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Before we won "Best foreign bank in China"

After we won "Best foreign bank in China".

We are delighted lhal l',un)nt(,ne| named us lJcsl li)rci8n bnnk irr Chinr". Bul. we are d!'lcrmined or to let it g(, to our
hcrd\. lt is our iocur ()r our customers lhll led to lhis accolndc. and wc have no inlcnlion ot :hifting thal priorily. So.

proud as we rrc lh;rt l':uhl, t)n?r'also namcd u\ "Bcst bank in Asin . llcsl hank in Hong Kong'. "Best foreign bt l in

Mullysia and Singaporc . "Bcst trxdc-finincc bank in Asia". Bcrt \ub'cuslodian in Aria rnd "Bcrt treasurv in Asia'
(HSBC Markct\). wc will ncver waver from lhc \tundards of p ro I e s r i o n a I i r rn and sc rv icc lhnt yo u. our cusl()tner. hn\'c

aonlc lo cxpect. Allcr all. tou re the judgc we rt'ally wtnt to inrprc:s.

{

X
HongkongBank

,tra,Ar HSBC (;ft&r,

I

l

t

Ylur Future Is Our Future
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People's Republic of China

Corporate Secretarial Pract

O,EEIIffi
!i.rlrr,l lr t lrnr.,l.r

ice Manual

r-i
Sweet & Maxwell

Asia

Your first point of reference for PRC compliance

THE PROBLEM: With continu€{i €\'orx)mi( .ifll txritic.tl f'f()mrs, PRC Lrw5 nrc underoing <onsLrnt ch:rnge. Wilh nruch oi th.'lefi.rl frarnc-

li;|l for advii€rs ()i nr.linlancl business.

THE SOLUTION: The PRC Coqbrate S&'rclaial Manualoile$ you .r firm 8r,rsp ot the imtDrtnnl ele'nlenlr of Chinese legislation and policy.

It Bives an inside persp<ive inlo the le8al framework, the current pradice5 of comprny .rdminislr.rlion aM the peculiarities and changes in the

laws, regulalions an<i practice, panicularly thcre.rhtctins forejsn investnrcnt enterpri{'s.

SUBSCRIBE NOW AND BENEfIT FROM:

Conp.?tterlsirc covera6e

. The structural orBani$tion of the relevant .ruthorities in the PRC

. The necessary requireryrents on the settinS up of inlestrnenl vehicle5. and busin6se5,

includinS the obtaininS of approvalvpermissicrn and licences frorn the various authoritier
. The rerDnins obli8ations of ttle different tlpe5 of enteqris€a

. The rnethods of financing arrl epatriation of funds

. The various foms of dispute resolution

Authoritativ€ infofiEtiqt
Authorcd by Colin NB & Partners, one of the leedin8 China practice firms in Ash, ard endoced try The HonB KonS lngitute of Company

S€cretaries you can be assured lhat y(xr will be receivinS expei guidance.

R€Aubr updatirB

Through regular updattx, subrribers will lxr kept iniomred (i chang6 in the regulatory envircnment and leSislalion
jn the PRC as well as tht' lat6t developrnenls on daspule rEvrution. Itb updatirB sarvice is included in your

srhcctiption free of change for the 6rst ye.r, ard thercafter changed arnually at HK$f 50OruS$195.

----- Order Forrn
sinrply r'onrplt lt' tlrt' lirrnr .rnrl nr.ril or t.rx il l)n( k k) us.

YeS! I Icnclosc a chequc nrldc pa1-ahlc Io Sweet & NtaxwellAsia lirr HK$1.995/US$.189 (llrclusi\c ol lirsr ycur's updarcs)
(Ple se usl: tlSS pri.. plu\ I(lri fxrsrrle rd pxclin! li)r dchrer! oursrde l"lonr K(,nr)

J Pleasr'churgc mv credit card: J Anrcrican Exprcss J Vist J Mrstcrcard Expiry Datc: _
Crrd No; Siunlrlruc

l\lrltr'ls Surnrnre First Naurc

Job Title

Address:

('onrpany:

Tcl ljlrr

( ourtlry

li l\l u il:

Sr.rite 1808, Asian House, I Hennessy Road,
Wanchai, Hong Kong.

m
f.tL__ I E-nrail: fannynr(r)snrlawpub.conr.hk

Return to Ms Fanny Mak on Fl +$52) 252O 6954 or +(852) 2863 2651 for further information

r\D()n.1tD /t)
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COIT

or
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Oprnerrorer Issurs Top CnIna Acrxoes

lctrYllllt THECHINA
BUSINESSREVIEW
ir. i{rLr ol rt Us.Ct{n. E-lc C.rmll

I)uring rhe sunrnrcr montlts. the
Cuurtetl : (.ltinrt (,lli(( \ ll()\t('(l *(\-
crlrl rnettings on \':tri/ltr\ t,rJ)i(\ r( _

lating t() entcrPrisc ()l)e[ati()ns ilI
China. At a (}runeil l)rcrkf:rsl in
Shanghai on Junc 12. Stanlc'! sher-
wood. a tax plrrtncr \\'ith C(x)pcrs
& Lybralrd. LLP (no$, Pri(-cwrtet-
houseco()pers). spokc about thc
lirnetxhle lilr lhc hrfin()nizxti()n ()t'

(:hina s cluxl tax slrttcturc tirr li.rr-

cign-invcsl(d cnrL'{prises (FIFls) antl
(l h ine se (()nlPanics. Sherw{)(}(l
conrmented thrt llciiing is unlikcll
t() renti)\'e specilrl tax in(cn(ilcs li)r
FlEs. lnst(j:l(1. ll)c (cnlml g()\'('tn-
menl is cxpc(te(l to incrcase effo s

l{) ( url) l()cllili(\ lr()nr gr'.rntinB l:lE.
unxuth(r'i7cd tax lrreeks. 'lltc rc-
lease of (lirculer' 59 bv thc PIiC
Stxte'Iax:lti()n Adrninislrxli()n in
N{a}, wus .llso :r sul)ic(1 of cliscus-
si<rn. Thc r:ifcultr atltltcsscs translcr
pricing antl $'ill alli< t ho$' oruhinlt-
tionrls \\'iIh ()pcratirrns in the PRC

sr'l inlrra(nrtl).tn\' P1i(1. rrn sitlcs. lr-
ccnsing of te< hnokrgv, rrrcl the prr>
r,ision of l \'ilriet) o[ scn'i(cs.

l\{cmbers of tlte Counl il s Legal
C()mmittec in rl()ng Kong hcurd
liom Da\,id LiLr ()I CoLr(lcrt Ilroth-
ers. .loscph FLr r)I [)cI()ittc .t
T(,uchc, Ll-P. ancl (:()lc Crpener
encl I'errl l\lcKcnzie. l)(rtlr o[ Ulkcr
& NlcKe nz ic. ()n.lunc 22.'[he
spc,lkcrs clt sc ussecl issLrcs sur-
r'<luntling rvhctlter (:l'tinese errrploy-

ces o[ FIEs <an holcl (]pti()ns ft]r
foleiglr stc>cks. China s legal liame-
nork tloes nr:t r'l<lrrl)' itri,.lrcss tltis
rnaltcrr the Securilies Lrw c()ntains
no felcvr nt pr()\,isi()ns, 3l't(l ap-
proval fronr the Chin.! ScctlritiL's
Regulat()ry C()lrlrl'lissi()n does not
llPPear Deccssilr}. ilcc()rding t() Liu.
The spclkcrs lTrrintctl ,rut. ltou-
cver', rhat f()[cign stock ()pti()ns
lrisc forcign cxchangc (lucstions,
rn(l thur' \\ill inlcrcst (:llin.r s Sl.rl('
A(lnr in ii.lr'.r lr (,D ()f F(,rcigrt F.r.
chirnge.

On.Julv ,10, Nlirrtin Ng oi C<xry>

ers & l,yl>rancl, LLP (n(,\\' l'rice\\a-
terhousecoopers ) and Villjs Sherr
of V,':lts()n l{/yatt Vorldwide in
Shanghai slx)ke to thc Hong K()ng
gr<:up alxrut China's s<rcial uclflrc
rc[or nr:.. Anrong tlrc toPit s tlis-
cusscd \\'cr-c rccent devclopnrcDts
in Chinir's pcnsion funds and hous-
ing refilrms. inclucling the nati()nnl
an(l Shanghii pt-nsion llncl nr<>dels

antl gt>r,crnntcnt ht>using subsiclir-s.
l)ttring a tsl)-ueck trift t() Asi:r

in late.lul1. .liLIn(s Htlnr)n. nr('{i-
(lent ()f lhe Expon-lrnport ll.tl]k ot
rl'rc t'rlited Slatcs (l:x-lm l)unk). ad-
.lr<'ssed (.rrrrnr'il rncml)ers in H()ng
K()ng an(l lleiiing on u range of is-
sues. l'lxrnt()rt remarkecl rhat the
Ex-lrn Bank n'oulcl likc t() increasc
irs pxr(icip ri(n in the Chin:r nrar
kel. particularl.v in thc field of p()-
jcct finance.

CrcS()r) A. Heslin

Jon tti)$rrd/.llllxsiFn

lulic N xlt()n

l8l8 N" Sl.. N$ Suil( l{)o
vnshinlttr)n. I)(; 2()t)il(r.,:tl(,

lcl: 2(lll 12r)-l)J r()
Frxi 20218JJ 9o2r.

--S-2r-6
rvrvw. trschina. org/chr

xirslcn s_vlv(slcr

aouti?r a r G orrr(at

(ioi.lf.c) Wu
I l(,5, l3 l-1. (l(: Wu Building

.aO.l-JOli llcnncss] Rd.
Wxnchai. Ho[8 Kong

Icl: tl5l/2il) l-10:l l'ax: tl52l25:2.515|i
!:-mxil: mhil4hk.Bin.nel

ro;rx a x tlll ca:
(;r(g0rt A. ll cslin

1Ul8 N Sr.. N\V Suirc .lO0
Washingron. l)C 20016-.l4lo

Tclrz0:/{29{)J+o Iax 2o2lliJl-9O2?
E.nrai I : Bhcsl i n(aa' u sch ilril. org

CouNcrr Hosrs PnovrNCIAL, MUNICTIAL DELEGATIoNS
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Cou,ncil
*ffrf i4ih

(.arh.rin( (;clh

^atrtrair 
a orr oiJ

l)r.l.nc M I.iro
Ann Nl W.rks

PRI\-I'Iit) IN T}IE I'SA

l1\' t hi r lh^ttn* Rtt1.r $.1(!m,a rdtl{\ rh,n,
ou6'd(1!rrntur{! Il,ui({ntn\{ nnntJntr.'ns .fl
n,n,.lLul.lrr\'nrr,rltr'.h'i, n rh .ni,j($.J.^. rtr
Isrh rB ror\\(( nx,lf,1,Lni rll n8ltr\ !, rdn[: rn(l
rlN,'A frhl'\lrll o /brr,rr2,r/rfl $ndl.r Antrk\
.{.nu."rn"rntrlnal. /h' ttt t,tl r t' Erttpr'arn
lr 

^l,nnkd,,.',n,,xhLnl.'h 
s/hrl'\'rr'tr','.

n,,! rlrI 5(hnulnMcr(or .,l,\nkl(., ?r.rn,('
d!,n!, n.tl\r l vrhi hN ra\ i.!.dl |Ulnr unl(:\,n

ln. |^n t Lrn /'irrz'l\.\ \., 'rl',\-li, F

f,rr,lhl(.1l f,L'f,rhh lr 'I.r 
I \( lrnJ R..!a.s ' ir,nL'1.

\ ( .:'rr \r\t rFl,{rx .l'i'<-j,1r
I \\ilr.t liij r.li,i liii rhtnF{n..l*rn. r{'trr,,.1!
art{l unl( rht l{$i tn rh. l)N(n(r ol ( ,n r nr rlnorLi
\Jl\ l!\trr( l,r\i r \r,lraxr,' l{ r-,l.trlil rtrxl tr!'
tr'r, rtr. ha'rnri.r Il' rt \ nJ rlJn $.h,ul*\ i, //,,'
(ht n ttt.tt\:. R.tra lhlx \ !'rcr \u '.,i,( Ir'r
$'l.lli'untrlIx,2lrlG]l.ol'ir

I sr h'nr &$nr($ ri trr,l l,rl 1ll .Fl \ .!k'^rd
l\rl \,' ol6r_lr+) I \l\ !o rt.lr)oc(r

\i'n'!l \..h\''t 'n 'fi\ 
tr,l l irrl.' rlr" tr tr

ntrt.nil s 1l.l(.,,t\ hir$ s.li,.nnniili.Jt rst1,n.r I

\r 3lrt imrll tl.larr Ix nn(l(nh.kld 5-s1*lr\ t,r\
lohxnpr. \ ro lht (.hhk tr6tn$s ktr^r. tN tlot

.lrJ (r'r'1. r..Lr.'nrn,l. ,,{Inl. r,(F r.r h,L(r/l 'n, rnr

All.oatr-rd.l ln$rLl- rd
ffi.t/prdr-. o.d6.tdld b. t lra to

th..toir. rr! .dan..

