt $'ithin a fcw
years--<rr lacc pr()hil)itivc imp()n tariffs.

Tllc (:llines(, pirnner nru:tt lrold l nrin-
imunr 5{) percent sharc of any' ne$' auto
j(,inl v(ntur(, :tnd nl) completc rrr semi
knock-ckrwn (CKl) or SKI)) itsseml)ly
vcntures q.ill lT appn>r,ecl. Evcn'nc$
venturc nrusl also cstablish rescarch and
devck4rnrcnt f'acilities within its enter-
prisc. and all rnust halance thcir own
frrreign cxchange. mostll' through cxpon
()f their tclricles ()r c(nnlrcnents.

1 tt I tt' Slu t,Iti )tt -l d,4.!

MFN Postscript

'l hc lkruse ol llt'Prcscnmtivt's signalcd

r clcar cndorserlcnt (), Prcsidcnt Clin-
ton \ IlJt ji) r,r(l( r lo d<..linl' CIrjn:r .
lvl()st l:xv()rc(l \irti()n (lUl-\) strlus lr(n
hunr:rn rights l.lr'tlcleating hills pnposctl
hv ltcp..lcrry S{)l{rI()n (R-N\') .rn(l Rcp.

\rtrrr't' l'elosi (I)'(1.\). ]-ht' l't'losi l>ill
sotrglrt t() hao l'lt(: g(x)(ls rn:rtL. lrr Stltc
()r orilililr)'o\\'ne(l !ntcry)ris(\. \'hile tl)c
SoLrrxrn nlcasurc pr-t1'xrsecl lo u'itlrdtru
(lhilrir'5 l\lfN strtu5 ultogetlrer. lnrtcltl thc
Ikrusc passc'cl lrn unrtntlnrcnt intrrxluccd

USTR on IPR:

Round 2
I)cspitc ltciiing s wcllluhlicized tarr-

luifin l(, (rir( k rirs'n on vrntt' rrf Cltinu s

intcllc(ru;ll Pr()pcny righls (ll'R) pirif.s
rn(l ( stJI)lislr sp(r ial Il'R ( ( 

'uns in ltcijing
and Sh:rnglrai. tlte Officc of thc I S Ttudc-

llcprcs(ntJli\,c (t STR) in .lunc lrstcd

SHORT TAKES

4

TRENDS & ISSUES

Chino s Lotest lndustriol Blueprint
ln latc Junc. thc state Planning Con)-

missk)n (SPC) rclcascd its in(lu:itrixl dc-
velopmcnt outlinc firr drc renr inds'()l
the clccade. F<llkrwing on tlrc hcels of
tlrc overall plan u,ls a detrilcd scctorul
grlicy tirr the ilut()nl()tive industr!'. 5P(:

plans to releasc additional directives on
Irunsp()nati()n. lclt(\)llmuniclli(nts. c()n-

stnl(ti()n, cle(tr()nics. rnacltincry, pclnr-
chemicals, an<l lirreign invcstnrc,nt and
traric in the months to conrc

'l'hc Sl'C hlucprint gives spc( irl rtten-
ti(nl t() Jgri('ultLrr(. inli.ri'tnr( 1ur( . li)reign
tradc. lnd China s lirur "pill:rr" indLrs-

tries-pet()chcmi(lls, aulos. rrrnstruc-
tjon, and electr()nics.lnd nraclrincry. Kc)'
points ol the phn include:
f {ricufture li ch p()\'ince \\,ill crcxtc
agricultural-<ieveloprncnt zoncs lhxt will
rcceivc pri()rity lc('cris t() l()w-inlerest
kluns Iirr the prrxcssing, storlge. and
trilnsport of xgri(ultural prxlucts. l-ixpxrn

zones uill bc sct up in colrstirl arels.
"High tcch- agricultur.ll zones rvill q.el-

corne firrcign ir'lvcstmeol in such areas

ls lrrrltct Irnrrlrg1. wJi'lr: pr(,(cs\ing. JXri-

culturll machincr;, and thc de'r'clop-
nrcnt ol safe pcstic icles.

! Infrastructure linrphasis will be on
inlprovcmenl ()l- lrausp()rtati()n and
lclt:(( rnmunicxtkxrs netmrrks lnrl accel-

crltecl developnrcnt ()f encrgy rc-

sources-tspecially coal, onshorc oil.
lnd electric pou'er. I)oli<ynakers lrrc
sccking li)mign investmcnt in high-risk.
tcchnokrgically challcngirg !reas. su(h
xs the Trrinr I]rsin. \vhile li)rcign iD\,csl-

Ill(nl in (lc(lria p()qcr r('r)rxins J prir)r-

itJ-, invcst()rs rvill lx- cxpcctcd to cornc
up with thcir own financing (sec l)..*).
I Trade l)irersificatiotr ()l Chin.r's cx-
porl traclc throrrgh Ilrc pr()nr(xi()n ()l'

rgricuhurrl, light indusrrirl. xnd lcxtile
grxxls. as rvell ls thosr ptrducetl rvith

ck>nrestic tcchnology, r,',ill bc strcsscd.

l)lanners (lisc()rrr:lge lxrtlr thc expon of
kru-technology pr<xlucts and the inr1.lr)n

()l'cxpensivc t()nsurner prr ucts, thouglt
thc industrixl lx)licy oullinr cont ins no
dctails ol wh3t "disc()urilgerncnl' \\'ill
nrcln in pr:rali(e.

I lrekocherDtcals, autos, constrirctlon,
ard clectronlcs afld rnachlnery Tcchno'
l()gicxl impr(^cnrcnts arc sought in lll ol'
tllese induslrics. Ueiiing \\'ill suppon thc
Iirrnation lnd strengthcning of induslrirl

Froups on thc Korean (lhacbol ntr cl to
rchiclc cconornies of sclrlc in _nrurkcclly

sucr.'esslirl prxlLrcts. Thc ra()\'ernnrcnt \\'ill
c()ntinuc t() suppon ccon()mic dcl (l()l)-

[)cnt z()ncs lnd the develt:pnrent of rcllr-

rivelv high-tech, exp()n-()ricnted industrics

on lhe coast :rnd resounc-rccoven indus'
lries in thc inlcri()r. Council s Chins olxlra,ions.

Chinl :ls r "priorit!'c()urtr) undcr Sec-

ti()n.l{ll ()lthe l9l.i'lr.rde Act. l'hrt dcs-

ignilti()n set in flr()ti()n I neu six-nxrnth
iivcstiSili(,n ol Chinir's II,R rc8i,nc.

ll IS'11{ ind (:hincsc offi(irl'i lail I()

rctclt lrn lgreentcnt ()n h()$ t() inlpr()\'e
enlirrccnrcnt of China s IPR lcgislation hy
thc cnrl ()l the year. the l nitcci Slilt(s \\'ill
likcl,r' intposc up l() Sl hilli()n $'()rtll ()f
\Jn('lx,n\ JSJin\l (:llincsc g{xd\ I \ in-
tlustry gnrups eslirrul( Ihat (;l)inr's l'lil'
ure lo cnlirne its ne*' rrrpyrighl lcgula-
tkrrs ((,sls []S c()rnpinics nr()re tl)Jn Sll(){)

nrilli(nr lx\l lcir.

hv Rep. L(t ll:rmill()n (l)-lN) thxt l)rsi-
,.rll1 ,,r,lrlit. tlrc l'rerrrltntr IIF\ p,,.i
li(nr Tlrc \( n:rl(' :rPPr':trr rtnlrktll t,, irt.
tr(,(lu( c a (rnrl)union l)ill.
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Hong Kong Gets Reform Bill
By a -12-2.{ nrargin, Hong Kong s Leg-

islative Council ( Legco) approved Corer-
nor Christophcr Panen s political refomr
package on June 30, dcspite tJeijing s

threat that thc rcforms uould provoke
the PRC t() dissolve the larvmlking lxxly
once the tcrriloD s sovcreignty revens
hack to China in thrce years.

The con$titutional refornr prckagc,
which will broaden the clectoral base

and increlsc the numhc'r of directly
clccted lcgislaton. s'ill also enable up to
2.i million l^-rrple tr) cled r('prcs(nrxli|es
indirectly through 30 functional con-
stituencies. which group v()tcrs according
t() (xlcupatt)n-

'i(/hile China s sw'ift denounccmenr of
Lcgco's ac'Iion uas predioable', observers

noted that llci,ing s rcadiness t(> conrplete
nc'g()tirltions ovcr the futurc of tlritish
nrilitary bascs in H()ng Kong thc same

day Legco passecl the elecloral reforms
seenrs to indic,lte thc. Chinese arc willing
k) "agree to clisagree" over the tcmrs of
Hong Kong s trirnsitk)n. l]nder the ne*'
nrilitary agrecnrenr. China *ill takq back
1.1 military bases in Hong Kong hut will
lcxvc 25 sites. cstimated to be wonh over
Sl0 hillbn. f<rr commercial devclopment.

vith the Lcgc() vote over and thc ne-

g()liations oyer thc military instrllations
Irhind thern, China and Hon,i Kong are

likcly to push lhead on rerrlving their
diffcrences over tk)ng Kong s xirpon aod

container terminal der.elopmcnt plans.

-PB

Hot Chonge
Coin collecting. one o[ thc ()ldest hob-

hies in thc w()rl(1. is thriving in Chinr.
Over the past l5 years. the People s Bank
of China (Pllo(l) has tumccl a;1,q1 $7 mil-
lion \a'onh of gold and metal llloys into
rnor(. lhJn 2t)u (liflcrenl rcrit'r of coins,
which are solcl both within China and
alrroad. Ihe fir:'t c()mmcnlonrltrc s(t. ir'-

sells for $415. whilc u I ounce silver coin
grrcs fbr $14.95. Ahout 25 percent of total
production sincc l9tt2 has been sold in
the thited stxtcs by PirndaAmcrica Inc.
()f Califomia. thc PIIOC s LIS distrihutor.

PandaAmerica s total 199.1 lls sales

rcached $30 million, with approximatcly
$12 million o[ that figure c()ming tiom

sales of panda coins.
These ( r)ins have
pnrven extrcrncly pop-
ular amr:ng Cltinese-
Amc'ricans. who vie*'
lhcm as r c()nnecti()n
k) their homehnd. For

cach set of goltl coins it
sells, PandaA merica
charges a 7 pcrcent
prcmium over thc slx)t
price of gold.

llased on the popularirv of thc panda

coins lnd thc ad<lition of new c()nlnre[l-
()nllivc sets each year, Pand:rAnlcri(t ex-
pc<ts slles qill c()ntinue t(, gr()\,! lrs ils
urstonrers-nrainly krng-timc collector:;-
inlroduce the,ir chilclrcn to coin collect-
rng. Though n(,t Icgill ren(lcr. (:llinJ \
a()nlmcn,l()rlti\'(j r'oins sceltt lo hlve
struck I chorcl \\ith nurrrisllill isls llnd
panda-lovcrs tlrc \\()rld ovcr. Aftcr all.
thcv rc nrrnh thc,ir rvcight in gokl-lncl
lhcn some.

- -ll (1tl t I l, ( ;.t t't, t

sued in 1979. fcatured c()inri hon()ring thc
3olh ilnni\ (rsury o[ thc PRC. Othcr \( ri(s
have highlighted a cliverse mnge of sul>
jr-crs. such s th( vinter Ol) mpics. Chi-

ncse archacokrgical finds. and Chinese
lristorical figurcs.

'lhe nr()st p()pulilr c()ins. horl,ever,
havc hcen llro\'ltxlu1;6g panrias. Since

the series rvils inxugurJle(l in lr)u2, the
l,lloc hxs usc<i over l.-5 rnillkrn ountcs
of gold to rnlkc the pandl r.rrins. thich
fcaturc a tliflcrcnl design cach yelr. TIrt
nxrst popullr I ounce gol<l coin currentlv
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A New
Chopter in
US Chino Relotions

RobertA. Kopp

R r tlrt tirrrr r,,rr rt..r,l rlri- i.\,r( ,,1

I ) ,,u,7jl1 I \ :(L r(1.,r\ .,t r ,,I,
F\,,'"u.ll,,r lJt,,\\rr rrrll lr.rrr r,,rrr

L/ t,t.r",t lri. lrnr 1)lli(i.rl \i.rr I,)
(.lriD.r. :r(r(,flt1):lnr(rl l^ .r rrni()r irrt('r
irucn(\ (l('l(girtir)n ol l S olhciuls :rrrcl ;r

grotrp ol ,\turlir.'rn (.1:t )s in kr'v li . ol

I \-(llrrir l)lr.inc.s irrl(nri)ti\(.\. l'rniux(.
intt.r\ltu( lur(. .l11(l I('l( (ortlrltrlrll(.rlrr)rr\

\\ (lorltrlrr'r({r \(\t(1.1r\ lln)\\n r\ llr('
r'.,rrkrrrg l r r(l,r(., IrLrri\( I,, tlr, l,,irl
(l()lrlrissi()rr or'r (l)rrlIl( r( ( .rncl l-r:rrI
(.1(l(.1 ). rl)c lril.rlcr:rl torrsrrII.rtirc lrrrrrrrr

tltut ,.'rrt rgcrl rrr th,.' rrrr.l l')s(l\ .t\ ;l ( ll.rrl

ncl lor rli.trr..ion ril i,irrrrrrtrcill Irrolr
k.nu lrtrrtr.n tlrr.' nro rorrntlics.,\llcr rr

lon!l lri.rtLrs iollorrirrg'l iiln]nn)r'n- llr(
I(.(l'l llir kcrt'rl lrurk t,r lilc rn I)ttlrttlx r'

l(/91 \\ lr( rr llrrn'(.,,rrrrtt(trt rcc rUl.rtt
IIirl).r:r l'r:rnllin lrr\r'ltrl to ltcrlrng

'I Iri\ ru( (1ing \\ ir5 li,llo,,,, r'rl lrr .r scsst,n
in \\'.rsll[]{l()n llris l):r\t 1l)rl Al thrrt srs
\i( )rr. \ r )rii rnr !n rtrl). r'orrr r'rttrl lo r lr.rrt's
tortrrrt,,rr tr,,trrtrl .rn(l Inrrrrt',rl rlslrtrtr rrr

:rrrlr'r'itorr .r\ lnlr)rrl.rtr(,rt ttLltrt,rIrgrr''.
l('l('(r)rr)rrrrrrri(.rIiort\. lr.ln ln)rl,rti()n,,r\r.l
ll()rr il rl :lirll()ll rnlIir:lItrtlLrIe. rrrlonrrr
1i\c\. (rl(rg\. sr'r1'iu(s .rrrl r'rrr ir'dntrrr'ntrr I

tct lrn0loqr(s l'hc I)('\rlr\(' l()n('(,1 Ilr('
\l)nl rr(\1i,rlt. P.rr(l tlr(. rr.l\ iirr \Lrrr'
t:tn Ilt )\\ ll s ,\u1.lusl fl]is\ir rl

l'llrllr l rL'\l)1)nr( I() irrr i vilxlii)rr ( \
rt rrtl,,l l,r t'lrrn.r'. \lrrrr't, r ,,1 I,,r, r(n
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LETTER FROM THE PRESIDENT

t.U\Er
u
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A

lracle during thc-ir April talks, the Rrown
trip is als() intendcd to convcy at a very

senior lcvcl thc Clinton Administration's
rhiding c()nrnritment t() tlS-China relr-
l()ns. Hr()\ 'n s visit scn'es to rc-t,rttphlsizt'
wxshingk)n s <ledication to a lxlancccl

Ix)licy of "constructive engagenrent ' with
China rathcr tlun thc singlc-issuc np-
pr<:ach cslxrusrd b' s() e (rilics of thc
Administr.lti(,n s Most !'r'\'()rcd Nation
(Ml'N) decision (.,i(? 7r., (.7JR. .luly'August
1994, p.6).

On thc pmctical side, thc visit will in-
cludc l orajor signing cercnxrnv kl unclrr-
r,(( )rc I S g()!cmnlcnt \upfx)n li)r Anl(ri-
crn c(nnpxnies biclding on nrrjor Chinese

projects. l llc Administ(lti()n clcarly sec'ks

l() re:lsscrt l's c(nnnercirl \,itality in Chinx

after *atching kc;" EuroJxan lcades ccrc-
nronirrtr.lv ink lrtrgc clculs for thcir husr-

nesspeoplc lhis spring. u hilc tlte LTnitcd

Stales dcl)alcd whcther to unplug trlcle
rclati()ns \\'ith (:hinr altogctlrcr.

Als() (xr llr()$'n s itincrirn, r,r'ill l)e r tls-
Chin:l IluNnq\s C(lun( il-h(,j'tc(l s(nrinlr
lirr t S lntl t)lrrnctc rcprcst rt:rtrvcs frortt
itrclustry. gor,ernnrent. and the research

scctor. ancl l (louncil lun<Jrcon at rvhich
the Secret.rn $ill girc thc nrxi()r policy
eciclrcss oI his visil. 'flle (;ouncil is
pleasccl tr: lt ahle to c(Dlribute t() the
Sccrctary's trip and also kl lt acknotvl-
cdgecl bv thc Adrninislration irs the key

represcotatlivr ()f the llS l)usincss corn-
rrunity in (lhinx. ln thxt ()lc, thc Counc il
has convevecl lo the Dcpannrent of Com-

nrcrce (l)O(:) a st1 of issur's ()l c()ncem
t() ()ur 260 nlcnlber c()nlptniei ( r'ry b()x).

That Sc(rcur-.\ llr()t!'n is $()rking l() dc-
vckryr cl<.)str links with llis llovcrnnlent s

(;hinese a()unlerpilns is :r wck orne devcl-
()pment. Vilh the Sll'N n tlcr rcs<llve<i.

l)()C rnd otllcr agrncies no$' h:rr,e far
ntore leen'ir1' to cxpl()rc a!'cnucs (r'c(x)[>
crati()n l)ct\\ccn ()Lrr two c(\lntrics. ()ne

cxamplc of tltis tvpc lrf crxrpcration. the
rcnesal ol high-lcvel legal srtrinars de-

signcd t,r :tt'rlrraint Chin:t's Juth(,ritic:'
\\'ill'r thc (-()nlcnl xnd ()pcr!tion ()f l-ls

t,:rrrrrrerr iirl llrws :rnd l'rrntilirrrizr.. Arrtcri.
cans u'ith (ll)inx s cnvir(nrnrcnl. is cr.-
pc( tcd l() l)c:rrrrrruncc-d durin8 thc Sec-

reury's visit.

Tlrc imporlunce of being posilive

\0(/ith so nranv ['S businr:sses nou'
firnrlr' on tht gr<luntl in (lhin:r. il strong.

11( )r ('rnrlr('nl-l()-l.l()\'r. rnrttcnt ugr'nrll in
tmdc lnrt cornurcrcc is r \ ilxl l)xn ()[ thc
l'rilutcr.ll rclnlionslliP- !-()r l vrricLy ()l his-

torical reasorts. (:hi!t:l renrai,rs.r "h()t hul-
t()n in lrS p()lilics: it ciln l)ecomc a frral
p()int of inlhrrlmllt()r! (l(nncsli( p()litic:ll
(l(l)lllc in :r uuy tltut [e$ otltcr cr)l.rntrrcs

can. lt is therelirre inrportunt lirr thc
t'nircd Starcs t() higlrliglrt rncl huild upon



lhe p()sitives of t-ls-China c()nnncrcixl re-

lations if thc overall rclationsllip is to
rvithstrnd the assault of the vilri()us c()n-

grcssional lnd other initiativcs lh:lt will
no tloubt arise over drc next fcu ycars.

A p()sitive, on-the-rec()rd c()nrntitment
to bihtcral cooperation is imponxnt bc
('Juse tradc. rvhile a kev c() )p(mcnt of
thc I'S Chinr rehti()nship. can elso lx' l
ri()urcc (rf friction. Americxns nuy firrnc.

ililh g(x)d reason. over lhe the :rhscocc ()f

r.rri,rrrs Igrtl irnd ( mnl(r(i:ll in\lllulx,ns
in (ilrinir, and the Chincse nlay grin(l their
terth over s()me aspect ()f []S govcrnntcnl
llehrvior loward the PRC. but lrotlr sides

r(\,'8nirc llr.rl .r uorltl withuut clisPutcs is

a pipe drcan). Trade conilicts xre hcrc to
stilv, c\.cn in thc' best of tinres. Our g()xl is

t() prevcnt lhcnr fronr escalaling into full
bl()\\'n crisrs from qhich neilhcr side cxn

cnrerge und]rnlaged.

Active g()vcrnnlent-t()-g()vcrnrnrnt c(>
(rl)(r:rtir)n in trJ(le :rn(l ra(,n,)rrri( Jlfilir'.
ils nlunifi'sted by lhc llr()wn trip, pro-
vicles a necess!ry'balancc 1() lhc n(galive
crrrrrnts in trs-Clrina rehti()ns. vith()ut
srrclr crxrprration. the incvilal)lc a()nlliats

o[ tlrc traclc scctor-lnd the scri()us di-

vergences of vic\\ in n()n-trade areas thrl
la)'at the r(x)t ()f rhe MFN crisiri-might
once aSain c<>rrodc the political consen-

sus that is ir prerequisite for stable LIS-

China relations.

Listening os well os tolking

As rve applar.r<i thc resumption of.{F
operxti([ irnr()ng key rgencies of thc trS
.rnd Chinr,.t. l{. )\ (rnmcnls. \oms (.lution

Jry nolcs Jrc \\{,fllr rc,)u-mberins. C(^.
ernrnc'nl-l()-l.l()vcrnrrcnt initjatjves, panic-

ularly those of two larg!' c()untries, rarely

frt neatly inlo dis.rete p.rckages. S(nllc-
times dilflrcnt lLgencies wilI each pursue

rht-rr ()wn prrtc(ts ur(h(,ut \ufll( i(nl rn-

ter-agency ((x)rdination, generating du-
plicalit'r or rven contratiictory effons. wc
harc t,r lrrpr'.rn,l rrrgt.th.rt thc rnitixti\c\
aclvanccd b\' Se(rclrr) Bro+,n lrnt! his
Chinese c()unlerpJrts \l,ill truly he intr-
grated int() c()hcrent national appnuchcs
by botlr counrrics.

Iligh-levcl visits are also high-visihility
:rffairs. '0Uhilc synrlrolism is one ()l thc
greal vinucs ()f su.h visits. it can ring hol-
lotv if it is D()t lxter cemented \\'ilh con-

crele acti()n. As seni{)r leaders alNays

q'ant Io he ahle t() announcc ncrv deals
or polit rer on foreign lnps, f('ll()u up vis

its by representatives of lroth govern-
mcnts would help galvanize borh the
(lhinese and LIS burexucracies k) under-
trke solid initiatives. \(e hope that the
sccrctxry's visi(, irnd the p()gress that it
('an cngender, rvill cltalyze futurc visits
l)\' increasingl)' senior US and Chinese
lcaders.

'l'he Secretary's trip. lncl the rnessage

we expcct it to offcr-a post-l\rFN US

policy toward China lhrt hlls nt its core
tlrr: grnl of enhancing business relatbns
with the Chinese-a.e vcry good news
lirr Council members as well as the wider
I S-(:lln.l l)u\in(.. (.rmrnunrl). Bronn'\
visit makes clear thrt thc United states

has turned an imp()nanl (\)rn(1r in its rela-

ti()nship with th(' Pe()ple s Rcpublic. and

thxt il will now lppnxch thc I'R(: with a

(1,rnn'rilmt'nl t(, huil(l J nn )rr, a( 'n(t nral ivc,

positir< prnncrshrp. fl)(' ( xp(r't( d siFn-

ing oI scveral mai()r (()ntrrcts f()r US

hnns irnmecliately after thc (:()un(ils lun-
r lrrrrn s<ssron uill lrrrglrtt.n l)ihtcr:ll spir-

its. [.et s hope thrt this is iusl rhc first of
nunY such eYents in fhr futrrrc. ft'

Front-Burner lssues

ln xnti(il);lli()n ()l Sccr( txr'\' Ilft)\\o \
rrip l() (.lrinrl. thc (i)tlncil sulntlitlcrl .(rD-
rn(.nl\ l() IX)(l ()ullioing :r ntrnrbcr ol-

rrrrrr'r.rnt of orrr nrenrl)(,r ((nrll)irnies. (\lr
(()rttr))cnts lircttsecl on lt tltsrrr lo stc

Pn rtress in sclcral arels,
! A monB open Chines€ market li)r-
( illn (\)rr)pilrries Inx]'l)ot ('trgirllc in lin.
cign trrtrlt' in Chinir rn(l lr( l)r{)llil)itc(l
llrrrr prrti('iplting in nrLttlt ol tlrc scr-

\ i((' sc(t()r \\'c bclit'r'c lirrcign r.l)rttPe-

nit,. slrorrkl lrr prlnrittcrl l() eslrl)li\l)
llrll\ llll( )-r.ll('(l (,1\'r.rtx,n\ rr) ('lrr].r. rrr

t ltrrling irnlrrrrrng. r)rxrlul:r(luring. nl:rr'
k!1iDg, (lisrril)ution, s!'ni.(, irn(l,nrlint(.
nltnr't, l'trrlhcrntot'c. \\'c Ir'olxrst tltltt
(llrirr;r rrllrxv Ih( gr()\\1lr ol lirr',. igD p:rI
ti(il)xti()rr ln .crlicc inrlttstrirs. rrttltrrlrnr.l

insLrr';rnr't, il((r)unlirlA. llrs. .rnrl tr.rrtl

I A clcarer and morc unifornr Chi'
rrt'st lelal system \\ e rurLr likr t,r st'e

Itr'r,rrrq crrrl I'rrtcltr,L t.rtr, rIrI('r,( I( rri ( r

comp:rn\' ()p(jt'.lti()ns'Ihc problcnr eri:'ts
in hrge pan lrt'clrusc grx cmntcnt orgitns

lre rcsponsihlc Iirr rnonitrrring frrrtign lc'-

li\ it\ irl ll)(' \'( rv l)u{lncs\ \c('t(,t\ i,r
$ hi(Jr thcir ()$n spin-()If.()rp()r.ti()ns
Dorr C()nlpele. wc h()pc thet thc Chincsc
rvill prrrrrytly issrre encl cnforc'e dctailerl
lx\\'s clirl)irlxting this urnflict of intcr(:'t.
as scll us publish rlrxr p().edurJl gui(lr
lrnt'. li,r lrl:Pt'.rlrnF lrrrrr.rttcl.rtr. ,lt r r-
si(Ds. A( hi.\ inl Progrcss in this urclt \ ill
also rcrlrrirr strrngthcninB inrpilniul (lrirn-

ncls lir[ cllertire rcsolution of disPrrtr.s

r(l:rtr'(l 1,, ( lLx.( 1.1,'\(,nnrcnl , 'r,,l.llli/.r.
tioos.

I Better protectlon of intellectual
property rlghts l'irlrting ()f i):lt(nts.
trirdcnrrrks. urrrl ,.oPrright' is.r signili
axnl Irirfri(,r l{) l(,( hn()l()g\ lrilnsl('r lr)
(-l)inll \ llile re( ! nl \ (':lr\ hltr e lrrotrtlrt
inrpr'l,\ (1I( nl\ in tltt'L11ul rn\ir()nnr!',11.
l)(,tll strung(r l.rTrs enrl rliligrltt tnlrrrrr'-
rr(ril ,rr( (Ilr,r.rl rl I r.rrrtl otlrr'r l,'rr'rErr

firnrs arc to avoicl billrons of dollars of
lr'\\cr (x(h r't:.lr :rntl tl' rrl.rlor l'\.(:ltin.r
lr.l(h (1)nlli(t\.rrc l() l)( il\r'i(lc(1. LhinJ
necds t() stren8then ils lllq,s, J(ln)inistra-
trvc s)stcr)], and c()uns l() pr()lc(l inlellcc-
Iurl [r()pen) riglrs.
I Stron8er envlronmental protection
IIS rDrrnullclurers t(x) ()flcn l()sc r)ut to
(ihincse lnd ()lhcr (rntrp(lit()rs \\'h{) cm-

lrli,t nr(\(tnc.tl ( nt irr,nttl( l)l.ll pn'l(1li,,n
nrt,lsrrrcs lnd thcreli)r( (irn nr:rrkct th(it
grxrds lntl sei!'iars irt Lrrrr'r trst V't lx'
licvr thxt n()t ()nl! llS in(hrsln':, inlcrests.

l)trt :rlso thc $elfarc rr[ lltc (]hinc'c pe(F

l)l(, $1)ul(l hc scncrl h1 o)()rc !illor()us
enrironnrrntul pr()t(,(ti()n. lliglrr.r stun
(lr(ls in r[l() cIl)issi(xls. r'nt'rgr bt'PIrr!-
,r( I\ .rn(l polluli()n rli.r lr.rrgc lr,rrtt clrcntr-

rlrl rurntrtircttrring prx'r'ss<'r s'oulcl scnc
tlre clrr:rl purposc ol slrc\\inj( I'5 in(hr\rrill
slr(ngllts xn(l lrrrnging to (.lrin:r rlelner
.It,l \.tli.t .'Ut(, l, ni\ (.. In,\\(rI(tx.tJli(,n.
iln(l ( )tllcr lc(hn( )l( )gir\.
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COMMENTARY

The ight Time ond PlR OCE

Michoel F. Roehrig

I Michoel F. Roehrig recently complet
ed o Ph.D. in politicol xience ot Ohio
Sioie University. He is the outhor of
Foreign )oinl Ventures in Contemprory
Chino, to be published by St. Mortin's
Press loter this yeor.

rrlri rrr'r'rrtl) to .rlrlrt lr lro.rrtl ol J
rc( lr )r\' rrl(clinll .ll il Slr( kt,(r i,,irrl \ ( ri

Irrrc. I:(,ll()$ ing tl)c nlcctirll{. lhc
luurtrs lirr lhe (lllinrsc rnd lirrcign

lrc cxpcrts ()n (;lriD(s( llNv. ll()r'r' tlrt'r.
rkrr.s ont, tlncl llr( ril.tl)l l)rrs()u f()r ll)c
riglrl i()l)7

When to look West--.

\IheD initixting l lrusinrss <lcel. lirr-
crgncr. ncrrl l,' Ir,lv Irlflkrll:rr illlcnlr,,rl
to $tich t1 1't of lau vcr--{lhincse or li rr-

cign t() retilin. In l;cl. irn.rtl()rncy is n()t

alrl,lys re<;trirccl lirr lirnclions strch ls nc-

ll()tirrti()ns. A n(nr-lx\r')'cr rvith strhstentiul

knorvlcclgc r)l ll)c (.llines( lcgul systeut

nlrv I)r ill)le l() gcl llre job cirnc nlrre cl-

ti'(1iYcl\. ls sutrr.,sslullr- rrrnrplcting a

ocg()tilrti{xr in (.hinx ()licn rrxnes cloNn
l() thc xl)iliry ol tlrc lirrcign ptrrncr l(,
lxrglin lnruncl thc hu sitlrorrt lrctrr:rlll
vk)lxting it.

(-lclrly. ltoucr.er. nurst llrms rvill 'ulnl
tlrc aclvir'c of lcglrl r'otrnse,l. Ilrrt lcscltlr
Irccrnllf c()n(hr(led ir1 (illinx indi.lll.s
rn.rn\, l,,r(rtn (r)r)tl\:rn\' r(l)r(\(ntJIr\(\
arc dissutisliccl sith the agqrcssivc. r'on-
fronlltir;nel stvl(s ()f nrin\' \\'estcrn'
tctinc'd hsl'crs. 'lht, r'onrp:rnv represen-

txlivc's clilirncd llllll li)rcign iln()rnc!s t(x)
olttn litrrs,,n leB.rl rrirrtrtrrrc antl .rlitn
iltc lhc prospcclivc (:hinrsr husiocss
prnners. ()nc p()ssilrle u,lrv to lrrritl srrch

problems is l() l)xlc ll rcprrscntxtive ()[
thc lirrcign punncr uctu:rllt rrrnduct tlrc
ncg()liirli()ns, sltile thc \\ estcrn l:rurcr
:rcls :rs hcr constrltant

While u lirrcign lrtslcr scll-r'crsccl in
Cltincse llu lrnrl lrrrsincss prxctices luilv
lrc ln iclell playcr in :t consullanl

sirlcs prr'pare<l lo s ritc trp s'hat hatl tren
sl)ir(.(1. lfut crch lxu.ycr's n()tcs ((Jntlline(l

cornplcrc.ly in(rnlpJtible legll intcrprtru-
ti()ns ()l' tlle (lis(ussi()ns. As :l c'(nnl)r()

nlis(, tlre j()inl vcnlurc ntanagcr. rvho llircl

ll nllslcr's tlcgrcc in law fiom lr (]lrincsr.

ur'rivcrsily, was eskecl to l)rcscnt hcr
notcs: ltllt'r s()nlc disctrssi()n. llre t$()
\i(l(\.r(i(ln((l ltcr vcrsion us tlrt lrrrsi.
lilr Ilrc nrinutes (, thc nrecling.

'l'llil' rit()ry illustretes tlrt vcry rlilltnl,rt
lx15l)c('li\'(\ (.lrn(\( JnJ lirrcign j,rrnt

\,cnlur(. l)irnners olien havc on llru,s lrnd

regulrli()ns.'llrt tllc also untlcrscorcs rr

[irrcign rrrrrp:rny's ncc(l l()r ncg()tiul()r's
u,lro rrnrlcrslantl thc expertrrtions ol' lxrtlr

1lrnir.s, lrnd x j()inl venturc s nrerl lirr lr

rrpr(scnl:rIi!c *ho cen b:rrglrin r,'llir'-
li\.cl) (nr ils lxhxlf.

Vhcn cnrb;rrking on r Chin:l vcnlrrre.
n).lnt wr,slcrncrs-pxrlrcul:rrl)' Al]rcri-
cilDs-llssr.llr)c thilt their business (leill-

ings u'ill lr guitled by lawycrs, rs is tl)c
cusl(rD iD nrany Wcstern a()untrics. lJut

Ii)rcign(,rs ent(]ring the Chinx rnilrkcl
slrorrltl lx, lu'are that la*,yt-rs-*tcthcr
Cltint sr, or lirrcign-play trr dillcre nt
roles in (lhina tlun in thc wcsl. v/ith lll('
expkrsion ol ncw laq'finns rnd constrlt'
ing gr()ul)s dctliceted t() (llrinx-rcl!tc(l
ilctivitics. thcrt is no slronage ol inrlivi<l
uxls-{lllincsc encl lirrcign-tllirning to
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Foreign lowyers moy

be mismotched to

some Chino work



role-in ioint-ventr.lre negotiations. hir-
ing a Chinese lawyer to handle this task
may be a mistake. Chinese lawyers tend
k) te m()re hesitant to challenge China s
legal system. especially on behalf of a

foreign corporate interest. Once a ven-
tute is operational, however, Chinese
lawyers often prove invaluable, as they
have the necessary legal and cultural
knowledge to bargain effectively al the
local level. A foreign lawyer, in contrast,
even if fluent in Chinese and knowl-
edgeable ahout Chinese business prac-
tices. may be ill-equipped. especially in
light of unpublishe<l or neibu rcgtJla-
tions, to deal effectively ar the local
level, where bargaining though personal
contacls is exPectcd.

...ond Eoil

In fact, one Vuhan ioint-venture man-
ager I interviewed last year stressed that
every joint ycnture should have a Chi-
nese lawyer "if for no other reason than
to supervi$e the hundreds of contracts
you go through in China." This manager
found thal contraos he has signed wirh
the city government have not been a

problem, with each side living up ro it.s

responsibilities. Contracts signed with
other units, hrrwcver, have resulted in a

number ofdispures.
ln one instance, the manager agreed

to pay a sel amount per month for the
right to build l \later pump in a nearby
village. Ilut whcn the village mayor who
had signed the contract died, his re-
placcment declarcd the conUacr invalid
duc, to the original signatory's dearh and
demlndecl extra payments to keep rhe
pump ruoning. The joint venrure man-
ager refuscd to pay the extm money and
thc township shut d(xvn the pump. The
vcnturc is non relying on an experi-
enced kral laeyer to negotiate a settle-
ment and supervise the formulation and
implernentalion <f contracts signed n ith
other panies.

Lawycrs in China are often limited ro
consulktion and bargaining-work for
which a r,Jycstern law dcgree may be su-
perfluous-becausc of the immature na-
IUre of the (lhinese legal regime and the
great im[x)nance Chinese place on per-
sonal relationships. .{s Chin r's legal sys-
tem is still hing developed, it tends ro
be unpredictahlt.. Interpretation and im-
plcmentati()n of foreign trade laws in

Successful

completion of o

negotiotion

in Chino often

comes down to
the obility

of the foreign

portner to borgoin

oround the low

without octuolly

violoting it.

panicular remain opcn to negotiation.
M()reovcr, chronic resource shortages

and transportrtion inefficiencies make
bargaining beyond administrative and le-

8al lx)undaries a flct of business life. ln
su(h an environment. the skills and ex-
penise of a foreign lawyer may be ill-
matched to the venture's needs. A loclll

lawyer with srrong personal conneclions
can probably bargain around the law
and through the 'back door" (bou men)
on behalf of a ioint venture more effec-
tively.

A hoppy bohncc

Decentralization of decisionmaking in
China has given substantial freedom to
local bureaucrats to interpret ambiguous
laws that apply to a foreign investment
community perceived as rich in financial
resources. Thus, once they are up and
runninS, Sino-foreign joint ventures
should rerain the services of people
knowledgeable about Chinese ioint-ven-
ture laws, familiar with Chinese culrure,
and able ro bargain effectively in a sys-
tem in which the 'rule of man" is
sronger lhan the 'rule of law." Few for-
eign-trained lawyers meet these criteria.

Foreign legal counse) may be very ef-
fec'tive, in contrast, during the establish-
mcnt or dissolution of the venture. Laws
and procedures governing these proce-
dures are generally straightforward, offer-
ing less nxrm for interpretation and ma-
neuvering than is present during the
ncg()liati()n ()r operational stages. *,

Helping U.S. Companies
Succeed in China since 1978
AssistinB in Strategy, Presentation, Negotiation, OffJineCommunications

"Understandin
organtzatrcn $

q the,,motiuation of the Chinese
Key.

- George P. Koo, Sc.D, MBA, Managing Director

A
\,,

International Strategic Alliances, Inc.
1265 Montecito Avenue

Suite 109
Mountain VieW CA 94043

Tel: 415-959-1671
Fax: 4lU969-1673

I

Former, Vice President, Chase Pacific Trade Advisors
Managing Director, Bear Steams China Trade
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"Second-Generotion"
MNCs in Chino

$ephen M. Show ond Johonnes Meier

n rcttnt yern. China i relilxrkJl)l( e((F

noni( progress has led orultinational

c()rp()rations (MNCs) already oPerating

thcrc k) rcvise radicllly their vicw ofMore ond more

comPonres ore

investing in Chino

for strotegic reosons

r Stephen M. Show is o principol ond
Johonnes Meier is o consultont in the

Hong Kong olfice of McKinsey & Co.,
lnc., on inlemolionol monogemenl
consulting firm. This orticle hos been

odopted from one thot originolly
oppeored in fhe lkKin*y Qwiefi,
1993, No.4.

IO Ihe Chino Eurinesr Review September-October I 994

thc c()untry's opfDnunities and redouble

lhcir cfforts t., capitalize on its fx)tential.
As thc scni()r managers of many North

Amlricln, liur()pean, and Asian MNCs

come to hclicve that the forces working t<r

open up China s economy arc irrcr,er..iible,

thry arc hastening t<l expand the scalc',

:.cupc, rrnd slru('turc ()f thelr J(tiviti(i' rn

thc country. To understand thesc chlnges

in nrore dciail. McKinsey sun'cyed 1'I

NrN(ii (cight induslrial companies and six
(onsunrcr go<lds enterpriscs) from July-
Srptcnrl)er 199J. All of these firms hitvc a

significant prescnce in China and are re-

glrded by Chin.l-watchers as successful.

More than hllf are earning a rcturn ()n
salcs of l0 percent or more from thcir
Chini-brsed businesses: another third re-

fx)n rchic!'in8 rctums of (>10 percent.
'l'hcsc c(nnpanies are not in China t()

t:rke advantagc c>f is k>q' lakrr costs and

rlrcn jump to anolher country u'hen de-

vekrpmcnt incx()rably drives thosc cosls

up. Thcse companies are there for thc
long haul. 1'hc'y have already figurcd out

h<lw to nrake profits and $ustain them
()ver time. and are working to k)ck out
skrwer-nroving competitors. In pa(icular,
tlrel lrr'[rrusing on rffe<rivcly managing

key hral panners, kceping their business

systems simple, and laying organizational

foundations for a nati()nal presence.

Worth the woit
Chinr is-and will long remain-a diffi-

cult and unce(ain operating eDvironment

frrr MN(ls. llut thc long-tcrnr e(()n()ll)i('
opfx)nunitics China ofters atc so remark-

ablc lhlf s('nior managers s'ill find it pru-

dcnt t() pay attcnti()n to the experiences of
thosc conrprnies ntost acive there'l() datc.

l\llnv of these pi()neers are nos' nl()\1

ing. purp()selully and aggressivel)', inl() ir

distinct sr(()nd Sener.rtion ()f busincss a(.
tiriry in Chinx. lhough it is t(x) exrly to
gcneralizc llxrul e set of broadly applicl-
blc l)cst pra( tices' for others to follo$'. it

is 1xrssible to detect a pattern of devclop-
rlcnl lhat chxracterizcs successful CIrina

invcstmcnls (.Jcs'lal)le 1). ln virturlly
cvcry casc. tltc cornpanies *c surleyed
belqen u'ith ()ne ()r t\1'() small vcntureF_
srnirll lroth in financial cofllmitnrenl 3nd

in scale rclxti\,r t() the parcnl s Slolxl
business lincs-as x qay of putting rn
()pp()nunistic l()c in the Eiler. In l\'()-
thirds of thesc crrly tentures, invesle(l

capitll lmount.-d to Sl0 milli()n ()r lcss.

Ji) s(nne cxtent, dris path $as diclatc(l
by ()hina s ccntral government. *'hich
througlrout the 1980s closely c()ntrollcd
which lirreign f,rms c()uld enter the- nrar'

ket, in which p.()duct categorics lhcy
nrighl corrrpcte, in which geoliraphical
arcas thcy migllt operate. and with
u'hich locrl panncrs they might do husi-
ncsr. Al tlle time. ,'uch a(,nstrainl\
se-cnrcd bcarable since the reason ft)r
enlry q,as n()t s() much to capture sPc-



cific opfx)nunities as to leam
how to do business in China
with a minimum o[ risk.

Ovcr time, howevcr, some
ventures Proved so troublc-
some that two of our survey
panicipants lost their inirial
enthusiasm. Llnreliable part-
ncrs, low sales vcllunres.
scarcily of l<>cal managerial
talent, and problenls with kral comrp-
tion all contributed to decisbns by these
MNCS lo limit---{r at least sharply decel-
crate-fu rther investmcnt in China.

llut most of the MNCS interviewed
trxrk such frustrati()ns in slride, viewing
them as an unavoidable pan of the leam-
ing pr<)cess in a (omplcx and unfamiliar
environment. After a few years, these
comp nics nrade explicit, slrategic deci-
sions to move beyond the experinrenral
stagc,. ln practice, this "s!'cond-gcnera-

lion of activity involves r.rpidly expand-
ing txxh the number and the size of their
China ventures. If currenl neg(xiations
are complerecl successfully, nearly all of

For secondgenerotion MNCs,
the obiective is to build ond hold

o dominont shore of the Chinese

morket, ond to preempt, if possible,

entry by other AANCs.

the companies we surveyed will s<xrn

have a minimum of four separate ven-
tures in China, and seveml will have <ryer

a dozen. Accordingly. t}ey plln to r:rise

their invested capital in the coun(ry from
an averugc $50 million per MNC todry to
more than $200 million s'ithin three
years. By c()ntrast, those MNCs that still
()perate in first-Hencratron-or (xpcri-
mental-mqlc have a c-urrent exlxrsure.
on average, of only $10 million, which
they plan to raisc to $50 million by 1997.

l{ore is bomar

To s(rme extent, MNC5 create multiplc
ventures to deal q'ith the fragmcntcd,

sub''11111. 11,1 r\trcntcl' I()'
ealll orrt'ntul n!trrrc ()l nx)sl
r)l tlr( (.hincse cc()n()Ir]\'.
'l hcsc rlr:rrlctr,ristics rrrt vcs
tigcs ol tlrc lril(lili()n:ll c()or

rnunisl I)l:l n n ing svslcm.
\\l)r'h [)r l)()liti(lll us scll lrs

\lrilt( gi( rc:r\()ns s<:uglrt trr

tlt'r rloP .cll-strllicicnt t'r o'
nortr ic t clls' \'ithin cuth

province to sene a highly dispenied set
<lf demand centers.

