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Come and discover the "newness" ofthe Jing Guang New \florld. A newly renovated plush and cozier lobbp a

new elegant Champagne Bar with live band and a new casual cafe "The Sidewalk". Experience also, thc joy of
shopping at our new mini supermarker "Expressmart". Vith all these additional exciting facilities and
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TRENDS & ISSUES

Re(enl survcys by scveral organiza-
Iions :'uggcst that f<rrcign (rnll)ilnics-
ancl Ikrng K()ng rcsidcnts-gcne mlly irrc
optimistic alx)ut Hong Kongs lurure, dc'
.pit( ll)(,rr r'rrncems lhrLrt tlrt, territ{'r) s

.ltrly 1, 1997, tran$ition k) PR(i rulc. ln r
sun'et c()ndrrcted this spring I)y the lls-
Chinx llusiness C()uncil, 5u pcrccnt of lhc
9.i nrc,mber c()nrpanics survcyccl said
the), $'cre "sonre*tat (\)nceflrcd alx)ut
thc trdnsitk)ni 6.7 peftcnt said they nerc
"very concernrd;" antl 34.i1 percent said

lhcy $ere n<rl conccrned- Of thc rc-

sp()ndcnls $'h() cxPrcsscd somc degrcc
r'[ irrnccm lrlxrrrt Hong Kr)ngs lrunsiti(r').

th()ugh,66 pcrcent n()tc'd thxt these un-

cenrinties will n<x rlllct thc $'xy thcy
c()nduct their l)usiness.

Such senlirntnb xrc (chord in recrnt
survcys by the H()ng Kong chaptcrs of tl)c
Amcrican ancl llritish chamlrrs of corrr-

mcrcc, and by' the Hong Kong ]rade I)c-
vekprncnt Council (llK-l'l)C): rll threc rc-
port tllxl compxnies r.c confideot thil
Hong Kong will continue to bc rn impor-

tn
tanl l)usin..ss cenlcr in Asi..'lhc turcricxn
Clunrber ol C()mmcrce (Anlcham)s 1995

survcy rev!'xled tlxrt 9J perccnt of rcspon-

dcnts wcrc optimislic alx)ut thc busincss

envi()nnrent through the cnd ()f lhc (cn-

tury. Mosl of AmChlnr's rcspondents (91

Ix'r(ent) plan lo maint:lin or expand thcir
Hong Kong operxtions \\'ithin the ncxt
fcrr ycrrrs. lnrLe.l. Ort'r-lit Lyonnri:' Str'ttri-

tics Ash rcF)ficd tlut the t()p (d) c(xnpa-

nics in Hong K()ng rrc intcndinS to pk)w

S18 l)illion ink) prof^-ny and infiitstructurc
pr()iccts in the territ()r) in thc nexl few
ycars. The llritish (;humber of Conrmercc

sun'cy also rclxrncd that 9ll I'rcent of re-

sp()ndents clpectccl their ((nnpinirs to
mlintrin opcrations in llong Kong
throuSh 2000. Rouglrl)'50 pcrcenl sitid
thc) thought busincss conclitions \\rruld
stry the sa,rc. while .19 pcrcent expcded
husincs.s c()nclitions to impr(^'c.

'lhcse trcncls are cvident as *cll in thc
llKl'l)C survcy of 2,510 tmdc-rclatecl lncl
trrxnulrcturinS conrpxniL-s rvith lread<1uar-

tcrs or rcgional <fTiccs in Hong Kong,

Stoying Put Hong Kong

US Exporters Contend With Uncleor PRC Sofe! License Procedures
On('e ir pr()duct rcceivcs a safcty li-

ecnsc certificate li([r SACI. it lhcn rr)uril

curry l salcty lal>cl. to hc purchasc<l

fronr tlrc (lltin.r (irrnnroditv lnsl)(1li(,n
lJurc:ru. j\r(r,'t Chirrcsc s&rndrrds fi)r clt:c'
tr( )-rncchani( al proclucts (rrrcspond to
intcmilti{)nal safct}' stlndardsl howcr'cr.
itellrs thilt rcquirir liccnscs xs ()f l99f
totrlcl lr sLrbject to uclclitional standarcls

that hlve not yct lren ptrblished. llc-
c:luse Chinese officials llso hare 1'ct to
pul:lislt a sr't fec srltcrlult lirr obt.tinttrg
(cnificatcri li)r p(xlu(rs listed in thc Scc-

orttl (.atak rHlrr,. fi rrci8n cxfx rnt n rr. tnurn

unccrt:rin aln)ut thc c()sts itrv()lvcd in
(()nli )mling t() Clrinese stanthnls.

t lndeft\,ritcni l,Jh{)mlories (als() ktl(,\ ,n

:ls l:1.). a n)xii)r I S tcst rl ('()rp('rxli n.

h*l ln lgru:nrent u,ith SA(il to test prrxl-
r,rcts in the liinit Cxtalogue lirr subscqtrcnt

SA(:l ccnifi(irti(x- N() such grccmenl fi)r
thc Sccond Catalogue h:rs 1'ct hecn
rclclrcd, though ncgotiati(nrs rrc ()n8(F

inB. C()[lplnies wislrinl; to lrave thcir Sct'

onrl Cltirlrgue lrrrrht,'1. cunr6c.l rnttst rni-

tillc tesling prrrcdures wirh SA(ll di-
rectly. crcaring yet another llurdlc in this

Jx)t(ntixllv lcnghy pnress.
Vhal is ccrtain, howevcr, is thrt []S cx'

fx)ncrs r() (:hina <lf pr<xJr.rcts covertd by
lhc Scconcl Crtirl()guc fucc an uphill lxt-
lle. ChiDr's rclu(tancc to crrupcnte with
intcrnalion:rl tcsting rgcncics itntl thc
()pilque nrture <f thc cenincirtion pnre-
clures huvc lcft lirrcign cxJxrncn rvithout
a definitivr, frametork tr> plan lirr future
salcs k) Chinil. A standardizcd pnredr.rre

and lce schcdule wrul<i txnefit lxrth l'RC
(()nstrnl(rs rrnd l.S (xp()n('rs l)) r'trsuring

that qurlity prdlucls would lle avaihblc
(nr lhe (:hincsc nrarkel \\'ithin x rcilv)n-
:rl)lc trnre lranrc.

-Kiml7.rb Silwr
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*4rich f<rund tlut 92 perccnt plan to keep

lhcse ofli(cs in thc lerrilory afler -luly
1D7. More dun h l[ irnti(ipitc thxr llong
Kong n tll cxpcritnts,rrr,(l('rut( c(()nrrni(
xnd tftdt gr(:,s1h in thc n(xt fivc yeers.

firrrls engilged in lrade-rcletcd scrvices.

in(luding nlxrkeling and mrrkel rcscirrch.

lclvcrtising. and consr.rlting-espccialll'
those dealing wirl) lhc r)uinhnd-ap-
peared particulrrly hullish atxrut their
long-tenn pros;rcts in II()ng Kong.

As firr residents of Iftrng Kong, a rc-
ccnt p()ll o[ morc than 600 peoPlr b)
Ihptisr tlniversiry s llong K( )ng 'l ransilion
l)roject Iirund that.i(r pcrcent of lkrng
K()ng rcsidents \\'ere n()t conccrned
xlx)ut thc transili()n. Not lll Hong Kong

resiclenls rrre so c()nfidcnt. h(xvevcri 29

prrcent tusF)ndrd tlrat tllcy \\'ould leave

the territ()ry if their pcrsonal frectlorr
scrc tlrrertened xlirr lhc hrnd()t'cr. xnd
2.1 perccnl said thrt p()liticlll stxhility
uould bc'crucial 1() thef dccision t() stay.

-(.(;

SrLfcty licclrscs $ill l)c rc(luircd lix 20

irnp(,n(d l)r()(lu(l:' r overcrl lrr' (lltinr.
Se,<rrncl C:rtakrgrrc ()l Irrlp()n (l(ntrrtt(xli-

tirs Rcquiring Safctl' Inspcction rs ol
Ocr(rl)cr I, 1996. An()thcr l8 p()du.ts
covcrccl by thc Se<rrnd Calrl()gue nrusl

Ir lict nsc<l lry Octobcr l 1997. As of
this Oat()lrr. irnpons o[ r'lrious elerlrr
mcclunical pnxlucts. including pc'rsonal

c()nrl)!rlcrs, s\a,itchinS powcr strpplies.
vicleocasscltc recotdcrs. rrn<l othcr
housclrolcl applianccs, u'ill rcquirc sali\y
liccnscs. lnrp()ns rvilhout tlrc requisitc
sJti'r\ ruJrk urll lx lrrrnn<tl lr(,nr (.llrn:r

Js ()l' lhcir rcspccti\,r' dcadlincs unlcss
hnns ohain J one-y(!r (jxcorpti(m [()rn
lhc Stirt{j Adnrinistrlti()n ()[ Inlp()fl an(l
l.:\l)()n C()nrnr()dit) lnspccli()n (SA(il).

A(('()&ling to SA(ll offir'ials. thc cenilicr-
tirrn prrr'crlrrrc rn:ry tlrkc ar Irrtg as srx

rrn)fltlrs.'li) dirtc. no rrirjor lirrcign lirnrs
htvc rer'eiverl licen*'s frrr th()sc ()f llr(ir
I)rdju(ts listed in thc Second (lxl;ll()gue

Ktnberl.y silrcr ir- 4.\sNr,lr, dirucb|t'J'
h/srflc.$ rr,,[ r:r?r] ri(r'liclll ut lhc a't)uucil-



AAore Websites of lnterest
lnlcrnet-wxn(l( ring (lhina wxl('h('r's nLry fincl thc folkrwing u,'tbsitcs rvonltrr'hilc:

http//www.feer.cort/ -'l ic l,ur lttstL'n t llc (,i( )nt ic R(r'r(,ll' is n{)$ ()n linr.
()nc mLrst regislcr ti)r this sitc lrrrt. Iikc the hltrtl tr)Pl'. it is an cxccllcnt sorrrce ol'

A5ia-rclJtc(l ('rrrtunt (:\,cn$.ln(l lrusinrss ne,,'r.

http://cfi)mbs.anu.edu.aulwryryn'L4.slan,/Chlna.html-,4 l s l ft , l i. h t .\. t

li)iltl Litit\,nil);s cxr'cllcnt int['s ol' varior.ts (]lrir'tl-rclulc(l t()pics incltrrlcs tn p.rr

ti(Lrlxr Chincsr Lru. :rnd sccrrrily. un<l is a grxxl link n) rddit,onul n(t sitcs ti)r
othcr Asiln (()unlrics. including 'l il i\!rn Jnd VietnJnr.

http://lconovex.com/WEBAIICHOR/DEMOS/GATT.HTM-li rr tlrosc tirl-
!rrning (iA'l'l \1"I() issu(\. l(tDtott.\ (.i)tp. hus inrlcrccl rll tl)c l9i)r t ruBuil)

R{)und Agrccnl(nts, in.luding tlt( \\trr[j lrlrle ()rgJniT:ltion Agrccrn(nt UsinS

thc index, lrrrxvscrs cun sclrrclr lrl kc,v w(n(l in xny Unrgtr:rv Round AgrceD]!'ot

<krcuurent. lllrwsers llso can rkru'nloacl thc originrl 19 17 GA'l-l xgrc('nlcnl.
|ntlpt/ /cnd-ory/tai,tbati*/-lltL' litrr Fditua,* ,llo,tonal (,hittL'sc llisto4, l'it-

tutll l-ihratn 'itil l,5 t() 'tlrcilitxle cusY il(cess t() s()trracs of nr<xlern (lhintsc historical

inlirnnution ()n tlrc lnlernct." \rx elhlietcd \\irh tlrc.k)hn K. flirl)xnk (:cnter l.i-

lrflrq'lrt Illrnlrnl t nivcrsit,v. tlris site ollers c'<xtr'ist suntnritrics ()f Olli,rc\( lrist()n.
clt'nurgmphit s, lrnrl crrlttrre.

hftp://*ery.rand.orgl-RA N l). l orrior l-os Angclcs-basccl lllink lrnk, ofiA s

il((css lo (lllinil rclxted pul)li(.lti( )n\. strall il5 J rc(cI]t ptll)licxti()n rrn thc influencc

ol thc Chincsc rlrilitrn in PR(l lirrcign;xrlitr'.
http://www.worldt ankory/-'lltc V'orkl ll.t br silc enablcs hro*scrs to rtc-

acss inli)nnirti(nr (n cLrrrcnl \w()rl(l llilnk pr()jccts rrnd ptrblicili()ns.

hnp://members.aol.com./mehampton/chlnasec.html- l'lris sil!' is l su-

lrerb hub lirr ()ll)cruise hrrd-t()-fin(l sitcs ()n chincs( sccurity rrn<l rrtilitun r:*sur:'.
'lhc sitc elso olllrs links lo iDlp()n:rnt scholurlv jorrrnrls. such as /irt'tgti.'llitirs
|.t\d l, tt(nlali( D ktl .\t t oil-t.

-'ll.K and (;l I

Chino s Top Troders
't'he Ministry {)f Foreign 'l radc :rncl

[.:c()n(mric (ix)l^-(rli()n (NIOFII(:) lus
rcleased a list ()l China s t()p 5(X) tftd-
ing c(nnpanics aod t()p 2U) erp()ncrs
birsc'd on 1995 ycar-end salcs Iigures.
'lhe Chinx Nationll Chenricals lorport
encl Export (i)rp retxined first placc

among trerling companies frr;nr the
t'car belirre, $ ilh k)trl tr.rde ()f S9.5 l',il-

lion. and l'xc:rnrc tl)c curnln"s lurltcst

cxponer. 'Ihe Cl)inJ Nati()n:ll (lcrcirls,

Oil, encl lixxlstulls hnport:lnd [ixp()n
(i,rn. rn(l tltr' (.lrinu lJ:rtion.rl lirltnr-
(al Impofl und L:rpon (i)rp. rirnkcd
st'cond ancl lhird in lhe valuc ol'gtxxls
tnrcletl, respcctircly. lllOFTl.iC rcBrnccl
thxt rs nrxny as 2-1 conrpanies cath
claimed to havc increasecl thcir ln(lc
rrrlume bv nr)r( thirn Sl billi()n lxst

)'rxr, tlhilc.al6 c()nrpxnies lud knlll
trude exceecling Sl(x) milli()n.

Shonghoi On the Move

C()nstruction oI l0 stations f()r
Shanghai's second suhrr'ay line should
lx un<lcr u'lv by the cncl of thc ycar.

Thc nuw linc $'ill be ll.6 knr long and

will c()st rn estimalecl Y10.5 hillion
(Sl.-l hillion), inclucling $47J million in
forcign govcrnmcnt l()rns. 'lhe new
lin(,. utirlt uill run crst fr(,rn Jingansi
to Longckrng Road in l\rckrng, is xhed-
uled k) l)egin opemtin8 in 2(Xm....Per-

hJps nr)l s(x)n cn()trAh. il\ lllc (rly's
Puckrng New Area will bc short of
parking l:rcilitics. Thc rrcr uill require

roughl)',100.000 parking spaces in
20(X!-,:lr m()re than prcscntly avail-
al)le. Rccrntly completed builtlings lack

srrfficient plrking fa(ilirics rnd I'udong
officials worry that l)uildcrs will con-
tinue t() ign()rc the nr'ed t() prrvide iLd-

equatc parking facilitics in tlreir nrsh to
mcel the demrnd f()r olficc space.
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TETTER FROM THE PRESIDENT

ls There
Movement on WIO?

Politicol opportunities beckon,

but substonce still motters
Robert A. Kopp

I r. s. u,iD! t. \(.L t)ri,l.:rc\\ I)
n tlr( n(\l \(irr,rt ('lrirr.rr lrrr.l tr,

If ,,,,, rlrL \i,rU'li.rll. ( )rrlrnrzr-
I \ ir,,rr ,ri-ti lri trs rr,,r irrrl:,^.it,lc

'flr( (lrl('\lx,rr dl ( lltrttr'sr. r('cr)tn r,rlo

thc C.,\'l'1. rnrl Iutr:r ol'tlr(. l'R(ls x(c(\
si()n t(, tll( \\-l(). hls Iur'r'tl tlrc glrbul
lrilding .(nrnrrrnil!' lira neil \' l Ll((xdc.
(lhinu l)rcscntly ncgotill(':, (^cr \\"T() x('
c(\si{)n ()n lrvo lr:rcks: \\illl tlr(,$l-()
\\'()rkng l)lrt\ on (lhinu s ir(((rssi()n. J

ruirccl grtrup ol n:tlioos rltrcLrltrl ur't<l

lcss-tlttcl< 1tcl. lxrgc ln(l sn)rlli rn(l l)i-

Irtcr:rllI u'itlr int(.rcst((l \x' l ( ) n)cnll)crs
sLrch :rs thc I niiecl Strlcs. liLrftrpcrn
tini(nr (l:l ). unrl.llpan. rrs scll rs snrellcr-

cr'onr:nticr. Rr..rlisticallr'. (:llinir (xnn()l

cnler th( \\'l() \'ilhoul l's :rPDr(,r':tl ol'

tlrc lrcccssion lrnns. lxrt thr' lTnilc(l stllcs
i. tt,rt tlrr',,tth g.rt,. ktc J'r,. r ()tlrcr lriri,,
Ir,lrlirlJ.l p{,\\ rIs-.rtrtl rlrr cl,,ping
<r onr rrlit r :rr s'ell-lt:tlc .r r rtlrl s.rt rrt

Chint s pr()t()(1)l of ecccssion.

To tlatc. tlrt l)()silion ()l- th( t nitcd
Sl:rl(. (irn(l ,rl tlre El .rrrtl .l.rlr.rn. clL'sPite

peri()d,( llinls thrt o|rc or lhc ()tl)cr n)i8lrt

fllor rr rofter' anci cltrickcr dclrl uitlr
(.lrinJl Iliri' lrer'n llt.tt (llrrnu'.,rrrtssrr'n

pr(rtrxol rrrust b( (',rnrnt(r('i:rllv lcgrtr-
rnatc, slT lling orrt spccific (!nrnritfirents

to nrai()r chirngcs in Chincsc tftdr and in-

|estrnenl llc,luvior. \Virilc tlrc cxact rlc'lcl-

lines lilr thc cornpletion of cach refbnD

can l)e neg()tiatcd. the lxrttorn linc is thc
lercl oi tlctrrl: tlrc rrrrrld rnrrst kntrrr' in
ldvancc rvhat China plcclgcs to do to

nr:rkr. its trirclc :ln(l in!cslnl(11t rcgirrrr
\\ lr, (i,rll).rlilrl(. :rl(l Ir) slr(.rr rt

plr.<lgcs to <Ir ir. lhis upplics to rr Iurst ol'

conr'elns. inr'lrrtling l]llllk(l lr(!(r's lln(l
t;rrilli: nrli(rrrl lr(rtrltcnl lir- Ii)(ign linr)\
r)l)(r:rling in (-ltin;r ln(l lirrcign Prrxltttrr
trrtIrl rn t.lrin.r: lr.rrlinll flIlrt\ li,r lirrt rt
l1u\rnc\\r'\ ( , 

I , (' r l r I i r r l.l lr) (:lrin.l. ( linrir).r.

ti(,n ()l rcst,tli()ns :rnrl conclitions on tirr-
( rlrl in\'( {lr)r( nl irr (:lllrr.r: lr.rn.l).lI(1k\ i,)

,.r,,rr,'rrri, :rntj,rrrrtrrtr.r,'r;rl Jxrlrtrrtt.rkrrrg:
.rntl .t ntrrtther ol (,lll(r \(11 sl,((ili( l\-
strrs lclating l() I)({lr trr(lc lx-lrurir:r:rnrl
lhe (lll"lesc invcslr)lcnt cnvir )n,r(r11.

'lhc lusic Cllinesc p()siIi()n, cirrncstl\
.rrivix'.rlctl l)\ llr(' \lrni\lr\ ,)l' l'or(r].lr)
'l'rutle unrl [( r)ni'rlti( Cool)( r,rtri,n
(\l()l:flic). is tltut l:y signin.q (in it:' li)nDrl
a:rpllcitv lls an ohscn'cr") lhc lil.trl.lt(r\
I{oun(l lrinal Act rt lVrrrxkesh in l9t)r.
(lhin:r :rlrcadv hils lrcccl)l(d tht llr(len of
.ilra'ing ()ut the iirll r:rnge ()l;r$rcclrents

lncl rcrluircnrcnts tlut ell (iAfi nrcrrrltrs
lgrcc to--+h;rt is. \\'hcn (lhinx trccortrcs :r

Wlt) nrcmlxr. lintr)' ink) rhc V-l ( ) il :rn

early chte, \,lOFlll(; st)okcspcol)lc xrguc.

*ill prolicle tltr (lhinesc lcadership witlr
tltt irrrrirl. hrnJing intcrnltt,,n.rl,,lrlrg.r-
li{)n\ tt nt'ed} 1o lrnng:rlxrtrt lll(, nlx\\r\'(
structurrl refonns \('l() nreml,e,rship sill
require of Chinl.

'I lrrl lhc WT() (ltl n(,t hrin8 (:l)in:r in
l)y thc PRCS oun highll pul)licizcd nc-
grxi:rting deedlinc rf De-cemher Jl, l!t9-t
(dre last date l)t tthi(t x countn' c<ulcl

cnter \VTO as u founcling mcrttbcr ).

tlclr-ll ltlt rlctl, rcscnlnrrnl in thc l'll(i.
nluclr ()l it r'ortccnlnrlrcl ()n thc I S r(r( ir)

tlrc :rccr.'ssion I)r()(css Sincc ll)crr, (-hiDil

llrs ntutll il t1,.lrr thlrt it is lirl Iss ulclcr'tt

rl)()ul \("1() rrcnrhcrslriP llrJn il ()n(!,
$rs. 1x'rhuPs in rr((,gniti()n ol tlrc lirll
wci8ht ()l \\-l() ()hligrli(,rrs.

'll)( [ nrrc(l Stalcs, lin its pln. hus tricrl
r() rfli(\rli[( tlre lull nngt ()l t.ritcrix tllxl
(llrinu ur[rld l]lr\'(j l() rlr((l to gulllcr lirll
I S sul)lx)rt l()r l)R(l :r((('\si()n l(, tllc
\\1(). ln lrrc l$)i. l 5 rlir(l(,(}lli(irls prrr
rrrltrl t.lrrrr.r triIIr.r ''r,,.rtI rtt.rP ,,1 tlrt'rs
suls thirl lhc tlnilcd Slxtt]i c\pccls (lllinx

t,r .rrl,['r'.r irl .rrr\' .r(((Jllirlllc .r(i(\]i('r)
pr:trxrrl. Ar'corlint t{r l'S s()urccs, (lr
spilc initilll\ nculnl (rnrnlr(',rl\. thc Chi-

nrsc n(g(,tiir()rs luvc nr rn{).t,ccl vcn'llrr
t0tr.rrrl .r, rt'.sing lh(\( 5lx(ifi( p(,rnr\

l\,1cunrllrilc, u'hen lltt sul)jcct ()l

Cltitt:r . ,-'rttn rnl0 ll)('U-l() r,,rr)(\ trl) irl
(,rtt8r(,\\. lltr t.tlk r. .rlttt,'.t .llu.t\'\ (ltl-
cel. 'llrr' rxrts of cr rniarcrsionlt I conccrn
rure trrrriirltl, fitsl. tlrr unclsincr's in soo)(
nrinds tlr:ll (llrinl rvill lrccornc anollrer

Japi n. rcll)ing thc \v'l()-8uilrintecd
Itnefils ol tlrn,\Drera(xn nlxrkcts \\'hilc
nrJrnl:llnrng it\.x\n I,)nr(rlir r\r l),lrrr(,r.
()n ir vilricl\'()[ prctc\li': lnr.l sccrrnd, thc
irntili.rl rlt'.rrc .rl (:r,ngrr':\ t,, n):rint.lirl
and n)!rinrizc ils trilclc polic) l)rerog:r-
tivcs in tlr('ntvcr-cnrling ttrg ol_$,ar *'ith
the \1'l)ilc tk)usc-

V'ith rll this baggrgc. us $cll iLs tlrt
nxk\ [ S-(:lrinx p,rlrtit:rl rel.rtionrlrrP.intt'
19u9. lhc l)il.[cnl \\rl'O t:rlks l.)ct\,een the
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I nilc(l Sut(s and Clrina lltvc not nrovc<l

firruurcl rlccisirclr'. Chinas \XTO lrr<l rt-
nlains n)ircd lt the nrultilxter:rl lc\el ils
q,cll. Ihc r:lficill LIS positi()n is thrt (lllirlx
simply hxsn t ltcn able, or scr.'r'r fil. tr;

slep t() thc l)lxt( \r, ifi the kincl of concrelc
rcsp()nscs d):rt it I'lust ultinrltcly providc.
'lhc (lhincsc ncgoliaft)rs hitlr suitl nxrrc
Illxn ()na(, lhxt I S ()bslnr('ti()nisrl) ()n
V.IO ii' pirn of the hrger antl chrkcr ['S
schcnrt. lo ('()nLLia (lhinx

\\'h\'. Ihen. nrighl the ice ll(xrs l)c strfl-
ing to shili nol"1

Iiirst. tlrrre rrre signs lhat lhe trnitcd
Stites n()w lras the politicll \\'ill t() nrirkc

thc xnnuxl Most F vored Nxtkm/No Spc-

cixl 'l rcirtnlcnt ( MFN,/NS'l ) scranrblc a

rclir ol the P.lst 
'llle 2l'tGltl llous( \1)Ir

lhrr, u.rr I() ul\lx,l(l Chrn.l s NIF\ \5't .iX

nalccl 1() ):lnv iust ho\r futil( this :rnnurl
cxcrr'isc ltls ltcorne. Yoicrs frorn utlnt'
(lr.lllncrs irr( t:rlking ahoul rnoving Ire
\1)n(l lhc lrnnllxl crisis xnd lltte )pting t()

rc,r(lcr SllrN pennllnent f()r (lhinx.
'l hc (llinton A(lnlinistrati()n, n()rcovcr,

has lrintccl thrt it, t(x). rvould likc to rrrrvc
tlS p()li(y tosarci peonlne'nl trll'N [or
Chinir. rn in(rrrsinglv populur g(}rrl

\lllrin lll(' Anrcnr.rn l)u)ln('\:\ (r,0rI]runrl\

\liln\' Anrrricxrl ()bsen'ers hllrc p()intc(l
r,tll. rrl llun. lh,rl ('r)nUr(\\ir,n.rl ,rrlri,n
nl:lkinE \tlr\ perl]lxncnt [()r (.llinr, ir

t{}lrgh p()liti(:rl t:rsk unclcr rn}' cir(ur)l
sllrrtcr,s, rrotrltl he llrr morc lcasilrl( if
sLrpp()rt(](l lrt' e solid antl cornpclling
vrll) il(c(,ssi(nr rgrcemcnt.

Il\,rn lll()rr significlrnt, though. rlrc nu-

rltcrr:rrs signs o[ an tucrging L1)nscnsus

in h:th thc t s lnd Chinese g()\crnnlcnls

that :r goklcn r)r()nlcnl is lrt hlln(l I() inr(st
in I'r'ttt r I,rl.rtcr,tl r(l:rtii)nr 'l'l)( .\11r( fl-
.Jns ('.rll it 'sttttegic clialoguc, rtltd sug-

gcsl tll:rr il is rr nrxjor slep up fi(nr) lht]
once-vauntrcl comprehensilc cnglt1.1c-

n)(nl. 'lllc (lhinese hilvc n()t givcn lr

n.lI]rt' l(' llr(, rrc\' .rnd irnpror'(l rL,l.rlr,rrr

ship s,ith thc lTnited Stxtes. hr.n l)resiclcnt

.lirng ZcrDin has pennecl r l6-churilctcr
rrir\inl ()n tl)c sul)iect. sugl{eiting ruch
l.rrrLl.rlrk g, r:rl. :r\ "\.r (,'n[r(,Dl.rli,'Il.
li\\(I lri('lt,,rti'. ltnd ttt,,rs (,n,1)(r.rlr.,n.

'lhrrs l ncrl scenJri() l)egins I() a(nnc

int() \'ic\\'. (;()\'crnmenl-to'g(rYcntnlenl

n)( (1in$\ .lrc r rttrshrr x rming. .uttl tlrtrt i.
fl)uch (lis(usskm of reciproclrl stlltc visils

hy th( [:rrlt'r.,'f tlr, tw,, 
1.1, 

,\1 rnr]l( 11ls in

Ille nc\l l\\o years. \Xrhilc thc V'hilc
Ik)Lrsc e ll)hlrsizcs thxt no p()mises hx\(,

lxcn made to (iltinu on cithcr \\TO ac'
(cssi()n ()a peflu:lnenl i\ll"\, l)(xlr isstrgs

prcsen( fhemsclves ils thc t\\'() govern-

ments sun'cy the xrrils ()l p()tcnlirl l)ilxt'
efll pro8rcss.

'fhe biggcst unkn()wn, pcrhaps, is hon
fur Clrina s lcadersltip is prcpurcrl to g,-,-
luncl equally imn()rtJnt. hou muclr it is

lble to cleliver-in nrc({ing t's rnd othcr

trutlrng purlnc'r.' tl<.rrr'. lirr rltllnrtrvc
Chincse commitnrcnts ()n (rnrcs()h'ed rrx-
j()r vTO issucs. l'hc ncetls prescnted t()

the Chinesc bv thc Working Plrh chair-

oun ycars ag() l)y tllc.lxpxncst in r re-

crnt in:tlysis, l)y lllc Etl irr repeatccl pro-

n()uncenlents, ancl ol urtrrsr l)y thc llS
neg()tiato$-lnr()Lrnt to l call lirr rvrench

ing chrnges in (lhinus cc{)n(nnic. s()cial.

anci evcn politi<al stnl(ttlrcs.'li) \\t:lt ex-
Ient can intcrn.rl rcristilncc l() Ihc intro-
<h.rction of dec-1^-r unrl lustcr libcr:rliiartion
lrc minioriz(cl or rrrrt.rrnt'rl lrr Chin.r s

political lcaclcrsltipT An(l il tl)irt lcldership
is capublt' of inrposing u linrl p:rtkege on
(\'(n thE rrI \t rcLtrtlrtrt Lr.rr,..t u,.'r.rl i,. -in-

rlrstrill stronglrr:lcls, hor,r, nttrch crn that
package realisticxll) c()otrinl

Thc ncxt llrr nnnrths $ill probuhly [t'
e\l(l rnrPi,nJtl(. Littl,. trill lr' .:rrrl rlltnng
lhc LS electi(),1 cilnrpJign l)cri()d rl)out
i pr)\'ed ties \\ ith (:hinx, bLrt i[ the tsrr
sirlcs are to nrarch li;nar<l signilicrntll in

cxrh' lE)7. the hurrl *'ork ol clefining ar

cls ol agrccntcnt ilnd arx)Prruti()n nrust

l>cgin now.
As signs ()[ p()tenti:rl n)()vcment

cnrerge. tlS c(,Inpirlics will [:rce the
lrnrarl qrrestion: Sh()ul(l (-llinx cnter the

vTo R illl littlc funlrtr eckr. enrl little flr-
lhcr (letailed c()rDnlilnrcnt l() nrexningful

trrclc- uncl inveslnlenl-lil)etulizinF H()lls,
()n tl)c gr()und-\ lhxl accession itsell is thc
l)csl 8r.r:lrxnt()r of later progrcssi ()r
slrorrlcl (llriiru ncg()tilte-$ ith rhc Ihircd
Stalcs, .Jrprn, thc [iLl. and ()ther trx(linla
pu(ilcrs-l highly cletailecl list ()l (rrD-

|lrit|lr(,nt\ in .rrt.r .ttier lrr'.r tl]ilt tll(' rrlri,rr
tr:r(ling stxtcs h:lve itemize(l lnd d(-
nrantled srrhstlntir.e Chinesc rcsponscT

Tlr( t S-(:hinu Business (iruncil. in en

(fli'n t() (l({cnlrn( I \ hu\in(\s l)rioritic\
rrrth rtg.rrrl I{, ClrinJs \\"T(J .r< r (\\r, ,n.

s<xrn uill pr:ll its more than J00 n)c )hcr
c(,rrpJni(\ l'S lir,ri, Jr( likely to rictr
s(xnc ol'tlre (lucstions [r(nn difllrenl pcr-
{l)c('ti\1\: nrirny finrt. will lt.rrt n,, ric'u:
irl irll $ ithoul lirnher thinking entl consul-

lxlion. l1)tj tim( li)r rhrt thinking is. t() nr\
min(!. ill hxrld. Not$'ilhstxnding rll o[ tllc
tkrmtstic lncl intrrftttional p()liticul llct<)rs

tlrilt ilrpingc on lhe ncgotixlions. li)r lhc
t.!l(Dl((l .rn(l (l(1lk'.lted Arrlcrr(.ln n(F.'ti.l-
l()rs lhc intcrcsls :lnd (()nccrns ()f llla
lnlsin(ss a(xl1n)unit\' !re lhe c()rc (1)n(crni

tlrc rvlrolc ptrrlxrse of the cxcrcisc, xltcr
lll, is t<r pronlrte tlrc prospcrity ()f thc US

e('()n(nly in its lirll globll dirnenstrns.

It grrs *itlrout srYing tllirt il r Vil()
clcrl is tin;rllr rkrnc, lxxh bilatcrallv rnrl
nrultillrtenr llr . n()t c\,cn'()ne is going to lr
rltisfie(!. l}trl $'hrts nri$ Jlx)ul lllalT \()
n:rti()n ll:rs subscrilrd to intcrnrtion:rll1'
hirlding trrdc r!{rceilents. espcciully mul-
lil.lt(r:ll oncs, u,ithoLrl signifi(xnl heirfl-
lrrrrn. Nevcrtltcless, the cnrcrgc,n('c {)l-

(llrinir irs r n()rDrlrl wlo-linkcd t(r(ling
panncr s(xrn \\ill l)c $elrrrnte<l lar nrorc
thln it \ill lt nre<l-in the Iinite(l Stxt(s.

in CllinJ, Jo(l thr()ughout the trJ(ling
rrrrrlcl. i

CHINA BUSINESS UPDATE presents

an internotional conference on

Negotiating & Operating
An Automotive Venture in China

Time: October l7-18, 1996 Venue: Hyatt Regency Dearbom, Ml
Co-sponsor In assocition

cirr.r.r with

Fealuring Senior ExecUivesfrom China's "Big Three" Automakers
For more information or to receive a conference brochure, contact CBU at

Tel.: (413) 253-5477 Fax (413) 253-2'175
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FOCUS

n Ch NOS GrowthFue

Mork Buczek

vtr thc lrest li.u \'(;rrs.
cncrgl lncl In^\'cr g(n
crati()n nr.lrkcting c\c(-
rrtir'es ltlnc h:rrl lr rccrrr-

rcl,)t (lrc:llD llroul ,lrcr.'linu plrrl ol
(:llinx s incrcxsing xl)l)clil(. li)r en-
(.rgt'. 'lhe sLlrging nr;rrk(1 ti)r clcc-
tri(itt. oil. untl gls. rlrivcn lrv thc
(r)unln"s ll pl.-raeDt lttcntlllr illrrruxl
gnrrr'th rrtr. hlrs lLrretl nrrrrr'nrrrs in-

rlcpcnr.lcnt 1'xru e r <lcr'e lopcrs.
cquipnt('nt vcnckrrs, ln<l rt:rlLrr:rl re

s()Lr'('c a()nlpJnies t() thc (()untn"s

buntlrrct tlhlcs.
'lhe nrrorbcrs lrc rcntrrklrlrlc-

rntl lirlrrichble. Cllinx s cn( r!{y ('on-

strtnlttion ltls gt'()\\'u ill alll llvcrirg('
:rrrDrr:rl ralc ol 5 Jx'r'ccnt sin(( 1980

anrl cnc'rgv dcnrancl is lirrcclrsl lo
gro$ lrr' +.2 perccnt lrnntr:rllt'
rlrr()ui{h 2()10. ;rccording t(, tlre ln-
lcrnxlr()nirl Encr8v Ai{cn(\' (llrr\).
(ll)in:l s NliDistry ()l lll('(lri( I)()\\'cr
(Nl()lil,) hxs stxtc(l lllilt it l)lirns l()
in(rclrsc l{cnerltin}i clrPlrcitv tirxn
thc 1995 lcvel of roughly 2lt gi-
g:l\\'xlls ((;W) l().lln\rl .JO0 (i$'l)\'10(X). ,\(cor(linH l() trl()lll'.
()l Ih(, l)roi(.(tc(l -]()() (l\\' (,1 instrrlltrl t:rpucity lrn(l l. r lrilli(nr
kilrrven-lrours ( k\\'h ) in lrnDolrl cl(11ri(rtv genrr.rli()D in .l(I)o
ll8.(, (;\\ \\'ill crrrnt li()t]r tlrr.rnr:rl }^r'er plxnts. ()9 (i\\ lr(nI
lrvrlrrx'lcrtrir'porrcr.:rrrrl l.l (;\\ lfinD ntr(1c:rr l)Lrnls .{l lhis

t Mork Buczek is *re business monoger for Akzo Nobel's
Fluids & [ubriconh Group, o Dobbs Ferry, NY, firm thot
morkets speciolty fluids to the power industry in Chino, He

hos troveled extensively throughout Chino ond hos oulhoreJ
severol orticles on Chino's power industry.

' l4l)q .t,,nrN,t \/17111,lA .I\/'/,1\

rllc cslinutcd (r)sts. li)rcign linrncing will l)c ncc(le(l t() Illl
tltc grtl'r.

(-ltinr int(n(li' (r) pi(xul.( C(luil)rDenl lilr its gr'o\ing g^r'cr
gcncnlli()n rrt'crls lrrgcly lrorn tlorncstir' rrllllul'x( turcrs.
Ilrotrglr at lc:rst trrrr ol Ihc (r)urttn's r)t:rin lurl)in( nlunulil('tur-
crs. Slurnghri Iil(('lri( (:(nl). rn<l Harhin I)r)\\(r ll(luil)nr(nt
(i).. n(xv hxtc i()inl I)r()(lu(li()n aflangenrcnts rvillr ti)rcign
nlirnrrl:rctrrrt,rs. livcn il (n]ly;ll)()ut 2Gf,i lrrccnl ol lrnnu:rl
powcr gcr1cr'ltiorr r(luil)rr)c l orclcrs ovrr lh( nLrl liltrr )'rxrs
grrs to lirrcigrt srrpPlicr's. tlrc l)r<)jecled ntrrnlrcr ()l nru Plltnts
slroulcl rield signill(xnt ( )l)l)( )nun il tcs Ilrat lcs ollrtl counlrics
q ill lt ubl: rr lLttt lr.
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Foreign firms test the power
sector's investment climote os the demond for energy grows

rJte ()l c\plnsi()n, tll()ugll. (llrinxs
instullctl caparitr t'oukl still lx. lcss

then hrrlt ()f thc (rrrr(nl :60 (;\t-
gcoc(lting .lll)il(ilv in llrc lrnitcd
lil:llts. lhe c()L[]try s l()ngcr-trrnl

I)( )\\ cr gcnerirti{)n (ill)rrr'il\' ()l)jca-

li\'c\ xru equrll) lrttbiltrrts: rturrrci-
ing lr) llle (lhinu \;rtionlrl lllc<trir
l\^\'c[ l)csign Irrslilutc. (.lliru I)lxns
to hure rnstallccl (al)x(il\ ('l ir0
(;\ l)\ l0l0 an(l 8(X) (;\\' l)\' .10.10.

-llle IIi,A estrnrxl(s thut bcl$'ccn
l99J-20lll, Chin:r $ill lc.()unt li)r
20-25 perccnt ot thc rvorld s totll
in('rcmcntal encrgy dcnrancl irncl 50

1'rcr-<ent ol' tlle t()tll in('reirsc in
globlrl corl clenurncl. Sr.rrlr ntrrrrllcrs
illrrstratc that Chinl is unqucstion-
lrblv the qorl<ls l:rrgcst lxrs'cr lnrl
cncrgt merkct. li)r p()\\'cr grncflrl-
ing e(luipnlcnt ulone, :tnlLltsts cx-

Jx.<t (.hina s'ill ncc<l to invcst Sl0
Sl5 hillion 1x'r vc;rr <lrrring cuch ol
tl)c next l5 vexrs. As (k)l]l(sli( fi-
nlncing sotrrccs irrr (\pcclc(l t()

pror,iclc only ah()!rt ll0 l)crccnt ()l'
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rocus
The officiol word

1'hoLrgh some an.rl) sts (lrlrsli()n
*'hctlrrr llcijings pllns can bc met-
China arlclctl ()nly 55.1 (;VJ during thc
f:ighth lriv('Ycar Plen (I'Yl), l99l-95)-
Chinesc' olliriuls stclcllitstll, stick l() thcir
capacitl lntl pr(xlucli()n urgets. sh-rking
at:l nati()nal $()rkinE (()nferen(c ()n

power in llcijing last l)c(cmlrr, Ministcr
of Elcctric l)()wer Shi Dxzhcn sLltcd tlut
drrrrng rhr' ()rh n'P ( l()(x)-20U0). rlrtj in
,ltr'try plrns t,, h(,r)i,t hydr()elc(lric
power, c()ntinue to clt,velop therrnal
pos,er, xnd cxpancl nuclear po\\'cr rc-
s()ur(cs (J(t,p l6l. Atr',,rding l() lhc rnin-

istry's plan. rhe central govcrnment will
concentmte its funds on the development
,,I therrnul nr)wcr rn sl]:rnxi, SIrJanxi,

Henan, \'unn:ln. ancl Cuizhou pft)vinces,

Jnd in th( lnn(r 11()ng,)liJ Jnd Nin8xr:l

Ilui autonoNous regi()ns. To eliminatc
thc inefFicicncies associ:rted with lrans-
poning coxl for usc in fx)\\'er gcnerution,

therrnal fx)$cr plans *ill hc constnrcled
near c()al nincs and fx)ns. During the 9th
IYP, tlrc rrrnrhined pr(,(luclion (rl)il(ity
of mine-nror,rth plants is slated to reach

27 GV, rvhile the crpaciry of planrs k)-

catcd near fx)ns is sel ill 2{ GW.

Thc central governmcnl als() hxs se-

lectcd lirr construction during thc 9th
FYP 19 h)dr()po$er proiects rnd 6

pumping :rntl porvcr storage frcilities
along thc mitldle and upper rcachts of
thc Yell<rw River. thc lrxin tribut ries of
rhe Yangtzc River, and thc H()ngshui.
hncang. and Vt rivers. Vith constn('
ti(m ()f lllc lhree (iorgcs dem ancl hy
(lropower p()icct in tirll s$,ing, thc st:lte

Council hus taskcd thc rc.cntl),crc:lt(d
Chitu \xti()nal Itxvcr (i)q). Nillr l',uild-
ing a key prfl of thc'llrrce C().gcs pr()-

icctr a 9,1(X) knl,5(X) kil()v()lt (kv) 1runs-

rnissi()n linc ancl 2-r.75 milli()n kv
substrti()n.'lllis inlr\tment $'ill c()nrti('t
lhc CcntrJl (lhinr l)()\\'cr Nenvork $ith
tllc llxst (:hinr P()$cr Nelw()rk .rn(l lhe
Sichuxn l)r()\inci:ll I)o$'cr (;rid tl) tftrns!]lit
clcctri(it) fr(nn centCll (llrinl. \\icr(' thc
drm qill lrc ltretetl. to rhc ilstest'gr()u'
ing aegi(nts in the sorrtlt lrncl eest.

'fo expancl thc clcvck4rrncnt of power

resor.rrr'cs i|r (cntr:rl xnd $(stcrn (:hinil,

:ln(l 1,, I)n,!rlolc rr,rrl cl(\'lril'r('ittror) ,n

c(nlting f(lrrs. the g()\crnnrent intcD(ls l()
"enc()Lrrag( rncl gr,tidc litrgc Chincsc:tnd
li)rei!ln cntrrl)rises Incl cor'porations t<r

ln\.esl in thcsc xrr'J5. Jca()r(ling (() Slri.

Belween I 993 201 0,

Chino will occount for

2G25 percent of the

world s totol incrementol

energy demond.

The ministry's g(ul is to mikc clcct.icity
availatrlc to all counties nxti()rlwide by

rhe en<l of lhis ccnlury. At prcsent. 70

trlillion pcople in nrral areas havc no ac-

ccss t() electricity.
According to repons from Chin! s offi-

cial nc,ws agency, Xinhua, the StJte Plan-

ning (innnrisst)n (SI'C) expecls overall

encrgy prrxluction lhis year t() lx' 2 per-

cent grcater than in 1995. Electriciry gen-

er.rte(l, hoqever, is sct to incrcJsc 7 per-

cent over last ycar to over I trillion ks'h
in 199(r. Coal ()utput in 1995 rrached
nearly 1.3 billion tonnes and is ntx ex-
pecte<l kr increase significantly this ye"er;

crude oil pr<xluction is set to reach 150

milli()n tonnes hy the encl of this 1,ear;

ancl natural gas producti()n should hit
19.6 billk)n cu nr (.s.,(, p.10).

[)rspitc thesc increases. Chinesc offi-
ciels c<xrcede lhal rnerll sh()nxgcs $ill
persist, though rural shortlgcs slroulcl

crsc sorncwlr:rt u'ith the $ttrt-up ()f small-

scllc porver gencrirti()n fxcililics. Ir()r ex

irmplt'. the c()untry Jims this vcilr 1() de-

velop neerly 1.5 billk)n cu nr ol nrclhanc
gas lirr l<ral cncrgy nceds, to rcltl gener-

rting cxplcitv o[ ovcr 17 C\( tnrtr small

scale hvclroposcr stltions. iln(l to txl)
\\'in(l p()$'cr frrr u gcncnting tlrlltciq of
m()rc tllirn 63 mcgxu'llts (l\,{\1').

Topping inlo equiprnent needs

All ol rlrt-\c 11l,rn:' h.r\r lorcign firtrrs

knrxking on Chirus clrxrr. su((css in thc
Clrin,r ,n.lrket hlr: rrrlrtrrilrliz,.cl lirr crltilr
ntent vtncl<lrs thlrl ukc i krng'tcrnr strll-
cg1 lrl corrrbining rlirc<r salcs sitlt tcch-

nolrgy licensing ltr'tcl, in sor:re clrscs. ltx'ul
lr)rnu ['ir( tudnll. ()l greatest iotcrcst in thc
\(ru,n(l lr.rll ,,i li,).I, i\ (:lrin.r'. inrir.Ix,n
ti)r intcrnilionill hirls tirr tirtrrtccn -{)0

Nlw rurl)( )gencrxting units lirr tlre l hr,--r

C(n'gcs l)roiccl. tlrc rvorlcls lxrl(st lly(lft)-
rl(1lri( lx,\\cr I)r(,1((1. Rr(l(hrl,t .l().s\ In

nri(l- l)c('cmher. tlrough tltc tlrutllinc

pessecl in .luly for forcign c()mpxnies
sccking to lrtrl' the d<rrrntcnts necessary

to hid to sLrpply thc unrts. \\,hich are l()

strfl gener.lting F)w'er in 2(X).1.

Repo(cdly, xt lexst li)Lrr Sroups of ((nn-

plnics have sr.rbrnitted hicls to build thc

8(n(rJl(,rs lh( F.ncrs{rm.l( h (('n\onitltrl
front Russiar r (()nsonitrnr <onsisting o[
Asex tlrown llovcri AG ()[ Swiu-crlafld, the

llntish-French c(nnpany Cllc Alsthom. rncl

thc Norwcgirn fimr Kvaemer; l third c()n-

soniunl rhar consis$ of V()ith U.M.) Gmbtl,
Siemens AC. ancl General Fllectric of
Canada; ancl a.Japanese consonium of lli-
rachi, Ird., n)shiba Corp., Mitsubishi [:lc(-

lnc Corp.. Mitsuhishi Heaw Inclustries ltcl..

ITOCHTJ Corp.. and Mitsui & Co., Ltd.

I)rospe('ts l( 'r lT ids from Arncncan 6rms

nray be dim, h(,wever, sincc envifonmcn-
tal concems may keep lxxh the lUorld
tlank and the US Export-lmpon Ilxnk
(Ex-lm Bank) from pinicipating in the
project. vith()ut Ex-lm Brnk supfEn. LIs

lrrrnr may hnrl thcir bidr less c(,mpctitivc
than those tcndered by cons()nia of com-

panies from othcr countrics who are ablc
k) Lrp into g()vcmment-sponsored financ-

ing Ge The CBR, July-Autaust 1996, p.1).

Aprn frorn the Thrce (;()rBes pr)jc(I.
runy rxhcr opportunilies exist both with
:lnd without US governnlcnt suppon in
Chinl s pouer.((1or C(n(ral Elc(tnc
&). (GE). for example. hls completecl
dclls thirt togethcr will adcl ;rlxrLrt 1.9 G\(
of elcclric power to Chinx. InclLrding the

lirtcst orders. tllcre ilre n()\, n()rc than 60

g:ls turbines luscd on Gll tcchnology ind
ncarly 30 Gll steanr turbines installed or
on order li)r projects in Cl)inx.

'lhr Nrnt()nL Pov"'er Plant in.liangsu
I)ri,tinc(. \(llc(lulcr-l f,rr t,,rrrpletir:n in

ItI)9. i\ (,nc l)fi)ic(l lh.rl rs u\in8 squrp.
,]l(nl sorrr('((l lr()nt frrr(iFn supplicr..
O\r'ned hy (lhinr's largest publicly hel<l

p()\r'cr c(nlrpxn\', Huxncng lntcrnirti()nlrl
P()u,cr f)c\'(lopnrcnt C()rp., the Nrnt()n8
plent signed l $27,i milliort c()ntrxct witll
(lli. lJilbc()(k & Vilcox l\)wcr (iener:rti()n
(;()up. an(l Illack & vcatrh in l,lle -lunc
x, sul)pl\ turlrrD(,\. gencr:rtr:rs. un,.l r'ngi-

nccring lirr lh(' plinl. (lF: rcp<xetlly will
pnrvicle twr -'150 M\v stcxnr tLrrbine gcn-

crill(,rs iLnd firtrr' boiler {i'ccl-plrnrp tur-
l>incs; llalxrxk & Wilcox rvill suppll lurr
crnl fired lxrilers: qhilc llleck & VellrJt
l)rings enginccring an(l balance-()f-planl

cquipmenl ro the deal. Iluaneng r.rsecl

lirrcign rrrrnrtrertial lolns ls q'ell as t'S
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cxp()n credits t() finrnce thc Purchasc.
[Jrlicr in Junc. Iluaneng concludccl l
S2lf nlilli()n agRrnlcnt \vitll Sicnlens AG

:rnrl Mitsui Illhcock firr t$'o 350 N{v
crul firecl gcnerators to lrc installccl by
1998 dt lhc Nantr;ng plent.

Othrr GE (ontrlcts in (lhina include
()ne vrlucd ar rlr()ru thxn S9l million for
li)ur l\,1S9(X)lE gls turl)incs lnrl lirur lty-
dn rgr.n-crxrlcd gcncrirt()rs t( ) llt(. SI)rnghJi
lUuni( ipxl P()\\'cr Ilurctu s .l()0 MV'
Zllirl)t'i I'()\\'er l'lant. q'hich is srltcdulcrl
l() (-()nrc ()n linc hy the entl rrl thc yelr.
F(,r llt(, SUrllr,U (ir:tj,l:tl (.(rl.i( n(.f.tlt{)n
l)r^\'(r l)lint. I rr(\\' 16 l\'lv' liltilitr ncar

Shrnghiri. (ili is supplying two MS6(I)Ill
gxs trrrl)in(s:rn(l tl^r) eir-(rxr(d gcncm-

t,,r. rrntltr:r Sl- rrllllx,n (1'ntnrd. (,llin.r

Nirti()nxl A(( )- l-cchnologv Intlxrn & Iix

I){)rt (i)rp. ()l llciiinlt aw;r(lcd thc US Rnr)

;r $5tl nrillion contr:l(l t() sUpplv t\\'()
l\l5900lf: g:r\ turl)in(r gcncrxlors xn(l l
ll)0 lUV slcilnl trrrl)inc gcncrtl()r li)r x

JJO MW c(n|l)ined cyct. 1.llant in Wcn-
zlrou. Zlrtjiung l)r(^'in((,, tllxt is sclrrd-
!lc(l () l)c-gin ()l)crxting l)\'tlrc cntl rrl the

vcirr. (;!: also rcccitcrl :t SJ(r rrrillion rrrn-
lr:r(t lri)n).J lrn l|to\\n lrrrginr'crirrg,rl
Sr'otlancl. rt (ill l)usiness Jss()('i1rtc tl)xt
(urrentlv is lrrri[ling u ]5{) IVv, I)r)\\(,r

plant in Zhejiang l)rovince, ft) supl)ly t$o
MSg)0lll g s turl)ines and threc 9ti2 gcn-
cr.rt )r-'.i li)r this c(nnl)intd-c,vclc ph|rt.

Vhilc (ll has ftrrncl success tlrrotrgh
dirccl srrlcs. Vcstingh()usc lllcdri( (i)rp.
has uon lrusincss in China through cli,
r(r't ::rlt'. :r:. $tll us Irr setliDl.l l) t('tnt
vcnturcs. thc first ol $'hich \\'rs cslal)-
lislrcrl s itlr 5l):rnglliri l.l(.('lri( (i,rl). in
l98l (sr? p.2.i). In.lune. \vcstingh()Use
lnnour'tcccl lhc [()rnrill i()n ol'another
i()inl vcnlrlrs. Shilngll:li Advrn(c(l l){)\\'cr
Pr()jc(ls (i). Ltd., w1)icll u,ill tlcvck4r ancl

supl.)ly pouer gcncrati()n l)[()ic(tri
rhr( )ugh( )ut Asia. Westinghousc. \hiclr

Focusing on Ci I ond Gos
'l'lrough thrcc<1u:rners ol (iltint s cn-

ergy- nrcds are nrct by crul. <icmand frrr
oil urrcl gls in (lllin:l (()ntinu(s t() climl).
Ari l)(xlucli()n at oltlcr sells rlong tlrr-

c()untn s eastcfll r'oast is t;rpcring ofr.
Cl)ir).r s ( n('rg) (rli(iilL'.rr( (r,t)tinuinB.
rvilh lirreign c(x)pc[rtion, lh(,ir cll)fts t()

Itxutc and dcrclr4r ollslxrrc sites as $'ell
as rkrrncstic oil ltnd glts rcs()ur(cs in c(,n-

tnl lncl rvcslcrn (:l)inJ (-s<t, TrJc (,R4 July-
Auglsl ly),1. P.8).

lncrcosing relhnce on imporb...

l,ikc other large rrrr.rntrics. (lhinu txlh
expons ancl irlpons oil () ()vcr(r)rre thc
logistical and e(()n(rllic 1.lrrblcnrs of
trilnsp()ning d()rnqstic supplies. China
< ro.st.rl over tr: lrurrnre il nc( ()il im-
p()ncr in drc exrly 1990s. howcvcr. Ex-

ccpl fi)r 199,i. s hcn crudc inrJxrns t'ell 2l

[^-r('cnl I() l2.J million tonncs rs a rcsult
of ,iovcmnrr'nt rrrntrrrls. ehin:r's oil int-

lxrns huvc grosrr slcx(lily in rc( cnt vedrs.

ln lhc,irst fi\,c nronths (r'ly)(r. l,RC Cus-

Illrll\ \tJti\lr('\ in(ll('.rl( tlrJl (1urk, i)il inl-
p()ns r)* 5tl.l pcrccnt ()r'cr th( rrnlc [^--
ri{)d in 1995. l() lppr)xiotillch lt.ti million
tonncs. ln 19r5. r.rtrde oil itruons krtalccl
l-.1 rrrillir)n l()nncj,. iin jn( R:rs( ()f atl I

[^-r(cr1t o\'cr l(,x]r. In 199(], l)r ('()ntrxst.
(.hinJ imp()nu(l (nrl) 1.9 nrillxnr t(,nnc\.
.\l(,ln$'hilc. rTu<k. {)il cxports lr:rr,c I'ullcn
[r'rrn 2t rrtillirrn t()nnes in 199{) l() 18()
rDilli{)n l()nncs in IY)i.

(:lrnJ \ ()il i rp()fli llrc aorl)ing incrcas'
ingl! lrrrn thr llickilc Iiust: in thc first
Iirc rllonths ol l99(). .1.5 o)illion trrrnes ()l'

oil \\crc irttl:rrnccl lr(,rr th( r(gi(nr-il J()

lx'r'(cnl in(rl':rsc ()\'rr Ih(. siln)r prrirxl ll
t t.rr . rrrIr.'t. \lr,lrllc [.r.ttrn.r'urrtrrt.
no\\ .upPl\ rl()rc tl)l11 hull ()l tlrr l'lt(.'s
irnJ)()ncd ()il. .rnd (llliilil. likr, nrant otlrtr
.(\rntricr', i\ rrnlikcll to Lrse its clc1r.,n'

rlc.nce on trlidcllc Illstr..rn ()il lnv tinrc
sr x rn. lntlrrslrr':lnal!'\t\ (\tinlrl( tllrt
(.hinJ's innuirl ()il irrl)()ns (r,ul(l rc:l(h io
n)illi(m l()nn(,s ( I nrillron l}lrrrcls lx.rtl.rr)
lry Ihe lcur l([Xl, l()sr r)l it li(nr1 lhr i\li(l'
rllr l:rst. lt\'.1010. (:hi,rcse ()il irD,)(11\

corrld rclch llx) rnilli(fi k)nncs pcr lc.lr.
rn I rnilli()n hurrcls lrl rl:r1'. rcr.orcling to
tll(. lntcfilitirnr:rl lincrgy Ar.icr'r( )

...ond e{forts to boort docrcstic
production...

China pr<xJutc'd l.l9 million t()nncs ()f
()il in 1995. l\rriog lhe llrsl fir'e nronths
of 1996. thc (lhina \xli(nul Pc.rrolcunr
(;()rp. ((:NP(.) producccl 5t1.1) nrilli(,n
t()nncs ()f oil from onshort, oil Iiclds.
rlhile thc (ihinx Nati()rxl ()ll.shorc Oil
(l()rp. (CN()(Xi) irddc(l 5.j.t nlillii,rl
trxrnc:' liortt rrlllsltrlrc sourc(s. I]v the cncl
()l l(r(). (:Nl'(: Pllns to pnxlucc lJ9 nril-
lion lonnt.s ol crudc oil, rkrsn sliglrtlv
Iiorn hst rc:rr's l+o." nrillion t(rmes. ( )lT-

slrorc. thor.rgh. (;\()()C lx)Irs () in( r(ir:,(.
()il oLrtpr.rt cxrl\'50 lx'r(cnl to lJ nrillion
t()nnes. In.Junr., CNI,C l)rcsiclcnt Wang
'lx(, pr'()ic(1cd tllir (lhinx\ onshore rril

orrtPrrt srll r(,.r(ll .lrxl ollli,)n l,,nnc. in

lll( )c:lr..1(ll{)-il .13 Pertcnt intrr:rsc
{,v(r (Lrrrcnl lnnnxl ()ulpul. \XlrnB ra-

l)()nc(l thirt (:ltinJ sh()ul(l \till runk lllilr in

thc q()rld in oil pnxlurtion in l5 1'c".rn if
()utput rcnuins stxl)le in Ealsl Chinls x8-

ing, rnd lcss pr()ducti\,r, oil ficl(L-
\\1)i(h JC(([nt frrr ovcr l() perc(nt o[ the
counrv s t(rLrl ()utpul-rnd ncs oil hcltls
in \\'cstern (ihine arc dcvckrped.