Al x .JLrne 5 lrrichng scr'r'i(),r in \\'usltit-rgton. rt 6r't-pctstxr clclcgation ironl
thc Slrirnghui \\':rigaocliuo Irrce l|ecle Zont lI:'17,) ['nitecl l)ereloltrttcnl Ci) I-td.

illtr()([lce(l (-()u0ail nrerrbtr c()nrpanv rePtesei]tlltivcs I() thc FTZs itlVestIlenl
()l)l)(ntunilics lrnrl clcsr'r'iberl its rrc\\'h ()pene(l brltnc'lt olflcc in Nt\\ \{)rk (lil}.
llrc (lorrncil ils{) h()sle(i Si(lrLtrn Pr()vincixl (l()!ero(r'S()ng l}x()rLri ltltcl llis clcl-
cgnti(nr ()n.lunc 2(). s()r'lg enrl Cottttcil Itrctnlrcr <-ott't1llttt1'rcPrcs(ntatives (lis-

crrssccl lxrth the oYc[rll l)]l(i in!cstntcnt clirDett'. entl s1'rcciltc inrestrttent o1r

l)r)rtLrDiti(s in Siclrtran Pr()\'in.c. An(l ()n ,\ugLrsl l,i, (i()tlncil stxlJ ntct u'itll ll
clclcg:rtion i'on thr Qingtllro Fl(rn(nrri(' ltncl -lechnir':tl I)tvcl( )l)r ttcnt Z()ne t()

iclentit\' ()l)p()flurlilirs lirl Ioleign iD\'(slnl(nl in Qingcllo, Shan(l()ng l)r)\'it'l(c.
lrncl tcchnicll cxchlrnges lrrtr.r'cen llS llo(l Qing(lll() ((mrparties.
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Letter FRO T TIIE PNESIDET

Ilobc: t ;\. l'.:r 1.r1-r

otes on
errnatht

thr.: last banqtret y()Ll rL- hungry again
flrL r i.rt srrL. L t'tlt'tl. I.trtrr'ttl:rllr rr rt -

vclling lo Aorcricilns a (lltin:L of llr glc:Ltcr'
conrPlesitr'an(l lllfict\- than nllrr'rl hacl ,:.x-

pcrlecl, ult<l in cltahling tltc printiprl relr
r('s(!rt.lli|r, of thc I niterl Stltes t() :rcltlress
clccp-sclttccl Arucficaln (.ttnccrns clircrtll to
lr rn:rss lrtrclicrrcc in Chinlr. n'itlrorrt conr-

l)r()!nisin! the dignil,v ol- tlrc lclclcr to
lcrrclcr lcl;rtionslrip at tlrt' cor't' of thr visit.

()n lrir(lc und l)Lrsirtcss. ir(rti('allv, rcsults
rvcrc nrrclcst. ()nc c()os{)lllti()n prizc is thlrt
thc t.il) in(lisl)Lrt:rl)11 r'clLrtccl thc olcl clairtr
tllirt []S Chinr Policy is thc nrxri()r]cflc ()l'
lrrrsincss. -[-lris sLrntntit. tirr-:rll i(s errr;rrr-
plishnrcnts. rras hrrrrllv thc llrnrlnreidcn ol'
rrrntrttcrr'ilrl ir'ltcrests. Rllthcr. it $as in thc
brrilcling of lr ororc collrlunicxti\c lln(l
nrulii l'.rcelc(l rt,llrtionshiP. strcssing (hc

l)r)sitivc. thllt thc strlnrnit cot]trilrtrtr'cl kr tlrc
intcrcsls ()l Arrtctic:rn lrusint,ss entl to llrt,
niti()nrl inlercst itscll.

Src()o(1. sLrl)l)()rtcIs ()l l S-(.llin!l trx(lc
\\'()n tlre l99tj hattlc lir' "N'l-lt ( \()rn l
'lir(le l{cl]ti()ns, ii)rnrerlV }l()st Fir\'().ccl
\Jti()lr stltus):rncl $'on l)igll(r lhilD c\-
pcctccl. !lentlrers ()l C()ngrcsri. lrrnr hoth
per'tirs, \\'ho turnrcl tlrtrnrbs (l()wn ()n \'lR
in l()91 tul1r((l tlrr.rnrbs rrP on :r nonnlrl
corrnrerCial rcl:ttionship in 199u. llcgrct
tuhl1. brrn'ing sonrc urilecle. ur-ll lt becli

Mucb has
gone u)ell,

so uh.y are
u)e u'torried?

tur.ttulttrorrs sprirrg has encled well. The tlS I)resiclent con-r-

pletccl his lrroaclly sr.rccessfirl trip to CItina. TIte t,isit is al-
rcecly ncarlv firgr>ttcn, at le:rst superficially: tlre flip sicle of
meclia obsessir>ns in fbreign at'flils is that five mir-rutes alter

rl i{ nc\l vcir, still actirlg out the ritulls lx'-
<lucrrthe'cl to us l)y il 197+ la\ trirnccl lrl (ltc
r'torv clcfrrncl S()\'ict []oi()n.

Thirrl. thc t ls-(lhinlr l sincss C()uncil
Irrrs cstal)lislrc(l tlie LlS Chinx l-egxl C(x)p-
crilli()n l\ln(l (\a" I).J8). Aorcric'xl'r (1)l]]pll
nies hrvc stcl)pcd rrp to the plutc rvith r,ol-
unt:ll-V a()olril)uti()ns t() sLrpp()l-l the
Clinrxr-.fiirng ir'litiati\'!. in thc:rrci ()l trS-
(illinr leg.l (()()pcr:rti()11. (lre.rti()n ()l lltc
lLrrl(1, $.lricll r.r.ill lrc horrscrl \\ithin thc
Corrncil s elfilletccl cha|irable li)un(kti()n.
hlts occesionccl llvorelrle conrnrcntr senior
Anrcric.ln !{()\,ernnlcnt fiur.r rcs spokc
u ar'ntly ol tlrc r'onrnritmrnt rlr.rrir'rg the
I'r(..rrh.nt . (:l]ln:i trll) lt uill I,u r,..q irll
p(11ant thlll lhc []S g(]\'erilnlent, in hllfill-
rlrL rrl ,,1 l'r( -i(l(,)l (.linl(,ll's (,,l t tt, Lnl
\\ilh I)ll(l I)rcsi(lcnt.lilng Zcnrin to bilete(rl
\ 'x,lx,f,rrr,,r1 rn tlrr. lt.q.rl fir.lLl. .rLlr.rn.i it.
sicle ()l tlrc cffirrt. so thrrt il genuirc l)ulric-
pri\'rite pl ncrship llourishcs.

O,'r t()l) ()f rll this, tlte (l()uncil ltas
cnrergccl str-cngthenccl encl inv i!l()tltcd
lr,,n] rl. lriglrl\ srr, rt.slirl -:itlr .rnnirt,r'.:rrJ'
(clel)rllti()n. llt \\,hicll'lr'cusr.Iy Scct-ctxr)
Ilobert llubin nu<lc thc:ughtfirl rernur-ks end
l() $'hicll iitlrc (irr.rncilor \\"u Yi scnt d gfti
ci()us rlessllge oi c()ngrxlullli()n. \rc \\'crc
Itrxrorecl to ltrrve Ylr Xilrosong, thc chrrir-

q^^
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rnln ()l thc (i)urt('il s l()ngtinrc (r)trn-
lerpurt l)()d\', llrc (,llinx (iruncil lirr tltc
l)r{nr)()ti(11 ol lntcrnlti()nel l[tclc. rvitl:
rus lir tltc celcl.lmlion. \\'lli(11 \\'irs itl-
tcnrlcd b1 nc:rrl\ -0o l)({)l)lt.

-Aiicr x string of Jrositirc <lc\'cloP-
rncnts likc tlris. \\'h\'. tlr(,r. is tllcrc still
that uncast' li clirrgT

'wTO ADRTFT
Thc biggest c'onr'rrn is thc \\irrltl

li J(l(. r )rg.rntrxti,,n I \\'l'( ) ) \ll itll.,n.
lh(' lll((trng (,1 llr( l\\(,1)rc\r(l('r)l\ rn

Ilciiing l)r()(luLc(l no tlisc( rnal)lc
pr()grrss t()\-rrr(l (lhitlJ's .l((cssr(n t()
the \t('TO. Tllc Ar)lcricilns. in thc linal
n'ccks bclirrc tllc sLrnrnit. lt:rcl r.lot'n
plirvccl tlrc likclilrootl of signifi<unt

Pr()gressi lhcir ('lltlli()rls l)r()\'ccl llcctl_
rirtc. lhc :rct ir rn-li )rcinB cvcnl ()l thc

.lunc llciiing suDlolit ('ilnlc ao(l \\'cnt
!vitll(rLrt xny xcti()rt. S()r)rc ol.)sctt'r'rs
lrad originully cnvisi()n('(l 19913 rs (ul-
o)in:lling in r))ili()r hililtcr:rl V'l ()
pr()gtc-ss lrt tllc linr(.()l lllc N()v(l]ll)cr
Ai,til l'.1. ili( I 

r ( ' r , r l r ) r r r r ( ' ( '( x )l)( r.l ll' rrt

Incctingr, in KL[llx l-Lll]rl)rrr. \\',tl) tlrc
lJeiiirlg sunrmit sirnl)l) ir nri(l-\'tilr $'r)'
st!ti()n. l]ttl Ihc l)r('-strtnnril pLrsll ()rr

\iT() ul)purcntl) f:rilccl to procltrce
enor.rgh benkll:lc l1()\'crl)('11l l() l)re'
\(nl ll)( ('olrfL' 1:1o11ss l'rorrr r.lriltrng
inl() lirnl)().

I S iln(l lllir(l-(()untn' !ln.ll\':'ts l]l!c
srrnrisccl tltlrt. lrtcing tlrt' tlrgcnl tJsks
of cLrrncstic r:r'ott()rttir' .rn(l .r(Lnini\trx-
tivc rcslru(-lLrring. l!)(] (lirc inlPli('.rtl()rri'
()l l:rltcring gr)\uh tatcs. ltntl lltt' :tr'ttlc
lT(. ls .lfisin{ l'rortr tltt' ortB{lrnB,\'i:trt
c(()n()r1i(' sloNtloNn, kc\ l'll(l luJ(lcrs
sinrplr ckr n()t tllink thrl tlli\ i\ tlle
linr( t() til('(' tltt' s'rcttilting rron,,ntrr
cler'isions tltat Arncrir'ltn ltncl liLrr()pc.ln
!'xpc(tati(nrs rr'otrlcl corttpcl t-ltinrt trr
nr:lkc in rclurn li)r \\'l() rrlcrul)e[ship.

In rl rr,,rl(l rrlttr( Prrlrlr, ('r,ntrt)rrnr-

cxti()n tcnll:, to bc ritr.r;llizcr.l lrncl not
tcrriblV cnliglrtclring. it is (.ls\. l)ul n()t
rcn lr<'lPlirl l{) I\trl -fr"tl" rrr,,tr\ut,r)ni\
inlo othcrs ntinds \vitlr()rrt yrrrxrf onc
wil! ()r lhe othcrl suff'tcc il l() srr\, lllat.
\\'hilc ll)c ncg()liutiill.l l):rrtics (l() n()t
:tl)l)cllr lny nr()rc exxsPcr.rlccl lhlrn
rrstIrl. lirl tl]c rn()rncn1 tlr('rc ill)P('llr-s
lo bc e scnsc ()l'llinrl('ssncsr' lrn(l \rn-
cenxinty xs lo ltou next l() l)r()ccc(I.

'1'his clrili slroLrlcl n()( l)c irll()$t(l t()
c()nlinuc. 'lltc I Inil('(l Sllrl(s slrottltl nol
lost siglrt {)l it\ g().lls in nc!i(niutin$ (ni
(lhinlr's \\"1() :r('(rssi{rr. lrut lroth sirlcs
ncccl to rcrncrnber lhxt slugnxti()n (nl
\\-l () r:rises possilrilitir.s I)f p()tcntiirll\
s(:ai()us rlcl.lilli\.c (l(\'cl(,1)rn(nls.

