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Have your next business conference at the Shangri-La Hotel,

the first hotel in China to receive the intemational "Pinnacle" Award for excellence in hosting

meetings. Our special meeting package starts at just US$SS per person, twin sharing,

includes lunch, rwo coftee brcaks, use of the meeting room you require

and all essential meeting facilities.

!U
Shongri-Lo hotsl

BElltNc

2!t Zizlruytran Road, llciJing l(xX)tll , (-hina. Tel, (86'lo) lJ'11 22ll ['ax, (86-10) ft{l 8(X)73

[:or rcscrvations and inkrnnatir:n, call H()ng K(nrg 25(I) 3838, Singafx)rc -535 357ft,

Toky<t 76(t7 7714 Toll l'rcc 
' 
LISA s (-anadir i l li(x )) 9{2 5()50
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TRENDS & ISSUES

AAore Bod News on the VAT

Neu chlngcs to thc Vllue AddL'd 'lxx
(vA'l ) rclirn(l rate hrvc lirnhcr aggctvrtlcrl

firrcign-invcstccl cnteq)riscs (FIES) tlLtt en-

l]igc in crl)oning ( J(1' 77,(' (.lJ/i. lulrcll'
April 199r. pr0). Thc vAf rctitncl on rtll
exp()rls (\(1oding agricLtltural proclttcts

ancl coltl-rvls rcduced in Mlty lty rrnlcr'

(r'thc Stxre (i)uncil. l:xl)()ncrs arc still rc-

sponsib[. lirr pafing thc l] B'rcenl \/Al'
ratc ()n thcir inplrls, hul rvill only r<rrirt'rt
I r l)cr('('nl VAT r(lirnrl (}rl t'rB'ns. lllc irt

put VA'l (m proccssccl lgricultur:tl cxpons

rcnrxin\ IJ percenl. l)ut tltc refund rltc
hls dnrP|c'd l() l0 B'rcenl. flre nes VAl'

relirnd rltt on Ltnprotesscd lgricultur:rl
grr s uncl c(ul is J pcftenr. \'AT relln<ls

on lll g<xrds shippccl :r[tcrJuly 1, 1995.

:lrc sul)icd t() thc l()\\'cr relirncl rate. Sotnc

exporttrs uill likclv prrss tll( increirse(l

c()sl (r'l () lhcir (\rstonrers, lrtrl lllis is nrtl lr

!iublc r4rtirxt Iirr all cxponcrs
Chinesc olli.ials iLlslil\ llle p()li.r

r.ltrngc as u ncccssan'] stcl) l() hltlt cornrpt

irrrn,'n :rnrl cxP,tn l)lilLli\'(]. Alltll,,rili(\
cliscovcrcd thal s(n)re cxl)(n1(N cir(\rnl
vcnt thc inpul vAT ()n rx\\ lnalcrirlls
througlr l:rlse in\'()icing. crctting hogus

VAT rcceil)l\. or lulsclt' r lainrtrl; that thc

nrateri:rls ;tl.c inputs li)r VA I-rxemPt j()illt

venturcs.'l'ltcse cntcq)riscs thcn clenlend

\/AT rcfirnds lnrrn kxll tar l)urcius. (:tn-

tml g()\'crnnlent cofl'trs s'ctc c(rning lll)
slrr)n in nre.:ting thc dcrttlnti li)r VAT rc
lrutes. Ar L rclittl.l I,) l)r('\s ref('n\ B(tiing
orves nxtghly $'i.2 hillion itr trnpaicl VA'l'

rt-b:rtcs.

l\lxn}, ca(nr(rrists alrgLle thllt riltllcr tlrxn

rc(lucing VAI rcbetcs. Ilciiitrg shotrlcl

hnlr lirused iltslcld ott l)rcvcnling cx_

lxrncrs liorn ovcnlluing c()nlrt)er(i:ll in
r()i(es. L()\\'crin!l tllc \:A'f rclirtd r.ltc rlds

xs x clisincentive l() exP()nin8 ltntl rvill rrot

\t(,lt (()rrUl)t (.xlx,rlL,r\ [r,rnt trvittg t,r
(lr(.irt tlr( ((nlllll g()\(mttt(nl lrr irllllrtrng

inr()ices. In urlclitirn to hxrntiog lrlt:s cn

gllgcd in c\B)rting. lhc ne\\'nrl(s cxrl(cr-

lr.rrt l:ll (llirn: L, l)xl.rn,( llr('rr li,rcign
cxchrnge. tlnfr)rtunxtcl,v. llciiioH s11()$5

no signs ol r.lrlnging its currcnt P()licv
lncl nu!' :tctt tlllt' ('trl the rcliln(l rille fur_

thrr io tlrc futrrrc. -l\tttill .lkttlitt

Ihnid lldt1itt is Dt! ug.r'tl th( (,i)tttt.ilt
Intt{ln,(,II l)t\)Rft1nt

FESCO Alternotives

Brewing Up o Storm

'llrc llcijing nruniciP:rl goYenltllct)l
li,nrr.rllr .rPp,,irttr'tl tltltc trrrnpanit's-
(lllinlr Inlcrnilli(nul trnltrprise (ix)lx r

:ltivc (i)rp.. Chinr Inlernxtkxrlll Inlcl-
lctc(lr (irr1'r.. :tttrl (lltina InternJti(nrlll
'l Jlcnl I)c\el()prlrcnl (lcnlcr-t() st!ll
li,r(r8rl rcl)r(5(nt.tlrvt ,rllirt' rn Ilti_
jing. rn urklition lr) tll(' li)rci8n I:nlcr-
pris( S(nte (inrll)xn) (rES(;()). l'rc-
viously. Ilrc Pul)li( s((urity llurcxtl

recognizul !'tiSCO xs tlrc orlly legiti-

n)ille s{)urcc frrr ti>rcilqn rq)r('s!'nlitive
oliccs (lhincst' Jrcrsonncl lntl rcfux'tl
t() rcgisler (ihinesc Pcl.srrntrcl hirccl

througll ()tltcr lnxnngcrltcnt_scrvicc
c()nlparnics.

Thc tirur c-ntiries olL'r llcrsonnel
and c()nsulling servi(cs t() f()reign
c()mprnics with ofli< e s in llciiing.
Ilach lnxnlg('rnent servi.c c()mPany

;r(ts :rs tllc lcgul ctnplo|cr'()l tllc (lhi-

ncse shlf it llirc\ {)tlt to [trrcign ,.rrtrl_

panics ltnrl Pr()\'i(lts il l'r:tsir' ltncfits
p:rckltge firr !n()sl lirll-tinl( P( rntilncnl
r.'rrr1>loyecs. (:hinr lnlc-m:lli(nlitl l'i1ter-
prisc C(x)l^-mtivt (irqt.:rntl (ihina In-

tcrnxti()nxl Intcll(jlc( h (l()[l.). Jls()
rrili|rlxin (rliccs in ()thcr citics.

.t k.l

scious antl nrln-v
lrrcqcrics- rslxcilllv
thrnt rslal rlishtd x'r'
cml yclrli lg<r lry city

and county govc'Ln'

orcnls;rtlctllPting lo
cirpiLrlirc on dle Chi-

nese bccr cr:t zc rrl

thc ldl( 1980s-xrc
nou going out r: l'

ltusinc-ss tlue to t-rrlr_

sunrcrs prcft'rcncc
ti )r il l)c cr-tasting
brcs'

(,tnlrill xuth()ritics urc al*r lllanning
to nrrxlcmizr thc indusln witll S30 rl)il-

lion in suhsidics lnd loans. llv inrlx)n-

ing strtc-()1-lh(-ln cqtlipnlcnl. (lhirlcsc

ollici;tls hopc kr ulltlct lirrcign invcstors

to lirrnt lrtcr i()int \cnlurcs lhJl \\'ill
prrxlucc higlt-enrl prrxltrcts lor cxlxrrl.
-l\\1) (;(nllxn lrrcNing conglrntcrltt's
Itarc :tlreltcll' li,nllccl joint vcrrlurcs ti(h
(lhioeie cnliti(s to lrr<rlucc txprrrt<1ttal

itt' bcer trl ,.rrnrlrctc \itlr 'l singllt().
(llriIH's l'xst'knorvn liqtlid (rl)(nl

-1Ui

ll(n ( l() xpProxiorltch S00

l)rc\\'(,rics. (lllinrl has cntcrgcd ls
lllc \\1)rl(ls s(c{ )n(l-litrgest hecr

nlrrket ulier tllc t'rlitc(l

or t.r:rlrrrnrilnt'c r rl sLtppliers
(lhiIttst lrt'cr tlrinktri hlvc [rc-

conc incrclrsinglr r ltr:tln1 crrn-

strr cs. \'ct, despitc

nr(rslx('ls of 20 pur'
ccrrt irnnrrll grrxrllt in
t()t!l \xlcs v()ltl,nc
()vcr the ncxt Iivc
ycnrs. (lhina s bccr in-
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l8l8NSt.,t.tw S'ril€ 50O
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Fal 202/833-9027,
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PRINIED IN IHE USA

llp Chim usinas Raric.t wCconra oaider
hom alridc conrr;b,.rton. Monui<riprr 3uhnil.
tJ ftr conddarution $oold be lcnt to thc adi-
tr:r ot thc oddress ohovc. The Chino Euriness
to.um rcloinr oll rbl'tr b odi(l.. ond ort'.roa
publirhcd in lhe Chino Businc* Rcvic*.
Adicllr or ortvort publirhsd in Lr. Cfiino
8urir.!r R.vi.v moy bc rcprintcd or rcpro-
duccd only with ih. wrinln permirion of h€
Chino Surincrs Forum. Articlar in Ih. C8R do
not rrf,cct Forum policy, unlaslndicotrd.

lh Chino &rrinerr R'i..',.|SSN No 0163.
7169, ir poblirhcd bimonthly by tho Chino
Busim.t torum, l8l8 N 5l, t{W, Woil'ingbo,
DC, 20036-5559, US,A IIcl: 202la29.03401,
o nonpro,ir orson;zorion incorporotcd undar
ttra lo*r ol OCc-ore Se<ond clor3 rrortoqc
poid ol Worltiisbn, OC, ond oddifio"ol moil-
ins ollic6t. Porhorlrr, pleose 3and oddrcrr
cfiorrga to lln Chino SoIi'..' nd;rw, l8l8 N
Strosi, NW, Suils 500, Worhington, DC
20036.5559, usA.

@ Tha Chino 8u3in6!i Forum, ln ., th€ o&-
cotionol ond .esoo.ch o.- ot thc US-Chino
Burinorr Council, 1995. All rishrt ru56ryod.
lSSl.l l\1o.0163-7169; USPS M. 320-050

Annuol rub:criprion rotos $99 US/Conodo;
Sl50 inrrnotionol. Sinqle copv 'rrusr: t20,
oirmoil i25; irrusr ovor I yr il0, oi'moil
312 5O OC raridsrtr odd 5 75l, iole! tox

All <ommer<iol inouiries ond
renewol/purchose orders should be

sent to the obove USA oddress.

SHORT TAKES

Hole tn ne
Shenzhcn is x't to host the lirny-firsl

Vl)rld (irp ()f G(rl in Norentl^-r irt tlrc
\lirrion Ilills GolI (ilul) in Gurngrlong
Provintc. (iolf is llst gaining poprrlar-

ily in (lhinx. An cslirnare(j 5(l g{)ll'
counics-J0 in (;rritng(k)ng akrnc-arc
sllterl to lx built by thc 1,eal J{)tX).

Reoching Out
5rn( r' (:l)rnir hr(l .lnl) .l.l- nr.rin t( lr-

ph,rnt lint. pcr l{x} f,er)pl( in l'})i.
frc(lucnl callers in Chinil arc finding
()thcr \\'rys to kccp in touch. Rclxrrts
sugl.l( i't tlr:rt lh( nunrhqr rrl nr()lrilc
phonc rrrlrxrilrn in China u'ill ncarly
rkrulrlc lr()rrr I 57 nrillion rn l()(r.r l{,
rnor(, tlrrn -3 nrrllirrrr rn l9ai 'lir :u-
cornmothtc th( increase in rnohilc
ph()nc usc. Chin:r s Ministn o[ Posts

lnrl l't.lcurmmuni<':lli()ns has cslrl)-
lishecl ln rffir'ial o;rr.rting protrrol for

nxrbile phonc cornnrunicirli(,n and is
[unhcr lesting trJnsmissions and re-
(civing !{tuifrmcnt.

Bod New's
for Smokers

ln(rcJsinla health care r-r>sls <luc to
srnoking-reletc<l nredical pr<>blems

huit pron4)t(d (lhincse frcdi(al a$so-

ciillknrs to en(()urugc thc E)v(mnrent
t() lx\ cigarcllc pr(xlu(tiorr. A(ording
t() J rcfx)n h! thc Chincse Acadenrl'of
I,revcnr.rtive Mcclicinc. roqdrly Y27 hil
lion is spcnt:rnnrrallv ttr cover mcdiclrl

cxlx.nscs firr snrtfiing-rela:ed dist'irst's

and decreascd s orker productivity.
'l'ltc nrcclic:rl ilss()ciali()ns hrve sug-
gestcd that lhe rcvenue fn,m the ciga-

renc tax he usccl ro fun<l education
cxnrpiigns and Jnti-sm()ki0g ac'liviticli.

China s smokcrs curently numhcr ap
pnrximately J50 ntillbn.
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Dili Xiangl()ng lras rcplact'd fixccu-
tivc Vi(e Premier Zhu Ronliii s ll()ver-
nor oI thc l'e()plc s l]xnk ()l China
(PBO(:). the counlrys central hlnk.
The _June -10 announccmcnt u'ill likelv
nrean thlt nla( rorc( )n(rnic lnrl ntonc-
tary poli( ics will hc pursued scpantcly,
\trith Zhu retlrining his responsibilities
lirr StJtc cronorrrri planning rntl Dni
presiding oi'er nronctary policy.

Dai, a 5o-year oltl nativc of.liangsu
Provin<c. had scrvcd ls t'll(Xl vice-
goYem()r since 1993. I'rcvious to ioin-
in8 the PBOC. Dai was general nran-

agcr ancl vice chairman of the lJlnk of
Connrunications in Shanghai ancl vic.e

president of thc Arlricultural lhnk ()f

China. As PBOC g()vcmor, Dai inhcrits
a tw()-ycar-old Justerity cr nlpa ign
,rimed rt reducing specLllative invest-

nlcnl. cxccssilr nroncy srrpply grorrth,
lnrl intlation. I)li ruill l:rce thc chal
lengc of relying nrore he.rvily on indi-
rc('t monettry t(x)ls, su(h ils inlercst
rilcs, l() runllgc ec()nomi, gnruth.

Zhu lssunrecl lhc I()p l.()sit()n at the
l'U()(l t$t) ycrrs a!i() in thc rnidst of an

r,r't,rhr,.-r l(d c('{)n()my l)uring hi\
tcnurc. Zhu altcmpted t() chrnge thc
lxnk tiom a politically (:rivcn institu-
li()n into a nrore cfficient central bank
l)y clirninating thc special currcnca lirr
lirrrigners. intr()ducing currcncy mar-

kr.ts. and lillenrlizing tht, hunking x.r-
t()r. Zhu's rcsistance to pleas from rc-

gionll of[iciuls t,) c:r\c crq(lit
r(strictk)ns that \\'ere pan of thc auster-

ity ('.unpai!{n. however. glincd him cn-
emies ak)ng thc way.

-KAS

th nqazirx 4 t* ttsdniao &rtrcg cooxt
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r(.(1inF. lr,n|l l\,r l).r\\. IX
I \\'.r\lrir!ronlrusl,c..rlrur'.1
I 

- 
rrnt[r Llrt' lr{,r,r(.il }ul

\r/ r.',rttt,,fll x (ls (1r1,\\\('. A\
.rn .r;:pr,,.r,'ltir rg lrrrrrr.rnr' 'lillrtlr .trr.
the sog,1v 1rir. s( )l)h ii'li( .rted \v.li'llingt{)-
r'riens rlrkc tl)eir rrr()\'c {)trl ()l l()\\'t1.
(:, !r))-r(,\\ lr.i. lt,,n(' lrultl( l lrt l'rr.r
<lent is rrr his *at to thc ltotkies. ()nlr
sad-cyr'cl n<'ucrrnttrs likc ntt rrncl rttl'
lltnrilt st;rr' ()tt. ()ttt' slttlllllcr \:l('illl(nl lll_

re:rtlv r.rrntludc<|. tllctring on tltu olcl-

tirlrcrs \\ is(k)nr: lcuvt loNn in Atrgtrst,

not -lr.rl1.
(lhinrr i. ()ll lhe lfinll Pxgcs xtl(l g{)nc

lrr)nr llr( rlrshll\ ln \\\ I )lll\' l)l( P.lt rl,iln\
li)r thr ul)r()nring Ii\ Ni) cns (inllir-
c'me in Ileijing ripplt tllr. surtrrt't'.

The mercury rises

It s bccn a suntrttcr of (1)ntritsls. ln
ruricl-.lrrl1,. thc L;S-(lllinu llusincss (1 )trncil

rves in lrigh gear to cleli'nd (lltinit s lu()sl

I'.1\'()rL,(l \.rlr()n (Ill:\) .l.rlu. l'r(nrr (i,t)_

gresstrn.tl cl'lirns t,, tttrrl,, il. 'lll( slrrng

,,l in( id('nr\ tlr.rt lrr,,rtgltt sc\r't( l(nsr('n\
t() I Is-(ilrinx relatt)ns hctwccn trh.v tnd

.lulr'-thc Lee Tcng-hui visit. rc( rll ()l'

Chini s xnlbassrd(rr, ntore runtors <l[

Ohincsc prolifcration of missiles lnr!
teclrnolrgics lbr rvcalxrns ol rrrlss cle_

structtrn. r'ancellati()lr ()f inrfx)nlnt L's-

Chinx ncg()tirli()ns. lnd lhe:rrrcst oI US

r rri/(rr llurry vu-l)ul Jnllr) (:lt,n.l is-

sues ()n the deskt<Ds o[ t]s lcgislators
just as thcy preprrccl to votc ()n tllc res-

oltrtion of rlisrlDrovul (}l l)n'siclent (llin-

t(nl\ rcnc\\lll Ut'Mlr\ \l:tltt\ ti)t (.lltn.l

l'i)' thc thir(l $e'ck ol .Jtth'. kt'r' (ixrnr'il
sl:ll-l menrbcrs \\ crc l()0 l)crcent r'n_

gugtrl. rrx,lrrliu rttg tttr'tttlr.'r .,'tttP.ttti, t
str.rtcgizirll.i Nith allies in tllc br.tsincss

a(nDnrunil\'. tnr({i,rg N'ill) legislat()rs ln(l
tlrt rr 't:tll.r. s'rilirtg rrlxl.tlt. rrn(l I),)\rlxnl
1'lrpcrs. ancl nlilking lh( r'rsc for rc-
s(ririnl and solxicty trt tltc ntctlia, in ot
(l(r l() averl u trait;r scthrtck in LIS (llrine

rrrnrnrcrcirrl :rnrl cliplornati rel:ttions
'l ll( ( ,lnll).lllln ('nLl( (l \\ llll .r ( tlri(,us

.trrtrilitrr.rs, llk lk)tl.r' l' Il(l1l(sclllilll!(\
prtscnctl J\lliN l)n.luly 2{) $'ilh nt: trlc rtt

.rll Instt':rrl. lirolx,ncnl:' r'l tlrt rr's, rlrrtiort

of clisepprorul :rgrcccl to tukc the lcgish-

tron off the llxrr in rcntrn li)r thc in(l(r-

sion ol a scrics of cotnpllints eglinst
(:l)rn.r's lr,lllr,x,r in .rnrltltcr pierc ol lt11rs-

hrion. tlrc (lhini I'oli() A(t ol 1995. A

rvnlc-rlrngrng \t'l(cmcnt,,l lhrust tlis:rrtis_

lr(tr()n !\'ilh (lhina s dertrclnor autht:rcd

hv Intcrnali()nxl Rehtions Asia-l'lr. ilic
Sul)c()mmitlrc (lllxirnrin I)()ug [lerculcr
(l'l-NE), the (lhin:r Policy Act Passtcl thc

lk)Lrsc alm(rst unanim()usl)'. The hill lists

the Houses obiedk)ns () Chinas lthar-
ror und cllls ()n the Prcsidcnl to us!" in-

tensified diplrrmatic iniliiltivc-s" to Pcr-
suacle thc Chincse govcrnnlcnt to tncnd

ils $'rys. Tlrc hill certainly s()n t cndcar

Congress to thc Chinesc lcaclership, hut

the languagc coulcl lravc bec'n far
w{)rse-il t ould have callccl lbr nruch

m()rc intcn'cnti()nist nrcisurcs, as in thc

I n

The Chino Business Review September'October I 995

TETTER FROM THE PRESIDENT

le
\

i

Tensions in

US-Chino relotions

owoit cool-heoded
resolution in the foll

6



ilpprovxl ()f (\)ndili()nxl M!'N slxlus in
r99,1.

The Scnirtc has yct to ltkc rcli()n ()n

tlr(r CllinJ li,nt. rnd it ii'nt clcur. rltrring
lhe Augusl reccss. rvhethcr it uill ckr so

in the fall. ,t c(nrrp:rni()n hill to llc'rcr.ner's
(;hinir I'j()li(y Act could enrerge ancl take

on sonrc of the noxiour' provisirrns al-
rcudy in tltt ll,pper tlt.tt .rrt l,x,krnx li,r rr

legislatire lrorrrc. In -lul), thc Senrtc <lc-

rrrltd n,,t t,, t.rk( up-li)r n(,\\'- Jlr( st:rl('

I)cpxnnrcnt Authorizilli()n hill. ntirlr un-

trl llr)u lr.ls It'ctr tltt rcltitlc [,rr .t rric.
oi inflrnrnr:rt()r\, pr()r isi()ns linrccl :rt

(;hinr- \tr c ll scc in tlx. lutu ln q'hcrr thc
scn c g()(s ()n (lhinr lcgislxti()n.

l\lelnn hilc, thc firsl siHns ()l- ,ttt)\'('rr('nl
rrrrt of tlrc t S'Ohine dccP licczc un dc'
tc(-lill)lc. Ille rrrcetinq ()l'lhc I S sc(rct n
,,1 \l.lt('.Ixl tlr(. t ltittt'.r'l,'rLitn rtirtislct
in }Jnrnci ilt lc':rst scenrs t() l1:lvc (xosed

n() xd(liti(nrrl (lxmrgc. \lrclings irt tllr
rrnclcr scr'rclurl ()f slalc lcrcl. ciln(( l('(l
l)\ CIrin:r ultcr lhc [],ritu(l Stirt('s:rn
rt,,ttttiul it. r[.risit'rt ,'rt l.cr' 1t'rtg-lttri s

lisit, havc lrc,n reschcrlrrlerl. A (\)Lll)lc (,1

sizteblc Sino-r\nrrricltn lrttsincss dt ltlr
hlvc appurently jellccl in thc nr(lsl ()l rhr
cliplomutir r.risis.

The fies tfiot bind

Are \\'c ()!rt of lltc srxxisT I sus1rccl

llle irnswcr is n()t tcl. llilrO'\vrr r(j-
n)uins in iril-:r lighrning rorl lirr tiS
(()nccrn:i. l)()llr Drin(il)lc(l lnd olllxrr-
lunr\li(.'lllc l'RL a,,r)lir)urr' n, llc\ il\
rtrilitan rtrrrsclt .lt l.u\\urr. tc\tirts rtli\.
\il(\ irrl(l ('r,rl(llr(tiog tr.rr.rl crtrr'i:.t :.

cirsc to llrc islancl. 'llrr. 1-xrssibilitr ol
lr nt( )\\'r rd. nredia-rlri!cn nrisfi)rlullcs
clrrring tlrt' ul)c(nninl{ \v(nDens (:(nrfcr-

cncc. c()orl)l(tc !vitll snill()!'cr int() tl)c
grlitic:rl arena. is r'cn rt.ul.

Ahcrtl lies. I lxrpc. u pc'tirr<l rrl <urclitl
lrttrklrng th,srt lr,'rtt tlrt' ltrrnk,,l scrrotts

conlnrntlrtion. 'l'he gl:rrc of the $rrrkls
nrcclia, ulrtn l'rrusc-cl ,rn t S-(lhinu rclx-
ti(nrs. n({ ()nlv illunrinatcs: it lrlso rrrn
trihulcs I() :r kincl of nrt'cliu li,r'cr-g<xrrl
li)r'lV (ltingi, hut tcriil>lc lirr reusonctl
tlis,.orrrs< l)( tN( rn tll( t\\r) ('our)ln( \.
V'hat is ncttlccl n()\\' lr()rrl lrrxlt sitlcs
rre incrcrrcnlal cfli)ris l() builrl lntl
slrcnl<thcn prx(ticxl lir]ks. lJusincss (()n-

t:l('ts :rrc thc kcr to this lltrilcling
pr()cess. l)ut ()thcr li)rn)s of cnglrgt,-
r)lcnt-ir(-ir(l('mic grrtllerings. au lt rrr:r l

ln(l arls l)r()grilnrs. scienlific xn(l intrl-

lrctu;rl cxchxrges, ilnd :()urisnl-nrLlsl
again plel thcir (r)nstructivc r()lcs, :rs

thc!' hrve sin(c n()rnrlrlizirti()n ()f US
(llliDrr reLrtk)ns iir 1979.

We operote in

the context of o

history thot we
ignore ot the expense

of our notionol

ond commerciol

interests.

A sud(lcn, l)()l(l gcsturc sill not rc-
sl()rc II)c ull(rc(l lll)ric (, l 5-(:hinr rc-

l:rtions, and it is lixrlish 1o lyrl^- lirr suclr

nrilrcukrus salvlrliolt. lkrtlt si(lcs orusl
lrrrirl prrshing ca<'h othcr's ltrx lrtrt-
knrs. :rn(l inslcl(l rcbuil(l tnlst xnd c(F
()pctuli()n thr()Lrgh p:ltienl. rDulli-tilcete(l
cflirns.

'lhis \\'()n t lt c:rs1,. Tht' ('( )nsistencv
(,1' r( p(,rt:' tht'.t rlrtr'. tll.rl rrrrrnv rn

China-leuclcrs, intellcctulls, und peo-
plc in gcncrel-bclievc tlrc Ilnitctl
Sllll(s is c:lming ()ut :r cxrrrpxirlr t() c(D-
Lrin rnd ()plx)s(.(:hinx suggcsts lhxt tllis
c()nspir c) thc()n' rnirv hlle attaincd thc'

stulus of a grliticrl linc in I](ijing. ll it

ltir: ir('llr(\'(d :'rrt lt .t.rtrrs. ll\'n \(,rll( in-

fltrentirl (-hintsc figures prolxblv no\
lr.r\(j .r \r'\tc(l int( rc\l in Pr,,f,:rg,rling
su(Jl x l)evil 'lhcory'. -flre tTr)itc(l Statcs

$'ill Dot I\\"ist itscll int() knots to clis-

alrtrsc lhosr-' qlvr rcltcl l S l)chlt!'i()r nF
\\rr(l (lhinJ so rhrklt'. no nrrtttcr ho$'
nris(lircctc(l thrt rt'a<ling nriglrt lr.

N1()rc()ver. ncitlrcr ellirns k) s(x)the LTS

fx)li(\'rnrkers nor t:rmpeigns of blustcr
,..rrr 0lrx'ur( tll( r(lrlil) tll:rl llx ((r( i\-
srrc, in tltr. r(((1rl l 5-(:lrin.r irtrlrroglio-
tl)c l)ll(; l':ri\\'1lr'r rclutionslrip-is bcyonrl
trS (1)nlr()1. Vashington tln rn:rke thc
Irixngu lr r rrlxli()nship drlllrxtic llv
worse, bLrt \Wilslltt8l(m cirnn()t Llftrmilli-
,':rlly rntPlrrt'it li'r.rll it. (('xtuirl llirri'i
ncss, thc ()ne (lllinx B)li$ csPousecl in

l()-..: :rr(l l'.,-() r,llirtcl ('rtc k(\' rinu(: rl

lxruglrt timr li)r lhc t'nilc(l Stirlcs an(l
rh( l'll( (llrrinB ulu, lr tlrt (1,Il]l)llrnisl\

rrncl the Nationalists nriglrt resolve re-
nr:rining issucs ()f thc (:hincse civil sxr.

lhe cxistcnc'c ()f r I IS ()ne (-hina pol-
icy itscll cl<r's n()t fi\ ll)c I'RCrlxiwlln
nrcss. lrtrt intcntional or c:rstral ahlrndon
|llcnl r,l tll( ( )n( (.llrnir lirrrttrrl;rtrrrn
sccnb (cflxin to nrake things rlorsc all
:rnruntl. Vhat nrattcrs rl()sl is lrou the
l)llO xn(l lri\\,xn dclll u,itlr erclr ()thcr.

l'{lliticll rlr;rrrlics in lx)th 'lui\\'an, \\l)cre
tllc firsl (li(('l l)resi(lenli:tl elccli(nr ii scl

lirr Marclr 1996. an(l tlr(, l'RC. \\hi(h is

rr Irer rlv p:rssing llrr()Llgh lexdrrship
tlrangcs ol its osn. rrrulcl stimuletc tlrc
t\'o siclcr (itlrcr l() 0n)r( rcelistic encl

I)cilcelll r(v)lutt)n ()l th(ir disl)ulcs, ()r

l() gri].rlcr Ir()stilit\,. l:itl)cr $:r1'. tht'
I'nircd Strt(.\ slroulcl ur'oirl ltcrrorirrg u

tunl in sorrr'lxrlr clscs han<I.

Bridging communicolion gops

rrr rrr' l,rlror ('n tlrr,' glt tlr(, (lui(,1

.,\Lrgust. l\\'iriting Scptcrttlxr s ith ltr rpc

lrntl trcpicl:rti()n. llre lls l)usincss ((n]l-

rnrrnitl hlrs k':rrncrl lr nrrnrltr ol inrlror.
t:llrl lrss()ns in thr l)xst cotrplr ol'
,n(nllhsr nrrn(h. thxt \\c ()l)ei.lte in lllc
contcrl of x llist()4 lh l \\'c ign(nc rt
tl)e expcr)sc (r'()ur nllti(nrJl xn(l ((nr)

orrrcixl intcrcsts: thlrl tlr( rcrlilies ()l (k)-

ing lrrrsincss \\iIll (lhinl ncccl lo he
conret'ctl nrtrr'h mort, clclrrlt' to lal'-
nr;rkersi errcl thxt \r,ithin c()rp()rllli(nls,
< losc linkrrgcs trctscrn (lhina-l:ascd
()Jx,rilti(nrs en<l t S hasc<l lxrlicr pt,rson'
ncl lrc vitrrl.

'Ihe lrtrsincss c()n)nlunit) s (()n(cnl
lh:rt il \\ill li,cl rnost Painlirlll tlrc clli,('ts
,)l I \ ( lrin.r P,'litir'.rl r,,rrllirt i. ltlrtr
flLrlc. A nr(rrc p()sitivc u'lr! k) \'ic\\ thc
clilficultics ol' reccnt rrrrrntlrs. Irour'vcr,
is lhrt llrsirtcss ttralv lrlrn (\rt t() l)c thc
ktr' .rlcnttr.'ol rtr'orr'n lirr tlrs rel.ttirrrt-
\hil). ll. ls I hope, tlrt, inflxIllllrirtrlq'
rllrr()ri(- xn(l EnrtLrir(\rsl)' olli'nsivc gt's-
lurcs ('tn l)e lrrotrglrl rrncler c()ntr()l in

lxrih cotrntries (.ldmitlcdl\ x t:rll ()r(lcr).

rund tlre lrrick-lrr'-hrick rc.()nstnlcl i( )n

:rn,l rnl:trgt rtr'nt ,, l'\{:lrn:r r(lirli()n\
trrn <lrtictly l)r()(cecl. I sce ! rcal cllrn(c
th.lt l)()tll cr:rrntrics uill bc clrgcr lor
lnrsiness rcl:rtions lo hk:ssonr rnrl lt'lrl
ll)c rl'dv h)^rxr(I. 'lhis is lrrr<lll guararr-

tcccl. lrrrt n(itlrer is i( ir l)ipe drcxnr. ll
lrntl u'hcn tlrt, grlitical (,lrtir()nrDent pcl-
nrits businc\s t() trrerk tlrt, treil. t S trrrrr-
p:rnies slrrrrltl hc rcucl\' lo ntoT'c <lcci

\!t ( l\ ti 'n\.rr(|. t
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Countering Ch ino's
Procurement Offsets

I Robert F. Dodds, Jr.

The GATT

Provrsrons on

procurement could

help US componies-
if Chino ogrees to

comply

r Robert F. Dodds, Jr., o groduote of
the Georgetown University Low Center

ond School of foreign Service Mosier's
Progrom, hos lived ond wo*ed in

Chino, mosl recently os o commerciol

ossistont lor the US consulob generol in

Chengdu. He is the outhor ol severol

low review odicles on Chinese govem-
menl procuremenl proclices ond Siole

enterprise reform.

Ilrr. (-llit|Ljlc r()\crnrtt('rrl r\ (x-

I t*,,.*t t, sp(nrl ,rvrr \l rrilli.)n
I lrr tlrc vL'xr 2oolJ rrl inl'ril\lr'lk'lttr(
l ,,,t,rr, '.. ur. ,r,r. rn(iLI(lrrlg I),)\\(r

nllrrrt:.. lrrrllts.n.. irlll l(le('(nrrrrtlrni('.t-

ti,rns l\r, rlrrrr. I : tinrrr ll('prns t{, Prrnirr-
pate in thcsc projc(ts nrxy llntl it rlilllctrlt
to <lr so rrnlcss lhc lrS qovcrnnrcnt l)tlts
nl()rc l)rc\strre ()n (.hinil l() siSn lhe
Agrccnl(t)l ()n C()\'cflln)cnt P()cLlrcrlttnl
(Il)c Agrc('nrcnl). I)ut cven il tls ()lll(ills
\u((1(,(l t (1)rr!ir)('rrUi llciiinB 1,, .il:ll.
thc Agrccmrnt s .()\'critge linlitrtir)us.
sptciul pnrvisions [i)r rlcvcl()Pit1g c()un-

tries, iln(l l)()lenti:rl crttrplilLrrcc clillicttl-
tics rlill rnrke it lcss th:tn n tirll prtnacel.

\\'hilc il hlls 11()l xtttu(le(l es tttLttll :tt_

l(ntxnl Ji\,rlll(r (rl)Prnltttlrlie'i irl tiltrn.r':'

rapiclly ghru'ing c(\),1(nDy, g()\'crrllllcnt

l)r()crlre,ltctlt is clc:rrlv e lLlcritlivc s(](1()r.

lilrcign c(nrpllnics;111q lp1n lllou ed

to birl on srrrnc or:tior projccrs. ir'trltttling

1l19 ongoirrg (\mstnr(li()n ol thc -lhrcc

(l()rgcs l)lrnl xn(l l)r()iccts spot]s,rretl by

tlrr, \I'orltl Iilnk. Asi.n l)evcl()Pnlcnt
llunk. urrtl ()lher I(n(ling igtn('ics lhilt
r-cquire inlern!lir)nill (\)ntPctiti\'( l)i(i-
(iing. Il)$cvcr', lt Iltrgt pcrccnl:rgc of
t,,\(rr)rtl(nl l)rr\'(lr( rl)( nl is nr,l .rrrcsrr_

lrle to lirreign vcnrirrs. Iftrrtrx'r'r. *lten
li)rrign (\)r)rpxnics (l(, l)i(l on g(^'cln-
nlent l),1)( ut('rllcnt conlfttcts. lltr.'y ltr'e ot]

l(n r((luir(d l() (()ntrttil t() ()ll.\et llle
relue rrl tlrt' c(nlrJ(1 lllr()Ltgll tltc I)ur_

rfiusc ol (lhincsc grxxls, thc ust ol'kxal
(\)nlcnt. {)r olltt'r ttttrtrts. lirt t'xlrtllple,

inli)rnrxl sludics l)\' t ls rrlhirssy ()mcirls

in llcijin!{ hxlc lirr.rnd ()fllscts to lt pcr-

vlsivc in hychlporver an<l ltircrafi pro-
(\trc lcnl.

Toking on off:as

Altlrough thc l'llc c()ul(l uccccje to thc
(;cnrrxl Agrccllrcnl on T;rrill.s lncl 'l radc
{tiA'l l) \\orlrl 'l'r;ldc ()rfiJnrz:llr(,n
(V"l()) $ith()ut signin8 thc Agrccnrcnt,

thc Llnited stxl(s has ilskcd (lhinx t()

sign ls pxn ()f ils xccessi()n. 'lhc Agrce_

n)enl \\'()ul(l lirrte (lhinr l() ()Pcn nl()rL'

g()\'crn lent (()ntftrcts () lirreign hidclcrs

lncl contrnil itscll to the rcrttoval ol t:ll--

stts. !UlriI tll( (;AlT ulh,rrs l:tv,,ritisttt

of krul inclust4 in govcrnlucnl Pr(rurc-
nlcnt l)\' e\pli(illv cxenlpling Llovcrn-
n)cnt pr()(urctttcDl contrlcts frorn tltc
rrrrt liATT,rl:ligrrtion ('l tn)n(li\(rirl)inx-
li(n xgrinst rnrponcd gtxxls. tltc Agrcc-

Il]('nl .rinr\ t() fill tlris gJl) l)\ rcqtririnS

n( )ndiscrinlinxl t )n in pr()('trrcolent. Il()$'-
cvcr. unlikc !n()st othcr (iA'll cotlcs
u'hiclr sill becoore nuntlltorl lirr ull

u'll ) nrcmltrs, llrc Agrcenrcrrt \\ ill rc-

nlrin rrrlr.rnury tven alier tl)( Vtl O l)c
trrmcs lully ()l)('rrti()n.ll in.lxnuilry 1997

lsu"lhL, CllR. Ilrr(h-April 1r95. p.l6).
(l()nscquentl\'. ()nl) c()untrics tllxl
r'lroosc to sign lhe Agrccn)cnl ntttst
rrrrnply rvith it.

'I'lr( AFrccnl('r)t lirrbitls ol1.scts. <lchn-

ing tltcnr ls 'lrl(llstrrcs ttsc'<l lo enurttr_

;rgr. krcll dcrckprrrenl or intpnrve thr:

blrlant-c<rl:1:rtyrncnls a(c()!lnts llv ntcttns
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of (l(nDesli( (r)nlent. lic(nsing ()f tccl)-
n()l()8y. invcsln)enl re(luir(.tnents.
c()Lrnler-tm(lc 1)r sioliltr requircn)ents
Ofl.scts lrc clcfinecl lrroadly t() prevcnl
govcntntenls lrom converting an cxplicit
ol'lsrt progr:rnr such ls I loc'al srrlxon
Irrding re(luircrnenl irrl() hid(len ()fhcls

such :rs projelt-spccifit agrr",cnrcnts to
devrlop l<rel tcchnologf in rctrrln for
pr(x]Urcment (1)nlmcls.

Tlre langr.uge of lhe Agrccnrcnt pnr-
hibiting off.scts is also hrold It statrs
llr:rt l.l{,\canr)l('nr cnrili(:' sh.lll n(,r "irr-
p()se. scek, or consirlct ()lhets. llv pr()-

lril)iting g()\'crnnlcnls [(rnr sccking or
corrsidering ollscts. tlrc Agrcentcnt for,
bids therrr frortt pressuring f<rreign com-
panics into ouking ((rl(cssi(n]s lhat alrc

n()l rcquire(l in the biclcling drrumenls
ancl tioru l-uvoring tln)se c()npanics thrt
offcr such (\)n(csst)ns. [i)reign c()mpJ-
nics nt:r\' rolrrntlrrilv slnr('turc tlrcir hl|\i-
ness pl;rns to ltelp thc procurinlq coun-
try's l)ll:lncc of paynrents or loc':rl
incltrstrt. Nonethelcss. a govcrnnrent
thal rc\t'ards srrch voltrntlry t(ts in thc
hi(l(ling p(xes\ is nx)st likely \ i()lating
thc ASrccnlcnt s prohibition Ngainsl con-
sidcring of},scts.

'fhc Agrecment rls() requires thxl
grxxls. sen iccs. and contnrcton o[ other
pxnics ft) the Agreenrcnt be rnlitlcd k)
treatnlcnl no less fuvorable thxn that
gilcn t() donrcstic ()r any otl)er g(xxls.
sen'i(cs. an(l (-()ntritcl()rs. It nllrn<Lrtcs
ol)Cn .rnd tr n\p.rrent nrucur(.nr(.nt. in-

cluding prtxrrpt publicltion o[ lll pro-
curcnrrnt rulcs rn(l rcgulati()ns. It als()

obligales memlxrs to providc mecha-
nisnls li)r d)trining bid rejccti()n expla
nJlir)ns Jnd lirr thc hturing lncl rcvicu'
of c(nrrplaints.

Thc Agrc.cnrcnt cuncntl)'has lf signa-

torics (including 23 c()unlries. since the
ELrr()pexn Uni()n hxs signcd us onc
menrlx,r) xnd J.r obscn'ers. including
China, that hrve n(I siLncd the Agrec-
n)(nl l)Ut nrilv.rllenrl rnrl pJnir'il).rtc In

Agrccnrent nrcclings cven though thev
rftj n()t all()$cd to vrrte. The Agreemenl
w'as expandcd tluring the l'ruguey
Rouncl. resulting in the olx,ning to imer-
nnti()nirl bi(iding of an estimate(l 5350
hillion per year of govcrnment contracts.

Thc ne$, Agrecn'lent rcplarces th!'crrr-
rent Agrcemeol rnd is schedulcd lo go
int() el-fect exrl)' next yexr with I I c()n-

tracling p.lrtics. The nc$ Agrcemenl

c()\icrs r)1()rc l)r((\rrcorcnt lrcls. inclucl-
ing sc,'viccs ancl sr.rltcrrlrrl govcorn)enl
pr()(rrrcnrent Aftrl)x. Austrllliil. Lic(hten-
slein. Ne$' Zrelanrl. :rn<l Illi$xn :rre xll

The Agreement

wos exponded during

the Uruguoy R d

resulting

oun

the

antl nrcrnlx'rs har'c ornittctl llte rcl(\'rnt
I)r()(LrrinE entili(s l'rrrn tlrt'ir lrnnexcs.

In olltcr arc,as such ls scniccr :tncl
srrlx_cntrrl gorcnrnrent pr(xurenlrnt. lhc

l)llnics \\'-crc xhlc l() neg()tixlc c()vcfilgc.
lrrrt onlr'<xr thc hilsis of \lri(t rccipr(r'in.
l)up.lrunl.l [r r ]lrrst lr,r\r'r(.(l \.ltr(,n
(lllfN) lrcxlr)renl. I)irnies di(l not (,xl(nd
c<;irallr' Ilrorablc, lrcltr (rnl l() xll {)tlrcr
nrcmltrs. \Lhcn lh() fi)un(l thxr thc ()1-

li.rs ()f ()ther pxnics wcrc nol lrs cornplctc
:rs their (^vo. thcr rc<lucc<l lllcir ()tflrs xc-

t'ortlingly. on l onc kr onc basis.

An(nllar lin)il t() thc Agrccr)rcnts (\)!er-
lrgc is thrrt onlt tlrosc contr-J(ls 1l)()re l
nriniorunl nn)netiln' vlrluc r rr thrcshold erc

suhjecl t() thc Agrecrncnt. l'luesh(r(is vury

slightlv lrlrrn (()untr)- t() cotrntrt' lncl
rirnge ffi)rr 3pprorirnltc11 Stl5.000. or
lJ{),0(X) Spc(ial I)ftr\!iug Righrs (SI)R$-a

lr:rskel ol crrrremics used rs xn intcrnr-
ti()nxl unit {)f itca()unl) for centtrl gor'rrn-
n)cnt supplics to roughly,$.1,26-i.000
(;,lx)r).lxxr Sl)R\r lirr i, rnstnrttit)n rcn'rt.t,s.

'fhc Agrccntcnt also pflrvides sonrt'
;r<lclition:rl leeu,ay lirr dcvckping rrrun-
tries. Ani(l( \r ol thc Agrccnlent l^-rntils
de\-el()l)in8 c()unlrics to nc!l()tiale ntulu
lully ac<c1-ltablc cxclttsions liorn the rulcs
()n n:rti()n:ll tre:ltn)cnt. Article XVI in-
alu(ies ll nlrr()\ ' cxccpli()n li)r ()l]_.s!t usc.

rrll()$i,rg (level()ping c()untrics .lt tlr(
tinre ()[ a((c,ssi()n t() thc Agrcenrcnl t()

ncgotixlc conditi()ns lirr thc limiteci r.rse

of offscts. ()ffset rc<luirenrcnts lllrrvcd
rrndcr tlris cxccpti()n nrx) rrnl,v bc uscd

firr rlualilic:rtion t() pilrticipxlc in thc prrr
curerrcnl p()cess xn(l n()t irs critcril ti)r
lu'arcling contracts. If China accecles t<l

lhc CA'IT,'',)[TO rs a clevckrping country
ln(i. up()n signinS the Agrce,nent. suc-

r'cssfullv ncgotiarcs c()nditi()us f()r thc
trse of ol-tscts. forcign supplicrs could
sce only panial rclief frorn ()11.\cts.

Chirc's use of olfsets

t0flhile otlsets acivrrsely alTect frrreign
finrrs. thcv cnablc China k) pursuc t*()
()l its mi)st imfx)nant fx)lic! goals: cc(>
nomic tlcvclopment and self--relixn(e.
L()cal c()ntent ancl co-procluction rc'-

qLrircmcnts, tirr exanrple. xlkxv Chinx t()
conscrvc lirrergn exchan8c, rnaking it
cxsier t() ply for its many infrastnrr'ttrre
xnd rrr()(lcrniza(i()n neccls. Otfset rc-
quirentcnls in scnsitive intlustries such
:ts lelec(numunicilti()ns en;rhle Chinil k)
clevelop its rxvn technical clpihilirics l()

n
opening to

internotionol bidding

of on estinroted

$350 billion per

yeor of government

controcts.

consi(lcring or hxvc exprciscd intcrcst in

signing ()n t() the nelv Agrcenrent ll'rc
ne\\. Agrcenrent llkrws only GA-11' liTO
menrhcrs or xac((iing pxnics to sign thc
AEr((nr(nt. Tiri\\'.rn is ( r l)c('tc(l l(, i'ign
*'hen it acccclcs t() th(. GAT'I,'\vTO.
Ibng Kl)ng. l nrcrnhcr ()f thc (rlrrcnt
Agreenlcnt. is sc heclulccl t() l)ec()r)e a

nremtrt,r of the ne\\ Agrccruenl in ly)7.
If China uerc to l>cconrc xn Agrccrlrent
memlx,r, il r'oulcl join:ls x signr()ry to
thc nc\\' Agrccnlcnt.

Some limirfions

Alth()ugh thc Agrecnr(nt stri.flv li)r-
bids offsers. it d<rs not rrlplv rr all gor
cmnlcnl contraclir lry panLt s. Only tlxrsc

8()vcrnrtlet'tt cnlilics lisle(l in a mernltr's
rnnc\ lhrt lhc nrcmbcr has agrccd t<r

rnakc, subjeo k) the Agre(:nlcnt rrc c()v-

ered. l)rrring thc nc'g()ti1:i()ns ()\'cr dre

ne$' A8r(cn)ent. pxfiics rttenrptcd l()
cxpancl the covcrege of thc Agrecnrent
lrs llr:rs possihle. Soote significlnt lrcas
()f gr)\'crnmcnl pr()curenlcnt. h()\\'cvrr.
rcnrlin !rnc()\'crcd. F()r erilntplc. l)c-
clusc of Ihc inxl)ilitv ('l the l:nitcd
Stxtes xn(l the Eu()pern I ni()n t() rcxch
rn lgrccnlent ()n the pr,:)curctncnl ()[
Iclcc()nlruunicrli()ns equipnlcnl, this
rrea i:! rl()t cor'trccl bv tlle Agrecnrcnt
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l\1)icl (lcl)cnden.c ()n li)rLiltn equiPn)cnl

irnd te(tn()lo!.i)-.
OtI\clr, l.lll int(' l\\1) (.ltL,lt,,ri(.\: (lirc(l

lnd in(lirc(t. (lhi,rx seeks (lircct ()ff.\els-
tll()se rcliltc(l 1() lhc Pr(xuren)cnl ()r_

dcr-ir't thc ti)nrt ()l l()(:rl ((nllent. tcch

nrrl,rg! tl:rnslcr.:rnrl . r-Irrorltrt ti.n
requircmcnts. In 199J. l)ePertmcnt of
(:rnnn)('rr( ffitr.rl:'.rt Ill(' l s (rlrl).r\\\' in

lleiiing reponecl a prolitlnttkrn of clirccl
(rtliel rcquirements in hytlropowcr pr>
arrrenrcnt (t)ntrt(ls

( ilrrnt.sq othcr:tl:' Jl:',, lr(([rcntl\ itli'i\l
()n vl ()us inclirc(l ()[fsets-tll()sc n()t rc

lutr'd to thc pftx (lre nlcnl orcle'r-*'hcn
g(rnting Pr()curcnrcnl c()nlrlcts t() li)r-
tign lirors. F<u cxltrnplc. t() win itirar:lft

sales ((ntlrtal:\. li)rci!ln tlllnuilclurers
.tr(. ,,1'lc,t rt.qrrrrctl t,, I'tt)' ((rl.lin
ilnl()unts ()l Lrnrclxtc(l (iltinese gtxrtls.
l.ike\\'ir'c. in tllc l)r{)turcnlcnt ()l (liSilJl

s\\'itching c(luipnrcnl. Chinrt lus insistcd

rhlt A'1.\'l xn(l ()thcr lirrcign proviclers
(,sllhlish scnric(nxlLlcl()r' i()i t vcnl(lrcs

ancl rcsclrr<'h insliltlli()ns i (,hin:I.

A tough sell

In ()nB()i11g lrJ(lt ncg()tillti()ns \\'ith
(.llirlJ. llr( l'nllc(i Sllll(\.ln,l ir(l)(r l,t:1fll(\

Chino s sociolist

morket economy ond

huge decentrolized

procurement system

pose o number of

difficulties for its

occession to the

Agreement.

l() lhe Agrccrllent crnttinLtc l() r<1ucst lltltl
(.liinr sig,r thc.\grccnrcnt l\ l)ltn ()l ils
il(.(.cssion t() the (;A'l-f \\'f(). ll(^\crcr.
(llrina th(rs l'ar lrts resistccl \igninlt lhe

Agrtenrcr)t rnd ()tlrcr optional lrgrtc_

nrents lirnnulatetl tln(lcr (iA I'l'
(lhinx s s()ciirlisl Ittxrket (L-(nlr)my iln(l

thorrgh unrealistic. l() cxPc(1 thrtt rlll (llri-

ncsc Strte-r)wned enlcrprises slxluld bc

subjctt to (;A1T g()\'ernmenl P(xtlre-
,r)cnl \lrndxr(l\. Onlv grrvcrnotcnt enti'

ties irc covcred hy the Agrccttent,
$,lrile all othcr entitirs xrc rrrvcred llv
thc different nrlcs of the GA]T ticnL'ml
agreeorent. AgreenleDl signxl()rics will
havc to det.icle \\.helher thev s,ant Clri-

ncs( state<r$'ncd enlcq)riscs lo hc'sui>
je(l l() the Agr(emenl ()r ft) ()thL'r GAI'I
prr,\iiri()ni' ()n lJrill irll(l n()n lJritl l):lrri-
crs (lhina must dccidc how mrrch cor'
emgr it is willing t() ()Ucr-which g()v-

(rntltcnl cntiti( \, s'lriih scrvi,.'c
c()ntr!cts. rncl q'ltat nrinitDtlm sl)R
thrcsllrlcls. Iixisting signit()rits \r'ill Illen
llJ\c t() dctcnrline \\'lr({}rcr lllc Chinesc
()i'li,r is adcqu:ltc cnottgh to Jll()$ Cllin:l
l() sign the Agrecnrcnt.

An()thcr issue t() bc rcs()l\'cd l)efi)rc
(:hinr en sign lhe Agreement is i$ hck
oI a nltionltl pt()ctrrcnlenl llr*'. Vhile
sorre (lhincsc tcnclcnng conrp:rnies, sttl>

sirliarics o[ Stille<)wncd trading (lmprt-

nics lhxl orglnize hiclcling lirr procurc-

rllcnl a()nlrir(1s. have issuecl l)fi r(lrenlcnt
rcguhtions. (lhim lu\ \'ct lo prrrnulgalc rr

nlti()nrl pr()curenlcnt lJi!. Il is trnlikcly
tll.I (lhinx N(nrl(l l'tc lble to acct'dc to thc

Agrccnlenl Nitltrrrrl :t c<xnprchcnsitc Pr()-
curcnlcnt lirw ttral w)tll(l sene ils a vclli_

cle n) implcnxnt its ol)ligiti(n'ts undcr tllc
-{grr(nrcnt f:vcn $'ith r nati()nlll l)(xurc_
nr(nt l.l\\. Pr()\'in('i:ll rnrl lrr,.'ul :trrthoritrts

nrll be ablc l() fldunt (ntral dircctiles rttl
pr(xrrrcnlrnl is thcv hrlvc clons in ()lher

.lrcJs. lltr' (l(\1'rrtrJIi./:llx)n trl' lltrtlt,rrity rrl

Cllinx and lhc $'eekn(ss ol llle (lllinesc

lcgll svstcnr. thc'rci)re. rrisc (()ncerns

(rvcr (ihinr's p()tcntixl c()rnplixncc () llle
Agrcr,l1ent.

As thc neg(nixti(nrs ()\'tr (lhinils nlelll_

lr'rslrrp in lltt Agrc(rtt(nl :lrc rr) Illcrr in_

cipi(:nl still.lc. rnuch pnrgress rcnains t()

lx nrrdc. llrnicullrlv on tltc pen o[ tltc
h(,situnl Chinesc, il (lhinx is l() i()in. lf
(lllinx \rerc incleccl to cornply $ ilh lllc I lS

rlcsirc to st'c il sig,r lllc Agrccrrrcnt. tl)c

PR(l \\1)ul(l bc rcqttirctl l() ()l)tn rD()rc

Lr)\'(1 nmc,tl (-(nrtfllcls t() lirrcigrr bidclcrs

rrnd to cnd oUi'l pmcli(cs. In sttch a scc-

nldr). (lhinil rvottlcl prohltrlv lvitr'll l() ,1(r

u()lixlc c(n'rdit,()ns lirr lltr'ttse ol oll.sc-ts, lls

lxnnitlcrl untlcr lhc Ani(le XYI dcvtlp'
ing a()untn c)i(rpti(nr.