Multiple ventures are also necessary
because China's cxtremcly p<mr transp<ln
infrastructurc makes it impossible to
source or distribute g(nds over great dis-
tances. For evc,ry thousand square kilo-
meters of land. for cxample, China has
only 108 km of roads (compared with
56J in South Korca and 684 in the United
States) and U km of ruilroad track (com-

pared with 31 in South K<trea and 44 in
rhe United States).

The rapid move to multiple ventures
also reflects the raised stntegic sighrs of
second-generution MNCs. For these firrns,

TABTE I
Stoges of MNC Business-Building in Chino

STAGE I
"Opporlunisti.

Grpa mcnler'

STAGE 2

''Slrolegi. inverlor"

STAGE 3

"Dominont
locol ployer"

Primory
obiccrivcr

Estoblish smoll locol presence

Leorn obout morlet

teorn how to operote ond
monoge business in Chino

Build brooder mr-'lti'regionol or
notionol presence {throuqh
soles or focilitiesl

Preempt compeliiors by s6izing
ir3l-mover odvonloges

Secure dominont shore o[ morkel
within industry soctor

Shope induslry shucture ond norms
b ochieve susloined superior refurns

Assess risks ond rewords of
moking oddifionol investments

De"elop substntiol locol
monogement copobility

Kcy choroteristics
oI operotionj

One or hro ventures ochi€vino
limitcd ccreroce; on extensio; o[
troding-bosed opportunilier

Simple operotionswith low
ossal commilm6nl/a,(posur€

Active experimenlotion wifi
locolizolion, business system
design, ond grcrtnerships

Multiple venturB in vorious
locolions ond/or produa
oreos with umbrello monogement

High exposure trc Chino soles

Substontiolly axponded
business sysl,ems beyond bosic
monufucfuring into soles, s€rvice,
produd design, elc.

Close corporor rocking o[ progress
in Chino vs. kq/ compolilcr.

L.Yql of corporole
€ommitmant to Chino
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Hish Extremst high
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Hight locolized monog€rnent
running signrfi conl operotion3
(full business sysem)

Viewed os truly locol ployer by
<onsumers ond os morket leoder bv
customers ond suPpliers

Vie{,,ed by govornment os long.te.m
portner in oiding Chino's economic

Progres3

Signiftconl eomings eogine br
lhe corporolion



cxpcrimentation is no longer the goal;

thc new ()biective is to huild and h<.rld a

dominant share of the Chincsc market.

and to pre-empt, if possible, entry by
otller l\,lNCs, of c<rtrrs(,, whilc mrking
g<x>cl profit-s.

The MNCs \r,'e intervicwcd indicated
thcir xverage brcak-cven llrgct ft)r sec-
()nd-generution venturcs is ()nly 2.9 years.

To rcirch this tJrgct. th(y urc rJevoting

significant energy k) ovcrcoming pftrl>
lems with local panncrs and t(, strength-

cning their business r)rg.lnizrti()n.

Monoging bcol porrncrs

ln manv cases. firreign invcstors have

disc()l,ered that thcy rnd tlreir Chinese
panners have c()nflicting agendas. Chi-

nesc panncrs, in gcnerdl, lrc much less

intercslcd in winning market share and

crcatinS entry hirricrs for corrrpetitors
than in gaining rccess t() tcclrnology,
know-horv, foreign cx<hirngc. and new

iobs. Ilven so. finding and cultivating
g<xrd local partncrs-rll()st c()mm()nlv.

Secondgenerotion

MNCs hove begun to

dilute the influence---ond

the equily holdings-
of their initiol locol

portners.

govcrnrnent-controlled fact()rics tlrat rc-
p()n to th( rnttnicipll hurcru oversccinrl

their industry-remains vital for troth
husiness lnd legal reasons.

Ifi)plicitl-v or cxplicilly. MNCs hope that

their l<xal plnnen; c'an add valuc to their

ioint vcnturcs in 3 variety of u'ays. S<urc

\r'ant rssislancc in scning up <hy-tt>day
opcrations: lt:r cxample, in securing Plant
space, personnel, sources of raw matcri-

als. rncl rcady-madc sales and/()r distril)u-

tion channcls. OlheIs dcsire a(cess t()
pr()icct ()pp()nunities, markcts. flcxihle

rulings on the usc ()f foreign exchange <tr

statc funds. and sometintes even fiscal

concessions. Naturally, MNCs also scck
guatri-lhe infirrmal conncctions so cs-

sential to gaining appnrval for or acccss

to iusr ahout cverytlring in China.

In pru.ticc, howcvcr. thc value adclc-d

b1, local operating partntrs is usuelly
quite l()$' t() lrgin e'ilh, and stc-adily de-

clines over time (.set,'l'ahle 2). Many of
these f,rms arc sinrply trxr thr down thc

chain of trrrrrmlncl to influence either the'

sctting or thc appli(ation of govcmntcnt
p()licy. As l rtsult. sc,.r rnd-gcn erl I ion
MNCS havc l)cgun to dilute the inllu-
encc*and the cquily h()ldinl$----of thcir
initial kral panncni. It is far more imfx)r-
trnt. thcy IT lt<'vs. t(' cslJhlish rrhlion-
ships uitlr tltt dcr'rsionmaking authrrri-
tics-the industr,v ass()ciati()ns ilnd
commissions anrl burc'irus-{hat sit alx)vc
these oper.rting partners like prote(tivc
and powcrlul "nl()lhers." Indeed, for
MNCs, these p()tcntial n'rolhcrs-in-la,^"'
tcprescnt rlle l)(sl r(,ulc l() lhc p('rnris-

TABTE 2
Volue of Chinese Portner in Joint Ventures

Pqdncr volue I Erpc.Ld I DclivcrGd

Po.tnor volue
lo"eroge response)

hish
34lt

Decreose io
volue of porlner
oYGr lime2

Rcothing the morkcl

Soles contocls

Distribu on occess

Guonxi

Moior Soles contocts weoker fion promisad

Distribution obsiocles out o[ fie control o[ both
MNC ond Chinese portner

Portner unwilling to use key governmenl/cu5icmor contoch
lo support JV over ih own op€rotioni

Soles ond mo*aing copobilily inodequole

3.r

L9

Portner reluc-tont lo port wiih hord currency reserves; odds
no rolue in terms ofoccels lo swop centers

Portner severely offucied by periodic domestic
credit crunches

1.9

r.3

Opcrotions

Lobor

Plont ond lond

Moteriol supply

slishr Lobor skill not os promised

Tolcntod empbyees swikh b new componies

Plonl, equipment, ond lond do rrct live up to expectotioos

Porlner unoble to tecuro moleriol ollocolion lor JV

Portner unoble b resolve price, quolity, ond deli,ery
disogreements with ruppliers

t?

t.9
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Reosons for Unmel Expe(tolionso I

f inqntiol contribution

toreign exchonge

lnveslment
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sions, tax conceslik)ns, "l<xked-in" cus-
tomers, and centnl funding thcy need.

MNC experience t() date sugftc.sls that
ch(x)sing lhc right mothcr-in-law is as

critical a strutegic is.sue as ch<nsing rhe
right initial partn(r. G(Dd ()nes nor only
help forcign companies with their early
aclivities; they alvl open the durr to fu-
ture p<xsibilitics. Fr>r example, the mu-
nicipal Sovemmenl of the city in which a

consumer p(x-lu(ts company establishcd
its firsl manufacturing venturc has be-
comc inslrumcntal in hclping it set up
several additional ventures nearby, otF
taining for it significant power supply
contracts and helping resolve worker
management issues. ln much the same
way, thc mother-in-law of an MNC in rhe

chemicals industry is now helping the
company expand ils .l(tivities lo nine
seParate ventures.

Somc sec<>nd-generation MNCs have
begun to bypass l<xal entities and cut
ncw dtlals dirc(ly with thcir m()thcrs-in-
law. AT&T C(). and N()rthern Telec()m
Ltd. for example. have each signed agree-
ments directly with thc State Planning
Commission to help them dcvelop na-
tional, muhi-venture presences thar will
encompass all their prqluct lines.

Such initiativcs arc espccially appropri-
atc whcn thc industry in qucsti()n is pri-

marily under central govemment contKrl
and is believed by the Chincse leadcnihip
to be of strategic importance, and when
the MNC c?o providc clcar value r() China
through, for example. technokrgy tmnsfer,

kxal employment. or exlx)n guamnlces-

In the automolive seck)r. for instance.
Volkswagen helped build ils premier tx>
sirion hy bcing the only maior miroufac-
Iurer to agree not iusl t(, imfxrn auto kits
for l<xal as"sembly. but to transfcr tcchnol-
ogy as well as research and devclopment
management skills to its local panncrs.
The company now controls ncarly hxlf
rhe Cl nese market for paslicnger cars.

The virtues oI simplicity

Having gained expericnce in China's
harsh and often confusing operilting cn-
vironment. successlul MNCs have leamed
the imponaflce of kccping things Js sim-
ple as possible. The business systems
they have established in China contain
only those elements that rcprcsent an un-
avoidable 'price of admission" (e.g..
some degree of lcxal manufacturing) or
that give them a competitive advantags
(proprieury distribution channels). Any-
thing thar is especialll' risky (rr cost-inef-
fcoive in the early stages of markct dc-
velopment-research and devcklpmcnt,
for example-is kept to a minimunt.

Every I,INC will have irs own pcrspcc-
tive ()n busines.s systenr management in
Chinl. depcnding on the specific deals iI
has ncgotiated and its understanding of
tlrc ltrnrl.rm<.ntlrl factors for succ(ss ln
( rncrging rlurk(Ls. H()q ever. sevcfill _sim.

plified lcaturcs lppear common to many
fimrs. According to our suney, l\,lNcs that
rre doing wcll in China tend to:

I Focus on thetr corc global products
afld sell curent-Beneratlon techsol-
ogy. \irhile this rnitude undoubredly rc-
llc('l\ wh t Chincse ( ()mpanies r'rnt [()m
their Vcstcrn panners. there also seems

to lx' an unclcrlying slrategic mtionalc at
work. Given lhc long le,ad time for set-

rinS up plants, there is a real danger of
older technr>logy bcing surpassed by
other ft )reign competitors.
I Shy away from ln<ouotry prcduct
<testgn.'lhc tliloring th:lt dr)es cxurr is

rusrrally lioritcd () adapting prorCuct f<rr-

nrulati<lns lo accommoda(e krcal rarl'
nlatcrials or lo altering labels or instnic-
ti()ns Alth()ugh e fen te< hnology-driven
compxnics in our sun,ey group do plan
l() set up design cenlers in China (largely
to fulfill promises to develop kxal de-
sign capahility ()r to takc advantagc of
qualificd l()cal engineers). most do nor
e()nsider this inrp()rtant for their
medium-tcrm success.

TABLE 3
fhe Simplified MNC Business System in Chino

Degre. o, MNC
involvcmenl

Dcrign/P.oduct
DGvclopmGnt Monufocturing

Very high

Distribution/
Logistic.

Medium

Soles ond
Mdrketing

Hish

Do os little trciloring os
possible, sell current
products

Do only whot is mondoiory

Cenholize ooerolions hc

lweroge monogenrent
ond ensure quolity

Locolize b bolonce foreign
archonge

Let locol portners
hondle unless criticol
lo lucce3s

Set rigorous performonce
slondords ond supervise
closely

lnvest oggressivet ol
cuslomer rnlerto.e
o Dired solesforce
. Service cenl,ers
. Reloiling (os neededl

Pdti6nole Risk of technology tleft

S<orcity of hrol 6ngineering
skills in operotions

Foor o[ comoelitorr
leopfrogging technologicolly

Minimize ossets invested

Porlner oo€rotionr
i""t{i"..;

Ouolity of output key b
competilive succesr ond
fronchise development

Guonxi n*ded br occers
to kohsporiotion

Tighl supervision con ensure
quolib. p.rlormonce

Seladion ond monooement
(nor direct hondlingiol
di3rihutor. i! vibl in
consumer goodr

Building cuslomer
relotionships o criticol

Polentiol b tronsloie quolity
imoge inlo seNice-ownership
experience

Brond estoblishment lev to
Fonchise building

Ne€d hc minimize fixed costs
in bce o[ modest volumes
ol oulsel

SOURCE: McKinsey & Co , lnc
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I Cooccntrate on Chlna's top tbrce
urban EafkeG. Most MNCS havc con-
centrated prqluction in iust one or fwo
klcations, panly because of thc scarcity of
experienced l<x-al managers but also tx:-
cause of the difficulty ofdeveloping g<xxl

relations with l(xal authoritics and leam-
ing holr to work l<,t-al x)urcing and dis-

tribution syslems. They view sctting up
shop in a new pan of China--c.vcn in xn-
other of the top three rnarkets-as a ma-
jor step. luore than tq'ethirds of our sur-
vey gr()up already hllc vcnturcs in
Shanghai. Guangzhou. Jnd ()r llciiing.
and plan to invcst funher or dcvc.lop a

greater nrarket prcsence in thcse threc
cilies.

Keeping things simple mighr he rhe
second-generation MNCs' current str:lt-
egy, but il is not the end ganrc such com-
panies envisage. As the Chincsc gov(m-
nlenl e:rses (()nslrrintrr on lirreign
pafticiprlion in distrihution. salcs. and re-

tnilinS, m()re c()mpanies:lrc scizing c()n-
trol ()[ thcs!' functions to lict closcr to
Chinese customcrs and csfxl)lish t dis-
tinctive conrpetitivc irclvlntlge. l\4()rc()vcr.

fragmentltion of thc prcviously ordcrly
(if inef1icient) g()vernnlent distrihuti()n

system ir creatinS scrious gaps in market
coverage for companies confined to that
channei. Having found that govemment
networks are fine for taking orders but
generally abysmal at actively selling prod-
ucts or mecling strid bgistics standards,
many of the MNCS we surveyed-panic-
ularly the more recent China entrants-
are building their own sales forces and
distribution netw()rks. Some MNCS arc es-

tablishing nationally coordinated sales
forces. while others are buying out deal-
erships to take control o[ senice centers.

Unfurling il€ umbrdh

As serrrnd-8t'ncration MNCs confront
the challenges of opcrating multiple Yen-

tures in Chin:r. they have bec()me a(ltely
aq'arc of lhe nced to nunlge their entire
rangc ()f activitics in a cosFefficient, co-
herent manner. In particular. they seek
s(rllc s()rt of trverlay slnrcture to pro-
vide sharecl or centr:llized functions such
ls sales filrce and distribution manage-
ment. venlure nc8()tillti()n, government
rclatir tns, lirrciEn c'xc'h:rngc hallncing.
ancl nurkct research.

Rcc()gnizing this need, the Ministry ()f
Forcign 'I rade nnd Econonlic Cooperd-

tion (MOFTEC) now allows MNCS that
have two or more ventures with total
registered capital of $10 million (at leasr

a quaner of which is in foreign cur-
rency) to establish a new typ of corpr>
rate endry, the 'umbrella enterprise" (s'er

Tbe CBI< SeptemLteFoctober 1993, p.9).
Even under these new umbrella-s, MNCs
cannot freely impon and sell products
rhey rnake oulside China, but they can
more readily coordinate the full range of
their activities. As these activities be-
come more complex and more slr.legic
in nature, MNCS are increasingly ap-
pointing top-level corporatc execu-
tives-group and company presidents,
worldwide firndional leaden, and ,{sia-
Pacific marketing chiefs-ro head thcir
China aclivities exclusively, thcreby
shortening decisionmaking cyclcs.

For lhose MNCS that are not yet sec-
ond-generation players. bcing left bc-
hind by those rhat are has become a rcal
and urgent risk. If China is indced of
stralcgi( imporlance. such crlmplnies
must act quickly and draw on thc
lessons leamed by more aggressive pl.1y-

t rs in the China nrarket. i,
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I liso Atkinson

Entertoinment

iust moy be

Chino's newest

growth industry

I liso Atkinrcn, o fflm ond lelevision
prpducer ond consulront, hos wo*ed
extensively on U5, Conodion, ond
fu ion co-produdions, intcgroling new
digitol muhimedio ond high-ddinition
technology. From I99O-92, she served
os the coordinotor for mdio, film, ond
television ot fie Conodion Embossy in
Beiiing.

B*$i**!lli#
n(rrc so than in 1906, \\'hen a Mancl'tu

official returncd fi(xn tuneric with sam-

plcs of a new invcntion-a filnr projcctor.

As the official prepared to screen the

n'rovics for tlrc limpress I)owxger, the
proje<tor cxpkrded. causing rn unlucky
(r)!rn trllnsl:rt()r ttl krse l leg. Needless to
siry. thc prcsentation rvas ebruptly can-

celed. though ycars luter firrc-ign filrns
g:rinccl a folkr* ing anr()ng Chinir's upper

classcs.

Since 1919, lhc atcess of China s huge

;x4lulati,:n l(r \':lri()u\ i)mr\ ()l (nt(nilin-
nrc'nt h;rs u'ltxcd ancl wancd llith the
counlry's cconomic f()(un€s and polilical

1'rosturcs. Thc currcnl c()mbination ()f
(c()n()mic dccentrulization. rising pcr-
sonal incomes. and grr*ing levels of
l(isurc tinre, horvcvcr. is provinta r fenilc
nrix for Chinx s cntcnainment industry.

According () ()nc veslcrn estimrte, Chi-

ncse housrholcls nou-spcnd alxrut one-

fifth ()[ thcir discrelionxr_v in(t)nle on
rccrealional rctil itics. A re.ent Shanghai

ncwspxpcr sur\'cy cstinrxtcd the city s

rrsidenl\ spcnl in :lvcrirgc of Y-l0l on
ctrlturll lntl r(('r( ;rt r{,n:ll :lati\ itic\ in
199-J-ln incrcase o[ r5 percr'nt ovcr
1992 lcvcls and tlrc l:rrgc'st iunlp in any

cutegory of pcrsonal cxpenditure.
fururc trends for cnlenlinnent spend-

ing l<xrk prorDising, \tr'ilh nr()sl (lhincse

urban incomes still on an upward climb.
The State Statistical Bureau rcp()ns that
lasl yeJr's avcragc per-(apila urhan in-
come rcached Y2,3J7 (up 10 percent after
inflation over 1992). while rural incomes

averaged Y921. In the couotry's wealthiest

cities and regions, salarics are oftcn far

higher than national averages.

Despite rising incomes, h()wever, mosl
Chinese families had relatively littlc frcc
time to spend on leisurc activities-until
recently. After deradcs of worktng six

days a week, nrosl enterPrise and 8()v-
emmcnt employees revertcd t() a fivediLy
work week in March, thanks l() a ncw
law plssed by the Natkrn:rl Pcoplc s Con-

gress. According to a Uei,ing survey pul>
lished earlier this year in China T'oda!,

most city residc'nts plan to use their new-
found frcc tintc for re(reational a(liviti(,s.
Bdh Chinese and foreign companies are

eager to help satisfy their pent-up de-

mand firr more and hetter f<rmrs of enter-
tainment.

Who's in clnrye?

The concept of entcnainment, or'fx)r}
ular culture as it is c(,mnronly kn(rwn in
China, covers a vast landscape. N<l sur-

prisingly. rules g()vcrninS the entenain-

menr industry are changing npidly, and

come from differenl pans of the grvcm-
ment bureautracy. The Chinese Commu-
nist Party s Propaganda Depanment, tbr
example, provides guidelines on what
can and cannot go on China s airwaves,
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rocus
and is trying to c!"ck down on porn({ird-
phy. violence, and content decmed
"hannful to state security or s<rial stabil-
iry. The Ministry of Culture rc,gulates lit-
eralure, thcater, opera, ballet, and con-
cens. The Ministry of Radio, Film, and
Television (MRIT) regulates these threc
enlenainm(nt areas and appr<)vils foreign
participation in programming joint ven-
tures. Film, radio, and television are each

functionally independent departments
within the ministry, with each depanment
following guidelines set by the MRFT
Policy and la\r' Depanmenr.

Overlap of rninisterial responsihilrry is

u gro*ins problem in some enlertJin-
ment sectors. however, as technology
t.,nds to devel()p faster than the bureau-
crac]- can anticipatc. Ncw elect(rnic tech-

nologies cause particular problenrs. as

they lranscend traditional n]inisterial
krundaries. Thus, rside from MRFI, the
Ministry of Electronics lodustry and the
Ministry ()f Posts and Telrconrnrunicu-
tion$ have r say in the rlevelopment,
manuf-acturing. and tnlrketing ()f satcllitc.
TV dishes. vidc() casseltc recordcrs
(VCRS). tc'levisi()ns, xnd video gantes (.r'rz

p.2.i).

At the sanle time they u'ranglc over
questi()ns of jurisdiction. n,linistries arc
trying to divc'sr themselves of fiscal rc-
sgrnsibiliry lix enterprises undr,r their su-

pen'ision. RefomN instituled by the Min-
istry ()f Culture in 1993. li)r cxamplc.
xttempl to reduce Statc suhsitlics lirr
anists by f()rcing :ln Sroups to forgc conr-
merciel pannerships with locel conrpa-
nics. Both ccntrxl rn(l local lt,aclcrs.
therefore, encouraged the Gurngzhou
Modem Dance Dramr Troupc t() nlcrSc
in l99i wilh Xinda Oriental (]trltur.rl C().

Ltd., a private conccrn thxl has n()w
tiLken ()ver manilgenrenl of the caslr-
straPPed grouP. \u(h mor'(s lowJrd pri-
vatizatk)n are in<reasingly c()nlmon and
prrrvidc g<xrr-l opporlunilics frrr frlrr. ign
companics wishing to cnter the markct.

As deccntralization of traditionxl xns-
relutcd ministrics c()ntinucs, r. onfusion
over who has approval irulhority over
new pr()jeit:'. trrrf hattlc:, hctw(.(.n !nin-
istries, lnd lack of clclr la*s ancl gr,ride-

lines will make lile difficult for foreigners
seeking approvals for ioint'vcnture pan-
nerships and ()ther aclivities. t)uring this
transitional p(ri(td, a f()rerEn enternfi\(.
sh,ruld first. hefore slepping foot in

China, <onduct dctliletl rc'selrch on tltc
adnrinislration of antl rclirrnrs in ils par-
ticular linc ol busincss.

Alicr (rn)rplcting this resclrrh. c<rmpl-
nies slr<rr.rld visit (lllinx t() s(()ul ()ul [x!
tcnlirl pxnners- Ilc ilwxrc. h()\\'evcr. thxt
m:rny (lhinesc lirms will agrcc with your
proposals sinrl)ly t() iltrrct h3r(l crrr
rcnc!'-:ln(l thc l:rx corrccssions lo $'hiclt
l()rcign i()int vcnlurcs llrc cntitlcd. Su([r
rcl li()nsl)ips, rvhi<h rrr:rl strn $'irh il
hang, often fizzlr oncc thc j()int-\,cnturc

stxtus is obtrinrd. 'l hcrclirre. tlkc the
lirrl( l() r(!'i($ )()ur Pr()sp((li\'( Pirnn(r's
(rcdcntials tlrclirlly, so thlt you ch<xrsc

lr firnl wilh whom ctxrpcr:ttion u'ill lTc

lxncfir'irl over thc Irng tcnrr.

Trcnds for the '90s

1\'l,rt h ol thc gr()un(l\{1)rk li)r lllc (Lrr-

rcnt grcullr ,)l (:lrinJi. (nlcn.rinrl(nt rn

rlustry was l:ritl in the 1981)s, when c((F
n()nri( cxl)xnsi()n ancl rclirrnrs inr'rr:rsr:rl
thc rrrkxnrny lncl p(rlits of inrliviclLrels

lncl local'lcvel cntcrpriscs. At lhc sanlc

litt)c, p()puLlr ('uh(:re wus lrllowctl grcutcr
liccckrrn ol expression.

ln Itrc hst cotrplc of yclrs, u'iclc-rrng-
ing rcfrlrns in thc rnlcrf!inr)rcal induslry
hevc pnrrnotecl krll aulonrxly evcn lur-
thcr lnd havc givcn rise l() ncq,('()rlnler-

cial vcntures alr State monopolies have

slowly heen disbanded. Rcforms intro-
duced in 1992-94 restructured the financ-
ing. managcment. production, distribu-
ti()n, and cxhihition of mcdia from film
and ratlio to crhlr and satcllite tclcvision.
Pricing and profit-sharing reforms are
putting more moncy into the hands of
studkrs, distributors, exhibitors, and cre-

alive talent.

Thc pricing reforms have allowed per-
formers from pop singers to fine artisls to
seek thcir own price on the market,
within ccnain guidelines. and spawned
the creation of talent agencies lo repre-
sent the gr()\,!'inlq ranks of Chinese radio,

TV. and videcl entertainers. More and
morr,, of thcsc performers are hreaking
thr()ugh t() "slardont and fime txrth in
China and abroad. Chinese pop idol Cui

Jian regularly perfrrrms in Europe to pr<>.

m()tc his latcst hits, $hile CohB. an all-
u,onun rrx-k group, t<>ured Germany this
sumrner. lnternational slars are also
ch<xrsing to make China a stop on their
gl<>hal conccn tours. Paul Sin'ron. for ex-
anlplc. performcd in Guangzh(ru in l(D2.

\&hattver their ta-stes, the Chinese pc(}
ple n()[, hrve m()re ()ptions f(rr a night
()n lhe t()*'n than at any timc in the his-
t()ry of lhe PRC, and their (hoices are
gro$ing. [] )an areas are luring not ()nly

homegr<lu'n pcrformcrs and inyestors,
but big-nrnrc foreign :rttractions as well.
At thc grand opening of the Hard R<x'k

Cafe in Ueiiing in t994, blues legend R.B.

King play,ed to a sta nd ing-room-only
croud. Shanghli rcsidcnts, n()t t() be left
lx'lrincl, u'ill stxrn lre al)lc t() p(xie in their
o$'n I'lanet Hollrvrrrcl, the lrcndy Cali-

lbmia rcslauBnt cluin.
Chincsc also havc more options for

cntcrtlining themselves at home. Karroke
nd listening t() music are popular pas-

timcs. Music pr()gra[]s on radkr and TV
xrc atlrircting growing aLldicnces. In large

citics, lovcrs ol'classical muiiic arc form-
ing salons rt which they gather to play
ncw conlpact discs (CDs). lhe CD indus-
Iry, lhough srrrall at present, is devel()p-
ing quickly. According to the Chinese
press, an cstinrated 600,000-700,000 indi-
vicluals in Shanghai own CD players.

Thc honre nrarket for video cameras
lntl plalers is :rlso reking off. Foreign
rnrnrrf:raltrft ng j()int vcntures inv()lving
thesc procluctri inclucle, thosc with Sony

oapan) f()r video camerus ilnd Matsushita
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Chinese households

now spend obout

one-fifth of their

discretionory income on

recreotiono I octivities.
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FOCUS

(.Lrl)irn)lin l)r(xhr(ti()n ()l \(lR\ 'li) l)r().
trl({( h()rI( (lc(l()niC cqlrip l(nl. lirrr'tilo
(r)r)rl);rnt(,: Jl\ (\l)crintnling \\illr n)ilr
Itlirrg rrrrrlr,xls rr'l.rtirr'lr nr'rr t,,l lrrrr.r

rrrr'h us sponsorship ot contcsts trr
alr(xrsc lh(, ll.st hornc ridcos lnd lirLrn-
(lilli(rls l() \rrpp(n1 rising y()ung si g(,rs.

:rrlists .rn(l \\'ritu rs

Rodio reoches out

Radio serves as a g<>od study o[ the
fast-paced changes of the 1990s. Mrrre ra-

di() stations opened in China in lhc last

ycar than in all the lasr 50 years com-
bined. China noq'has almost 1,fi)0 ndi()
stati(us-m(.,\( krally run-and the in-
dustry is in the midst of a major program-
ming rcnaissancc.

Radk) stations aJe experimenting with
new formats as they compete for listcncrs
and rdvertisers. The Beijing People's
Ilroadesting Station, for instance, tumcd
its neqs depanment inro the spccialized
Beiiing News Radio (BNR) in early 1993.

BNR ai(i news progr.lms 15 rimes a day,
providcs breaking news srories, and of-
fers a call-in informatioo hotline for lis-
teners. Competitor Beiiing Economic Ra-

db (BER) has introduced live uTednesday

broadcasts that feature politicians ex-
changing vicws with thc audicnce in a

queslion-and-answer format. Shanghxi
East Brcadcasting Station (SEBS). which

has gained a reputa(i()n for consumer ad-
v()cacy. features ('onsu mcr shopping
guides and prrxiuct inforrnatk)n sFx)ts.

Complaint hotlines and radio talk
shows are becoming especially popular
outlcts lirr the expres\ion of puhlic opin-
ions on everrthing from crime to marital

Comploint hotlines ond

rodio tolk shows ore

becoming especiolly

populor outlets for the

expression of public

opinions on everything

from crime to interior

decoroting.

prublcms to interior decoratiog. Such for-
merly taboo topics as suicide and sex are
now discussed live on call-in shows
hosted by professionals who offer synrpa-
thy and advice.

lrlrhile radio advenising is nor neq-
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lvlony.fflms mode in Chino ore now qllrocling oudiencer obrood. Chinese.Americqn dirrtor Woyrc Wong filmed one of 1993'r
criticol ond box'offfce hits, fhe foy Luck Club, on locolion in Shonghqi, while h,yo-time Acodemy Aword nominee Zhong Yimou
3hot The Stoty ol Qiu Ju in thc hills of Shoonxi.
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the Central Pmple s Broad(:|sring Sration
began airing ads in l97q-the current
abundance of advenising opponuniries,
which have expandcd with the medium,
are. Ueiiing Music Radio, for instance,
broadcasts "Nescafc Music Time' and
KFC's "KentLrcky Music Show," while Easr

Radio Station features "Remy Martin Old
Melodies" and 'Volvo HlFi Music" pro-
grams. The forcign companies pay a fee
to sponvlr these broadcasts, and can can-
cel their contracls if they don't like the
content or if rafings dr()p. Even ioint-ven-
ture radio stations have appeared, such
as Radio Beiiing, a Sino-Ausrralian ven-
ture broadcasti.g French, English, Japan-
ese, Chinese, and multilingual programs.

Radio advertising r.rtes nos, nrn up to
$800 per 30-sc'crrnd spot for foreign com-
panies, although prices are lower for de
nestic and ioint-venture firms, which
may pay in kral curren<-y. Ads are regu-
lated by the State Adminisratioo of In-
dustry and Commerce, which approves
both foreign advenising and frrreign pre
gram sponsorship. lndepende'nt record-
ing studios havc increased in number to
supply radio programming and ads.

Tfte W genorcliort

Television was a major early bene6-
ciary of China's econ()mic ref<rrms. As
incomes increased. the number of Chi-
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kn()$'n in rhc Vcs( as nluhiplcxes. Other
thealers '"lerc' rcst()red to glamorous, pre-

1950s cnrcnainnrenl palaccs. completc
with r(x)f-gardcn teahouscs, d:rnce halls,

restarlrants. depanrnent stores, and live
ententinmcnl.

As the re[urbished theaters I]avc
postcd incrcascd siLles, anothcr 1,000

cinemas h:rve been slltcd for rcnova'
ti()n. Thc funding for lhc renov:rtions
conres from a valristy ()f s()urc'es. MRFT s

Chinl Filnr I)isrrihuli('n an(l Exhihilir)n
Corp. gt'ncrltccl around S;0 ntillion
from its own pr()fits and fronr loans.
China FiLn s kral-k-r'cl hureaus and the

Ministry of Culturc s ITrban Cinem s

Rcnov:lti()n rnd ltuilding Departntcnt
are also involvecl in luncling thc'renova-
tions, and various lrralities havc grantecl

thc new pr()jccts sp(:( ial tilx l)rcaks.

AAuseum AAogic
l)i(l )r)rr cver'.r,onder ltoN v()trr cycs

can <listingLrislr anrong lrunclrctls o[ cli[-

li'rcnl ci)lors or ho\\' :t filrr optic cllrlc
carlics inlirrrnationT Thor,lsiln(ls of (:lri-
n('st'n()\\'lltvt'l chancc lo lcrrn rnorc

llroul srrclr rvrlnders of sc'icncc. (.Xrc of
thc first Chincse prcsenlrli(,rls ()f ils
krn(1. l:\l)l( )rirt, )riurr F:xl)illili()n CIlitlJ
rpcncd in llciiing s i\ltt:'(tnr ()f llrc (:hi'

ncsc Revoltrtion rnd I lisl()ry ()n -Junii .ltl.

199.t. I'lrgrc. \ isit(rrs can rrlinri( sc(linlrnl
rnd lluid flotvs by r()tlting x Slxss
spherc of rvater and snnd, crcale itnltgcs

of variour ()l)iccts using pinholcs entl
lcnscs. sce hr>tl, rnovctnc[ls affcct thc
shapc and Jppcarance of a sintttlrttcd
tornatkr. lntl txke pan in (10 othcr cx-

hilrits.
'l hc sho$ as the crerli()n ()l nu,ncrotrs

()rgirniz ti(ms, includinS lhc (:hinn Ass{ F

.ixti()n ()f sciencc and Technokrgy-. f ian

Yi Intcmali(nr.ll Ltd. of Hong Kong. Nerv
(:hinx Ncws Agcn.), R()lxn Lien llntcr-
priscs ln(. ()['lai$'an, and s n lirxn-
t iscrrluscd Expl()rxlorium. x c(nnplrn)'
spcci:llizirlg in thc design ancl crrnslntt-
rion of hlnds<rn scientific cxhil)its

'lhe (lhina I)r()iccl is llle lrr:titrrltilcl ol

Krthcrinc (:h:lng-S( hiffcl( r. rln l:x
P[rratrrrirrnr h<xrl ntt'mb,-'r. tho suntccl

l() (xp()se <hilcltcn in'lili$ltr I() li\-
pl<rrltoriunt s interxetil'(' c\lril)its. ln

l ()91. (llring-S.hil[clcr'. Prcsitlcnt ol'
AsiJ-N()$ l)r'\'elopnr( nl (l()rp., (\)ntr.led
lllrcc Iirms sltc tltottgltt Trrrr,rlcl lrt' inlcr-
csrccl in thc Expl()rxt()riurl) (()n(cl)1. 'lllc
lirst lo exprcss rnlcrcsl wai' ll()l)cn l-icn

Ilrtt( rpriscr.. lnr'.. rvltir,lt lrccltntc con-
vint'ctl thet !:xl)l()rJlotiurrl s hlln(ls ()n

c\purimcnls Ntrttld t rcitc (:hirlc:( sltl-
(l{.nt\ l))' (l(lll,,njrlr.rlrng .(r('nllll(' I)rrn('r-
plcs in n( )n-tr.l(liti()ntl \\'J)'s

Robcrt Licn F:ntcrpriscri ncg(nixtcd
\!ith Explorirtoriunt lirr ltlnlosi three
yexni ()n lltc trrnrs l)l'thc sh(,\'. includ_

ing locili()n. clttratkrtr. and whi(lt tx-
hil)its would bc <lispluycrl. lh(' nt()sl

challcnging obstaclc cnrlcrl up lx'ing thc

qucsl for ! suit:rlrlc site firr thc exhibit.
()riginalll intenrlctl lirr'lxipci. lhe cx'
hibir n:rs shilicd t() tlle lnxinlxn(l tvhcn
lhc ()rg:urizers laih:d to lincl a suitlblc
venuc. Licn Ii)und iluth()tilicri ilt llre
Chinil Ass(xixti()n of :'t..icnte lncl 'l'cclr-

n()L)!iv enlhusirsti( rlxrut lrringing thc
pr()jc('t to Chinu. ancl alicr a ycar of fur-

lhcr ncgotirti()ns, sccrtred approval for
th(r clihi[)iti()n in l]ciiing. Iraining of thc
statl tlut rrrrultl xcc(rupin) lllc cxhil)it s

tour in Chinu t(x)k xn()thcr l'ix n]()nlhs.

l-lxpl()r:rl()rium (lhini s ()J cxhibits
\'(rc ercalcti in Sxit l:nncis('() ilt il t()tal

rrrsl o[ Sl.5 ntillion. Rolt'n l.irn l:nier-
prises ltls llrrtlc<l tltc nl.ri()rit) ol lhc cx

hil)iti()n. xnd t\\'() Ameri(xn c()mprnics,
ASI Rcscrrch In(. an(l ti.l. du Pont clc

Nen'r()urs.t (i).. hirvc hcc(rme its ()fhciitl

sponsors uncl huve their ou,n disphys at

the cxhibiti()n.
ll)c cxlrl)iri()n \\ill renrxin in liiiinl,

frrr approxinutcly tlrrcc !n(ntths and \\'ill
111('n 111rt l l() fi\'c ()llr(r (:hine:'e (itics.

inrluding Shanglr:ri lnd Shcnzhen, ovcr
lhc nexl thr('c ycars. 'l lte inter.rclive cx-
hibits lrnvr: pr()\'en cxtremcly populat.
Sincc r)p(ninB in .lun(. Ihe exhil)ition
has ltlractcd .1,000-5,000 visitors each

day.

Exploraroriunr llxhil)iti()n China has

Ilso splrkccl iutcrcst,i(nrr privarc [rrr-

eign ancl Cltincsc <:r)rp(,rati(,ns, lvhich
have cxpresscd willingncss ro fund pcr
rn:rncnl inririrlliltk)ns ()l !:xplorrl(,riu nl s

rxhibits in (lhina. Many ()f thcse compa-

nies ()psrJrc in high-tcch industries and
hc'licvc that llxpl()rat()riunr will incrc-ase

the public s intercsl in high rechnol-
ogy-rrncl tlrcrefore in high-tcch firrns.
\(/hile high tc< hnology may indecd lx a

drau'frrr sortre. ln()st visit()rs will be
dra*'n k) !:xploral()rium iust hecattsc it's

fun.

-.\tu l\lith <i i,t

-llerulilb (;u'i i\ ( ,l.riaurLh (ttitJu,ll 4l
'Ihr (llllt
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n(.sr lirnlili(\ ()\\ ning I(l('\'islon s('t\
gr(\\ lrr)r)t () nrilli(),r in l()81) l() I tJ rllil
lron in l()ll1). rr t()-fi)l(l ,unll). 

'lir ir((()Ilr-
0nxliltL tlrcsc rtt'u ancl incr,,:rsirtglt t['
nlxn(ling v ic\r'r rs. proglrtrrtrting It.rs

lrcc'onrc trtorc (li\ crsc. Irt lll( l()tlos.

lxrPrrl.rr I\ .lr,,rr:' irttlrrrirl l,,kil.lrl rrll

lrrrrts srrclrits lk)1.'1. ll.)? lit iliqhl furtr.
lrrrl \\'r xltl (-rrl) s( )c('('r'li)(lir\'. ( :ltirt('\('
silrrrrrs sLrclt ,$ .\ltn'ils ffi' //)('.\(1r:\-
r,r,rrr lrntl relrlilrbrtstd tlrutrlrs :'trc'h .rt
'I hL' -\dt' (.1 ), t I i, tr t 1 I < \t l i rT't \' t' I 

:i t\l I i't t'
Jr(, llr( lxl( \t rilg(

'l_\' Plrrlrrction clep:tflnrctrt: ;ttr' tt()tr

gl in irrl.l gr('ill(r inrlr'1rt'nclr'nce lrorrt
st:lt( -11rn 'l\ stJli()ns ltnrl lt x ltl trtl:lc sts_

t(nts.rr(' sl)rir)gilr{ tr1't lr',rttntl lltc t,,tttl
tr-l whilt li)rci!ln I-itn)s lutvt lrtcrrtttt'
rnllrrrsilrslia ltclvtniscrs (r'l (ll)incs(' l(l('
\ iii()rt. !r)\'(mnrijnt rcslai(lil)ns (1tn't.lrllv

lin)il lhcir irl)ilit\ to strPplr lrrr rtr:trtt nt inu

.lril "\\'n,,r "Pr'r'.rtc tr'Lrr.i,rrr .t.rtrort.
(\it I).f9 ).

Cinemos get o foce-lift

llrc (illinrsc PoPLtlurr"s gt)\\'inq :tl-
trI(1i(rr to'l'\'. r'lrr.lio. virluos. ltncl otllcr
lvlxs ()l rntc(uinrrlr'nI (()nlril)Llt(11 (() ll

lo l)cr((nl clr(,1) in r)r(^'i( irll!n(ltncL l)c'
t\\.(n l9-9 S() ..\lrrD((1. tll(irl(r. irn(l
()lh! r l)trl)liL (nt( rlili,1r)tL'rlt \ (t)tr( \ :tre

rr()$ rn:rking rl (()rl((tl((l (lll,,l t() tll)
grrtlc tlteir l:r.ilitI( i in ortk l lo rr in lrrrt k

tlr, ir' ;rrrrlitnirs I'r()tll li)i'i a 9l. IlRl:f
\J)(nl r)\cr (,)l)rrrilli,,,t lr) rrrll^illc I.ll)0
rrtl'.rrr . rrr,.rrr.r. r r . r r i , , I l \\ l . I ( . .r,l,lrrtt .rir

(1)n(liti()nin!1, l)((tLr (irling. rrnt! nrrvelty

li JlUrr'\ \Lr( lr .rr 'Pr', r.rl r'llcr r liqlrting.
S()n)( lilrgc r'irtrtrlts sr'rr' rrrrt(c11r'tl lrr

Irrrtrn srttull-.cr'c t tr Iilrtr.:rlrrrts. Irt'tl,.r
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lirrtignt'rs hrrrc lrttn ulIrur<l to prrr-

t(il-).rlr in (in(n)ir r(n()\itti()ns ()n ] li0l
itttl lr:t'r. lr(r, l) J() ). 'l Irc Sh(,nzlrt.rr
t rtil((l \l(^i( l{(\r(.rti{)n (.cntrr.:r t(,lnl
\(nl(rr( in\{)l\irlJ{ Slr!'nzllrjn Irilnt (:().
(.lrirtrr lrrlrn. .rntl Ilong Kr)n1r\ ,\nlr I'il,l
(i,.. \\irs ()n( rrt llRl:l . crrrlr joint rcn
lLrr(' c\l\'Iirrl('nls.'l'lrr. r'int'rn:r t'l)r)]Plcr
()l)r'n((l in l()illt \\ itll l\\1) [tr!{c tllrittr.rs
t;rl)rrlrlt i)l s(:rlin1r ir t{)lirl (}l I.l(11) I)ir
lrr'rl5 \(lIr\.r,,rl 1,, l(,I( rrn l'tlI|r. i'
<lrrrrgtrl in ll()lg K()n.q r[rllers. rrlrirlr
Itt.rttr t,.r,['nt.,,l tlrr. \1rri.rl l.,,rr,'rrrr,
Zott,. hltrc ll(((\\ l(). \\ lril(' (k)nr(,\ti( lll l
.trlrrtr..rorr' .r( l)r'i(((l irt rtttttti.?lti lltc.
((nl(r'\ ln,\ rrlliLL lrrolits rrre :,lIr|(l rvitlt
.\nl(. llt(' lor( ign l):rftn(r. A I)r.(((rl(nt-
sc(lirr{ rr()(l(1. tltis rcrcnur slt;rrrn!
.tlrtr:rt cotr r)i)t l)t \\i(l(l\ !rupl()\'!.(l irr
()lh(r iu'(r\ ol (llrinu. l!r$r'rr.r.:r' tlrr,

I{( n(r.rl l)()lnrLllirnt ([\'s n(,1 lllt\!,f(,irLl\
lur cr'ss t(} lirrtign ( llrr(.!la\'-tlt( crili.lll
,1,Irl/rr|llt ,rl tlrcrk.rl l,n'llt, t,,t(tsn It

Amusement po*s ond resorts:
lhe nexl wove

An()lher Shenzhen proiect, the Nan-
shan Gk ral M()vie Mus.'um. als() k)asts
an Amcricxn panner. This ioint venture
hetwcen thc shenzhen Nanshan CultuBI
Entcrprise Deyek)pment Corp. and Cali-
fbmia-based t rgo Vista is scheduled to
have x'ven multime{h cinemas including

Approximotely 23O
holidoy resorts ore now

under development

oround Chino.