Ilflirrts br lhc I nit((l Stilt( s irn(l

INHERITED TENDEN-ctEs
ANt' NEW QT'ESTIONS

'lllr t s-Chin:r rcl:lli()nship is ()n lhc
ul)s\\'ing. brrt it does t'l()t f.r(e c()r11-

l)lctcl\ srD(x)tlt slrilinli.
-l'lrc urgc to punish li,es ()n in tllc

lls (i)ngrcss, \\'lrere ll flurtr ()f l.l\l-
drinutc lll:rneu!cring hrs reccotlv
\\r'rl(l((l \,,Ilr( ,,1 llr( csl)li(illv I)rni-
livc lrgislxti(rr inl)crited lr(nn tllc t997
s(lrs(rl t() tlrc Senlltes latcs( l)ctcnsc
rl)pr()l)rixli()ns I)ill. irr .l \\'ry thlt
nlakcs it likcly thxt \\c \\'ill see
lcngthl' rlcnunciuti<)ns ()l Chini $1itlcll
vct :rgxi,r int() t'S lx$.

ln (lhinx. lllc firll (linlensions (r'lllc
lrol<l lrrrrl llr--rcaclring c(()n()rtli( !tn(l
lrdnrinistrxliYl] stnr('Iur'all rcli)fiDs trn(ler
\\'uv urc slill rrnt lelrr to Arncric!n
lifills. Jnd l)crl)xps l() llleir Chincsr
(-()ulllcr-piltts us lrll. Thc short-unrl
I]re(liunr-tcon irrpli(uli()ns tor l'S rrrrtr-
penics ol tl)i5 l)crlctful r.rpltc:rral is

clrtrsc lirr r,igil:rrtr'c :ut(l c()nc'crn, cven
tlroLrglr tlrc cn(l g()irls ol the rcfornrs
xrr un(lurstk)nirl)l! l)r )\ilivc.

'l'lrc (rt('( rt:rinli(\ x( ( r)trllr.rn\ inl.l
Asirl s c(()11()r))i( trorrblcs ncccl lilllt'
clubor-at ion hclt' r\nrqriclrns sltor.rlcl
lncl rkr lr'r'rrrcl (-llinx tlre rcsl)c(t it (lc-
scrvcs lirr ils clli)rts t() slrstirirt c(()-
il(nr)i( \'ilirlil\' :rncl glrr$tlt \\itlx)rrl t:rk-
ing stcl)s thut soultl lrrrtltt'r <lisrrrpt
thc Asia'l):rciliL c((n)(nn\'. ell tlrt shilc
protcerling irll!'x(l \\'illt rcr\ diflicult
cc()n(),ni(' rcslrlraltlring. A lirll lronr tht'
tiglltr()pc \\'()Lll(l l)c ()l- ('()n((tn n()l
()nl\' \\ill)in (:llirrl l)ut tltrotrglrout rltt
rvorkl.

l'inull\. (-ltinil s osn lcltclcrs lr:rrr'
Itcn lt tlrc lirlcllrrnt irr l)inl)()inling il
falngc ()l v(r| sctiotts r.otl<trns llt:tl
j'tr.l(l(llc lll(' lvrr.rttclrt'ic. r,l- (('(,rl{nllr(:.
lrrrsir'rc,ss, l:rs'. lnrl govcrnrrtcnr. :tncl
nntcriulll' :rlti'ct tltc ('()n(lLr(t ()l c()rrr-
nr(.rcilI x(ti!ity lrr.'lrvecn (iltittrL lrntl
lircign f'rrrrs. llcijings ringing xtt:l(ks
rrn r'ntlcntic c()r'ul)ti()n lut(l snlrrgglirtg
point to prolrltnrs willl $'lri(lr li'$ li)r-
L'ign (()rt)plulics xrc (rnl'ilrniliilr. ls()
llrtrrl lrtrt rrtr r't':t.irrIll, r)rrrtt( n 'lrs io-
\l.It( c\ ,'l- i r r : r 
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trrsurrl lorr'rgrt lrtr.rtt(t.cr,,1)cr.rtir)g
\\ ilhin (:l)irrir. csl':,.r irtllv lrr'krr.ul-lcvcl
au(ll()rirics u('ri,rg unil:ll(.rxll\. rrrc p()'
tcnlixll) (lirnrlging l() th( r('l)ulxli()n ()f
(lllinx s ir)\ cslrncnl crvir(nrlrerll

PaT!t:N(] u,.t,vD PR()cREss
\\ rllr llr( l)rI c\( r)t\ {'l' llt(' .l)ring

lln(l (':trl\, sr.rtrlrllcr n{)\\' ()\'er, lll( l\\()
c()untrir.s.rl! lrar'k to tlrc lllsk\ ()l li)l-
los' r.rlr unrl problcnr'solr ing. _l-lrc

rlrngc 1)l irtili:lti\'(: ltnrl progr:tnrs
sprcacl otrl in Prrblic \ icl\' .tltcr t\\'()
.trr r't,..lirl rlrnrlrit n)((tirllts r( (ltrir( \
()rg.lnizc(l iltt('nti(,n f[(nn lrotlt sicles.
'l'lrJt. in llir I ilit((l St:rtrs, nl(':lrrs l)c()-
plc. lirn('. rtronet',:tncl l)ril in P(,\\'c r.
'l-lrcrc is no linlc l() losc. il tltc lirnvarcl
rIlt,rr)( rlItrrrr g(rlL|lrl((l lrr tllt' Prtti-
c[.ntial r isits is to bc nrrintainccl.

At lhc \llrlc lirrrc. \\'( rtrr trl) ltl.l:rinst
(lilli(ull .llrllrng('s ()r) w1'(), tlr(
An)cri.an I)uni(ivc-rctrilrrrtivc irrptrlsc.
rl)c !nUrky vi(issitu(lcs of (lltinu s Ic-
lirrtt prrr:'s. urtr.! tltt' trr'rtt,,r'. .lt.tkitt).1

tlte Asiit-l)rtcific rcgion.
'Thc trlrclc :rrtrl <(tr'r()!tri( siclc ol tlrc

rclatioltslriP. long tltc bur.klronc ol
$l[rtcvcr strrlrilitt urrrl civilill' has l)ecn
rl:linl.linc(1. r((ltrircs rlr()rc. tl(rl lcss,
rrrS('nt llllcnti()rt in tltc rvakc of rccctrt
( \'( 11l\ :|ll(l rrl llt(' l'it((,,l l(,.),lring
cltrtllcnges. r\11\'()11( \\lt(, tltkcs lirnrrtrrl
l)r-()gr'(i's iD lll(' (rnrlrr)(rcixl Jrcr)lr lin-
g[rnl( (l i\ rurking a rnistlrkc. ft,

E

(llrina to achicle \\,1'O pr()grcss halc
bcqn a kincl ol sefety valve in the
I nite(l Sriltes. $ith $'TO l)r()qrL-ss.
It,,u,rt'r rtt,xlc.(. lrlrrurs rrn tltc ltorr
z()n. it l)xs bccn possiblc to clel-lcr't
sonrc ol' tlrc prcssurcs fi)r nrorc nrili
t:rr'lt lppr()lrches l() China'5 lrxdc
rcginrc, lncl it ltas been p()ssil)lc t()
alrvisi()r'r il lrftredtr econonric scttlc-
r)rcnl \\'itll Chin.r lllal inclr.tclt-rl h()tlt
\\T() x(ecssion x,r(l the ending ()f tllc
xnnLrxl. Jngr'\' riturrl oYer \TR.

lf \\:'I( ) pr()!{rcss. fiu sluLlcver ree-
\rln\. (h'c\ l.r(l(, lr(,nl lh(' l'5-('lrn:r
rrgr'n,l:r. l : (L)nlr'sli( Pre:{lrr(. .lrr.ing
['r(nrr \'()lxlil( issur-s likc t11! ,ncr(h]n-
(li\t' trl(le rltfi<it encl the c()ntintrc(l
cxistcn(c ol structural berricrs to a

\\'i(lc rirngc of lirrcign business ectivi-
rics in (lhinir $ill seck ()tht'r. trnilatc(Ll
()Llllcts. Anrefi(xn rcversi()n 1() lr nl()re
()\'( nl) nlLlsculilr. rrnilatcral :rpproach
t() (,hinx ()n tr:ldc issLlcs is lr reltl pos-
silrility.'flrc rninn)sitv inevitably geD-

c.xtcd I)y l)ilxlcral tracle c(ntlicts hls
irr tlrt lTu:t sPillttl otcr tts huttk. irt
lr,rtlt r',rrrnuit.: it Lrrtrlcl cl,' so rtH:trn.

An<l of coursc. t|e drexry lnntrel \l'R
cxcr(isc is $,ith Lrs inclcfinitclv. bt'
r)r()sl:lnlrlvscs. urtlcss i slr(nrg \\'1'O
:rgrccrllcnl ciln l)c rcilche(1.

l-()ss ()l dire(1i()n ()n \\,"1O. in ()th(rr

rlrrtls. is likt'lv rr have ()tl)cr c(n1sc-
(luc n acs. lirrcsccn or ttnloresct'tt.
\\'ll.rt(\(, tlr( rt.rs,ns lirr th( tlrgllinj.l
()l ncg()tixting cnerg\'. tlre lrppJr(rrt
.k nvtl, rs n in I)r, rqrr,\r , ,Lrgllt o, n \irt)-
l)l\ t() l)c lr knot ledgt'cl $ith x \hnrlt
:rncl :r philosophic:ll suggesti()n ()l
"n1x!l)c lirlcr. '
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Secrets rhe
Srpply Chain

Distribtttiort
opliotts ctt'c

grou,itt,q, bttl
ntctn-y ura of'

cr clislittctl.t'
gt"c.y'btrc

I\tDtdl ll.tldi,!t\ ir
dir'lcttD tl lha I lofiA Ktrt,q

(l|ie t)/ t'hr t'.\-.hi,t.t
llI si Dr$ (,i )u Ia il l l) ir

t'ticfu llds b&', dl(4 Lrl

.lh)r /t.ltlt' I ()()l.l l.\-
(,:llitkt ll sittrss (.ittt ttL iI

,1,/xrr. I)islril)rrt( )n ()l
(;( x)(ls in (llliru:

Ilcgulxl(,r1 l:rirot($r)rk
Jn(l l}trsin(\: ()Pti(nl\.

Bttt()tE ANt) aFT!:R Rt:F()RMs
lhotrgh Olrinl \ (listril)uli()n sv:tcnr hus

clttngccl ntarkcdlr' olcr thc plrsl rlcclrric or
so. it still r:rrics r(llnilnt\ ()f tlrr' prc-rtlirrnr
(ril. l)ri()r tr) lltc nli(l- l98os. lroth prrrluetion
!rxl (listril)uti()n Ncrc trrntitrttetl solcl\. rrt-
trrrcling lo lhe (li('tJlcs ()l'll)( SlJlr' pl:tnr t:t(',
Iorics nlr nrrflc trr r'erl sllrt. :rncl hos nrrrch.
tcntrrrl pllnncrs tokl thc r to pnxhrcr:.

SlJlc (listril)uli()n nrr\\()rks (luring this pc-
riod *cre orglrr'rizrcl lrlong rigicl. rcrtitll
lint's 'lir'r-1 (lislril)ut()rs \\'r:r( !)(xtc(l tn Ilci
jing, Shanghrri. liuniin. rn(l (;ulngzhou.
(ittlngclong l)r()\'in.cl ticr' I consistcrl ol
ulrolcsulcrs in tl)c l)r'{)\,incixl capitrls anci
nrcditrrrr'siz((l r'iticst lncl ticr'-J u'h<llcselcrs
()t)criltc(l in srrlrller ritir.s xnd 1()uns. Wilh
r'ro rt]itrkcl lirrccs lrl uor-k, crrr'lr lcvtl ol tlrc
nclqrrrk Plssctl (nr I)r'()(hk1s I() Stiltc r'ctlril(.rs
luncl cntcrpriscs rrt tlrcir,ruo lcr'r:l or lo
s'ltolcsltler's lrt lltc ncxt lcvcl. lrs instruclttl
ll'onr lrlxrvc. l)istril)ul()rs cssc,rtiirllv pr)\idcd
krgistics scn'icc,s (lflrnspr)fl:lli()n lrnrl $lrrc-
h(^r'ing) rn(l tn) nrrrrkcling sLrl)f()n. I)istril)
ul()rs \\'crc not lrllo$t,rl t() intpon p[rtluttsr
tll.lt ritllt \\us rcscnctl lirr lirrcign tftrrlc trrr-
l)()rJli(n1s (lrl(.s). ()n(-( Jn it)]l)()rl cntcrcd

ost Ioleign investors in Chin:t. rcgalcllcss ol *,lt:rt sc(l(n tltcy
target, initialll, firctrs their attrrlti()rr or.r proclrrcliorr. Iicn, clcvote
as Inttch time in the I)r()jc(t I)r(,1.l:l nl t i( )lt ()t strrrt Ltl) l)llrse t()

rtnrtllsis ol rnltrkcting ancl rlistlibLrtirx.r issrrcs. lrt rtt:rr.t1' r'ascs,

invest()rs rcll'on Chinese partners t() c()ntril)ute expertise ancl netrlorks in
tlresc :rrcas. All t<xr ofien the resrrlt is a bceutifirl flrctorl olterating uncler
cupacitr,. perhaps recorcling str()ng sales (brrt little or no prr>fit). anrl tt,ing
tt1'r ltr.r cxccssivc arttount of s,orking capital.