Iixclucling Ist:tcl. no ctrrrcnt Agrec-

rr)r'I1l i.ign:rl.!n'lt:rr rtrrrtsslitllr nt g, rtr'

llLrgc tlct't'ntlalizttl l)r{)(-!racrllcnt

lxrsr e numltr rrf rlilicr.rltics lirr its

(cssi()n l() llle Agrcc rent 'llle bxsi(

rrrr. of u hll a()nslillrlcs g()\'crnnrL'Dt I)r()
('!lrrrlrenl ,tlLlsl lx'rcsolletl lirt (llrinlr ttr
sign thc Agrrerr(nl. Il is (\nt(civill)l(,

Help ng Companies Succeed
n China Since 1978

"We put vedrs (t'a.\'pct'ience und insigltt trt v'rtrk
in plutrning, cgotiution un(l inry)lcmc,ttuliott rs.f-

spe(iJ'i( pro.i(('ts a (l missi()ns."

- Georgc P Koo. Sc.D, MBA. Managing Dircc(or

Fonrrcr: Vice President. Chase Pacitic Trade Advisors
Managing Dirsctor, Bcar Stearns China Trade Advisors

International Strategit Alliances, Inc.
1265 Montccito Avenuc

suilc l()9
Mounl in \4c$r CA 9+0-+3

Tel:.115-969-1671
Fax: .l l5a)69- 167.1
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rtecl ()ll.\ct-trsc pr()\'isi(ms. Istir<l ltas an
offsct progranr thilt rcquires lir(ign ven-

cirrs 1o strlrcontnrtt t() cl(nncsli( llrnrs n

set perccnlx,.ac of'thcir pr<rurcrrrcnt con
tr'r(t\. [:Jx)n ilc(cssi()r1 l() the Agr(.(,orcnt.

lsrJcl n(,g()tialcd J tinrcl:ll)l( li)r the
grrduil r(,ducti(,n ()l those sulxrrntr:rct-
ing rcquircnrcnts. 'llrough lecking e lbr-
n1.rl ()llsct l)r()!{tum. (lhinx corrltl 1'trol'ra-

hl.v ncgtxi;rtc sirlril:rr ()[fsel pr( )\ isi()ns.

Ald)()ugh il ren'uins unclcar whethcr thc
I nit('(l \lIt(i' uill .ul)l),,r1 rlt'vt'l,,ping
countn' slllus li)r (,hirll s (;All Vrf()
l)id, thc t lnite(l Stetcs $'oulcl prolr:rblv
l)e $'illing l(r ncg()tilte specill l(mrs li)r
tlre gr:rrlrr:tl rer]rrr'ti, rn ol (.lrirr.rs oll..(ts
It'cuuse. $illxrut sp((iJl tcnrb. tllc l)R(l
\\1)rrl(l n()l likell l\. \'illing r() j()in thc
Agrccrncnt.

A win-win situotion

Drspitc thcsr rrnrt,solr,ccl issLr(.s. Ihe
Alarecorcnl is flexible enorrgh lo ullorv
rpcci.rl con:.irlt,r.rtiorr lirr Clrine'r tr:rr.ir-
ti()nrl cc(m()nl\'. :rntl ofllrs signilicxDt
l)enclits t() (ll)iDJ. ilr(luding in( rclscd
x(cess l() I()rcign g(,\,crnmrnl I),()curc-
nrcnl lin (ihinesc exgxrners ancl tlte firl

lf Chino signed the

Agreement, US firms

could goin occess to

tens of billions of dollors'

worth of Chinese

procurement controcts

per yeor-the full

omount would depend

on the finol terms of

Chino's occession.

Sllrncltl ol ont I IS clcrttrrrrci li)r llrr l'll(l's
( ntn int() tllc (iATT \\-l ( )

lrr xddili()n. il nl()rc ()pcrl lrncl corrrprt-
itiv(. pr(x'lrr(llcrlt systcrr u,oulcl enuhle
th( (lhincsc (()\'(rnolenr t() l)uv lxlt('r
tltLrlitr grxrtls encl strvic,..s lrt :r lorr',.,r

l)riae. A nx)r( (ltr'cti\( u,r(l hellr'r nt:trr-

xgc(l pr()(-ur( nrent svstcrtt u'orrlcl ltcll'r
recluce <rrrnrplitrn. crrrb the firrnrltiort of

nxrnolxrlies. rrncl irrrulcl gencmllv tirrrc.

Ilte grxcrnnrcnt to bc- ntorc lccountablc.
I'i)r the Arrrcricirn busirlcss c(r1rnlu'

nity. (ihinese ol(nrl)crship in the Agrc,c.

ntr.'rtt srlulcl in(rclse t(-(csi' to one ol'
(lhin:r's tn()st lLr('rJrive nrxrkcts. Whilc
sornc l S business leatlrrs havc lobbircl
the Iinitccl Stxtrs -frrde Rcl)rrsentxtivc
(tiSIR) rn(l othcr ['S trarlc officirrls to
prcssurc lhc (:hincse tu) i()in the Agrcc-
nrent, lhcse cllons havc y({ 1() p(xlLr(c
tungiblc results. If China signecl thc
AgrccrDcnt. IrS firrns cotrlcl ,{xin x(('(ss
to lrns of billions of doll:rrs' qrrnh ol'
Cllincsc pr()arrrcIllcnt ('()nlrlrats per
v(lr-tlrc tirll lrnount * otrlcl cle pe ncl

.n tlrr' ltn:rl t(,nl\ ,,1' (,llrn.r \ .l('('rs\rr)n.
l sl'll s()uraes. lro\vevrr. lLrvc notctl
tllil il is prcr)llltrrre evcn (() l)cgin lir-
nrttlrtting sttrt I)r()jc(1i()ns sin(-c prcs( nl
.,\.qr(clIenI ncg()ti:lti(nts hlrYc not n rlt
\il.l,Ifir.lnt lrn'ur'c....rnrl Iltt.rt .rrr. n,, ur-
(li(ir1i()ns thal (il)inir will sign llle Agrcc
nr(,nl in thc nt.lrr hrtr.rrc. It nrirr. tlrk,-

:r'lll( lrrll(' l',rr \tttcfit'.rrt ('('tl)l):lnr( \
lrrr t cl rrrlh lrtrr,lt'n:t,rnc,)ll\(t rr'(lurr( -

olenls t() l)e ltlrlc Io lrrclrlltc n long
:trvaittrl sigh o[ rclicf. *,

No mal,ter what business you'rc in, D&Bs ncw Dhecl,ory of Key

Manulacturlng Oompanles ln P.R. Chlna can help you pinpoint your

best pmspects in (lhina. 'li)u get the most authoritative in[ormation,
in (lhinese and llnglish. Putrlished by Dun & Bradstrect Information

Services and (lhina Statistics Consultants l,td., this dinctory contains
l7I)(X) manufac-

[uring compa-

nies indexed by

rcgion. industry.

company name

and size. wilh
lB dat.a elemenls

inclutling o 1l6n-

tact information
. Line of busi-

Dun&Bradstreet
mformatronServrces

llB if;tffi?#ao,*,.*p",,,-

lirt'\rrghl l91li I)ur & Brrdslnrl ln.

:,Sp(nial inLmductory
,ofitr. Orde r now and

:we'll send you frce D&BS

: Export Guide to China.

You'll learn
how to trade
efficienl,ly
with business
in China using
obiective
information
compiled
by D&8. This

ispecial olfer expires

iDecemben 31,1995,
:so call and order your

tD&B directory now.

Need new

pr0spects 0r

trading
partner$?
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into China?

ness . Ilmployee size o Sales,

assets and pmnt...and morc,

all fOr iust $.195. To oxler,

or [ind out more, iust call:

l.{100.526.065 r.
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The ins ond outs o[ Chino's distribution

networks hove been slow to improve

Sbphen R. Frewen

the Systemk

ith nrore than one 6ftlr o[ thc wlrld s grpula-

tk)n and vast stretchcs ol inhospitirlrle terrain,

China poscs a complcx disribution challcngc

for todays business ntanagers. Eslinutes rc-

(rntl)' rcfx)n((l in tlrc ,nrrl, a:L1it.t,Uoninq P.a7 stll.{J4est tlul
p(x)r trunsp()nation links in l(D4

c()ntril)uted to thc loss of nurly
Y.t.l.ti billion-rrpprr)xinutcly ()ne

pcrccnt of Chinx:i g()ss (knllcstic

p()ducl (GDI'}).

lleijing s ur1\!illingness l() al-

kr$ suhstantiul lirreign involve-

nrcnt in u,lrolcsitlirrg end distril)u-

tion und the lxck ()[ an xde(luate

trxnsportali()n infrastrtl(lurc
nreens Ihat li)raign invcril()rs ()f-

rt,rr llncl it dilficult to nrrryr their

grxrds fronr the Ixct()ry t() lhe
(1)nsunler. []ntil ore li)rcign in-
volr'cnrent is llklved ln<l until
mil. rrxd. itrrd \tatcr transp()nr_
lion nrte'()rks irrrpr<)vc. distril)Lrtk)n hcaclrtclles will Iikcly con-

tirluc l() plagrrc (ihina-besccl r1x-r.rlions. In the nrclnlintc'. horv

cvcr, grralcr <rx1x'ration rrrn)ng li)rci8n nunulactttrcrs cottltl

lc:'sen tlrc ul,rt.r.lc'. t,' (lli(rrnl rlirlrilrrrli,rn

From here b lhere

I nlit thc nri(l-l9ti0s. \\tcn lleiiing lilxrllizetl lhc (ountn"s

Strte-(()nlr(,ll(d clistrilrtttion c(nnpanics, nranLtfaclurcrs-botlt
(ihincse rn(l li)r('illn-w(rc xssigncd Stat(<)wntcl clistrillt'ttttrs

lnd hrcl little (rntrol ovcr their pr<xlttcts rrnt'c thc grx s lefi thc

ticl()n'. \'xri()us ()plions llillc sincc etrlcr8cd, gi\inB nunufaclur-

ers nrorc contr<ll ovcr how their gcxxls arc truns;xlned lnd mar-

keted (.sce p.l4). Ncvenheless. l)ccause m( cmizxtion of Chinl s

infBsiruclurc syslelr lags behind <rlher econoluic Priorilies, dis-

tributi()n through()ut Chifla is still diffic-uh, and to a grezl dcgrc'e

limilcd l() thc counlry's ('astem and coastll pn)\'inc'es. Altlrough

llciiin8 has plcclgecl to irnprove

the c()rrntry's nrad and r,ril inita
strtrcture, thc gr()\\'th ()[ (-hina s

tflnsp()nai()n ntlixrrk is nr{ ex-

pc(cd to cirlch up to actull ncecls

lirr lnother l(120 ycxrs.

In all tltrc-c nxxlcs of lvlilatrle
taansp()nali()n-r( )xds, rJilr()xds,
Jnd wilter$ ays-(;hina s (urrent

inlrilstnl('turc l:rgs u'ell lthind in-

tcrnutional st n<lards. lllaior pr<ll>

lcnrs fucc eaclr nrrxle,

I Roads l)rcscnt r<ud ncturrrks.
nrcasured in km, pcrson, rank
Chinu hehinrl such dcvckrping
c(,untries as Argcntina, Ilrur.il. In-

dia, Mexico, rnd even tltc fi)nnrr soviet Union. 1'ltc crruntry lras

onlv harcly incrcascd thc numlxr of ft)xd\\'ir,vs sincc 1950. al-

thor.rgh thc rrrlunrc of tieight trlffic ecccssing thc roacls hes

grorvn 250 f<rlcl ovcr thc' slntc pcrir:ti. Altll()trgh x nttnrbc'r o[
nonh-south irnd cJsl-west higlNvlys are sllttc<l li)r colnplcti(nr hy

thc entl ol this ccntttn', financing ancl tht govcmnlenl s cornnrit-

nrent l() f()lk[!'thfi)ugh $'ith thtse l>lans lPpcx.s to lx htking
(;ivcn (:hina s sh()n:tge of Iinlntill re*rtrrccs ancl alrtrnchnce

of rxher dcvelopnrenl needs, s()tne cslinlltes sllggest tl)al

Chinr's rordways rvill increasc onlv 2.5 perccnt lnnualll' dur-

ing this dccadc. \vhilc an itrtP()\'crrrent. this trrmparcs to an

estimxtc(l real GI)l'growlh ol'morc thu l() Pcrccnt il )cir li)r

the clccl<lc and is ccnllin t() rcstth in evcn greitter strains on the

country's rrad*tys-
I naittoads Prrjcrtccl to gnru' (nrl\'.1.5 Pcne,'lt )elr li)r the

rcst of Ihis clecaclt, (lhina s r:ril$'ey systcrn stllTers fionr sitltillr
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tocus
pr()l)lcn)s. r\hlr()ugh lroth r'ountrics have

ror.rghlr tltt' srnru lxn(l m.lss. (lllinx hls
only rrrrr: filih of th(,rxil$:lys currcntly in
plr(.c in the []nitc(l Stxtes-r()u!ihly
rqui\'rlent k) tlrr lfS rxil$'xv infr:rstruc
Irrrc in llt6o. E\,cn ln(lix. \\ith onlv one
lhircl tlrc Lrn(l erca ol'(lhina. hls :r larger
rril ncturrrk. Railrorrcl Ixrttll'.nt'c'ks cost

iln estimitlc(l Sl 5 hillion in dirccl slllcs

ilnd l)r()(ltrali()n losscs pcr ycxr, lrn(l
(lhinas r-urrent s)'slenl d()c's n()t cxlen(l
i|rto thc :Lreas $'hcrtr depen(lirlr(, tl'.lns-

P()rtrli()n nct\\'()rks :rrc nrcdc(l n1()st.

I Waterways Whll it l.lcks in fuil xn(l
rr)il(l \lnr(lrrrrj\. (.l1in.r r!tJk(\ ul) li,r in il
corttprt ltcnsive arrut' oI inlanrl antl
c():lsllll \\'ltaf ()ut(\. Iful. lx,(llus(j Bei-
jing is re[rctlnt to llk)\\ ft)reign in\r)h'e-
n)ent in \\'irlcn\,x\' clcvckrpnrrnt or granl
lirreign cornpu lt ics shipping rights.
(lltinlr's srtcnvaus rlr( xls() in nccd ()f
(l(\i'lrrprr)('rn Lrrgt :rnt,rtrnts i,l l(,rcrgn

Despite logisticol

ond politicol

problems, the

distribution outlook

in Chino is not

entirely hopeless.

invcstmenl urt'reqrrir<,tl to upgratlc thc
ln,ills xnrl lt.trlror. lrrr.,.r.,ntlv .t.n rt'itti.l
thc satcr\!rvs. A [c\\' lJrge (]lrincsc
(rms()nil li()nr ll()nF K(irrH lre nraking
sonrr hcl<lu,ly, howc,,,cr. lnrl llrvc
l)(cn grxntc(l rights to ,nanagc inl:rncl
grns and rclatc<l lrxnsp( ,nilti( )n (cntcrs.

llciiinS will pnrbahlv lnrouncc scvt rul

()lhcr j()int venlurcs in inlirn(l river lrxns

P()ntli()n rnd P()n nl;ln;rgcment \\'ithin
the ncxt year.

Ihe right mix

l)cspile drcrsc tlpes <:f logistical antl
p()lili(rl pr()l)lc,rl:i. Ihc (listril)utk)n ()ut-

l(x)k in (lhinll is not cntirt.ly hopeless.
'l'houglr the ()ptimxl distril)uli(,n m(th()d
lirr any rnanulucturer in (lhirur clcpcnds
rn thc grxxls to lre clistril>utcd ancl tlrr
( ( )nsu nlcr nrerkct thc nl:lnufaclurrr
ho1x's kr rceth, \ltxlec<'s rcseerch strg-

l{csts lhxt e conrhined rpprolclr of
trtstal sltipping rtnd *atcru,ay clcvcl-
()pnrqnt using inliln(l porls rnd llxt-
lrottonrccl l)1lrgc trlnsp()rlilti()n s(]r-
vi( cs-prcse nls lhe n1()st cfficrcl'tt
s()luti()n. 'l h(. a()rnbinuli()n Incth()(l
rvor,rlcl ltllou, lirrcign nr:rnr,rf lr<tr.rrers to
t(lnsp()n (()nslll cr gt>otls in bulk to
I]rili()r prol'in.iul (]rpitals. cntpl()\'ing cx

Distribution through Cooperotion
At J s(rics ol'rcminars hostcd bv

\ftxlcrr tn lqrl. nxlrc th:rn t5 foreign
nlilnrll:t(ltlr(rs cxprtrxd :rn lrlt(r(jrl rn

rstirlrlishing x nxti(nt\\ide (listrilluli()n

nrl$()rk $'ilhin (lhinx. Ihlll(r than cs-

talrlishing indir ichral eontmtts l'itlr Chi-

ncsc lrilDsP( nlali()n a(nllp!nics. :iix ol'
thc lirlnulirclurc$-inrlucling tltc Anrer-
i(ln ((,rDpiloics (h)lr+rtc. Krrli (;cncrul

Iixrtls, lnd .lohnson .$ .lohnson-dc'
r rrl,.tl t,' t rr'.rt,. llrr, (:hin.r l.('gi{li(r
(]rurxil to contnrct intemati ,n:rl tlistrib'
u(i()n c(,rulxnics su(1l xs {l)1.. li\rl l.(r
gi\li(\. :rnd li('(l( rlrl Iispress (1)rp. t()

tmnslx)n Ih( groLrP-s g<xxh lo (jirclr

c()rll):rn! s r(sl)cativc nrirrket.

I)unng ilr, frrst firc \'elrs, tlrr rruntil
p[rns lo crplrr-c options lirr plrrsicel
l[:]nsporlxli()n. 'l'hc corrncil s nclsork
$ill initirrllr' (()\'cr 20 lnxj()l .itics witl)

l>llrns tt, cxlcr]d ()l\.txti()ns l(, |i1) rnin(,r
citics \\illrin its fint ts.o \,exr.. Ihc nd-
srrrk *ill crtcncl krnr Shcnr.lng in tlre
n(fih k) lirinln lsl:rncl in thc south lml
\\thrn in tht] \\ r,st h will lixrrs trn rlis-

tril)Lrling-hur n()t rkcl ing----r lr( pr()(l-

u.ts (r'the six llunulirclurcrs tr, llrst-
itnd sccontl-lcvrl rr'ltolesrlcrs In tht,
strbse<ltrent thr(.c vc:trs, thc ncts,ork
r,r'ill lrr' cxtrntltd furthcr wcst l()

(ihengdu. eventuully inv<rlving a total of
fivc rcgional distrihuli():'r ccntcrs rnd
nufier(rlrs rh:pots lo trrvt'r thc gco-
gr.rphical sprerd. lrtcr. tlrc c()un( il nu),
indepenrlcntlv expcrinllnt $ith rctail
dislributitn in Bcijing. (itHngzhou. uml
Shrnghai. $ith thc goal ()f rcJ(hinll
5.(XX)-10,000 rctail orrtlcts Per rity.
Wllcther lhc rrruncil is able to lirlkrs
thtrugh on llrcsc plxns s ill clcl--rrtl on

der'(lopnr('nls in (lllin:l ri $lrolrs;rling
[r$'s ov(,r'thc next scv(.rxl ]c:trs.

'lhe council's nrein k,ng+cnn Aoal
sill be kr cnrrrungc tlrc rstrrhlislrnrcnt
o[ l nunrlrrr ()l i()inr-\errurc (listril)u-
ti(,n n('t\\'r)rk. rnrrrllrng tlrc cotrntrt"s
rail. nra<I. :rn<l $'atcr$'at' sr'slcnts. 'l-hc

grouP holx's t() Jssi\l in slrnd:rr(liring
sLrch nrcllsrrrcs s pilllct .rn(l c(nrtxincr
sizcs. hririgc hciglrts, unrl r:rilu'rt'
gaugc. lt \\ill ltsc its re\,,u(cs k) (.,1-

t,our.tgr' :tll lr'\els ol g(,\'srntncnt In
(:hina l() inv(st in nro(lcrnizing llle
c()unlry's inlrxstrrrcttrrc lnd rclllcd
lrilnsp(rn scn'iccs an<l tr suppon tlrc
dislrihuti()n rlcrnancls i,Jcntificcl by
council n)eolbcrs. 'l'ltc <ouncil also
stcks to lt'a slrning B)int firr lirrcign
b:rnks ancl capital lntl infi:rslrudurc in'
l'cstoni to ttkc r)n a larger nrle in rlcvcl-

()ping the countn's trunsponrtion infrJ-
slnt( turt'.

In dditi()n. tlrc c()un(il uill krbhl'
thc (clrtrJl g()\'cmnlent on the clistribu-

ti()n nceG of lcu<ling tirreign consumer

nra nufrct u rers opcr.ting in Chinrr.
'I lrcsc cffons $ill includ( <lisctrssions
on rvholcsltling lrncl lranslrortation li-
acnses. gc()g phi('xl cor'cr.rgc. and tht,
nc.r<l l<rr (-htta tl) upgr.rtlc all lspr.cts rrI
(listrilruli()n. 

-Slq)hotR.l:nlt\\t

September-October 1995 o The Chino Eusiners Review r3

CONTACTS

li)r more inlirrmlt i()n. inter-
estcd prnics shorrlcl cont:rct:

stcphcn R. Frc$cn
lU(xlc{c D(,\'el()pments Linritcd

l00aA'200.r (lx r I)()
(inDmercirl I}trilding

l8-20 L)'ndhrrr$'li'rEr(!
c(ntlirl
llong K()ng
'lt'l: ri52,/2u5 l -{8(r8

t- x: tl52/ 2 

'.ir 
-.'l2.l,l



From Foctory to Consumer
Alicr l7 1'clrr's ()l e(()n()rrri( refrrrnts in

(lhin:r. xlmr)st Jll li )reign-ilrvcstc(l cr)ler-

l)ris(s (lilhs) \rill (()nfr()nl obstrcles to thr'

st,rrnrlcss dislrilrtttir ut r rf gr x nls. Altlrouglr
Itciiing hur kxrstntd conttol r)icr (list l)-
rrtion, rcgiorr:r lisnr lrntl l-r':rgrucnt u I r ,n

carst<l lrr dilirrenr'rs in thc spttcl rf tlc-
vckrpnrcnt ilol()Dl.{ t'Ei()n5 ('(r'rtinuc l( )

hinr,lcr rrrtionu itlc distril)ution rfli)rts.
Hl:s copt rvith tlrrsc dilh<rrltics br'dlvcl-
()l)inri rlri()us \\'rli t() g('t tlrcir grxrcls

int() (:llincsc ('()nslrt]rrrs' hancls Sorrt'
rell' rrrrnplctt'lt ort oul.iirlc c(nDlxnies k)
h,rnrllt .rll :rs1trt. o[ Pr, rrlrrrr Lli\lfll\rlxnt.
r,tltcr. ltanrllt.,lr.trrlrtttr,,n (,,rl('crtl\ rrt.

h()usc Since dillerent H(x)(li xn(l ,ar'( L

Fr:rlrr('l(x'Jtirnrs Llcr).rrr(l rlilli R nl (li\tri-
I'rrtr,,tr .rPpr rltlrt'. tlrc l'<.t nrcth,xl li'r .t

l)ilrlicul:rr c()nrp:rn\ <lclrcncls upon tlrt'
rolunrc lnd rypr: of g<xrls solti :rntl the

cnlcrprise s sizc. rcsourccs. :rt'tcl lcvcl ol'

kx'al inr.ollcurcnt.
lirr China-bascil I'-lEs. thcre lre:r nunr-

l*r ,rl wals l(, g(1 g(xxls [r,'rtr l:tctolrr*
to u'lrolcsalcrs. rctailcrs. Jn(l Chincsc
(-()nilunlcrs SIJning with lhc lraditi(,nrl
luppr,r.rr lrt. .rnrl prrrgnsrtng l(' r)xnr' in.
ll()r'xti\'c syslcnN. lhcse inclu(lc:
I State dlstdbutlon compades llisk)ri'
c;rllr'. lll grxxls. liom nrllcd stctl to buhv

lixxl. *'cre di$rihut((l thnrugh a natiorul
s!'slcnr tighlly (()ntrollcd l)y the c(nlrJl

l.ir )r'r,rnr)lcnt. l\\'(, ()r thr(( l.rrr'rs r,l .h:'tri

huti()n conlpJnicr (nali(nxl. rcgi()nll, rnd
kxal) rfien <4rrutccl lx{u'c--n rnlnulur-
lurcrs and (\)nsunrers. i,r rddilion t() a

g()vcrnment-run irnpon-cxp()n c()mp n\'
il the goocls rvcrc prrrchilscd [r()rtl
alrnrad. Thc (lislributi()n c()nrl)anics rv(rc
<>rg:rnizcd lrv intlustry, ca<h \\'ith iL\ (r,n
Statcrrrntrrllccl distributors: thc m{nufur-
turcr had mr sal in ch<xxing a distrilrutor
for its prrxlu<ts.

'l'( ) cncourxL(. prolit:rhility lnd cffi-
('i(n('\, ilrrrr,rl).1 slJle-r)\vrl((l (li'trih(rli()n
((nnpnnies. lt(iiing relxxcd contnrl oTcr

the distril)tl1ir)n lirms tluring thr nrid-
1t)ll0s. PriYilc Chincs(] distril)ut()rs
cmcrgccl to cornpete *'ith Slatc<lvncd
distril)uli()n c(nr)pxnics Ii)r nr()st indus-

Irics, rnantrfar'trrtcrs ltrr no longcr lts-

signcrl l Jistributrrr. rn(l il il pa i(uhr
(lisldl)rtti()n firrtt cirs rrr nlcr{ ll rDrnu

l:l(lrrrcr's c\pcLtirti()ns, thc rn:rnulllaturcr

ir n()\\'osuirllv licc l() ch(x)sc ()tltcr dislri-
buti()n <hannrls. ln [llrn\' clls(\. nlnr]u-
lar'lur(.r. thrxrsc t() sla\' $'ith x Slxlc
()\\'n((l (listrihuti()n .(nrrpxny i[ lhc sLllc
(listril)ut()r is Partiutlurll' clli'(rivc in lllll
ir(lustn.

Iu lh( I)Jsl, s'hcn rn:rnuf:rctrrrcrs relictl
solcl! on Stetc-o\\,nc(l (listril)uli(,lt c(rn-
p:rnics, tltc nunulilclurtr herl little con-

In(r \\'itl) lhc cnch.rst r:' rrf its pr<xlutt. Tlte
situxti(,r1 lras impnx'r'd sonl-'ultat as thc

nlxnul'l(lurcr now has a tntrclr rloscr rc_

l:lli(nlshil) q'itll rtntl olrtritrs ttluclt nlorr.'

inli)rtrlJti()r1 l-r()nr thc SIJtc tlistributor.
lltc uuntr[lclurcr n()\\' e()ntril)utcs l()
do,vnslreurn nrlrkclinS. sales, ;rrrd (listril)-

ution dc(isi()ns. rncl ills() xd\.iscs lhe
\t:rl(,.r,\\n(J,.h.tr'rl:ttlrorr (inr)PJnv i,n in.

stall.rtirrn ilncl rlliiulcntn(c pr(x'edutcs.

AIh('ugh tllc inr rc:rsr.'d rrrrtt.ul is prontis-

ing. thc rrunulacturcrs in\,()l\cnlcnt in

Statc-eorrtr<llled nrarkcting Jnd distril)u-
ti(nr is nrininul corrrlxred kr sornc rf thc
(rtlrcr distril)uli()n ()ptt)ns xvxiluhlc.
I Hvate Chln6€ dlstdbutofs Privxr(
distrilutor hurc lillc'd the girp .rerted l)!'
thc liltrxlararti()n ()l thc c()untry's distrihu'
ti()n systcrn and the growinll nuntl)cr ol'

ft)reign nunufacturers scn'icing tlrr.' China

rnarkct. I'requently ctated fr()nr thc rcnr'

n:lnli' r, (Isl)xndrd Sl te{I)ntft )ll( ( I (lr{i-
l)uti()n nrtlvorks, private dist l)ukns ot-

ten dl:l\\'()n cxlensivc criisting ncn\1)rks

of kx'al (rntatts k) obuin shcll spac( li)r
the nrilnttltcturet s consunrer productri

lnd to l:lcilitate salcs firr inclustrial gouls.
Ilosl private distributors lur,c n()t had

sutficicnt time t() cst:rblish nc\\'c()no(Is
out.side thcir rcSi(rnal ()r p()r'incial areas,

howevcr, and l()rcign (lnrlnJnics h()ping
to expand ler lrortr thcir faclorics tttust

find distribuotri frrr t'ach ncw rcgion or
p()vince lhe', ctrter. l'his flreans n()t ()nly

identilying potclrtial Chincsc tlisrribution

firms in thc' nc\\' lrcir. but also vctling
and tr.rining Ihcnr.

Drspilr th!'lirnitctl scrvic ing lrcr,
s<lrtle f()rcign rnanufircturers prcfcr lr'<lrk-

ing t\ilh privrte distritrtrtors ltc'ausc ol
Ihe grctlcr lcvcl rf (rntnrl or,rr llte mar-

kctinS ()l tll(ir 8(x\1.. l'r,xllr(1 nr:lrketinE

ancl clistril)trtion luvc a grclt inlplct ()n ir
p(xiuct s inurgc-and thus, tlrcir gxcn-
tial t()r sllle. Forcrgn nranu[:r(trtrcrs arc

tlrcrelirrc rulclul t() (liscuss wilh l)rivxle
distrihul()rs horl nrcrchlndisc shorrlcl lx
h.rndled. $hrt nrrrkrtinS nrxlrrirls und
srlcs tccllniqucs slrorrlcl hc uscd, and
hou the gtxrcls should llc lrilnsp(n'tcd.
li)rcign,ttilnulir(lurcrr\ refx)rl thrt Privxtc
(:hin(sc (list ril)utors gcncrllll luck
knoulttlgc ol prutltrct (lirtnl)utri,tl in
,,tll(r (l,untr( \. lnlt :rtc (rll](r l(, lc.lrn
I Distributlon tfuou8h a ,olnt-ven-
tut! partoer A Jxrpr.rlur ()pti(nl [)r i{)int'
v( nlure nrilnufr(lLr'!rs is t(, (lislril)ule
g<xxls thnlrglr tl)c (llrinr5e pilflneas cr-
i$in8 distril)rxi()n nd\\'()rk.'l'h( j()int vcn

ture xgrccs t() s('t tsid( r sPrcili( xnx)unl
of thc ioint-r'cnlurr lxx[r(1 t() lx lxrught
hl the (-lrincsc partnrr li)r donresli( s:lles.

In thcon. lhc ioinl lcnlure is lhen no
l)nger rcsp()nsible lirr tlistritrution :tnd
tlrc g(x)d\ ltkrng solcly k) the (:hincse

l)irnDer. !()rci8n ntlnulitcrurers olicn tn
Ir, nc8t,ti:ltc s(,n)c (()ntr()l (r\(r ll)('(hsui-
l)ution ()f tlre ioinFvcnturc prlxlt(t l() cn-
\rrri rlrlr ll)( prrrlurts irnlgc i. bcinE
nlxinnincd. lhis trttic works pxnicularlv
u,:ll for rnlnufacturcrs of Ior>dstuffs.
s'lrcre thc (;hincsc pilnncr frctluently
(]ontrlrs its ou'n rc{uil lix)d outlcts. Thc

i()inr-\'cnturc prrxluct frequently c(nnplc-
nrcnl\ thc l(xal plmer'r cxisting line. but
lr<.clrust, the i()int-\'crlturc pnxlur'l is usrr-

rulll'morc cxpensi!c thxn thc Chinese
panncr's l)r(xjuct. dtc lrvo g<xxls {rc nol
in dirc(t c(rrlpditk)n.
I Jolnt-v€nture dlstdbutlon depad-
ment Rrtlrcr thaD (listribute thnrugh its
(:hinese pxrtner, s(xne ioint vcnlurcs
h:lve crsrlcd a sepa t( distrihr.tti<xr <lc-

prlrtrnent within tlrc venturt' iLsc'lf. 'l his al-

Iorvs thc' forcigo plnner greilter c()nl()l
o\'er tlrc joint-venturc pr()(lu(1':t nlirrkcl-
ing. dislril)uti()n, installation, arrd, ulti-
mately. irulge. l-()rcign c(rnpanics arc
n()l legally allowcd to:rct rs dirc(l distrit>
ut()rs in Cllina. V'hilc r j()int vcnlure (-Jfl

rlistributc its orvn prrxlu<ts. il cannot dis-

tril'rutc g<xrds m nufJclurcd lry thc for-
cign 1>anrrr-'r outsidc of Ohina.

'lhc nlrin disa<h'ant:rg( to disril)uti()n
tlrr()ugh J i()int vcolure is tllc lrr8e
lmounl of tinrc ncc(lcd l() tmin lll( Chi-

nesc stafl-in markeling. salcs, (listril)u-

ti()n, Jnd scr!icinB. Illjs that prrrlutc
g<xxLs surlt rs equipn)cnl Jnd nu(1)in-
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cry lh;ll ha\,e denrancling installali()n irn(l

milintenan(c rcquircmcnts frcqrrcntly
rnanrtgc rlistrilrttri n thr(,uEh tlr(ir j(rnl
l'cnturcs. 'Ihc grelter conlrol t>ver thc
(()ffect usJSe of the crNiprncnt thrt this
rnetlxxl aff<rnls ltlps l)r()tccl llrc p()d-
uct s rcPuuli()n.

Bccar.rsc indrrstrial g(xxls nunulilct(rr-
c-rs lravr, ir nxrrc linritecl clicnl h:rsc. lh()'
lrv l:erter:rlrl<, to nurnx8c (lir{nlnrlion ln-

h()use. Given lhc'nlrlurr o[ thcir pr<xlrrct.

lhey gcner-Jlly have lluer cust(nncri and

are alrle t<r devr[e nxrre titne t() rndrvid-

ull customer nccds- Ncvenhrlcss. xrmc
rely on kral diskihut(,rs in diflerent Pans
of the counrry to sen icc cli(nls. High-
techn()logy- firms such as China-k hindlcr
Elevator Co. and |lewlen-PackJr(l Co.

algr uw their i()inl-vc'nture nrarkcting 3nd

distribution personnel for a portion of
thcir mainland s.rles.

C()nsutncr g()(xls manufacturers als()

frequtntll' mrmge s()me of thcir distribu-
li( thfi)ugh th( f)int tenturL. t0 nlJrnrJrn

clienl c()nta('t and fcedback. B(ause (lis-

trihuting all o[ their pr<xJurts thnrugh an

in-housc distritrution dcpanmcnl \t ou ld
be costlv. ho\1'cvcr. tn()sl (()nsunlcr
grxxLs nunttl:tclurers continue t() rely rnl
oulside (rnp.nies f<rr distribution of the
rnajtriry of thcir g<xrls.

I lflternatlonal dlstdbutl()fl compa-
oles l'orcign manufrclurcrs $'ilh liflle
(lhitla cxpcricncc can lurn I() intcrn!-
ti()nrl distribur(,r's frrr (rrrplctc tlistrilrrr
ti()n lnd xftcr'sxlcs scrvicc \\'ithin lhr
c()untrv. 'lhe nrlnrrlacltrrcr sclls its grxrcls

ti) thc int(flr;lti(nrJl <lrstributr:r trh,r. in

lunl. pr()\,idcs mlrkr:ting. salcs, and tlis-
tril)uli()n scrviecs.'lhe intcmutionll clis-

tril)rrt()r lrls() ()v(r:iecs th(. prt)(lu( t s inst:rl-

l:rtion lncl nronitors retail prodrrcl
(lisplx.vs. lrrtemilli( )nal distrilrutols rr{Hlly
oegr)tixtc (lire(tlY Nith (lhintsr. rl)rnJ)e-

nics l() pI1^'idc l)h)sicirl distrilnrti()n.
ln or crsreing tht pr( r('e:'s. llr )\\ (\ cr.

tltt .c intcrrr.rti, rn:t l r,)rill).rnr(\.lr( .lrl)l(\I
t() (cn;lin r(grrlilti()ns lltruusr. ttrt (.lri

ncs( !()\'crn,llcnl c()nsi(lcrs (listrilnrUon

vital t() tl(,nlli(nrirl (\(rnnlr\'. it lr.rs lrt'r.rr

rclrr,t.rnt t,' .tllr)\\ l(,r(.tHn l)ilnt(rP.tlx,n In

dlr((t (lrstril)oli(fi srnrr'ts. IrtlcrnalioDlrl
(li\tril)utinS c(,nlPrnic:' tun rrnlr lirllill
contrrtls sil.locrl r)utsi(lc (:hi,lJ l)\' tlrcir
p:rtutrt (()nlplni(\ r)r (lnrtll(1\ \ignc(l (r)
lxhalt ol tlrc pJr(r)t in (lllin.l rh,()uFll
rltt'ir rcprrscntuti|c rrl'lir cs

wirhin (;hinas lxrgest private rnd Srate-

nrn tltlranurenl storcs. The tnanufacturer
provid(,s display (xs(,s. ilnd thc tx)utiques
olli'r sllcs lssistance if the nunulacturcr
clcsirrs.'l he lnJnLrfacturer compcns!tes
thc h()st sk)rc ()n ! c()nlrririsi()n bJsis and

is (lirectlv jn\'(rvcd in mrn:lging ils pftxl-
uct s prcscntxtt)n. l\'hn\' ('()nsumcr p(d-
u(t nlrnufJcturcrs. particulrrl) clothcs.
sh<rs. lntl c()srlldics ((nnp:lnics. :uc ex-
p(ritrrenting $'ith lhis strategy, but the
nunrlx'r o[ depanment stores ofti:ring this
()pti()rr rcnuins small.

Alth(\r8h ncithcr meth(x.l is x pemra-

nenl v)luli()n t<l slrelf access. eaclr can
grcutl,v incrcsc' p(xluc1 exfx)surc.---+spe-

ci:rll,v for firrns with limited rssources.
lhlth nrethrxls rl'rrrk q,ell as a point ()f

cntn for srnaller c()mpanies q,an(ing l()
tcst nurket reslDnse to rheir products in
several dillerent regions.

I Creadng ooe's own systcm A final
()ption opcn t() FlEs witlt substantial
rnrnutr(tlrflng intcstnlents in ChinJ is

crerting an individrr:rl distritrution sys-

I(.nl I() r(J(h auslonlerr hy opening
salcs olfccs in all tcst markets to han-
dle nrarketing, sales, and physical distri-
hution issr,lcs. 1'his approach is nruch
ntorc contprchcnsive tltlrn mereh/ es-

txblisl)ing a distrilrutir>n departrnent
witlrilr a i()i[lt venturc ancl entails nrore
logistir':rl problt-ms lncl cxpcnses. F[Es

nrust bc \\,illing t() dcvote a largc
ernounl ol encrgy t() cultivarc thc hu-
rnlln rcs()urces necdcd t() ()pcn r nct-
u'rrrk rr[ tlrrs sr:rlt.. Firrcling (:lrin(sc ir-
divi(lurls l() stxll ncu'offites wltr sluk
thc right (lixlect, arc n'illing to rcit:rt-.
ancl hlvc s(r1rc (!)nn!.clt)ns in a spc-
<ifi< lrratiorr is espccialll clifficult in
(llrin:1. Multinali()nal lrcrsonaI care
grrrxltrct rrrmpanies an<l firreign breu,-
ing (1)rnl)anics oiten spend th()usxnds
()l h()uls rccl1riti|U] stlrlT fi)r clrch nc$,
rtgi,rn.tl .rtlt'. oflt,'r' One \( nir,r fi)r(ign
nr:rn:rgt,r oi:r l)hxnlrxcrLrticill j()int \'cn-
Ir.rrr. rt Portecl spcncling ()\,cr l.()00
lx )!rr:, inl(,r\ icu'inH pr()sl\,( tirrc (lhin(s(
\t:lfl li,r rrr:lrk(ling ancl clistribuion rc-

s1r rnsilrilitics in l99l xl()n(.

-ktrtc Gtutt,q;
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lnlcrnali(nul (liiril)utors li'(ri tcnd t()

lx' high givcn tl)r thir( l)ln) inv()lrc(l
lntl thc pnrlutt trainini, lll(y nru$t pr(F

vi(lc to thcir cmpl())'c(fs lirr tcr'hnitll
grrxls. l\lany c(nnpanics hncl thc <r:st ol
cnrPI()ving intcmxti(,nrl,Jistrihrting com-

pirnies l)r()lril)itii'c an(l .rsc this nlclh()(l
onl't-as un iuilial cnlr) strxt(g)-.

! Dfulct marketlng arrd dlstrlbution
Onc o[ tlrc trl()st r(('cxtl)' tlcvrlopecl
mt'ans o[ sclling pnxlucls in (:htu is (li-

r(.(t nrarketing-r pr(rcis l)v s'llich thc
manuf:rcturcr c()nta(ts individual c()n-
sumen; clirc.t-tl-v. lhis nrctlrtxi lurs trenrcn-

dous inlpli(Jti(,ns f()r dislrihuti()n. Js il
pcrmils a c(nnpan) to tlistritrutc uiclely
$ith()ul lhc c()st ()f cnrpk)ving :l third
pany. The latx)r cosls to lrc, conrplny are

krw tle<ausc of thc krwt'r rl'ages paid in
China. Produ(s rl-luirinfi corLsunrer cdu-
cal.ion ilrc well suitcd t() dirc(t rnarketing
hccluse of the ()nc{)n{ne narurc (f thc
contact.

Avon Products Inc. runs the l)esl-
known drr('(t nrirrkrrirg opcr:rtion in
China. ancl nuny c()p\(:[ (\nnpanics arc
cmcrging. Avon fint fir-rsul ()n Guang-
(krng. investing consi<k'rahlc tinrc enrl
efli)n in r.rining ils slles fi>rcc, and rc-

cently expan(led to thc grcJtcr Shunghdi

nrarket. Unlikc dirccl fl-arkcting ()pcrJ'

ti()ns in other c()untrics in whir-h the
ctxnpany clclilcrs its pr()(lucts thr()ugh
the mllil. Av(nr nlusl range l)hysi(al
(li:'l ril)u I i( )n ()[ its prxIk'ts !vilhin (]hinx
vr:r :r llctl ol rrrrrrl'runy o'vncrl tnrr'ks.

I sp€clal rnarkedng efforte Ahlr()ugll
nol yct \!i(lrly usc(l l)y Arr)eri(Jn [:ltis,
rctailcrs lirrrI| ()tlter c(nrntrics llltvu al-
trtnplc(l to clcvcl4r a pruse,r(! in (:l)inx

lrv rcnting sl)xce in dcl)lftnlcnl sl()rcs.

[i)r cx:ltnplt.. lh( ll()ilg l((n]g lirclt. l)e-
l'rlopnrenl (l(!un(il cn((,urirges s:rlcs ()l'

tonstrortr- !rxxls rnantrflrr.ttrrcrl lrv IftrnI
K()ng- invcstc(l a()n)I)rnics ilr (]lrinx
lltr(xrgh ll(nlg K(r]8 SIx 

^\ 
(lrscs"-r( )t:rt-

ing (li5plir\'s in nlxi()r drp:r1101(nr sl()rcs

tl)r(ltlglx)ul tllc ('(ltlnt['. l:il(ll st()l) (n]

th(.(irarit <an llrst liom t\\1) nx)rrtlt:r t()

t\\() v(,Jrs.'llrr. rrrrrnr'il k.lrscs sJrcci:rl

r,,untt.r \l).1(( \\rlllrn Ilr( l).rflr('rl).rlrn!
<lt pertntrrrt slr rrcs. lxrt llllnxnLrti.tLrrcr
i: rcsponsiblr li)r gctlilg tllc l-l(x)(l\ t()

thc rlispl.rv sitr..
( )tll(.r (r)nsurucr p()(luals nlJnul:l(tur'

cri llirv(, ir(l.rl)t(,(l \illlilJr :.tr:rt(.Si(.s l)\ (.rk.

ing .ttltrtntugc ol rpccirrliztcl lxrtrtrrlur.

_kut( (;,tItA; L\ dirl'ckD. Asi(n lr.kle..fbr
lrthr11\lotl l-it tk\l t'li)n) ktlr.tsptl i
Itnk ntd llarfutitI! tndsttsultittgJitm



rocus
isting ancl phnned r)ads:ln(l milr()l(ls
to tilnsPon the prtxlucts tlre rcst ()l lhc
s,ay. This nrdh()d \\'()uld rct(ll lrx)rc
tlun 90 1x'rcr'ltt ()f (lllina s P()pulxti()n-
rnr.i mrrrc lh:tn -7 l)cr('( nl Lrl (lhinrr':

cLlrrcnt (;l)P. With sxiling lransit tinlcs
of ;rpproxinratcly threc lncl onc-half
rlals liorrr Il()ng K()nF l(, sllJngll:ri {)r

six antl onc-lull'dnYs frorrr lkrng Krxrg

r() Dxlian. th(' conrhinxli()n nlelho(l
r-r'ould also pr<>r'idc lirreign cxP()rtcrs
$'ith a rcllistic xllcrnirtivc trl lotal rt-
liance ()n (lhinas nil and rolcl s1'stetrr.

lJefi>re such J sysl!'rlr ctn l)c PUI in

plxce. lr()\\c!cr, the PR(l nrusl rcnrovc li-

censing rcstricti()ns on u'holcslling and

rcniling x(ti\-itics l>r' tirrcign cntilics. Thc
(:llrnci.( r('tJrl l.r$. still Pnrltibn fort'rgn-

crs l'rrrnr entcrrng $ltoltrrlinl lrctititrcs.

altlurr.rgh recenl prcs\ relx)rls st.tgl4csl lhxt
thc luinistr) of lnlcmal 'lnrrlc rvill gradtr-

rllr Lxrscn thc fiislridioni. Tcrditionirllr.
Ilciiing hxs tended to grant aPPr()\'als l()

f(,r(rHn invr'\lnt(rnl Pr()t('.li tllJt I'rinl
hrgc lnrounts of c Pital int() tht (()Lrrllt-].

\X'lxrlcsrling venturcs \\tich l)ring litll( ()r

no clpiral into thc c(\lnlry ll'ill likclv re'

nrain the rcsJxrnsibilit) of l()(ill (lhincsc

('(tt]tPJni(s rrnlil i'u( ll .ltlitLt(lc\ (ll.lng('

Foreign ossistonce

in infrostructure

plonning ond

developing logistics

componies will

no doubt be

welcomed

by monufocturers

bosed in Chino.

llr:r'cvcr, lrl nrerc-ly pnrpping up China's

orrlnrrxlrd rvholesale structures. the lirr_

eign nunufuclurers d() nothing () redity
thc s-!-slem s sh()n(()mings, and thc inher-

ent wcxkncsses of China s pltysicxl distri-

l)!rlir)n syslcm renr:lin.

Opportunilies for hreigrcrs

Ilist(,ri( J ll\'. tlr( n)Jir)r di\trihulrt,n
(()o)panics in Chinl-and throughottt
Asi!-hilve consistc-cl o[ rclatit'el1' olti-
flshi(nrcd trudin8 c(nnPilnies knorvn f<rr

prolitling lll-inclusive markcting. srles.

:lnd distril)ution functions. llut ferv conr-

p:lnrcs sfx( i:llizing (,nlv in phlsicrrl drsLn-

l)uti()n v'irh the exccpti(tn rtl lnchcape

lnd. nxrrc rcccnth. the Exst Asirtic C()..

trrding groups luve gencralh llso nc-

glccrc(l () invcsl in c':tpital intprovemenls.

nlrnlgr lcnl exptrtise. or res()urccs t()

lrt r ilt I prolr'.sion:tI Ph\si(.rl di:'lrihuli(,n
chxins. li)rcign xssistxnce in infraslmr-
trrre pl:rnnrng uncl dtvcl,prng l,rgistits
r'ornpanies th:rl crn ()\'erscc nali()n$i(le
phvsicll clislribution netn'orks rl'ill no
douht trc uelcometl and should hclp
(rut rging Cltincse lrunsP()n (1,nlpJni(s.

Sucll vc-nturcs arc currentl\. allowcd un-
(lcr (;hinese l!$s. in c()nttilst ro uholc-
si,llc vcrllures.

I)rrring the carly stage's of opettlirtn.
intligt nous Chinerc lr.ln:'P{ )rt ({ nnP:lni( s

uill rely nruinly ,)n tru(king (.rp (it).
but shoukl hc able to provide w:trc-

lyrrrsc lirr ilitics rrnci lirlit,rcl ((nrlputcri;ar-

li()n ol lhc'ir operutions \\,illlin thrcc
yc:rrs of sten-up. Ncvenheless. tT cause

nrrny cxisting Chincsc transpcln contp;t-

nics :lrc incxperienccd, trndercJpitirl-
izr.rl. or ovcr-sl:rflirl. tmnrft'rring physi-

cxl distril)uti()n ()perxtions to actual
clistribution r'lruins uill likely rcquire
lirnning joint ventures rvith intemationxl
frrnrs. Only inlcmrti()nJl lrlnsPon I()gis-

tics companies have the necessary skills

in network mrxleling, infi)mlati(,n tecll-
nokrgy res<>urces, and experieuce in c(r
rrrclinating rhc- rctivities of cliffc'rcnr
(mnsp()fl c(nDpuies t() form distril)uti()n

krgistics chlins. only thc largest and
nosl efhcicnt intcmltionai truns;xln l<>

gislics c()mpanies have the experience

in supply chain nrilnagement nccc-ssary

t() scnicc the vast China market and
tlrcklt' its rnueltqultc lrunsPonJti()n in_

fnstnrclurc.
t ntil such distril)uti()n chains are c's-

tal>lislre-d. some frrrcign ctlmpanies are

t'
(.-( g

tl]
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In prJ(tic(, Iargc' firnrs suth as Thc
l,fi,(ler li (;Jlnl)lc Co.. Phihps Elcrtrt,nrt's

\1. ilnd I nilc\er l'1,(: hJr'( tri((l I(, (lr-
cunrvcnt tllc rcteil hw b)' 'shldoq tnan-

:rging" thc nxrrt elhcient (lhintse Nhr:lc-

slrlcrs lr'ros. tll( a(nrnlr\. Tlt< forcign
c(rnpxnics *rrk ckxr.'ll *'ith the ulrole-
.i111.1s. Prrrrrr.ling trlining. rnJrkcling.
sllcs, lncl minagclllcnt supp()( in ex-

r. lrungc li rr physi( Jl (lii.tril)tlti( )n s(n i( t s.

An Interactive Negotiation Simulation Program
with Cotificate ol Conpbtion from Fbtrher Sdvnl of Law I Dipbnacl

November 7 -9, 1995
Boston, MA
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attcrllpting t() fonnulate sll()n-ternt s()-
Iulions. F'or examplc. given thc prescnr
lack of expcric'nccd logistics groups,
six nlaior ntanul:l(.turing fimls based in
Clrinl retcntly agreed to pool their
c()ntl)ined prodtrcl voluntes end con-
tnlct intentilli()nal clistril.rution contpa-
nies t() hln(llc ttrcir transl)ort nccds
(.\.(? p.l-3).

Stoking o cloim

()tx'(. J li,lrn(lirtirrn t,rr ll)(, (lr:lrilnlt(,n
ncturrrks ir in plilce. Jn(l sorrre of tlre
maior problcnts inrrrlring 1ly(' 1.o,,a1,r"t
trilnsl)( n1tti( x] ini.xstruclurc lrre s(rlrctl.
inclir irluel rlistriltutors uill incritlhll
ntovc kr strke tltcir (lxil]ts in the cr:trn
try's (lislril)Uli()n l)ul'incss. I)uc r() lhe
Sc. rgr rrl:ltrr.rl ,lrlllcngc. ,,t (lrsrnl\utiot)
willrin (lhirlJ. rlistrilrrrtion Irgistics conr-

ItJnr('. \\rll lr.rrc l,' rl\.('iJlizt. in it.n:rrn
arcxs ()r pl.{xhl(1 lincs t() n]llk(,tlrr 5\s-
[en) nr()rc l]1llllill.lctlrc. l)istrilnlti(n] (.(r)-
trlt('ls l)ct\\(cn lirrr.ign ntantrlec.trrrcrs
xn(l rntrmltti()nxl krgirtics grotrl.rs rr, ill
plobalrlr lrc t\\'lr(lc(l (}n I rrrxinlv re,
gi(nt:tl ()r pr()\'iilciJl l)ir,is, \\.illt nx)st li)
('LrsiDl.i ()n rlt.t.clopiltg stt()r)g rcs()Ur(.cs
ln Dlxnugc )(nl lnrl tracking soli$.rrr..

lf Beiiing ollows

greoter foreign

involvement in both

wholesoling ond

shipping, problems

of occessing the

country's roilroods,

roods, ond woterwoys

will likely be ollevioted.

(:()n1p('titi{)n urrror'rg krclrl trensport
((nnprnie\ lirr rrrrrtr.rcts \\.itll Chinx-l)xscd
lrlls is likclr to prorc hohhy lirr rlrc,up-
rr,rtring gr'[sriltr, 'n ol' i,nnt \cnlUR l,,).li\-
tirr Br,rups liu li'r(,rgn in\(,st((l l.,ti.li(r
grr,rrlrs rrorrhl lrt, s illing t0 r:rt klt. :r tli.tri
lrtrtion netrrork ()l Up t() -151) (.ili(.s. l)ul
\vitlr (r)nlp(tunt lrntl rrrrllPttitivclt pricccl
trilnsp()n s(.lf,i(rs. nlllny mr!. l)r- williltg to
cstuhlish krgistics nctrvorks s.ithin u singlc

regi()n. lhc rcsult of suclr spc(.ializttion
$'oulcl l)c thrcc <>r lirur foreign-inr,csrcd
logisli( s c(nnpilnies providing nationl\,idc
networking ctpal)ilities, rvhile nxrst Chi-
nt-\r. (li\trilnll0rs .rnd rvlr, rlcvlcn conrinrrt.
to lixus their tmnspon lnd mllrkctinl{ cl,
lirns 1nu,n,1 hrger citics such r$ IleijinL,
(iuangzlrou, lntl Slunghli.