...with frordgn Mp
Nonctlrcless. Bciiing cofltinucs t(, l)e

conccrnccl rlrout thc lvidening gap he-

twcen ()il consunlption rnd domrstic oil
prxluction, nol lcasl l^-caur,c, de nund is

unlikely to soften. lty 2010, -,apxtr's Min-
istry of lntcmationrl 'lrade and lndustry
lorecasts that China s annull pclr()lcutn
denrand qill havc riscrt to 3l{) nlillion
tonnes, 70 million t.,nnes grcrlcr th n
.lapen s trlal exped(d c()nsumpti()n xt that

tirnc. To li)stcr oil rrnrl gls expk>nrtron, the
Chintsc grvemrncnt lur ullru'crl billions
of dolhrs rv<nh ol f()rcign in\'(iinr(nt in
txxh on- und ofl.slrorr pnrjt-cls.

ln \\'cstcrn Chinl. thcsc cllirrts arc
shninlE l() pirv ()11. ln tllc Tadrl..lun8gar.
lncl 'IurPan'll:rnri l|:rrins in Xirrli;rng
[:\gur Aut()n()IL(]us Rcgion. ninc largc rril
and gas fields, each witll ()il rcscncs of
50-1{)0 rnillion tonncs. have l>ccn <listrrr-
rrcd (st,c, 7'bc C/Jll. .lanuarr -Ft,hrulrv
l()trr). I).rll \(,tllc ln([lstt)' : ulr{} c}tl-
nxttc XiniiJngs tot:rl rcrificcl oil rtscncs
k) l)e 1.9 l)illion l()nn(,s. Annuirl ()il I)r()-
dudi()n therc is cx;rderl () hit .15.9 nril-

lion lonncs br tlrc vclrr l(XI). r)rr)rs tlun
[\'i( ( rh(] r()tll ()utput in l!95.

(;Nl'(. l)l.rns t() ill\.cs( Jn rdditi(}nal $.1

billion ovcr thc n(xl fi\'r vclrni l() c\pl()rc,
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cstimates China s p()tential market for

fx)wer gcnerating cquipment a( $75 bil-
lion over the ncxt five years, invcsted
$I00 million f<>r a 15 pcrcent ownership
stake in Shenghai Aclvanced P()wcr P(F
ject.s C(). [-td.

othcr tirreign c()nlprnics. l(x). rrc hnd-

ing thcir nichcs in (lhinr's clc(rric po\1,er

nr:lrkel. A (ons()tliunl ()[ Canal(li!n c(xn-
pxnics, i,xlLrding lhllx(,(k.\ wilc()r In-
(lustrics l-Id.. Cxnidx-Chind I'ower In(..
ancl ()ntario Hydr() l nlrrnil t i()nxl. \\ill
tmnslcr ('lexn-(()al tcchnol<>g1 to u plant

in Zhciiill]g l)rovin(c. 'lhe cons()rliunr dc-
rignctl tlr(' tcthn,rLrgr lrirn\l( r prot(,'l

largc clcals must go through l lalx)rious
app()val p(,.-ess-. slo*-moving queue

through Beiiing-some inlcrnational
power proicct <ievekrpcn arc kxrking t<r

cut l)urexucrutic dclays bv punuing rela-

tilclv sm ll p()iccts. Such pnrjcrts tencl to
bc, e:rsier hr finlncc and rcquirc lrss timr
hel} ccn contract signing ancl rcluill snn-
up, thlrs incuring fc\\!'r intcrcsapuymenl
rorts rltrring t'on.trrr(lxln Snrlll(r pr(,i(clr
illv) Icn(l thenNclvcs scll to nurlular dc-
sigrt xn(l pr(x-Ll(cr))ent.

I k rtrstonJrascrl (loirslxl Corp.. lhrough
ils in(lcpcnddrt grNcr prorltrction suh-
sidierics. (irest:rl l)()\\'cr (i). xnd C(,llslxl

li-rr oil rLrrrl B:ls in pfinrri\ing ncs sitcs in
\\'csl(nr (.lrinir irnd in lhc Songli;ro pl:rin

rn tlrc rx'flllcllsl. lirrtign rril (r,nrl);lltics

uill hc inlitccl t() nrni(ipirlc irr <Lrclrp
ing thc.c onshorc licltls. A,.eor<ling to
(:\l'(.. (.1)u)u ltrts t rP:tntL'tl \rn().l.rreiHn

onsltorc oil (1x)l)cr.rti(nr t() ll pr()\,iflces

;lnd itul()n()tn()us rcgi()ns, c()!'cring l l()litl
area ol ne;trll 2.5 milli()n sr; knr The
('(nnpunl' hirs signc(l nx)re lhxn J0 ()il
(rrntrrcts lrnd ilgrccrncnls $()nh S5(X) nil-
lion rvith 2ft large oil conrpanies. inrlud-
ing Exx()n Corp.. TrxJCo Chinu Il.\'..
Agip s.p.A.. SunriknD() C()rp.. :rntl tilf Ily-
tlrrxrrhures (hine.

'lltc.ton ofl.rlrot. ltou'ert r. rt'tnrtins

rnurkicr. 1'hough (:N()OC lnd its ()thcr

panrlcrs in lllc CA(;l' ()perirl()rs (;r()up
(c()nsistirtll ()l CN()(x-. Agip, Cllcvr'()n
Ov(rscrs Pr{r()lcurn l.td.. xn(l lcxrc())
lur,c ltcn ()perutin8 trr'() offshorc fielcls

[rrr scler:rl vears. it \'.rs n()t until Junc
1995 th:rt Olrcvron slxnc(l drilling xt thc
mo ncwqst Huizhou oil fields. 'l hc ncw
fieldr incrc'ascd (-A(:T's t(,tal prrxlurtion
in thc Pclrl River Delta t() its currcnt
recorcl lcvcl ()f 17.1.12 mcric t()nncs. or
120.000 l)xrrcls. txr dry, .rnd gavc CACr
the disti,rction o[ hc'ing thc lxq{cst off-
shore oil producer in Clrinx. Anroc()
Corp. also stancd pumping ()il this sum-

mer al i$ l)iggest $itc in China, thc $650

millt)n Liuhua ll-t p(riect. 'l'll(' largest

forcign-financed oil pr<lcct in thc crrun-

try. Lilhux is l(xatcd l.l0 milcs s()utheJst

<>f Hong Kong in dlc S()uth Chim Sea.

Over the ncxt five yeurs. Chinx intends
ro invcst Y26 billi<n (S.J.l hilli()n) into
()flshorc prcx.ludion, including .140 nei\'
nells and ass(xixted suppon facilities.

thlt $rrultl cnlhlr (llrina t() il(llic\,e its

outprrt gxrls frrr l(X)i.'l-his pa\t sumnrer.

Clt,r'ron signecl l prrxlrrrtion-sluring con-

t[(1 \\itll CN(X)(: t() cxplore li)r nrlufirl
gils in J 2.()i) sq knr oft.shrxc tr.r(l in the

s()!rrh (lhin:l Se!. ln \iniinng. rxpcrtr.i
hrvc Irclted n(\\' Potenlixl gxs lirlds.
And r lxqtr gas lickl rvith pnrr cn rcscn,cs

of 5tl hillion cLr rr hxs bccn frruntl in thc
Selrti art-.t in n()flll$cst Chinil s Qinghili
Pro\in(e. In(lustry Jnxlysls illrti( ipltc llr3t

rhe St'lti fielcl. \,l hiclt could (onnin totxl
gas rcs()u(t's ()[ up k] 7(Nl billion cu nr.

c<xrlcl pr<xJuce I l)illi(,n cu nr annuallv lrv
2000.

As itr lhe oil scct()r, forcign finns xr(j
helping tap into China s pr()mising nat-

ul-Jl gls ru\(]rves. At lhe lxginning of this
year, for cxanrple, CNOOC xnd Atlanti(
Richficld Co. rcprL'scnlativcs, ak)ng with
PRC l'rcmicr U Peng. celehntcd the snn-
up ()f (lhini s largcst oflslx)rc endg:\' pro-

icrt, thc Yxcheng l-!l nanrtirl gas field in
thc Yinggehai krsin. Approxinutely 3.rr

billion cLr m 611 1clr. from estinrated re-

senes ()f 100 hillion cu m. r,ill flo$
througlr a .ill0-mile undcm'alcr pipeline
to p()wer generation facilities in Hong
Kong. Vith a fimr fix rold lxlh on- and

offshrre, frrreign finns are likely to find
China's ()il ancl gas pnrspr:cts bright for
years t() come. -a'hr* Ga.lom\hi

C:hris (;ttdonski is lrresidL.tI tl SIft e!!i[
.l'Id t Pd itU! Ittc-, 4 Ildrlsddl.,, N.\t tork'
lxt\L'tl t.tAvti|.tl t,(l .oi\ltlti,LJ) linu th.tl

ltultlrl,cs fhr. (lhin:r f.ncrg) R(p()fl. (,

,tk)ttIhl| lft\lalk't (nt |ha'lxntvr unt| ett-

?r,!l tntlt"k{ts il (,hitkl u d I ilttuutt.
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rvith $8.4 rnillkrn in rssistance from thc
Canadian Intcrnalionirl l)cvelopment
Agcncy. Thc circulatinS fluiciized-hecl
tcc hmrlogy, which reduces 90 percent ol
thc sulfur clioxide and 50 pcr(ent ()l tllc
nitrogen dioxiclc emissi()ns fronr coal-
frrctl ;xrser slxti()n:i. is schrcluled to h:
instellcd at the plant in Scptenrlxr.

Explon'ng $c op,lions

(.llnlls ilpl\'trlc flr1 grstr A(n('rrlir)n
cquipttlCnl is lcrnpcrc(|, iD pilrl. l))' :r

sh,,n;rHr ',1 irrprtrl ro lrril.l .rll thc pr,)t(\ts
tllrt l(rrl. pr()\'in.ill. ind (rnlrxl got'cm-

nlcnl ulh()riti(s srrulcl likc. Ilut lx'c:rusr'

'lcn 6elcls slrorrld g{) ink) ()pcrdti(nr io

lllc s()utll (-hinir scx xn(l ll()lui llx\'(lt,r'
ing this prrtrl.

looling for gos

l,t xd(lilir)n t{, ([f()rl:' l{) cxl)xnd
s()Lrrccs ()f cnr<le oil. Chinlr als() inlcn(ls
t() expl()it ilri p()tcntirl skrrc!' of rtlttur:rl

glrs ltis r'car. riGhorr' n:tluntl Slts otrt'
put uill hit J l)illi()n (1r or. l'i\ tinrcs l(.x)i

Pnrluctirrrr. lc(r)rding l(, (;\( X )( . 't (:rr:'

ol <lcvckrpnrtnt hy C\l'(i. $'ith s(nne

forcign :Nsislxnce. hart' prrrlurcd tlrrce
llrge-scrlc gas pr(xlucti()n arels in thc
c()untryi thc Shxanxi-(;ansu-Ningxiil rc'
gi()nr Xiniixng s 'lrrinl lJilsin: ilnd e stcm
Si(l r n l,()\'incc. In thc Sllrrnxi-Gunsu-
I'iingxil rcgion, (lhina ltas p()\'en k,tal
gas resen cs oi 2J0 billiort c\r m. An :l(l-
diti()nal 2(X) billion ctr rn in grs rcscrvcs

h;rrc been klrntified in cxstem Sichrun
l)r()r'ince. And in Xiniiang. t<tal gas rt-
scrves 3rc $lirnillcd xl 160 l)illi()n (u ,n.

Chincse energy officials lrc aimiig t()

rlouhlc, (llrin:r's girs p(xlu(tion cap:lcir,y

to 30 lrillion (u m by thc vcar 2fi15. xnd
(:NI'C rmlysts sl,v the ('()unlry likcly $ill
verify additbnal onshrrre gas resen es of
I trillion cu m by the cnd ()f thc (cntun.
'Ilris will lrring lhe cu,nulxlive t([al t() 2
trilli()n cu m. By then. the c()untry's 8as
pnxluclion capacit)' will havc grorvn ln-
()thcr l0 hilli()n cu m. $ith thc curnul{-
tive t()tal t()pping 25 billi()n cu m. And
CNPC proiccts llx\ pr()du('ti()n t() in-
crcasr to 6Gtl0 billion cu nr hy the yelr
2010.

Continuing explor.ltion n'uv ls.rd t() the
expansi()n of proten gls resen,es ancl

p(xluction c.lFr.lcity in dresc threc a('as



The Shondong Experiments
tn()st pft)spcr()us p()vinces rn(i lhasLs a

1'l.rnir.rrlarly ucll-dt rck 1xd lnrn\lx)nJtt)n
intrlstru<1ure. Thc 700 nc!ia\\'Jrt (i\t\fl)
llizhil() l\)wer l)llrnl. l() l)e c()nslructed
nexr thr (itv s spn$'ling l)()rt, will c()nsisi
('l t\\,) Sitl IlV unitr. ()nc ()l (:lttnr's
l\tsr(\l l)l)n\. ltzlt.rr rr rt rnail,r t(rrrlinu\
()f rril lincs that clclivcr raw n)xtcrixls
ru, h a. ro.rl rtnrl nt<tll orcs [r,rnt (]lrin.r r

intcri()r k) lx. loadcd (,nl() ships lx\rnd
lirr 1x,n. irr sorrtlr (lltin:r .rnd r^1r'c:rs

In Scl)tcnlbcr 1995, tl)c Gernllln liflr
Sienrcnr A(; un(l thr. lsr0cli ((,n)pxn1'

t nitc(l l)cvrl()pntnt lnr. {t-Dl) :ignctl r
financing agrtcnrent u ith a Chincse con-
soniunr lccl l)), (lhin.l l\)$cr ln\1.s1lllcnt
(i)rp. ((ll'l(:) to btril<l I crxl-lirerl lrlant
tirr tlrc Rizhao pr()irct. \\'h.n (icrrn:rn

Clrarrr'r,lkrr llclour K()hl |isitc(l (;lrirrr in

l:rtc l(I)5. he initialcrl an .lgr-(!nr!lrt sup-

porting ttre involvcn:cnt of (icrnrln
lxnks in thc Rizlu() dell. ()f thc 56.15

rttrllxrn tl)trtl pr,)l(\1 (('sts. )l5ll llrlli,n) is

in rhe li)nD ol crluitl lrckl lrv thc panici-
pants. shilc (lennanv s Krcditanstalt fiir
\i'irdcrauflxu (Kl\,J( ) antl Sp.in's lhn(()
CL-ntril llispln() (ll(lll) cach \vill lcnd
nrughll Sla5 rnilltrn. l'lrc rcrnrining Sll5
million rrill I)e finrnccd b\'! (-hincsc

l)rnk c()nsr)fliom lerl h1 ttrc l,coplc s

Constnrction llank ')[ 
(;llina. 'l'hc (;cnrun

IICA. Hernr(s. rvill prrl itlc risk insurun<e.

.r* sill th,., :pxni\h licA. ( (,orpxnrr
l'lspJi()lir dc ^Lgurrs clc Cridik) a h I:x-
p<>rtacir-rn ((.!:SCE). E\p()n credits ltc-
counl li)r tli pcr(enl. ;tnd cornm(r(ial

k,ttrs 15 Ix.(cit. of the lr{al credit pltk-
il8c. Ilquipnlcnl nill lt sourced frorn
(;cnnln) irnd Sl)ilin. Sienrcns s'ill lirnrish
lhc steim turl)inc gencfill()ni aod inslnr
tlcnllti(nt :rncl contro| c(luil)nlent. itn(l
li )i'lcr \\'llcclcr (i)q). s Sp:rnish suhsitliun'
rvill supplv the lxrii:r.

(,I'l(i is lhc lxrScst sharclloldcr in lhr
vcnturc. s'irh x f,7 pcr.cnt inlc,.-sl (s.i(l 5

rnill<rt). Frnncd in lq)5 $ith Js\ds sl)un

rrll lionr thc Ilinistr) {)f lileclric l\)ucr
(l\1()lil)), (lPl(: gcnefully |c<eivcs higlr
rnlrrks firrrn Iirrt,ign 1:irnncrs l)(.(ilu:,e it is

srlull .rnrl llcrilrlc. enr-l lus:r s'cll-tr:rinr.cl

strll. (-l']l(. ho s stakcs in ninc pl.int\,
rlx,llEh rr(,t .rll ,'l lh(. .rs\r1s rt lrrrlcls irr
tln'v Pl:tnt. lr.rrt lre(n tr.rrtsli rrrrl t,r rts

lxxrks. pcnding final agrct.rncnt lrr Iral
powcr offir ials :rnrl otlrt.r
l)ilrlicr, ()n irss(,f valuxli()n.
Arrnn)F (ll)lcs lroldinlls ir ir
:.i pcrc(]nl st:lk( in lhc l)x\':r
lJilY nUalex r l)lrnt. iUcxn"
\\l)ilc, (;l'l(:s intcmation:rl [i

n:lD('ing ilrnl, Olrina l)orver
lnt(jrnxti(xrrl lhrklings. LtLl .

is ilttcn)l)linB l() rJise lirnds
(nr thc ()vcrsclrs nttrk(l.

Sltrtndong fluilncng
l,()$ !r I)e\'cl()pnlc!'tt (i( )

(Slll'(l) holtls ir 2i.i pcr((nt
(S..ill.i rnillion) intrrcst in tlrc
Rizlu() proi(1. SIIPC :rn(l iL\

l)J rcnt. lluilncng Inlcrnr-
ti{)nlrl P()\\'cr l)crcl()J)rll(nt

(]nI).. are lxnlr Iislc(l (nl lllc Ncw Y()rk
St(xk !lx(1ungc. 'l'hree other Shanrlong
cntcrprisc\ caclr hold lr i.5 pcr(cr'lt
(Sll.25 rilltm) strke: tlrc Shrrxlong ln-
tc rtti()nal'l'nrst antl lovcslrncnt (i)rl).
(Sl'll(:, thc pfi)\,incial amr ()l Chinx Lrtcr
nJti(,nal Trusl itn(l Invcslntcnl C()q).). th(
Shunckrng lilcclric lk)\,!'cr C(,rp. (Slil,(,).

antl the Rizluo E(ont:rnic I)cvckrPrrrcnt
(:()q). Si( r(rs and tll)l circh o$'n 1.1.5

pcrccnt of rlrc sh:rrcs ($lti.7i rnilli rnt in
thc pft)icct.

l)crf()rnuncc risk----thc (h ncr thirl thc
pLrnt output is unal-rlc to rrrcet schcclulcd
sul'rplt. rr-.sulting in insu[hcicnt rcr.cnucs

l() pal l)x(k krans-is bcing shouldcrcrl
h)' SEI'C. 1'h(.projccl's lxxver purchrsc
Jllrcemcnt (PI,A) proYidcs lirr arhitnrtion

t2

rocus

Sincc llriiing hcgan rc-li8hrcning its
6st'ul lxk n\.o yexni ag(). high-cost pr(>

ic(1s sceking f()rcign invcstmcnt h:lvc
fart.tl clilli.'rrlt1 Sirining Stirt(. I,lunning
(inunission (sl'(:) xl)pr()\'Jl and havc not
h.cn lrble to crrrrnt ()n centrxl'ltrrl finxn-
t'i:rl srrpport. Lcntling on u limiled-rc-
r'()urs( or "pr()jccl fmancc l)lrsis is ()nr

lltcrutive. l) (-hinr has lT en skru-t<r
clcrelop stat intcmJri()nxl lcndcn con'
sirlcr prcre<lrisitcs [i)r thc (r)mplicxt(.(l
( ()ntrx( lLlrl llrftrngurncnts tlulI Lrndcrlie
projcr.t Iinlntt : u rvell-r.lcvckrpc'rl lcgal
slru(lurc. l tnlnsplrcnl rcgtrllt,4 slstcnt.
raulrrxntced arailallility' ol forcign cx'
chlngc, and sirtisl.lct()ry (lisl)u1(-res()lu

ri()n r)pri(rrs (.st(,1).22). \vith()ul srrch c(nr-
(lili()ns .rn(l rrithout thc ()ption ()[
g()\'crnnrcnl ()r ()thcr gu:rr-
Jnli(s lo lakc llreir plncc,
lirrcign Iinancing lirr sur.h
pr()icds h.1s l)ccn h:rrd to

Scvcr:tl l)r()spectiv(.
1'rou cr plant pr()iccts lhat
h;tt,c lxcn undcr nl,l1()tixti(nr

in lhc lxsl yc:rr illlcmpl i()
use ( relllive hnanr'ing stru<-

lrrrc\ l() (,\'r'ra(nn(, the (le6-

cictr(ies it1 Chinx s infrx-
st ructu rc in vcstment
conditir>ns. I'hc Rizhao ancl

I-iilo( hcog-llczq pr(rieds in
Shantiong Pnrin<c. as ncll
iN thc Zhuhiri P()\\'ct Pr()ic(I

io ( ruirlgd(nrg l)r()\,ince rnd l^nil)in Il Pr()"

jc(l in Crungxi Zhuang Autoltornous Rc'
gion, urc contrilutinS l() th( lx'ginrings r)l

il sound pr()icct-finrnce frlnrcrvork in
(lhinx and nuy pavc the wly frrr the prrr-

ti(ip i()n, in prni(ular. o[ nrore expofl
crcr.lil agcncies (f:CAs) and comnrcr(ial
lranks in this st.ctor. A lcxlk xt tlre detxils
o[ tlre fuzhao and l-iarrhcng invcslncnt
amtngcments ollers s()me insighls int() the
stxt( (, p()iecl finlncc in Cllina.

Bhzing the troil

It is n()t surprising thrt ShandonB
I)r()\'inec is honrc lo lq,o <f the four pr<>

grscd projcct-firunccd plants. virh thc
sccond-highcsl Ir(r (Jpitx in(r)mc in
Cltirta, Sltandong is ()nc o[ thc country's

-l
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under Gennan law in thc' event of pro[>
lerns, which likely reassured the Spanish

and German ECAs. Other risks werc ad-

dressed by comfort letters lhat were
given lo lendc'rs to assure them that the
risk were minimal. AccoKling to industry
obsErvc'ni. these letters covercd:

I Oftake rtsk To erlsure that drc single

grwer purchaser, io thi$ (ilsc thc Shan-

dong Po*er Bureau (SPB). would br:

able to "offtakc'-rnd pay for-thc
planls ()utput. KfV askcd frrr lt complcte
financirl review of Sl'[]'s lxx)ks. A lop
Vcstem xcc()unting firnr con<fi.rctcd thc
rcvierr', but assunrcd no lirll)ilit!- satisfi!,(i

with thc rcvicw. KfV/ and llCll nrovctl
ahead to supJxrn thc projcct

I Tadff revles, Thc tariff lirrnruh, 1x'r-
hlps th(' nx)st tlx)m), issu( in pr)iect li-
olnce. rrltinratcll dclernrincs a pft)jc(l s

r:llc of relurn. l,endcrs t('n(l lo lTe con-
(cn)((l \\,irl) (nsrlring a stuhlc t:rrif1 ovtr
lh( I^-ri(xl (r'lhc i()inl \r'nlurc. l\?ic:ilh'
xt lersl l0 \'('xN ln thc Rizlt;!r tust-. tltc
Sllrr)(kn}r (l( rnnn)ditics l'ri( c (i )nli()l llLr-

rsau *ill rcvicrv lhc cle(1ri( ilv txrilf ()n Jn

.rnnuul busis uml rcgrrt itr lintlings to lltt'
sl'(:.-li);r:,sulc KI\, lllJt il N0ul(l n()t

pr('ssrlr(' lll(' c{,rnntrrlilics Pricr' c()ntri}l
lrurc:ru lo rerlucc tlrc turill. tlrt Shurrrkrng

prrrvinci:rl gor crnnrent pror itl,.rl a lcttr'r'
rlltin.g lhxl ir \\rrul(l suPl)(fl th(' rcl).lI
rr(il ()l (l(l)t lnd sou .rll,rn the lrtr'
r(llr to rrr.rkc "lrl)Pr()l)ri:ll( .rdjrr.tnrent'
in rllc !l( (rri( il\ l;rrilT r;lte.

I Forcl8n cxchange Ilr(' \t.ltL' A(ll ri.
rr;lti{)n ()l l:x(lurng( (i)ntn, (S,\li(]):' i[r'
n(rLlll(c0r(fl1 in Iunc lhxl l{)r(i{n rli-
rlr.rngc uoultl lrc lrctlr urlil:Lblr trr

l(,rriiin cnr(rpris(|.i irs ()l .lul\ I Jllp:lrcntl\
(xlends l() tlelrl scn'icc l):r\'rn( ntr'. rrl]d
.lrrrLrl<l lrtll> cnsur( thxl tT,itnirhi pr)ht'
sill lx.rrrnr'enilrlc into lt;rrtl trrrrcntr'. ln
il l(rl(.r tr) t l\\' rlatctl prxrr lr) tlr( .lLrl\ I

.r n nr )un('rlllcnl. ]U()EPs Inl(1n.rti( ]rlll (i!
,,Jx r.lli.,n l)(1,:rrlrrrr'nl n,,l(11 tlr.rt .irr. r'
rllr l)r()i(r'r llx(l Sl)C ipl)r{)\irl, il \\()ul(l
lre ussrrml u((e\\ l() li)r(ign (xchJng(.
'll)( \l()lll' l(ll(r (lid ool (\)r)\Ulutc .t

gtrirrlnlr'(. rnrl inrltrstn ttlrsr'n(rs hrtve

in(licxtc(l tll$t llcrmcs :rn(l ( lis(-[ rrl')

proletl thc clrlrl lxsed orr a srllrralc lct

t(r finlr sAli(l thirt deJlt \\itll lirrcign-cr-
r hange ur:lilrrl;ilitt', c()nrcrlilrilil\'. rn(l
tr'.rnsler:rbilitr .

I Completlon risk 'l'ltc sltrut ltrrltlc ls

rugrcccl to Prrvidc c(nDplctt)rl risk guJr

shandong P()vincc may prove to be a

bener model for proiec't flnancc, though

the financial package hils yet to be ap
pruved by the ECAs involved. The prc>

icct involves four shareholders. China
Light & Power Co. (CLP), France's Elec-

triciti de France (EDF). SmC, and SEPC.

Thc prolecr, appn^,ed by Chin3's State
(i,uncil in March and design:rttd u pri-

ority proie(.t in thc Ninth Five-Year Plan,

involvcs a mix of cxpon crcclits and
c()mmercial trans. Comf<rn lctters pn>
rtltd hy SAEC. M()EP. rn(l lhe pro\ in-
cial govcrnmcnt rpparcntly include
nrrrc detlils than the letters pr()vi(lcd for
Rizhir() alx)ut lhc ()l)ligations of involvecl

P nies in thc cvcnl o[ proicct rlifhcultics
or disputcs.

'l-hr principrl tlil-fcrencc ltt\!ccn lhe
l-i:i()(te,rg lntl Rizluo invcstrncnl ttruc-
turss is thc lrvel ol panicipation un<l risk

th( ft)rci8rl sp()ns()rs lre (j\pcctcd l()
slrou lclcr r\ccortling to inttLtslrt'oh-
scn'crs. risk li)r llrii' pr()ic(1 lill lx llkr".
('.rt(\l Ilor(' t rt'ttl1 tlt.ttt li,r Hizlru,' in
$lrit'h SIIP(I b,:itrs .tll of rhe 1x'rfrrrnrtn(c
rirk. 'lltc l.iurxlrt ng slxrnsors llrt'c Pto-
p()\('(l cstrhlislling .r (1)ns()rtitrnt lll .tl-
\LlrD( lhc engin(cring. Pr(x\l(nr(,)t. Jnd
(r,l]slru(1i()r1 (\)nlrir(r()r r()l('. $itlr thc [rrr
(ign lrlrlncrs lroltling lt lclst :r 50 p(r-
((,nt shxrc in llr( r(nls()niunl. Ih( sl)()n-

.ors ltlitve sr.rch.r r'onvrflirrnt sill rtrrtkc

lcrtlers nrort, r'ornlirn:rlrlc rrilh tltc crrn-
\lr'rx'lton n\k. .l nr,rIn' ( r,rx'( r,l irl l)rr)i(11
lin:rnct'clc:rls

'Il)c Rirhx() unrl l.iluxlrr.ng ('u\(\ rrluv

\\'cll in(li.xrc rhJI l)r()i((r hn.rnc( i' cr'r

t.rinlr Prs;ihlc rn (lltin:r-:rl l(:r.l rn llr('
u calthicr lrgions. I'r'lnsltrriltg tltc
l(.s., rr. I(.rr1r(rl irr ir l)r'r*il\'r(nr\ ln1^in(i'
lik(.ShJn(l()nu rt,uLl Prlc rlifli Lrlt. luru-
(.r( r. .l\ irtr'(,\tttk,rtl r,,ttt[lt,,lt. trr .r tlrrir
ing (()Jrlrl rcqr()rr (lc\lt'filtc Iirr in,.tcusc-<l

l)r)\\'(r !{encrrrtinll t:rprrr'it\. h..rrs littlr rc-
:.,.ttrl,l,rncr' t(, llr( rr1\(:'lIll(nl (lirlr.ll(' in
Pr r,l1 r rrtl.rrtrl lrx.rk,.i.rrclt.l\ (,lt.rn).a\i.

Siclrrrun. antl (ilrinl'r nonhscst rr'giolts.
l lrr,r'c lxrs-t r nuls urc lcss ct.n;rtr.

l\ S.'frido i.\ tht,ttli,,l.t'lxlicr tllker
itl tlt( L'&ntn ic rl,.lrnt oJ lhc I 5 linl).$t.t
i,t lldiin!. (ho tb( lr.tsl .tr'.o'. ltL, hus./it-
tttstrl rtrt lhe.fitutrrcin! ef lxtuer lttl
( thu itii.t\lt1t. tut:.' lrniccl! il (.lti, ut -
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irntees to the lenderc, plus a l0 Percent
contingency cost overrun Suaranlee.
MOEP Minisrer Shi Dazhen sent a Ietter

to this effect to the German minister of
commerce, though this personal note
likely canied lcss weiSht than the other

official suppon le'tlers. On thc kcy is,suc

of political risk insurance. Kf!00 rppar-
cnrly asked CPIC that this bc included
along with the usual coveiJgc f<rr natural
(lisasters. It is not clear. howcver,
whether Kf\rV re('('ived assur.rncc oo thc

fx)liri(:rl risk.
()f courst'- n() ()nc kn(xvs fi)r sure how

hin<ling thc Rizha() letlers ultimately q,ill

prl,c to he. ()nc Chincsc (rficial work-
ing ()n thc firsl ()mciirlly san(1i()ncd huild,

olxrJlr. transfcr (llOD pik,t P()i('(l. thc
-()() i\nx'Ltil)in ll p(,c.t, hrs cxprcss(d
r'orr<-crn :rlxrrtt tlrc v;tlue trf th( Rizha()
(rnnli'n lctl(,rs ln(l((d. I'R(: r,ffici.rl:' in-
rrrlr,.(.; ;n ,'r" LlihiD pr()i('('t ilrc irtlL'rnpt-

ing t() nr;rkc \(nr(' t)frc ol pr-r1irnnlncc

luirr:lntcc prrn ()l lllc stlln(l.lr(l IX)_l'(kx-
r.llncnt:ltir)n s() Js l(, a\t)id lht ncctl to rt'
\r)fl ti! rinDftfl l(11(r. AI tls r(n,1, (.lrin;l'\

Prrlrlcm xttrlr'ting interD:llt)n.Ll ((mrnlcr-

ti:tl lirncl. ti)r it\ inliuslru(turc pr()lc('ts

hirrgcs on tll(' l:l(1 thrl th( (()unln'hrs
n()t \({ hird iln! cxpcricn(c rr'itlt ctrlirrcc-

nl(nl ()l tlrr lYl)c ()l c(nttlil(1:';tssrxilttcd
\rilh pr()it(t lin.rrrrr.'. inclrrtling I)l)A elul
lrrcl rrrpplr' rorrtr:tt'ts I'hc vuriotrr lctttrs
:r\\()(iJt((l \\ith tlte Rizhlro rlcal ;rltcnqrt
t() p(\'i(lc l.turtk. srth \rnrt( ussrrruncc.

slrr rfl r rf l sovt'r'cign guirr.lnl\'. lltart \\'ill rrl-

lr)\\ tllc l)r()j((1 lo grr lirr,lr'urtl. Slroulcl

rli\p{rtc\:rris( rnl.( tllc pr()j(1t i\ (tp ln(l
running. tlre proictt rlxrr.on ltrlx'tlret
(.llinx \ill h:rrc (rcJt((1. lrr tlttn, rt sulli'
cicrttll tcslcrl ltg;tl fruntcs',rlk antl rt

nl(n! lfansPilr( ol r(FUllllorJ' kgirnc.
'l'he rclilnct on tlrr-' high-ler cl ronner

li()r)s {)f lhe l'irrns inrrrlrt'tl .tntl unccr-

tlrint\'()\'(.r th( ttr(rrgth ()l th( (rx lifi l(t
l(.rr nr:lkc il .irrnrcwlrul lrnlikcl\ thlrt
l{ill)ir) u,ill lrcurrrtc rr s{rrrng rttrxlcl Iirr
llltur( pr{)i(\'t5. lJirl s()nlc .l\l)c(ls ()f
l.ai/ril() nlxv uell r'nrtrgc lts Jxrints o[ rcf-

t,n.nr'c firr (,tlrcr (lcJls. f()r ('xln)plc. lhc
a(((l)liln(( ol Ilizlt:ros sc(uritv l)rlcklt.qc
lrr llrr'(i(flr,lll lrrrrl Spurtr.lr Ir(..\\ i{.1
pr(,'((knt tlr.rt rotrhl lx .r \l:rrlrng JYrinl
lir[ rlltcr prolctr linxnce (r,ntr.l('ls

'flrc S2..] billion pr()iecl l() inrt:tll (():rl'

llrerl rrnits knxli,rg J.221) MW in tl)c cilics
.f liit()(lr(nI, Ilczt'. utt,.l Slriltcng in

-l'tul S.'lhokt



rocus
\l0uxi l\)wcr Ltd., opcnecl a new 40 M\v
p()wcr phnt, 10(/uxi Hurdi Gas Turl)inc
llle('tri(' I'r,r\cr C(,, in Jixng\u l)r,,!rn((.
last l)ecenrlrt,r. v.uxi lluxd:l ()perirtes lhc
plant, uhich wxs the 6r.ir j()int venturc ol'

its kind in thc provin(c. l-$,o Chi,rcsc
paflnr'rs sharc ownership wilh (i)ast:rl

Pr,\\(r tlrc (,hinJ N.rtionJl A(.("F:ngr c
Coqr: and the vuxi Ncw l-lncrg) lnvclil-
orenl (i)., \\'hich is ownecl ioinlly l)y two
locxt g()vcrnnrent cntilics. Thc \vuxi
P()wcr llllrclu agrccd l() purchlsc thc
plants PrlNer undcr a l5-1'clrr. _tlrkc-or'

px\" c()ntrxct. (;()xst:rl l,()\cr ol'trine<l li-
nul :rppnrval lirr the p(rjcct in M:l! 1995.

Constftr(1ion began irrrnrediatcly, ancl lry
micl-l)ctcultr thc 1'tlant h:rcl bcgun lull
(ir)rrll(r(i.rl r,PCrJlr,'t)\. IIrt. Itl:tnt. .rrtt-
ple (,\clc. dicsrl-firc(l l-lu (()(x) c(rnl)us-
li()n turl)in(,is uscci lirr "P(xking. {)r'gt.n-
crating cxlr.r electricity cluring high-usc

l)('ri,\1. A .t'.',rnd Plt.tsr' ,,t tlrc projcr t i:
plxon((l thrt (\)uld nxrr(.rlllrn d()ulr( thc
pllrnt s orrtptrt.

(i)lstll l)()ucr (ir. :rlso lirr:recl Srrzhotr
(i)lsl:rl (i)g(ncftlti(nr (i)., x j()int v(ntrrrc
\rillr \.lri us SLt/l),rU t)tU iirl\,t.,,rS,lnlzl.
ti(,n\. l{) l,uil(l rrn(l ()l)(,rirl( u -(r }l\\'Lrtil-
ir\ Jl])ut Jl] nrilrs s{)urlrrxsr ()l \\'u\i. 1-h(

Suzhott phnt l)cHllt] ()l)crutinr in Jul\. Iilr
lier tltis ycur', (i)xslrl l'()w(r signcd ;t llJ0

n)illi()n i()int'venlurc (1)ntr:ral \\'ith l\\() Ir)-

('xl prrln(r:. to hui[1. oNr. iln(l ()ptrlrt( J

=2 1l\\' l)()\\cr plirnt in \iniing (j,rsrrl
l,{)\\cr \\'ill l)tur lJo pe(\.nt ()l'thc.osl itn(l

Nanjing Powcr Generating Set Corp. tn(l
Nxniing City Zibei Powcr Plant will be rc-
sponsiblc for thc renraining invcstnlent.
The plant. s,ith a sinrple-(Jcle. diesel-firecl
gJs lurlrinc (ngine. ir st'hcclultd to lx'girr
pr(xlu(inll cledricity in l)c'ccml)er.

As (lorstal l)()wer (i).'s lllird plant in
liangsu P()vincc. lhe Nlniing pr()icct cn-
Jl)l(s tl)c (rn))p:ln\ to Jr'hicv( (i('r),tr)llric\

of scale in cver,.thing lnrrrr clevelqrrncnt
and constnrcli()n to ()pcnlti()n afld asscl

nltntgcnlcnt. According 1() contplny olfi-
<ials. (iustrls strategv in Clrina is to bc-
gin lrl clcrckping :.ercnrl .rnrrll pn,F,('ts

in thc cotrntry s nl()st l)r()spcr()Lls artrs.
'lte company cLrrrently is icg()Iixting d(-
t:rils lirr e nunrbcr of nrcdiun- ancl hrge-
s<'ele co:rl'firctl pnrjccts lncl is consicler

ing lc(Niring c:(isring plxnts.
rWhilc (i:ustul has lixlscrl oo tltc rc

gion irround Slunghti, Lnr(D C()rp. lns
l)uilt J Ii(, IIV U,rrcr l.rrilitt ()rr H.riI).rrr

Islunrl irr rirrtlr ChinJ lh(, Ifuinln Elcrrrrr.

I\)\\'cr (i). (llUl)CO) .rppr()\'(j(l rhc phnl
[irr crrrnnrcrr'ilrl {)peclti(x]. Un(ler the rerrns

of thc powcr purchrtu llgrccrtcnt sil{n(d
in 199.r. lllil'(lo agrcc(l l() l)ur(hlse tlo
\l\\' ol <onthinrtl c\,cl! p()ilcr [(rn lin
ron.:rr'trl lrr.rl lltc t:rcilil\"s rcol.lining ()ut'

put .rs nccd(d. Thc lirst tlS indcpen<lcnt

lx^\rr I)r,j((l rn CIriD.r. l':rrr,rl'. llilln,rn
phnt u:rs lrrorrglrt (ln line ()nll' It m(nrthr,

ilicr rl)pfi^'irl. Inrons initiill suc(ess \fitll
thc Hriorn proicrt enrblcrl il k) scll r i0
perccnl inlcr('sl in the lircilil)' tr) Singilp()re

It)wer I)TE l,td. earlier tlris ycrr.
Anotlter devcloper activc in China is

AES China Ccncmting C() Lrd. (AES (:hi-

Bcn), x suhsidixry of the AliS (i)rp. of thc
I nitt,d St:rtr.r. AIIS (:ltigcn rrls(, lrtgun its
(.1)rnir r(nlrrr(\ lltrr)uglt inv(sto)cnls in
scvci.rl snrall proiects. ln I)c(cml)er. AIjS
(.higen lin:rlizttl e j()int vrnture $ilh
Sichrran Fuling Aixi Po\r,cr (ir. l,td. (Ful

ing AL\r ) Ii, ( i lnslnl!'t Jntl , rl)cr.rte .r min(-
Dx)uth. c().rl-llcd l:rcility rvith nct gcncrat-

ing (-rpircity of .i5 MV' in lrulinla Counr\',
\r(lru.ln l'ntln(( Fulrrrg Airr I).rfln(.r:' in
(lude AliS (-higcn xod Si(huxn FulinB
llJD\r (i,llrcr) rn .rlfrlr.rt( r,, tll( Vi r\ln
ol (irel lntltrstry. AES (llligcn (()nnnitte(l

to luml up lo S27 6 nrilli()n fi)r tlrr Fuling

t)r,)Fd llrB,uglt .l (rn lnn. r,rl ,)[ rquit\'.
c()nlribulc(l ()\cr lhc a()ursc ()l ('()nstnr('

li()n. Jnd l():lns, t() l)c nrrr(l( up(nr c(rrrplc-
lk)n ol thc lx(iliN in 1991J.

AIS Clligcns crrl\' su(-('css uith snrull

l)fi)iccts hl\ l)r()pcllecl thc rrrrtrpant'to cr
pand lnrrr rts tirrrr (lhinl l)t'oicds in ()l\.r-

xli()n ()r (lnrslnr(li()n in (ilrh l(.)(.X) \\'ith l
nr( cirpilcilv ol 149 JVI\V. ln tht,sPring, tlrc
(1)rnpxn)'il|n()unc(l thirl il llxd irr:rng(,ci

scyr:rrrlc hnlrncing I()r l\\'() 25O \1U'(r)ill
lirccl pllnts. r)nc u.h in \irhrr. Anllri
I)r()r'inac, lrn(l .Jil()zuo. Il(niln I)[(^incc.
AtiS Clrigcn s l)xflncrs in thc. Wuhu prrr
jrtt rrc \\'ulru lincrg\ | )(\'(,1{ )l)Dlen I (,r).
AnhLri l.i\tlirn Ijlc.tri( l)()\\(r l)c!clol)'
nl(nt (i).. .ln(l (ilrtu l\)\vcr Inlcrnxti(nr;tl
lkrlclings. Ltrl ol ll()ng K()ng. 'l'h( lirsl
t[1il ()f ll]e \vullLr pr()jc(t is srlrcrluletl trr

.(nnc ()n lin( lrr thc cnrl rrl tlris velr. url
lhc se(()n(l unir l)\' nri(l- 199-. ln ll)(.
.lrx()zu() l)l:rnt. x nrine-r)x)utlt li^\'cr p11)-

ir'(1. thc lirsl lli IIU unit \rill l)c(\)nlt
()l)c.1lti()nirl in nli(l 1997 .m(l tl)c src(D(l
unit nill lrr on linc thc lirlklring vcer

l,toving hager proiech forvyord

\lhilc <LrlIr1l'rs hurr' lrt'cn <1r.rick to
cslablislr srrucsstirl trxck ((()r(ls (level-

rrPing snllrll .lrr(l clcn |r((liu,ll sizc(i plr,,

I((l\. r)r.rn\ :lr( (.tlrtri,uslv r,l)li lt\ (

rrlxxrt the prosgx,cts lirr rrr()r irrg tonrertl
l.lrllcr l)t(ric('t\ tllJt \\'()ul(l hlrvc e srrlr-

slunli;rl iml)lcl on (ihinlr's lx)wcr gen(j r-

ti()n. AIIS (:lrig(.n. firr r:xunrPlr. lLrs u kr-
tal ol ninc Projcrts untler rlc|elopnrcnt
lllxl. (nrc(, ()l)cr:rti()nxl. rrt)trlcl lTring thc
\'inrlpiln\ \ lnr!rt( p(,\\( r (lli,rt\ rn CIInJ
t,, lol'(, Ill,r .1.1 (;\U 

^1.\ 
( lliAUn .

l: l-(\t l),',i((l trnrlr,r tlt,rthrPrl]t.nt in
(:lrin.r rr IIr( \l () l)illir',r ..: l(rl t[\\ llrills

Establishing Operations in China?
Join Motorola, AT&T. Coca Cola, PP()^ and others. and invest
at TEDA (Tianjin Econonric Developnrent Area). Located 80
miles east of Beijing. 30 miles tiom downtown Tianjin, at the
Xingang Port (China's 2nd largest). China's prernier econonric
development area: the China State Council has awarded TIiDA
thc top position among all its economic development z()ncs. The
land cost is still cornpetitive, and the area ot'ters a widc range ol
labor rnd technical personnel. as well as a highly developed intia-
structure. The leadership of the area has been key in obtaining
rapid approval flonr the Central Governrnr:nt fbr large projects.
For companies in the high tech, automotive. chemical and tbod
industriesl TEDA is the answer. For more info call. TEDA
America, Inc. (a wholly owned subsidiary of TEDA) in New
Yrrk at: 212-490-TLDA (8332) or fax us at 212-490-l]352.
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mouth Yangcheng p()iect in Shanxi, in
whi(h it ()wns 25 p(]r(cnt. AIIS Chigcn

rcfp(cdly \lill commit $t19 million carly
nexl year as itri equity investnrent in the
proiec'r, *,hich will transfcr clectricity to

Jiangsu P()vince ovcr a 460-lnilc high-
voltage line. C()nstruc'ti()n has suncd on
the proiecfs first phase, which (r)nsists

of trlo 600 M\fl coal-fircd unils. ALS Chi-

gen s partners include N()nh China Elec-

ln( P()wcr Gn)up C()rp.. Ji ngsu Pft)vincc
lnvestment (i)rp.. Shanxi Ele.lric linergy
Enterprise Co., Shanxi P()vincial Power

Co., and the Jiangsu Powcr C().

In late May, rhe SPC and the State

Council approved a nlultiple powcr-
planr pnrject in Shan<krng Provincc k)tal-
ing 3.2 (;'V in capacity (.,ic? p.12). The
projcct. which will include installati()n of
three c()al-fircd units in Lia()cheng.
Heze, xnd Shihcng. will be panly on'ned
by t\\'() internati()nal dcvek)pcrs-29..1
percenr by (lllinl Lighl (t Power (i).
(CLP) and 19.(r percent hy Elcctricit€ de
Frtncc (f:t)l'). Trv() (;lrinesc entitics-
Shancftlng lllectric I'o\er Co. ancl Shan-

d()ng Intemlli()nirl 'lrust xri(l Investtncnl

Corp.----t()gether rvill hold a 5l pcr(cnl
maiority stake.

EDF, Hong Kong-brst'd New world ln-
frastru<rure co.. and lntcmrtt)nal ccncr-
aling Co. also \r'ere selc('td in June lirr
thc sh()n list of bitldcrs thrl tJ(ijing is

considering for the I-:ribin ll pr()ic(1, ir

700 l\Iw huild. ('prr.rtc, tr.lnsli'r pnricrt in

the Guangxi Zhuang Aul()n(nn()us Re"

gion. Bidding tor thc projcd, u'hich will
c()sr bcrErcn $60(!$80() milli()n. ck)s(s in

Drcember end construclion t'ould lxgin
in early 1997.

Adopirng to the mo*et

The numerous recent dcals. ilncl the
pace of new appnrvals, slrggcst th:lt nrany

of the obstacles lhal lud hindered intcr-
flatk)nal p()wer dcvekrprrs inv()lvcnlcnl
in China mi,v lt clclring. l'()r inst:rncc.

the r0Uing Group, n suhsidixn of Vestern

Rcsources Inc., a large IIs utilitv .(xrr-
prnv. reccnllv rcceived approval o[ ils
prc'feasibilin study l<rr r cornbinc'tl<1cle
Iiqueficd n:rttrnrl E:rr' (L\C) pfi'F(1 lh:rl il
plens to devclop xl()n!l (.hinr's (().lst. l'he

Y'ing Group considen" LN(l plants xn xt-

trxclivc investnrent. since thcse plants

tend to have lo*'er construction costs.

Such plants llrc pollute less-an imlxrr-
txnt consider.rtk)n given the high sulfur

cmis.sbfti in the Jiangsu region.

If hureaucratic delays diminish. and in-
ternati()nill dcvelopers. hanks. and ex-
p<lrt credit xgencics are successful in
stnrcluring the kind of financing neces-

sary t() shephcrd l.lrge tnnsacti()ns f()r-

warcl, many new opp()nunities wilhin
thc p(,wer sect()r may ()pcn up in
China- <'ertainly the numbers sLll{gest

that the energy scctor in China ()ffers

greilt p(rtential. To take advirntagc ()f thal
potential, the \Wing Group s colnpany
rcprescnlalive Stuart Kirk cauti()ns thirt
intcrnati()nnl developers and equipment
vcndors uill nrx <>nly require financial

rcumcn and technology appropriatc to
mrrkct ()nditi()ns. but qill ncecl to have

a long-ternr ()utkx)k rnd apprtuch the
nmrkct u'ith x flexiblc investflrcnt str:rt-
('gy. we se(' China mlking lccomnxxle-
lions. irnd rvc lre making accommrxla-
ti()ns. \Vc :lre optin stic...aher rll. (:hinir

necds rllc clc(lricity - R

Yrur powertul Business Panners in China are the

Ramada Hotqls in Wuhan and Qingdao. Because in

true Ramuda tradition. every facility at our hotels is

built around lhe needs ol'busy business travellers like
you. Thoughtful efllcicnt service. superb hospitality
and well-equippcd business centres to help you meet

dcadlines or prepare for meetings. And now there is

our Business Partnership programme, s unique
package of privileges and savings specially tailortd
to mak€ it easi€r for you to do business, lt makes

great busioess sense. To find out more. or reserve a

room just call lhe hotels directly. or the numbers

below.

a

I

FOR RESERVATIONS PLEASE CALL : RAMADA CHINA HoTELS,

HONC KONC SALES AND RESERVATIONS OFFICE,

TEL : (1i52) 2733 019tt FAX | (852) 236? ll68
USA: I 8(x) tJ54 7854

RAMADA
(HINA H()TE LS,l,rl'Frn r';

Ranrada Ilolcl. Wuhan: 9 TaibeiYi Lu. Hankou.
Wuhirn. Huhci Province. 430015 PRC.

Telr (ltG27) 57ti 7968 ljux: (86-27) 578 9l7ll5{t0l5tjl
Runrada Hotel. Qingdao:39 Shandong Road,

QinSduo, Sh.rndonS Province. 266071 PRC.
Tcl: (l{6-5.31) 5{l I 4688 ljax: (66-5-12) 583 6777

RAMADA CHINA H(),IELS: \vUHAN. QINGDA(). SHI-INDE (oPENIN(i Iq97). BEIJING (OPENING I997)
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I Richord P. Suttmeier ond Pebr C. Evons

Chino
Goes
Nucleor

I Richord P. Sultmeier is professor of
politicol science ond director of fuion
studies ol the University of Oregon.
Peier C. Evons is o doctorol condidoc
ol lhe Mossochuselts lnstitute of
Technology. Moieriol for this orticle is
drqwn from o proiect on risk monoge-
ment in Chino which hos been suppo+
ed by gronts hom the Notionol Science
Foundotion ond the Olfice of Reseorch

ond Sponsored Progroms ot lhe
Universiry of Or€on.

F in,. l(r-(). ll)( n),n( tlr.rn Jtttt. ttrt

\ .rrqrl, ,t'.' ,* , ,1 tlrc t.lrrntst orrrk.rr
I in(hr.ln lrr\,( sr.r'rr tlr(ir rli'\i,nl

V .tt.,,,g" lr.rrr,n( tlrirr \\'r\ rri l\'r
cent !nilitan rclatccl to rxrc th:rt lras lx'
\,nnr lirrFL'l\ rrvrlrrrn. ll\, l9rrS. (rt'rlrxrt.
()riented l)r()du(ti()n lr((r)unteJ Ii)r 80

P( r(( nl ,)[ lh( (:hin(.( nrrt'['.rr inrhrstn'.
outptrt valtrc.

l)uring thc Nintl] |ivc'\'(rr I'Lln (liYI'.

lqX-2(x)()), (;lrin.l is k) r'\l)ln(l its nrrt lc:rr

power pr()lifurD r:rpi(lly, lllr()Lrr.ih ir)rp()ns

of lirreiglr erluiprncrrt unrl tcclrnokrgy rs
rvcll ls incrclsccl rtlilutt'c on rkrrttcsticllll'
prrdtrr'ctl ctluipntcnl. fltis expxnsi(nr $ill
.r,.1,.1 rrtrrtlt ttctr[,.1. n,,tr Ix'llutrrU (l((1Il.
clrl gcntrlting cxp:r(it\ lrl thc nrlrrgrn-
nttclelr 1'xrrtcr tttrrrntlt' ltcurttnts iirr ortlt
rlx)trt I Irc(rnl ()l (.1)inir's k)tlll (rle(rri(rl
gr'ttt rutirtB r ulr.rr rtv. 'l lrc crPurr.i, ,rr ul., , r'
intsn.l(.1 u, (1llr.lrrt'( ([ rrr( \tir' l(\ lrrr,,l(,!r
ell cul[rhilitv s{) tll;ll thc (]hir)('st nucl(Jr
industn rc(luircr, [,ss inr|nrrtrtl (.(luil)ll)(,rrt

,rnJ trr'nttt:tlh','.rn lx\rnl)('.r \r )rrrl)(1rtr\ ('

rrportcr rrl nutlc;rr Jrr,rrr,r plunts rrrrl
c(luil),renl

Tll( l)r()i((1((l r[.rr.'krlrnl(nt oI tlrt (ihi

Irt.'r.,'ililr.tn lrrtt.rr Prr,gr'.rrrr lrr'ilts rrrt,r

slrerl.l tirrrs llrc tr;rnplt.x [x)lili(rl. (rnu'
nrerci:tl. :tnd cnvitorrrrtcntltl (lLr(sli()ns

sp:rNncd bl tlhinlr's rrxrrlc|niz:rtion.'l lrr'

gr',,stlt,,! t Itin.t. ltt,lL'rrr' rxhr.trt .llr,r rs

cn(()u[r1.liDl] Asi.rrl (()untri(s, tirt \\ll(nrl
nur'lrlrr l)o\r'r i iln ir(rcllsinll\ illllirr
ti!'r (nrrgv ol)ti()n. l() (r x )l)(.r:r1(. r )n lc(h-
noIrgicul clcr t'l,rPrr]( nl xnd lir( l r]cl('

n)ltnx8erncnt. tlut tlle (.(rd N'.lr'crli p()li
(irs that currenll)' dcfinc thc l s stilnce
l()$:rrd (.hints nuclc'ar inclrrstn havc' lcli
Anrcrican c(nnpanies llrrgclv rxrt ol the
nrarkct to suppll' cquipn)ent untl cxpr-
lis. t() Clrin:r. \X ith tlrc pnrjtrrctl r:r1ren-
j,xnr ol (:hrn.l'\ nrrrl.irr Progr:rnr :rn,l rn.

r'rcesing forcign in\ ()lrenlcnl. tllc
((rllinuilli()n of currctl liS lnrlit). crukl
siclclinc thc []nitcd Statcs 1r,rnr:rncntlv rs
l (-()nstruLtive firrcc in (lhinl s nrrtlelrr
clcvrkrpnrcnt, t() tlre detrinrent ()l sirlily
lnrl environnrcnlal-us rvcll as politk'ul
lrnd c r xlrnrerr'ill----<rrnsi(lclill i( ns.

l.lo longer o dreom

CiviliJn nuclcar fx)$cr is n()\' x rclrlitY

in (ihinll. Qinsl n, tlre c<luntry's first nu-

r'lclr Sxru'er plant. bcgan (rlntmert-ixl ()p-

(.nrli n\ on lltc (1u\l (,l Zll(.iiJng 1,fi)\ln(c
in eirrh l99l. In Fcbnraq. l9r).r. thc first
(Ix) nrcga\\'atl (I \') unit of the l):rv:r ll:rr'
ntrclclrr st:rtion in Guing(l()ng l)r(^ina(j
l)(,ll:tn ,,1)(,r.lting. \'itlr tlrc s(r',rnrl rrnit
(\r))ir1g ()n line thrce nnnlllls ltl(rr. Al
tltoLrgh thcsc plants harc n()t 1)pcrxlc(l
uitlurrrt nnrlTlcnrs. their pcrfirnnlncc hls
cnllrrugcd tlre Chinrsc nrrclclrr inrlrrsln
l() prcss:lhcJd \\'ith rig()r()us pllrns krr the

corling clcclclcs. W()rk is n{^\ Lrntlcr'll:r1
.n tlr( Qrr\lrJ,) 2 pl.rrrt. slrr, lr sill rn-
( lu(l( t\\() (lX) N4W ggnerilting unirs.

Iht'rtlt I-ll'Lulls li'r tlrt (on\tnr(lx,n
ol' scveral new nr.rclrar pl:rnts \\ ilh lr t()llll
c;rPucitt ol r,100 MN' (.r{,nlxl)). 'llrcse

incltrdc the nc\\'unils xt Qinslun 2, to lt
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rocus
pr()(lu.cd using d(nrlcsli(. technol()gy:
l\\() l.(X)0 lllv frcnch unils al Lin8a(),

n(.irr I)iry:l B:ry. rrltrr..rl irl $2.|lJ hilli()n:
11!1) Russixn WER 1,00{) M\v plxnts (cle-

signe(l l)y the Atonrcnerg()p()yekt Insti

lute in sl. Pctcrsl)urB) JI Wxf:rn8di.ln.
Lironing I'rovinccl rnd l\\'() 700 N'l\v
()nirdian CANI)Il read()rs. xls() :lt Qin-
slrirn. 'l'hcre havc lx-en rcfx)n.\ of other

J){:ssihlt, nrrclelr phnl (1)nr{nr.li()n cm)ns
oulsi(lc of the State plan, xs wealthy bul

B)wet-starved provinces such as Jiangsu
ilnd Sh:rnd()ng hegin to consider the nu-

cl(lr ()pli()n.

'lhis c\prnsi()n of dtc nuclcar pnrgranr

tluring thc 9lh FYP is lrut a prclude t<:

rlhrt is cxpccted lo l)c r lrxicck)ry ()f

evcn trslcr gr()wth iiftcr,l(xx). Though
l()ng-tcrnr pr()jections of ntrclclrr power
cxprcity in an!'country nrust l)c ap-
pr<xchcd l'ith ll dL'gree i)f skepticrsm.
Zha() Renk i, \'icc chilifl)un ()[ (]hinx Nr-
li()nxl Nucleirr Corp. (CNN(;. lirnrcrll the
\4rni:,1ry r,f the Nur.lerr ln(lulrD I. Jnli(i
pxtcs China will h:rve 15,000-17,000 Mv
of installecl nuclear c:lpacity by 2010.

J0,(Xn-40,000 MW by 2020. and will be

<apable of reaching 150.(In N'lW ()f oper-

rling .rplcit) bv 205{). Alth(\rgh it hrs
Itcn cirsicr li)r China () irnn()uncc pl:lns

lirr nrulcur phnts dran to frncl thc luncls

to 1'111, lirr thcm. this may ltc chirnginl{ as

China's wcaltlr increascs ancl n1()r( ti)t-
cign vcndors c(nne t() Chinr bcaring at-

tr':r(livc fi nitn(ing prckagcs.
()n s(\'cr:ll tionts. the casc lirr ar't'clcr

xlc(! (lcvcl()pmcnt .)f lhc PR(: flu(lcJr
fx)!\,er scct()r is rr sl()ng ()nc. l)espilr the

rupi(l cxprrnsi()n ()f non-nuclcar rleclrical
gcner:lting .rpacity (Chin.r now has the
\\,()rl(l s third-lrrgest instillcd c:lpa(ity)
nd inrpr(ssive Fains in energv c()nscnx-

Chino's Existi ond Plonned Civilion Nucleor Power Plonh ond Focilities
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@ Under conrhuction
\ .rlirntdr.rrr. L|:l(,rrng ll, 

^ 
rn((

()rnrlr.rn -l rn(l l. Zlktirns l\(^nx(
L rIx(). 1iuxn!(l(nU l)r^ rn((.