It is tlrcrelirrc n()I surprising that strPplr
thain nran:rgcrncnt h:rs llec<xne one ol the
lrtrzzrrrrtls ()f (lhin.l l)usiness and the mentra
()l nrJnJgcnrcnt consultlnts Dcsigning rnd
rI]rl)l(nk nliDl.l irn cl-li\1ir( distril)ulion \\s
tern tl)irl in('( )rp( )rilles clch link in the chairr
lr,rrtr srtPPli< r lo cn(iLlscr lr't:rilrr-irrrlx,rt.
sl(nirec. srle. lrxn\p()rtrli()n. tn(l sen'icc ()[
grxxls-ir, rlsicr' sti(l tltan tIrnc. hoscr-er.
As :l r'(.('(nt I S-(lhinir llusiness C()uncil sur
lcv rcvculs, lnxny tTS ((nnpxnies (ite dislril)-
utirrn-rclutcd prohl(r15 1nn;1g thc t()p lltrcc
clilllcLrltics tlt'ing their Chinr opcritio'rs (.scc

l).1 l ). 
'lhc prr:lrlorrs slenr pri,'r.trily li(m thc

, lrrr,rrr'. li.tgrtt(rrrcrl st,rl(' ,,1 Chinir'\ L \rj.linl
(lislril)(rlr()n svstcnt, in rvhi<h remnants of the
olcl Stlrte-pllrnnr<l netw()rks c()-crist !villl
rrr()r( !)lrrkcl < )[ie ntecl tirrtes. encl govern-
rrrcrrl lrr,l(t1i,,rrisrrr tlt.rt IItut' I,rrtiln Ir.tnir i-

l)illi()n in rDilny lrslxtls ol supplv chxin ()p
(riltion\. As in lltc rctilil s(-(t()r. h()\\'cver.
nurl(,r{)Lrs lirreign conrpenies :lre (level()pir1!l

r'rculivc solrrlions l() l)urcxuc[ltic rcstricli(r]s
in Ill(ir clli)r(s t() slrr.rotlinc their sLrpplv
rlr.rrn. .rrrrl g:rin ,rn r.,lgr. rn ehrn,r's in,'rr'.r:.
irrglr crrrnlttitirc n rkc$ (.set, The CBR. .llm-
ulrn'-l:(l)nriln' 1t1t111. p..lJ).

FOCUS

I'tr lrcfut l)t r ltlit t.qt,r
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the c()unIry'. it $ls lranrlccl ()\'cr k) tllc
lppr()prixtc (listril)utorr lrf(is $ere tirr-
biddcn to scll tltc grxrrls c[rr,,'nslrc:tttt.

As Chinl gre$ nr()[c intcrcstccl in
tr:rding \\'ith the (nltsi(lc $t)rl(1, lc:r(lers
rc(()gnizcd llrt ncecl to lil)rrirlizc this
svstem. I ntil thc mi(l-1981]s. cuch inrLrs-
trial secl()r llil(l Jn ()iiieirl I:'tC lhxt
hought:rncl solcl [irreign prorlucts. :rr'-

cortling to c(ntrxl (lirccli\'cs, [()r tllc
firms unclcr thr- sul)ervising nrinislr\"s
:rrr.iprit's V itlt tll( rntn}(ltr( Il,)n ,rl rc-
fornrs in thc nri(l-191't0s. control grurltr-

alll shilietl aTvrtl tirxn thc (cnl('r to thr
provin(es lntl nruniciPulitics. s hich
gainccl thc right l() cstll)lish tltcrr ()\\'n
trxding conrpJnirs. llr thr lrt(] l9ti0s.
(krncstrc rnl(rprisc\ tllxt nrcl sl)!cillc(l
Inde \'()[rmes \\'ca( pcfiDillc(l to ir]rl)()n
encl expon (lireall]. 'li)dx\. as n1:lnv :ls

I5.0(I) enlities hevc trlcling riglrts. 'lhcsc
((nDpanics lrr frcc (r tftrtlc ntrxt pr<rl-
u(Is. \\'ilh ()nl) J snrxll nurrll)cr ()[ itco)s.
such xs pctr()lcurrr und gmin. still stri('tlv
controllrti hv thc stltc lltough sorne
prodr.rcts. inclrrrling ulcrrlrolic hevcr:rgcs
lnd phlrnracctrticlrls. urc sttplrosccl lo
he imponcd n(l dislril)uled b1' govcrn'
r)enl d(j.ignill(\l 6rr)l\. inl('r)\( L(,rrrl)cli
tion and tire prcvulence ()l grcv" imp()n
chrnnc,ls l)alc cllccrivr-lv er(xicd such
monopolies antl oligopolies.

Foreign hrms ckr nol cnjol'thc s:totc

lricling.ights rs their Chinesc ('ounl(r-
plns. Gcnelllly spcrrking, lirrcign nurn-
rrt:icttrrcrs rn!rst cngxg( irn x lh()rizc(l
Chinese tracling c()n'rpuny t() in)p()rt
lltrir e,,,J. inl(, r:l)inr tlt,rrrglr lillc.ign-
investrd ent(rpriscs (l'llis) u)ly (lirc(11)'

irrport n)rtcriills thcy ote(l lilr proiluc-
tion purlx)ses. Ov(r tl)e lJst li'rv yclrs,
lleijing als() hus gr:rntcd Iirnite(l tftl(ling
rights to li)reign firrls in [orcign trlrcle

z(Des (F'TZs) uncl upprol'cd u hencllirl oi
expcriolcnt:ll i()inl \.cnlurc lrlr(ling ((nn-
prnics.

At :rr,rtrnr.l tlru \.lrr( tjrl( tlr.rt lkrjrng
l)cgan t() dcccntrllizr thc Slxtc lrilding
svsIelrl. n).rnutuctrrrcrs Sxirlcd thc riElrt
t() scll (lircctl\'() aust()nlcrs. 

_[ixll$'. 
rrut-

side o[ thc agriculturll s((tor (\\'hcrc
the Stute s!'stem ren ins larycll intlct),
Chinls tlistrilrtrtion sfstcrn lics s()nlc-
stcre betu'cctr x plilnn((l ancl a nrarkcl
s\-slenr. Thr Sl tr s\':'tcrn slill cxisls. htlt
thc rigitl clcorlrrcltions bcts'ccn clclt
lcvcl. untl hets'een (liftlrcnt plns ()l tl).
systcnr. l'lrr'c lrrokrn drrrrn. Illrnul'lrcttrr
efs nlllv n()\\- lrvpass $'hr:lcslrlcrr lrntl
scll dirrctlr t() rctxilers. :rncl l-11.s harc
stt up lhcir ()$n (listrihuti()n nct\\1)rks.
)l()rei)\'er. thc tl)r(e tr:r(llti(nlill trcrs n()$'
corDpc'le lrg:linst cucll ()thcr rs $cll lts

agJinst ne\\'. privirlclv ()\\'nc(l (,(nrtPJ'

TrrE o!ftcraL t-INE
'lhere is rro singlc. ell-cncomlxssing

l.r$ g(lrt'rnrng l,)r('rllr) Pirrti(llxll,,n in
(ll\tnl)utron-r(l.rl(\l .l('livrli(\ rl (:llin.r.

rn<l thc lurr's Ihxl (l() cxist (listinguish
Itts ccn ntunr,rlrctrrrcrs end thircl-pant'
r'cr! i( e suppliers.'lhe framc$ ork lirr
lirI]r\ rl).lt lr).rk( pr(,(lu(l:' rn (:hln.r rs

nrtnc sttr iglllfi )nl ur(1. Accor(ling I() the
ir)rpk rDCnlrnA r(Btrlrtx,n\ ('l- \'itri('lt\ in-
Vesll]lcnl lx\\'s. l'l[ts nrrv clislributc,
tllcrnscl\'cs ()r thr()ugh xn xgcnt, xn\'
proclucl tltcv mrkc in CIlinx (cxccl)l
thosc Ii'$ ilrll)s li)r \\l)icl) llle Stxtc still
i( )ntr(,1\ (lr\lnl)rrl,r,n,. \l.ln r r [;r('l rr nl
\'cnlrrrcs n)l) sct up br:rnr'hcs Ih;tt
scn'c 1ls s:llcs ()llices ancl hirc tltrir o$n
stufl lo men llrcm. Tllc !'ertlure rn.l,v

lrgelll' lrol<l uncl transli'r tillr (()\\'ncr-
\lril)) li,r tl)e E,nxl\ rl rn.lk(\: rssLrc lrl
voi<cs [rrr salcs :lnd vrlLle lclclctl tlxcs
(\i|l ): .()llc(l payrlcnti llnd provi(le
scn,i(c and mrintcnxncc. These riglrts
(l() n()t rxlcn(l t() g(x)cls mxcle l)) tllc
ii,rcrBn P.rrcnt or :ln, i)l Il\ sttlr.rdr:trie.
()ulsi(lc (:lrini, or to grxr<ls ntlcle bv
()thcr hrrrts.

The lcgirl reginrc confrontrng a tirr-
cign firnr rvishing to irnp()( ()r dislril)utc
()ll)cr c()nlpJnics proclucls is I]rrrch
or()rc rcstri((ivc. irnd s(rl)jilcl t() thc re'
ccDtlv rcvisc(l (luiding Cxtxl()gue [or
li)reign lnvcstnr(nt in Industry (s'(,(,Trra

(,7Jll March-April l99ll, p.4). 'l'he cirlx-
krgrrc lists inclrrstrill sectors lnd conr-
nrtr<ilrl lrctivitics thitt llrc cn(1)Lrrtgc(l.
rcstrictcd. ()r (l()sed k) li)rcign invtsl()rs.
l-,,rctBn trrrrlc'.'(l{'rt)c:'lt(' \'r),llttl('r('(.
enrl ugency scrviccs (!vhicll in(lu(le
m():\l l()gislics firnctk)ns):lrc ()n lhe (xtu-
lrgue's restrictccl ll list. nreaninr{ lh:lt
luny lirrcign invcslorcnt nrusr tlke rhc
l' rrrr r,l' u ioinl v(nlrlrc. [rrr lirrcign
trlrrlc lnrl clistrilrr.rtion j()inl \'cnttrrcs,

)r ,r(r '\'er. 
lllc lor(.igni r rirrr\l lx,l(l .l llli

n()dt| cqlrirv prxition. enrl lhe i()inl vcn-
turc ultinrLtcly nlusl l)c rl)l)r()\'cd l),v lhc
ccntrul goYcrnnrcnl. reg:rrcllcss ol thc
ll0r()unt ()f thc invcslrnenl. 'lhcse rc'
(luircnrcnt\ ure irlenlir':tl t() ll)():'c :.Lt
l{)rth in tllc ()riSinxl crtxloguc. pul)'
lislrcr.l in 1995.

'Iir rlatc. thc ccntrnl g()\'(rnorcnt llils
rrppr,,vcrl .r It.tn,.lltrl ,rl :ino [,,rt ign
lr:r(lrnll i',rtrt rcrtlutr:. .tnr.l inltt l,,8l\-
li('s \.cnturr\. lrrrt no $'holcs:rling r'cn-

trlres. \cverthrless. nLrrner()Lls li)reign
lirr)lr lr.rv( lirtrnJ 1\:rrs.lroun(l IJ(iirng\
intrxnsigcncc, usuallv l:rr' obtlining kr-
, ul-lcr t'l .tppr,'rll'.-rnrl 'krnrng scrr.r-
tive issues ()l (xlnership. Acting ()n lhe
n()ti()n tlur iln\1hing n()l explicitlv fi)[
hicklcn eln l,lc legll. lirreign hrrns and
kral-lerel ltuthoritics have hecn qill-
ing r() rcsl lhc lirnits ()f cxisting lxNs.
all)cit \\'itlr a lo\ profile. As x rcsult. it
i:r p()ssil)lc t() i(lcnlif) lirreign firnrs that
p()t'i(lc ()r perfirrrn vinualll cven kincl
of clistribrrtion scrvi('c. cven th()rrglr
lhcir bu:'iness licenses mighl not
sprcificall,v '.rlkrN them lo cl() so. []LrI

such firms lre teking a celculated risk.
ll\,cn llx)ugh, ft) quolc ()nc PRC olficial,
-rn (.lrin:l PrJ(lic( f'rcr1 (l( ) llr( ()r).
thesc firnrs generel)y heve no clear lc-
gal lusis upon $'hich t() c(mduct lhcir
xctivitiL,s.