A bighcr futurc

In tltc final lnalysis, thc rangc of og>
tions lirr clistrilrution u,itllin Chi|]:t ilnd tlrc
conrpetili()n arising l'rorn rcgionel liag-
nrenmti()n ol tl)c dislrilnli()n nurket rvill
result in ;-rracticul shon-tcmt s()[rtj()ns. If
Itcijing takcs rlccisirr lclion to:rlIr*.
grculrr Iirrcign inv()lvcnrcnl in l)otll
sholes:tling rn(i shipl)ing. ltroblcnrs ol'
:rccessing thc (()untn.s llilr()ilds, r()x(ls,
irn(l \itt(,nvirvs tlill likclt. l':c llleriutecl.
-l-he 

first |cntrrrUs oJ)t,n t() li)reign inr(rv(-
olrnt \\'ill likcl\ l)c (.( nr( cnlr:l tc(l in nllln-
iuen)cnt ()rgirnizxli(ns .(n1tr(]lling I \ll l
rungc ol tnrtking end surehorrst sulurn
lr:rr'lrn\. lirl .r. Il(.ijing lx,gin. to lx.r(.(.i\(
tlle lx.ncllls ()l cn(()rtrtging j()it)t vcotrtrrs
in pl}rir;rl diltril)ur|(nt, initi;trir(.s inv()l\.-
ing (liffi.r(,nl tvl)es (r' tl.:lnsl)(n-1xli(,n Jn(l
intcgr.rt(.(l suppl\ (hJin p.r(krlgcs \\.ill
st:lrt l() (1)tcrg(.

In l)hnning l (listril\llir)n st(rt(,gv li)r
(-l)int. l()gasli(s rulrrr:rgr,rs lrncl internu
tionlrl ttrnsporl corllr:tnits rlrrsl lrr.
turcltrl to txil()r tllcir' ;trogrunrs to llrr
(:llln.r nt:lrkrt l kl tll(, (,!ltnln.\ I(.rr.In.
Ilntil (llrinils t,itnsp()rlxti()n inll.ilstfllc
ttrre ii, t)x)dcrnizc(l t() t)r(ct (.UtTCnt dc
ntilnd, dislril)Uti()n-$ ith ()r \\.iIh()UI
(1,ltll\1( tll (lillt'il)Utl )n t lt:rins .rrrrl krgis-
lias c()nll):lnig, t() nl nrgc thcnl-\\.ill
l)( 1 (lilfi(ult cnrlcrvr;r. l\lorc()t.cr. s()-
pllisli(Jr(.(l s()[lli(xts lrirnspl nled fr(nn
I-:ur()pc ()r thc l;nited Stetes $hieh <l<r

not tacklc tlre sJrcciel clcntancls ol lrn an-
tiqtrattd transport;rti()n in frilst ruct u rr.
(lcteri()tilting rrrlxrn tralhc c()nditi()nr,. ()r
ll)c scnsilivity ()f l)RC ()lll(.ials t():llk)q.
ing foreign c(x)perati()n in tllis sccl()r
*'ili likcly firil ro prcclucc the inrended
results. ()nly by working with Chinesc
ollicials in devekrping lx>th a physical
Jnd mJnxgcri.tl l'r:rrnework frrr cxtcnsiv<,
d istril)u t i()n, c(x)perating wirh locel
trxnsp()nlti()n ancl distril.)rrti<ln cornpa-
nics, ancl pooling res()Llrces with othcr
Ijllls mn li)reign nrunagcn; lrr: essurcd of
taster and morc cfficient clisrribution ol
their g(x)cls. *,

China Market Access Tool
Ort CD.ROM

China Markct Acccss Tixrl (CMAT) provicles
c()mnr('hrn:,ivc inl,rnn:tt i, rrr itssistitr)ce tr ) y( )rtr
husiness wirh China:
o multimedia prrofiles on J0,000+ accreclited

cornpilnies in 40 nrajor intiustries in Chinzr,
including indusrrial ourlxrks, full-coLrr picrures
and analytical charts;

o infirrmation on irll special developmcnt z()nes and open cities;. major associations, research and education institutions,
electronic and paper media for advcrtising, recreational and
cultural spots;

o opportunities ftrr joint ventures, foreign investmcnt;
o laws and regulations on foreign trade, investment
. and tax:rtion; ilnd more ...

For Llctailcd infirrmarion, contircr

Pacific Business Tecfuwlogy Corp.
37053 Cherry Sneet, Suite I 15, Newark, CA 94560
Tel: (510) 796-2584 Fax: (510) 796.2524

or visir our Web Sirt http,llu 4^t.bbtco.canl
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FOCUS

Chinese Consumer

n

Dong [i ond Alec M. Gollup

A notionol survey
sizes up Chinese
buying potterns

Seorch of the

n:rn lll(1r)Pl tl} tlrr()\,tr ult,r tltt :rr-
(r.rg( (:hirt(\( ('()n\urrt(,r is-(,r il
such a lrt,irrg (,\'cn exists--inten'icw'
crr lirr tirllup (:lrnJ I-ld .(1 (,ut in

rni(l- l1)91 ()n l)i(\11(s. t-llin\. iro(l aven

cllnlcls k) a(xrdu( tlrc fir-st nlrtil)nal rrrn-
suni(.r sr)nc\ l)\' ir ti)rr'ign rcsclrci trrnt-
pxn\ in Ohir'rr. Ilus(\l (nr J s:rnrplc ol'
(..trro l)(,{,1)[ r(,1)r(.\(,nlinE rlrr. cnrrr(,
rrlult 1'xrPrrlltion in (.hi,u l)ctwccn ll)('
lgcs ()l llt'(n). (x(hr(linB lh(' 'l il)cl Au

t()I]rrll()Lls Rcgi()lr. thc sun'cy ilskcd 60

tlrtcstions in pcrsr)nill intervic$s a{)n-

clL(tctl in ;toplc s h(nn(.s. Wh:ll (lxl[rl)
rrrrcoveretl is r (r)nsunlcr who is gcncr-
ally plagnralit, pricc urrrl quelity con-
scious, a carcful planner, lnd patriotic.

'1i) tJkc !{rtxtcr ilccount ()f tl)c si8nili-
('ilnt e(()n()11)i( clevrkprncr'rt io (lhinxs

url,an urcrs, st;rtislical \r'eighling nreth-
trls wert userl r) f:r(ilit.lte analysis akrng

nutionrrl, urban, ancl rural lincs. llc-
sp()nscs \\'crc vlli<lated througlr lirlklw-
lrp nlctsLfrs k) (r)nfirnt thirt thc people
sclcctccl lirr tltc survcy v/crc repr(scna-
tivc ol thc grpulatirxr at Ilrgc. 1'hc sr.rr-

vey proviclc<1 insighls inl() ndti()nil
nornrs lrs scll ;rs trrbln, nrrll. and gcn-
cr:lti()nxl c()nsuDrl)tion putlcms rrnrl pref-

likes ond dislikes

'Ihough cornrnonalilt's cxist irm()ng
(:hinx's vxrit slrclchcs ()f consuntcrs. the
sun'c1' revells signifi(Jnt r.liffcrcnccs in

:ltliludcs lxt$ccn Pcople in nrml and ur'

r Dong Li received his Ph.D, in
Polilicol Science from Columbio
University ond is the execulive ossislont
to the presidenf ond fie inlemotionol
proiecr dired,or of Gollup Chino Ltd.

Ahr M. C'ollup is co-choirmon ol
Ihe C'ollup Orgonizotion ond o
boord member of Gollup Chino Ltd.

lxn lrrclrs.'l-hr- \'llsl Drai()ritr (r- resp()n

clcnts stirtcd thlt puntases of big tickct
rlcrns (,r1./lrrt) :rrc planned rethcr than

inrpulsivc. Jnd illnn)st hxlf slrted thxt
thcv lrrrr*'sctl J(lvrrt isenrents l)cf()re
nreking such purchases. Ihe url'ran con-
surrcr. Irrxvoer, is nrore likcl] thun thc
nrrrl urnsuorer lo strrdy adveniseorents

bclrrfu purchrsing rr big ticket iren].
tuln)nH:r \(l(.(lcd (itics (1)hon (1'n:,iJt-

ing o[ respondents in l]eijing. Chengdu,

t,trtnAzllr,tt. NJntinS. Sh.lngh.ri.
Shenyang, Tianjin, Wuhan. and Xian.
morc thrn (i0 perccnt said they first
sruJy J(lv(,nise,rcnts l)(lirre purclra.rng
consumer durable's such as refrigerut()rs.
xir c(lndition(rs. and rice cookers. Re

sponclents were evenly divided bet$een
thosc who clecicle on prxJuct purchases

llcf()re visiting st()res and those who visit
two or lhree stores and then select a

pnxluct to purchase.

Mosl Chincsc consumers, espccially
Ihtxc in urban areas (7tl prrcent), prefer
t() pitv more for high-quality, clureble
pnrducts than rnake repreated purchases

r>f cheaper, less durable products. Thirtv-
eight percent of all respxrndents (52 per

ccnt of urban rcspondents) state that
thev would pay higher prices frrr high-
(luality p()du(ts rathe'r than buy inex-
pcnsivc prrxlucts, regardless of qualit).
lntcrestingly. thc sunel'reveals that over
hrlf of tlrosc quesrioned buy big ticket
itcrns lr-crrrding to current trencls rathcr
than go rgainst L()nventi()n.
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'l'hc suncy .cvcals sl):rrP dillL'rences

hetwecn mral and urban xttitudcs xlx)ul

foreign pri ucts. overxll, (;l)inese (\)n-

sunrcrs prcli'r to l])ttl donresticltlly rttltntr_

f'lrcturccl pnxlucts rxther lhxn (rnrpemblc

f<rreign maclc g()(xls. ReiP()ndcnls in lllc
scle(ted (ilies group, ho,levcr. arc lcss

likclt to [N'or d(nDcslic pftxh(ts thitn xrc

consuntcrs neli()nalh. Only in (;u nSzln)u

did nrorc consuntcrs pretlr ltrreign pnxl_

ucl\ k) d(nncsti(lh' rrxdc 8(xxls.
llr:rn(l n:rrrr(. \c(1ll lo I)l:l\ i,nl\' .l llll_

n()r role in lhc Pu(h:rsing tlecisions ttl'

thc xvcragc Chincsc consuorcr- <)nl)' J0

prrcenl of rcspontlcnts sliltc tllat tllc)'
trrtrld lrul' lclcling hmncls rcglrdlcss rrl

pricc, tlrough rnr(nl8 [trl)xn rcsl)()n(l('nls

the slaltisti( riscs l() ll pcrcent. In g(n_

cral. Chinesc c()n:\ttlncrs do nrl lxrk lirr
prodttcts u'ith nurltcr()!r:r ld<led lc:t_

lurcs-thc avcrllSe (:llincsc ((,nsutrcr
prcli'rs to buf inexlxnsivc pr<xltttrs u'itlt

linritecl lclturcs ( l t Ptrcent) (xcr t()P_

r:rtcd products \\'ith nr:rny lcrlurcs (29

perccnt). I:inilll), basccl on thc strncy rc'
suhs, m()sl of Chirlx s c()nsutlrcrs Prc r t()

sl]op at storcs thel' tnlsl xs <lrlxrsccl t<r

s{()res l!'ith the k)$csl priccs.

The typicol Chinese home

ln xddilion to qucn'ing consttmcr likts
and dislik!'s, thc survey sottght to size up

prcscnt living stand:trcls io Chin;1. It lirund

With the exception of

VCRs ond video
t.

comeros, responoenls
tl

expresseo o prelerence

for domesticolly

mode products.

llut tl)c Jverilg( Cltinesc hottst'lrol<i con_

sists ol'litr pc()ple. Nitli()n$idc, l'll Prr-
acnl ()f h()tlsch(rds suncl'ctl o,vn lt lc:tsl

onc bitl'r1c, r)ughly 6{) I4-r(cnl hrvc tlec-
tric lins lntl nrclirx. 5 r l^-rccnt os'n llhck
lncl $1tilc tclcvisions, rn(l l{) lxrccnl hilvc
('()l{)r tclc\ isi()ns. O\tr (nlc lhir(l ()f lh(
houscholcls h.lvc cl(tri( riec <xrkers htrl

()nl)' 9 I^-rccnt os-n tcltphones.
Rrles ()l consunrcr chrr:rhlc ounership

.rrt. trrnsit[.relrlt. lliElr(r in llrc (inrntn \
thrcc Iirrgc\t citics-lle iiing, (;uxngzhou,

Jn(l Shxnghri Nincq-lilrr Frccnt o[ tltc
h<rrschtllds in llrtlie thrcr t'ilics os'n trrkrr
tclcvisions, 90 perccnt havc rcfrigerat<xs

lncl hicyclcs, llli pcrccnl Possess clothcs

u'lshing nuchines. 65 lxr(ent h;tvc elcc-

tri,. h:trr tlryr'rs. unrl Sli p< r.r'nt lt:rvc rrrc

<xrkcrs. Ror.rgltly hali ol lll hoLrseholcls in

thcsc thrcc citics hxvc (lectri( st(itnl ift)ns

and video cassc-lte recorders (VCR\). and

onc third hilvc teleplx>nes, slereo systems,

or gas \r'rter heatcrs. l,ess than I filth of
rcsp()ndcnts in Beijing. Guangzhou, and

shanghxi o$n ilir c'onditioneni and only 2

peft cnl ()wn :rut()nl()biles.

In additirn lo qLrizzing responden$ on

thc itcrrs thcy presently orvn, inlc-n ic*ers
.rlsr: in<lurrcd Jlv)ul \h,)fl-lcfln purchlsing

intcntions. Nxtionally, the big ticket itenl-s

()n Chinese c()nsumers s'ish lists for the

coming tu'rr )eirrs in(lud( (1r(,r lele\ i.x'n.
(J2 B'rccnt). rvxshing m:rclrines (22 per-

(ent). refrigcralors (21 percent). laPe

recordcn (19 pcrcenl). VCRS (16 Percent).
cl(tric firns (15 pcrcent), 3nd stcrco sys-

tcms {15 pcrcenl). Big tickel purchase

plans rls() inclu(le air conditioneni ( 12 per-

ccnt). tclcphones ( I I perccnl). vidc() cam-

ctls (6 pcrcenl). ru()nn)bilcs ('i Pcrcent),
rnd ( omputers (.1 pcrcent).

Vith tlte escrption of VCRS ,lnd video

canrcr:rs, rcs;xrndents expressed a prefcr-

cncr for d(nncstically mlcle products. As

morc Chinesc nrade consumer durrblcs
ilre nunufacturcd using :rdvanced produc-

tion tcchniqucs, the Chincsc populetion
sec,ms t() perceive lhc quality of domestic

g(rxls l() l^-,,rmp.rrahlc l(r. itnd the Pri((
lowcr thltn, lhal of imported 8oGLs.

tlousehold nomes

['()r oluch ol lrodern Chint'se history, a

strict isolati(rrist ;xrliry kept foreign goods

rnd trends out of rcaclt of the avcrage

Cl)inese person. vith the door n()w
s!\'un8 (rpcn to intern:rlk)nal lrade. thc

srrrvey sought to usess thc cxtent of tirr
eign comnrercill pcnetration in the PRC.

Nunres of 913 conrprnies ancl brencls of
rrrnsurner grxxls (44 funcrican, 25 Japan-
cse, 22 liurop(xn. lnd 7 fiortt olhcr coun

trics) wcrc presentcd to interviewees. The

rcsults indicalc tlrllt tl)c Hitaclti moniker

is nrost *'idcly recogttizcd by thosc sur-

vcyecl, wrth it rccogniti()n r.rte of 65 per-

ccnl. "(ixr Coh encl "l)anasuic follos'
closcly. with (r2 pcrtcnl xnd 60 Percent
re.ognition respcctilelv. Six ol lhc l0
nrost $ iclcly recognizecl n:rmcs r.e JlPan-
csc lncl only three ( Crra (irl. trlickcv

Morrst'. ancl iuxrll)()r() ) lre Alrcric'en.
-Ncstle. tl)e nr()sl $idclv rcc()gnized Eu-

ropcrn ndme. rankcd 16 ()ul of 9lJ ('i0

perccnl recogniti()n ). ln(l "Mercedcs

llcnz mnked Ili (39 l^-rccnt).
Rcc()gnition ol tirrcign brand nernes

lpl)c;lrs l() lt highcst in Clrinas url'ran

Fiourc I
MEon Annuol Household lncome by Areo,t994

sr,992

51 ,765

I t,s l2

$ r,o78

$68s

S564

NOIE: Y8.7 = $l
SOIJRCE: Tle Gollup Orgonizotion

Guongzhou

5honghoi

Eeiiing

Urbon

Notionol

Ruml

The Chino Eusiness Review September-October I 995

rocuS

20



FOCUS

.rrcxs. cspeciall), in the scle(te(l (ilics c()

h()rt. "(l((:l (i)h. f()r cxirn)plr, rcl.lisl(rs

62 percenr nali()nrl rcc()gniti(m l)ut 8J

I(_r((jnt in rlrl)irr .lr(':r\ .rn(l ()l I\'r(('nt in

rlrr st.lt,r tt.tl r iri(.\ "1,(.I)si ('rrlu" rrst's

[r()nr 42 pcrccnt niltionJllv t(,69 pcr(cnr
in urban lrels lnd 115 pertent in thc sc

lecled cilies. Br:rnd rcrrrgnilion ulso trrr-
rclatcs u'ith cducJii()n ilnd Jfllucncr.
Re((Eniti()n ()l "C(ri (-()h is.r.J l^-rccnl
anl()ng c()nsu lcrs wh() hilvc irn clcnlur)
lxry cducxti()n.66 p(.rccnt Jnrfig th()se
\\'ilh x iuni()r higlr sclxxrl edrrc:tlt)n xn(l
ul pcracnt :rnrong collegc gr:t(lu:ltes.
Witlr respc<t l() in(()nrc. rc(r)gnitt)n ()f

thc Pcpsi (i)l:l nlnrr is 2J pcr(cnt
anl()ng (()nstrnltrs wh()sc xnnrrxl h()uiic-

holcl inconrc is less thrn $J5{),,i5 lx(cnt
Im()ng C()nsU lers .,lhr*c annrral hor.rsc-

hold incon]e is $15(15799. rnd 7l per
cent tll()n8 lhc consunrers srrrveyed
\ h(,.c .rnnuxl lt,rrtschrrltl ,n('{),rtc ri\

grearer rlrln $7q).
Vidc nrme .ec()gniti(n nuy It rclatccl

k) severxl clrltuml subtletics, such ils how
tlre product nxr)rc is lrunsl:rtc(l into Clti,
nese. "(i)cll (i()lil, $ith ltigh nanre recog-

niti(rt. is rendere(l in Chinrsc k) rne:rn

"taste grxr<l and trstc hlppy" (&c&orr

&e/d. Advenising als() lnty fitct()r int() a

producl s rcc()gniti()n wide re(\)gniti()n
of "Nesllc nr y lx rchlcd t() tllc tclrvi-
si()n :rdveniscnlrnl slt)8ln coincci in tlre

Six of the l0 product
I

ond compony nomes

most widely recognized

by respondents ore
rlla
Joponese ono onry J

ore Americon.

errl)' l9t|0s lirr \estle coffee- lt{eidao
l:ttulilL,.t tt 'l-hc tlste is rxccllenrl 

-th:rtgrincd \\ i(l(sprerd p()pularil)-.

Ifie emerging elite

'flte suncv reveals tlrat Chinese con-
slrmcrs ruy n()t be EeJl:hy as individuals
but. in the xggregate, China possesses

rnortJr()us huyir1g power- The national
annual rrrnsumer inconre ltased on our
tlata is alxrr.rt $206 billion. The aggregate

lvrrrstlx,ltl s:lvin8:, l):rse(l on ()ur dau. in-

tlrrding hrnk lnrl n,rn-h:rnk s.lvings. is

alxrut $2.10 billion. Th,: difference be-
lwcen lhc crrrnhined tolal of houschold
incornc rncl houxhold s:rvings--$44(> bil-
lion-anll thc valuc of retail consumer
protlucts sold in 1993-$1.i1 biuion-
leevts nruch r(xnD f()r gr()wth in con-
sunrcr spending.

The survey rlso revc:rls, howtr'cr.
gr()$ing inc(nnc clisparities betiYcen l
snall group ti rtotlt'atr ricrc xn(l thc
mai()rity ()l rhc lx)pul:lli()n. 'l'hc nrcan an-

nual pre-t:lx lrousehol<i in((rnc is Y5.(,{)-J

($6lti). l)ul lrlrlf ()l Chinese househol<ls

have annual incorrcs krrvcr thrn Yi.5(I)
(S5ll). N()t surprisinglr,. urhen lurnilics
.rrc r)n,r('lr[llu(nl llriln nrrirl lJu]tlics in
ternts o[ anntral lror.rsclrokl inc(]nrc {&,(,

Figure l).
Vhile thc emcrgcncc of r nceltlry clitc

nould have l)ecn rrnthinkxl)lc iusl 20

years ill.lo,.i ()ut ()[ 1,(xx) (]hincsc'housc

holds (elxrut.i.11 ntillion pe()plc) no$
heve lnnual household incomes rxttcrl-
ing y50,(XX) (Si,7.r7). At thc olhcr cncl of
the spcdrum, ()Lrr dalx show thxt 1.r pcr'
cent of Chinese l-umilics full lx,l()$, Yl,1300

($207) :lnnu:ll incomc, which is roughly
the level lrlow whiclr incliviclrr:tls cun hlc
tirr govcrnmc-nt assisran(e in Shanghai,

Fr.rzl]ou, rnd [)alian.
Chinll's inconre levcls ulso dividc alrng

occlrpxtional lincs (s.,.,figurc 2). Ilusi,
nesspeople antl owncrs of privlrtc entcr-
prises have the highest averagc annual

Persontl inc()nrc:rnxrng lr ll ()ccup{ti()ns
(Y5,05-l). lirllowcd hy caclres (lcircling

nrcmlt,rs xt all lcvcls in govcrnntenl cle-

P:lnn)cnls. Sl.ll( ( nlcrpfls( s. in\ltluti(,ns.
xnd Pany ()rfianizations) (Y,i,.iffi), pnrfes-

sionals (inclucling rlerks en<l cnrpl()yccs
in thc se^icc indusrries) (Y3,763). fltrory
workcni (Y-1.652), lncl egricultuml *rrrk-
crs (including th()se in rgricLrllurr,
li)rc'stry, :lnimal huslrantln. ancl the fish
ing indusrry) (Y1.852).

\\ltlrrn tlte (irtc8{,ri( \ r'I Irrrr,irt( l)rrsi

ncsspeople rnd llrrncrr,. u'iclc in(1nlre
vJrl.lti(!ns (.xr:1. in rlrntrJ\l lo tllc rn-
comes of c:t<lres ancl rrrrrkcrs. Ihe stln-
dard clcvi;rtion of pcrsonrrl inconrc ol
lrtrsinessp<rrplc sun,cyctl is Y.],661. c(nn-
pared t() Y-1,109 lirr caclrrs rncl Y2,675 lirr
factorv workcrs. As thc- rclirrnts cu(
.it ePcr int,, Chin.r'r stutt (,nlcrl)n\(\.
ho\ .rvcr. incrcxsing ineonrc, clil'lcrcnccs
un<iotrbtcdly t!ill enrcrgc Jrn()ng Slitc
cxdres xnd factory u'orkcrs rrs w,cll.

Ttre fumily budet

The make-r.rp (r'x typiclll (lhinesc f:rm-

ily's budget kxrks qrrite diffi'rcnt thxn the
averalEe Aorericrn family's outlays. Ovcr u

thirrl ,rl .r t.lrintsc l:rnrily:' hurlgr.t rs

spcnt on ltrrr.l {n,{' IiSrrr( J). l'(1,1)l(, in

urbxn xreas lruclget the nrost of any pop,

Figure 2
Meon Annuol Personol lncome by Occupofinn,l994

5so6

$432

342o

s2r3

$r25

NOIE: Y8.7 = $l
SOURCE: Tle Gollup Orsonizotion
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Service industry profarsionol
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rocus
ulxli(m gr()up l() lixxl c\Ptnscs. llrl)xn-
ites alkrcatc -l'pcr(cnl to Irttcl pttr'
ch:rses, cornpitrcrl t() thc n.lli()nltl nI)nn ()l

-J.l prr(ent untl rlt( runrl [tlc ()l 30 l)er-
ccnl. Io I}(iiing. (itlungzltotr. xn(l lihJng-

hxi. the l)r()l)()ni()n sl)tnl (nt lixxl is (\'cn

higllcr-r0 pcr(( nl. .r.l p(r.cnt, lln(l 'l I

lx,r'('(nl rrsPe('ti\'ch.
S.lvings rrt st'rrrn<l to lixxl itr tltc (lhi

ncsc [:rnrilr"s llrclgct. Ihc tr,lxcul lirrnilt'
puts a\\'.r] 19 lxrc(1n of toul ltotrsellrrltl

inrrlne litr a r:riny tllrt-. -li, tl)x,r\'(.hi_
ncsc, hos'evcr. slving ntcuns sintpll
spcnrling :tt J lxlcr drte. ln onlcr ol'tlc'
(txsing pri()ril\'. ( ltincrc hottscltoltls
tt).rrk \Jr,rng\ l,'r rltil,lrtn ' ttltrirrtrr'n.
tlrnill' sickncss or inju6'. lltrrchrtse rrl'lr

nt.rr h,,rnr. ,,r rcttt,rlt linA Jn (:(i\lr11g

Itr,rnt'. Ptrrt'h:rsct i,l lt(!rl)t ('lt'(lr(,rrr(
itcnls irnd ()tllcr dul-lrble trrnsttnrcr grxtlr.
thiltlcns rvetlcling crpenses. living tx
pcnscs tirr rttircnl('nt. Iinrtncing lirr rt

l)usirlrss. in(l tt'ltvcl and cDt(nxinrllenl.
'li) measLrrc Chinrsc sPcn(ling P()l)cn-

srty in anothcr Ilslrir)n, intcn'ie\t(r\ :tskcd

ulxrttt ways in wltich.t pcrson rvoultl
spncl l hrgc' *'incltirll. ol tlrc l6 (lte'

8()ries ti)r rll(x:rti(,n o[ funds pr(senlcd n)

lnt(.r\i(\^('(\. tlrc l()P l) N'cr(' llrrtrsinA.

trrnil) sirvings, purchrtsc t:l hontc clcc-

lr)nic itenls ()r (()nstltner durltl:lcr, pttr_

Notionwide, 92
percent of those

surveyed soid they

hod wotched television

ot leost once before

ond 80 percent hod

wotched television the

previous doy.

chrrsr ol elcrl'dut housc-holcl prrrlttcts

:rnrl purchusc o[ inlcrior dt'coralions
()\'er{:rs tr.t\'cl ritnkcd ftrtrneenlh, $llilc
sl(x k in\,rstrl)cnts [lnkc(l lllst.

lvledio offcionodos
lVirrk(litrg ipc(illisls nrel' he gla<l to

lcl[n thrtt nruss otediJ ( nc\\'sl)xP(rs, n1ll8-

:r7in(s telcvisi()ll. ilD(l r.l(lio) hes :t n'idt'
Judicn('!- in (lltinir. ()\trxll, tltc survcl'rc
rt':rls thlt tlurse nlrst likclv kr lt reechcrl

tlrrorrgh nlrss nrctliu lcncl to lt educetctl.

rrlrlt, ugcrl lli-19. lrn(l \\'i1h inc(r01cs

lrigh,:r tlun ll)c nitti()n l avcrxge.

l(l(\'isi()n \icuing ir't (lllinil is surl)ris'

ingll' high. Nrtion$itlc. 92 pcr.('nt sli(l
tlrcr hed n'lttcltttl tclclisi()n xl lcltst oncc

lnlirr(, rncl ll0 per(cnt ltltl $'uttltc<l tclc'
\isi()n thc prc\'i()rrs r.lal liren ntot'c ol tltc
turblrn pr 4rrrl;ttirrn strn'c)'(d lll() Prrc(nl )

rcB)flc(l the\ lucl \ rttrltul tc[r irion the

prcvious <lar Roughlr hlll ol lxrtlt ntttl
arrrl urblrn rcsidcnls r(p(,nc(l ltltring lis_

tencd kr thc rxdi() {nr lhc prtr'irltrs clrr1.

\\'ith lcgirrd to Print ntcrli.t. (iltincsc

n)(n ilrc rrrl)tu likclv tlrun rl-.tttttt lo rcttl
nc\\'sparpcrs-13 l)(.rr(nl (r' rnan sxi(l thllt

thcv hutl rtltd rrr\\'splll)crs \('\lcr(lJ\',
co!]rplred l(),a.r p(racnl ()l th( \\(nll(ll
sun'cvtti. \'otrng 1'rrrlrlt' ltrt nrore likclv
to rel<l nrrgltzittcs thiLn xrc ()l(lcr (lhines(.

Iloughlv hull ol lhost ;rgccl ll{'29 hrttl

r,.:ul,r rtt:tg.tztnt on ll)r'(h\ Pri(,r t(,l\inS
qucsti(nrcd, crrttrPrtrctl lo r<,ttgllll rl thircl
( )l- rcsp( r'r(l( nls in lhc J0-J9 xn(l l0 6(l .Hc

trrlrl'rs. 'lhcre rvrrc nrr strllstltntiltl tlillcr_

cnccs !rn()nrl illlc lar()LlPs in tltr. inticlcncc

ol rclcling nc\\'spill)rrs, llthott6h utllan
rcsidcnh urc much ntore likcly tlten rurul

rcsi(lenls l() ltave rc:rcl x ncwsP.lPcr thc

prcviotrs dl,v-7l p('recnf c(xnParcd l() J7

prr(cnl. lin Prior-<lav nuglzinc rcltcling,

rrrlr.tn rtntl ntltl tcsPott:.c r.ll(\ \\'( rt. i'l
pc('ent xnd J I Pcrccnt rcsl)c(livcl).

Knowing y.our mo*ef

\\'hilc elcry [<rreign trrrttpanl s'anb trr
[':rrn slut uill scll in (]hin:l xn(l \\'lllrl
\1,r1t. hnding this r1'pt' of inlilnruti()n lus
nc|cr becn cils\. I nlil tllc ,ltid'19t10s.

Ir.rrk, t r('.r'lrrt lt .lrrl n,rt crcn t'sr.t rn

(lhirrJ. I(()nr)rnic inlirrnntkrn gatltcrcd ll
tllr Slxtc 5l.llisli(xl Ilur(Jtl .ln(l r{hcr \l.tl(
Jgencirs is gcncrullt' rcscn'ccl lirr govcm-

nrcnl dr(iri{)nnukcrs (illlup's sun'c1 pn>

ridcs I rrrctlrrxhrlogicllly' sotrnd glinrpsc

{)f Chinus nxtt)nxl ('onsunrpti()n p!ttcms

in l lirnlut furrrililr to intcmxli(nltl fifirrs
Thc inrfx)niln(c of :t grxxl tnrnslation ol l
pr<xluct s namc int() Chintsc rrnd thc high

rJtc ()f tclcvisi()n vic\!ing ilrc iust tu,()

rnorscls ol inli)rnration proviclcci by tlte
sun'c) thtt li)rci8n c(nnpirnies can con_

sider us thcy plxn tlleir Chini nlarkctin8

strategies. 'llurugh tltc study rtvcals tlt:tt
thc rvcragc Zll{)tr is n()t rushin!{ ()ul l()
huy rxpcnsivc nrnre lrrlncls. tlte typi.al
Chinesc c(nrsunlcr is PcrluPs only wxititlll

until his ()r hcr (ash Il(,$' Picks uP

speed-nltionrvidc. (rll pcrccnt o[ tllose

surv!'ycd id(ntificd with x Pcnonal phil()s'

ophy r:f rvork lrxrd itnd gct ricll. i,

Fioure 3
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Entertqinment
Y2e (s3)

Medkol core
Y23 (t3)

Non-food goods
+3r (s4l

Rent ond ulilities
+4O ($51

Children's
educotion
Ysr (i6)

Clofhing
Ys2 (s6)

food
+192
(522)

Sovings
YI TO
($20)

NOIE: Y8.7 - $l
SOURCE: The Gollup Orqonizotion
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I Alexo C. Lom

Retoil choin stores

moy provide foreign
retoilers the link to

Chino's consumers,

but beginning
operotions is no

eosy tosk

I Alexo C. Lom is o porlner in the
Hong Kong low firm of Koo, lee & Yip,
speciolizing in Chino's retoil, corporote,
commerciol, bonking, ond infrostruc-
fure seclors.

<liscovcred that the inunensc nrainland
g4rrrl:rtIrn rit. nr,t tr.lnslltc .-J\il) rnl(,
:r hca<lt' strt'enr of cus(xncrs. Thc etr-
pll()ril ()[ 1992 broLrght ()n l)\ I)cng
Xil()l)ing s call fbr acccleratccl eco-
norti<' rcf<rrnrs grudgnigly subsidcd al-
tcr thc ccnl(tl lcacJcntrip lrgan ln aus-

tcrity (lrive in the scc()nd h:rlf ol l99l.
'lltc tiglrtening hacl a direct inrpil(t ()rr

rct:ril sales, rcsulting in e negatilc rcll
gr()$'lll rrte lirr Chinls retail narket
drrring thc 6rst half <;f l$).r.

Although sllcs rel-l<rrrndccl sonren'lr:rt

in 1995. nran)' foreign-invcstcrl ret:ril
bLrsinesses strffer fronr slulllish salcs. cs-
(.rl.rtinl.l r)r'(.rhc.r(l co't.. :rn rnt.fli. it,nt
kxul q'orklirrcc. tnd the ()nrnip()lent
(llrinese lrrrreaucracl. Altcr tlrc first nrsh
ol <-urious visik)rs. rx)st tbreign-irl cste<l

rctail cntcrpriscs <luickly settlc tk;wn to
thc routine <:f watching pcoplc coort.
xn(l !l(), s(rnctin)es logging ()nl]'.r fi \\,
sltlcs l wcck. II pr()perlv slntclrrrecl :rntl
lrltss<l lith lltc ne(cssan g()r'cr,lnt(,rl
ilssisliltl('r'. lxr*'cr.cr. l lirrcign retail o;r
( nrli()n cilrl pnrlralrll, llnll--1;s 11q11.-
rts t,\\n nr('ll(,. Il\'\tnhtuflng ol\1.rtx,n\
l( ) r)rinil]lizc crrsts and truining sulcs 1rr-
sonnrl to providc fricndlv scni<c. lirr-
cign rcl:rilcrs shorrld lre xlrc t() lttriral
nr()r1, (ust()rners rnrl sloult llrilcl profit
lr)lrrgins.

A cool rctoil climote
llt()st li)rcign in!'est()rs c(rr[r()nt nu-

ucrotrs obstacles on the long rrr:r<l trr
the (lhinl nrarket. but tirr tirrcign retail-

trs tlrc prrrlrlvtrrs lrrc nrrrltiPlirrl. Srnr'r.

llciiing (i()es not villue retxil \:entrrrcs ils
highly xs (r)nstrucli()n or ()lhcr in(htst.iJl
r'cnlurcs <lcemed neccss:lr) t() fulfill
China s tlevelopment needs. thc I)R(l
hxs hccn reluctant 1rl grant appr()\,irls
for incliviclual retail activitics ancl lres

lintitccl thc scopc of lirreign relail il(1ivi-
tics in Cllinx.

llnclcr the Retail Rulcs prorrrulgltcd
l)! tlrc Stlltc- C()uncil in 199J. llr(. SIxl(,
(iruncil and the luinistrv of Intcrnal
lrade (trll'l, the organizetion thal over
sces all reteil operiri()ns in (lhinx)
stri(th'c()nt()l the pr(xje([rre li)r cstxl]
lishing l retail fi)reign in!'cstc(l cnter-
prisc (flLl) in China. The nrlcs rncrclv
sct lirnh grlicl sutenrents listing ((nt(li-
Iiilns lr) l\. s.rtrsfietl belirrr.. l,R(:.tutllori
tir.'s will crnsicler an application lirr:r re-
t:lil liccnse. but clo nol set guirlclines firr
gxining appr()val ls.,e'Ihc alJR. .|.\nv].\--
l"( l)ruxry 199,r, p.22 ). :lc( tusc rcttil
j()ilrl vcntrrrcs arc likelv to llc dilliurlt to
sct trl). n)rnv li)reign c(nrlPxnics reh'(rr
otlrcr nrc:rns l() !{et lheir g(x)(ls l() tllr
Oltintsc <rrnsr.rncr (.rtr p..12 ).

'lir olrtain approvel. l pr()slx(rir( fi)r
cign retail invest()r ruust sul)uit u l)r(),
j.(l pr()l)()srl ancl fi'asibilitr slu(l| l() tl)c
Strt( (i,unCil. Thc Stale C()ult(il \\'ill
tlten discuss the xpplicxti(m uitll MII'
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Topping the
Retoil AAorket in Chino

cspitc thc prLhlicity srrrrounrl-
inr{ lhr ncw-foun(l spcnding
pos'er of Clrines 1.2 lrillion
1-rcoplc, firreiqn rcl:rilcls hrvc
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lJr'clux' (,f thc rnan) rcstri(ions Pla(-t<l
()n retxil ()p('rali()ns in Chint, approval

li'(rn thc sutc (i)uncil is a valual)lc assct

for lorciSn-inv(stt(l cnlerPris('s (l'lEs)

wlntin* t() sctl thcir gcxxls in (lhinr. I"(w

approvuls have been granterl sincc Iltc
pnrrntrlgetion of thr StrLte (i)uncil Rchil
Rult,s tr l!).).1. hrrsrrtr. lntl srrntc lirn iSn

rctuil frnns hul'c xrught ahernltivc mctns

t() rc..h thc (il ncsc'consunrcr 'flttxtgh

tlr(x t)r(1lnxI. tl,r nrl :rlTrrd thc frrrt'ign

rrtuilcr the lurr.l11' o[ dircdl]' irnp()ninB

lirrlrgn Brrrls. tlttr d,' allou tlx' ft)Rign

in\'(:'()r a B)int of cntry into tlrc China

nurk.-I. N()n-Sl.lc (i )uncil-xPProv('d ()p-

ri()ns in(ludc:
! Locally approved retall ventures
lhese eulcrpris(s are otten joint vcnturcs,

ilppfi )\c(l l)\ kx:tl g,'r'cmnrent Jttlln,rill(s
in thc sJrrc nunncr as ()dter l'lli\ $ilh l
t()txl i0\'( stnl( nt of lcss thln S:to milli([.
li)rcign'invcstcd dcprnnrcnl sl()rcs sr.l(h

:rs Shrnghais u'ing On. shui Ilin8. Sin'

ccrc. l\l:ris(nr i\'krle. and ls('tJn. and l'J'
rilic (irnr'ord in t}t'iiitlg oFr.rte (m r kxrl
rppnrr.al l'xsis.

l}1't:rusc tttcy tlo not havc St;lte (:()utcil

approvul, they ilrc not restridcd l() lhe ll
rurc:rs prest rilx'd hy the Retail Rules. hul

sucfi r'enlurcs usually lack (lirccl i lp()fl
()r cxF)n rights utr(l arc only allowe<i ttr

openlt('xl a Sivcn sitc. Many krally ap-

p(rvc<l rctlil j()int vcntures als() d() not

hx\,(. rctJil lict'nses from lhe Ministry of
lntem:rl Tnde (IUIT) lrnd rnust rely ()n thc

Chincsc panncrs liccnsc. l'ltc Chincsc

paflncr t() the vcnlure olten eontributcs

l:rnd ust nghts :rs ils in-kind ('()nlrihutk)n

k) thc i()inl venturc- ln somc ca*-s, lhc
(ihincic pxnner nrercly acts ils ll rentill

Jg('nt. re(ci\ in8 :r gr.rJnrnlccd P:r) mcnl in

cxrlrangc lirr land and liccn$'us('.
I Reotfurg'cour crs'tlsing lllis (Ption,

the li)rcign retrilcr enleri a disttilrtttion or

consisnmcnt xgrectnent with r Sliltc-
o$'ned (,r Sino-li)reign ioint-\'enlurc dc-

pJtlnrcDt {ore. Efti'('Iivcl-Y. thc frrrcign rc'
lailcr supplics g<xxls to the dcpanmclrl
storc, r,r'lrich tlisplavs encl st'lls thc gxxls
:rt d(siSnlltc(l c()llntcrs ()r txx)ths within

thc slr)rc. Ths srlespeoplc nrrnning lhc
(r)unters ilre rnrployee's of tht- depan-
mcnl st(,rc, irut ttray be .rsked lo \\'car

unifonls designcd hy rhe forcign reuiler.

'l'lr (lcPatlD(nt sl()rc rcctilcs ll colllnl$_

strn on each vtlc. but thc rulilcr hls rto
lcrs<.e or tcnant rights.

Whilt'rhis (rpti()n all(Nr firrcign rct:til-

crs t() plrlicip:rte in thc (lltin(s( rctail
nrilrkct wilh()ul incurring sul)strlrltiill inilixl
()!rrhvs, it (krs not gmnt thc lirrcign rc-

turltr rnrr,.t ('r,nlr(ll (,t'cr lln l)r(sclttJli n

or salc ol'its g<xxls. ln xd(lili()n, ll)c r(nt(r
h:rs rc4' littlc sccunq ()r (rrnli)fl in thc

c\.cnt thc dcPrnnl.nt s()re g()cs llanktupl
()r hils t() hand orer tltc srlcs pnrcttl'.
I Managcment subcontractlng l'ri
r'ete entl Stllc-o'*'ntl(i Chi,rcsc rcl:lil
lrrrsincssr.s \\ilh \\'exk s.rlt. .rrt Pr.'rnrt_
tc(l l() sul)(t)nlr.rcl lhe ntanlrgclttcnl antl
()l)r.rxri()ns rrf their retail husiness trr

()thrr rctxilcls. incLt<ling lirleign er:nrplr-

rrus. $'lt llJrc ('i'lalrlislle(l J lr'l)tlt.lli,n)
in tlrr (,hinx rctail hrkl. lf thc (,hio(sc

lrrrsir]crs eontrlcts nr:lnag('trtcnl ()l its

()pcl'lrti()ns t() a scc()nd:lr! lcl ilcr. th(
sk)re tu)icxlh tukcs ()n thc nanle ()[ lhc
sctt)ndarl' retailcr.'l'hc sul)((,ntrJcl()r
rontrolt ntlnagcntent clcr-isions an,.l

gcncrall\. re(cives J sul)stanti:tl sh;lrc ()l'

th( pr'()fits.'[his is usuallr'(]nlv J sll()fl

lcin ()l)li()nr thc scc()nd ptul,v has n()tll

ing nr()re than (()ntracting riSl)ts ln(l
<an lx rclier.ecl ()f its dtlties in :lcc()r_

dan<c *'ith rhc contract tcnns.

I Jolot-yenture relall arms fllis lhit
irc llrcrdv ntlnufacturing gtxrcls in tltt
I'R(l .xn avoid lhe haislc of getting lll'
pn^el lirr retail proie(t l)v instcrd sctling

ul) rcl:lil (,utlcl\ [4eirr('(l spccifir:tllY tt st'll-

ing thc FItis Pr()ducts. l'ernrissi()n li)r
such vcnlures is usualll elsill olrtlinccl

lr()n thc |enturLrs onginal lpprtN'll lu-
llnrrlr(\ A lcu $cllkDr)rr'tl (l,lllrcr\. ln-

<lucling Crotrxlilc enti Giordano. havc scl

up rctilil hr:lnchcs in tlris nrnnner. IJc'

(Ju\c llrcsc ()utlcts \{rutcc r.lrru.'tly ir,,nt
tlrir ()\\'n [act()rics. lhcy redu( ( thcir ()P-

cnting cost.s alnd a()id imP(rrting finishcd

gtx xls.

I Establtshing a local retail buslness
An cxiriting FIE $h()se husiness stopc

d(rs n()t nccc'ssitril) have to inrlutlc rc-

Biling can cnter int() ir i()int vcnturl $ith
l kxll (lhincsc'retail conrpenl'. 1'lre neu

l()int \,enturc. rcgardcd as ll (knllesli(-cn-

teq)risc. $ill n()t requirc N4inistq'()l lirr-
cigl'lradc and Economi<' (ixtl)cralt()n

lpProvel. The vcnlure Inusl. h()\'c\-er.
()l)tJin thc proper reteiling li<tnst lionr
\,tn'.

Ilcc1ltrsr the ioint vcnturc hJs tl]( sllttrs

o[ l dourcstic cntrrprise, its scrrpe of
business ilctivitics can lx's'icler than tltlt
()l i't:r,rdrrd IjlEi'. Tlt( i()rt'igtt pxrln('I s

(r,ntnr(tt,Jl tltrtits utrrellr invl,lt( l;lking
( il&. (,t thc \tore s n)cr( ltilrtdis(. ttlxnJ8inll

Jn(l trJining pcr*,rnor'1. .l,r(l l)l.rtrrlrnl
prrxlurt disphvs lntl shcll lavouts.'l'hc
(:lrincsc pxnncr's rcsfx)nsil)ilities in(ludc
p((uring sti)rr' sprec' lncl tlevch4ring tht
slonjs t rrstontcr lllst'.
I Fratrchtslng FrJnclrising. slill I r(rl -

tivelv ne$ concept in (lhinl. llck:' n rec'
rrgnizecl leg:rl frunrcs,ork ls&''lh( (:BR,

Novcrnbcr-l)ccctrlrtr 1992. P..10).'llre
rclationship l)ct$,ccn the Pr()l)ri('l()r ()f

tlrc lrrlnd nanlcs Jr(l lhe sl()r( (xvner

$,h{l sr'lls prtxltt<1s unrlcr lhcsc llJnres

oltcn inrrrlr'cs vJriirti(,t'ls ()n lhc lrl(li_
ti()nrl fmnchiser-frdn(tisce ilflilngclttcnl
(innprnies su(h ils lhcnlc- l]cnttton,
J{ Cnrrxlilq:rre sidcll :tssunrecl to lx'
[rln<hising thc'ir st()re nan]cs k) l()cal
(:llines(' cnl!eprcneurs.

ft)rcign rctailers rvho *'anl t() lxP lhc
truc porcntial of the (:hinx ntrtrkct but

who also rv:rnt t(> avoid thc l()gisti(ll l()tl-
l)lcs ()[ opcrating cach :tnd evcry storc

rh(.rn\clrcr' shrrul(l ('('tl\i(l( r Ir:tnt ltirrng
thcir brrnd names and ()pcruli(nlrl sys'

tctlls t(, l()cal cnlrcprcncrrrs. llos'e\'er.
sincc no lcgirl [nrnr'*, rrk ,I(,\'cminll lfln-
chasing irctilitics cxists, fi)rrign r(llilrrs
mu-\t ukc extri Pfttaulions k) cnsurc lhrt
tllcir lni(lctuInr', t-Jd(nurks. irn(l l)r()l)ri'
c()rial systenrs are :trlcquatell' pr{etted.
To lxrlstcr pr()te('lir)n rrf tlre lirrcign in-

!c$()r's intcllcctual propcfiy rights, ctn-
pkrl,ees and friLnclrist'cs slr<lukl :rlso lx
rc(luirc(l to sign binding confidcntiirlity
Jnd non-c()nrlxliti()n rgrccmcnts.

In thc cunent campaigns by multine-

li()nals l() prote(1 their intellettuul prop-

cfly riglrls in Chinl, forcign investors

hrvr l:rurx hctl h$sr.rts .rgJinst rnl'rinlurg

nunufil.lurers and srrlcni. ltlming t() thc
(:hiner,c counr f()r p()tc(tirrn. :'(nn( (lhi

res(, cntery)rises ha\,.e xl*) filllen li(tim t()

(1)p)(irl nlilntlf:!(tuft'rs lnd ((lllnl('rfctlcr:.

rnd luvc initialed thcir orvn lt'gal luttlcr.

-Al.xd 
(;. l..tt

rocus

Cther lnroods
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rocus

Stote Councilapproved
firms need not work

through FTCs to

sell Chino-produced

goods obrood.

Y

l'ccling thc pinch ()l (lhinr's cc()nomic
tightening. hoscvcr, nlrn\ l''l-Cs arc
lrLrngry lor husincss lnrl rn:r1' be pre-
plrecl 1o cut clells raith fi)rcign retlilers.
()ficn covering ()r u n(l( r$,rilinl] Cust(nns

clutic. :rnd lni.urJD('L' n:r)'r)r(nl\ l() (nli('(
frrrcign busincss. IUI'l' is rep()rtedly re-
vicwing the l0 pcr(ent i rp()n restricli(x'l

undcr tlre State (iruntil Rctrril Rr.rles. An

\11'f official lr s hinr(,(l that rvlrile thc re'
stricti()n \\'ill not lt lilic<l lltogcrher. it
*'ill likcly he relaxcrl.

An()thcr xdv.urlilge lirr reteil firrns
with Stxte Council uppnrval is unlinlitcd
cxp()rt prit'ilcgcs. (lnlikc kcy inliaslnrc
trrrc pr()iects. fi)ft,ign rctJil i()int \,enture
,,1)cr.lli(,ns .rrt' n,'l llrr.rr:rrrt!-(rl li,rergn
r'srlr.tnge r'.rrnrngr. \'ltlx,lrl ('xp(,n pri\'-
iltges. reteil !rrrttrres tlrat lack State
(irrrncil approval orust rlepcnd on the
openness of China s s\\,ap nrarkets to
balance tlrcir lirrcign cxclrange. Ilccar.rsc

lrpprovetl fimrs neerl not rvork tlrrorrgh
f'JCs t() sell (lhinr-plrclLrccd goocls

abroad. thcl c.ln c)ill()rt goocls pur-
rhasecl locally lronr third plnies. sell
tlrore grxrjs, rvr'rsr'.rs. :tnrl r. lm tirreign
cx<h;rnge lo aicl thcir <rrrrcntt, l'lalanc

ing cffcrns. Stulc (i)un(il appro,'ccl rctitil
l_llls are bannecl, lxru,cvcr, frorn expxrn-

ing c()mmodities sur'lr ls corn, soy-
Itans, tea leaves, silk. (()tt()n. cnrdc oil.
crnl. antl alunrinum.

Drowing in customers

l)cspire tlre nun), dilli( ultiei in entcr-
irrg tlre Chines< rttril nt.rrkct. li,reign in

$

valuc limit ()r imp()rls hy retail finns with
,rnlv kxal .rppnrvul must he hrrLrght intrr
China tlrrough in l-TC. T)picxlly. n(:s
chargc' a lrandling fi'e equal to 30 per-
cent of the valrre of the imponed grxxl.

=
ZE

=

We have all the resources you need to do business in (lhina. Our
comDany staffs over 30 western experts in business and engineering;
all located in (lhina. Our connections are vita! to your success and
our resources are at your disposal. Let MTI help you scalc the walls
in China todayt

@ M.n.tcn'cnr Consulting

@ Mirkcr R.sczrch

O Infom.rion Scrvi€s
(D Rasibiliry & RirkAn.lysis

t-360-779-4430

@ Invcstrcnt Dcvclopmcnr

@ Contred & t-cg.l Scwic.s

O ofTicc scrup scrvicca

OTEdinr& Equip'n nr salcs

Fax: I -.160-7 79-49-3.3
Scarrlc. I ISA

MTI

t

call for free brochure
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runrl solicit its ()pini()n. lf lppror:rl t<r

trrrrsitlcr the xppli.xti()n is gtrntcd. thc
invcsl()ts crt'l proccctl lo l-.x(,culc llte
rclcvirnl j()int-\,entLlrc (\)ntr:lct, xniclcs
()l xss()cillti()n, antl other :urcilllrrl' tk)(.tr-

Ilcnts lln(l srrl>rnit lhcl)r k) tll( lUinistry
()f li )rcilln '[ rilde itn.l [i'()11(ruic (:(x)per-

rti()n (Nl()FTEC). Ilct:ril ljll':s sh()ul(l
sctk epproral fronr lroth thc StJte
(irtrncil and \IOFTE(:. l-h()sc t lrit lt r1>
crrtc u'ith onlt [rlrl an(l ]l()l:lllc xp-

P(rr'lrl lrrc not gulrentcccl inrpon end
cxp()n li(cnses. Wilh lllc c\((l)li()n ()[
r'('stllur.rnli\. .rll rct:ril l:lIs ttllr'l Iirtttt ci
lh('r c(lLrity or c<xrpcrrtivc rctlil ioint
vcntLlfcs.

t.()rcign rrtxil firrrrs-lxrth lll()sc !l)-
Prrvc<l uncler tl'te Statc Crlrrrxil lictail
Ilules enrl those \\'ith onlr,' lrcul-lcvcl
lupl.)rovlrl-----<rrnstilulc ir rninrrlc lrxcti()n
()f (;llinil s rnrmrn()th retuil inclustry.
wlrich is tlominated l)y lilirlc-()wn(d
conglomcratcs such :rs thc .Jin .JiJng
(lr()ul) ()l' Sh:rnghai.'l hc Stlrlc (i)Llncil
ll(txil Rulcs lllos iirrcign rel:lil i()int
\'cnturcs iD six cities ln(l live specilrl
c(()r'l(),lti( z()nes. As ()l l\lxrcll 199;.
onlv l t strch enterprises ha<l rcr'civcd
lr1-rpror-ll.

(irr rrrntlv. complnie: l'r()ll) Il()ng
K()ng, laiwan, S()ulhe.lst Asiu, and

.Jxpln pilrtncr the bulk <;l Stltc CoLrncil-

luJrprlvecl reteil Flfls in (lhinl. S(nnc rlar-
jor trS:lnd Canaclian retrilers urc lc-
tivcly ro'ing k) establish thcir prtscnce
In tlr( (1\rnln'. Snull-s<l[ (.hr,](,\( l)rr-
t'tc enterprises ure also lrginning to
enrergc, and some Statr<ru,nccl rckrilers
hrvc restnrctured therrrsclvcs irtto shere-

h()l(ling cnterprises t() c(n]l[^*tc ol()re cf--

lectively with othcr retail entitics.

Apprcvol hos its prMleges

If a retilil FIE is luckv cnough t<l ol->

t.lln 5t.rlc (i,un(rl rppr,,r.rl, rt rrtlt int-
grn grxxls \\1)nh Lrp t().10 pc(cnl ()f its
li nJl r({ilil srlrs I.-r ;'cur \\ illn ,Lrt lrJving
to work through a foreign tr:lding c(rn-
prny (mC) licensecl by N'lol-l'tlc. The
irnp()rts must consist ()f general retail
mercl'uncli-se to be solcl witlrin the f()r-
eign-invested st()re. Any g(x)ds imfx)ncd
lr1 tlrc rct:ril flE Jrc {trll suhi(1't (, Cus-

krrns rhrties of the irrr;xrn s |rluc. rvhich
cln cxceed 100 percent. rlc;^-n<ling on
the typc of merchanclisc

Any imlx)n5 of State Council-eppnrved
relail venlures ab()vc thc J0 percent

=t
=l

. . . at opportuniry corfiing of age
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FOCUS

The most common

mistoke omong foreign

retoilers in Chino is

torgeting the wrong

morket segment.