0 Prospective siler
1l.r\.1l]!. \l .rr)rl,n,,r lrr(( In!(
lr.rr\ unll.L,r-. lr.'rrr{r l'r, 

^ 
Lrx(

\.r rrx'r) /1tr't1.u i.r l'r, 
^ 

In .
I l, rL.r rr I:Itr.,,r l'!,^,rtr.
\.Irlti.rrr. L,r.rrrll\r I)r, \ ir\('
ll.rrr.rn I.l.rrr,tr.rr, r', \ (it1.rr1rn(!lr
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'Lr. 
( i.llr\r l\, 

^ 
fir( (

O Piprp€cliv! wost! rtorogc rita
t nr,'r(ti. \rniixnS
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ti()n ()vcr thc plrit (lcca(ltl, (lhina {ill c()n

tinuc t() luvc an enornxrus need for elcc

tricxl power. As of lD4, lirr example. dc-
nlxnd still ()utstriPPed supply by 20

pcrccnt. Denrxnd lirr clcttricity is cspe-

ri:rlly inten:'c' in thc' r:tprtlly grosing
(()ilsbl regi()ns tlrat xrc lllr fronr the rcla-

tivclv al>undlnt rcsenes ()l'c()al in n()nh-
rm China and luvc linrited hydropxr*er
p()tcntixl. Funher, wlrilc China has abun
dlnl coal rcscrves, tllc (()st ()l transp()n-

ing lucl to co:rstll lxrwerr plents is high:

rrrul sltipnrents .tlrr.rrll' t:rk< rrp ;1pl)r()xi-

malely i0 per(cnt ()l-(:l)inx s ruil(rad ca-
plrcitv. Thc (()untry's unniunl rcs()urces.

nrt,.rnttlrrle. coukl t,u.rl) ftrr.l :r gn,sing
nuclcar p(rgran $'rll int() tllc 2lst .en-
tury. And, as a result of its wcafx)ns prF
gllrrn, Chinil hus lxrth the tcchnology and

lhc hurnrn res()uR(,s t() suPPon an cx

Pandcd cililian nucl('ilr p()wcr indusrry.
Nuclear porver is cvcn nrorc appraling

k) (lhina s planners rvlrcn llrel'*eigh tht'
cnvironnrental conscqucnces of othcr

I).,$'cr s.)ur('('\. (inrrl)Jr(\l lo scriotr\ Jir
pollutir:n prohlcnrs <uusccl by hyclr<rar-
bon cornbustion, lncl thc potcntial firr'

cnvir()nnlentll c!cgrlclltion lr()m ncw
lurgc sc:rlc, ltydropou'cr clarns. nuclcar
p()\\'cr :rppcxrs considcrrlrly more bc-
nir{n. Chinx s fossil lircl usc is alreacly a
nrljor llctor in gkrbal sarming calcula-
ti()ns. l[ the c()Lrnlry's cc()n(nlly ind en-

crgy cL:mancl (()ntinur t() gr()w xt thcir

l)rcscnt rates, (lhinir's iorl)x(l on glllxl
:rlDr,'sPlr(ric (r)ri\si(,n\ i\ cxPC(l(J l() in-

crcase dranraticulll. Iia(h 1.000 Nl\V in
ncu'nuclcrr capacitv tlrrt displaccs a

r'o:rl-lircd p()\\'cr plxnt could rcducc
(lhi,ra s p()tcntirl cllrb()n cnrissi()ns b)'
lotrghlv three rlilli()n 1()nnes pcr ycxr. If
(il)inr's nuclear plants uccount firr 5 pcr
ccnt ol lotll cnergy (()nsuorption l)y
2{)20- xlx)Lrl 125 nrillion ()nncs in cirrl})n
c,rrissi()ns t'or.tlcl lrc lvrritlcrl. or the
ultrivulenl o[ Fltnccs crtrrcnl tolal an-

nuxl axrtx)n crnissi()rrs.

I )ilrnpc,ning tllc crttltusixsrl tirr nuclcar

Jlrrrcr, oI c()ursc. .rrc tllc lligh initixl
(()sls lhlrl nlxkc nrl(lclr l)()wcr c()st-cfli\'
li\r (lnl) ()\'rr tl)c l()ngcr teror. lln)sc rc-

'P,rrr.ilrh [,'r A( nt'r,rlrnil ( l(\ lri( il] rn
(llriDr rre thcrslirrt' rlrr)rc trntllivc :rlx)Lrl

lh( nual!:lr ()pti()n. in liglrt ol tlrc crxt trn
((fl.rintics lr:'s()(i:rt('(l uitlt thc Lrng rrrn'
\l l(llt)n lin)(: :l11(l I(,nl- I).1)-l):l(k Ir(fl-
orls tv1-ricll ol' nLr<lt'ur p()\\'cr pl.lnt
('( )nstnlali( )n.

A blc d tuo proirtr
l'hotrgh Chinesc clcctric grwer olhcials

ttncl to tIrunPlrry tltr. ;xrssilrility th:rt :t sig-

nillcxnt poni()n of Chinas electricity gen

crxti()n (-an lt shiliccl t() nuclcilr powcr
pl:rnls, tlrr sizahlc nuclcar plants-Day:t
li.r) :ln(l Qin\lrJn-lrc ulrcrtlr opcr.rtiol.l

in (.hinl. Tlre nrrr plents lr:le quitc difli'r'
enl hisl()rics. Bl llr tlrc largcr investrnenl

o[ tlrc turr. lhe Sl rnilli(m l)r]'a ltxy pro-
jcrt is ou,ncd by thc (;uilng&)ng Nuclexr

l)()wer.l()int Vcnturc (i). Lld. CNN(i s

(;uxngdong Nuclexr l\)\r,cr Invcstmcnt
(irrp. holG thc rrntnrlling slrare (15 per
('cnl) in ll)c !enlur(. lhc rcrnJining shares

lrc olx'ned hy thc Ikrng K(nrg NuclL-xr

l'.)$1.r lnvrslntsn( (irrp. $lrx1t tn lurn. rr,

trrntrrrlltd lrl llong Kong-li:trrl Clrirr:r

l,ighL .\ l'ower C(). ln r(ldition to thc
l'rcnch br.:ilt rclrctors, l)iryl llily also
lxlr.t. thc lurgcsl nuclelr Plrnt turhinc.
,.rcr rtrr,lt l) (;li(: (, Ilrit:lin I)uring il.
llrst l5 \eers o[ ()lx'rxti()n, :0 pcrcent of
llrc p()\\'cr p(rduccd by thc l)xla ll:l,y

,)hnt is t() br sokl to llonjq Kong con'
suntrs. Of thc $.1 billion inl'estccl, S3.6

lrillion camc tiorr firrcign lrunk and com-

mcrci:rl kuns. u,ith tl)c rcn).rindcr supplicd
l)f Ihc joiDt-venturc c(n)p nv.

Qinshan, l)\'c()ntnlsl. is r 5255 nillion
l)r,ied thxl ('urentlv elrl)k)ys I J00 luu'
unit dcsigned in China using stendard
prcssrrrized \\'illcr rr'il('l()r technology',
supplenrcnted by kno* lctlgc, gainecl
lr,ntl (.llin:l's sulrrrurirre rcx(lr,r cxpcri.
lnrr'. Alth,,uglt Clri,r(.c ()lli( r:lls ,)rJintJin

ll)ilt ll0 pcrccnt ()[ the urrnprrnents n'erc

1.)rrxlur.ed indilqenousl\'. inrlx)nanl pans
of thc plant such us tlte prcssurc !'essel.

primil1' c(x)lxnt punrps. lrnrl s()rre instnl-
nr(nlirtir)n xnal pans o[ thc turl)i,rc wcrc

inrportccl.'l'hc i|rcligcrr{)usly nunufac-
trrr(d .{)n1p()ncnts (nuinly li)r thc non-
nrrtlclr "hellncc ()l plirnl gcrrcraling
(quil)rlcnt) uerc lirr lhe nrost Pan oll'
tlrc rhell lncl thcreli,rt. not clesigncd
sPccilitlllr lilr lhc Qinshiln l:rcilitv. I'c.
li rrnt;rncc ol thcsc d(rrlcsti( ( (nrll)( )nents.

Irrxrcvcr. rcportcrlll' ltrlltrsell ltlleclerl
tllc virl)iliq' of tlte plunt :rnrl nltny cortt-

I),'nrtts lrttl l0 l'U r(l)l.l(('(l Ilri. crp,. ri

( n((' \\':r\ JII irrrlx,nl,,ll l(\srnr Ior (.lrirl.l

;rnrl h:rs Icd tlrc \Jti()lul Nurleur Sltitl
l(lnrini\lcrti()n (\\SA) r() inirirl('l \en-
rkrr r;tr:rlit1 :lssutirna( pr()Erirtr. (linsllln.
l)trilt l)v (:NN(l lncl rrrvnctl l)\ (:\\(is
(Jinshun Nu(lcxr l)()Ncr (,().. sLrppli(\

I)()u'(r t() thc llrst (ilrinx (llLn I)()ng)

I\)$'(r C().. \r'hich is un(lcr dlc Nlti()nal
P()w('r (i)rp.

A J(x) [4r0(/ plant lxsecl (,n Qinsh:rn
tccl)nol()gy is l)eing constmclcd in l)xk-
istan and ofilcials ol-tllc l\\1) c()unlries re-

p()nc(lly hxvc rcachcd xgrcerncnl on thl]
c\p()rt ()l l second plant l() I)ikistan.
-lhcsc sales could lx tltt prc<urvrrs of a

lrr)rc J('li\( fRC cxJx'n \tr.rl(g) in\'(,1!ing
thc l)R(l nunufactuR' (r' 600 MW nuclcrr

Plrtnts lirr,'ule I{, rl('vcl()l)inll ({,untric\.

More fion electicily

In ucltlition lo using nuclerr fx)$cr r)
gcnerate clcctricity. China is one o[ thc
li.* rrrrrntnt.s in rlrc ur,rlcl c')n\r(lt:rinH
usinla nu(1cxr p()\!'cr ft)r rrsidcnlixl and
incl(tstrial hcating. llecltrsc of lltr: higl't
clcgrcc ol rirk rntl higlt cxpen'er us',rti-
lutrd u'rtlr rruel(ar B)w(,r irl)l)li(rli(nr\ irl
tl)c l)cxling scck)r, 0l{)st (\)unlrics hrvc
clt'ciclerl nrl to usc nuclclr grut'r tirr this

I)uqn,\( ( l)inJ lt:ts lrtcn (,PenttinB l i
M'W rcilctor at Qinglrua linitcrsit) in llei-

iing rs lln cxpcrimcntrl h(.rt v)urcc alfld

tllcrc hxs l)ccn sonre clisctrsstrn o[ buil<!
inr.i x 2l)0 I\r\U re:lctor lo sul)ply hcxt ft)

the l)aqing oil fielcl f.cilitits.
willl thc recent ((nnplcti()n o[ its fint

\ll|p t0 tnrn\lx)n 11^.-.nl rrrrtlclr lir(,1. Clrrn.l

Ita. Ittcutttc onc rrl tltc lor countrics in
thc u'orltl cngaged in this lylx, of techno-
krgirel dclelopment. (lhincse g()\,ernnr.'nt

lgcncics also are stlpp()ning rcscilrch ilnd
clcvclopntcnt progrilnrs on aclva nced
ligl)t wrler relrtors, higlr t(nrpe lrrrc gas

c<xrlcrl rcaclors. fasl lrrcctlcr re;rr1ors. ancl

nuclclr lusir>n. Chinest'phns lirr manag-

ing the lnck cncl of thc nuclcur lircl o.
t lc .tl.r, u'rrrr.rnt rnl(Ill:ltron.rl illl(nlir)n.
(:llinir's inlcrim spcnt-[ucl slorlgc pr()
grlnl c()nsists ol sl()ragc prxrls :rt l)aya
lJxv xn(l Qinshan $itl) l5' xncl lo-yerr
st()rxg(. cxpxcitics. rcslx'(ti(cl). A hrger.
.rntLrlircd sloregc prxrl llrcilil\'xt lhe
l,:rnzhou \rrclcar lrucl (irnplcr undcr
( ( )nstnl( li()n in (;Jnsu I)r(,\'lna(. is li )recJsl

to l)t' in ()lx'r.lti()n l)\' l(})tl.
I)urir)g tllc 9th lr\'l'. (il)inl lls() cxl)r'(ts

l() l)cgin ((rrstnrclk)n ()l ll l)il()l rcJ)r()ccss-

iDl{ pLrnt ill lltc IJnzlx)u c(ntll)lc\ l() c}i-
lrir(1 l)llrt()nill,r1 lrorn sl, rrt lircl, $itlr the
lnll)e tlr.rt tllc pil()l plxnt utrLl lxgilt <1'l-

(.rlrlir]g sh()nl\ ilftcr thc lum ()l thc ccn

IUn' l)(l)cn(ling ()n thc su((css {)f this

l)lunl. (ihinrs( r)l1l(iirls r'oul<l ltrtvc thc ce-

g)irlrilitr t<r rcl)r(xcss -l(x) 80(l l{)nncs per

\cllr s{rrlrlirrlc llfiLrr l0ll}, rt stlrrclttlc cx-
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pcclcd to bc' cu)rdinxtcd u ith the cftirns
to drvchlp lhe l)recdcr rcactoni. 'Whethcr

(ihrnrr qill nt,tkq b.t, k-r.'nrl [u(l *t'rvirts
availahlc to foreign p:rnics rcmrins to be

sccn. 
-l hc scalc o[ the <rrnplex secrninglv

cxr'ccds near-tenn (;l)incsc rcquircnlents.
tln)ugll. Jnd tll(r(,.rr(, rclx)ns tlr:lt (:llrn.r

rncl llinen havc cliscrrssrcl liture ctxrp-
cftlli()o in spenl-lircl m.rnlgrnlL'nt.

Schty issues

Slrch f:rst-moving pl:rns lirr nuclelr cn-
crgy clevt'krpntnt hirvc rn:rlc questions

o[ nuc'lcrr sxlct! incsclprl)lc. Cl]incse
nu(lcrr spccixlists hxd thr lrneht ()l tllc
cxlrnsilc ilnll)'srrr of tlte'lhree l\lile Is-

luntl rccident in 1979.'l'he Cllcrn()l)yl xc-

citlent in l!t16, nreanwhile. promptccl r
uuior nr,rclear salct)' revicrv in China, anrl

k)p p()liticxl lc'ldcrs suclr ils Prcmicr Li

Pcng llave enrphasizcd thc irufx)nancc ()[

Mfcty in tlre industn sincc initiating thc
civiliirn nuclear fx)wcr pr()grxm.

\qhile Chinr has takcn thc challengc's
rrl'nrr.[.ar \f({y s( rir\rr'ly. th( ('ffceliv('

ncss of its rcgulllory rcgirnt, u'ill be chal-

lcngc'd as the numlxr ()[ plants increases.

N\SA, the country's principal nucle:rr
regulatory agency, is snull and. arguablv.

undcrstaffed and underfunded. Estab-

lishcd rn I9lt.t us irn .rut{)n(}n)ourr (,rgirni

ziltk)n ftlnctioning undcr thc Stxte Coun-
( il. \\5A is supfro:'r'cl l(, (xerLi:'c
indcpcndent .egulatory xuth()rity over thc
.dcvckrpnrent ()ricnrcd CNNC and PR(l

ulilir)' conrpanies. Still a rclativelv snull
()rg:lniz!tion. NNSA hls less than.100
staff mcmbers, of ultorl only e feu' urrk
full-tiuc on nl()n ir()ring c()mmercial
powcr plants. NNSA opcriltcs tlrree smlll
rcgionll fielcl ()[fi(cs-in (; uxngd()ng,
Slranglui. encl Chengdr.r-ancl lus an rd
tis()ry c(nmritter crxnynrsc.tl of somc'-J2
pr)nrinent scicnlisls xnd cngineers ()rgx-

nizccl into spccillizccl grorrps delling
\\'itl) siring. rexct()r cngineering. electr)-
nrechanical eqLlipnlcnt sallty, nuclelr
ftrt'l rvt'lc rssurr. r:trli:rtion prr)lscti{,n.
ancl enrergency planning. NNSA cstxl)-
lishetl thc Nuclcar srli'rI Ccntcr (NsC) in

lleiiin8 in 1989 ls r quasi-govemrnenlll
()rganizati(n lo pnrvi<ic r!'se rch an(l xn:r-

l1ric supfx)fl to N)!SA rcgulatory officials.

NS(i, which falls outsitle of rrandxtcd
<eilings on g()vcrn[rcnl pers()nnel. will
s(x)n cxpand t() ltlo p()sili()ns.

\NSA\ rrhilir\ I(, cn\ur( thJt Chinil\
nurlear grncr phnts crn olrcrte saltlt'

US firms connot

supply nucleor reoctor

components to Chinese

plonts.

at lull cupacity-c'sJ.lecially as thc pro-
grtnl gr()ws-rem:lins rrnr'lclr. horvcver.

Vhcn control rorl probltnrs causetl lt

I(rllrl),'rJrt shut,l(,sn :rl l).r]:l l]:l\ i,r
l})i. li:r cxanplc. NN:iA trn(led () (lellr
t() Irrench data lnlltsis ltntl regulatrrry
grriclance on ntost safcty Dr.llte$. Perh:rps

lhc grcltcst concern is thirl NNSA will bc
ovcru'hclmed by tlivcrsc trchnological
s1'rc(ilications \\lrcn (;hioil inlp()rts Russ-

i:1fl. (:rnrdirn. ;rrrd ['rcnch lcchn()log]
rluring dre 9th F-\'l'. lf thr l)irlx Ba,v cx-
p!.ricncc is xnv guidc. Chinl nra! hxr.e t()

rr.'ly on frrreign supplicrs t() ilssure srfety.
sin(e NNsAs cup.lcity to nraster the dil:
fertnt re:trtor designs (lLri(kly will be linr-
itcd. V lrLrhcr the Rusriuns .rnd the Cunrr-
(lirns t\,ill lre xs c()ns(i(nti()us:rlx)ut their
slfct] resfxrnsibilities xs thc Frcnch luvc
lx'en re'mains to l-t' sccn.

(ihinx s nuclcar s:rfcty regime ()perales

on lhc principle thrt the sale operation o[
a nuclcar po!\'cr plant is, in the first in-
strn(c, the responsibility ()f thc operating
ulililv. ll()wever, th( ()pcntt()r is suhie(t

t() the NNSA licensing pr()ecdures tlrxt
<ovcr personnel quxlificati()ns xnd the
entirc lifr cycle ol u pllnt. includinll sit-

in!I. c()nstntcti(nr, lirel kxcling. operution.
ancl clecorrunisskrning. ln lhc first pluse
l,l lrrcnring. \\hi(lr lcl(li' l(, tlle ilulh()riz:r-
li(nr ()l i pft)jcct rntl sitc. thc applicant
sulnrrits fersibilit\, stu(lirs rnd l)asic dc-
\iBrrs li'r lhc nrrr'Llr plunt t(, th( \l.rt(
l,hnning Corurissi()n lirr rcvicw and ap-
pror,rl in co()rdinrli(rn with CNNC.
NNSA. xnd the Nrtionxl Unvironmentxl
l)rotccri()n Agen(-\' ( NIil'A). lJefi)re x c()n-

stnrcli()n pernlit c n l)c issurd. \\SA
nlust rcvici\' an(l apl)r()\'ri prclinrinlrr!'
s.rlctv xnilhsis rcg)ns xnd thc quxlity as-
\ur.ln((, l)ri)gru,'It tr: bc l'olI:wcd during
thc (()nstruction period. N!:l)A must xlso

lppr(,vc u prclinrinirq ( n\'rr( )nrnenl:rl inr-

px(t rep()n. Addiri()nxl NNSA rnd \lil'A
epprrr-uls are neerlc<l lx,lirrc lircl krading
rncl <4n:nti<ns can (rrllnlcncc.

In ktcprng \\'ith lnt('rn.ltr()nrl Atr)mi('

Iinergy Agency (lA!:A) rc(luiremenl.s, on-
sitc emcrgcncy'prcparcdncss plans for
nuclcxr accidenls mlrst be drrwn up hc-
firrc lircl loading cJn procccd. The re-

sp()nsibilitv for devckrping and imple-
nlcnling dlcse plans is slured among thc
central g()vernnlent, I<lcal governments
(lx)th Cuangdong ind Zheiirng provinces

luvc inter-agency commillces for dealing

with rccidents), an<l the pl!nts thcrn-
selvcs. ln 1993, these rcsp()nsibilities werc
lirnlalized with thc, rclcast' of the Regula

I
Contract Negotialions

Jebsen & Co. Ltd., Consult Division
28 Floor, Coroline Centro, 28 Yun Ping Rood,
Cousewoy Boy, Hong Kong.
'lel: 185?) 2923-A77 7 Fox: {852) 2576-5013
Emoil: ilu0000 I @moil.iebsen.com.hk
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ti(nrs fi)r Contingcn() (i)nt()l of Nu('l$r
Acr'idents lt Nuclc.lr I)(^\'er Plants.

Going globol
'l'hc gro\th iln(l (ler(l()pnlcnt ol'civil-

i:rn nuclcar pl)\\ (,r in (lltiru relies heavil,v
(nr the exlensir( intcrnlrli()ndl lies Chlnil
lr.r. JercL,Prrl rn rlr( .lrr,.l\ r,f ntr,le.rr 'r r-

cn(-c rnd technokrgl- ln addili()n t()

I'rcnch, Finglish. llLrssixn, lnd Cunil(lixn
Ernts supplying nrrclear pou,er plunts ancl

c,lrrilnr(nt rNrtlr li(n1,.rn linrs lrlv, tning
tr) l)r(ilk int() tll(, n):rrkct). intcmilionrrliza'
tion hls tigur(l l)ror)Incnll| in nu(l(rr
srrletr ls trcll. (ilrirru he: Lrng-stemling rc-

l.rti()ns \\itl) th( llS Nuclexr Rcgul:rto11'
(i)l]nDissi()n (\ll(:). lxc(LlliD8 thc a(lLul
cstrrblishlncnt ()l tl)c NNSA. (llose $ork-
ing rclutionsltil'rs $ith tl(, Irrcnch nut.lc:rr

indrr\ln' ill\() hlrv<' lxcn lirrnrltilc. l-lrr'
c\trl)lishnrent ()l lll( \S(. $rts inspircrl lrt
|rcnah pril(]i(c. lirr rnst:rnu,. lrncl the In
.lrlul LL' Pr,,l((lr(,rl ct rk rirrctt' \urlc.rrrt'.
slrrrIr,,pr:lrtr.r rvitlrrrr tlrc l-rcrrilr At,,rri,
Ag(.ncy Conrnrission, lLrs ldvisccl tlrr.,

N\SA r)n li(c,rsi,rg lrn(l {)l)er:lli{)ns irt

I)urr Ilut.'llrt l)irlr lllr\' I)fi)jcct in(llr(lc(l
lr signific:rnt uorxrnt ol lftlining in Irmn((
lirr sr rnrc t- (lllin(s!'()l)crxt(n\.

.llrllrn :rlso h:rs :r nrrr'lc,:rr seti,n lrgrcc-

rD(,r1t \\'ith (:llin.r. tln(lcr e g()\'ernrncnt-
lnLlu\tr) l):rttn( r\lrl) rnr,,1\ inS Iririr)inl.l
lnd ()llrcr Jctivitics cicsignccl to introdruc
( ltrtttss,)Pcr.rtt'rs l('.llllr.ln(sc prJ(ti(('\.

.llrplrn h:rs itcn Jr:rnicrrllrrll inlercslc(l in

pr()nn)ting .:rlltt :rt the Qinshiln I)lxnl
(esl'rcciulh xlirr llr('l ixnilnnreo incidcnt.
\\'llcn (lhincse rcllti()ns \\'ith thc NII(l
u'r'rc suspenclc<l).

Ohini hirs l)ccn un IAI-:A mernl)er
sin(e 198.r. antl hus uctilcly al'liled itscll'

rll thc sen ices lAliA ofllrs to p(nr'rolc
ntrclc:rr satclr'. irr([l(ling lhe de\cl()l)
rncnt ()l stln(hrds encl rrgulations. spc'
(ilrl trilining urtrrscs lor regulat()ry per-
sonnel, lncl insl)ccli()ns of lircilitics l.ly

IAEA salijty c\l)cfls. (llrinir ulso hxs nradc

rrsr' ,rf tr.rininE rrnrl ,rtlrr'r tcr'hnic'.rl ussis-

tlncc ()pp()rtuilitics available thnrr.rgh thc
[;nilc(l \ati()ns I)cvcl(pnrcnt P()granr xs

s'r'll :rs thosc (llr(,trgh:lgreerDents $'ith
rh( \RC. lllc lirrr()l)cJn t'ni()n. iln(l
.lxl)xn. ln 1996. (lhin:r nrtilierl the Intcrnx-
li()nirl Convcnli()n ()n Nuclerr Sillely
sporrsorecl l)y IAllA, lnd rccently (lNN(l

ioincd the l':lris l)rxn( lr of the, World As-

sot'ilrti{)n ol \ucl(.rr ()prr:rl()rs, xn ()rgil-

nizarron cstublislrtcl ulicr the Clrcrnollrl

xacident to shxre ()pcnlti()nxl expericncc
lun(l l)r()n()lr sx[(j prilctiaes.

Ihrt Chinir's ()pen cl(x)r policy in tllc
nuclrxr area llso hlrs in<ludccl expons ol
nuclelr powcr gencfltir'rg equipnrent rn(l
tc( llnok)gy- $lticlt tltc l rniled Statc\ lus
sccn xs inconsistcnt sitlr its non pnrliler
ilti()n inleresls Sonrc of China s s:rlcs

elrro:tl hevc bcen llte sourcc ol considcr-
ahlc <rrnulvcrsy, inr'lutling whet lrc lt-
lit'r,ccl to hlrvc lx'cn cxports ()f sc|lsitivc
nrrclclr ntltcriul xnd cquipntcnl l() Ar-

g(,ntinx irnd S()ulh Alii('a in thc clrl,v
l9lJ0s. rn(l cxlcDsi\( e\changcs \\ith
l)ikist:rn xnd. possilrll. $ith Irxn. 11()sl

rc(cnlh, Chim hls lrgun t() erpand irs

nrrclear c<xrltratiort *ith Intkrnesil anrl

Algcrix. Ah()getl)er. (ihil)i hxs signc(l l()
nu(lerr c(x)pefilli()n irgrccnrrnts \vith (lc-

vcloPcci rr'td tIvcloPing rtrttntrics ur'trl

Irus cnglgctl in nu(lcrr a(x)lx'r:lti(n lln(l
tredc s ith as rr)rr1\' x\ Jl) c(tunlries.

Missing our

\(hilc (lhinusc ()lfi(ills n)aintrin lltirt
l)ll(: nuclexf crp()fls .rr( suk, ancl utlltcrr'
t() lAliA sxllguJr(ls, (1nx-em olcr Cllinl s

nrrtlclr tr.rclt hlrs hlrd l ntrjor implct orr

((xrpcrative cll(rnr hct$ccn the I nilr(l
St:rt(s rncl (lhinir. A I iS-l)R(: nLrclc':rr (rx)p-
(.lirti()n xgrcemcnt clrultcrl cluring the llc:r
grn Adrninislnlti()r1 in th! rDid'19t'Os u' s

hcld up trv (i)ngrcss li)r:rhrx)st i ycir l)c-

r'arrse ol-er'klcncc ()l (lhi,rcsc nualclr us'

sii'tln(c l() Ishrnltlrlcl. (i)ngrcss c!L'ntU-

:rll| plssed r i()int rcs()luti()n on nurlerr
c(x)prr:lti(nr. hut conrlitionecl inrplenrenta

ti()n of thc algrcenlcnt ()n the Prcsidcnt s

(cnillcation thrt (:hinx is cornplyrng witlr
tllc Al(nr]i( Enc8y Acl ancl other IiS hws
rchtinll to nrrn-proliferltion. Llndcr thesc

conditions. n() cxlx)rt liccnses (inclu(ling

tlrrxe firr cndusers, tr:rnslcrs, or rc-lrtrts-
fcrs) can lx issu.d $'ithout presidcntixl
(crtifi(ation tlul (:l)iru is mccting rhcsc

trrnrlitions. F,,ll, 'u inI tltt' Ti.ttunttrcn inci
rlt nt. ti,ngrr.'rs itlllx)\\l J(ldili(,nJl r('stri(

ti()ns in 1990 tl)at furthcr ti8htencd the
c()ndii()ns f()r acnifi clti()n-

Thc aoolinulli()n o[ llrcsc contrrls h:rs

pre<1udcd the :l('tivc inu)lvcmcnt ()f lhc
I'S llU(lcJr in.Irj'lr) :r..r \uppli(, (,l ou-

<1clr power tcchnokrgy n) Cllinr. (ilrin+ic

pLrrchuses o[ lc(hn(rogy and equiprrcnt
<rlrld rcach sornc $55 billkrn l)y 2020. iI
(lllinr procecds $ith its stated rler,rkrp-
nl(nt pl:rns. In :rrklition to lx,ing cxclurlcci

lr(rn suppl)ing cquiPfi)enr an(l knoq.hoN

ft)r the currsnt Bcncrxti()n of Chinesc
plants. LIS fim'u rre llso unxble to cxplo.c
possibilitics firr joint rcscarch, develop-
fircnt. (,r pa(\[rilion ol'r neu gcnl'rltiorr
ol'safe reaclrrs, which sonre obsencrs h-
litlr $rruld c(nNlitutc thc nx)st dcsirxlrc
strategl lirr Amcri(Jn c(nnpanics. -I'hus,

mth(r tlun lxing cnglgctl xl thc centcr ()f
(:hinJ s nuclcxr devcl()pnrcnt a.tivities, the

llS in(lustry rcD):ri11s on the pcriphcry,
with the result tl)ut ()pportLrnities li)r []li
lr\,clirl{c w'ith Ohina ol] l mngc' of nuc[rr
isucs havc lrr:n lirrcgone.

Sonrc rclaxation ol ITS policY is 11()!\

cvrtlt,nt, lro$r,r'cr Srn((. l(.,t)r, I \ liflr\
hlvc heen pcrmitled k) supply non-nu-
tlclr lxlencc ()f l)Llnt c(luipment su(i irs

stcxm tLrrl)incs, lnrilcrs, lrncl gcn('ruI(rrs (()

(:lrnil. I t)ll(,\\iol.l :rn ior(,r-il,t(.n\)' r(,\i(!\'.
()lirn inr()h,in!{ lh( Anrs (ix1tft)l rnd l)i5-
:rfln:lnrcnt Agcnc)' iln(l lhc d(pannrcnts (r'
rtlte and rltfcnsc, thc l)!,prrtnlcnt ()f
(inunlerce (l)()(i) \\ill issrrr the exponcr
.r lrtr'nst t,, :r'll 'trrlr Lr;LrrPrnent t,r tihin:r.

Al lhe end ()f 1995, rhc changc in tls
1r,lir1 c.nulrlcrl V(.\linglr,ui.(. l-.1(.(tri(
(i)l). t() cnter int() x i()int vcnture $'ilh u

(l\\C subsidhry k) n)lnullcturc insl)cc'
It)n cqut) rcnt liri nutlcer g:$'er plunts

runrl to providc srlity lncl technic.rl sul)-
p()n seniccs.'lhe lixgrn Ln;xrn llank of
thc tlnitcd Stltcs (1.:x-lnr llank) rcccrrtly
ruppnrvecl a $f6.J nrillion kran to the (lhi'
n(s( t() I)urch:lsc [rrl)in(s:lnd equipn)(jnt
suPplicd bv Vrslingh( )usc, l\lxnil()\\rx'
L:ngincrrin8 C()., S(rid St;rlc C()nuols. irnd

l'rc(isi()n PJns (irrp. firr the Qinshln .Z

lxxvcr plant. Acc()r(ling tr) Wcstinglx)Lrsc

olllcials, Ex-lnr llank 6n:rncing alsr nuy
pliry a nrle in thr c()nstnrcli()n of Qinsl)1ln
2, tltrugh no (()nlmcts hxvc lx'en signccl

k) (lite- In spitc ()f this nxxlest lil)c'r:lliz:r-

tion of poliq, it iri srill n()t lxrssible for
t lS hmrs to a(rnpcte fi)r c()ntmcts l() sup-
ply lhc cqu4)mcnt ilnd kn()w-how f()r dlc
''nr.rclear islancls,' whirh rrrnrain thc nu

tlcar reactors rnd lirel rrds.
I S pr:litics r()w.lrJ (xl)(lrr finJn(inJt

xnd ()ther g()\,cmnlcnl subsidies, es wcll
lrs cxgrrt contnrls. mil\' pu IIS fin1r\ !l il

clisurJvant.rgr' u lrclr (ornp(ting JgJinst
[r tts l-r{)nt oth(r ('r)lrntn(\ A t( rrrfllinli

Ptrreh;rs(. priet irn(l l.r!r,rrhl( finJn(inl
(ilk)ng with thc lure tf tc(hnology truns

lcr) sealed the dcal lirr thc |rench ()n thc
nrw Lingilo pft)jrcti ir is not (lcar rhxl t lS

finns, on tlteir r:rrn. could have nratchcd

tllis otler even if (\p()n c()nt()ls lrlld rl-
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krwed tlreir involvenrent. A special credit
for China from Russia, with a delayed
pay-hack provision, was central to the de-

cision to proceed with \wafangdian, cle-

spite thc facr that s()me \Testcm expe(s
have expressed conccm ()v!'r the safcty

implic tions of this decision. Expon fi-
runr ing fr<'m C:rn.rc.h, akrng with Chinl s
interc$t in leaming morc about the fucl-
cycle implications of (lanadian tcchnol-
ogy, account for lhc decision to inroduce
thc CANDII react()rs at Qinshan.

ln spite of their diffrcultics ()btaining cx-
p()n lk'en\es lnd crrnicssronul finlncing
and knn guarantecs. US lirnrs are not nec'
essarily permancnlly ()ul ()f China s nu-
(lcar power pi('ture. (ihincsc industry spc'
ci:rlists are intcrcstc(l in llS tcchnol(,8y
antl hlrve indicated nx)re tlun ()nce their
(lisilpp()inlorent thJt US firms hllve not
Itcn nxrrc in thc glnrc. ln rddti()n. t'S
ftrrtts.'t,trkl Ix,k to csulrlish (1x 

'p(r.ltir('
relationships $ith.l:rpanesc nmnufirctuft'rs

thll hilve long wisht.rl to cntrr tlre nrrdcar
cxpon nrarket hrrt have resistcrl d;ing so

trnrl.ttc'r:tlly lirr li'.rr ol ul)s('tting .lilp.ln \
(,\\'n scositivc llSrecnlcots \\'ilh tlre I nrted

slxtes regarding nuclerr tc.llnolo!{\'. It is

ccnainly not beyond the realm of pxrssibil

ity for US Japanesc-Chincse consoni to
lr formed-involving shared responsibili-

tics in technololry transfers, research and

dcvclopment, hnancing, and manufactur-

ing----<)nce tls exfx)n controls are lifted.

fime ftr o nev, opprcoch

vhile the mrintcnancc of expon c()n-

tr()ls may still givc thc tJS government

somc leverage wilh (:hina on prolifera-
ti()n issues, that levcr ge is fading as
(lhin:r charts its nuclcar <lcvelopnrent
cotrrst lurgelv \\ith()ut I s pJn!(ip.ltx,n
l](nh cxpandcd inrlxrns of frrreign tech-

nokrgy as well as tl'te funher develop-
nrcnl of th( I'RCs r['tttcstic nutlcrr in-
rhr:'try will ('(,nlinu(' lo lircl thc strt,rrr
gro$11). Increasinl.aly, it is unclear how l lS

n()n p()lilerali()n g()ills arc scn'cd bY cx-
clrding LIS fimx from thr nuin busincss

o[ nuclcer lr:rde \\'ith (]llin:r. Much cleercr
is lhc fact that thc currcnl silu:lli()n ex-

cltrrles LIS 6mrs liom tomnrcrcial oppor-

llrrilics, whilc n)lrking lur lc$ []S expcr-
li\c ,,n nucl(lr \Jli'l\' .l\ilil.llrl(' l(, (:lrin:r

'lhorrgh it rcnruins k) l)c srcn $'hcll)(r
(:hinxs nucleilr (lcvcl()pnrcnl plans (xn

l>c realized over thc longer term (the

risks of nuclear p()wer may bccomc
more unacceptible under future political
circumstances ), nucleur power has
emerged as an imponant energy" option
for China. as it has for East Asia xs a

wlx)l(.. As ( ()unlri(.s in rhc region begin
to cxplore ncw barcs firr crxrperation on
nuclear powcr and fuel cycle issucs,
Chin:ls (xpun(ling progrrrnr is be<'r,nring

an imponant frctor in rcgional calcula-
tk)ns. V4lile a shift in tis poliq t() pcr-
nrir cxpan(l((l nrkleilr tru(le uith (:hinr
r,1()uld carry s()rrrc risks that nuclerr
tcchnology coultl proli[crate in un-
wantcd ways, thc valuc ol'a flS nuclcar
imlustry more fully involvcd with its Chi-

ncsc colrnterpilrt in the procluction ol
technologicllly ir(lvirn(c(1. reliable civil-
ian nuclcar prrxl,rcts srrggests that thc
nrngt of beneFts u'ould l:rr ourneigh the
risks. lndee(|. frcslr thinking lbout thr
reconcili:ttir.rn of (rrnntercial. environ-
rncnlal. safety, lntl nr n-pnrliferation vul-

ues in tJS p()licy is csscntixl if the Ilnitr(l
strtcs is l() rcnuin scri()usly engagccl in

Asi:rn nuriear aflrrirs. n

() lt (l -,t S L\ : tr N I Q U E t.\' Q U A L l F I I,l D'l'() P R0 \' I l) ll
P R O t- t',l',\ B L ta t N s t (; H'l' t N't'o'l' Iili NL\ R K E't's () 1,- (' H t N,\.

Our China research team frames market research issues using methods designed to
identify successful strategies for a complex and changing China. Let our deep experience
and knowledge of China's markets benefit you. Jl To learn more about how we can fulfill
your China and other Asian research needs, call us in Hong Kong at 852-2882-3042 (Fax
852-2882-4515) or in the U.S. at 908-281 -3416 (Fax 908-281 -5103).

ORC-Asia has extensive experience conducting research in:

Australia. China. Hong Kong . lndia . lndonesia . Japan. Korea. Malaysia
New Zealand . Philippines . Singapore . Taiwan . Thailand . Vietnam
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Generoting
R"gulotory Fromework

Recent legislotion

will offect foreign
investment in the

PRC power sector

r lohn E. Longe ond Nicholos C.

Howson ore porlner ond ossocioie,
respectively, in the Hong Kong ond
New Yo* offices of the inlemotionol
low firm of Poul, Weiss, Riftind,
Whorton & C'orrison. From 1993-95,
Howson wos resident in the firm's
Beiiing o{fice.

/A 1,,r., r I)( ,$'cr \(,( l.,r prr, rr\(.\

I Innr',rlirrlll rr, lt rcwrrtl' li,r 'rll
I intlt nt'ntlt nt tr,rucr ,lt'rcl,'I)t rs

V,,nO ( (lurl)n)( nl \cnLli,r\. 11',1

lclrrt l\',':rrr., ol ,rrtrl,rtr,rrrs pl.rn' t,r rrr-

rrc.l\( g(n(r.lling (.ll).r( il! iI(,tn ..:l I gi-

g:r\\irtts 1(;\\') in l1)95 l() -l(X) (;\\' l)v
f(1o0. Chines( tr)\'(,rnrllcnl sour<cs huvc

indiclled thut irr lcilst 20 perccnl ()l tl)is

clevclopntcnl sill hc Iinanccrl Ir'orr
ruhroad. 'l'hus. li)rcign in\eslots rnd Ii-
nxncc 5[x.(illists $'lro tixrrs on inclclx'n-
clrnt pos'e r dcvukrpnrcnl:rrouncl llrt
sorld hevt noterl tlrt, rrti of nes' cnlrl'
ll]( nls (li.c(rl!' xll((ting the investrn(nl, li'
nlrncing, ltnd oIrtr'ittion ol Ixruer-gcncntt-
ir)g ;lsscts in (.hinr-in( luding lhc
krng-enlitccl Iilcrtric I'os'cr l;ru o[ thc
l'll(i (th( P{)\\er I;r$ )

'I'hc Poscr l;rs'. slrich ltcanre elli.r.
tirc on April l, |(IX), rcl)rcsrnls xn()lllcr
stt,P in thc ('rcxti()n ()l-a vi.lhlc rc{ulil()n
lirnt'$r[k govcrning lirrcign in\,cstr]l( nt

in (lhinx s p()\r,(,r- sc(\or. Othcr rc((,,rllv
i:.:.rrrrl nrlrs ,rnrl l:rrrr t h r':rnt to lirrr'rSn

Iinancing ol p()\'er pr{)iccts includc tllc
ll:rr(ll l99l -l-cntxlivr l'r()\'isi()ns (nr ll)c
I sc o[ Forcign lnrc\tnlcnt in (i)nstru(-
tkrn of l1;$tr l)r)i((1s (tllc l)()$'cr In!(sl
orcnt I)r)\'istr$)i thc Sccurity (M(rn8iLllc )

Lrr$'. entl thc'lcnllrtivc I)r()visi(nts ()n thc
(;uidllnce ()l li()rcign lnvrstnrenl, l)()llr is'
sued in.Junc 1(},)5i tllc \oli(c ()n (-eflrin

I\sucs (;()nccrninB th( Ii\:rminxti()n. Ap-

Prr^'rrl encl \dn)inistlni()n ()l' ll\l)(.rir)r(n'
l.ll li)rcigl'r in\'(strrl (i)nccssi()n l)r()j(('t:.

issuctl in Augrrsl l(D5 (tllc lto-l \()ti(c)r
(he Sr-p(cnll)(r 1995 lrnl)lctlrentinH llul(s
li,r llle \in,, l,,r( rg (:,x,t)(|lrtir(. .1(,inl
\(.ntrrr(. Lr\\' ttlr(, (:l\ lnrnlr,nr(ntr0).1
Rulcs)i th(' ll(gulxti()ns (D f'orcign I':\-
chun6c Contnrl {)l APril l, 196 (thc lirr-
cign E\.hxnge llcgrrlltions)r unrl thr,'

April 1996 llcgul:rtions ()n P()\\'cr s!rt)pl)
rrnrl (irnstrntptirrrt.

In lrdclition. lr rr.orglrnization ol tlrt.
I)()$'cr sc(1{)r is schcrlulc-cl firr this ,vclrr.
rrllkh I)urlr.,n((ll! rrrll rnrlutk tltt rli.',"
ltrtion ()f lhc llinisrn' ()f Elcctric I)()\\'cr
( \l()EP) ll()tjl' :' rcqulrlon funcli, rns irrc

t() l)c illl([Jlc(l lo lr ncN China l:cdcrlr'
tir:n of Porvr.'r' Ilntcrl)ri$es, lnd its rolc lrs

r:rvner lncl ()perll(()r ol p()\\re[ rssrts t()

:rn indepcndcnl (r:rnnrcrcial cilltt\. 1'l)is

,rn Ilr(r,'i;rl (nlil\ ,\ t(, i)\\n inl(r(\ls rrl

Pr,,rrnri.rl .llrci reri,,n.r] rgri(lr utilrli(,\.
Ihcnrsch'cs onlt rqcntlt' cr,:-lrtcd :rs thc
c()qx)rrtc i(lrnlitics (r' pfi)vincial lrn(l rc-
gionll porvcr lrr.rrcurrs.'l'lrken togcthcr.
tlris intPr,.ssirc lrotll r1 11g11 ltgr.lutr,,tt
lnd thc" proposcd rerrganizattrn ol thc
rc(l()r sh()Lll(l rcsuh in a rnore tmnslxrcnt
rn<l rclilble liruncllrtion Iirr lirrcign irl'cst-
nrenl rn tllc Jx)$er sa(t()r (.sa? p.-l.l).

kessure from obiood.,.

Cl)ina s cxtn()(linary clcnrancl f<rr ncu'
ancl morc clhcicnt poucr generation ll-
.ililics is \\cll kn()\'n {n? p.ll). As e rcsLrlt

r,[tlr( totrntrt . nc(rl k,r rtt,rre clc,.tnrity.
and limitccl donrcstit hnancing sorrn'cs.

in cxrlv 199.1 (lhinrr'\ investment :rnd cn-
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tocus
crg)' rtll()rilics hcgan encouraging for
(i!ln in\,t.lrncnt rn thc p)qcr gen('rJli(rn
sector lxt'on<l lhc cxtrcorelv m(xlcst. cx-
perinrcntal pr()jccts up l() that point.
Pr()spectivc lirrcign investors s(x)n re!l-
ize(l. ho\\'evcr. that thcl'*ould bc'oblig-
xlrd t() make their invcstnent structures

fit inl() lhe $nnewhat cumbenomc lcgal

Jnd r(gul:rx,ry rcgirtte Sovcming [rrrcign

dirs(l invc:ilnr( nt in g( n(rnl-J regimc

drsigned firr nrultinati()nal manulacturen
with a krng-tenn interest in gaining tDar

k(t i'h:rr( in Chrna, rlther thrn for in-
vcst()rs in Jx)wcr, u'ho typically lcnk for
early returns on their investmenls. In ad-

<lition, it gmdullly becrme clear th-irt de-

sprle lh( cJg( rn('si. ()f r<gional. provrn-

cial, ancl kral auth()rilies t() pair up with
pr(rspcctivc tirreign panners to push [<rr

{,irLrd rnuch-nccde(l local proiects. the
centr.ll g()vernmcnt lacked the political
('()ns(n:!Lrs :rnJ will trr ilppruvc pri()rity
pr)ic(tr ('n l(rnrs J.(('ptlhle t(, forerSn

invesl()rs. Rathcr. thc cutral govemmcnl

was prc(rcupicd with concems aklut in-
flation and exccssivc forcign debt and
proved unablc t() prioritize anrong thc
pr()i('(ts pr(sr'ntcd firr irr irpprrrvrl Con-

ricqucntly, only :r few proje<ts out of the

lilcrall), thousxnds of letters of intcnt
sir{ncd in l}A-95 u'erc rsalized.

In fad, China lud more success financ-
ing fxrscr dcvckrpment thnrugh indirerr
means by listing Chinese holding c'ompa-

nies \1ith intercst.s in PRC generating as-

sets ()n lhe New York Stock Exchange
(NYSE). Shandong Huaneng Power De-

velopmcnt Co., Ltd. and lluaneng Inter-
natk)ml Powcr l)evelopment Corp. knh
listed sh:rres ()n thc NYSE in 1994. While
thcsc c()mpanics have since performed

;xxrrly rro thc NYSE. they en:rbled Chin:r

t() raisc lmosl $t100 million for invest-
ment in thc poqcr scctor. Aside from
thcse trlnsacti()ns. though, the l(r.i-95
pcri<xl uas char:ttterizcd by ceaseles.s nc

E()tiations Jnd approval gridl<x'k. as the

PRC 8()\cm,ncnt :rn<l nrrmhers,:f thc in-

tcrnali()nal power dc'velopment and fi-
n{ncing cornnlunity stnrggled to under-
stand crch ()ther's perspe.lives and
requircnlcnts.

...ond problems in Chino

In lx,tlr dcvtloPed unrl tlevel,rping
(()untrics. nn)st privite p()wer proiecls

Irrc financed ' 'n J pn,jc(t finJn( ( hJi,i.. in

rvhich l pl;rnt is tonstructed and oper'

The centrol government

initiolly locked the

politicol consensus ond

will to opprove priority

proiects on terms

occeptoble to foreign

investors.

p()\t'cr pr()iccts in\'oh'inF li)reign int'est-
n1enl. n() mlttcr thc capxcio or level of
k)trl invcsrnlcnt. lx rpp()ved by MOEP

rntl thc St:rt( I'lunning C,,nrnri'si<'n
(Sl,(l). 'l'his approval of x proicct pr()-
posal antl preliminary fcasibiliry snrdy by
M()l:P-rcn(lcred only after consultatkrn
wirh rhe sl'C-is a prcrequisite for subse-

tlrt.nt upprov:rl hy thc Minirtry of Foreign

Trltlc untl Er onontic CooperJti(,n
(MOI'TI,C) of thc cstablishmcnt of thc
foreign-investcd cntcrprise ( FIE) th:lt
evcntually will o\{'n the project.

L(!l auth()ritics <ften saq things dil-
fercntly. however. They variousll' denied
th( (,xistcn('c o[ l'tr<h :rfrpror.rl requirc.
mcnts. divincd an excepti()n for smaller
(undcr 100 mcgrsxr$ [MW]) proic{ts, ()r

vrrrghr to rpply trr kral Jxruer projects

the $J0 rnillion krtal in|estment approval
threshold MOFTEC applies for ntost FIEs

in tlrc coastal provinces \see 1he CBR.

.lanuary-Fcl'rruary 1995, p.8). The rcstrlt-

ing uncertilinty rcgarding approval re-
quircments wats r s()rJrce of considerable

frustration and disconrtbn firr potential
invt'stors ancl finance panies.

I Malodty ownershlp and control
Many pr()spectivc invcs()rs in Chinesc

fx)wcr proie(1s demanded ma,o.it) o$n-
cmhip and contnrl of lhe proied s as,iels

es tlrt. lrasir' conditions firr their panir'ipa-

lion. Ir()rcign inveslofli perceived majority
control as an imponant mechanisnr to
protect lhenr fr()m downside risks-as
well as allow for potentially substantial
rdurns ()n the upside (when comhined
with pricing structurcs that would pro-
vide incentives f(rr efflcient operati()n).
N() p()tects with nuj()riry foreign owner-
ship ancl cr>ntrol were among the few ac-

tually approved hy MOEP and the SPC,

hoq'cver. Insteacl. under the traditional
nxxlel f<rr Chinese fxxler projecls, a cor-

fx)mre id.'ntiry of the rclevant provincial
pr'u'(.r hur(.Ju ()r grid \\()uld ntJint.tin
ma!rrity ouncrship and operutional c()n-

tr()l ()f Js\cts. insuhtrng thc [orcign in-
vr--sl()r from nrany ()pereti()nrl risks but
lirniting thc firreign pan,v to a rclatively
krra fixcd r.rte of rcturn.
I Power purchase agreeDents and
contract-ba.sed pdclng one of the key

aspccts ol lny n()n ()r linrited-recourse
power-plant fin:rncing is the PPA. 'l'he

I'PA cllcctivclv guarrntees the availabiliry
rrf funcls f<rr lxrth the repayment of dcfrt
lncl an:rcceptable rcturn on equit\'(in

atetl hy a ne*'ly f<rnned company with
no previ()Lrs Jrrformance rr'cord or credit
sknding, rntl no rsscts other than th()sc

of thc plant. Lenders and invcstors kxrk
t() thc pr()jccl's cash flow frrr repayment
of principul. intcrcst. and rctum ()n in-
vcsttnenl, c()nsidcrinS the project s hrrd
assels ancl thc righrs of the project com-
pany under the p()wcr purchase agree-

mcnl (PPA) and other key contr:rcts as

collateral in the cvent o[ default. If a pr<r

iec't (annot gcncnlte sumcient qJsh flow
to scrvicc debt, theo the lenders will
hlve recrrurse t() thcir coll,rteml-bur not
thc pnrjcct sFx)ns()ni or prored compaoy
sharc,holtlen f<rr prrjects structurctl on a
"non-rec()urse'' financing L/.rsis. For prt>

,c(a\ sml(1urcd on a "limited-recourse" fi-
nancing hasis, lendcm will have recourse

only against thc sfmnsoni or shareholders

for cerlain limited, specific suppon t()

covcr risks tlrat the lenders are unwilling
ro accept (.$"e p.l2).

During tJ('ijings first hesitant steps t()
open thc PRC p()w(r :'cctor to frrrr'ign
invcstrrent, ti)reign invest()ri and project

develc4rrs cnc()untercd a range of difh-
cultics \tcrnming fft)m Chinese aurl'lori-
tr(s' lar k of f.rnrililrily wrth this financing
rmxlcl and nnny of thc r,vpical chamc-
teristics ()f Fx)$'cr plant construclion. op-
erlti()n. lnd finanting. The reSime lhat
has evolvcd sk)$ly in recent years re-
Ilects tlrc ccntral g()vemmcnt s attcmpts
lo n.sponrl l().rl leJ\l somc of the im-
p()nirnl issues encountered by the for-
cign power <levelopment and finantial
corrrorunity, incltrding:
I Iack of transparency ln approvals
Whilc thc lt,t,t4 P()wcr lnvcstnlent Pft)vF

sions clearly xulh()rizcd f()reign invcsl-
nlent in p()u'cr genenlti()n asseLs. Anicle

J of thc l'rovisions requires thet a//
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cx( h (ll\c J)r(,1( (l(d li(nlr rxchiln!lc-(llc
lhr.tuirt ir )n\ i. rlt(.r lh( pilss-lhrough ()t irll

l.t(,t(r.rlinE r1,\l\ lli^\(\1 r. rr(tt()li.rlion\
(r)tr('erning l)l)A:, irnd pricing in gcncrll
r(\'cJl(d tllilt (lhi,resc ()lficials at.rll lc\cls
h&l only ;r lir)rilc(l undcrshnding ()l \\Jr:rt

lirrcign invcstor:i r(luircd in a "bankallle'

l,lr\. l](.xus(, J Pnrject s lenders mr.rst clc

pn<l on thc projet't s caslr llos, lirr p:ry

nrcnt ()[ (lcbl. tl]cy insisl on a guamnteed

vrurce o[ revcnue undcr the PPA [h()ugh
''tllkc<r-pay ohligations, capacity fi'c

pJyrllcnts. ( n ( )lllcr .rrrxngcnlcnlrt.

llrrt thc (lhinr:sc ucrc unac'r'ustorttrcl lt,
rrrrtkn:rkrng (irk(. r,r-l):r)' ohlrgrrtr,'ns. rr
rrtirt thc 1x^rer l)urclu--r (t) pioll| tllc
grid, pn)\,in.ixl. ()r l(r1ll po\\'cr.(nnprn, )

nrust xgrec l() pry f()r a clcsignltecl

Getting in Eorly
ll:'?I-rirr8l,orr.r? l.:l.r I r i c C o 4 r. .li rs I o t

l.,rvl ll.te (:hild ,rktrkcl i lhe l92ai. I
l()Sl. V;..sli'l9l:torst, signcd d .i-.t\:tt li-
cetsit!1 al:r.'cnrnl 'ilh lbc ,llinisln, t)[
.lhtchi eJhtildi,tt4 hlrlt$|4'b d<r;ig .ttkl
n t q, t t li t( I t t ra, .]( n .V vt' a t t t I 6A) tl I lti I t o.
hitc E?n!fttltlr uililr. This lcch ologt'
lnnts.far pnryrttn bas /rrxrrr rt r'I's,lac?s!'

.litl-si,u. c I9ll1. ll'esli ght)us<'hds
lrui cd uw UU) a:l.ti,,.sc cnllinu,t\ itt ll.tc
Iintl.,.l .\141.'s k, .lesiltt. naflfufucho?.
tnut san'ia, lurhila lotottbt\. .ottl lh?
I ec l, t oh tkt i-\ 11 t ) u r ul I ) l.,l e l.l' h )L.t I i :d I -

wcsti,|Jlhousc is .tcliL,lt' intohql in ntqr-
belrtt,l rt tt'trk'tuttga ()l lhuvHclolLll li.l
t,l11u l)ntlu(ls it (.llintt .t d lr.tt ()t)

kti,tdl L1rttru.6.fi, t,]tnr. ll.rd lO() Nl)t-
L,tltiDp ,lil5 rL'l)rt's( li,lll .it) {ill' rtl'

I x, IYr 3o r'r'(t| i t 1,q t4lntc il-l.

Iti,slraglrorrrr, u11.I btt sc( ured .t nt-
Irt!(Is Ji)r ir l)tD-lL'd Ittrl)itt., gen.,r(tktr
ullil)fiotl utrLl nark' :i!ttiliLd l i,tt\\l
t,r{,tls itt.i()i l t\rtt,ltr\ i Shallf|,li. (,)tr-
t1rtlll,, ((ntlktats dnl cotiDtitDlotls.fi)r
inqt)iul .quilDno l( dl 76 GV'uDtl lhc
irulttDlt,futs ii .lhdikhai excrcd !loo
DtiIIit)u Itn'tl .\l)t't11'. ptc:iidlnt .fiD' ll $t-
tt1h,'ttx, l:l,1(lti< t( lrttt(tt \..1 ttthl L'l\ir
tnttt1 tttttI .el,h,titI ndtkt-tlo li'r ll (iIitt-t:-

l\)t!t'l(,ltDt.t) l,tl5tn'].rlt (.i,, Lkl . slx'l&,

,/l/, (ll'|R .1rJ,,(irrl. l:rlitt)r Ki,Jtt,,t
\tlt r\lt t' rtlrtul tr\(ttl tlrtlhl)Dt(,tl\ t

(.hi,fut t Ix)ttt't tt\ k )r'

CBR: tt l t, r t t t t ( lli'st i t t.\h( ) t t s(' t i t t n1' t t I

t)lrqultt 
'D: 

ifi (.lri|d?

SPIRRY: rii sringlrorrst hls Lcplcrcnrrr-

tivc ollircs in lteiiing, Sllxngl)iri, :rn(l
(;r.lr)t,/lxxl. .rrrrl r'rqlrt i,,irrt \r'nlurr'. rrl

(.lrin.r. Ilrt (,lli('!rr rcl)rr\tnl th( l)l1rlu(t\
r,l I,ntr \\i\t tslx,ll\r. rlrrrsi,rnr in t'lrtrr.r

ln^\(,r !(,n(,[rli()n. nrrtlrlrr cncrgr srs

lcnrs. l)lJnl and pr()ccss c()ntr(rls, and
'I henmr-King Irlnslxrn rcfiigcration. Vc
llso hevc sel up x s()urcinS a(,rlt(r t()

iclcntifv and qurlifv Chioese suppliers fir
lhc c()nrp:rn\"s ()ther intcrnJti()nJI pr(F

ic(ts. ln 199S, V c'stinghouse f<rrnted u

h,rl<ling cornplnr'. \irestingl()us( (ChinJ)

In\'astnrenl (i). l.td.. l() consolidatt our

i()int vcnlurcs:rncl rIhcr China pr()jccls

ut)rlcr on,.. tr rrylonle slnrclurc.

CBR: l h 
'rt 

&rt thc tloalt!,t|cltt tI a ntn,
( ldi l hl l t1',q lt k rt tt li Dtt' !! \ ?n t t t l.g t, l

tvstt)tott irt llP ln)u?r i.\ttu'sttottl h 0i\l
ll rrt t.\l,, a t\t., t u t l,'t hcr.li, tt'i4t t ir t1 4 l xn,

SPTRRY: ,r. :r strpplicr $'ith thr clrpircitl
t,) l)rr^'r(l( rnrlxrr(c(l Pr,\\'cr gcrcrxlirtll
r'(luiprnrnt or cquivalent technohr.4 nutn-
r.rlrrrrtrn:d ht {rrr Chines( ioint lcnturcs.
'\\'c sclcornc r()rc stnrcture in thc pou,cr
grncrati()n sccl()r. lhe dtm:rnd lor elcc-

tri. p(n|cr is thcrc. lml l6rmcr rcgull-
t()r) slflrdurc coulcl hclp rcsolvc lhe src-
t()r's (lim(ultics trising capitll t() c(mstrucl

n(\\ ECn(nllinA .rn(l Ji.trilnrti,)n l:r(ilili.'s
A nrorr. .tnr,ttrrccl ynrs'er rnrlrrstq', in

lLrrn, inirixll,v shoulcl lxxrst Chiruls (le-

nrantl lirr irnlxrnccl cquipnrcnt. l\k)st ti)r-
eign inv(,str)rs in (lhinx s [x)u'cr s(ctrlr rc

kxrkirrg lirl ucll-knos'n gkrbal nrunufec-

tur(r\ tllxt (lllr sLrl)p()rl thc (lu{litv xnd
pr.rli rrnrant'c lcquircnlcnts o[ tltt critirll
poucrpl:rnt lllrtl\Jrc. And. ()\'cr linrc,
<lt.rrlrntl rvill increlrsc lirr (lllincsc rlunr,-
l:r(lurc(l c(luil)nrcnt, l)xnicularlv tlrrt pr(F
(lrr(((l l)\' i(,ir1t v('nttrrts.

CBR, \lh(t| dft'tl.\'ptitt(ilttI d)stut(fus h)

,<t't'rtttt linli!D itlt,'ltr tt'it i,t (-l,inar
!tk,,kl ir(hr'?