'fllcrc xrc. honevcr. a nuntl)cr ()l'

lu\\. in t-lrinrr lhirl l.\l(l) (rn Jislrrl\rli('n-
rr'llt<rl t,rprcr tlrirt (Jn xid 6rnl\ h,,rking
lilr l r,:rlid fi)undati()n upon which to
stnrcturc lheir distribution activitics.'Ihe
1995 Holding C(rnpany Law, fbr cxllnl
plc. iril)UlJrrs Ilrxt lroldinl (r,r)rp:lnie\
rnay provide agcncy scrviccs to their
invcstors. Specific geographical areus
hrve receivecl tseiiing s pern]issil)n t()
dralt tlrcir own [eSislrtion regercling
(rucling iln(l s,:lrel)()Lrsing, xnd tllcsc
rules tvpically are dx)rc liberxl lhrn nx-
ti()nal equivrlents. The C(nDpJny Ii\r'.
meanu'hilc, clxrifies the terms hy n'hich
xn cxisting FIE mxy rc invcst ils pr()lits
l,r ('t(.rl( ll rl(u invcstnlrnt not strl:jt'tt
t() li)reign-invcstnrent restrictions.

STRUcTURTNG
D I ST R I BU TT O N () PE RATT() N S

(. u rre nt e('()nontic ((,n(llli()ns rn
(:hin.r-rntcnsc iolnpcllti(,n. \l(,$ing
gr()$1h. :rnd r.rpidl! changing induslries
lntl consuntcr tllittldes-:lrc lirrcing all
frrms. Chinesc Jnd fi)reign elike, to irr
cus grcil lrttenlion on their:ixles and
nrxrketing stratcgies The rbilit\' () dis-
tingrrislr oneselt ta(rrr on(rs (1nrrp(til(,rs
thr()ugh spced\'. rcliirble serr,ice lncl
.(nlrpetitivc pricing is criticill l() 5uc'
creding in nrost tl]:rrkels-

THE Clll A SUSIXESS B EvlEw \qtrl'tl)\'t t )ttt'l)t'' lt)')s

FOCUS

nics unrl lirlcign tirnrs cugcr li:r a piccc'
l tlrc pir' 'l'lrt' rn,'rt'.r.c itt .,'tttl'rt1ilr,,n

hrrs sptrnctl kxrl conrp:rnies r() irttpr<)\'c
tllcir scrviac. btrl lhc currcnt en|iron-
nrcrlt is .hrrtlclcrizcrl b1' lt hoclgept gc
,,1 6r0r. urtlr r.lning I(\1 1\,rl xptnrsr
iln(l slaVing P()\rcr.

F'oreign firms do not

erio-y the same trading

rigbts as tbeir Cbinese

collnte4)alts.
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Cb i ttese d ist ribt t !ots

tcn(l t( ) l)L' tllt)rc tttt0'k<,1-

oriet t t ecl t ha rr Stu tc-

ott,tted.firnts, ltttt ltut,e

li trt itecl gtxryrupltictrl

scope.

(lhinx s crrrrcnt rcgtrllrt{)r! rcginrt
g(n(r.'ll\ l)r,,lril)it. li,rcign (r,r1ll).rni(.
li(nn iDrp()ninla pr(rhr.ls in() (lhinl rn(l
thcn sclling thc grx,rls thcnrsclvrs In
s(),r1r :r(1()rs tllc! tc(llni('rll! tr( c(nI'
pcllcd to us<, Sl:rl(-(lesign.ltc(l irnl)()n(rs
rrn(l (listril)ul(ns. l)ut i,rcr( irsingl\'. llrcs(
r(([lircllents (\isl in thc{,n' r:lth(r th:ln
prlcticc. 'lhor.rgh sorrtc lirrcign colnpu-
nies rrc c()nt(nt t() lll)p()int illr ilgcnt t()
hunclL: all sules to (lhinl or sintplr scll
on an lrcl hoc' l)xsis. nun!' hrrvc rlcvcl-
r:1'trl str.ttcgic-s (() r11()nif()r. ltn<l in sorttc
(r\cs ('()ntr()1. tllc irrlp(rn, slrlc. rtntl llis-
lrilnllr,,n .,1 tlr,.ir Irr,r,.lrr,'ls. I)i\rnlrrlii,n
oPtions firr inrp()nc(l l)r()([lcts in('lu(lci
! Local or forelgn dlstrlbutors
Filtls rlc\\' to tlrc (lhinlr nlrrkct. or st ll-
ing t() highlv sPeciulizcrl (rrr lcn' kr$
rnlrgin) sc('l()rs. nruy' not lt:rvc tlrt rr-
sorrrcrs r)r (lrsirc t() l)lxcc tllcir ()\\'rl
stuif in (llrinu or llong K()ng to ('slxl)'
lish, or cvcn rlr()Ditot tl)cir (listfil)!rti()n
nctrvorks. Instr':rl, thcy rely oo Ohi'
n( \( ,)f t()rr'iBn frr'nts t,, lt:rnrllt' tlrr' irtt-
porl an<l rlistrillrtion ol'thcir proc[rcts,
lncl clcsigr'tltc sorllcoD< in ('()tl)()r':rt(
Irc.rcltltrlrrlr.,r'. t) llrc(,t \\rlll lrrrtl rtvit,r\,
thr pcr'fornrrnee ()l lhcsc dislril)ul()rs
pcrioclically. (lhinrsc limrs ;lrr g(.Dcr'
:rll\ l(.\ ()ip('rt\i\( llriln lh(ir li)rLrlln
(()untcrplrns. lrr.rl tcnd Io l)c r','tlrkcl on
tllc nr.rrk(tir)! rirlt. A:.rcI irortt Prirr'.
llr(' . r ( I r : l r t I . r l.l 

( ' ,,i 5t.rt( r,\\'rtr'(l lirrrr\ i.
tltcir lrroacl reuclr. u lciovcr lit,rn tlrr.,

trir<litionel tl)aee-ticr slstcn]. ll()uc|cr,
thcsc firnrs tcnd to bc r(.rcti\'(. r'Jtlrcr
lh:rn pr{,xcti\'(.-rl)(\' sir)l)l\' 5(.ll t() tll(
or\t lcvcl. rilthur lh;rn rlcrclt,l'r rtr.\
l)usinesr'. l)rirxtch' osnccj (lltirresc tlis-
lributors tcnrl to hc rrrorr: llcxiblc.rnrl
ntarkcl oricnletl lhir n SI Ir-()\\'nc(l
[in]ls. l)Lll gtrrcrullt lturc linritrcl gr'o-
gr:tpltiral s<rrg'.

Lurgt-, scll kno*n lort'ign trurling
rn(l l()!lisli(\ (rnnpJnics strch .r:' Inclt-
(lpe. 'l\1. rrnd thc I:.r\l .\siirli( (i) :trc

rrll :rrtirclt tn'i g l() rslal)lish intcgftllc(|,
nuli()nrl nel$()rks in (jhinl. 'l h()lrgh
tllc) rl:rinr to hc uhlt' to proYirlt, IrXh
n)ilrkcling Jn(l logislics seniccs lo tirr-
eign firnrs. forcign clistdllrtors rlenlrnrl
nruclr higlrer nrirrgins tl)un lllcir Cl)incsc
(()unlcrl):lrls xrr(l thc I(!l:rl l)xsis ulxnl
rrluclr s,rrrt. Irr,rrir.lc tlttir .r.rvir't. irt
(lhinx nrxy l)c qucsl i{ )n:ll)lc. 'l'hcrc urr
,rl*,, ,r rtrrrrlrr'r ,'l .rrr.rll,.r Si11,' lr,reiln
rlistrilruti(,n ((nrrpJr'rics sct up l)\' tl(n1g
Kong firr:ts or lirrcign c'nlrcprcncrrrs thlrl
()llcr scrriccs ll lr (()st lh.ll generallf
llrlls lttrrt'cn lhr, t$1) rxtremes ol Slxte-
.\\ rt(.(l ((,nr|.1)i(s .rnr.i l.rrBc li'rr,igrr
lfuding (\nDl)lnir:'. l1()\\c\rr, thc legxl
l)lrsis ()l tll(sc firnts tr.nrls lo ltc opaquc
ln(l th(ir rc^'i.cs t1'yrirullY lrt olli'rctl
on u rcgion:rl (or ntrrnir'ilrlrl) husis.

I Representatlve offrces li)rcign e\-
plnlcrs llut \\'.rnt t() inlcr.rcl ckrsch'$-ilh
lh(ir (.hinl distril)ul()rs or bt nrorc
l)()ilativc in (lhirr:r oltcn lrsc ll rcprrsen-
r;rlivc ()1fi(( l() ir((()!nPlisl) llrese g().lls
Rcpr(.scnt:rlivc ()llic$ lrc pcrrDitlcd l{)

lT rlirrrn liaisrrn xctilities i,r llrc l'll(-. llLrt

rrre nol lllorr'ctl t() engxgc in prtrlit-
ntaking cortrntqrcilLl J(tiritics. su('h ai'
irnp()rting grxrrls {)r issLring inv()i(cs.
,\llrn\' rcprcscnllrtivc officcs havc repon
rrlh'lrecn Iinccl tirr condLrcting conuncr-
ciltl tr'ltnsrr.tiolrs in (lhirra. :.'cr cnhcless.
nlrnr lircign firnrs usc thcir r(l)rcsenl:r-
tivc oftitcs rts tlc litcto selcs ofliccs lirr
grxrls not rnxnlrfllature(l in (lllinx. In
su(h sil uirl i()ns, rrprcscnlltivc ()lficc
slrfl in (lllin \\'ill (ulti\.r(c .ln(l $'ork
\\'rllr \'(r\lr,trt('r:. lrrrl s'hc'n llr( trrttt
(1)nr(,s t() sign lr a()ntril(1, the oU.slrore
li)rcign l)rlrt\', nlrst likclV in ll(xrg h(nrg,
finulizcs tlrc sulc

l'in in(luslaixl plorlucls. onre the s:tlcs
(lmlrirct is signt'r.I. thc (lhinrsc enduse|
oftcn stlc.ts irn i l)oncr $'ilh $hicl) it

Itlrs rr.,llrtions. ()r il nr:r) inrlx)fl th(, I)r()(l-
!cr ilscll if il llirs lrl(ling rights. I"()r (on-
.Lrrrrt.r' Irr,,,ltr,'1.. 1111. lrrrt.rgn qrq111r.q61 i.
nro,.c likclt l() s(l((t lhr intp(n1cr(s) \\ilh
rl'lrich it sccks t() \\1)rk. 'lypicullv. thc

5 ,xl rs .,rlrl l', .r trirdinE (,'IllnIn\ in
lL'ng 1..,,ng. trltrrlr l:rinB. tl)( g(x,(l inlo
(lhinl. cl(.:lrs il tllr(,ugh (IsloDrs. rnd
llrcr'r clclivcrs it t() th( (n(lusrr ()r sclls il
to Irr.ul rlistrillrtr:rs. I:irnrs Iirr trtich svr-
\,i(c i\ ll vitlrl (rnDl)(nlcnt {)l- lhcir ri:rlcs
nrr\'find ll)c lclncs(ntrti\( ol]iLe l linr
il((l \chiclc. irs lllc (rn(( itsclI is prohih'
itcrl Iiorn tontlucting such rctititirs rrnLl

lrc:rl rlistrilrutors nuv llot l)e clpahle of
pro\ i(ling tll( s(n i('c r((prirc(1.
! Jolnt-venture tradlng companies
'l-hc clxrr to (lllinx's li)rcign trrrlc seclor
h.ts incht'cl ()p(r) olcr thc pirr'l llt
nxxrllls \\'illl Itciiil'U.l s Jl)l)r()\xl (, lllrcc

E

j()in1-\'cnlure lrrding c(nrlprnics. Thesr
l-irtlri'. \\ illl l-,,rcign inr cstnrcnt fronr
South Korea. lhc t:nited SIatcs, ilnd
.l;rpun. all urc krcatecl in Shanghai. 1'hey
nrr\ irnp{)rt Iinrlu,1. nt.rJe hy thc in.
vcsling partners groups or by thirtl par-
ri(.:'. l)lrl rh(ir tlorr nsllc.rrm (liJlril\rli()n
riglrts arc, significlntly cunxiled al pre-
sL-nt.