!()rcign xnd dontcstic ldvcrtiscrs
sg)c'nt an cstimlted S-'i.tl l)ill()n in l9r)i
t() l)r()nl()le p()du(1s in tlrc (lhin:r mar-

k(t.:r -.1 pcftcnl I(tnll) (,v(r thc l.)rcvi
ous ycar. and advcnisinl.l exPlnditures
lrt cxpc'ctccl t() c()n(itltrc risinS. ln the

ll'rst'nce of conrprchensi\ c nati()nal le'g_

islation. lro$'cvcr, lhc .-i0.(x)o China-
l-rasctl lchenising lgcntics havc gonc

llrgcll' rrnregul.rtcrl. 'lltrs situation is

quicklv changing, tottglt not nc'cessrlr-

ily to lirreign c(nnp.lnics ldvantrtgt.
ln an:lttenrPt to slandJrdizc advenis-

irrg pruclices ancl contlrlt alltst's rvhich

lule pl:rgucd tlrc :l(l industry in rccenl

lcr^. China rc-ccrllv passccl a nes'h*
gr)!(rt]inB rdvcnisctllcnls.'lhc Adver-

tising l-.rrv of thc l)crrylc s Rcpuhlic o[
(ihin.l. \\'hich $cnl int() clftt.t in Felrru-

irn l(})i. irnfxrscs x Lrnili)rnr sct ()l reg-

rtlltions on lclcvisi(nr. flldi(). :lnd $rit-
t('n :l(lverlisctllcnls.'l'ltr' ncrv larv,
u,hi,.1r is intcndc<l l() suplrirnl lhc stltc
(i)url(,ls l9t(l Rulcs Rcgartling AciT'cr-

riscnr(.nl. is hcing irnplcotcntctl anr.l cn-

lirrtcd lr\' thc Slxl(j Adrlini\l t'lli( )n (r'
Imlrrstn' encl (i n)ulcr(c (5Al(:).

l)esigncd t() utltlrt'ss tltc tnr'rclsingll
s'iclcsprerrcl prol.llcrr ol lllsc ldvenis-
ing, tltc Ad[e(irittg I]t\\ lisls [xin](ss,

Truthful Touting
accucrr'1. and ttuth-in-advcnisirlll rls ils

r.rndcrlr rng prinr'iplts, :tntl prohrlrits
tirlsc ststcmenls ()r any allelnPl\ t() dc_

fraucl or rnislclcl consumcrs. -[hc la"l'

funhcr stillulatcs that tlle (()ntcnl ()l J(l'
vcniscrrcnts Itrust "lt (.(lnclucivc lo the

physical rrrd rrrental hq.tltlr of thc Jrrtr
plc' :rncl prrtr:ct tlle intc'rcst-! (,[ c(,n-

sunlers. [)uc to thc vaguc langtragc
usccl in somc <>[ thc Advenising [:trv's

pr'()\'isi()ns. tt mly bc neces.sary ftrr ed-

\.cniscrs t() i&)pt a l\.ait- nd-scc iltli-
tucle rcgrrding their enforctntent.
llr)$( \'( r'. llr(,rc (l(lailed rnrPlcnx'nting

regulattus rrc crpectcd to bc issttctl

in c(nIing rn()nths.

The Ad\c(ising Lr* spccilitalll pn>

lribits adlcnisers liom using the (,lri-

,'lcse nilti(nlal llag <>r utltenr as u'ell lts
niuncs (r'll()lcmnlcnt 6gurc's. Sup rla-

tivcr, strah rs 'nltion s bc'*t ,rr ",,,n
It'rcl ntu) ttul lx ttsetl. .rncl rrtht rl isr''

nlcnl\ t)l:tv n,:l contain ltn1'tllrng
<lccnrt.cl ()lrs<cnt'. stlpersliti()tls. lcrif)'
ing, \i()lcnt. ()r disgttsting. (l(,nlcnl
:iull$cstinlt racill. ethnic. or rcligious
di\crinlinilt i( )n is llso prohil>itc<1. antl
ecls nral n<l 'disntpt ltlct'lml ordcr
<lr rhrnlgc (r)llcctiYe iutcrcsls" ()r cn_

dlngcr pcrsons or pnrpcny. ln addi'

tt)n. tlrc Advenising l-:r$ Pr(,hihits llds

c()ntirininB lrraterirl lltill is dectnctl
hurnrful lo thc phlsiclrl trr mental
hcalth of nrinots or disablccl persons.

'fhe A(lvc(isirg I:l$' rls() stiPulatcs

crileria f()r truth-in-x(lvcflising. Any ad-

vcnising clairrls c()n(crning tlte nature.

capal:tilitics, placc ()l' ma n ulrlcturc.
cltrrabilitr,. qu:tlil!, ()r prir:e of g<xrds

nrust lle statcd clcarlv. i\krrc()!'cr, thc
Adlcnising [:rrv rcqtrircs thJt Jdve(is-
ers pnrvidc cvidcn(r k) pnrve that any

stxtistics irn(l invcstigxti\.c rcsults usccl

t() pr()nr()lc a prcxlurt arc tnl(. ilnd cx-

prcss such cl:linls in I dcar ancl unant-

l)igu()us rnil,rner. lt rrlso spccifit's th:tl

xd\'(rtiscrltenls ntcnti(,ning Prtentcd
prrxJtrcts or lxrcsscs inrlutle llr rclc_

v:rnt registcrcd prlcnl nltrntrer, lnd rc_

quircs a<lyeniscn t() (lisplxY l)usincss li-

ccnses rvhcrc lpplit uble.

No snoke dl
t'vcrll ()f thc A(h enising Ltw's pr<>

visi()ns arc clcsignc<l t,r crack dolr,n on

tlk' sx:tglqcrlrt((l .'l.ttntr olicn rct'rt itt
rneclicrl rnd pharrnlt cuticrtl product
ar[s. Ads for tltcsc prrxlttrls lre spt'citi-
(Jll) l)('hilril(\l lnrrr intludtng -urrxi.

cnlifi('' clxinrs. or clcstiiptirxrs r>f dre

vctil()rs c()ntinue to be lurctl l)) its lxF
tential. Ihe best slntcg)- fi)r th{)sc FIF-S

$'ishing r() iump int() this se(-t()r is to cx
lnrinc carcfully the consumpti()n needs

ancl patlcms of thc typical (lhincsc" fam-

ily. rnd take the lead in crcating ! de-

sirc ft)r lheit p()ducts.
'l he m<xl connton nrisl;lke itnr()ng for

cign rctxilers in Chinr is lurgtling the

s'rr;ng nrerket segntcnt. (i)ntr:rn' l() thc

hypt lhxrt lhe drxnrltic ris. in in(()tre
.rn(i \l)(n(ling P(,w('r ol tll,)(l(rn (.llrnl\
city chvellers, most arr still struggling to

nlrkc cncls nreet. Civcn thc snt:tll ptxrl of

lulllurnl c()nsunrels and cxPalrixtcs in (lhi-

n(sc citics. lr rctiil l)trsincss shottld an'
tlror itsclf finnJ1 to Ihc ltvcntgc urnsunter.

ruthcr thln sclling onll higlrprieccl grxxLs

in lr ntlrkct shere;rr'rtilrtblt'th:ntancl is ll_

r't:rdy srukctl up b1'othtr crxnpelilors. Al-

tlrough slles gr()wth in lhis scllnlcnt will
lrkc linlc lo devek)l), thc.lvcntge (lhincse

consumcr holtls thc most l)uying p()tcntixl

ovcr thr l(,ng terln.

To clulc, hou'cvcr, f()rei8n nranuf:tdtlr_

ers havc hlrrl trt:uble conducting tnarket

rescrr(lr in (lltinl. Several intcrnilti()n:ll
research lnd ac(ounting firnrs conrltrct

r)r.rrk(l rc\('xrclr Iirr lirrt rgn in\'(.lr)rs ln

China. hut the rescarch firnrs lrc ulrl
that thc rlata thcy collect lr(nn of[i( irll

sourccs rr)ay n(n l)c rclixble. M()rt()vcr,

infonnation and st.rtisti('s which are avail-

atrle publicly in vcstcm countries are of-

tc-n trsated as confidcnti;tl and classified

inf(,nnati()n wilhin th( PRC (ri('('p.l9r.

llecause of this, surveys in Chinese

consumer practices nray need careful
analysis. The Japanesc, tirr ex:rmple. d<r

nrx rely on survey rlatl alone, but alxr
conducr field studies in sltich the'y hire

a team of kxals rr pick up discarded

supermarket rc(cipls l() rn()nitor c()n-

sumer prefercnces ;trrcl hallits.
In the absencc ol mirrkd inform.ltion,

thc foreign retilil investor sh()uld f()cr.ls on

l)ringing aver.rge (lhincsc tonsumers intrr

thcir sk)res by olTcring ()rdinar)' d:lily ne-

ccssities or pr<xlucts tlut could tnProvc
thc overall qualitl, of lit'----<'r'en in thc
snrallest *ays. Vhcthcr thc pnxluct-s lrc
h()me dec()r1lti()ns irn(l impr(x'ernents.
ph()togrxPhy supPlics. h()bbies, toys,
grceting cilrcls, ()r c( )nlccti()ncrics, thcy

26 The Chino Business Review o September'Oclober 1995



tocus

Foreign retoil

investors should focus

on bringing overoge

Chinese consumers

into their slores.

uct's classificaltrn.
Totvacco advenisenrcnts also face se-

vcre restricti()ns uncltr thc new law,
whi(11 pnlhihits such lclr on television.
filn, radio, and in the pres.s, a.s well as

in lheaters. mcctrng hrlls, waitinlt
rurnts, and sfx)rts ar(.nils. Consistent
B'ith the empha"sis on tnrrh-in-ad\.e is-
ing, tobacco ads mlst include the
waming that "Smoking is harmful to
one s hsalth."

The Advcnising tau, places liability
for violations on dre t<lrnpany whcxe
product is being advcrtisecl, thc'ad
agency, and thc cntity r(:sponsible for
publlshing (rr broad('a$ting tlle ad. The
SAIC is emfx)$crcd to errlbrce thc Ad-
! enising Lrw, xnd mxy subie.cl violatont
to the folkrwing pcrultics: an iniundion
t() cerse disssnination of the offending
advenisenrent; an iniunctk)n l() use a

ponion of thc a(lvcnising fees to pul>
lish or lrroaclcast rctr.t(i()nsr the imp(t
siti()n ()f a 6ne of lxtrvt.crr onc and five
tirrres thc attr()unt (r'th.. J(lvcnising

Ads ore prohibited from includtng

"unscientific" cloims, or descripiions ,tf

the product's effectiveness.

Ii,csl :ln injuncti()o to ceasc lll advenis
ing busine,ss in grat'c] cases; civil or
rorr lixl)ilirics if rhe ads violxlc rhc
righls rf rrrnsumersi and crinliml liabil-
rtic. il tlrt' trrrl.rlion <rrnsbnrtes I t'riflt<.
such as sllndcr <>r denigrlti<ln of the
nati<)nal flag or cmblems.

'l1tc Advcnising l,ar,v has already ad-
vr.rsely Jlfc(ted xrnre f<rreign aclvenis-
ers. Itrr cxurnple, the SAIC recently
prcvcnled the airing of a nurnbcr of
fi.rreign agcncy-pr<xluced ads, and re-
qucst(l lhrt thest agencies krne down
the a<l llnguagc and fc-arurc busiru:rs li,
ccrues m()re prominendy on f<xxl. <rx-
mctics. and pharmaceutical producLs.
Somc tirreiSn finns, feeling the new
law's pinch, have claimed rhat while
thc Advenising l,a*' generally complic's
with intc.rnational standards. it hrs
becn rppliccl lnd impletnented un-
evcnly. (;ivcn the *-ope tf t}le advenis-
ing industrr and its relatively undcvcl
()pcd statc. lxllr tbrcign and d(rmestic
atlvcrlisch fc:rr tlrat in('orlsiritent intcr-

Prctltion of the la*'may complicatt'
,dvrnising pl ns in the China marker
ftrl some tirnc to < r'rnre

-R.1n.ll 
l\erwtlxnnl

Rurtdt l't'ttr'uhxtt is un atk)n/n'.1 in
fnshliL'ltlt (.lltirut t'tactiat (;^rtqr.
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need n<t l)e big ticket items, bul nrust
merely xct to introduce thc Chinese
buycr t() westem luxuries. A<tve'nising a

f<rreign novelty, however, can get conrpa-
nics into hot water if their lcls fail to
nreasurc up to new rules (.see lxrx).

Foreign retail stores in China, includ-
ing tl()ng K()ng s \0fatson's Pcrs()nal
Store and thc Vellcome and Park'N
Shop supcrmarkc,ts, have alrcady at-
tempted t() provide such an int(xlucli()n
to residenls in China's larger cities. Ilur
txcausc thcse stores chargc rclatively
higher prices than their local Chinese
((runterplns. their customcrs arc pri-
marily expatriates.

Minimizing cosh

'fo a[.JC1 a greater domestic clicntcle,
a rctail ()per.rtion must hc, able t() keep
c()sts l()'r' while offering custonters a

wide sele('tion of produos. Orte way to

accomplish this task is tr: take advan-
tage of economies of scale and establish
retail chains witll a lilrf{c network of
stores spread ovcr the country or at
least in the more afflucnt coastal rc-
gions.

Not all forciSn inv('st()N (:an or B'ish
to organizc chain st()res. but those who
do often find that their expanded net-
v,'ork allows them t() identiry' a niche,

create rr m:rrket. control c()sts. :rn(l in-
crclsc sales r_olunre by re'aching ()ut l()
evcry potential custonlcr. In additi()n,
retail chain sk)res are able to reap cffi-
r'it.nr'y l'x nr.firs in mtnxgcn't(,n1. trJin
ing, warch()using, and distril)uti(rt ()p-

crati()ns. and use their cl()ut t() (r)tain
sttpplics fiom ltral Chinese, diNribut()rs.
The ar,ailabiliry of inventory from the
chain s rxhe.r st()res within China will
also lesscn the pressurc on thc retail
FIE t() irnpon, driving oper:rti()n c()sts
evcn krwcr.

Although in theory each ncw sk)rc
nceds only obtain local approval, a fitr-
eign rctlriler interested in estal)lishing a
rerail clrain in China shoulcl aim for
5t:ll( (:()un(il approval to qualifo frrr irlt-
pon :rnd cxJxrn privileges. Even if the
rrriginal appnrvul rs sJrecifie t(, J Itivcn
slore. firture stores can be, estahlishecl as

branchcs, divisions, ()r subsidiarics of

pnxluct s ctfettiveness or curc rale. Ad-
veniscni are alw prohihitccl fnrnt ari.s<r

( iating their prrxlucLs with the naorc or
imaSc ()l .rnv hospital, rcscarch insti,
tute, ()r sirnilar organizali()n, ()r fr()ln
comparing their product *'ith tlut of
thcir cornFtitors. Cosntetics. bt'vcragr,
lntl lixrtl advenisemcnlr ('ilnn()t tn-
cludc. nredical rerms. q,hilc atls for
Plunn c(.ulicals nlu:\t sam pn)spc(litc
users that the pr<x.lucts slxrukl lr, takcn
only whcn a(rompanied by a cltxtor's
prcs(ripti()n. NJrcotic, anaesh(tic, psy,
choadivc, ()r mdk)xctive drugs may nrt
bc, adveniscd in anv fonn.

All pharrnaceulical a(l!.crtisctncnts
must lxi sul)nrillr.d fcrr appn^.al to the
rclrvxnt l)rovinciil or ccntral puhlit'
health, pharm:rccutical, or agricultural
ituth()rili('i. l)ntg arlreniscrs pl.rnrrin*
to aclvenise nxti()nally rnust olrtein ap-
pr(,val (lirc(1lv fr()nt tlrc 1\rinislry ()f
l'ublit llcalth. thc St:ltr I)hartnxccuti,
(als Adrrri,rislrali(nr. ()r thc Ministn ()l

Agricultrrre. tlcPending ()n tllc pr()d-
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lllc original \.cnture, rcquiring ()nly a re-

lxil li(cns('fnrm MlT.rntl lnr\in(ss rcgis-

tcJtion with the l(ral bursr.r ol industry

lnd conlncrce. The inrpon lrnd exP()n

necds ()[ subsequent st()rcs can lx' llan-

cllcd by thc (rriginal venture Pftrvided
lhc sc()pc of business in tl)c original
vcnturc s business licensc is wide
cnrrr-rgh to at'contmr xltlc stt( h (sfrrnsi_
bilitics.

(jurr(nll). the forcrSn rt:ltil (ll:lrn
sk)rc c()ncePl appeat-ri k) havc a ntxl of
appr()val [()m senior Chincsc' oflicials.
ln a speech given carlicr this yeir,
Chinal's vice Premier Li l,an<1ing sltg-

gcstcd that rctail chain store ()Pcrati()ns

will hclp nxrdemize (lhina s distril)ution
systcm and bring nrorc gtxrds to an

cv(tl l{rcrler numht'r,rf th( ('r)llnlD's
c()nsumers al l()wer aosts. 'li) tap f()r-
eign investmcnt in this arca, tlrc I'RC

lus hinted it will promulgate rcgulations
pcrnritting foreign i()inl-vcnlure invest-

ments in retail chain stores, altlrouglr
such guidclines are currently only in the

trial stages. MIT plans to cn(()ur.rgc the

cst.ll)lislun(nt of n'uil t'hain \l( )r('s----{'i'

Not oll foreign

investors con or

wish to orgonize choin

stores, but those

who do often

find thot their

exponded network

ollows them to reoch

more customers.

thcr by ,x'ell-cndowed donrestic entcr-
prises or Sino-foreign i()int ventures.

ALnut 40 cntcrpriscs have heen mrgetccl

in l5 (ities, inrluding Ilciiing. Drlian,
Guangzhou, Hangzlx)u, Shanghai, shen-

zhen, Tianjin, wuxi, xian, and Yanlai.

Under the propttscd chain sk)re rules,

stores will lx able to cngage in a varicty

of businesscs, including supermarkcls,

c()nvenience sl()res, restaurants. [ast

food chains, pharmacies, b<xrkstorcs,

and lcwclry shops. The Chinese govem-

,ncnt hofxs that by rcveruing its prt'vr-
()us practicc of confcrring preferential

ux and othcr treatmcnts <lnly to r>pcra-

tions bringing 'hard" technology (likc

that inv()lved in building cars and
planes), firrcigrr rctailcrs $'ill t)c encour-

aged to fonn ,()int venlures in Chinr and

introduce their tJrain str>re nmnagemcnt

lnd rr1^-ations ls -vrft tcchnology in-

kind capital c()ntributk)ns.
Municipal g()vcmments are alsr en-

coumging ftrrcign retail chains in thcir
juris(licti()ns. Firr cxample, the nrunicipal

govemmcnt of Shanghai has announcecl

that app()vcd cluin store'ioint ventures

will be pcrnrittccl to ricl up as many
(,th(r sl(,rcs wilhin tltc Sltanghai munici
pality as lhc owncn desire. The suhsc

quent sk)rcs will n()l require scParltc
approval lrrrrn the city, provided thal
each storc has a husincss license frxn
the municipal hurcau o[ inclustry and
conlnlcrcc.

ExFnsim efforts

Rcgardless ()[ lhc current popularity
of thc rctail (lrain strrre (()n('( pt in

Clrina-both q'ithin thc l)RC g()vcrn-
nrc'nl and the foreign investmcnt com-

munity--lhe PRC must addrcss cen:rin

issucs before forcign relail (hains or
otlrer foreign retail estal)lishnlcnts ('n
tnrly flourish. The govemfirent nccds to
rcstructurc the approval pnrcss lirr re-

tail FlUs and re-evaluate'the chains r>f

autlx)rity grdnted t() each area t() a\'()id
prohlems rf ltral prr)lcdi()nism.

As their China opcrati()ns gro'.l, f<rr-

eign investors will probahly want I'RC

assurances rhat they will h('abl$ k) cx-

pand thcir operntions nati()nally t() rdti(>

nrrlizc tlrcir invcstnlenlji :rntl nr:trketing

<fft:ns. MIT is reprrrtedly (onsidering
()[x nrng irn()ther l0 (:hincs( r.iti(r-in-
cluding Chongqing. Hrrl)in, NJ niin8,
shenyang, and vuhan--{o sl te Coun-

cil-appnrvcd foreign-invested rctail ven-

tures. l'rut no plans have lxtn nudc t(,

cenlralize approval authority fi)r nrulti-
plc operations by a singlc rctail FIE in
lhr.s( lt(ations. L nlil su(h x syslcnl is

implenrented, retail FlFls wanting to
c()nduct operations in different
pr()vin('(s ()r municiPaliti('s *ill contintre

to llc'at the mercy of individual local

auth()ritics wlrc have p()wcr lo limnt ar!
provals. Ltral govemmcnts have lx'en
kmrwn trr relise li<cnscs l() li)r(i8n-in-
vestcd retail operdtions as a way t(, p(>
lc('t cxistinll sl()res ln,m c(nllfx{iti()n.

tJnril local protecti()nisn] probletns

arc resolved-hardly an casy tlsk-firr-
eign r*ail firms with cstablishcd ven-

turcs may run inl() resistllncc whcn !G
tcmpling to L'xpand thcir ()Pcrali()ns int()

different (ilies ()r provinces- 'llxrugh the

e:rsiesl \r,ay ()ut of this Prcdicarrrent
would hc t() create scparatc i()int vcn_

turcs with diJferenl pa(ntni in each k>

cale, managing a nunrhcr of differcnt
vr,nirrres would be dn adnrinistrllivc
nightmarc.

Givcn China's size. krtal p()tc(ti()n-
isrll. anrl rcgronal vJri.rli()n\ in living
stendards and consunrpti()n P()wcr, any
plan l() establish any nxti()nwidc chilin
of storts under one urnhrclla ntal' be

t(x) irml''iti()us at lhis p()inl. Yct with

l)rlicn('( :lnd perscv( rtn('c, I limt in_

lcnl ()n (stxhlislring a wi(l( l)r(scn(c in
(llrina (an hegin its ()perati()ns s()lidly
on a smaller scalc-idcntifying thc right
nlarkcl. cstal)lishing a niche, and, ovcr
tinlc. l)uil(ling a lucralivc rctril nct-
work. t,

In just the last year our China tcam has

hel@ l5 U.S. companies to:

- Anallze their China markets
- Profile candidate paflners
- Negotiate and close transactions
- Source high quality components

...and all l5 give us top ratings.

With over 50 professionals on the
ground in China in the chemical,
medicll, electronics and industrial
fields, we can help you, too.

ia€ffi0E i*tr*+tr
Science Centcr Internrtionel Ltd.

3600 Mrrket SL, Suile 100

Philadelphie' PA 19104-2612
Phone: 215-823-5008
Fax: 215-823-5005

Tim Wec*esser, Ph.D., Vice Prcsident

Shiqiong Gu, Director, China Business
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DISTRIBUTION
& MARIGTING

lnciease your accessibility to the worlds most dynamic market

Your choice of 2 yenuer:
29 & lO tanuary 1996 r The Meridian, Singaporc

3t January E I February 1996 r Excelsaor Hotel, Hong Kong

Yourr rpcokcr ponol includcr:
. li Dongrhcng, Director Generol,

Depormenr ol Forergn Trode Admrnrs[otion.
Minislry ol toreign Trod6 ond Economrc
Cooperotion, PRC

. Huong Hoi, Director Genorol,
Deportment ol Polrcy, System, lowr E
R€gulolrons,Minr3lry ol lnternol Trode. PRC

. Sun long[ing, Depuly Direclor Generol,
Depo m6nl o[ Resrucuring Economic
SFbm & legislolion,
Minisiry ol Communicolions, PRC

. lrdfilEw E5l.r, G€ncrol Monoger,
Wello Chrnoi D,sribuiion Compony

. ]hiko S.hqG{tr. 
^norlet 

Reseorch t"rlonoger
Group Ptoduct Monoger lor Color ond Perm

Products, Wello Ch'no r Dirrrbulion Compony

. or,v.rl D. N.G Jr., Monoging Pormer
Coudert Brother

. O.nny lrrong, Genarol llonoger
Confederobd Wholesolers Limited

. Dick.o.r D.S. to, Proi€d Dnscbr
Lifu ng Dishiceolrre tvtonogomeni ld

. 3Hi.n L tr.wrn, Monoging Direclor
Modecc Dwelopmants limibd

o lichod L ilirkcwicr, Principol
A.T. Koorney

r Albcd Ycung, Morketrng Director
Yeung E Lee Troding Developmenl lnc

. Loi Ying fhrq, Regionol Generol Monoger,
for Greoter Chino & (oreo
Gillene For Eosr Troding timiied

. Au.Yaurf Hoi, Senior Consulbnt
MocNeil Pocilic Limilod

. Chrit Stnochon. lvlonogrng Dire<lor
lJnitgd Bi3cu'ts Chino

. Jotkroi Ho.!g, Executive Ofiicer
Nodh Chino Ronk Xerox lHong Kong) lrd.

o Rohrl loclficnmund, Portner,
Jrommell Crow lnternotionol

. l?t <a Noatit, Exe.ulive Direclor Rebil
Reseorch, SRG Chino

Organiscd Dy;

PLEASE RETUR THIS FORiI TO ANUCE iICDONAID, IIR LI IITED, zOTH FLOOR, StU ON CEII'TRE.
188 LOCI(HART ROAIT, WAIIICHAI, HOI{G (ONG. FAX: +852 2586 t999

U PLEASE SET{D ME A FULL CHII{A DISTRIBUTIOI{ 6 MARKETING JUUMIT BFOCHURE
J PLEAIE SEI{D itE SPONSORSHIP & EXHIBITION IIiIFORMATIOTV

..] PI.EASE ADO MY NAf,IE TO VOUR IAILING LIST

Flnrily Nrnrc l:irrt N:rnrc

J( 
'h 

ril[' ( 
''nr['rn)

ArlJre.s

('ily l'0slcodc C(,uDrry

Tclcfhone( ) trr\( )

Mr/M\/l)r

. Economic, trade, & infrastructural policy

. Financial management of the supply chain

. Clobal distribution standuds in China

. Legal framework impacting product distribu(ion

. Managing and controlling sales teams

. Selecting distribution channels and distributors

. Optimizing the marketing/distribution mix

. Monitoring distribution from customer responses

. Ministry of Foreign Trade and Economic Cooperation

. Ministry of Internal Trade

. Ministry of Communications

Essentaa! issue3 coyered will give you uptffhFminute
information on.,..

Hear how thc latest policy directives are shaplnp logistics and
distribution trom 3 PRC goyernment aulfibrities....

FOR FURTHER DETAILS. PLEASE CALL OUR CUSTOMER SERVICE DEPARTMENT ON +852 25A6 1777 CodeCBR

I

Plus, oneday workshop:
"Developing a fully integrated supply chain in China"

Workshop Leader: Stephen FrEwen, Managing Director
Modecc Developments Ltd.

3l January t996 at The Meridian, Singapore
2 February 19.t6 at Excelsior Hotel, Hong Kong

tl



The ht PriceR g

Pricing strotegies

ollow foreign

monufocturers

some control over

distribution potterns

t Jone Greoves is direclor, fuion
tro&, for Intercedent Limihd, o
Torontro-bosed iniernolionol morketing
ond consulting firm which ossisr clients

with the formulotion ond implemenlo-
fion of inhmotionol business develop-
ment strolegies. She is fie outhor ol
Disnibutcr. in Chino, published by fie
Economisl lnblligence Unit in

November 1994.

nc of thc main flctors con_

tributing to suctessfitl distrib-

uti()n rnd salc of goods in

China is pricinlt. ln thc past,

rDxflutacturers ancl rctailers h:td lirrle frcc-
(k)m t() n)xnipulirtc Priccs l)ecause thc
SlJt( (t'ntrr)llcd tlrc enlrr< (ltslrihtllton

Pnrcss. incltrding tltc nranulnclurer's cx_

f'actory I'rrice, the ulxrlesale nrark-up. entl

thc retailer's end price l() c()nsLInrtrs.

Since 6xecl pricing has lxen itbendonccl

lirr all but J0 perccnt of grxrls-prururily
industrixl prq,ucts rnd conn]l(xiities lhxl
thc Strlc iill considc$ cnl.ial to the na-

tk)nll c('()nomy, incJtrding coal, agriutl-
rurul fi'rtilizcni, and steel-rnenufacture rs

nos,hlvr much ntorc latitude to us(

I)ricing to :lffect distril)utjon pa[erns-

As thc Strte pricing nl()n()p()ly hxs

dissolvcd, ! m(,re lil)cralizcd, narkcl-
orientul ctrrnonr) h.ts tltken sltaPt' tn
china. Iroreign proclLtcts now lill sl<rre

shelvcs, rctleoing thc rrregrritttclc o[ firr-
er!{n rn\'(\lmenl ill (:llin.l. As [,)rci8n
products lt:rve ltcontc tt)orc <trnrtron_

plxcc, stxndardizxlion of laltlling ancl

plckaging is lx'ing cntbrced in solrrc k>

calitics ( ii(,r, p.a2).

l)ricing. lx)wcvcr, ltas rentainecl largcly

runaegulxtcd. leaving lirreign tnanufat'ltrr'-

crs o[ nrosl gtxxls licc t() Pri(t x((()rding
t() nxlrkrl trends. Sotnc ltrrcign nranttlic
lurers rtrc tcmpled to pricc rctail glxxls

Lrs- to rcutlt thc tllrxill'ltlIl) ntrntl, r ol'

l),)l('nll:rl ((,rr.uo)('r'. l)s.lril( in(r(.lsillA
nunrlxs ol pcrplc able'to uljirrd Rolt'x

watchcs and Mcrcc(les-llctlz ilLlt(nn(r)iles,

I)ri((' (()nlinu(s I,' l)c .t tll.lj()r d(tcrllli
nanl in nl()sl purcltlsing dccisi()ns f()r lhe

vrst nrxi()rit) of tlre popul.lti()n. $'hiclr
has l pcr capita :rnnual in((rnc o[ $J7-1.

A ftne line

Altl()rrgh suppliers who pricc high risk

pricing thcnrsclvcs oul ()l lhc mtrkcl,
nunY li)rcign-invcsled rntcrPrises (FIF\)

in China :rnd c:vcrscls nranulitcturers usu-

ally ltlicve that thcy luvc n() option l)ut

to pricc thc'ir g<xrcls at:r Prenliullt to
nrakc l profit.'l'hcsc nlnnulll(lurefs luve
nranagtrl to capturc a signilicant nrarkcl
\hJr( l)' pr,)!r(linI h(tt('r pJ(kJIinE.
rr:rrkcting. .uppl). .rn,-l uftt r-s:rles x'n'ir'<'

support, justifying Clrincsc consuntcrs'
lxlli(l Ill.lt l'r:rciAn prr'.ltt,rs Jrc sufxri()r
to Itx'rl pr<rlutts.

l]olh FIEs x,1(l overseas 1.lrtxlucers that

opt t() l)rice k)w p()siti()n themsclvcs tls

clirect crrnyrtikrrs l() Stxt. limrs, \llliclt
hlvc krrver ovcrltcacls lntl pcrhlps rc-

.eivc Slxtc sr.rbsirlies. Jhc Sute finDs xrc

likely t() cni()y higher prolit rnxrgins thxn

lirrcign finns rl u }liven pri(c fx)irll xn(l

uill likt ll lx' rrlr[ t,r L,uer tltetr lxrt's
t() g.lir'l nx)re tnarkct sltarc. I)ricing irw
r'un.rlr,,.l.trtr.rgc' tlr( r:rah('l r:l' crcltrriv_

ity tllrr ti)reign uncl j<;int-vcttturc Prttl-
ucts l)()l(l in tltc ntintls ()l (:hincsc.()rr

sunlcrs. To rvulk tlrc tiglrtrolt lxtut'r:n
crclrr:.rvrtt' :rrrrl s.rlt. t.lrrrtrc. lirtr'iAn
strpplicrs sllrtrlcl rcserrrch llleir tlrrgcl
rnJrk(t\ llr,,r,,(l!lll\ .rn.l lltr'tt ciclcrrttint'
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focus
xn :rPP()pnate pncc rilnge l() malnlrln
orxrket sh:lrc

S\r iss wirt(t nunuf'aclurer SIUII Ltd.. Ii)r
cxinrple, cnlcred thc (:hinir nrirrket in lhc
(arly 1980s, sclling its lexst exprosive linc
o[ Iliido htun(l walchcs. xt J rctilil pri(c ()l'

approxinutcly 5120. As Chincsc incorne

lcvels increused and Rado glineti u

\lr, !ng(r nturk(l px,j,tlion. lh( (rrttp.!n) in.

trrriuced nrorc, expensir,e lincs:rncl re'
nrort'd th| [rwcr-prrrtd s',llrlx\ lo nlrrn-
tain ils slylish irnage. The br.tlk of Rrcir
n.rtr hcs v,ltl ln Clrrn.l l( :rv r.ln8c ln pri('c

from Y8,00(1Y20,000 ($964-$2,,r 10). this
slr:rlegy aPPcars to be working as Sl\1ll

soltl approxinratell' 20,fi)0 Ra(l() B'at(hcs

in 1993, xnd r 199,i slr.vey ol Chinese
consunrer prcfcrenccs rcvealecl that Rado

wulthes u'crc the rn()sl populir xnr()ng

imponed lnd &rmestic brancls llike.

Working bockmrds

Sorne forcign c(nnpanies ilrc able l()
delenninc Llrgel encluscr priccs first, lntl
then ncg()liatc pr()[it fllxrgins rnd (()sts

with clistrilrrnors ancl wholcsalers. To thc
plelrsant srrrprise of foreign invesl()rs,
nrltnv Chincsc dislril)uk)rs antl retllilcrs
x1( rrnusrr.tlly oltdi(nt rn fr,llouing pnr-
in8 dccisi(nN lnd lcacls set by other plr-
It(il)xnl\ in thc distril)uli()n chain, teslif)-
ing to thc lcgacy of r Slalc-inrposcd
distrihuti()n svslem. Industrics such rs
li xr<lstuffs. salchcs. rncl phrxographic
prtxltrcts tentl to be wcll orgenizccl ancl

cffir'ient. and lrc gcnr'rally thc rn)rt c()n)'
plilnt * hcn it (on]es k) priciDl.l clirectrve\.

An()ther tr(nd thlt cun *ork lxrth to thc
.l(h'.rnl.r8( ,)r ( lis:r(lt irntirr.l( ,,f li)r( ign rn-

v(sl()rs is tllll l singlt $holrselcr can lr't
.rs ii (r)ntfi)l F)int in thc distriluti()n ()f il
givcn pnxluct in Chinir. If dislributors rkr

n()t rcspcct Jgrecd'uF)n $tolcralc nlrrk
ups :rnd prir'cs, thc $lx)lcsJl(r cxn exsil)'

.'unrril srrpPlr I(,.1 \l)((ifr( ((nDlllny.,r irr.

cliricltral. Iluring hxr nruch 1'xru'cr vcstctl

in tlrt lr:rnrl' (,1' r)n( lr('rnl rn Ill(. (h.rir.
hrrwt'vcr. t:rn backfirc on ()((xsion. Mlin,
crxrlxnits tlllrt conlm(t u'ith onc u'holc-
srlle igent li)r tl)t- Cl)inl nrxrkct olien (lis-

c()vcr tlul (llcir chosen lgenl ('Jnn()l :rde-

rltralcll seniee tllc cntir( nurk(1.

Twists ond tums

In Jddilir)n lo nrx,ril)ulrring cndus(r
prir r'.. li:rcrgtt rr,rrrl,l.lnic\ ('.rr) lr\c lrrir'rn),1
clccisions to rnininriz(, (\)nfli( ls l)cti\'r:cn
p()rcnrirll\, (rnnlx{ing tlerlers. [irr exern-

To the pleosont surprise

oI rorergn Inveslors,
.-l .

mony Lnrnese

distributors ond retoilers
t t.ore unusuoll),' obedient

.r
rn roilowrng pflcrng

decisions ond leods set

by other porticiponts in

lhe distributi,ln choin,

testilying to tne legocy
I t-, . I

ot o )loletmposeo

distribution system.

ple. Sciko [ips()n, ;r -J:rpxncse .()mputer
and ltriphcrlls manulu(t\rrer, lll()ws all

of its (lhina clistributors lo sell lhc com-
plnys krtr-encl antl l,r*'nrargin grx s.

H.ru('v(r. lo \('l.4rrrcnl llx (llstnlnrX,r\ int('
scp:ultc g()Llps, Eps()r lk)ng Kong. thc
lrrlnch *rles office rcsponsiblc frrr Seiko

Eps()n s China opcrati(,ns, offers clifferent

dislrihu()rs (liflcrrnt pd(cs ltrr its cxpen
sir r, high-nT argin pr<xlu<rs.

Eps(,n H()nH K()nA lirsl tr.rnsfcrs ()wner-

ship of pr<xlrr<ts k) its (:hinJ distril\rt()rs rt
the rlJtcs ()f its \\':rrclurrres in H()ng K()ng

Its rtr.rrnl:rncl tL.tnlrttL,,r.' .rrt' tlrcn rr.1x'nsi
l,lt li'r:tll t,rsts rt l..rt.rl t,, tltc prrltr.t itr

,lurLng t.tr.torrr' .ltrtrc. .rnrl IaJn\l\,fl.ltir,n
cxl^-nscs. If lipson lk,ng K()ng (k)cs n{)l

\\:rnl :l t'(n: rl rlrrtril,rrt ,r v.llinA:r P,rnutt-
lar lrigh cnd p(xlucl. ir ririscs thr l)rice to

thirt (hstribut()r $'hile sirnultane{)usll' scll-

ing tlrc crilct p()dLlcl xt r kru,tr Prir'e Io:r
sc()n(l distril)u()r. Tht sccoltd (li:'tril)ul()r
(J11 llr(n l.lkc r,\,( r ll ( lir.l rlr.tnlrrrt,,r's
targcl('d milrkel bl sclling ut r krrvcr
pri(t. 'l() c(nnpctc sr.rr', csslrrllt in thc sct

ond disrril)u()r's murkct. tlrr hrst (ii\rrihrr

Iin DIr\r.l((('Pl .r nt,r,lt rrrrrrlltr.,,ii(n rn-

ucletluutr: rnlrgin.
I)illcring t r;tnslx rnrt i( )D (r)sls n)ust lls()

It consirlerctl u hcn sttting pri( ing strlte

l.tir'\. \,Irl)l\ *. llrng -1,, rl. .rt :r firc,l I,ntt'
througlxrut (.lriur nrlr ('n(i(c (lislril)Lrl()rs.

$lr,,,,lt('n tll(rsl r,,\('r lr.tn\ln,rl.rli,'n
costs. t() sell tr) rnirkel\ lhc\' a:rn rc:l(h

Bcsirlt's <'ootending with pricing (\)n-
llicts, p(rh:lps lhc x)st seri()us (()n(ern
rlrltr flE\ lnd firnr manulircruring oursicle

of Chinu t-:rce is thc challcnge creeteci by
<liffcrenti:rl tari[f rltes an(l (luties. Mxny
unlccountedfor grxrds oftcn finrl their
$'rv int() Chinx l)ecxusc l)RC Cusr()ms

lrcits l.{(x s dilfcrcntly (lcpcnding on tllcir
(()nrfx)n(nli\'countrl ol origin- lhc nrantr

fucruring sitc.:rnd thc dcstinlrlion rnlrrket

Thcsc grxxls:rrc often considercd par-

:rllcl inrlxrns. pfi u(1.\ dcslined li)r {)lhcr
nurkets thet en(l up in (lhi x l)cceusc the

rrrnil\rlxti()n ()l trrriljls (in rcsuh in highcr
profils lnr;rrn t:rrilli ()n lhr krreign conr-

l)dn( nt ,l g,x,rl. rtt.rnulir.trrrcrl rn (.lrrnr.

for t-xlnrplc. can hc u,:rivctl if the hnal
pnxh.rct is lrrgclc(l f()r crpon, but not if
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most chcapll', ign()ring r)r()rc inaccessitrle

ireas thrl ire n('vertheless imp()nJnt to
the manuflrcturcr. As a rrstrlt. the ntarnu-

facnrring company nrust rcviL'\'its s:rles

slructurc $ith rcgard to trlnsportation
c()sts li)r cxisting and ncw (listrihulors. Il.
tirr txlmple, e Shenghei manufacturer
stlnr t,, rcll tt'.r ltcw (listril'tltt,r.rPl)r()xi.

rrutely 1.850 krr ru'ay in (lhcngdu. tnns-
port.lti(n cosls *ill be significant. 'Ihe

trxnsp()rtiltion expenses will cul either
the n'unufacturer's profit ()r the Chrngdu
ristrrltrrl,,r'r profit rrurgn. ,)r r(,sr,lt ln J

k)ss fi )r h()th pxnies.

Ovcrscas and iral suppliers can, how-
ever. manipulatc prices akrng geognphic
lines by negotixting tlre rclxtive amounl of
trunsp()flation c(xils paid l)y the nranrrfac-

turer lnd thc distributor for the trxnsfx)rta-

tron ol grxxls. lloth panies should lirst at

templ to estinmle the transponetion fces

involvccl and thcn try to rcach a compro-
nrise cx-factory price. Frt'quently, the
nranufucttrrer cln lower his ex-fact()rv
priec in ,.xelr.rngc t'r thc tlt,.rlcr .r.surrrrng

resFx)nsihility frrr tmnspon:rlion costs. 'l his

works to both parries' a<lvrntagc-lhe
nrlnuflctttrer docs not lltye to t\'orrt'
irbout lranspon tion dilFicrrlties, ancl the

clealer cun improvc his profit mergin hy
idcnrif\'ing less <rrstll nrtans of transfxrnl-
ti()n Mirny conrp:rnics manuflrcturing out-
sicle o[ (]hinl usc this nrctlxxl whcn lheir
Chin:l (listributi()n B)int is Il()ng K()ng l)(-
cxusc th(ry llre in(xperiencc(l in exp()rting
1() thc (ihinu markcl end (k) n()t w;rnl t()
lrt, rtsPonsible li)r tllcir pr(x[rcl\' ph\'si(il
clistrihrntrn ultcn blsccl or.crsels.

Toxes ond toriffs



FOCUS

To discouroge

distributors from porollel

exporting, some foreign

firms now require

Chinese distributors lo

poy o deposit on the

products to be

delivered.

Shunglui-lt r pricc itgirinst $'ltich Singcr

clnn()l c()!r1l)ctc. Ollslx)re nl:lntll:lclurcr:'

elso find their distril)uti(nt in (llrinx (lis-

rrrpttrl lI P.rr.rllel irtrP,rrt. I',, .r.lli(\(
llrgcr prr:fits, r gir'cn eorupanys or-erx':ts

(li\lril)rrl()r.. rrlt,r rll.ry ll.rvc ('t,rlll(\1i(,n:\ lll

Chin! s sup(rmurkct and .lcpanntent
srr;rc shclvcs teenr uitlt pnxltt<ts lulrllctl
ir) r c()nfirsing bul.lhlc o[ l:rngtregts. {:hi'
ncse :ruthrrrities. in an eflirn to stattditrtl-

izc pntht.t l:rht'lling, :rrc nns' l'< ginnrn).I

() lx\'(l()sct atlcntt)n k) rvh:tt got's on

tlre rutsicle of grxxls slrlcl in (lhina. As of
Mlv l. Jll c()lrnr()ditics and rnlnLtl:rc'
trrr<tl g,x,tls nrJrk('lcd or srtld in lkrgrng

havr lren rcquircd to slxrn pr<xlttct la-

lrcls in (lhinrsc (hnra(1rrs. 'lhis Jn-
r)( ,un('crrl(nl. r)nc (,1 J s('rics rr'n()li('c:' is'

sucd \\irlr grexl lJnlirrt' l1 tltc BciIng
'Icchnolrgv Sup!'n'isi(nt ltureau (lJl Sli),

is directed tou'erd <nluncing intplcnren-

tlli()n ()f llle I'()durl Quxlity tlrv pitsst'd

lry thc Nltirrnrl I'(r,Pl({ (:.)ngre\s in

Mnrch lY)1.
The n()ticcs stipulatc thlt procluct

nanrc's uscd on package lrl.lels in thc
lL'iiing.rca ntus( conlonn l() nati()nll ()r

indrrstry strndarcLs. l)r(xluct nanles likcl!,
t() nrislend c()nsunlcrs or bc confustcl
uith <>tlrtr connn()n. gencria rvords are

prohibitetl, \\'hilc rny pr ucl lalxlled
witll an "inn()vativc or'\tnusull, nantc,
()r s,ith a lrrln<l nunrbcr ()r tradenurk
nrrne- rllust s<t inclttdc it c(nrrn()n nil

ti()nal ()r industry stlnclard name in its

latrl.

ll lhc lilSll Jcli()ns xrc intltt.rtivt ol

tlrt ltginnirrg of a n:tlionlr'ir.lc ctlrt k-

dour r>n Pr,xlutr lalrlling. tirr,.'ign urrrr-

plnics shoulcl ply <itrclul irltcnlion l()
lrtru grxxls intcncietl Iirr salc in (llrina il!c
laltllecl. 'l hc Pr()du( t Quirlitv t.ir\\' rc'
rpircs thal all prodttrts-incltttlirtg tlrost'

in)p()ncd li(nn abroad or ruanufitcturt'r.l

in China hr lirrcign rrrnrpanicsJxlr l:r-

lrls printcrl in siml)lified charlctcrs ar

st:rn(lar(lizcd in thc l9tl6 Statc (i)un(il
(;cncrrl (luidc to Sin)plifrcd Chxructcrs.

whilc c(nDpanics nray also label lhcir
pnrducts r,rsing pidl,ir (thc Clrincsc ro'
olrnizilti()n system) or a forcign lan-
gulgc, sr.rclt lalrcls ntly nrlt cxccecl tltc
sizc of the ('r)rresg)rdilg (lhincsc laltls.

Although thc Pr<xluct QutlilY l-ir$'

enLlrncr lcs several gttidelincs lirr le-

l>clling. ils pr(^'isions. espe(irlly the Chi-

nr:sc-langu:rgc requircrncnt. ltave often
frccn llr:utetl in pril(1i(.c. \ullilc nl:111)

prtxlrrcts which fail to usc Clrincsc lalxls
ar( gcnuinc frrreign itn;xrns, xn8ft c()n-

sLrrrtr'rs lutr' r,lr,tflrd nuntttrrut t'.tscs itt

Nhicll dofircslic enlcrprise's ltave irten-
tkrnllly lllrllr'd pr(xlucl:' it'r ti)rcign IJn-

guJgcs in !o JttcnlPt t() citl)ilxlizc ()n

c()llsurDers prefc-rcnt e Ii)r iinp()rlcd
g<x xls

tllrrler thc I'fi)du.t QuJlitY Lr$, rll
((nnnrrxlitic\ rrnrkctccl in (ihinJ, including

r lx)n:!. lre rcquirr'd l() displill lhc P()d'
oct nlntc lnd tlle mxnul-!alur('r's nJnle

lnrl u<l<lrcss in (lhint'st on ('ilhcr thc
p(x[r(t alsdl ()r its plr.k;rging. Thc sl)et'ifi-

cxtions, grrd(', lnd. il upplicrblc, the
t).tntr.. :IlrJ (\'nt(.nl rrl tlql. Irrxltrrt s tnajrlr

c(nlll)()nenl:' ntttrt lre clcarlt stated as

rvcll. l-rlxls for prrishable plxlucts must

llv' inr lutlc llrt nunttl:t,turc attd cxpiru-

ti()n dJtcs. ['nxlu,.ts. presutnabl-v such as

explosivcs lnd toxic (lrclnicals. which
p()\\.J pot('nliirl drtngcr l<, lhc uscr'r
hcakh. ufcrl', ()r pr()pcn) must carry an

additional u'arrring laht'l rr lrnrhurc'.
\,)0hethcr U]'Sll will crrry through on

ils tlrrcnls 11) stridly cnli)rcc tlle lalx-lling
rcquircrnenls in llciiing rcntaitrs lo hc
s(en. 'f() s(nll( extent. lll'Sll's hetrtls atc

tit'd ll- the lxck (rf cnli)rccnrcnt nrcch:r'

nisnrs in thc l'r(xlucl Qu;tliB IJ\a'. Iindcr
thc l'()duct Qurlity Law, tirilLrrs lo laltl
grxxls that are either pcrislrablc. danger-

ous, or lxrh rcsults orll,in an inirio(ti()n
Ir) ( r 'r'c(r llrc pru(li((, Jn(l llnc' rungins

lr(nr Ii-..:0 lxr(enl (,1 thc rntotnc fnrrn

thc salc o[ illegally laltlled gtxxls can

I,lc asscsscd only in cascs where "cir-
cumstances arc seriouli.- l,ikeuisc. thc
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lhc g(xxl is sold on tltt d(rnestic m:trkel-
(l()nscqucnlly, prtxlur.ts solcl rs exp()rls
()lien rc-cnter China to [t sold on thc- tlo-

ncstic nr:rrkcl. Evcl r itlt adclitionel tnns-
p()n i()n.{)sts Jnd irnPorl cluties, tltc rc-

inrlr rnetl gr-rtl. nt.t) tll f,,rrrl,,NtrPrrr'e
tll:rn thc srorc grxrds sold lr:gilinlrlel,v
tlrrough tkrrrestic cltanncls. (lhinese tlis-

tril)ut()rs \\'h() rc-irtllxln thc*'gtx s rn:t1'

nr:rkc a profit rcgardlcss ol thc ltlclitiortlrl

lrxnsporllti(m c()sts. Quasi-legxl chxnn( ls

tlrrr:ugh utich pcrson:tl crrntrcctions tan
lrt u.ttl to rcdrrtl hrglr irrlln,rl (llrllcs
nrlkes purlllel inrponing tv('n nx)re al-

tnr(tive ti)r :'(ntlc distril)trt()rs.

flEs rn(l $h()ll\' lirreign<r$'ned cnrcr-

Pri.i(':. ir1 P.rrlr('lrlilr. \tlflct (,)nlPcllll(,n

tirrm plr:rllcl imp(nri' ol tlleir r)\\'n g(xxls.
'lhc Singcr (i).. Ii)r cxrntPlc, c:tnnot sell

ils i()int-!!nlurc nltnul:rcturccl sewing tn.l_

rtincs to thc d(nncsli. nmrkcl in slunghai

l^-cxus( ils ()\\'n nuchines destined lirr cx'

l)on 1,, (,llx r L,,trrrtriL\ en(l tt|) [,,r rrlc in

Il()ng K{r18 or (:llinJ (lllt llcilitxtc losl-
eflldivc tmnsponation int() CItinx, n)i8lll

sell thcir prrrlu<ts 1r) th( Chint nurket
mtlrcr th;ln lllcir conrpxn)rs inlcnrlcd ex

p()t1 n]xrkel. Ir()r all nlrnufaattrrcrs, lhc
pnrblcnr o[ parlllcl grx s clistuPting dis

lril)uti()n is rru(lt ntorc scvere in s()ullt

Chinlr whcrt trilnsP()r't!1i()n cosls l-rrxn

Ikxrg Kong-llrr cxit:ln(l (jnln'B)inl ii)r
n1xn1 rll thc parallel inrpon:;-arc lon'er.

Ilrc :rnrount by uhirlt parallcl itrqrrns
trnrlcriut lltcir rL,nttstir rrrmpt'titi()n is

dilncult t() ci'lirrrillc as lx)th i,llF)rt tarifls

and trunsp()rlxti()n (osts difflr lnrong
pr(xlu(ls. Distril)ulo$ :lrc reluclxnt t() di
Tulgc trxr mrrclt infonnrli()n ()n lhc cost_

cffer.tive inrport channels thcy lravc
lirun<|. 'lhe profils xre suhstilnli:rl enough,

ho\\,cr.er, i() trcate a flotrrishing incltrst0,

ancl hertdrchcs li)r tnilnulicturers wlt() (,1_

ten losc conlrrl of thcir proclutts en

ft)Lrlc. v)melinrcs findln8 lhcnr nltlrkcted
in:r nr:rnner thcv lrad n()l intcn(lc(l.

.And the Right Lobel
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rocus
l-ikc P.rr:rllcl inrB)ns. pJrxllcl (xl)()nri

g,.'rls th.rt .rrc (l('\lrnr(l l',rr lll(, ( hrn.r

nrrrk(,1 l)Lrl (rr(l rrp l)cing exp()flcd t()
()lhcr tllurk('ts-rn()sl olien rrcur whc'n

tlrr lrfl(( ir) t lrrrr.r i. lt.s rlLrn llrL. lrri((
lllcse sirI]r( g(x)ds a()nrmand in ()thcr
(1)untri( s. (:hincsc (listfihutors har-e lttn
rlLrick t(} t;tkc s(nr( g(x)ds intcr'tclccl for
tll(, (lhin(.sc rn.rrkcl xn(l sell lhcm ()\'er

s(irs t(, rclll) grellcr Profits. As r aeslrlt.

sortrc lirrcign a( )rnplnics hxvc rli*d tlle
pritr:s ol tltcir (lhina l>or.rncl pr()([rcts k)
It on:r par uith priccs else\he(. in:ln
ilttcl]ll)l t() deareJsc lhe prectice ()[ pilfirl

Il tr1,,n. 'llrt.r i,r)]l.tnrr\ rl\k 1,,\rnS

nlurkel sh:rre. ln)\\'cvrr. iI all rrther cortt-

l).lni(i' in Ilr( r)t:lrk(1 (l(' not li,lL'rv.Lrrt
I )tlrr'r l,,r(il,llr Ilnr\ r('.(,n to l).r( k.rli,ri.l
tlrrir (:hinx nrJrk('l g(x)(ls (lislin(11)' s()

thcy (xn l)c i(lcntilicd exsily il tiruntl out'
sirlt ,rl (.ltin:r. t tnrc lltl X,rxls.rrL r(l( r)li.