SPERRY: tn r(\( r)l \('rr\. ,11111131r1rs lor

cign dcvcloJx'rs irnd invcstors hir\,c pur-
sucd individuxl pnrjccls. but the hck of
irn xl)pr()prixtc rc'gulatory franrcrvork
and clear rulcs for conrPetition pre-
r (nlc(l i'ixnifi ( rnl prit :ll( pJni( il)rli(,n in

llri. sr'r'l(lr. l1)(. rc('cnl slcpr takcn to irn.
pr()\'c this situation includc crcati()n ()f

nirtr()nrl p()\\'cr-grid ancl gr$'er corttp -

nics: thc Jrlannc"cl crrnsolidation of rcgrr

lirt()ry fun(1i()ns wilhin thr' Stirl!' Plirn-
ning (inn issi()n; xnd cnxctrncnt ()['(l]c
Ijlc(tric P()$'cr Lau in April. Tltesc all
.lrorrkl Irn,rit[, ir rcr] \tr()ng li,urtrlrtiorr
l() xttr:ld l'{n1.rgn invcst()rs. llul \\hilc th(j

rcgtrlatory lianrc,rvork hirs h.en (-stxh-

lishctl. nlrnv invcst()ls nlr\'\\-llil l() scc

lrl,$ lrtturrl arltplcnrcntati(nr dcr cloPs.
.\lso. therc is turrcntlv e nc,t'cl lirr signi[i-
aint ele(lri(it\'pricc incrclses in rn.ln\
pr)\'ioccs t() nrcct lhe costs of nc$' l'lr< il-
itics

CBRi V'hat is tvttr r id- k) k) ,q tmt t)lt
l,rlt Jitt /i'nt14tt utt\lR'rnr l il (.1\tkt:

SPEI"RY: Succt'ss io Chinx rcquires pl-
Itr'nct' :tntl ()plllnisnr. II is ('n((rur:rFinE

rlrar, (lc:,1)itc lllc difficullics. rhcrc xrc
.rly\rt lll li,r(ign prirlte ;-xrrrcl Pl:llrts irr

()pcrati(,n xnd sr.\'cml nlr )re apprrvcd,rr
trndcr rrrnstnrtlion.'llrr--rc is l rcn llrgc.
lilnd;rtlrrntll ntc<l lirr Iirreign in\einrrnr.
luntl luc lxlicr'r'tlut in thc long nrn. nrur-

h(1 cc()n(nlli(-s $ill prc(ail. -fhc slrucltrrc
lot po$'er l)lllnt invcstrrlcnt lhJl \\ill
t.r'olre. lros'crcr. is likclv to hc higlrly
((nnPclili\(. 'l'hc strength of dr,rnund in
( l)in.r'\ lx'$'(r intlrrstrr rr ill li'r', t irr

\:(.sl()rs l() nl()\'c t<lrllrr<l nrutulrllv lrcnc{i-
cial lcrrns rrndcr rvhidr inrcstors liliclr
$ill not rert.ir( rctunrs :rs ltiglt ls thc,r

nl:r\- ll()l)c.

INTERVIEW
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FOCUS

:rm()unr of a plants outpur rellardless of
fluctuati,,nr in drmanJ: or to c:rleuhtlnS
((lntponcnls of lhc Powcr Pn(c tu ln-
clude capaciry fets (to cover frxed coss
and costs of capital) and "enerty-" fi'es (r()

cover variable production cosls).

I'crhlps m,xr alarming l\) pfi)\p((lrvc
foreign investors and devebpen was tlut
it prrrvetl irnp,r.sible to rnsulate pricing
filrmulas lrom a "policy" override: Chinese

officials required (hilt any proposed an-

nual taritT increase. and the actual resuh-

ing annual nriff, be approved by the l<x:al

Statc comnr()dities price cont()l bureau

The risk that a tbreign invested fx)wer cn-
trrlfl\c nlSht n,'t he pernritlEd t rulse

tarilli k) kcep up with increased operdting
((rlli, ('r,ldlusl t., r cuffen(y rlcvelu:rti,,n
was illustrated dramatically when tlre
Shandong Commqlities Price Control Bu-

reau reiccted the NYSE-listed Shandong
l'luanenS's first annual request fr.rr a tariff
ad justment-----on the grounds th:tt China
suffered fronr high inflation. Sul'rsequent

incrcascs hsve been approved, however.
! Rate of rcturn One is,sue lhat received

a gre:rt dcal of media anention, much of
it inaccuratc, was a purponed "cap" on

the rlte,rf rcturn available to inv(itoa rn

PRC p()wer plants. The Chinese power
bureaucracy was accustomed to a system

whcrehy the central govemment fundcd
powcr construction through grants----<rf-

ten callcd "loans,' but with little or no
hope of repayment-and reimbursed all
plant opeBting cosls. Thus, power otfi-
cials wcre shocked to encountcr such
concepls as "take or pay" or a guaranteed

mininlunr retum on capital for investom.

H()wever, pcln'er and local pricinS au-

thorities never acrually sought to cap rc-

tums-mther. rhey hatked at power pric

in8 formulas desigoed to guarantec
minimum rates of retum of 15 pcrcent. At

the samc time. Chinese officials resistecl

suglqestions to move toward a rrr r sys-

tem bascd on the price of energy to the
uscr. established by competitive bidding
or neSotirlion-which also would en-
cour.rge and reward more emcient pro-

duction-rather than a system based on

the cost xnd retum to rhe producer. Chi-
nese inflexibility on pricing, along with
the lack of clarity and bureaucratic grid-

lock with respect tn regulatory approvals.
oftcn were cited as the key reasr:ns why
foreign investmenr in the Chinese power
sector made linle progress.

AAost olorming to

prospective foreign

investors ond developers

wos thot it proved

impossible to insulote

pricing formulos from o
"policy" override.

I Currcncy dewaluatlon and conver-
slon risk Power invest()rs also l<xrke<l

for o'ays 1o preserve thc fore'ign ex

change value of borh their proposed re-

turn ofcapital and retum oz capital. Be-

lore the rmplemenution ,,f rnltor [,rrcrgn

cx, henge reform:' in l(ri) 1. i')rL'rBn
power developers anticipatecl sclling
power to Chinese and FIE consunrers for
tis dollars. The 1994 reforms specificall,v

pr,rhihrt thrs pr3(Ii((.3. nell :ts rny in.
dexrng to the US dolhr of purchasc rnd
s.rle transactions taking pl.rrc *lr,,lly rn-

siLle the PRC A. J r(sult. nosl'r-pri( rng

firrmulas guaranteeing full pass-through

of the effects of curreocy devaluation
were deemed not in compliancc with
law (and the 1994 forcign exchange re'
[orms). Artd guarantees of tirreign cur-
rency availability did not prove fbrth-
c()nring liom the State Admrnislrilti()n ()f

Exrhange Control (5AECt F,rergn in-
vcstor..i thus w-ere forced to reson to the
PRCs foreign exchange srvap nrarkets,

with .rll the anendant rrsk' thJl ti,rclgn
currenry would be unavailablc or that

Lhc renminhi (RMB) would losc' valuc

against the dollar.
I Fltranclal and performance guar-
aoties Any vr3ble structure f, rr p.wer in

vestnrent and financing must contlin not
r)nly (unrracrual Jrmngemenls nro\ idrng

tbr c.r.sh flow to cover debt scrvice and ln
acccptable retum on investment, brrt llso
adequare assurances that such contmctual

xrrangemenB o'ill be honorcd. Fcw PRC

provincial or local pou'er companies-d'te
typical purchasers under PPAs-had suffi-

cient creditwonhiness to assure invesiors,

or to support limited-recourse project fi-
nancing from lenders. Thus. inveitors
sought to obtain guaranties from sr.rbstan-

IiJl g,)r'ernmenl-backcd entrtics. Begin

ning in the early 1990s, many local ad-

mrnistrative authorities such as municipal
or counly governments cl:timed the
po\r'er to give such guaranties, including
guaranties of firreign exchxnge obliga-
Lions. [t was quickly detcrmincd that such

promises contmvene prohibitions in PRC

law agarnst guannties by govemment or
administrative agencies. And such guar-

anties could he characterized as legal
guarantics of foreign exchrnge obliga-
tions. which require thc prior approval of
the SAEC. Such prohibitions deprived po-

rential investors of the nrost logical
sources of crcrdit suppon lnd lett them to
be".rr the gener.rlly unacceptable risk that
(hey would nr:t be able ro cnlirrce effec-

tively their contrac(ual rights under any

such guamnty.

I Secudty lnterests In addirion ro (or

even in the absence ot) viable perfor-
mancc 8u:luntic\. lenticrs l,rok to ,rlrrain

a securiN interest h a nunrber of different

aspects ol any pr()iecl: the fixed essels

compnsing the laenerating plant (includ-

ing buildinSs and movable assets such as

rurbines), the underlying real propeny,

the tlow of revenuc trom the purchaser to
the power gcnerator, and even the Chi
nese partner'n equity interest in the pro-
ject company. However, as foreign devel-

opers rushed to assemble deals. there was

only a basis in national law for the mon-
gage of 'land use rights awl cotnpletetl

buildings. lvlovables and c'quipment, as-

sets under constru(ri()n, contraoual oblig-
ations, or stoLk (registcred capital) inter-

c'srs could not be offered as collaterrl in

any manner recolpized in law.

I Constructlon sk ldeally, investors

and power projeet dcvclopers address

constmclion risk by enlering into fixed-
price, "tumkey" conrracts with significant

coostrxctjon c()ntB(t{)rs. or hy the pr:sting

of perfbrmance bonds to backstop any

coostniction \lippa8eJ. Anempt\ lr) neSoti

Jte.oftstruallon nsk also rvprcally ren into

obstacles in China, as the local power bu-

reau s construction amliate invariably E'as

oflered up as the only contractor able to

manage the project. lntemational-standard

engineering, procuremeot and construc-

tion GPC) cont.Jcts, with important con-

lractual mechrnisms dc.igncd to obviate

risks arising from slow or belo&.par con-

struction (and remedics or mtlney dam-

ages). proved as difficult to negotiate as

adequate PPAS.
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The developing regulotory fromework 

-The BOT Notice

t nlikr tlrt l)(^\tr [i\\. tl]c tcr(nl l]O'l
\rrti<_c rlors pr)\'id( itDpr)flirnl rlur': u. t,r
hr)$ [()rllr(r)r])ing l)r()i((l\ uliliriDl lll(
''lruiU, r1rflrrc. rr.lrlsti.f (li()l-) r)x)(hl-.r
(()nrnr()n t\'l)c ()l pr()i(!l linrn(r r'tru( -

trrc-s ill h plckrrgcrl lnd lppnrlcr.l. unrl

Nl)itt cxcntgrltons lncl \lrttcrs uo(lcr lrR(]

l;r\ $ill lx l)cr lilr(,(1. Il()l:1,. th( 51)(1. Jn(l

thc trli,'listr\ (, (innr))rrni(Jli()n\ i()inllv
prontulgltccl tllc ll()l- \()li(c ()n ..\ugu:'l

ll. lWi. Thr full lt()'l l;Nv. to hc cntitlcd
thc'l'()riiilan-lnve:'le(l (:()nccssi(nr l)rl)irats.

TcnlJtr\( Prr^'ij'i(,ni\." r\,rrrft nll\ l(rns
drafied h1 tlrc Sl'(l Ihc principlcs su fonh
rn rhr. lJ( )l \r)lr(c.rrc lrinH rc\rc(l nr)\r in
rhc high-pr()fil( hiclcling pr<rcss lirr thc
LJihrn ll pr)N(r |rft)i((t in th( (;rrlol.l\r

Zhuang ,{utonomor.rs Rcgion. lt rppcrrs
likcl) thrt the I]O'l Lr\\ \\'ill lt prornul-
getcd latu this 1'rar, aftcr the preliminary
lcs*rns liorn the hibin biclding ln<l tlcvel-
()pnlenl pr)criss havc bccn ubsorbed bv
the SPC and other (enlnl-level txxlics. In
the mcxntinlc. Ihc tIOI N(nice rnd the
rfiJngcn)ents ti)r thc L:lihin IJ proicct t(t
gclhcr providc thc cl(-.lrcst irL\iglrts into lhc
dircction foreign investmcnt in the PRC

prwer inclustry is likely ft) take.

The IIC)T Notice establishcs a m<xlel

brsecl on estahlished internatk)nul IIOT
stru('tures li)r pil(n UOT projects that re'
ccive the requisite central-level approvals.

The N()ticc, frrr the first time, explicitly
lays out the central-lcvel approval
p()cess required for such pilot BOT pr(>
jecls. The Nr>rice contemplates the exccu-
tion of a 'concession agreenrent" be-
tween the project company and the
relcvant provincial or municipal govcrn-

mcnt. Undcr this rype of agrecment, dur-
ing the c()ncessi()n pcriod thc proiect
company owns the Jssets of the conces-

sion proiecl, ancl holcls all the rights, and

bears all the investnrcnt, financing, con-

(lhinr s frst-clcr cloyrirtg [cgulrtrrry
rcginre li rr prrutr invcstnrcnt:rdrlrcsscs
s(nrc. l)ut nl)t:rll. ol thcsc pnrl>lenr lrrrls.
Perhrps n()l surprisirlgl\'. rhc l)()\\cr l;r\\'.
\,ct ilrlotlr(r (1,rttpr(,ori.( l\'tr\,r'trt rlrri,'tr:
q()\'crnnrclrr clcpanrrcnts. (rftj$ littlc thirl

r\ rtc\\' r'r ('n('rrrlr.rt,linl Ir, l,r1L'ign 1n.

\c:rl(,f\ ltr l.r.t. ttttt,.lr (, tlr('\t.rtut('l\
\\ritt('n i Ilr(' gun(r.rl .t\l( ,)l l.r\\' rr)

(lhina, olien lirll ol rrgrrc I)t(nris(\ l)Lrt

dtrrricl ol spctili.s. \\'lrilc it ethnus tlLrt

P()$',Cr C()nSllLr(',li()n. gcn(ralli()I). rn(l
lr.rnsmissi()n unils uill lx' seprrr:rlc. indc

1^-ndcnt prolit-n king (ntitics. lh( P()\\-cr

Lll' rloes not cllrri[t th( xl)l)r()\al
l)r([t'ss: ilnialrhle ar't) sllntlur<l: li,r Jtr-
mjssihlc (rlrs ()l'r(lrrrn (rr actcptlrhlt'
pricing lirrntrhs: or alkxv lirrcign invcst-

fltent ir lr.lnsnlissi()n ltsscls sttclt:ts lritns-

l,rrnt<.r. unrl Irln\ntr\\x rn Lnr.s trrrrlr in-

\'.'sllnenls tre lrrrrcnllv nrldc b\
''lencling so lrs to olrvi:rtc lirreign "orvn

ership of such xssds. but ut u rr:lltirel)
k,s r:rtc of rcturn). Likcrr't\(. tl ((nt,irrtts

tlle r()l( r,f tlt( St.rtc ('r'nltxdittcs l)ri(c
control burcxus in thc (lctcrmin:lli()n ()[

specific trritf.s. l hough thc hs' ellows
that c()sls shall he relsrxubl! covcrctl"
and relurns reas()nablv cletenttinctl.'
these lr'()r(ls provi(le littlc xd(lcd Jssur

an((, lhJl lhe St:rk, (i'r)rnlrdill(\ fnat,
aontroi bureaus s,ill pem t ncccsslq Lrr-

iff increrses pursuxnl to neg()tilrtcd

Jxl\ cr pri( ing frrrmul:rs \or :lrc li rrcrgn

;xrn'c'r developen and ;xtential investors

reassured bv the Poncr l-irq"s con1rtund
that fx)\!'er corlstructi()n shall lx cncour-
aged via the delermination ()f pricing-
nhich. presunubly. is a crxled refercncc,

to the need to otfer assurecl retums t() at'
trxct f()reign in\ estment.

On the positive side, however, the
Poser law refers specifically to proiects

that generate p()$er for their o',r'n use-
that is, proiects that are indepeodent of
thc local or provincial grid. These "insidc-

the-fence projec$, rypically sm{ller-ca-
pacity plants involving only one indus-
trial po*er purchaser, are l&ely to prove
atlr.rctive to f<rreign investon, since they
are seen te be outside of thc national afF
proval process for projects that supply
the €!rid. In addition, such projecrs may

allow for nrore flexihiliry in tletcrmining
power pricing formulas with tlre sole
"captive" purchascr.

stru(1i()n. prl)(rrren)cnl. ()pcrilti()n, xnd
n)linlcnilncc risks ol the pr()jcct. 'llrc
p()ic(l a(xDPxnV is lo lmnsfer Ihe lssets

tr, lh(. ,.lr ^ 
cmI](,nl N'itlx)ul ((nDp(.n\.rti(,n

xt thc .nd of lhc c()n.cssi()n p(ri()(1. (l'his

is :r ntcchanisnr l)rcscnlly a()ntcn)pllllc(l
in tlrc Icgul rrgirnc A()\'crning Sin()-li)r-
cign a(xrl)cflrtivc j()int rrntutus, uilll thc
clilfurcnrr thrt lhc (rx)pcillilr i()int vcn-
turc leus nlrkc suclr l tr:rnslir o[ lssrls
tlte (()nditi(nt liu elrrlt' rclrrrn o[ rnvcst-

l|r(1]l l() thc lirrcign Partncr rlLrring llrr
lill ()l thc j()inl \'rnlurc. xn(l rcqr.rircs th;rt

tllc i()inl rcnlrrr( asscts lt, tmnslerrcrl kr
tlx (:hin(\c I).rfln('r li'r frtt upon ttrntr-
n:lri()n ()[ lhc pilnnership).

Ilt( ll()l \('li((.rls,r irrtlurlcr prolr-
si(nrs lx.flDilling ll Sliltc Sullrant) (r'crrr-
ren(\' ((x'rvcnil)ilit\' (at lurst lirr the- str
lir.e ol clclrr): solc lirrcign os,ncrslrtr of
thc pr()ic(_l <-ontpant' and solc oltrr-
ti(nul conl()1. dt l(.irst until thc tmnsfer
()f lllc p.(),cct at thc cn(l o[ lhe concts-
sion pcri()(l; lncl lrrangenrents cf'lcc-
tircly alkruing l)r()\'inci:ll (but n()t (cn-
tml) govcmmcnt auth()rities k) 8ua[lntec
PPA ()l)li81li()ns. Thc l]()T N()li(:c cn-
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rocus
c()urirges c(nDpetitivc I)i(lding li)r IIOT
p()iects, tlrus tacilituting pricinS fi)ftnulxs
hased on cosl t() thc uscr rilthcr thxn ()n
prtxluction cost rn(l return l() tlre pr()-

dr.rcerl lnd rls() rccognizes the principlc
thJI il :r pr()r'r1 (rnlll)ilny sulli'r\ "\crir,us

c(()n()ntic k;sscs as l result ol policy
changcs during lhc c()nccssi()n pcri()d. it
may -rclsonably increasc" ldrifl.s sul)sc-

qucltlly ()r L-xlend thc c()ncL'ssi()n pe'
ri<xl. Funher, thc N()tice pnrviclcs lirr el-

locetion oI c()nstnlcli()n risk to the
proicd conrp{rly. xnd the fu(ilitxlion ()l

g()vcrnrncnl approvels frrr winning bit!
ders in concciti()n p()iccls.'l'hc N(ni(L'

nlakes clc:I. lhxt 'pil(n UOT pr()iccls
ntusl l)c- ilppr()ved by lx)th tlrc SPC and

NIOFrLC, xnd thil thcse pik)t l|()'l pr(>

iccts must lx' projects rvith :r capacity of
nn)rc, than 6{)0 MW for thennll plents or
lcss than 250 MV lirr hydropo*cr
planrs. The Notice explicitly prohibits
rn]' g()\'crnment guxrxntics o[ 6xcd or
minifilum rc'tums.

It shor.rld bt' notctl tlrat (lhina has had.

for nuny ycars. il st:ltutc $'hich c()ntcnl

f'lJtei' i l)ilsr( IIOT :'tru(1urc--{hc Sin(F

firreign Crxrpcrativc J()int Venture LJu,
(CI'Lr\\'). This lar alNays h:rs allorvecl

f()r a pre-txxati()n carl),rctum of nvest-

Ilrcnt (('nditi(,ncd up,)n lltr t(,r(r8n
panncr's agreenlent t() transfcr, frce, alll

assets to the Chincsc panncr xl lhe cnd
of the joint venture s lcml. llris structr,rrc

lras. prior to thc int(xluclion of the IlOl'
Noticc. lx'en thc vchicle r>f choi<c lirr
foreign independent ;xru,tr dcvckr;trs,
as it allo,,r,s lenders and invest()rs t() au!a-

menl llrrrr rrtum fr.,n) l poucr prrrjcct

through the early distrihuti()n o[ cash cle-

preciati()n allG'ati()ns. Many induslry ex-
pens had anticipatcd tllat thr (;ry lnDlc-
menting Rules, issucd latc llst ycar,
rrrruld .rrnplrfy the rJtllcr v:lgue pr(lr'i-
sions of thc CJV Ll$, and providc" ex-
plicit standards governinS the locnl fi-
nance and tirx authorilies granting or
cleniirl of such errly deprcciati()n relums.
In this respect, tlre CJV ImplemL'nting
Rules proved a clisappointment (.J({, Irre
CB& January-Febru ry 1996, p.l9). ln
any (ilse. with thc pr()nlulgati()n ()f llle
more explicit regulations in the IIO'I N(}
tice and the forthcr>lning llOT l,aw, it
scerns lhal lhc BOl stru(tu(, I()nB inl
plicd in the CJv Lrw will be <jiscarclecl in
favor of projects slructurcd pursuant t()
the IJOT Notice and the llOT Law.

Vlrilc rrot rclevltnt ()nly l() l)()rvcr I)r()-

ic('ts, l)oth thc li)rcign lixclr:rng<' llcgrrlrr

ti()ns rn(l thc Sc(urity l-r$ havr rna<lc

nrxi()r c()ntril)uti(Ds to tltc clcveloping lr-
gel lmnrcn'ork Iirr firreign invcst,)r(r11 in
tllc p()$cr in(lrstry. witll tllc p(nnulg.r-
ti()n ()l the Ii)rrign Iixchlngc (:()ntr()l

Rcgul:rtions ()l lh( l'lt(,. r'lli'Lrive r\pril l.
1996. Ollini l(x)k u signili('rnl st(P l()-

*.rrd .r,.klrtsrrn6 ('n(' rrslx'(l ,l li '1('j96
ex(llJnge-rcl;ltc(l risk ft )r l)i)\\'cr l,r()ie( ts

in (:hinil: .rlrr(ncy c(nr\cnil)ility. llrli)r.
tllc i lr()du(ti()n ()[ lllcs(' nl('usrrres. un\'

lirreign irrr'cstcrl p()!\'cr gencrxtirnt cn
til)'. xs:lrl I'lll, \\'irs rc(luirc(l l() rclY ul){nl
tlk. \\\':tl) r.rrk(ts l,) (r,n\( n l(IllJ rnl,t
forcign r--xch:rnge. As rrll poucr pllnt
r( \ (.nlt(,\ n(,( (,\s.rril1 .rrt, rrr RIlli. rn-

\'(\1,n\' r('tunl\ \\(r( (\lx'\('(l trr llt( \il.l

nifi(iln( risk thrt llrc kxxl sulrp rlarkel
$t)uld lx. sln)n of lirrcign cxclunge. r\l:
lcr April I. hos'cvcr. unrl uitlr tlrt'rcccnl
:lnn()un('crlirn(5 l'rv tltc l'coplc s l]lttrk of
(lhina u'hir. lt cxpenclctl nrti(,n\r'i(lc tllc

Pikrt prognrnr xll(r\\'ing Irlt.s k) cx(l)ln8c
(rrr(n(y xt designatcd I'R(l lunks, lrllis
nou'$ill h:N'e rcllrtivclv rrnlettercd ltt.
(css t() tllc I'R(: intcrl)Jnk lirreign cx-
rhangc nrarkct. 'l'llc Sc(urilv l-:rrv, cllcc
ti!c ()(t()lxr l, lD5. cslxl)lislle(l li)r thc
Ilrst linrc J nlti()nrl lcr.lill lrasis for tlking
s('curil!' inlcrcs$ in ll l)r()r(l rengc rrf tlil-'
!i'rt nl tlPcr (,l .rsscts. inr.ltrrling rrlrrigr-

flrcnt rnd c()ntru(l rights us wcll as rcltl

Pr()lx ny.

Sector orerhoul

Rrr nreny potential cler'clopcrs, Itrw-
cr<.r. tlrt, kr,y quc.lrr)rr r(rlirin\ u'll.rl i\
hrppcning belrincl the scencs in lhc

[x)Ner s!'cl()r! lrlricl) is in the pr(xcss ()[

sul)stJnti:ll :rdnrinistrltivr rnd c(nl)orcrcial

re()rganizati()n. Acconling 1() ()m(ixl (;hi-

nrsc repl)ns. l\|oll'\\'as to lx dishlndcrl
this ycar. llolvcver, this lrrs nol llrp-
pcncd, and dottlrls arc in(rcising rs l1)

\r,hethcr ()r n()t this rc()rganizxti()n will
trrkc ph.c. Rcponedly. l\'l( )l-:l) \ fun(Ii{)nr'

are kr It distrilrr.rtcd tlrrc'c u'lys: to thc
Clrinrr Ft dt r:rtion . )f l'()w(r Iinlcrpri\(s.
ulrirlr uill r)v( ri!(\' I)()wL'r ('on\trtl(lion
ancl pri(ingi t() Chinx Niltionxl l)(xvcr
(irrp., rvhich {,ill hold ccntrrl-lcv<'l intcr'
ests in p()\'r,cr gcncr"li()n plxnlsi llnd k)
Ihc Si'(;. \!hicl) rvill continuc to Ix rc-
spr:nsilllc firr planning rpprovrls.

I\'rllJl)s rr()r( intP()rlirnl l;)r li)r( i8n
invcsk)rs is the rcccnt (rcxti(nl l)y l\4o!ll)

()t (il)inil l,()!r.cr lnvcstnt(nt (l()rl).
((il)l(l). '1'lrr rssistxnl to lllc prcsidcnt ol
(.1)l(: tj' l,r \i.r()lrn. I'r(r)ri('r t.r l)('nt,l s

<hughtcr. Ol'l(i, ILrng \!ilh its IIong
Kong sulrsi<liary, (lhinJ I)()wcr Inlrrnx-
ti,rn.rl ll,,kling.. l.r(1.. i5 l\rsil) .r,'(luirirU:

stxkcs in lrltr.(tivc p{ )\\,cr irsscts ()r un'
rrrnrplctccl pr()j((ls, whicll presunrahly

rvill lx. fin:rncecl by lirrcign clcvcklT rs.
()nc su(lr l)r()jc(t is the Shrn(l()ng
Ilirhx() 100 NIW fx(ility, cquipDrrnt [i)r
rvhicl rvill lx lin:rncctl ancl pllirlctl lr1'

(;crnlxn firor sicrllcns A(; !nd lsrircls
l nitc(l l)cvcl()porcot In..(.r.,., l).1.1).
Nllnf industry rnrlysrs cxp(ct thxt tllc
involr,cnrcnt ()[ (-l'l(- as xn (Irit]' prnici-
plnl dc\'(l()p(.r \\ ill hclp k sscn llrr risks

inhcrcnl in inconrpletc nxti()nrrl Jp-
pnllrls, or guirmntics lnrrn kxal pou'cr
punllrscrs u ith no crctlit stlr'rtling.

Centrol will requircd

llrc:rking thc l()gjrrn in thc Cllincse

P()\\',Cr sc(l()r, ho*evcr, trltinratcly u'ill
rcquirc lxrliti<al sill at the crnl l lcvcl
on l nunrl>cr of fronts. It is ul) t() thc
.( lr.rl ['.r(l('rslril) t(' c\l.rl'lri.lr PIi('rilr( s

x x)ng c(,,Dpating pr()jccts xnd l() illk)N
the dcvck)pn)cnt, linanr'ing, lncl ()1^-r.l-

ti()n ()f high-pri()rit) pnrjccls to pnrced
\\itltin a reg(rlltory slt!r(1ure lhirt ill lcxst

rcasonahly irppr()xirnxtcs internllti()nal
nornrs lirr indelrndent pos'cr pr<xluc-
ti()n lnd pr()icct financc. Rcccnt clevtl-
('11nt( nl:\-('\p(\'tJlll thr' Pr,rtttttlglti()n
o[ thc l]O'l Nrrirc and its ifl1l)lcrncntil-
li(m lxxh in lhc Lribin pr()iect xnd ()llrer

piltl projctts cuncntl,v unrlcr considerJ-
ti(m-sugScst that lhc Chincse g()vern-

nrcnt is tilkinl{ nrcaningfirl steps in that
(lire(lion

A ncu'rtrrxil upfxJr: I() lx'tnrtrllrng
lirr Pnrjcrts tlut ()l)lain tlrc ncccs$ry ccn-
tml govcmnrcnt apprrval. l his nrxlel al

k)\!s f()r Srcatcr conl(, ()f the dcvcl()p-
rlrenl, financing. anci ol^-rution of g>wer

assets by lirrrign investors, wilh corre-
slxrndingly grcatcr p()tcnlill for lxlh risk

.lnd rr:\r'rr(l lt rs rlso rlltl cl tlut nlili

ltalcs to s(rnc cxtcnt credit risk and lirr-
cilln cxcll ngc irv.ihl)ility risk. while em-
phrsizing price c(r lpeliti()n :lnd
cschcwing gutrtnlccd rates of rcturn.
Vy'hile the way lhcacl ccnlinly will n(n l)e
c:try lirr p,rwtr rn\('slrrr(nl in (:lrinJ, it ii.

rt least lx(r)nrin8 r)x)rc cl(ar, and that in
itself nrust bc viewcd as inrp()rtanl

I)rr)8rcss. t
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Ghina Law
& Practice

"Valuable, practical insigfitts....China bw & Practiq
is one of the bect lnvestments I have made'

Aan W.S. Ng, Legal Gounsel,Hewle'tt-Packad Asia Pacific Ltd

The A-Z of Cutting
Risk in the PRC -
your excluslve free
you subscrlbe nowl
As a new subscriber to
China Law & Practice,
you will receive a free
copy ol The A-Z of
Cufting Risk in the PRC.

report lf

Exclusive to subscribers,
this invaluable
reference tool gives you a route
map through the minefleld of
investing in China. lts 26 useful
sections - from arbitration clauses to
winding up, from due diligence to
vicarious liability - give you a handy,
at-+glance introduction to problems
faced by investors old and new

fhe wo tl's leadlng Jounal on Chlnese buslness taw Chinalaw
&Practice

Stay ahead of legal developments in Ghina by
reading just one publication

I ffii,#, 1

Yes, I wish to subscrlbe to Chlna Law & Practice.
Q Yes, Please erter nry subsciption to Cbina l-au dr Practice at HK:16,850 or US$950

(for one year of l0 issues, trcginining with the current issue)
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D Cheque enclosed (payable to Asia l-aw and Pracrice)
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on all unmailed issueg.
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Analysing and explaining PRC law and its impact
on foreign businesses in China

Every month China Law & Practice:
O Summarizes new legislzrtion, de tailing over 50 important national

and local laws affecting all foreign businesses in the PRC

t) Guarantees high-quality, full-length translation and analysis of
crucial Iaws and regulations

I Investigates recent commercial clisputes between foreign and
PRC parties in securities, trade, investment and more

I Focuses on tr key business sector in China's fast-changing
business environment - from banking to BOT, infrastructure to
IP, telecoms to transport

<) Examines what foreign and local l:rw firms are doing in China

O Guides businesses through Chinu'.s cvolving legal system
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Chino's Insuronce Low

I Lorry [. Simms

New rules ore not

moking for o rush o
new ployers

I l.orry L Simms is o porlner in lhe
Woshington, DC, office of the low firm
of Gibson, Dunn & Crukher llP.

I n :r rnr,\(. ,1,^clr rrutrlxrl lrr Ii'rergn
Lnr,,,r,r.', firrrrr tihinrr (n.r(t((l .l Ir.l-

I t,,,n.,1 i,t,,ur.,n..' l.r\\' lu.t \'(:rt ll:. tlt('
I ti,Lrn.|rtirrn ol u o.rtxrrul rn\rllln('( rr).

(lustr). Ii)r .10 yqrni rlt!'r thc lirunding ol'

lllr I)c()l)l(,s l.lepLrhlic of (lhinr. th( c()un

try lrad onll'(rlc insur-cr', tltc Stltc-orvncrl

|,(1,f\l('\ Irl\lrrxrr(( (:('r)l).ltr),'l (:ltrn.l
(l,l(:(l). uhi(h wus renanrcrl l'crDles In-

surxn.c (CF)up) Coqr. IPI(I in.lt)ly. I)l(;C

prl'idcrl onlv a nlrrorv lrnge ol insr,rr_

lLnc'e pr:cltrcls. c(^'ct-ing risks ltssrti:ttc<l
\\'ilh xvirlt)n, shipping, :utd cir+l() ()Pe -

li()ns.

lly l9lu. tl)ougll, Iltc ctntrll govcrn

ntrnt ltgln kr re(()gnizc thc conneclkrn

lx't\\'cen its (lritc t() fcli)nn ancl olxn ulr

Ohirlll s e(1)n(nn| to forcign inrcstnlenl.
anrl thc clenrancl [irr rclcqr.tttc insrrunt'c
lrr tlx rnr rc:rsrnI rrurrrlrrs ,,1 Ii'rcrAn rn

|crlors lrDcl cntcrprises inrrrlrcrl in th\j

r'ounln s uctclrr:tling gnr$tlt. .\s I rcsult.

l)l(.(, gr(\\ rupiclll in thc l9l]0s. th(^rgh ir

r.r'rLrl .,,rttr'nt.rrkct 'lr,rlc l(,1\\,r n('\\ In

sur.l,l(e r'rnrlfrrnic\. l'inI An Insurtnct
(:(,. rr \lr(nrlr( rr .rrtrl slr.rrtglt.rr'. t.ltin.r

l,:rail'i( ln\rr[Jn(c (i). li)r(ign insurance

llllrl\. l(x,, \\('ac c.rg(r ltl (nl( r (:llinJ \
lll.tlk(t. An(l tlt,'trglr ,,rrlr l\r, li,r(illn lo

sur;rntc hrnrs currctttlr arc litcnsctl ttr scll

,n\Ur.rn((' ll) t ltttru. Ilv lutr' lt]ri Ynll( --
[oreigrt insrtr:tnce r'ontplnics fr'ont l3
trruntrit,s harl est:rblishcd I l9 rcptu:'cnlx-

tirc ol6ccs lhroughor,rt the tountn-
R(gulJIi()n ol this lletlgling irrclLrstrr'

li(\ \\rtlr Il)(' l'c()Ple s li,rnk,rl t)lrirr.t

(l'lloC). \\'hich. historicallr. hacl rcrl'
(l(N( li(\ t(, I'lCC l'rr()r l(t llr(' r(i,p(t,n
of tlrc Insur:rncc l;r\\'. (lon)estic insrrrers

rvere supcn,isecl r.rndcr I prtchu'ork of
carll regulations, rvhilc thc Scptcnrl)cr
1992 l,rrrrisi,'n:rl lvle:rsurqs t,, Ado)inrst('r

l-, rrcrgn-lnve.ted ln\rrril0(e ('i)rnp.rnicr
(the Shanghxi Regulatiorls), issr.rccl by tlrt
PliOC s brlnch ()mce in Slunghili. estxl)-

lished rules li)r thc cnlry irnd ()pcrirti()n ol

ftrreign insurers. It was rtnclcr drese regu-

Lrlir)n. th:lr tlrr only li,rergn in.rrrr. rs in
Chinx. AnrcdcxI,l lnternltiorrel Asslrr:ln(c
C(). (AIA)and'l()kio Mtrine & F'ire In:'ur-

ance Co.. trerc issrrecl licenscs kr scll in-

suBnce in the Shanghai region.

Thc Shanghai Ilc'HLllxli()ns. xppr()\'ed
b) the Statc Council. alkrrvccl lix thc li-
r'ensrn6 r,l' l;,rci8n in\urlln((' rrtlprtnic's

in Chin:r lbr thr first time sincc I9r9. llut
ncithcr AIA nor 1i)ki() llxrinc $'ere rl
Ion'cd to opcrrte outside ol Shenglrai.
l)espilc dris restricti()n. the Slungllxi Reg-

rrl.rtron. p:r'erl tlrt rrur lirr li,rcign firor.
tr: sell insurance pr<xlucts in l nrarkct
tith a large lnd corrrparativtll st'lkrll
pr4ruhtiorr. llt' \orcmlxr 1995. uccorcl-

ing Io press reports. AIA srs sclling
i5,(no life insurince p()licirs a nx)nlh

Wo*ing up to iltc hw

Ccntnl lcrdcrs. mt'anu'ltilc. $'crc at

nork on a nxti()nal insrrrilnce lx\\'. 'lhr
Insumnce I-J\\'of thc PRC $'as lppn^'ctl
l)\'thc strnding (i)r)rnittcc ol the \:r
ti()rrrl People s Congress (Nl'(l) in Junc

f
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1995: it lxcrrrrc cllc('tivc on O(k)l)cr I ()I
th.lt yexr 'lhc nerv luw cst:rblishcs r lcgul

fnorc$rrrk. ulilizing intcmrti()nrllv re(r)g

nizcd dchniti()ns. to :lpplv nrtion\\i(lc l()

this n.lscenl industn'.
The clmfiing prtrcrs for lllc Insurunce

Lrs ues carrie<l out in thc clrl] l(l)0s l))
a clrafiing comnrittec consisting ol crrrrcnt

xnd fonner l,lCC ()m(i:rls-{lhinr s cxlxns
()n insuranac nlrttcrs-in(luding I.i Jiilhull.
rrrrrnst'l,rr to lh(:l.rl( (.,\rr1(ll llr)(l .rn rn

sutuncc e\l^'n $'ilh x \\'(ll cstxblishc(l in

lr-mltionul rrpulJtion. 'lhe clratiing conr'
mitlee drc\\'!rp()n insulilD(c l:r$'s liom lr

nuorber ()f Weslcrn (()unlrics :lnd sclerill
I'S sulcs k) prrxlucc r drlli lcrsion of a

nati()nJl insuftlncc hu' lhat rvlrs circtrl:rtctl

:itnt)ng [,rrcign instrrlncc r,rnrJT,rnrr'r rn

lq)3. Aicr scveral revisions. thc linal drnli
\\,irs submilled t() thc NI'C in c:rrly 1995.

Tltt ftn.rl l.ru .rrc,rrrrlrlislrcs Ilrr(,(, nl.rj,'r
objectives. ljirsl, it l)ro!'i(lcs x (letrilcd na-

ti()nlll frllme\\'()rk firr lhr conrltr<r of'the
insLrrxnce l)usincss in Chinlr whcre n()

srrch tiirnlr$r)rk previorrslv exislc(|. Scc
()nd, thc hw cxplicitly alk)\\'s the liccns-

ing of firrcign insLrtrncc finrrs to scll ptr-
:\(,n.ll .tn(l nr(,1\'n) r':tsrIrltt' rn.trnrnc< rn

Chinil pursulnt to mles tlt:rt:rlso rrppll'to
d(mlestic iDsurxncc c(xDpxnics. 'l hi(1. lllr
ll$ $ill lrring in() lhe insurrn(c rurkcl
tcclrnolol5 ancl cxpcnise previouslv un-
ruv:ril:rhlt und slr,rrltl lintcr (inrpctrlr,,n
lmong all instrrlntc firnrs. rvlrctlrr'r lirr-
eign r)r d{nDcsti(. Sincc thc insunr (c h\\
\\'(nr rnl,) (.lii\ t ,n r \1,'lx,r I7)i. nt.rr in

\ur.rn( ( !(nlurc\ in tlrc lu:.t t(lrr lr.lvr'i
cludcd firc d()nresti(' ()l)cr ti()nj,. ()nc

ioinl \'( nllrr( 1,,rrrpurr1. :rrrcl rll( lt((n.ing
of a Cr.rangzhou AIA brinch.

After c'nlclnrcnt ()f thc nr\\' l:rs. n Irll
() the l']lto(ls nc\\'l\' (rcltr(l lr)surirnc(
Dcplnrncnl k) (lrali rnd Pnxnrrlg:rtc rcg-

ulxti()ns----r,)il)( rc(l rhis Iall-l(, llll in rhc

dctlils rncl res()lvc the :rnbiguities in thc
ne\\'lJ\\.rs applrcahlc k) (krr)cstic xnd
firreign insurcrs. Ilcgulilti()ns t() l.l()\'efll
foreign (or li)reign-invcstcd ) insrrr:rncc
con)px|lies rrrc exprtlrcl to lt issrrcrl l.)y

the l'{)rcign finrncirl lnstitllti()ns l)epld-
nlcnt ()l the PII(XI in l)c(cn)l)er.

Forcign insurcrs loke nole

Of inrnrecliate c()n(crn t.) [irreign insrrr-

ince c(Drpxnies inlctuslcd in tnlrring tl)r
Chinr milrk(t is tlr( rclxti()nsllil) I)ct\\'ccrl
the nc\\ lt\\ lncl lirrcign insLlrilrx'c ()per

rtions. L:ndcr Aflicl( 1.t8. lllc nc\\' nx-

tk)nrl insL[irnce larv is fully applicablc to
frrrrign insttrunrr c,)nrPinics. Tllcre r:i.

hon'cvcr. an importint caveat: this ap-
plicability is suhject to preemption not
,rnll hy ()thcr l.rtr.. hut hv J(lrnmrsl li\'(
rcguhti()ns This preemption mr) come
ahor.r( not simply front lau-s or regula-
ti(xrs in eriistcn(e:lt the tinre th t thc na'
li()n.ll rn\ur.lnc( lrrs'becJme elleatlve in
Ortober 1})5, lrut lh,o firnr regulali()ns,
srill I() be issued. t() llolem foreign and

d()m!,slic insurers. Thus. under Articlc
lrH. tlr( PIIOC s F(,r(i!n FrnJn(i.rl In.litu
lion\ l)sp.rnrn(nl c,oulcl. h) ldminrstr.rtirc
rulc, regulate foreign insurance cornpa-
nies in ilnv firshi()n it chose. overriding
thc othcn{ise tpplicahle provisions of
the niti()nal insurance law.

V,hethrr this license to preetupt lhe
nirti()nxl luw by administrxtive fiat shorrld

[t of practical concem is difficu]t to de-

tcr rinr. bccause regulations propounded
by cithcr the lnsurance Depa(orenl or
tllc tt)reign F'in!ncial Institutions Depart-
nrcnt rrrrulcl require State Council ;tp-
proval. Nonethcless. this unusual feature

o[ the nxtionill len (unusual at lexst hy
t S lcgal standards, uncler rvlrich laws
nr:ty lT precrnptetl only bv other lal's.
nol ldministr.ltiie reguletions). puts for-
cign insLlrcrs ()n n()tice tl'tat the rules
coulcl change dranutically. ancl qtrickll,
withoul resort to the full Chinese legislx-

tive pr(ress.
\(n\\ irhstanding this un.en.linl). thc

Iarr d<x:s h1'doln the regulatoq frante-
r,r ork Sorcrning in\urJn(c (()nrfllnic\.
conlmcls. inrlrrstrl regulation, and dispute

r('\,,luti,,n llr.rt r: r,l imF)njnce to f(,turgn

insurlncc firnrs. and it seems cloutrtful
thrt lirreign insurers s'ill be trelted dilIer-
cntll rrrth rcgrrrcl I.' thcir J:r'-lr)-dJ) J(ti\-
itics. Forcigrl insurers nlay lx treatecl clif-

fi'rcntl;" rvnh rcgard to their entry t() thc
Chincse markct. but once licensecl, their
opcflrti()ns likely v,,ill be governed by lhe
nrlc. :rpPlirrl'le t() (lorrtestic ('orrpxnr(\.

I nlrl ft.ltulJli,)ns rpplying thc ne$ in-

$rrancc lirw specifically to f(reign insLrr-

xnce coDrplnies are promulgated. the
Shxnghli Reguliltions will continue to
scn< .rs rr or,:<l<l f,rr thc,cntry o[ forcrgn

insLrrxncc companies into China's insur-

:lncr nlxrket For exarnple. the
(;uangzhou brlnch rif the PIIOC issuecl

rrgulations similxr t() the Shanghli Regu-

l:ltions t() 8()\'cm the licensing ancl opem-
ti(nr of AIA s Guxngzhou branch.

Ihe ins ond outs of fie new low
I nlikt thc insrrrilnae leu's in nrlny

(\)untrics. (ihinll-\ instrftrn<c la!\' encorn-
plsscs iD ()nc rkrcLrnrcnt rlctlilecl rulcs
governing insut:tncc (()nt[lcls, in\uftn(c
c()n)pJnirs. lnd tlrc rcgtrl:rton hurrlu-
cr:rcr cstablishccl to inrplcnrcnt ancl t,n-

firrr'c thc nes'la,v Sorne enxlvst\ nlJv re-

glrrd thc cxl(nsitc trclrtl]rcnl ()[
sul)sknlirc lcgel nrlcs t() g()\'crn (hc rcl.l'
li(rrships l)cl$ccn insrrrcr lncl insurcd as

unusu;rl. lfut llc'r'urrsc (lhina is consirlcrcd
l ciT il lln ('()rrntr)'. ls <listinct lionr a

c()rlnl()n h!\' a()untn'. il is nlllrlrill th:rl

th( ntu'I:r\\ s,'ttLI rL.lrt'tlrt'PIv rnt,,
thc'sc lcgel rcllllr)n\hips rrthcr lllirn i:,
sigrt such pouer t() th( (lhinfsc c()urts.

'l-he lxN (lrlilils lllc l)rsi( pr()cc([rrcs
lirr stlning up u|rd opcratiog rn insur-
iln('c c(nnpirny. In sornc rcspects thcsc
prtret[rrcs tlillcr liorn lllc (\)rresp()n(ling

rcquirements in tlrc Slunghiri Rcgrrll-
tions. Slrc ifit points ol nolc inclLrtlc:

I The form of a company An insur
incc ((nnpnny cun t;rke only r;nr of trvo

fonns, :rcconling k) Atli.le 69 of thc neu'
llr$: either l strx'k conurrnt \\ith li )it((l
lirl)ilily or u "$'lrolll' Stutc o$'nctl conr-
prn).- ll()\\'evcr, Irccar.rsc ol'thc pmtnrp-
tir-e lirrtr: of llrtlr utrrcnt ancl firtrrrt rcg-

ulxli()ns g()\'trning [orcign ir'tstrr:rncc
c(ntlp.lnir:'. tll(' ()pcnlti()n ol' thcsc ctxrr-
panies through (urrently l)cflninc(l ioint
\l DIrrrr'\ r\. .rnrl llrr'.Lrrtr:rlrlr' \\ ill ((,ntrnuc

t() l)c, g()\crn(.(l h\ lhc Sll.rngh.li'
Grrrrrgzltorr Rcglllxti(rrs ancl cvcntulrllt
thc lnticipate(l nxti()nill rrgulrti()ns 8()\.
erning forcign insurxnae c(xDl):lnres. ln
aclclrtion tr; thc (lrl:rils ()n stru(lrrrc. lhtj
insrrnncr llru tu(luir(.s lhlrl the uppli(rnl
lirr a lictn:c (h(x)s( t() eng;rgc in thc
brrsiness ol' sellirtg cithtr lrcrsolr:rl or
P()Pc(\' insllrJn('c thc s:ln)e ((nrpxny
cllr'rn()t ()pcrJlc in hrtlr :rrcls. Insrrrlnce
c(r pJ|li(s lrlso lrc rcrlrrirerl. un(lcr Ani-
clc 72, k) hxvc puirl-il,r cuPital ol lt lcust

Y2(X) rnilliorr, u rc(lui.cn)(nt in line rvith

intcrnllti()nrl l)rxati( e.

I The applicatlon procelis llcli)rc sct-

lirll.l r.rp:l (()ntplny, tllc insLlrln(t: linn
nttrst u1rply li)r x l)crnrit t() csfulrish oprr-
lti()ns l)y sulnnilling tlle lirl()u,'ing d()cU-

menls: il u'ritlcn lrlr;rlir'lrtir:n, inclucling
th( nxrne ()l lhc c()rrlplo)'i lhc anxrunt ol'

rcgistcr'ccl r'upitulr (hc sc()pc (r' l)usinsssi

lu llasibilitl strrrlyr ln<l ()lllcr (k)(unrcnts

rncl inlirrnr:rtion that prcstrnrrbll sill l'lc

detxilcd io tlt( prn(linF rcgulutions.
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Ilndcr Ani(1e 75, lh(, lnsu ncc l)cpxn'
rrrent rrr(ri'l r(rlrl(r,l {l(('i\x,n \\llllrn \l\
nx)nlhs ()l'tuccivinl lhc (rnnpllle(l apl)li-
cuti()n. ln.()nUilsl, Ani(l('9 {)l thc sllang

hai l{cguhtrotrs ullous thc krll lrranch ol'
lhc Pl]()(l three nr()ntlts to rlct idt
$'hclh(r t() t)r()(rss irr xl)pliairli(nr. l)rrl

plects no Iinrc lirDil (,n lllc:r(tuxl l)r()'
(('.inE. Att\' l\t.rrt(,rsP(,rson \\'ttlt r,\l\,ri
cn('( ln ('llrn.r (,)r, l,,r lll.ll rr.rll(r, rrrlu.
:rll\ it,t\ ()thcr (()untn) sl)()ul(l tllk( lhc
si\-llnrrth (ler(llin( ol Anii.lc -5 $ith rr

largt grlin ()f \Jh. At llris $'ritinq. lh( iru

tln)rity l() l.lrilnl liccr'tscs rrxttinrrcs lo n-
.rirlt rn tlrt' Ii'rcilrr I'inrrrx'r.rl lr)\lrlull(,n\
l)cpirtDrcnt ()l'rh( l'll(x:, rlcspite tht rc
(rnl (rcirli()n ()l lhe lnstrrlrn('(' l)cPllrt-
nlcllt I'hi\ clirisirrn ol r(sl)()rlsil)ilit\. l)c-

t\\'ccn (l(xDCsli( insrrr:rncc ectivity rrnd
(l):rr in\'()hin8 li,r(.il.ilr (.ntiti(s ir, crrDon)n
in (llrinl, enrl is cvirlcnct tlr:!l th( l.lrlnl-
ing ol liccnscs to Iin(igrr instrr(rs 1() ()l)(r-

xtU in (:hinir in uny tirfrtt uill L()r)tinu( t()

lrc l prrxcss govr.t-nctl nol rts rtrtrch hv
r(ln)inistrxliv( rrrlcs lln(l lx)(rdures rs l)v
the I)()liti(rrl rncl cconotuir' policics lirr'

nrtrlutctl lrl tl)r l'}ll(x:, lh(' Stille (l()un(il.

ancl thc Stlncling (:(nnn)itlc( ()l lhc Nl'(1.

I Start-up ()ncc th( irl)pli(itli(xr is :ll)-
provcri. tlrt' 6nrr rcccircs .r lia(ns( l() s(ll
insut:lnac. $l)r('h is :r l)rcrc(luisit( li)r r(g
i\t( rrnH tlx' ((nlrl)ilDv ir,kl .rpphutg li'r .r

husincss liccnse. ln .(l(litir)n n) tllc Li

tcns( firr Insurencc lrltrsincss ()pcnlli(nrs.

(lr( nfitl r)rr\l tro,l.n:rk. .r r('fi(.r ol rt'grs.

lrllti()n ptul)rr:lli(nls.ln(l ()l)t:rin a lnrsiness

liccnst' Iioru tll' lxul :rtlntinistrutirrn ol'

indusln ilnd (()rDnrc('r.
'lhc l<xel" n:rlrlrc {)l insrrr:ln('c (()o}

p:lny licensc\. ltos'cver. rtltl prr:r'c kr lt
vcr.rliorr\ l,,r li,r( r8n-rn! (.1( (i (rrl(rl,rr\('\
(FI[s) sccking lo purclulsc s()pl]isli(rtcd
insurr[rcc pfi rrlrrr.ts in (:llinir. Altl]()ugll
the nc$ Lr\\' irppli('s nllirnrwi(lc, liccoscs

lo scll insrrruncc.lrc gflrntr(l rrnlv lilr linr-

itcd geogralrhi< ureus. l ltis rrtcltrts. lirr tx'
.rt]rnl(. lll,rl :r i"irrr \'( nlrr( ,rt)( r:rlrrlx
s()lelv in llcijing (irrlrlol pur(ll:['c irlstrr-

encc fiorr lnv insrrr:rn(c tirnr, lircign or
<krrrrestic. th:rt is not li(ensr'rl to scll in

suraD(e irr llcijing. ll. rs irlrlicil):rlc(1.
nn)sl Iir!il.lr1 insrrrrrs:ll( lirlitc(l l() (]l)cr

:rling in (n)( ()r l\\1) l(xlllitirs. IIlls \\'ill
(()nlinrrc t() lt lrrcetl uitlr sl)()tt\' instrr-

lur'rre :r|lrilihilitl unl(ss tll( lnsLrrlrnc(' l)r-
lranrtrcnt slros's sornr.' lltxibilitt orr this
i.rtrt, lt rr,,rrl,l It( r(:rsott:rlrl(. lor rt-
i\lun((]. li)r tl)( lnsurxn('e I)(l)JrlrD(rnt t()

pcnDit an insurcr-firreign or domeslic'

l,) rnsrrrq.rll ol un .rpplirunts rlp(rxti,n)s

in (lhina. so long as the applicxnt hirs x

lcgrl prcsence. ancl thc insurcr is li-
ccnsc(l, in tl)c siln)e l([alit!.

1'his problcnr could lt exacedxtcd lrt
llr( r('lJIr\rl\ srrLrll nurnlx.l ,ri [,rrrrgn in-

srlrers lh:rl h:l\c' inclicated a dcsirc to stll

IrFrP(.n\ (.rrrt.lln rn\urun(q \1,)\l li,r(i8n
irrsrrrcrs hlc linc(l trp t() cntcr (ll('Ir:r
sonlrl insurancc rlerket. printarih to scll

lilr insuftrncc policics lo thc Chincst'
prpuletion. 'l his situxti()n also rrrrrld hlc
l nlgxtiYc irnPxct on the central ,,l()venl

nlcnt \ clti)rts l() vilrlizc (lhinx's inluD(l

c,1rtr,nr\. l\\.ltr\(' tlrt' hlurtllirl r,l li,rr'ign
insurcls \illing to sell p()pen] ('xsuxlt!

pnrrlucts unclcrslanclil)l)' \\ill g vitrtc l()
uerd lhc nrorc pr()spe()Lls (:()rt.,tel lrturls.
'l'hos :rr lelsl until lhe d(nrestiL insr,r-
lrrr.t irrtlu.tn'rl, rrl,,p. l .ir1r1111x.11xn1 

'1,
run<lcnvriting c(nnp!rxhle k) thxt r)f ti)r-
( ign insrlrcls, lclcqr.rale property/crtstLtlty

rn\ur'.ll]i( lll.r\ l,r. .intlllv lrn:l\':lilirl)[ ln
(lhinu s inlcri()r.
I The security deposit tlnder Arti(lc
-H. tlr( in\ur.rn,1 (lrrtp.rnr rrrtr\r (lcln,\it

f0 l)crccnt (r' its registcrcd clpitrl :rt a

b:rnk to he dcsignatecl bv lhr lnsurancr
l)cprrflnlenl ( prcsr.rntablt' pri()r t() -lcttrrlh
scllinll insu ncc) This is ll)r s.rore pcr-
(cntugc rcquircd lrv Articlc l(r of thc
Shxnghri llcgulirll()ns. s() it pr()l):rl)l\' \\ill
renrxin lll tllis hgurc lirr firrrign insurunr'c
(()ntPtrlic5.

I Approval of insurance contracts In1

l)li(il in Ani(lc l((r of thc l.\\' is tllc rc'
(lurr( rr)(1)t tltlt lrtli,rr. instrr:rnr'e lrrlrr'rt.
rrre rold. their "hasic tcnns rnd c()ndi-

ti(nls" xnd l "schetlule ()f insurxncc prc'
nritrrns applicahlc to drrrc policics nrtrsl

l>c llrprovccl by tltc Insurlncc l)epert'
nr(nt ,,r Ilr( li,rcrgn Fin.rnci.rl Inslillrlir,nr'

I)cpln rcnt. (li\rn thc linre it mighl uke
l() s!(\rrc suah lpprrval. instrflrncr cortl'
punies prohuhlt'rvould lt qcll ldviscrl
t() sul)rnit lhis inf()rrDati()n ls pen of thcir
xppli(illions evcn tltouglt. tc.llnic:llly. tll(
inlirrnration oriry n()t l)c re(luired rvith lllc
al)llliclti()n.

'lhc Shirnghxi llegulxti(nls (Articlc Itl)
rc(luir'c tlrrrt insrrrancc conlrects antl Prc-
nliurll tllcs ht' Ii)nntllilted in ltr't'rrrclrncc

\rth lPplituble l)llC)C ftrlcs. It scc,ns

Iikrly thrt li)rciglr ((nnp.rilics ullioutelr
\\ ill lx' lrcrlcd thc s.lrur lls d()nrrstic ((rrl-
plnics rcgurtJing prerniu ) lrlcs. \\'ilh x(l

Irr( rrPpror':rl l)r thc I'I,OC on rulc n)ut-

tcrs rs lllc prcllrrcrl nrethrxl ol oversight.

I Relnsuraflcc Aniclc:, l0l, 102, rnd 103

s1.lc.ily tlrat Jt lcasl .10 per(cnt ol-r ((ntl-

J):ln\"\ ln\ur:ln((' (()lllr.l('ls rlltrsl l)e tcin
srrrt(|. Anitlc 92 :rtir\s tlrt' lnsrrlln(c l)c-

lurtIlr(nl l.r.rl)llrr^1 in:lr,,rn(( r'r)lPilnrL'\
to conrltrr't rcinsLrrarD(-e lrusines: rncl els<r

lllou's lirr thc xppr(^'Jl oI reiltsurettt'c
lrrokcr':tgc httsincsscs l'rct tsclt' hos thr:

Insrrflrn(r I)cl)lflrn(ot \!ill r)ierris{ its Ju'
llx,rit! i5 r.r'r( l(:rr. l)ut lh(s(' :lni(lrs iodi-
(xt( il d(sir( l() li)st(r r largcr antl ntrrrc

r r rrtll)(1rlt\ (' r('rr)\trf.lr\'(' rrxltt\(n' rtl (.lrltt.l.

t nrlcr Artirle l0J. llrc l'llO(l hrs ir

l)(r:rcl nrencllrt(, l() rcllLrLllc lhc pluecrrrcnt

of rcinsurrrrr.r. ohliglrtiorrs willr ovcrscus
(1rrl)lnics. l'r((inrl! \\'hlt nrlus will gor-
crn tllis r,!rlric(1 sill bc strtlctl cithcI lrl'
tl)( g(ocrill r(gullti()ns lrr lrc isstrerl lrt
tlr( lnsurilnar l)cl)irnrncnl ()r tl)c rcgulit-
tirn'rs l() l)( issrrc,.l lrv tlrc lr(nrign Irinrln-

cirl Inrilitrtli()ns l)cpifl,)rent. ()nc irtrpor.
t:rnt issirc llrilt lll()sc r(l.aulilti()r)ri

Prr'srrrnlrhll uill rcsolvc ir' \\'lrcllr(r insur-

irn(c ('()nrl):lnits u,ill lt:rlc lccrvly t<r

I)llr(c,cinsuflln((j (^'rrs('lrs $itlr()ul first
.rtkrn6 .rppr','r.tl, [,r,,rng tltc' rtgtrl.rti,,ns
!\itl) l)()\\'cr t) r(slriLt \Lr(l) Plx(('lr)cnt:'
onlv elicr tlte lltt.