'l-he requirements for estiblishing r
j()inl-\'cnturc trxcling c(nlrprLny lrc ()ner-
()us. putting lhe r hc\'()nd the reach of
nr()st ((nnpanies. Govcrning reguhtkrns
stipuhlc lhilt D)rlinlxncl pxnn!,rs h()ld at
least lr il pt'rcent share. tt luthorized
I() eng:tgc in lirrcign trrdc. have an an-
nuxl trade xrlunre of nr()re thrn 5200
nlilli()n li)r clrt of thc thrcc ]!,xrs prc-
ccding ilpplicrti()n (rt lclst hllI of
Trltich nttrst come fronr e\p()ning). xnd
have lrrlnches or subsidirries olersexs
\\'ilh r l)usiness r-oltrore of Jl lexst Sl0
nlilli()n.'lh.'ftrreign plnner olust hlvc a

busintss volume o[ more dren 55 hillion
in the yerr prececling the filing ()f the
.rpplicati(D. lverage lnnull lrlde \1)l-
uolc $ilh (-l)ina of orore lh.rn S.l0 nril-
li()n the thrce years lrlirre filing tht lp-
plx.tti n .rncl ir reprcscnlJli\ ( i)lll(c in
(llrin:r tirr ut leest three veers. The tirr-
cign prn] ,lrusl h()ld xt l!.rst 25 perccnl
of thc vcnture.
I Free trad€ zones Of grertcr inlercst
to nn)st li)rcign firms tlran lhe ioint-vcn
trrrc tracling conlpxnies xre the opp()nu-
nilics prcscntcd l.x'Chin:r's 15 FTZS (.i(?
'l be aBR. September-October 1996,

Ir..16). I'he FTZs lre bonclerl zones Io-
crtecl in pon urees anrl possess cleurly
dcnrxrcxtcd lxrundaries ;rnd controllecl
lucccss firr pcr4rle ancl g<xrcls. The FTZs
lro.rrt r'orrrp.rr.rtirclr tlcxihlc regul.rti,'n.
!{ofcrning inrport end export lrr(le ls
r','ell ls q,arehor.rses and showr(x)rIts.
:rn(l lr:l\'r crr)( rH( d :rs (:hinu 5 tc.ting
grouncls lirr the libcralization of ckrrues

ti( c()mnlcrcc. N()$ here is this m()re
truc than ir V'iligi()qiao, the IIZ Io-
catccl in the PLrcl()ng Ne\\' Alca of
Slr:rngh.ri rs('(' p. II In \\'rLiglt'qil,r.
"s'lrchousing (()n'rpxnies rnl,v handlc
thc sillrs ilnd distribLrti()n of spare puns
.rn,.l the Prorisi,rrt r,f .rftcr s.rlcs srnite
for prrxlucts nrade bl the fc>reiglr plr-
cnl's in\,cstr)rcnts in Cllina.

Forcign firms nra,v cstahlish a rrhollt'
[irrc,ign-os'necl ()r ioint-\'enture trxding
(rnrrpnn\ in \\'ltigarxliao:ts s'ell as in tlte
()lher mzs. mzs \\'ere nol crexled l() fir-
(ilit!te thc inlp()fl of finished pr{)ductsr
ruIllcr. Ihe) $-crc envisionc-d !s ()ascs ()f
cntrepa)t tr.rde. s here lirreign 6rms could
inr;x rn----{utr fice,-rl s' materills or kits.
rssen)blc the,n.:rnd ship thcnr out of

.THE Clll A BUSI ESS REV I EW \tnttll\'t t\t, l\'' ltr).\
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l'rctttt et cotl)ordlc

pc t'spec t i t,e. I )(, rl1 (4)s t bc

nta.irtr isst t c cr l t.f'x tt t t i t tg

ule'r,slr.rr:s itt Cltittrt is ltott'

to cotrstlklala tlta

tlistrilttttitttt ttt t it'itits tl'
nt t t I t iple i t t t'ast t)te, t ts.

Chin.. \()\\. hrtrcrcr. lrfZ urrtltorities ul-
kru pnrclucts thll cntcr (()r Jrc Js\(.!ll-
lrlecl in) thc zoncs lo lre 'cl;.)oncd'--
lcg:rllr'-to thc rcst of (lhinrr. tlrrltrglr ln!
srr(h expon' is sul)ie(t t() uJrplir.ulrlc
tares ancl terill.r <xrcc il lelurs thc zonc
rLncl enters (ihinl proltr. FIZs llsr; pcr-
l|rit li'r'(rgn r',,rirl):ll]l('s to rJllrl.Un
lxrndcd u-ltrclrottscjr t() rit()rc,rllltcriJl\.
pilns. ()r c(nltp()nclrls ncccss:rn' lirr tltc
I)r(,(10(li,,n,,r \(n'i(( ,,1 tlr( h'r(r8n in-
r estor's proclutts in Ohin:r.

OPTIoNs tsoR INvtrsroRs
Hlis rrrir\ ristirl)lisl) tlrcir orvn sllcs

ar'trl clistribution nclnrrrks lirr prrxltrrlr
thcr ortnulit,r'turc in (lltinu: inrlcc<1. this
right is ()lir,rl one ol'tlrc llrr'tors thut rrrn"
!inccs iirreign lir,Ds r() in!cst in tl)(
I)ll(i l:[()o] lt (r)tl)()r.llc I)crsl)(,(tiv(,, I)ct
lllll)\ tlrc rrrilr,)r l\\lr( (r,rrl'rl,nlirtll in-
vcsl(n's in (llrlnu is lrou (o cr:nsoliclatc
llr( .lirtrl)lIr,D,r(ri\iti(,\ {,t rrrrrhiI)I(. irr-
\'(\lr)l(nl\ in (,r(l(,f tr' t'((ltr('L ((,\(\. illl
provr clliticnr.y,, uncl grrirr lcvcrrrge
thr()uglt gr(,xl('r prrclrrclion lrnrl slrles
rtrlttotcs.

'l he lrrrrcaucralic obst;rclus inrrrlvc'cl
in unif\'ing tlrc uclivili$i (r'|llls r(.us-
torntcl to lranrlling llrrir ()\\'n slrlcs lrn(l
rlr.lrkr'lrn8. h,)\\(\(r'. (.lrr lrt tl:rrrnting
(ihincsc rcgullrtioDs r(rluile Llnilnilln)us
cr;nsent Irortt tltc lrolrrd of clilectors ol
rn\' \'crllur( involrcrl in tlrt stlremc.
rund llris r'en hc cstr-rnrclv tlillitrrlt t<r

olrtlin. (lhinr.,.it, l)irfln('r\ tl)il\. l)1. l{)irtl)
t() cc(lc (rrlfrill (^cr s.rlcs lrnrl ntrrrkct-
ing lir ttr t i, 'tt. Ar\'('rl Ilr('rr .l\\r'( r.rti(,rl
s ith tlrslr. trlvcl.;rncl enterlirrllnl(nt.
'l'hct rnar ulso li,ur Irsing lll( nlxnirle-
rlc I c\l)(.rli\( lll(\ ( \l')(\l 1,, B.lin
tht()trgh ('(x)l)(r:rti\c \Jl(\ irn(l r)t:rrkct-
irrg effirrrs. (:()nvir)cing c\l)irlliill( nriln-
.rg(l's ii,r' (ii\t\i,'r)\ \\'ltllln Ill(, li,r(rsll
(()rrrl)rnr) trr rclirrclrrirh toDlrol ovcr
sxlcs ilnrl nlurkcling r)u\ rl\o l)c (lilli'
crrlt. cspeci:rllr il thcl li'rrr tlr(.ir'.rtc(,r's

rnaf lre lrrlvr.rsclV lrllecterl rrr thlrt tlrel'
rvill lurr no inlluenct. s-itlrin thc ccn-
trrtlizccl saI s ( ntuniZirti( )n.

I)(spit( tllcsc dilli(ulti(li. nrenv Iirr-
cigrr fi nrrs t'r rrrlronlc,rl s itlr rli..rPlr, rirrtrrrts

sulcr or plofitlrlrilitv ligrrlt.s hurc ltgrrn
l() ( )ipl()[(, r lrliotts :tvcnttcs throttqlt
rrltirlr tlrt r origlrt rtrlrrrt ([rl)li(,rti\( rn

\'(\llrlcrlt ()l rcsottrr'cs lj()r sornc [irnrs.
thrs ntl\' inv()lr( \c(king ir \\'.1\ t() c()n'
s(,lidJl( l()gisli(s uncl scn'ir'c. shilr otlr-
(,r\ .tr(. l,\ (t\tnS r,n ..r[.. .tnrl ril.lrk(1inS.
Asiclc li()rlr l)()l(.rrlixl c()sl \ilvings. (cn-
trltlizctl slrlcs ()l)crrlli(n]t cnulrlc r crrnr

lurl\ k, \l)('.ik \\'rth i'rl(' \'r,k1' In (.llln:1.

ostr:nsilrlt hclPing treltt' J unil'ic(1. ((l'
Ittrr'nt rrtr.rgr',,1 ll)(' l).lr(nl. (inrrl).lnr(\
creing this gr)rl Jrc (,\pcrinr('nting \\ith
.r nunll)cr of tlilllrcnt ulTprorrllcs, lTrrt

lllcrr (,lL,n\ rrr.tl lrr.,r,rullrlr ,irrrrltrl intr,
l\\'{) (lrt(li(}tic}: sltrl(gic:' l}ilsc(l ()n lrn
lil| \lr(r(ltrrc. rnt! u;1lr():tr'ltts tltut :cck
k,r.rl rrI ntitrt. l, l tlrr' drslrrl rrtrorr crlitt

(inllPirnir{ sceking t() sr,l ul) acrllrill-
izcrl rlrlcs (nilxnizrti(,ns \\itllin ln l-lE
lltntcsork rrsuullr clo \() thr()u{h :l
lrolcling or s('rvi.c c()r)rp.rn\'. r\ I)R(-
It,rl(linE cr'trrPlrrrr I/,r/:/ r/rlr,, is l)(,r Il-
t(ri tr, .r(l .l{ .rD .r}t( Dt li,r lll( ( r, )f.rnr( .
Ltntlcr its rtmlrrcll:r. pr<x'irling prrrr'lus-
ing. n)lrrkcting. rrn<l othcr scnitrs in rc-
tum li)r x c(nllntission. llrkling crrnrp:r'
nics genr,rallt []ilV r'l( )l tllk( tillc ()r issLrr
\Al irrr:ircs lirr gtxrcls ntlclc h1 tlrrir'
inlcstccs. ultlrough u lls hokling rrrrn-
penics upprorc<l pri()r l() tll( 1995 l)ls-
srtgc ()l tlte ll()l(ling (i)! p:rD) l.il\\ rc-

l)()rtL,(llI r(.t rr in thc.se rigl s

Ncvcflhelcss. sincr rr hoklinu crrrplnt'
lcgully hus tllc riglrt l() lrirc stull rlilcctlt
ltncl opcn lrlrnr'h ol-l'ir'r,s, it thetrrrtir.lrlly'
Ill:l\ s(1 ,ll).1 i.irl(. r)(1\\(,rk. A {rl)lri.li
c:ttr.,rl cornprrlcr s1'str,nr tln Pr'rrrlrrr'r.
sulcs lrncl \hl invoiccs frorr thc Jl)prr)-

Priek nr:rnrrl:rctrrinll (nlil\, in tlrc grr)uJ)
\\'h( n il sirlc is rr,rrrr<lcr.l. \\lrilc I)lr!ntcnt
lirnds c:rn I)( t(lnsli't.rc(l (lc(lrr)ni(xllI
l() ll)c r(lclJnt lrlll.

(l('ntrillizing silles un(lcr u lrolding
(-()nrpun\' s('cn)5 nr()sl P()l)r)lilr \\ilh (li-
vcrsifir.'tl inrltrstrilrl pnrltrcer.,. rvlro prr-
hups rtrc rnrrrc likch'thun ()tlrcr Bnns t()
:rlr('x(lr hxr( t.slxl)lislr(d u hrrltlirrg trrru-

l)rr,t\', li\('!) tll( (r)nsi(lcrill)l(' (\P('n(li-
tur(' rc(luirc(l (rcgirir(rc(l (il)ilJl ()l SJl)
rDilli,'tl .rn(l :rl l(.r\l lllt(( l)rc.(\i\litrA in
\,cslnl( nls). :\nv r(\'crllra :l lrol<ling trrrlr'
J),lrl\ (.lrr'ls lllrt,rrgll .1g.,1,t \(ni((\ i\
sulri(\'l t,r llr( i l)cr(('|lt l)u\i,l('\\ l.r\ ir]
(.ltina. lrnr.l this rclenu( nrlv Jls() l)c
\irl)j((l I{) l:l\:lli(n'r ir't tltc Itl)rtte trrrtntn.

lkrlding cornpunics :rsir.lc. u nLrrnlrcr
ol Po$crlirl t r rnglortre r;t tcs l)x\( \('t up
''scr'\'i.r' ({,rnl):rnir'\" lhilt \('ll th(' l)r()(l-
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rrcts ot' tlrc lir[citn prrcnt grouPs in-
lcstlncnrs in Ohina. Scenringlv tinorecl
bv r'onsunrcr-pr:dtrct onnu[rctr.rrcrs,
ll)esc seni(c (lntlpanies milv hc tlstill)-
lishcr,l in rlill,,'rcnt \\'.1\'s. In s(nne ('.rscs.