IMAX and Circlctision 360-degree thc-
alqni, 3-l) movies. and flight simular<lrs.

Thc interactivc audiovisual center will
also inc()rporate a wax museurrr of ta-
ntous Chincse rnd internati()nill rn()vic
stln, anrl mrrvic-making mcnlorJl)ilia.

Scvcral domestic movie studios have
crcxtivcly adapted undcruscd facilitics t<r

help gencrate revcnues to suhsidize ()ther

aclivitics. Thc- fanrous old Changchun
lilm studi(,, knoqn ls th( lUJnchurian
Film Sludio q hen China B as under
Japanese (rcupation in the l9i0s. no$
offers guicled tr>urs r)f its production facil-
itics :rnd demonstrations of morie special
cfl('(ts. In 199.1, an aml>ilious proied g()t

undcrway l(, turn:l r(.m(rte studi() in
Ningxia Province into the 'Hollywrx crl'

\v(sr(rn Chinx. Tlre site r:f s(encs in
urrny fam()us Chincsc films. including
Zhang Yim<ru's Red Sotghun, the Zhen-
beipu studio is dcveloping lt rhemc park.
*'hich *'ill fc.ature hlm sets and an exhi-
hiti()n (cnter.

Chinese history and culture are !ls()
trendy concepts ft)r amusemcnt pxrks. In
l9tt9. thc Ninc l)mgon theme prrk. b:rsed
on:rn:lncicnt (lhincsc. table ahrut an un-
dersca grxl. opened in Bciiing s nonhcrn
suhurbs, The Sino-Japanesc fu ndcd
lhcmc prrk is l()ciltecl on ancl under a hv-
(lr()clc(tri( dam and teatures I mrcha-
nizcd cxr ride thr()Lrgh ir ctlern $herc
Jnirtalr()ni( chirracters Jct out (lhincse

lege'ncls.
()lhcr k,ufli\t purks-such Js ltciiings

Vorkl Park. Shc,nzhen s \linilture W()rld.
and Y]ngcun s ltiniilture Scenic Z(,n(,-
lcature nrrxlcls <f lamous Chinesc rnonu-
nrcnts xnd huildings. Chin! Ilin()ritics Iil-

lrrg< in Slrt,nzlren rnd thc I)lirnn((l (lltin:l
\]ti()nirliti(.5 I,irrk in llciiing highlighl tl)(
(lrltu,(\ i,, (.ltrn.l . ,,n-ll.rn I).,1)Ltl.rtri'n
lltt lltijrng I)r()ic('l \\ill lc;rltrrt.rr r5.l hu

g:trrltrt tlrut r((r(xtts tlrDn)us s((ni( \l)r)ts
.r1(1,)s n.lti()nrlit\' \ ilLlgcs.

r\lllr()ullr (.lritics(' k)Ltrists lccl .l strrntg
(1)nn((lirnl l() tIt(liti()rul (ilrincsr. lltertrt,s.
l)i\n(\. t ni\crsrrl SlLrclios. .rntl \\'urner
lIotlttr's .rlso sec u \ ill)le lnlrkrl lin lltcir
s,.'ll'knotn Prrxlrrcrs. 13oth l)irnt.v unrl
\\ :r nrr.r llrrrtl rc.rs llrlc, srrIpliecl Iroglrrnt
rrling l() (lltincs(, It.ltrisiot.) :tlrti()rts- untl
lr,,tll .rrr trr int t,, ,'.ll)rt.tlil(. ,,n Ill(,rr
l.lr'( ^\ 

irlg n:rrrlc re(()glliti()n tl)r()u{ll rn(r-
,lt,rrr,lrrrrtll .rrrrl filtrr tli.tnl,rrtr,,n .rrr.rrrgr.

orcnl\ I)i\n(.\ signecl its tirsl |llusi( li.
((11'in]t irgr(err(nt in 199r \\'itll tlr(
Sltrrnrltrrr .\rrrlio Visull Pulrli:,hing Il()us(..
'l'lrorrglt nonc r rl thesc cortrltunits hls t'r{
rrnnorrrrt'crl rr nlJj()r thcntc p:rrk rlclrl in
t.lrrrr.r. rr r. lik, lv tlr.rt sr.rc,r.rl rrill .rHrr

irgr(.clllr'nt\ in lhc n()l (lislxnl lUlurr'
'l'lrr's( 

l)t(rj((1s. h<xYt.r't.r. I]tirr lrc sulr

t!'(t l() (liliir(nt [rrlcs lrnd strtntlrrrcls tlrurr
tlrorc trlrclrrlv ()l)c(lling. .\l)l)r(,\:ll ()l

Are you frustrated
planning a China
business trip?

,oumcy to thc Ea3l, lnc,

eAir, rail, boat, chauffeured car or
hotel reservations anywhere in
China or the Pacific Rim

,Express China visa processing

-All arrangements for your Chinese
guests on business fiips to Oe US

r800.300.4034 , 7t8.358.t030 tIYC

trr 718-358'4065

@
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Thc growing numbcr and spending
gxrwcr of domestic Chinese tourisls hrs
hclpcd crcate a m.lior oew gr<lwth are:r

for the cntcnainment industry-theme
parks and holiday rexrns. Fav()rite desti-
nrtions f()r lhc J20 milli(rn Chinesc' wh<>

t(xlk trips within (lhina lasl year include
Ik'iiing. Gu ngzhou, Shenzhen, Shanghai,
and llainan Island. Nor sumfisingly, rhese
Iocations have ltcome favored sitcs lirr
planned anruscment parks ancl reson [a-
cilitic's. Appft)ximately 2-30 holiday resons

arc now undcr development around
China. Many of these sitcs are hcing de-
vclopcd by tl()ng Kong. Tair.an, and
Southeast Asian invest<lni. who alv> havc
an eyc ()n thc burge()ning numlrr of
()vcrsers (lhincse t()urists visiting the
rnainl;rnrl.

Rcs()ns with cinematia lhemcs:tre cli
peci:rlly popular wilh devclopers. In
1991, Sllcnzhcn {nn{)unced plans krr a
''tfullywrxrl M()vic (lity," kr be nrrxlclled
alicr thc lJnivcrslrl Studk)s plrks in the
Ihited Smt$ whiclr combinc 6lm srudirx
witlr t()rlrist cenlcrs. A i(rint venturc l)e-

twecn Slrcnzhcn Filnr !)nterprises. Shcn-
zhen Nanshan lnvcstnlcnt C().. Jnd th(
Anrcrican l'icturc lnd Television Imagc'

Tcrinokrgy (i)., the park $ill (xcup,v -i
sq km hcsidc thc Xili Lrke Holiday Villas.

Provides Worry-free
Trave! Arrangements

-Discounted First. Business and
Economy airfare to Chiu, HK and

throughout tie Pacific Rim
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thcme parks and rc's()ns has become con-

t()ver-.iial rcccntly, reflecting a numbe'r ol'

B()wing c()nccrns in Beiiing. l-oss of agri-

cultural land is ()ne such $'orry'. xs exisl-

ing res()ns and thcme parks have gcn('r'
ally lxcn concc'ivcd and approvcd at the
l<xal or pnrvincial level, with little central

coordination. Srfcty provisions in the
new parks have also become a Priority,
f<llklwing a nunlber of recent accidents at

themc parks.

In rcsponsc te thesc concerns, tlrc
Stat( BurcJu of Technicel Supcrvisi()n.

the Ministry ()f Construction, and four
othcr g()vcrnment depanments issued a

new regulation on July 20 giving the cen-

tral govemmcnt grcater control over the

construction and opcration of amuscmcnl
parks. Th( nc* rules (over thc d(sign.
manufaflure, installetion. and operation
of high-spced ride$. Government inspec-

tions of nmusement parks will be carried
out nJti()nwidc in the crrming months.

Aulh()rities in Ileiiing are also expccted
to issue guidelines that emphasizc int-
provinlq and rc'n()vating existing facilities
nthcr than developing ne*' sites, though
proiccts thal are environmcnlally
fricndly" and prcmote ne!r'urban grcen

space rrray also be approved.

lntlloctnl poporty p.*ns

(.lrinl s scnir'ts s,hcrlulc lirr rc-:tclntis-

si(nr int(, tl)e (;cncrxl \gr$rr)ent (nr'l:rr
rll.r .rntl 'l rltlt t(i,\1'l )

I \lll r..rl\,' rl llr( r)r\l\l ('l .r \r\'
o)r) tlr in\(\til.lirti(rr rlI (-hinu s intr.lltr
luill I)r()l)( '-r\. J)r-(llc(1i{)n Prll.li(('\ tln(l(r
tllr S!(1i(),) J0l Pr()\isi(rlt\ (,1 lllc l(.)-l
t S 'l ftrcle Arr. ulicr []STR ]lir kct Kuntor

titiLLl (llrin:r irs a l)riorir) [irrcign trxrn-

Chinese pirocy of US

music ond sound

recordings, films ond

videos, ond books cost

US firms $505 million in

lost revenues lost yeor.

srgrrcrl in .f.r,rU.lr\ l()()f lstr lh( (.11R.

\LU( lr-.\l)ril l,)I)1. l) 9)
\((r)r(linj.t t0 tltc Intcrn.tti,,tt:rl lllt(.lIr

tu;rl l'fr)l)L'rl\ ,\llient t . rr lti,. lt i' i orlr

ln)\('(l ol r..iuhl lrrrl! rsrrxirti,nls llrJl l()
gclll('r r! l)I('.( nt r )r( r l.5l ll) ( ()rt1l)lrrlrr'\

prr xlrrr rng :tnr.l rlistrihLrting (()l)\riglrlr(l
worls, (.ltirttst l)irJ(\ ('l ll5 orttstt etttl

sounrl rcr'orrlir:gs, lllrtts .tnrl rirlrrrs, rrrxl

lrrxrLs trrst llS I-rrors S505 millxnr in l()sl

rr'r,. nur'. I:r.l t'crrr. 
_flr,rugh (lhirt:r hltr t'r'

cr'ntlv pursecl rtorrnrlnrcnls l() il\ ( rinrinrll
(i)(l( lllrl loughul pr:nultics Ior rrrPrtiglrt
inliinltcrn(nl und nrlcrl in l.nor ol lltc
Uirlt I)i\n(\ (l{). in ir Lln(lnllrL r()t)!riSlll
inlring(,r.r'r( cxrc. I S-ll{ i. .r'r'krng nl(rrc
crrLInru th:rt tlrc ncrr lcgislrtion rrill lx'
rrrr0lcnrr.ntul t'ffuctireh :rnd (r),1\r\l(nllr
Il I slR(txr(lu(l(slllJl (llrin.t llr\\i(,Lrl(\l
lllc \l()l .rnrl nol tnltrlt sillrtili(.lnl
l)r( )J{r(5s l(^\'J(l in'rPr(^inS I)r1)1.(li(rl ol

I lS ir)l('ll( ( tuirl pr()l)cfl,\ l)()l(l( ri, il N ill
irrl)()sc sllll(ti(rrs ()n I S inrl)(r'ls r)l (]lri-

r.sr grr,rcls. lll\c C.L\R uill lDl't'kh'd litll
t'tlr)t1 t)tl lh. l'S'lR i,ttsli,qtttir',t ii lh(
\) t \,,n bd l )L\ on bo i:\ t tL'-|

Whot nexr?

Despite these intemational prcssurcs

and commitme.ts, China's priority for
now is t() alloq' its on'n cnterpriscs to
gain cxperien(E in ()rder to bc hclter able

t() a(rnl)('tr \\'ith t()r( ign Ilnrs in tlrr
Iutrrrc Il(rwc\('r'. llr( rnxir)r (rllr'r'-
lx inorcrll acl()rt]ls ir'rtr()(lu('c(l in

199I (l( acrrtrl lizllti( )r). r(!crllr(
shuring. lrncl the cn(l ()l Sllrla rrr()

rrrpolits in sevr,rll :rees-prrvc tirc
\\ll\ lt)r rrtcrgcrs ltnrl lr,.rqLrisitions

llrr-ou{ltotn thE industll. \r.'r'r'rul rr'r'

..111('Irsing lilnl 5lr.r(li('. lr.r\ (' .tl

rc.ttlr lrccn cli'lr.rntl,.rl .rnrl rtt rr

t ontntr'rt iltI ftrtlir,.rncl l-\ \l.tlr()rl\
( l( iltrLI r\ .r rcrttlt oI tltr' rt l(}t.rtrs

li)r lorrign in\r\t()rs lhc (ltrc\ll(11

lsn l \(, ,M('lr \\'lrc l(, il]\(\1. l)ul

\ ilh \\ l)()nr. (.hitrcs( s( ( t{)rs
lltr()ugl)()ut lllc c(\ln()rr)' irr( r)()$

Irt'rng oltncr.l l() linL'il.lrr inv( lnrcnli
s()ll)(. lr( irrsl lrr'ing o1.tt'nt'ti rtrot'c

<1trir'klr tlt:rn ()llr!r\ 'li) I)()\ili()ll
llrtnrsclves tirr thc Irnu tt'rrtt. pttlt'n
till i)rci.r.ln inr(sl()rs in (:lrin;r'\ cn
It.rrir innr(.,r1 'crtor. slrorrltl stltrt
i()int \rnlUrc plrrlorr\ lhill IrJ\'( th(

llr\il)rlit\ to txf:rnrl :rnr.l rlt;tngt'
sith sorldsitlc trrntls in lulrrrol-
rrgr .tncl lrusine:s outlrok i

At Beiiing's World Po* (Shiiie bngyvoaf, visitors
mqy pore nexl lio .ecreolions of fqmour sighrs hom
oround the globe.

l'h,tt',,n111lst t'l t t1't\ lhtlI
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Thc dynamic growlh of China s

enterlainment industry ()ver the
past lew years, coupled with the
prospcct o[ cxplosive grcwth in
thc ycars l() cone, has brought
many foreign companies kn<>ck-

inE on tlcijing s d<>ors. 'i7hilc
some of them have successfully
neg()tiated i()inFvcnturc. licerLsing.
()r ()thcr :lrr:rngements. a large
nunrlx,r havc lreen frustrated by
srrch nr:rrkct eccess barriers ls
non-transparent rules and regula-

ti()ns, hiSh taritf.s, impon or pr<r

duction quotas. and other restric-

tions ()n fi)rcign prrticipati()n in
various segnlcnts of the industry.

Many of thest' concerns are being

adcircsscd by the Olfice of tttc tlS
Truclc Reprcscntative (LISTR) in its
dili(us,ii()ns widr China conccming
implementali()n of thc market ac-

c'ess Memorundum of Understand-

infa (MoU. s.? 7r., CBR. Novem-
lrcr-l)ccclrhcr 1992, p.9) as *ell
as in ne8()tixti()ns concerning

try" for intellectual property riShts
ahuses on June ,0. Us'IR's action is the

result of pressurc from US companies
and trade grtups. who clairn rhrr China

has not lived up to its enforcement com-

mitmcnts unde'r the Special .301 Motl

I ils
I _r-x./

I
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Suson J. Schoenfeld

n (lhina. x (\)tlnrry \\'ith lcss thln -l

pcrc('nl tcl(Plxrne l^-nclr'lti()n t('lc\ i-

si)n rc .llcs tll t)l (\en l0{) P(1)Plcr In

urlran arcas telt'visi<ln hottsehold pcn-

Reody

clr:rtion iunP:i l() 95 perccnt Bciiins

rrhccs n(, rcstritlirrns rrn llle lxrsstssilrn ol'

r,-.lcr i.i,,ns, Jnd in lq()l s()m(' 9()r) nlillx nr

\iewcrs put 20o nlillit)n t(lc|iii()n scls t(l

Lrsc. (:lrinr is llrcldy tltc q()rld't llrgt'sl

rnrrrk(l ltuscrt {)n \ic\\'in8 xtlJicnc( sizc'

Most of these viewers $'xtch nati()nll

rrr kral bnradcasl stations, hut in dre tu-

rure rhev $'ill increasingly lt $'ltching

cLLblc. Cahle is I viablc conduit for future

<Jelivcry of tclccommuni( ations and me-

clia scrviccs as well as nultinreclia and in-

forrnet ir rn 1g(llnotogy trr sttbscrihers

hotncs. lf govcrnment planners use ca-

hle-'fV revcnttcs t() fi!nd modcmiz:rti()n

of tcleconrmunicati()ns systenrs' they

r.tluld potcntrrrlly slrlvc 9J0 hilli()n ('if
( hin:r's c(rlnnlunicalions infraslru(turc

l)udget. according to Hong Kong s Vherf
(l'Jl)le. lfl theory. thcrcfore, a nultina-

tional tclec()mnluniclrtions, cable' <r mc-

(lia grotlP that entcrs clrina n()\ ' to pft)-

vidci calrlc serviccs slrould havc a gtxxl

ch:rncc ()f PlirvinS a significant role in llre

og^-r.rti()n o[ Cltinese lclcc(nnnltlni( lli( 
'ns

svstcms in lhc futtlre.

Vhcther lleiiing will txke xdvtlntage of

rhis lccltn(rogical convergence' ot lcl f<rr-

cigncrs play u role- in crbling Ohina' is

vcrv unclear. llowcver' Chinese g()vern-

rrrent sensitivity ()ver thc (()nlrol ()f lhe

hrrxclclst nrcdia has resultcd in mlny

(\)rllli(lilrt slgrlrtls .tnrl 5t'rltllltllli ()\r'l

tlr. lr.rst lt'rr \( rr'. Irr:rkrrrA it 'llltl' 'rI t"'

1,,t,'ltrr ., nttl) rlli('' l' ' l'l( .ll llll' ' lll( lll lI

k(l (.llrr.tltl\. (.lrinr'st r'r.'quIlti('ll' PI,o'

hilrit lorr'igncls in)rl1 tlnLlLflrlkirlg iln\' ((l'

uil\ itl\t\tlll(!11 in lllc ( l(\ cl( )l)nlL Irl 'ln(l

, 
' 
t 

, (' ' r , , t , , , , , , , 1 t. lL r r'i"rl tr tt|lrr:' tlt"r rFlr

r{':rlrlr \(1 111\l,I (ll\I IEr' ll'"rI lll( llr<1''tt

t r.ltlr .Lrclt tittttolsl:tntes f'rtign t"nl

tl.r,rr(\ \\l\lllllll l" lrr)r'Lr( r'lrlr"n\ rlr lllt

,',,,t,1\ .',,,,,tllrttt rl" t" 'lrrrtflr Illtr

,r,,'.r .rl- , r. ,,lizc lll rl \\ lrrl( (lr( l)' 'l( rrli rl

tr'\\'alf(ls llrc 1{,cilt. slr ltr't tltt' r'isks

Coble in Chino

(hltlt tt'Irisiotr !\ n{)l ne\\ t() (]lrinrt'

Ir1 th( l(Xn)s.tt1rl I9-0s. :1iltc t I I i I I I t I I i t ( I t I r '

rnS ( lllL I l,ll\( \ \(.l trI tlrr'lr "rrlr r'rr'lirrrt'rt

LIr) l)ri\.ll( rlrlrle svttt llr' ls plrt ol tltt

lrcntilit lr.tck.tg. lirr crttPlrrrlc: 'o tltrrt

lrLrilclirtt rr'sir.Lrll' (()tll(l f(((ir( ( ltlf

t(lcri\i(nr rL'(tlni(nr. \\i)!kcrs ill)rlr1rllenl

llrt[lings u'r.tc snltktti uitll c''ltrirrl t:rlrlt'

lirlke(l t() il tltllslt'r rrxrlitll :tt'llt'tttt:t'
'lltesc r/rtttttt'i, 'rl sork ltnit' s)ttent'

g.rr,'r,rlh \\,t n')l lrrrkc(i t" t rrIr ''tIrIL
n,rr trrrr' tlrr'r' l((llllol,'lll(.lllr "'rlrltttt
lri.. \kr.t tlrrrrgcrl rr norltirtrtl strlxt-iplirrn

Ii't'. ltr tltt (rtrl\ l{)8o\' llr( Sllll( (i)Lln(il

.rtrl':r"vctl .r llr'r'lr"'rl tlr'rr rr'lrrrrr''l :rll

lt($ l\ltl(l,ll).1\ t" l'r r'ltrrlll'trl rrltlr ]lr'

lcr A.L Css 'l t lcr isron (U'\l\ )I(' Pt(^i(l(
l)('lkr r(( tl)li(nr Jn(l (lillllnrll( tlle (^tr

rrlttnrl:incc , ri le ri:rl ltntettttrts

ln I t)l'tli. l()r.ll g,,rerttlltctt{t lrtgltn l"

lirlk l1)g({h(r tllcst' srttllll re'cl)ti()n nt'l
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wl)rks-raclt ()l' $ llich irvc(rgc(l xlx)lrt
.r0{) suhscril)crs.:rll rcsidinll in tltt sarnc
l)uilding \\'illl toexill trble ancl heerl-
cnds l() r'rr:rtc \\Jrrl is n()\\' rcli,rrccl t,, as

:ln url)rn ncl\\'()[k. li()r thc r)]()st pilI,t,
tltcsc ral.llc nrt\\'()rks tirc(l (cnlrxl ilnd
pr()\ iocilll lcl(\ isi()t't nct\\1)rk l)r()gr:l ls.

lh()ugl) pirltr(l viclros :rncl ()tllcr unilll-
Ih()rizcd p()gr.lnls lrlro lirrrr'rcl tlreir u:n'
(nlt() the llin{Jvcs.

lmposiry order

tlv thr: crrrlt l()9{)s. I}eiiing hrtl gr(rr|n
incrr'.rstnglv rr,nr't'rn((l :rlxnrt lllc (lrrtrlt,,rl
o[ the clble in([rslr\"s d(rcl{)l)llcnt. l()r
sevrral rc:tsons. [:ir\t, Ih()u8ll tltc govern-

oltnt hJ(l :t(l{)pl((l nrlcs stiPrrlltinr $'lr{)
coultl instell rn(l ()l)cr.ltr tlrblc lrntl srttr'l-

lit( j.r\t(1Ij, LI )' \\'\t(.n15 st,lr, lrcirrl.l irr

st:rllc(l ill( gJllf . thcrclrv t[ nving tltc .rlor.
crnnlrot stths(tiPti()n r(\'tnU( :ln(l (1rltr()l
( )\'cr pr()Hrxllulin.q .(nrtcnt. Se( ()nLl, I l()ng
K,'nI-lr,r.ctl \1.r, I\ l,('8.rn l)r'),r(1,.r\tinS
tlrr( nfr vP(('(l Prr,Nr:ll)]\ tr,.'r<,.s,\si:r rrr

l99l; lirr tlrc hrst tinrc. signilitrrnt nrrrnllrs
r,l tlltincsc rrsirlcrrts rrcrt,ill)l(, Ir, r(\(t\(
(lirr1'1. uI]('('n\or(11 li rr'r'iIrr Jrr, rur:rrrrrrrrn!

All onc nccriccl \\'xs.l slltcllite rlislt-lnrl
pc()plc l)c.r.{.ln buying thcnr in (lr{)t'(s. Il

\\'ls rsti[lxtcd io curly 199{ thirt 600,(X)0

I,{)(X),000 j'lt(lli(r (lisll!s \\'er( iliIllc(l ilt
the skics r;r'cr Oltiol.

Despite regulotions

prohibiting foreigners

from investing in coble

systems, ot leost two

firms hove onnounced

new proiects.

R(.()l{rlizing thut |ablt tclcrision lrlcl
rrP:rn,.lcrl t r t t , , , t t t r, 

' 
I I . r I r I r ,rnrl illt S,rllr n

lnrlia:tncl 'l:ti*ltn:tncl cuger l() prcvcnt
:.itrril.tr Ir(,lrlc'r]l. lnnr),^i'urrrng in (.llin.r.

:rullx)ritrcs in llciiing csscntixllv l(lopted
tlr( Sirtg.r1r,rt,rrr,rL,l l,,r tlx l):r\-l\ rn-

rlustry. ln Singelxrrc, thr govcmnrcnt pcr
tllill(\l ,1,'\(1,,1),r(nl ,rl .1 1';1lrlq.11s11111 1n

(r1lc,r (() a()ntxin \\.1)lt il pcrccivcd t() I)c
ltn insltti:tl.)[' tlt'oltncl lirr tclcvisron prr>

Prime-Time IV Viewership in Moior Chinese Cities
Percent ol populotion '

too

Shenyong
Beiiing

Guongzhou

Chengdu

7r3o-7r59 pm 8:OO-8:29 pm 8:3O-8:59 pm
0

TtOO-7r29 prn

SOURCE: SRG Chino Medio lndex

' Aged l5 ond older, bosed on o June 1994 5urvey of 500 people in eoch city
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granrnring. A cablc svslcnr wxs sclcclc(l
over direct l)r)tdcxsl siltcllilc ( DIIS) fi'ccls.
lx.causc clble pnrgrllrnting cln lx,clsily
rerir\\rd hl, JUlhr) lr(s l)r.[r,r(, l)(ing
aired. Thus. thc Singlp()re g()\'ernmcnt
cotrltl prc-screcn progrants, resolving its
cttncerns rlver brtr.rdcasl a()nlcnt.

l,lo brefunen olburcd?

Acc()rding k) officixls at tlre \linistn'of
Radi(). Filnl. and Tclc! ision ( lUllrl ).

slrich upprorctl ({'l .:ll)lc'1\ lr('(.njr(.s in
199J. clcr_a nrxjor cit!' in ChinJ is slxtc(l
l() A(1 .l (.ll)l( srstent Rtrlcs gr,\crnlnH
or'crbtril<l (h:rving t\\r, ()r !n()rc ('()lll)et,
ing .) sl(nls in ont ntlrrktt r :rs sr,ll .r. Irrst
u'ho lus :ttrtlrority to an':rrd liccrrscs urc

unclclr, ho*'cvcr. rnd dilli'rcnt govsrn,
nrcnt xulh()rities often rrrtlxrrizc slstents
thrt inlpingc (nt ()nc.tn()thcr.

'flr!,sc trrrf \\-:lrs nllry hllc l:ccn thc
inspiriltir)n behincl new \lll!l rcgUll-
ti()ns issucd tl)is April tltilt prohilrit lirr-
eign firl.l'rs li(nn invcsling in ()r opcrating
cable systcms in CI)inl.'tlrc rnn()ur'l(c-
rncnl \\'ils originully nraclc by tltc hca<l

of thc Clrcngclr.r nrr.rnicipul cuhle nct-
rvork rfler Ilong Kong's vltirr[ (]al)lc
l)cgxn lcstirlg lltc cirhlc syslcnt it Incl cs-

teblishccl as x ioint vrntUI,e $itl) tlrc
S ich Lra n prov inc i:r I ntlu ork, t ltc
Cltentclr.r stllion s crrulrctitor

l-h!'ltcgulxti()ns lirr Ouhle 'l\, \lunugc-
nrcnt lls<: scl guiclclincs li,r tllc c(nlsrruc,
ti()n. lrllrnlgcrllent, an<l finlrncinr ol-<'ulr[.
i\\sl('rrl\. .rn(l tht :rrrltrisitiorr r,l c,rltriP-
nrcnl. tccl)n()l()gv. lnrl |rrgrlrntrning. l)c-
sl)itc lltc ncqui\r)clrl llngr[rgc ol thc
rcgtrhtirrns. it JppeJrs lh:ll tl)rr Jac n()l
lrt rng rntt rnr, tt tl \lIl,lg( ll\. lr,,rcrl.lrl
firnrs thlrt hlrrl ulrcutlv signctl :rtrr.,crnents.
srrch lrs \\'hurf. qui(1lv r(,tllin lltcir inlcr
c\ts in (.llinss( a:rl)lc s\'\lcn)s.

-\!r)rc sull)rising. ilt I(.1\t I\\r) l'i I\
sctrrr to Irc 111riring .tltturl ()o lt(.\\ l)r()-
ic(1s. I nilcrl Internirtknxl Ikrlclirrgs ,\sirr

cluinr. trr h:rvc rcrcirrd:rpIrr;r-lrl to cs-

t:tblish lt joint rcnturc r.':rlrle nctu'ork in
llunrn. l)()\\'ca (;()rl). ()l (:llnadu. \\'lti(ll
llrcltclr' hlrs st:rk(s in s(vrrirl inliilslru(
turc ptr)ic(ts s ith 1.lrrucrlirl lor':rl ltenners
rn ( l)in.l. lr.r. Prrlrlirlr lrrrnorrnirrl nlgr,tr-
,lli.rn. h, ( \l.rl)li{h .r ,.rlrlt. iornt !( llI ,(. in
lJcijing. \\'llcth(r thrsr plop()sxls \\'ilI
trxnslrte inl() r ilrblc crrb[. svstcl]ls \\ itll ll
signi[i<anr lcvcl oi lirreign in\'()lv(.1)]cnt
rcrnrinr l() be sccn. Jn xnv cv(nl. tltc lln,
n()Ltn('ernen(s (lsnt()nstrllr, \,ct lrl.lalin, tllilt
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tocus
thc riglrt conne(tr()ns in (lhina. cxercisrd

Jt th( nglll llrn('. Jrc c\\(nti.ll lo l\r(:tking
irt() this sensitivc scct( )r.

Coble vs. soellic

The ban on forcign investmenl fi)ll()ws
a similar directive ainlcd at lraltinS satcl-

litc dish slles In ()ct(,I)cr l(x)t, MRI-'T rc-

inforced and re-issued rcgulations pro-
hibiting the privatc installation and use o[
satellite dishes in China. The regulati()ns

state that only those entili(i ()r individu'
als who receive special government ap-

provals rre permitted lo inshll satellite

recepti()n equipmcnt. Olficials have since

released additional rcgulations that re-
quire all satellite dislt nranulaclurers to lt
capiulized witlr at least Yl million, in an

effon hy l'ieijing to cxcn grcatcr contr(,
over lhe industry by choking oll thc
snrallcr nranufircturcrs thlt had cntcrgcd

to fill the pre-prohihition demand.

lniti?lly, the tlircctivc seente<l lo hlve
the chillinH elflcl on s:rlellite salcs Illc
governnrent wlntcd. bu1 c(luipnrent dis-

lril)uk)rs rcp()n th.lt srlcs l)cgxn l() pick

Chinosc Markctinc.
Ncgotiating and I nlcrpreting

Charles Stubin
792t1 Frcchollttw Dr.

Falls Church. VA 22.r,1.2

Tel (703) 560-5195
Fax (703) 641-5472

ln any case, llovemment ofhcials seenr

willinS to permit DBS in rural areas, as ca-

ble installation there would be difhcult and

costly and funding kx) hard to raise. Thc
government also seems less concernecl

about uncensored, unencrypted program-

ming going to rural areas. where residcnts

are less likely to understand foreign-lan-
guage news broadcasts r>r bc able kr afford

expensive premium proSramming, which

requires encryption equipment.

U*on ncrrrvodrs

The story is differcnt in the cities. Cur-

rently. mosl urban cable nctw()rks are

f00 MHz and consist of t2 l() lJ chan-
nels. They use largcly domcstic, l()'*'
qu.rliry technokrgy. hut thcrr ft es-in-
stallation generally costs $20-30 xnd
monthly subscription charges run $1--1-
are among the l()$est in Asia. I)uc l()
thcir l,)w (1)sl, tltesc syslcnrs arc ltt'hiev-

ffi

if
ifii
E
+
o

TV Titons
A nLrnrltr o[ govcrnnrent n)inislrics

cxcr( isu c()ntr(, ()\'cr dinlrenl xsl)ects
()l thc tr:lcvision in(lustty. In s()n)e

!Js(.s. juris(liali()ns ()ve'rlalt, ltlrtictt-
lrrrlv u'lrc'rr il (-(nlt(s l() sxtcllitcs-n()
(nginizJti(nr i rr'illing to ltbltnckrn its
(lilirn l() l).rrti( il).Llc in ll)c sxlrllilc in-

l.lrrstn. ultcthcr il lx- in\1)lve(l in dc
sign. nlrnLrl'rtctulc. s;tlt. or trsc o[ tlre
(.(luil)nr(nt l()r l)n)ld(rrslinB l)(lrp()\cs
ll!.1()\\ i\ list (,1 ll)c rDxin pLl\'(rs in lllc
lclc\i5i(nr rfl(lustrv ancl tlrcir prirrtln
r,,[ ''l lrc Ministrr- of Radio, FiIm, and
Telcvlslon (Mf,FT) rcgLrl.rte. all as

l)(rrs ()l rllc ttl(\'ision intlrrstn. It col-

I(ts llrc Iiten.e Icc. il rc(l(rirr\ suttl'
lrtr.-rlrsh r:rrncrr t() l):l\-l(, rcctivt
hnrerIrst .ignlls. I'r()\'in.i.rl .lr](l I(\:rl
\lRI'l' brrrt,lrr. urc clcvclrlTrnt Irx'rl <l
l)lc 11'I)r()i(-(ts Ltndcr lhc guitirlntc of
thc.cnt!irl (rllcr iD l](iiing.

'I I)e Mlnistry of Posts and
Telccommunications (MPT) dcvcl-
ops rrnd liccnscs tclcc()nlolunic:tlions
r)('lu'(,rki, rnt lu<ling tc'lcphonc'. fiber
ol)li( rnd c()xxill rable. lou ancl lrigh-

lxud conrpulcr nttxlern. and audio antl
vi(lc() transmissi()n net$'()rks. S(nne k)-
(:rl Ml''l hur(':lu: .rre als,, inv,rlverl in
( rhlc'lV nL'lwork pr()iccts.

Thc Mlnlstry of Electronlcs In-
dusrry (MEI) ticvelops ancl licenscs

clcclr()nic ( ()n)p()nenls lirr satellitcs,
nricr()u:lvcs. V(i1ls, ttlrvisi()ns, an(l
(()rrrl)trt('r\ lt rs .rls,r lrr'AirtltrttB t,'
l)tun(h (rut int() rr(Js ltu(lili{)nilll) tln'
(ler \lP'l c()nlr()l srrt'h ls sutt llrtr'-
1,.r.(l l,'l('rr,rrrrtttrnr(.lll,,rl\ 11( l\\i,,k\

Thc Chlna Acrospace Corp.
(C{SC). shiLh rrl\ sl)urr ()ll l11)rt) llt('
li)rnrcr Irirli\t11 o[ :\r.rorlrLrtrtr rtntl As-

It(rlutrli(s in I99J. {)\(rsc(s tlL\(l()l)
or(nt r)l (.hin.r'\ \pr(r''rrtr.'llitc inrlLr.tn.
\\ hil( li)rsign rrsncrsltip ol (.hincst

s:rrt llitt.r r. l):rnncLl (.r\5(. rrrrnl)rrnrr'tl

in Icl)rt,irrr Illlrt it \r'rtl(l olrtn litt'
slttllitc rcletrd I)r()ic(l\ lo lot'r. ign in

testnrrnt .rncl c( x )pcrull( )n. in(lLl(ltnrl
rrnr inrrrlvinl,l lhc rnunrrl:r<ttrr!. ol s:tlt'1.

lite reaeiving s\'\t('nrs
'Ihc State Admlnlstratlon of ln-

dustry and Crmmerce (SAJC) r('gu

lates the acl, enising intlustn . int lutling
br()ad(x5t rds. S,,\l(l i:' rlso inlolt'trl rn

tht rlt r cl,,Pnrrnt lntl rtt.rttrrl.rrtrrrr',rl
mi('r()\^'xve rnd sat(llitt: rt'(cl)li(),1
equipnlent.

l he People's Llbcratlon Army
(PIA) der,elops, rnenufacturcs, ancl rc-

tails rnicrowavc and satellitc rcceiving

e(luipnrent. -l.i.i/ Alkitlson

The Chino Business Review September-October I 994

up in thc $econd qua(er of 1994. Tech-

nological advances are enabling manu-

facturcrs to pnxluce smaller dishes, mak-

ing it easier for owners to avoid
detection. Funhermore, the People's Lil>

crJti()n Army (PLA). through its various

commercial entities. is the largest manu-

facturer and distributor of satellite dishes

in China, castin8 doubt on the govem-
nrent s desire or ability to restrict sales

ovcf the long term.

Scveral of the satellites beaming broad-

c:rst signals int() China, moreover. are

panially owned by Chinesc entities (-ree

list ) Asiasat I. for exampl<. shich carties

not only CCTV bul irlso Star TV, is one-

third o\r'ncd by China Intemational Trust

:lnd Invcstment C()rp. (ClTlC). Given the

clout of thc PLA and other panies hun by

thc govcmment s edicl. the rcst ctions on
satellitL' dish pr()duction and sales will be

cxtremcly dimcuk t() impleolent.
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ing high peoetration levcls. Ralcs are
carefully monitored by kxrl govcmment
auth()rities, and all rate incrcascs have to
be approved.

Thc urhan neworks llce sul)stantial
pr<rblems, however, as they lack the fi-
nancial {nd technical ability to prrxJucc

significant mounts of pr()gr{mming,
and nee(l to fill their schedulcs. Thcy
heve sorrght e u'ay arouncl thc$c ()t)sta-

cles hy entcring into adlcflising hancr
deirls q,ith distributors ()[ internxti()nal
progrxnrming lsec p.291. Essentially a

nrelns oI estlhlishing relxtionships fi)r

the future, these deals nevenhelcss rep
resent ()ne of thc feq ways that foreign-
ers have earned money from the Chi-
nese market to date.

Another financial worry faced by the
cable operakrrs arises from the original
configuration of the Chinese cable net-

Urbon Coble Neworks
'li) (lctermine the fexsibiliry of crerting

(ahlc 'fV nerq,()rks in divcrsc gc()graphic

rcgions, thc Minisrry of ltrdi(), I.ilm, xnd
'ltlcvisi()n (MRIif) in l99l cstxhlished pi-

lot clhle T\r ne(t\,()rk\ in l0 citirs
throughout China.'fhc ('()rrcsponding
pr()vinci;ll lnd muni< ipal l)r(udcJsting
hurcrrus administer thc < ity-*'icle cable
'lV nct\\errks. which c()nrpc(c with the
provincial Jnd munit.il)xl 'lV .ln(l radi()
strrlions lirr State funrlirrg. lhc l\,lRLTs hr
si. llinl in sclting up thc pil()t pr()gram
q'as to unifv e\i5ting indcpcn(lell c ble
hrxrk-ups into nr:t\\r)rks lhr()u8h \\'hi.h it
(')ukl rcguLrt(, prognrrrrrrring. lTrrrhrrlion.
rrntl lrnratlcasting.

'Ihc lo ritics inv('lr((l i,) tlrc Pr,:1c,.'t
t1,cre I't( iiing. Chlngslra. Ohcngdu,
l'rrzhou. IIunrl.rn..linhuir. \ r n linE.
SllcDy:lng, 'l':ri,vuin, xnd Wullxn. At tlreir
lirst <rrnli'rencc in l(I)1. ll)c l(l(:lhlc T\r
nct$rrrks tirrnred lhc (ihinr (:xblc \('t-
\\'()rk l.(,JgLrc ((l(:\;1.) kr scnc as:rn inlrrr-
rrral lirnrnr lirr the cxt'hrrngr'o[ inlirrnre-
tion. To itrldrt'ss the latk ol :rllirrclal.lle.

quJlity pr()gmnrming. llrc (,(,N1. srt uP.
(1x)pcrirlilc program sltaring untl pur-
<h:rsinq s\'slrm in \\'hi(h l(itgrrr nlcmhers

1r,,1 tlrt ir funtls to lrur l)r, )rtr.urrlrn8.
llrc l0 rit! cxpcrinr(nl lTro\,crl so sLrc-

rr'.'lrrl rn .rltr.tttinrl .ttlrrrrlxr.. .rtirr'nis
urr. encl yrrrrgrlnrl])i 8 llrilt \lltf'l (.x-

Puntlt'tl plrtr'ts t() int(lirxt( trrl)xn
nttsorks nxti()n$i(l( il !(!r ltlrr. ln
It)()J, Illll:l grxntcd liccnses t{) (r()J crl)lc
'lV cuhlt,sl'slcms.

\'ll{l:l s(.rs sul)s( ripti()n Pricr.'s lirr r..rhlt

ntluorks lrrrt lllrs's sonrt.rrxrrrr li,r Ixal
l)r,(( \:lri:rli(r1r. l'h( rr)inil'tn' is LltrcLrp-
inI d('rrrrstic ti--r'otlcr' tlrtt sill rnulrlr
tlrc r.rlrh l\ n(l\ri,r'k\ r0,rlir l)r(rrrrtl
st.nict.s lirr hi.qhrr srrbscril'rtion I'c.cs and
cul ()ff l)[()gr:lDulilrg to l1rxr'srrlrst riltll\.
llirn! netw()rks,sLl(h xs lllc li('iiinll (llrc
N(l$(,rk Ill(:N). usc x iUltlil Prcli'rrctl.
rnulti-(l)ilnncl distrillrtion slsltrn,rl *irlc

frequcncv lunrl, high-signal clulity. anrl

large-scale uscr capacity. Such syslcnrs
c.n trJnsrnit up l() 22 chlnntls.

l()rciBncrs tcchniculll rrc prohibitcd
lroru os ning unv grni()n ()l (:hine\c ( rl)lc
'I\ nd$'()rks. hut runv Jrc Prfli(ipaling
in thc scctor thr()ugh in(lircct ilrtcslrllrirt
lnd payblck st ltcmcs. Sonre lirrciSn cotn-
pirnics. li)r instancc, hartcr crpital invrst-
nrcnl lilr il(lvcnising timc ()r trext cquitv
in\,cslntcnls ls l<xns, slrich :rrc plicl
hxck xt inrcrrst rxtes .xlil)rltc(l t() lhc

Pnrfitr hxrkerl bv lhc dorncstic |xrrtner.

Ihe bfu three

'lhc ncl\\r)rks in lleijing. Slrangh:ri, uncl
'I'iirniin. n)uni( ip:llities s'itlt largr' prrrls oI'

ucll lrccktl ('ust()ncrs. halt tlcr,ckpctl
lastcst. llcrc s x hficl accou nt of tlr(ir r p-
crxti{n$.

I Beiiing fn r l99l llc\ rrrnct o[ lhc
(il\'\ 'l'\' Jlr(licn(c. rn()rc llliln ltlll[ ()f
tlrosr rcspon(ling saicl lltcr rrrrtrltl Irc
Nilling t{l |at li,r hcttcr tclcrision. llr
199r, ll(lN \':rs pfirvirling rttoric und
nc\\s l)r()gfir]ls l() J(X).()(X) srrhscrilrur's

enci sPt.r'illt1' ch:rr'tr'tr:ls. sLrth as liSl'\
5p()n:\. lr) ln)lcls. IJCN hrts sotrglrt to ur-
(luirc l)r( )gr'.rnrninr :ln(l (rluil)ll](nt lrorrr

llrrrrud. unrl li)rtign pl.()llllnlrrring Jl(r)ls
\Lr(ll .rs l'S I)rrg()n l:ntcrtirirlrrl( rrl h]\('
sokl progr':rrrr 0l(kx8rs tr) tl)( nrl\\(nk.