'l'ltu rlt.rtrglttr Ilcgtrl.rlr,rn. rlrlI r lr,'rtt
th(' n.l(i(nrill llr$ orr tlte issuc ()l rcinsrlr-
r|1.(. Ani(lr Jl ()l thc Sltunglrai It,.gulr
li()ns r((luire\ Jo l)crc(nt ol risk trr Ire
rt rrtrrrrrrl. :r. scll .r' .rrtr t;x. rfi, nsk rtt .r

nonlr'rson:tl l)()li(r lllrl c\ac(ds 20 l)cr
r(nl ,,1 llr( rtlilrr(1 \ rl(1 .r\\('ls lll.rl .rfli-
clc ulso erplicitlv rc(l!rirrs thxt rhc 30
p(r('unl r('irtsufiln(c l)c I)h(c(l \\'ilh l'l(i(,.
Illc l)ft)llrcssi()n li(nrr r(([riring rcins(rr-

ln<'c bI rr ,.{)rrrplrnt rlcsignlrtt,d lrt tlre ln
\llr:ln(( l)('l1.lrln]( nl I() :tn\ (l',rt)('\ll(
rcin:'urcr. roulrlccl tith tll( lrppllrrnl
l(x)ss ing ()l <onl(rls ovcr lllc ()\'cr),cus

plJcrnlcnt ol' rcinsrrr:rna(. s('cnrs t() h()dc

ur'll lor lIr'r'rIn r \rrr.r]r(' ((,rl)l).rrlr('\
'I-hrrt tlrc I)(r(cnl (,1 risk ('\'(nturlly sl)()ul(l

l,t rtr.ltr.crl 1,, ..ll) l)(,((nt l,,r l0r(r8n
r rrllll):r,ln \ rrrtrI r :rrl,srrlrrr'ltt rUgrrl.rlr,rnt

lrls() rvoLrld scelll r(.ils()rtll)le, lrrrt pcrhlrps

less ccrlrin.

lnsuronce conFocls

As clitl priol rhulis. tlr,: nes' l:ru' clc-

v()lcs (r )nsi(l(rillr(' tllcnli{r) I{) tlrr nrlrs
thilt $ill g()\-(n) lllc li,flnali(n) lncl sul)-

slilrl(e ()l insrrrlrn((, (r,ntrilctr!. 'l'llc h\y
clcurlt relllcts r d(sirc t() sinrplilr, lnd
n,((rr(ilc s(xnc l)r,\'rsirnls ol lrrior clr.tlis.
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up to 7 hours faster
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BeljinS

the n ext time
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to Bei jing.

llciiinta nrxv hc on thc <ther sidc ()f llre certh, lrut no\\ NorlhBcst Airlines l)rings it h()urs ck)scr.
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t()r l tr vcl lintc lr(rn cilsrern. sot(heestcrn end rnid*rst cities. All ()n ,n(xlcrn 7i7-i )l\ in tlle spacc xnd

((nDf'()rl ()l' ()rrr vl)rkl l\rsincss (:hss."'

whctli(.r lx)und fi)r lJciiing or eny'whcrc in Asia, \\ten you fl) Northwcst, it rc:tllf is e sntrllrr

urrrld. (lell \r[rr rravel igcnr. !isit lllc Cit]'lick(r officc, or call North\\'est Airlin(s xt I -800-aa7-47,17.
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prniculurl)' rcglr(liDg tl)e irnlxrlrnl issuc
()f c-nii)r(jcxl)il ilv-ill \\' l)ilt pri(., $'illr
\Jrxl (r)nsistcncy, xod in \\'hxt frrnrnr rvill
thc rights anrl obligltions ol insurer un<l

insurccl bc detcrrninc<l anrl enfotcrl.
Sincc thc Shxngl)iti Rcgtrlutions rre silcnl
on tlr( \e r\\tl( \ ti rl fr 'rt rl.in rl nlll\,rtt,( \.
thc n(\\' la\\ :rpplics irul(nrxticxll\ l() li).-
eign insur.lnce (r)rnl).lnics ancl thcir con-
trlcts

Anicle 9 of lhc lx\\ (lcfincs lrn insrrr-

tncc c()ntnl(t lts rtn agrrcrnrnl rc:rchctl
bl thc applirlnt itntl tltc insurcr as lo
thcir rcspcclitc insur!,1('c rilhts xn(l
olrligrtit'n. Tlrc l.rs .rlso r((luir( \ l)irni('\
eDgxginH i,r insrlriln('c xctivitics t() xct
''undcr th( prin(iplc ()f ulll)()st !i(x)d
faith. akrng \\'rth u parlllcl rc(l(rircn)('nt
in Ani(le l0 thill xn iDsuiln(e a()ntnl(t lx,
contltrcled on a llir, rolrrntan' lrncl nru-

tLr:rlh bcncfit ial l)irsis. l'uflhcr, Aniclc l2
stxtes Il)c hrsi(j Principlc tlrlt un insur-
:ln(c (r)nlrr(l is li)rn)e(l up{)n prcscnti-
ti()n ()f rn rpplic:lti()n ancl thc :rgrccnrcnt
ol the insurcr lr; issue insurlD(c.

llryonrl thcsc lirndxnrcntrl pr)!isi()ns,
sevcal othcrs ire ()l'pxni(ul:rr inlcrcst 1()

firreign 6rnrs Frrr cxurlrplc, un(lcr A(iclc
16, lrn insurxncr irl)pliclrnl I]rusl (lis(k)sc

rclcr'Int lttts enrl gir'c trtrthlirl xnsrvcrsi i[
tllc.rpplicant f:rils t<: tlo so:rnrl thc trnclis-

closccl [:rr't w()rrl(l hx\rc tlrxtcriillly xl'

fi,clcd thc dccision to insurc (r'tllc l)rc-
iur)r t() l)r ahlrri.a(.(1, xn in5rlrcr (lrn

rescind tlrr f()lic)'. lllis :rckrption ol $hirt
ri. (\.(nlr:rll!'lh( ((,nr,rr,D l.rrr nrI r'l rr'.

<luircd epplicunt discl()srrre reprcseI1ls !
rrl.lj('r irrrl)r,,\(r)r(rll,rrtr pri,,r'hlrltr,rl
tlrt l.rs. rvlritlt:rl)l)(:rr((l n(,r k' l\'l.rni(
ul:lrh' lough on (lishon(sl ill)pli(xnts

Personol insuronce

Ani(1cs il-6U lclclrcss issucs uniqrrc to
pcrsonal insrrranc c contr:rcts 'Ihotrgh

prrsonltl insttr:tnr.c covcrs lt lot of
glorrnrl-rnr lrrthng .rrr'rtk'nt rrntl lrh rn-

sur.ln(e-gcncr.lll) thc llru' ckrs u g<xxl

i()l) ()l' (liscrinrintting l.)ct$cr:n propcrtl'
.lnd Prrs(n1rl insuErn(c.

r\niiles 5(r-5ll ol thc las prrrr i<lc cle-

teilccl nrles for clealing \\'ith n(nr'pil)'nrent
o[ prenriunrs (nr pcrs(nul insrrr:ln(c c()r]-

tr:rcts. sixl) tl:ry's atier thr insurcrl fuils t<r

p:ry iur insullnrcnt ol a prrorirrnr, covcr-
age ('errscs (or is reclucccl in :tccordlrn<c
\\'ith rny pc(incnt ternrs ol'thr contr:rct).

At thlt p()int. thr insurcr antl insurerl
ll.rvr: tu'r, yt;tr. l lr)'I(, rr'),r,1!'( lll( inr-

PBOC's newly creoted

nsuronce Deportment is

to fill in the detoils ond

resolve the ombiguities

in the new low.

pessc. I[ thct [ril t() rqrch irn alareL'nlent.

thc insrlrcr nu! rcs(in(l thc contncl hut
nlust rcnlit t() lhc insurcd thc cashTalue
ol the policl if tsrr velrs premium has

.rlrt':rL11' lt't n p.rrrl. Il h .s Ilr.ln r\\'o vcxrs'
prcrrrium hxs l)(en pxi(!. drc insurcr may

t'rnc(l the c()nlruct bLll must rcturn Pre
nriunrs pairl less the insrrrer's cxpcnses.

Ani(1es 60-6,1 gcncr.rll)' pr()\'idc li)r the
(lcsigniti()n ()f l)cncfici rjcs. Panicullrly
n()le\!r)rth)'is lhe second paragrlph of
Anicle (il, which spccifics thlt thc insr.rrcr

rnay pay llcnefits in cqu:rl shares to each

ol rrrtrltiPlt. lrenrlitr.rrigs rvhcrc tlrc in
sur(,r ll.l\,n,t lrccn inli,rrrrctl hy tlrc in
surcd ol the scqLrcnce r)r pr()ponk)n of
lx n, fit. tu lrl prritl to orttltrlT le l,t neEci.t-

rirs. 'lhis climinlltirs tlrc p()ssil)ility. lxid
()ut in ll)c lililtc C()uncil clrafi, $,hereby
lhc insrrrer cotrlcl havc paicl the bcnefits
to.rn) ,rnc r,l tltt nrrttt(J l\rncEt'irlrrci.

Clorifing the cloims pno€ess

Anult ll rtrltrrres the rnsrrrerl t,r grrr'
''timel) nrnice l() thc insur(r of the oc-

c-Lrrrtntc of :ln insurc(l c\'cnl. Aflicle 22

rtrlrrirt. llr< rnsrlul lr' prorrrle the rn-

\uter rrilll erir[nr'c relellnl lr' un in
srrrctl c|rnt $hcn nraking :l clxinr. and

rcquircs lhr insurcr k) requesl lld(liti()nxl
inli,flnJIi(,n il rt r( lirr(ls thc inf.)rnl.nii,n

),lir'(n .rs rnr'(rnrpl(tc Ank lc 2J r(qrrirc\
llle insurcr to paY a chim sithin l0 dals
,,1 ('.1(lllDI :ln .lgrccnrsnl nith thc in.
surrtl or bcnc[ir irrl reg:rrding the
lrol()unt t() he peicl. Absent such en
ilgrecrncnl. tllc insurcr D'lLrst pr()cess:l
(1Jinr in r tinrcl) nrenncr encl. if it ftlils k)
fulfill th.rt ohligation. thc insurer must
gral not onlv thc contract tlrnrages dr.re,

witl) inlcrcst, hrrt un1' 'danuge sufferecl

hy tlre insurcrl or lx,neficiary ls, resuk

of nonlrlvucnt ()l all ()r I p()rti()n of the
lrcnefits thrr. 'l'ltus, insurers pparenlly
:rrc cxposcrl lo rl:rims for c()nscquential.

rrncl pcrlrlps even cxfre-c<rntractu:rl, clam-

lgcs in.l(l(liti()n t() \\'llllt \\1)ul(l lun()unl
k) thc tinrc vrlrrc of thc nnnr(_v Jl isslrc.

Dispute rcrclution

Althouglr therc has bccn consicltnrhlt,
ck)trbt espressed thrl ll)c nlrli()nrl insrrr-

ence hl cotrld lx' intcq'rrcrccl to ullrs lirr
Ilre arcati()n ol clisputc rtsoh.rtirxr nrcclra

nisms clcsigncrl k) prcvsnt clisprrtcs liorrr
going to thc I'copl(rs (i^rfl. Adi(l(r lti rp-
parentl\' $ill h' interyrrctccl hr thc Insur

ance Dcpllnnr(nt l() B'nDit tllc inchls(n]
in insurilncc c()ntrxcls ()l illcrn.rtivc nreth-

txls of tlisptrte rcq)[rti()n. Per:rgnrph Io of
Arlicle llJ spccilic;rllv .rllo$s insrrrrn(c
c()ntrrcts t() in(ludc pa()!isl()ns li)r thc
''scttlenrent ()f disputcs._ llcc:rus(, thcn-c\-
isting Chinese lun'ilicl not p(rviclc tirr ur'
bittlli()n ()f a()nlr:r(l clispirtcs bct*'ctn lirr
cign insLrrlnce (()lripal,'lics an<l inrlivichrll
PRC citizcns b, cxisti,rra urlritntl hrlics,
forrrgn insrrntnrr,1,rilP.rr)i(\ irn(i llr(rr rn

diricluel policylrolcL:rs thcorcticJlly fu('c,cl

rn lnfil1tl()Lls situxti()n in uhich bLrt lirr
paragr.rplt l0 of Anic lc l8-tlrc l'coplc s

(i)url $(\rl(l bc thc only'ol6<irl lirnrnr lirr
resolnion oI tlisptrtes h(1\\'(rn l]lcnr.'ll)is
prrhlenr h:rs ltcn rliscusscrl rcpcxlr(lly
srnrc tlrr ir'trti.tl drrtlt (, lllc l.rt| w:rr r'rtru-
htecl in 199J, lnd s()ur(rs in Ilcijing inrli-
(irlt- lh:ll lll( S(n('nll ,(lllrl:llx)n\ 1,,l|c i\
sttecl by thc lnsurilnce l)( l)llrlrrcnt
cxplicilly will pcrn)il;rll insu[ers lo ln'()
r id( f(,r Jlt(.fltirttr,c disItrtt. t'croltrtrr,n
Drcchanisrns in lheir insrrrxna(, c()nllr(ts.
The regulations t() l)( issurd l)v thc ti)r-
eign Fin:ll.lci:rl Instiluti()os I)cpurtnrenr
r',,,ttlJ n,rt rn,rLh tlt:rt nrlt'h,r l,,rtrtn rn-

srrrrrs. ln the nlelntiDlc, lhc rcccntl) rc-

l(,r.r(1 .\rl\rtr:rti,,n l-r\\ .r.rt(s lhlrt Ii,r(il.irl
Ilrms thut arc <lcsignatccl :rs lcgal 1rrsrrns
ancl that lrc cnglgccl in (cnlrin tU)('\ ()[

ircti|ities cxn englgr in trrrrrnrcrci:rl erhi

tr.lti()n ( -\r,{, P.5{))

Limiiolions on inveslnrent of premium

A uni<|uc felturc o[ th( Shillghrri Rcgu-

htions is thc pn)hibiti{n. in Ani(l( Jl, ()n

Illc rn\ ( \lrrr( nl (}f ;rr('ntrrrnr , xrlsl(l( ( .ll,n.r

In il.ldition, Aniclc Jl limils irlvrsrnlenrs
k) cenirin specifed cttcg()rics. in(h(linll
clepositing frrncls in (lltinc'sc lln:rmial in

stitut()ns, thc purch:rse of I'R(l g()\'(rrn'
menl h)n(ls. coqxrfirtc honds, lnd shlrrcs

of st(xk (n()t k) oicccd 15 perccnt (r' lhc
totel lirncls evaileblc lirr iovcstnrr:nl). 'lltc
new la\\' (Afiidc 1(Il). l)v (()nlrirst, (l()cs

nol on its ircc rcquire inv(strnenls k) l)c
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nrxdc in (,hinx, l)ut it linrits thc cxtcgories
()l invcslnr(nt t(, l)xnk dcP()sils. 8()t'crn-
rtrcnt rfl(l Iinlncill bonds. and <xher

tirnns eppn^(l lr\' thc Stete (i)uncil The

rcconrililtion oI tlrcsc cliffcring rules
slutrl<l colnc rvitlr tlre issuan<c o[ rcgula-
gx16s b1 tlrr. lin(.ign liin.rnillll In.trtuti(,n.
l)epunnlcnl, ltnd thc rcsoluti()n $ill (r)\'i-
or.rslt, lt ol grclt intcrcsl l() li)rcign insur-

crs. nlrxt of wh(xn lum l prufit on their
investnlents of prcnritrnr, n()l ()n their un-

dcrwriting r(tivitics.

Just the beginning

Though only tw() f()reign insurance
firms so t'lr hevc lxcn elkrwc<l into the
Chinx mxrkct iuilh l lhird. Crnadas
Mlntrlifi'l'inancill, given pe rmission to
fornr:r ioint vcntrrrc). lheir successes

thus fr. in Sh:rnghui no doulrt lrc a

sourr-c o[ cncoungcnlenl li)r ( her fi)r-
iiiSn insur:lncc c(rnprnics hoping-bul
ni,l Irl li(('tr\cJ-l,r ssll rni'urJnc( rn

Chinl. Sincc tlrc tw() f()rcign finns began
()perxting in Sh.rnghii, l)l(lcs shrrc of
the nlrrkct hls flllcn fnrrn r ne:lr-total
nrrrnr4r,ll to 65 pcr((nt. th(\rBh its llu.i-
ncss overall lras grown drsnutically. For-

cign in\rrr:rn(( firrrrs uitlr rcprcil]ntJtivc
olficcs in (lhinl rvoultl chr n'cll to pay at-

tcnti()n k) thc nxli()nxl insrrrxnce laE and

subset}rcnt iml)lcorcnling rcgulitions to
lr issuc<l by thc Insuran(e l)epanmenl
and thc Forcign !-inxn( ixl lnstitutk)ns l)e-
pannrcnt ol' Ihc l'li(X.. !(!ighing in $'ilh
Pll(Xl (rFici.lls on lhc de\el()pnrent o[
nrlc\ th:rt (\( ntu:rllr uill .rffrr't forcign
lirns surclv uill pro,e lrncficial to for-
eign insur:rncc ()pcftrti()nri in Chini in dre

krng nrn.
'fhc ne$' in$ur{nce llrv provides the

li)undltion for thc dcvclopnrent. over
li rc. (), x s()plristi(atcd insuruncc indus-
try it,l (]llinr. Thrrt tltvekrpurent, how-
evc'r, undouhtcclly will conlinue to la8

bchincl lrotlr tllc rxpi(l grorvth of the
c(r)n()r)ly lrs lr wholc, and lhe FIE de
mancl lirr insu(Lncc pnrlutts tiom c'slal>

lishecl int<'rnutionul insurcrs. F()r Ihc
nran1,frrreign insurers qucrrt'<l up firr li-

censcs, the (enlr l g()\'cnrnrcnt likel)' \\'ill
scck. ls it h:rs in otlrr scctors of the Chi-

ncsc c(t)n()Dly. transli,r of tcclrnologl'
lnrl trlrnisc in crrlt.rngc f,rr pr'rrtrr*.rr,n
() ent(,r lhc nurket.

Itrirng,:rn lx'cx1',cit.rl t() xr,,liJ x silu

.rti,'n in $hi(h forcrgn rns,trcr. r,lruin:t
&)rDin;lnt positi(fl in tlris sen'ice seclor,

lnsuring complex

corporote octivities in

Chino will continue to be

difficult for some time.

non, and in tltc ncar frrtr.rrc f'()reign insur-

ers may be rcclrtircd to lirrm joint ven-

nrres u'ith Chinese c(nrplnics k) ol)lxin li-
censcs, tlrough cvcn thc I)()st iltlrirclive
p()tcntixl (lhincs( ioint-vcnlure pilnners
.rrc likclr t,r lt.rrr' littlt lr:tckHrrttncl in in-

suancc. I'rohlenrs rilv risc. paniculxrl)'
o\-cr the issue o[ hoq' thc p{nners $-ill in-
r-est ln<l n nage nrillions end. ultimittelv.
lrillions of rcrni hi \vofll\ ()l prcnriuns-

-flrc (lhincsc nrarkct nonethclcss rc'pre-

sent\ (,n( (,1'th(. lc$ gr.x\ inF. lJr-frrrn
satumted insunlncc nrarkcls in drc nr>rld.

The onlv othcr nr:rrkct o[ sinrilar size-
Indii-rcmxins crxnplctely ttrsed to for-
crgn insrrrcrs. so lirrr.ign tn5rrtJn('c fimN
will c()n(inuc t() nlJke $,hatcvcr conxnil-
ments nccessary t() grin rdnrissi()n i() thc

Chinesc rnxrket.

f,)r lh( sh0rl l( r0r, llr,'uglr. l-llls in
China pnrbahly will (()nlinuc to find lrus-
tr:rlinB rn(l tlilli'rrlt tlrr Prr11'ss r,[,rlrtrin
ing insurilnce tlilorc(l t() their specific
needs. For c\rnrplc. \k)to.()la In(. and
.nlt(,r lorcrSn 6rnrs oltrurrng rn Tianjin
curfentl)' :rrc unxl)l( t() insure thcir ()pcra-

Put thourunds r{ Chine.te pntduts ut |ourJingcrtip:

Comprehensive 1996-1997 Authorilotive

China Export Products on CD-ROM
lncludes over 3,OOO color product photos

Llp'lo-d!tr' pn)lilcs ol 5.(XX) nlaior cxport lirnrs. complclc wilh conrpany nanrc. rticire'ss.

lclcphonc, lax. prc\idcnt s nantc. and cxpon producls.
Ov(rr.1.(XX) lirll color enlilk)g fhot(x showinS thousands ol'c\porl p(xlucl\.
l:ind c\B)rlcrs inslrnll! hy producl and conlpany nanrc\ und lirnil v()ur scarch by krc.rtion

I-i\ti0g\ ol Chinc\c crpr)fl trxdc trir\. eily l.'li'phonc c(xl.\. xrtd othcr u\clll inli)rnrxlion.

SPECIAL HALF PRICE-ONLY $149
Rcgular pricc $299, Shipping & Handling ${.50

TO ORDER:
BY MAIL:
Send check or moncy order lo
Condal Entcrprises. Inc.
3G55 Main Srrecl. Suitc 102
Flu\hing. NY I ll54
For information and a fiec color brochure call: 718/672-5292 or Fax: 718/939-0284

BY PHONE: TOL[" FREE
8m-241-0795

E@l*z
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tions thcre with ant' firrcign insurtr be'
cruse no lirre'ign insur.rncc c(mrpxn! is li-

cennjd in Tianjin. And.Jxpancse c(nDpil-

ni<.. Iong il('('ll\t.rrl('(l to tlt,xrsrnl
among a stlcct nrrnrlx'r ol llrgc.leplnr'sc
insur.rocc 6mrs to takc tltrc of their or.cr-

ssrs insurunce nectls, lre si,)liltrrl) tldrili
in the PRC

InsurinE tonrplt x iorp('rxt( Jdivitici.
espcciallv lalxrr-intensivc t4rcnlions, cen

l)c (liluotinF in :tn) \(lling. II)ing \(, in ir

country such rs China, in whi(:h risk as-

sessment is nucle all the mrrrc prrrhlenr-

atic by l lcgal syslcnr much less tle'vcl-

oped than thc cc()n()my. u'ill tax the
skillr .rncl t nt'rg1 r,l'(r)Tx)ftrlc cxc(lrtivcs
and ex;rrience<l insrrr:lnce undcrwriters.
The PRCs ncw insurancc la$ uill not
(,f,tn th( J(xtr t() ('xpcn( n('('rl un,.lcntrit.
ersi it can. :rt lxst. only frxtcr the dcvel-
opment o[ the cxJrenisc ne(cs\ar]' li)r thc
drrnrestrr' industr)' l. r)r:rlrrrr' t(, tllc n()inl
qhere it cln nlect thc n'icds o[ its enor-

mous client basc. Ancl il nrusl lxi not(d
that these nccds arc no clifti'rcnt-and no
simpler-in (lltin.r tltln cls(\'llcrc. C(nn-

pany dirccl()rs encl olficcrs will he stred,

errpl<>yecs will lx wnrnglLrlly tcmrinated,
pension phns will go awry, ancl workers
will lrc injured. China s clcrnanrl f<rr insur-

xnce rSainst rvcrvday cxhmitics cxistsi
thc qucstion rrnrains rathcr rvho $ill
writc- thc polirl, rncl rt u,lut price? The

nct\'insu n((,Lr$ rs {,nll J lrginning in

rhe PRCs ()ng(ring cllrn (r pnrvidc thc
ans\\'cr5. fi,



Quiet lncursions

Anne Sievenson-Yong

Chino's free-trode
zones ore ooses of
relotive freedom for
foreign business

I Anne Slrevenrcn-Yong is direcl,or of
the Council's Chino operolions.

F\ t'tltrl.rt,'rr r'(\lrii'r r). i,rr lr.r(iin!.1ll.-
I I activititr hurt lrcrn :rnrrrul thc
F( uu,*, ."r'i,,us inro.<linrcnts ti, lirr
I \.iJrn lnrsincss in rhc l,ll(1. ln 1990.

irt un rllirtt to Pr()vir.lt li )rr ign-in\,esled
cntrrl)ris(s (fllis) $illr rr \\'i(lcr l)usincss

arrnl)it (hxn is l)cfirritlc(l nxti()11wi(lc.
(lhinxs (cntrill g()\,crn,Denl epprovctl thc
cslirl)lish )cnl of l huncltirl of honded
zoncs. 'lhc cxp(,rirD(.nl s'ls explrntlecl
l\\1) \'(:arrr\ llttcr. uncl lJ nilli()nJll\' !l)-
provrd h<rntltrl or "l'rc('lrJ(l("' 2()rlcs
(fT7-\) n()\\ {)lx,rJtr in (llliDu. rk)n8 \\'ilh
e lr1\ tlret hlrc not rctci|crl ctntful gor.
crnntrnl xl)pr()\-:ll. \\'ith ((rrlplrtli\'cl\'
libcnrl rc grrlatrrrns g()\'erning inlr,rn and

c\lx)rl l[r(l(, lrs Nc,ll u: uarclrous<rs antl
slros,r<xrnrs. thc zoncs halc enrcrgecl as

lrni,lh( r:rl l( \llnt grortnrl. l,rr rttrIr' llt rr-
hlc <rrrnmtrciul polici<rs. Vhile FfZs do
not provirle lirrcign cr;rnpanics n'ith tracl-

ing righls rllrough()ut (.hinx, z{)nc p(rli-

cics lllow s(nDc,rlrn(uv(ring r(xrlr tbr
((nnl)rrni('s intcrrstcd in imponing their
()$n l)fi)(hr(ls lrnrl cxening cI;st-r control
ovcr lhc Pr<xlruls' pr(rn()ti(nr. (listrihu

ti()n, xn(l sc^'i(inr1 in (lhinl.

looking for on out

l-n(lcr (lrrr(rlt lrts' uncl rcgtt[rtir'n. FIF-s

.rntl lirr(ign r(Pr(\(rll.rli\(,,liirtr..rrr nci

tlrr'r rrrrlxrn .rrrvtlrrru tlrr'r rl' n.t rcrlurre

for thrir r^r-n rrrllnulll('trrring pr(xcsses,

n,,r r'\lx'n .rttvlltittg llrt'r rl,, n,l ttr.rk.' in
(-lrinr, c\.('l)t untltr spccial uncl tightlt
lirnitcrl t'rxrtlitions rrr(l t\ilh l\linistn' ()f

Forcign 
-lr.r(lc ln(l litnxnni' (ix)lx.rJli()rl

(Nt()t-l !:(; ) ippr()\'ill.'l'hus, lirr exantplc. ;r

torcign <rrrlxrulion nriglrt havc cight l'lrc-

Iorics in (llrinx llut nrxnuli(urr 30 rypcs
of sponing ((luipn)ent li)r sxlc on tlrc (k)-

nrestk murkel, l)ut if lh(] prrcnl ((nnpirny

elso srcks I() scll a teonis rir(kel thxt is

not ntadc irt (ilrirlr, thc (()ml)llny nrust

rrsc il l)ll(; intcrnrcdi:rry t() irrp()rt the
rackets into Ollint With thc solc ex(ep-
tion of corDl'Irnics ()l)cr.lting in tll(, [:fzs.
forcign contpanirs nrusl contract s'ith
Chine\c ilg(nls I() [r)lx)rl irn\';xrxhrr'l rn-

temlctl lirr s:llc in (:l)imr. li)reign c(nnpil-
nies elso :rrc lirnitc(l srriclh jn rheir ilhilily
to senicc cquipnrcot in (.ltinJ thll lhc)
d<> nrx nunul'arrurc lltcrr'.

Cllin('\( ( ( 
'rrlp:rrli( 

\. Ir x,. l:l( ( r( \tri( -
Ii,rn:, {,n Il)('rr f,,r.rBn-tr.r,lc il( trvitr( \.
thottgh thcsc rcslri('ti()ns rrc less sevcrc

th n th()se irtrposerl on t;llls. (lhincse

comp Dics nrrrst rrlrclergo ln lpproval
proccss t() rcquirc thc ri!{hts to inrpo(
and expon gtxxls, lnrl thcy nrlv tratlc
r,n11 tlt,rst Ir,rltrrrs list(l on llr(rr lnrsi

ncss liccnscs. A llrv tk'signatcd prorl-
ucts-grJin. r-egrtrrblc oil, trucle lnc!
proccsserl oil, tobacco. lc'nilizer. sugar,

cotton, urxxl, nltLrcrl nrlrlxr. rvrxrl, \.arn.
svnthctic filxrs, lnd stecl JrnxJtrcts-nuv
Ix: irngrnc<l onlv lrr Strtc rrading (rnupJ
nics or thcir dt'signetr(l :lgcnls.

Room lo moneuvcr

'l'hc' l-l l:lZs in (lhinx lre Jrngg(r in
Iirrniin: l)rliun in l.iironi !l l)r()\'incc:
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QingLlao in Slrlncirng Pr()\'iil(ci shJnl.{-

lr:rr s Vrrg.rrtli.ro: Zlt.rnglirrgrrng irt

Ii.rngi'u l)r,)\'in(1', NrnSlxr in Zlr(ti,rng
I)r()\,in('e: Fuzl)()u (M.l\\'ei) rn(l Xiirrr)rn
t\r.rn$1rt r,l I:triillrt I'ft'\'in((: SlIlt,,trli.r,,
rn Shcnzhen; Zhuhei: Guangzlrrru untl
Sllunt()u in (iuengckrng Provinr'r': ltnd
lixikou ()t1 llainun Isllnd. M()st ()[ tltc
l:lZs ere kxatr.rl in snull pon ol hrrdcr
!rcrs rn(l all lrrvc rlcarll' dcmlrcalecl
lxrtrndlries xn(l c()ntr()llcd ar'r'css lor
lxrtlr peoplc un<l grxxls.

I'rrdc a(tivilics lhat txke plx.e in thcse

z()ncs rre excnll)l f(nD PRC tr!(lc lilws.

Iirreign grxxls inl)()ncd into the l:lzs rc-
(luire no li(cnsc ()r (ll()ta d()cunt( n1s. irnd

irr( n()t suhiccl k) in)p()n Lrrill.\ ()r txxcs.

Inrp()rled (.lpilrl cquipmrnt xn(l ('on

stm(ti()n Dlxtcrirls r.rsccl lbr building enrl
()per.tin! Pr)cessing facilities l()cllc(l in
thc f-l-Z ils() lrc not subjctl l() tilxcs ()r

t;rrill.s, dcspitc lhc re\'{{ati()n earlicr this

1r,.rr,,I thc,:rprt:rl rnrprn tJ\ (\r'rlrl)t,(rl\
li)r l"ll:s (n,(, ?r,r,(-71& Juh.August l9(X),

p..12)- Aut(nnol)ilcs inrportcd lirr coln

l'r.lrly use v"ithin lltr zone, Itoucvcr. lre
t:rxecl. prcsunr:rhly ltcause drc vehitlcs

Foreign exporters

ore oble to store

goods in the FTZs ond

tronsship them to third

countries without

incurring PRC toxes.

can l)c uscd ()lrtside the z()ne.

G(xxls renuin duty-ttec *,hilc in stor

age or lring prressed lirr exfx)n in FTZ

tcrrik)ry. Whcn thc-y crxs Jn FIZ lx)rder
into (lhinr proper, gxxls erc considcrccl
.exponcd t() China and l)r(rrne subiect

ro tarills, laxes, ancl any rpplicehle li-
cense ()r qu()ta drxunrcntation. Contpa-
nies wirlrin thr'l'TZs ou)'s('ll thcir prtxl-
urts in thc z()ncs in rcrrrirbi or hxrd

cunency. lxxh of ulti<t cinulatc lcgally
in the !'l Zs. 'Ilrouglr lrarcl-currency sales

Jrc (1'nlrr,,n thlougholrt (.hin:r. li,fti8n

(urrcncies techniclrlly rrc n()t pcr,Dillcd

l() (ir(ulatr in Chinx pr()per. CLrrrcncy

rcgulations are rnorc libcrll in the l;lZs.
though, lncl c()rnpiries that spcnd or
e.lnr fi)rcign exchangc on erpons arc n()t

srrhjert to thc vcrificati()n p(xcdures thlt
rupply to 6nns outsidc the zones.

Z()nr trx r:ltes rnd ()lher policics lrrc

detcrminecl by the lcg:rl status of tlrc arcl
in shich the-v opeiillc. I:ile of thc z<rncs

(ll.lik()u, Shant()u. Sltxt(\riiil(), Xialrrten.

:rntl Zlrrrh:ri t :rrc, s ithrn \1 o-( ill L,.r rnorrrr

7,,n(s {sEZr'). AIrng uith W:tigurxliIrr.
thcsc zoncs can olli'r tlrr sime privilegcs

rs tlle SEZs, u'hcre Ircrrl g()vernntcnts

hrr'c consider;lhlc ttllon() v k) ilppr()r'c
forcign invcstcd r'rntrrrcs lnd offcr llr
lrrclks. Thc ()tltcr scvcn z()nes arc in [ir)-
nonric end Technolrgicll Developnlenl
Zones (ETI)Zs), u'hielr oller less gencr<rus

inccntives tlran SI'lZs. l](nh SEZs :ln(l
!:'11)Zs le\f'a 15 pcrccnt income ln lftcr
x livc-\'exr pxnixl tlx holidav. though a

nunrl:<r of govcrnnrent othciels havc strg'

gcstccl thirt (:hiu $ill phrse out this tax

rr(.lr )(.or l)y 2(r)(l llt(, I:l Zs vnnctintcs

of-fcr l rccluction in vx[rc-added txx (VA]')

Jiaotorg

CEIBS
China Europe International Business School

UI!iversity, Minhang,800 Dong Chuan Road, Shanghai, PRC
r
fif
(a

w
a
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w

CEIBS is thc lcsding busincss School in China. Establishcd as a partncrship bctwccn thc EU !nd
Shanghai Covcrnmcnt, CEIBS has bcen rudning succ.ssfully manaS.mcnt dcvclopmcnt and rcsaarch
programs in China since 1984.

CETBS proposes thc following @ for 1996:
Short term intcnsive residcntial managcmcnl progrsms for middlc and senior managcrs of intctn!lionrl
companics in Ch ina.

programs are divided in thrcc lcvcls: Satrior Mrntgamcnt; M6nsecment lnsiphts and Lcad.rship Skills
(scptembcr - 6 days) Functiontl Mrn.g.mcnti Pcoplc Managcmenl (october - I days), Markctin! end

sal;s Manaccmrnt (Novcmbcr - 5 days), Human Rcsource Mana8emcnl (Dcccmb€r - 5 d!ys). Furthcr'
cEIBS oaganizcs a portfolio of Executivc scminrr in Finance for Non-Financial ManaEcrs,
Advertiscmcnt. Corporatc ldcnt ity, ctc.

These protrams are taughl by inlcrnalional facully, cach lrith cxlcnsive Chin! exp.ricnca, and hsvc a

cl€ar China focus. They havc proven uscful for middl€ and scnior Chinese managc,s and middlc levct
expatriatc inanagcmcnt - for almost each program, managcrs can choosc betwcan lhc C-hi.09ff-llIn8liii
t rac k.

CEIBs' programs are rcgularly sponsored by: ALLIED sIcNAL. AMP, APPLIED MATERIALS, ABB.

AT&T. BAMA, BASF. BAYER. BAT. BELLSOUTH. CIBA.CEIGY. CM' GILLETTE. CRACE, HENKEL' HP.

IBM'lcl.Jo}lNsoN&JoHNsoN,LvMH.McKINsEY'MEADJoHNSoN'MoBIL.NESTLE'PHARMAcIA.
PHILIPS. POLAROID. RAYCHEM. REDLAND. ROCHE, RO}IM & HAAS. ROTHMANS' SAATCHI &
SAATCHI,SHELL,SSA,UNITEDDISTILLERS,VOLKSWAGEN,WINTERTHUR'ZENECA8NdOIhCTS

For a complcmentary brochurc and detailed course outlines. contact Stefaan van Hooydonk, Exccutivc
Developrn.nt Manager Today at tel.: +86 2l 64630200 or fax +86 2l 6435892E
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CONTACTS

on g(x)ds llilnsli'rrc(i int() (;hi,ril pr()per,

Jncl g(xxls asscnll)led in lnti txporlcd
from thc zont,s gcnerally lrrc sul)iccl to
tlrifl.s r;nl1 on Illcir c(rnponenrs.

p()rlca can sl()re 8(xxls in lhc I:l-Zs irn(l

tl]rnsship thenr t(r tl]i(l c()untrirs wrth()ul

in(Lrrring Pl((l tilrc\. I:lZ lxrnrlcd r',urr'-

lx\r:es. \\hr( slr)[r.tlc geoerirlh c()sts S.()

S-o lxr sq nr p(r \'(Jr. .rlkr$ lrllis to kccp
th(ir l)r()du(ls lrntl plrns <xr hrnrl sitlun
(llllnir \\'ilh()ut P:r!ing turiliis {)r lrl\(s llntil
llr( lx)(lu(ls lr,l luk(n (]lrl of llrt' z<rnc ot
roltl. 'lltrrc is no lirnit (tn lhc llut()lnl ()l

g(xltls ()r linr( llt:Lt J:rxrls (xn lx'sl()rcd in

l:lZ\. n()r :rr( l'llrs rc<luiretl tt) I)osr lnntrl
or l)ll\' l()n! t(rrrl 5tr)r';lte li.cs Il{)ntlrrl
u;ttthouscs lrls() a:rn l)( (stll)lislre(l ()trt-

sir[, lrn F'lZ. lrrrl llrcsr n'lrchorrsts trrr'

sulriect n) tighl(.r rulcs: ((nnl)uni(.: ,rrusl

lTut up u lrrnd lirr thuir prrrlurtst :rncl the

u,rrr(lr nar' lrt storcrl for onlr thr'ce
o)(nrlhs. rti(,r Nlrich thc (rnlrplrn\ nlu:\l
\lrn t() px\' lcc:. lrrr tlre riglrt to kccp rhel)r

in sl(n:rgc. Ii) dirl(, lJcijing hirs nol in(li
cxtc(l lhlt th(, l:l Zs rvill hc incltrrh:<l i tlrc
nc\r n:llionxl rlul\ scurrifv dcp()sil svritcl]l

lllut requircs a\p()fl pr([ess()rs tr) pxv J

refirmLrble clrTxit stcn img)nlng s(xxls
l() Ix, pr(xesscd.

l:l Zs l)'pr(:rll) :tlkru sirrplc pr(((\\rn].1
such as lebeling in(l l)xckaging in thc
lxrmltd q,archotrscs \\'ilhoul the pri()r cs-

nblishnrent of r nr nul'Jduring c(nnpirn\'.
!-\'cn silrpk, pr()cessing is prohihitccl.
ho*'ever. at lx;nclcci '*rrehorrses outside
lhc l"TZs. \vith a wrrellouse in :ln l'fz. r
c(nr)prny thLrs clrn inrport. label. packlge,
ancl transship products t() su(ll lxnd-
locked c()untries xs Mongolir rn(l K z-

Jkhsun A [,rrcrgn r,t,rrrpany $'rtll nl' in-
vc:\lrnenls ()r rcPr(\cnlJtive r)f[r(cs ln
Ohina rnay estltrlish ()r lease lt wirreh()use

in rrnc of thr l-lZs. tlx)ugh su('h Jn in-

vcstment d()es n()t givc the corrpany lhc
legal-person status necessary undcr PRC

laq to estublish hranches or conduct
business directly in China.

The ins ond outs of importr-ng

China pcmrits lirrcign invested tracling

companies onlf in the FTZS. Tlx)ugh FTZ
regulations restr,ct thc lr.lding activitics ()f

companies. the rype of limitati<;n and de-
grec of enforcemcnt vary from zone t<r

z()ne. Within the zoncs, joi[t-venture or
ultolly foreign-rrwnecl trJding cr:rrpunic.
can inrpon duty-frce products that lall
*'ithin their approved husiness srrrpc and

thrl are not ncce\sarily manufactured hy
thc importing (()mpany. M:rfly zones
have auto dealcrships, for exalnplc, thxt

lurc nr,t ou'nccl lr! tlre lutonrlkt.rs. Ctrs-

l:or nor" injirrl ttlioD ak)ut (:hinu s

hwlr.alc zo .\ ( l'17^rl comlytiel
,nl.t uatb to contacl tbe zone ofiicials
tlittctly:

Daliao
I)alian ljorcisu 'l mdc Zone Autll.rritt
Tel: u6il | 11'l-l()
Irrx: li6-t I l, 16l-l lt|2

Fuzhou
\'lei Zhivin,l
l)cput\ I)irc('l( )r

Fuzh(nl !r(.c 'l'ril(lc Z()ne

Adnrinil'lftlli()n
TclrF:rx: t16591,.3(*1195.1

Guangzhou
Shen Kui
Adminislrative Ccnter of the FfZ

Economic Development Bureau

Tel: 1.,b20/l\2214i75
Fax: %20/82214fi2

tlatkou (llalnan)
V'u l)cxixng
Deputy l)irccl()r
llaikou Frce 'l mde Zone

Adnlinistmtk)n
Tel: 8689u/67(F{80ti. 677-l320lJ

Fax: ll(r39tt/ 67fl.i&95

Nltrgbo

Qian Fu Kang

Ningtn Frcc Trade Zone
AdministrJtion

Tel ?$514/62!34O5
Ftx: t6574/6213518

atrgd.o
Sun Venlong
Direclor of Qingdao Economic

Technology Development
Admini{ration Proic,ct Promodon
Center

Tewax: *>53?/(8&95

Shantou
IluanS Tinggui
DirL.clr)r of Shantou I'rec 'l'rudc Z)oc

Adnlinistration
^t el : tt67 54 / 90 t -29.*. 7 59- 1 349

Sharouliao (Shenzhcn)
Zlx)rr'lin1g
I)irc( l(n ()f Investlnrnt Atl:lirs

l)( l)rnrnrnt
Shill( )uiil(, lirec'l r.l(le Z( )ne

A(L]linisttuti()n
1-r:l: tt{rfi5 i55-1iq9
Far: 8,(1155 55s-.1-16 I

Tlan ln
Cui Xuiuan
Public RclatiorD Department
Pon Free Trade Zone AdministEtion
Tel &2?J57U1056
Faaj P$2a51oo121

xtamcn
Dai Lcsheng

Xiamen Foreign lnvestmcnt Ofhcc
Tel tt659)J 5O5-11b1

Fax: t16592/fi54a59

zh4niliageng
MiaoJianJia

Jiangsu Zhangiiagang Frec Trade Zone
Economic Developnrnt Burqdu

Tel ts520/331{57
Fax: tl652o/ 332-295

Zhuhd
Lai DJnzhenS

Zhuhai Foreign Invesment service
Center

TeL8/o756/.8/3&.82'fr

Faxr 86756,/88&825 I
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Unlooding yorr wores
(ll)inil s l(nU coust :rll11r(ls shiPkr:rrls ()l

trxrrls r[stinccl ntx ortlv lirl l'R(] nlxrk(ts,
i\rt lrlso lor a()Lrntric\ inl;ln(1. [i)rei{n r\-

vafSaoqlao (shanghaf)
Yt [ri
\\ Jilir xliir() Irret 'l'raclc Zortt
'Icl: 1J6l I ' Srl(r.l 2tt88

ljl\: 8{)l I 5li0-l--1221
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CHINA HOI'EL: EXICUI'IVE FI.OOR VI'fH F.XI'.(lU.flVh LOUNGE ' I'ULIY IIQUIPPFID BUSINESS

CENTRF, \SITH SL,CRF;IARIAI, ANI) 'I-RANSIA|ION SI.,RVICF,S . PIITVAI'E CONFERENCE / MEETINC
ROOMS .I'HE BE,S-T BUSINESS ADDRT.]SS IN GUANGZHoU

e

f firiirfi
CHINA HOTEL

(o NEW \IYOIILD HOITLS INITIINATIONAL
CHINA HOTEL: Liu Hua Lu, Guangzhou 510015, China. ]'cl: (86-20) 866(1 6888 Fax: (86-20) 8667 7Ol4 Telcx: 440888 CHLCZ CN
Rcservations - Rcnrissancc: I 800 HOTELS l. Utcll: I 800 44 U'I'ELI-.

HONG KONC. MACAU. BEIJING. CUANGzHOU. HANGzHOU. HARaIN. SHANGHAI . SHENYANG . TIANJIN. XIAN
HO CHI MINH CITY . KUALA LUMPUR . MANILA . YANGON ' EANGKOK I998 ' DALIAN I999 ' NANJING I9'9

A Mcmbcr of Rcnaissancc llorcls Intcrnationrl

usiness Centre
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knllcrs lr()nt ()utsi(lc tl)( z(nru nrr\' \'isil
sho$rtrlus ir tlrt. l:fZ ()I, plucr' or(lrrs
fronr clscrvhtrc in (lhinx tllr()uglr lhc
clealcrslrip in tl)c l:TZ.

Ilost grxrds inll)()11cd lllr(rugl] f'lZs
can hc solcl clscs hcre in (lllin.r (lirc(11)'

{\\itln,ut x I'R(: li,r(,rgn lr:r(l(, ({,qr,rirti(nl

xctin!a ils intcrorc(liur\') r)r/)'il rlrc l)rrr'
chas(r hxs li)rrign-trirde riglrb. ll lhc sxlc

is to en inrlividuel ()r rt (1)nrp:rry thlt
lacks lirrcign trutlc rigltts. lxrtrercr. rnost

z(nlcs rc(luirc tll:rl thc lftln$rcli()n l)c a(nr'

ducted thr(nrgh u (lhincsc xltrnt. illrn\'
z()ncs hilvc en cst:tblishrtl Ii)r(i8n 'lr:l(lc
Scnice (.enler. \\'lli(h ilats ls u rt(nnin.ll
intcnlc(li.lry lirr thc rale in rctrrnr lor lrn
nu:ll nlcnrlx,rship tcr:s lrn<l snull tr'lnslt.
lirrn 111^ P.rrrl l,r' tlrc I-l Z-lr.rsctl xllt r

Olhcirls in r lc\\ z()nc\, lrolc,cr. hrvc
stirl(l thxt l lirreign cr xnpenl' sclling to :r

nrxinlxn(l ausl()nrcr thxl lx( k\ lril(lin!l
rights necd not (\)ntrlrat r (ihin(\c :ll.lcnt

t,, srll guxlr lrr,,rrqltt rnt,,ll)( r{rn(. Il.ro-
jio I:fZ (rTi.ixls. lor cr:rmplc. su! thrt
tltrcc lrrrrltl ('rlcgr)ric: ()[ pr(xiu(ts cirn l^-
vrkl clircetlr br tlrr lirrcign irngrner otrl
si(le thc z()nc l() cusknncrr \\ilh r)r \\'ith
oul li)rcign'lrx(lr rights.'l-h(sr I)ro(h(!\
inclr.rdc grrrxls thlt (l() n()t colnc Lrorlcr

l'RC qtr{)tlt ()r li(er)s( tu(luitunrcntsi ,.1(x{ls
thxt do n()t llll untlcr Stxtc nr()n()l)()l!
trrcling guichlincs: ind Pflxlu(t\ (lrxr ur(
iIlrl'rr,rt( (l in r, l.rtirt lr rnr.rll ,lr.ll)titi('\.
usr.rall! in shipnrcnt:' vxlLl(d ll lcss lllxn
S20.()(I). llrc F-IZ5 in I):rli:rn, (;ornqrlx)!r,

llllik()u. Slllrrt()u. ancl Zlrulr:rr clirirl t() :rl

Ios. r\'ilh acltain (lulrli[i(lrti(]os. (lir(\'t
slrles (r'i,Dp()rtcd E<xrls lrv Iirrci8n crxn-
ptnic:r t() ('Lrst()nlcrs ()Lrlsi(lc thc t()nc.
Othcr z()ne Julh(nilics s:l\ thxt lll(,:r!il,n(\
rr(luircnrenl tL)cs crist l)ul tllJl it is n()t

cnli)rced Ont. ()f thr s()uth(,rn 1(nres. liI
c\xnrPlc, rrll()ws ii)aciHn al)orl)rni(s l()
rcgis(cr xs lril(ling ('()rnplni( s ln llt(
zr nrc-\\llcl llc r (r-n()l llrc ((nr)p.Loi(s lla-

tulll) scl up ()|cr.rllrxrs tlrcrc-lrnrl scll
(lirccrly k) cust(rncrs in (lllinr, lh()ugh this

fr:r( lrr ( Jl)l)('.lr\ l(, I r,nlr.l\'( n(' r( 8ul:llirnr\
I'urrrnl li,rtiHn,'.rnrJ)ilnl(\ li,nrr (rl.lJl.lrrS

in l,rcigrr tr'lrc[.. Sonrc ,7r,,l(. llulll('fili(\
statc firnlter lhxt lirll {Nriflis (k) not llwlys
xpply to pr()([l(ts (()sslng tl)eif ln)rdcN
int() Chin1. IIiik{)u z()nc (}lficills rcp(rrt
thet x 50 percent reduction of thc rpplicu-
l)le t.lriff is rpplied to proclLrcts solcl

acr()ss thc FfZ linc.
l:( ,r(iAn-in\1,sI(,( I tnrtlirrg rorrrp.rnic' in

the F-I Zs nliry n(n csill)lish l)rlnches ()rrt-

The obility to conduct

exPort processing

hos ollrocted

foreign componies to

Chino's FTZs.

sitlc lltr zoncs. ll()\\cvcr. il e lirreign
,()rill),lrr\ \\ltlr,rPcr.rtirltr r'lsr'slrtrt rn
(.ltine rtscs a t(tding ltrnr in iln l:lZ l()

irnlx)rl ils or crscrs-rtlrclc prxlucts, tltc
l).lr('tll (lnllP.rlr\' ('.rll l)trrltnrl( lttttl sr.n'irr'

thc pr()du(ts l)\' ()l)cniflg rcl)rcscDlJlivc
()lfircs tltrouglxrut (:l)inl.'lhc rcpr('scnl:t-

tivc olhtcs hck lrgul-pcrsorr stelus, horr'
c.r't.r. rrncl hilling lirl thc prrxlucts solcl

lhrougl) r(.1)rc\crltirtivc ()lliccs trpi(rllI
nlust l)c (l()nc h! llrt, Plrrcnl (,rnp:rnt'
oll..,lrorc I)r l)\ tl)c l:lZ lfir(ltlr.l (r) prny.

(inDpxnic5 thirt cstllhlislr nrxnlrllr( llrr-
ing plxnts in ll)c z(nre\ lcn(l to ltevc ntorc
llt-xibilitr tllln tri(linl c()nll)rni('s. In
s()nl( (:ts(.s. nr:rnutltcttrring,.':tn cnt:ril
.rrltlrnS ,,nlr ttttttirrrul r.rlttg t,, .rtt irtr

l)()fl((l l)r{hl(1. s(l('h Js l(,sling tlr(,a()nr

I)rrn(llr\ dr .rrlchng tlrc, Irrr.rl 1r111i.1g111*

L'nlik( tll(ling ( ()rlrplnics. I''lZ-buscrl
nixnuli(ttrdng ({nitpxnic\ ure I)trrr)illc(l
to cstublislr lrruncltcs orrtsirlc llrr' zoncs

tliJl axn sen( lrs slrlcs lrntl s(niLe ((n-
tcr\. -lltu5. lr lirrci.qn contplrnl'rvith lr

n nul:r(turing plrrnt in :rn l:lZ .Jn ('n-

l.lxllc in \\'llrrt lrrl()tlr'lts k) lll'r lIl)J)()fl ()l)cr-

.rlr'n li, ( \.rrtll)l('. srrlrtrrl lr, nr'rl,,lr.rlr, rrt

rr itlr z,,rrc ,,l[rr r.rlr .r r r,rrtP:rrtr' ,',.rrhl irrr

P,'n $lrslrirrt tll.rtltrttr' c,rllrlrotttrrts ittk,
th(, l:lZ. (rnr(lLr('t nrin()r :lss(, 1)lv $1)rk.

rrntl st'll tlrc r))J(llincs th()ugh its l)lrn(l)
()l1i((s in (.hinl, I)r\irU.{ lirrifli iln(l VA'l'
r:nl1' r rrr tlrt' nt:rrltilc rrxnp<ncrtls rrtlrrr
th:ln ()n tllc Jssrrll)lcrl nruc|inrs.

Other hoding ovenues

'llle :ll)ililv k) c(nr(hr(t exl)(n-t I)rtxcss-
ing is iln(nl)!r ILlrltr'(' tlut lras atlrur.tul
lirrcign tonrpunics l() (:hinl s lrl Zs.
'l'lr,,rrglr rv.uclr,,rrsts xn(l lr.l(linS , rll( es

prcdominelc in tl)c flZs, pro(cssing lu-
(ililics nLrkc up l0-20 p(.r(cnl ()l tlle
l)usinesscs thcn'. All ol tlrc z()ncs xlk)u
f()reign inv(st()rs l() iD)f()rl lrlrtcrirls,
p()(css lhcr)r, xn(l exp()rl finisherl grxxls
willn)!l pJying txxcs or txrill.r. l)(nncsli-

ilrllt' Procltrtcr.l n)xt(rilrls rrse(l in lhc

Pr<xr.,ss, Irrrvt,r'r,r. alrrr(,nlly lrrc sul)jcct t()
r l7 pcr(cDl VA'l \\'lrcn l)r()ugl)t inl(, x

z<xrr', ol $'lrich 9 pcrc(nt is rcllnrlulrlc
tupon lrrrxrl ol crport. \'lrst FIZs intposc
n() exp()fl rc(lrrirerrcnls ()n li)rci8n nrilnu
ttrclttrcrs,

l\lirn! ()l lll(, I:lZs Jls() p(rrDi1 c(rDI)ir-

nrr'\ lr, r( l.li\lcr r)r.rnlrl,l(1lrflnS l.rtrlrtie. rn

th(.zr)nc in nenrc onlt t() ()lnxin prrlcrcn-
ti:ll tlrx lr(llnrcnl. \\'hilr ll)r x(luxl r)rilnu-

lurrrrring takcs pllcc et u l:tcilitv or.rtsiclc

tll(. r()nc l)lrt s'ithin thc zonc s nrunicilr:rl-

it\'. ODly Xirrnen rn(l Zhulrri .xpli.itlv
t,,rlrirl thrs I)r.l(1r,'(. ('r,nrl).lnn\ n Hl\t(nnH
in tl)c FIZ r(.ei!c lh( zonc s lrx l)cnelib
:rnd crn takc uclvlrntagc rrl' I:fZ tr.rdc poli-
cics Nornlrl[. tlle z(n(s t()lle(t inc(nnc
t:rxrs frorD rtrch [irnrs. th()ugh in s(nne

c:rs(,rr. t:rx trc:llor(.nl is n(g()lirl)lc. ()fhci:lls

in t\\i) r'l llre zonr'* t'lrrittt 1r,.rl[,\ lirrcrgn

c(rrlpllnics t() ft.gist(,r in th(,r()nc. i,nl)()fl
prorlu<1s into the z()ncs. lrnrl scll the

l)a()(hl(ts (lirc(ll\' ()utside thc zones. bLrt

thcv lrls() r(lrnit thill llris prxati(u is n()t

l1'rProrcrl lrt' tlte ccntr:rl g()\'crnment.
lhjk()u Irl-Z Julh()ritics r'pr:cit\' th;rt crrnr

plnic\ rcgisl(rc(l l)ut not ol^-rxling in tl)e
Z()nc [)usl rcllil 2l) p(r(('nl ()l lhcir VA'l'

l() lhe I-lZ. \\'ilh thc rcnrilin(ler pilrxl)lL, to
tll( l((Jlir\ in \\Jli(l) ll)c\'()prfirtc.

r\lterrrrti\ cl\-, x milnul:l(luring Ireilil\
orttsiclc un I:lZ xls() nr;lv l-- contr;rcted to
rrtunul:rtrr.rrt on lrthulf ()l :l sistcr c(nr-
prln\ in th(' l()nc. l'()r cxample. a l'S
('(,rlrl)llnt lll.rt lllr. .ltr ('\f(,rl lrrorr'ssirtl:
l.rtilitr rn \\.rrg.r,'<1r.r,'.rn.l .r l.l(l,rn iD

sllcnlllcn rlxv hlNr, its Vlrigu<x1ilur llrcil-
itv cntnrsl up l() ll0 l)rrccnl ()l l)()dlr(li()n
to tlrc Slr(nzllen llcton' 'l'lre Iinishecl

!,n,(l\ rr\r1'l l,c .lri1r|e1l 1,, \\'.rir1rrrrIrr,,
lxlirrc hcing c\portc(l ()r solcl in thr:
nririnllln(1. l)ut rr,r:Lrltl llc trclrtccl er;rctly
lus il'lhr'\' u'crc rnrtnrrl'uctttrccl \\itl1i,'r tlt(
Wril.lu(xliilo FIZ

'I lrc Qingrl.ro. Shrrntorr, Shcnzhcn.
'lixnjin, Wlil.ll(rqix(). Xixnrcn, ilnd Zlluhili
l-lZs .rll,,$ l,,r('rltn .rnrl,l,,rrx.tu' [.rsrnE
(rrnplrnics t() s(t up uilhin thcil lrorcltrs
luncl colrcltrcl lursing opcrations insiclc lncl
()ulsi(lc tltc z()rtc. Ilaik(\l pefltlits ()nly xu-
t,,rrr,rlrrL leusirrl.l In Wurgrux;iuo. le.rsing

c(luipnr(nl l() cnlcrprisrs or inclivitluuls
outsidc thc zonc iocurs inrp()n lllrill.s, l)Lrt

th( lurill:\ (xn llc y'raicl on thc annLr.ll lcxse

rllc uncl. tltus. irn'r()nize(l over the lili,of
thc rentlll a()nlrxcts firtlrer 1h:ln pxid in

onc lunrp sunr ()n ll)c pt()duct s t()t:ll
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vJlue. 'li:lnjin pcflnits the cslxl)lishnlcnt ()f

lc.rsin8.(xnpanies ls rvcll ls illl tlprs ()l
scrvict c()mpanics, but tarifT p:r1'nrcnt

trrnls oltrst l)e negotiatccl $'ith (llrsk)ms

o[fir'i;rls fltlrt,r rhxn with I:17 :rrth(]riries
'l'hc FTZs have nurncnrtts sho*.r<xrrrs

tlisphying imponccl fumittrre , uutomo-
l>ilcs. construction nutcriills. xnd ()ther

inrgrnccl grxxls thal c(rnpxnics h()lx. to
\(ll (tn tlk drrrnestt'nt;trkct. A: no,.ltttrc.i
:rrc lcvictl until the pr()ducls rrc s()ld.

rnxny c(nnpanies enc()rrru8c ill.icnls k) sct

rrp clcltlcrships or shownxrrtN in urt FlZ.
An rut() nunul-alcturer, lirr cxlnr;>lc, nuy
lrrr:rngc witlr il Taiwiro- ()r ll()ng K()ng-

ouncd deelership to srt ul) slx)p in an

ITZ xnd ntJrkel its rehirler (,n tlr( rnJin

laml. Ilcrcedcs-Be,nz AC has ir clcllen;lrip
o$'ncd bv S()uthem St:lr Aut()rrx)l)ilc Co.

in lhc Cuxngzhou ITZ xnd li)ft| l\l()lor
(i). lurs 1 de.llerihip o\\'nrd l)y i!'l'l l Inc.

in tlle 'ljrniin FTZ.
s(r c r.rl FTZs. inrluclirrg V.rigrrrr1r.rr:

lnd tlurngzhrxr. opemtc cxhil>ition lncl
lrJ(linF ((.nrcrs ,)n ll rir(.Il)l)(,rslril) lu\l(.
(iDll)irnics p:l) 1ll.l inilixl (ntn'Iec. nng-
ing lr(nn S I0.000-$ 50.0(X), u relirnd:rl)le

All the zones report

thot US investors ore

outnumbered by

entrepreneurs from

Hong Kong,.Jopon,

ond Toiwon.

dep()sit. an(l an annual ite. l\,lcmhcr firnrs

c.rn tlisphy lrrotlrrrt. I':y r(nting \pr(( in

lhc c\lrlnti()n lurlls. E:rch s.ll('inlr, (:hirr.r

pr(,p(r llrill Hrxj\ llrr()u8lr tlrc r'cnltr rn-

curs J lr':ulsi.rcli()n fec of up to 1 pcrcerrt.

V/xigx({ii(is tmclc and exhibiti()n ccntcr
n()N h:rs l.o(X) nrc-mlrers. accorcling to
zonc ullir.rtls. tirr;tngzltott lilZ lr.ri in-
vested in tl)rcc (lhincse c(nrrpanics---<)ne

dcvolccl to:irrlo sllcs, an()thcr t() clcc-
tronic cquipnr!nt sales. ancl x thir(l l()
c{)nrtnlcli()l1 nulcrilrls nrarkclil]g-lo lrro
ker :,alcs l)l inlp()rted products in thcse

cartc!{()rics. l.xch c(mlptnv hlrs lrtrilt cxhi-

hition. stor:rgr, and senicc tircilities. 'lhc

electronics and constnr<tion centers arc
planning to cstll)lish chxin storcs
tlrnrughout Chinx to rctril lllc pr)du(1s.