lll(\ Jrc \(1 ul) unLIcr .ln c\i.trnl.l l,:I)t
\(r)trrre: llll ol'the rXhcr FIEs tltcn sul)-
conlrlrtt $ilh lhr, scrvicr a()Drpilnr I()
ourr:rge :elcs rncl nrerketinq on thcir
Ithlrli. ln cssencc. Ihis nreirns thrt Ih!'
bulk ol the \'c,tlur'(s lllrrsl (1)llsent t()
l:cing ntrnrrl:rctrrring !'nlcrpriscr. ()rrll
(r)r()sl (lcolin(l u grrrranteccl nrininrtrrn
rctrrrn l)cl()rc lrurering to strch ln
llrr.lrlgrio]cnt ). \'hilc onc FIE opcns lrntl
slxl-1.\ 5illr5 l)ritncllcs thxl n)!rk!'t xll ()l

th! vcnlLrrcs'pr<xlucts. In\'(riccs nrtrst l)c
gcnt'r.tlccl rtnclcr tltc nlrntc ol tltc rclc
T lnt nrlnrrl:rttrrrsr. \\-lrich rctlrins titlc
until tllc pr()drrcl is vrld (thrrs. thc sel
vi(( a()lllpJD\-io lhis cllst, techniclllr
lu(1s ils Jn .lgcnt. n()l :l distril)ut()r). I'hc
{niac c(nlrpxnv chrrges the nrrlnutlc-
Itrr(r\ il ser\'ice fec or conrnrissi()rr.
$lrr, lr rs t.rr.rlr[, lrr Clrincrc t,l\ .llrtll,)fl-
ti(s :lnd is rrstrl tr funcl thc (rntrirlizc(l
salcs ortenizlrtiru.

shinghrri xuth()ritics hrrvc reccntlr lp-
Pr'r(\l u tttrr l,rrrr ,rl \ino-lirrcil:n joint
\'('nlrll'.,r ".:rl, s-.err iCc i,)rnl \(nlrlrc."
th:ll ()pclil((s xk)ng similxI lines ls thc
sul)-(()nlrlrcting nx)(lrl, $'ith onc signili-
tlnt rlil-lcrcn<c: it is pcrnri[c(l k) il('l xs
xn :lgcnt or clistribrrtr:r ol proclLrcls
rtterlc lr1' thc lirLcign invcstor's othcr
lrllis 'l hcrr, ts i, \\'tiltcn rcAlllilli.,n
l.lui(ling ll)c cstll)lislrllenl ol srrch t,cn-
Irrrc's. lrrrt olficiuls hare repone<!ly tlr-
vcloPccl grriclelincs n) thc clle(r thrt ll)e
irl|csl,ncnl vlrlrrc o[ srrch pr()iccts rr]ust
l.,l:rl :rl l(',r{l $i nrlli,rn rL'gi.l(r(J (Jlri-
lrl nrust I)c irt lcilsr S3.5 nrillion. uncl thc
li)r(ign l)lrrent rnr.rst alreaclv llrT'e [ile
invcslnlcnls up rnd runnin.q betirre the
srlcs-scrtitc lrnlrlrc ('urt lTc estlblisltccl-
Agirin. thc ill'hlirt( \'rnlurcs must llgrre
l() rclin(luish {hcir sillcs lcti\ iIies. Il tlrc
pJnncrs t{) the lmliitcs clitler lro the
plfir]cr t() th( scnice j()inl venturc. ()l)-

llrinin! a{)nscnt clrr'r I.)c tlilhcuh.

ADoPTING A

CHINEsE FACE
'lircd ol the r!,slricti(xrs inrp()sed (nl

lirrcign investnrents in Chinl. sornc lirr
rigtr t, rrttP.tnit'. Jr( r{s(nlr.lll\' {c( kinr.l
local toter l() l.lllin nx)re control ot'er
tltc, s:rlcs unrl tlistrilTution rrf their prrrl-
rrr'ts. lhcrc' rre t\\'() prirlllrr\' \'ehi(lcs
:rvlrillrble to such c(nupllnies: x i()inl ()p-

crilli()n ( /idrlfl,lg (/ltc) \'cnture. rnd x
lllillllgc ]cnl c( )nlrlct (crcl,I]b.r)) In
lllr li)rnl([. :l ti)reign .()lnpxn\. rslxl)
lisher u sPrcirrlizcd dislril)uti()n (()r)r-
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p;rnv l))'hirving ()or ol i(s cxisli,lS (,hinx

FlEs in\'(sl in r nc\\'i()int vcnttrl(j (()r
!lnin.( )rp( )rrtccl l)unncrsllil)) \\illr.r Chi-
nesc P.lnncr. llcc:tttsc lroth Pllnit:\ ir(j
(.lrine'r. lt'g.rl Irt'r*,rtts tllt' nc\\ //irrrl'lr{l
./i)" is considcrc(l il k).ll ctrtil\. irnd is

rh(,r(li,r( n,)l i'rrl)l(\ l tr) lll( \:lrl)( lrrDll.t-
ti()ns ()n dislrih(rli()n. ()r thc rig{)r\ls llP_

pr()t'all Pr()(css. .ls FlIs. \l()rt()\cr. if the
(lhincse pxnncr xlrcx(lv p()si'csr'cs trild-
ing right:'. ir n).lv h! p()ssilrr Ior tlte lirr-
cign lirnr to crnlrxliz( disl[il)uli(D xnd
.r'nrrr',rt lvrtlt irrl)r,fl(\l .tn(l (l,ntt('\ti
(xll) pr(xlu(c(l grxtls in tht silntc \en-
trrre. Tlrc li.ot.ti,?ll qiv',.r f()rnr (llrl
secl)1s l() xPPeill Prinlrril,v t() L()nstloler
!(x)cls n)xnul:r(lrrrcrs. clocs nrn qullilt'
lirr unv ol' tl)( lxx h()li(lxvs xvxil:rlllc l()
FIEs, rnd is tlrcreftrrc liul)i('ct l() lhc
standrr(l .lJ perccnl rntcrprisc lxx li(nll
thc hcginning.

(i)mp:lnit:s rlltl)()Llt [)r()fl{xl)lc f]Fls ()r

th()sr \\'ishing t() i,r\'()id fu l)cr in!'cst-
nrtnts nllt: scek k) entcr intl) r nlxn.lge
nlent c()ntril(1. $l)i(h rnrr! hc constrtrccl
to lllo,r thc [<rrcign lirnr cssentixlh l()
mrnxgc itr' ()q'n disril)ution r(tiviti.'s
\\tile .lctirtg undcr lhe trrvr:r ol'lt Chi_

nesc hrnis nanrc uncl l)Lrsin(ss li((nsc
'l hoLrglt thc l<S.rl lrrtsts l.r \(r(lr itclirr-
ties nllv n()t allr'lvs hc clc:trly tlc6necl.
mlnllgcnrcnt c()nlrr(I :lgrccllrents ()li!'n
reqr.rire rchtivtll littlc trpJront int'est-
nrenl. $'llr(lr ntir\' (\f\l.lln llrcrr 8r(^rrrrll
p()pulrrit) lnr(rng lrotlt inrlustrill ln<i
c()nsu cr goorls nrlnufatttrrers.'l-hc
arrangcmcnl t1'pir':tllv follo\\s tltis s(r'
nrrior A frrrcign firrD cstxlrishcs r rtlx-
tionship $itl) il (.hiDcsc c()nll):rn\'. ()r

$ilh il (:hincsr inrlilicluul qlro lutcr sets

up his ()\\'r1 c(nnprnv. thrl P()srics\cs lhc
r( qllr(il( lu\iD( \\ Irr!n.is l, 'r lllc f, 'rcign
Iirms Pllnnccl xctivitics-li)rcign xnd/or
dornestic traclc, lirr instlncc. 'lltc Chi-
rlesc cornPitny ll)en s(ll)c()ntfil(ls a (livi-
si()n (()r tl)( cnlire cnlity) tirr tlrt cxclu-
sive usc of thc tirlcign lirnt. in return firr
i c(nnrrlissi()n. 'l'hc Cltinesc P flncr nlxy
cl't<xrsc to he lr'tivc or ptssivc. Illc ii)r-
eign ((n)rpirnv is rl)l! to nrJnxgc ils dis-
tril)uti()n x.tivilics. lrut gcncrallf issues

sales lnd \dl inrrricrs untlcr tht Chi-
ncse firtt s nlntc

flc('iLrsc n]ltDllllrltlrttl (-()tllfil(ls xrc
relrti\(lv cx\\' l() (nlcr int(). thcl Jrc
poptrlar lrnr:ng lirrcign lirnts srckiltg rrc-
( ( \\ l( ' r(\tri( l( (l s(\ l(,r\ ( 'r .l('lir llrc\.
\\'hile lhc unlrttcrc(l rcgul:rkrn cn(iron-
Ilcnl n)rl lt lr lrrxrrt \\'hcn \c(ing trP lr
mxD.rgcntcnl rt)nlrlrct. ll()\\'c\(r. it cln
hc l hJnc if Jnytl)int g<rs r\'rong. \\'ith
no clclr lcgul lilrncrr'ork to tluril\ the
slulr,rs of lrsscls (llrnsli'rrc(l ()r (nh(n\ir'c)
belNccn (()nlftl(l plr'tncrs. ltncl no rlcar
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Frnus Wnrcn rN oN DrsrnrrurroN

PIR<tEPTl(rNs r()t)AY
llcsptrnclcnls i(l( ntilit.(l rrrr)l(11)r15 rcx-

sons \\'h\'(li\1ril)u1i()n is so clillicLrlt.
rr'ith rhe leck ol prolissiorrul. rcliuhlt
(lhintsc rlistrilrLrtors hcutling thc list, lirl
l,)\\((l l)\ i .rl)iltt\ to (r' Irol I)flir l.l.
(Jslr.ll(,$ l)rol,l(.t]r\. rn.r(l(.rlu,rr(. plr\\i-
.1ll inli slnr('lur(. tll(.high (r)sl ()l lruil(l-
ing irn(l 0rrintuinirlg (lislril)Uti()n n(l
t\ork.. uncl l:lrrclrtrcr:rlir' obstlclcs.
lJrrr(,iru( rirti( ()l)stru(1i()ns Driglrt l)il\ c
rlrnkc(l lcluli\cl\ LrN orr lirnrs lirts lrr..
cltusc rcsgx;ttr['rtls sr'rc :tskctl to rcflcct
tl)c ntirj()r clilficultics 1l)(\' (nc()untcr
\itlt tlrr'ir (rrrr('nl \(l-ul). lhr. ri(rr i.
sul)stlultixtc(l l)\ tll(, iil(t lhtt r(sp()n,
r['rrt. itlcrrtilitrl llr(' r(rr,^.rl ,,1 r(ilri(-
tron.l, ( | i . ( r r I r r I I i , , r r Iiglrt. li,r l,'rt,ig
c()nll)irnics rrs thc I:rtror'thlrl \\1)ul(l llrr\e
thc orosl lrtnclltiul inrpr(l ()n lhcir ()P-
(r:rti(nrs in lh(. lirlUre.

( )r cr':rll. clnrrrrrrr,t' r,, 'rls r ',rlP:rrtrt,.
l'cr-c litl rurtc likrly thlrn induslrirl (()m

lr.rrrit^ t,, l-trr.l rli.tnlnrtr,,n I)ri'lr(,n)\ .(.1-
ous. 'llris Ihrstration lcllcrrs tlte l'nrg-
nrcnttLl. rcgionu I nilltlI. rl'

t onsuntcr PrrxlLr(t (lislrilnrli(nr in (lhinil. :r

silullli()n lhilt lirrccs lirrcigrr sul)l)li(rs l()
spcncl lirr ntrrrc linr(:rn(l rcs{)rrrc(\ d(\'cl-
oPing :rnd rtluintuining (li\tril)uli()D ncl-
\\'()rks lhJn tllc\' ()rigin:rll\ t,nvisugctl.
( j nrrl).|l]rc\ \\',lh I- l irr\ ( \lrn( nl\ rn (.llrn.l

rcp()n 8r(Jt(r rlilliLrrltics tlrxn tln)s( \\'iIlr
rll{)rc thlln J. in(li(irling finrts sith ntulti-
plc invcstnrents ere lt'nchting frrrrn thcir
l.lr(:tl(1 (\l)(r(1x(.rnrl lrrlr.tP. linrhnA rt

clt:ier to cortsrrliclulr: lh(iI n]:rrk({ing .rrr(l
clrstrilrrrtiorr lirn(ti(nrs. \c\(.nhclcss. tlrc\
clcurlt'hurc orrt unrrxcrecl :rll tlrt,.rn-
s\\'(.rs. :ls l(,r!, Ill:rn lltrcc<lu:lflcts rtnk
(lis(ril)lrti()n irnr()n8 tlr( t()l) tllrtc .h.rl-
lcngcs tlrct t:r(( in (lhinil

FINDING THT:
RIGTIT CHANNI:L

Thc srrnct, rcvelrls thlt l'S firr)rs llr(,
c\p(rinrc-nting $itlr .r rarictv ol nretlr
otls lrrxh to structurc thcir nctsrrrks:rnd
plrvrit.rlll tlrstrrhtrtc tlrt rr pr,rlrrrt. irr
(-hinr ( s.,(, Figure l). Th()ugh ()nc (rnD-

Punv indicatctl it cnrpll: lirc <lilli,rcnt
(lislrihuli()n nlcxns. thc Jv(r:rllc Iirn)
rrscs t\\-o ()r thrcc. l,ri!itcl\'{)\\nc(l (lhi-
r'tcsc lirnts rre l.lr n1()rc poprrllr thln
tll()sc lhllt lrtc Stirtc-()!\'ncd tr.rsccl lr! -l
l)(r('cnt and 3U.5 prrc(nt oI rts1'lon-
(lcnts. rc-speclivcl\'). rrs thcY lcn(l l() l)(,

rnorc llcxihle lrr(l rrrxrkrt-(,ri(,nt(.(1. A
siTrl)lc p(,flion of tltc conrpurtics in thc
sumplc (65 pcrccnt) rrp()r'1 thcl hrrrrcllc
sorlrc slles tn(l (listril)uli(n llrct]rsclvcst
1l)is ()pli(r'l tlnkc(l scc()ncl onlv to thc
trse ol prir.atcly ()\\'nc(l (lhincsc lirns.
[]orcigt't clistribrrtors arc trscrl lrt
sligl'ttl1'morc th:rn (nrs'tl)ircl ol thc suor-

l)le. l)ut rrsp()ndents indi(xtrd tlrcsc
tlrnls 1)pi(alh ec.()unt Ii)r :r l'irirl\ l()\\

l)crc(ntl1lc of olerull srlcs. A srnlll per
cenllgc ()f the srnlple is inrl)lcnl(ntin8
t\\'() less-con\ention.ll l)ul incrc.rsinglv
contnton tlistribrrti()r stru(trrrcsi rlr:rn-
il8crrlcnl c()nlrl!L\ lrn(l j()inl ()l)crali()ns.