I fioniin l hc 'l irrniin (l.rl)le 1\' Nct\\'ork
l ll(.\) lr.llrsr]litr' clhle pr,rgr':rnrs thrrugh
\i\ d{)\\nt()$n xdrninistrlrtiv( distritts lrncl

r{),r!Iunil\' (lirtril)uti(nr r'entcrs \'ilr rlrtir'rrl

cublc:rnrl sutr'llitc \l.rstcr' l\' { 5\1.{'l\-,
hrx)kul)s. llr('n rclrln\n)its t. lroLr.tlurltl.
rirr c(,.rriill ('.rl)lc. \ nri(r'r)\\u\'c r\'.lt.rrl
$ill trt rrstcl l(' link thc ('('ntr.ll rlxlir)r) t()
outlf ing lrcas. S(nnc dislriah rrn(l (()trnli('r'

rrrc :rlrc:rcl1' olfcring ll-lJ cltrtnnels to
th('ir rcsi(l(nts. (lcntrJl g()t!rnrncnt-ill)-
pror'<.d pluns li)r'lilniin nill t'nulrlr the

'I irnjin Rr(li() xnd 'l\' IlrordcasliflB llur(rtl
l() install I nrillion rc<cprion tcrminlls
(^'(r llrc n(\l i.- \(:1r.. ioltE,irlinE (\l.l-
ing ( it\'. clistri( 1. xn(l (, \rntv cablc sllrlir,ns.

f SlEnghoi shanghri Crble Tv Net!'ork
(SCN). Chinx's hrSest cable slstem. hcgan

operxtion in Deccmber 199-1. SCN cur-
rcnll)' IrJn:.nlil:. I2 rhanncls t() Jn csti.
mated 700.0(X) \'iewers. SCN plins t()
spend $115 nrillion ovcr lhe next three

velrs to l>uild l .ity-$'idc, frber<rptic <:r-

ble nc'ru<xk lo rerrch f nrillion of Shung-

h:ri's.t.5 million hoLrsehrrlG. It alxr plans

to expand its svstem t().10 channels. In-
slallali()n Jnd suhxription fecs. couplc<l

with frrnds frorn (llrin<,se lnd fon,ign in-

\'cslors. arc l() c()vcr lhe cost of expln-
sion. Duc to its sizc. tlrc nctw()rk is di'
vided gcogrlphicullv iot() t\\ o
rdnrinislrali\'( districts. Xuhui xnd
Changning.

SCN is n()lc$'()nh! as the tlrst cr(,ss'
ministry vcnturc lxt*'c.r:n IIRFI and tltc
Vini:,lr) ()l l'r,\l\ JnJ Ir.'ltr.r'ntrntrnic.r-
lions. Thc Shxnghxi I)()st rn(l I'cl(c(nn-
rnunications lilrcxu. \()rkinJq q,ith I)igitJl
PrccisioD S,ystcnl ()f Il()ng K()ng, is rc-
sponsiblc lirr lccllni(;ll nr.Iintcn:ln(c ()[

lhe nrtw()rk. 'lhc Slllnghai R:ldi() n(l 'l\'
llrordcJsling llur.ru \upplics an(l nllln-
ages progranrnting li)r lhc nct\\1)rk.

llir( h ()f (.1)in:r s 2.900 citics i; slutcd trl
sct up sul)s(ril)ti(n) clrlrlc tclcvision ntt'
rrrrks. Arcorrling t() NIRFI. l0 p(,rccnt {rf
(ihinr's l\:\ :rrc rrlrcudr hrrrkct! rrp. Ii.,'
turrsc tlrt lint. tlr.rt (k'li\(r telt'rision.rS-
nlls into lt rrrtcs ntltv .iornc tht' :Lls() r'lrO
tllt:r lirr lrs ttlcplront,. <ontpLrtcr. antl
{)thcr sul>st'rihcr sc.nircr. lirrcign firnrs
thxt g!t rnto thc c:rblc sc(t()r l()(lllv
.h,ruhl I't, ur.ll Pl.rrcrl r(, l).rrti(il).rt(.rl
, l(!( L,plt( nt,'l t :l rrrt.r'. t( l( 11)rrr)luni(.1-

ti()ns in(lLrstry l(nrx)fi )\\'.
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r!()rks. Cirl)l€ scn,i(e ntui,l lrr: ofli.rcd to
thc cnlire hlock or snull c()mmunitv ()r

not at all, ltcausc n() wry Vct exisls t()
lurn ()fl individuxl connc(tt)ns. Chinese

cnginccrs lrc tl)us rl()rking firriously to
rlcvcLrp dccodcrs thilt cxn c()ntr()l the
siranal rcccivcd bt ln individual 1Y sct.

Solnc nctu'orks hllc rlcr'irlecl nrx tcr

\\'llil li)r &)mestic rlcr'< crst (irungdong
Oablc. firt exurple. ltls rnnoLrnced it n ill
irrlr) th('rt. ()th(r ('p(r.rt,)ri'.lrc hiring
"c()llect()rs' who cnsure that strbscribers

pay thcir suhscripti()n li'cs. As lec-s xre
rrllrlivcly k)s. xulln)ritics (k) n()t appc.rr
t() ()bie(t k) tlris in<rc:tsingll'<rrnrnron
rllx'it clilrcme-prrcti( c.

Scvcml of thc muni(ipul cxl)lc s)'ste s

hlve grorvn into sizlblc ()pcrtti()ns (.r.{,

hox). The Shanghli nctsrrrk. tirr cxanr-
plc, hJd 7(X),000 sr.rlrscrihers lts ol'N()-
vcml)cr 199-3. lnd hirs tlrr: lx)tential {()

rcxcll +.5 nrillion viervcrs in 1he surround-
iog irrcus. Tl'te plrtners-tlrt Shanghai
iVRF'l and the ntuni(iprl p()sl and
telcc( )mnlu n i( ati( )ns llrrrelru. hoscvcr.
still h:l\,c n()t c()nlc l() lll .rgfticnlent on
ho$' t() share revcnucs. c\'(n th()Lrgh tlr.,
ry:,tcnr ltl:' hr'en ulT :rnrl ftlnnrng i,inc('
l)cccntbcr 1993. 'l his silulrti()n slr()Lrld

scwc lrs lt warning t() ll()lcr'rtixl investors

in (:hincse cal>lc svstcnrs-it is critical
lhxl li)reign c(nnpJnies lrc cornlirrtable
:rnrl rrrnEdcnt {}l tlrcir pilnn(r's inr(,nti(,ns

lncl hlrnrnrer orrt all trrnrs lx'li)rc c(xnnlit-
ling t() ln inveslnrenl.

Proceed wi$ coution

Broodcost W Socllics Beoming to Chino

within l2 yeors, 50-80 sotellites ore expected to be beoming signols to Asio.
Among lhem ore:

S"tdli ; t"r".h D.tg

apsto" t 
.. .-.-..-ct,i"" 

r.i*r" rt'"1b"a5i"g.p"." )"V lrrl

April I 990
(not operotionol
ofbr I 996)

ApSlor2 Chino, Toiwon, Thoilond, Singopore December I 994'

Chino, Hong Kong, United KingdomAsioSotl

tuioSot2

BS.3A

Oongfong l'lorq
(:eries I ,2,3)

Globosicr

l"CS"r 5O8l3)

Polopo B2P

Polopq B2R

Polqpo C.l

PonAnSot

RimsoF l

Strctionor I 2

Th"l"". I

U-ar"d
U"""r"d l(tf

Chino, Hong Kong, United Kingdom

Jopon

Lhrno

lnternolionol sobllite consortium

lndonesio

l"da""tl"

-na*ti"
USA

USA, lvlolc/siq

Russio

Thoilond

Molqrsio 
_

South Koreo

December I 994'

1984, 1986,
199 4

Morch ]98r'

Mdr.h 1987

April I990

lees'
I 995'

November 1993

't989

December I 993

1995'

t 995'

' E&e<ted
SOURCE: ti3o Atkinson

tudcs to$'iLr<l l()rcign investntcnt !rc
likell to rcnr:rin inc()nsislcnt: li)rcign
tcchnology and llnlnces arc nccclecl, but
fi)reign p:rnicipxtion in x (rili(!1, pr)ten-

ti:rlly lu( rrlivc sector q'ill rullle feathcrs
lncl prorrrkc sharp t)uthursls trnD thc ilu-
th()ritics li(,m li,[e to timc.

For norv, lhe tcchn()l()gy ud financi:rl
whcreu,itlral tlut torcign panicipants cxn
p()vide is vcry rttructivc rr cash-prxrr Chi-

nese netuorks. In additk)n, plirnncrs uill
relcomc technokrgical advances in clble
tltar rnight r'ngcnrlcr lrrortdcr comntunic.r.

ti(rns aldl'anccii :lt c()sls savings.

[']ut c()rnpxnic,s \!anting t() cntcr
Chinr's suhscripti()n T\t market mxy
not l)c ill)le to secure the kincls of
guirrilnt.eii they typically scek. \0hilc
the continuing decentralizatkrn of the

syslcnr prrvicit's opponunities firr op-
ctillors. dclls nrust be craftcd $ ith k)-

crl oflicills quicrly and crcarivcl!.
'Ihc s ise invcstor d<x's nrl head up
to Ileiiint k) <lernand n'hat sorncone

else alrclcly hls: such xtr action
migllt hurt his strnding wilh Ilciiing
lnrl provokc !uthorities ro ovcrrcalct.

To slr,c lacc iln(l dennnrstrate il has

contlrl over the industrv. llcijing
might cr.rck dos n---<rn everylxrh'. t

ARBITRATION PROBLEMS?
Have you had trouble collecting an Arbitral Award (against a

Chinese entity) granted by the Arbitration Institute ofthe
Stockholm Chamber of,Commerce, CIETAC in Beijing, or otherl

It's not too late, you may still collect 1007o.

contact: Roberr R. Aronson 4747 North ocean Drive' suite 223

Ross ENGTNEERTN. coRp. ii,lil$#i;ifrida 
33308 usA

Fax: 305/785-0656
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(lhina's cablc inrlustry will likcly con-
tinue to devel<lp rlpidly. Irut lllc lilture
u ill rorrain lnrrrky. 'l hc rulcs lrc unclear
to l)(Bin \\ ilh. untl tlrcir intcrpr,.'tnti,,n
sccrls ()pcn for r'onst:rrrt rc\isi()n. Atti'

I 989

Russio-bosed consortium 1995 / 96'
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Chino
ry Gui e

tiso Atkinson

Chinot TV stotions

ore rushing to fill o
progromming void

I [iso A*inrcn, o film ond clevision
producer ond consulbnt, hos wo*ed
exiensively on US, Conodion, ond
Asion co"produclions, inlegroting new
digilol muhimedio ond high-de{inilion
technology. From 1990-92, she served
os the coordinotor for rodio, film, ond
chvision ot the Conodion Embossy in
8eiiin9.

-

1A hin:t ij, n(,1 .r (r)unr+ knos'n ti,r
f .. rnlill.rtinI lcle\ i.i()n I]slrti.rll]
L lx,f,,rc l9lq. rlrc g()\.,rnnrcnt
\al c,,ntr,,lletl ncl$'(,rks s{,uglrt t(,

erlucatt, rrnd enlighten tlrc nrasscs, rathcr
th|n cntcrtnin ll)en]. llut th( powcr of
mlrkct rcform is heing lclt cvcn in this
reirlnr ()f (cnlr l control. \vhilc Sl le-run
Chinl (:cntrill Televisk)n ((:(;lV) still puts

rxrt strch T\: setics'Js l:ilibti'll tr)r |legL-
,trrtitt l\)uw. :rdv:rnr'es in lrrolrti lrst ing.

cablc. and satellitc lcchnologies are
witk:ning th< uuclienr'r'hlsr'und rts vtc*.
ing options.

These ll00 millkrn vie'r ers arc cager for
n('vcl ]nd (nt( nJining progr.rrnnrrng. fr rrt -

ing China s nc* television stltir:ns to seek

qualitl shous thxt attrircl illdicn(es and
aclvcnist's. Fore'ign supplicrs rnd pnxluc-
L-rs rrc ('llgcr to hll thc lrnraclcrsling void.
IJowevcr, lhc Ministry of Radio, I'i|fi, and

Tcltvision (MRF|), thc govcrnnrcnt orga

niz.rtion that ()versees the in(hlslry, limits
tltc umount o[ lirreign pnrgrtmrning Chi-

ncsc stxli()ns nuy l)l()J(k-.lst, ils it ',\'xnts k)
strcnglhcn ckrmestic prxluction r'ompa-
nir.r lr.lirrc:rlkr$rng lirrcrgn ( r nrlx titi(,n.
'l'hus. I()RiBn p(xlucers kxrking lo cntcr
the (lhinc\c nrarkct nrey fintl Ihcir
strongcst sltofl-tcnn prospctts lie in thc
lrrc:r ol'ctrprorluction $ilh lr (:hincsc'fV
\txttnl { )r l)r((lucli()n c(nnpxn!'.

On the oir

(:hinll'i, 6rst tele!isi()n l)ft )l(l(xsts rircd
in l95ti ln tlrt lirst clcr'etlcs ()fthc l'RC.

$.'hen Stirtc policy called lirr progrlnrs
that pft)jcctcd r unified nati()n l idcntit)',
TV sh()r1s oftcn featured q,holcsome
T,igncttes of Clrinese c()mmunilics $()rk-
ing l()raether t() l':ttild a ncw c()unlry. Thc
Statc opcratctl and lunded all prrxluc-
ti()ns xnd stlltk)n ()perati()ns. l)roducers'
only con<crn \\'ls to create pr()gr:lms
that f<rlkrqe<l State p()licy. F()reign pr()-
gmmming, ac<luired through bancr tlc'als
q'ith thc soviet tlnion, Hungary. [,(r.rnd
and tlasr Gcrmany, appeared on CCTV

from the otrlset.
In 1982, the government rcpliLccd thc

Central l.|r(ud(asting Auth()rity with the
Ministry r,l Hl(lio:rnd Tclevisi,)n, t(' giv(
higher prioritl, t() deyel(,pmsnt ()f the
hrourltrsting industry. In l9&). thc nrin-

isrry lbs,,rlrcrl lhc MinislD r:f (jtrhurcs
Fil,rr llurcau, cre{ting \lll}-f as il slands

loday. NlRm, undcr lhe dirccl control of
the St.rlc (i)un(il. uses thc Statr C()uncil's

nJti(rnnl ccon(xnic and culrural plans to
create lrroaclcast guiclelines ancl to set

lrrlicr Iirr crcrl .rspe(1 r)f thc t('l('\ i\i()n
industry. lURfT s CCTV is lhc Slilc s nx-

ti()nal tclcvisi()n stetion. p(ldu<ing rntl
l'rnu<l<rtsling on scvcral chlnncls its oun
pr()gr nls u:i wcll ls those prrxlrrccd by
tlr(, Stlrtc lirlrr..rtion (:,)mnriJsii)n. n)unir'r-
pal .rnrl l,r:rl lV sl.lti()ns. uncl lirrcigrr
pnrluccrs.

.\ p:rr:rllcl l)trt srparxtc rn(il!. thc (.hi-

nesc (;()onlunist Piln) s Pr()pirgJn(lx l)c-
pilnn)cnt. rcvic$r' and provitles input t<r

IlRfl. 'lhc Prr4r:rganda Dcpxnnrcnt scls
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broadcasl standards. vets domest ir'
s<'ripts, and pre-screcns tbrcign progranrs.

Stations and pr<xluccrs xre illso expected
to hc self-policing, avoiding prograns
with vi()lcnt, p<lrnograplric. ()r anli-go\L
cmmcnl contenl.

In the finit 20 yerrs ()f the l,c()ple s Re-

pul)li(, rherc \\'crc li'\\ l('k\ ir'i()n \lalx,n:'
ln,.l linrullt no kxal Irnrlrrc'tion. Stirtirrns

otrtsidc tlte (JpitJl E(n(Tilll) r(..trunsnril

tcd llcijing based progranrnring antl
rrrany l:rcke<l thc c(lr.ril)nrent to p()ducc
pft)gr.rnrs. ln 1960, Cl)inr lrr(l 29'fV stx-

li()ns: l))' 197t1. onl\' 9 morc had been
adcled.

In tlre l:rtc lt)x)\. IlRl:l l)r(,gnlnrIlrIng
polit)' began t() tn(\)ttrxgc pr()vinci.ll
rnrl lrrral :tlttir,ns lr) ('lrlcr lr) l<,r'.tl ticrr'.
rrs hu prrxlucing prrgrunrnring thal rc-
llcctcrl h,eul cLrltrrr(.rn(l (li.ll((t. StJti{)ns
still re(civc(l lirnding lronr krcal- ancl

pnrvincial-level lrrcxclclst hurcaus. but
ttcre lrlso al)le t() txp inl() ne$ funds
from adr.cnising, u hiclt u as intr()duced

quircd to submit production s('ripts for
ccntrul g()vemment aPpfi ,vxl.

Ar' th( indusrry hcg n t() sllifr fr()nl
Statc t() olarket dcpcndcncs, cities
scrxrnl)le(l rt: hrrild thcir ()wn'I'V slr-
tk)ns. lld\r'ccn l9tt-3-t16, thc nunbcr of
stirli()ns iunrpcd fr()m 52 t() 292. llul k)i\'
urgr'r. :r dc nh ol prrrdurtion (.qu1p-

nrcnt, :lnd a lack of fun<ls gcncrally left
sl:lli()n \\'(,rkcrs liltle inc(.nlrvt. l(r inr-
pr'ovc pr<)grlmming and tc,< hnokrgy lcr-
cls. In thcir iDtcnse c(nnpctiti()n fi)r xd-
vcrlircrs. ]V st.lti()ns in the l tc 19tl0s

fLxrdcd thc air$'aves rvith nl()rc c(xr-
nrcrt ials thln progrenrs-lnd walchcd
thcir aurlicnces slrrink.

\()\\,. l(, irlrpr(^'s progrJnr (rnllcnl. $'in
vrr.'ut rs, :rntl llrcref(,r(, l)(' :ll)l( to r:lis('

xd rltcs,'lV stxti()ns px,v proclrrccrs f<rr

pft rllrlrnrn)inli l>y giring tlrcrrt rrclrcnising
skrls thc yrrorlucers nrxy sell t() cirm rev-

rn!rc. As ()ne inrnredhtc result. the l)()prr-
lrr d<rrtrcstic progranr / l.ot,r, lbu 1)di-
,r,l(rt ( l99l) gcncrrtccl YJ.5 million in acl

n,rt,ntre lirr its Pnxlurcrs. I'irrunii:tlll irr-

spirccl. <krrlestic pnxlrrccrs arc slrcttlring
lhcnrscl\,cs 1() unc()vrr rnd m('ct audi-
cncc (jxPr(lilli()ns.

Foreigners on xreen

Fr)rcign p(,gmnrnring in thc car['days
(,[ (:llin(,se 'l'V c()nsistcd prinrlril,v of
shos's lrlrlcrctl [r<xn so<iali$ llics xnd u

li,u p(rgrlrns suxppcd \r'ith ltritisl) and

.leplncse pnrltrtcrs. l-rom l96G7l. at thc
Itcight ol the Oultural llcvolution, Clrina
suspcnclttl all lirrcign p()gruDnrins ({)n-

trJ(1\. Alteru:lr(1. ft rreigrr pft rgr:rnrnring
s ls :'ourr't r-l lrrrm frrrtign (rnl)J:rsicrr.

sJrirlr *'or,rld olien pnl,iclr g(,vcmnlcnt
cultural lncl l()urism pr()m()ti()n t idc()s
free of<1targe.

In l9tl5, (l(:fv. facecl with (xpitxl an(l
proSrunrnring shortages. signcd its lirst
ldvrnisinlyprogranrnring hancr deal rvith
r li)rcign (rnllpxny-{lls llroid(irst Inter
nati(nlJl ()[ thc tlnited Slatcs-to hclp it
lttraet aurlicnccs Jnd B:lin Jd\r.rlisinF
revcnuc. ljnder the ()pen-ended dcal,
CIIS xnd C(l]V exccurivcs mcct cach
year to sclccl 6,1 hours o[ (]lls pr()gram-

ming to bc l)rotdcast nationally ()n

pri,nctimc (lhincse television. l"()r cach
hour (,f prograrnming il pr()vidcs, (;lls re-

ccivcs five minutes of aininrc t() sell to
forcign rrlvcnisers. who p:r) in ft)r(ign
currcn<1.'l'hc lw() panners split thc'ad
rcvcnues 50:50.

W stotions poy

producers for

progromming by giving

them odvertising slots

the producers moy sell

to eorn revenue.

in lc)7r. l,()cal stati()ns !t'cr( also gir.cn
penuissi()n to clcvclop sonre of thcir
()wn pr()granlrlling icleas. bul rvcrc rc-

Who's Wokhing TV in Chino
Number of doily viewers '
(millions)

6

I ta"

23"/"

6.0
87"/""

5

4.5
$r^"1

4

3
2.6

.827;'l

2r/"

l4v"

2V/"180/o

a t,ft"

2eh

'o*

24"/"

2.1
F71;'l

ta"

t2"k
t.5

(84%..)

tlB/"

Guongzhou Shonghoi Bciiing Shenyong Chengdu

18/"
t3/"

o

SOURCE! SRG Chino ,r,{edio lndex

' Aged I 5 ond older, bo*d on o June 1994 survey of 500 people in eoch city

'' Perced o[ totol city populotion

! lg€ t S-Za

_- A9€ 25-34

. . Age 35-/14

Age 45-54

Age 55 ond older
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Since the first i()int b()adcast season in

19115, CBS hrs sold (lCTv ,l00 hours of
pr()gr:rnrnling. including c'pisrrles of 6tt
)Ui ules, l)r. Q i']t. Mcdicitc Womqn.

coverlgc ol sp()ns cvcnls, and a special

on ()pcra j'ingcr Luciln() Pavxrotli. The
progranrs rcgularll t()p thc Chinese rar-

rng:, .rnd CltS s llnrlrnrrk J(lvcrtising
baner schcnte rrnuins thc m< el firr [<rr-

cign progranrnring drals. In effcd, CCTV

has gained qulliry progranrs wilh n() cash

outlay, while Clls has gainccl prcstige and

exP()sure while av()iding currcncy c()nver-

sion headaches.

Sinlilar dcals havc sincc supplie(l Chi-

rresc,TV witlr nuny li:rcign frlrn'. nrini-s,-
ries. and tnovies of the wc.ek produced
hy [JS companies such as Lorimar,
\X/arner Brrxlrers. I)isncy. 20Ih Century
lt)x, and P.rrirmount. Canadian, Japanese,
Singaporc. rnd H()nE Kong sh<;ws are

also populer.

N(x\'. s()nle lirrcign 6rnrs, haling got-

ren their feet !\d in tlrr'China market.
rrc trying t() Ilrovc bcy{)nd individual
pr()grum srlrs to pecklge cleels and spe-

cialty channcls. likc thc deal CIIS struck
\r'ith x T:li\.\'rn cal)lc pr()gmnrnrcr. llnder
this irrlrccnrent, th(j Txiq:rn cornp:rny will
huy progranr packagcs to be hroldcast
during primetinrc l>y scvcral cablc nct'
!\r)rks, in ('ffc(1 crcxting CllS pr()Hrrrn-

ning hl<rks. 'l hc mainlancl has no prece-

dent f()r such an arranllemcnt, h()wcver,
ancl such dcals will not hecorne reality
r.rntil (lhincsc ofhciels lr<rrrDc lrrorc <rrnr-

tirrtrlrlc u,ittr cxpanding c()ntruct terms
l)ey()n(l lrlditi()nll bartcr arrangements.

while C(:lv hls the nrc:rns to huy or
luner forcign progranrs itself, regional
lrrl).rrk'rrstt rs ['fi1)'l)a(,8rJrl) prtrilt.tsing
lcagues lo p<xrl lirnds to lruy lirreign'fV
pr()grums. li)rcign sh()u's ten(l (] ilttrict
thc highesl ludicncc ratings lnd thus
r'r:mrnlnd higher:rrl rJtes than th()se
chlrgetl lirr tkrmcstic shou's.

l\'lrny f()rcign progrxmming drxls xre
stnrck al bielrni!l lrrru<lcasl tradc slxrrvs.

1'he rnost popuhr xrc thc Si(hurn Inler'
nrlional 'fV l:cstival, last hclcl in Septenr

l)cr 199J, in(l thr Slrxnghri Intcrnationrl
TV Fcslivxl. which will nrcel rn Ocl(r)er.

In thc llst li'w yclrs, sonrc lirreign pnr-

duccrs ilnd progranr venclors hlve begr,rn

selling programnring to (ihina througlt
pr()grrnr hr()kers, thcrrby av()iding Chinr
officc, staff, xn(l travel (r)sls. US brokcrs,
such lrs Cllinil Ass(x ialcs. Asian 'l-clevi

sion & Communications, and Dragon !in-
tenainment, purchase prognmming ri8hts
from foreign producers or distributors,
then resell the proSr.rms to Chinese pur-

chasing leagues i)r indirrduel \tJli()ns in

exchange for advertising slols ()t cash.

Under such arranSenrents, producers
forego any say over ivhcn and w'here

their programs will lr Irroadcast.

Reofirg odwdising rcrcnue

The success of such advcnising baner
dells hinges (,n Ihc desirc,rf.,xnplnics
to market their g(x)ds and scrviccs to
China s TV vi(wt'rs-anJ that d('!ir(' is

strong and growing. 'Ie'levision advertis-
ing accounted for 22.4 percent of China's

advenising volume in 1990; last yeir, it
generated 36 percent of China's total a<l-

vertising revenues of $1.5 billion. In 1993,

CCTV and Shanghai TV raiscd ad ratcs J0
percent for foreign advcniscrs u'ho pay

in hard currency, and 100 percent-plus

for joint-ventur( Jdtertrscrs. u1x) pJ) in

re'nminb| S<rn\e anal_vsts prcdiclcd a 120

percent iuorp in fecs frrr ly).i, l)ut (()m-

petition from the channels on intern:r-
tional satcllites n<lrv broadcasting intcr

China hus cau:cJ th( Strl( A(lnrinri'lrnt ir )n

of Industry and Commcrcc (SAIC) t()

lower rates in the pasl few m(nrths.

ln addition to serling prices, the SAI(:

regulates irdvcrtising content, length, and
placement. TV advertisements typically
run for 10, 15, or 30 scconcls antl are
lrroad( J:,1 s rth { 'llrcr id\ Jl tlrt: l)(Einninjl
and end of a show. On occasion, CCTV

ltJs tricd to insr'n r' nrnrtrtrll lrrt'lk:' in

the middle of progranrs, bur with lifllc
success. as audicnces gcncrally provcd
hostile to the intemrptiurs.

Recognizing that ad mtcs arc dircctly
linked to audience size, Chinese-lV su-
tions seek to maximize the numb(jr ()f

broadcast hours dcuxcd to wcll-rcccived
programminS. []S acli()n and idvcnture
series, such as Hu let', havc pror'cn cs-

pecially popular. MRI'T, hos'cvcr, is :lnx-
ious to prcvcnt forcign pr,rgrlrnr [r,'nr
domin.rtrng Uhinu i uiruer(s. Ilrgrnnrng
in rhe 1980s. MRFT fixed the anx)unr of
foreign programrning allowed on (ihincse

stations at 35 percent o[ trxal hroackast
hours-the highest level in Asia. Most
stltions air the maximum allowlblc- lirnit,
which is not consistcntly cnf()rcccl, rnd
many have found weys to av()id the (ap.

MRFI rules also linlit () ahoul 50 percent

WAR AIID PEACE
WITH CHINA

Firrt-hrod crpcri.ncas of Mrlhrll
Gr..n, John H. Holdridgc, rnd

Willi.m N. Stokcs

This book by Foreign Scrvice
professionals who had major roles in
cpochal evenls revcals new aspccls of
US-China rclations:

Offers by thc US of de lacto
rrlations to the PRC bcforc it was

formcd. At Moscow's bidding,
Mao arrcstcd the American
Consuls making thcsc offcrs.

China took a major part in thc
originrl invasion of South Korca,
and the U.S. had advance waming.

Thc Taiwan and Victnam issues

with China.

Why C h i n c s e - s u p p o r t c d
insurgencies failed in Indoncsia
and Thailand.

Srrnglhs and weakncsscs of
lowcring figurcs of history.

St-ategic and economic forccs at
work.

Arthur W. Hummel Jr,
Amb.!!.dor to Chinr, Burmr .rd
P.kist!n, (1972-85):

"A highly efective and
outhotilotiee eiew by irLtiders of
our relations with China, Jilled
u,ilh lively human interesl.

Willirm P, Burdy, A$irt rt
Srcratrry of Stlt for Ersl Ati.,
( 1964-69)
tdilot ol Fot.ign AlIairs,
(1972-E4),

"Fascinaling. . .of great vohe
an inpo ont coniibution lo
history."

Published by Diplonrtic rnd
Consular Oflicers, Retircd

To ordcr scnd $15 to:
DACOR Prcss

4858 Cordcll Avenue
Bcthesda, MD 20814-301 I

Ordcrs by VISA or Mastercard can
bc faxed to: (301) 654-5508.
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rocus
the sharc of f()rei8n pr()Srxmming that
can comc fi(xn xny ()nc c()untry.

F()nunately f()r (lhincsc (knncstic pr'()-

duccrs, not all f<rreign pr()grarDs arc nrn-
aEay hits. The CIIS seties l)euul.t'.tnd th!
Bedst, lor example, failcd to (onvince
Chinesc vic\r'crs thxt a lxautifirl $lnlan
q'ould bc lltr cted l() an ugly crcaturc
q h() lived undergr()und.

Stetion orlners and fi)reign and d(nncs
lic pr(,Hrxmrilrrs r(c(rgnizc lhJr tllcir
vieu'ing ar.rdicnce ltas groun morc sclcc-

rive. All are n()$ stu(lying suneys rnd
fx)lls t() detcrmine r,r1ut auclicnces u'lnl.
Currcntly. donresticllly prtxlu<c<l docu-
dramas that explorc rcalJifc crises, in thc
m()Ll( ()f ,4 (.utft,nl Aflit, Jr( p{'pUl.rr rn

Chinr's ra,(x mxrkcts.

Wo*irB togelher

With MRf'l qu()tas ()n forcign p(r-
gramnring n()t likcly t() dis:rppcar srxrn,

the nx)st pr()mising rrcx ()f opp()rtunity
tbr foreign firnts is co-proclu<tion vcn-

tures. For onc, TV sh()ws, unlike filDrs,

are n()t suhjecl t() c()-p()ductk)n qu{)las
(i.r, p.16). wltilc gencrul rules f()r c()-pr()-

durrions luvc l)((n r)n lh( hrrrkr rintr'
the early 1950s, ncw guiclclincs ainrcc!

m()stly at filnr pr(xlrcli()n wcre enactct]
eirrlier this yexr. 'l hcsc nrlcs givc (lhincsc

Jutlr(,rili(\ thc riglrt to .rl))ft^1 :.(n(s rn

c()-producti()ns l'tforc thcy.lrc sh()t an(l

to xppr()vc lhe lln:rl eclit of thc <rrtrplttcci
procluctions ltforc they are relcrsed li)r
distril)uti()n. l)irccl()rs nnd inisls cxn re-

vise thc shrxrting script li)r anislic pur-

poses <luriog thc prrrluction pr((-css, l)trt

the sl()ry clnn()t lr eltercd substrntilllr'.
Forcign prrxlrtction (-(rrrprnics (lnn()t

pr,xlrrrc pfugr.tntrttinl ,,n lh(ir,'\\n rn

Chinr.'lhcy musr sc(urc thc sprrnsorship

of a Chincsc ()rglnizxti()n t() snnxlth the
$':l\' ft'r ('l(,Jring (lllripnk nl tlrft,ugll (.lrs-

toms, ()btaining location pcrmils, ancl
gxining thc kul l.lroa<lcast l)ureru s ilp'
pror.rl ,rf thc projtrr lf tltc spon,',rring

orgenizetkrn is a l<rill p()([l(tt)n hrrrcJr).

rl n)iEhl ll.lr ( ('r( Jtrv( r,r lln:rnr'[rl in
volvcnrcnt in thc pr()je(l l)cy()ntl its spon-

sorship rolr. In nrxny (Jscs, thc (,hinese

sp()n.,rr pr(lvirlts pt r.r,nncl. l.tcrlrtrc:'.
and equipnlent. 'l hc [<rrrign rn(l (]hinr$e

crcws m:ly have diffcrcnt rppr()ilclles ()-

war(l costs and lalxlr, howevcr, and "olfi-
cial' fces havc hccn known k) nrultiply
arbitnrily.

MRIT olnciills exprcss suppon f()r co-

pn uction deals and lure foreign compa-
nies with tax lTreaks and other induce-
nrenls, such as discounts on lodging and

kration lees. MRFT now also allows for-

cign c(rDpanie$ to strike deals directly

Since 1990, digitol

production ond post-

production techniques

hove become more

common.

vertising production conrpanies. Sales of
Sony pr()fessional broldcast equipmcnt,
for examplc, have jumpcd $ 10 million
each ycar since l9t{1, topping $l(X mil-
lion in 1993. High-end custonlers arc
snatchinE up digital/anakrg components
and BVw tsetacam sl'equipment. $'hilc
lo,r'end cuslonrers are llrying PVW ancl

fl-matic equipment for vidco and auclio
production. Future tarifT reducti()ns will
increase statr<rf-the-:rn cquipnrent sales.

Ne$' n)oney is joinrng thc n( \\' cqurfF
ment. Now able and anxiotts lo ntlkc
profits, Chincse producc'rs are aglarcs

sivcly se< king rndtpr.ndc'nt [rnlncrng.
The lleiiing 1V Afls Center, an inderyn-
dent arm of Beijing 'l'elevision, wes ablc
to use its establishecl track rctrrrd o[ prtr
ducing fx)pul.lr, quality p(Eramnring t()
()btain $1.5 milli()n fr()m the []ank of
China to hlm A Beiiirl:e/ ii NL,tt' llrb on
location in the tlnited States. Thc (ull-
pany also set up a pr r,tction company
in New York t() aflra(t intcrnati()nal fi-
nancing and scll programrning to ovcr
seas networks such as Chicago-based
American Asia Satcllitc'lclcvision Nct-
work (AATV), which in August 1993 bc-
gan broadcasting Chinese-language p()-
gramming 2/t hours a day over the
Amrri(:r:. Ollrcr prrrrltrt'txrn t ompJnics
are setting up similar . rrrn8('nlents.

Technology chirngcs poiscd to trans-
fi:rn tclcvrsion urrrldwidr lrt n,,t hinli
ignored by Chin:l s plxnners. For exrn)-
ple, ()vcr the ncxt decadr MRIrT officials
phn t,, intrrxlutc in (:hinr high dchnitir)n
television (III)TV). HI)TV systcms lrrrad
(Jsl (lig,ral signals. ulrith.iln) nx)r('rn-
f<rrmation and rarely lrrcak rlo*,n thc rrv ey

current analog transnrissi()ns do. Jhe re-

sull rs r slronger, .hlrptr lclcvr.ir,n itrt

agc. MRF-I'plxns t() sct Llp x nati()nal (en-

ter hl the end of thc ycar to rcsertrch ancl

coordinale HDTV pr()dudi()n. p()st pr()

duction. and broadclst nccds.

China s progrant prtxluccrs are crgcr
I{! ulilizc \u(h nt'u' lc.lrn()irgic:. lo tnt
prr,ve tht'rr p(drrtri,rn \rJn(lrr(l\ (i'0)-
binc Ihis drivc to upgr:rcle with audi-
ences constant clenrand for the novcl
anJ cxtiting untl th( r(\trlt rs il \'or;l('r()rrs

market lirr pr()granrminL lnd c<ltripnrcnt.

Despite ccntrally irnpr)scd rcslri('ti()ns,
forcign firms can still find ()pportunitics

to produce ancl scll tclevision programs
in China's'IV industry. which slroukl
i)pcn up funlrer witl] tinl(. t
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uiih'Iv slati()ns and production h<xrses

al thc l()crl and provinci{l levels. In a

rypical clcal, tlre ccrprtxluction s Chinese

pilnner retains c()ntrol of copyriShts for
the tkrnrestic rnarket and negotiates a

splir fi)r the foreign rights with the over-
scits prnner.

Wforfie'90s
ln the next fc*, years, MRFT will con-

cenlrirlc ()n improvinS domestic produc-

ti()n. State cnterprises involved in film,
'fV. and viclco p( uction will be merged

t() incrersc e(()n(nnic efficiency. The new
congkrrnerates *ill thcn have to swim or
sink in the sea of free enterprise, as

MRIT lL,i. slJl((l rt u'rll no longer resusci

letr rcvenue'krsing T!' studios.

Nlltl'T $'ill also try to improve pro-
granrming hy increasin8 domestic compe-
lit()n. AppR)ximately 200 individual pro-

duttkrn hrrrscs arc liccnsed t() ()per.rte in
( lrnJ tr,(h\'..rnrl more lrrense:' qill lrc is.

sucd. Thc'T\: clrxm. departments at
(l("1\ .rntl firuniLiful Shrngllai televrsron.

for cx:rnrple. have [Tecome fiscally and
creJti\.cly indepen(lent prrxluction com
pxniss thrt conrpctc wilh their former
pxrant c()mpxnics. Another ne$ com-
pln1. [,,rrnrlc,l l11 popul.rr pulp.liction
n()velist wxng Shuo, one of the writers of
the highly successful .1}.)n'.'s.fron a Neus-

nraa. i. llrt'rcly ilt u'ork.,n a new seri(s.
Impr()ve me nts in pr()gram content

rlrorr lrc, rrJt(h(d h! inrpr(,v(menls rn

procluclion quelity. Since 1990, digital pro

duction anrl p()st-pr()duction techniques
havc bcconre m()rc a()mm()n, especially
x,nl)ng thc cuttinS-cdgc independent ad-
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sttYttt.

A gu( st at Shcrrton
llua fing in Shanghai
was onl,r- in tr*n for
a rouplr of rlays. de-
Itrnrinrrl 1o find i$,()

l0ng lost nunts.
Luckill for him he

humpcd inlo lll'ggie Zhang. ont of orrr
assistanl managers. and cxplainrd his
predieament.

With no morc information thnn n slr('el
namc stribblcd on a pirct of plptr.
lli'ggie finalll discovr.rrd thr luo old
ladies thoil lx.en liring in porrrtl for
ntore than (hirty ycanr.

lou tln iuraginr lht sislt'rs'r'ntolion
whtn lhrl callrrl lhtir ntphct liorrr lht'
phone hor ncar('sl lhrir honrr'.'[hcir
nrighbours rrrrr amazed uhtn lhc tldtr
sislr.r. rrho srldonr spokr lo ttton('.
grourerl hcr lrrilrt.rul rrn tlte lthonc irt
flutnt. if rusl1. iinglish.

[rggir inslanlll arrangrd for a holt'l
(rr ao pi(.k up lhr .rgr.d arrnts frrr ltarful
rcunion at lhr Shernk,n llua I'ing.

ll rras an trptritnrt norrt of us lill
erer forgrl.

Of cour:.r. aflrr ttn 1r'ars in (.hina our
st lT rc quil(' ustd lo hrlping our gutsts
in lhe mosl unrrsrrtl wa1-s.

Which nral ('\plain rrhr so[r(' of lhtnr
harr. slavetl rrilh us (ontinuouslt for
ntorr lhln firr 1r'ars.
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hts I

omerosl
Little Act ion

Williom Brent

Chino's struggling

significont reforms

Co., officially cncling thc St:rrc s 15-ycrr
ntr)n(,p()l) ('\(r th( rnori( industn. A pri-
vatcly onncd frrnr. New tira *as cnrpou.
crcd by central authorities to prrxluce,
(lislribute, and cxhibit 6lms in China.'Ihe
goverrunent's hlessing of Ne$' Er.l is ar-

gr.rably the flr()st imlx)rtant event li.,r thc
l'RC s 6lln industry, which has hrng l)(jcn
I weaFx)n for pnrrnoting class stmgglc.'
r'incc thc C(nrtmunisls Jssumcd [x)wcr in

1949. New Flra will provide State intcrcsts
with rhcir [irsl dircct crrmpctiti,,n fr),1
the private se<'tor.

The aptly nxmcd Neu' Em nray in firct
bc r harbingcr ol a future in u'hich
nr()ney, ruthcr th3n p()litics. is the txxk)nl
linc in Chinr's film busincss. llur it is still
tar t<xr early to spcak of a privutizcd mrr
ti()n picturc indrtstry in China, muclr less

x Chinesc llaola{u' . as Ilollyw<xrd is

known on thc nrainland. The Ne\\'!:ril Ii-
r'cnse. * hir'h als() J^..rrnits thc companv
t() ()&n !nd ()pcrtte its ()$n cinenlJ
chain. is cllssificd :rs :ln "L,xp(rimcnt'
lml lercling lilnr autlrorities say that tlrc
nrarket uill rcmdin nr()rc cLrsed than
opcn in the n( r lcnn. cltspite tlrc trcnrl
oI r< onorDit lihcrrlizetion (Lrrrcntlv
s\.\'eeping lhc (r)unln.

\cr enhclcss, thc rclativelt untlppctl
ftlrr ntlrkct r)n th( rn.rinlJnd oflirs (,rrit-
iilr.i possil)ililics ti)r tls cnleflxinnlcnt

('()ntpanics p()ss(:ssing thc- patiencc end

xl)ilily t() r'rcg()tixte lhe burcau(rx(y thlt
cnsnarcs thc nx)ti()n picture business. In-
dustry ()Ifi( iils (sttrralc lhat thrrc lre l(X)
ntillion rxt:r:,ronrrl nx,\ iel{r4rr' in (:llinJ:

thesc t'ic$crs lrc flnrilar uith highlrrr
file Hollyw<xxl prr uctions, nrlking tlS
studkrs betlcr lx)siti()ncd th:rn thcir lur(>
pean c()unlcrpxns kr pene'lratc the otar-

ket. But l{ong Kong film intc,rcsts, such

ls Golden llilnest, $,hich have r bcttcr
grasp of thc (lhincsc filnr svstenr and
share thr Chincsc culturc and hnguagc.
ar( in lhc h(\t f'()\iti()n l)l lnr lirn.ign
c()mpctik)r.

An industry on the edge

Despitc thc cn()fln()us sizc ()f thc (lhi-

nese m()!'ic-l.l()ing nrarket. thc sun,ival rf
kcy playcrs in thc c()unln's d(xD(stic film
industry rem:lins in <krubt. l\'lany,of thc
l6 mai()r St tc-owncd film studi()s trc
lectering ()n tl)e l)rink ()f b.rnknlplcy ilnd
theatcr lltcnrlance has dcclinecl ovcr tlre
l.tst tlccldr. -li rrr ing Jl l(J\l (,.t,1)lr (in('
,lllts l() (l()sc thcir drxrrs l st vcrr. 'lhc
slcq' o[ Chincsc filnls lhrl lrlvc r',on
auards lbro:rri and coultl consiclcrablv
lr<xrst lrrrclicncc xltendJnce rlrrely [incl
thcir u,ay to (krlrcsti(-screens, whcre ll,
gr:rtle krtng ltr rrtor ies .rncl sltr.lr inrlu< ing
c1'rics likc .tl(o Zuknry atd //4.\i), xrc
stxndard l'xrc. I'urthcrmorc. thc bri.k
trade in piratcrl ri(lc() ('rsscttcs-lltc lla-
jrrrity rrl rr lrir h rrrr. lrr{,r16lrt rnr() Ih( nt.rin

l:rncl lr,rtrt n('rIl)ln,rinS H.rnE K(,,)tl .r\

film industry
the lost to un

rs one o
dertoke

f
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L

a Wlliom Brent wos Beiiing correspon-
dent for Agence tronce Presse lrom
199G93 ond is currently on indepnn-
dent consulbnt speciolizing in Chinese
film ond mediq.

n Nlxy .ll this year. the (ihi-
nese g()vernrnent quictly is-

succl l business license to thc
N(w Er{ |ilm Dcvel()pnr(nt

I



rocus
kecping pcople out of thc lhcalers ancl in
tnrnt of tlrt,ir tchvision sets.