Who's signing up

ln generul. Il()ng K()ng..hplncse. ancl
'lriu'rn invrslors hu\,e lxcn (luickcr llrxn
I iS Jnd Eur()lxiln crrnplnics to capitrlize
on the llexibility ol l.-l'Zs. \(/lig(4iro. ti)r
c\xnlple, rcp()rls invcstnlenls bV the

.lxpanese trxdinS h()uscs I'fOCt{Lj Corp.i
Mitsubishi Corp I Milsui & Co., Inc.l
Mirrubeni Corp.; anrl (lhori Co., Lld.
\vaigaoqia() in!cst()rs uls() include tlS
,nultina(ir)nals (ir.,ncml !llcctric (l()...J()lln-

son Controls. llewlctl-l)1l( krlrd C().. rn(l
Poll(rid Corp.. though thc nlxi()rir) ()f
I S inrcstr'J (r,nrn.rni(,s in \\'.r rgl, ,qi.r, ,

:rre lairly srnall c(nnpxnics with Chinese-

Anrcriciln ()r pxnii l Chinese orvnership.
All the zones rcpon tlrar US invest()rs

arc rrLrtrunrlrcrcd l)y cnlrcprcncurs li(rn
H(nrg KonE. -hpan, ancl laitan. Tlrc-rc

xrr n() l-S in\'cst()rs in llilik()u FTZ.
*'hich is dt;nrinltccl lrv firnrs frorn 'Ili-
$:rn lntl lkrng Kr)ng. In l).rlirn FIZ. l'S

"As ry'Jul1 1996, l3l laatling comlwnies fntm anund lv worL, idudiry AT&T , Oeru::,al Ebcnic, Clmminr Engine , and

Khnbet$Chrk of tlv US, tJnibver ry' Bnrain, A:red Brl)ra Brnt'ri ry' Swirzc'rlnnd, -Shisedr, Manr.shrta anl. Mitsui of Japan,
Ilay"r ry' Germanl, C'amruilMetal Box ol Fratte , ltte of Kuea, and BaoXiug (MOFTEC) of Chnw halc chosen to Lrate in
thc BDA with a toral projected. investmcat of US $850 millnrn. The Im,estmett awl lttmotim Officc ol tfu Beijing Ectrnumic-

Tcchnolr-,grcal Inuestment alrul l)eteLttmeat Cuptratim (BETIlrc) was establisfud lry thc BDA to y<widc crrnfxnies rriri
fnomft ani fnofessiorwl 'imc stop" service, from reoiewing tlv Snoject Snolnsal, ohtruning the hlsiness licenre, to ;rrocessing thz

hr -lcase crmtruct or renul. Ve will rJo whatct,er u,e ca.r. to hLlp Jrrur lzoincss sraccss/all) iocrare &s quici<l) &s possibie trirh rhe

urA's bading atmpar.ics aircady irr rhc BDA. "

-Li Dalin, Vicc Prcsidcnt, BETIDC

a Rt)A is a high-tcch oricntcd ET[)Z.
a Bl)A is the ckrscst ETI)Z to the nation's cirpitirl.
a Rt)A h:rs the olhcial nlirndirte of thc (lhirra State (louncil.
a Bt)A plrvirles rr hi,lhly tleve[r1,e.l infrastrrrctrrrc.

FOR MORE INFORMATION PLEASE CONTACT:

John Y. Zhong/Poul W. Shi
lnvestmenl & Promotion, BETIDC

#4 Wonyuon Skeel, BDA
Beiiino I 00O26, P.R. Chinq

+86 10,6768 1209/-6768 1107
+86 10-6768 1210/-6768 1118

Donold W. Vollmer, President
Beiiing Development Areo (USA), lnc.
Woshinqton Mutuol Tower, Suite 2850
l20l 3rtr Ave., Seottle, WA 98101 USA
Tel: +206 621 6570
Fox: +206 621 6571

Tel
Fox
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The People's Republic of China

WHY HAVE SO MANY LEADING COMPANIES CHOSEN BDA?



firnrs rlnk lirurth. hchintl .Jxpln. Hong
Kong. and Fr:rncc. in t()lrl invcsl rcnt
vlluc. PRC limts accorrnt lirr onc-tlrircl of
thc investnrcnt in \wiigi()qia(), lw() thirds
in XixDren FTZ, and th|t'e -<luartcrs of
Ninglx) FTZ'S invesl[]cnt. In'l'irniin, t]00
()l thc 2,1300 c(nnprnics cst.rl)lishc(l in lhc
zonc lrc Chinesc. N()l surprisinglv, T?i-
rr'en firms doninatc in fuzh()u FTZ.
lhiclr lies dircctlv across frorn'l-ais'an.
Invcstors frorn .lxpxn, Singxp()rc. Den-
mJrk, llong Kong, lncl 'fri$rn alx\rnd
in Xianren I-IZ.

M(':'t (,l tlre largcr ['S t'orrr|.rnrcs in
l:l Zs llrl\f inlcste(l rir tru(ling ('r rnpxni(\.
zone rlTicials rep()fl, and plan to lrse

th(\( (ntili(i, J\ inrp rtinE, ,rJrkclinS.
:rnd sen'icc centers for (lhinl. Polaroid
(irrp., [<rr ex-rrnple. relxrncdly has cstatr
lishcd l tornpany in wxi8r(xli:l() t() eo-

Iyrgc in trude. concluct light nl nufactur
ing, lntl maintain a llrncletl warehouse
t() s!rpport distrillution of plrotogrephic
pr()du(1.s nationwide. A(c()rding t() news

r(F)n\. Amtc(h Cr)rp lr.rs in\(\led in :r

l()rnl \,cnlure rcgirt(,rc(l in V Jirl.r(xliJ()
ilith ()nc Chines{, antl two frrrcign pan-
ncrs l() tmpon llk. (r)rDP:rnr'i' ]ut()nr:ltI('
idcntification equipment for railway man-

agemenl ilnd toll-c(rllection systcms. The

ioint venture regmedly nray hcgin tnanu-
larturing thc equipmcnl in wllig|lo(lir()
later. I)ole Food Co.. Inc. h:rs rcgistered a

trlding compan-v in \Yaigir(xli:l() t() sup
p()fl its Chinese iuice vcnturcs. The
ll(,nx Dcpot lne. r<Jr.,n<rlly rs urrrking
u,ith a consortium ()f l'ruilding-pr(xlucts
c(,rnpJnics ilnd Sovcn],Isnl ( )rgJnizJtions

to ()pen a string of rvarehousc-style
horle-improvement ccntcrs th t would
inlp()n and display huilcling nntcrials ancl

e(luiprrent in the FTZ-s.

Witlr thc rcrrxltion 0f thc .:rfrit.rl inr
port dutl excmptr.)n for ulosl FIEs in
China. hosever, nrorc foreign invcslors
mry sta to look Io l-'l'Zs es sites for
rrrunrrlucturing r)P(rJti(tn\ WJiSir()qit()
olhcials report thxt drcy rcccntly won a

c()ntr:l(t fi)r a large Intel C()rp. or.lnuf_ac-

turing plant thlt thc c()orprn)'hxd
phnned to conslnl.t in lhc iUinlreng dis-

trict ()f Slrxnghxi unril tlciiing :rnnounced

the in)lx)n dutl clunge.

FIZs ond rhe WIO

llrorrgh tlrr FTZs pror rtlt llt'rrl'ilitv in
tfirclc tlut cunently is n(n ilvxilxl)lc k) for-
cign c(nnpanies clscwhert' in Cl)in . thcy

zones, srrrkcrs cnrpkrl'ctl hy en entcr'
prise in an F-[Z olicn irce len11h1' crxD-

nlules.

Funher, whilc vrrnc frrrcign compa-
nies h:tvc trsccl thc v:lgucness sur-
r<lrncling regulatkrrrs on direct sales by
foreign (()nrp:rnies ()Lrtsidc thc FJZS ()
seek access k) tllc d()rnestic nlarkct.
nl()st s(ill fin(l il (lifficuh t() c()mpcre
u ith Chincsc tfircling c'r,ntprni(s.
Chinr's system ()f restricted acccss t()
tr:lding privilL'ges hirs (-xxcerbirted c()r-

nrption in un rlrtrrrly inrpt'rfeet frrrt rgn-

tmde systcrrt. Mlrrry f,,rcign (r)nrp:lni(,i\

witlr operrti()ns in ancl outside thc
F-TZs 6nd that rhc prrxlucts lhey manu-
facture for snlc in (]hina ilre undercut
in the nurket by thcir os'n pr<xlucts
thal have becn imponed by Chinese
Jgents thft)Lrgl),l]()r(: "tJ x-effe(l i\'(,
channels.

But FIZ policies <kr offer cnticing atl-
vantages t() c(n pinics secking greater
integration of thcir Chinx activities. The
zoncs. qhich tend t() I)c bureaucraticrlly
flexible. also proviclc experimentl I

ground ()n trhich lirreign companies (iln
engage in limitc<l tmrlc rctivities or cshl>
lish senice and distrilrutir>n operati()ns
without investing in il nrxnufacturing fa-

cility. Most FIZS arc quite lil)eral in per-

mitting wholly frrrcign<rwncd operations,

as z()ne auth()rities tcnd t() be more inter-
csted in frr:'tcring tll( gr(,wth of busi-
nesses ifl their jurisdictions than in pft)-
tecting Chincs(' c(rnp nics.

FTZs unif<>mrly pr()vide more regula-
t()ry transparcncy than areas ()utside

China s special investment zones. Zone
officials gencrally help business cut
Ihrough red tape-usually through a

one-stop shop whcre husincsscs can ()l>

tain the pcmlits nccessary for esublish-
ing and building an enlerprisc in the
z()ne. MJny .tl:.o hare lhcir oq'n Cus-

rofiLs sen'ice ofhcc's. rvlrich facilitate the
payment of du(ics xnd pft)curement of
li(enses xnd pcnnits I() sell gcxxls elsc-

wherc in China. An(l l)c(lluse ()nly FfZs
will rerain, xt leirst li)r n()w, the tariff xnd
tax exenrpti()ns thxt dpplicd until April I
t() xll clpit.rl inrp()ns l),y FIF-s, they arc
likely to anrx(1 nx)rc tis inYestors. De
spite the liIrrit:ltions and obstaclc's that
c()nlpanics opcratinll through China s

FTZs face, thesc z()nc,s oll'cr r s<>lid base

Inlnr whiclr t() ln()ve ()nc stcp cl()ser k)
thr'Chin(s( (1,n\unr( r t
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Typicolly locoted

in thinly populoted

oreos, FTZS moy not

suit lobor-intensive

operotions; lond

ond lobor costs olso

tend to be high.

d() littlc t() strengthen the PRCs bicl firr
J('((\irr()n t.) thc Worltl Trx(le ()rg.rni/-r

ti()n (\\Tl)). VTO 0lemh(r\hip rr.(lr.rrr(r\

c()untries to cxtcnd tnding rights to for-
eign firnrs on lhc samc lerms xs lhesc
rights arc availalrle to nationxl (\)mpll-

nies. China s insist(nce t}lat frrreign corn-
panies cstablisl] an enterprise in (lhina 1()

secrrre trrcling rights als() drrs nol con-
fornr rvith WTO rules. Anrong the rc-
lirrms to its trading regime th:rt Chinr
nudc in.lul) l})5 s pan of its prolxrsal

t() entcr lhc llJi1.l), ho$'evcr. rAils J c()rl-
nitnrent t() permit l few forcign ioint-
ventrrre trading contpanies t() l)e estitl)-

lishccl on an experimental basis. Such an

enlity, prcsumably. would allow a firr-
eign-invcstcd company to impon pr(xl-
ucls, regarrllcss of dre runufacturcr, and

sell thcm in China $'ithout an agcnI. sul>
scquent ann()unccnrents har.e spcr ified
thxl lhc cxperiorent q'ill be condrrctcd in
vaiga(xli!(), where ofhcials *ill ch<xrse a

fc\ , r)rultinali()nal corfDrJtions t() hc pxn-

ners to tracling hrms that have mirjority
Clrint,sc owncrshifr. PRC I'residcnt Jilrng
Zcmin reitemtcd plans for the exp(rinr.'nt
during thc Asia Prcific Economi. C(x)per-

ali()n fi)nror in Os.lka in lasl Novcmlx'r.
inlimating thxt the triill coulcl spreld
quickly t() ()thcr citics.

Pitfulls ond pluses

Thotrgh thcy offer rehtivc lreetkrrn to
f<rreign rrrmpanies, FTZS arc n(n $'ith()ut
drau'backs. 'f) pic:rlly l()cal!,d in lhinly
popr.rlatccl suburl'xn arees $ ilh r)nl,v a

splrsc anrl ()frcn insufficicnlly lfirincd
rvorkfirne in thc imnlcdiatc \icinir). FI'7-s

arc not iclcll sitrs firr latxrr-intensive r4r'

cr:llions. hn(l rnd lillx)r costs in thc fl Zs

also tcncl to lt rln the high sicle. As pco-
pl( typicirlly do not reside within the



AVAT
Progress Report

r Edword Shum

After more thon two

yeors, Chino's new

tox system still hos

some kinks

r Edword Shum is o porlner with
Coopers & lybrond in Hong Kong. He

speciolizes in o&ising multinolionol
componies on Hong Kong ond PRC tox-
olion molters ond is on expen on PRC

volue-odded tox plonning.

ince rhc l)lt(l instiu.rtcrl thc |ulue-
lddctl trr (VAT) in.lrlluxn lq)r
as pln of its over:rll tax rclirnns.
th( Stxtc'l':lx Ad or in ist rx t i()n

(STA) xn(l rlr( Minisrry of lrin:rncc (M()f)

i()intly ll:rvc introclucecl a series of
lrmendmlnls lrinrctl rt snroothi|rg out
xnd rllli()nrlizir']g llle opcrlti()n r)l thc
VAT sYr'l(.ol. lt)r li)rcign-inlcslc(l cntcr-
pfls(s t FII\ r. lr,r$r.rcr. tlrci.r' rn,xlrll,..r-
Iions havc caused a great dcal o['contir-
sirxr encl hlvc tlrilccl lo rcsolvc sonre
persistcnr VAT inrpleor('nl;rlion Prr;b-
Icms. Vhilc s()rnc ljlEs ha,e bcnclltc<l
l'ronr tlrt t.rr r(li)fllls. ,,tlrcrj' l'.r(e rn

ire.r:,etl t.tx lrtrrtk'n..t..t rc.trlt. rtt Ir.tnir'
ul:rr. ol nrlcs thrt limit eligil)ility li)r the
(()ncessi()nxry li!c-\'cir tum()r'cr txx re-

lirncl ancl rcclrrrc thc VAl rclLrncls thrt
cxp().ting ljlEs cirn (lairn. I:llls cstrl)-
lishccl atit'r I99.r :rnrl cnglgerl in sulT-

st:rntial export ()pcrilti()ns l:rt'c rrnccr
lrinq'. xs tllc) n()$' nlust plr\' \'.^\'l up
lr()nt an(l wrrit lirr refuncls. And m()st

lllls shxrc r lirnhcr prol)lcrlrr VA'l rc-
fr,rnds ere skrq to crrrttc-.

The PR(l inlr({lu(cd lhc VA'l in c()n-

iunction s ith thc ltsincss lnd eonsurnp-

ti()n (cx(isc) l:l\cs ()n JxnuJn l, lq)-r ( nt,
TDe aUR lV{RJ)-April l}).1. p..}0). I'hcse

taxes rcpllcccl tllc consolidrtc(l industri:ll
rnd c(nrlnr.r(iirl tlx ((ll(lT). \\fii(l) $'ls:l
slraighl turnovcr lrx asscssecl on tltc
grxs selcs prir'c o[ !'lE-m:rdc gtxxls. 'l-hc

l)RC F()\'(firncnt pronrisetl tlr:rt l"llis that

hud obtrrincd lrusincss Iiccnscr bclirre

Dccenrltr Jl, l(})l. :rncl skxxl lo l^-ar a
grc:rtcr t:lx hrrrclen rrntlcr lhc ntu'tax
rcgimc s()uld lre eligiblc lirr l fir'e-1'err

rclirocl ol llrc ditleren(c l)(1$ccn their
nc\\ VAI llnd previous (ll(;l ()l)ligitions.
'lhc tex lclirnd wr)trkl l)c calurlutetl. ac-

cording to thc S1A. l)y r(xxling rhc VA'l'
.ln(l ((nl.uIlrl)lr n t.r\(.\. JnJ *ul)lrJ('ling
lionr this ligurc rhc llvp()tllcri.xl CICf.
'l'hc hrfxlthrticlll CI(:I. in turn. \\'irs the
sum of llrc sirl(s xnd ()utput vAT col-
lettecl on tltc salcs of the pr<xluct. mtrlti-
pliccl hy tlrc applical)lc (ll(l rdtc.

'llrii lr\ rellnd n'us supposctl to be

atlillblc to <Irllilieri t'llis lirr r 6r'e-rclr
pcri<rl lrortt .Januan l. 1991 l)e(cnlber
.ll, ly)l3r h()wevcr. il an rxhcnvise quali
lic(l ljll.l (slxblished ncn' hl-Jn(hcs or ex
prrndctl rnenLrllcturing rpcftrtions afier
)xnLrxry l, 199{. thtse ne| lrrlnchcs or
()pcrirri()ns ilre nor eligil)lc lirr the retirncl.

\l()re()\'cr, lhc rcfirncl gencmlll <kts n<x

('oflll)cnsJlc ti)r \:Al pJid on imponecl
grxrcls lrut:rpplies onl-v t<) (l(rn(slicall)
s,rur.'crl rrxxls lir)puts). Il an l:ll: thxt I)r-
pofls,npuls must pav nrorr in imp()rt
VAI'thin it h:rd to pay undcr lhc CICr
svsrenr. n() rcfuncl of thc additk)nal lir\
a,r()unl is lraillhlc-cxrcpt in casc's

uhcrc tltc grxr<ls arc inrp()rted li)r lhe
prorlLrr'tion <:l govcrnment-cncouragcd
grrxis thrrt lrc <onsiclcrttl s(!(c in lhe
l'R(. li' lrc'cligihlt f,rr surlr , onr'cssion

Jn' lr(.rlrrt( nl. lr, r's'cr cr. tlrc SI A r(.(l(rirs.
thc flli t() nrcct lll of the lirllos'ing con-

ditionsr it ntrst lx' involvcd in one of tlrr

S

tIt*l{r+ti
l!f+tj;t1ii.t!
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PRC's "priority industries, such irs the
aerospace, aul()m()tive, electr()nics, en-
ergy, environmental protection, mcdical,
metallurgical. telecommunications, or
transponation scc()rsi it nlust use ad-
vanced technology or manufacture high-
qualiry" prqlucts, whose prices are rcSu-

lated by the Chinesc govemment; ind it

must incur a sitlnificant level of impon
vAT irnd pr,)v( it h:rs diffir'rrlty toping
with the incrclsed ux burdcn.

During 1995, if an FIE received STA

app(rval for such concessionary treat
ment. tlre local Customs Ehrrcau could
compul(, and assess thc inlpon VAT on
the g(x)ds iDrp()ncd by thc FIIi at the (rd.

lowcr. CIC'[ rates. ln early 1996, how-
ever, the STA began rcquiring FlEs to pay

thc lirll impon VAT up fnrnt and then ap
ply for a retund. The rcfund represents

the difference heteecn the CICT and
new VAT rales, and only the actu,l
am()unt ()f impon vAT counts as input
VAT-{hat is, paid imF)n VAT is treated

Comporing VAT Burdens

Scenorio A:

A hypolhcticll Sin<>foreign ioint venrure that pnxluces rextiles for cxfx)rl hu total sales for a givcn period of Y'10 million. Its d<>

mestic salci t<:tal Y I nrilli<n while iL! rxfx)rt sales k)lal Y9 rnillion. t'nder trv() (lifferent i!-enitri()s. ! ('(nparison of thc tqo VAT rc-

ftrnd elculalk)ns vields vcry diffcrcnt VA'f burdens ft)r thr FIE.

Lhder the "exernpt. credit, reftrnd" rneth<xl. rlhi< h applics to F1E\ eshhlished during l$4 u'hose expon sales arc nrorc' than 50

pcrcent of its total srltjs during a givcn priocl, tlt'cxpon VAT credit/rcfund is t:rlculatcd in lhc ti)lk)wing manncr:

Tirt:rl crgrnVAl reftrnd = t)tirl inl)ut VATpeirl rxr(rp(,n5- n()n-r(lirtr(l.ll)lc l)(rntnr ()f i,rl)ut vAf'

\on'rcflnclablc lx)ni()n ()f input VAT : ftnirl c\p('ns ( f-()ll) x (rppli(rl)l( \'A'l rJre - rPpli(ahlc \:A'I rctlnd r.rtc )

Iton-rcltrnrl.rlrlt. \'A I = Yq llillirrt X 11..1, - (/,,,1

= Y() nrilli(nr X t'li,
= Y1-10 {xx )

'li)ul \A'l r(llln(lirlile rretlitrlrk = Yl l)rilli(,n - Y-l()l)(x) = \llio.({)()

'Ilrc lLxtik'(1)rrrl)lrr\ r)ltrsl pr\'iln r)lrtpul \A'l ()l l_"i orr tt. \ I nrillurn in (l(nrr(sti( sill(s'

Output VAT payahle on d(m.slic sxles : ll nrilli()n x ll'70

= Ylr0.fiX)

lirrrn thc ornPut VA'l Per:ible on tlorDcsti('8(x)ds. Tlrrts. ntr \Al'is cluc on <krtreslic salcs.

'Ii)nl inl)ut \-,\l rctirnd = Y2tio.(Xx) YI-(1.(xx) : \ lllr.()lIJ

( Eripr )r-1 rr xnrnt) x (cxp(nt vr|f rclir.ld rxrr) = \(.) rill()n X (/)i = YBl0.1}0l)

lj(.(xus(.Ylilo.(XXl > Yl10,(x[). lhc c\lx)rtcr rtccivc\ Yl Ilr.lrx)

nr(1lxrl. th( c\ln)d \r rclunrl r.'tluals:

VAT paylhle : Outpr.rt VAT ()n ([rmcstic sr[.s frrr thc pritrl + I(f()[] \'rlue of expons frrr the peri()d ) X \',{'l rutcl

- Total input vATfor the ;rrirrl
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J$ input VAT ,nd can lx credited k)\'ird
lhc :rnrount ()f ()utput VAI ()\l'ed. Irurthcr.

lillis th{t enjoy this conccssiooary trert-
rlr(rrl irr('n(,1 .tlIrurrl trr r(\(ll lh(r'(' tnr.

p()rt(d Aoods. lf eilher (lusl(nrs ()r thc
SlA fincls that irn I:lli hxs resold srich
g(xxlr, the FIE must px) a penlltl tux
(rlu:rl lo Ihc ,t i1t,( (?/ p,fli,,n ,,l lhc rnr

p()rl VAT thrt I)R(; (:usl()nrs otherq'isc
\'()Lll(l ha!'e imposrcl. 1te !'lE also is dis-
(luilified from rerciving linher relirn(ls ilt
CI(;l'rirtes.

A bngled web of rdunds

'l1rr. I,RC grrrr.nrnrt.rrt ,rrl,ftrtl tlrc lirt'
vr,ar tLlm()\'cr t.r\ rcftrn(l p()lic] s(x)n rficr

ann()uncing the ltI)l lum()vcr tax rcf()nn
lrrcir:'lrrcs. in ln clTrrn kr e:tse foreign rn-

vestors worries llxrut the effects of the
ncw l:lxes. And dcspitc the sul)sequenl
rtlngc's and n'r< ificltions of thc rcftrnci
policl'. its fundanrcntals have rem:rincd
hrgelf intart: FIEs luvr lren el)le to ap-
ply lirr refunds generally in accordrn(e

VA'l l).r\.rl)l(. = (Yl0 million x lTYo) - Yl million
= (Y 1.700,000) - Yl million
= 1700,000

The textile faoory is entitled to re('eive a VAl'refund on ils expons. This refund is applicd frn separately and is calculated in rhe
f<-rll<rwing manner:

vAT rcfund = mtzl exFx)ns (FOB) for the pericxl x applitable VAT refund rate

= Y9 million x
= Y810.000

So thc exgrncr sill ( (l (rp .r'cciving x nct VAI retirn(l ()l Yslo,(XX) Y:(X).(Xx) = Yl l(l.lII)

'llrt. IirlIrrving srrrrrr.rriz(s tlt( l(\lilL lrrctolr's \,\'1 1>rrsilirrrt rrntIr ll]('t\\1] tn({lt(xls

Exempr, Credit, Refund Method Ifty and Refund Mcthod

N({ lx\]hl(' (r('lurr(lirl)1.) (\ I10.0(l{1) \tt P.tr.rlrlt lrtltrnrl:rhlc) (\ I lo.()(xl)

Scenorio B:

tlrr nretllxls t'ic tcrl ciilli,rcnt rcstrlts:

is o() rcfundahlc \i\l' lx.clusc lhc inpul VAT is nor-rcl ndlblc (and is tr(ilted Js .()rit of gx{s vrld).

I nclcrtltc lcs rrnrl lrlirntl ntlt'. ltou'otr. tlrt l'llls\.\'l lrrrrt[r) i\ rnu(h lrr.r\i(r:

VAT payable ofl tdal srles = (}10 million X 17 9o) - Y200,000

= Y1.500.000

Irrlxrrt VAl rclirnclrlrlt : Y9 milli(r) x l)lb
= Y tllr).(r)o

Excmpt, Credlt, Refund Method Lery and Rcfund Mcthod

vAT Payable/(Rcfu ndable)
Domegic sale 0

Exgrn sale (Yl I0.fiD)

VAT Payable/( Refundable )

Domestic sale Y170,000

L\pon sale (0)

\ct prl.rlrlc lrclirn(hl)l( ) fl-(l.r)rII

VAT I,xIalrc, I Rclilndal)lc )

Payxblc ()n l()trl sxlcs Yl(x).(Ix)
RcilnJ ()n (rlv:n \rl(js (Yxl{,.(rlul

VAT Payablc, ( Rclirndablr,)

Palal)lc on t(nxl salcs Yl.5(n.0fi)
Rcfundrmc\p{)n:'!lcs l}lJl0.(Xx))

){etpayuhlr.r(rclirndablc) Y()q),(xx) l:ilu.tnl \huiu
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When you have l0 be one slep ahead ollhe comp€tition.
speaking lhe language can make all the ditlerence!
Prolessional lnteraclive Chinese lor Windows is a new

and revolutionary way ot learning the Chinese language.

Prolessional lnterachve Chinese lor Windows is

a multimedia CD-R0M educational program that teaches

Mandarin Chinese using the mosl contemporary
lanquaOe learning techniques. Fealures include
speech recognilion, voice record/compare, character
fecognilion, grammar and much morel...

Call l-800-409-8368
to order your copy for a 3$day free trial period

DOING BUSINESS IN CHINA?
Gain a competitive advantage by learning Chinese!

2 E. Llm.s|!r lrr.. Sr! 200.ldmot! P I gltl3 . l.l: 510-196'9150 . lar: 610.E96.9151
a-nalli varluralciOaol. con . wWlI: hnp:/fuxr. aConlang.aom:2a10,rv0nluraloch. ttn I
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$'ilh thc prcscril)cd rcfund fornrule, rl-
thouglr tlre li,nitxli()n ()n lllc inlB)n VAI'
lclief clisappointccl s(rrlc invcst()rs.

FIEs engagecl prir)urily in expon ()pcr-

ations, melnrvhilc. ltlve had to grlpplc
snh r0nhr:,rng rr($' nrlt,r (,n (Jl(\llillinll
VAI rcflrn(l\,)n ('\lr)ns In(l(rth( l)r,\r.
sional VAl rcgul:rtions ProrDulgatcrl l11'

the State (iruncil on l)eccnrber lJ. 1993,

goocls cxporlccl lronr thc Pll(l wcrc
''zcro rltecl. xlk)i\'ing cxp()rters () (lirirn

ru full tax rclirncl on nnv VA'l'thcv prtirl

lirr rlu' nreterials. ln thc carlv stlrgcs o[
tllc \:AT inrplrnrrnlxli()n. thcrcli)rc. li)r
cign invcsl()r: lxlicr,ctl that all cxgrning
cnterpriscs, inc lucling c\p()rling I:ll:r,
uorrkl lx tligrlrlc lirr.r rclund ol tltc' in
put VAT in(rrrrc(l in thc proc[rction ol'

cxJxrns. Bef<rrc l(nr8. h()\\'cver, lhc l)R(:

l,t()\'crntncnl nro(lilic(l tlli:i erea ol' thc
\:AT rc'gulxti()ns r'i8nih(rnlly, l.'ir\,ing cx-

p()ning FIE5 \\ith a(l(liti(n,llll tilx lrurdcns.
'l'hc nx)st irnlx)nrnl changcs rclatc to lhc
calculation o[ VA'l rcfirncls end thr cetc-
g()rics ()f lrllls cligilrlc to claim su(Jl rc-

tunds. Thc changcs inrlrrcle:

I The exchlslon of pre-1994 FEs I()I
and STA issucd l ioint notice in August

199.t ex<luding ull pre-199,i FIES fr(nr)

claiming input VAI'rcfirncls on exp()ncd
grxxls. The n()ti(c {nd strbse<1.rent sr,rp-

plementary n()ti(es p()vicle that FIIIS es-

trl)lished beforc 199.i tlrat manuficturc
g(x)ds in thc PR(l ilnd rxfr)rt drenr either
directll' or indirc(tly (for exanrple,

thnrugh PRC tr.rdin8 c(nDpanics) xrc not
c'ligil:le for .r nlunrl o[;rnl input \ A'l rn-

curred in purrtlsing krally sourccd, tlx-
alrlc rau' nratcriuls antl supplies. 'lhesc

pre-199{ FI}:s also lrc prohibitetl fiorn
dt-tlucting such inplrt VA'l' .rl{!insr thc
(nlpul VA'l'tlr(! pa\' (nr dontstic sitlcs:

ralher. thcsc fltis rrc rcqrircd l() lrext in-

pul VAT !s plrt ol thc cr:st of grxxls soltl
( (.()(iS I- lh( ('oj,1. r,l l)rrving rJ\\',]lilt( ri.
:rls and pr<xlrl ing finishcd grxrcls. As u

re$ult. pre'199t fllls producti()n (osts

hlr.e incrcascrl lncl. in s<xtte (':rsc:'. pr()l-

its have strl'ilrctl. Ilrrerx'er. this nrlc ap-

I^-Jrs l() c()nlGr(ltl ()thcr centr:rl g()\'crn

nrcnl Fricies thrl cnc()urage l<xitlization
of inputs :rnd pnxlur.tion l-ucilitics.

A(cording () thc STAs othcial cxplln:r-
ti(,n. issued in (Xtol)(r l9r)+. thc nrti<rnalc

lirr cxclLrtling l)rri- 19|().1 l:ll:s \\':ls tlrJt ther

$cre alrcaclv (ntillcd l() preferential tar
trqrtntent n(I xv ilxblc t() domc'stic entcr-

priscs. including thc hvr-ycxr tum()ver rlx
refund, an<! lirx-lrcc imponation ()f capilill
nrachincry ancl cquipment up t) thc lp-
proved total invcstnlent levcl (suhse'

qu(ntly re\'()ked ()n April l. llX). In ad-

dition. manufacturing enterprises \\'cr(
eligible for prellrential incone trx lrcat-

mcnt. such .rs r turrlcar cxenrplr.rn [nrttt

income taxcs stxfling from the first pr()fit-

nrrrking yerrr. folkrwcd hy thrcr ycrtrs in

which they wcre required to pay inconrc

tax at only half the nomral mte. 'fhc STA s

r:rti<nale did n()1. h()wever. take into ac-

eount that thc lirst tlrrr of the pr(fcrcntixl
tax privilcgcs \\ould l)c phascd oul, irs

thcy will l)c in the ncxt cottplc of yclrs,
the fivc-ycar turn()ver rax retuncl will nrn

onlr thnrugh l$)U an<l the tax-lie'c irnp<:r-

tation o[ n chinc4' lncl cquipnrtnt cr-
pircs in l*)a lirr sonrc hmr, sltile othcn
hx\c orlh' unlil 1l)( (nd of l<lXl lstc'llt!
(,lrR. jul\'^ugust l(.x)6, p.l2).
I A r€ductlon ln tax refund rates Alicr
thc inrplcmentirli()n ol lhe VA'l syslcrn,

lU()f s(x)n Ielt tlrc linancill strlin ()f

nrceting tlrc tax rclirncl claims of crBrn-
ing rntcrpriscs, cspccialll thosc sithin
tlrc Sutc<)\\'nc(l sccl()r. T() r ccnain cx-
lcnt. thc unexpcate(l hurden cxn l)c irl-

lributcd k) frrutlulent rclirncl chinu filed
hy ckrmcstic cnt(rpriscs ancl. reponeclly,

ll)(' \\'ider'pr('x(l tt\( ()I l'rkc VA Ln!.,i( r'\
llilsrd oo strlisti(s rclcased l)v thc l)R(l

g()\'emrrenl in 199i. NIOF alkulcd Y5i
billkrn [rrr (Nfx)n hx relirnds. u'lrilc tlrc
Jdual refund clainls ilnrounted l() rx)rc
thxn Y100 billion. "l he PRC ltovcrnnrcnt
clcarly unclercstinratccl thc fiscal cflccts ol'
lhe cx[x)rl tax rcfuml kxrphole. lir con-
tnrl the krss of ccntr,rl tlnds, MOF implc-
mented lr series o[ nt'asures t() addrcss

thc p()blcr1. including tightening refrrnd

clirims pr()ccclurcs lnd clamping down
()n thc usc of fuke VAI'invoices (irccorcl-

ing to rcccnt prcss rep()rls, VAl frJud is

nori' a (rime punishablc with thc dcadt
penalry), rs well as rc{ucing the cxfx)n
VAT refund ntcs. l\a'ice in 199i, fie S'lA

rnnounccd rcdudi()ns in exfx)n VA'l'rc-
ftnd rates (.i.? p.,i8).

A MOIi/S]A ioinl circular rclcasccl in
Novenrbc'r 1995 iltcmptcd to clctail tlre
nrcthod li)r dctcrmining the amount o[
input VAT rcfunclable t() VAT uxpavcrs
{including }-l!:s) on cxfx)n salcs. A(('()(l
inll to this circular, [:lEs uere cxentpled
from paying VA'I on cxpon salcs. lkru.
cver. as exp()fl vA'r rcflnd rrtcs \r,ere rc-

duced, FIIIs rverc rcqr.rircd to crlculxlc
the amount ol thc non-refunclablc pt:r-
ti()n of lhc input VAl that E()uld l)e
rr(Jted rs p:rn ()f C()GS. T() (l(1( rnlrnc
the n()n-refundal)lc fx)(ion, thc rpplicl-
ble VAT refun<l ralc is sublracled fftnll
the applicablc VA'l'rttr of the exp()ncd
grxxls. The clilttrence then is rnLrltiplicd

l)l thc FOII v;l[re iu rr,rrflirrlri (RMl]) o[
lhc exfx)ncd g(xxls.

f'()r cxamplc. in rhc hyfxnhctiGl .:rst'
of a Sin<>-forcign i()int vcnlure eng:rgcd in
lhe manufxcturc ol textiles frrr cx;xrn to

I rP2B
___tl
g

"With hl.ncllro Glrl[!t6, lo.rnlno Chlnlr! lt 00 long.r.s lorctodin0 8t lh! tortiddci CltY!"
_ PC IAGAZIiIE
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Hong Kon!], thc xpplicable VAI r:rte is 17

pcrcent. The rpplical)le refun(l r:rlc, lx)w-
ei'cr, is onl), 9 perccnt. AssunrinS tlul the
l-Oll valuc ()l rhc i()int tenturr's cx[x)ns
during tlrc rclc\'.rnt pc'riql is YI0 nrilli()n.

lhc n()n-rcfun(Lrl)lc fx)ni()n ()f tl)c input
VAT is Y800,0(X) (Ylo orilli()n x U pcr-
cenl ). If thc j()inl vcnlurc lus rccordcd in
p vAT t()taling Yl million. thc rcltrrd-
rblr fxrnion is onlv Y200.00{) (Yl nlilli()n -

Ytl(x).000). Il, howevcr. the j()int vcnturc
has recordctl input VAT of ()nly Y700,0(X),

tlrc firnr is not cntitlcd to any rclLrnd.

TIrr'F'lli (lctcnrlines iI irny VA'l'is rc-
lirndllble l)y clxhrrting i$ exF)n silcs ra-

ti() l()r thc givcn perirxl. If tltc I'lll s ex

lxrrl salcs c,xccecl i0 pcrccnl ()f its l()tal

salcs for that prrir , it nray apply for a

rrtirnd of thc ft)rlcr of cithrr: tlle |OB
vrlre of ex )ns (in L\'lIJ) nrultil)licd hy
the xpplicrlrc VAT rcfund r.ltci ()r thc
l:ralance o[ input VAT at lh( cnd ()[ thc
rc'lev.rnt pcriorl rn( r ()f n('n-rclirn(l.rl)lc in-
put VAT).

ln cases sltcrc thc FIE'S cxp()n salcs

do nol cxccerl 50 pc'(cnt of its trtal sales

li)r th:rt pcri(xl, the flE \1ill n()l lr cnli-
tlcd k).lny VA'l' rcfund. '11c lHlirncc ol
thc FIE s input VAT at the end ol tlrc rel-
(.!,rnt pcri{xl (n(t ,)l n,)n r([ur)(l.rl)l( in-
pul vAT) is carriccl lirr$ ard t() tlre li)lk)B'
ing 1^-^rirxl.

'lte alxlvc mcllxxl is reti'rrc(l lo xs lhe
''exempt, crcdit. rclirn<l nreth<xl gener-
llly applied l>y the local tax l)urexu to
ljlFls thrt \\'crc r:ihl)lished x,icr.Jxnuary I,
199{. and cortrnrencccl exgrrling nunu-
Ll('tured g(xxls hcli)rr'.Junc -l(), l9)5. t:lEs

in this riltcg(,ry nrll apply t() tlrc l(xal
tux burcau lirr VA'l refun<ls using this
r)lclln)d. Ih(lcr this nlethod, cxp()rls urc

excnlpt fr(rn VA'i'r inpul YAT, rlicr rd-

iusting lirr tlrr non-t rcditel'rlc non-rcfuncl
.rl)l( poni,nr. i. rnrlitrrl rH:rir)\t (1,,n)(\ti('

sulcsi rnd tlrc rrnrxining inprrt VA'l- bal

runcc is relirndcrl to the lrlli.
'lir tirnlrrI illustratc the (]pcrxri(rr of

rllis n)cth(xl. .i)nsidrr thc lirllos irrg cx-
xnlplc. \\ii(| ilssunlcs lllJt tll( slnt( ltv
I)olhcticrl lc\til( i()int \cntur( sclls l0
ll,rcent ol ils r;rrtprrt tkrmcstt'rrlly:rntl cx-
p(n1s lllc rernrining 90 l)crccnt drrrinH the
rclcvlnt perirxl \\'ith d(nrciti( sJlcs ()l

Yl rrrilli(nr Jnd \9 0rilli()n ilr (rpl}n srrles.

lll( i.nnt \('rrtlrr( rs clil.lih[ li,r :r \.{l re.

Iund. l-he Irlli Puirl totll inl)ut VAT,
nrcunrvhilc. ()l Yl rlilli(ln. ()l this t()txl in-

Ilul \Al'. llr( n,,n-r(lrrnrl:rl'l. lx)flr('n r\

1720,(XX) (Y9 nrillion x 8 pcrcent). -llrus,

the rnn)u!]t of input VA'l crcclital>lc or rc-

tirnclable is Y2U0.0(){). Of the Yl nrilli(rr
in clomcstic srlcs, tlre I: percrnl VA'l'
rtte leviccl srrultl ulLral Ylr0.00{). lhis

Under the "levy ond

refund" rule, export soles

in the PRC effectively ore

no longer zeroroted for

VAT colculotion

purposes.

Y170.000 in VAT p:l\uhlc on ckrnrcstic
salcs is crctlited aguinst the ftn; Y.zl]0,00i0

crcrlilirble/refrrndll)lc p()rlion (,f input
VAl r as l result. no YAT u,otrlcl l>e

p:tvablc on cirmcstic'sales. Tlrc lrallncc
oI input VAT ar':rilllrlc for :r rclirn<l
rvoulcl tlrcn hc- Y28o.(xx) - Y170,(X)0. or
Ylll).(X)0. tlnder this nrlc. the FOI] vilur

of exp()ns (Yt) n)illi(r) nruhiplictl by tlr(
applicrblc rcfuncl rutc (9 pcrccnt) is

cqual t() Ytl:0,0(Il. This is nx)rc than thc
l)Jl.rn(1, r'l rlx, YllIl.ux) in r(,fun.l.lhlc in-
pul \:AT. s() the Jmount ()l vAl retund-
lhlc t() thc j()int venturc is thc Yllo.(x)()
inplrt VA'l l)xlance.

I The "levy and refund" rule Thc
l\lolrSl-{ N()\c )l)cr lt,),r5 (r('uhr rl\() in-

trrxluct'cl u nc*' rule. knoru ili thc lrw
end rclin<l nrlc, appliublc k) r'lEs esul>
lishecl uftcr 199J lhnl hxvc not bcen
grlnte(l ilny VAf refund under tlrc cx-
cnrpt, crcrlit. relirnd nrcthrxl lncrusc thcy
ditl not cxpon an)',rrnul:r(lurc(l goods

l)cforL-.lunc J(1. 1995. trndcr rhis nrle. fllls
arc rcqrtircrl t() pxv VA'l on exlxrn sllrs
ti)r Ihe pcri()d ancl thcn cllinr l rcfuntl.
(FIEs cstablishecl aficr 199J th!l \\'crc
grantcd \rAf refuncis lxscd rnr thc "ex'

enrpl. crcdit. rcfund nrcthorl dc'scrihctl
alxllc nu\'(()ntinue k) usc llut nrctlxxl l()
cllcr.rhtr thcir rclirnds ) thrlcr thc' lerl
lnd rchrnrl' rtrlr, the VAI'peylble is de-

tennined b,v nruhiplying thc l'Oli vrluc r '

c\F)ns in R,\lli f<rr the pcrirxl I)\'th!, ap-

plirahlc VA'l rurc: ddin8 rhe (Nlpur VAT

on dornestic sales firr the l^'ri(dl xnd sul)'
lrxctin8 tl)c tolal inPul VATli)r the period.

Helping Companies Succeed
in China Since 1978

"We put ycars of e-tpcriant'e and insight to v'ork
in planning, negotidtio,r and implementdtion (t
spe(iJi( pro.ic( ts ond missions."

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

Formcr: Vice President. Chase Pacific Trade Advisors
Managing Director, Bear Steams China Tradc Advisors

lnternational Strategic Alliances, Inc
I265 Montccito Avenue

Suite 109
Mountain Veu: CA 9.1043

liil: I l5-969- l67l
Ijax:.115-969-167-l
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Tltc VAl n.lirncllble is thc l'()l) \'xluc ol

expofls lirr thc pcrirxl multiplicd hy the

applic:rhlc \iA'l retirnd rirtc. Als(,. undcr
thr "le\\'xnd rcfrrnd nrlc. it is n()t ncces-

srn l() alrlculxtc lhe p()rti(nr ()[ n()n rc-
funclulrlc inPtrt \/AT rltril)ulxl)lc lo an

FIE'S cxpofl salcs (:rs is tlrc cxse in the cx-
pon. crcrlit, rclLrnd nlellr( )sincc all inpLl
VAT no\\' is ( re(litxble.

To illustnrtc lurrv thc lt,rr':rntl rcftrntl'
tl]ctln,(l \u,rki.. u'(, ll\\rIlr(, lllxl :r Sin,]-

frrreign joint ventrlre cshl)lishcd in exrly
199(r bcgirn exp()rling nunrrflctured
grxxls lltcr in tlle yedr. lllc ioint vcnturc
ri' n(n (li8il)l('l(' ('Lrinr Jn (xlx)rl vAT rc
lirnd trn<lcr th( c\enrpt. crcdit. refintl'
rnelhod an(l must f(rl()\\' lhc 'levy xnd
re[untl" rulc- 'II1e i()i!1t vcnlurc s lotal
sales f<rr ttrc rclevant period :lmount t()

Y10 milli()n. of *,hich Yl nrillion *,ere do-

mestic s.rlcs lncl Y9 million \\'crc ex[x)(
sales. 1'trc :rppticable VAl'mlc is t7 per-

ccnt and tlrc VA'l refund r c is 9 per-
cent. lhe joint venturds inl)ut VAf l)xl-
rnce xt the cnd of the pcriod is Yl
milli()n. I h(lcr lhc lerl' anci rclirnd nrlc.
the j()inl t'enturc s VAT ;-rrylhlc for the
pcri( is f7(X).(XX) (J.r,p.1.i). The joint
venturc, howsver. is entitlctl to claim lr

s!,prrxtc VA'l rclind on its cxports ()f
Ytil0.(X)0 (Y9 rnillion x 9 pcr(rnt). Thus
thc ner \ Al rclimd is Y8l0.o(X) Yf00.(IX)
or Yl10.(xI).

lf thc exurDplr is chrrrrgccl slightly s<r

that rc l)yl)( l)etic.rl |lli pr)'s iDput VA'l'
r)l ,,nlv Y..lrn,.rxlr in.r,..ur.l ,rl Yl rnillirrn.
rrndcr tlre "t rport. r'rcclil. rcftrncl
nrclhod. tlrc [:lf]'s VA'l lrtrr<lcrr \\rrul<l lx,
Y170.(XX) o$'ccl ()n d(nDcstic salcs. ITndcr

the le\T ln(l rcfirncl nrtthrxl. how,cvcr,

Ihe nct \ A I prrv:rl:lr i.r Y(,r)rl.inr(t-li)ur
tillles grcllcr thrn un(l(r tlle -cxp(,rt.

(rcdit. r(lirn(l' nrcll(xl. It Jl)pc.rs th.t iln
FIE tllal (xl)()ns r sul:rstlntill p()nion ol'

its rrrntrfaclrrrc,rl grxrcls br.rt lurs:r snlrll
inl)lrl VA'l $I)ulcl srrl-ti,r:l hcrvi(,r VA'l-

hrrrtlcn untlt.r thc lcr v lrntl r-elrrncl'
rrxrtln)d.

Vitll the institoli()n r-r[ this nc\ r'uk.
cxl)()n s.llcs in lllc I'll(: c1-fc('tivclv.rrc n()

longr.r zer(r-ftrtr.,tl f()r VAI (rrl(ulrti{)n

I)rlrln)srs. c()nlr:lr)' tO the asserLions ol-

tll( r,rigin:ll \'.\'l rclulutions-tlrrrugh 1

rr.lirntl ()f a P(nli()n ()[ lh( inl)ut VA'l still

is ullrrrccl lxsed on thc rcrlucctl rclirnd
r-lttes. 'lhc orrr. ex(('l)ti()n is lirr tlrt grlrncl-

llrthrrcd F'ltls cligible lirr thc lire-verr
lr,rrnor'cr tlx rclirncl.

A heovier burden for flEs

Al present. Itlol:,s oronik)ring rxp()n
VA'l refLlnds strit tly to r(x)l out fulse
clairns and h:ls inrplcnlcnte(l tllc tax re
ltrnrl r;tt,rt.t .r'slt'rtr ftrr l,,t'ltl t:ts ltrttlr,,ri-
tics. Frch k(rlitv hrs its <>u.n qurncrly or
ilnnurl quota tl)xl ()gclhcr acid up to thc
1(nul nxti()nxl hr.rrlgetc<l refunci qrr()til. l'hc
nxti()nal cxp()rt VAI- refund qu()til f()r

1995 wrs Y55 billion: the 1m()Llnt ft)r
l9,I' lr,rs lrt(n rn,. rcrscJ k' Y('i l'rlli,,rl
Thc I)R(; g()\'crn,rrenl reponccl rctenllv
lllal during thc firsr six rnonths (,[ 11D6,

tlrt Sl A 1,r,rvtlc'rl rIrtncstir t'ttlt rPri.ts
xnd fllls \r'itlr rxlx)n VA'f reftrn(ls k)txl-
ing Y1l.t] l)illi()n. ()r ncrrl] 65 ;T rccnt ol
lllc t(n.rl 1996 l)u(ltrlr:d cxp()rt tx\ rc-
Iunrl 'l'hr>ugh lhis xnn)unt is Yt'i.J billion
r)r(lr( lll.ln lll,rt rr,lil,l(lc(l I', (,r)l(.fl)fis(,s

cluring the sanrr.. Pt,rirrl in 1995. thc r'ur
r('nt r.tlnd s\slen) is pr()l)lcDrxli.: \'Al'
rr'lirntl clainrs ciln l)c pr()(-cssed l)\'lh(
Ir'ul lar lrrrrcarr ()nl\'Lrp r) U()I:s rr'lirnd
<1rrota. l3aclilogs. lhc!etirrc. :rrc incvit:rhlc.
is lhc sul)nrilk\l cleinrs lir excct,rl thc rc-

firnd tlrr<xrr.
'lhc STA rcrrntlt sant I n()li('c l() tlte

Ix:rl l:rx burc:rus urginll lh:lt :rll I:lli r\
lx)rt vAT rrlun(l (llllrs sul)n)iltc(l l)c'

trv(en _,llnuirrv l. 1991. xnd .lune J0.
1995, lt <lcarcd bl tlre cntl ()l Septcrnl)cr

199(r. V'lrcthcr thc n()ti(c \\'ill help sprcd
ul) lll( l)rr^(\:in! r,l \AI r(lirn(l (lJirri,
f()r ljlIs rcnrilins lo lx sccl]. In yrmc kr
cati()ns, nrqrr\1'hilc, inrlLrcling ttrc Shen-

zhcn Spcciul !:conomi( Z(nc. VA'l'relLrnd
clail$ hrvc l)ecn prir)ritizcd lrl thc kxul
txx .r(Lninislrxti(ln husctl on such prc-
strilx,rl tritcri:r xs $'hcth(r cntlrprasrs xrc
cxp()ning g(x)ds lhxt thcy nunufilcturc
thcnrsclvcs. 'l-h()se rnlerpriscs lhat tncct
lhe critcriil \!ill rcccive l)iorily trcatnrenl

li rr cxBrn VAT reltnrls.
'Thc v:rriorrs nrrxlifiratit;ns t() th( \'A'l'

rulcs hirrc rcduced signifitantll' the prc-

l99l rxp()rl lax incrntivcs enj<>yccl by
FIEs in China. Exclusion o[ FIEs lrorr tltc
grancll:rther treatmcnt r.onferred by the
tum()r'cr tllx rcfuncl has lirDitcd its lx.nc-
fits.'flrc nrles on input \iAT rc.funds hare
exgrscrl substantiall) thc cxp()fi sect()r t()

V,Al', (ontrary k) lhc (lhincse govcrn-
I]rent s slatcd intenti()n when thr VA'l'
$'.rs firsl intr()duce(l. lhc "lely ancl re-

firnd nrlc. utich sill appl-v to all ftrttrrc
FIES, rls() is likely to agqrrvatc cash-llorv
problcnts anrong cxporling FIEs, sin(e
thcy n()$'xre requirr(l lr) l)ay the lLrll

VA'l on thcir export shipr)r(nts xs t"\'cll irs
(xr thcir (k)ncstic slrles. rn(l nrust $til li)r
a rcfuntl o[ onll prn of lhc inpur \rAI.
\\lrrtlr rrr.rr l.rkc .,'rrr' lln)c l,' rc.llrrr,.
Anrl. ttrttIr (trrrunt l'll(:t:l\ lJ\\'. lllr'r( is

n() inl(,rcsl 1lricl on ovr,rluc goyen]nrcnt
tex rt,lirnrls

Irrrnn tllc lxiginning, I'll.i' lutt l\(n
contplaining rlx)ul thc ditlicrrltics thct
It:rvc cr'tr'otrntcrccl in :r(hl)ting l() ihc nc\\'
VA'f systrnr, thouHh n() ofli(i:rl l)R(. gov-
crnnrcnt rcsponse. or lilr'tnll talks. halc
l(t ()('(rrrrc(l. In tl)c nrcxntint(., lhc situ.l

ti()n llJs g()\vn Rr)rsr l()nl lllc (lL(1s (,1

the supplcnlentdn ,,l()\'(mn)ent circuhrs
th:lt h:rvc inlcq)retc(l tlre initial nrlcs pur-

ti( ulxrlv hxrshly.'Ilrcsc c'ircLrlars hlvc
ph(r(l uncxl)ccte(l l(ln)ioistrutivc rn(l li
nanci:rl lrtrrtlcns on Fllls. ;rncl vrnrc of tltt,
firnrlarncnt;rl pr()\'isi()ns ({)nt:rined i,r tlrc
()ri!in:rl \A'l legishtion-lirr instirn(c, tll(.
provision that exports lrr( zcr()-rit((l-
Iravc lrcn rcnclcrc'rl nrcaninglcss hv thc
t'ircullrrs. ()vcrall. thrsc (llilngcs c()ul(l
Illtrt ln.(lrcr.t .lll(\1 r'n llr(' (1,nrp(liti\r'

cclgc of cxlxrning FIIIs in (lhinx. irs thcy
:rrr lirnccl t{) shih thcir grextcr VA'l l)ur-
(lcn (rrl() tl)cir cust()nl(rs in thc li)rnt (,
highcr priccd expons. i,

VAI Refund Rote Reductions

Originol VAT
relund rote (%l

()rh. r lx( xIr( ls

10

ll l0

lr
SOURCE: Coopers & tytrond
NOTE: The reduced roles ore opplicoble b exporl ilems *h;ch cleored Cusloms on or oher fie
respeclive doles.

48 The Chino Business Review September-October I 996

Product

Agricuhufl l pft )drr(ls atui

Agricultur.ll Pr<rlucts rrserl lirr
tl)e pr( u(ti()n ()f inchrstrixl
grxxJs rnd tlx)sc itc[as suhiccl
t() x l-lqn VA'f rutr

t-

Rote effertive Rote effective
July l, 1995 (%) Jonuory l, 1996 l%l



COUNCIT ACTIVITIES
A Full A

Council's H Kong Cffice Chinese
Entrepreneurs
Visit Councils
Woshington

Cffice

gen
ng

for the

$asle and air p()lluti()n qill rtsult in
morc papcru,ork li)r li)rcign invcst()rs.
Crxrk aclclecl that Chinesc cnlcrpdsrs xrc
rcsrstrnE tltr cfli)ns ,'l p,ncntiJl lor('iEn
invest()rs t() tlkc soil sarnplcs lronr the
ItI){l Pt!llttlcd lrcrts ol'Sncnfie [.] silcs. rn-

stead pointing them to*'anl lcss prtllute<i

xreas and insisting on k)(rl-ftthcr than

firreign-lab cvaluations. t.atcr in thc
summer, Ilong Kong nrcutbcrs also hcitrcl

Anthony Chan, rcgionll econontisl at

Jxrncs (..1p(l A\ril l.l(l . (\'irluJtt' (:llinJ''
nr:rcK)cc()n()nlic perlirrnran<c. Ohltn u'as

gcneralll rrpl>cat alx)ul lhc Chinese c(()n'
omy-s prospects ()ver thc ncxt ltl nn)ntlls
.rnd mrtetl th.rt nrrrr, rrerl l'unlrcr r'rrts rn rn-

lercst riilcs shottlcl not lrc n<'ccss:tn'.:rs
lxrth nxrnev strppll ancl loan grosth up-

pcar to lx, tairly stlhlc.

A l5-rnemher delegation frorn
China's Non-Govemmental Sciencc

and Technology Entreprencuni As-

s(xiirtion, a non-govemmental :Lrs{)-

ciauon under drc All-China Ftdem-
ti()n of lndustry and Conrmerce
(ACnC), paid x visit to the Coun-
cil's V'Lshington, DC. office. Led by
Associsti()n Cha irmdn lirang
Zhiguo. the clelellates were in the
t nited states to leam more atxrul
Amcric n private cntcrprist'ancl in-

form tis conrpanies ()f thL'ir eff()rts

t(, (,rg.lt'lize China's Srlwing pri\,atc
sccI()r-

Tlrc Entrcprencurs Associati()n
rnd ACFI(I sene an expanding pan
ol (lhina's cc()n()my; according t<r

Vang. the priv:rtc sector in Chinlr
r'l()\J!' acc()Lrnls fbr nearly tq(Fthirds
()l (ll)in1's CDIJ. rvang enumcratccl
thc bcnelits (hat private l)usiness
1)rings to Chinx s markctplaec:
higllrr-quxlil\' goods, bctter after-
sllcs scni<e, lrncl krrlcr costs (lx-
eausc thcy urc nol tirrcc<l lo rcl-y on
lixccl J)rice St!lc supplicr\)- su(h
lrrlr:rntegcs oftcn cnal>lc prir'rttc
lirnrs to clrJrlure nrarkct sharc fiorrt
thcir Sl:rte<r\ necl c()Llrlleq)uns.

\ct tllc l)ri\atc scctor's tcndcr
:rgt ltur,.'' it vulncralrle iu Cllinxs
!lllrngiD!.{ c(()noDr\'.'l'lrr' [irtreprc-
rr( r)r. .\ss([ixli(r] ln)J^-s l() l)()l(jd
tlrc intrlc:ts o[ non qt)\ crnnrcntltl
lrrrsint.iscs. P:uticrrllrrlr in thc ilrcl
,)l int(llc(llrJl t)r(,P(11v pr(,tc(ti(nr.
'1,)\\-irrd tl)i\ rncl. lhc essocillion
Ir;rs lr,.cn cnr'oureging tlrc r'cntlirl
l{()\.r'ronrratt to estrblislt lt srrrrtrl k'
gill cr)rit()nnlenl that $'ill Drortrotc
lunrl 1r(rlct t tlr( I)rivJlr s(\'l()r.

Council Hosts

All-Chino Federotion of lndustry
ond Commerce

September-October I 996 . Ihe Chino Business Review

The (iruncils lk)ng K()ng Olhce hckl
a nunrlrcr of gcnenrl inlcrcst :rnd c()nnnit-

tce nlcetings in rc(cnt m()nths.'l'he Legal
(.(nltrnill(r' r-Lsrrrrvrl (ilrinu s rrcw frrrtign
exchlnge rcgulations. infrastructure fi-
nance issu('s, litili ti()n in thc' I'RC. and

tlre cstrthlishnrcnt of lr,rlLlrrrg rrrmplnics.
'l'h(J Markcting and l)islril)ution C([uuil-
tec, mcxnwhile, cxlminccl the size of
China s consunlcr rnarket lncl thc ltgal
parlmeters of distrihution in (lhina. with
casc studics lrrlrrl (}run< il nremlrr com-
panies Caterpilhr Inc.. First (lhictr8o NIll)
C()rp.. and S ru Lcc C()rp.

ln .June. l\'litchell Silk ()f (lhadlx)umc .q

I'lrkc t-LP and (l:l()line C(x)k ()[ Entir()n-
nlental Rcs()urces Mantgcment dis(ussr'd

ChinJ \ nc$ cnvifun rcntJl legislrrtirrn.
silk n(ncd that ncu'lau,s g()vcming s()lid

Meml)cr c(nnpanics were lreeted to
a special lunchcon (n'r July 22 for .t

nine-mcmhcr delegation of the All-
China fuderation of ln(lustry and C(nn-

mercc, Iccl l)y (;luimran Jing Shuping.