6ctl. thq nr:rnutur.turer nrust lhcn li)ll()\\'
lhc trxil {)l thc g(x)(ls hxcklvrrd to lhe

s()rr(-c ()l thL'pr()l)lc r. 'lir cliscotr(rgc
(lislrihuk)rs from parallel e\B)fl inS. 5(nr)c

lirrcign hrnrs n()r\ rcquire (;hines(. (listrih-

ul()r:i l() Pirv u dcPosit (nr lhc I)r()duds l()

lrc rlclitcred. l'he depi)sit is rt'lirnrlt'rl
lrp()n llre JrriVrl ()f thc rntirc sllipnlcnl
\\'hsn lhc nlantrlactLrrcr ('irn rcrily ll]lrl n()

g(n)(ls $'cre s()l(l in transit rn rc-c-\ln)nc(1.

Testing fie wolers

whilc pricing stmtcgics n)ry ltclp Iirrns

avoirl ll.ing rrntlercut b1 pur:rllcl inrlxrns
xnd r\p()nr. p.icirlg is n(x u curc-ull lirr
sl,'s s.r[. lirr r'x.rnrfr[. :rlicr ronthr.trn).1

c\lcnsive m:lrkct rcsear(h. ()nc c(n)rPtD!
intr()drrr'(d xn improved nn)dcl (r'.r su(-
ccsslul cxisting pr(x[rct. l)ut <lcspitc u;r
pur'cnt clerrrlnd lirr thc nrs prrxltrtl,
srlcs wcrc lll1. fcnring thll its lriglrcr
prir't hacl scarc<j c()nst nrcrs lr$,:lv, thc
r'rr rpeny priceti thc ne,,v p()du(l ut rn
(\'.n k)\\'cr lcvcl thiln thr original rlrxlcl.
lrut rvls clisuppointecl to scc no urrre-

spontiing junrp in sulcr. Only lrttcr clitl

lhc ((nnpJnv le:rrn thlrt tlrc $'cak salcs

\\'crc lttribuled l() thc ((nNenxli|c l)u):
ittg lr:rlrits,rl Cllin(.( (1)nslrrrr(1., n(,1 il.
pricing drcisions ( J(,r, p. I9)

Ncvcrthclcss, rvltile l wcll-pla nnccl
pri(ing st[rtcg) ckrcs nol guuranlcc lhal
Iirrcign companies grxrds will :rrrivc ut

the rtcckt-rrn c()unler. ll(k)pling I c(nnprc-

hcnsive pricing stratcgl, trr onlrtslrntc ciis-

lrihuti()n pdttcms cen tir(ilitute tlrc tmnstcr

oI grxr<ls lronr thc ll(tr)ry t() lhc s()rc
shell :rntl grant Chinu busccl lurn(rf:rdrrr-
crs srrnrc control r)\'er thc (liiril)uii()n ()l'

tlx'rr F(xxi\. Cr!cn Ilx \'.Ul.ln(s,),' (:hin.r'.

nrlrketphce. c.nr1l)irni$ th:rt pric(, stlirle-

gicrll) ,llxv lchicve lirstr.r (lcliv(]o' tintcs

l^-twccn the' llrt'ton, rrncl storc shr:ll lncl
nlxrimizc sxles lnd nrarkct sh:uc. In u

slrles cnvironment whcrc tlrerr,:rlc lt,w
herd ancl tirst tules, c(nDpxnies with well-
rcsearcl'ted Pri(itlll slriltegics rre rrlrcil(lv
onc stcp aheacl of the (rrnp(titi(n. *,

onlr Ptnrrlrv lirr'lirilun: to hlxl rll otlrtr
prrxlutrs is iln iniun(tir)n t() c()n'cd tl)c

l)rJ(ricc. As :l rcsuh. thc leg.rl lr.rsis Ior
lllSlls tllr('.rl l() irrp()se finr:s ()n virrlu-

lots rcnr:rttts trnrlclrr,

Order in the kitchen

nunll)cr, iilgrcdicnts, tntl ntt-tltrxl {)l

I)rcpaalli(rr or ilrr Tltc lixxl Lr$ Ilsr,
rtipulJl('s lllirt lall'lling r:rv n()l ir)(trdc
crlggcreted or telst' chins.

'lhc Slrntlirnls cover fincr dctJils su('h

s thc w{)r(ling of expirlti()n dutc lrrlnls
:rncl thc prrpcr mdh(xl ol listing ir)gr({li-
(nts. (Jne nlin()r ilraonsistency lx]l$ren
thc Slxndrrds and the F(xKl Llw al)l)cJrs

in tlrr "nrctlrrrl ol trst lalrlling rrrlurr,-
rncnl.,i. Sc(1kn 7.2 of lll(' St:rndrrds inrli.
( irl('s tlul "in t>rder lo cnsurc thc c()rc(l
rrw'of frxxLstufl...- hlrls rzrrl inr'ludt. in

firmutiorr on rnc'tlrod ()f usc ()r re((nl
nrtntled <hilv intike wllercrs llrc lix)d
l,irl\' ,1?riir'(,r that such infonnltirrn hr
pnrr,iclcrl.

Flilurc to conrply \f,ith thc fixxl l-ir$'

nlly rlJsult in :rdminisuativc penaltics, rl-
lh()ugh tll(sc arc gcncr.rlly linlcd ilt (llli-
rt(5(,(Ii,[il)ut()rs. Tlte 6x n.tltit., :rs slxrr-
fit,J in tlrc frxxl Lau. ir,rludt,' u';rmrngs

rc(1.liring c(nuplinncc rvithin a spcti6cd

l)(ri(xl ()f timc, re.irll of )r(xhrcts xlrcidy
(n) tlrc sltclrcs. (()nfiscali()n of prrrlucts.

Jn iniun(.ti()n to cease Jistril)uti(nr and
sillc ()l-pftxlurls, 6nes rangiog li)r)l Y.2{l

Ytt),(xx, rn(1, frrr drsuihrrtrrrs. (.\1x'Jtx,n

of thcir public heelth licenses. lf n()n.()ru-

plirnce rcsults in illness, disal)ility, ()r

dcnth, tlrc la* stipulrtes lhat th(] "pr(x[rc-
ti()n ()pcfa()rs" of a lrusirress may lx' or-
dcrc<l to pey- compcnsation-in(luding

|1rctlical expcr]sts. lr,:rl \\'Jg(s. lun(rll
lcc:,. Jn(l firunciul supp( n1 li)r slrn'iv(,rs-
enrl may [acc (rirnir]:ll sxn(ti(nrs in cr-
lrctnc (ilscs.

ln lr rclutccl cnlixcrn(nt nrsrsLlr('(()\'
cring irnponed packrrgt.cl lirrtl$utli solcl

in ltcijing, thc llciiinl.t l)uhlit llcrlh lhr-
rcilu rcr'entl)'ann()rn('cd i$ intcnli(rr l()
irnplcmr.:nt thc Noti(c l() Stlc,rglhcn NIln
lg(.nrent of Lahclling ol Pr(-p:lckrgcd
lnrlnrncd Frrxlsruft.s (thc N()ti(c), \'hich
\\'ils iointl] issued by the Nltirnlll Puhlic

llcxhll Burea! and rhc i!-ls[]. As ()l Au-
gust ly)5. thc Nrlicc rcrlrircs thlt :rll int
poncd f<xxLstufl.s lrave printrd (iltinr,se-

hnguugc lattls. Alicr scplcnrl)cr ltlx).
shiprncnts of imponed lixxlsttrflis l:rcking

thc appropriate puckaging lalxls rvill mx
lx. pcrmittr.rl t.r entcr (:llrnx. ln th(. in-
tcrirrr. di:,tril)Llt()rs *'ill bc pc[nitted to
suhmit sarnple Chinesr lalrls:lnd, ug)n
lpproval by the Nxtionrl C(nnnrittce (rl
'leclrnok>gv [t>r Stancllrdization o[ the
Frxxl Industry. anach Ihe tcnrJxrrary l:r-

bcls ft) thc importr<l frxrclstuffs *'hen
subnritling shipmcnls,i)r inslx(1ion.

Rettult'l'ttrtlxxru
ttttd,\tlct nt Kutttrt l'

llo t t d.t' l 1'L't o t bt x ) n t is u t t 4 ! l t r'rtr'.t a, ul
/1(ltlt,l Kc(tt,tt:.), is tt le14tl ussi!l(lttl i
l.itshlil.ls (,:l.,itkt l'rtk li(( (;N)tU)

In ir rclltcd dt\ekrpment, thc Nirti()nrl
l t.chr)(rkrgv Sul)cn'isi()n Burcau (NISB)

Irus:rppror-cd untl is in rhe pr<x'ess rrf im-
plcrn('oting lhc 1q)4 standards li)r tlni'
lirrnr l-lltlling of Frx stuffs (rlrc St:rn-

dar<ls). $'lrieh stt otrt cletlilcd lslrlling
rciluir(rncnts tirr prcklgcd frxxlsttrlfs na-

ti{,n\\'ide . l hc drul'ting and irnplcnrenrr-
li()n ()f tllese sl;ln(lards w:rs condurlcd
uodrr (:luplcr i ()f thc PRC l,uhlic Ileulth
L!w (l(,nccrrring lirx stuff.s (the Frxrtl
hw), uti.h gives rrlevant puhlic hcaltlr
lrurcatrs lhc rulh()rity k) irll)lcnrcnt tlrr
lixrl Lru. Alicr Octobcr l, i,nprop(rh
l:rl>cllcd frxrd pr()ducts. l)()th imp()rtcd
xnd d(xnestic. q ill l^- banccl lronr salc on
llrc (:hine*, rnrllict.

'l'hc \-lSll Strndarcls lrt. dcsignt.tl to
t l:tlx rr:tlc orr tllr nr rrt' gt nt r.rl pr(^'i:\n )n\
()ullincd in the Frxrd Larr. TItc frxrtl
l,a',r"s gcncral pr()r'isi()ns slipulille thxl
prckaged fixxlstuffs ntust display laltls
,rr lrrrrlrrrrcs ({rnt ininE thc li,ll,rurng:
thc p()(hlcl's nllme, the pr(xluc(jr's nanc
:rml kx:rtion, prrxluctirrn Jatc. cxpiratron
date, p(xhlct spccifi(:llions, lratch rr kl
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tocus

Chino Puts ono New Foce

I Miki Swonson

More cosh in hond

meons higher

cosmetics soles

r Mitzi Swonrcn is o director ot
Asion Sholegies ltd, (ASL), o Hong

Kong-bosed consulting compony Aot
recendy completed o report on Chino's
cosmelics industry.

a significantly higher p(rportion than

his tls or Europexn c()untcrpitn spends.

\0ith housing and wclfarc expenses
generally covcred by tlre g()vcmment.
l()N' transp(,rtati(rn c<lsts, and limited
availabiliry of leisurc activities, Chinese

urban consumers can gcnerally aff<rrcl t<>

spend such a high perccnt:tgc of their
ntontNy incoote ()n c()sDretics and <tther

pcrsonal care itenrs.

Foreign manufactr.tre rs oI cosntetics

have seen their salcs in (lhina increase

ten frrld since l9ll5. lmF)ns ()[ (()sr)ctics.

for example, increast'd by 7 prrcent lx-
tween 1992-9.1 akrnc. Although a signifi-
(xnl per(cnll8( o[ tltt're tntPons origi-

nule in Asia, sales of pnrdutts from the

tJnitcd statcs, Franct'. ancl Switzerland

have lxen increasing in rcccnt ycars.

M:lrketing cff(,fls rn (:ltin.l li)r A\i.ln
cosn'retics generally kxus on thc pr<xlrtcls

themsclves ilnd av()id cmPltasis ()n brlnd
names. Asian cxlx)rlers xls() promotc their

pr()ducts with eilher llnglish or Chinese

names. These striltellics stcnl tt: lx' trrrk-
ing as sales of irn1xrnccl Asian pr<xlucts

hlvc l)een as l'tiglr ls &nncsli('llnd j()inl'

v(nlu,r 8(x{is in (:lrinJ. lrilP,}n(d li)r(i8n
hrJndi Pr0clur(J in \i\lcrn iotrnlri(s.
th<lugh prizcd b-v oltincsc (lrnsunlcrs.

gencrally tcml t() lx t(x) e\lxnsivc fi)t the

lvcnrge consumer (v'r' l:tblc).

A closer lool<

Vithin this tlrriving nr:lrkct, skit't crtre

pr<xltrcts accounl firr .i,r IT ncnt <>f sltlcs
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mid the grimc, smokc, and

fumes rising from cars and
factories in China s largest
cities. some sweetcr smells

arc *afting through dte rir. ll nray lx'
tlte ;rrfume wom bl young u()nlcn ()n

the wxy k) the disco, ()r the sccnl ()f

lrcshly s<mbbed sch<xrlclrildren, lrttt t<r

ntultinationrl c()snretics ntanutitclrtrcrs,
it is tlre sweet smell of suc(css. Rlpicl

incrc:lses in consumcr incontes ancl

chunging spending plttcms havc helpccl

sales of cosmetics-inclu<ling skin, lr:tir.
l.rci:rl. un<l neil c'lre prrxlttrts- t,: rn-

( rcase 210 Frcent r ^+twccn 1ry0-9a. c-

rrrrcling to x March ly)5 litn)tu)rtik)r
Iul.'nwtiorrll re;xrn. Salc's ol costttclits
in China rcLrched alm()st Y9 l)illi(nt l:rst

yexr. :l -10 percent jurnP lnxn l9X).1 lcF
cls, lnd similar sales gr()uth is ei(lx\1c(l
rrvcr the ncxt fe"r, yelrs.

Money l,o spend

As rcrl .lrspr'':rhlt in(i)ttlc Ililr' in_

crclrscd, (lhinesc spr:ntling rrn (\)nsunlcr

grxrcls such rs c()snlelics xnd cl()thinli
xpp(.rs t() hll'e outpacecl orrllll's lirr
dtrrublt g<xds. Man-v c<>nsunters, hop_

ing t() sh(x\' ()ff neu.fi)un(l scalth. h:tvc

.rl.o rlc.rclopcd.t ptnrlttttl li'r l\r)irlg
and !\'eering cosr]1elics. $hi(t hitlc stx_

tus syrnlnrl lppeal.
A((()r(ling () ASL rtscitr(h, ll typi(ill

trrlran rcsiclent now s1rcntls rn :rvcrilllt
()l -10 pcrccnt <>f his nronthly in(t)lllc ()tt
cosnrclics :rnd ptrsonal tarr' pr<xlLtcts-



revenucs, ti)llo$e(l l)v h:rir clre pro(l-
ucls (19 l^-rcent) xn(l perfunlcs (ll per-

cent). Ii)reign l>r:rnds, imluding Oil of
[-ll.Ln, l)()nds, rnd Yin Fon8, hilvc cap-
turccl ovcr 20 pe(ent ()f tlru skin carc
markct. s'lrile clonrcsticallv n)iltlufrc-
turcd brancls srr<h :rs Nlaxant ancl
Plrrx'nix are also prpular.

Vith a tlroror.rgh slles ancl distribu-
li()n n(lwllrk rn(l \lr(,ng ('onn(('li(,n\
sitlr rct.ril JnJ g(^'crnr)rvnl lutlxrritici'.
The l)ftrter & (;rnrl)le Co.. onc of thc
earlicst f()reign invest()rs in (:hin.r. hils
succcssfully positioned its h:rir carc
products. Procter et (;rmblc giincd a J0
pefcent slrirre of tlre hair ctre orarket
thr()ugh sales ()f llci()ice ancl llcad &
Shouldcru brand sharnpxxrs. Thcse prcxl-
r.rcts xrc n de in Cuxngzhou l,v t'&G

ioint vcnture. \,)/ellu Corp., thc firut f<lr
eign oranufacturcr ol'luir crre Prrducts
sithin lhe Chinl rnarket. strccessfully
penelrated the mirrkct in thc cxrly l9tlos
and still maintains a leading positkrn by
pri.in8 its joint-vcnture pro<lucts closc
to l<rally produ(ed Chincsc products
(.r.? p..10). Leading Chinese lrrands of
lrair clrc products incluclc llee &
Flower, u,hiclr htrlG approxinratcly fivc
pcrccnt ol rtlirkct salcs. C)tlrer Chinesc
brencls. such 1s Maxilrl. IIulzi, and
Pia()yi, sell well bccausc they are n'lorc

affr>rclnhle than nrrny foreign brancls,

shctltr'r irrtJxrnr.'rl or ntadc Ir)' :t Sinrr
forcign i()int vcnlurc.

According to

ASL reseorch o fypicol

urbon resident now

spends on overoge

of 20 percent of his

monthly income on

cosmetics ond personol

core products-
o significontly higher

proportion thon his

US or Europeon

counterport spends.

Whilc urben Chinc,se have contc to
consider skin and hair care prcrlu<ts ba-

sic necessitics, color cosmetics, which
includc facial lnd n:ril carc products, arc-

Iikcly to enrc-rge as an()ther imp()nxnt
nrlrket nichc xs Chinese wonrcn be-
c()nlL' llr(,rc fashion crrnscior.rs. (]okrr

c()smetics. qhich accountcd lbr six 1T r-

cent of the crxmetics nrarket in l9x)J, is

the industry's f'astest growing scct().. l,i['

sticks, which n()N' llccount for three per-

cent of industn s:rlcs. are sclling quickly
in Sh:rnghai, Chinas fasltion centcr, ils

wcll rs in nonhcrn c()astal citics.

Who's buyiry?
'lltr.. rrrarket li)r c()stltctioi consisls ol' a

wide range of constuners of varying s<>

ci()c( ()nomi( ba< kgrouncls. although
yorrng rrrtran urrmcn. rvho tend to livr
$ith thcir pxRnts Jnd hrrvt' tlrcir lT.rsrt

living expenscs (()!'tred, arc the primary
buycrs of c()sn)elics. Seeking to krok
mrrre gllmorous-()r t() eDlulatc the
(lltrnt.'t moclcls tlrel stc on ttleri.ton
()r in oragazines---{hese worncn ere will-
ing to s;--ncl lurEr' I'oni(,nr ()l th(ir in-

come to kecp up nith llshion trends
and rnxintaia tacr: among their pecrs.

Y()Lrng worlen are by no rnexns the
only buyers ol cosmcti<s, us oldrr
rrortrcn and y()ung nten als() acc()unl
for e large sharc of cosnrctics con-
sLtnlerS,

lhoLrgh clenrand fronr urban con-
rtrrrrl,r. i:':tlr')nF, l)r.lnJ l())rlly in
Clrin:r':' r( lJli\ ( l) immJtur( r(,smcti(':r
nrlrkt't still irppt.rr\ welk. (inrj.umcri. in

Bciiing tend to he more intcrc-stecl in
cluelitr'. less influenccd l)y lhc prestigc

asvx ialcd with trying l nc\\' lrrrnd. and

thus nr()re likcly t(),rakc rcpcat pur-
chases of a spe<ific brancl than their
c()unterparls in (;u:rngzhou. (;uilngzh()u

c()nsLrllers rencl to lx' mrlrc influence.d

Prices of Seleccd lmporcd, Foreign-lnvesed Enterprise (FlE), ond Domestic Cosmelics

Cosmetics

iye ,hodo*

lTp"tt"d
Christion Dior (Fronce)

Price [Y)

520

FIE

Aupers {Jopon}

Price (Y) Domertic

Doboo

Price [Y)

4490

Blush

Lipstick

Skin creom

I:Iip"I
Shompoo

Christion Dior (Fronce) 340

!!sffi{:r"r
Oil of Ulon (USl

Alberto V05 (US)

Silk Kerotin (US)

-9:ltsepl_1rp""!:p."t
Pond's (UK)

30

90

Doboo

Doboo

20

28235

60 Doboo27

zcl0 t

20

3l41

36
-- 

tralls)
Reioice (US) 21 Xio[ei U

0
I

H
l mI

o
(D

' -!

t_rtrI
E< I
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NOTE: All pnces ore for products sold rn Beiiing ond ore bosed on products o[ equol size or volume for eoch cosmetic ty,pe

SOURCE: US Chino Br.rsiness Council
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FOCUS

by wlrat is lxrprrlar in I lonla K()n8, since

thcy frequently rrc exposecl lo thc
colony s conspicuous c()nsuflrpti()n an(l

evr:r-changing lushion trcnrls through
tclcvisi()n broa(lc{sts. Like Cuangzhou
shoppcrs. tecn a()nsumers thr()ugh()tll
the c()unlry, conlronting pecr Prcssurc.
arc nrore likcly to firlkrw lirsltion trentls

in thcir ch()ice ()l (()snletics tll n l() idcn-

tify rvith one bnntl be<ausc ol it-s qual'

ily. while thcy nllv n()t ll.tvc tlcvelope<l

espccillly strrng brend loyalty among

c()nsur)ers in gcneral, lrcavily advenisecl

fi)rcign pr(xlucls usually holcl rnore ca

(hcl th:ln d(xrcsti( hrancls. Mlny con-

sumcrs still huy Ohinese lrrancls, how-
evcr. cspecially lh()se thilt:lre rl'cll
publicized anrl havc a rcPutittion fi)r
high quxliry.

Gering the goods out

As is the casc with ()thcr pr()ducts.

pr()llx)ti()n and distril)uti()n of cosmetitl;

are typicxlly thc largcst obstir(lcs to tack

ling thc Chinx rrtarkct. Ovcr.l,000 dis-

tril)ut, )rs (,[ (( )srr(ti( r prcxlttt'ls .rn' r< gis-

tered in China. (irllcctives ancl township
cnterprises conslitute appr()xinutely 52

perccnt of all c()smcti6 distrilrutors, f<rl-

krwcd lly Stxte-()wned enterprises (1i0

peftent) and privale cnterpriscs (ti lx'r
('(nl), wl)o\( rltnk. art tn(r(:lstng in

nunrl)cr. The l()p 20 dislril)ul()rs cur-
rently:rac()unl f()r l0 perccnt, ()r xPP(,x_

inratcly Yl billion, of China's tolal c()s'

mcti(s sales. 'l hese [irtns lre all
St.rtc<rr,r'ncd sulr:itlilrics,,1 tlx Chin:r

Gcnt'rll iUerr lt:rnrlix' Corp.. wlrtrh is e

nrain supplier to (ihina s dcPiirtnrcnl
sk)rcsj nnd dislril)utc g(x s lh()ughotlt
tlre <rritstal re'gions.

llccausc o[ ohina s ;xror transPon:l-

ti()n ,nfnlstnl( tur.-. vrnre l.trgc lirms. in_

clutling foreign, i()int-venlurc, and (l()-

mcsti( (()mpanics, havc dcvtloped l
"push-pull' tcchnitlue t() cnllrnce tltt
stanchrd tiistribution path lnrnr nranufirc-

turcr l() wh(resalcr l() retailer. llsing this

stratcgy, a conlpany s sal(-s forcc
'puslrcs prxlutt.s xk)ng tlrc (listribution

path l)y cultivating relationsltips witlr
wholes:rlers wlrilc tls() utilizing rdvenis-
ing, point-of-slles pr()m()li()ns, Jnd othcr
sJ^-cial incentives to "pull prrxlutts and

inducc consumcrs l() make purchases irl

Skle rctail outlels.

M.rny lurge [r rrt ign m:tnttfutlttrt rs in-

stcad opt to cstahlislr dirc(t sales links

k) ret:ril st()rcs via branch offi<cs end

sales f()rccs in selcclcd citics. S()lne

conpanics, such as Av()n l'(xlu($ Inc..

have nxrvcd one stcp lirnher by selling

tlirc-ctly to thc c()nsutncr (sa 'lht'CRR,

While they moy

not hove developed

especiolly strong

brond loyolty,

heovily odvertised

foreign products

usuolly hold more

cochet ond ore

fovored over domestic

bronds, with the

excePtion of

well-publicized,

highquolity

Chinese bronds.

rctlil outlets. with thc goal ()[ enticing
c()nsunlcrs to purchlsc thcir full-sizcd
pr(xlucts in st()rcs.

Comporison shopping

()ncc on st()rc sltclves. prices f<rr ctx-
rl({i('i' \'aD sirlt'ly. In gt'rtt'I:tl. [,rreign
protlucts arc tlrc nrost c'xpcnsive, firl-
krwcd by m<xlcratc (r cxlx'nsive i()inl-
venturc and (l()nrcstic pr<)ducts, and in_

cxpcnsivc clorncstic g<xxls. l\)pular skin

t':rrr' prr,du.'ts. tirr exurnplc. rrngr in
prite frrlrn Y0.(r'g tirr tltc .leparrese-maclc
Kanchr hrancl to Y0.15/g f<rr g<xxls pn>

<lu<ed by a iohnson & .J()ltns()n j()inl

vcnture t() Yo.ol,ig for lower-quality <kr
meslic mercll.rndise. vlrilc c()smctics
priccs havc increasc'cl at lhc srme 8en_
cnl inflation rirle, both me:tn and me-

cliun prit es lirr r'osntt ti<'i ltlrve rist n
fistcr than inllation due t() thc incre:rsed

J\:rihhilrly ol morc expcnsivc [,rr(ign
Jnd i()int-venturc g(xxls.

Ahhough thcy can lT expensive, skin

carc prrxlucts (lo n()t gcncr:lte the high-

cst (rverall profiI margins because Iht'ir
rcllil mark-ups irre relativcly low (gen-

crally 10-20 pcrcent). The higltest conl-

lx)site retail ntark-ups are lirr perftrmcs
(q0 prrcent), folloued by hair carc
pnxlucrs (2G25 p:rcent) and color c()s-

rnctics ( l0-.J0 pcrceor).

FIE inroods

l)espite lheir higher-pricc(l p(xluds.
t)rcign investcd enterpriscs (l'lEs) seenr

t() h:rve spxrkcd the cosnretic industry's
grouth. Many prominenl tnultinxti()nxl
((nlrprnies. including P(xlcr & Ctml)lc,
S.(:. Johnson & S()n, Inc., t,nilcver I)1,(;,

and .l()hnson c&johnson. hlvc manulac-

turing facilitics in Chin:r. -l h()ugh Illls
icc()unt f()r ()nly 10 pe-r(cnt of the c<lnl_

pinics registcred k) nlantrf:lclure c()s_

mcti(s in (:hin.r. tlrcir t()litl (1,)ttt('r'li('

salcs in 1993 cxcceded YJ billion. alxrut

.J0 pc(ent ()f t()tal induslry salcs.

]'hat FIE proclucts havc capturcd
nrtrch of China's m rkct c(rmes as little
surprise t() industry analysts. s'ho at-

tril)ulc llrc suc'r'r'ss trl f,rrcign , rrmpanrcs

t() thcir abilily () produ(e high-qualily
pnxluos and nrarket thc forcign image
('(rnsurners s('ck. Ily ioqx)ning raw nla-

rerials and nranufacturing locally. I'lEs

avoid the high tariffs levied on imponed
personal care gtxrds. Clrina's low l:rlxrr
costs also hclp FIEs pri(c lhcir g()()ds

I I

March-April lyrl, p.io). In 1985. Av()n

rcpre'senlltives who sct out on lix)t t()

sell prorlrrcts tloor_to-cloor provccl a

wclconrc lltematiYe t() inattentivc state-

cmpkryctl stafl, and thc company s sales

skyrocketccl. Several contpanics, inclttcl-

ing Amwry (i)4)., Nuskin, and llerbal-
i[t, lntcm:ttional Inc., an'now frrlkrwrng

Avon s lead. Olher c()mpanies, including
l)r(x1er & (;:rn)l)lt-, lr:rvc adoptrrl it sitni-

lar approach l)y dislrihuting l.rec sam-

ples to consun'rers lxrtlt lt home ln<l at

fhe Chino Businers Review September-October 1 995
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Though FlEs

occount for only 1

percent of the

componies regislered

to monufocture

cosmetics in Chino,

their totol domestic

soles in 1993
exceeded Y3 billion,

obout 30 percenl of

totol indusfy soles.

r

cornpctitively u'ith clomcstic prrrlucts.
( )tlr( r FIIi ,rurk(tplir('c lrlvlntirgcs in-
c ludc advlnced lechn()l()gy, Wcstern
packaging dcsigns, and hetter skill at
p(rn()ting proclucts. cspetially via ad-
!'enisemcnts, l() young, alllr-rent urban
cusk)rncni (.\r? p.26).

M.rn) ,)l lhc tlll:,:tlso ttst their (.ltinr
ventures ils a production lrase [<rr ex-
pons to other Asian nlarkcts. lh()ugh
UhrnJ irs(lI is ir:.t lrt(rnring u llraior
nla.kct li)r c()srlrctics. it cni()yed :l nt:t
tradc surplus ()f $60.5 nlilli()n in c()srnet-

ics in 199..t. O[ thc country's top 20 ex-
p()rting c()rporxtk)ns, .l arc c()smetics
j()int ventures. Lipsti(ks, p()wders, an(l
cve prrxhrcts arc lelcling cxpon gxxLs.
espctially to Asian trruntries such as

lapan ancl 
-fairvln.

[)(nDestic an(l joint-venturt nrenufec-
lur( r:\ rrr' Lkt ll t,r trrntirrrrt' expr,ning
Iow- and nrcdir.urr-clullity gtxxls to tlher
Asian c()unlries. n'hilc high cnd crxnrel-
ics till likely continuc t() lx, inrponetl
inl{) ll)(' n(\l (cnlltn'. A\ tlr( (.nrntn \

c()smcti(s industry dcvekrps funher and
ntore Ohincse c()n)pirnics for'rn joint
vcnturcs, lx)th thc quantily antl quality
()l its exp()rts will r.rncloulrtedly inrprove.
strcngthcning pnxPc'rts lirr a (r)n(inucd

tr:rtle surplus in c()snrelias.

.Just ils n1()st c()snlcti(s c()nsutncrs
livc in urhln areas, approxin:ately 75
perceol of (lhinas ({)sl'|)etics c(nr)pa-
nrcs rrt.rke th(ir hr),rrcr in rr,rrstlrl <'itics.

The FIIi\ in this serl<x, like nrany otlrcr
lillls, are situ:rted primarily in arcls
rvitlr prcli'rcntirrl trcJtnr( nl f(,r f,,r('ii{n
inves()rs: approxirnetr:ly tiO perccnt of
thc FIIis arc l(ratc(l in lt(iiing. Guang-
&)ng, .lirngsu, l,iaoning, Shanghai. and
Zhejirng.

Alth()ugh Chim's crxst has <aptured
thr oui()rity (,[ forcign invcst()r intercst,
()nc c()tnpilny! (l()nstancc Cerroll ol'
Ilritain. hxs iclentificd ccntral (lttina as r
rcgkrn with l()ng lcnD fx)tentirl .rnd in-
tr{ )du( ('(l rrrstnttir.s lin('in (;uJn8xi

P()vin(e in Junc 1991. (i)nslance (:lr-
nrll succcssfully launched its inilial ven-
lurc, p()siti()ning itsell stiltegi(xlly as a

nrarket lclcler. (lentru: Chinx s Br)r dis-
tril)uli()n systcnr, long r'ornmuting dis-
tances. and l()$cr ('()nsunler inc(nrlc
have discorrnrged rnost invcslors from
rxp nding int() thc interi()r, h()wevca.

Plonniry for the future

Many Chincsc ((nnpanics rre n()w
entcring thc (()smcti(s ntalrkct k) c()fi-

I n the world's most complex environment,
it's important to have a bi-cultural team
of professionals at your side.

D China Strategies

) loint Ventures

> lnveslment tJpportunities
Te[ (4rt) 5&L-O2r5
Fax. (4r5) 564-1879
lO32 lrvtng Strect, #716
San Francisco, C-\ 94122

) Market Research

D Distribution Networks

) Chinese Products & Materials
(8610) 5r3-n66
(86to) 522-3417
1639 B€iilng Hot€l
33 E. Chongan Avenue
Beiiing, China TOOOO4
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pcte with li)reign conlpanics. f)cspitc
the increased numhr ol markct players,

ncw nurkcl scc't()rs prcscot cxcellcnl in-

vestnrcnt ()pponunities, panicularly as

nl()rc (ihincse women begin lo use
c()lor c()snlcti(s suclr as eye sha&rw and

lipstick on a claily lusis.
Whilc fore.ign hmnds of cokrr c<rsmeF

ics arc r,rrely seen oulsicle of the larger

depanrncnt stores and lirreign cornpa-
nics lHve n()l yct penetrated the (()lor
cosnletics scdor, FIEs <rruld gain signifi-
cant m rket sharc in this prrtentially lu-
crativc sec't()r. lJttt ventures in c()l()r c()s-

metics w(luld certainly not he
rrrnsidr.red high-l)riorily in(lusl ricr, in
ll(iiings ()(s an,.l u,rtrld n()t rc('cite
prefcrcntial treatmcnt in tltc approval

Pr(X(lis.
As the distril)ution systenr in (;hina

impr()ves. the c()smetics merket $'ill
likely lxcoure fln)rc allnctivc, more ac-

ccssiblc-ancl nx)re c(nnpctitive. Ncw
entBnts k) the nrarket, thotrgh they will
lrave to liglrt hardcr to rchievc the f()nt-
rlrnncr stirtLrs of such contpanies as

Av()n xnd Prr)(1cr & Crrnlrlc, t'an tlarrn u

sharc of thc world s largest make-up
market if tlrcy proceccl paticntly. As
(lhinr's u.l)an p()pulati()n is fi)recxst t()
becornc cvcn nrore affluent and its
youth m()rc faslri()n ()rient(,d in the
decades ahcad, continuing denre nd
prints x rosy ()utl(x)k fi)r cosrlctics man-
Lrfutlrrn,rs L

China llenture Aduisors
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REPORT
tHt tttl :ttltE 3:CrOl

Hongirc Out
Your Shingle in Chino

I Andrew Ness

Rentol rotes ore
ropidly-but sonsrng

ore the options

! Andrew Ness is ossociote direcior,
R.eseorth & Dordopment Consuhoncy,

Richord Ellis Ltd., Hong Kong, Richord

Ellis ]td. is on internolionol reol esbte
consuhing ffrm.

n the l gti0s--{hc earll days of tloing
business in China-nr()st nlultinllti()n_

als sel up shop in hotels in Clrinx s

nuior cities. lly the cnd of thc clecade,

ls thc business (limrle in (;hinl :lp-
peared to lx'impr()ving lt a steady pltce,

lhese pioncers ()f intcmati()nal c()mnl!'rcc

hgan to oulgrow their nrakcslrifi operat-

ing bases and sec'k oul V'eslcm-stylc lc
cornrnodations. \?hat they found was a

'rnall stock ()f nr(,Pcnr(:\ dcsignetl prr-

nrarily fcrr Clrincse coorpinies and built
to meet thc rypically smaller grrr'er nceds

and lcss sophisticxtecl office systems o[
such tcnants.

Oncc inremati()nal property develop-
crs c-ntcrecl the China narkcl in thc late

1980s, moclcrn high-risc otIicc t(x!'er
began to appar on the urban skylnes.
since 1992, ltowevcr, denrand lbr space

in ncw devclopnrents built t() vcslern
specifications hds oulstripped suPPly.

llet$ een l(,l-94, rental ratcs for Gmdc

A r)ifi(c rnd tssrtlt'nti.tl \Prc( in l|('iiin8
dnd Shanghai r()se ilpproxinralely'10
pcrcent each ycar. Currcntll'. the avlil-
alrle ol6ce spa(c in llre citics q,'ilh the

largcst foreign bLtsiness cotlltnunities-
llciiing. GuJngzlt()u. lntl slt.r ngllrr r-
t(nals l.39O,0ClO s(l m, I nlerc 27 ptrcent

of Hong Kongs lotall ()lfrce sPacc. F'or-

rign (1)nlpitnics srtking to lclsc primt'
offrcc or rtriticnti:rl :.PJ(( rn (:ltinil
sltoul,l lrt'rrwlrc llt:tl thcv:tre str:Pping

rntu:l l.rndi('rLl's r)urkct. th()u8h (ilrinrr i\
nroving to\\'ar(ls pr()tecting tcnant nghts.

Ploying by ttte rules
l"hc A(l,ninistrati()n oI tlrbln Real

Propcn\' [-arv, promulgatccl l)]' tlrc \'l-
ti()n1rl Pe()l)lc s (bn8rcss in July 1994,

r\cnl rnl,) ('lle( t in .l.rntlJr) l(x)S. llrir rs

thc first nriior piece ()[ nilli()nxl pr()peny

legishti()n to lx issued in Chinx since lhe

1990 pr( )rrl utEr tiorl of thc I)r()visionirl
Regulxti()ns Conccming lhe (;ranting and

Assignment of hnd-usc Riglns in t-lrban

Areu. enrl tlr< l,ror i.tonrl AJlnrni\lruli\('
Measures Cov.'rning (:omDlerciil Lan(l

llcvclopnrent and M:lnJgenrcnt l)y For

er!{o lnv('\li)rs. The ncw lJw L(rnlains
s()rnc 72 provisions in scvcn ch:tptcrs
dealing with rlnn)st cvcry ntajor issue rtf
conaem in lhe rcal estxtc scctor. The lau'.

howcver. merely lxys out mattcrs such {s
th( rs8istBtir,n o[ ten:tnrl JArccrlx nls in

brolcl ternrs, clclc'ning the promulgatiolr
()f detiile(l implcmcnling ntcasures unlil
a latcr chtc. Sonre l(( litics have chosen

not t() s'uit for funlrcr nali()nal inrPl.-
mcntinS rcgulxti()ns lnd ltave alre:Ldy

draticd their own melsures.
Shanglrai h:rs :tlree<ly protnulglted tle-

tailed implemcnting regulatkrns concem-
ing the conversion of privately owncd
ancl rrcupied rirnrestic resirlcnti:tl prop-

cnv into (()mmerciirlly leasctl resiclential

prpcrq. mandating tltll ouners o[ such

pr,,l)(.nv first Jfl)l\ Ii' Jnd olrtirrn pr'nrti:.-

sion fronr the Public Secrrrity llurexU
rl,5ltl. t p,,rr,rl'tlining this.tppr,^rrl fr,'nr

PSlt, thc krv,r :tntl lt'sscc nttt't .ttlrtnil rr

Privxte I l()using Lexsing Rcgistrxti()n
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Form t() tlrc Private Housing section of
thc Shrroghar Real E\rJt( Adn)inistrlltion
(REA) l)ureau and pay a li'e c\.luivalsnt to
12 pcrcent of the total rcntal transaction
value and a lusincss tax of 5 Jrcrcent of
lhe transaction value.

Eoli)rcemcnt of the Shanghli rcgula-
tk)ns has lx'en lax (r clatc, ancl rhe rules

have been hrgelf ignorcd by rnany ltral
(1)n(lr )r) lintrnr owncrs. Tlris lrls givcn rise

t() e grey mxrkel in which o*'nem direttly
lcase private residentixl propcrty to for-
cign pllnies. 'fechnicxlly. if a shanghai
resident orvning pdvate housing wishcs

to lelsc thc p()1x'n) k) !n ()vcrsa'is nr-
tional ()r li)rcig,r (()rp()rati()n, he nrusl

6rst appll frrr pcnnissk)n to lxxh tltc I'Sll
and thc Shanghai I;orcign Econooric Af
f:tin rrod Ir.rde (.r,r)tnlr.sx,n I,t ol)lJln .l

l'cnrlit fi)r l,casin!{ P()pcrty k) Ovcrseas

l)xnies. N:lli()n\r'ide. pr()speclive tcnrnts
wlur ere willing k) sign infbflI:ll privilte

lgrerolenls rvith thc- llnclkrrd nillrout
()l)taining l'Sll appr()val ()r registerinll lhe
:rgrccnlenl \ilh lhe Privilte H()using Scc-

li()n ()f tlre RIiA rniy bc (lu()ted discounts
r,| ul) t(, -lo-11, I)c('(.nt .rfl ,rl tltc gorng

rate firr a lcgal agrccrnenl.

No protcdurcs cxist currently'frrr rcg
i\lcring lcir\(s ()l' r ()rnnrt rr'r:tl :rnrl rtsr-
(k,ntiJl pr,,lxn) uitlt tlrc RtA lrrrr,..rrr rn

Sh:rnghai. Illthcr, nrxlrrization o[ thc
.lgrcenrent and pivm(jnt ()f the stxnrp
cluty ure thc only firrnrll orcilsurcs lbr
r',,nr ltrrlinF :rn :r8r(( nr( nt. sll:rngll:ri ir'
( Lrrrcntly (lrirlting lhe N,luni( il)lll l)r()p
cn\"I-nnsx( ti()n l)fi)ccdures, ulrich q'ill

detail registn(i(m pnrc'eclures lnd ()ther

nler:irrrL-s lirr conclucling conrnrcrcial
lu ncl rcsidcntial lcesing agreemcnts
\\'ithin lhe ( iry.

Currcntly. Shrnzllen is tlrc only nrr.t-

ilicil)xli$ in Chin:r q'ith :r tlctailerl and
cnfirnctl lxrly ol irnplcnrentirrg regula

li()ns t() thc t rlxn Reel l)r(I)rrq' l.itq.
'lhe shcnzhcn Specill llcorronric Zone
lluiltling I-c;rsing Rc!{Ullti()ns Irrrl)lc-
nlcnting Rulcs. r.rrvc'ring all typcs of
k.using tr;rns:ritr{,ns \\'!tlrn tllc rirunI('i

I)Jliry. r)r:rn(l:lr( lh;rt rr Icssrr| lirst (,lrtrrin

.r l3triltling L(.rsinA l'cflril ,'r lt \ulrB(1

t() pcnllltics.
\:{i{)n$idc, $'hilc l cletrilcrl lxrly' ol

inrplen)cnting pr<xcclurcs liI thc rcgistrn-

tx,n ol' t(,n.l|l('\' :t8rc( t(,nh rs:.till lur'king.

lll tenlrncy xgrec[lents in Chinl arc nev-

crthcless sul)ic(l t() the pxylrrrnt ()[ il
:\l.lllrl) ([lly 'llrr llr* r(\guircs lll( nilni(s

to ! lexsc l() pa! r slan)p duty ()f .02 per-

cent of the totxl vaLre of the lelsing tnns-
:rcti()n t() lhc kral lrtrreru ()I lhe Slllc Tlr
Administrxtion (S'lA). -l'his cosl i\ l)ornc

evenly ll'tlre lendlord Jnil tcnant.

Prospective tenonts

who ore willing

to sign informol
"privote ogreements"

with the londlord

moy be quoted

discounts of up to

2G30 percent.

grrirxJ of the lcase rnd threats ()[ evic-
tion if thc lenlnl rcfirs('s l() pJy thc i,l
crcase'd lmount art iust tqo c(nnm()n
conlr.rt'trrel vi()l:rtk)ns.

Where's the monoger?

Asidc from a reli'rc'ncc to propcrt)'
ounagerr)ent in the Administration of the
Prc-Salc of tlrl)en Conlm(Klity Iluildings
Pro(edrlrcs prorrulgatcd l)y the Ministry
()[ (]()nstnlctk)n in N()vc'rnl)er 1994. no
specifir nutional rcgulations exisl c()n-

cerning a tleveloper's resp()nsil)ilit) t()

arrlngc firr l()ng-tcrnr menagcmc'nt of
pnrpcnl The rules in Shenzhen. the onl1,

nrrrniripulity k, pli'\ rcgulxti()ns pcnJin

ing to rcntal prt )pen) nxlnlgenlcnt,:lppl)'
()nly k) rcsidenlirl propcrtics.

lvJrket ft)r<es, nrxrcthclcss. have dri
ven many lirrcign antl kral devekrpcrs o[
Cr.rde A propcrtics t(} dr:rli entl implc-
nlent clccds o[ nutlrirl covcnant whith
stipulale nranilgcntcnt trrllngen)cnts !l(-
cortling to intcrnxli()n:ll pra(li(cs. I)c
cause pr()pen!' selcs oticn sullcr slrtn
l, rng tcrrrr rrr:rn.rgcrrrr,nl PLln\ :rr(. l:r( krng.

nrlnl dcveltpcrs no$ lrlllch lo their
salcs agrecmcnls a supplcnrcntary agrcc-

nrcnt cstal)lishinS l clcecl of nruturl
c()!cnxnt l)etween :rtl of the lrtryers ol
rrnrts s'rllrrn :r gl\(,n I)rr'l\,rl\ ulnrl its

(,,nrnl( lii'n. Irtrlr\'irlrr.rl ('(ln(l{ )nr in illln
,'rrttt:r.' t!PirJll) ugR( lo ll)i(l(' l)\' ('cn.rin

rrrlt.r trl lrrrilcJrng or!ul)irn()'. l(, Jplx)int J

hrrilding mlrnagcnrent conrpxn\'. Jnd l()
plry :r shlrre ()l mrnrgenlent lees on a

pro-rrta basis. -fhc qualitr, of building
nrlnirgerntnt in Chini is thus entirelv dr-

Jrnclcnt ,rn tllc rclirl)ilin'o[ the n'un:rge-

mcnt c(nnpany appointccl hy thc clevcl
()pers ()r ll)aj()r in\-cst()rs in a pr()pen\'.
Popular nranlgenl(nt c( )mpa n ics li)r
Chinr pr()tx'nics inchrdc (l)llicr.i.Lrrdinc.

First Pacillc Davies, tnrl Ricltard Illlis Ltcl.

Ilctarrsr dcctls ol rrrrtrral c<;r'enanl
l:rck thc lcgal lr:rcking of n:rtional rrr mu-

ni(iplll {)r(linirnces, thcir vi()lati()n (onsli-

tulcs nrercly lt lrreach of civil (\)nttuct.

Only Shcnzhc,n s rcsidcntiel propcrty'
n)xnllgenlent regulations int'lLrclc lr liallil
it\' (-lxusc f()r violilli()n of thc drcd.
Tlrr', 'tUlr,,trt 

(:lrinx. il .l rrrncLrrrtinirrrrr rrnil

is vx.ilnl. then tllc lxn(llonl is reslxrnsiblc
li)r I)lyinil thr, rninagcnlent fce to thr:

trllnxgrr]rcot crxrPan! of lhc huil(ling. ll
a conrlrrniniunr has h.cn lc;rsccl, tlrc tcn

rnr ir ftslx)nsilrc frrr thc Pulmrnt <f the

r111lilllgcrl(jnt llc. I]ecar.rsc rnlnv of thc

W'lrile pevmcnt o[ the staml') <lutr'
r[[: n t tonstilrrl< i)lllr i.rl r('!li\lrxliol]
of thr tcnanrl xgreer)1!,rt. it is ne\'enhc-
l(:':'.rn (ss(nlrill pror r.'tlttre. lrs it l:rings

the xSrccorcnt q'ithin Ilrc lxruntls ol-

l'R(: (()ntril(t lxw t rltil rtll l,'errlrtir.. rn

Chinl issuc thcir o$'n (lctriled pr()p!'nf
leising irnpleme nting regulatio|rs, the
suunp alfixccl lo cach 1'rage o[ thc crxr-

trecl rs trsrr.rlll' tlr( r:nly Iricrc ,rl qvi-

den(c thxt the tcnxnc) agrccnlent \\'as

conclr.rdecl in accorchnce wilh the rc-
qurrcrlsnls t,l l'RC lJ$. \lJnv nllrltrn:r-
ri{}n.rl\ [,.lsing srrlr.tunti.rl olfirc rrr rtri
clentill space insist rll.lt tllr tcnJnc)'
agrccnrent also lt nolurizccl frrr eclclerl

securiq in the cvent that thc ilgrccnlent
is lxlcr thc subjccl of rlisputc.

I'()r tcnxncl tgRerrlcnt\ li)r tlrc leis-
ing ()f sul)stilntiirl lrrcls of sprrcr. rnany

lirreign companics preler to hl'c such

xgrc( orents publicl) rrotarizeci so thet
therc is n() un(crt:lilltY cont'crning thc
c(r](lilk)ns surroun<iing tll(' signing ()l

thc Jgrecnlcnts. shouli.l I rlisl'rtrlc con'
(ernirlS llr( ll8r(\1rl(nl Jri\(. \i8n:ll('rt(s
lo trr-m ltrizcd tcn:ln( \' Jgrcctncnls ()n

rvhich thc strml': cfrty lus not becn pairl

.rml lirr prolx'ny lirr uhiclt thc hnclkrr<l

has n()t (r)lrine(l !l prol)crq, lcasing pcr'-

r)ln (sln)ul(l !<rll regulltions rc(luirc it)
.r r,. rrxrrr' vr.rlncrlrlrlc t,,,'lllr:littr.ll vr()-

kti()ns. Incrciacs in rrnt!l rillcs \\'ilhin
thc supposeclly lixcrl-tcrnr. fixcrl rent
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units in largc Pfl)l^-n,v dcveklPr)rents arc
()\\'ned l)y lhsenttc lantllorcls as invcst-

ntcnls. \i{)lrti()ns ilrc n( infrc(luenl. Al)-

scn(cu c()nd()miniLrrll ()wners lnay frtll

l{()sslv in xrrexrs in P YinS nlxnxStrl)ent

lces nLrndutccl l,ly thc rlcccl of ntutrtal
('()\'enint.

Tlrorrglr Shcnzhcn s I)R)pcrty l\4rnugc-

nk,nl in R(\i(l(nlr:rl l)i\lri(,L\ R(grll.tlx,ns

pcrtain onlv to rtsitlcntiul (lislricts wilhin
tl)c ruuflicipillit,y. thc! \\'ill liktly s('nc is
the lusis firr futLrre c(nnnlcrcill Pr()l)cny-
lcgislltrrn in Shrnzlrrn :tnd clse\\'llcre.
'llre lcgulations ,Ixndiltc thxt rcsidcnti.Il
(lislriclr' ilPP( )inl x Pr()l ^-fl v milrrr8cllrent
(urpeny lirr huil<lings in the (lislri(1. that

Ihe l)r()Prrl)' lnll,rlrlicmenl (()nlP:lnv
nrxint.li,r xn olhcc rvithin the (listricl. lnd
rl!.rr r,\\'ncr\ ('l pr{lltn} uitlritr tht rt.i
clentill district dralt and sign e clccrl ol
tnltlUitl ((r\,en:lnl (rrrllJlninS ((n:rin l)rr^'i.
sions. such rs a rrrde ol conclttct firr
pr()pcn) o\\'ncrs ancl tlte lilbility ttrtls
lirr violation of thc dcccl.

Know ilre omers

As(crtrining tlrc r)\\'nrrship statralure

rvithin l bLril<ling shotrlcl bc x prirlr.rry

tlsk ol lirrcign .()rporillc tc,lilnIs $h()
n v $ish irl s()mc Point to lcasc nruhiple

trnits or iltxrls in :r silltlc l)uilding. uosl
<levcl<ryrs of new high-risc lruilclings go-

ing up throughout r.rrlran Chinl Prc-sell
nlirnv ()[ lhc units, resulting in nurl]cr()us

slnlx-title ()wnc$ lnd ;ln extrcnlel) lnl8-

nrcnlc(l o$'nersltip structure.
r,li hcn lcasing sPx.e li)r residcntiil Ptlr-

poscs. having nunlcrous strulx litlc ()wn-

ers in l buikling gcncrulll' is lcss prob-

lcnxrti( lhan if dre Prop'rty u'ill servc' as

an oflicc, givcn tlr(j fil('l thal rcsitlcntial

units lrc occupied by inclivicltrals ot intii-
viclull llnrilics. []ul for corrpanics nccd-

ing t() housc milnv exP:ltrixtcs, h ving t()

clc-rI *'ith scvertI diffcrent llncllords
rvithin a single building is harclly iclcal.

F()r ()mce tenJnts. il is bettcr to lcasc

space in a building in u'ltich cntire fltx;rs.

rarhcr than indivirlual units, Jre under
single ownership. LarSc multinati()nal
c()mpanies that rcquirc nlorc than ()ne

llxrr of officc spacc ot rnxy nccd t() cx_

p:lnd ()nto contiguous floors later still
lace the prospect o[ ltaving more than
one l:rndlord for their extcncled office
premiscs. lTnles$ they plen ehead. they

ma1'6nd tlrenrselr,es c()nlmillctl t() rsyo-

chron()us lersing tcnns dnd c()nditi()n:i. lf

x crn)lpany cxpe.ts to cxprn(l its lir< ilitics
()nl() contiSuotls flrIrrs ll stxrle [r.ttr.rrc

timc, it shoulcl cilher lc:tst' extra spacc

liom thc l>cginning antl try to sr.tlrlcasc

thc spilcc under ir tinrc li,llit coin<iding

For office lenonls,

it is better to leose

in o building in which

entire floors, rother

thon individuol units,

ore under single

ownership.

\\itll ils plrns. or lclst'spacc lrom lr Llntl'
krrcl rvho owns c(nttigu()trs ll(x)rs.

An()th(r ca\'cxt is that tcnlnts anrl

orrcrs of pre s()l(l units in l)uildin8s th:lt

:rrc, lcss stnrnglv Jxrsitioncd in thc nnrket
mxy cxpcrience clclays in tlrc dale o[ rr-
cupxnq. l)cspite reguhtions lxt xitrl t()

l)r(,t((t tlx i)$'n(r (,r L'rrsclt,,[ler ol rt ttnit

in l building thrt is un(ler constnt(tk)n-
<levckrpers rllust show pr<xrl o[ g<xxl titlc
to thc de,r'chrpnrcnt sitc. Invt injettctl 25

percent of the k)txl constructi(xr c()st ink)

dre project, ancl hevc'receivcd all neces

sav planning altpnrvals befirre selling or

lcrsing units-x pr()Pert)'Ihal is n()t

i,lr('n8ly po\iti{)n(\l rn tlre nlurk(lPllcc is

vulnerable to disiLppointing Pre-s:rles.
low pre-xtles could dchy thc corrrPletion

datc lirr r propcnl. uhich trrultl lrt .r sig-

nilicant inconvcnicncc I() the condo-
minium olt ners or learth<lldem.

l,eose hoggling

Once a firm has identified proPerty to

lease. it cnters the turbulcnt walers of
leasc neg()tiations. China's regulations
govcrning landlord-ten.lnt relati()ns are

kxrscly <lefincJ, with n() c( )nlPrch( nsrvc.

nJri()nrl hldv of leEislrtron desrrihing
the ncccssary contents ()f a tenancy
agrecment that cxPlains thc riShts and

obligations of parties to a lease. or thc

;rnalties to be irnglst'd in tlre evcnt o[
the hrcach o[ a lelse agreement.