''1herc ln' r'inurlly no purc tnovie lrns
left in Chinr t( a)'.'Iarnent.s Nam Deshln.
mlnagcr o[ llciiing's l)ir llur Cinema,
bleming thc dccline on lhc inroaG nlrde
b1'telc'r'istrn. vicleos. and ()ther fonns of
( ntcnrinm(' l in ChinJ in rc(cnl ycJrs.

Itlenrbcrs of China s filfir inclustry arc
gros ing incrc:rsin11ly vrral in their calls

ti)r refi)rnrs thrt coulcl hclp thcm competc
E'ith drcsr <xlrer mediunrs. Industry pulri-
crtions have rccenlly dcv()ted lirgc
r'hunks r rf sput c trr tlrr' gnrnrlrlings ,rl ,. in-

eou milnilgcrs, distribrrtors, stuclkx, and

tlirqclrrrs. Rcprrns I'u? hn l\Im Md!:uzittt'.
''Studios lrc now saying lhilt thc fllor au-

thoritic:i $'xnt them l() l)c r(x)sle6 lhxl
s-ake up every morning rn(l cr()w 'Thc

l:rrrt ls ll(l. uhilc:rt thc s:rntr. tirlc l)('int
lrcn' thut lrry llt(.ir ('wn (.glls l(, live on.'
lhough thc g()\,emmcnt hls tlkcn somc

stcps l() ()Jx'n lhc mrrkct. nrost of the olcl

problctrs rcnt:tin.

China s filnr burcaucracy is still mono-
lithic. 'l'he in(lustry is (()ntr()llcd by thc
I'linisrry'()l Rrdio. Filrrr. rn<l Telcrision
(MRFT). uhiclr is diredly undcr the surc
(:()uncil. llDdrr the nrinistry are thc
Clrina Film hlport-Exp()ft (i)rp. (CFIU(I),

the solc :rrrth,:rized intprrrtt r of frrrcign
lilms. antl thc China filrn l'roducli()n
Corp., thfl)ugh ivhiclr all Sinoforeign cr>-

Prxlurlions nlu\t l)c lrr.)k( R d. Thc nltn-
istry's lrilrn llureau cens()rs irll domcsti(
xnd Sino-li)rcign scripts and pnxluctions,
rcnrorrn8 ilnv P,)lili(llll) \('n\iti\'(' nr.rl(ri
als. If thc llurcilu cann()t decide .lhoul
lhe suiul)iliry ()f a pa(icul.r pr(rject, thc
lrr.( k is pussed to the Ministry of Culture
()r the Communist Prrly's Propagandr
Dcpa(nlcnl. as $ as thc crs(j $ith Clren

Keigc s arvarcl-* inniny, Fanltvll l[t, cb -

c: bine-

Foreign invest()rs, u'ho could providc
(;hina s film industry with much ne'eclcd

[inan<ing uncl teclrnical cxpcnise. arc
p(rhibitccl [r<xrr holding cquity in rn)'
filrn-relutccl ((xnpany ()n lhc nlrinhnd-
r,r,ith the sole cxcepti()n ()f Ncw Era. Ir(rr-
t:ign inrp()ns llnd ('()-pr()(hldi()ns arc ills()

tiglrtly controlled.
The r(x)l cxuse of the rlrnrcstic indus-

try's crisis, howcver. is neither censrrship
nor tlre l)xn on lilreign inveshrrent-il is

Chinl s ossilied dislril)uti()n system. x

legacl of M:roist stxrc plxnning. Under
this \\sl(rn. tlrc Cltinrr l:ilrtt l)islrilnrlr(,n

xnd Exhil)ition (brp. ((:t'l)tt(:) was tltc
:'()lc dislrilruli)r (,1 d()n)r'\lr( lilrns in
China. crcJting a heavvlrsndcd rnonop-
ol1' th.rt t r:rrlit'.rtecl nrJrkcl ('()mpctiti()n.

In Fel)nrary 1993, MRI'-I inn()unced rc-

li)rnrs intcn(led to overhaul thc film distri-
l)ution systcrIL l)isrril)uti()n rights *'erc'

dcvolverl to tllc c()untr!:' studi()s. rvhiclr

*'cre alkrtcd to deal directlr' $ ilh thc J2
provincialJevcl distributtnr c(mpanies rs
wcll as cincm:rs. Thc disl)xnding of lhc

The survivol of key

ployers in Chino's

domeslic fllm industry

remoins in doubt.

to draw lrom. Chinesc studios would
conceivably stan making filnts that will
fill cinernl sr':rt.:tnd fentl rrfl t'rnnp(tili()n
front othcr nrcdia.

F()reign studi()s, such as Vamcr Broth-
c'rs, Disncy, an(lC()lumbil Tri-Sl:lr, w()uld
krve to pick up the shck in ll)c mean-
tinrc. Bur r(('{)rding l() J rc(('nl ilniclc in
thc tu1titU I)dilr -Thc ntaioritl of nrovie-

g()ers in (lhina right now $ant to see ac-

t()rs with ycll()w skin anrl bhck hLrir irct-

ing out i Chincsc st()ry.

Manl'anallsts. lnth tirrcign and Chi-
ncse, agrjc thlr the future ol lhc Chinesc

lllm industry lics in l)rovicling qualitl Chi-
ncsc language n'l()tion pi(turcs, not Hol-
lysu pr<rluttions Thcrr,is :trtrple evi-

dence t() supp()rt this rguorcnl F()r

cxunrplc. lhc l(,\\'-( ost 'l xi$'xn p(xlucti()n
lltaua, LotY Mt, Agait b.t(l a record run

<rl firur months in China several years

ago. uhilc rhe handful of Holllrltxrd
lrlockhusters shoqn. su<h .ts Robocol)

ilnd J?rr w?.ir-\.., ha,'e met u'ith ir relativell'
p(x)r receplion. Chincse lrro!ie industry
cxecutives seck to convincc the govern-

rlent lhilt l)ctter k)cal pr<)dr.rctions. $'hich
uill crrrnt ()nl)'$ith rlr,.Pcr rcfortnr in
rhc filor dislriburkm netrvr:rk. will c'dgc'
()ut their ti)reign countcry)arts in the battlc
for markct share.

Whit$er foreign ftlms?

I)espitc- thc less thrn spcctacular hrx
ol'l'irr' :,tttt'esr,,f rurtny li,rergn [iltns in

Chin1l t() dale, lhc (lFlEC s July nnnouncc-
mcnl thrl l0 cxccllenl" f()reign films uy
lx shoe'n in (lhina cach vear still sends a

slrudder through sonrc mcmberi of lhc
domestic 6lm l)usiness. "Flrture compcti-
tion will not hc anrong oursclvcs, hut
with Hollyr,vrxxl, rvams vcteran director
Xic Jin.

l'tut I.tcijing clearly is n()t ready t()
thnrw thc film industry's ckxrrs r4len to
outsiders just yct. After a rccord .15 of
Chinas l5tl lcature-length films u'crc
orr(lc wilh tlrt backing rrl fort'ign nror ir.'

c(nrpanics last )crr. llcijing decided to
lirnit Sino-firrcign colhlror.rtions this ycar

t(, 25. Thc r(rilr)n: nrlrny rr:-Prrxhrctions
$erc lting distril)utrd llrroacl and cn-
tcred in li)rcign lilnr fi'stivals u ithout thc
r(quirc(l {,llr.irl t'l(:rrirnic'. llcijing:' rrc

rrsukecl in the lrlacklisting ()l six yoLlng
(lircctors. in( [l(ling Tiln Zlrulngzhuang,
*'lrrr hus rcctrr',.d sidcsprcu<l rctlaint
llrnretl for such lilms as 7lrr, /J/rrc r(itr,. AII
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all-pou,erlirl (:l'l)lic'JI lhc cr:ntral lc\,rl
was ainrcd irt l)oosting thc rcvcnucs ()f

the sludi()s xn(l cincn'urs and reducing thc

country's tto.0(x) slr()ng distril)ution l)u-
rc:lucr c\', rvhich in 1993 <rrnsumed -Ji-
'10 per.ent of all re,,cnrrc gcncrated l>y

rlle inclustry. Al the samc timc, Slate sul)-

sidir,s l(, slu(lir)\ t\ ( re u'rtlnlrltu n .rnd cin-
enus s'ere !ll()\\'e(l to sel ticket prices xc-

cording to thc market.

ljnfonunalclv, lhe n:firrnt lailccl. lhc
.t2 provinrill (li\lril)rtli,,n (()rnpJnr(s
quickly blntlr,d ()gcthcr Jnd lirrccd str.r-

tlios lo scll their productions rt a k)ss ()r

Iace bcing kxkc<l out ()[ lhc milrkct- ln-
slced of onc ovcrlord. thc, slutlir>s far'c<l

32. llarrrgc(l l)y x wavc ol (riticis,n rnd
li,ilring lhc lrlnkruptcl'of thc stuclios,
MFRT n()$' pllns to itlkrv hunclreds ol'
Stltc orr ncr.l nrrrn rcip.rl- lt'r t'l (lrnprltli(s
l() cnter thc distribution l(x)p st ning ncxt
ycar, accortling to induslry sources.'llte
inicction ()f gre:rtcr conrpctition sh()ul(l

lrelp creltc lr nlrre nuture nrarkct ancl al-

lrlr Chincrc slrdi()s lr) .cll tltcir nx'r'its
ilt Drore ftti()nxl Prjces.

Movies in seorch o[ on oudience

Increascrl rcvenue [or thc studios
shoulcl llsrr hclp raise thc qualitl of tl<>

nlcstic lil,ns, rvhich industry insiclcrs.
such as Natr lhc thcxtcr nlxnlrgcr, aitc lls
rnother nlli()r c.luse ol thc clt'cline in thc

fihn industrl'. V'ith nlrrc nrrncy antl a

gn^ring prxrl {)l s( )phisti( :ltc(l filnrnrakcrs
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nounced in Scptember 1993 by rhe head
of the Communist Plny s Propaganda
l)epanment, Ding Guangcn, rhe ban pre-

venLs Chinese companies from establish-

ing ioint-\'enture cincmas, except for a

few tightly controllcd test cases. China's

fcaturc fllm studios lrrq also prohibitccl
from transli'rring sharcs to a foreign c.n-

tin or fonning joinFvcnlure pr<xluction
conrpanies. Finally, Chincse coflcems ilrc
forbiclclen from setting up off.shorc fiLn
inrp()rt-crlll,rl .ornPrnicrr rvith forcign
panneni. trl(Iivrted by fx)lilical c()nccms.
these rcstricri()ns violatc lxrth GATT rnd
hilateral Sin(>tlS rnilrket c(ess paraolc-
lers, lnd rc bc,iog addrcssed hy negr>tia-

tors fronr thc Office of thc tTS Trrde Rcp
ren'ntillivc (t SfR).

Thc ()n JgJin. r,ff.ugrin nuture ol' rc-
[<>rm in thc filrn sect()r is synrlxrlic of thc
l)ind in which g()vernntcnt tuthorities find
Ihenr:'(l\(i'. LiL( (nhcr se(tors ol'Chinu's
rcon()nlt. the filnt industn is cxsh fxx)r
xnd \\'ilh()ut foreign cxpitxl it sill he
hrrcl-prcsscd lo sunive. At lhe samc tintc.
tirr political :rnd icleokrgitll rcilsons. :rLr-

thorities arc unwilling t() k>osc- their pow-
erful grip on thc film industry. How rhis

c()nllid will play oul rcn'uins to be rccn.
but such stcps as the approval of New Era

ilnd the refonns in the distributi()n system
are encouraging signs. Thc rcmoval o[ the
conseoativc head of lhc MRl.'l'earlier this
year als() l)odcs qell for fulure rcforms
and scrms t() indicate thxt senior leadcrs
rec()gnizc lhc imponance <rf market lirrccs
in solving thc 6lm induslry's crisis.

Givcn the contradictory signals of l,lans

and liheralituti()ns, hort :rrc Holhu<xrd
cxc('uli\'(s l(' inlenrcl thc lunll)lc lhJt is
(:lrrn. \ [ilnl industryi (:cnxrnl\'. Chrnr s

rnrssiv( rrrirrk({ | )[fcr\ 8rt.rt nr(,n]tsc. l-:v(.n

in thc relalively slos'busincss vcar o[
l(r3. s(nnc 1.2 hillion lickcts $ere solcl.

bringing in Yr billion ($690 million rl
Yi.8r$1) in rc,vcnue. If u (lctl is crellivcly
put togcth(r. it is possihle fi)r t,li (ompx-
nies l() skin g()vcmntcnt re$ricti()ns.

Likt' ;rnv lrusinc.s triln\.1('tx,n tn Chin,t.
this in pJn dePcncl"s on x c(n)lpirn)"s c()n-
ncctions within thc (:hincsc hurcaucracy
lnd in pen on its lbility io ol)tilin accurille
infomratiorr ()n policv ehtngcs. New !:ru.

s hit h as a pri\,lte fiml $ ill lihelv bc, rrrorc
flcxible in its husioess (lcJlings lhxn its
State-o\,\'ncd c()untcrpans, might l)c onc
:rr,enuc Llr(rugh \rhi(h li)rcigners olay cn-
tcr lhe nrilrkel. lt mlv:rlso lx;-xrssihle lirr
lirreign firnrs t() in\cst in x cincmt dcll
trndrr lhc guisc of a rcal estrtc venlurc,
lirr which rcgulations rrc lcss rigid.

Frustrolion for breign studios

Onc clevckpmcnt lhirt sh(xrld hclp li)r-
eign hlnr cornp:rnies sccking rr break into
thc Chin lntrkct is x t'cnture belwccn
China (l(ntrll 'l'clevisiorr and tht, Film llu-
rcau. which t()gether plJn l() hunch a n:1,

tional cahlc nrovic chlnncl ()ncc dlc l:Jst
is Rr,rl J tt.lrrrrrrrrrruni(irtii)ns s.ttcllite ts in
orbit. prohlhly hy early next year. lle
iltttrc tlrr'r'lr:rnnl:l rrill slrou tlrrt,e ntrrvi<.:.

l drt , onc o[ shich s'ill llc Irrrcign. it rvill
nced rn()rc lllan 1.0(I) fclturc films clch
ycxr. I)o rcslic filnrs $ill not he nrarlc
rvlilable to lhc chann(l lirr lt leasl <rnc

Icrr aftrr lhcir thciler l)rcnricres, l() en-
suae,nirxinrum lxrx olhcc rccripls. \\'illl
rn eslinl:rtc(l J{) milli()n urbun vie$crs.
tltr' r h:rnnt,l. rr hit h s ill tlrlrg< a sulx< rip-
tion tlc lfter il tritl flln. $ill 1t(rvidc u

ne\\' nlrrkct Ii)r li)rcign filnls.
Slill. trS ,ilm comp nics intcresrc(l in

llt( ChinJ nr.lrk(t sl)(,ul(l lrt, l).rti(nt. rI nol

Sundonce in the Eost

-\,.\. li!s. d d tidlndp( in (;hinx?

\hvl)(,.'lhis unusrrll inclepenrlcntlr
prrxhrcetl .\nreri<'ln frlnr, akrng rvith lt
lsilsl l0 (,thcrs, is slatcrl to lt sh<:rvn at

lhc Sun(lxncc F-ilr)r l(stiv:rl in llcijing
nc\l April. 'l-he se,'cn'd:rI fljsli\.ll-lh(-
Iirsl progrlnt of :\nrcrir'rn in(lepen(lsnt
filors in tht, l)RC-s ill elso ltaturc ser ,

er:rl neu'filnrs ti()ol thc llcijing lrilrn
Acltlcrnt. srrrkslt<1rs ;rn<l slmposilr on
lilnt Prrxlrrction ln(l ir(.sth(.ti(s. irn(l x

sr lrol.rrrlrP lirr .rn crlr.rging tilrrnr.*c
frlornrakt,r t() pxl-ti(il)xtc rn Strnrl:rnce
lnstitulc I)ft)grJl]ls irr lltxh.'llt(, Sull-

Llxncc Ia\titulr.:l tlS n(nr,lx)fit itrl:, ()r
gxnizrti()n. rs \\{)rkin!t Nirh t S,ilnl
(()nll)JD\' \liftel( l'i(rrrr(]s. tl)c \linlstn
ol Rutlur. l'ilnr. rrn(l lclc\ision5lrillr
llorcxLr. irncl tlrc lteijint Iiilrll Ar':rclt ntt
l() stirllc llr!. cr rnl

()r1rlrnircr:, ltoPr th:rt lll( (()nt.l(1\
n),ril( lx1\\1(n tlrr' t.lrirrr'.t,.rntl,\trrr.rr-
clrn lilnr tonrrntrniti(,\ xl th( l(sti\ll
uill lirstcr I)r()du(li(m irn(l (lislril)uti()n

ol cuch countn"s in(lcp(.n(lcnt liln)s
\\itll llr( (llllcr. ()lhcr li,\tiIrl uirDs irlr'

t() cnhxncc thc pr()fcsri()nxl (levcl()l>

nrent ol (lhinrsc antl Anrcri<an filnr-
rnak(rs;ln(l givc rlrc (lhincse puhlic x

k>ok at r\urcrican li[c. Organizers rrt.
()Ptirnislic ll)ilt success in April will cn-
courage lilntnrakers in lx)th c()untrirs
l() orgxnizc fulure festivxls ()n il rcguhr
h:rsis, lxrssihlv cvr:ry rN() yr!rs ()r:,().

Actr)r ll(r)c( Redlirrcl. tirLrntlcr oftlrt.
Sundxncc lnslitutr. will lcacl :r clelcgrr'

li()n (,[ in(l(])cn(lcnt US nlnrnukcr\ k,
tllc li,\ti\rls gula opcning night. ()\cr
5l).0()0 l](iiing residrnts. l'ilDrnraker-s.

studcnrs. exc.utivcs. offirials. ancl lirr,
eign r,isitors rtrc cspcttctl trl puniciPutt.

irr tlrc rrt.ck s uttivities. Iiarjr filnr is ex-
pcct(\l t() lrt'scrcr'ncrl tlrre( ()r li)ur
limcs (lurinr tl)c lcstivill. (,(j'11'pluns

l() l)()r(l(xst P()ni()ns ()l lll(' l)r()g,irnt.
ioclu(ling inltrlic\\ s :rltd clisctrssions
Nith filrtuurkcr's. nxti(nlt\ r(lc. Tllc fcsll
\xl: 56r)o.{X)r) pri(c txg nrust l)( (()\,
crccl tltrorrgh sPonsorshiP grants. irn(l
fundrlisinl cllirns xrc ulrr:ucly \,cll un
(leri\ ll! . SlirV tuncd.

-_1.. 
:
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film-relutccl companics in China arc now
forhicldcn from working with thc six di-
rec'Ioni.

Asidc from the limits on co-produ<.
tions. CFIEC riraintains irn annual 60-filnl
quotx on imp()rted foreign t )vies and a

shoesring hudget of only $1 [lillion rlitll
which to bLry all 60 filnls. China mighl
also intrrxlrrcc higher inrp()rl Lrriffs on ft)r-
(ign films. whith essrntr:rlly uould prirc
legal ftrreign copies out of the market.

These problcms nright lle panirlly r:1T-

set hy reli)nrrs said lo lx in the sorks for
199i. lnslcir(l of hrndling (li\trihuli()n il-
seLf, CrlE(: r'ill scll clisrriburion righrs lirr
[rlrrign nrovics t() ll]s l)rghc\l (l(r (,:tic
biddcr. 'l'hc conrpetiti(m should gencrltc
revenuc sufficient k) enable CFlf:C l()
impofl higher qualitl' films. rlrhcr thln
thL, scc()nd- or third-liltc m()vies it tr!(li-
tionally l)uys.

l'crhirps thc nl():il cruciall golcrnmcnt
decision ulfecting potcntial ['S invcsl()rs
in Clrinas lllnr industn rs :l Ihre('p(,inr
ban ()n fi)reign invcstnrcnt in Statc-run
enterpris(,s in thc film indusrry. An-
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cautious, as several proiccls

supposedly already inked
have fallen tkough rec.ently.

For cxample, CFTEC signed a

mcmorandum of under-
sranding with Jameson En-

lertainment Grou p of the
tlnited States ro build 500

cinemas and renovatc an-
orher 300. Vhen the deal

Even in the relotively slow business

yeor of 1993, some 1.2 billion tickets

were sold, bringing in Y4 billion

($OqO million) in revenue.

Though China has taken giant

stridcs to strengthcn its copy-
right protection laws and re-
cently announced that egre-
gious offenders would facc stiff
punishment, USTR i-s investigat-

ing China's intelleoual propcny
protection regime and mry inr-

B)se sanctions againsl Chinese

exports k) the Uni(ed Statcs if
was discovered by the Film lJureau,
Ct-lEC head 'iflu Mengchen, wh<> was not
auth()rized to sign it in the first place,

was forced to scrap the deal.

Anr,ther dcal reponctlly in tr()ublc rn-

volves a contract concludcd berween
Paul [Jroadhead Interest []SA. r co-
foundt,r of thc nrljor I S cinema tharn
Cincmark; television production com-
p:lny Four Points Entertainment; and
Asia Film Town, a cinenla (\rmplex lo-
(JteJ in Changzln)u..rn industrill city in

.liJng\u Provin( (. Alth,rrrgh thr'first
phase of the project. which inv()lves ren-
()vrting Asia Film'fown, is likely to go

ahead, plans to lruild an rdditional 150.

200 tl)catcrs over lhe ncxl 6vc years may

never get ofT the ground, eccording to
film authorities. Apparently the agree-

ment, which was worked out with ltral
governmcnts, has met with dislpproval
fronr ccntral leaders. Another ioint ven-

ture betq'ecn tJnited Cinenrxs Interni-
tional, a Mallysian investor, and Shang-

h.ri s l'aradise Film Co.. has also
collapsecl.

Evcn dx)sc companies approvcci to en-

rer the Chinese film market will have their
work cut out eaming a profit, ll lcasl un-

til protccti()n of intellectual propcny l)e-

conlcs nr()rc stringent in (;hini. (lurrently.

lax enfort'erncnt enablcs illcl4al r.rrpics of
ITS hlrns ro cntcr thc video nrarkct krng
bclirrc thc lilnrs arc shor\'n in thcaters.

enforcement measures are not inlpfi)vcd.
Evcntually, J combination o[ outsidc

pressurc k) open up and intern:rl pres-

sure fr<>m the stmggling studios will push

the Chincse g()vernment to reform the
film industry funher. But as $ith .'l'.'ry-
thing in Chinr, changes takes tirnc.

For the time bcing, Anericln filnr
companics intcrestcd in the China market

should continuc to lobby Beiling whilc
seerching orrt opp()rtunitics, such ls co-

operating $ilh NeI!'Era. A trend loward
privatization has ulready snncd to takc
hold in (lhina. but the filor industlwill
be onc ol thc lasl sectors () chrngc l)r-
cause ol-its ids()l()gic:ll inrponancc to lhe
.ir \'ixlisl Llr)vcrnnx nl t

The prernler event for the world't energy lndustry
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Korino lom

Foreign firms

ore eoger to

sponsor Chino's

growing number

of professionol

sporting events

I Korino Lom, Ifie C8[s business

monoger, prcviously worked os o
sports reporler ond reseorcher ol Hong
Kong's Television Broodcosh [td. (IVB),

for which she covered o number of
sports events in Chino hom 1983-88.

I l thcther \\'xt('llinu i tennis
I A , rl.rrr.lr in ltt'iiinu..r s.,.rtrI tl t
l, l, totrn):rrrrc,rl itt Chcngclrr.

V V ,,r :r rr'gion.tl rtl)l('ti( (v(nl
strclr :rs thc Asilln (iilntcs. Cllinxs sp()ns

llrns lrc lrconring ust'tl to sccing thcir
:,tx(liunrs fesl(x)nc(l \\ith tlrc nlmes lntl
!rgos of prrxlucts rlnging li(nn lUilrllx)rr)
rncl Salcnr cigJrcllcs lr) l\l&l\1 (ar)dics.

Sp()ns sp()ns()rship lrs lr olrrkrting tool is
crtching on cluickly in (lhinr. especi.rlly
lrnrong [irrcign ('(nnpilrlics, thich regrn-
crlll' spcnd nrillions of r[rllurs on sp()rting
cvcnts in order l() pr(nrl()te their n:lnres.

C[ r ehntl-hasetl Intcmxti()nal trhnllgc-
nrcnr (;r()up (lM(;), onc ol tlte pioncer
irE(nt\ r)l :'p(,fls.Pon.,rrrltrp irr Cltin:r.
cxpects 1994 sponsorslriP rnonev chen-
nclc(l to thc PR(: l() iurnl),rx)rc than 200

;tr<'ur'rt or'cr l:rsl teer's figurcs. The cortt-

plr]) prcdicts sinrilrr gr()\\1h ti)r 19195. As

c()rp()r:ltc inleresl in sp()ns sp()ns()rshiP

grrxvs. so *ill thc nuntlx'r of events ac-

tivcly sceking l>rcking. cx1unding c-r'cn

lirrrltt'r slT0ns,rrslriP,)l)l)(lnrnili(\ li,r in-

tcrcslccl conrpenics.

Fmm ping pong t the Wodd Cup

'l lt( ri\( ()i ( r)rP.)r:tlc .ip,rnsorsltips

. 1,,.(l\ rtlin()rs ('lri (..(. .tll)L.t(.\' gr,$inll
pdrlicipation in v ri()us internationll
c\.cnts. F(nn lhc ()lynll)j(s to the Vurlcl
(lhxmpt)nship ()f lllskelball, Chinesc ath-

lcl(s .rtu' p:rni(ip.rtinI in rt)(n( sP,'ning
(!nrpclitk)ns thln cvr:r bc'lirrc-and rr'ith
s1'lcr'lacullr rcsults in such cvents:rs

swin)nring, diving, and nritldlc-distancc
running. Tlre succcss oI its athlclcs
alrroad is spurring (lllina k) develop pr(r-

fessionrl leagues un(l c()nrpctitions xt
Itorrre, q'here futurc Sencrrtions ciln
h,rnc thcir skills antl Stute \f'ons r)rgJni-

zali()ns can eilrn revcnuc t() train their
athlctes. Currentl,v. national federations

lunder thc aegis ()[ tlre sl te Sp(rns Com-

nls\i()n :lre respon:'ilrlq lirr dcvckrping
nujor spons in Chin .

Soccer is the rx)st popuhr spon both
in lcrms of match xttendrnce and Tv
vicwership, folkr*crl by hrskethall. vol-
lcltlll. bltlmintrrn. and tehlc-tcnnrs. Sor.
cer is tlre only spon with a professional
lcague'-<rther adl[{cs arc supponed by
stJlc-run fcderirlions. Vhilc ro((cr is r
prirnc TV attrlrcti()n. othcr sporting events

in ClrinJ, such Js badmint()n and tablc-
lcnnis, also have conrnrercill sponsors

and enioy both dornestic and interna-
tt)n.ll nre'dia cover.rSc.

Almost all pr()fcssi()nll s<xcer matches

are telcvised. somc gilmcs arc aired on
China Ccntral 'fclevision (CCTV). whilc
()thcrs are shoun on local nctrvorks. clt-

ble clrannels. or Star 'la, uhich broad'
cirsts to the cntire Asiiln region. CCT\'.
(lhina s central lrrraclcast nct*rrrk, gels

[irst choice of tlre filc professir>n:rl
rnatchc's played caclr rvcck. After CCI]/
nr.rkes its selecti()n, thc txhcr stations and
'l r:rnswrrrld lnt(mxti( rnJl. IMC s lclcvirii()n
prrxluction company, divide up cover.rge

of lhe other miltches. ljrorn its coYerage
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FOCUS

No set rules govern

the pricing of

sponsorships, which

ronge in cost from

$ I ,ooo-t 0
depending

the event

on

venisinS Corp. (CSAC), a non-profit orSa-

nization thal consults on sfprts science,

industry, and commerce for China spons.
(<xrk over CSSC'S spons marketing func-
tions. Both CSSC and CSAC are under the
State Sports Committec. According to its
president, Miao Shubao. CSAC'S goal is

''to act as an omcial marketing agent for
thc'All-China Sports Fedcrarion [a non-

l4overnment hodyl and its individual
sp()rts associalions, promore China's
spons through the suging and,/or rnarkeF

ing of national and international event.s.

and help clients kxh drxnestically and
intemationall)' to build image as well as

promote their pr<xiucts in China."
f)unestic c()mpanies, who make up

lhe majority of CSAC s clicntele, work
throuSh CSAC and kx'al advenising agen-

cies to arrangc sponsorship deals. For-
eiSn sponsors, in cr>ntrast, tend to rely on
foreign rdveflising rnd \pons promoti()n
companies. such as IMC, Spectrum, and
Proserv, Io handlc their sponsorship
d(als. Competili(,n among local and in-
ternational advenising agencies has be-
come keener as company interest in
s;xrnsorship has gnrwn.

According to Mia(). CSAC aims "to

stand on the top of all lspons sponurr-
$hip agencies in Chinal" and set up a

strong nationwide network. From 1979-

93, when CSAC was pan of CSSC, the ad-
vertising group arranged sponsors for

8:30 a

tltc rtts

m. Taipei. 'l'lrtttks Io (ttu'

h-httrtr (tutsir/c i-s,t()t eucrt ()n I

locatitttt,
t('r miild.

FoRi{osA INTERNATToNAL HorELs GRoup A FouR SEAsoNs. REGENT HorEL
fill r\ ( Hr^N(i M^r rrtr H()N(i xoN(i t^K^R r^

XUALA IUMPUR F SIN(iAP(TRF \YI)NFY IAIIII
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of the weekly gamcs. Trannworld Intcm:l-
tional produces a showcase match carried
on Slar TV. As ry stations and cable nct-
works across N<lrth America. Europe. and

China also air thc'l'rxnsworld matches.

the total viewinS audience for the gamcs

can be quite largc.

Bockiry ile tom
C()mnrcrcisl sp()ns(,rship of spon:, in

China $taned more than a decade ago. In
1977, two years bef<rre it re-entered rhe

Chinese market, the C<ra-Cola Co. slxrn-
s{)red a China nati()nal srrcer team trip tr>

thc Llnired States. Marlboro, another
name frequently seen at sponing evcnts

in China, became active in 1979, when
the company sponsr:red a tennis match
featuring Jimmy C(rnnors in Guangzhou.

Promoteni arrdnSed these evenls on an
ad hrrc basis. as China had no rulcs or
regulations regarding sponsorship. or
even an official supervis()ry body. To help
p()mote spons sponsorship and ensure

thc success of sponsored competitions,
the govemment frrrmed the China Sports

Service Co. (CSSC) in October 1979 to cr>

ordinate various aslxct.s of rhc spons in-
clustry, inch.rding sp<:ns s;nnsorship.

ln January 1994, thc China Sporls Ad-

i
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q
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;
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FOCUS

new rulcs restdcting t()bacc() companies
will l)e implemented, l<xrpholes will
likely fu found to enablc large compa-
nics t() continue to s[x)ns()r eva'nl.s.

Sports promoters in

Chino rely olmost

exclusivel

lot iglt sponsrrr'. ir (:hinl is tlrc lrrt k ol
r'r.grrllLtion ovtr llrt' srrrallcr-. nror'r' Ixltl-
iztcl sportr ttcrrls 'lr'ttrts rrerltcrl in
.lxrnsor^lrip rltuls lirr tltctc r'\'r11ls (lrl-
rt,,t .rl\\.rr. l', Irr,rr.rnr,.tl.,t\ l"r('l).lr)
rlrrurrr rrrrrulll sign,.ontracls urtlt nrr-

li()nxl sp()ns J{t)\unring lrorlies. r.r,cn
tlrotrgh lrrul cnrili(,\ irrc responsilrlt lirI
i,lll)lcnlcntiol.l tlrc rlculs. S()rrtctitrrcs thc
rlillilr.rltr stcnrs lrrrl tlrc ir'lttlcrlrtrtr y ol
tlrr'l,rrul rcrrrrr'.. rrlrrrlr liurrt tlu r.rnctr
()l \l)()ns()rsl)il) lirnD:rls. Sornc Ixlrl arc-

n:rs. Iirr instance, rn:rI n()t l)c:tlrh.'lo ltt'
trrnrrnrtlrle il(lvcrlising Irilllxrarcls, *ltilc
otltr.r. lt.rrr' , 'rrt.l.rtr'rl sP,rr,tirtA c,lrrilr
nl( nl.

(lSA(: h()pc\ lr) i,r)pr()\'r th( situlli{)n
l)\'\trcnAthcning (( x )r(linali( )n \\ilh ils
lrx ll offitts xr)(l stirn(lar(lizinS :'l)()rts
.lrorrsolshrP (l('.ll\ liut lV(i \4rrrr.rgirtg

l)llL(t()r l()r \()ullrc.r.t Arr.r Br((k Il((i,r
nt:rr'k r'icns tlrcs( structurll Problcnrs as

cnclenric to (le\cl()l)inla countricr, ltrtrl
Itlicrcs tlr( situ.rtion in (lhin.r is irl1prrx-
rng. IIis a()na(rn lrs :r Pr'<:llrolcr- is llrc

l)ri(c ()l ti(k(ls li)r sl)()rts c\'(nls. ln
tilrrrr.r .r. i,) rtr.rrr\','llrcr rl,.rr'1,'1trng
(1)untrics. gxtt in,.()rnc is a(rorl)irr.ltiv( lr
in\ignilicxnl. ir' li( k(l pri.es irr(' kePl
llv lo cnsrrrr. tlrr'\ ur(- sithin reltrlt ol'

tlr( ilvcr.rtc lun. llttrtlirrc. 5l)()ns l)fl)-
rnotc|s rell :rlnrrlsL cxdusir,clY on spon-
so|s rtnd s'or $ irlt' l( ll-\ isir )n riglrts li)r
tllrir ir'rc(rrt(

C'oing for gold

'lllc rrnnrc\' (.lri,l:r Iiriscs lhfi)trlllr \l)irr
sorslrrPs is lirnncl,,cl irrlo (lrvclol)nr(nl ()l

rrtorr. pr<;lc'siotrrl ltugtres ol t f'lirlts trr

r.ri.t'thc skill ltrr.ls ol Lrrl .rlhl('l(\ .\(
(,,t(ltnX t,, \lt.r,,. .rn, (l xr) l\.ri(. r,,t
th( inr()rrle (.SA(: !.rrn\ tllis \(irr rrill
!,*rn(lrr(\tl)-t,, llr(. .P,rfls.t.-\'r.rlr,rns
involvccl in tlr( (lc:rl\ ()\'cr SI rrrillurn ol
\l.rrllx,rts 11l1 .Prxr.r,rsltip clt.rl rrillr thL'

\()(((r rls\()(iirli()rr rrill .rlso go inrlrrtrtlr
l(, tlr('lcJrD\ in llrr' Irrgtrc

Ir tlrr lo g rut]. 11r\cn thc (]hrnr,sr

poprrlucc's in(r(lsirtl.l inlcrcsl irl lltlrIliL
(\'(,lll\, irn(l llt( nr(,t( :lggrcssivc rrrxrk('l-

rng l)r()grJnrs ()l lnllll lin('ign untl <l,,tnls
l( r)r:rnLrlil(lrrrr'r\. .rll lxnic\ in\()l\((l lrr('
.rrtlrr il),rlrn! Ir( rr( rlrlr,lr\ ,l(rtr.rn.l l,,r
\l)()rls spr)ns()rslril)s. In tlr( rr(\t I'( \\
\ cur-s. in<'rclrsttl rnetcltmaking bct*'ccn
llrc Jg(nts lrntl rrrrllrrrcn'iel sprnrs{r's \\'ill
lrt. tlre n:rnrt ol' tlrt. tlrnrr,.

i

yon
onsponsors

television

d

rights for

rncome

US k)bacc-o giant Philip Moris is onc
such company. Morris has found spon-
soring China s professit>nal soccer
matches under the Madboro label a sat-

isfad()ry way to prom()le hrirnd recogni-
tion. Thc company hecame the title
sponsor of China's professional soccer
league, now called thc Marlboro krcccr
League, when the Chinese Fcrotball As-

sociation began allowing such sponsor-

ships this year. The league's local
matchcs draw 15,000 fans on average,
while millions more watch the contests
on televisi()n. Marlkrr() is thus able to
reach a huge audience each week.

Consumer product companies such as

Coc:l-Cola are also involved in the s6xrn-

sorship of Chinese alhlct(s. For nine
years thc company has becn running thc
"C()kc-C() for Goal' p(rgram, v"hich
tnins youth-league c()aches in the latest

soccer skills. "\ye hold FIFA lthe intema-
tional srrcer federati( )nl 'C(\'a-Cola truin-
ing courscs almost every year in China,"
says tl.C. Lo, external aft'airs manager of
C<x:r-Cola China Ltd. Cokc and its txx-
ders also organize many C(xa-Cola Cup
soccer tourna[lents in thc ll citics
wherc Coke bonlers are lrrcated. In the
next tw() yea$, Cokc pllns (o build l0
more plants in China. and by 1996, cx-
pects to have 23 plants. The company,
which ulreatly spends a "considerablc

anl()unt- ()n socccr sp(,ns()rship in
China. will sponsor m()rc cvcnts as its
presence in the country grows and will
also branch into sponsorship of othcr
srx)rls.

The main problem facing porential
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ahour 600 sporling events. This year,

CSAC cxpects to raise at leasl $10 million
thr()ugh spons(,rships. r'hich rangc in
price from a()und Sl,m0-1m,om.

Tfic fuefun ;ole

For foreign companies intercslcd in
pft)rnoting their p()ducts in China, sp()ns

sponsorship is an attractive ()ptk)n. Al-
though s5xrnsonhip c(rsts are risin8 fast,

they Jre slill krw cr>mparetl l() r tei. in
W'csIem c()untdes.

Every sports sponsorship proposal,
whether foreign or domestic, must txr agt",

proved by thc State Administration of ln-
dustry and Conrmerce (SAIC). the agency

that regulates thc advertisinS industry. No
set rules govcrn the price of such sfx)n-
sorships, as deals tcnd to be worked out
on a case-by-casc basis. National-lcvel
events tend to be negotiated n'ith the
ccntral-level authorities, whilc smalle r
and krat cvents lrc handletl hy pnrvin-
ciel- or l<x:el-level officials.

ln nost cases tlre agent, whethcr CSAC

or a foreign firrn, u'ill handle applicati{)n
procedures for a foreign sp()nsor. 'l'he

SAIC has n() spcci:rl niles goveming for-

cign sports sponsr>rships. but industry
sources indicate that staning next ycar,

SAIC will no k,ngeftrllow cigrrette ndver-
tisements lo aplx,ar at spons venues. This
decision c()uld prove costly for some
tcams and evcntr. as krhacco (()mplnics
havc bcen ann)ng the mosl enlhusilsli(
sponlioni ofsfx)rls in China.

Opportunities for fie oshry

Local auth()rities now reguhrly ap-
proach thc ftrn'ign hrrsincss c()nrnlunilv
for spons<>rship. 'lt's a bu)'crs nurkc't
right now," says llcn Tsang. group ac-
count difc({or ol Lco Burnett in llong
K()ng. "l get nunlcr()us calls regularly
from Chinesc companics and sgrns orga-

nizrtions. '

[]ntil n()$, tolracco companics. uhich
arc I'ranned fr(nr advcnising in thc Chi-

nesc mcdia, have firund sponsorship of
spons cvenls an ct-ltctive way to nlarket
their producls to China s large poptrla-
tk)n. Though thc k)B()s and tr:ldL'm{rks ()f

t()bacro conlpanics may noI dircctly ap-

pear on lh., p()grum ID that flashcs on
scrccn for the first 3-5 sec()nds of a

spofls(ast, their advenising sl<>gans n'uy
he telcviscd during event covcraBc.
\ghile it is t(x) carly lo prcdi(l ho$'thc



lnvestment Tips

I Alexo C. Lom

Conny foreign

investors con moke

these lorge-scole

investments profitoble

I Alexo C. Lom, o portner in the Hong
Kong low firm o{ Koo, [ee & Yip, spe-
ciolizes in inveslment in Chino's infro-
structure, rcbil, comrrerciol, bonking,
ond monufocturing seclors.

^alA 1,,,r.,. .rlrrlrtr t,' .u.t.rrrr rl,,rl,l,'

I (lrgit '.\,'n,'nr, gr,,srl'irLrrr-. lt

I (,,nlinLl(rtl in) il\,'.lt)lr(rr\, l(, ul)

\, "r.'u. 
it. tttlt:rsrltr,'ttrlc 'l Irc

,,'rrntr'v'',lr.rrtlr ol u,rrl lrrrllrrr.rr. rlr
irnlr(lrrillc(l ritilrolr,.l lrncl 1>orr l.ttrlrtirs..trtrl
its or t'r..trc.+ccl llrr(l u( ( i(l('nl-pr(nrt ( i\ il

il\i.l(i(rl s\ilrnl hrrrr)l)(r lftl(l( unrl intlrrs

l .ll Er,'\llll .ll ('\r'r\ lrlln ll(rIll(rl)
lrlrrt korrts lrn<l rr lr'chnrrlogr. slurvcrl
l(l((()!rrrr)trni('Jlions nrtsrrr'k lttrlhr'r torr-
\lrilul (:llrnc!c ('(r n]( )rtli( i{rlr$tl).

lk iling. likc tht' I rltign (l n]lll!ni( \ 1,1

inq trr (Lr Irusin(ss ir) (:lrinir. is \\(ll J\ir('
()l llrr's( nrirny pr)l)['n]s. ( )lh( iitls kn()\\
llr:rl rrilssivc inrl)r{)\'(.nr(,nls in tlrr lr':rns-

I)r,rt:lli()n. (()olrrlrlDiarrli()r). :rnrl crtcrgt
\r'(l()r\.ut nectlrtl il tlr( l'lt(. is to lrr'
(1,nt( u Ir(r('g[rlrrrl t ,. ' r , t r , , t r r i ,. 1x^r r'r lir
cr|crlilc tlrcsc t lltnl.l( s. Ii( iting In llt( lirst

li rr rt.rr'' It.ts r,Pt tr(rl tlr,'\,' \(\ l,,f\ r

\.lr\rrt,l(Hr(1\ I, ' l,,rr'r.ll| I 
' 

. l | | i , i 
I 
\ : l I r , , r | .

llr,sIrtr. l-.rrrlrtr nr.lrl, l lil\'rilli/.rtr,,r)
i\ r)( ( ( \\. 1 lr)((rt\llx'('l(n-(,rg i \(.\l(ir'\
tlrill tlx-\ (:rn rilrn rr'lLrflt\ ort riil\\r\( Il
lr,r.lr,r(Ir,r'( l I r \ r ' \ I r r l ( r r I \ r lrt'r( nl ilr\Ir
((r)ti\('s I() tir'(1gr) irr\('sl()r\ in inlr:r:'lrrr(

Itrr( \('( lr)rs in( ltr(lc Slirlu (,)nlr(,ll( (l

I, ( r.,,,1 ((,ft. -,,rl..rrr,l , , 
' 
r r r r r ' , , l r r r < .

Ir rl]llrtll()r)s (,r'f(,\lfr(Itorl\ r,t) l(n.(lln ll)

\('\lrlr( rll rrl \orllr' .tr(.r\. ,rrltl li,r'r'rr:rl L r
r lr,rrttr' lrlrl.rrtt rrtr{ r(1lrll( r]r( rtl5 .ll]rl r nlr( r

lr.r. I s r'nt orrnt(rrl ,]n(\'tlr( l)tr)l((Is.rt1'
olrt r.rIi,'rtuI I rtil (iltrrr'.r' rrlliLr.rls .rrl

tlrr'ss rlrt.r' Irolrlt'rrrs. li,rr'rln rrll(t('\t rn

( llll](\( ln1rl(\l: i,'rll r|llr.rrn lrrulr lrLrt tlrr
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lnfrostructure

runrour'tt ol lolciun repit:rl :ritLlrllr in-
r t'stccl s ill lt llrrlour'rthunnutlcrl.