A(:f'l(]. sin)illr in many rtays to the
Chaml)cr ol (lomnrcnc in thc t niled
Slalljs. rcprcscnts thc intcrt'sts of
Chinn s gr()\\ ir1!l non-gotcrnnrental
\c(11r. A nurI,r [rgtrrr.' in tlrl PRC lTrrsi-

ncss c()nlnlunilf, Jing lrlso scncs ls
the liruntling clr:rirrnan o[ th( Chin.t
llrn'h(ng ll.rnLitl).t ( orP . tlr(, I'R(.:'
first pritlrte lunk

A rrlrnl r(.1){nt l)\'lhc Still( I)lxn-
ning (inllnrisii(,fl crtill)irtr.(l the xnnu!l
g(^r'tlt retr' r )l Slxt('r)$nL\l cnterl)riscs
(SOI:s) l() l)c () I)(r((r11. conrfrrrcd to
I i- l- p( r((.nl grlrtlr lirl tl)c n(u-Slillc
sc('t()r. A(;l:l(; s(,n'(.r, ils ilrt ilnl)(,rrlllt
lin k lrctstcn tlrt,gor',.'rnnrcnl ancl
(lllir'lr's llrst-g|r)\\'ing lxiv.rl(. sc('l()r. As

lu nrcrrrlrtt r)l thc (lllinrs( I)t()plc s I)()-

litical C()nsultiltivc- (i)nferencc. ACFIC

lobbied the State Coun(il cluring thc
drlfting of thc Joint vcntLrrc Lr$'.
Conunerci{l Uanking Lr\.\'. end \(hollv
Forcign-Ou,nccl Entqrprisc l-:l\\'.
lmong othtr piecc.s of lcgisl:rti()n.
ACFIC lso played a kcl nrlc in cnsur-

ing that l:rnguagc rffifirin8 ltciiinFr
suppon <>f private-\c'cl()r dcvckrpnrcnt
tT incltrderl in lhc \inth Filc-\'cxr
l'hn.

tlstlblislrccl in .,:rnuiln' l1)96 xs il
Srrte C()uncil r,xperirnent. thc (llrin.r

\linslrcng llxnking (:()rp. rirIls I()
scne lhc nrrn Sttlc scal()r. r(li(\'ing
Strtr l)1rnk5 ()l s{)lc rcslr )n\il)ilitY l()r
[inunting prirltc secl()r lcn(linF. ln
r(ldili()n t() the lxnks l|cijing ltertrl-

qr.lrrtcrs. lrnrnchus in (irlrngzhr,r.r unrl
5lt:rnglrrrr rtrt' sclrt'tlLrlrtl to ('lx'n tlris

leur ancl oflitcs in N n,ing. l)xlirn.
lln(l Suzh()u lrc plitnnr.<l li)r tl)( ne:lr
future.
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Sett rng Out of Court
a

I Xioomin Sun ond Ying Zeng

New rules codify
existing proctices in

on ottempt to

improve enforcement

of commerciol

orbitrotion owords

I Xiqomin Sun is the generol counsel
of the Chino Notionol Technicol lmporr
& Exporl Corp. ond on orbitrolor for
the Chino lnternotionol Economic ond
Trode Arbitrotion Commission. Ying
Zeng is o loreign ossociote wifi
Pepper, Homilton & S<heetz in
Woshington, DC.

I n 19x5. Chin:r \rti()n.rl Ictltni,.rl lrII
I p)fl ri E\Fln (i)rp {(:\'ll( ) l)r(,uEhl

I crsc rn tlrc \lranuh.ri lnttnr[.(li:rte I'crr
I pl" * C,,r,n. rll.ging th.,t s\\'r\s ln,hrsrn'

Resollr(cs Inc. hucl cornmittccl liaurl by'

forging thc bill o[ lacling:rncl rlhrr rixu-
nrr-nts rrcpircd b1' thc lcttr'r of trcclit. 'lhe

Swiss c(rnpxn\'. invoking thc hrrutl :rrhi-

trati()n clirusc in ils l)usincss a()nlnl(t $ith
(lNTlC. ()hj(tcd to lhc crrlrn s jrrrisdiclion

ovcr lhc clrsc ancl dcntrn<[tl thlt thc rlis-
pulc l)c sclllc(l thrtrrgh :rrhitfirlion. 'llre

c()urt rcjcctrd thc tlclcnsr', ltrlclirrg thlt
these rvcrc flrrrr.l-rclltcd t()rt disputcs
r.rllrc,r thln (1,nlcr(1 (llslnrl( s. Al lh:ll lirr]( .

lhe crrurt onlv rc<rgniz<l thc valiclity ol

.rrl)itrJIi'nr JtR(r)r(1tts in r'u'rr invi)lrinB
contrect clisptrtcs.'l'hc rlclcnrllrnt :rp'
peelcd. l\rt thc Shir!{hiri lligh l,e()plt,ri
(i)un. thc lpl)Cllltc eoun. xllinrc(l th(,

k )\\'er (r)un's (lc( isi( )o.

This r'usc illusttrtt's thut. rrnlt' u.lcr'urlc
:lg(). thc (lllincr u:rrrls tcnrlcd to takc:r
tun' nurft)\\ tlcfrnition ol lrhitrlhilitr entl
sonrctirrrcs $rre rrn$ illing t() cnlirrt'c lr-
hilrirli(ln ilgrrcnlrnt:,.'l'ltc (lltincsc cortns

scrc gcncrrllv skcptital lnrl cvcn hrstile
t() suggcsti()ns th:tt clislrutr.'s I)( :'('lllc(l
through r.ontnrt'rci:rl xll)rtrlrti(nr. I]ul llre
lirnhcr intcgnrtion ol'tlrr (lhint'sc urrn
(nn! ir'll() tllc glollrl tcononrl'ovt.r tltc
llrst rLccerlc lrnd tlrc nrpicl ('xpirnsi()n ()l

clircct lirreign invcslrlcnl i,1 (;hinrr hils
nrcanl a slt:rrp in(r(lrs(' in thc nunrhr ol-

crlrDnrcr't ial (lisput(,s lx,l\\ ((,n (:lrinese

ancl lirrcign I):rrln(rr (nr' llt( (.:llR, \Ixy'

.lunc l})5. p.{5). ln 1995. (X)2 ( scs wcre
filctl bef<rre tlre Chin,r lntcmrti()nxl llc(r
nortric' unr.i Trird( Arl)itrJli()n (jnnnritlc('
((llF]TAC). rr1()rc than doublc thc lxxlr,s
rvorkkr:lti in l(XI).

Trr lutilitutc thc rt,s,rlutirrn rr[ tlre ris.

ing numtrr o[ commercial <lisputes. the
St:rnding C(rnmittce of thc Eighth Nu-

tk)nxl l)e()plds Congress x(l()pte(l tllc Ar-

l)itriltk)n 1;l\\' of the Peoplc s Rcpulrli< o[
(:hina (n August .Jl. 199j. rvhidt crunc

int() cUc(l on Septemltr l. 1995. l,rt)r
to tlrc pronrulgation of thc Arhitrali()n
Liw. (:lli'l'A(: ldministcrecl {rl)itftrti()n
,':r:.cs thr(,rrgh rl)r' (:lE'lA(: Arl)itrirti()n
Rlrlcs. whiclr detxiled the stcps that plr-
tics lust ti)lk)$ during xrl)itl:rl pr()(c((l-
ings. Tlurugh llre CIETAC Rulus lrrkctl
judici.ll auth()rit). n() ()thcr r'(nlprclren-
sivc (l(rDcstic xrbitrilti()n legislution cx-
istr(l. An(i $lrile Chinx is i rignlt()n, t()

thc I95tt t nitcd \ i()ns C()nvcnri()n ()l-

thc Rcrrrgnition and Enft)Rcrnent ()l l'()r-
t igrr ,\rlrrtrlrl Au':lrd. I\(u'\'ork (,r'lr.

!cnti()n). lhc Chinese corrns. oftt,n un-
:l\,Jr(. r)l intcrnlltionll l:rrv or nx)tir':ltc(l
l)\' kxrl pr( )le ( ti(misrn. sorDrtirr)rs chost'
lo ign r( lll( Nc$ \'r'rk (.')n\'(rllr')n's

I)r()\'isi( )ns.
'flrc Arl)ilrIli()n Ln\\' rlpplics l() Ir)th

I)ll(: (lorncstic and lirrcign-rclltccl clis-

lnrlc\. J(l(lr('\\(,. lrlritr.rlrility urrl .rd:it|lr.
li()r1 irgrrcllrents, lnrl clcfincs thc linrils ()l

:rullnrit) r)l (.lrine\c (1,uni' .rnrl rrrlrilrrr-
ti()n tril\r,r.rls in xrbitrali()n-r(,lJlc(l Drxl'

tcrs. lhc lll\\' g()\'erns Jrllilrlrti()n (ls(ri
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involving lirreign parties as wcll as c.rses

includifl8 Chinesc p:rrties that are (ur
rently conducted under thc xuspiccs of
lrtrrl (rrrnrrnrrr' (1,nlr:rcl .lrl)llr.rli{,n 1fl.

lrtrnals of the stirtc Aclministration of In-
cl.rstry lncl (l(xnnrercL'(SAIC) tn the fu-
tLrre. howcvcr, d()mestic disputcs are
likel,v to be utljuclicated by indcpentlent
xrl)ilruti()n institLrlions. Cl['lAC and the
Clrir)l LlJritinrq Arl)ilfirti()n (i)nrni\\i(,n
(CMAC) a(lnrinister ft)reign relatecl ((nn-

lr)er(iirl irnd nrrrilinle xrl)ilr.rti()n cxscs.

ftrspectivcly.
The neu' hu' orrkcs nlxny <ll-tlrt prr

('e(hrres spccifie(l in thl- CltilAC Rules

lcgelly hinciing. In lrotlt lirreign rncl clrr
nlcstic c:rscs, tlrc,Arl)i{r:rti()n [,lrv (rlifrcs
the existiDg pr:lcticc o[ clcsignating an

rrlritral tribunul. stipulaliDil thxt sLr(h tri-
bunlls lle contlrsecl of txtc or tlrtcc :tr'-

bitlrtors.'I-hc Arl)ilrilti(ln l.erv elso crxli-
fies CIFITA(j s .urrcnt prxcli.e oI
llloning plrtics to srrbmit ti)rcign rc
llrt!'d dispLltcs t(, alrl)itration instinlll()ns
otrrsicle ol Clrinl, if thc l)ilrtics s()

.1t,r,'se. I nrk r ll)r Arl)ilr,,rti,ln Lil\\. tl,\t
ll. in ('rrrr( nl Pr':l('lr(c. ,ln .rrl),lrillr('
lr$,arcl rnlde l)y rn trl)itr.lli{)n instiluti()n
()thcr lhx.l CIETAC or (lMA(l is enfi)rce-
eblc in (lhina

'lhe Arhitration [.arv also spclls or.rt

scvcrirl ne\\, provisi()ns relalc(l to lhc
<rrufl s rolc in irrl)ilrxl pft)cec(lings. lir'
c-xill1lPlc, (lllincsr C()Llrls r'l()\\' lrc i[rth()-
rizccl lo nrlc ()n :r pJnys xl)plicati(ll1 t()
prcscrvc evidcnae lhxt lll()ther prrly.
who rvould lre put et l clisldventlge by
sucll cfidencc. olight dcstroy. The Arbi-
lmti()n Lau, lrls() providts lh;rt a clii alnf

rnly upplv lirr thc prcsenation ol llte
clefenclent s prc4rerty if thr cl:lirrxnt crn
shorv thet the dclenclxnt \r'ill not olhcr-
u,isc havc'tlrc necessary lssets lvlileble
to sltisly th(' llrl)itrill rwilr(ls

A two-pronged opprooch

The fubitrrtion La$' continues China's

rr:lJirion oI lrxndlin!] inlern.iti,,n.rl :rrl.itra-

ti()n crses scparatcly from krcel cases,

and c<xli6es some aspects of lltc separate

trextnlent and proccdures. Thc law de-

voles iln entire sedion (Chxpter 7) s()lely

k) arl)itr.rti()n cases involving lirreign plr-
ties. F()rcign-rclatcd a )itrltior'l issues not
addressed in Cllxpter 7 are aclclressecl

th()rrgh ()rher provisions o[ the laq,.

The Arl)ilruti()n Law does not clcfinc
.li:reign rclated," and d()cs nol spcll out
CIETAC's iurisdiction. Howcver, the most

rcccntly prolrlulgxtcd set ol CIETAC
Ilulcs. u hich ceme into cffect on Octoltr
l. lrr5..rn(l .rrr nr,\lrl(\l L,n llr( Arl)rtr.i

tron l,au, clellnc dle sc()pr ot CIIiTAC s

irlrisdi(tion. IIndc: rhese nrles, which xrc
not legxlly l)inding, CIETA(: is aullrorize'(l

to settlr dispLrtes 'lrising ll(xn inlerna-
tknlel ()r li)reign-reletecl. conlrlrctual or
non-contr.rclull. c( ()n()nlic rnd trildc
ttunsilcli()ns, inclrrcling tlxrsc dispLrtes l)e-

trveen iirreign k'glrl |cfsons ancl,tI nltt-

rur:rl pc$()ns lrnrl Chinesc legel pcrsons

lrn<lr'or rtutr.rnrl pcN(r1s, itnx)ng li)rrign Ic

gll persons .ln(1,/(n naturxl persrxts, ltntl
:lnn)ng Chincsc lcgal pcrsons ancl"<;r nltt-

Lrful prrs()Ds. Forcign invcsiccl entcr-
priscs (l'llls). inclLr(ling j()ilrt vcnlurcs uncl

$ ltolll tireign-ouned cnlerprises, ilrc
trcxlcd:ls Chincsc ltglrl pers()ns undcr
Chinrsr lxw.

v'hilc CIFI'lAC. in (hc()ry'. h()lds iuisdi('
ti()n ()!cr rD()st xrl)it,1rti()n cJscs inv()lrinll
FMs, 1r disputunt cxn drlllcng( (llfll'A(l s

jurisdicti(n'r by hringing his or her crrsc Ir
lirrc tlrc (lhinr:se c()Lrrs, wl)ich h.rvc thc
ultinr:rtc saf in (lcternriniog \\'llrlllcr I
cese t:rlls $ithin (llETA(l's pun'ic\\. lhr
Chinesc (()ufls irl)p(xr l() (lxssi\' disl)Lrlrs

in\,(rving I"lHs rs linlign or (krncstic (n'\ ir

(irse-l)y-cllse bnsis. Accorcling to tltc
,.r,trn.. rr l,r'.rl $n i( (' ( r,nlr.r( l (hslnlt(' In

rrrhing e joint vcrrturt rlnv lt rl-g:rtlc-cl

xs donleslic. ln c()ntr:lst. x (lisl)utc l)r-
nv(]t]n ir Chincsr l di,r! a(nnpJny nnd a
Chincse nlxnul-ircturer lrrising liorl intcr
niti()nxl l)iddi,rg nlight l)c vi!'wcd xs fi)r-
cign rclutccl. ThUs. only disprrtr:s lttween
l:l[. rrntl I,ll( c,tt(rl)ri\(.i. tlrut inrrrlvc in-

tcrnirti(nrirl tr.lnslr(ti()ns tcntl to fall q,itltin
( ll-fA(.'\,ufl\(lrIi,rr. \\lril( l)l(r. (l(rl]('.tr(

clscs ancl txher' (l(r)lrstic (xsts in\'()lviog
I:lLis rre tlpically scllled tllrough litigx-
li()n.
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Suite 280
San Jose, CA 95113
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CIETAC, in its rc.cnt plx('ti.c, hrs
lrr<xrdenecl ils intcrpretlrtion ol rl,lrich clis

putc-s urc arl)itfllblc. 'lirchy, r,inuallv unv

rrrnlractuul cJisprrtc or' r)thcr disl)utc ()vcr

Prrpcny rights rnd inlL'rcsts lhrt inv(rvcs
fi)reign intcresls. inclu(lin!l l sccurilics
clisputc, cun l)r l)r()Lrght ltcfirre en urhitra

ti()n trihuoill il thc p:r1ics so chrxrsc. If
thc (lN'll(l vs. S\\'iss Industry Res()urccs

cusc wcrc l)r()ughf i()dll,v. the Shilnglui
lntcnltc(liiitc I)c()l)le s (j)u11 \()Lrld hlrve

k) (lisnriss it ltcurrsc thc A )itrx(i()n LalN

stil)ulxt(rs thirl :r n()n-(1rrtr'lc(u![ clirillr (in

this inslrnce. thc allcgation ol liarul) can

l)c ilrbitI..ltc(1. Otlrcr n{)n-contratlrrll rlis

Irtrl(-. rlr(ll r: rn.lllr8rli,,n (,1 l):llrnl lrl-

fringcrrcnt, ulso are arhitrahlc if lroth
siclrs (\rncLrr. Thrrs, Ihc Arbitr':rtion Ll[r
l.livcs li)rrign investr)rs '.ln rltcrnxtivc l()

tlrc trx(liti()nxl litig:rri()n ()Lrlc in pr()tccl-

ing intcllc('tu:rl propctl,v.

Thc lau, cociifies existing pr:rcti<e hy
specificully ex<i.rcling fnrm rrrbitration clis

putes in\(rvi,lg l)RC Sorernment dcpirt-
mcnts. su(h displrlcs urc 1() l)e rdiudi-
cirtccl lr,v lllc t(l,11inistlalive tril)unxis ()f

tllc (:lrn(.e ((,1[1\ r)r,rlll(r'.rrlnrnr.lr.rlrre
clcplnnrcnts. lin exx,rplc. under thc Ar
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biti.ltion krq,, the issuc of pxtent validity
would not be sutrject to xrl)itmtiolr tnd
only could lt lcljuclicrted hy tlle pxtent

xclministrative duthorily. So if the (lcfen-

dlnt, e Chinesc mllnufxctLlrcr, in a hypo
thetical patent infringemcnt (1lse c()unter-

claiDrs lhal lhe chimant s pxlent is invalid
(ancl there[<rre no prtent inliingernent l]as

occurred), the xrbitrxti()n instituti(xr r ly
hlLve k) stay thc pr()ceedings, pcnding the

ll.rlLnr JLInlini\rr.lrion .itrrlr rirys rlcrision

on thc pxtcnt s v:llidily.

Crossing the T's

Irollowing intclnxtronaI pritcticc. thc
Arl)ilrilli(nr l.r\\'[e(luitcs t ll:r t (lisput:lnts

concluclc lrn algrccnrcnt t() llrl)ilrxt!, l)e-

l,,rg t l t t 
. 

. r 1 I 
' 

i t r , r t i r I I I 1r1r r'e.s 1.16 lrqg16.

llr' :lfrc( rn(nt tr' ,Il)iUlrtr' lllu\t l\' \ril.
ten xnd ritl), tlke tlrc lirnrr ()l (ithcr il
\( ll:,r.ll( :lSI(Lrll( nt ,rr'.rtr lrt'lrilr.rli,rrr
rl.ttr.r'itt tltt l:usinr'rr Lrrrttr,tr't. t rrlrl!'rn}l
cxisting prxcti(r, lllc lir\\ stil)uLrlcs tltut
thc irrl)itrxtir)n :rgrcc r(nl nlust incIr(lu
thc following: the Irxrlies inlcnli()lt to
suhnrit the dirPutts tirr ur|ilralion, rr clc

scripli()n ()f llrc issucs to lt lrrlritlirtcrl.
luncl thc clcsigr't:rltrn ol'u nrrrltulll' :rgrecrl-

ul)(nt !rl)itlilli(rr lril)unill.
l'hc l:l\\ :itipuIllcs us $tll thut il thc

.ll.lr(\'rlr(rll l,r,rrlrrlr,rl( is.il(nl,,r,rrrrlrilll
Ir.s.r. t,, tlr,.,lr,i,r. ,'t lr|l .trl]itr.tlr,, l
lrrrnul. thu I)llrlics Jr-c all(^\'(,(l l() rrxkc ll
supplcrnr,nt:rry rgr(,cnrcnl rrglrding thc
sclcrti(nr ()l suclr r tril)unill, I)rcsLrntxl)ly
Itlirrr tlrc rr(luxl l)r'(xccdings (\)nllll(,n(('.
I"lrilLrrc lo |clrr'lr u supl)l(nrcntxn' lrSrcc-

mcnl rc,rdcrs th(, ilrl)ilrilti()n rgrccnllrnl
invulirl :rncl linr(s thc pxrtirs k) rc ()lvr
thcir (lisputc thr()ugh liri8xtion. tlnlikc t S

I)lilalice. l)trt iD li,rt- with (]lrincsc (rslrrnt.
(-lrinus Arl)ilrilti()lt l-nu ckIs rrol ;rrrlho

fi,/( tllL rorll\ Ir, (l(sign.rr, :rl .rrl)rr.tlr.nl
instituli(ln if thc l)urtics cleallt intcnclccl

t() suhoril disl)irt(rs li)r xrlritf.lti()n l)Lrl

nr,.rclr lrrilccl to (l(signxt(. th(' xrl)itrJli()n
trillrn:rl pnpcrly.

Tll(, Arl)itlilti()n Lx\\' xls() rr(lLrilcs thlrt

thc p:lrties t() lrn lrrl)ilrllli()n ilgrccnrcl,ll
clxxrsl.'x irllik x )ittul instiluti()n. In (n1r

('usc. thc a()l'rtIx(t lrct\\'ccn u (lhincsc

corttJrany ltncl x I k)nr.{ K(x'rg finr stltccl
Ihlt disptrtcs l)cNcrlr lhr lrvo corrlcl lre
xrl)itlirtc(l l)_v (ithcr (lll'11'A(l (n thc Ik)ng
K()rg Internxti{ )nrl AI.bitrlrti()n (icntet.
'l'he t.lrnr.ir' (1n)rl.rr)' :lrl\rlrtl(\l il\ ( l:rirr
xguinst i(s ll(mg Kong countery)lift helirre
(llLlAC. 'lhc [ftrng l(ong firrtt cluinrccl

Todoy, virtuolly ony

controctuol dispute con

be brought before on

orbihotion tribunol.

thxt CIE]AC lacked iurisdicti()n ()ver thc
meller encl clemanclecl th:rl the cise be ar-

hitratecl by the H()ng Kong Intemationrl
.,\rl)itrati()n Center. CIETAC clitl not lccept
tllr' ('ilsc,,n tltt grounrl' ll l lh(' :lrlrilrJ-
ti()n xgreenrent wls rentlerecl loicl lt-
.xLrse lhe prfiics fxile<] kr sck'ct en exclLr-

sivc xrl)itnli()n trihunil.
CIETAC Itls re;lson t(, be c:rtrtious

alrorrt accepting rltrestionlrble cescs. ll
(llETACs irrris(li(lion is <'ast in(o clotrlrl.

its lrlbitrrl lrsrr|cl nlxY not he cnlirrr'ecl in
()thcr a()Untrirs tlllrt lrrc signrk)ri(.s t() lhr
\ew Y()rk (in1\,tlrti()n. -l herclirrc. r',tcn
tlr'.rlirrrg .rrr .rrl ritrutir,rr .lgr( (1r)(jnt. l).rtti(.
slxrtrltl girc onll onc urbitr':rtion tlilrtrnal
(\r Ir\i\ ( iufir\lir'li,,n r t I tlrt LlisPtrtt'.

Shiking oul ogreements

'lhc Arl)itftrti(r') Lrn elso prr^,iclcs lirr'

thrcc I)xni(rllirr silu:l1i(nrs ill Nlri<tr;rn ur-

lri(lrtion agrcrnrent *ill bc rcnriclecl
\'()i(l: il th(, strlrjccl is non-:rrhillrblc us rr

rn:tllr'r i,l' l:l\\ ' ll ,r' t r.rl]tlrlt . rlrslr tr..i ,[i*
ir'lg li,,nr rl,rr:l!(.,r11'rpri,,n grr.rltlirrn
ship, r'hilcl r,.aring, anr.l inlrcriluncc, anrl

tlr,,r( .ril)rrl.lrr'(l t,, l\, {r,Il(rl lrr .rrlrrrini.-

trilli\,c xutlnn'ir) )r il oDc of thc pirflics hrs
either ir Iinritcd ai\il cxl)ircil\ or no tivil
\':ll)ll, rl!. ,'r il .,tl(' Il.rrl) \\.rr ((,(r.((l inr

signing (llc ir )iLrlrti()r1 :lgr-((nlcnt.
'lhc (i\il (xpl(il) slipulxli()n hxs (Ilsc(l

s()lrc (r)ncern in liglrt ol Clrinu's currcnl
li)rtisn lrx(le svslelll. Ih(icr (]ltinesc lut.
I'R(l r,rtrrlrrrrtir.s lt.rrc l',,'l,t.tin .t.rllr,,nz.t

tir)o t() rneirg(r in lirrcign tlrdc. lh<re thlrt

llck rLrthrxizltion to ckr so rr|t dernrcrl tlr
"lr.rrc no civil crpilcil\" \\'itll respc(t 1()

li'r(i$n tr.r,h \1,\r(1,\(.r. l,li( (1' tl'r.r i({
('iln ()Perrlc ()nlv $i(hi11 ll)eir rcgist(rc(l
scopc of lrrrsiness lnd lr( (lecnrc(l l()
''huve linritccl cuP:lcil) in th.ll rcgxrd.
'llrcrcfirlc, ltaving no ciril c:rpucity or u

lirr,itcrl t:r1r.r.i'y rrrrr lrr'titul ils rix'l,:r:'i\
lin rcnclcring irrl)itfiti()n alg[ecnlents v()id.

In :r hyyrtheticrl sccrlllri(), :r Chincsc tlrcl-
in! a(rDprll!'uncl e lireign hnencill ser-

viccs firnt cor.rlcl li)rnl r j()inl vcnlurc k)

trade in derivatives. with an arbitration
lgreement includcd in their ioint-venlure
c,rn{rr('1. ln lh(r c\cnl tlul x disprrtc rri{cs
bctween thc joint-venture partners and the
foreign panner atternpts to xrbitrate the
dispute, the Chinese panncr can avoi(l itr
l)itration by claiming lhat it lacks civil ca-

pacity, since it wrs not authorizecl to per-

llaipJle in lltr'intlrn.rtrr,n.rl (l( riv:rti! cs

market. To avoid this polentirl prr)lcm,
furrign r',rnrp.rnrt' l,r'[ing 1q, lirnr joinl
ventures in China shoultl vtrily the legal

capacit! of lhcir Chinese counterpans.
I n(lcr llr(, Arl)itrJIi,,n L:r\r. (,1\j(.(rt'n:

tr) the vxltliry ()f 1ln xrbitiltion rgrecrncnt
rrr:ty I'e 6krl urth ( ilh(r tll( .rllrrtr.rliorr tfi
hunll ol the Peoplc s (i)un of thc rcle-
v!nl iLrris(lidion. lloq,cvcr, if onc prrty
fli.r,r :r ,,1)i(11i,,n lrtli'r,. tlr rrrlritrutii)rt
trihunul anrl thc ()tllcr pxrly lrrings tlrc oh

icction heli)rc thr rclc\,irnl l)cr)plc s (i)rr11,

thc c()Lrn is rruth()rizcd lo,nxks tlte ruling.
'lllc Arl)ilrr(ion [.aw xls() spccifics tllc

cr:r'tditior'ts trnclcr rvhirlt thc pxlli(.s c(rl-
(emcrl havc thc right k) rrqllrst tlrc \\ ith-
tlrarvrrl of :rn erbitnrtrx lrorl rrnclcl rvhicit
rnlndxl()ry \\'itll(lrx\\rl ()l rn lrl)ilrill()r
(xn lakc plllce. An lrrl)i(r'xkI r]lx_y l)c rc
nrovecl ll-onr x tril)unll il tltc lrdritrlttor
Itxs r nr.ltrrial inlcrcst in tltc (ilscs ()Ul-

('()rlrci is,l rclllir,<.kr or hlrs;r rclirti{rrship
$,itlr:r lr:rrtl,thut n).ty llllct rhr llir nrling
ol lhe clrsr,: or hes orct pli;atcl1' uith lr

I):t ! , ,r it: .rtt,,fl](y. r,f J(1'L.l)l(,(l il lrn'i-
txli(u ()r gil't fiorn lr Plrny () its xtt()rnr\j.
Tlt( l)r()\'isi()ns xttcnll)t I() I)a(xn()tt llrr
iorpxnixl iral)itrirli(nl trl- r'eses rtncl arlclrcss

, ritr, i\Ir. l,) Ir.rrtrt. t,r Irrtr i,,u. .rrlritr.r
ti()11 c.rscs lltoul tltosr, \h() r(,1)()l1c(llv

Itavc rrsrcl tllcir .q?/rlr.1r. or'1>ersonlrl trxr-
nc(1i(nrs. k) ill'[((1 tl]c crrscs,)trt((nrlc.

Locol vs. foreign-relohd coses

\\ IriI s|,1, il\ i111 , nr( .(1 . ,l ,r,n,lrtr, 'ns
tirr the \\ithclu$1l ()l xrl)itrlll()rs. thc Arl)i
IIilti( D Ll\\' stil)ulutcs dilli,tult uclntinistl1r

ti\'(, I)r,x((l r(\ l,,r I,rrrr.rrtitl)l p.rrticr
li(nrt dcslr'()ving cvi(lcn(s k) be rrsctl in
Lxul lrnrl li rr cign-r clirtc(l x )itllrti(rr crscs.
'lhc Arbitrltion h$' p()vi(lcs tlut tllc fix'
tign rc'l.rtrrl .trlrrtr.rti,,n tril,un.rl sullnrir
;rppli(lrti()ns t() prrsunc cvitlcnce io tlrc
intclnrcrli:Ltc l)c()plcs C()ulI rvhrrc Ihe
cvi(lence is l<tatecl (rrncl rvhcrc thc jurlgc

is nrore likclY to hlrvc ltcn cx1-rosed t<r

inl(rnxli()nxl ilrhilrxli()n crses ancl l,)e f_:L

nlilirrr wilh inlern:lri()nill arlritr:rti()n law
tlran l lrr:rl iu(lgc). ln x k).ll rrl)itrrlti()n
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casc. tllc irrbitratioo rribunal would sr.rl>

rnit rpplications l() a lo*er-lcvcl Pe()plc's
(i)un $'ith iurisdiction over thc arca.

Similarly, pr(xedures firr recorcling rrbi-
trrl hcarings clillcr in lrrel and fi)reign re-

Irrtccl r'.rrcs. In :r firr(.ign-rclrtterl ltrhitr.rli,rn

cdsc, thc Arbittution Llw pnrvicles tlut rn
ilrbitr:lti()n tril)unal r?al' n1lkc tmnscripts
()t x su rDllry ol the hearings. $hi(1l rrzll'

hc signcd or sr:ulcd hl the' pxnics. I'ur-
lll(r. thc (:llifA(: Rul(s r't.tt( llrJt llr(' \\ril
l(n r(\or(l rs intcrtlc onll lirr the .rrlritr.r-
ti()n trihun.rl .i refrrenr'e. In dr)rrc\lr(
.lrl)rtrxuon ..r*r'.. though. Ih( l.r$ \lil)u.
lirtes lhit thc rrbitral lrihunrl nlusr mikc
trJns('ripts of thc hearings lnd llrirt tl)c

tmnscripts rnlrst lr signed by all thc put-

tics. 'lhir' (liscrep:lncy over thc rc('inlling
of tnnscripts o[ kral lncl tilrcign-rclltccl
xrhitnlli()n cise\ nuy bc prcsent lx'cxusc

Olll'lA(. ()llicials. ovenvhelmccl h1' tltcir
gnr*ing sorklrcl. mx) hrvc \\'ished to
r)rininrize the n'rluirccl p;tpcnrrrrk lml Lrl>

bicrl firr such proviskrns during the Arbi-
trirli()n l,il$ (lrlllinB pft)(ess.

t lnlikc tlrc nllcs of s(xnr' intern:rtionrrl
xrl)ilr:rti()n insliluli()ns, the Clu'l'A(l Itulcs
('()nlinuc l() rc(luire pilnics in lirreign-rc-
lltccl cescs to select an arbitrll()r l[()nr
;lrn()ng th()sc listed in CIE I-AC s l'ilncl ()l'

Ari)itr.rl(nri. In thl] past. tirilure lo r'onrph'
wirh tlrii\ (:ll'fA(l pr()\'ision, in pxni(1rlxr.

c()ul(l pr()\'c x c()sth ntislakc. ln ()nc

cirsr. the c()nlrircl brt\\'een J (;crnlxn

<ornpunl- :rnrl l Chincsc firnt pnrvirlcrl
that (lisputcs lt submittccl I() (lll':'l'A(. li)r
nrl)itr.lti()n in uccorclance with tlrc ()r8J-

nizilti()n s arl)itrxti()n nrles.'lhc (\)nllilct
rul*r stipuhtccl ll)irt. in this cise, llrc ilrl)i
trrti(nt pirncl N()Lrld consisl of tlrrcc lrrbi-
tr:ll()rs: r)rlc (lhincsc. one Gerntan. and a

th ircl-cou ntrl nirli()nal. 'fhc (lcftnin
corrrp:rnt' filccl x c()mphint rHrinst ils
(ihincsc c(\rnlcq)iln l)cli)rc (ilETA(1, l)ut

Clli'l'A(l relirscd to hcar tlrc casc. stalin8

lllxt tl)c pr()\'isi()n lirr the appointrnt'nl ol'

Jrl)itriltllr\ rn Ilt( l\rsincss (1)nlril(l vir)'
Llle(l thc (llU'lAC Rules rcquirerncnt thll
pirnics :lplx)int rd)iLrutors liou) (lllil A(]s
pancl.

(llli'lA(: rpp(xrcd lo l(x,sc'n lhis slrin-
gcnt rc(lrriacnrcnt in a rcccnl c.tsc.
thorrgh. rtrlrng.rs r':rlitl an rrrhitrltion
('lJ(r\c Ih:ll tlc:'rgnrtcd Jrl)itrJt(,rs [r(lrn
c()untric\ rcprcscnted on thc CIlilAC list.

ln thc dispule l)ct\\'een.r tlS (()rnpln)
rnd x Chinesc Rnr, lhe arl)iltlti()n piur..l

a1>pointccl hy tlrc panies inclutlccl onc

Judiciol review of o

foreign-reloted oword is

ltmited to procedurol-
not substontive-

ospects.

ccrnr:tl s itlr r. rrl'orr'rnrcn( of urbitrul
ls:rrrls in (.lrin:r

Building blocks

The ovcnrll cnvironnrent li)r arl)itnli()n
in (lhinl hxs ltcn strcngthenc'cl througlr
thc cnactrlcnr (,l ll)e Arl)itrxti()n l,aw.
Though thc (lhincsc (()uns luve nol en

torccd urbitrul lwurds consistentlf in the

past. eniirrccnrcnt has intproled s<lrnc-

\\'hrl sinc tlrc Arl)ilr:lti()n Lll\'s pnrmrrl-
gatk)n And \vhilc iI nrir) lx difhcult to
qnt'c irll rc:'til.lcs ,rl l,x.tl Protettionisnt.
Cllinrsc irl)ilnli(n pr:l(1i(c, \\hiclr inc()r

porrles utuclt of tltc slrnrc lrtnguagc thlt
is f.nrn,l in tlrU Ncu \,'rk (:r)n!(nti,)n. r\
n()w in linc with intcntxti(nul n()rn]s-lt
lcast on pir1tr.

Tllc (llll'A(l Rulcs coLrlcl bc rcvisecl

hrnlrcr to give thc plnics ro ln urhitcrl

tlisputc nrorc rLrt()n()tltv aud l)e rn()rr
closcll in s1'rrr s'ith intcrnattrnal pr:rc-

tice. lirr exanqrle. if disputxnts Ncre rl-
k)\\'e(l l{) scled lllcir ([\'n rlrbitmt()rs .rn(l

c()n(luct urhilrJti()rr in an,v PRC Irclle
(rncl not onl) in k)c:rtions \!-ith (llElA(l
brrnchcs). lhc .rpl)clll ()l lrl)ilralion ls :r

lneens by rvltich to tes()lve dispulcs
uoultl incrrasc. su(tl lil)erxlizxtk)n rrrxy

[t rlcsinrhlc in the luturc. l]Lrt f()r nl)$'.

fJfli(\ Lrn(l(n:rkirrF .rrl)ilr.rli()n in (:lrin.r

$ill lin(l th:ll Il)( Arhitrxti(n] Le\\' pr()-

r,ides thcnr s'ith :r somcu hll more dc-
triletl rolcl nr.rp Ii)r settling commcn'ill
di\l)ul(.\. ft,

ronment,

pro

nth

5644215
) 5*r87e
@aol.com

Street fA6
cA 94122

> chi
> loint

D Chinese Products & Belllng Chlna lfiXD4
Chongan Avenue
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(lhinese cilizen. ()n( [rs (itizcn, and 1l

Srvctlish n:rtionul. ln rclicNing thc panel.
(,lEl.A,C n(xed thal its cun( nl I'xncl of Ar-

l)itrxl()f:t inclLrdcs nltionals lixn these

threc tirr.rntrics rrncl. tltrt:'. tlre iottrp,r.i.
tirrn l tlris pllni('ulirr :lrl)ilrlrtr(n) (,)rrlrri5

siorr wes cleemctl to he corrsistent with
thc CIETAC RLrlcs.

Ihc dissimihr critcriu ust'tl in thr iudi-
cial revies' o[ arbitnl ls'lnls ulso rcl]cct
tlt< l,RC. lrilirrr:rtt,cl .r1)Pr .rrI to :trbitr.t-

ti()n. Ttlc Arbitnti()n Lr$ Prr)\-icles lor the

gnruncls on stich thc orttns rnat rcfise
to t,ntirt r thc :l\\'rrds. lr't thc ctsc rrf an

awlrrc! lirr donrc'stit xrl)itrilli()n cllscs. lllc
intcrorcclixte Peoplt s (loufl rtr.ry rclitsc lo
cntirr<e thc award if ln cror ol law lrls
txrurrccl. In c()ntrxst, iu(li(iill revieu of r
lirrcign-relatccl arvar<l is lirnitcrl to prrre-
clurrl-not substlntivc-:ts1rcttr. Clclrlt
!n lin( \\irh tlrt' \t'rr l'or[ (:(,nv(nli()n

:rntl thc PRC Cilil l'nxcdurs l:ts. this lp-
prr 

',rah 
( )tlers grcJlcr prote(lion ll, llt(' rn-

I crnxl i()nxl brrsiness contmunitt con-

tay Rothstein,
Prcsident



BOOKSHELF

l:t)r.'iRa ]'arlicil)(tlioi il (;lriuu's
lL4nhitU arul s!< urrrii .lr.r,'k,A consi(l-
crs (hc jiubst ntiill ()pp()nunilics ilvlil-
rulrlt, tt) lirrerln (1)rlxrr:lll(,n\ in (:llin.r s

glorving lxnking. securitirjs, infritstru(-
trrrr. Jnd invcstment scctors. lror elch
sc(or, lh( luth()rs inalyzc rclevxnt PR(:

rcgulir(i()ns, legll stnuturc. :utl nrarket
orgxnizrtk)n.

A handv reltrence li)r nr nirgers seck-

ing lrtler unclentanding ol rlre history',
(rrrTcnl ildnrinistRtion, and hnur< r.lircc-

Ii(tn ()f (ihinx s financial rctor. thc lxxrk
opcns rvith J Ih()r()ugh lristoriell
()\'cr!ir$ ()[ Chint s economi( envir()n-
nrent an(l rcfonn cffons- Othcr chitptcrs

tn

orrtlinc (:llin;ls l)xtrking 0l:rrkcls. li)rcign
t'xr'h:trrgt: s).tr'trt ltttrl r't1;ul:rtiorr. sct uri-

lics nrilrkcts, infirslnrctrrrt in!eslr)lent fi-
rtrrrtr'rr'rg. uorl lirrt'rgn.rnrr'.trrl r'rrtr:rprisc
rrlilnJgclli( nl rssuc. I.rrlt sc(li, rr) l{ivcs
rnrple, rletails ()l'lht: nrxrk(t subscck)r,
('uficnl JdrDinistrJtils pr:rdi(cs. li)(rJsts
li)r r,e(r()I:rl d(,\'cl()pnlcnt, iln(l (.xurp[s
{)l'(\i\linF rnd pl:rnncr.l li,rcign I)rni(ip.r-
tirnl. [()r ini,t.rn('(,. lhc.rrrtllor. (li\('uss pri-

tlrlc scct()r intolvcntcnl in P()n pr()iccls.

F)wcr plrntr, xnd (r):rl gxsifi(xti()n l)lants
in the chapter on financing inlmstructure
in\,cslfircnt. Laclr of thc:'(, clul)tcrs stands
()n its ()\\'n as a qtrkk rclcrencc grride rr
drc st'<tor.

Current r't!Iisti(r' irnd ()lhcr inli)rrna-
li()n ar(, prcs(.tltc(l in an easy.tr>rcad lirr-
nlirt. 'l_llc .lpPr'n(I\ .rl\() Ii\ls (1,nlr(l ,n-

lirnrr.rti,rn lirr lirrcign lrrrnk' (,p(nrlrnH in
Jit t l/utlrkr ir a ft\.tu.l, os.Nkutt trt tbt
0 utcil.

(lhtla. \Ullile lhc chaplcrs irrc $,ell ()rgil-

nize<|. in plates thc texl rcscntl)lcs l
sintplitlcd sumrnarv of rcgulrt()ns. 'li)
Ihc auth()rs crc<lil. though. thc lxxrk lus
((,ncrs( l)Jssll.l(.s rrn hrrnkrng. Iorcrgn
exchangc. xn(l inlhstnrcture invcstnrcnt.
Thc hrnking (lrJpr(.r. in p:lrli('ul.tr. r\
helptul in understanding (lhinese lrrnk
()P(.rxti()ns. rolc sr'grnentati.>n. and chlr-
tcr (()nstnrintt.

While li,rl' lxxrks could covcr all < thc
intricacies ()f OhiDa s cmclging hnan(ial
srctor. /.i)r",8, Putlicilxtlk,L i C:hiltt s
Ir)tlbing .ttd S/..:uritler rra,"f?A pr)\'ide:,
a s()un(l ()\cn'i$. of nunl of the rxrrr
c(nnPlcx iisucs.

-Jitt Ltzubrr

Foreign Porticipotion Chino's Bonking ond Securities Morkets

Doing Business

CHINA
as@,
@ets

.larrt' \\ ithel
6rM'i adr'rr
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54 The Chino Business Review September-Ocircber I 996

Doing Business

in Chino

ul i lad b.t' .kt t t.' Vil lt.'!, - O, t tu rio. (,it, t q.lo :

.llccra .llill R_te/so,, l-Id.. l<)95. )(h l,p.
!2<) ()q hunlcoter-

/irilg /rlr.rira,-\i i,l (,r.rirri ()l-lcrs :l ((nn-

prchcnsivr, oven'ieq o[ il nunll)cr (r' is-

srrcs ol relevance () Chinr vrnlrrr(s. With
run lrrly o[ articles by bLrsincsspcople,

lltu'vc rs, governntcnt officills, lrnd :rcrtlc'
nrics liorr botlr Asi:r:rncl thc Wcs1. thc
lrrxrk s lrallnced lnuly'sis sltoul<l prolc
rrselirl to thc novicc :rlrrl (lhinlr hln(l
rulike.

'Ilrt lxxrk <4x,ns $'illl xn (^cn'ic\\' ()f

tltc l)R(i cconorrt in nric!-l$)r. lirll;rvcrl
lr_v ir (()ncisc rnalvsis o[ (]hinesc btrsiness
pu('ti('crr. 'l'h()se fiuniliar uith (lhinr nl:ly
tin(l this (lcs(ription full o[ wcll-worn re-

lrxins. l)ut thcy provi(lc:r gtxrd back-
grounrl lirr lhe reo)xinder of tlrc lrxrk.
I-utrr chlplers xnxlyzc (lhinx's (on-
strnrcrs. s'ith rcconrnenchlions on hos'
to rrx. tlrr. nrt.tlir .rnd x(l\( nri,ing :lll(n(ici,

to rcach tlrc in( rc:rsingl) lrr.tnclcoltxious
I,R(l p()pulxti()n.'lhc rrxrtrilrurors spcll
rrrrl rcvr'r:tl nlirrk('lrnH .rnrl drrtrrlrtrti,,n
strategies. dcsrribing lllc tilri()us plxvers
in lh(,(ihin(,\' nurk(l .ln(l llrc lirril.rtions
of the c<ltrntn's in[nrstnrcttrrc.

Ihc core of lhc l)(x)k, thougb. is d+
voted Io thc estublishnrcnt ol x joinl ven-

lure in Chinx. Onc (llirptcr, lilr cxample.
pr(,vi(lcs tips ,rn rk:rlin11 nrtlt thc regirrn-

rlizecl n:rturr of (:llinll s nlirrkct xnd k)C.ilt-

ing a venturc l() I c()nlpJnt s l-rsl aclvan

tage. Other chlptcrs dctail lhe prxess ()f

selecting the right ioint-venturc panncr,
highliBhting critical negotiating points
and tltc prrre<lures for contract appnlvirl
ancl rcgistration. Also included are a sunl-

mary of lhc lcgal fr:rmework guiding for-
cilln invcstmenl in China, the nuts and
lxrlts of cntcrprisc nranagerlent, antl en

xn:rlysis ()l'the ft)lc thxl ()\,ersr'.s (lhinesc

hrrvc pl.rxrl in sPi.rrrh(lding lirrcrgn in
v(,\trD(,nt in (:hin.l. Chin(s(. ncg(,ttJttng
tllcti(ri iln(l tllx ntJttcrs rcceivc due trcat-
nlcni ils \\'ell.

llurLrgh \rVithcy oticrs e succinct sLrnt-

oury ol tlre lrr<xrcl issues rehting ro [r:r
rifn invcslnrcnt in (lhina. sontc ol tll'cs-
s:rt's tcnrl t() ()vcrlxp in (()ntcnt. Als(,,
:\(n)tc fuflh(r unrll'sis on the ilnpact ol
ti)rci8n in\cstnrcnl in Chinl in gcncrrl
rvorrIl lt:r\,t' r'(nr)l)l(r)]('nteJ th( \r!ti()n
()n ()\'ersc.rs (:llincsc investnrcnt x(1irit).
\oncthclt,ss. lbi l: lltsi ass il chi .t
tttrrrc tlt:rn lrrllills it: prtryrrs( in Ilcninll
rcltlcrs lo lhc inrp()mnt tirctors guirling
forcigD invcslnrcnl in ClrinN.

-Kinlxdy Silut'

llrrlr(,r/l J,,vr ir (rr,iirt1rfil dit\\tor (l htsi-
,.$ 4/t isrrn srrri.td .rl lbc Grlt cil.

b1, liuttcL\ A. l.ccs cuttl L.'lhonta\ Litt,.
lY(alptrl, (;l: Quoutn l/ook\. l9<X). )ou
pl. $ it).9i l.tdrdu )t\r.



Tbe Return
of the God.

of Weahh

a@tg

The Return of the
The Tronsition to
in Urbon Chino

God of Weolth:
o Morket Economv

h' alnrhfi( lkds..\ktuli)rd. CA: sktuli)rd
tr,/it'L'tsil.t' l'tcss, I996 .lII pp. $I6.()i

\Vitlr tllc rc(enl release rrf Ihc Reltnt
oI th? God tl'vt:celth. Chrrlotte Ikcls
pr(,\(. th.rt rlrc i:. u. l,.lept rt .rn:rlvzrng
('urr('nl \(x r:rl :ln(l c(r,nr)nli( lrcnd. in
(;uirn!l(l()ng es is hcr hustxncl. notc<l

China sclrohr llzru \'()gcl. ln her lxxrk.
lkcls cl:rlrorrtcs on \irgcl s 19tt9 $r)rk.
()lc'Sl(f Ahuul irt Cltiia: G .otg.hDtll
lltdct Rt'llnn, bv pr)viding in{cpth s<r

cirl anulvsis ulrcrc Vogel oflered l trlrcli-

tiooal historicrl lppnraclt
Ikcls.(ndu(tcd rcsearch frrr Tba Relunt

Il tlt' tiul ,'l lll dllh shile livrng in
Cuang<kxrg prrkxlicxlh during 19f9-9.r.

ller rcp()rl on rcfornts in Gultngdong
I'rr'\in(( i\ l)llx(l ,n) (xl(n:'r\'( lnl(n'r('\\'\
uirh nrcnlx.rs o[:(x) krrrl l nilics. lkels

llso intrrryromtcs llcr (1)nversrti()ni' \\'ith

rrcrrtlxrs,rl'lll( n(iSllln 
'rhr 

x '(l (r)|l)lrit
l(.(,s. Ir lr(r lR:llrrt(nt {!i rr.ttt's lrkc Pr,r*tr-
tuti()n. Stxte vcrsus krel interests, liccd(nn
ol spcert. rnd tvpicll tc'let'ision progntm-

nring, lkels clres nrorc thln find Culng-
rkrngs liLsl-rnoling pulsc; she provirlcs an

on-lhc gnrtrncl lsscssrlcrlt of trencls thlrt

lrc cnrcrging througluxrt thc country.
'Ilrc lr,rrk i:' ([vr(lc(l rnlr) j'ix \c('li(,ni.

thc cirv of (;urnlqzh()Ll. liring stln<hrtls.
fanrilics antl houscholds. educalion, t:nr-

pkryrnent. :tnd lcirtrrc irdilities. Ex(h sc('

ti()n is \\'cll-\\fllrcn encl replete rvith rcrl
lrli. sn:rPslr,'ts In llrc \(,Ltr(,n on lrtrnA
strn(liftl'. li)r cxrnrPlc. slre lists the .r2 st'
qucntirl lclclisi()n x(lvcniscntcnls shc sirN

in lllr (r)lrrs(,(r'xn cvcning s T\: $xl(11-

ing Slre also provicles anr:cclotal ili.rstr:r

tiun:.,'ihrtlr -g,r,tl .rnLi Jr.tti u.rk rrnit.

Itktlu'a'il in u chlptcr on crnplrvnrcnt.
Whik' ortr' \\!nnilo s artr?rt'i lllo*'cd her

t() (.rrs lin ltcr sir'k husluncl Iirr scvcrtl
nx)ntl)s \\'itl1()ul u rcrlur'tiort in l)ir\'. xn'
othtr rclirsul t(, l(1 :l -6-\exr{)l(l \\()rker
rt]lire l)rcrusc illtrJating J nc\1 pcrsl)n l()

thc iob likclr soukl h:rlc prott-rr difficult
'l1rc srri.rl :rnalrsis i[t lh'Rttunt ol lhc

(id t'l llitltl,. thotrgh tltrrror.rghlv rntr.r-
laining. filll\ lr'()l linritctl rrsc to tlr(j ultr-
rugr lrusincssl'x rsorr. lhe lxx:k ollrrs littlc

<lis<rrssion of thc impir(t ol lrrreign clirect

invcstfl)(nl in (;uxngdong, thouglt thcsc

inll()\\'s llilvrj l)ccn the (hicl cnginc r)l'

crrrnornit'grr\1h in the rcgkrn. Siruihrlr',
the lnxrk stccrs clor of un1' en:rlysis ol tltc
inncr srrrkings of the poserful (iu:rng-

rkrng govcmrucnl :rg(ncics shrping lhc rc-

lirrrr pr<r'rss. lnsteld of cxJntining lco-
si()ns l^-t\\'ecn !a( )\'ernmcnl :rnd lrrrsincsr.

lkcls Iircrrscs ()n tcnsi()ns l)cl$(:cn (:lli-

nesc inclivirluels. 'l'hough u'elk on con-
r'rcte lrrrsiness :lnxlysis, fia,rrlrr? of lllr G)d

4 Vtqth is u grx;d introch.rction lirr thrrc
in nrxrkcting ()r rdvertising-()r xny()nc
kx)kinB t() (lcl\'(,into tlte (,hincsc nrintlsct.

-l)4rt 'l'lrttlitt

Seiiing DevelopmentAreo

(hino Buriness Resourtes

(hino Business Updote (onferenre 
I

(hino Iurope lntenotionrl
Susinors Sthool

Gino trport Produds on (D-R0fl1

(hino ilotel

Gino Wodd ]lotel

(hino low & Procti<e

(hino Venture Advisor:

HongkongBonk

lnternotionol Strotegit Allion<es

lrternoliorollrode
trporilion 1996

Jeb:en (onsult

Jingguong l{ew World Hotel

J{orthwert Airliner

0pinion Rereorth (orporotion

Polore Hotel

Prolerrioml lnterodiYe
(hinere for Windowr

Rornods Hotel

IIDA Ame ro i

A1

p/

)/
p 35

o.39

P64

p.47

)t

p25

p46

L

PC's]TIONs WANTED

US PhD in Econ/Fin w/ b y

Chinese govl ofl ciol w,/ exp n

lems of rues reos obruol chonr

CI.ASSIFIED AD RAIES
$ I 0,/line, fourline minimum ($zt0).

36 chorocters per line, including oll
spoces & punctuofion. Submit only type'
writien ods ond send with poyment 6
weeks belore issue ic l/re CBi.

ctAsS!FtED5
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I )dtt -lh|lt,t Lr 4 Nihl dl.' rltulott ttl lh(
tititYrsilt ()J l iryitid s Dd\l.\t )(-h I I)l

BusiuL':i\ d d li)mkr t uttdllar ()l'th?

(.i ttt(il's iDtt\lne l pftEra,tl

Exp in intnl mrktng & soles Slrong inter-

personol skills. BS in Chino, MA in US.
Seeks posn w/ corpo'otiors w/ 6us in
Chino. Contoct: Diono Moo. Tel:
804/353-2C03

5

4

US educ MBA, Conodion residenl w,/
exo in US & PRC seels Iln/ mkt / r-,arr'nt

posn rn Lhrno or ror tosl
416/(bl-7865.

ADVERTISERS
tN rHts lssuE

I

-rt

J



CHINA BUSINESS

Olivio H. Zhoo

Tlrc (.BR l)y scnding lhe infonna(i()o t(, thc xrcnti( )n ol thc t<litor.

SAIIS AND INVESTMEM April l5 June 30, 1996
foeign porly/Chin s. porr, Anongenrnl, voloG, od &tr rcportrd

Accounting ond lnsuronce

INVESTMENTS IN CHINA
Monulih Finonciol lConodql/SINOCHEM

\\ rll l(rllr in\uriln((] j()inl \colur( rn Slr.rngh:rr i (.X,

OTHER

Rodl Portner (Germonyl
( )pcn(rl repftscntrti\c offiee iD Slliln,.il)rr 6 1)()

Commerciol Union Pl,C {UK)
\\'rll olx'r) r(ln(srotrtire ()i[(c in slrirnglui i 1)()

Agriculturol Commodities

ond Technology

INVESTMENTS IN CHINA
Alberto Drogon Co. {Conodo)/lnner Mongolio Chuonye Group
(lnner l,tongoliol

l:.t.rlrlr.lrL,tt Il.li)k( li!((,(ling l.rrr,.t,rtk t.,, t,)1rrl \(.nturt rn llrc
Lrrrt'r \l,,rrqoll.r.\tltr)nrinr()u\ R(,gx)rr t,,.t({ k.rrr(l lrr((11 (.rttl(
) I (l n lh(nt ; {)()

OTHER

Algemene Bonk Nederlond N.V. (Nelherlonds)
V/ill pr()vi(lc r kxrn () tl)c A8riculturrl Llxnk ()f (ll)inx t() finirn.!
irgric.trhurirl inrpons lio r rlrc Netherlinds. $60,)rilln]n 6/%

World Bonk
Vlll p(^1rl( Sti0 nrl[()n lr:an ancl e S20 millron crrrlrt lirr r
scc(l \r(l()r ((nr)nrrrri:lliTilti()o pr()ircl. Sltl(r nrillxrrr 6 9(r.

Unitd Notions Wodd Food Progrom
Vlll ckrrrett lirnrls to esurblish lrn lgri(ulrurrl p()ic(t in 5i(hu:rn
I'nrrrort Sl() rnillxn i 9(r

Bonking ond Finonce

CHINA'S IMPORTS

FBS Softwore, o subsidiory ol Equifox lnc. {U5)
\\ill Pr0rrrk ((,r)rlnrl(r \()lt\\.u( l() I(ill(. tr, |]l1xr'.. ir(rlrt

CHINA'S INVESTMEMS ABROAD

Ihe Expo+lmport Bonk ol Chino
(\)cn(!l r(In(s(nt.rti\c ollire in Ahiclpn. (illc (ll\(,irc i {)()

OTHER

Algemene Bonk Nederlond N.V. (Naherlonds)
()lxn((l r(ln(s(rt.rti\( (,lijr( in Iirniin. 5 ()()

Conrcrtium of Swiss ond South Koreon bonks led by Union
Bonk of SwiEerlond's Hong Kong Bronch/Chino Everbright
lnlemqtionql Trust ond lnvestment Corp.

SilrrL'(l .r!l(1'r)lLrll t() r\\rrL .r (rrL \(ur. Il()rlnr! rirl( n('!(nlirl)l(
((r1rll(.rr( ,), (l(P(^11 \(ri rlrilli()n. i ()r)

Do\r Jo{res & Co. (US)

Estahlishccl l)()\\ ,()o(s (ihani tts lndex. D{)\\ _knrcs shlrnghili
ln(lcx. rnd l)()N.lr)ors Shcnzhcn lndcx l() IIil(k (llli|r's st(x'k
nr:rrkcts ; ()6.

Union Bonk [td. (Hong Kongl
()l)(nr(l rLlr11\rnl.rl1\( ()tl](( in 5h(nrh(Ir iLnr

Zeneco Agrichemicols qnd Seedr, q subsidiory of Zeneco
Group PLC (UK)/NA

|st,rlrlrslrrri l()irrl !(,rl(lrr( l() lrrrilLl .ut lrtrlrrrrrk. lrl.rrrt in
N.rrrlr)r\lt..lirlrr!sU 1ir(\'ina(' $S0 rrilliort 5 ()().

rbbo,otior uoJ ttro4har iui. BOC. SonI ol Chirc, CAAC Ctil Ay'oiid A/hinilllo|ioa ol
Chm, CNAIEC Chrrc NotidEl Aubmt€ ImF., Erpo.l Cdp, CATrc: Cfiim NolidEI A.re
rxh@lo{, lnFod t.pd (dp j CITC' Chim rnbrmdo@l Trun dd l@lhar Cdp. CITS
Ch'io ln!.,^or'onol Lo".l 56ry(., CNOOC Ch,no Notdol Oll'ho,. O'l Co,p. EIDZ.
E.M( o.d rxirche(d Dslophar z4 l(gc hdu iol o.d c@<,ol SonL ol ch,m;
MFI M'n6lYy of Po!$ ond l.L<mnri(olior, NA |5| Ar'h51., r{ORh{CO Ch'd l',ldth
hdu'n4 Cdp P&I Po{ ond LL<mmuneitr! PSOC P*plar Bont olCh,rc. SEZ 5p*rc1
fc@i( Zon., Slr.lOCHt \A Chino Noi@l Ch.m(oL lmpo+&pod Cdp $NO?tC Ch'm
Norionol P6hdhFi.ol Corp . SIFIOTIANS: Ch,no Nohqol to,.,s. Lod. Tron+ortohs Cdp.j
Src Sbh Plon.rg Cormknd. UNDP. U^ i.d Nofionr D.6lopn.nr Prog'o6
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Chemicols, Pehochemicols, ond Relohd

Equipment

CHINA'S IMPORTS

Ube lnduskies [td. (Jopon), Morubeni Corp. Uqpon)
\\inr (.lrn(:( 1.1()\rr1rr(nt (,)rrlr.r(l l,r \ul,l)l\ (lltrilrrtrnl 1,,

trtr.ttt INdrrg,.'tr g.rs lrrrrtr i,,:rl lirr lLrrrliztr Inl)([rrli(nr \](r
I lr illi( ,lr i (x,

INVESTMENTS IN CHINA
Amoco Corp. {US)/Zhuhoi Fuhuo Group (Guongdong), Chino
Chemicol Fiber Corp.