Shenzhen again stands ()ut as an ex-

(cpti.)n---{lr(' Shcnzhcn BtrilJing Lea'ing

Rcgul:lti()ns InlplerD('nting Rulcs lrc
horh thoror.rgh und cnlirrced. Shrngltat

lcgislators arr (rrrcntl! clrlliing tltc \ltt-
ni(il)xl I)r()pcrty Tr;rnsltali()ns l)r()(c-
durcs. uhiclr xrc expcctcd to stipttl:ttc
lh:ll ir wflllcn Irrrirtg r'()rllr:t,.'t lrt rcgi._

tcrcd \\'illl lhe l({:rl RIiA lrureatr I ndcr
tllc Sl)xnghri nrles, .l l)()sl)cctiv(' lcssor

uill lrere t.,,lrt:trn .r lrtrtklinE lt'rt.rnS
pcrnrit lrnrl pay a leesing ntllnllgelncnl
f(c t() lhc RIA l)ure:rrr.

li)rcign ('(nr'rpunies slrottlcl also lx' prc'
purcd k) n(g()li lc in r lalndl()r(ls tllilrktl.
The la<k of regulalions govcrnitlg tllc'
pn)pcnI scct()r in CI nJ xn(l thc high dt'

mlrnrl/lorv su1,lply oI con)tllurciirl spx(c
huvc signilicrnth slrengthcncd tlle h!n(l
of tlre lancllonl in leasc ncgoliittions. 

-lte

l()}lu c((nr(nrri(' retrcnrlrnrcnl lnrl austcr-

ity pft)gr:rnr \,!,as innnrdixtely lirlkrwecl hy

tllc.lune r in(idrnt in 1989. Thc conl
binccl elli'ct ol lhesr two cvenls \\'rs a

sloqdonn in thc constnrr'tion ol nlnv
col]rntcrciitl dcle[Dnrcnt pft:jects in the

pipclin( in thc hte 1980s. rcsulting in tlrt
prcscnt undersLrl)ply of tir:ttic A ollit c
\nir(1. \\'.lrtrnll lij.ts l,,r Pfllllc irPir('( rn

cunlrJl l)(r\rn( s\ ,lislrt,ts rrrr'('rrllllli)n ln

t( iirnE .rn(l Sh.rnsh.ti I nttl ( itrh lry)i. in

lart. lancllorcls in thcsc tw() cilics werc
gcncrall,v rcluclant to neli()tiat( leJsc

tcrnrs with all I)Lrt thr lergcst bluc-clrip
f()rcign lcnanls. ln re(cnt nl()nths.
thrrugh. landlords Itave bccomc morc
$illing to neg()tiatc leesing tcnns rnd
c()nditi()ns, pcrhxps in vieu' of tltc nunt-

lx'r of ncu' offi<e tlcilities that \\'ill b(-
c<.rnrc availatrlc in lleijing :rncl Shenghai

in 1(XX)_9n.

I)rcsent nlilrkct conclitions. however.
slill dcrn:rnd [rst nrti(,n l]\' pfi]sl]c(1itc
lenilnl:, MJny lirrg(, li)rcign (1)rrrl)anr('\

c(nring t() ChinJ clirr<'tly frorn their honrc

bases in the United statcs and liurope
hJrt,h,t'(n k'sing,lrt on rlcsirerl lc:rsing

deals to conlpanies head<luartcred in
,{sia. $hich tlpically have l hener unclcr-

st nding ()f thc neecl tc.r make quick deci-

si()ns in China s pr()peny scct()r. \vhile
swifi actkrn is requircd to nvoid k)sing x

pr{)spective propeny, lerse ncg()lia()rs
should also slrivc li)r nuxinrum llexibil-
iry. They ma1, ho*'cvcr, have little lcc-

way in s()me importxnt ilreas. l]ecatrse

Chinese landkrrds still hxve thc upPcr
hand in dealing with snl!ller tenants,

leascs to smaller tenants in primc build-

ings arc generxlly not grantcd lirr terms
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(r'nr()rc thxn t\\'() l() thrce ycxrs. ln Bci
jing rncl Shrrnglrri csPcrialll', lanrllords
oltrn rr.lusr, t,r irrrluJt cirrh lcmllrriltir)n
t l;rrrrt'r in lc:rscs.

LJn(ll,,r(l:' n:tti,,nqi,.[ l(n.l L, r(\rsl
grxnting sul)lcxsing cl:ruses lo all hut:l
olin()ril)'()f lcnanls wh() sign I()ngcr lenn

lerLscs lirr srrhstantirll :rrD()tlnts ()f spxcc.
()wn(.rs ()l-thc nx)st .lfirxcli\.C othcc antl

rcsi(lcolill l)r()pcrlies nra)' insist ()n rc-
\rcs\irtll r(r)l:rl r:rlr'\.lll(r,,n( )(:ll (,1 ,\'
( lrPrn( \'. I'P, rn ,)l.rktnA lll(ir r( vic\\ .

lrrncllotls gcnerllll dcci(lr by lx)\\ r)ruch,

il JI xll. l() reise rcnt basccl (,r) Prc\tiling
1r:gk(.r rJl(s li,r Il)(. tllx, ,)l I)ri,p(,n) in

(lue5li()n xo(l Jnticiprrlc(l \hort'l(rnl
('hJnges in tllc lcllsing nlxrkcl. Ltn(ll()rds

.llc l.lcncrlrllr onlr in .t Prniti,rn to in-

areas('rentlll ftrtcs l)y il sul)slxnthl incre-

llr( ol rl trAl)l \uPI)l! ,,1 ,,[trLt frrt ilitrr'r
proviclcs tlrcii prcscnt tsniln(s wilh few

illlcrnxlirc ch()i(cs in thc rr1;lrkctl)llct.
liorcign tcoi lts ol rel:ttivelv snlall unils
(lcss tllan lio s(l nr) 6nd lhxl it hJs l)cen

rlifhr'rrlt to inc()rp()r'Jtc exlcnsi()n chusc
()pti()ns inl(' thcir lcascs. lf the hnrllord
:lgr(es t() include such r cl:lusc. it coul(l
uell lrc'Ihe rrildr-()fI li)r rcfus:rl t() cxp the

lrnnual :rlkru'rtble rcnl in( teasc.

Knor whot you're getling

In ()l)linl.l k) clcvckrp officc'rrrnr lpan-
nrent hl(rks basc<l on lt conslructi(n de_

sign nn)re suitahle lirr aplnmcnl buil(l-
ings :rntl lx,tclr tlr:rn frrr olfit't s. t.lurl "
1l(,\'r,lrrptrs origin:rll) sott*lrt t,r nt.trr-
mizc th( nunrl{'r ()l rrntlrl unils ln(l in-

c()orc. W'hat escapccl the ittttnti()n ()f

thcsc devck>pcrs. hou'cver. wes lltet tlc
muntl tirr tltcse prolx'nics comes lergcll'

fnrrn lirrcign finns lncl Sino-forcigt't j<riltt

vcnltrre (()mPxnics. fi:r $'hom sntlll
tltrrrl-rrsr' pr,'1r'nies .rre h.trrlll .tttnretirt'
sin(r th(,v Ilrk opctr <lllite flrxrrs tltat
peflnit Dxxlulur ()fn(r :lrft ngenlcnls. ()l-

fice-cunr-lpanntcnt lrr.tilclings arc scen as

Vcn'inefficient conrl'rrrccl t() Ihr cilsil)
sulrrlirirl:tble I)lrns ()f ()l[icrs in tl]c
l-nirc(l Sl:ltcs.

(irrlpirnies c(rning 1() (llrina liorrt thr
L'nitecl Stltts. ir(cust()rrcd to sPate clh_

cicn.y r:rtcs in thc l't(190 perccnl rxngc,

ten(l t() lt distrxnfitccl l)\' (lhinl's :l!cr'
agc splr(c el'ficicnry ratcs ()f 55-75 Pr-r-
ccnt. Further. (lhin:r lres no stund:trd
me:lsLrrcnlcflt <rrlc. strclr as tl):rl ()[ tl]c
[ruil(lins ( )$n( rs xnJ \lln.rg(Ii. Ass(r'lJ

tion in thc lTnilrd StrlL's. In thc absen(e
of en estublished mcJsurcrrlcnt (-(Klc. ()l:

ficc spece can lt qr.totecl in onc of tltree
\\'xls: !r( )ss anx)unt (Ihe cntire cxtcrnxl
rncasurelrcnt of a prcrniscs incltrtling lll
\\':llls, suircases, lift shafts. tonrrnon :tr
ers, rnrl olficc arells), lcttll)lc lm()trnl
(in(lLrdes all cxlcrnxl \\'alls ln(l il slllrc
of comnron areas. l)ul excltrcles lilt
shirlts. sl.linvclls. mcchanicel r(xrrls. xnd

othcr n()n usablc arees), ()r nel :ltn()llrlt
(in(ludcs lhe irc;l \f ilhin thc c()n6ncs ()f

ext('rnal qrlls an<I,/or pany u'alls. ancl

excluclcs ell (r)Dnl()n rreJs. t()ilcts. elc'
r.rtor sh:rlts. Jn(l nt('nor (oltlrrrns). Sintc
spir(e nrJy he qutxcd in ltny of thcsc-

tcrnls. pr()spc(tivc tcnxnts sll()uld l)c
a\\'arc thill rcntxls qu()led ()n ir 8()ss l)!l

sis by clclinition havc less trseahlc sprttc
pcr ckrllar lhxn lh()sc qu()ted (rr a nct
besir

Regxrdlcss ol thc l)asis on u'hich u

rc,ntll rarc is qurxc'd. the hndkrrrl shotrlcl

pnrvide ftgr.trcs shou'ing tlrt cfhucncy rrf

thc prcnlir'cs n) lhxl lhe tcnilnt (rn ctl(\l_
htc the rrs:rblt'spacc pcr dollar. Althottgh
(ihincse l:rndlrrrcls entl devtlopcrs lhcnr-
\(l!( s rr).1)' prr,tltr, < rrr,'ltitcr trtr:rl rlrlrsings
rvhcn qLrrstirxrs arisc ulx)ut lhc :r(curir(-\'
()l lleasurcolenls, tllcy will freqttcntly r(

:'r\l .r((('l)lirrg lll( rl)r'.l.tlt('!ll(nls ,t[ Jn ,Il_

(lcpcn(lcnt thirdfrny rrchilect ll)poinlcd
lrv tlrc prospettir c tcnant-

Finishiry rurhes
'Ihc amorrnt o[ cruutcrciltl propcny

in carl) stagcs of conslnr<-tion in ncerly

:lll (,1 (:lrin:rs rrr:tst.tl titic..rnr.l ut:rjor

centcrs r)l li)reign invcslrncnl suggcsls

tlult thc sl()(k of oflirc spatt u-ill rlefi

nitely (()ntinuc t() c)ip.rn(l int() l9Du xnd
possibl! hclonrl. Evcn allorving for
rrrnsi<lcrablc c()nslnrcti(nr clelays. incltrs_

tn rn:ll!'sts li)re(xi thxl bl tltt trrrn of
tllc ccntrlry tlr(' supplv o[ olhcc s1'ltcc

in such citics Js Ileiiing. (;urngzh()u.

Slrangh:ri, irnd Tilniin u'ill risc lrv rs
nruch rs i(x) 500 lt'rcent ovcr 1})5 lcv
cls. (l:rpital vulucs incl prc-sxlc pd(cs of
((nnnr(rci l Pr()P('rties in pritrlc Lrcl-
ri(,nr rn tlr(\( titits r\'rll likcll rttrr:rin
stablc or in(reil\e. ln thc suhtrrl)iln
fiingcs of thcsc (ili(s (nrcas tlt{t lrr( :lt
lcest I0-15 knr fronr the r'orc ttrban
lrea). whcrc clcvcl()porcnl hls hccn
nrorc speculatir'e, lx)th rcnt.ll lcvels ancl

capital valucs arc likely to conre under
incrcasing <krrvnrvard pressure ()vcr thc
n(xI 2-J ycrrs. Alier 1998, dcnran(l will
Ig:lin ()vcrtilke suppl)'. triggerinB a

rcsLrrgcncc in rrntal rlrtes ancl r':tpital
velues for all qualiry p()pcnics a('()ss
thc l)().lrd.

vhilc nxti()nal lnd lul larvs tirr thc

ldl'inistriti()n of thc propeny seck,r {rc
in lhc \\orks- thc tnr( lcst o[ uhctlrer
(:hinas propcrty scctor will rcilch rnalu-

rity uill lt i[ thc g()\'crnmcnl crn dc-
vclop a sizcrLble caclre of kmru'lcdgcrtl-rle

rncl quelifiecl g()vrrnnlcnl rdn)inislrul()rs

t() supcrvisc the evcn lundecl implcnrc'n-

trti()n ()f thc grou'ing lxxly ()[ rcal cilatc
ruml lt:rsing rcgulations.

F(nD thc perslx'ctivc of tcnants. lhc
cxp()ncntill incrcrse in thc supplv of
1':rinrr. rr,rrrnrcrt'rll llrcilrtir's rrn thc' hrrr-
zon in lleijing. (;uxngzh()u. ancl Shang-

hai can only lr r gcxrl thing. wltilc e

strong laoclkrrcls lirkrt pre\'.lilcd unlil
l(I).{. tllc lJl)l(.j, rrrr. lrt.1;rnnrng t,r lrrm in

tuvor {)[ tcnxnts. cs1-lccillll' lirr larger
rnuhinati()nxl conrpanics. With tlrr ernry
()[ p()iccts lionr rvlrich I() ch(x)sc shled
lo cxpancl in ly)6-9f3, p()sPc.livc lcn-
:rrrts u ill lri. .rlrlc tr, I'c rlr,,r( \(l( ( li! ('

u ith rtgurr.l t,r rlrt.rlrtl o[ (1)n\lr(r('li,n.
builcling mrnagt rttcnt, xild ()\\'n('rslliP

slnrclr.rrc. -llrst xs inrp()nxnt is the rcgLr

l.rlr,rnr f,,r lllc \c(t(,r. ('i,rttl)(,lrlr(,n
among l:Ln<lkrrrls ft)r tcnlrnls rrrul<l llsrr
li rrce tlungt xn(l lrring thc nrilrkrl l() J
ncw stxgr' (r'nrrtlrrity. i,

PncrFrc
BnIDGE,

. Assisting Americanlhinese
joint ventures with staffing
in China

. Western educated Chinese
who want to return to China

. Database with over 1,0OO

good candidates

Iruc. HEAoHUNTING
FOR CHINA
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SPECIAL

REPORT
,llt lElt tlrltE 3l(rot

Shifting the Center

I Andrew Ness

Shonghoi is

seeking to regoin

its lormer prestige

os the notion's

commerciol copitol

I Andrew Nesr is ossociole director,
Reseorch & Developmenl Consulbncy,
Richord Ellis ttd., llong Kong. Richod
Ellis Ltd. is on internotionol reol estoie
consulting firm.

n tlrt lu.t firc 1t:rrs. Slrrrnglr,ri lt.r. r'r-

P:rndtrl r'.tst. rrr'rl. trltrr'.rrrl.. ,rnd ,,ttt-

Nlrrtls.'l'lrc ail\'s ()rigir'rxl cornnrercilI
:rntl resitlcntial .orr', l)u\i, lving l()

tllc \\'cst ()l tllc IIux,rl.lprt IU\-cr llrs c\
prnclcd in tl)r lirsl l0 t-,.' ls. ()utlviiul rr-
c:rs strch rr tltc lirrnl'r inclustriel entl
ship_vrrrd (lrirfler ()n th(' lluxngpLl s exst-

em lIrnk. I\rcltxtg, un(: J l2 knr strcl(ll
lrlong thc rolrd to llon!{rlilo Inlcrnlt-
tion;rl Airpon. rrrc no$ inclucl('(l in thc
grc:rtcr Shanghri rtrel. V'hilc nt$' rrrlt-
stru( 1i(nr xlx)und\. corrnrcrcial propcnl
tlevclopcrs hevc hctn 5lrLlgHIing l{)
ktt'P rrlr $rth tlt,.' Iltrrttl,tr ,,1 li,rt'ilr)
c(nr)lxnirs <lenranding pnnrc ()l,ice l:r-

r ilitics. {s Sltrrrrgltrtr':' \lrrr ri\c\ In (:ltinrl

J,r(l i\siil. p()pcn\' \'d,.r(s ilre (cnJitl t()

in(rcirse, l)Lrt n()l wrlh()ul sorrrc ups ancl

tk*rn: elont the u'ar'.

Storting from xrotch

l'rror td th< r)u(l-l9J(,s rrli,sl li)rci$n
(rnlllinies a()ndu(tc(l lhcir husiness or.tt

o[ lrotcls in thc (it] s l\\r) centftrl corn
mcr<ial clistri<'ts. IIu.lngpu an(! Luwxn.
$rth tlrc grlnlrng of l.rnrl-rrsc rrght. rtt

lhc ll()ngqir() Ec()n(nut' uncl Icchnicel
Dc!([)pn](nl Z.)n( n(.lr tlre IIong(li.t(,
Intcrn:rtionrl Airp()rt to tlrc Sun (;roup ()f

lapxn in l9l3tt. lhc stagc uas set tirr thc

cnlrrgcnae ()f an intcalrtt<rnall)' ()rientc(l

conrnrercill propcnv nrlrkct in slrlni{llxi.
In 19u9. dclclopnrcnt ()f thc 522 sq knr
l\kIrlF:rr(J intr'.r c,,rtrrnr'rr irtl lnd itr

clustrill zonc ltgln (.rr:r'The (;llR. N()-

verrrhcr- l)ecenrlrrr 1991. p.2l). l)urinli
hir, lt)9.2 r()ur ol-southcrn (lhinx. l)(.ng
\iuoping oftrcially lxstoued :rpprovul on

tllc cil)"s intcr)ti()n lo rcgiin ils li)flDcr
p()sition :rs CIlin:r's pr(-cl]lincnt c(nrnrcr-
t'i:rl ancl lin:tnt irl cr'nlt'r.

Sin(( 1992. thc Slrxnghii nruntr'ip:rl
g()vcrnrlent h:rs grantcd clevcl()l)nlcnt
riShrs () 979 sitcs in nrnc di$ri(ts ()f lhc

Srr..rlcr ttrh:rn ilr('rl. Tl)(' ntrrrll\'r r)l- li)rct!n
('(nnplnics \\illl ()lficc:' in Shunghai gre$'

:ll rn Jvclagc xnnuirl rrlc ()l 91 pcrarnl
l.'cr\\(,(,n lq(Ir,)t \\itlr lrl.-(x) li)rc,Fn-in-
rc\l( d (1 nIp:ln,( \ iln(l r\er .{..llrl i)rcrgn
representxtivc oftices, Shanglui has the
l:rrgcsl ()\'crse:lr husincs:i c()mnrunit)' ()f

.rnI (ity in tllrrnu. Tnrt tr) its li)rm( r lrrl-

agc, Shunghai is nou home to bnnches
o[ 3-l Iirrcign 6nuncial institutions.

lnfr,ostnrclurc improvements

Secking lo bring buck intcrnati()rlrl fi-
nlncicrs :rnd altruct domestic enlrepre-
neurs to Shanghai, thc city's planners huve

rrndcnakcn nunrerorrs infiastnrclurc prr>

ic(1s. Ahhough the goal over thc nrid lcnrr
is l() shili lhc c()firnlrrcilrl ccntcr lr)nr l)uxi
rcrrxs tlrc river l() Pu(k)ng. thc slron-lrnn
goal is to make Puxi nl()rc:rtlrtclivc to
husinesses by irnproving basic transpon
scrvrr'es. Iirur r)rxi()r lrlli.lslnr(1(rrc P()ic(b
in Shanghli coruplctcrl recently or still in

prrgrcss shncl to allect rc'al cstate dcvel-
oprnent, rcntals, and salcs.

'Ihe Shanghai Inncr Ring Rord sys

tenr. cornpletccl ln<i tirlly op'r:rtional ls
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()f I)ecen)l)er 199{. hri' relicvcd tr:rllic
c()ngrsti(nr l)elwr(n thc inncr r'ity clis-

tri(ls ()l (lhilngning, XLrhui. Nrnslri.
\':rngpu. I\rtrx). encl Zllrl)ei. lt ii.lud('s
trvo lrriclgcs bclwcen l\rxi ancl Prtckrng.

Ilanrlling ulnut {)ne third ()f Slranghei s

cl:rily ar.norturbilc trelfic, tlre nretl nrakcs

inrtt r cttv tr.rr,. l rttrrr'lt nt, rrc (1'n\'('nicrll,

:rnrl rts lrriclB(. rultr,.'< tr.rrr'l Iir)k lnrrr
tlle tI()ngqill() lirp()rt t() Pud()ng.
I'rr,l,,ng. ltr,n'evr. r. \\'ill n(,1 \\ iln(s\ rls

tull llo*'cring ls en oflicc k)(:rtion unlil
the (rnrpleti()n ()f tlrc Shrnghxi trlctr()

[,inc Nunrl)cr'lwo Srrlr-l)hn I in I99t]-
y). p()\'i(ling tl)c firsl nuss tr:rnsit c()n-

nccli()n l)({wecn Shrrnghai s bifurc;rtcd
erstcm lrncl \\'cslcfn hllves.

A sec()n(l pr()icct, thc Shxn8lui luctr()

l.ill(. ),llll]lh(.r ( tn(,. l)(.ltln oltr.rting irr

Apnl. flrt lrn( (r)n.i\l\ r)l lJ 5lirli(,n\
Jn(l , o\'(.r:\ l(r I knr lx tw(('n Jinlliirl,rg
[,.rrk in Xuhui (listrict !lnd thc rail$ay
statr()n in Zhalxr, (listri(t. The Xulrui tlis-
lri(1. \rilll rPITr,rxrrtt:rtt'l) SOll.ll0rl r(\i_
dcnb, c()nlains 6 ()f the subw.ly s 1J slx-

ti,'n: J (l lr.ts lr<.rr,rttr. lr,,lttr. I" J rtl.lj(,r
f<rreign-invcstecl (lepartnlent sl()res. Iiasy

ac('ess to rhe suhwav likclv Rgured inl()

tlrc (lc( isi(n1 t() c()nslnl(t l.i nlulli-usc
complcxcs in xuhui q'ilhin thc nc\t
lirur vcars.

Zhalti. historicalll' one of the nrost

<lislclvlntagcd of Shxngllli s innrr-city

Since 1992,
he Shonghoi

municipol government

hos gronted

development rights

to 979 sites in the

greoter urbon oreo.

distri(ls. t'l()\\' lxrasts the nussivc llver-

l)nghr (:ity rcclctt k rpntr'nl .rlrctDt' Con-

sisting of 22 p()jects nerr tlle trJin str
ti()n, lhe tiverbright plan will
sutrstantially rugmenl the city s st<rk ol

dedicatccl <:ffic e fltilities. 'l-lroLrgh

ZIr:rlrci rrllt r:. ( \lr( flr( l) (',,rr\'( nr('r)l
tfunsp()rtrti()n d((css, it likely will n()t

shc(l its \\'()rking-(lass inclustrirtl intlge
Lrntil the Fivcrbrighl pr()iccts xrc c(nD-

pletc. In Luwan clislrtl. :ln cnlirc sc('
ti()n ()l }hraihxi l\licklle ltoed wilh tlrrcc
tnrlr() st.lti()ns h.ls l)cen trrrgctc(l l)\'nl.r-

i()r (,\'crscrs devckrl:rnrcnl c(nltlxnies xs

the sitc firr nine nrulti-usr'<oruplcxes, ell

ul ultrc'h lu( nr)$ un(k'r rr )nstnr('l i( ,n.

'lhirtl. thc Chengclu Roacl [llevatccl
Prrc\\'x) is schetlulcrl l() l)c lirlly ()pcr:l'

tional by curly 199(r. 'Ihc road u'ill pr<>

vitlc six lanes of clevltcd freeu,al' :rncl

eight lancs of grorrnd roedtay. ciirectly
linking thc nonl)ern an(l soulhlrn sc('

ri(,ns ,,1 llr(. lnn(,r Iting k,r:rd. Iltr. frt'r.'
wny uill iorpr()ve rcccss t() Zhlthci's
Tiennru Roetl. \'un An iui(ldlc Road. rtnrl

Hurihai R()ad. wl)icll in tLlrn sh()uld
nukc officc rleyckrpments in tlrosc ilr-
clts nrorc alllilclive.

'l'lrc f<runh pr()icd, th. \'an An Tunncl
Explnsion l'rrject, is xheclttled lirr crxn-

pletr()n in lxtc l9t9(r. The project will corn

plenrcnt tlrc Inner Ring R()ad s)stem l,)'
pnrviding two atltlitional tr.tffi< lanes lx'
ts'ccn Puxis Zhongshln East R()ad (Ihe

BunJ Jrqrl) Jn(l l'ud()nEs l.utiJrur dii.lri||.
Oncl complctc'. Ihc ne\\' tunncl E'ill l)('

used for eastlxrund trllnc and lhe ol(lcr
tunnrl *ill trc' dctlicatc<l k) \\'cstb()und
lr:rffi(. Pu(k)n8 $'rll ltr.()ttr,. J nl(,r( \'r-

.rhlc ,,[fr.r' l, t .rtir ,n for forcign ( r,rnpJnr('s
qltttt th(j lunn(l(\P.rnsi,,n l)r,iq(l i\
complete<1.

'l'hc mxjor shift in thc.it)/s comnrcr-
(i1rl ccnlcr of gravity l'r()n) l'uxi lo
Pucl()ng, Nlli(h rvill intludc tllc rel(rl-
tion of tht. Shxnghri Stock lixchlngc
lnd nruni<'ipal govcmnrtnt officcs to l-u-

iiazui, $ill have to \1,ait until Iirll .()ID-
plction ('l l\l('tr(, l.rnc Nuntl)(t l\\'r' irt

20(X). Run,ring 2(> knr liorD thc c.rstcrn

entl of l'rrrlong l() thc wcstern pan ()f
Plrxr. llx :'lrl)\\'ilr rr ill rt:rkr' rl rlnrllrtin).1

fr<ur resirlrntial llrcxs in Puxi l() ()ffi(cs

in l'trclong ntutt more ltasihlc. t'iltil
the sul)wily is ctxnplelt. howcver, thc
less strongly grsitioned :rrDong lhc ()\'cr

l0l, (r'tnt)l(r(iJl ((lttrl)l(,xc\ nr)tv Jl \'.rri-
r,us plt:rscs,rf pl.rnning (,r ct,rl\tnr(lion
in Pudong are likely to grrner t('pid in

tercst fnrl)r rentcrs ancl huyers. Shorl-

tenn clcnrand f<rr ofhcc sp:tce in l)ud()ng
*'ill coure largely lirrm ('()nrpilnirs with
mxnufadrrring ()l)crati()ns in llrc zonc.

Toble I
Office Renbl Rotes in Shonghoi

Rcnt'
(S per sq m/monrh)Districts/Selecd Properlies

CHANGNING
Golden Bridge Monsion
Shortex Plozo
Shonohoi lnlernolionol Trode Centre
Wonfe Plozo

HUANGPU
Ceotrol Ploce
JF Nqxs Buildinq
Union Building 

-

JING AN
Aoollo Br.rildino
ttlel Equotorill office
Shonghoi Centre
Uniwrsol lvlonsion

63
6t
90
63

Jinjiong Club office Annex
Ruijin Building

83
66
66
36

83
76
60

ruDONG
Huodu Buildino
Yu An BuiUini

45
27

PUTUO
Shonghoi Moieriols Tro& Cenhe

SOT RCE: Richord Ellis Reseorch & Development Consultoncy
' Excludes monogement fecs.

u
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ln mid-stcom
Currcntly. shanghai has x total ()f 2.1

Crade A officc lruilclings with space evail-

able for rent or puntase. Space in thest'

fncilitics k)tals .120,fiI) sq nl, rcprcscnting
a 56 ;rrcent increast' over the tot:tl space

in dedicated oiice lruildings at the cnd o[
t99,i. Eight of rhe huildings werc com-
pleted this year. of thc 24 omcc fa( ilities,

15 are krate'd in nrajrrr conrnrercial areas

and hirve full nxxlem electrical and rrre

chanical serviccs as well as quality fin-
ishes antl finings in the lobbies and pul>
lic arcls. Vhile rental levcls firr most

dedicated office buildings (()ntinucd l()
ccige upwards by J-5 perccnt in thc first

Iralf of 19t95, thc nerl supply cascd rental

lcvels bv roughly thL' samc 3-5 per(ent
tirr a handful of prinre office" pft)penies.

Rcntal lcvels for prime omces in Shang-

hai in mid-1995 averaged $72 per sq m

lxr m()nth.
'l'he lrcilities conrmanding the highest

rental rutcs in Shanghai are krated in thc'

Puxi districls of Huangpu, Luwan, Jing
An. and ChangninS (.s@ T,rl)le 1). Office
rcntals in Pudongs l,uiiazui, wherc thc
first facilities <lc-dicated exclusivcly t()
(\)tnmcrcial olficcs arc only mrw rcaching

complction, currently are approxinlately
50 p€rcent less expensive than prinlc Puxi

facilitics. V/hile the citys rL'al estate nur-
k(t is i'lill in lhe form ive srilges. prinrc

comntereial xreas in the next thre( ycari
are likely to lr thcse f()ur di$ricls.

Leaseholds on the buildings along the
llund, tire arca along the ltunngpu River

krng vicwed ls a synrlxrl of Shanghais
conlmcrcial ()rientati()n. :rre in the
pr(ress ()f changing hands. ]hc Shrnghai
lIrnJ tlrilding. Functi()n Tnrnsft )nll.rti()n
(:()rp. U(l. crrrrcnlly IlrJnrBC\ llle Jisfx){i-
rion of leascholds ()n thc llund's 130

slructurcs that pre-dlte tlrc liruncling of
thc PRC. All of thc huildings akrng the
llrrnd .rrc undcr llist(,n(al prc\enJti()n.
\\hich rcquircs (()rll)Jni(,s J(,(luirinI
lelseholcls t() rn:linlilin the facacles and
cxtemxl stnlclures. Of the lJo huil(lings.

J7 havc lxcn selectccl for (lispositi()n lo
privatc prrtics and lti ha(l lrc-en ofli'red
lirr salc or lersing as ()[ Deccnrlxr l(r9.t.

Ol thc lli ollcred for sale or ltasing. (: arr:

rxcupicr.l bv financial institutirns.

Copitol volues

'Ihc wave of short-tcrnt investrncnt
ld,cr thrt suept Shanghai in the carly

1'he highcst asking sales priccs lirr of:
licc pr()pcnies have bc'cn lirr thosc kr-

caled in Iluangpu district--()nce consid-

ered thc \(all Strcer of Chinr-w'hc're a

prinlc ofTice addrcss fctchcs cleveklpers

an averaSe of $3,500-54,000 per sq n1.

Properties dong Luwan district's Huxihai
R()xd. thc nuin shopping strect of tlrc lirr-
mcr Frqn('h Crrnecs,ion and n(lw r nlxjor
t()urism and shopping enclave. arc sec-
(rnd to l,luan8pu in price r.rnge. Jinll An
district, formerly an affluent rcsidential
arca, has cmergcd as r hub ()[ conunerce

:lnd t()urism and is lhc site ol thc (itys
largest operational c()mmercial complex.
two forcign-funded hotels, and threr: ad-

ditional dcclicatccl offi t'e blcrks.

Plenty in the pipeline

llcrsc(.n 1995-()-. x t,)tal f 5l pfime

devclopmenLs with 1.56 million sq m of
office space in Puxi are scheciuled frlr
completion and 19 Gracle A <llhce clevcl-

opnrenls rvith 1.95 millk)n sq rrr of oflice
spa(c in Pudong are schcdulcd to come

on stream as well. provideci that con-

Districts/Selected Proaerties

CHANGNING
Shongho' Plozo
Sun Plozo

HONGKOU
Shonghoi Trode Squore

HUANGPU
Finonciol fuuore
lucky Torget Squore

lrr.rC aN
Concord Plozo
iiu An Plozo

3,300
3,000

2,500

4,100
3,500

2,800
3,350

LUWAN
Hong Kong Plozo
Shonghoi Mvel Building

3
2

500
?00

ruDONG
Huo Du Building
Orienbl Plozo
Tomson Finonciol BuiLJing

2,350
I ,600
2,800

PL'TUO
Jin Yr-ron lntemotionol Building

XUHUI
Kuen Yong lnlemotionol Business Plozo

I ,550

2,300

ZHABEI
Shonghoi Sky City
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Pudong will become o

more vioble office

locotion for foreign

componies when the

Yon An tunnel exponsion
.t.l
rs compleleo.

1990s subsiclcd altcr thc lightcning ()f

rrc(lrt t.) (.ll)iul (r,n\tru('li(,n Pr,)jcds rn

mid-lt})J. I)rspite the overall sLr$'ing o[
pre-Mles irdivity in the nrarketphce. thc
pre-sale of units in the sh nghri linancirl
Cenlrc. k)crt(d akrng fic lluncl, in micl

l99t sljt in all-timr record in the asking

prc-sale price for <lffice property of
S.r,l(n pcr s(l m. speculilli\c ,ctiviq' has

sul)sidcd in 1995 und sales prices seem t()

have stabilizcd aI differcnt levels dt'pencl-

ing on the district in *lrich a pfi)peny is

locatcd (.sct' Tablc' 2).

Toble 2
Soles ond Pres-soles Prices for Offfces in Shonghoi

price
(S Per q m)

SOJRCE: Richord Ellis Reseorch & De'elopment Consultoncy



slrlr(ti(rn ()l th( pr()ic(ls p(rcccds on
sr'ltcclulr, lf thcsc prr)iccls rrc n()l (lc

Ilycd or rbancl<uecl, the edditional llcili-
ties $'ill r.lis(' ll)(' eit\'s toul rtrxk of ofl
fic! l-.rcilrlics to rtlDroxitttately J.5 rrillion
s(l l b\ l99tl--<'(luivxlenl t() lllc ann)!rnl

ol'ofhce splce r.lclrk4xrtl in lk)ng K(rt1l

berwccn l9tl0-95.
(;ivcn llrc prr(ipit()us ralc at \\'l)i.lr

tlrr, .trpplv ,rl Slturtglrri ,rlhr,: llrr ilitirs rs

scl t() in(reasc ()\'cr th( ncxt fi,c 1'cltrs.
s(nre an:rlysts prcdid rn ovcnupply ol
ll( x)(l-ti(lc pr()p()rti()ns. llccluse c{)n

strLr(ti()n irt nLlrDer()trs sitcs is curr(ntl,v

clclut'ed lirr regrrlltory ()r fin:lnciill rc!-
srrns, horvcver, xn ovcrsupply ()f stlcl'l

rrxsnitudc is unlikell. wltil( xn ()llicc
sp.r.e surplus in tlte rangc ()l f5-.r0 lxr-
('(,nt i\ lrLclv 1,, r(:'ult ll) I9()u. \'.1('.rn('i(\

Irrc rrnlikclv to llrst krng.

Sincc tllc St.rtr Coun(il inrPoscd I
nl()rx()riu[] on thc Srxntin8 l)f detckrp_

nlc.nl silcs ti)r "ltiglt cnri rcsiclcntial, com

nl(rcixl. Jnd ltisurc oricnted clcr'clopnttnt
projects frorn l99i lhr{)Lrgll I998, lhc
pR)iccls rurrcntl)/ under u'rlv \\ill lu\.c trt

nr(,(,t (lenrxn(l until lrn()ther warc ()f

buildings rre c()nlpletc(1, F'rhlps l)\ the

)c:lr 2ff)5.

I)ctttanr.l l'rortt ckrtttr.slit'',rrrrct'r is

likclv to supplcnrent rlt'mancl liotrr tirr-
cign c(nnprnics in the luture. llescarclt

suggests lhrt clemand firr ()tfict sPil(e

lr(nrl privllizcd Stille cnlerPriscs an(l .ol_

Ic(tivcs in ancl lround Sh ngltai urrcl dre

crstem scab()1r(l $'ill gro\\ ('()nsiclrril)l)'.

c(rnp(nsating f()r LI)c expc(tcd levcling
()tl in thc nunrl^-r o[ nctl ()t'crsc'rts crrnt_

p:lnics sellinH up shop in Shenghai.

Such dcnrancl is likelv to gir,c the Shang-

lui pr()1x'ny- rnlrkcl r nrtrcl) n1()r( s()lid

rrnderyrinning IhJn the hig,hll sPccuh-
livc mirrkels in Hxik()u ()n HirinJn Is-

l:rrrcl. rrrrcl I)(,nl.ll.luxr .rntl sltcnzlrcrr itt
(;utn8(l()ng l)rovincc, \\ llcre ()\'crse:ls

invesl( )ts hcgrn c()nstruction pr()iccts
enridst tlrc inlesrnrcnt lxxrrtt ol lD2-91
lrrrt u lrt rc r(1rt:rl (k rrr.rn(l lr.nr li)r( lgn

c(nnptnics \\ :ls nli!'lirDxl.
'Ihe sccnxri() in 1ry8 ()f surPlus (;rJd!

A spacc *ill ulnxrst cenainll [or(c rcntal

,:rtes d()\\'n. tlx)ugh lry cxilctlv hou nruclt

will rlcptnr.l on tltc rlrulit) :ln(l k\Jtit)n
of inrlir idull pft )pcfl i('s. l:rndlor<ls nr:r1'

lrt.grn,,1[trrrtg rntlttr'ctttcnl. l,r li)rci8n
I(.nJnl-{,\fx(,tJll\ (iltrnu rr1'rest ntltrrr'.
of nr-ll-knoqn muhinltional Ilmrs-kr rc-

nlxin in their lruildings. Pn:penics likclv
tl) expcricncc thc sllaryrst drop h renul

tes rrc th()sc in hrlrnaturc (onl,nercixl

locations 'a'hrre interest is nlild cven
now. Lancllords in prime olhce buildings

and l(rrtions \\'ill lx :lm()ng thc last k)
nrakc nrtjor rental c()n(-cssk)ns.

with its l)igh lund vulues:tncl tltc
r(k!((l c()sts of sitc cle:trancc. Shlngh:ti
is un cspcc iallv cxpensivc city in shitt
t() undertlrkc rcxl cst tc <levckrpntctrt.

l\{( )st clcvcl()pers \','h() ll Jvc ()l)tx incd
l.rn.l-usc riglrts lor (lc\1l,,tnlcnl \il(i' In

the ccntnrl (ity ilrcJ :rrc well h:rckccl fi_

nlntiallv. lnd thcir hrrilding proiccts
u'ill likell llt'f<rllrrvecl thr()ugh t() ((nn-

plction- As a rt'sttlt. capital vitlues ()f
prinr<' Shanglui ()lTicc Pr()Pcn,v in lhc
fii(l ternr irre likclv to hc less volatilc
thrn rcntxl nltes. (inDp nics $ ith thc Ii
nanciill \\'hcrcq ilhxl to cntcr tlris clevel-

opnrcnt nr:rrkcl ltrve lxcn unNilling to
lowcr the prc-srlcs prir.r':' of thcir prol>
enies (lcspitc thc (\lrrclll slugglishncss

in thc prolrn\ sulcs nrarkct.
llcc:lusc the hncl blnk in prinrc ltxrL-

ti()ns in Shxngh:ri is snrall, rlesck;p'n encl

lanclkrrds uith the stenrina to ltoltl thcir
pr)p(nies lhr)ugh lhe Prcsenl Pri(xl ()l'

sl()w sirlrs \\,ill ul(inr.rl('ly be rcwarticd
$'lR n ,ntr'r(sl in L.rsrng .rnrl l)ur(hJ\ins
prol)crly rx(ceds thc stock of Propcrtv
nos' in thc a()nslnrdi(rl pipclint. [n rc'
gxining ils prc-elnincnce :rs .t c()tllnlcrci:tl
Irub in thc ctxning decutlc. Shlnghai s

skvlinr q rll Rrrilin llrick \\'illt (1)nslru(1x)r)

cranes-l .luse ol tmffic cltlays, perlraps,

hut a sign of incrc:tsing ()ffice spxce ()P

tions d()wn the ror(1. *'

A Toehold in the South
I Andrew Ness

Urbon development

rides the foreign

investment wove

I Andrew Ness is ossociotre director,
Reseorch & Developmenl Consulbncy,
Richord Ellis Ud., llong Kong. Richo;d

Ellis ttd. is on inlemolionol reol esbte
consuhing firm.

I ()n!' -l ncrrrr lr.{u'cclt tltc rrvtr.<lt.
I ,,,,-,.r,. Jr.rsrr,rl .rrrtt rll.llntrn(l
I ,,1,,n, (;uxn!rh(,u wirs ,,nc ,'l
Lt:l,,nr' L..r cir,.r r,, p.ttk up rts l\|.trl
jackets in fNV()r ()f wcstem lnrsincss suils

uhen lnrjing g.rvc tlt< nrrl 1., f,,r(ign tn

vestors in thc cxrly l9ll0s. I-ikc Sl):lnghai.
(lurngzh()u is in tltc tlrr<ts ()l mxi()r (()nr'

nlc11111 qlqvcl()pmeot in ire.ls f()rnrerlv

rlrdicltt'd to ugriculturc ancl nlnulitctur-
ing. (;ft)\\'th in tltc r'onrrrer(ial propent'

scdol l)cgrn rvith thc cstirl.)lishntcnt o[
thc lirst lT ttcr-<lass h()teli' l() a(((xrrm()-

drle oversels businesspetplr in tll( cil[ly
l9ti0s. NoN thc cin' is lttxrrc to l,([)0 lbr

cign-investcd entcrpriscs (t-lLs) rnd .1.(X)()

reprcsent tivc ()[ficcs, (()nrparcd t()'i]1
irn(l 2;i0, rcspcctively, in l})0.

Exceeding borndodes
(;c()gruphy has largell, dctcnuined the

sh!pr: <>f Guangzhou s developnrcnt. 'lra-

vcrscd hy the Pcarl Rivcr end lxrun<lccl

l)y dlc Baiyun M()unlains, the cit)'has dc-
vcloped along ntajor water lnd lancl

taJnslx)n r()utes. li) the n()nlr of the Pcarl

lliver are thc nr()rc csml)lished clistricts of

Dongshen, 'l'ucxiu. and Li\l'.In. On lhc
rivcr's soulhcrn lr;rnk art tlre li,rrncrly rn-

dustri:rl distri(ls o[ Ilaizhu xnd l'angcun,
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$,here propertv devcl()prncnt iriocd xt

domcstic:rnd tirrcign huyers is unrlcr
l\'a_v ()r ii) thc planning stagcs.

Yucxiu, h()me t() thc Gurln!{zh()tr
(.{,mrDixhlius li:rir lrrrrlding Jnd llr( lrJin
st.ltiinr. lr':ri. thc' rnitr:rl lir'tts,rI lirrcrgn
c(nnmcrci:rl Propenv dcr'elrryrs in thc

orid-1980s. linco rpxssing tr,rrr of the
citys lirrgcst rccrcxti()nill plrks, the dis-

trict is irttritctivc to c<xnntcrcial <lcvckrp-

crs lx,(ausc of iLs ccntral krltirrn. dense

a()nccfltrltti()n ()f g(^'cmnr(nl olljcr.'s, :rnrl

lu('cl-ss k) th( tftlin st:ltion l)ongshan <lis-

(rict \\'rr ()nr of the 6rst ireils scle('tc(l

for conrmcrciel (lcvcl()l)mrnl \\'h ( n
(;uingzh()u hcgln granting lund-use
rights in l9tt8. Ilv 1992. x sccoitcl cltrslsr
ol oflicc hrrilitics uas conrplctccl
I)()nAsllln tlistrict lIrng IILlxnshi Ii

Although cffice rentol rotes in Guongzhou

dropped significontly following the.June 4
incident of 1989, rotes hove been climbing since

1990 in :;tep with increoses in demond

Road, the ()l(lcst inner-(it\ ring

Llnd. In l9u5 the districl wls clcsignatctl

lu c-cntr:rl urban dislri(1. \rlli(1) peamitl(d

thc dcvck)pnlcnt ol rcsiclcntill :rnd corrt-

nrcrciel ptrpcrties on l.tnd previouslv
z{)lrcd tirr agritlltu(rl anrL industriel uscs.

Sclcnrl l{ral :rnd lirrcign.lcvckrpcrs huvt'

ac<1uirc'ri land in l-irngct.n. lttrl l:ccltLrsc

tlre arrlr ctrrrcnll\' is actcssihle onlr ll
Ii.rr1 lrorn (r,n1rll (lulngzhou. il likclv
$ill n()t enrcrgc ls lr lixlrl point lirr rlt

vckrpnrcnt a(trvitv unlil Mrtro Linc Nufll-
lx.r Onc rs crrrnpletcd in lryl3 q).

An()thcr outlying arca lhat witnesserl
thc lrrirel ol crnll-rn^'ing lrnd trrnslnrr.'

ri,)n (illlll)rn(,nt iD llr( (,.rrlv lvhU\ i\
Ii.rnlrt. l!rrr,,Lr.lr' .rn .l8r(ultur.ll .r('.r i
knr tirnr thc ('itv ccnlcr. liuohe hrs oruch

irl ('(,,)rl)r,n srtlt sllrnglr.ti r LrliiJ/rl irr

l)ud()ng. l)uc to tlt( high (\)sl ol Llndcr-

trrking l:rrgc-sclrle urbrn rr:<lertl<,pntrnt
'l'his ureu h:rs rro$ r'lnrrgrcl as tht' cit1 s

l)re crI)incnl ('(.ntrlrl l)usincs\ lrr('x

l,iu'rrn hls r.'rrnrc lrutk lo lile rts a corrr-

rrtr'rtr.tl rlrstruti,rrl\ irr lll('I\r\t v(lrr (.(rl

tcrc(l lrl,()Lrn(l Srn Yilt Scn Nl(nroriil Illll
l,:rrk, l.i\\':rn is onc ()l tlrc ( it\"s ol(l(sl s('t-

ll( (l ( ( nlr.rl (lr.trii Is. Ntrrl( r(,ll\ l,,f('r!rr
rctuiI r. .rn,.l r( \l.rur.rnl\. rrtr ltttlrrrl,l (ir,,r.

tllrno lrntl \lr I)onltlrl s. havt' opt'nttl
storts:rlonq tl)c (lislri('t s nrJirl ('()rlnr('r

,.iul horrlcvlrrrl. Rcnl]lio s{)lrth l.l()x(1. Al

tlulrgh the (lislaicl rtrrrcntl( ckrs nol l)l'
llr:r.Lrit:Lhlc cnvir()nnrcnl lirr olficcs ol

ii rrrign corrpunies. this likclv s ill ch;rngc
slrcrr tIx' tttr.tr,' lrnr' Irt'grn. o1x'r.rtr,rn

\\'hil( \'r.rcriu. l){)ogsllrn. ln(l Liu'xn
ltavc long lx'r.n crxtrnrercill or rcsidcn-
tixl. Ililirhu ilnd ltungcun lt:rr,e ltr'cluirtl
lllcsc lnrcs r)nlv in raccrrt !exrs Ilxizl)rr
(listricl. $ilh l vcry clcnsc rcsidenliul

;rrpul:rtir:n rc:'idinE .tl()nHside nlxnulit(-
tLrring plants, hrs krng unjrryecl lcccss to
lllc (('nlnll ('rl) Jr('J .('r(,\\ lll( ri\el \ix
lirur lrritlges. In rercnt ycilrs. tlr('distri(t
hls ht'cn l turgel li)r residcntial l)r()pcnv
clcvekr;trs hoping k) rltruct ovcrscls:rnd
.hrrrtc.tir' lrtr)'t rs. Iirrrr olfrr'e lrrrrldrngs
lLrvc g,)nc rrP lrl,:ng tlrr' (lislfl('l r' rrr:rin

lrans[x)ntli(rt JneO, Jiengnun R()ild, l)ut

they xrc ()[ seconclary quxlity xnd t:rr-
geted at thc l()cal lnirrkct. Thc dislri(t
likcly will not lxj oricntcd towards conr

nr('r('(' ln lllr' lirturc. hrrt ti,R'Jr(ls r('sl
<icnces :rnd thcir supponing [Icillties.

l'angcun district still c()ntains ir sizeal)lc

c()ncenlrati()n <;f nranuf:rcturing plants,

llong uith s()nre municil)xl g()vcrnrnent

offices ancl large arcas of undcvclopecl

Ioble I
ffice Rentol Robs in Guongzhou

Districts/Selected Properlie5

DONGSHAN
Dono Jun Plozo
C,or&n Hotel Office To,,er
GITIC Plozo (Moin Towrr)
Guongzhou world Trode C1!e Conylex

YUEXU
Brood*oy Plozo
Chino Hocl Of{rce lower
Dono Fono Holel
Gu""ng.h& lntemotion:l Finon<,ol BuiHing
IP Plozo

Rent'
(S per :q m/month)

3r
50
48
32

3r
57
65
45
34

SOt RCE: Richord Ellis Reseorch & De'elopment Consultoncy
' Excludes monogemenl leer

Toble 2
Pres-soles Prices for Offices in Guongzhou

Districts/Selected Properties

DONGSHAN
Peoce World Plozo
Yi An Building_

TIWAN
Bonk of Americo Plozo
Universol Plozo

TIANHE
Jonsim Plozo
Non Fong lntemotionol fuuore
Sky Centrol Plozo

Price
($ per sq m1

3,7fi
2,790

3,400
2,225

3,0,10
2,067
3,336

Scheduled
Completeion Dote

1995
I 995

\996
I 995

1996
1997
1W7

YUEXIU
Guongzhou Exchonge fuuore
Top Spring Developm,:nt Building

3,737
1,95r

SOI|RCE: Richord Ellis Reseorch & Development Consulbnc/
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sirhin rhc aging centml cil)'. (iurngzh{)U

plxnning ruth()rities dcsignrlcd this un(lc-

vel()pr(l suburhan rrcr a c(nlnl dislrict in

19u5.'lhc dislricl has siflcc xdded ll spofls
stadiunr arxl lttnrctccl a sizclble rcsiden-

lial p()pullti()n. Elcvcn muhi-usc projctts

irrc crrrrcntl)' under c()nstn(-ti()n.

Rents reoch ploteou

Altlr.ugh o[[i,.c rcntel r.rtt:' in
Cuangzhou droppecl significantlv firllou'
ing thc .lune .r incidcnl ()f I9tl9. rales

lrrve [T rn clirnbing since 1990 in step

\\'ith in(rcascs in dcrnand. Otrrrently. 27

l)uildingr' wrlh olllct' lntililt:' oi vrtwing

quality lrc scattered tlr(\rgh()ut lhe (i!v.

Of thesc. 21 are dcdicated officc bkrcks
or olhcc hl<rks enrl^-dded lvithin largcr

c(nnntrrcixl coorplexcs. rntl 6 rtrc hotels

th.rt hJvc c()nvenecl a ponion of thcir
guest r(x)nrs inlo officcs. ()nly 9 ()l thcsc
lucilitics. h()\r'cver. hlve convc'nient at_
(rss t() nlxin rflcrixl r)ads, quality huild
rng fini.ltts rrntl fittings. .ottnd rtrtchlni
tal ancl clectrical services. g(x)(l propc'ny

nl;rnrgement. rnd ()ther charJcteristics xt-

tr:lctivr' l() f()rcign (()nrp nies. 
-li)tal ()l-

Iicc spil(e in Curngzh()u is rougltly

Developers with strong

finonciol bocking ore no
rl
ronger oggressrvery

morketing the remoining

stock but ore holding

onto the properties.

.159,000 sq m, or 9 perccnt of HonS

Kong's present supply.

Rcntirl rures f(,r (;r.r(le A olfit c flcilitics
in Guangzhru runge lr<rm $-jl-$65 per sq

nr per nx)nth (Ju?'l:lhle l). Tlrc median

[ronthly rcntal in Guxngzhou is $41 Ptr
sq m. cornparc<l t() Sul fxr sq m in Bci-

iing, $72 pcr sq m in shan8hai, xnd $100

pcr sq or in H()ng K()ng s Centr.rl di-stri(t.

In 1994, ()fficc rental mtes in Guangzholl
r(,sc ls-20 lxr.(nt. in stcl) uilh (:llinJ\

urban inflation rate but at a shrwcr pacc

than in( reascs in rcnts in Beiiing xnd
Shanghiri during thc samc pcri(xl, refled-
ing rvclker denrand in (;uangzhou. ln

1995, lhc suppll of officc sp ce in
(;uangzhou increased sorncwh:rl, per-

hlps expliining the slo\t'do$n in rcntJl

mtc incrcilses in the' first hitlf of 1995 to
5-x pcrc('nr. lndcc(1. lacilili(:' thxl lypr-
cally havc lxcn occupiccl to cilpacily.
such as the Ouangzlrou world 'l'radc

Ccntre. the Guangzluru Internxti()nal I;i-

n:rncial Ccntre. .lnd thc GI nC Plaa M:rin

Torvcr. currenlly are 5-10 l^-rcenl !a(1lnl.

llolding od for morc

Although investors continLrcd to
dctr.lrrp conrrrrcrciul rerl e:'trte in
Gurngzhou aftrr the credit clirmpdown of
l(r)J. lnr)er\ arc het'oming nxrrc x'lcr.livc
rnd are acquiring propcrties to hold ls
klng-tcrm invcstments rathcr tlran for
slxrn-temr gains, Ovcr the past thrcc and r
Iralf te:rrs. ()ffice sprce in 56 multi-use
complexes has lren ofltrecl for pre-slle.

['ive of thc luildings have lrt-en completetl
within thc past year ancl 5l xre still under
('()nsr!cti()n. Mcasures taken in hlc t}),l
hy the llong Kong govcrnnrent to huh

s;rculation in thc colony's rell est te mrr-
kct-includin,l lowering the ceiling for thc

nuximunr lo:rn for mongag( finance that

lunks trrrrkl olli'r--lnggcrcrl :r doun.r'rng
in Hong Kong invesk)rs intercfl in othcr

markets as sell. including Guangzhotr.
\ghcn Il()ng Kong invcsrors inlcrcsl in

purchasing Guangzh(ru prorynies c(x)lc{|.

srtlt prrccs tcuscd thr.ir prccipil()us ri:'c

lncl lxgan lo nlrve alrng a platelu.

In 1995. prices for conlnlcrcixl
(luxngzh()u pr()pen) h.rYe rcrnJincd str-

blc, despitc high urbun inllxtion thilt lus
increased the cosls o[ lalxrr. rDitterirrls, ancl

othcr building inpuls (.\r" lrl)le 2). Uuyers

ln th( nrrrk(.r krr sulrsr:rntill llxrr:,p.rtt.rn
pr()Pcrtr(i\ lh.rl Ir.l\'( l)c'cn cxprricncing
skru'prc-sales nou' reportcdlY har'c I
wi(ler margin o[ negotirbilit,v in c(ntlrucls,

rr' thcsc devel()pc$ lrc undcr pressurc ttr

rccoup thcir initial investnrcnt through
pre-salcs. [)e\'(k)txrs $ith strong finuncill
hatking. lxrrvcver, urr n() krngcr lglrcs-
sivclv nrarketing thc rcnuining strrk bu
.rrt. h,rl.ling (nrl() thc pnrT(nru\. :rnti(lpat.

ing spprc.ialing pnrpnl r'ulues ovcr the

krngcr tcnn.