Chonge doesn't come cheop

Arr'or'tlinu t() J r!L(],1l \ur\'(\ ((,r'l

rlrrrtttl lrr ll,,nA k, !nl.l lr:r.trl I'r'rtgrirrr.'
llrokerugc l-r(l (.ltinir \\.ill ncr<l rrl [:rst
...1{.r llillr,,rr ln nlt l,)i,t ..:rlIr Ii, r]1,,(l(.fltrz(.

rl\ Ir.lfi \l x'rl. 
I n r\\cr. .r (l lr,l( ( (,rIlrunl\'.1-

li()ns sysl( rrs ()l lhis .lDr()u,rl. Slll llil-
lion is nctrlerl jtrst to clcrtlrrp tlrt torrn
tr\ \ r,xilrr'x\\. lrithu:rrs. \(irl)()rt\. itn(l
ilirl)()t1s lr, (r)l)( rvrtlt thr r.lt nt:tntls 0l tlrc
rlpttilr txp:rrrrling (-ltinc:r.' crrroorrtv.
i\lorlcrnizing (ilrinrt s In,$r.rs((-l(,r \\'ill r('
ilur'( \rt, l,illir,rr ,rrrrl tlrr' .,,rrrrtr')"s
Ir'lc(1)r)r,r)Lroi(:rl i( )ns inclirstn s ill nce<l

\()nr( !i() lrillion ()n( I 5 ln.tl\.1 hl\
\uggcst((l tl).rl .r t.rllr ol :rll tlrt rnlrrrsrnrt-
lllrc in\r'strrr(nl ;rlllrts clrltsn op It llrc
rcurel. Prtxirrtiul. lrnrl Ix;rl l$tls $()u]d
liktlr crccul S('(n) l)illi(rr lrr tlrr., r'n<l oI
lhc acnlul-v

(.1(lrl\ . lt( ituril \\ ill rrot lrt' .rlrlt to llro
r rtlc .uclr r.r.t \Lllt\ rls(ll ( .lrirur s .rrr r t.s
in rltrtkrPitr! ils inlr'rt'trttrttrr't' *rll rlt-
|,.nrl in lrrr.r.tc I)J (nl its:rl)ilil\ l() irll,lr(r
1()r(ign in\(\trlt.nt t(, Iinirn(('kr'\ I)r()
l((1.. I\r'rt tlrr' \lrnrrtrr (!l l)r)\l ,rrr(l
l'r,lL\! n]l tur)r( ,rlLrl\, rr ltrr lr lr:r: r'r'.-lrrl.rrlr

\l.rl('(l lll.ll lott rqrrr'r..rrt n(,1 I)('llllrllc(l lr]
,'rrs.ri( rr rlr' rr,,rr.r!(''n('rr,',')l\'f.rlr"n
ol (-lrinir s lr'h.r'orttrrnrrrir'ltlurrr. rrr'twr,tlis.
.rrlrl(rrI'l(('(l rrr rrrrri-\Lri tlr:rt it rrill rrt'crl

t, r .rr r ltrr r' Irrrrr l. tlrr, .r rr:1, ,, u .rt .rr rtt r, ,r 'trr'..
(lorrl(\ll( lrr)rt(,\\rrt{. .trt,.l,rrr.rrr'.rt

I
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Chino will need ot leost $233 billion (lhini. llong Kong
lnd olhcr countries

from I 994-2OOO to modernize its rj()r inf()rn,rrion ()n

konsport, po
locaI or provincial-
lcvcl pr<ljccts, in-
vestors cln also ap-
proach thc loca l

intcrnationel trust and

investmenl corPora-

telecom m un icotions systems

wet ond

s<>urcc's if it is t(, meet its g()al of $50 mil-
Iion in new telecom ioveslmcnl in thc
Ninth FiYe-Ysrr Plan ( 19xts2m0).

A door oirr

such pr()(l mations repre:'cnt a mri()r
shifl in official policy on fbreign invesr-

mcnt in infBstructure devc'krpmcnt- 'l ra-

ditnrnrlly. lleijing ( ontr()lled ('()nstnr(li()n

and opcr.ltion of all infrastrucrure setlors.
Foreign invcs&)rs were gencrally barred

frnn pa icipatioll in thc crrnstntclion of
gru'er plants, rt>acls, and 1xrns.

l^Liiin8. rc( ognizing fial f()rcign (Jpi-
tal was necded to augment State-allo-

cated investment funds for pu(hases of
advanccd techn()logy and cqu ipmcnt,
hcgan opcning the door t,, lirreign in-

vestlncnt in ir*rastructurc projects in thc

carly 1990s. Since then. thc railwry,
powcr. lrncl c()nrmunication nliniirtricii
havc each stated thal they wclconre filr-
(ign investment, including, in somc
crses. cquity or cooperative i()int ven-

tures and cvcn rvholly foreign-owned
entcrpriscs.

lk)wever, no national-lcvcl lcgislation
cxirits to guidc infrastructure investnrcnt
ls a wholc. The State C()uncil is rcp()n-
cdly rcviewing legislation that woulcl
standardizc exlrdy s'hlt role firrcign in-

vcst()rs can play in infBstructurc dcvcl-
()pment, bul it is not clear [.hen these
relqulations will lx promulgarc<I.

The hod port

Srnply finding investmcnt ()pponuni-

tics in infrastrucrure sectors can lrr pnll>
lemrtic. \9hilc Bcijing has publishcd lists

o[ key infr,rstructure proiem\ that will re-

ceivc (cnlr.rl funding dcspitc thr cunent

austcrit,v drive. inlormation ()n p()ic(1s at

thc ltral or pn>vincial lc-vels c-ln bc hard

lo corrrc hy. lvlan)' invcstofli rely on sJr-
< ializcd joumlls and cconomic bullctins
frrr inltlrmation on infrastrudurc p()jccls.
an<l uakc it a point to attend trxdc sh()ws

organizcd by Chinese rninistries lnd
provincial governmcnls and helcl in

Power Plo nts

tx
(:hinx is in the rnidst of a

major overhaul ol its clcclric
pouer gcncrlting nelu'ork
(s.\, The CltR. Nolcrnlrr-l)c-
L cmlx-r l})J, p.20). Accord-
ing lo luinistrl' of I'owcr ln-
clustry olficials, OIrina will
nced to arld 17-20 nc\a'

pou,cr plants clch ycur to rcach Bei-

iing s goal of -30OGw ()[ Sencrating ca-

p:rcity h,v Ihe ycirr.1000. Ccntral,
pft)r,inci:ll. an<l kxal authorities arc ac-

tivcll' stcking dirrtr f()rcign invcstrnent

in thc scctor. th<rugh fcu projc< Ls harc
actually grxten off thc ground.

Hong Kong itrvcst()r,i, riuch as C()n-

solidatc'd Electric P()wcr Asix Ltd.
(CEI'A), x spc( ial-purpose tJopeu'cll
group set up to invest in fx)!\'er pro-
je(ts in Chinir rnd thc Philippines,
hil\'e lll( nr()st (x[^-rien('c in China s

powcr industry t() dlle. CI:PA is rc-
sgxrnsihle for thc c()nstru(1t)n and oP-

cr:rtion o[ tlre Shriia() l] l)()q('r Station

in Cuang&)ng Provincc. 'Itis $4.1 hil-
li(xr faciliry, 1lith twin J50 l\lw (ral-
lired gcnc-ration unils, w:ts conrpletctl
in lE)o. CEPA is rlso involvc<l in thc
constnrctk)n of thc $l.tt hillion Shaiiao

C P()wer Stiltion. which hls thrce 660

M\V co.rl-fired units. as rvell ls a S2.2

hillion gr*er plant in Slrcnzhen.

othcr forcign invcslors view the
crrnstru<'lion of coal-firc'd Jxru'cr plenrs,

panicularly under the build-opt'rate-
triinstl'r (Il()l ) nrt cl. with a dosc o[
skepticisrn. They'ltlicvc th.t 1rlrirl lhc
Chinesl, arth()ritics (:rll a ltsttll" rale of
rclum-anrrrntl l2'15 lx'rccnl l()r m()sl

l)r()ir'( ts-is too lo$' ( sce

nuin tc\t).
Nrrt rll oI China s p()\\cr

pr{)jc('t\ in\'()l\-c coal lirccl

l'rlilnls. li)r yerrs, Chioesc {)l-

Iit ills hrrvc l)ecn txlkinB
llxrut lrr,rilcling I <rrkrssltl lntl
a(nrtr()v(,rsiill hyclropower I'u-

cilit)'()n tlrc YiLngtze Rivcr. Appro\,c(l
hy thc Nrtion:rl I'coplc's (i)ngrcss in

1991. rll)cit sith a rccord numbcr of
:rhstcntions. rhc '[hree CorScs l)il[)
proiect n()$'llppcars t() bc ntoving
ulrcird. (lhincsc officials estimutc costs

li)r thc l7-rcrr proiect at Y50.(D l)illi()n
rn lq9J pri(c\ r Sll.() hrllion at hrt rr':rr'r
t-xchange r:rtc), llu)ugh criti(s ()f th(
clanr clainr thc rexl costs cotrld lTe

rnuch highcr. ln irddilion k) power gen-

crxti()n ilo(l lrilnsrDissi()n eqlripnr(rnt,
thc pr(,iecl will rc(luirc stccl, ccrrenl,
expkrsivrs, cilnh-!n()r'ing r'quiptncnt.
lnd ntlssi!c ((,nstructi()n of nc\\'
hontcs and llct()ries Io acconrmodlrtr-

tlrc 1.2 nrillion pct4rle rvho u'ill bc clis-

placrcl lrl thc drm site and its 60lrknr
k)ng rcxn()ir.

l)r('parilt(,r) work frrr thc rlrrrrr is
norl, undcnvly. inclutling prelinrinary

sitc prul)xl1lli(n lncl rrud constnrction.
Chincse olhrials ltolle kr sccurc srxttt
intcrnlti()nirl lirncling firr the darr, but

lnrrch of rlrr pr{ }irct is to tlc 6num'cd
thruglt lxrntl issues.'l'lrc St:ttc-()\\'n((l
(iczhouhr I'()\\( [ l)hnt C().. ()nc ()l tlrc

clllitics rnirnlBinE th( pr()iccl, is t() l)('

rrrnr'cflcd int() x st()(k complnt' thlrt
$'ill issr,rc lroncls lrolh in (ihifl xn(l
:rlrrr rrcl. -Alrxt ltrt
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tions or k,cal dcvelopment audxrrities.

On(e they havc iclentificd a promising
pnrject. houevcr. pr(NI^-(livc f()reign in-
vesk)rs may run up again$ a number rf

l)irrri(h lllirt li )ir rhcir .rhilitr to Pursut'
llr( (,plnntLrnrt\ :orttc oi tltt'st olr'tlrrL:'
includ,.':

I No forcign controlling intercst
(llrirtrr lreslr t l,..trlv stltterl nrrli()rrill l)()li(\
tlrut Prolrilrits lirrt'ign invcstor-s liortt r:r-
(lusi\c ()l)([rli()n :rrtcl control ,rl irrl(t-
5lnr(lur( ln'(li(\'t\ th:rt r.krsr.lr ;rllctt tlrt'
rl.rilr lirrs ()l tlrr' (.hinr:'! pcrrplr. 'lhr'
\lirlisln ()l l'rx\(I, lnllLr\tn. li)r i \lJn.(.
rurl]tlr Prrlrlislrt'rl I)r()\i\i(,ns \lil)Ulirtrng

th.rt rritlr tlr,. r'xr.pti()n ()l l)rr il(l-( )[)(r'.rle'
tr,l .l(r ,lJr)lr l)t,,i((t\ ,l ,,,,(.lxt) r -



vcst(rr gencr.rlly is not ;rermittecl to take
nx)rc than a J0 percent equity intercst in
a lxrwer plant, whether dle forcign pany
is buying inlo an existing plant or enter-
ing in() a,oint venture q.ith a Chinese
pxrtnc'r to builcl/operate I new onc.
Similar rc'strictions exist with rcgard to
f<>reign investments in ports tnd
wharvcs. If frrrced to acccpt a minority
intercst, the foreiSn pany may havc no
controlling say in the construdk)n and
opcmti()n of the proied, m:rking it diffr-
cult for the foreign entity t() ohtxin fi-
nancing for the investment.
I Llmlts on the rate of return on
lnv€stment Companies fr<lm Hong Kong
and clsewhere have openly complaincd
that thc Chinese are seeking to set a cap
of 12-15 percent on the rate ()f retum-
thc maximum profrt pemlincd cach year,

expressed as a prercentage of total invcst-
menl in a proiect---<)n f()reign-invcsted
infrustructure projects. M(,st compJnies
belicve this rate is too bw, give,n the
riskri of investing in China. Hong Kong
consortium Consolidated Electric Power

The Chinese essentiolly

dictote the rote of
return through their

conkol over prices

of fuel, row moteriols,

ond other inputs.

Asia ud. (CEI,A), for insrance, has stated

that it finds any rale of return under 1ll

percent for power plant investment unac-

ceptable, given China's inllation problems
and the prolrahiliry of funher devaluation
of rhe r"r,r,iabi (RMB).

The Chincse essentially dicute the rate
of retum through thcir control over pricils
of [uel, raw materials. and ()ther inputs.
They also regulate a proiect s revenue
stream as chargc's asseised for the ven-
ture's output must be approved by the
govemment. There is litde chance of the
governm(nt ulkrwing a vcnture ro in-

crease priccs tr> exceed the ratc ()f retum
()ritlined in the p()iect negotiati()ns.

Ofht ials in Beiirng.lrim thll thcrc is

no set cap on the rate of rcturn, which is
cstlblrshcd ()n a proiect-l)y-pr( )je( t hdsis.

lt)wcr officials havc. stated public ly that

rctums higher than 15 percenl will he al-
krwecl in remoie interi()r regi()ns $hcrc
the incentive t() invest is weaker. M()rc-
(,\'cr. (:llincs(. offi r'ials nott. tlr:lt ft )R'ign
firms can effectively raise their rate ()f re-

turn hy louering proied c()sts or their
tax hurdens. These officials also (()ntcnd
th!t prelercntial tax treatment, which i]l-
krws infr:rstructure investors t() c(rlcct ar

return on total investnrent-rcgistcrcd
capital plus k:ans-yet allows them l<r

dcducl principal payments from taxahle
incnme, als<> facilirates a higher ratc of
retum,
I Tcrm llmtts f)ifferent terms of tpcra-
tions apply to dillerent types of infrastruc-

ture pr()iects. The maximum term ()[ a

highway ioint venlure is gener:llly 30
years, calculated from the date rhe joint
venture is established. rather than the date

Ports

Acc()rding to a rcccnl
stud)' b), Peregrinc llroklr-
agc Ltd.. China plans t()
spend ovcr S(r hillion dc,r'el-
()ping p()rts and walcruays
lxI$'cen 199,1-2000. Opti(nls
lirr forcign pilfli( ipirti()n hr\'!'
Itcn rlrlrnlticallv expandctl
in thc pasl t\\'() vcrlrs. lirrcign fill$.ra
n()\\' invcsl and pani(ipJle in thc nran

agcotcnt o[ i()int-\'cnture *hunes antl

ltorts and are pcrmittcrl t() 5cl up
$ h()l11' Iirreign-o$ncd entcrl)rir,(s t{)
lrtrilcl ltn<l ()pcrxlc spc('jll-l)(rrl)()sc
rvlt;rn,cs ltncl wilrcNlr\,i. Irrtrcign Irens
fiorn.lalun s Oversc.Ls l.:((nxnr]i. (ix,p'
crrtion [\rnd. tllc \Iy'orl(l l]xnk. ln(l tl)c
r\sixn l)evelopnrent lJrnk l)a!c l)c!n
rllrtlinr:cl h1' thc Chinc.ic g()icnlllt(t)t
[or port ur'tcl bcrth tonslruclir:n at

Qinglrtr:rngcl.r(). l).rlIrn. Ii.rrtin. \ltiji.t
rhurng, Shangh!i, \ingln ). l,i:urvun-
gang, Xiamcn. antl Culngzhou.

llel\\ccn 1987-9-3, li)reigncrs invcstcd
an estinuted $2.10 milli(D in p()rt.()n-
strucli()n in Chinll. In rcccnt ycars. t)0

per< cnt of such investmcnt
has gonc l()rr':lrd c()nt:lincr
*harf projccts. A nunrber of
forcign conrpanics lhat in-
\,rstr(l in rctl (,r,tiltc (lcvcl()p,
urent. porver planls. :rnrl mun-
ut:rcttrring l)rl)i(cts hlrve l)e(.r
ptrn)ilt(ci (, lruikl sl-rccirtl-pur-

Jxxe wluncs l() cltcr t() thc shipping
nce-ds of thcir nuinline pr)iects.

Fulure pon proj(cls include x con-
tainer consolichtion facilitv in Shang-

ll.ri. r(, l)r hrrilt lrv llrrng Kongs
[iutchis()n V'ltan4xra. 'l hc I k)ng K()ng
Vha (irou1r is kxrking int<: thc con-
stnl(ti()n xn(l ()pcrirli()n ()l lr (()nt inlr
p()n in Wuhirn. .\ (r)ns()rliurn ()[ I ]S.

Plrilrl'tpinr. rrn(l Il,nS K(,nI int(r(i.ti' is

sctting uP xn c(luit!'j()inl"\'cnture c(nI
plnv Trith (;uxngzh(nr llrrangpu Ctln-
t:riner (irnsolidation (ir. to dcvclop
Cuangzhou s lluxngpu (i)ntainer C()n-

solitlatiorr Vharl. As lk)ng K()ng no\\'
ranks ls onc o[ thc world s most
crowdecl containcr hLrhs, nany sh\r-
pcrs rrc cirsting thcir eycs on Chinas

coastlinc, panicularly since they cxpecr
China rr.rdc to pick up after the coun-
rry accedcs t() the GATT.

In:rcklitron t() (()astal fx)ns, ChinJ is

l(x)kin{a l(} impr()ve inland watqrway
lr:rnsp()nali()n.'Ih( Yangtzc River is a

prinr( tlrgel, xs it acc()unts frrr or,cr 70

Per( cnl ()l total inllntl \r:ltcr!!'ir)
Iicigltt tonnuge. l'his sect()r (rf infrir-
slru('lute invcslfilcnl m:l! n()l Pr()\'( 5()

irttftrclivr l() li )rcign inl.estors. horvcvcr.
rs thc g(,( s t() I)c transp()ne(l (()nsisl
prim.lril,r ()f non'tariff ilenrs such as

coul lnd lruilcling nratcriuls.
V/hilc tlrt. clcvekrpnrent ol irll nt<xlcs

()l trilnsporliltion is I lriglr prioritv tirr
llcijing, nlrny :rnrlysts belicvc thlt
Itighrval antl Jirp()n delcl()pn)cnt rlkc
prcr'c<lentc ()\'cr p()fl lnd *llcrual
pnrjccts. 'lhe rexs{}ning hehin(l this ()r-
dcrinS is rl krgrcll onc: (ilrinl's rrlrst sc-
\icru ttunsp()n lxrttlcnccks rx.cur inl:tnd
and in llrge citics. \\hcrc poor road
Jnd air (rrl{o facilities prcvcnt g<x:ds

from gctling to thc mlrket.

-Als\a ktu
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thc highwav is opencd to thc public. Gral
fired power plunts ere gcnerully linilcd t()

20 years, while hydroelectric plants are
given J0 years. Thc rationale lxhind this
grlicy is that sincc, power pllnt and high-
$a,v proiects ckrscly affcct the livelihrxxl
of the Chinesc people. foreign investors

should be given a tcrnr krng enough to
entice them to invesl, but not so long that
lhcy will not fcel ohliged to seck krw op-
eraling cosls and high cfficiency.

As nany inlilstructure p()iecl-s utilizc
the BOT structure. term limits can hr
problematic. tlndcr thc tlC)T mqlel, a li)r-
urrEn lnvcslor (nt(ring inl() a cooperutire
joint venture contract with a Chincsc
party has the right n(n only to construct
aml operate the inlrustnrcrure facility lnrt
rlso t<) usr: dte undc'rlying land required
frrr thc facility lnd its (,pcmti()n. The k)cal
prrty is responsil)l( [()r providing thc

land-use, construction. and operation
rights and the ftrreign panner is rcsponsi-

blc [<rr coordinating the design, c()nstruc-

ti()n. and funding of the facility. In most
(ascs, the funding consist.s of a mixture of
equity contributk>n and project finance.

[)uring the tcmr of thc c:ontract, thc c(F
()pcrative ioint v!,nture company $'ill
haye the sole right t() opemte the facility
ancl collect tolls or charges. At the encl of
thc cooperation period, however, all
rights and assels of the i()int-venture com-
pany, as well as thc facility irself. are

trdnsferred to the l(xal panner at no cost.

Thus, rhe shoner the tcm of cooperati()o,
the les.s anractive the IJOT investment is

to lh( foreign pxrty. Somc forcign in-
vestors in wharf and highway proiects-
which typically involvc krng conslruction
peri(xls-have su.ccssfully huilt inl() thcir
contracts provisk)rrs permining the i()int-

venture lerrn t() bc rxtcnded in lh(' event
a project is n()t c()mpleted on schedulc.
I For€ign exchange dsks As with any
China project. foreign exchange prob-
k'ms can arisc in infrilstructure pr()iccts.

Apan from a privilcllecl few-such as

lhe DJ)a Bay nuclear power plant,
which sells pan ()f its rlcc'tricity t() H()ng
Kong, and tlrc Cuangzhou'Shcnzhen-
Zhuhai supcrhighwuy, which colle<ts
l()lls in Hong K,rng tkrlllrs frr:rrr Hong
Kong vehiclcs-infrastructure facilities
and utilitics gcncrally hrrve nrr forcign
cxchange-generating (xpability. Pri()r t()

this year's foreign exchange rcforns (.r'cr:

p.52). these projects could, at lerst in
theory, resort t(, (cflain foreign cx-
cllang(-balancing ntecltanisns, such as

inrp()n sul)stituli{)n. l() 8(.ncralc f(,r(.ign
( xch;rnge. N(,\^'. lr()u'cter, forergn in-
vest<>rs in infirslnr<turc pr<)iccts arc lcft

Ro ilroods
(lhin:l s rJil\\n\'5 (lrn lL)

l)tr( ent {)[ tll( r'()tlnlr\, s

<-rrgo lntl 60 l)crctnl (,1 its
p.Lssenger\. Ac( ()r(ling t()
g()\'cmtncnt csli,nlll(,s, inad-

rquatc rlil alrl)ll( it\' ((,sls the
counln nrurl\' $l 7 billion
:lnnurll\'-Jl)l)r()\irt]rt(.1\ .i
pcrcenr (r'(lllinu s (;\P. (i)nstructi()n

;trrtl upgreding ()l (lllinJ s rlils'avs h:rs

thtrelirrc hcen listed as l tr)p pri()rit).
An irni(lc in th(r i\lir) j Ro nitt Rilx\)

n()tcs that l\'linistr,'oI liailways (M()lt)
spcnr l\'1.16 lrilli()n ($5..J billion) lr(rnr
l9tj{-9r 11) luy rnorr. than 2,.1(() km of
ncs- lrack. .{nothcr ol6r'ill repon suli-
gcsti lh:lt lllc pacc o[ railNet eonstnrc-

ti()n is pi(kinll up, ls rh(,nlinrstn slx'nt
lYll2.ll hillion ($l. i lrillron) itrst in thc
flrst half ol 199.1 r() lry (r97 km ol nt'w
liD(.s an(l d()ul)[,tr:lck lnothcr 621 knr.

RailTvuY conslrtrclion cntcrprisL,s hilvc
lrccn cxhon<l t() use rd\'anced tr:ch-
no[rsics and iml)()n highl],cfficient lu-
(hincrf xnd c(luil)nlrnt to spec<l up
(l mstnrdi()n

.\c corclirrg t() l'cr(Hrinc Errrkcrlgc
l,ltl. estimutcs. ovcr $.tu l.)illion will l)c
\l)cnl l1( n\l.(,n I 9(). t - ll lt x ) ( )O ruil$ lry in.
vcstn)cnl- \r'itll hrll ol tlrc funcls going
t() (1)nstnl('t ne*'lincs lrnd dorrblc tnck

!nd !lc( tri[\ (,\isling on(\.
Tht' rcst * ill lr, slrnt <,n ncu
cquipnrcnt. including locr,rn, >

live :lnd tcrnrinrl upgredrs.
l)()nr( sti(' luncls sill likrll
(r)vcr r()sl ()f lhc trx:tl rrrsts,
lxrt lt ltast $.1 hillion in lirr-
cign lirntls \\ill l)c s()lic,lc(I.

Coll transponlrtion, Nhich :lc(r)unts
lilr Ja cstirrutc(l .r0 lx.r.cnt o[ totll r:ril-
\\:rv tonnag(, is l)cing lxcilitxlr(i l)\ iL

nurnlx'r ()f nc$'railual lincs. One lint.,
nrnning [r()nl l)irlongs ((ul mincs l(,

Qinhrrangclao, (lhinrr's tnri(r' co:ll p()n.
sas crxnplctcd tlr l:ltc ly)]. A 5tt6-knr

Iinc \\'ill Iink Shcnmu. Shrnxi I,ft)\'incc.
ti) an(rthcr Hcl)(i lx)n. llu.rnghu.l.

(i)n:itnrclt,n o[ rxhcr lincs for l)(rlh
p.l\s('ngcr lnrl frriglrt tt.c rs .tlrc.rrlt rn
progress. inclutling tllc nc\\,, d(^rbl(.-
tlr(kcd tlciiing-K()ulrxrn linc. rvhir'h
should be conrplctcd ll thc cnd of
1995. sevcr:ll rxst-NCst xn(l n(flh-s()utlr
r()Lrtcs arc llso slated lirr <krtrble trar k

ing. $1tilc ()thch rrc l(, l)t: el('(trille(l.
lligh ()n Uciiing s $'ish list is x l)ullcl

trxin tllrt w()Lrld run l)crNecn It(jiiing
.rntl Sltunglrli. Tlrc pusi.(n8cr (,nll tnrin.
rvltich rvoultl c(tst iln cstirn.lted $10 hil-
lirxr to build, s'ould nrn rt slx.eds lvcr-
irging 250 km.ihr:ln(l cut travcl timc h

f\\'ccn the t\\'() citics [r)n lhc crrrrcnt l]
horrrs lo f hours. 'lhc 

l)ft'jc(l s nrxssivc
funding nccrls suglqcst thxt the g()\'crn-
rncnl sill ha, c to nlrkc spccial contcs-
sions in ordcr t() xcquire financing-
(luPrt:rl cr rrtrilIrt ir rns li,r rll( l)ull({ tr:rin
arc (xPeal(l to corttr lront largc ancl
oretliunr-sized Stile cntcrl)riscs ul()ng
thr r()uter rxil$xv nlinistrics in Shxn$-
hri. Ilriiing. and.lin:rnr kxel golern-
rncnlsr tnd frrrcign anrl [rlrl investors.

'li) rtlrircl li)rcigrr c\pcrtisr iln(l [i-
Dlncing, MOR is (rnsiclcring pcrtnitting
SiDo-li)rcign i()int \'(.nturcs to devrlolr
slllli()n :rreJs untl land atljacent to tlrc
\hli()ns.-l'hc llini\tn ir, xls() lcnl ireh'
(\pl()ring clinrin:rting Pri(c c()nlr()ls t()
lct prices rcspon<l trr nurrkct tlemlrnd.
tuthcr thxn.()nlinuc tl)c prcsent p,olitl,
ol anificiallv clcprcsscd uscr fees. 'flrcsc

lrrli<ics represcnt r lldi(ill nx)\.e awily
frorn prcvir:us tiglrt-listcd Statc conrft)l
()rer thc rilil\\'JI sr(l()r. \X'ilh llre.llcr
ficcdorn to pxni(ipxre in r:ril*ly devcl,
()pnrcnI. f()rt'ign c(,nlpxnics should lre
Lxrking rt provicling thc lltcst signalling
lunrl track-control c<luipnrent. and
sltoulcl alsr> e(msi(icr invcsting in tllc
a(rnslruati(rn. ()pcrrli(nt. ancl rnanagc-
nlcnt ()f railrosds. slJti(nrs. ilnd hnd:ld-
iaccnt to tlrc rail lines. 

--.llcx.t 
l.tarl
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with only the swap centers as a means
of repatriating hard cunency profrts.

China's currency is cxpected to devalue

funher against the d<lllar over the rest of
rhe decade, exaccrhatinS the risk that a

lirrcign pany may g.{ back less than the
amount it originally invested. This protr
lem, though, can be quile easily overcome

by denominating the foreign pany's invesr-

mcnt in dc,llars ut a spc( ifi( (onvcrsion

rate and stipulating that repxyment bL'

madc at the samc r.rlc, payrble in dollani.

If thc, foreign pany hali financial clout and

indicates an interest in investing in othcr
proic(Is, lhe Chiflesc panncni will likely lx
nxrre amenable to suclt a request.

If the joint venturc is xble to ruise RMB

prices to compensate [<rr any devaluation
of dre Chinese currency and subsequent

conver..iion of RMll profits into hard cur-
rcncy. it should have no prolrlem paying

the forcign panner's sharc of profits. Rut

the prices of somc grxrds and sen iccs-
including many in infrastmcture sectors-

lnfrostructure focilities

ond utilities generolly

hove no foreign

exchongegeneroting

coPobiliry.

I Ttght cr€dtt RMB loans have been in
shon supply in the past two years as Bei-
jing continues its cffons to regain control
()vcr China's financial system. New re-

stricti()ns on the, use aml retention of for-
cign exchange alsr> make it difhcult for
proiccts to get necessary lrard curren<y fi-
nancing. as foreign banks wr>rry that Chi-

ncsc infrastruclurc pnrjects mly have dif-
ficr.rlty servicing f<rrcign exchange loans.

The banks also balk at non-recourse fl-
n:lncing (i.c.. l(un\ in $hi('h the foreign
investor is not personally liable f<rr the
loan in the event of a default).

In previous ye:rrs. the State Administftl-
ti()n of Exchange Control (SAEC) permiF

ted ccrtain Chinese institr.riions to irisuc

f()rci8n cxchanS( lluaranl(cs to frrrcign
panies. fhder such sct-ups, thc'Chinese
gulrantor-usuully a l()cal entity-
promised Io use its own foreign ex-
chunge re.crvcs to rtply tlte foreign
parry's foreign currency obligations
shoulcl Ihc f<rreigner lr unable to do so.

trl() nonh-south routt:s (Beijing Mi(a()
dnd T(xrgiianlt-SJnyu) lt)'lhc year 20(X).

Scctions o[ thcsc roirds will includc su-
p,rhighs,a-vs (gr.ncmlly toll roads of i-6
lrncs). xs sell us 2-"r lune highw:rys.
(i(n)\trucling this r()rrd nstw()rk is cx'

lT ctcd to cost ()\'cr $52 hilli(rn th()ugh
tl)c ycar 2000. n(n in( luding sul)stuntiJl

u<lditional sulns anticipxtcd lor trunk
highu'ays to be built betrveen 2000-203{).

Ac.ording t(, thc l\linistry ()f C()nrmu-

nicrtions (l\'lo(:). wlriclr is in chargc- ol
(.(nrstructi()n xnd lIrJinlcnJnL! of lrigh-
u'lt\'s outside Ltrban lrcas. x k)l-al ()f 12

nJtional tnlnk highwa)' systcnrs cover-
irrg approxinratcly 3{),t)(X1.15,000 km ()l
high-grade highu,lys uill bc built ovcr
th( nexr Jr) yr'!lr\. l:c$'pulrlishctl statis-

ti(-s on thc numl)cr (,[ toll roads cur-
rcnlly in opcrali()n in (:hina xrt avail-

pc(1cd to c()vcr trl()rrl rolrtl devckrp
olcnt c()sls, largely tlroLrgh thc nraint(
nance fees collcctctl for vchiclc
rcgistralions. AI lhc sxrnc tinrr', tlle
nrini{ry is cx8(r t(,:rttr.rct lirrt rgn r..rpr-

tal. plnicularly un(lcr th( llo'l- nrrxlcl
tuscd to build Guangzlxru-Zhuhai su-
prhighl'ay l.r-cv 7Dc (,TrlL Januxr,.ljcb-
ruery 1993, p.-itt). 'lirlls in Chinx rrc
gcnenlly cr>llectecl in Ircal currcn<'y.
cxccpl ()n the (iulngzhoLr-Zlrulrai su-

1^-rhighu'ay. shich is alloscd to col-
lctt llrrng Kong rlollars from Hong
Kong-registerecl vchirles.

Minislry om(ials clainr that ltcausc
highway proiects ere prirr[itizccl undtr
thc State phn, k)rcign in\,(stors in ihcse
projccts \aill bc ill)lc to su'ap es rnuch

rr,anrillri (RMB) firr harcl r'urrencl lts

thcy nccd. N() govcmnrcnt Buarantccs

sill bc avlilahle for privatc inr,eslors,

hoqevcr- and Rl\,lIJ l()lrrs will he cx-
tcnclccl <lnl,v t() (lhincsc inlcs()rs. Thr'
Ilank of China lnd scvcral lrxal invest-

!ncnt rnd trust c()rp()r!ti(rn:' hal'e rc-
poncdll t'arnrrrkccl luntls to provicle
lirreign exclrangc lirr a nunrlx.r o[ large
((nlstftrc'ti()n pfi )iricts.

'lltr' \0or li:rnk. irl()nl.i witl) (:hrnr s

Stir!' l)cvelopmcnl lhnk (SDlt), \\,hich
l)cgxn {)perating in April, lras mx(lc
l,'nl-tr'mt lr.rnr [rrr r,:lrtl rrrnstnrrtirrn in
thc N()rth$esr. \t('hilc \\'()rld Brnk-
fundccl projccts:rrc opcn to loreign
l)i(ls. SI)U lr>lns arc in R\llJ:rncl arc
;rvxihl)le only t() (lhincs(j enrities.

A((r)rdin8 to th( nlinirtry, thcre is no
rrpl\'r lirirrl ()n tl)r'r:lt( r)l 11'ttrrn (,n in-

vcstrtlenl in highwJv pr()iects. Profit
nrergins for Chincsr suI^-rhighn,al' pr<>

ic(ls xrc difficult t() c\tinrxtc, ho\\'c\-cr.
lr tlrc li>reign inr,cstor's prohts are gcn-

crrtcd l)y toll c()llc(ti(rr and. in n1()st

t':rscs, clevelopment (r' lrdixcc'nt land.
lliBlrway p()iecrs in xrcrs with rxpidly
rising reitl-eslite pri('cs. lhercf()re. c()uld

entl ttp ntrrrc Profit:rl:['rh:rn tlursc in-

loh'ing higher r<xd tr.rflir'.-,.1/z.tn 1-rlrr
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rcnlilin under g()vcrnn)cnt c()ntrol. []ntil
such controls are liftccl. Iirrtign investors

cann()t :rssume thirt their infrtstructurc

Pr()jccts *ill hJvc lut{)n(,rn} in \etling
priccs. Developers of the Ctrangzhotr-
Zhuhai superhigh\\,ay. for instance, had

k) apply to the authoriti(s lo increase lhe
t()ll for Chinese-rcgistcrc-cl vehicles *ten
the Jrnuary I exchangc fute uniflutk)n
<levalued the RN{B l)y .10 pcrcent. ln-
crcas.-s in utility chargcs also hare to hc
u'rrrktd out on J pr( )i('( t - l)t'prr )jc.t l):u'is.

as tleiiing is ftarful thilr higlrer prices will
cxaccrbi{te Chinir's high intlation rate.

Roods
-lllc devclopnrenl oI

(ilrina s highuay systcnr has

Itcornc a highliodty, high-
visibility g()irl. Ilcijing It<4rcs

l() .()nrplete l highwrl net
rr'ork s-ith trvr) (.llrrt-\\'cst
r()utcs ( Shanghr i-(ihcngdu
runcl Korgas l.iany'trgang) lnd

lblc-. ttrruglr nuny of thcsc
nrltls :rre rrrncenlrrtcd in thc
Special llconom ic Zoncs.
Sichunn, llcil(,ngiirng. Jilin.
and Shlntkrng pr rr inces havc
also lx'cn huilding toll rol<ls
t() link thcir Iuj()r citics.

D()rlrestic htnds urc cx-
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Theorerically, such Suarantees arc still
available, but in rcality, they are now
granted only in unusual circumstances.

lnstead of a guarantee from a hank or
financial institution, some frrreign investrrs
have requested-antl :rc(epled-pronriscs
fnrm the relevant city govemment or ltral
planning commission that the ioint venture

will be able to buy enough foreign ex-

change at the swnp ccnter to cover kran

and interest repaymcnts as well as the f<rr-

cign pary's pro6t shrre. Foreign bankcrs,

howcver. are wcll aware lhat such guaran-

lees are not authorizcd by the SAEC and

even if they wcre. the backer is not likcly
to have ready access to foreign exchangc.

As il result, forcign hanks are generally un-
willing lo lend against Chinese assers only.

To address this problem, Chinese au-
lh()rilies may cnaorrrrE( e foreign in-
vest()r to invest its RMII eamings inl() an-

other project capable o[ gencr.ltinS
f<,rt'ign exr'hrnrqc. Eiving the [(rr(iBn
RM[J-investor funhcr ecccss lo hard crrr-

rency. 'this is r long-tcror and risky
pr()ccss. howcvcr, irs thc success ()l thc
scc()nd venttrrr is nol gtraranlccd lrnd
rn()sl Cltincse enlerPrises seck investnrcnt

in h:rrcl currency. not RiVll).

lnvcsbr pro'teclion

(;ir(n llr(,r,c rrlrstur'l(s. in! cltin!i in
(llrinir's infrastnrclLlro (lcvelopmcnl is nl)t
Iix lhe f-aint of hcan.-lir c()untcr lh(.()l>
\,ious drarrtracks. li)rcir{n invesk)rs hxlc
so llr rcsonrd t() it ntrrnl)cr ()[ nle surcr'.

sonrc o[ r'lticlt halc pror.ccl nrore clli,c-
tivc thiln ()thers. In thc casc o[ porucr
pl;rnts, firr exanrplt,, thc criticxl stcp is ti)r
tl)c l)r()iect t() sccrrr('iln oll-tlke contrlct
u'lrcrelrv the kx:rl Lrtilitr' (olicn thc prrr-

Bei rng will soon

promulgote leg islotion

thot will stondordize

foreign investment in the

construction of roilroods,

ports, ond whorves.

iect s Chinese panner) undenakes to buy
all or a substantial ponion of the project s
t( )tal eleflri( iry output al an agreed pncc.

Roads, railways, and p<>ns, howevcr,
d() not have the ability k) secure off-take
ilgreements. Thcrcforc', fi>reign investors

must try to ncSotiate with local officials
f<lr higher fec schcdules i[ revenues arc
k)uer than oriSinally proieded.

ln terms of gening thc Chinese panncr
l() Jgrec lo ir Pricc .rdjusln)cnl meehirnisnt

k) c()mpensatc f()r inlliltion and fluctLrx-

tions in the RM[] cxclungc rilte, some ti)r-
eign inves()rs havc bccn ntore succcssful

thrn others. In tltis regard, Chinr's insir-

tiahle thirst for lirrcign capital to rer.italizc

its infrastnrcture cln often qork in thc
lirrcign in\,estrrr's f:rvrrr. Somc for(ign in-

vestors, frrr exantplc, havc obtainecl conr-

mitnlents fionl kral governmcnls stipuht-
ing thxt in the c,r'enr fuc-l cosls excced:r
illrximun xm()unl pcr t()nne. lhe locxl

ll()\'cm renl sill subsidize the diflerence:
the (xp ()n ()peruling cxpcnses servcs t()
sufi'guard the lirrcign invcst()r's slim pr)fi1

nrxrgin. tlnclcr l ll()1-scheme, howcvcr.
thc g()\'ernntcnt ltls no inrnrediatc ncccl

k) gcnemte profits. lnd nuy therefi)re l)c
un\\'illing to txkc (rr this risk.

l-oreign investors should also pay cbse
attcntion to other matte$ before c()mmit-
ting to infraslructrlre proiects. Dispute
resrrlution pr<xeclures should bc spcci-
fied io the ioint-vcnlure contract. in the
cvcnt that misundcrslandings arise later
on. ln addition, foreign investors need to
have a plan of action to c'ope with pr<>

jcct risks, political risks. and faulty open-
ti()n schedules.

Down ile rcod

The central govemmsnt has takert some

imfx)nant sreps to supfDn modemization
rrf Chinas infr.rstru< ture. [kiiing is raising

Jchr in Japan irnd in ()ther parls ()f Asia to
fund infrastructure projects, and later this
year, authorities are expected to promul-
gatc provisional legislation that will stan-

dardize foreign investment in rhe c<ln-
struction of iailroads, glrts, and wharves-
(:hrnr is als(', phnning to c()ntinuc pri(c
reti)rms. which, though infl:ttionary, may
lr necessary lo altruct funher invc'stnlen(

in the transportiltion sccft)r.

The innovalive foreign investor. fi>r his
plrt, can prohahll'structurc, his overall
conrpensxtion package to ensure a salis-

fa<tory retum on investmcnt. An invcst()r
in r high*ay p()iccr. ti)r cxlmplc. coulcl
ohtain the right to devekrp the land akrng-
side the highway l() opcrxte (or transfi'r ft)
otlrers the right to operirtc) gas stali()ns.

restaurants, lncl r.-vcn slxrpping ntalls li:r
the dumtt)n of thc i()inl-r'cnlure contruct.

The Guangzh()u trlctr() p()iect \\'Js struc-

lured this rr'x,'. An invcstor could c'ven oh-

tain conrpcnsat()ry hncl use rights-gor.
ernment-grantccl llnd usc rights ftrr a

Sxetl price-lirr lanci slightly lanhel lurv.
irs it would lrcorlc ntrrrc r,lluablc oncc

thc high$I) is c(nnpletcrl.

If pnrpcrlt' stmctured. income ud
profits from lhcx, tncilhry adivitics
could tum $trt $'()uld othcr$.ise be

a hck[rster high$'ay investment into
a series of excitint investment op-
ponunities.'li) ()vcrcome fin{ncing
problenrs, an inv.'st()r c()uld irls() sell

a slicc of his inveslnlent t() the nu-
merous fr>reign-funclcd venture <':rpi-

tal funcls, r,hiclr :rrc hungry firr lll
types of p()jects in China. Such ac-

tivitjes shoulcl problbly n11 lx un-
denakc'n by th( uniniliated, bul in
China. thc savvy inrestor under-
stands the neccl to l-le crealive nd
flexihle. t

CHINAMINSTITUTE

China Business Link'g4
November 8-r8, 1994

To join this on-sitc business seminar tour in Beijing,
Nanjing, Wuxi and Shanghai and meet with national and local
business leaders and joint-venture executives, please contact

Julia Redei at 2t2.744.8t8 r ext. r4o or
Vayne Xing at 2t2.666.5633
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DHL.SINOTRANS
Gonnect with China

The first joint venture air express company in China, we are committed to providing the best service in

China and worldwide. Our network is the largest, fastest and most reliable. Our reputation has been built
on providing an unsurpassed service in China and worldwide for longer than any of our competitors.