Ijsl.rlrr\lr(11 joint rtrtrrrL PrriliL'tl ttrrPtlr.rlrt .rLrLl Pl.rrt rIl

llrulr.ll ( ir l,llr1l(l{ ,rrq l'r()\Ir(r rl\so l)R( lrr ) i ()l)

E.l. du Pont de Nemourr & Co. (US), Rhdne Poulenc SA
(Fronce)/Liooyong Petrochemicol Fiber Co., o unit of SINOPEC

l\r.rl,li.lr((l 5.rrrl,n)q \\l,,rr (.,, t,,Irl\(rrtrrr( rrl lr.!,\.rrt.,.1.

l-i.r,,rrrng I'r,^rnr,'. L, l)r,rIrr( rtrl,rrt |olrrtrr'r l,n lln ( lrrrx.(
,) r.rr k(l \lllrrrrrllr)rr i 'x,

ITOCHU Corp. Uoponl/Shqnghoi Chemicol Plont
I'.trrlrislxrl y,rnt r rntrrrt t,, lrLr .r p,,lr r rrrr I r lrl,,nrlr
t \h. t!lt.tr \lrx, ntilli{rr i ()('

Mitsui & Co., trd. (Jopon), NA {Jopon)
\\rll lrLrrlcl .r r.s.t. tlincn 1n \\rlr.rn llulr-r l'r^rx(
\ll rlllll,)n ; 'n,

.r,rrlrk r

Union Corbide Corp. (US)/Shonghoi Petrcchemicol Co., Ltd.
I:\tirl)li\lr(11 \lr.rntlr.ll I'(tnrlr(rlrr(,rl I rrr,,n (..rrlr(h lintrl.r,,rt
s\\l(rrr' ir)rnt \(nrur( in \lrirnqlr,lr t,, Pr,xIrtr'p,rlrrrrt'r
trrrrrl.rr,n' rtr rrill1l)rr i 9(,

Wm Conning (UK), NA {Hong Koosl/Shonghoi Songiiqng
lndu:triol Zone Storogc ond Tronsportotion Co. (Shonghoil

L'rrlri\ll('(1 (..rrrrrin{ \l(1lirr :lr.rnthu ( 1r( rrrl..ll\ i( )rnl \ (rrltr,( rrl

\lrxllirlr.I I,, nr.rnulx(lrrrL'rlrtrrrrL.rlr l,rr tlrr (.lrrr](\( rrr.rrL(l
\l"i{rO.1r)ir rl K r- i" II(ntq K(,n!: r_; ,-|lt( 5 ) i 'XJ

AlliedSignol Lominote Systems, o un of AlliedSignol lnc. (US)

\\ill lrLrrlLl rrh,rl[ ,*rnr'il pl.rnt to prrxlLrLr'l.urin.r('rrl.rt(n.rl'
l()r Print((l rir(uil lrr.rrrl. irr srrzlroLr li.rnt.rr l'r,rrrrtir'
\ ilr rrrllr()n l ')( )

OTHER

Glynwed Plostics lnl,emotionol, o unit of Glynwed lncmotionol
Pr.c (uK)

i)1tn|il .r h.rivrrr ollirt' rn \lr.rn!lr.r 5 ()r)

Consumer Goods

INVESTMENTS IN CHINA
Joh. A. Benckiser GmbH {C,ermonyl/Power 28 Group Co.
(Hubei)

I'stublislrt,rl llLrlrt'i l',,\tr ll(rl(kr\rr l)('l('r'q( nl li (llc.rrrrrj.l

l'rr)([r(t. (i,.. l.t(l ioinl\(rnuI1 irr 5lr.r'lri. lltIl)('r l',(,\irx(.1
l)r( )rhr( ( l', ,\\ ( r ls l)r:rrrtl rI tr'r'gr'rrt .rnLl otlr, r r. k'.rnrng

Drrrlrrcts 5lt'] S rrrillrorr ((;( fl rriln! l)i1","Il{(l ll)',) () ()().

Ito-Yokodo Co. (Joponl, ITOCHU Corp. Uopon)/NA
\\ill li)rn t()inr rcnturC t0 rltrt'lr,lr rrnLl r4rr'r,rtt lurgr.r.rlr
slrr)IlPrng t'tntt|s irr I\'i]in! i ()()

5omsonile Corp., o rubsidiory of Ashum lnlemotionol Corp.
(US), CG Perrochemicol, o unit of rhe CP Group fihoilond)

lst.Ll)lrslx\l ( lI,r l.r \.Ir\,,llrl( i'rirt t|rrtrrrI irr \rrr.tlr,.
/lrttr,rrrr l'rrrrrrrL lr) rrrirrrLrl,r( lrrr(' ,rrrrl s.ll lrrtq:rtt rrrl lrrrr.r

slo,rrillr()rr i ()('

Sumitomo [ight Metol lndustries [ld. lJopon)/NA {Guongdong}
\\ ill tsr.rl,lr.lr \(lrrrl.L'r r (;u,Uu.,lr()u ) \l(1irl l'r (hr( l\ i, ) l.l!i

t,nrrl \(lrlur( l() ,rr,rlrr,L .r1rlxr l)rlx\ l(n .rrr(,,|r(lilrr)rr('l\ l()r

tlrt (llrrrl(st nrirkul :lI Iirillr(,rr Il.rl).rn-() -l'll(.II ) ;()()

Shorp €orp. Uoponl/ilA
list:rlrli:lrctl i(nnt \(rrttrrr'lr) lr'(xlt(( r!log(rirlrn\.ro(l r,,.t'ltrrtg
rr.ri lrirrr-' rn slrilrltlrill xrxl rrLrrI, "r rsrrrl ((lLrilnrr(rrl rn \rrrriin.q.

.lr.rrr11\u |,1)\rrx( \loi rrlrllr(,r1. I ()l)

Electronics ond Compuler Softr,vore

CHINA'5 IMPORTS

Asiolnfro Services lnc. (USl

\\(nr 5lr.rrr.tlr.ll l'lll \(llrlrru\lr.rliorr(,)rltr,(ll,i1rr\l.rll .rrt(l
r1r-r,rtt ,rrr orrlrrt rrrl(nrrl.llr,n1 \111i((' \llrrllrllr('rr ; ()()

INVESTMENTS IN CHINA
filotorolo ln<. (US)/legend Group Co. (8eiiing)

l.r.rl,lr'lk1l n,lr\.r( rl(\ ( 1, )lnrl( nl t( )inl \t rnrrrr \l flrllx,rl

l,torubeni Hytech Corp., o rubridiory of I'torubeni Corp.
(Jopon)/Shenzhen founder Microelectronic Co., Ltd.
(Guongzhou)

Iit.rlr|.lrr(l I(rulxrr! \li!nx'l('(lllnli(s \lru)/lr(rr ( (, LI(l tr)rnl
rr'ntrrrr' t,, pr,,r rtl, rtt.rntt rt,rrt< t- .tntl rf l).rrr \( n r(( \ 11,I

.rrrtrL olrLlrr, t,,r Lr( l, n it'' rn ( llrrr.l \l(r r.rlrr I r.l.rl).rn l(/
l'li(. : I .,) i ')(,

OTHER

Hqyer MicrocomFrt€r Products, |rc. (US)
( )l](rr(11 rrpr('\(rrtirlr( ,,lll(('rn lkilrn{ (")l)

Notionol Semiconductor Corp. (USl

\\ ill (.r.rlrr'lr .r (-lrirlr (L\ r.i(nl \ itlr Ix rr(l(lu.rdrr rn Il()i1n,.r

Poromelric Technology Corp. lUSl
l),,1.r1.(l rl\ ll( , Irrrlllk ( r \r,tl\\,r(' li, (.lrin.r \ l,,l) \( R'nlili(
k.r'.rrrh rn.titrrtrr.rrtrl ((,ll('rrs \lr) rttillxnr (r (l()

Digitol Equipment Corp. (US), Microsolt Corp. (US), Orocle Corp.
(usl

:\nnorrntr'rl pl.rnr trr Irrrrr.r rrr.rrkrtrng rrlli:rnLr irr (llrirr.r t,,
ulltr \llr( ( rr( \\ ( ( )I|rlnrl(r \\ \lull\ 5 ()l)

IBM Corp. (USl/Zhongshon University (Guongdong)
()lxrr(rl .r (,)rrl)lllcrlliurlir]g((nl(', Ir (;u.rrrr/lrou. (iuirrr!t(inr].1

l)t.0\ It( (, S r)()

Kinston Technology (US)/Legend Holdings (HK) Ltd., o
subsidiory of Be;iing Legend Group

lirrrrl(tl .rllr.rnLt l() f)ill]{1 lxr\(,n.rl {rrrl)lllrr\ rr (:lrr),r 5()(r

XYlon (USl
( )l\'n(.(l ()llr( ( rrr ( lrrl.r l,, l)r,)\ i(l( lrrl( rrr(i,r( ( ('\s \( r\ r( rs
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Zehnder HoUing AG (Switrerlondl/Beiiing C'enerol BuiHing
Moteriols Group Corp., Chino Conslruclion Mochinery Corp.

Iltrh|\lr('rl i(nnt \rntrrr( rn li(rti,rr lr, lrrrxlLl(t, rnthrstrr.rl
r.r(L.rt()rs \lt) i'l rDillxrn () (I)

The Chino Woter Co., bd., o ioint venture omoog Hongkong
Lond HoHings [td. lH,ong Kong), AIDC Lrd. {Austrolio}, Temqsek
tloldings (Privote) ttd. (5ingoporc)/t{A (Uooning}

[.tulrlislrrd ir)in( vrorL[r in \lr(n\]nj,t. l-ir(rlrng l](^in.c. t()

Irrncl .rnrl rltr(1,,1r r,,.rt(r \up|h lrrrIlits i.l; rrillxn 5 ()(l

Engineering ond Conshuction

CHINA'S IMPORTS

Bovis Conskuction Group, o subsidiory of The Peninsulor &
Orientol Steom Noyigotion Co. (UK)

\\(nt (r)nstru((l(rr n]lrnirg(1lltnl c()ntrx(t li)r slrilllgl[rr'\ I]un(l
(li\tr(1. 5lS0 nrillron i 9()

CHINA'S INVESTMENTS ABROAD
lndushiol Development Corp. {Zimbobwel/Chino Building
Moteriolr lndushiol Corp.

Il5lrl)li:lr(11 t()rnr \(nlur( (( (.nl l.rlorr rn Irrrlrr.r. lrrrrlr:rl,rrr
\ tH || ll,,, ,/ l,.,l \\, {i l'l(r ,i. ' 

: ,x,

l'loechrt AG (Crermony)/Kunming PloE Gloss Plont fYunnon)
I-rtrlrlishcd t()int \'(ntuft l() pft,(lu(r'irrc[r.trul ]:u.r'* lirr llort
rl.r\s nlrnulJL(udng \l{r nrilli()n t(;(rrnirn\'-- '-l'R(: lJ', )

Thyrsen Aufzuge GmbH, o unit of Thyssen AG
lC,ermony)/Shondong Qinghe Groop (Shondong)

\\rll est.rlrL.lr \lr:rn(long Ih\s\('n Il(\irt()r(l(). l.t(i t()
ruluntlllLlr.rr(' lrrglr 1xr'Ll cltvrrt,rrr rrnrl t'strrl.rtors lirr tlrc
(ll)in(\e flr.rrl(l S.li nrill(ri r(;(flD;rn\:il 'l'li(l:r(,r,,) ; (x,

Guordiqn lnduskies Corp. (US)AVuxi Xizhou Coolition
Development Corp. fliongsu)

Istlllrli.lrtcl ioiot-rrrtLrrr ll()irl glir\\ l)lirnr in \i.lrun..li.rng*Lr
I)r n in( e SIllr nrillx)n r()()

IMR (ltotyl/Jingdezhen Huoli Eleckic Porceloins Plont (Jiongxi)
Iistrrlrlrslrrrll()rnt \(rrtur( to rn.rrrrrI:rrtLrrr'lr.rtlrrrrrrr lrr.trrrc. rrr

limltlr,/ lrt n .li.rngri l'roriIrtC Slo Irillr(rr (lt,rl\ ('s I'lt( 1l )

OTHER

Jordine Pocific Ltd. (Hong Kong)
\\'(n irpp()inl,rrcrll rts crtlLrsirc dculcr ti,r (irtcrpill:rr Inr

Prrrlucts rn !Lr)iirn-_liunSxi, uncl llLrnurr prl^rrr.r'\ l) ()().

Otis Elwotor Co., o subsidiory of Unicd Technologies Corp.
(usl

Opcn((l lllininlq r(nt( r Il 'lilniin I'J nrllx)n 5.,)6.

Coterpillor lnc. (US)

trslxl)lish(l (l:rlc, pilhr (llrtlr In\r'sln)cnt (ir lrolclinr rorr|:rnv
in llriiing k) (tnr:'()li(Lx( its (;lliox irrrcslr)lurls. r''9(,.

Environmenbl Technology

ond Equipment

OTHER

World Bonk
\{'ill fftxi(lc knn ro figlrt J)l )llurion io Yunnln l,r1^ jn((. $li(l
nrillurn. (r (){r

World Sonk
\\"ill PnrrLlt l(,:rrr lilr (llx)ng(lflrg lnrlLrstnul I'olltrtir,n (irntrol
.rntl Ilttirrrrr l'r()r(t ir Si(lru.rn lt(^rnr( Sl-(l nrillrrxr. (r(r.

Overseos Development Administrotion (UK)

\\ rll 1:r^ rrlc, grent lr 
' 
\lrjrn\i l)r( )\'rn(( li )r uo r. ne.rgr t l'lit ierr'\

.rn(l (n\rr()nrn(nl:ll lm,r((1rrnr l)r()j('(1 Sl i rnill(,o .l 9().

INVESTMEMS IN CHINA
Anheuser-Busch Co., lnc. (US)/l.lA

Iist.rbli.lrr. cl l}(rtl\tis|r \\'trh:rn Lrl(rnr(i() ]l llr(\\inI (i). i)inr
\(nlrrrc rn Il(rl)cr lt()!'in(c (,l)r(\'l^-rr trr tlrt (lhirrc:r
,r):rrkcr i6_ ,nillx)n () tX)

Dunkin' Donuts lnc. (USl, o subridiory of Allied Domecq
lUKl/Eeiiing C'enerol Corp. of Agricuhure. lndustry, ond
Commerce

Ii)rrrr(11 t()rrrl \crrlLrtu' t(),)lxrl I)ur\krrr l)()rlLrl\ \ll())\
Il)n)rrglx)(rl (.1lln.r () ()l)

Khong Guon Co. {Singopore), NA (Hong Kong)/l.lA fl-oniin),
NA (Shonghoi)

Ii't.rlrlirlrul l()inl \(rrlur(' rn 
-lr.rnlrn t,, nrrlLrtt Prr.trr<. unrl

rnst:rrrt ixxls slrl n)rllr h tX)

Sqn Miguel (Ptrilippin€:)
Ijstrblrslrrd siro iUiBU(l ((llrnr) ln\(slD)(,nr (,r,. l-r(1. in l](ijing
t) suppl,n:ln(l (rr)r(linirt( \:ln \li8u(ls in\(strrlcol\ in Cl)inir.
SIi)() nrillxnr () (Xr

BIn PrC (UK)
A(llLrrr(cl Jo ild(liuinltl :0 lxr(cnl strks rr ll(rjnl8 (;rcxt \I,.rll
l'Lrstirs (]r., u r:rrnullr'turer ol plx:'ti( lixxl rrd (lrink c(nltltincrs
in (lhulr 59 n),ll(rn i 96.

Lioo Nqthon lrd. lNew Zeolond)
\\'ill llri \lxrllr orvnt'rl lrr(\r'n in Suzln)lr. _Ji:rnl}u l'rnincc
:ilJ: r)rillirn. i 9()

OTHER

Roosierr Corp. lUSl
()l)rn(d r K(nn! li()B(r\ ll()ust(rs rrstirLr(rnl in ttcitinS () (X)

Foreign fusislonce

OTHER

A,rion Development Bonk
\ ill pft,\ i(l(, I r;rn li rr t nt rgt ( ll]( i.,r( \' .rrr(l (nriri nrrr( nl:rl
irrl)r(,r(rD(nt l)11)i(\1s in l.iir(xring, llLrl)(i, xnd (;ulrlx)U

l)()vinct,s. irxl liilniin rnLrni(it).rlil\ i'lrti rtlilli(,r) i tX).

Wodd Bonk
V'ill finence (lunsu tl(xi (ind(k)r I'r()ic(l rD (;xnsu l'r)vinc!
$ 150 ntilli(n 5/'96.
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INVESTMENTS IN CHINA
V5C (US)/Shqndong Cement Plont (Shondong)

\\ill iirnn lrrnt \cntrrr( in Shirn(L) g I)r()!in.t l(r pr()(lo((
(tn)tnl 5l.l.l- n)illi()n (t::.11),"PR(:;1"1,) (r (Xl Food ond Food Processing



Mochinery ond Mochine Tools

CHINA'S IMPORTS

Coillord {Froncel, o subsidiory of Rolls-Royce PLC (UK)

\\'ill sLrPplr kruding,.'rIriI)nrcnt to \engzlrorr \,) ] I)()\\(f
slirlirxr ln.liirnq\u I)n^in(( iln(l l-Lr()llLrirrr! p(^\(r Il.rnl in
s(Jrrrn l'jr(^irxr' : lt - rDilli,nr i()(,

INVESTMENTS IN CHINA
Monnesmonn AG (C'ermony)/NA lHebei)

\\'ill rstirblislr jr)inl runlu11. in (Jirhurn!(l.r(). Il(l)(r l)r(\Ir(1.lr)
pr-rxlLtc clccrr( ptll['\\ s().i n)illr(nr ((;rrrr]irn\:ili
llR(l:ll',,) () ()h.

Siemens AG lGermony)/NORINCO
I:\lllri\hc(l Si(l]rtrn\ Nurn(ri(al (:(nnr jl l.l(l i,rint vcnlLtrr' tr,
prrxlLtcr ntlntrritll torrtnrl svsturrs irr' rrlr.hirrr l(x)l\ ilt.i
rnilL(nr. () ()()

Bottenhld Moxhinenfobriken GmbH {Germony), Chen Hsong
(Hong Kongl/Guongdong Sunny Group (Guongdong)

I-t:rltlisltrrl tr)int \(rrtIr'r't(,,rlirnul.r(tLr'r'ltl.rstrr rrtlrLtrort
rn,,lLlrng nr:rr llrne. rn SlrLrn(i(. ( ;tr.rrr!(1, )rrS I'r 

^ 
rrx r \i rrrlll nr

r(;rfirtir11\ 51 . ll,ng Kr,ttg:.tt"l'ltt.:l; ) l')()

Cooper lndustries, lnc. (US)/Qingdoo Universol Joint toctrory
(Shondongl

lisrrrltli.lrt.(l (.)ing(Lr(,1\((i.r(in I nr\rr\]l.lorIlt ( () tornt \(Ilor('
rn Qinqrl.ur \h.rn(L)nit l'r()\rn(( lr) l )([r(( Lrnr\cr\irl i(,rnl. ll,r
Ilr( (llrrr(.c rrr;rrkrt,rrtrl l,,r (\p{,n sll) r)rilli(nr (I s il
l)li(l (r ,r I (I)

Medicol Equipment ond Devices

INVESTMENTS IN CHINA
US{hino lndustriql Exchonge, lnc. (USl/Chiner Acodemy of
l{edicol S<iences

I 

j \ r . t I ) I | \ | r ( ( | ll(-rtro! I nrr((l l ,llr)rl\ ll(rlllr ( L.Inr', ttnrrl \ (,IUr(
t', |roritlr lrr.rltlr (.lIL'\L'nr(('\ lr) r',,rrrtr'rr.rnLl ilrrklrrn rrr

Il(1iin! (r 9(r

Meiols, Minerols, ond Mining

CHINA'S IMPORTS

SMS Schloemonn-Siemog AG lcermony|, Siernens AG
{Crrmonyl, LOl Ihermoprocos GmbH (Crrmony)

\\'ill 5ell (inrrl)ir(1 \lrip I)r()du(ri(xt Ie(lrn(,1(,il\'.rnLl ((luip'n(nl
I() Zhuii]ng Ir{nr ;ro(l \t(rl (l() rn (rlr:lnt(l(nr8 lh^ in.(. I}r()l{\r
Ir(nr itn(l \lccl (l) ilr lhr Inn(r \1()ng()li;r \utrnnnn(,us Il(g(nr.
rund Hend]n lron -rntl Srcrl (ir. rI] tlclxr I'I1n trt( Sst)1)

nrilln)n. ; (X)

INVESTMENTS IN CHINA
Mihubishi Heovy lndusries (Joponl, Mitsubishi Corp.
Uqpqn)/Shqnghqi Booshon lron & Steel Phnt (Shonghoi),
Chongdrou I'terolluryicol lrlochinery Plont (.liongsul

t::r:rl)lr\lr( (l (:lr.rn!zh(,u ll.ri)linr !rr.rlhrrFr(:rl Ir(lUipnklrl
\liroul:r( trrrlnt (l() i()inl \rnlu( l() pr(xI(c \lr'( l.Pr( )(lL)( l ( rr
('{lurprn('nl ur (;llirnqzhoLr..Jr.rn.qsrr I'n'\irr(( \li 5 nrillx)n.
l.lxpiLn:JJ',. 1-' rPItC 11 .().)l()()

Pockoging, Pulp, ond Poper

INVESTMENTS IN CHINA
Boregoord lndustries Ltd., o unit of O*lo A5
(Norwoy)/Koishontun Chemicol Fiber Pulp Mill (Jilin)

lll.rl)li\lR(l l-ingo'l|tlr Yirnlriirrr Niri\lriurtur) l.lrl t,)int \(ntrLr\
irr lrlrn l'r()\rrr( l() Ix()(Ir(('lirrrin-lr.rrrl Irrrclrrt: lirr tllt'
(llrirr(.! rrr.rdirl i t)rr

Courioulds Pt€ {UK/NA (Shonghoi)
Iist;rlrhslr(.(l (l )trnurrkls l'ut krrging oI slrir]Sh:ri (i ). i( )rnl \ ( ntLrI(
irr I'u(Inrll l{) flrrk( lxrr.krrging nrrt(r'i.rls lirr'pllrrrtt.rrcrrtrrrrls.
(l,srntlit\ irn(l r()il(tu(\. S.r - rrrllxn) ll L1)(i , Pl{(;:ll)' ,) 5 txl

Petroleum, Nofurol C'os, ond Reloied

Equipment

Power Generotion Equipment

CHINA'S IMPORTS

GEC Alsthom Group (Fronce), o subsidiory of The Generql
Electric Co., PLC (UK)

\\ rll r'll .rfi Lrrrrltrrtfi,rrnr1 ...1.r. rnsrrl.rtLrl srrlrst.rtr0rr tr, l]t'rtIrg
,"n\.r 5',t)t)l\ llur(.rr \t).r rrrrllr,,rt t',11,

Siemens AG (Crermonyl, Mitsui Eobcock UK (UlQ
\\rll \,ll Loll-fjrul !cn(f.rt(n. k) llu.rmrlg lnl!m:rti,n l lll(\l|r(
l)(^\(r I)(\(l('lnr)(nt (:()rl) li)r tlr(' s(rontl Plr]s( ol IILrln(ng
l,Ll/ll(,u l,()\\(r l,lrnt S.ll- rnill('ll () ()(,

INVESTMENTS IN CHINA
Electticit6 de Fronce ltronce), Chino light ond Power Co., [td.
tHong Kong)/Shondong Elechic Potver Corp., Shondong
lniernotionol Trurt qnd lnvestmenl Corp.

l..t.rl:lrslrr'rl \lr.rn(1,,llg (.lrnr ll,\\(r (l) l-l(l i,,u]r \(nrur'! I',
rrPgrrrrlr unrl ltrrrlil lr,rt t r Il.rnt' rr :lr,ul(l, ru l'r, 

^ 
in( ( \l J

Itrllrort t|r.rrrt( l()()' Il()rrr Lr)n{lr) l"l'li(l tr)h lr r 'r

Holset Engineering Co., Ltd. (UK), o subsidiory o[ Cumminr
Engine Co., lnc. (US)/Wuxi Power Engineering Co. (Jiongru)

Irrt.rlrlrslrrrl \\ Lrri I l,ls(t l'rrgrn((flng ( i, l.t(l l, ,rrrt \ (ntu,( t, )

rrr:rnul.rc rLIrr' tLrrlr, r lurlrrr. I rr' tlrr' ( ilrrncsr' rrr.rrlct rn \\ rrrr
lr.I)g.Lr l)fr)\llx( \lri Dllllr,rl (l K ii', Il.t( r;"r ; ()h

Kwemer AS (Norwoyl/Hongzhou Ehckic Equiprnent Work
lZheiiong)

li.lrbli.llc(l K\;r(ro(r ll.rngl.r idint \(ntur( l() rrlirnulir( tl rr('

lt\'rlr,1l,rr cr trrrllnc. .rnrl gr'nt rrtors in I l.rn{rln )u. Zlr( iirr)11
l)n^rn(( ( \or-\\u! (rl' "l,t{(lJq ,) i ')()
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INVESTMENTS IN CHINA
Chevron Overseor Petroleum, ltd., q subsidiory ol €hevron
Corp. (USI/CNOOC

\\'ill lrrntlI crPLrrt lirl. rril .rntl trs ro lll( 5(,Lrlll ( lrrn;r \(,1. i ()('

Stote Peholeum Corp, ll,'toloysio), Nirho lwoi Corp.
Uopon)/NA

Ii\l,rl)[slx,(l (;llir)1](l()rU \'rn!ii.rrrg llxilinA lurxl1(nrirl (1)

t()rnl rrrlrutu to l)lrr[l lirlrrr'lirrl rtrrtLrxl g.r..l()(rg( unil' in
( ;1r:rrrg(l(nu l'r, )\ rn(. !_ 5 rrrrllr, rrr t \lul.rr.rrr J(l ..lirp.rrr I(/
l)l{(.il ) r 9(r

I



OTHER

Govemment d Jopon
Cmntccl lrxn gueruntec tr).Jap:rnrse (()nlrlr(l()rs led l)y
lUitsuhishi Hcxv) Induslrics pxrticipiting in p()w(,r p()iccl
(()nstnrcli()n in Zhuhli, Curngckrng l)r('vin.c. lijlX) rnilli(rr
6it)6.

INVESTMEMS IN CHINA
fi Sheroton Corp. {US)

Nill ]((lLrirr':l Jl p( r(.rrrr stirk( rrr uncl nrrnugt tl)c IJ(.ilr !
InlrYnrli()nrl (:lul) Sir Drilli(,n () ()()

Gregori lntemolionol (Hong Kongl Ltd. lFrcnce)
Uinr Shun(lc \Vclling (krlf I)crclrpnrent (ir). Lt(i. c(nrlrirct tt)
llriltl a golf crrtrrse in Slttrndc. (iu:rngckllg I)rr)\,in((. $.llt
nrillnn 5 t)6

Hilton lntemotionol HoEls IUK) [rd., o subsidiory o{ Lodbroke
Group PIC (UK)/Chino lnlemorionol lnduslry ond Commerce
Co., Ltd.

\\rll lrrntlr tk.rcLlr tlr( 5t.rt( (;u(\t (;.rr(l(1r 1x)trl .rn(l lnlkI
lLrrtrrr IIrtcl' rrl (lllin.l. S ()l)

Telecommunicolions

CHINA'S IMPORTS

Llrt Ericsson lSweden)
V'(nr contn(r I(} upgcrclc dign:rl ,rxr)ilc trl(ph()n( n(t\rr)rk in
Shxnd()n!a Itovinc(. S-15 nrillx)o. 6,96.

Siemens AG lcermony)
Vt)n !ll)'f c()ntrilcl k) pr)\1(lc Sl)ll r(loiprncnt li)r e\pxnr,i(n ()l
nl)cr-{)lri( tnrnk lincs hct\\ccn I)()\in(rs. S-ao nrilli()n.6(r(;

GPI lld., o suboidiory of Ihe Gencrql Ele<lrt Co., PtC lUlQ
Ui)n (()ntra(t () inshll 5(x) intrlligrnt-card pat tclcphortts rn

Zhciii,ri: l']ftx'in(r i 96.

llorthem lehrom (Cono&)
Ui)n Chinil [ 'oitcd 'fcl((( rnnnmi( Jt'( )ns (i)rp (\)ntn(t I()
suppl\ GS\l net\\rrrk erlLripnrcnt Ii)r (lh()nllqinil. Sl(ln o
l)rotinae 5 (X)

INVESTMENTS IN CHINA
COM DEV lconodo)/Xion lnstitule o{ Spoce Rodio lechrclogy
l5hoonxi)

Ia\ul)lishr(l (:Oll I)lr\'\irn iomt \(nlLrrt in Xirn. Slurn\i
It(^inac. l(, d(sign. dcr,r:krp..rnd nunulir(turr: ((ntrluni(irln)ns
\xtclllr r(luil)nrr,rl. Sl r:rrlluxr (r .Xr

Mihui & Co,, Ltd. (Jopon)/Chino Uniied Telecommunicotions
Corp.

Lrt.rl,1rrlr, rl ln ,iI rg \lrr'rr-l Ir, ,,|n t ,,II||r I I, .rrri '
Ii (ll,r()l()!ics (i, i{)irt vcntLu( irr l]l.'itirrr lt']- I rDillion. (r 9().

Cellulqr lnfrcshucture Group, o division ol Motorolo ln(.
(US)/Chino P&T lndustry Corp., Hongzhou Communicolionr
Equipment Foctory (Zheiiong)

V'ill li, rr t(ii,rt v( trrrc t(,l)r(,(lLl\c (jl)\lA lnrxhrrts rn

I Iungzl11rrr. Zll(li.rn{ l,l1)!rn(( ;')()

Sumilomo Corp. Uopon), Sprint Corp. {USl, Fronce Tril&om
(Fronce), Deutsche Telekom AG (Germonyl/fion jin
Communicolions lnvestmenl Co. (fi oniin)

Nill li)rrI lirniirr (;l)l)irl (l,nlrruni(rri,rrr\(1,,. i()inl \(nlur( l()
prrrridt Ixrrl rLl('l)lxnr( \(,\(c rn'lrirniirt Slli- rDrllr(nr 5()()

OIHER
ADC Telecommunicqtions, lnc. (US)

( )l!n( (l (pr(\(nlrli\((,1li(( inll(i)irrg i,(,

Tronsporbtion

Airbur lndustrie lEUl
!rl(l lln.( r13 (l ]ir(nrli to (:hrnr llArcrn Arrlincs r (X)

INVESTMENTS IN CHINA
Federcl Tire Co. (Iqiwqnl/Dqliqn CSI Rubber Co., l'td.
(Liooning), o subsidiory of Chino fire Holdings Lrd. (tlong Kong)

|5lrl)h\ll((l I't.,.lc,r.rl Irrt, I).rlr.r (l(, I.l(l t(,rol \(olur(. l()
prrlLrtr'trrr* rn l).rlr.rn. l-rx(rlirrt l'r(\in((, \li rllilll(nl
('l'.u\\.rrr il""l'li(.: t(.1 ,,, () r)i)

lnnovqtiw lnl€rnqtio.rol (Hong Kong)/ftqniin Aulomobile Woda
(Iioniin)

li\lrl)li\ll('(l l(nn! \cotur( rr IiJrrlrl l() plxlLrtr posdcr nttt.rl
pras ti)r Iirntirr,\Lrl()rrx)l)il(, \\()rk\ Sli nrillxnr () (Ir

Atondo f,{ochinery Corp. (5. Koreo)/Jinzhou ElccFk I'totor ond
Componenh f ocrory (Uoo.ting)

Iirt;rlr|:httl.lrnzhou-l Lrnn.r Llc(1fl( \l(n{'r (r) l.r(l i(nor \c tu(
to prrrlrrrc:rltc'rnltor\ Jn(l sUrlr'r\ li)r plss(1rgr'r' ( x r\ rn

_lin/hr )u. I-,.n ),rirrg l'}n,!,n( (. i.,lt),nilln nl () r)()

MirruUshi Molrors Corp. Uqpon), Chino ttolor Corp.
(Ioiwon)/Fuzhoo Automobile Work (f uiionl

listllrli:lrul i()inl \(nlur( t() r\s|rrl)l( Ililsuln\lr \( hl( l(.s irl
Iirzl)()u Iirtirn l'r(^rrr(( (.lr|irn l(r" . Iri\\rn:\A-l'R(::\r\) () 9l)

Suioos lntemotbnol (UK/NA
l\lrl)lr\1l(\l |oinl \( ol(rr(' l() lriro\lr)n lirlrritl ,lrtrrrrrul. rn t.rnk
tolrtrInrls tlrroLrglrorrl (]h,n;r () tX)

Suzuki lrtotor Corp. l.lopon), Okoyo & Co., lrd.
Uoponl/Chonghe Airplone lnonufocturer (Jiongxil

\\ill lirrnr lrrrrt v(11(rrr( lr) nlilrtlrli(lrrrr (1n rD(r(i.rl r.ln\ in
(llrior l.l:rl)uo 5(I',-l'R(l5tf',,1 () ()(r
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Property Monogemenl ond Development

Oy l.lokh ABltloldo G'roup (Finlond)
\irn Beijing'Iclc'rrrnrnlunicuti()n:' A(lminislnlli(nr c()ntrxct ()
erpend e digitel nrohilc phooc nctsork S20 rr)illr()n i'{).

LItt Erksson lSrveden)
\\'ill pft)\idc c(}riprr(nr ft)r (;Si!I nct\rr)rk cxpJnsi()n in
Ilril()ngjirng Pror incc S55 rllillon i,(,t6.

Somsung Elertonics Co., ltd., q unit ol the Somsury Group (S.

Korcol
won con!fict l() ll1( ernizr [x)s(ll savinll\ nct\1)rks in
Ch()og(ling. Si(huln l)ft^ inac and Kunnling. ) unnan l)r()!in((
Sl ulillx)n. r qi.

CHINA'S IMPORTS

Airbus lndustrie (EU)

Nill s(.ll j0 AJ.lo Jir(r.rfi t() (lhiol A\ixrx,n sul)l)li(s (irrp Sl 5

l)illx)n r (I).



Technische Federen Sigmund S<herdel GmbH (Germonyl, NHK
Spring Co., lrd. Uopon), Nissho h,noi Corp. Uoponl/Chino
Sprring Foctory (Shonghoi)

lisr.rlrl\l(rl Zlx)ru\Lr \pfinq (l(). l.r!1. i()rnr \(ntLllr in slr.rnghui
r(,1)r()(llkc sprirrg\ l(,r lirt \irlv(s $ll rrrlli()n. ((ir rr.ul\ l5'\,,
.Lrl):rrr l{l','. 5 ,, l'k(:i(l',,) l) 9()

Toyolo Gosei Co., Ud., Toyolo Tsusho Corp., both subsidiqries of
Toyolo Molor Corp. Uopon)/Iioniin Broke Hose tociory fioniin)

lr\t.rl,li\lrt.d fi.rniin.li)y()tr (1,)s( i lilk( ll()\c (i).. llrl. i()inl
\ (rnur. l, i pl1)(lLl( (' l)rakt lro.er .rntl otlrL r rLrlrl^-r pr, rlrr, t' in
'lrirrrtrrr \i nlrllr,r) (r (x)

Uniled Porcel Service (U5l/Sinotrons Pekoir, o subsidiory ol
SINOTRANS

t rt.rlrlrrlrr'tl iornt r r'rrttrt rn Ii<'r1rn3 tr, 1x, r r,k' . \l)r(\' 'lrl)l)rnq
.rrtil ,lclrten \(f\1((\ r) ()()

Wobro Automotive Produch Co., ljd. (US)/Mingshui
Aulomotive Porls foclory (Shondong)

ll\l.ll)li\llcd \\(rniru \ut(nnolr\( l'r(rltl(l' (.o l-trl lrint
\('rrlur( l(,Irrli([r!( ilrr ((nnP('\\r]r l)airkrrrg srstttnr itt

Zl).rrri{(lio. Slrxrrd(nrIt lJrlr\in(r. Sll't nrilli(nr (l iS:6(1'l,rl'll(

KIC Co. (US|/NA (Iioniin)
flslxlrlished Tir,liin Hurnya sp(1irl Tlirilrr ]UrnuLrcluriog (i).
i()i !,cnnrre x, pr(xllrce stllccl crxl tnnspi)rlxlion vehiclc\. car
trensBrncr:. und tr:ntaintr vchiclts. 56 nrillxrn. 5 %

Koyo Seiko Co., [1d., on olfilioie of Toyoto Motor Corp. (Jopon),
Okoyo & Co., ttd. (Jopon|/Aviotion lndurkies of Chino

I:.t.rl,lr.lRrl llLrln'r li,)\'L) \r(1'llr,t \\\tLrr)\ t,'ll]r \c,rlur( rl
\rn,.t\i,rrr! I l(n.ln Irr,\ ln((. rr ),Ir.rnulir( lrr(',rr(l rJl.r k(1

n(1llr)g((,ill))n(.llr\lor rrrrs sr nrrllrorr (.l.rl).rrrrr(r l{t,
I'jl{( il) ,) ;()()

Burmoh Costrol PtC {UK/Shenzhen Nonyou {Holdingd ttd.
(Guongdongl

llstuIrlislretl Crr\tr(,1 (Slrcnzlr!1r) (i). I-kl. i()irrr vcolLlI( irr

Slrrnzltr-n to IrrT xlLrr,.' ltrlrri,.urrt. li)r (illinir'\:ltrt{rn(,li\( rrr(l
nlroUl.r(rrr.IrJt i,r(lLr\trius. Sli rnrllr()n i ')()

Rolls-Royce PtC (UK)/Xion Aero Engine Co. {Shoqnxil, q unir of
Aviotion lndustrier of Chinq

ll:,t:rlrlrslrrcl l(nnl rLlrrrrre in \iirn, SlIltrn\i l'11,vin(c. t()
nrrnuli(lur( .( nrlxnrrrrts Ii,r I((,ll''Rovr t lt t engrncs lJtt
rrillr,nr i t(r.

Toyoto lrtolror Corp. Uopon)/Tioniin Automobile lndustry Group
[Tioniinl

L.trrlrli'lrL<l i()rnt \urtrrre in'lr.rrrirn t() rlrirnul.l.tlrrc;rtrl(nlli)l)ilr
(,nfrrr(,\ \lio rurlh(nr ; q)

TRW lnc. (U5l/Suzhou Electricol Components Fqciory (Jiongsu)

Ilsl.rlrli\lr.(l'll]r)lr( (Surh()Lr) Aur(rlx)ti\( lil(r1r(niG (j,. l.ld
i()inl \(nturt] in \u,/l)()u.li:rng\r l'r()\inr( illri nrillxnr
(l 5 -(f' "l)R(i:1(l',,) i (,\l

Vority-Pe*ins, o subiidiory ol Vorily Corp. lUSl/Tioniin Engine
Wo*s fiioniin)

Will l()fln j()int vrnturr in Tixniin () nrrnul'ir(urc dicsel cngines
lbr vchicles and nuchines. S.Jo rnillion 5,,(X.

Ec|A-Equipments el Composonls pour l'lnduslrie Automobile, o
subsidiory of Peugeot 5A {troncel/Dong{eng Auhomobile Corp.
{Hubeil

Il5l.rl)lrsll(l i()lnl \(rnrrr( to 1:rrtlLree lrrrfirpr'r..ln(l in\lnIr(rll
l)irr( l\ l( n I )( nUl( rrg (lil()( rl Z\ (irrs irr \\ ulrirn. l lulx i

I)t(\'tn(( r()(,

IRW lnc. (USl/Jinon Aul,o Accessories Wo*s (Shondong)
Irt]lrlislrt.il liDun l,ngirr( \'th1 (i) t()rllt \(.ntLlli.rn.lrn]n.
:h.lrr(Inrg Ih^rrl(u \ll lllrllr,,rl rl :5lr'_l'R( ;lr' ) i 9i)

OTHER

Allied5ignql lnc. (U5)

Est:rhlislreLl iUIirJSilnul (Chin:r) In\(\trltcrll (ir in Shrnghli t()

c()ns()li(lilrc rti, Chiol inv$trD(nls. lSo,rlilll{rr () 96.

Aubmobiles Cintien ltrqncel
()pco((l ll(ijinE (lrilud (-ilri)(-n r\trlrnrxr)il( s(nir't Co \(nr((

Brilish Airwoys PtC (UK/NA
Sign(ll .Ni.rri()n xccr)(l lo rll(^\ Ilriti\l) AiNrr)s plirncs to Lrrc

tlrftt- l)iglrt r()ulc\ ()\.r (ll)ioca tcrrit()n-. () (x)

Kl.lr,t Royol Dukh Airlines (Netherlqndsl
LrunLlrtrl rlircct st'n tr'r' ltt$cr. rr ArDslcrdiltrt :ln(l Iltiiirrr. (,'()6

Renouh V.1., o rub,sidiory of Regie Notionole des Usines Renoult

Itroncel
will .(.1(x.rlc thc Asiir (rii(c ()l it\ irrtcrnu(i()r)ul i)pcHlirrrs lrinrr
I'}{ris l() I}ritrng. () (X).

Ihe Exporr-lmporr Bonk (Usl
Issuc(l I()rn gr)xrinl((' to finrLncc sllt of tlrrcc Ikx i,rg .rirplirnes
t() \'unnrn Airlin(s il()(l nrilli(nr 5 (I)

World Bqnk
Vill pr()\'i(l(.kren iirr the Seconcl Il(nxn I).()vio(ial llighwr)
projcrr $21o nrillion 5"(X.

Asion Dardopment Bonk
V'ill pn^'id(, S1(I) milli()n l()an.r0(l 5 r00,0(I) rc(hnicxl
rssislir ('r l1,rnt li,r l)r)iiln \Viinxi.rr) Mil$xy l'rr)i(ct in Sitlrurln
l)r)\ in(r' Sl(x).i nrilli,,n .tr9(,

Miscelloneous

INVESTMENTS IN CHINA

SOFRES (Frqnce)/Centrol Viewer Survey ond Consulting Cenier,
o dMsion of Chino Cenhol Television Stqtion

\\'ill li,rrrr 1,rnt \(rrlur! I() Ll(\!lt)lr.r ttlrrr.r,,rr rrrstl t.<.rrr lr
.(n t( c l (,lltnu it)()

OTHER

Emerson Elerrrk Co. (US)

tst;tl)lishcd !:mcn'()n (:hine I'h.l) Student A.rdcnric R$r'3( h
Sp(rrv)lr'hip Pr()je.r rr I Iirrbin Industrirl I hitcrsity, Jia(n{}nF
Liniv!'rsity. Qinghua ( hriversity, ;rnd Tiirniin tlnivcrsity. 6/96.

Poul Rqy Bcrndhon IUS)
O1^-nul rcprcstrrtetrvc r)ihc( rn Ikiling l() pr()\id( int crn:ll i{ )nil I

cxr( Uli\ ( st'll.ch rnLl nlilnlrl{(nr('r1l consuking sen.ir'cs. 6,96.

Sherpo Prcductions lnc. (U51, Alvin X. p"dmuier ln<. (US)

v ill I()intlr pnxlu<r'rrncl ntilrk(l lhc Aor(ri(il IIerns l\rsirress"
rrlr\j\i()n scrir\ in (;llinJ :lnd ()llrrr (l('vcl()ping nati(xrs () 96.
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The Expo+lmporl Eonk (Usl
lssuttl Iren grrltrurttr'r' trr hnrntc srlr of (irl)i. r\ul(nnirli(
Iie\cno( (i)ll((ti(nr (;r()ups (\luil)rrrrnt k) tlr( (;uxoszlx)u
mdr() s\}t(r)). Sl(r nrilliinr ;(x)



O+FKER5
(lhirlrnr.rn I),,\ \lr) l. \r\rrrrr
\i(c(:l).ur (rr (:\Rr \.\ ,lrrr,.. ljr (,r\r 1 1'rx[,)r \
:c.ft lr^ I r(,rsuft'r l{, ,r!r r .l. A. li \\r x
(l(,un\cl 1.,,\lL ll. ()r\rrlr. /'1lrrl llr,rr\. hftrlr/

ll l\t1tn1a- (io11lt nt
Irk\lrl(1 1.1,,& Nr \ h\r

WASHINGTON OFII(E
l,r1\i(l(.nl ll, it ur \ [\r,,
\ n(. l,r(\r k.Irt l{1, ll\fl,llRtr It]l
( hrn.r llr r.rrx-' l{,. r,.r \ r.t'.' I \\ rLr,,,\rrl
l\, '{r.Irr \l.rrr.r!.r l'\r | | l-\\r I

lhrl,r!(rrn rn rn(l lJLr,l!(l ItLrr\xrI l)rrrx\r\\
l$ls \ \! . \\\. \un( .ll)l)
\\ rr'lrrrr{t . l)( lr)1)tr, l \ \
lLl ,'1, tr'r.,rt, I r\ ,- ,' -'i.lrl,
I rr.Il rrl,,,u\ h r.r ,,r,.

D^u P. J()\L\. \'ir.c chaifi\rn, l lallibunol A).
IrrLn^rL ll. J()rD^\. chilinun xnd chrcf cxc(.lltivr

<rfficcr, V'.\tilqhous.' Eledric c:ory.
k)H\ M. Krx]r^f,sKr. (hximl:ln, prusidrnl and chicl

cxcculivc ()ffrccr. tfnkl /rr..
STE,I]!:\ K. l,r\ruRr(irn, r'icc prr.sid(nt :lnd gr(}tlp

e\c(rrtil'{r.,4rrol,vr-,lrlA1'b a-(r.

.l^rt:\ .\. l-^uRr\(]:, chirf (,penrin8 ()liccr.
,d\iir,'Middle Ersr,Afri(x, Ptpsi-ai u

II{,iR\.1 I-r)\(;vLu. *.ni()r vic( pRsid(nl.
l.:t\Dt Lo4).

L!.ur (, U, (:Rru. (ll.rnr)irn irl\i (h(l('\(rutr\(,
\)lttc(:t, !:hor (.bry)

I,,[\ li. I)11,r1'H. (]rxrnnan.rnJ (lri('l (r((1rti\r
oll',(t. lbt2 I'n x tl,r t- Gumlrk! ci )

.lf,vrs ll. l,r kRl'r-L\. (hxifirun. pr\idcnt. rnd chicl'
e\(.t,r,\'c f)1fi(cr. l rtllL,Eoll-R.nkl (-i.

R(nrrrr W. Rn\(n.l)\, (()rp()nltr Vr(r prcsjdcnl,
lnt!,rnrlt)nrl Op(nli(,os xnd l)(vljlopntnl.

ct:()k(n \I SnR\r\. prcsid(nt. 7re lirt/rrn, (,i,
Ijl.^\h.\ \llH,r\|/. (lr.tint n. Ih(&l.lrt((-it
Fnr u rir, x u'. {rrn rr. ulr:rrnrr.rfl :rntl r lr( l cx(\lrlrr(

olltrtr. lederul l.-V)ft\\ (,i)/P
I),)\^l, l Sr\rulr. (lrJrnnxn InJ (lricl cxc(utN'c

oll\ccr. a|)rtlitdtk (;rait (.it.
\X]Ul$t (1. S'n]fif..1t.. (ltairmirn rncl chicf

excculi\'( oliccr, Uitcr' /x.
hr ..r\r A l'Irk,, \. pJa (f. /rrrhr',c ift'Airlzx,
Cr,l\ 1..'[(x)Nff. !i(c.hxinr n r)lrhc [x)3rd en(l

chief crocrnirr olficcr. .lhttontLt htc
Ar.r\'ffi()r\L{\, clrilin[rn. presidcnl, ilnd chicf

(xc(utirr ()fi(rr. lift l .lbtor (.i )

vlur^Ir_1. \IAi$r(ri. (hairman and (h icl cxc(r.rt iv(
()lhtct A'f€:fL:hitkt (.i' l.

BOARD O' DIRECTORS

\lr( \ll l{ ln,\\,,\, ,lll , lr.Illr.rrr .rn(l ,lrL(,1

r.r.rr rrtrr r. r,l1lt rr lltrtLttt\'ll lttt
h,rlrir \ llr u ,Ir.rrrrrr.rll.r tI ,hr,I,re,rrtnr

\ill\\\1 lll( ( t,l)
l),,1tr\\\ l)\l l . Jnr'rrl, rn. \l(kl[ .\ I ll ]l.r't

(;rtrrlr I iarl (.i'ltt lttlDktli)ttttl
(,r,,r.r l)\\r, Itr<srrkrtt .rrtLl iltr,'l L'rirrrtirr'

\lt\ i t,thrl l& ltN'1.\k\ t,nl,
\r\r\l lri Ls' ( lr.rill .rn .rnLt ilrrrl r..urrrrrr

(,lfi(, r /i/r/.\1 \/! {'\, r,r I
(;r,,r \l (I Ir.rjllr.,lr.r llr.Ln. Prr^rLiL.nt..rrr(l

r lrr.l L rrrrrtrrt.r,lliL.r ll!\t'tkrt h,aLtl (.t'
It,l,iF I \ Iri\.lli 1r,rr|rr.r'lrrt-rLkrt .rntl

ln..rLt, nl l,!(l.rnl lLrr!lnrr.rl l'r,\11rLl. (,,

l,,r\ I (,,,riu\\ ,lr.rrrrrr.rrr.util ,lri('l r\((utr\(
1,lii(i r /I11 ,,(

\l\ rrrlt (,Ur\rnri ,lr.rrr lf .lllrl .lrkl
r\(LUrr\(.,,jll((, l,totttr litt Drnt,'tk!l

(:\r \ \ ll r 
' 
. r I t . r r r r r r . r r r . r r r t I clrr<'l t \r rrtiri

,tlltL L.t lltllt,'r,,
lr, \ (; ll,, rr,.prr"r[ru. l',tt.\t|t lil
l)\\r li li ,r, ln$(t(rI \'r.r .rrr(i \{r,ullUr.rl

\(! t,,t. r..r,t,4 
'/r

U5 C'OVERNMENT OTf ICES IN CHINA

BEUING OTFrcE
l)irut(,r ,,, (:hrn.r ( )ll(.r.rri,rr'

\\\r \rr\r\-,\ \ \\
( lll( llrrrl!|nr. \urlc .lr,l)
l\).ll.IUU()rrr('rr$.r I ).rtLr'

Ii( itIU llx )l )l)r'l(l rR'lrlrlr;1r)llii. (\t l('(rt lri-rr
I:.r\ rxr,lllriill iri I

l' llr.rl Lin l!r'Lrn rlrL I).r( !

HONG KONG OFIICE
I)I( ( ri ir , )l I l,,rrr [, rrll I )l)(I.rlr 'rr\l'\.r r \ ll\ll,r\,. rl

ll.Ilr,{r Inklrr.rlr,rr.rl lIr\rr(\. I (rnr(
lslrl lsrrr \(lrrr.r[\ ( rlrrri. l,^\r1 I

lS I l.llr,,Un lt():r(l
Il(,rtq ht)n!
l(l rsilrlil-i1,r- l.r\ rsi.l)s.lll
I.rrr.rrl lrkl,ayrhrlt rrrt

(r llr I

TITBASSY

',rLl).r.\.r(1,,r l\\0 ' ll \s'rr
l)c,nrr\ ( lr(l,,1 \1i. . {r \\rrr\\r (. \1,(.\rrrr ..lr

,rrrrse|rrr li,r i.,,rprrrrL \ltrrir llLn (;,r\rr
\SnL ullur.rl (,,un\(l,r \\ILr\\r l]lr\\,r
(1,)rrlrn r( r.tl (,,rrn\'I,,l \ t\,. I.\\l
(lt,rnrrx rL r.rl olhtc'r. \rrr lLrrrr

l{,,rirr ll \\\llr\r \\. X\lll \ ljL\r\\r.
(]rfl\ r\r,\\r\ .l() I\ LL.Il\xi ll,\\rr
(ill /,r\ \\i)\,, Il,rrrr (irll

I \ru'1nr ln'i lir
lr.rngur,rll(1r\\.rr. Ii( rt rs lrx x 

'1[ 
]

lcl: { s(,lr, ) ()i ll lril I

l:rl\: A||rlrirssr(l(,r' lr(, nr, )rri( (lt(,llr) (,5.11.(,lll
(l()rrlrrr( R r.Ll ls()l(r)()i't.l 1)9_
\ i\.r\ rHl,l,D (,;ll ll-s

GUANGZHOI' CONSUI.AIE Gf NERAT
(-,nr{rl (iun|r.rl lllriI l l-r\1 , \ lr
li()ninrrL \.(lx,,r { lril lr \lvr}, Lr\r,,\
\Slnllh r,rl rl:,\:)()ill((r ll\r ,ll (; r,nrL)
(.i)Inrxr(r.rl rl:(S)()lh((1 ll1 !nrt \rlr, r\l\\
Ii{,n,,rr\ ( )lh((r ll,,\ \r , (il. 

^\ 
lL,

(:,)rr\ul.rlr.r\l(lr(\. I \lr.rrn1.lll \.rI l('
r,LIrr,?1.,,u.t,...,r!,I r! l'nar',( rl,,l{t
'Irl I S( 

'.1( 
r ) lt llit'l-ri, I I |u\ lrJar.ll)rSlri()l.lll

F(ls Ir\s I lrf:r Ill,r(.1 ( )lli((. li^\{ r \uil(\ llnl l,r
r ,r..rrruzl., r r. r , ...jr!,1.,ll{ l,r { r,j, , il'{,ll
Irl rrar,.lo) r"i(n,- rr'lI I:J\ rnhll)rtiir1)r,rrr)

SHTNYANG CONSUI,ATT GENERAI
t.,,n.rrl t,rncr'.rl: k\rL I \\\( ,r

(l,trllfir( r( r.rl ()lil((1 lr\\r r \',,.,,.
\r) il. \lri \r Ncr LLr

ll(Irrrr! I\nn(l
\lrL n\.Il! ll.x,rrrrs l'r,,trn( lllrrri'lLl lr.i,lrrJll ll()s I'.r\ rs1,lrl

CHTNGDI, CONSUTAIT GENERAT

C(nrsul (;rn( rirl: (i fi\r.]|r \ Kr:r R

Iil)rr(,r)lr( (inrnrrL |1 r,rl ( )fll(Lt \\n r r ( : I.\r r ( rrr r

(l(nrnn(,ftrrl ( )lh.(r ,\\r)r I)\|1,)\
r Linlshrl .ro LU
(;hrrrldlr. 5R lrtrxn lrr(^rn(( l)ll)lrl,l
'lrl: 

r ir().lri) ssrif,)a)il I,:rr: (J()lll) 55lJ.J5-ull

PRC GOVERNMENT OTfICES IN THE U5

Jll li- r

E itMSSY
Amtvrssad()r: L Dr()r'l
l\,linistcr C()unsck)r f()r (irrne(irl Al'l'rirs:

Sttt.JrANNr
23(x) (i)nncdicut Avenur, :lrx'
v,ishingl()n, DC 2m08
Tel: (202).12u-25m. .1501. 2502
Fax: (202) J2tt-25112
Visasi (202) 12&2517 Frx: (202) l2&2i(,
Om(! o[ (;ommercirl AJlxini:
2lJ3 Visc()nsin Avcnue. NI*'
V?Lshington, DC 2(Xn7
'Iel: (202) 625-3380 lr.tx: (202) J37'5tr.(1.,1

Commcrcilli (rl 12) &)ri-01 1 5. 02l J
Visis: (312) 803-{I.Dtl F:rxl (Jl2) 803{)l I,l

NEW YORI( CoI{STIAIE GINERAI
Cr)nsLrl (lcncrill: QI 5rr\(i\r \
l';(rnr nrri(:(innnr( ( iirl (i()nsul, Zrrr\(i slrrlr.\r
i20 lllh ]\vcnu(
\(\ \i)rk. \\ l(x)llr
C(nnnr(.r.i.rl: (lll r l3o 1{.28. - rl-
Virirs:lll2)J'tll--.tll) Firr (IIII;02-o.lrll

CIIKAGO CONS{'IIAIE GTNIRAI
(l(nr\ul (;(rr(nll: \\'\\( lI )\(,rn
Fl.(,!n )rni( (innnr( r('i:rl (1 r1\ul, 7){ \\,, lil
l(t0 N. lin( Slrlet
(:hi(:rlr(). ll- ( hll)

Il t.\

SAN IRANCIS€O CONSUI.ATT GENERAI.
(l, rr\Ul ( ,(.n(r:rl \, i\', /r \1,\f, 'l
1..'rr r.r. ,.|nrx,,r.,l ',,fi.,r1 l)r rlr .,

lri(rl-rlrlrr.l:tr.(1
sirrr L.rr( is(1). ( ,\ () rl li
(:(nrrrx r( i;rl ( rlir i()l rgis
|h.r\ r tlir i(rJ Lli- il)19lll
I:.r\ r rliril)lrrl)t. r)lil

THE US.CHINA BUSINESS COUNCIT

SHANGHAI CONSUI.ATE G€NERAT
( , nrl 1,( ne,.rl l ^r ll ,,r, rl

lL,{r,)rri( \.(llon ( hril ln rrr \\ \'.
(., trrrrx rt r.Ll ( )lli( (r \ , (.lr \ L , rl

I t( ,,) llr. lr.rr Zll,, ! l.LL

Shrrulr.Lr .lr)lr s l

ILl rsr'.ll r i'rll,,ri\L,
l:.r\ rN,ll, i,rli rlll lr-1,

}loNG (ONG CONSTJI.AIE GINERAI,
((nrnrl ( ('n(rrrl llr,ir\H Il,,r,r r

l )(lnrr\ I, r](il).rl ()lli(r 5 ]l \\,llL\]Nrr
li r)rx n||r( l)t)liri(.rl s(!llnr ( ]lr( l

II,r( r \' (i Srrrv\\
\{ri(ufirr.rl ()li(u l\\llr\r l] llk\r\\r
(l,nnrr\'r( r.rl ( )lli{ rr. l)\\rr, K\r,,.

I{, Nr\r\rir (,\LL\\r. lri\ \$,,ll
l() (;,rr(l(1) It,)x(l
I L 'rrr K(,rU
lil (l{51)l;ll(xrll |.r\ r}iilr.lSri 9H'x)

HOUSTON CONSUTATT GENERAI.
( ,,r\ril t ,( rr. r.rl \ .r(.rrrl
Lr,{r,rr( (,)rur)nr,r.tl ( ({r\rL ll,,' \\ \.,.)
J,l- \l,,nlr, ^L In,Lrl,1.rttl
ll( )un,,rr. l'\ --1r{x,
(:inrr x r( r.LL r-li)il I rr)('.1

\r\,r' l-l{rilr rrll ln)r I:.r\ i_1.\) ilr-1,ir,

IOS A}€EIIS COI{SUIAIE GENERAI.

Consrrl (;cn$ill: Zr(n $i'I.\rtr()\(,
li.()m,nk'(i)rnlcr.ixI (:onsul: li \(, S) ll sr,N

.i.l-l sll:lrro l,hcc
L)r 1nJ4( lr\. (lA 9111)..1(l

(i)nnnc(i;rlr (.11J I .tul)'051l: . (Xl)i)
Vis$ (2ll) .i}l(l2i06. ]50i. 1)lr-l
Irrx: (,.|lJ) 38(l l9()l



No l, Jtan Glo Mcn \Vai Avtrir, B.i,in8 l0(IXX, China. T.l, (86 l0)6505 2266 Fax. (86 to) 6505 3167/8

For rcssv.tk ni call your trawlconsulont or USA o C-:ruda Toll-hEe, ( I 8m) 942 5050 lntcnr! httpr'/'rwvshangn-t a.com

Chino Nbrtd Ilokl

(INABAIU . KUAI,{ I-I]MPUR
x[N . \l{N(,o.] rFNl-LvI :

-ID

r-

'a- ra

-
-

I

-^

)

I

II

I
a

F-e

,l tr.- _
tll (t

\/
\

I
E

t' fr?t,
I f

I

I

a

a

I

/ J

=t t
Vhere thc r. r,rkl

comeB togethcr in lJciiing.

l"
r\rtv



How can you value opportunities in China
if you can't identify these coinsT
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Only one of the above was legal tender.
The other was a good luck coin with no
monetary value. Being able to distinguish
them at a glance requires an indepth
knowledge of Chinese culture. But there's
more to understanding China than
identifying the coins in your pocket.
HongkongBank has been doing business
in China for over 130 years. Long enough
to gain market insights and do business
with confidence. Firmly rooted in Asia,

we have branches and representative
off ices in 10 major cities across China. All
offering you comprehensive services and
professional advice. With the strength
of our global network and thorough
understanding of this unique market,
we'll help you to do business with a lot
more certainty than the flip of a coin.
For further inlormation, please
contact HongkongBank China Services
Limited at tel 2822 2652, lax 2868 1646.

\

Repr(rottutit. Oflii,: ; Chetrgtht. l)uliot Guang:hou. \luhanBran<'hes : Beijing. Qing.lao, Shanghai, Shcn:hen, Tia jin, Xi.t,nen

X
HongkongBank

It
TIi

'i1
I

f,t

r

I

\I

I T Dj

I
I

II
I

JIIt

q