Dolvn fie rood

l.ong-tcrnt rcll csl!tc invcsl()rs sh()trl(l

<rrosidrr lrccess to ol.ri()r rrx)des ()l tftlns-

lnrfl.rtion,r l,'l) I)rir)rilr..inL( (;uJnsTlx)ll'j.

core cenhrl arcl is mther c\lensive-I.{tJ

r.[.n r. Lrir'a h.v. louid .h.i o!'

bdh ,-r*dx ea ,L.r!r.lL. t. h.r l.d,a !. lr.iia r- rir.

9t rd-&t orl l,raibr.r
uifrrlh

7 srrryt "rr-od".n .o.fJ*
ii enh.n<ed by ancient tr.{tions

I

7 /

n
It
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sq knr. c(nnpxred t() lL'iiings 1.370 s(l knr.

Alrcll(iy:ln xrca tlt:ll rtlrr(t-s large nuntl'trs
of firrcign risitors and resiclcnts. liulnshi
lixsl l.loil(l posscsscs six tm[6c lancs antl

includcs thrce j()inl-\'enture hrlels. tiigh
lccn ol tht 55 builclnrgs prescntly Lrnder

c(nr\lruclion rn tltc citr' :rrc Lr:ttecl ulrng
l)on!{sh.n s llulnshi l':irst lI)lrrl ancl lrc
likelv to hrlrttr thc strtus of thc district as

thc city s rnljor olfir.c lrub.

l-isuns lhongsltan R<ud, lrltcre cight
l>uillings lrc under c()nslnrcti()n. wlls ()u('

rr[ Crrrrngzhotr's lT rtne cornnrcrcial lxrulc
vlrcls in thc carlv 20th century hul ()nlv

rclcnllv ernergcd ls e lix:tl Jxrint ftrr ()rer-

scils l)r()pcfiy dcvclopefs \Yhefl c()Dslru!-

ti(nr l)cg.rn (,n \lett() I-inc \unl)er ()nc

With r ol thc 19 rnetfi) slillions slutc(l lo
stop ukrng Zlrongshun Rolcl, thc lrrulr'
rrrrl \t:rn(1. l() rt\l:rin1 it\ l:rnk' ,r< J rrr.ll{rr
cornnrcrcial rrcx. A numl^.-'r ()[ nc\\ pr()P-

c v (lcvel()pmcnt\ :lrc going up in tlrc
nelrbv Dongteng Roa<l lrrea. lrtrt sint'c no

nc\\' t[rnsl)()rlxlirr] pr()jc(ts rrc slxlc(l f()r
lhc Jr(ll ll rs likcl\, t,r r< nuin tlre tlrrrrrrn
ol' govcrnnrcnl ofliccs.

Tllc (;uJngzh()u nlunictxl got-crnn)ent

h:rs tlrgetcd firr rtdcve|rpnrcnt strlxtlntill
p()ni(xrs ()l the (rld \\':ltcrlfi)nt:rrea rk)ng
Yrniirng ltr)rd, running lhr()uEh l)()ng-
.hJn l.i\\.rn. .rnrl Iucriu di.tri(ti'. :rn(1'
thc xrex will not lx,sencd l))'lll( Dtlro it

lllJ\' n()t lx'tlle 6^t choicc of nrultinrrtkrnlrl

conrl) nics. th()ugh propcrty \.llues rk)nll
\':rnii!ng R()ird xre still likcl] () incrclsc. A

<1ustt'r of cight rrulti-usc c()rnl)lexcs witll
\\\ccl)ing \ i!\\'s lrc nott unclcr constntc-

lr(,n .rl \il(\.ll',nll r)r n(Jr llr( \\irl(rlr,rnl.
Thc sitc (r' I I trflicc lrlrks;rlrea<l1 un-

rlcr crrrsln('tioD lrncl on thc nurkct xn(l

nLlnlcr()us ()thcr pr()je(ts in the clraliing
stlges. -lilnhc 

is llrc nrost spet r.rlltivc dis-

lri(t ol (;lr.lngrll(,u's ncrvly t,rrrt.rlrng
c(nllrncrcitl :rrexr' Ilectusr'lirrnltc ctrr-

r(ntl) lJ(ks .r rt.llure (r)nrrcr(illl c,t\,i.
()norcnt-lx)tels. clepannrent stores. lrncl

other officc :lnd nlulti'use conrplcxu+
lirrc-ign contprnics havr tcndcd lo sltt'

ll\\'J\' iri)ttt tltrs lUtlr. lltrcr' o)ctr.) \l.rll.)n\
schetlule<l li)r (rnDplction in l$)9, l:oq.
cver. shotrld lrrightcn its prospects.

Choosing on oddrcss

\(/itll CuJnSzlx)u sr; rlosc to nroclern.

cilrricnt Il,rng t\,,n8. ti 't('iEn (.nrl)irnr(\
rnust *ciglt thc pr()s :rn(l c()ns ()f c\lilb-
lishing uo rifir'e in onr ciN <lvcr thc othcr.
(;urnllrlxnr olli r. not onll lt':r cxpt nsnt

With Guongzhou

so close to modern,

efficient Hong Kong,

componies must weigh

the pros ond cons

of estoblishlng on

office in one cily

over the other.

rcnt. hul llls() ir k)eh()l(l in tltc cc()n(nni('

centcr ol-thc incrrlsingll rllluent (iuung-

dong consuntcr nurkcl. On tllc (l(^\'nsidc.

h()$'crcr, (;u.lngzh(m s sunrl:rrds of builcl-

ing Drilnilgcmcnt. thou!,h ilrproving. Jre

still lo$cr thrn th(,rr in ll()!rg K()ng.
Vlrc,n lersing (lu.rngzll(nr I)r()pcnics. :l

cornpenl lrlso nlust cnsure that tltt lrr.rikl-

ings powcr supplf is uclcquutc to nrect
prcscnt anrl lirtrrrc nr'cclr.

I:()r c(ntrpxnics lh;rt rlecirle k) scl uP J

basc. in (ir.rangzhou, ccnain distri(1s oflcr
dilltrenl hcnelits. I"()r a c(xnpirn! thrt
sccks a prestigi()us arhlrcss. nt<nt rf thc
pr()pcnics t() c()nsidcr.rre xl()ng ()r ncilr
L)ongshan s Hu:lnshi Eirsl lloacl in builcl-

ings such ;rs tlle CITl(l l)lazx Mrin l o$'cr.
Grungzhou \\irrld 'lretlc (lentrc. lnd
cer<lcn lkrtcl ()lfi(c Annex. 'Ilrc llrrrad-
\\'r)'Plazl or (;uxngzh(,u Intemrttrul l'i-
nxn(ial lluildinl in Yuexirr u'oulcl olli'r
c()orpxnics clsv Jcccss t() (rl6ccs ()f the
Guxogd()n8 pr()vin( i:rl g()\'crnnlcnt ()r
(;lr:rnEZInnr nrrni('ip.rl -lr,\1'nrrltt nI li)r :l

(rnnpan], $ith a srell thlt corulrutcs ol-

tcn l)!{$'ccn ll()ng K()ng antl (iuungzhou

b1, train, en :klclrc'ss in \,llexiu distri(1s
(-l)im ll()rel ()lficc Annsx rrr I)ong l'lng
I l()Icl \1'() l(l lt convcnient.

l\lh*et prospects

l.ikr Sh:rrrghli s propertt ntarkct.
(lUlrnlizlr()Lr's cor.rld soon,,vitncss a glrrt

ol offilc spucc. Assr,rming;tll tltc ollicc
bl<xks prcsr'ntly uncler conslruclion urc

conrplcrccl lcr'ortliog to schcrlule. the
srrlplv ol ol6cc lircilities will incrcxsr 65

I)(Rcnl in l(195. O() l)cftcul in lqx). iln(l
.ll pcrrcnl in 1997. Sincc l9tl9. thc nurn-

ltr ,rl (o lp.rnrqs [..r.ing ,,lhre .Pur.r, irr

Ou:rngzlrou h:rs grorvn roLrgltly 35 pcr
rcnt clr'h vclrr. antl is likclv k) incrc:lsc

rnnuallv rrt 25-J5 per(ent lrntil tl)c tunr of
tllt cenlun'. \'hilc il is ilq'xrssilrlc to prrr
jcrt lTrt,cisclv thc c\:r(l numl)(r o[ I)r(>
jerrs thut s-ill lx sulrstuntilllr rlclrrcrl.
<lcvcloPcrs ()l pr()iects still in thc blr,rc-

print sl:rges or onlv rucentll' hrrntted rrrc

likcl_v to clclal, ('()nstnr(ti(rr until dcnliln(l
cln kecp pacc. C(rr5cqu(n(l\'. clcvckryni
lrrc likt lv to lrc ceLrtiorrs in the short tclnr.
lnrt nr()rr ()l)timistia :rlxrut thr nricl- lr'rd
I r 

' 
r t l.l - I | , r r I I l)r' r\l)( ( t:\ .)i (;ll,rnEzll,,rt s

corrnrcn i:rl prrlx'nr' nrarkct.

I I()ng K()ng s rclum k) l'llc s()vcrcigntv

in ly)- \\ill hrvc onlr':rn i dircct iml)xct
(n (;utngzln)u pr()l)crtv |tltl!'s. l]c-clruse

tlrr, Prxsilrilit\, c\i.1. ft,r I (1,r)l( nlr,us
lrlrnsiti{)n. thr Il()rg Kong pr( }p(.fi ,rilr-
kct appurs Jx)tcnti:rllv nrrrc rrrl:ttilc tlun
(;ulrn!lrh()u ri. An\' (lo\\.11s\\'i11g in tltc
ll(nrg K()ng pl r1x'n1' nrerkcl itsclf. hos.
clcr. shoulcl lrrvc littlt ir))pu.t ()n

tiLllrngzlr<'rr'. Pr(,P(rl)' nlilrk( 1. \ln('('
slxrn-tcnl iil\,cslnr(nt furrrls tlrrr]] Il(rng
K,,ng lrlrrc ,.t.r.ul t,, lrt .r rnrrjor driring
lirn c therc. n

Investment Capital
for China

We are inlerested in investing in Chinese joint vcntures which arc
run and controlled by established and succcssful westcrn companies

ORCHID HOLDINGS, LP.
555 California Strect, Suite 5180
San Francisco, CA 941&-1716

415/781-2200 telephonc . 4l 5/781-2189 facsimile
Contlct P€ter M. Joolt or Chrhtophcr J. OrBrtcn
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SPECIAL

REPORT
rHt ltll lSrlt: Slcrol

Sprucing Up Chino's Cities

Timohy C'eisler

US design firms

look to frome the

modern skyline

I fimothy Geisler is o Beiiing-bosed

orchicct lor Toyu Design lnlremotionol,

Ltd., o Sino-Americon ioint venture.

$elk tkr$n rny strccl in (lhinx,

u4rcrc' stark trrncrcte ltr.rilclings

dominatc thc llntisc:tpc. r'on_

finls thc nccrl lrlr lrnhilcclur:rl
lrd\',(e t() slrpP()n thc tttLtltitr.rde lrl't'on
slrucli()n p()je(ts llrcadt unclcr *a1.
Vith one o[ the urrrlcl's ltigltrst lt-r'tls rrl-

new rrrnstnrction each _vrar. (lhin:l s nlxr_

kel lor xr( lrrl( ('ltrrc s('n i(r'. i. llolrritlttnS
lle(ruse (;hinesc xrchil.(1s hxvc littlc cx

l)ctr( nr c rD ltrrncllrng.tttlt.l (lr.llll:tll(' itl'
r'relrse in thc necrl firr conrntc'nial lrttiltl'
ing clc 'rgn', r,l)l),,rltrnrlrr\ lirr lort'ign
eor)l)c,r'xlion $-ilh Chirrcse (lcsign lirols
llxrtncl.

trr\\ li)R.ign lrcltiter'ts ltar't cxpcricncc

in thc (lhincsc (1)nslnl(li()n :rnd rcltl ts_

llrle sc(t()rs, hrxrclcr. ltncl ntant hlvc
lr.vrt rt{t,l.rnt Ir, ( \pl(,I( ( ,Pl), ,nttnili(\ tn

llrc I,ltc. Lirriilc(l rccc\s t) il()\'crnot(!tl
rcgrrluttrnr etrcl kru clerign li'es (1)nlinu(

t() fresent rcul rltrstlltlc. l{) cslxl)lislting I
prrfit:rlrle clcsign lrtrsincss in Ohinl. Ilul
bv lirlIrning s<rrnt' sintplc gttitlclines antl

l.rkll]B tl)( lillr( r,, f)nrl lllc Pr,1r'r Pr,ritrt
:rn<j thc riglrt punncr. \'(r(slcm ar(llitc('ls
crn ltcorrrt' :rn intcgrel lxrt (r'lh( in(!tls_

tn's (r,nlinrlc(l qrr 
^\'th

Chino's o rch iiecture industry

A((()rcling to olJitiul 1991 slrltislics.

n(,.lrlv ,r- l)cr( (.nl ()l lll( I t)rl| (.\isti,ltt
"(l(.rIn rnstrltrlr-s" .)r :l(J)it(1't(lrc llrllt\ In

(:ltin.l .rrc sr.ltc ,'sncrl. s'rtlt llrc rctrlttn-
tlcr,lrr.sifit,J rrs u rllt't'lrr r:s. Ilt( llrrtr.lr)
of (irnstnrction (IlO(i) rcgisters t':tt1t ol

thc instittrtcs inlo onc of lirttr gnrr.rps itt-
cording k) the gcographical ilrea in whi(1l

the lirrn is elkr$cd to olxrate lncl thc

size of the pr()iccts ii is xll()wed t() il(-
ccyx. Class A institutcs rrc alloq'crl lrr un

dcnake <i.sign or constntclion of buil<l-

ing\ i, ,rn)' srzt .rnrl ('r trrtttpt(ritl in
Chin:r. nlile (llrss l), (1. xnd D institulcs

.l r(. r( \l ri ( 1 ( \ l t(l \\r)rkrn8 orr nr,n-ltrgh.nst'
pr()iccts !\'ilhin J llivcn pr()vince.

l houglr thc I inited Stxtes lus currentlv

approxinratcly J.i0 irrchitects per ntillion
(iti7!ns. (ihina hls onlY JS xrchilecls lxr
million c itizens. (lhincse tr(.hilccts xrc n()I

1-ct rccluircd 10 corrplclc stentllrdizccl
cenification e\xn)in.li()ns. lth()ugll M(X:
pluns to llrld lhc lirsl niltr()n$idc (cnifi-

caltr()n rxirnrinllli()n in N()vctnhcr 1995.

11()(. hJs irls() unnounced plans to alkru

in(l( l)('n(l( nl t.ltint'st'tltsign lrrnts itl
Guirngzh{u. Slranghai. untl Shenzhcn orr

ln cxpcrinrcnl:rl basis. lntlcpenrlcnt r.lc-

siglr iitstilLrtes *ill lrt alkrscrl throtrgltotrt

China as srxrn xs thc ('cniliaitti(nt systtln
is in plx(c. Ilun\' )()ung (:llinesc itt(lli-
lc(-ls irrc n( )!\' I)rcparing li)r the ccnificx'
lr('n ( \.l|rIl.rlion uitlr tlrt' soul ol lnij.tin_

ning thr'ir ()\\'n Iirnts onc'e tltrl' plrss tltc
nlrtir rnal ccnifi clttion r(qtlircrllcnts.

Rules ftr foreignen

li,r li,rciln .ll(hil(\t. lr,,l)inB Io l.l.lirt .r

lirrthol<l in thc lust-grrru'ing Clrinx ntitr-

ket. thc pnress ()f s('ltirlg uP ln inclir icl-

ruul rlesign [irrr is lur irort sinrIlc. Ac-

corcling to Il()(ls l()(,)l llcr{ttlxti()ns (r'l
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llst:rblishing .lointly Munagccl Sino-For-
cign I)csign l)fi )ircts. li)reign :lrchite.turc
linrr:. rrrr'rcqrrir(i til ui,rk rn ((n)l)(r:lti,,n
$itlr un,rlhrirrllr lirenretl t ilrrnr''r. rhri8n
institutc, ritll(r by untlenaking prrjctts
()n xn (rrgoing lrasis or l'rr'\etting up 1l

l]cfi)Lurcnl j()int renlurc. l-txal clcrekrp
crs, pllnning ( ()r)rrnissi( )ns. (n lirge $r)rk
units ()ticn hol<l clcsign c(n) rl)criti( )ns to
l()(rrtc l)()tenli:ll j()int-vcnlurc p:lrtncrs.
I'i)rcign lrrchitcdurr frnrr c:ro lrlso tn kr
Iin(l thcir nichc io Chinr's rrchire(lure
nrirrket l)! \\'inning l)i(ls frrr plerrnctl rcal

cstatc dcveklrnrents ()r xcting:ls c(nrsul'
tunts k) r Chincsc dcsign irNlilulc.

_l()int \'enturc-s l)ct\\ccn l()rcign xrchi-
tcclurc firns ltncl Chincsc dcsign insti-
lr.llrs ('xn lrkc one of tmr firnrrs: l full-
llcdgecl cquitv j()int vcnturc (ElV) (rcui
./it?) ()r J c()ntElduxl j()inr-1'cnlurc ((.J\:)

prrnnerslrip ll)!zt() qi-tr,) firr onc or nlore
spccific projects. Vhile setting up a pn>

icct sl^-(ific, rh()nlerrn CiV rc(luirci the

sltrre a,r()unl of papcr*<rrk as a krng-
tcnrl FllV cilp:rl)le ()f un(len.rking :ln un-

linrited numher ()f pn),ccts, [i)rnring r C.[\

lou'ers lhe [inJncial irnd Icgul risks l()
lrrxh siclt,s. F:srrblishing a (lJV can xlso
lrclp tlrc venlure ar,oid sonre of the taxcs

f-Drs f:rcc. Thc tunericxn firn)s Kl'Kl. As-

s(riates l-td.l skid,Dore, Owings.\ Merrill:
end Hclnrut. Ol>ata & Kass:rlreunr ell r-s-

teblishccl C.Ns rxther thxn lllVs firr their
(lhina proiecls ( &{. p.5l).

Reglnlless of ulrethcr thtl finn (lc(idcs

l() li)nD xn Ef\' (,r n (.JV. thc resulting cn-
tity \1ill lt subjc'rt to the 19"9 l.ae' of the

l)llc ()n .Joint Vcnturrs t Tsing Clrinesc xnd
!'()rci8n lnvcstnknt entl thc lert's irnple-
nlcnting regulilti()ns, which were pr<urul-
grtcd hy the Sr:rrc (i)uncil in 199.1 (.iee
'lhe a:llt. M.ty-.lune 1995. p.lo). Tlrc !p-
Plication prrxctlrrre Iirr csublislting a de-

sign firrn in China is simil:lr t() thltt ()f
(nher ti)rcign-invcstetl cnte"rPrises. lrut as

!l :dr.{ icc in(lustn' bringing little in tcnrN
o[ investnreilt cirpiml or n(jw lechnr:l<rgy.

design lirms nlly en(()untcr morc diffi-
cultl tltun ntrrnrrl.rtturirrg 6nrs in ol:tain.
ing appn x al.

ln Iiciiing. nx)reovcr. Ii>rcign finns nral
not Ix, rl)le t() cngegc in thc tirll rangc of
trahilratLrml scn ices thc) :rrc caprrl)lc of
provicling. lhc IScijing rnunicipll govem-
rncnl lxsl l)cccr)1her issued u nc\\'scl ()f

r('gLrlilti()ns ex([rdinB li)rcign rrchitc('Is
Ir()nl in\'()l\.erDCnt in tlre design of e

l)uildings nrcchlni<ll svstcnr rnrl the

prrrlrrr'tkrn ()l' (,(nrstnrcti,nr (l()cunlcnts-
<lrrs'ings. orltcrills. lists. lntl sr'hcrlrrlt's

that ll)l)cxr (nl tltc l)lurl)rinls. Thc new
rcgulutions uill likclv !ri(xn finirn.ixl
Ir<scs lrr lirrctgn.rrrltittrt' rn ll(ijinH.

Choosing on

approPriote proiecl

in Chino requires

reseorch into the

proiect's budget,

finoncing possibilities,

ond the politics of

the locolity.

'lhe regulations ulso tflcctively placc
t1u:rlitv control in thc hancls of thc krll
clcsign instilutc since lirreign ar<hitects
hale lntlc or n() sxy in rnxndging lltc aa

tu.rl lrrrildrng ((,n\lnr(1iun i,r \rtP{'n r:\r()

o[ q,orkcrs.

Ifie right motth

Ile<'uuse ol thc inrp()1:lnac of pt rson:rl
('rrnnc('ti()n\ in (-hinrl tlrc (1x)i(r r,l rl {LrrL-

rhlc ;'ranner uill nnke :r (lilli'rencc in th('
hnns acecss to drc cnrerging rc:rl cstxte

n)xrkcl. \Vcstcrn firnrs muy finrl tltenr-
seh-cs irt u rlisaclvlnllrgc. lroscver, rts

nl,rsl (l(.:,ltr) i('inl.rr'nlurr, IUrtn(r\ ln
(,llinll irrc lftnn lkrng Kong lrncl othcr Elst
Asian c()!rnt cs with strong cthni( tics t()
(llliI]ir. Appr(xinl;rte l,v 95 prrcr'nt ()l tlr('
li)reign urclritc(rs ol)(nrtinH in Chinx:lre
ovcrsclrs Chirtr.sc.

At)t,,ng Ilt(. nlr)\t illtn(rnunt ('rrt(. :t tn

(':lrl'li.l)ing .r (lL':rgn \'('nllrft in (:llin,l i.
finding.rn .rl',1)r,p.i.rt( Clrirtt'se clcsrgtt itt
slitulc prrtncr. 'l'he i(l(al dcsign institutc
shoulcl lx sulfi(ienlh repurlble to lnr:rct
trrnlrlr,.ts lirr ll]e \'(ntLlrc. s()Phil'li(xtc(l
enough to rrrrrk clficirntl,v. unci rcliahlc
cnorrgh to []ccl thc \'(nlurcs P()drrcti()n
schedulc rncl pr()lcct the vcnttrres dc
signs. \l:rn\ Ixrge inst tut(s. strch :rs lhc
(jhinir ltuil(ling ltchrr< k15' I)evcl )pnrent

Centcr lnd tll( llcijing l)csign Institufe.
luve 1.lrrvcn lble panrcrs.

Althorrgh thc l'llC lrirs (lxssilic(l (ll)i-

ncsc rlesign institulcs lr(r'()rding t() gc()

grlplricrl lrrrisdicrion ancl pr<rject slrc'ciul-

tics. lirreign ilrchit(((s :'lkuld l)e r$'xrc
th:rt srekrng Clilss A l)rrlncrs mily n()l

ncccsslrrilv lx' in thc venttrrcs int('rcsl. ll'
thc lincign linrr plrrns to uDcentrlrtc oD lr

givcrr gerrgnrphitlrI lrrea, li:r crrrnrplc. u

clcsign institute \\'itl) :l rrn)rc conccrttntcrl
sc()pc nlly lt r bclter ntrt(lt.

l'unllcr, $ithin tlrc largrr institutes. lirr'
cign p.lnncrs slx)trlcl spccilj tl)( inclivi(l-

uxl lrr(hitc(l or irr(llit((ls $itlt *l:ort
lhr) \\!rnt x) aollxlx)rxte. scni()r lrr(hitccti'
in (:llina px(i(ip:ltc little h thc ucttHl r['
sign p()(cs\ ancl rral Pess on rlruch rr,'
sgrnsilrilitv t() th(.ir y()unger rrrllcagucs.
'l-o urrrid lllo$ing lll!'vcntlrr's \\'()rk t()

cnrl u1' rrr tlrc lr.rnLl. ,,1 tlrt rltsrgn in.tr-
tulcs iuni()r sta[[, u f<rrcigrt aacllitccturc
hnl .lr',ttkl it(.t t,' kn,,s tlx.tlc,sign in:tr
Iut( .rn(i its rrork .tvlr ltl,,r(' l)('Hinnir)F

l() ncg()liatc r i()inl-fcnlurc (-()ntn(t.

I{r'lorU lrt ginnrrrB L,l-r,ti.ltir)n\ lxrli(s
l() r joint rcnturc slxrulcl elso cl;rrifi'thc
rcs rnsibilitics ol crcll pxnner- (;xo Xtu()

IIui ,)l ll(x . Polir'r'R(x,.rrrh (i!r)rrilt(('
recornmenrls that tllc ti)rcign lrchitetlrrre
firnr irnd ils proslx'({ive (lhincsc partncr
.rrl,rrrit .r Irr,,P,,srrl in,.lurling .t xltcntrtti,
site pl:rn, prelinrinnry elcvltions. lnd cs-

scntixl drt.r t() fxxcnli l invcstors lncl tltc
locel planning brrrelu ltfirre cvcn nrg(F
tixlinB J ((,nlr.r(1 t,, est.rhlish tlt( tl<:,rgn

ventlrre. ln this rvuy. hrth sidcs tan bc
lrssurccl ol- a vcnt!rrc's p()lcntiJl I)cli)rc
q()iDg l() tllc trorrhlc of sc[ing up x li)r-
nrel partncrship.

Il()st of rhc burden ol obtuining ap-
provel for establishing thc joirl venture

usu:rlh rests on tlrc Ohinesc plnncr. s,ho

musl c()nvin('c thc centrll govcrnntcnl
thal rhc c()ntr.rct tnd lhc vcnturc irrmngr-
r1(nl\.lr( in,rrd,.r und tltut lh( !cnllrr('\
dcsiglr p()ic(1s rvill serve China's devcl-
()pnlcnt intcrcsts. ()nce thc joinl ventrrrc

hls lrcn lrpprovccl, L'xecuting thc actuill

i()l) ()l prfthrcing designs is n()t thirt much

rlilli,rent tirrrrr thc uork ol .rn irr(1lrlc(t in

th( I nitc(l St tcs. cxccpt lirr thc krgistical

clilhtulties ()l ()pcrxtinS on lxrtlr sitles of
the Paci6( und in two langrragcs.

Pulling pen to poper

(lh(x)sinB xn !ppr()prixlc pr()i(,cl. xn
()lhcr inrp() llnt slcp. rcrluires rcscarclr

inl,, rlr(, pf()t(\1\ lrrrlSct. 6n.rnt inl l:o.sr-
hilitic:i, irnd tlrc p()litics ()l the kxllit\', rs
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\\('ll rs tllc intcmlccl usc ()[ thc site itst'l[.

A lx)using pr()iecl li)r Chinrse (xcupxnls,

firr examplc. o'ruv (rrry litllc profit ti>r thc

fort'ign lrctitect. but mltv proviclc an op-
po unity t() cxpcrimcnt $'ith low-c()st

housing. In c()ntr:rst. J li,reign-investc(l
\ll('ppin8 ((nt(r rn i pr(nDinsnl k\':rli(rn
n1x)'pronrisc a llrgc prolit. lrut nray prc-

s(jnt ;r muhitude ol obstaclcs and red tep'
fronr urb:rn planning olll(irls $llrn thc

vrnlrrrc xtteolPts to ollrin approval lirr
the l)rojc( 1.

'lhc acturl dcsign work crn usualll lt'
divi(icd up in uny w:ry thc pir(ncrs find

lgrcceblc. s()nle f()rei8l) ioint vcnlure
p.lfln(r\ (( r,J\'n,lc lhr,,lrllln )rrl llr( ( nlir('

design pft,i(ct, lrringing (ihinese reprc-

scntxtives t() thc Initcd strtcs li)r llrc
plirnnrng. s(lrcnr:rli( rlt'sign. .tntl dtsign
d(,\(l(,n )(.nl plrrst'. rrn.l .tntlrnB Atnc'ri
('ilns t{, (:lllnll trr lx invrrlrttl in Prq'p11;n*
tltr' conshrtlion drrumcrtls lntl ovcrscc'

ing the rctuel crrrslnr(li()n. F(rr pr()ic(l_

spe(ific (llvs. lirrcign p;rrtners rypicrll,v

Design work con

usuolly be divided

up in ony woy
the portners find

ogreeoble.

h:rndle thc eerly phases of tlcsign rtncl

lcirvc resp()nsil)ilily frrr lhc constntctkrn

d()('umcnts to thc (;tlinrsc panncr.

A fort ign-invcslc<l clesign l'enturc
slrould also nrakc surc it has it((css t() xn

eclcquatc supply of skillcd hlxrr i[ tlrc
c()nstru(li()n Pr()ccss i5 conrplcr. Al-
thor.rgh thcre is lrn ahttndencc of con-

5tnrcti()n lxlx)rcrs in (lltine. rtunv Iltck

spctializcrl skills lnd rctluirc tlrc cl()sc (li-

rcati()n (), x sit(' supcn'is()r. Whcn lhc
strpply ol skillerl Iallrrr lirr u prnicttlrtr
p,()ic(t i\ nol .t(l(qu.llL'. s,'trtt tlt.tAn

Bridging Cultures
R?KI -,1.$r/cr.r/(s Llcl.. ouL'of tltc ttt d s

htryr:'l ttrLh &'tuN. 1'loun4.,ttt,l t,tgi
i&,riu! lin,s, it (flrrL\tlll undoluhi u

e.!t.,r/sirr, {ts/g,l I ) n,i4 I :; i t I (, 1) i t t tt. (. ll R
.l\\t\ltt)tl lililt)r .lldrid litl.lt.ti.F R'

cLttll), tlist:rtsstrl lltt' litlD s oLtit'iti/: 'i ,

l? lKl litt'(.:l1.ti),tlil,t (Dnl I*&'tttitt' l i(t'
I'ft,skl.rtl l ru itl .l- llnlt tttt.

CgRi lhlu tlkl ll'l(l..fint lxlr,nL' itutltvl
ir fusiltt lr-t'ittl\ in ahil.tt

Bmlmon:,ts pxn ()l'our A5ian (xlxnsi(nr

c,t()ns, It'lKI- hcuclrd t() (ihinr iusl ()\cr

tllrc( !'c:rrs irg().'li r\'. tltr' firnt has be
({n1)( ir Dlili(,r plil|cr in llte rnStkcl $'ith J

rnullilu(le ()l pr()i(('ts thrtt rurgc lionr nut-
jor urlun nrixe<l-usr prrjetls:rnd olfitc
huildings t() url)xn rlrtlcr plans lntl
t()urist destintli()n res()rts. Currcnth,. l7
prr)i(r't:. .rr( citltt'r trn,lcr (rln\lrurlirnl.
:rurrrting .rpprorrtl*, or tn tltr' pllnnittg
stxl{cs.

AI ll'rc ()r.lrsct. uc rcally did not knon
tJrc rnagi< coruhinlrti()n l() tltc rr lcsnle
llt.rrkct rn (.ltinJ \X r.. knt.s ()thcr llrnls
hatl ltel rwarded a ntrnllx'r ()f P()ic'(ls,
l)ut lhere ippe.rrc(l k) l)( no single li)r-

nrula for sucecss. Wltat rr'c tlid knou'
lfirn our cxpcrience in ()thcr PJ(i6( Rirr

nuti()ns is tlxlt the qork tentls to lx tlri-
vcn hy 1^-rsorul ('()nnedi()ns.

'lhnrrrgh rclalionshiphril<ling u ith tlc'
rcLrp'n uull lx,ii'('(l l() in\(i'l rn (:llin.l.

R-I KL Trrrn its hnt Inajor trrnunission: Srtn

l)(,ng An l)la,/.:r.:r SJ(x) nrilli(,r lilndnrlrk
rc(l(vclrpnrnl pB,ie( t in lI iii,r,l. A 50-50

i(,int \'(nlure hct\\'ccn tlle I)()nS .\n
(;r()up oI ltciiing ,n(l Sun IIung Kxi
l,r,lx,aics hd. ()f ll()ng N()nl, lhis J rnil-

lion sr1 li statc ol:thc-rrn rcnl( r qilh r('
t.til. (.nt(.n:||n lcnf. lrn,l ,rl6rr, llrrilitrt. rs

i'rrrrcIlll)' un(l('r (onstnl(1ir,Il ttl \\'.lllEl(l'

iing, lJeiiings prcnricr rt{ail corrrcr.

CBR: lr?rrrt otltcr kirnls t)l liniN15 hdl
l! lKl tokloldh, ii (.hitkt'

Brolmon: Sincc (lcsigni,rg Sun l)r)ng Atr

l'l.l/.r. \\'(' lrx\1 ntt)t'ul 'rn l(' .t \\i(l( \:trt
(,r\ ()f pr()j('cls l()cJtc(l lhr()u8lx)ul lhc
rr,rrntrl. .rtrluiring rr ,ttttttis.ior r Irl rlt'srgtt

pr)j(ts in x nurtrl><r of dillt'rcnt rv;r,vs. !('e
n'r,rkccl sith thc PR(: g()r'crnnlent (xr x

(l(sign c(nnpctition f(,r tl)c intcrnalionxl
lrr'.rrk1u:rnt r. tll tlrt Ul)rnJ ( k(xn Sllil)Ptng

RTKI"'s I million sq ft Sui Bqo Tower
will be home to office, residentiol, qnd

commerciol locilities in Shenzhen.
l'1h't,'., trt.\t ',/ lil'kl l\a\hth\ lttl

(i). irr llciiin8. llrc ll-slon. I ntillir)n sq fi
rrffitc lrrriltlrng rs rlr.rtrrrtl rritlt.rn illtrnrr-

nrtc<l tr4r antl is intcrr(l(d l() lrt r i\igDil]

(rnl liln(lnurk in (l()\\nloNn lLiiing.
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[irrns nrey consicler lrringing laborers
fronl overseas or har'ing (erlrin itcnls
l)uilt ()vcrsets ilnd rsserllhlc(l ()n-sit(.

Reoping rcwords

(:(' lpcnsilti()n li,r rlesrln Irrtttt in
(:hina is L:rlculutcd according to tht trxal

<rrst of dre construcli()n proir(l. As in any

sin()-f()rcign partnership, lirnrs shoulcl
stipulatc in lh( i()int-vcnture c()ntn( t h()w

rcvenucs arc to be clivi<ied an()ng the

pirrtners. Arr:rngcmcnts slr()trld als() l)c
rnade gor,eming thc 1'rev schcdule uscd

t(l t,(|llu't r.lit nt [('( \ Vosl firnts rtrltrirc
pan of the px] ent up frrnt and struc-

trrrc c()ntncls sttch tltrt palrttent frrlLrs's

lhc w()rk phascs cl()scly

lie,.'urrsc l.rlxrr i. relJti\(l) cllc.rl) in
(ll)inx. (()nstnrcfk)n cosls arc \:cry l()w-
alr()ut Sl25 (xr()un(l Y1.000) per s(l m.
'lhc olficill c()nlpcnslli()n ralc for Slate-

ouned design institulcs is J.5 per(rnl ()f
l"t:rl ({,nstnklion r'osts. rklrrrrrgh lirr(ign
desilan ioinl v('nturrs (ln ncg()tiutc this

I

I
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wcrc delxycd. 'fhc l yl-l rusterity nte:l-
surcs h.ld a sh()n-live(l inrpact on rerl
eslate, xs Beijing suc( urnl)ed t() prcs-
sun's fr<lrn eagcr and grwerful tlcvekrp
ers within a year, and nllled lxck thc
austerity plan. Rccent chta suggcsts lhxt
lhe ({)ni'tru(li(,n nt:rrket is ligl)teninB
again (ii(! p.3tl).

'l he pfl)tecti()n of intellcdual propcrty
is an aclditional problcnr firccd hy lirr-
cign design institul( s. l :licnts r.rrcly vi(}-
latc architccturc fimrs p()prietlry in(rr-
ests: rathcr thc Chincs{r p:lnncr rnxy try
to teke rtllantagc ()f ils rel.lti()nsllip
with the foreign desigD 6rnt or usc thc

R'l-hL h:ts also qr>rkc.d with r numher
of privatc clevelrrpni in Chin!. F()r Shir-
blc. l{oldings Lrd.. uc designed rhc 52-

:'l()D'. I !nillkr) v; li SLri B:rr, lirur.r in
d()\\'ntos'n Shenzhcn. Shilng Shcih
'l'o\\,tr in tlungzhr)u. a profx )s(.d 22-sl()ry.

.i00.fix) x1 h pr()icd \\'ilh olfirc arrd rcuil
filciliti(i' tllJI rs ('urrcntly unr.lcr rcrreu.
ttlts ltlso rlesigncd f()r r pri\'rte dcvel-
()per.

.Uurlicil).llities luvarc o[ our intcma-
ti()nlll plnnning rcputxti()n h:rvc'hircd us
lirr :r nrrnrlrt'r of ncv" comrnrrnir) or ur-
ban exlcnsion pnrjetts. Vrrrking u,ith
th(' l'llnninl{ Conslructi()n l}ureau rf drc
I)aliiln E( ()n()nti( &'frclrnictl Z()nc,
Rfil- lris nrxstcr plxnned a .r srl lti neu-
t{)\r'r (lo'el( )ptncnt :r(lilccnt l() Xix() Yx()
l].r\', ()r.rlsidc of lhlixn. li) hclp thc cilv
:rchitvc its goal of lx,crrrning nonhcast
(:hinr':' rn)sl irnponlnt lx)n. rhe rk.r'el-
t|l)lrcnl \\'.lrr pLrrtnctl t,r cn({ntrJgc in.
l(rn:rtx)nJl trurlc .rrrd tl)rrflsrrr \\'ltilc in-
aorTx)ilttrg sca lnd lanrl tfin]sp()natti(rn
lucilitics. I)csigned l() scn,c an e'stinrxtc(l

fx'pul:rli(tn i,l Jrx).{x)tt. lllc n(',\'k)\ur in-
t ludt.s a ccntml l)usiness disrri(r $'ilh (r-
lic< lnd goltmnrcnt l)uildings. lt \r,Jtcr,
I-r()r'11 cutcrt inmrnt (list rict. it
('(nnrrr(rciJl rlistritt. rrnd rcsitlcntiel end
rcefcJti()nill lrets

CBR: lllrra slralrlris n k) utnl' l\\! tl
lh! (.hi 4 dtL llik\1un, ntofri't?

&oftnon: Pxn of our sllcceis is (lue k)
ollr c()nrrnitmcnl to reilxrrrsible irrchitc<'
Iurc and scnsilivc' urhe.n planning. lt's a

mind sc( that takes ui far lxyoml dc-
signing lrrrildings as ir;olatcd ()lrieos in
spxcc. (\rr f<rus inserd is hos'they lit
in I lrnrader c()ntcxt--lr()w thcy *rrrk
uith <>tlrcr huildings irnd hou' they re,
sp()n(l t(, a city and its culturc. Sun
l)()ng Arr l)laz-a. frlr crample. rcslxmds
l(, p()liti(ill. srrial, historical, culturul.
and resthdic issrres u'hilc ills() rtreeting
pl!rnning rsluirenrenL\.

As ur'lsurnctl rn (lth(r c(,unrrics,
*l)rking ivilh a kr:rl ,Jcsign iltstitutc ()r

kt:tl antitc<t alsr> hclps l() cnsurc thc
sucr'css o[ lr pfi )iL1't-l(rn lxllr :r tet]r-
ni('xl xn(l a dcsign stan(ll)oir1l Sun
I)()n8 An l,lilz-.u was a teaDl effort hy rhe
drvchrl^-r'xn(l krill :rrchilcds lirxr llrc
Architet'tunrl ll.sign :rnd Rcsear<1r Insti,
tute rnrl tlrt, Iniritut(.r,f I,n)i((I l,lxnnrng
and Rc.starch undcr tlle Minist4 l)l Ma-
chincry and f:lc(tr(mi(s lnduslry,. Ap-
provals lirr thc pr()i(fct q'cre grlnlctl
rvithin tlrree rnonth*-unlrclicvebly irst
ftrr a pnrjcct o[ this scope Iollr>s,ing thc
groundhr(rking in (.,(t(r)cr 199J. rhc

proje<t is on s('hedule f()r conrpletion in
latc 1!116.

()ur involvement in tls and Chincsc
Strtc ti)rcign-tradc dclegations has llso
proven kr lrt, truidul. ,q.q r rcsuh < a krur
Ie(cnlly (lrgirniz-c'd l)y thc statc ()f Miry,
land t() its sister provin<c o[ Anlrui. R-l-l'.I
signtrJ :rn ugrcenrcnt qith AnllUis nl.ltn
planning dcsign lr'adcmy' to <lc,sign :t

S150 nrilli()n k)urisl tJ( iliry tt I luangsllan.
a sccni( altrat(ti()n in s()ulhcrn Anhui
Pnrvint'c

CBR: u;/,al utltict,urttll .trtr,t:u.c (tho-
tt\ httrL t tr lir,,tr h,4'i ! tt,,\t
.fitlhll itt Llhnut.t
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r.rtc $ith lhc client. S(nlre foreign arrti,
tccts have comnranclcd rxtes as high ils
15 l^-rcent. Ilorcover, lx'caust f<rrr:ign ar
chitccts typically work on largc-scale pn>
jecrs backc<l by p()orinent invcstos, thcy
can exPccl gljn((\rs c(nnPnsati()n. con-
strualiiln a()\ts f{rr ll lltr(c-slJr P()F.(I ln J

nai()r citv, lirr cxample, will be altotrt
S{5(l$550 pcr sq m.

Desfuners berrore

TIre bt"st of phns nd p(n)riscs may
not l)e en()ugh t() gutrrnlcc success.
lrowcver. Despite thc continued need
lirr architeeturc serviccs in China. thc
16-p()int austerity pnrgram unclcnaken
by the Chinese govcrnmcnt in 1993
dlmpenccl the markct lbr architecturc
senices by slowing dr>wn g()\ 1h in the
pr()pcrt) llr:lrk(.r. Ilccluse (lhincsc. in-
veslos hoping to undertakr real cstate
p()iccts h:ld t() petiti()n thc ccntral gov-
cmnrcnt f()r creclit, funds sere in sh()n
supply antl nrany largc-s<'lle projects

Foreign orchitects

should be especiolly

coreful to protect

their drowings.

vcnturc s i()int prxlucts lirr its ()wn gxin.
It)reign xrthitects shoukl bc espccially
carcftrl lo pnxccl thcir rkasings, stich
can bt'repr<rluccd e.rsily. Forcign xr.lri-
lccts sh()ul(l include spccific clauscs
\\,ithin the j()int-venlure (ontr.lct k) pro-
tc(t their \v()rk.

l)espitc tlle obsmcles and lteadachcs,
p(rcticinS architecture in Chinx c:ln l)e
professi<>nally rewarding and profi tahle
fi)r ft)rcigncrli. Thc ncu regulations on
atcept:rlrle lirrcign dcsrgn J(tivitics in
tlciiing. if adoptctl in other krcations,
rnay narow tlre rrnge of opF)rtunitics.
IJut once thc M(X: cenifierti()n pr()(c-
dures are in placc and privatc Chincse
rlesign ofEccs begin t() enlcrge, the ntirr-
ket f()r archilccturul services end thc
pool of Clrincse pxrtncrs $ill gr(x1.
Vith :l little rcsearch. a lcu, conncclions,
and a l(x of pxtiencc, Antericxn archi-
te('ts cln beSin to find thcir w y in this
c()mplcx and clusivc market, hclping t()
liglrt up Chin:r's urlun skvLnc. t

BmlnEn: Ovcr tlrc hst srtcnl lcrrs. s'c
har'c lqrrnc'tl tlralt lhcre is n(, sct \\'a) k)
cnsurc suc(cs.i in rhc Clrina nrarket.'lltc-
govcmnlent approval prrxess is tliffcrcnt
[<rr c'art cin. itnd c\'cn tcnds t() ch.tngc
Nithin thc srnrc city', lr(tnr tirnc k, tinl(-
{nr( sr)lid rcils( nr l() lctnl up uith a kx.ll
tlcsign institutc.'l-ht kcy is to lx. llexihlc,
rcsp()nsi\ (' t() lhc rcquirclDcnts ()l ctch
(licnt, rncl ectrl'xablc to J sct ()[ rules tlut
is r fien in 0ux

Finllll, yru nc,td rnoncy-a gx <lcll
()f it. 'lhe scopr o[ this [lJrkcl is sucll
lllllt )1,tI (Jn'l I.t(kl( tl ()n.l 5ltix,\tfln!.
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or you can Jorl
the US-China Business Council

PUT OUR RESOURCES TO WORK FOR YOU
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Accounting ond lnsuronce

OTHER

Chubb Group of lnsuronce Componies (US)

\\'ill ()l)(.n'l-lr( (llrrl)l) sclnx)l (,1 Iniurirn(( in Slr:rrgltrrr to trtrn
(lhin(\( in\ur.rn(( irdLrrtrr rcgrrl:rtor.. olli r.rls. rrqr-ot.. .rnrl
lrrrkr''\ til rrrillrrr {r ()i

III Hortford lnsurcnce Group (US)
()l)an((l rr|rc.trlt.rtr\( (,llr(. rrr \iilrrr(n (, ();.

l.lotionql Mutuql Lifu Associqtion o[ Au:trolosio [td. (Austrolio)
( )l)rnr'(l r(l)r('\rnlrlr\r- ()lll(r rn (;uirngrln,u ()')i

New Yo* Ufe Globol Co., Ud., o subsidiqrl, ol New York Life
lnsuronce Co. {US)

( )pcnrd r(l)r(\rntrtr\c olll(t rrr Shurrrrhui lr()i

Chorlered lnstitute d tionogement Accounlonts {UK)
t)1trrr'ri L.rrsrn ollrir'in (;r[lrrr,/lx)tr 5 t)i.

John Honcock Mutuol Lifu lnsuronce Co. (US)
( )l)crr(al { )l,i! ( 1n It( jjing i ')i

Advertising ond Public Relotions

INVESTMENTS IN CHINA
Onyx Computers (Conodol/CCIV-Chino Cenhol Televi5ion
{Eeiiing)

linrrl(l sPofls lni).r(k:rslrnr (\lLrit\' tornl \(nlLrr( to h txchrsirr
irr(,rll li n (l(:l\i spons < lrrrnnrl c{ nrlrr)(R ixl :r(h cni\ir)! .irl( '
Sll nrlh(rr (l s:s;',"1'R(: l5 I i 9i

Alb.aor'or urd tl"a4hor bn: 8OC 8o6l o, Chie, CAAC Ciyil Aviori@ Admiihnoid ol
Chino; CNAIEC: Chim Norionol AliorcriE lmpori.Erpod Cory.r CATIC Chino NotMdA610_
Tdloolos, lnpo.t.E pdt CoD.- CIIK: Chirc i.b.eri@l Ttu, @d ln6r'Fr Cdp. CIrS
Ct',no hr.hor,oior Tro".l S.ru,c.. CNOOC Ch'^o Nononol OIIrno.. O'l Co,p . flDZ
E@rcr( ond lxhdot (olo.".lopm.ir zon..lCB( lnd!!.'olo"d Corm€rcolBon! otch,{'
MPI Mini'rry ol Poln o# TCcdmunicorio.r. NA I'lor A6fuh14, NOiINCO Cl'im tlqfi
l.durlrid Cdp , PEI Pd o.d T.L<omuni@inr!; PIOC Peoelct Sanl ol C$im; SEZ seocol
E.onoF( Zo.. 5|NO(HEM Ch.o Noho.ol Ch.m'@l' rFpod Erpod CoT: SINOPfC Cl.o
Mt@l P*ehrn'colC..P . SINOIRANS Ch,E Notorcltdos. LoJ. Ircn'poi,Drid Corp.
src skn! Phn.i.g C6ni!rio6, UNDP Unibd Nod6. D66hp@'n P'og,om

flJ(, (.BR l)) s('n(ling lhr inli,nnrti( nr l(r thc rtlcnti()n ()f lhc cditi )r.

SAUS AND INVESTMENT Moy I June 30. 1995
foreign porly/Chinese porty Arrongemenf. volue, ond doc reportd

Bonking ond Finonce

INVESTMENTS IN CHINA
lilorgon Sronhy lUSl, Mingty Cotp. fiK), Crovemment of
Singopore/People's Conslruction Bonk of Chino, Chino
Nolionol lnvertment qnd Guorontee Corp.

l,,rrrrrlt lrrr'.r I r r t , r r r . r t r , . r r . r i { rl\rl.rl i ,,r1, 
" 'Irl \('nl I,'

rn\r'\lllr(nr l)irnk l,, rn.rkc (lirr(l rn\r\lrrl('rrl\ irr irrllll:lnr(1rrl
prrrjlt'. lirr.rn<r'.nteI,l)n\r rr\lr-tr(llrrng..rnrl prorult
ion.rrltirr! r(rri((. il'S l5r'. llK - i",. \irtr:rl)(,r(,
-; l'l(-:i(r',r () 95.

Mso USA ln<. (USl/Mini:try of Ele<tronks lndustry (Beiiingl
\\'ill lrrrikl o.rtiorr\\iclc trrlit t:rrcl nt.trro|k \\illr r(!i()n.rl c(nt(r\
rr lh.rlrrrg.rrl(l (;lr.rng,,lr, )u \ll)nrillr,nr. lr');

S<hlumberger Smort Cords ond Systems (Froncel/Huo Xu
Crolden Cord Co. (Beiiing)

\\ ill t,,lrtl\ .L\cli)| .rtltn t.ttrl tttlrrrokrtr .rnil r.trrl,[.lr
rrt t*,,rk rrr.rrrrtr'rr.rrrr r' .\'r\ l\ ( . ('rll( r i'ri

CHINA'S INVESIMENTS ABROAD
Agriculturol Bonk of Chino

\\'ill r1r(n lrrrrnrlr 01fi(r irr 5inq.rf()rr' ()r)5

lndushiol ond Commerciol Bonk of Chino
( )l)('r)(1i,,llr(( rr) l,)l\,, i ')i

OTHER

Credil 5ui55e Bqnk (Switzerlond)
\\ ill .1r'n lrr.rnrlr ()ti(r rrr 5lr.rngl).r () ')i

Developmenr Bonk d Singopore (Singopore)
t )yrr,rlt'il lrr';rnr h ollicc irr Sh.rnulrri (, 9i

Chemicols, Pehochemicols, ond Relobd

Equipment

INVESTMENTS IN CHINA
Zeneco Group PLC {UK), Advonced Chemicols (HK/}.|A
(Shen4ren)

Ir\lrl)li\lrr(l \lr(-rrlll(n z(nrt:r,\rhrrnr'cd (irkrLrn rnd
(:her)ri(uls i(iint \(rrlur( i (;tr.rrr8(l(rrg lrfi)\ukt t() pfi)(lu(r
.l)(aialt| rlrt,rnicrls lirr t(\lilcs r,r(l (()irtin!\ Sl I l]lilli()n.
rl K:s0',, IIK li" .l,R(;:5 ,). r) ()i
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8OC Group PtC {UK)/tlA ltiooning)
ll\lrl)li\hcd SIr(n\irlrg ()(I(;ir:'c\ l{, pr,rcltrct gls rtlrrtrrl
((luip|lr( rn i ()i

Consumer Goods

INVESTMENTS IN CHINA
firmenich SA (Switzerlondl/Kunming Spice Plonl [Yunnon)

\\ ill (\r.rl)li\lr l:imrrn(lr \ln(( (j)q) Ll(l i,)inl \errlLrr( l()

Irr,![r( ( l)(r]trtD.'s .rnd lrrr rt sJ-. Mrrllr, ,n (r ()i

Mizui Co. Uopon)/Bong Ri De Heohh Core Produds Co. {Eeiiing)
l)(nrlr((l ltriiinj.t slrtrilrrllri l'lunrr.( tl.rlri ill (i) l{) rtl.rnLrl.r.((lr('
lrt.rlth r.rre pr xlLr( l. (, ')i

Mobius Green Energy lnc. (US)/Sunlee Hitech lndurtry Co. ol
Nonkoi University fioniinl, Boodi County Developmenl Zone
(Iioniinl

lisr.rhlislr((l Il'lt llrt(.lr li.rnirr (i) tr)int \(nlLlI( I() ])nxltr.r
nr( k(l lr\(lri(l(' rer lr.rrgr.rrlr[ lr.rttrfrt. \- I rrrillx,r] 6 ()i

Sonyo Electrk Co., trd. Uopon)/Shenzhen Huoqiong lloUing
l.rd. (Guqngdong)

Iisl:ll)li:'lltd t,int \'(rltLrr( t() prl)(lu('e nirk(l{ .tJIrr ium l):lttcri(\
SJ nlil|(nr. () ')5

Philips Electronio NV (Nethcdondd/Suzhou Chunhuo Vocuum
Cleorrcr Foctory (Jiongsul

Ii\r.ll)li:l)(Ll (llllur I](1 l)r,rr)(\l( .\pPliunetr I,rnt r,.ntttrt ttr

|t rrlur'r' rtncl (lislril)utc f llxrr{xr'( pr( i(luals Ihr rlr.{h(nrl Asilr

S.li nrillx)n i ();

Sitrom Cooking Pots Monufocturing Co. (Frqnce)/Shonghoi
Jingyi Slqinlesi Household Utensils Foctory

I:\rrl)li\lr((l \lr.tnrlr.ri.lirrg\ r \rlr.lln \l.rinl(\\ \t(a'l l'r)(I(l\ (.,)

Lr(l l()inl \(rnrrrc l,) P(x[r.( n.rrr]lL.\\ slc(l ;xrts l0t r'r1r,n
\s l rrrrllrn s i);

CHINA'S INVESTMENTS ABROAD

Chino Depqdment Store Choin lGroup) Co., ttd./NA (HK)

\\ill (\t.rl)li ll t()int \(nlLrt( ro ILing tir)ng l,i DI(,rlx)l( \.rl(:,,1
gootls plxlLrter.l rn (ilrtr.r irn(l s.rles (,1 {ilrrne:re gtrrls.rlrrortl
i.l1)l])illrm. (, 95

Elechonics ond Compubr Sofmore

INVESTMENTS IN CHINA
Corio Compuier Co., l'ld. popon)/l.lA (Guongdong)

li)nn(l (llsir) l:[(t(nli( Zhulr.ri (j). l.(l ]()inl \(nllrn l{)

r r ) . r r ) L r I . r ( I t l r ( rrrtl:i(.ll rrl'lnrrD!'rllr ! I li lrrilli( rl () 1);.