With offices in ten locations and over 50 agent office locations, we are the right choice for your "express"
DOCUMENT, PACKAGE AND AIRFREIGHT shipments. Part of our commitment to you, our customer, is to
provide full shipment tracking and tracing and on-site customs expertise to ensure that your dutiable

shipments achieve the fastest delivery possible.
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WORLOWDE EXPI?ESS ^

Collection and delivery in other locations available through our partner/agent - Sinotrans. Over 50

locations throughout China.
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ty,

Beijing - 466 2211 . lian1in - 331 4483 . Dalian -2725882' Oingdao -387 6007 ' Shanghai -5362900 '
Hangzhou -8089714 . Guangzhou - 335 5041 . Wuhan - 585 6780 . Xiamen - 601 0503 ' Shenzen - 339 5591



Getting Strict
with Foreign Exchonge

I lucille A. Borole ond Thomos E. Jones

New rules push

FlEs to export more

r tucille A. Borole is o senior ottomey
in the Fronkfurt office ol Freshfields low
firm. Thomos E. Jones is o porlner
bosed in the firm's Hong Kong office.

n January 1 this year, the
Pe ople's tlank of China
(Plla)C) initiated n extensive
reform of China s f<rreign ex-

I'llOC has c'snl)lislrcd rhc China !-orcign
lix( hilnge Truding Ccntcr (CFFjTC). \\'hi(h
c<xrrdinatc,s RIUII trJnsxctions nxtion$ide
according to standarlizerl nrles.

A unifted mt
Ii)rcii{n invcsr()rs irrnlcdiatcly lclt lh(,

irnpuct ol thc.lunu;rn I (linrinali()n ()l lh(,

trvo ticrecl t'rchlrngt, rJt(. 'l'hc l'lt( )(:
hikccl thc ollirirrl lorcrgn cxchungc r:rtc

lirrrD Y5.r Sl t{) tlrc grring s$up mrrrkct

rJte l() crrltlc l nrunugctl flolting tr
(lurngc rale" of :rpPr rx inratcly Y8.7,,$1. As

lr rcsult, firrcign ir\'(,st()rs cnlering nr\\'
l)r( )iccts in Cllinx lrrc n{)$' cnstrrcrl tlret tlrt.

r'ltlur ol tltcir in\'(slrrrtnt is ltssrssc(l ((nl
j.isltnllv t|ith lhrt ()t tllcir Chincsc pun
ncrs- .ls (lhincsc rcgulutions rctlrrire th;rt

c:rpital contrillnions lx, v:rlLrecl ltcrrnling
to tlrt, officill rxthrngc r:rlc. ln tlrt pust,

thc tlistrt'panrt hcts'ccn tlte olfir.iul .rncl

\\'xp D)irkrt rltcs rcsrrltcd in the unrlcr,
r.Lluing ol Iirrcigrt invcrtrrrs hrrd currcncr
rrrrtrilrulions. inr.li|t,ttlr gir ing the (lhincsc

in\,(slor J prcrrliunl ()rr ils in-kin(l r)r RlUl|-

rlt nonrinntctl in\ ( slrr(1rl

lltr. rrnifir'rl Irrtc hrrs ulso (linlinillr.(l tll(,

ttctrl lirr crtsting l:ll:i t(' s(rr(h k)r r'\tr]
otlitt;tn nrcthrxls to ruukt' Il\llJ .tncl lr.rrtl
(11[r(n(\' :lss(l\,.<lrrlrl rrt r'ltluc irr r:rIitrrl
,i,ntllrrrttr,rt Prrrl), ^r- .rrul (.n.,1\.(\ t,'r,.itn
in\csl()r\ l() rrse tltc grring rxtr-r'uIr( nll\
.,t('r (l \s - \l-\\ltr.n r.,lrn! Ilr. i,l
\(.\l0rL.nls llo(l q lr(.tr r(P:rlriJItn{ ln-()l'il\
It! l( )r( . li )r('rgn rn\ (\l(,r\ l( )\l nrr xrr'r rr ltUrt

('l)irlnirting Pn),ll\.rl llrc :rr:rlT Lttc.

Ilrr's\\itr'lr to tlrr'rrnifrr,rl ,lllc \\r\ r)(

(rnrr(lv l)tn(li(irl. lr^\r'\'(1 'llr( io l)(r
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clr:inge srstrnr. -l hc l'li()(l unifictl
(-hin;r s ollici:rl ltnd sultp rnurket rt-
tlrrtnge r'utes, lnnottnr'tcl tlrr' grlclulrl
*itlttlrurlul ol Iorcign crch:rngt. ccflil'i
(:lt(\ {l:la(.) liortr citcrrlution. urr(l nta<lc:r

nunrl)(r ()l otlrcr r'hanges rn thc rulcs
go\(rrrin! tltc usc ol lirr( ll.lrr (\ahxng(.
'lht'sr rttrr'rttles hltvc clrtngctl the ultys
in tltirlr lirrcign txclrunge is rcscrvetl
:rnd rrs(rl lirr d(nr(,sli(' cnt(.rl)riscs. thc
rigl)l t{) r(tilirr li,rcign cxchlrngt' rctenrr,.'.
It.r. l.rrHtlr l,rtn clrrtrn:rtr.l Ir,,r li,r(rIn-
,n\(\l((l (nl(rPri}(\ r lll *). Ilr( nrl(\ li,l
undrrlJkint lirrcign r'rr lrenrlc trensuc
tions hl[ t, ltcorre strirlcr-.

'l'lr( r(l('!.lnl r('!ul.lli,'I]\ 1.t,,\'( rnrI]l.l

tltcst r lt;rngcs inclutl( lll( .\na(,rroar'rrlrnt
()l llr( l'll()(. ()n I'urllrcr Rt'lirrm ()l
(.hirlu \ Ii,rcign I:rclturtgc sr\l('ln (l)(
tcnrlrcr l(). l()()J)r lh!' l)r{)r ir'i()nirl llegulir
tur'rs loI tlrr \(lnrinisrfllti()n ()l li)rrign I,l\'
Lhrn!l( 5(ltlcrnrnl. Scllin!. xrr(l l)lr\'rncnt
l,\l)fl1 I l()t) : lhc Pr(^i\i()n.rl \l(.rsur!s
l'{rr th( \(l!l]rnislrrtiorr ol lirrt.ign lix
(hJnA( r\((('Lrnl\ (Al)ril l. l'l)r): xnd lh('
Irrrr\ rsi(,n.rl 

-lt:trling lltrlcs ()l llrc (lllin,r

lirrr.rll] lrrclrlrnuc'l rJrlirg (l(.nt(r{Al)rrl r.

1,,()r' llr(\' l,trlt* rrrll lrr lt, t lrr .r .r .rr

its Irrg ttr'nr golrl ()l rnlrkrn! Il]( ,rrrrrirlrl
(R\lllr({nlr( il)le In tlrr. rrrr.untrrrrr. l}t.r'

ling \ rll l\ lv i xr :rn t rt lr.rngr' \! sl( n) thirl

.rlIrs. tltc lt\lll crih;rngt rrt( t() l)c (l('
l(11lrir](11. irt l(ilst in l)xrt. l\ tlrc lirrrcs (}l

sLrl)l)l\ .llt(l (lclttiln(l 'l',r tltrs t ncl. tltt,



ceot devaluation of the RMB led mo$t
produce$ of goods and services with for-
eign inputs t(, raise their RMII prices,
supposedly to cover increased cosLs. HG
tels, foreign hkrr-*rvice companics, Chi-
nese ai.lines, freight forwxrders, and
long-distancc telcphone companies all in-
creased thcir prices.

Frtreign compunies exponing to Chinl
!,aw their goftls lx,comc much more ex-
pensive after the exchJngc nltc unili( xlion.
This resuk. however, was pln tf lleijing s

nlx,nalc ft)r undenakrng thc dereluation.
It appears that thc govemmenfs dcsire k)
slow imfx)ns and fuel expon groMh and
frreign exchange eamings is being met, as

China's lbreign exchtngc rcscrves have
risen h) ovcr 50 pcrccnt since the ltgin-
ning of thc )'car. The nes. morc accurdte

trJrlinl,l nrxrk(l llrxl t\1\rl(l opcrirte hy :r

stlrntl:trcl s(,t ()l nrl(s nllti()nwi(l('. (:l)irrcsc

rutln,riti(s r,llll(.(l tlllrt lhis rn()\'t \\':ls ns(
(,ssIIv l(, (l(.rcl{)l) lr nilti()ntl c\al]ilngc
(ttc. ln tltr' I)ir\1. s!\'ll) t'r'nlr,r's rlpt.r'lrtrd
on u Ixrtl lrusis, rnuking it in)l)(]ssil)lc lo
crrrrte uJr sith:r singlc. otrrrkrt-rlcrrvcd
li rt'igrr crch:rngr. r:rtc.

'l ht ncrv lrorlr'. (.lrIl(:. \\irs c\txl)-
lr.lr'rl rn rlr.rnllr.ri .rr(l i1,n\r\r',l ,rn In-

l( rl)xnk li n ! il.in ( \(hilnN(. lrlding r:lrkct
:r. *'tll :ts lt lirrcign crt'hlrnge s\\Jl) nltr'
lict. to sltirlr only' I:llis llrr c uct t ". l hc
( ( Dl( r. \\ lriall l:t.gun trucling in clrrlv
.\pril. (\rrr( ntl\ l)xs .1.11.) rl('rnl)cr\-IJ8
,l,,rrrL.trr l'.rnL' (in( lu(li,ll. lrt,.rrl,rllrcr,s
.rrtrl I'r',rrr, lrr'.t. -J l'rrr.rrrLr.rl ln\tttutr,'n\
\\ rlh l()r( ign (ll)itJl I i c . lorcign rrncl

Sirrl} lirrr.itn i()i l-\enlu11 l)unkit. Jn(l 3tl

Cpening o Foreign Exchonge Account
Sincc this sprinS. ncw rulcs govcming

the establislrnrent o[ lirreign exchange
l:unk accounts have becn in cf-fcct in
China. Thc l)r{)\'ision;ll Regulirli()ns lt)r
thc Adnrinistrxli(,n ol Forcign llxchangc

^.;ltlement. Sales, irnd llillmcnts Jnd thc
l,r(,visi()nal l\lcasures lirr thc A(l linislru-
tion ()f For€ign Exchangc Accounts, lxlh
implcm(ntcd l)\' lll(' Stxle Ad rnistrution
of Exchangc C()nlr(, (SAE(I) ()n April I,
d(t:lil hrrs l,,rciFn-invc\r(,(l (nt(,rpri\es
(Flf-s) nlJy opcn lirrcign cxch:rnge at-
counls.

I)revi()usly, an !l could cstablish l
lirrcign cscltengt .tctrrunt :rlicr rcrcivrng
l busincss lrtr.n.c Irrrn llt( StJtc Adnlln-
istrati()11 ()f Industry ltnd C()nlmcrcc
(S,{lC) ()r its k:ral brrnch. lfut n()\\ xn
l-lE nrust 6rst rpplf t() lhc SA!:(:r(, (,1)t:rin

;r "lirreign lntc\lrr('nl Iiol('rpris( li)r(ign
Ex('lrirngc R('8r\lrrrllon (:(nifi(lrl(." t ri?/i
r 1,. t t ry I o u z i t I i.u(' u'd i h t t i .l c t t Ri i z l).' | 4\.
Onlv ultcr ()l)laining tltis ccrtificatc,
knou'n as a IiUR(;. nul lltc [rlE ()pcn u

[trreign cxr lrlngr' JC(()L|,rt. Irll:r in (xis.
lencc pri()r l() lhc issuan(c of llrc ncrv
nrles nrusl also:rpply r() ohtuin J lrl.:ll(1.

Vith()ul .l f-llRc, rn fll \r()uld ultinlxtclv
lx, dc'nicd lccess to lllc s\r,xp (cntrrs.

'lir rrlrt.rrn:r IjliRC.:rrr l:ll.i rnrrrr girt.
llre SAL:(I rvidcn(c ol its lcgal cxistcnct',
assrts. lnd tlrc purp()s(.ol the dcsirc<l
li rrt igtr trrlttnllr':l(1(nrnt 'l'lri\ rc(luirr,s

sul)nritlrng copies ol th( i()int-\cntur(
rrrntrarl and aniclcs ()[ xsr()aiJti(n]. tllc
business lt'cnst, issucd lr\' tlrt SAI(1.:rn(l

an Invcstmcnt \'srificxti()n RcF)n issucd
b1 .r rcrtilred prrlrlit'ucrountunt rcgrs-
tcrcd in (lhina. fllis cstalrlishrtl :rlicrJan-
u.rO l. l()()r rrrust.rl.rr srrhnrrt ir,t ',J)rni(,n
fr(nn the SAt:(l on thc entcrprisc s abilitt
to tullncc lorcign exrlange

Ilefrrrc issuing rhc FliR(:. rhc SAI':(: $ill
cxlntinc $'lrttlrr.r :rll (':lptt:tl r r rntrilnltir,n.
hlrve tx'en nlrrlc in uccor<hnr'c with lhc
lcrms o[ thc i()inl l.entur(.a(ntlra(1. Ii)r
n(\\' \(rltrrr(\ tllis tlrcrn\ thlt sorrrr.. c.rpr-

tll sill lrare t() hc inlestcd bclirrt thc
foreign cxchlngc lccount cln lrc
opcnccl. ln lllis rcg:rr(1, thc I)roYisirual
M(,lrsurcs n()$ illl()$ lllc li)rcign invrsl()r
to rcnrit ils r'lpitll r'ontrilrurion into u

b:rnk rccrxrnt in (ihi,ra ()l)(.nc(l un(l(.r tlt(.
invcst()r's ()\\n nl,ll(, lirr latcr tr:rnslr,r'
inl() thc FIF:s l) nkx((ount.

A [()rcign rcl)rcscnlirtiv(j ()l1i(c lh]l
seeks to opcn a frrrcign cxcltangc lrt
count should sLrhn)it l)()th lll! ill)l)r(^'ul
(k)cumcnl tirr tlrc oll'irc s cstxl)lishnt(,nl
and its SAI(l rcgistr.ltion ccnifirutr.

I.iich lynr.(,1 li)rr:ign cxt'hlng<. lrcurunl
has r strirtly tk'fincrl su)pc <ll'usr:. \\'hcn
iln lrlfl ()lx1rs ir lirrci6n t rtltengc :r(r rrrnt

in rn rruthorizecl lrrrnk, tlt.bank sill fill
in {n) lllr lrllll(l th(. nanrc ol'tltc llrnk. tltt.
ll(c()Llr)l nlrorl)('r. llr(, piltirDCt(.r\ ()l rc

.cipt xnd pJ)tDcnt pcrmitted in the ac"
(r)unt. ilnd ()ther inf()nnrlion. Accrrrding
ti, tlrc nc$ nrlcs, tht.trank t|tur,l cxtnlin(,
c.r('h pJvrn(nl inl() (,r ()ut (,l tll('l()rt.ign
cxchangc a(.(()unt t() d('tenlinc iYhethet
it fit:\ \rirhin the stipulnred xr>1x' of rhe
a<-count. untl nrust rclx)n lis inft)nnrtion
t() lhc SAI.:C ()n a nr()nthlv lxsis.

'l hc sAl:C is cnlp()qcrc(l t() inslx'(1 lhe
ilcc(\rnl t lr:rnsr(li()ns :rnd nl()nil()r thc
:t.li()ns (,l lhc bunk. l)cpt'nding on tlte
('ir('unlst:an(cs. iI nray :rlso issuc $arn-
ings. i[rlx)nr l]nc\ ()n lhc lxnk ()r the ac-
(()unl l)()lder. or cenccl atcounts q'hcn
tltc n(tt rulcs lre not folkrwed. The
l-llR(:. \\'hi('h is v:rlid li)r one year. may
lrc rt.ncscrl .rl'tt.r:rn annull Inspedr(,n
conrlucttd l)v lh! SAE(]. ll rhc ff:R(: is
n(,1 rcne\cd. the SAr:C nuv (()ntit(.t thc
l'lli s lxnk lnd tlcntrntl tllc .losurc ()l'

thc ljlli s frrrcign exchangc lclrLrnt-
'l hc l:ER(l pernrils lhc flll t() nuint:lin

its trrcign exchangc lrccount lrnd also
plrtls a Pun in dcci(ling $hcthcr lhc flli
s'ill he grlntecl .r('ccss to rllr stvilp c..n,
lers. ll)' rel'(.ren( ing tll(. xcc(,Llnt nurtl)cr
on ll)c |tljR(:. J s\\'lp .cnt(r (itn dctcr-
rnine \\'ll(lhrr thc cnlc{)risc has utilizcd
lll ol thc lirnrls in its f()[eiBn ( urrenfv xc-
(()trrrl. :t l)rcr('(ltrisitc tirr un |llis r.rse ol
thc s\\'lrp ccnter.

-l.ttr- 
ille' A. lkrrule uul

'Ih( r, ttr.\ Ii..k )t tl's
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exchinge rxte. m()tc()vcr. sh()uld als() rc-
rluee Chin.r's c\p(,surc t(, du,nl)inF
chirrges, rs thc RMII vxluc o[ (:hincsc
grxxls has nou' incrclscd.

tinlikc thc cxchrnge rutc unificxti()n,
lhc climination of the l'llC ckles not sccnr

l() havc causcd anyonc nruch inconve-
nicncc. Ijll(l rcmain legal tendcr li)r lhc
timc lx'ing ancl cen lx uscd for gcncral
purchrscs or cxclunged lirr RMU or <krl-

lx.s aI tl)c Y5.7,/$l ritc.

l'{ew brcign cunency troding rulcs

Beiiing's move l() r "nlilrkel cxchrn8c
ratc w:ls llcc()mp!nicd hl announee-
ments thrl s\I,Jp ccn(crs u,oulcl bc
plrasccl out and all fLrturc lirreign ex-
changc tr.rnsrcli()ns $rrulcl bc condtrctcd
through :ln intcrbank forcign cxchangc



non-bank financial institutions such as in-
temational trust and investment corPora-

tions (lTICs). Vhile the Center used the

swap market rate as its initial reference
point, it now sets the daily exchange rate

with reference to rhe weighted average of
the previous day's transaction prices. The

PBOC has the power to intervene lo sup-
port the exchange rate if it deerns such
action necessary.

According to PBoC officials, the Ccn-

ter is linked by a sophisticated telecom-
municatioDs network to all of China's
swap cenlers. ReporLs from companies in

several cities. as well as from Vorld Bank

and [ntemadonal Monetary Fund of6cials,

however suggest that some swap ceoters

are not yet linked to the CFETC. Cur-
rendy, the CFETC rades in both US and
Hong Kong dollars. with trading in
Japanese yen and deutsche marks ex-
peded to c'ommence later this year. The

Center handles three types of transac-

tioos: those between cuslomers and
member banks; those amonS member
banksi and those berween the PBOC and
cenain approved member banks.

At present, the domestic members of
the center have the broadest scope of for-

eign exchange activity bccause they can

conduo fcrrcign exchangc scrdcment husi'

ness as well as trade foreign exchange on
the interbank market for their own ac-

count or on a commissioo basis for FIES,

Foreign bank members are p€rmi[ed to

FlEs moy still

retoin forelgn

exchonge ond

conduct konsoctions

through the locol

swoP centers.

change and that it has obtained all t}le
ne(essary supporting doelments, such as

impon contrrcts and impon licenses.

The entcrprise may sometimes open a
special-purp<rse foreign exchange acl"ount

for rcpayment <lf a foreign currency loan.

ln this case. thc amount and timing of r€-

paymenls are approved by the SAEC, and
verified by the bank before c'ach pay-
ment. If funds in the account are insuffi-
cicnt, the required ftrreign exchange can

bc purchlscd in accordance with the re-

payment dates and amounls speciied in
the crrntrac't. For carly repayment of inter-
est aod principal on foreign loans, pur-

r.hase and rcmi tnce abroad of foreign
exchange would he;xrssible only with
scparatc SAEC approval.

tlnlikc d()mcstic cntcrprises, FIES are

not compelled k) convert foreign ex-
changc rcvenues into RMB. Instead, FlEs

still conduct their transaction husincss
through the local swap ccnters, where
they can exchange currency with other
FlEs. In cities connectsd to the foreign
exchange trading center in ShanShai, the
swap centcrs have been renamed
branches of the CFETC.

These local foreiSn exchanSe trading
ccntcrs cxrry ()ut txnh int$bank foreign

exchange tEding market and swap mar-

ket functions. At most branches, working
suff and equipmcnt for the rwo functions

are the same, but each market caters to
different customers. FlEs mav (ommis-

r.R.I.
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handle foreign exchange settlement busi-

ness for their domestic account holders

and then sell, through the C-enter. thc for-

eign cxchange received, hut they c:nnot
directly purchase foreign exchange from

the Center. These institutiorls als() are p(r-
hibired from sclling foreign exchange t<>

their domestia account holders.

Most domestic enterpriscs nust c()o-

ven any foreign exchange earnings into
RMB for defx)sit int() a RMB account at a
bank authorized t() settle foreign ex-
changc rarlsa.li(xrs. Thc entcrprise must

obuin the SAEC s permission lo oPcn an

account at such a tvank. !7hen the enter-
prise needs foreign currcncy. it may buy

k)reign exchanSe dircdly from the bank,
which trades RMB to thc CFETC for for-

eign currency. Before it cun purchase any

foreign exchange, howevet, thc enter-
prise must prcsent the necessary dcru-
mcntation, showing, for example, *ur it
has an immediate need for foreign ex-

.irrn:rnv rtrr'mlxr (,l tltr (.(nlcr I()

llrr :rntl .tll lirtcien crcltengc ,xt
tlrr'ir ltlr:rll throtrglt lcltrlrnrnuni-
cirtl(,n\ link-Lr|s l() th( l)rlrn(lt(\'
s\\'.ll) rlxrk.ts. In I)r:t(ti(('. Il1( |ll
n()\\'!()(,\ l() tlrc hunk trr olltrr lttt-

tlx)iir((l in llltrti()lr tr) r(\lrl(r'l:l li)r'
<rigr t rr Irrnge lrllrsilcli()n. lll( 11

!l()(s lo lll( :'\\xl) c('rll( r lirr Jn ()lfi

r'i;rl ;rpprorrrl or'r'ltoP. slritlt it

trrk|s lratk ro Ih( l)Jnk tr) (rnlll)lcl('
tlx trrn\:t(r i( nr

(;i\(D Ilrirl tltc r'ctr.'ntlv issuctl
-li;rrling llrrlrs ol llr!'(-hinl li)reign
ll\.hirng("1'rir(ling (i(nt(r \trr((' lhJl
lh( (l(nt( r is I() cnc()rnprrss ll(rth tltr'
irtl(rlrJnk .ltt(l s$'lrP rrterkcts :tnrl
thlrt lr rr'grrlution g()vr'rring ilaar'ss

t() tll( sw:rl) rrxrkcls is still in thc'

rllrliing strrgr'. llr( swup .('rrtLr's u'ill
likclr,rrr tinLrc t() lirn.ti(n li)r tll('
D(.ur l(rnr. In (lli1l. lht' s\\'ill) ccn

t(.rs:r(i ls l)r()kr'rs lirr thc interblurk

INTERNATIoNAL

Tel. (als) s64-021s
Fax. (4l s) 564- 1879

1032 lrving Street
Suite 716

San Francisco
cA 94122

f Rf was established to help Ameriran companies
I with their busine.. u"ntur". in mainland China

I Our.tr"ngth lies in understanding China's business
./ and political environment. lRl has reliable
information abour the (ompetition. we carefully analyze
manufacluring opponunities, distribution channels and
joint venture relationships.

tRI has created its own niche by offering a rompre-
hensive range ofspecialized expenise. 'Ihrough the
combination of our presence in the Llnited States and
China, tRI is uniquely positioned to cultivate global
pannerships. Our affiliale offices maintain close ties to
the business commuoity and provide effective suPpon
services for ongoing proiects.

JRI can articulat€ your concerns to china to help bring
about quick results. our success stems fiom our "hands
on" approach.

JRI has the advantage of a working relationship with
key factories in mainland China and a broad network
of business and government contacts.



market, and do n<x operate as a separale

market. Officials in Beiiing state that even-

tually all swap centcrs will he unified with
the national foreign exchange trading cen-

ter and cease to function separately.

Of,,toiniq suop rno*a occess

Aside from spc.cilling in which institu-
tions foreign firms may open foreign cx-
chanSe accounts, new rules also d('tail
strict p(redures for establishing such ac-
('ounts. Tso regulations implemented by

the SAEC in April now rcquire an FIE t()

ohtain an SAEC Forcign Investment F:n-

tcrprise Foreigo Exchange Registr{tion
Ccnificate" (FERC) bcf<rre opening a f<rr-

cign exchangc bank account (.r(? p.t-3).

Such accounts would typically t)e used

by F'lEs to receive income from exp<ln
salcs and to receive foreign currcncy
lolns and capital contrihutions fronr
ltrroad, and would hc debited to pay out
profits to foreign invcst()rs, royaltics to
frrrcign licensors. intercst and principal t()

hinks, salaries t() cxpatriates, and li'cs to
firreign suppliers.

Thc new foreign exchange accounl reg-

istrxti()n syslcn).rll,rws thc SAEC to rr.ni-
tr)r llE loreign cxclrrngc trJn5J(Ii()ni.
rhrough nronthl,v rcpons drat banks nrust

submil to the SAE(]. Thc SAEC is elso con-
si(lering r registrillion slstenl for all flEs
sccking to usc lhc s$';rp centers, *hiclr
wotrld create yet inother layer of hurear.r-

t r:rcy frrr FlEs rkring lru.incss in Chin:t

Payrnents front thcsc il(c()unts $'oul(l
c()nlinue to bc sul)je(1 to l()ng-standing rc-

quiremenls nrend tinB sulxnision hy th(
llanks, shich rcport transxctions k) the
SAtlc. For paynrenrs f()r impofls, thr SA!:(]

has reccntly issued l)rovisional Regula-

lk)ns ti)r l'oreign Iixch nge Payment. Veri-

fi(xti()n. and ClcirrJnce Prrredures lirr lnt'

F)ns. ef'feclilc Augusl l. I(r.r. setling ()ut

tunilirnn pr<xcclurcs to lre l<rlkrncd bl lll
tlesignated foreign cxclunge banks. '1hc

new rules apply to lxrth donrestic entcr-
prises ancl l-lLs. A uniforr SAEC "lmp()n

PiJynr(nt xnd Vcrificlltk)n./Clearance Ir()mr"

must nolv hc fillcd out in acc(xdxn(c with
bank pnxedurcs. Il will be -clearcd ufx)n
l,crification thal lhc pJymcnl \\'as pr()perly

us((l I,) pi} for rh(' inrp()ns (either Jl tiru('

o[ payment in the casc of letters of cre<iit,

firr examplc. or lrtcr. in lhe case of ad-

!'irnce payment)-

Alicr an FIE ()bhins its I-ERC, it musr

then undergo an SAEC swap market "ac-

cess qualification review'each year. [Jn-

der present plans, the SAEC reviews the
FtE's application and assesses whether
th€ FIE'S pr(xluclion 6ts China s ovtrall
industrial policyi i.e., r'hether the pro-
dudion p(relis is cncouraged, pemrined,

rcstricled. or p()hibited by thc Ministry of
Foreign Trade and Economic Co<>pera-

tr()n (MO}-TEC) rnd the State I'lanning
Commissioo. Presumahly, the sAEC will
favor the applicatit)ns of induslrics cn-
couraged or pernrined by the state. Thc
frrreiSn p.rnnt'r should also sh(,w lhJl il
has paid registerecl capital into thc FIE in
accordance with lhe term$ of its ap-
p()ved joint-vcnture contract.

Ahhough the rules have not [x'co finxl-
izcd, lhe SAEC inlends t() ('xJmrnc
uhether thc' venture is cxp() ing the
quantily of prxlucts slated in iB conlr.tct,
lnd whethcr thc vcnture has rchicved in :t

timely manner the dcgree of k>calization

of production specified in rhe contracl.
vhile the sA[:C lus cxplicitly indietcd it
sill examine thesc specific mirtters, othcr

must bc, approved by the ofhcial centen;

individual or privately arranged swaps
are not pemritted.

A foreign venture that fails to olnain a

FERC theoretically would not have acces.s

to rhc snep (cnters. An FIE thal ohuins
its FERC but does not pass the access

qualificlli(,n rrvicw" erthcr initrxlly or in
a later year may still apply k) tlre SAIC
for access kr the swap center ()n a trans-

action-hy-transaction lrasis. In such cas€s,

the SAEC will likely take into considera-
tion the extent to which the FIE ha-s met
its exfx)n, kxalization, and othcr contract
commitmcnts.

To ohtrin the FERC or undcrgo the 'ac-

cess qualification review,' an FIE should
approach the SAEC at the lcvcl at which
the FIE uas originally approvcd. That is, a

projecl approved at the lrx'al levcl will be

reviewecl by the lcxal branch of the SAEC,

while a project approved by MOFTEC

headquancrs in Bcijing $'ill make irs ap-

plication ro rhc SAEC in llciiing. The rules

apply to existinll and new FIU\ alikc.

contractual
points nlily als()

bc scrutinized.
F( )reign investors

must thereforc
be ca refu I to
avoid rnaking
explicir c(nnnlit-
ments in lhcir
contracls if thcy
rrc uncealain
* hether such
c()olmitments
can bc fulfilled.

A joinr ven-
ture that his re-

cL'ived its FIiRC.

passed thc uc-
ccss qullifica-
tion rcvic$'.
end fully utilized
the foreign ex-
change in ils
foreign cx-
change account
sh()uld ha\,c un-
restricted accr,ss

to foreign cx-
change throuSh
thc swap ccn-
ters for the rcst

of that ycar. All
currency swalps

Struo/AtvtERtcAN

Lnruouaor Senvrces
A Division ol Pipple lnvestmenls, lnc.

Th6 Chineae hove o soying, 'One word is worlh o
lhouiond ouncesolgold". Bul lf one ua6s lh€ wtong
Chlnaae chorocler when honsloling o documonl
oa sp€oling lo o clienl, lh€ word loses ili voluo.

Slno/Amedcon Longuogo Serylces wos lormcd lo
macl lho lrondolion needr ot componlot aloing
businoss in Chino ond loiwon. Serylces inclualg:

Ercculwer & Groop.
. 8o€innlng

volc..Ov.r lo. Vld.o Topet
sidt -or-lh. -arl 5othf,6r.

Conlocls:
Mr. xlrk Dornbuth or Prof. Fronk Chen

127 Peochhee Slreet, Suite 626,
Atlonlo, Georgio USA 30303

lal 1U-522-8577 ; Fox: 40{-522-6366
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How these new measures will affect
the willingness of foreign banks t<> lend
lo FlEs remains to be seen. Clearly, the
fact that the swap center access review
gives FIES access to the centers only <)n

an annual basis-leaving open the pos-
sibiliry that subsequent access will be
denied or restricted-will be of concem
to bankers considering lending to pro-

iects on a long-term basis. The ability of
investom ro repatriate profirs will also be

called into question. Similarly, licensors
of technology and suppliers of equip-
ment to FIES will be concerned about
the FIE'S ahility to pay royalties and
make payments for procurement. It is

unclear what kind of assurances would
allow banks to extend credit to infra-
structure proiects that have no ready ac-

cess to foreign cuffency apart from the
s!!'ap cenlers.

Scrulinizing new FlEs

Aside from playing a more active role
in determining acccss to the swap cen-
ters. the SAEC mly hecome morc rn-
v<llved in the appr<>val pr<,,,-ess f<rr stan-

up FIES. According to the new regulation
being drafted on swap market access, the
SAEC will revicw FIE feasibility studies
after the rclevant planning commission
has done so. Based on its review of the
project's capaciry to generare foreign ex-
chlnge, rh( SAFC will lhen issuc an ()pin-

ion @)?ibt4i fringh.'ng sbench.t tljia ) rs
to whether the proposed FIE has thc ca-

pacity to balance its foreign cxchange
revenues and expcnditures.

The State or local planning commis-
sion will take this opinion into account
when deciding whether to approve the
projeo. Enterprises engaged in infrastruc-
ture and other projects encouraged by
the Statc may have preference in obuin-
ing such approval over other enterprises.

Consumer g<xxls manufacturcrs targaing
the domestic market, in contrast, may
find it harder to get approval. At this
point, however, it is too early to tell if
this added scrutiny over FIE activity rep-
resents a real change in poliq.

fighhning up

The PBOC'S January 1 announcement
on new, sricter rules conceming FIE for-
eign exchange balancing also removed
an imponant balancing mechanism uti-
lized hy many FIES over the years-sell-
ing producrs in China for hard currency,
wi$ or without impon substirution status,

which was also eliminated. The prohibi-
tion aliainst selling for hard currency,
which is not heing implemen(ed uni-
formly, will have a major impact on the
way ioint venlures are both planned and
operarcd. For FlEs currcntly producing
cars, computers, photocopiers or even
pharmaceuticals with foreign-sourced
kils, comfx)nents, or ingredients, the loss

of harLl-<-urrenry domestit' sales necessi-

tates finding new methqLs for Senerating
foreign exchange.

Essentially, the abolition of forcign ex-
change sales is yet one more method
through which Chinese authoritics have
increased prcssure on FlEs l() export

their output. tn theory, FIES can still pur-
chase with local currency products made
by other enterpriscs and expon them,
This mcthod, however, has always been
difficult to implement, as firms find it
difficult to source products of expon
quality and must apply annually to
MOFIEC to export specified volumes of
prcxlucts.

ln some respects, Beijing's effon to
impose more uniform rules regarding
foreign exchange ttzrnsactions seems to
have improved the shon-term siruation
for FIEs. Since the new changes were
implemented, liquidity at the swap mar-
kets has been good and foreign compa-
nies repoi few difficuhies accessing rhe

centers. ln the past, foreign exchange of-
len wirs in shon supply and authorities
had to imfxrse tight controls on currency
swaps.

C)ver the longer term, although China's
new foreign exchange rules were issued

as part of a broad eff<rn to liberalize and
refomr the country s financial system, they
in fact impose greater central govemment

control over access tcl foreign exchange
by b<xh f<rreign and domestic parties. If
China genuinely plans ro make the RMB

convenible and render thc country's bank-

ing and currency system more compatible
with the CAfi, changes to the rules under
which Chinese domestic and FILS operate

are incvitable. In the meantimc, the added
govemmcnt scrutiny ovcr critical financial
transacti(rns may complicate the already
difficuh task of making and maintaining a

forLign inv(stment in China. *,

COUNCIT ACTIVITIES
AAembers Explore Defense Conversion

Members of the Council's Export
Controls V()rkinli G(rup met August 3

at the (;()uncils \YashinSton offi(c to
discuss thc Pcnt.lSon's currcnt p()sition
on defcnsc- c()nversion in China. Edcn
Voon. st'nror t rrtrntry Jrrcctor [or
China at the l)cp:rnmenl ()f l)cfcrlsc,
told the l0 nremlrr companies prescnt
that although Sccretary ()f l)efcnse

'ifilliam Perry is committed to tlS civil-
ian c()operati()n in conversion ()f
Chioa's [lilitary entcrprises. no nloney

will hc provided by the []S govern-
m(jnt t(, assist China in this endeavor.
Instead, the tlS-China Defcnsc' Conver-
sion Commission. wlrich was estab-
lished in January, will scek to identfi
proiects ()r sectoF in China in which
US defense-relared companies might
parlicipate. Voon suggested trans-
ponatk)n and power gencratk)n as two
possible areas of cooperation.

'V<xrn expressed enthusiasm alxrut
the J()int Commission's abiliry k) facili-

tetc high-level dialoguc lrtwecn the
t,nircd Sratcs and Chit]x. flc staled that
in thc wrke of the M()sl |avorecl Na-

lion decisk)n, the tlnitcd Statcs should
strivc to reduce suspici()n and nrislrust
l)etr!'een lhe l\!1) c()untries. \Jf(x)n c(nl-
ch.rclcd by stating th,rt lhc l)cpanment
of l)etensc and the C(xrrnlission s cx-
ccutiv(. sccrctariat will cnlist tonrpany
participJtk)n in thc defcnsc c()nversi()n
p(xess during the c( rin8 nx)nths.
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Meredith Gavin

SATES AND INVESTMENT April 15 ' June 30, 1 994
Foroign porty/Chinese porry Arongemenl, volue, ond dote reportcd

Accounting ond lnsuronce

CHINA'S INVESTMENTS ABROAD

Horizon Morkel Survey ond Anolysis Co. (PRC)
( )lrcrtcrl strhsicliln in l.or \ngrlt s to lr(lp (iltincsc lrLrsirrt 'scs
in\('\tiqrt( llt( ctu(lilrrLI\ (r'\rrrc,i(lrt rr)\e'l(n'\ in (llri,r.r xnd
:l\'('\. tlr( \.r[rr r)l lllrrrc(ltrrl)rn.r]l I t)l

OTHER

Winterthur Swiss lnsuronce Group (Switzerlondl
( )ltr\11 11 ln\r\rnl.rli\ r , )lll( r in IJ( iiinr (,r)r

Advertising ond Public Relotions

INVESTMENTS IN CHINA
Denhu lnc. (Jopon)/Chino lntemolionol Advertising Cotp.,
Cheng Adveaising Ltd.

1i)lrlr( (l ltL iiing I )(rrlsLr fu l\(.rlisirrt ( i ) l.l(l l()inl t! nltrr(
Sl nrilli{nl i () I

OTHER

Newxon Public Relotions (HK)
( )p! rrL (l rr l)rcsrntrti\r' olllccs in ll( iiirr.q :rt(i Sltrulrlt.ri. (),() t

Agriculturol Commodities ond Technology

INVESTMENTS IN CHINA
Singopore Iine-Toi lnlrernotionql lnvesting ond Developing Co.

{Singopore)/Chinere Acodemy of Agriculrurol S<iences
\\ rll l,Lrrltl ltt rtir:.r I rn( l.r lnt(rn.rtr,,,r.tl Irtrc'trIr1l.trtrl
I)(\(ll,t)rrq(l() toprrrrtI Irr'-rr.lr l.r(r]ilr('li)r(:lri,r(\'.rn(l
l, rr t rrtn .rtrir Lrltrrrrrl sr r( ||l rst\. t I l.(r rrlrllil,n. () 9 I

Zeneco Group PtC IUK)/tlA
\\'ill llrikl ;oinr \tnluft l)lrol l() rnrl,ru|r(ltrr( l)ilrilquxl. x \\(((l
krll(.. Sh(l rrrillx,o b () r

Cibo Geigy AG (Sweden)/Qingdoo Pesticide toctory
Iisrirl)lislk (l (.)irrg(lJ() (lil,.r \!n ) toint \ crnurc l, ) |]F,(lu( ( l.rllr
tlrtnri..rl. sll (, rrillx)rr r\\((l('rr i; l'R{ ri' ) I 9r

Bonking ond Finonce

INVESTMENTS IN CHINA
Reonn lntemotionol Group (US)/Bonk of Chino Shonghoi Trust
ond lnveslmenl Consultoncy Co., Chino lnlernolionol
Associotion for Studies of Humon Resources, ond Shonghoi
Jiootong University

lsr:rlrlislxrl tlr( slr.rllglr,u lr\lrlul! r)l Irrt.rrr.rtr0rruI l'rrr.urLt to
tr,rirr \.l]i,'r 

'll.rn.lg(,llUrl 
\l,lll ln l).rnkrrrS. rrr'rrt'.tnrc tr'.tl

('\l.ll(- lr.r(lr. rrt(nr.rtirxr,rl l.rrr.ltncl :trr,,tttrlrtrgr('nr!('\ i')1.

Koreo Technology Bonking Group (S. Koreo)/Chino Technology
Morket I'lonogement & Promolion Cenler

I:'rlllrli.lrrrl L,rtt l{rrr Illqlr li(lr l)('\(l(,1)rrr(rrl Ji (1,,,r'rrllrrrc
(.o i{ iir)l \ (fl rulr r() t.r( lll.rl(' L\ i nr( )rr( .rrrrl tt't hDoI,grr.rl
((x)l)( ritli(,rt.ltt(l (\(llJllu( .1 r)I

Abea6hd' ur6d 
'h,o€lDd 

bn EOC Sonl ol Chirc; CAAC CMI A;orio. Mh'nin'o&- ol
Chim; CNAIEC Chirc Nolxftl AddrdiE l6p.d.E+d Corp.; CAIK, Chru r'&ridpl Aso
Idhehsy lmpo, Erpat Corp I C'TK Chim lnrututiotul Ttu{ ond lnElnl5r Cdp.; CII5
Chino lni..norionol T/ovcl S6nic.; CNOOC, Ch,no Notlonol O{lrhorc Oil Colp; ETDZ

E<donic ond l*hnolosEol D66lopn6r Zoro; ICBC. lndulhiolond Cmmcid BonL ofChinoi
MsI: M n.rry or Port;no l.l(ormu.cohd3. NA. Nor avoildl6. r.rORlr'KO Ch'no Nodh
lndu!rr'.. Corp . PET Po, ond TCd@mJni(ori6r: PEOC ropb s Bonl ol Ch,m SU Sp<iol
EcoiB( Zm SINOCHEM Ch,m Nohel Chch(ol! lmldi t}!od Cqp. SltlOPEC ChiE
l^]diiqEl Pd'rleicd Corp , SI|OI?"ANS Chim trriml Fda€n rrc& Irdlfo.iotd Cdp j
Src ftic H@.'.g Cdmi"ion. (]NOP Unibd Notiodt DtdloclEr P.osEm
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CHINA BUSINESS

-lhr (,IJRlt.\ \(n(ling thc inlinrnrti()n l() tllc rttcnti(nr ()l lltc (di()r.

O]HER

United Notionr World tood Progromme
\\'ill pr,orrL[.rirl lirr.rgrirrrltrrr'.rlclcrtI)I]rrrIrrl pll)ic(I ir] Il(r).rn
l, ^i ((, \l- rrlilltnr i ,)r

OTHER

Bonk d ilew York IUS)
oprne(l rul)R'scntJti\r'olliit'io Shlnghri tr () t

Hiyoshi Stock Co. (Jopon)
()ltn((l r! l)('\('n(tr ivc oltitr'rn Shrrnrlortg llr(i\ in(t () ()t

tehmon Bro$er lnc. IUS)
()lltrxri r(.1\r1\(ttlrri\( (nll,( rrrIkrtllrX . 'r i

itorsh & iklennon lnc. (USl
()pcnccl tuprt{'ntrli\t {)lll(( rn t}trrtnls I () I



Agriculturol Bonk of Chinq
()l)rrr((l rep.( s('nlrrlr\ r olllcr' ro lr,kto.t 9r

OTHER

ABN A}IRO (Netherlonds)/West Pocifk Pekochemicol Co. [td.
{Dolion)

\\.ll I r,,' r,l, l,,.rrr l, r t,. 1u,.,1,'rr .rr,l,, 1.rr1,rrr, rrr rr11,, r,
5J() llrllio|r r () 

r

Consumer Goods

Citizen Wokh Co. ttd. (Jopon)/Beiiing Jing Long Commerciol
Generol Corp.

l st:rlrlislr(rl ( lrtrz|rr \\.rl( lr ({ :1r,r.r ) (,,. l.ttl lr,irrt r crrtrr11
\i rllr,nr l.l.rp.rrr i''l ) I'11(_ lir I i i) r

Kenwood Co. (Jqpon), f{A (H(/Shonghoi Guondion Joint
Stock Co.

li n ll r(rl Slnnglrxi l(err\\rxrrl lilti tI nr<s (:(). [.](1. i( )inl \( rrtufu r(r

rr).rr)ul.r( llI( ru(li( ) ((lLripnr(nl iln(l l.rs('. \ i(lrrr ilsr pl.rvrr''
\l() x |lIlli,nl i '/t

Elechonics ond Compuler Sofhrore

CHINA'S IMPORTS

Sysiem Union Group (UK)/Chinese lnstitute oI Cerrified Public
Accountonts lBeiiing)

[)(rr.rlr{l SrrnS\ slr'r)rs lin:roc i:tl-n]ltrrug(nt(nl :l((( )LI]trng
s()lt\\.rr( l {) l

INVESTMENTS IN CHINA
t{otsushito El€ftic lndustriol Co. hd. (Jopon)/NA

will lor r l'In:rsonrt \ll In(lLr\tri.rl \.rIs(5]k,n/h(rr) (.() x)inr
\ !'rrlur( (r (ll

Omron Corp. Uopon)/Eeiiing Stone New Te<hnology lndustriol
Co. Ud., Greot Woll Compuler Softwore ond Syslems Co.,
Qingdoo Television Fociory

I':t.rlrli.lr(tl I](ilinS (;,,t Ilu.rnL\. (i)rrlnrlrr\\51(flr\ (:() Il(1.
j()rnl \ c,llut( li ) nt.ll)ui.r( IIrc ((nlll)Lrt(,n/(\l i :r.h r.gr.ter.
\5 rrrllri,n (.lJpirn li',, l'R(.:-i' ,,) (, () 

I

Minolb Comcrq Co. ttd. Uopon)
\vill estrl)lish $,hollv ()$'ned enterprise in Cuangd()nB l)rovince
to pr<xlut'c photrxrrpi(rs tnd laser print(rs fi)r exp()fl.
S2{,nilli()n i 9.t

NEC Corp. flopon)/Chinese Acodemy of S<iences
Will cst.rl,lish \ll(:-(lr\S \(,li\\:rrt: l.rlx)mrn'i(s(l() I.r(l i(,rnl
rcntrrrt to tlcrt.Irp.,,ltr:rrr., lirr Irr.r.r,nul rornputcls.rrrtl
\\orlst.rtrorrr. il- nrillron (.l.rp:rn:t)l I ,, Irl{(l llf",) i t)r

Pepperl ond tuchs €o. (Germonyl/NA (Shonghoil
l':slirlrisl)r(l Slrxn.ql)iri l\'PDrIl .rntl lirIlrs AUt(rnirli(rr (i, l-td
i( )inl \ cntlrr. l() pr(,(lrrL r phr rto elet tni .rntl .lppft )J( lr \\\ il(ltr\

lntemotionol Computers Ltd. (UK)/NA (Guongdong)
l-urrrxlrLrl 1,,int r(nlurc t(,.rs\(1rlr( irrr l;ont rl corupr rtt'r lrurts

NA lRussiql/NA (Pudong Free Tro& Areo)
ll:it.rlrlrslrr.rl tlrr,:h.rnllr.ll l-ll((troni( (.()Irp{rrcnts (i) l-t(l i()int
vtrtttlr( t( ) rnarrrtllil( lLrrr. l;rst.r's. ccttrrtrir ( l(nrrnls. lln(l ()pli( ill
(l(\ r( c\ I ') t

OTHER

Generql Elertric lnlormotion Services, o subsidiorT o{ Generol
Electric Co. (US)/Greot Woll Compuler Group

Sig (11,rg,ccrrrcol l(, ir)rrr llrc'l'lrl(( (;()l(l(rr:, iDIofirrrlr(nl
n(1\\ ( rk I)r,i.rt 5()r

t{obil Oil Hong Kong Ud. (H(
(;.r\(',..lr,r t t() ll('rirru l\1,1)l( \ Iilu(irti()rr li)rrnLl.rrx,|l r,r
t:trlrlislr .r rrr(rhilt rrrrrrl>trtt r lirh lirr \turlrnt\. Sr5.0l)o 5 r) l.
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Chemicols, Petrochemicols, ond Relohd

Equipment

CHINA'S IMPORTS

Mirsubishi itohriqlr Corp. poponl/Shonghoi Smelter, owned
by Chino Nonhnous lndustry Corp.

\\'ill sr:ll :r crrppt r.rrrr'ltrr Sl{,nrillxrn.()'9r.

Mihui Engineering ond Shipping Co. Ud. (Joponl, Mitsui
Petrochemicol lndustries lJd. poponl, Morubeni Corp.
(Jopon)/Jilin Chemicol lndustry lGroupl Corp.

\{,ill sc ll r:tlrvlc'nr' prt;pvlrnc rulr)(.r l(('ho(rr)e\ rrxl
nrirnLrlil.lLlring ll( rLti('s lirr prrxhrrion ol nrarrnr' c.rbles entl
rL l< n.r' prrxluelr \ rl Irrlli()n (.l.rp,rn:si","l)l{(l li"' ) ; ql

INVESTMENTS IN CHINA
Degurrc AG (Crermony), DEC AG (C'ermonyl/Shondong
aingdoo Zhenyo Corbon Bhck Grorp Co.

Ii\t:rblisll((l(2inq(lr() (;cflD:rn l)(eLrs:,ir (lhcrni(irl\ (l() l-rLl. l(nrrt
\ ( ntur(' t() Pfl i(lLr( ( (.rrlron lrl.rr L $55 rnilli()n (( i( fl ro\' ;;","
l)l{(l li,ti,) 6,9 i

Generol Elecnic Ploslics (US)/tlA
\\ ill lrLriltl e tlr(rr:rr plx5lic n nul.r( rrrring phnr rn (;u.rnrd( )n{
l)I'(^rrr(c Si(, rrlrllx)n () 9.1

Roylheon Engineers & Constructors IUS)/Chinq Nqtionol
Technicol lmpo+Expoa Corp.

\\ rll lrrrrltl lrint rr.,ntrrrr phrxplr,rrir .rrirl li-nilrz(r pl.rnr et rlrt,
I u,,hiri (:lrrllri(xl l:(nilr/(r(;()rnpl(\ rrr (;urnlr\r !l.l rDillilrr

SICPA Chino Ltd., o subsidiqry ol SICPA Group
(Swirrerlondl/Shonghoi Kele Printing lnk Chemicols Co. l,td.

Ir)rrrl(11 tr)irrl \(.nlu,(. l(| nlirnul.r(lulr Pl'lnling lrrL
(\\\rl(.rlirn(l-rl' l'jll( lii ) ;91

INVESTMENTS IN CHINA
Soro l.ee (US)/Tioniin Jinii Co.

l-lsl.rl)li\lr((l t()inl-\(',rlLr< slrrr' lrrlislr |l:rnt SlS rrrrllllr
I I \ -i' ,,1,R(: .li" r (, ') I

Motsushito Elecrric lndustriql Co. [td. (Jopon)/Shonghoi Yongtze
Ehctronic Corp.

\\'ill lonD ir )int \ cnl u r'(' rn ;/-hxngtr]ng r lerh l'.rrk to
rn.rrrrrl.rr tLrrr. rnir. ft^r.r\ ( ( 

^ 
(n\. -iJi) rrull()n i 9 r

Motsushitq Clectic lndushiql Co. Lrd. (Joponl/Wqnboo Electric
Group (Guongdong)

\\ ill (\lirl)li\h t()inl \(,rlur( l()0r(xIr.rLl(1rri( ir1)rr.
Sl- r rlli()n r9l



Engineering ond Conshuction

INVESTMENTS IN CHINA
folmo ftodudion S.A. l5witrerlondl, Hong Kong Xenrco
Properties Ld. (HK)/Beiiing Ele<tric Light Source Corp.

li rrrrrrl ltt rlirrg lierrr'hL rrg I',rlrrtu lil( ( lri. l.tFhl 5( )tr( c (:, ). Ll(l

i()iDl \r'rrrurt l(, pr()(lLrc( l\r(n'(\.(rll liltlrts Tl I - rtrilli(xt.
I S\\ ill(rlirrxl. I lK ()9.f)" -l)li(::lll l', ) () t) |

Chino Assets (Holdingd lrd. (HKl/Dezhos Zhenhuo Ghrs
Foctory

Iistrhlr\lr( (l I )( /h,,!r Zh( r)lrurr ( ;lx:s (ir. l.ttl ioint r cnntt to
rn:rnulutlrrrc gllrss lll)()l rrrillirrl. i 91.

CSR td. (Ausnoliol/Zhuhoi Aquotic Prodxrs Corp.
\\ rll li,rrrr l,,rrrl \crrl(lr( li) l),r^[k( rl.tr.srrrl rrl.rtl.ltion
SJlrr)rillr,nr I \u\lrrlir iilr',, l)lt(i.]l) ) 5 r)l

KHD HumboHt Wcdog (Germonyl/Chino Notionol Technicol
lmpo.l'Expod Corp.

Sign((l r8r(( nr(nl lr) i()inll\ 11 n()t:ltc (itr.rngrirrrg \ ingdc
(lc,Ient l)l.rn( rn llrijing SlJJrDIlior) i 9t

Ferro ln<. (US)/i{A
llstxhlishcd foshao-Fcrro Ccr!rric Maleriirls Co. i)int
vcnturr. lrr nunulacture .rnrl mirrkrt ccmnlic thrits. glezes

and d)cs. l/9.1.

CHINA'S INVESTMEMS ABROAD

BOC/Sepoh Bonk (lron)
Vill provirlt.Lr.rn li rr rr nrrlnr(.li( )'r (,1'.(rrt'rt l)lrnts. S5{)

nrillir)n. r ()r

Environmenbl Technology ond Equipment

INVESTMENTS IN CHINA
NA {Singopo.€llNA {;uiion)

Estahlish(d Xinnuo Envir)onlcnul Protrcti()n (1). Ltd. i()inl
\,rnlurc l() Pr{x'css \\lrstc glts. $'llcr. lncl rcsrtluc, as wcll lrs

prodrrcc lncl nurkel eql,ipnlcnt lbr envir()nnten[tl pr<tttclirto
S1 milli()n 5.qt.

OTHER

Kinhill Engineex Pty. lrd. lAustrolio)/|,lA
w(nr ((nrlrx(t l() h(lp d(\(l()l) (,r\ ir nnrrL nl:r I l)lrn ti)r
slr:lnl{luri () ()r

Woild Bonk
Approlc<l Ir:rn lirr krru\l (1)n:'( n'eti()n pr{)jc(r in (]hinx

SJ56 nrillu,n.6 9.t.

World Eonk
Appr)\'cd k)in fi)r enfir()nnrcnlxl projcct t() rcst()rc the
L)ei\ Plrttilu. St50 n lli()n. 5'9.1.

Food ond Food Processing

INVESTMENTS IN CHINA
NA (Fronce)/Beiiing Milk Products Co.

sign((l .rj.lr('( r(nl to lrLrikl rr Ll.rirr .tntl r,,grrn |lInt
S20 nrillr(rr (, 9 r

Nestle €o. {$vitzedqndl/NA ffioniin)
listehlisht'cl Ncstlr Milk ( l ixniin) C(). l.kl. ioinl vcnturc ()
pnn[rr'c ir'c crcrnr. yr)ilrrn. .lnd ()lhdr driry P()ducls.
Sll million (S\\ ilzerhlr(l:f5r'i'l'RC:.2501,) () I r.

Pernod Ricod Group lFrqnce)/Beiiing Wnery
l''r:rl'lrslrrr I Itt iling lt rrr, t I Ilr,'.r,(l I ;r(,rrl, t,,rrrr \ (rlrrr| l, ,

I)r( )([l(\' $ inr. $29 rrilli(,n ( lian( (:1)s", l)]t( ) 15''; ) () () 1.

Cofe de Corql IHK/Xiongd€ Cqtcring Co. (Beiiing)

li)nrx1l L(.iiiog ltrijixl( l)(l(t)uslixxl(iil\ (l() l-t(i I,)inr
\ ( nlure l'l rrrilli()n. ir)l

Numero Uno Pizzo (US)
()l)( n( (i r(slirur:lnl ioSlt(Jlzltcn.5 9r

Sodio Comordiq S.A. lndu;trio E. Comenio (&orll/Beiiing
lionchen lndurhiol Dwebpment Corp.

\\ ill c\t.rlrlish r ioinl \ ('nltrrr rr)rul ri,rslir)jt ,il( Ihl\ . Sll( );.(,1)lr
(llfirlil:i(IL-l'R(l:5{Ir r) r i)'r.

lrtochinery ond lilochine Tools

INVESTMENTS IN CHINA
KDK Co9. Uopon)/flA (Guongdongl

\\ ill l)Lriltl:rnelertfixlrIrrl plant in l)(nrKqtrro 5]tlnrillirnt

Siemens AG lGermony)/Suzhou lrtochine Tool Ekcrric
Apfrlionce Fqclory

[r )rrD((l liir,Icrts [al('(lri(lll APpxfll(trs I.t(l i(,il]l vcnlrlr( k,
prxluct orttkucl rcl:l\'\, lintil s\\'itthr\. :rnLl (,thcr Prt url\
5(,{) Ittilli( n1 () t)r

Sembowong Corp, (Singopore), Sulloir Corp. IUS)/Chino
Nonshon Dwelopment Co.

I'orrrcd Sulhir Asie I-t(l i()illt venxlr( inSlltnzltenlrr
n]lrnrrllrt tttrc nrltn -st rc\r ltir (1 nnPrt\\r )l\ () t) I

ASl, o subsidiory o{ Sierrrnr AG (Gennony)/Biiing ,'lochine
Tool Swifthgcqr Work5

trsurlrlishcd Sicnrcns lll(\1r'i(xl AppurxlLrs ltciiing I-l(1. j()inl

\. lur( lo l)r)([l('( l()$ \'()llllt{( s\\il(lr 8(1r.. li-! nlilliorl

Coterpilhr lnc. (US)/Xuzhou Consruaion l,todinery Group
Corp. (Jiongsul

llsr:rl)lislr((l (lalerl)illxr xuzlr()u l.td. i{)inl vcnturc ()
nrxnlll:ldurc hydliluli( ( x.x|rk)ri' in (il]inx. Sfo niilltnr

crupo Atcnic (Pori4pl), Grupo Wu (HlQ, Empreso orr fien
(Hl(

li)nrr(d Ate(nic Mrcilu (1) I-td. () r)lx,rrllltclurc xir c(nr(littnters
rund rcliigrflti()n cquipnr('rn io Chinx. $().1.5 nlilli()n.
( lt)nugirl:6(Y\rtlK: 1(l|i,). 5 11.

Hyundoi i otor Co. (S. (omo)/North Stor Group, Chino
lntemotionol Exhibitkn Gnter

Ii,rnl(rl i()inl venlurc lo pnrclucc spun pens [trr nxrtors,
cL,r'utorr, uocl e[ginccrinB cquipm( nl. $ l.li rnillion.

NA (US)/NA lSrcnsdo.g)
v'ill li)nn (;uangd(rrg Yrng(-l)un lr(idx (;(). ioi|tt vcnttrrc to
plrxht'r c'lcr'lricll nr:r(ltillrn. 5, 9'1.
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Metols, Minerols, ond Mining

Medicol Equipment

ond Devices

INVESTMEMS IN CHINA
fukudo Elechonics Co. (Jopon)/Beiiing Medkql Elechonic
lnslrum€nh qnd ,|leteru Foclory

Ii nc(l 1]( iiing-l\rkUrIr lllrttronrrs(]r I-l(1. t()int \(,rrur(
to prrrltur' unrl nrrr'k,.t cl(.rtnrnic rrl(tlir'rrl inslnrnt<,nls :rrxl

Pekoleum, Noturol Gos, ond
Relobd Equipment

INVESTMENTS IN CHINA
Chflron Corp. (US}/CNPC

Si!tnc(l ilrr(,(,nrcnl tirr enh.rnr'crl oil r(.(()!.r'n itl I)x(lirt! (,il fi(l(l

OTHER

Donoldson, luftin & .lenrette Securitic Corp. {Us}/l.,lA
Slgnr(l l(1trr ( )f intcot to fin:rnct oil cxpI rr:rlr( ro in 'lrrinl llil\in
$h0l) nrilh )n. 6, 9l

INVESTMEMS IN CHINA
Comhex Corp. (U5), Nkhimen |NA)/Beiiing l.lo.2
Phormoceuticol Foclory

Will ti )nn i(,inl \'( nlu.r lo nranulut trrrc ;rncl nturkct niJr'in enrl
r),1( inluride. 619 r

Copley Ptrrmoceuticol lnc. (US)/Chiq Tqi tleohfi Core Group
\\ ill (\ralri{r I(iinr \(nrure t() disrril\rrr rnd lrrrrhrcc ucneric
(lnrBs in Chin:r ( I Sr r(.1',, I'R(l i 1",,) (, 1) r

Merck & Co. lnc. IUS)/Hongzhou Eost Chino
Phormoceotiral Co-

\\rll r'\lirl)lish llxn8/lrr\r \lsl) I)lLrnni( (uticxl (1). l.l(l ,{)int
r t.rrtrrre kr nr.rnrrlurtrrrt rncl r)lrrlrt prr\cnpltrr (lrltgs in (lhinr
\.1() J nrilli( )o I I 5:-sr',Fl'RC:.,|5",,r () t) r

lrtenk & Co. lnc. (USl/Shenzhen Kongtoi Biologicol
Producls Co. Ud.

( )ll(n(d plilnl l( ) fiLrnulil(ru.(, h('l).rrrli\ l| \.lL.in( (r 9 r

Yomonouchi Phormqceulicol Co. (Jopon)/Shenyong
First Phqrmoceuticol Foctory (liooningl

r|'lirl)li5lrcrlSh(rr!rrrrgYilrrrirn()Lr(lri I'llt llucr\rlt(ill(;() It(1.

t(,inl \'('nlL[( l() n]iIlul:rcture ]ntl st,ll rl]t,rlitul sul')|lir.s loI tltr
tllrrrrt st' rll.rrkct \lr),rlilli()n (.l.rl).rn ril) l)R(l 2lr', I () ()r

Zeneco Group PtC {UK/Sirp torm, porr ol
lhe Stob Phormoceuticql AdminisFotion ol Chino

lls(irlrlish((l Z( rx (il Srno l:xrnr I )(.\ (,1( )l)rnr,ltt (jInsUllinB (i).
i( )irrr \ crrrurc r(, l)r( ^ 

i(i( (lUulit\ .( )rrln )1. .linicrl Ir'^rr'tir r.. rrnrl
lL ( llrril( )8! lr:rn.l(r srn iC('s I( ) (:ltirril () ()l

OTHER

Upiohn Suzhou Phormoceuticol Co. Ltd., o ioint venture
between Upjohn Co. IUS) qnd Suzhou Phormoceulicol Fociory

l\lrl)li\he(l r(l)( \(rrlutrrt olitt rn Slr:rnulrer (r 
') r

Louisiono Educotion Quolity Supporr tund (US)

\\rll Irror ir.lc grrrnt to l.ouisienl lrurtrrlrn,rIrgr :ro<l

lrlrunrrlL ctrtir'ul lirrr ts srrking lo cr )nl)tcr.iillir(. ( llrir(,s(,
l)hirnrir.(ruli('lls irr thc t nik\l sl,rt(s :io.000 5 t) r.

Porh ond Shipping

INVESTMENTS IN CHINA

OTHER

Porr o, Portlqnd (US)
( )lx ncd rcprc\('nlitti\'(' ()mc( in Sh.rnghili 5 9.l

United Pqrcel Servicc (US)
( )p(n(d l)usin(ss Llc\ ek)pnr(.nr rllll( (,\ in lleijiog, Shlnglui
.ln(l (;uilngzlx)rl i () 

r

tuson Porr (S. Koreol/Poa of S,honghoi
silnr(l \ister-|x ,n lgrr'r,nlent I r) I

The Chino Eusiness Review SeptemberOctober I 994

INVESTMENTS IN CHINA
Mirsui Co. lJd. UoFnl/8oo on lron ond SteelCo., Shonghoi
Melols Co.

& )nrr( (l 5llllnghiri Sh(.n irng Slctl I)nr(r.r.sinJ,l (i). !-t(1. i()int
vcntrrn $6 ls rnillxnr (rr91

Auslrolion lntemolionol Developmenl Assislonce Bureou/Chino
Notionol |,lonferrous lrtetolr lndustry Corp.

I-run( l)! (l pinl rt'srr( lr l)(,i(.r k 
' 

( l(.uo rnel;rl minc * rstr.,
S I l(r rrilli(rl. (,\uslr.rlrirrrJ" rl)R(::lr" ,) I 9.1

Pockoging, Pulp, ond Poper

INVESTMENTS IN CHINA
Soint Goboin Co, (Fronce)/Chino Pockoging lndustry
Dewlopment Co. lrd.

Siunr(l rllrcrnr(nl lo (srrl)lish r pull.l.rl)(.u1 tir((()n in lj(riinS.
$J(J nrilli( )n. () 9 r

Ook Tree lntemolionol ln<., on qffiliqtr o{ Ook Tree Pockoging
Cop. IUS), Grcwlh-Unk Foiwon)

\\ ill l rrntlv lruiltl r I,,l(Ing{ rrt(nr I)l.ll irr Iuiixn PR 
^ 

rnc!
I'JI)illi,rn i 9r.

Swire Pocific {HK}/Zhengzhou Generol Food Foctory
\\ ill (slJl,lisl) i()inl'r(ntun soti clrrnk lx rttlrrru I)la t 5l i l|lilli( )ri
(llK ((l',, l)ll(l.t(l',,) i 9r

Coco{oh Co. (U5)/Ministry of Cool lndu ry
Si|nr'(l l(llcr(r'inlcnl l() l)uil(l l)lnlling I)lirnt rn Iri!'Lrirn
l)l.()\irr1r. l'25 nrilli(,0 (l 5:85","1,11(i:l;', ). I ()].

60

Phormoceulicols

Hukhircn lntemotionol Poa Holdings Ltd., o unit o[
Hukhircn Wumpoo ttd. {HK}/Shontrou Porl Authority

\\ rll lrrrki tl r , . r ,lt,rrrrtr r r-r.l I't.rtls rrr irL lr Il,r t

rllh-r) I,l( n) r tL)l



Power C'enerolion

CHINA'S IMPORTS

Forter Wheclcr Energy Corp. (U5l/Chino llotionol Technicql
lmpo+Export Corp., iluhei Provinciol Electric Power lndustry
Bureou

vill ln'()\'(l( (r)gior(ring, a(nrslrlk1i,,rr, I)lxrrl nturrirlt('rtlrnt-:ln(l
crl\ ir( )rrnr( nlul scn,i! (rs firr tnr r rr r:rl-[]retl str'JItt !('tt( rill(,r's in
llzlr(,u :l li'is ll)illi()n. i'91.

iiAB AG lGermonyl/Hebei Hengshui Power Plont
\\rll tll llr .r.h (li.l)(,.r1 .\stcnrsiirl\(,1)l.rnlg(n(r.rl()r\ r 91

OTHER

Alsthorn lntermognetks 5.A. ltrcnce)/Beiiing Heovy-Duly
Power C,eneroior Plont

\\ ill L,rntltrrr l(esrhilir\'slu(h l()r pr()lx's((l I)()!\(r l)Linl j()inl
\(lllor( () t) I

Property Monogemenl ond Development

INVESTMEMS IN CHINA
Goge Dovis Associores (US), Ted ForwCl & Associores (U51,

Chino Ski Corp. {US)/tlA
sign((l l(tt(r()l inl(ol l() (ltsign irn(l l)Lrl(l lJll(l\ l\1(,rrrllrin
llt vrn rD I ['iI rng;i:rng P,\ 

^ 
in.(. (). () l.

Hong Xong Kenson Properties ttd. (H(/Beiiing Hongyun
Prope ies Corp.

li5tulri\h((i lt(iting.llrrFr()(ltnlcrIl(irl ll\tirl( l)(v(lol)rrrcnt(i)
l.l(l i,)inl \.rrlu|r l() crxrstrLrct r huiklin! torrrt)l( \ SJI) rnilli(nl.

Megrowqy Group (Singopo'rel/Qingdoo Economic
Developirrcnr Co. lShondong)

\\'1ll t,irrtl\ l)uil(l irlr[rstrill p]rk 5lo(lnrllxnt ; ()l

Ever Wng lnvertment Ltd. lHKl/Beiiing Comprehensive
lnvestment Corp.

U'ill (r)n\lnr(1 lh( l](iiin.qC(nnl)rLhcnsi!( lntc\lrn.rn I]!rildinrl
SIJ nrillirnr r ') r.

Telecommunicotions

CHINA'S MPORTS

lrtotorolo lnc. {USl/ChimTeL lnc.
Signed c()ntnlct t() instrll c!'llular ph()ne ncnt()rk in eiSht ci(ies
in Lill()ning Pr)vince- 6.,9.1.

Bosion Tochnohgy, ln<. lU5l/Chqngtho Telerofli 8urcou (Hunon)

U'ill r(ll x (:( ) A(l(lliss 600 svsl.nl l(r'cnhitn.((l
lelc(rnrltlrLrorrirli(nrs scnices. S1 i milli()n 5 91.

Ericsrcn A/5 l5nrcdenl/l,lA
V'()n L1)r)lra( l t{) c\pund nrohilc t'tllrrl:rr nr'twork in I lcl)(i.
$Jl) nrilli( n 5,9.r

GIE Spocenel, o dMsion of GIE Corp. {US}/Chinq Nqlionol Poit
& Telecommunicotions Applionces Corp., Chino
Tele<ommunicotioos Broodcqst Sotrllite Co.

\\, 11 ( r nnrll( I t( ) I)r( )\ irlc tc]ernctn lr.r.kinlt..tn)lri,l.;lrtd
rr.rinrrrs \(r'\ i(\'\ l( )r lll( (lhinxs.ll i \rlt( llll( 5 t)t

I'totorolo ln<. IUS)/tlA
Srgrrttl r ontrur ts to Dr,)\'idr prging s)\l(rrr\ in Iitrl)er. I-r:urninJ{.

xn(l Zll( iiit,)g I)11,r lo.(s i t)l

INVESTMENTS IN CHINA
AT&T lnc. IUS)/Beiiing Telecommunicolions Adminishqtion

\\'ill 'rr11rlr 
( r nnrnunicxti()ns (quipnr( nt .rn(l lnril(l :l 11 s(ir( ll

l.Ll: :rntl ts o pl:rnts li rr asscmbliog high spccd ss itt lrr..
Sl5o,rrrllx,rl r ()r.

l,lorthem lehrom lnc. (Cqmdo)
\Xlll l)rrr(Jrir\c .li' i, (lircct cquitt'strk( rn I'hilil): srnria( )nducl( )r
(.(,rl) ()l Shrngl)ri r 9J

lbrthem Tehrom lnc. lGnodo)/NA (Guongdong)
Will l)triklrr nruorrllcturiog lnd rrscurr.lr lnd r.lcvr'l, rprttcnt unit
inSlrtrnrlc. li I J(l ntillit )n. ( Ctnxdx I l0r,'o'l)lt(i:(r(rr) ). l'91.

Northem Telerom |rc. (Gnodo)/Shonghqi lC Derign Cencr Corp
N'ill li)nrr Innl vcnluft l()(lesign io(l suPPl! rnttgrutcrl cirruils
li )r \onllrrn 'li luc( nrr'5 Shuodir i()inl \ cnltrr(' :ln(l (,lll( r
( l( (1ri )rri( \ rr)rrnrrll( ltl.cr: io Clltrrr. ( (lxnJ(h ii',, I'l{(:: li"i )
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INVESTMENTS IN CHINA
Dominbo &idge lnc., q unit o[ Cedor Group ln<. (USl/Chengdu
Huoxi Elerlric Power Holding Ud.

Ii)fln((l l()inl \irnlrrr(: tr) (rnlstnr(t uncl rnrrnugt .r hlrlr'o 1xr\cr
\lrli(nr !81) Inilli(m (( S -(rr, l'R(l J(l'r,,1 () () I

Chino-US Power Porrners [.P., o subsidiory of
Community Energy Ahemqtives lnc. (U5l/C'onsu Eleckic Power
Conslruclion lnvestment ond Development Co.,
Gonsu Elechk Power Corp.

srgn((l ir)int-rcnlLrr( (Lrntrect to lruil(1. own. rncloPr.'r'.rtt l\\<:

-Jl )o ll\\ ln)\\(r pl:rnts. Sll)l) nrillirnr (t S ]0 ' l'li(l-(1",,)

Sorgent & tundy Engineers lrd. luSl/Chino Power Engineering
Consuhing Corp., l'l,orthwest Ekri( Po\,yer Design lnititute

lirrrrrtrl lJciiing-Srrqunt & Lun(l\ I'r,\\(r Iingin(rrrnlt (:()rP I-l(l
r ' tl \, tuf(. t,, 1)r,,ri(lc. rrrg rrtfirrg. l,Fn,I,'jrrr'rrl l) ,)r1 I

lirr.rrr,'rrrg.rrrLlrlcrtl,lrrttr'nt .tttrl tlr,rtt.tgtttt. nl.( nk(\.

Sithe Energies lnc. (US)/CNOOC
lirlrrrtr.l yrint vcnturt to lruilcl. o\n..trtrlr1r.'r'rrlr lrrutr Dl:tnts
in (;urng(l{n1B ilnrl Ililin:ln pro\'in(rs 5 91.

Sithe Energies lnc. lUSl/Gonsu Provinciql Elertric Power Corp.,
Gqnsu Provinciol Power lnvettm€nt Corp.

Si(n( (l ioinl-\ rrrtur( ugrt.t m(nl l( ) (l( \ rlol) {)(I ) \,\\ ( l( ( lri(
Ir^\ (r plrrit\ i 9r

Cheung Kong lndustriol Co. (HK), Hukhison Chino Trode
Holdins Co. (H|(/NA

\\ rll lrrriltl lxxr.,r plunl in \tli:r(,. (lurnsrl(,rrg l)rot'rntt
:t.loo Irill|(xr. (llKrJ0",FPI{(: 7()r, ) l. (, r

World Eonk
\\'ill pr()\ i(lr i)ro k) huild the l-xngzlx)u lhcnnrl l'r^v(r I)linl
in.lirngsu l)rl^'in.c. SJ50 nlilli(,n. (r 9.t.

NA (Spoinl/Nonyong tlekou Power Plont (Henon)

Will proviclt Irao tirr in]p()rt ( )f tw( ) lllrflrt:ll p( )\\'('r gcncrxling
runirs SJT l .u ,nilknr. 5/94.

ADB
\\rll Ir,^i(l( lr,lrnt{,rprxv,i PI.rrrt rrr (;rr.rrrg/llorr \().1 ntrlli(n]
l')l



OTHER

Unkyr Corp. (US)

l'lsulrlishccl tTnisys Chinl C(). in llci,ir)g. 6/9 r

Te*iles ond Apporel

INVESTMEMS IN CHINA
E.l. du Pool de t,lemourr & Co. luSl/Chino Worldbest
Development Corp.

lilrlrre(l i(nnt !cn((rrc in Sltlngll]i l() l)r(,([r(( \pilod(,x
\,r llllr, rr r l \ in r,,. l,l{r . l( r .,, i ,) l

Hoechrt CConese Corp. {USl/Chino New Builcling I'locriols
(Group) Corp., Chino Worldbest Development Corp.

Ii)fi11((l i()int vcnlur( lo nunrrlur'trrrt.norr rvorcn s'etcrpnxrl

l{cGregor Co. lUSl, Globol Ucensing Co. (USl/Yizheng Joint
Corp. d Chemicol Fiber lndu{ry

\rtnral i(iint.\r'nturr rl8rrrrn('rll lr) nr.rnlll](trrn ;rntl 'ell
\l((;r(g()r \l1,nr\\'('ur. Si(x).lIXl i 9l

Pierre Cqndin lFronce)/Beiiing Qinghe WorsEd Mill, CIIK
Aurkolio C. H. Chino lnvestmcnt lld-

l',,n1((l ioint !(1rtr.ri( rr) r)r.rk( (l(,llrirr! irr (lltin:I. S5 ntillirto.

Mitlubishi Royon Co. ttd. Uopqnl, ltochu lntemotionol lnc.
Uqpqn)

lislrl)lislrr,(l QrrBdr() I.iltgr(nr'](]\rilc (i,. Lr(l r() l)r([[r(\.
.( n li( S t tj rttillion. (.leyrrn,{,i'.. Ji"i,) r t) r

CHINA'S INVESTMEMS ABROAD
Wuhon Cityform QTeirg & Printing lndurhier lrd., Hongtex
Developmeor Co. Ud. lHl(/Eoslem Sood lndustriol Co. lrd.
frhoihndl

\\illcrt.rlrlslri,,inlrrrttult't,rrrrunrrl.rttrrrt Llrrrl.rnel Irrintr,r.l
l.rlr rr tL) I rillx )n. I 9 l.

Tronsporblion

CHINA'S IMPORTS

Cubic Automotic Revenue Collection Group (US)/Guongdong
Mochinery lmporl"Export Corp., Guongzhou lvteho Corp.

\\ rll r.ll .rrr .rLrtorn.rtir l.rr-( (rl( ( tlo| \\ \t( r Irr lirst lrlr.rs| ol

'ttlrrr.tr srstt'rtr \lS i rlrlli()r) i ,)r

Mitech Corp., o subridiory of Ayoh crwp lPhilippinerl/Wuhon
fionhG Airporl Autho. y

Nrll in\trll r (1)nlputcrizcd higlrrr:rr l{)ll \t\t(ntin((nlr"l
(lhro;r i 9t

Rollr Royce PtC lUK, lnchope I'totor: lnhmqtionol HK
\( ill ( iil)( )fl lurtrrl setluos to tlrr nrinl.ln(l r ()r

INVESTMENTS IN CHINA
Allied-Signol Autonrotive (USl

|orntctl:r \\ltrrllr'orvned \'ljntrrrC in I\r(l(nrg Nr..rv Areu of
Sllirnghrli k) pr()du.c tr.rrhocltrrgt'rs lirr tlirscl trucks irnrlv:tns
S.,l= nrilli,)n () ().r.

Allial-Signol Auomotive (US)/Dong{eng Motor Corp.,
Gtrongzhou Jun& Automolive Group

\\'rll l()rrr i()int \(oturr to prrxlrcc lrr,rL;rrrlrr lrr'.rkrn11:rsrcrtrs
l()r I).1\\(o1.lu rlr..rnrl liglrt tornrrrtr'rill rt,llrIs \.]; nlilli{)n

Dominion_ Eridge lnc., o unit o{ Cedor Group lnc. {US)/Chengdu
Bureou o{ Communicolion

\Iill ;orrtlt lrrrrlrl rnrl oPerutr,.r lriulrsut I\'l\(( tr (:ltcng(lu:Ln(l
l)lrii.rn\ irn SH5 nlil|()n ()()1.

Dominion Bridge lnc., o unit of Cedor Group lnc. IUS)/NA
(Chengdu)

\\ rll l,,rnll\ (()rr\tru.t lil.{ht..ril \\.1(rn \iilrrriilx)n
rl s -ll' "1,R(:lir )() 9t

Ford A{oior Co. (U5)/Shonghoi Automotive lndustry Corp.
wrll lor l t( )irrt \ ('nlur( l(, lll.lnul.r( Illr( tr]t( rx )r trl l. \r'.lt\. :ln(l
llr\r11rr('nl lxIr(l .lLS:il ,.1,1{(l f} r trr-rr

Ford Motor Co. {U5l/Shonghoi Yoo Huo Glo:s Wo*s
li)all(11 Shilnghlr lju l luir (il.lss ( ,1) l.t(1. i(,itrt \rrrl0[. tr ) n]llk(
:uttv gl:rssl)rrxltrrts (l S:51",, l'l{(l:r()' ) (,')l

Khozonoh Holdings (lvtolcyriol, Mitsutishi Corp.
(Jopon)/Aviotion lndushies ol Chinq, Chino Aerospoce Corp.,
ond Chino North lndushiol Group

\\ ill rrr.lnul.rl tur(. ;rnLl rlstribrrtr. ,rrrt}rt lrrrctl 0rr )([k ls in (:llrn:r.
\ | i l)rllr,,tr (r () I

Nisson fitolor Co, [opon)
Ilsl:rl)lislrc(l Nissrn ]\r()tor (Chinl ) I.ld.. r \\ hollv o$ necl
strhsirli:rn. to tlistrihutc intl sr:ni<s v(lti(lcs in (lltir):r. () 9-r

Vority Corp. (USl/Tioniin Engine Works
\\rll lll(,(l1rrL l'Lrli1n.(L(s!l (nSrr!'\ l),)r

Doney Group IUS)/Hoikou Auiomobile Repoir Focio.y
lislrl)li\lr((l \\':rnli(h -.\ulrxD()l)i[. R(prir (1) i()inl r(r]tur( tr)
ltror itlt'ultrr-.IIc :'rrr tts lirI irrrponccl :rrrtrr ()l)ilr\. S2 milli(m

Godyeor Tirc & Rubber Co. IUS)/Dqliqn Rubber C'erlerol
fodory

li,rrrl(,(, l(,rr)t r(.rltur( kr rDirrLrltr((ur(.t11.\ ln (:llrn.l Sll) rDil[()r]
( t s:-i, t,t{(.:l; ,). i 9r.

Hyundoi Commerciol Co. Lrd. {5. Koreol/NA fiilin]
lislirlrislrc(l t()irrt v(nltlr( l{) rlriroUliL'tuR. (Llrlrlrrercls lirr
Jlrlr)rix,l)il! s irr)(l rn(r()rcv( l(,\. i, t) I

United Engineerr Bhd. (t'toloysiol, Ho Hup Conrtruction Co. Bhd.
{fnobysiol/l.,lA (Guongdongl

\\ ill hLriltl :r llh rnilc c\prr.\r\\.r\ lxttrr.tn \rrngji]ng]ncl
llrirnil.rng )--o rrrilli()rr r t)l
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Sirxncns AG (Germqnyl/Shonghoi PI Appl'nnces
& lndustry Corp.

\\ ill li,rnl Shiloglui Slrrrr(ns (l(rtlnlunr(.llion P()\\'crS()urcc ()).
jornt rcntLrlt rr prrxht'c poscr sr''tr.rns lirr rligit:rl pnrgr.rnr-
.(,nlrr,ll((l swil(hlx )tr(l\ r nd ( )tl)(r (l(\'i(!\ S t. I tjlli{nl. I 9t.

OTHER

AD8
t0/ill p&)vide additional kran f<rr acrylic fil>er plant in Anhui
l)r()vincr. $15 nillbn. q,/91.

EsFit d. Corp. USI
Openc(l ()l'rtlcl in tleiiing. -t/9,1.



OTHER

BMW AG (Gemony)
()l)cncd rcprc\rntrli\r. trlhtc irr lleiiing.6 9-r

Chrysler Cotp. {US}
()penl.d rcl)r('\rnlutr\( ()ln.r' in lleijing 5 9r

Genqol itolor Cqp. {US}
lI:lrrivnr I)ivisi()n ()pcned cusl(nrrcr scn'ic. ctnter in lJeiiing
5 9.1

Finnon {Finlond}/CAAC
\\'ill (.\rrl)L5lr rrirnrng p.()Srr liir (lhrn(sc pi[)ti. 1 91

NA (Austroliol/Subrrqy Conshuclion ond Develogrent Co.

[Tioniin)
\\,ill Iroritlt. kr.rn to inrPrrrvt rrnrl cxtcocl'lirojin suhrvly
systrnr. $ I ll rrilli()rr I '1) I

Miscelloneous

INVESTMENTS IN CHINA
Hqsrcll & tusocioies {Aurtrqliq}/&riculturol Bonk ol Chino

Iiflrk,(l Jinh.ri Irrtenr.rti,rn.rl l\r\rnc\. I )(\'(l( )l)ncnl .t
(:()n\Lrltror (l() t,)rnt \(rlttrru l().r(l\is( \(l\lrillrrtn hml\ in\elting
rn ( lhirr.r ( \1r:lr.lli.l i(r' ' l'lt(li(r' ,) i ()l

OTHER

Robed Lien Enlerwi*r lnc. IUS), I'ren Yi lntemolionol Ltd.
(HlQ/Chino Asso;iqtion ol ftience qnd Technology, New Chino
11"n"s lgency

( )prn( rl lh(' U\l)l{ )rlrl()riur)r I:rllrbili(m China. e sh(}s r.lse ol 6J
s( (-rnitl( (,1(l),1)ils. rl lhc \lLrs(uD of Chinese Rr'\'()lutx)n .rn(l

lli\l(,r\ in li(riinB i,l 5 nrllx)n () 9{.

Sheormqn ond Sterling, o low ffrm (USl
()pcn((l rcp( s('nlllr!( (,lfi(e in ll('iirng. 5 9+.

Argentino/PRC
Signr(l irgrr(rrrcnl l() incrc:tsc cxehengcs ort legrrl rsstrrs rlntl
inrl)r()\( l)ilirt(rxl (1r)pcrirlir)n +'()1.

Gide loyrerh Norel, o low ffrm (Fronce)
( )l\.rr((l r(l)'cscnlr(ivL' ollir c in Iltijing. ,t,'9lt.

Rusrio/PRC
li\lul)lisl('(l lrcc-trit(l( z()nr lntwcto Hitrbin ancl Vladivostok
r ()r

Ohyomo lighting Co. lrd. (.r"ponl
I)()r\irl((l ligl)trn,t !lluipnren( k)thc (ltuilt Hrll (, lllc l'c()P[,n
l|(iiiog Slo0.(xX). .l 9 r

Govl trode speciolist, US Textile
Progrom, exp in Chino import &
Custom doc/req. Supervisory exp in
PRC. MA U o[ Chicogo, speoks
Chin/Spon/Eng. Will reloc, US citizen.
Tel 7Q3/ 527-7 579.

MBA w/ I 'l yrs PRC bus exp. Fluent
Enq/Chin. Slrong in strotegic plon-
n ing/ prodlm rkt develop/ ivslimp-
exp/consulting/PRC bus proclice. Con
reloc. Contoct: Poul, Tel/ Fox:
908/247-574a

MBA/MS{8.E.) w/ 3 yrs exp in PRC

seeks intn'l bus coreer. Fluent
Mondorin/Eng. Con reloc. Contocl;
Michoel Wong, Tel: 204/275-0217.

Seek exec/bus posn in Shonghoi. 3 yrs
mngmt consull to Fortune 500 in
Toiwqn/Chino, plus big 6/lBM. Exp in
6nonce, po*er, elec ond monul indus-
tries. MA lvy Leogue, biling.
Enhepreneur pkg considered. Conloct:
Beebe. Tel: 8862/77 6'5629, Fox:
8862/77 6-s639 .

MBA seeks intn'l bus posn. Exp in
Chino: finonciol onolyst, govt olficiol,

univ teocher. Exp in US: occounlonl.
Will reloc. Contoct: Michoel, Tel:
313/747-8573.

MBA seeks mngmt posn to help US cor'
porotion morket products or set up bus
in Chino. BA electricql eng. Exp in
intn'l trode, mrkting, mngmt, ond engi-
neering. Speok/write Mondorin ond
Shonghoinese. Contoct: Fronk Gu, Tel:

818/ 458-7 427 .

POSMONS WANTED

THECHIl{A
BUSINESSREVIEW
Clossified Advertising
l8l8 N Street, NW
Suite 500
Woshington, DC 20036, USA

CIASSIFIED AD RATES

$l 0/line, four-line minimum ($40).

36 chqrocters per line, including oll
spoces & punctuotion. Submit only
typewritten qds ond send with poyment
6 weeks bebre issue lo:

ctAssrFlEDS
ln the

Next lssue

ol The CBR:

I Agriculture:
l;ilflr)('r-s slt\' 'it1) t() g[ilirr
:rtr.l vr's l( ) fluits:tn(l
\'('1lcllll)les

I Food Distribution:
I los shoukl firreign lirnts

sr't Lll) it ,1ct\\'()rk7

I lntellectuol Property
Prol,ection:

(llrirtcst' rtnrl I'S oll'rL iuls

r li rkc it otrt

I Chinese Lobor:
llou tlo t,ou llrrrl. tr.rin. ltrrt!
r('lirin ( llr in( s( stirll-l'

September'October I 994 . The Chino Business Review 63



Just as the ancient Chinese armies relied on

the compass cart lor direction, companies venturing

into China also need an experienced guide to point

the way.

At HongkongBank, our aim is not only to help

you conduct your business efficiently. but to

complement that service with sound advice and clear

guidance.

With nearly 130 years of experience in financing

trade and business between China and the rest of the

world, we've learned to hold a straight and steady

I

-q,

course.

We are also well prepared to provide you with

professional and efficient services through our nine

offices strategically located in major Chinese cities, all

linked by an advanced telecommunications system.

So when you venture inlo the China market.

you'd be well advised to stay on track with a partner

who can point you in the right direclion.

Afler all, we know that the only way we'll

succeed is by helping you to do the same.

{D
HongkongBank

'M\rtut llsl\( (i, 4)

Yr)!ir l-ullrrc l\ Our lirlrlrc

l1

I

Success lrrr CHrrun REoUTRES Guronruce As MucH As Punpose.
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