Hewle+Pqckqrd Co. (USl/Shonghoi Anqbricol lnilrument
toclrory

\1lll l(nrn II(\\lctl-l'.r(k.rrtl Shlngltiri Aorrlrlx.Ll l'r({ltr.l. I-lcl

I, rr \(.ntrlr,. li, I,r,rtrr, r'.r,h.rnr(\t, lr('rrr.rn r,l.rllnrn,tl l,,l
(.1('tr{rni. in:lnror(nt prrrlLrcti,,rr. SS s rrtilli(,n () ()i

IBM Corp. lUSl/Chino Greot Woll Computer GrouP CorP.
(Shenzhen)

\\ill (still)lislr joint \cnturl' to Irrrrclrtt ctxrrlrtrter rtxrtltcr
lx,irI'rl\ \lr)rrlll()n r) 9i

lntel Corp. (US)

will l)!ild micropr )ccss rr' ;rsst rrrhlv entl ttsting Phnl in
sh.rnglLri. S5(1 nlillx)n h t)5.

l"G Grcup lS. Koreo), Getlit Co. (H(/Eeiiing Peony Electronks
Corp.

\\ill Irrnt lrnt \'(nlure t() Pr({lll(('Ir'rlnshrnllrr. \l() i Inil|i)rr
rS. K,n(:r:lnI',, llK:l(Ir,, l'R(l:Jo",,) () ();

Philips Electronics NV (Netherlondsl/Shonghqi Elechonic
Sensors Co.

Iisr;rlrlr.lrttl t()rnl \rrtlrrrL. l() Inr)(lttrr'cluttrrt'tit st'rtr,,r's
\ll lrlli(nr (, ()i

Ihomrcn Group (Fronce)/Shenzhen Elechonic Group
(Guongdong)

l'orrrrrl iorrrt \('nlult lr) l)(xIr((' rrrl.!r.rl(11 ci,( tril\
\ril rrllx )n () 95

Toshibo Corp. Uopon), |lA (Hl(/ilA lshonghoil
Ia\rabli\hr(l SlunghJi.linzhi lll(ctr()ni(s t()inl \'(rlllrrc l()
Ixrrlrrrt cllrlt ttlcrrsron rr:rtirtrs Si rttillrrxt.
{.hprn: t(lr,,.llK:NA l'lt(: NA). ()'95.

Cosio Compuler Co. (US), Onfo Components lrd. IHK)/Xinlong
Economi< f)evelopment lndustriol Co. (Guongdong)

llstllrr.lr(\l t(,irll \(nltrr( l() rrr.rrltrIr( l(rr(' .rr](l rrr.lrk(l s(r('rllrll(
( .rl( ul.Ll, r\ .rr1(l ( l(\ IL ,rrr, tl.rr r< . s r nrrll1,,rr
(I5-l) .I11.li I'R( i'r i')i

MoBushito lndustriql Ele<tric Co., Ld. (Joponl/Beiiing No. 2
Rodio Component Foclrory

I()rnr((l l](rIrrg \l,rlst)\llrlx l'R(r\irn1 (lrl).r(rl()r lrnnt \(nlur( l()

lrnxhr,t :rrrri rrlilrkct filrlr (xl)ii.ik)rs Irr r itlto nrrrnltr's
\15 (r rrrrllron. (.lirl).rn:(nI',, Irlt(] n)) ; 9;

Mi(ro liletqllk Co. {UK)/Enping city govemmenl (Guongdong)
lisuhlislrLrl i()int \(nturl l() pft)(lL(( ct(ll((l lc:rtl lrenrts lir|
rrlrer(,(l)iP fr(lu1lil,n (( Kfis",-|l{(l li", ) i 9;

NEC Corp. Uoponl/Chongjiong Computer Union Corp.

lShonshoil
\\ ill l'()flrl \li(: \h.Lnl.lhirr (innpulrr\ i()irlt \cnlur( l() I)r( tl((.
scll. irnd :rrrur- cornpLtttrs rtntl pnnlcn. Sl0 Irlillt()n ; 95.

Somsung Corp. (5. Koreo)/tlA Uiongsul
\\ ill tstehlislr i()int \enltrrc in Sulln)u sirtg.rpr)I\' ln\,('\lntcnl
l'.lrk l(, l)r(xlo.( .tnti-tortdrrttors Sl.l ntillt()n. ; 95

OTHER

Skrnens AG lGcrmonyl
will ()prn l)rrnch omcr ()l sicnrens (China) Co. in Fuzhou. 6 95

Engineering ond Conshuction

CHINA'S IMPORTS

British Steel PtC (UKl

\\'ill supph' \lm(1ur:rl slccl li)r (lhinr ShJnl.ihri lin \llo builcling
run<l srrnouorlng slntclrlres. $()'l nrilli()n {)/95.

INVESTMENTS IN CHINA
llobco Ltd., Shinsho Corp., Huocheng Coostuaion Co., Ud.,
qfliliotes of Kobe Sieel Ltd. Uopon)/Chino Stqle Conskuction
Engineering Corp. (Beiiingl

I,sul)li'lrr(l (l5CU(: Nrl\o Aul(xl(,(r'(.o. I,irn \(rnLIC rn IIitin).t l()

lxrxlrrtt rnd ntxrl(1 .lttlr)tltxl( (i{)r\ l-llP.r i(/ 'l)R( ilf' I 1) 1)i

Orvens{oming Fiberyhss Corp. (US)/Shonghoi Euilding
Moteriok Corp.

\\ ill (\t:lblr\lr j()inl rrnlLrr( t(, pnxhric tlrt nttll rrtsul:ttiort
nr:rl( rrills. Sl5 nrrlli(}n. () ()i.

56 The Chino Eusiness Review SeptemberOctober I 995



OTHER

NA (Russhl/t{A
wrll a()nstnrct hridgr c()nn(ctirlg Ileil()ngii:Ing l)rolince ilnd
Russi.l s Anrur rt'gi()n. 6 95.

Food ond Food Processing

INVESTMENTS IN CHINA
Dole Food Co., Ltd. (US|/NA (Guongdong)

l:slrl)li'h(\l i)in( !(ntur( rn Hrrtzlu,u. (;rt.rrtg(l(ntg l)r(^in(c lr)
prrxlLr(t jurct tlrinks. :il5 rnilli(nr. () 95

Eoss PtC (UKl/Ginsber Beer Group, o :ubsidiory ol Hong Zui
Corp. (Jilinl

\\ ill r\trll)h\h Jlit\s ( ;rnsl\'f ll(('f (.r) i,,rnl \(rtlLrr( to prrr[rrt'
runrl rurkr. t Icnnr'rrts Lir!l(r. !l{) rr)illrorr i( K:;5r.1'l((,:15",,)

Bovcon toodstuf{s Co. (Iu*eyllWne, Drink ond toodstulfr
lmiort & Exporl Co., o subsidiory of Chino i,lolionol Cereqls,
Oils & Foodstuffs lmport & Cxport Corp. (Beiiingl

F.*t.rl)li'h((l llriixu Ilir\(irn llclixrr I'rrrxl'tLrtls ( r'. i()irn \(nlrrr(
to prrrlutr chcsing gLrlrr \l I rrrrllr()n i ()i

British Sugor PtC, o rubcidiory ol Associoted British Foods PtC

{Urc/Guqngxi nzhou Sugor Development Heod Co.
lirrrrrr'd lIr (ling (ir. j(,irrl \(nltrr| l() rrlinc slrl.lirt irr \l)rl)i(.
(iu:rrr!\i l'r^in(( ll(r rurllrrxr. lt X(tf' I)ll(l ril', I ;9;

Conier Corp., o subsidiory o{ United Technologies Corp.

{US)/Shqnghoi Air Cooditioner tociory
\\'ill lirflD \lrxn8lrri (lirni(f lti r\l)(11 .\ir (l(nr(lili(minu

l1(llriPrn(r)l (:r) l.l(l trnnl \(nlLrr( l() Pr{xl(r(( lr:rn\P(n1 .lir
trrrrrlitiorrrng irncl lrLrzing (qLril),lrirnl s lo nrrlll()n i ()5.

Guinners PtC (UK)/hrion Brervery (Fujionl
ll trl)lislr(rl ir)inl \(rrlur( l() prxltr.r (;Lrinn('\\ \l()lrl l)L(r. i ()i

ING Beiiing Fund, o subsidiory o{ ING NV (l.letherlqnds)/
Kunpeng Food Group (Beiiing)

lirrrrrtrl l3Lr;rng I'(1rg (llr(og Ii,(xl IJI!( .(rrl( l,rrrllirlr.l rl(l
lixxl Pr(x(\sing t()iIr \(,rrrUr(. Sll)() rilliorr
(\(tl( rl.rr)(l\ li I'R(ll);" r i\);

Wncr C'orden Co, IuS)/l'lebei food lmport & Exporr Co.
\\ill t{,intl\ lx(xltric\\lx)l( \un \rn-rr l,r.rnd ()f.t)S( ttrt( i')i

Foreign Assistonce
Govemment of Crennony

\\ rll pror rtlt urtl t,r rlcr t| pin.r .crr.r,.lc rlr.p, x.rl xll,,r'\(xlurl.
;rnrl srrrlrll Lrrtcrlrri'L' irt Slrirn(1,)rrr lrn)\itrrr \l()- trlrlll{),1 ()()i

World Bonk
Wll orovide 547.5 million loon ond 5200 million IDA credit hr
the Southwest Pwerty Reduction Proiect lo improve heolth ond
educotion ond prwide forming tools ond iobs. 6/95.

World Bonk
App(^'r,(l L)iln l() ir]]Pr(^'c \\lllcr$':l!s in cil\lrrn Zh(iirng
I)r()!inc(, c(ntrJl llun:ln l)r()\ inac, itnti soulltcm (;urn!{xi
Zlrurng ALrl{m(rrx\r\ lt('gior. Sll0,)rilli{)n. (r 95.

Mochinery ond lvlochine Tools

INVESTMENTS IN CHINA
Komotsu LJd. Uopon), Sumitomo Corp. Uopon), l"lA Uopon),
NA Uopon)/Shondong BulHozer Foctory

l:,)nDC(l t()rol \(nlrrr( tr) l)r()(lu((] ilrtrl rrrarkct lll'clr:rtrlrL
(.\(:l!'xl1n: irl ,ininq. Slrirn(l(nrg l)nrrioi,.'. $lI milliort.
(.l.lp.ln ir)',, l)R(lstr',,) () 9i

Itorturhito Ekric lndushiol Co., [rd. Uqpqnl/Chino Wuxi tjttle
Swon Co. (.liong:u)

li'trrlrlislr(l WLr\i Nh(susltilir lt('r'zcr (lo. i()iot \ullrr( l(,

1,r,,LrL, lrr",n lr,r' rt'lrrrl r'.rt,,t. t"ti

lvlotsushito Electic lndusriol Co., [td. (Jopon)/Tongshon
Electrook Equiprnent Fod,ory lthbeil

Ir(nrrr(l'l:rnJ.lsl)ln !lirlslrsltill loduslriill Il(ltrrlnrrcnl l()
r)r.r ulil( lrrr. \(l(lrrrg ((ltril)rrk'nl lln(i ,rir PI.rsrtt] (trlling
rrr.rt hirrr': \15 rrillron. (r 9;

Mebls, Minerols, ond Mining

INVESTMENTS IN CHINA
Orbit Technologier lnc. (US)/NA

\\rll ti)rnr liLuriurrr rtlirrrrtg i,,rrrt \(nltr11' :lS { lrilll(nr () ()i

Veitrh-Ro&x, o subsidiqrv ol Rodex'lleroklith
lndurtriehcciligungs (Aurtriol/Liooning lttetollurgicol lmporr &
Export Corp.

l'.t.rlrli:ll(tl nrirgn(sit(' nrrrin! t(,ir1l \cnttrr( \l- rlrillilnl
( ALrstriir:ii'li, lrll(.: l5'r,,). ():95

Kq Woh lncmotionol C'roup (H(/Guon9/rou City
I n.rl,lr.lx.l 1.,:r \\.rlr I I l, r.rn! l,r, Q .[r1 i,, rl \ rnl,I, rnirrIl!
\rnlrrrL )ll rrlrllxnr 5 {)i.

I.lA IUS)/tonzhou Aluminum Plont, on olfiliote of Chinq
Nonfenous lndustry €orp, (C,onsu)

Will cst;rlrlish \ r'li)rr' l{irr. r,\hrrriounr (l(, . l.l(1. i(,inl \( nlLr( kr
.nr(,h o()r)lirr,,u. nlrl.rl .rntl Ir,xlutt r':rs rtt.rtcri:rlr.rncl
p11rttssul ulurrirtLrm fli{s.l rrrillxrr ll S:51 ,, l'}R(] t9',,). i 95

Pockoging, Pulp, ond Poper

INVESTMENTS IN CHINA
Amer-Asio lntemolionol lnc. (US), ECoit Corp., o rubsidiory ol
Homisch{eger lndurhies, lnc. lUSlfiioniin Pqper Mill

lrsr.rl)lislr((l ir)irrl \cnlrrr(' t() Pi)rlueL. ltigh<lrrrrlitr Prrltr
\l;o rrlillrnr (l \ ()lIr 

' I'R()lrr',1) i ')i

Boise Cosco& Corp. luS)/Shenzhen teqring
lirrrrcrl Zlruhui Ili$in l]()irie (i.rs.lrdu spr-(ixlit) l)rl)(, (j)
ioinl r(nlur( in tiuirngd,rng trr pnxhret c:trlronlcss plrpur
Sll nrillxxr (l S:(nlr,'l'll(l:t(l ,t. 5 9i
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Stow Storoge solutionr, lnc. (Belgiuml/Chinq Notionol Siote
Foresl Form Dwelopment Corp. (NAl

\\'ill l( )nrr 5l(,$ li( ilirrr l,,rrn \'( rrlUr( lr ) rrlirntrl,rr lur(' 51('( l

\t()r:ritr \\\l(rlls \l r rllilli.rr ll|('l,.riLrrrl -{r , l'}R(lJlI ) (r ()i

OTHER

Coco-Colo Co. (U5)

\\ ill cstll)li\l) C(xx (lolir (lhinx Inrc\tntsni holding eornp.rnt
ar\l rvill llrikl ln,rling l)hnr in Sl)rnghxi. S-'10 nrilll(nr 5. 95.

OTHER

Ricoh Co., |.rd. (Jopon)
()l\.n(.d xlier-\ll(s teclnli.ll \.,f iccs ( )th('( rrl li'iting ; i);



NA (S. Koreo)/Shonghoi Dotong Co.
I ornrrrl i r rrrt.rrrrr'r' nr.roul.l( turng lr )rnt \ (r)lLrtu- rrr \h.rnglr.rr

ili 0rilli(nr. (5 Korr,;r:(iL, l'l{(l rl)' ) 5')i

INVESTMENTS IN CHINA
Continentol Groin Co. IUS), Mihubishi Corp. Uopon)/Shonghoi
Petrochemicql Co.

I:\r.rlrll\ll(l (i(,1(lrn ( (rrli l\1r([lr(rri(.rl t)rnl \(,rlrrr( t() rnuk(
lrrlrr<lir.rl lxtrrrlt rrrrr,..l.rs ('lrigrlirl('(l ((nrl;rirrrrr. l(r0 rrrilli0rt
rl \ l.rP.rn:il'., l'}lt(.:rri',,) ()();

GAIX Leosing ttd., o subsidiory of GATX Corp. IUS)/
SINOCHEi{ (Eeiiing)

Ir,tirl)lishcrl i()i,rt \crnrrr to lrLrilcl L<ltrclirrl oil :lor':rqt unLl
(l(li\(11 lir(iItr(s rn (.)rn!l(I.l(r. 5lrllxl()ng l'r'\'in(( (! ()i

Keppel lntegrotd Engineering (Singoporel, BOX Group PtC
(UK)

lr\r:ll)li\llcrl i(nnl r,( ntur( t(, Ir:llkr'l ill](l .rrlrPlr irr{lLrstrrrrl ge:r''
rn \u/lr()u. li.rng\u lli,\in(c \l: rlrilli(,n (,()i

Irlorubeni Corp. Uopon)/SINOPEC, Chino Noturol C'os Corp.
(Beiiing)

\'ill I(nnr t()rrl rt'ntrrn ro tltrcIrp oil llc s rrnrl rtlinlrrt:
tlrn,Lr!lr,rrrt ( lrnr l) ')i

Hong Kong ond Chino Gqs Co. (HK)/Guongzhou Gos Co.
\\lll (\r.rl)lislr tr)rnr \( nrur( t,, hLrrlLl t\ r, n.rttrr:rl g.rr pl.rrrt'.rnrl
l,rrrkl rrutur.rl grrs sLrl1rI r(tso|kr rn (;u,rrrg,,ln,u t]l. t rrrrlhi)rr
rllK()ll .l,li(l rlI' I i 9i

Royol Shell Group (Netherlondsl/NA lGuongdong)
\\rll l,rl1 i(r']l \r'nlr)r( io llur/h,)u. (;u.rn,{Li,ng l'n)\irx( l(,
rclint LrLxk oil unr.l PrrxlLrtt'trlrllcnt. t'(r l)ilhnr
r\rllr(,rl.rn(l\ ir|',, I,lt(1.5{I,,,r ; 9:

Royol Shell Group (Netherlondrl/NA {Qingdoo)
\\il1 k,rrrr lrrnt \rnlur( to l xlLr(( lrptliul 1x'trrrltLrrrt u.r' i'ri

Royol Shell Group lNetherlondd/NA (Zheiiongl
\\'rll l(,flrr i,)rnl \(rrturc\ rn 7lr.rpLr. llrrlrrrrrg l'r,,rrrti( t,, |r',xt'.
lolnr(irnls xrxl p(,rIrrr usPlrrrlt $()l) rrrilli,n). ;()s.

Yuon Shun Xing Greore lndustriol Group Corp.
ll,toloysio)/Shonghoi Reclomotion Cereol ond Oil lnduskiol
Generol Corp.

I.trrlrl slxtl slr,Irglr.I lhr.r\rnq(;r(.r\('lr](lLrslriirl t.(,. ll(l {,il
r. lirrrr,: t,,rrrt \ (rrtLr(' \() (, rrrilli, )rr i ()i

Ports ond Shipping

INVESTMENTS IN CHINA
Coslink {Singopore), Air Express lntemotionol (HK)/Shonghoi
Unicd lnbmotionol Air Freighr Co., Beiiing lnlernotionol Oceon
treight torwording Co.

Ii,rnrrtl 1r,rnt rcnlrr( t() \l(r'( unrl lrrn.lr.r',rrrrrturnrrs rrr

\lr.rrrrlui \l t nrillr,,rr t,'ti

Ni:sin Corp. Uqpon)/Chino Oceon Shipping Co. (.liongsul
li,rrrctl t lr.rrg.lrLr \r\.rrr llxnrg\.r\Un \hrl)l)r,rr (l{, t,,in!
\(nlLrf( lr)i0tl)(n1 .rrrrl r.,r1:r,rr r'i\\' nr:ll( l]ll\ \r(ll).0(10
i.JlI].rn:il) l'}R(-;lr' r i 9i

CHINA'S SALES ABROAD

Chinq Notionol A,lochinery lmport ond Exporl Corp.
(Beiiing)/Krey shipping Co. (Germony)

\('l(l (r!llt rrulti lir:ritrorr.rl r orrt.rrrrer .llr1x nr.ril< ll lr.rngr.rrrg
Shil)l)url(iint (;r()Lrl) lirrrrgstr l'rr*rnr( n-J rlilliorl i ()5

OTHER

Compognie fi{oritime d'Affreiement (Fronce)

\\ ill ,,1)(,rr olll.( r,r lleitirrg () (li

NA IHK)/NA (Fuiion)
Iirrrr,.,tl Irrsst'ng(r shil)l)i,r! lin( l)('l\\(( n Il,)ru Kon!l.rnLl
I )(,n.,r\h.rn. lirii.rn I'ri)\in(( (r()i

Port ol Olpnpio (US)/Pon of Yontqi (Shondong)
Irorrnr.rl ristcr 1x,,1 r(lirlirnr\l)rl) () (/i

Port d S€ottle IUS)/Porr ol Qingdqo lShondong)
lill1rl!(l 5i\l(r D(,r1 Kl.rlionslril) i 95

INVESTMENTS IN CHINA
Konemotsu Corp. Uopon)/NA (Guongdongl

\\ill l,nrrl t()rrrr r(nlrrrr lr) l)uil(l ,rnrl rrr.rrr;rgr. tlrrr'e rlll r'rrr.rl

l)(,\!(1 1.{(11('r.rl()r\ in Sh(rrrhcrr 5{(X) rDrlli(m. (r');.

C'enerol Electric Co., PLC {UK)/NA ffioniinl
Ult.rl)li:h((l li:rniirr (;l:(;.{l\llnn)r ll\dr()lxr\\(1 I,int t(ntur( l()
nrrnLrl:r(lutu .urtl .r'll Ir\tirirulic ttrr|inr'..rnrl gLn(ftrl()r\ ; ()i
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CHINA'S INVESTMENTS ABROAD

fionjin Fortune Timber Co., Ld./NA (Bruzil)
l.tusul rcnccr lrorrrtl rrrrrr|.rrry.rnrl rrltrlrtnr'ry' lo lxxcss

Peholeum, Noturol Gos,

ond Relod Equipment

CHINA'S IMPORTS

NA llron)/NA (PRC)

\\ili \(,ll hoirx) hrr(1.oiorl |trd]r r()(llroir \rl)onrllx,rt (rL)i

Stotoil (Norwoyl/SINOCHEM (Beiiing)
\\ ill v'll I rrillr, ,n t, )nr\'\ , )l i n(l( ( rl () ();

Power Generotion Equipment

CHINA'S IMPORTS

Bobrock lntemotionol Group PtC (UKl, Sorgent & l.l.rnd US),
Westinghouse Ele<tric Corp, (US)/Huoneng lnlemotionol Power
Developmenr Co. (Beiiing)

\\ rll r-ll Irtrr iiltIl\\ Lr,.rl lir(l r.lcrtL r.rt,,r u0it' l(' l)l.llrt\ in

l).rli.rrr lrn(l l)irn([nr!. Lrir(r]ing l\,^in((' liit)() Ilrilhrr {)();

GEC-Alsthom lFronce)/Huoneng lnl,emolionol Power
Development Corp. (Eeiiingl

\\rll {ll ts,r i6ir\l\\ ((,.r1 llrrtl r:tnt|rrt,,r*t,,lu{,lru.rllrt)l.rrn irr
(-lxnrg(liru. si(lrrrn l)r1^rn((. Il()() nrilllr)rr () ()i

Air Produos ond Chemicok IUS)/Stqte Development Bonk o[
Chino

\\ill l,rrrlil .rrr \rl).r.,riof I(11ili/('r pi:rnr r1 \.rrrilrrg \ll rrrIllx,rl



Peebles Ehchi<, q unit of th€ Rolls-Royce lndurtriol Power
Group {UK/Shqnghoi Tronsbnner Wo*s

\\'ill (,srxlrlr\ll i()irrl verrlur'( l() pn)clu((, i00K\'trunsli)rnl(r\ rn(l
()tlxr Pr^\cr g(tl(rrli(nl ((lorl)lllcnl llKil 'l'l{( l(}' ) i9i

YIt Corp. (lrtoloysio)/NA (lnner lrtongoliol
\\ ill t()nr (lunr Ir)rnl \(nturc t,, pnxlrrc t,r.rl hrul p<xrcr

Irlrnt Sa() rrillx,rr li\lrlx\silr:irI',, PR(:srl'1,1 51)i

OTHER

Blqck & Veolch lntcmqtionol (US)
()lx,r(rl rl[rs( rr(irt i\ c' ollicc rn l]rilirrg i t)i

Govemmenl ol Rursiq/Chino Notionol Nucleor lvloteriols &
Equipment Corp. lBeiiing), Liooning provinciol govemment,
Nodheost Power Group (tiooningl

S{,1(l r\(, \\'\\'lall lrll)l)pI1\suri,/('d rr'.rttrir..rrrtl gr'.ttrtctl Irun to
lrLrrlLl nrr.ir'.rr'P,rr(r .l.rllon In Lr,()rrrrg I'r'r,rrnLt' St I ltrllr,,rr

ftice Woterhouse (U51, Morrison ond toersler (US), PoweGen
Corp. (UK)/ilA (Shqnghqil

\\ill .rrr.rnr( fin.rrrring l,,r'\\.rrg.rorl1.r,) Il .,,.r1 ll(11 ,r,\\(r
lx)t(1t. il l)illi(,rr ; t)i

Property Monogement ond Development

INVESTMENTS IN CHINA
I'lotsushitq Eledric lndustriol Co., trd. (Jopqn)/Hongzhou
C'oldfish Electricol Applionces Group Co. {Zhefiong)

l:rt.rlnrsll(rl IIrn..:zlrrxr li,,lLili'lr li \.rlr)n.rl ln([r'ln.rl (.rr\

dcrrilrrrrr'rrt r()rr( in I!.rrr!/lr,,tr. Zlt( ti.r { l\'r)\itt(( (,,\urrlg

l.lA (5ingoporc)/Shonbu Businers ond Trode Cartre {Guongdong)
\\rll lrLrrLl lit \t.rr lxn(l in \lr.rrn(,1r. (,u.rng!1,)Ir.q lrr)\in(r
5()(l llrillir nr (r ()i

New World Hotels (HoUings| Ltd., o subsidiory o[ Renoissonce
lncmotionol llotels, lnc. {HK)

\\ill lrLriLl \r'rr \\,nld ll,,t(l rn l)irliirrr l)')i

Pidemco Lond {Singopore), Morriol lntemotionol, lnc.
(US)/Suzhou Pqnmen Tourism Development Co. (.liongsul

tlr:rlrli'lx'rl t()inr \(Dlu!( 1,,lnrl(i li\. 'lirf lx)lrl in \Lrlll,)rr

li.rr;.,1..r I'r,rrn,, ss,t rrrrllr,,rr,\rr-.r.,t,i,r( ii..
I'S ls"El'jll(l:J(t rr ; (li

OTHER

P&O Sreom Novigotion Co. (U(/CCPIT (BeiiingJ, Shonghoi
municipol govemment, Hongqioo ETDZ {Shonghoi}

N rll l(,in(lv,)prrill( shrlnthui Inl(\ l.l.rxN)s(l rD t\hrlnti()n
('( rn( r $ll rnillxnr.;'9i

Tele ommunicolions

CHINA'S IMPORTS

lrtoiorclo ln<. (US)/Hongzhou Tehcommunkolions Equiprnent
Plont (Zheiiongl

SoLl l:e.c.rnrl .qrlrtrrrtl \t.rtxnl\ l()r,)n'l)il( l(lc<orttrrtrtnit.tlurtts
$l()H nrilL,nr 6 ,))

Siemens AG (C'ermony)/MPI
Soltl sr'nclrronizc<l cli8itll hicr:rrch| trrnsrttissi()n ((luiprrl(nt ()
inrrr..usc plrrrnt tepecit) bc't\\ ccn shllnghti rnd Cuirngzh()tl.
Sl1 rDilli(,ll. O'95.

AT&T {U5}/Shqnghoi Posts ond Telxommunicolions
Ad minislrotion

\I rt .ll .r rr Lr, rr,rr.,lr)]rr.rl lr.rrrvrri..r,,rr r.lrrrlrrrrr'rrt
Sll nlllx,rr i 9i

Generol Electric Co. lU5)/Shondong Ports ond
Telecommunicqtions Adminishqtion

\\'ill .ul)fl\ |l)15\\'lllll l Pletti,r'nr to |ror irlt t ornrttt n iel

- r. j,,, l,,r, l,1lr,,rr, l,rr.rr(.. rr.rrt.,j.l,'r,r(1rl i rJi

Nippon Telegroph ond Telephore Corp. (Jqpqnl/l',lA (ShonSltoi,
jiongsu, Zheiiong)

vill ltlr:,c ill)r,i,lnr( o(l$(,rk iro(l t(luiPrtrtrrl t() Iirrk Slrrngllti.
\unlrng. rnil Illngzlxrtr Si 5 rrtrl|on i ')5.

tlortrem Telecom |rc. (USl/tlebei Postr qnd
Iehcommunicqtions Adminislrqtior

Soltl tligit.rl t'clltrl:rr tclrPlronc ntrlnrk to IirrL ll (il,(s in Iicl)(i
I'r()\ rL( i 95

INVESTMENTS IN CHINA
leqder Universol HoUings Bhd. (1,'tolqyriol/NA (Guongdong)

\\'ill (\r,rbli\lr \r\\ (;rLr\\ lnl(rJrirlx),rxl lil((l11)nirs ()).. l-!(l

t,, I\(rtr f,.r,'i.t.rl,lr.l',Igrt.rl uirr.lt..rr'rtr rrr(.rtr,,rrsrr)
(;uirnsd( ,ng .rnd Iiriiuo l)r()\in(('\ Sll(torrllrorr
t \l:rl,rr si,r:51",'PR(l: t9', r. (r 9i

Mihui ond Co., Lrd. Uqpon)/UNKOM (Beiiingl
linlrL'(l i()i t \entrrrL () (()nsl11r(1 tclct orttmrr nrcetiorts titcilitics
in sh.rnghiri Sl(r r)rilli(n ('()s

News Corp. Ud. {Austroliol/Peoplet Doily (Beiiingl

list;rlrlishrtl IIiting l'l)\ \,or(Ir loti)rr lirnr'l'((.hn()k)l+ (i) k)

I)rrlrlish rlrtilrasr's cltcttrrricrllr'. ti)rrll rhlit lritrtslttis\r(nl
n(l\()rk\. .rirrl err':rtc rligrt.rl rrr:r11ring ttr hook'gic.
Si r nrlli(nr (Auslnrlirt:5(I',' lrlt(l:5{lr,'l (),9i

Singopore Telecom {Sngqpore)/UNICOM (Beiiingl
\\'ill ussist in rlcr(kDrng Ixul rntl Inolrilt |lt,rnt nrtrvork. in
Surln)Lr :rr(l \h.ln.{llri. o ()i

AT&T {US)/Chino Huoxun Tehcommunicolioor Grwp (Beiiing)

I:\rJl)li:lrc(l t(nnr \cnlu( l()lnrikl (:'l -l $irrl(ss teltl)lxxl(
nrt$ r 'r'k lirr Sltiyi;rzlrrlllnq ( iit\. Il(lt i l'rorirrrt' Sl2 rnillion.

Fruition C'ool, o :ubsidiory o{ News Corp. lld-
(Austroliql/fi qniin Sporh Commission

I,,rllrll t.,,1,l( n rl rrnl.rrrI l\rL l' l,rrrt lll t')lIrl \"nr,I, r,,

ronstrrrt t h itrr tr'[ r rsiotr 
'tLrch, 

r. l,r .lr rn. prr rurrnt.
Slo rrilli(,rr l\!rslrr[1r:(n)' , PR( l(I'1 ) 5 9i

tlong Kong Telrommunicotions (HK)/MPI
\\ ill l,Lrild {itrt-rrlrrrt t.rl,lt linl l:trstr n II{nlu I.,nu,rn(l
Il(riin{ it)5

Motorolo lnc. (U5), Alcd,el Alsthort Compognie C,enerole
d'Electricite (Fronce)/Zheiiong Posts ond Telecommunicolions
Adminirttqtioo

\ ill l()rn) (hgit.tl Dxr)rl( .(lui|rk'nt nttwork rn Zhtir.rnpS

I)r'rJ\'in.r l)\ linkiuB c\i'lin! ncl\\()rk\ irl sllirnghxi xnLl-lixrrltsu
:lJ r:rrllrorl i 9i

Northem Telerom ln<. lConodo)/Uqoning Posh ond
Tekrommunicolions lnstituie

,i)nn(d slx nring \()nl)(m _l( 
lc.(nn (i). Il(l l() I)lilnLllll(tttrt

lrighr.rPl.rtr 6l)(r ()ptl( st\lerrl\ 5 ')i
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OTHER

Overseor Economic Cooperotion fund (Jopon)
Nlll pr(nrrl( S2J5 nrillion k)nu-lcnn l()$-irtlcr(\t llrn lirr the
Clllnr Stxlc lil)tunni( Inli)nn:r(x)rr Srsl(nr I() rnhrln((.()ll(1-li()'r
:rnrl hlnclling ot'cc,rnrnrri( ioli)flDllli{nl. 6.()5.

British Telerommunicotions Pl.C (UK)

\I'ill ()prn (?r(s(nrJrirc offlt c. in l](,iiing. 5 ()5

Generol Eleclric Co., PtC lUKl
\\'ill ( )pi-'o r(prrs('rn:rlivc olfirc in li(iiin8. i 9i

Tekho Corp. {Austroliol
Olxlred Ii(iiing ()tllc( l() n)ao.rgc lilst Asiir r(Bi(n 5 95.

Textiles ond Apporel

CHINA'S IMPORTS

Mockie lntemotionol Group {lrelond)/Horbin linen Co.
([reilongiiong]

\ill suppl) llu-\ ln1'pilrirrlt lrrl \pinrrng rrrir(lInr'n tr) II.r rtl
Fl.r\:ninning Nlrll \I r rrrlli,,rr.6 ()s

NA (ltoty), NA Uoponl/Hoinon Textile lndustry Corp.
Soltl t,..t l,xrrrrs.rrrtl higlr sprtrl t'.,,rstr|s to lrrriltl Irntr(s\irr!.
prinrrng. unrl r\'r'rng lr.rsc lirr silk'likc polvr.trl l:rlrrrts.
Sl- () tnrlll(,tr 5 ()i

Soob Auiomobile, o subsidiory ol lnvestor AB lSweden)/NA
\\'ill \(ll l.-0{) Srul) ()0o0 (ll) (rrs iuxl sl)rrL I)ir(s $ll rrlilli(rl

INVESTMENTS IN CHINA
Cummins Engine Co. (US)/Chongqing Engine Co., o subsidiory
of Chino Notionol Heovy-Duty Truck Corp. (NA)

\\lll (slJlrlish j()rnl \cnlLrl lr) pr((lLrct rlit'r'l t nJrirl( '
S(){ rrillion ( (': i(t',-Illt(.:i{I' ) () 9i

fior sPA (lroly)/NA
\\rll li)nl r'(lrrit\ lrint rr'nlLrrr't,r lrlxlLrr'c L!hl tnr(ks ()();

Hoden Drysys Ltd.. o subsidiory of Ho&n trtochllon HoHings
PLC tUK)/Jiongxi lrtotor Co.

\\'ill l,Lri l].rint 'lx)P Iin .rLrl,, (l(luiliru 6i);

Hqmilton Stondord, o division of Unitcd Te(hnologies Corp.

lUS)/Aviolion lndurtries of €hino (Beiiing)

Ii,r rrrr.'el ,rurt rrrt trt to tlt'sign, LlLr t I tP, unll nririrtl,rrn :ll,( rirll
\\\l( nt\ (r ()5

Kowosoki Heovy lnduslries Ud. Uoponl/Wuhon Morine
trlochinery Plont (Hubei)

lisr:rl)lishc(l \l'uh.r,r Klr\\.rilrki l\lirinc ,\lir(lri0( n (1,. l-l(l t()rnt
\r'nlrrr( tr firxrlul.r(lrrr( r xrin( ( ngfi1('\ sl'trnrilrrn
(.Jrl).rrr;i" ' l'R(;: ri', ) (r ');

Stonley Eh<tric Co. (Jopon), Nomuro Asset Monogement (Asiol
Ud., o subsidiory of Ihe Nomuro Securities Co., Ltd.
(Joponl/Tion jin municipol govemment

\\ili l,nnr lr.r,rtill \l.rnl(! I:lertn( ()rrlt to prrxlLrtt , ['ot.,nrr
lirrrl)s rrr(l ,,llrcr ([\i(cs l(n uLrl(nn()l)rl(\ (.l.rl].rn (15','l')l((- i",,)

Ensure Corp. fiqiwqnl/Shonghoi Non-ferrous Costing Plonl, o
unit of Shonghoi Aulomobile lndustriol Corp.

ll5rtrl)lr\h((l tt)inl \LrrlLr( l() prrxlLrcr rrlLrr urrr'Purts iirr
:1r.rfillr.ri \,,lk.rr.rrtn rll i rrrllir,n t l.ll\\.rrr sri l']ll(']1r' I

C'enerol Motors Corp. (US)/First Autornobih Wo*s Uilin)
llr-!,slirl)Lsh(,(l.linb(i ALrt(J (l() ir)in( vcrttrIl(' in slx'nrrng.
l-ir(nrnr l)r(,\in(( \\rtlr n(\\ ()\\rl('r irli

Pockord Electric, o unit of C'enerol Motors Coq. (US)/5honghoi
Sonlion Aulomotive Hqmesr Co.

Will lirfrrr l'rrr'k:rnl lllcdr( Sl)rnglrli (i) ioinl v(ntLr('t()
pror ule porr rr rnLl .rgnril di\tril)Lrli( nr .vstcrrrr lirr lon ign .rncl

r[rrrrt sti<rrllr pnxhrtccl rt'lrit l,.s l l8 nrillxr]. i, 9i.

Wqlter Alexqnder P[C, o subsidiory ol Kowloon i,lotor Bus Co.
(HK)/Jinboomo 8us lndustry Co. (Guongdongl

Iir lr((l l)u. nltnLtl.(1urini.t xrxl .r..t.rrrl,lr iorrrt rcrrtrrre
rilS - ,Iilli(nr i.()5

CHINA'S INVESTMENTS ABROAD

Chino Notionol Avk ioo lndustry Corp. (Eeiiing)/ Dqimh,r-8enz
Aktiengesellschqfi (Germony), Somsung Aerospoce lnduslries,
[td., o subsidiory of Somsung Group 15. Koreol

\I'ill lr,rotlr tlrrt|1r corrtrntrr'Ltl 1t lr, r tr Ir) (.lnl ll()
I)uss( rrg( rs irr s. Koreil $l.J nrillron (r 1)5.

CITIC {Eeiiingl, Chinq Nqtionol Trhnicol lmport & E-xport Corp.
(Beiiingl, iIORINCO {Beiiingl/fehron Urbon & Suburbon
Roilwoy Co. (hon)

\\ ill .rrpplr (\luilnIl( nl .rrr(l li( rlilr(s l()r :ul\r:rr r'v\tt,,r rn(l
,.lcr.trrhc<l r.rrluur. rn'l'cllr.rn. 5i-J nrllxrn 5 ()5

OTHER

Ford Motor Co. (US)

lisHl)lishc(l lirrrl Shenghri Rest'rrrch lnd D(\rl()ptlr(nt
I'r)grrnrs irl shlnglili.Ji:l()l()ng lioiv('rsity, Iird.lo tlniversily,
xnd shrnEl)ri lnslitutc {'l O.gxni( ChrDristn 52 nrilli()n. () 95

Wodd Bonk
\\Iill Pr()\id(. l{)rn x) irrpn:rc (lhinls ririlw:rv s}steor. S+(x)

nrillk,n 6/95

Mixelloneous

OTHER

World Bonk
\l('ill pror ick, Sl rrrillion Iran lncl $20 n:illitxr ll)A cr((lit k] :rssi:'l

in $ll i( ialt)n. puckeging tir.ilities. rnd t(hnicxl rssis(Jn(c
t() rt([r(e i(xlinc (l('ficientr disorders S27 nrillion. (r,'95.

United Porcel Service (US)/SINOIRANS (Beiiingl
\\'ill li,rrn ioiot \rorurcs in IlriiiDlt. (;rrngrln)u. uotl Sltrnglr;ri
(r r'rPenrl rrir t\Prr. ss p:rr k:rgurg sen xr' in (:hrnr. h r.)5.

Mitsubishi Corp. (Jopon)

Will Iirlrn lxrkling trrr]r|i[]! tr) (1x)rdr[rlc NritsLrblslri rDlrk(1in8
clli)ni in (ilrinr SJI),nrllir)n. 5 95
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Tronsporblion

CHINA'S IMPORTS

The Boeing Co. (US)/Shondong Airlines
5()1(l Ilrfrr'lJl .t0l),ri11r.rll. Slll) rnill|orr i ()i



POSMONS WA}.TTED

US/Port Chinese, BSC/MBA equiv, l5
yrs Asio/Pocific exec for mrktng/
mgmnt/bus plonn ing w/ qirline/
tourism/oirport odmin seeks long'term
posn in PRC. Chinese spkr,/port-time
univ instruclor w/ conlocts in PRC ovio-
tion/tourism & ofhers. Contocl:
Thomos, Tel: 808/591-0484, Fox:
808/941 -2r 08.

POSMONS OFFERED

lntn'l mrkt reseorch w/ emphosis on Greqter Chino (PRC, Hong Kong,
Toiwon); resp for settincl up o reseorch & consulting iv in Guongzhou; provide
bus consultino to US cos doinq or olonninq trc do bus in Greoter Chino; other

duties incl: ,eieorch me.hodolfoy design, q-uestionnoire design, feosibiliry srud'

ies, progromming (using Ci3'CATI), sompling design, doto onolysis, lorecost

model dLsign. F/1 , I on - 5:00 pm, r'O hrs/wk, Mon-Fri, $632.00/ wk. Must
hove MBA-ond minimum 3 yrs *ork exp in field. Condidoc must olso hove

brood understondinq oI PRC bus environmenl, orql & written fluency in Eng &
Chin, & orol Contonese olso req'd; demonslroted skills in mrktng, mrkt
reseorch, & comp softwore opplicotion (Ci3-CATl, MS Office, Quotlro Pro,

FoxPro, Compocl Disclosure, CompuStct, etc|, & doto onolysis using SPSS &
SAS, expertiie in proi mgmnl, feosibility studies, linonciol onolysis, copitol
budgeting, iv stqrt-up & mgmnt, exp in PRC mrkt. Must hove legol outhority to
work in US. Deodline: 30 doys from dote od oppeors. Employment/interview
in Boise, ldoho. Send resume to: ldoho Dept of Employment, Attn: J.O.ID
6205651 ,317 Moin Sheet, Boise, lD 83735.

Anolyticol & orgonized mind. MA
Chinese litlhist. US citizen. Seeks work
in intn'l PR/communicotions. Strong
orol & writing skills. Tel: 310/204'
l63l .

Attomey w/ 3 yrs corporote tronsoc'
tionol exo in intn'l firm seeks similor
posn */ lo* firm or in'house. Led lirm
in dweloping Chino m*t. Top l0 low
school, grodes, & fluent Mondorin.
Relocote domesticolly or overseos.
Contod: 215/795'7092.

THECHINA
BUSINESSREVIEW

CTASSIFIEDS

In the Next Issue
oI ThE CBR:
I Chino's Tox Trcolies

ll^r tlrt l'R(ls t;r\ lrcrrli('s \\ilh
tlilli rt'nt rrrttrrtrics llleLr lirlr.'ign
col('rl)risc ()lx [ltir )ns.

t Ne,rv Bonking Regukrtions
-flrc 

irn plir:rtir.rns frrr lbrcign
6nenci:rl instittrtions of
scvcral lranking regrrlntions
issucd r:rrlier this ycar.

I lhe US-PRC-Toiwon Triongle
ln lr.rl.trt, ing P,'li. ir. ' torr.rrrl tlt<'

l,ll(. :t!1(l 'liti\\ itD. lllr
A(h rini\lIrti( nr rvltllis rt lint'littc
lxtrr'.'. n, r;rtrrttt rt'i:tl ltncl

lirltign lr rlir it ..

r Militory Might
A l(x)k .rl tll( l'1,-.\ s rttilitrtn rttrtl
,. orttnt r,. irtl ttntlt n:rkiltg..

I Life in the PosFCOCOM
Wodd
L:xfx)rt controls continuc ()n

somc ChinuJxtund prrxlucts

I On Shoky Ground
I;rntl r.rst right: irr( (r)rning
un(l('r gr(:rlcr s( rLrtin;- es Ilcijirtg
I't,.r1in. tr ' l( (,,un17.' Ilr(' \.tltt(' , ,l

f( lll ('\lxl( .

t Plugging into Chino
(i)nrl)roi(s l(x,k t() link (.lrin.t
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tAST FAGE

Whot O Difference 0 Decode AAokes
'lhcre rrc hrtsically twr tylts ol truvclcr( t() ('lrinrl tll()sc

sho gr onct- :rnd prt eirt thll Il s.ts drc rrip ri rr lill-
tiol(,l rn(l tlxrst $'hrr t&l!r'l thcrc ull tltc titttc. rt'((nlntt]8
rllrl thi\ cr('ursi()n is thcir li)Llnll lrip thi\ \'cllr rlnd thcir

thinl'scconrl sincc l()r-9. IJLrI rl slrikcs ntc tltal ncilllcr 8()tlp
has u r'cn rcrlirlic Frsl^-(li\'c on the chlrngts n()\\ :lf(x)t in

the ]\lirlcllt'King(l(rn.'lllc lirst tyPe onll hrs (nlc scl of (,1)'

scnirli{)rls ltntl no bltris lirr trtmprtrivrrr. ltltl lllt setrrn<l

l,tr-()ul) is therc sr l'rc<;uentlv thltl nrorc suhlc cltangcs arr.'

<lilliult to pckeivc. I hinc nrldc ottll'tsrr trills-spllcc<l rtl

x)sl l0 -vcirrs rrpetl-bul l()gclllcr lhe) hltl'c llrrvidctl ntc

ln unusurl ()utl(x)k (nl lifc in Chin:r.

lu\' first trip u,as in l'ebnlitry l98f). \'cs. (xrl)'x lirsl-lirllc
Chiml t[l\cler *oultl chrxrst'thc rrrldest $'ceks o[ thc 1'car

t() \'isit. lur sc'rrrnd trip (r.uncd this pust Jul,v. Ycs. onlv rr

stcrncl-lirne (;llina lr.l\'clcr urruld pi<k thc tw() \\'cck:i r)f

drc ycur u'hcn Ilcijing reccivcd al)()ut hxlf iL\ lnnu:ll minlall.

l'rozcn lingcrs lnd vrgql ti,ct asitlc, l lclmc'tl l Srrill (lc:tl

f(n)r th( l\[(, cxlx'ricnces, n{)l onl,v <lf tlte econonti<' revolLl-

ttm und(r$'xv hut als() ()f its dccl^-r vxi:rl ittrplications.

I)rrrinF rny l9M) trip. ()ur cirb *'ls pulled ovcr by thc ;x>
lirc. Ill tiiend asked the drivcr rtlty ht'ha<1 hc.c-n stoplx{.

''I-i)r sp((ding, thc clrivcr ansrvcrcd
''\t'1ur'5 rhc sJx'ed limit on this r(ud?'' she lskecl.
''I don l klorv. he rcsJxrncled.
'viell. h()$ <kr you kn<ln )()u u crt' spccding?' nry fricntl

inquired.
''llccrusc'tttc fx)liccnun said s(). he lnsu'crttl.
Such cl(fc'rence i)r the syslt'nr. h<>wevcr. n'as n(r ilpparcnl

during m! rcccnt trip. On ()or first dat' in (lltina, amrthcr

,Arncri<an liiencl met us at lhc airfx)n $'illr I hire<l ttxi. llle
dril'cr pullcd r)ut of :r k)ng line of clrs \\'aiting () p:ly th(j

parking fce at the ()nl)'opc,r exil gale Ilc pullcd trp to I
ckxed exjl $ ith xn anendant seatcd on ;t ch:rir in lront tlf tlrc
g:rtc. Thc xtlcndxnt skrrvly crnt up to the driver's u'indo$

ancl h:rnrnSnred him alxrut .(lning to a <trscd gatc. Thc tlri-
vcr lrnntlcd lhc rftcndxnt thc parking li'e. thc tct'rvent intrr

thc :lttcndrnt ri tx)(kd, the cluir was rml'e'cl, ltncl we s'crt'
()n ()ur \\'ll\'. Pctlv.()rrupti()n hc:l$ ()ut:rtltlx)rity in ly)5.

t lnf()nunirt!'l)'. s<lnc of tlre chungcs are lcss inn<t'ltlrtts.

Onc ()f tlre plcasures of my lirst trip u'ls u'alking rirng.lian-
g(r()nlcnriili Avtnuc and, (lcsPitc thc thgid scathcr. rvateh-

ing pcople prxctice thc tmditi()n.rl cxercise ()f lxi chi. ()n

tl)rs reccnt trip. I lrx>ked lirnvur<l to sccitrg this grrtcclitl
slx'r't (lc xgirin. but lirund no Pe()Ple Pnr('ti(ing Lri .hi. ln-

stead. thcre s'ere at lcast a hall-dozcn lxgqlrs sho hld
trrrnc lronr lhc p()\'inccs. 'lhc lmnsicn$ (:lt)te k) lh(r (ilv
sccking rr lx'ttcr lifc. hut rncrch lirun<l llrxrr SPJCI: ilt thc

t:rilr()xd st:rtt)n iN a nnkeslrili lr('rrc.
livcn lllc ()pen-xir nllrk(ls ilrc sttcctlntlling t() tht f()R'cs

of nrrxlcrniznion. I rcmcntlrr visiting one strt-h nltrket ncs_

tlc<l in:rn lllcy, fillctl \\'illl xnisls lntl t.rthcr vcnclrrs. 'lhe

enlirc nxlrkcl sccmc<l to lr presidccl otcr b1' rtn r tl <rii>lrr

wlrtre llcc kxrkccl likc thc lclthcr he $is fx)un(ling. N()$,

Irlisroven:<i tlutt thc rrurkct lt;rs since becn tunrtl into Sill'

Allcr', prrckcd $all-trrNlll uith lirrcign k)ttrisls.rnd lhl\silrn

erlrcl)rencrrrs lrtrving silk 'l\ cel) _llird lxlxcr shorts antl
(,thrr Vest(rn-stylc uarcs. lnstead ol l)ting grcled by lhc

urblrlcr. I rvas:tppr<xtrtc'd llt a tottng nun hltu'king cotrr

pact cliscs.

llur Chifil s lu\l li)r things utlrm tltxs not cnd thtre. ln
1t)1i6. hien(ls t(x)k rnc to thr secti()n of tlte (irclt wlll ;tt

Ilrdaling. ()n th( $'alk up to the *lll, uc p:tsst'tl I rulhcr

n'()th-calcn cantcl stralcgicllly plilced for intrcPid ()urists

$ho \\nnt(d to iurrrp on lir I lrlxrto op;-xlntlnil\'. lur. (l lncl

sr:rmc(l rD()re intcrrt (nr spilting ()n its nuny p:tsscrsby as

p:rssil e. ho*cvcr. On the triP hst nx)nth. rn1'lricnds ancl I

trckked to the s('clbn of the s'all il SinlrtJi----e)ipe( l ing a

sirnihr phrxo ()P8,nuflil). As uc lpproached thc u'itll, $e
silw $r'atchcs of brilliant rcd. Fnrnr lr distuncc. wc rnisl(nk

the colorful an'ly for some tylx rf flo*'cr. V'ltcn Nc g()t

closer. r'c tirtrncl tlrousands ()f rcd umbrellls st:rti()ned

akng thc tvall an<l the rlalkwal's lcading up t() it. vc (iis-

covcrecl tlut the unrl>rcllas were pxn ()[ a Christ(Flikc an

f,r()icel. $tleR'cech Jrnx>n *'as [o take onc umfrclla and

carry it as he or she walkccl up and down thc wlll, crcating

a "nx)tion paintinS. 'l'hc sPittiflg (:.lnrel s()meh{ )it' s('(ms a

tnorc realislic inugc of the Grcl Vlll's hisrory.

lirrnc rf the changes \ec notic(l wefc fx)sitive ()nc1i tIntil

l,rte 19ull, thc Gluncil's lleijing Ofhce was l(K"tcd in the Bci

irng tlotcl. Vten I visitcd in l9t(r. <rur ofhcc s'.lli housc<l in

ont, of Lhq rrorc d()ur *'cti()ns ()f this muki-s.rdi()ncd faciliB.

I elso recrll tlr.rt thc elcvatoni scrvi(ing lhc (:oun(ils Panicu-
lar s{ction had l rnincl o[ tltcir own, s{)nrctimcs st()ppin8 at

thc lkxrr indic:rted and s{nrtlimes n(r. And, evcry y'ear ot
l\\,o. we .r()uld r(eivc a noticc that $'ithin a q'c.ek u'e had

t() llt(,vc t() r ocw slilc [x.cause of rederrratin8"-ahh()ugh
tlrt, ncr+'ly 'rc{ct'or.rted" suitc'ahvays kmked very much likc

rhc ricl suite we lracl vircated. Hen<c. during lhe July ttip
when lhcn<Is announcr<l thal we wcre going t() Ihc ll'iiing
Il()tel for a drink, I exfx.ded lhe $nle xustere sunoundings.

tlfxln irriving at thc h()tel, I dixoveretl that yct another

se.ction had trct'n addc,cl to thc c()tuplex. hut that this sec'

tion was c(lLlippcd with glass c!nister elevdt()rs rising
thn)urlh a multi-storicd atdum dclivcring r'rs to n r(xr'-t()p

tcrrace ovcrlrxrking tltc Forhidclcn Cily. As il'c enio!'td
$at(hing thc sun sd ()vcr su(h a (()nrmanding s(cnc, it (x'
curKl to nre thal perhlps l0 yg.rn' betB'ecn tips is fir t(x)

kng. Aftcr slrnding thrce \{'(rks in the Middlc Kingcftrm, I

tonclu<lcd lh.lt cllange an Chinil mcrns evcry triP-{h( firil.
tl'rl: sc(r)nd, ()r thc tlrinl _sr'c()nd-is Jlwavs il oncc-in_a-lilc'

tirne cxpericncc.

-Rich 
Pcl?nan

Rich Petcmutt is lbc cbui.il's ntattdgetneil und budget
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SUCCESS IN CHINA REQUIRES GUIDANCE
AS MUCH AS PURPOSE

Just as ancient Chinese armies relied on the compass

cart for direction, companies venturing into China 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 130 years of experience in financing trade and

business between China and lhe rest of the world, we are

well prepared to provide you with professional and efficient

services. We have branches in major business cities like

Beijing, Tianjin, Qingdao, Shanghai, Shenzhen and Xiamen

to provide a wide range ofbanking services to our customers

in China. We also have representative offices in Dalian,

Guangzhou and Wuhan to update customers on the

constantly changing China market.

When you venture into the China market, you'd be well

advised to stay on track with a partner who can point you in

the right direction.

After all, the only way we'll succeed is by helping

you to do the same. For more information, please contact

HongkongBank China Services Limited at telephone: (852)

2822 2652, facsimile: (852) 2868 1646.
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M.rnl'.t HSBr Gnrut,

L
\i-
\_l
\l

\*- (

HonekongBank