(innpJring lhc (listril)uti( nr nrctlr()(|i
preli'rred bv indusrrill rnd (()nsunlcr
rtt,rntrl:rrttrrcr. rcrclrlt r,'ttre int(,r(,.trnS
rliffcrencrs. C()nsLlnlcr prorltrct c'ottrp:r'

nies ui'! pri\'ilte (lhincsc firors nrrrt of_-

tclr. \\ hil(, inrlrrstri:rl ntanrrf_arlrrrcrs are
In)rc ill)l l() lrlnrllc things rllcnlsch'rs.
'l'hcsc linrlings lrc u n(lcrsl J n(lxhle.
gi\cn tl)xl nt:rnr in(lustrixl prrrlucts ere
tlt'srAnttl lor'.Pccil'ic Pr,x't.rr'. or in.
rlrrstrics und nr;ly l)c l)uilt-t()-()rder: c\'(D
tlr)sc thxt lrc rnlss-pltxlucccl tvpicallv
l)il:'s ll)r()ugll n() nl()rc lhlll,l (,nc ()r n\1)
rnltrrttt'rli.trics. \\lti(h f.r(ilitrt(\ in-
h{)usc (listributi()n. 1hc rlesire to pro-
virle elicr-s;rles san'icc :ln(l rn:tintenltn(c
lLlso prolrahlv providcs rrn incrniive ()
rn.ltr:'tri:tl Irr,rlrrt'trs to l.rlc (li\rrilruli()n
into tltc'ir rru'n ltrnrls.
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'lhc l'S-(ll)in.r Ilttsiness (irrrnr'il srrr-
rtrrrl i't lr (r, rll.lllr(\ tlr.rt rl,r lrrrsr-

ncss rrilh tl)( l)R(. lr) lc.rrn hos thct
trt rv tlrr'tlt:tttlruti,,tt r'litrIrtr., rtt (lltitt.t
'I hc lrt(''199- s!rrvcr li)un(l lllirl xn
rxenr'ltclnting lllili()r'il\ (Jr()tln(l ll0 l)c,-
('(nl) r(l)()rl((l lhlt (li:.tril)uli()n \\'rs
.u)l,'ng llt(. t,,l) rllr(.( l)rol)l(,ll\ llr(,tr
firrns l:r'c in tha nuinlxn(|. llrr rcslrrn-
clcnts corrsistctl ()l'fi,'nrs ()lx,l-Jting in x
lrto;tcl renge i)l \(\t()f5. intlu<ling rrrn-
sLtrncr lltoclrrrls. high terlrnologr. ora-
<ltincn'. r'ltcrtrirltls. lrgricultur(. lln(l pr'
lrrltrrnr lTroclrrcls. l(()uIIll\ 8- pcr(cnt
c\l)(fi finisllc(l pr(xlrrcts lo (:ltinil. iln(l
li( ) J)cr((nt:rlso l]r:rnrrlirctrrrt, thcr't. Of
thc rnlrntrllr(ttltrrs. :rror.rncl lrrll hare
nl()rc lllxn ll)rc( iny(.slrrcnls in thc l,l((1.

MARKDt PltNl:lRarI()N
Nt'rtrly'rtll ol flr tcs1-rolt<lcnts rcport

tllr\ \\(nk r."illr rrnc lo fir'e rlistributr>rs
in rrilj()r ('iticsi inrlrrstrilrl Iifins lrrc
tttorr' likc lv tllilr'r c'()nsunrcr pr)(lu( l
rrirnlrlu(lrlruls l() \\'()rk \\'ill) l s(,le dis-
tril)ul{)r in rr gir-cr'r r'itt'. Suncv rcsp(ni-
,.ler'tls tlrnkecl lll( crilcliir thcv usr t()
sclc( l (liilril)Lrl()r:' ( s(,c Figurc 2 ).
l{otrghh onc llli(l ()f r!'\p()ndenls rc-

l)()ned llrirl ll)cir pr()(hr(-ts rtrav bc ptu-
clLrsctl in 5l-loo (irics:rrtlund thc
corrnlrr'. 'lhc slrrrplc is sill)ilrrl\ splil
rn tlrc r'trrrrrltr o['Plovinces 6rnrs havc
tilrg(,t(,(l: r()uglll\' ()n(-tllir(l rDxf l)r
lirttnrl ncar'lt nuli()n\\'i(lc. ()ne-thir(l llrc
in lrss thun l1) pr(^inees. ancl the rest
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perlr t() lx'slnrggling l() (levcl()l) rn(l
luxinlirin ef[i( icnl. (r)st-(ll((1ivc st)l)
pl) chxins. Chln.l s rcstri(titc re$olr-
t()t.)'r'cginrc pr()h il)its li)rcig,r lirnls
[r()n) sctting up sl ril igl]l li )l\'lr [(l (listril)-
Lrtil)n nct$(nks \ritl) (lclrr k'gltl st:tttcl

ing .rntl lrtrrr'. lllctlt t,, \(LL ( r(.rli\('
\\,:rys xr{)un(l llrc restri(1i()ns (n l() r( ly
(tn Chinese llrnrs. rvlrich l),picrlly arc
cash-stnppecl, rrnlulrilirtr $ ilh r)n)(lcrn
rnarkcting te(lrni(lues, lucl<ing tnorl,.t'n
tucilities antl inli)rnratirrn lc(lln()l()g]',
encl highly krc:rlizccl.

I)espitc thesc problcnrs. tllc sLlncv
acvcllls llllll fS (rnnl)lulits l)tlit\c rc-
[ie[ is arotrncl th( (()rncr (s(? I]igur( t).
(:()nsLrrler c()rr)plrrli('s Jrr(l l'irrrts \\'itlt
tltrr'r',,r' li rr t'l ir)\'( \(rrr( nt\ .rI( lr.llli( ll_

lilrh'{)ptimisti( thrt nlrtn\' ()f tll(] (lislri-
bution rclrtcrl pr()l)lcrns lllev lil(c t()-
dar- nill e:rsc ()[ (lislpl)clrr \\'ithirl li\c
tc.rr.. l ltr' ,ltrcl' rcltr,,tt li'r lltr\ ,,1)ll-

ririsnr is the l)clicl tlurt (lhinl sill lx'
l,,r'rr.tl t,' r(.rt],^'(, r(,\ln(titln\ .tl.l.tin\t
l{)rrign I)xni(ipJti()n in (list.il)uli(}il it('
ti\iIics il:' I)ltn ()l ils ar'r'cssion lo tltt
\\irrlcl fratl( ()rgrtniz.ti()n. xn(l tllxl
tl)is lD()\'e \\'ill spur (r)rrpetiti()n tlrll
\rll lrr'ly' r,, *,lrtl.ll(' ll)( Ji\tril\rlior)
indLrslrv irn(l tlrerclrr cn:tlrlc :ttlrplirrs
t(, .trc.[]rlrn(' ll)clr (li\lftl)tlli,,ll .t(1,\t
trer. l'lrc, r.lt srrr. l,'r rrrilrk(trll)(rlrrrl.l
(Io(\ n()l Ir)l)l\' ll).rt I \ fil1r. \\ill irl-
nrcrlietclv U()ck to sct ul) lllcir ()\\'n
cxc'lusivc nctuorks rrr rclt solclt on
li)r(ign distlil)ut()rsi rurl)cr. il rcllc('ts
tllc dcsirc ol lls lit.tr]s l{) c\l)l()r( ls
rn,rn!,)l)lii,n\ .r. P .'rl'lt' irt lltt'it'
(lu(-l li, rl('\('l(,1)'1r,,(ir',D. (lli(li!(.
lncl aflirrriahlc (listril)uti()r nct\\()tks.

\i)l ll{ l:

l:rll in l)r1\\(,(.n Rr::rcl rclrirIs rtrc tlrt'
prtli'nucl tttc;rrt: ()l tr.lrtil)()rlittg g(x,(l\
\\ itl)in (llrir'rr. lirll<^rtcl l\ r'rtil. rtir, :tnrl
sl)ip. \l()st l'irrr)\ r(l)()rt ttstng l$o t)l'

llrrce drctlri)rls. sitlt li'rr r-r'lVing txtlu'
sivcll'on rrnv ortc rttodr ()l lrJnsl)()rlll-
I ir ,'r

Sit{r'rilicilrlt lt,.c'oLttt(s rc'r'eit'alrl,.' ltrr' :t

pr-olrlr,nr l-or' nrxn! rcsl)()n(lcnls
l-ll(^lgll nr()st in(liallt((l tlrc ([e(lit tcrr)5
llrr\' (xtr'n(l lr) lll(ir Llistril)trl()rs \irIv
Iruscd on tlrc rlistlilrrrtrrr"s Irisl(nv. llr(
rnajorilr gcrtcr:rllt (l(rrLrrr(l I)rrrrtr('nl trl)
lr1)nl rn \\'itlrin Jl) (lx\'\ (\1t' l;igr.r(' .l).
'lhc ur.,. orrnls lccc ir':rb[' l)icltrrc, h()\\
(,\'er, in(li( lrtes llris trtil\ l)( \\'islIlLrl
thinking. \\'hilc ()nlr I l)(r((nl ()l'r(-

slxrnrlr.nls s.ri(l ll)cv e\lrn(l cre(lil l)c
\()n(l ()0 (lil!s. :{ r perc( nt rcP()(e(l lheir
ll\crltg( J((()Llt'lls tccei\xl)lc r'xteeclccl
llli lill]c lr:llne. encl 9 percrr'tt inrli-
.Jl(,(l it \\'il, longtr-thltn 90 dx)'s. trlxn\
r-( sl)()r)(l( nls r'llrinrccl tltet hlcl ottt-
stlrncling :rcrounls rt:(cival)l( ()f r)nc t()
l\\1) \'(.itrs, (lx)ugh or()st in(li(':ltc(l tltc\
*ill cirt olt (lislril)Lrt(ns (n wh()lL-sxlers
()n(t tllc x(c()Lrnl ex.ce(ls 120-lll0
rlltt s.

ExPE(:TATtoNs
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-llrt' rcsrtlts trI tlte srtn'cY nr.tke c'lctr
tl)lrt rrll 6rol5. rcgar(llcss of size, sector.
()r c\l)cri(n(c in lllr (:llina nLrrket. llp-
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bunkruptcv Lr\\s in (lllinJ, lll('li)rcigtr
panl is ttnlikclr to olxrtin lcgll reclrcss
i,'r (irJcs ()l clisputc or il u Projcct lirUs

TH I R I)- PA RTy pR() vt l) !: Rs
|orrign hrrrs si:ltirrg to stll rnrl Llis

trilrutu Prrxlrrels nr:rntrllrclrrr<l lrt' rrnrc-
llrtcrl t ornpenics trrrrcnll\'l'ur'c crcrr
lrighcr lrrrrclIs thrrn torrpunics sucking
l{) (lirlI.ll)lrt( th('if,,\\'rr I}tl,(1u,1\. \i,\( rt

is r irtuelll' inrPossiblt, t() rr( ( i\'( il
u'ltolcsuling liccnsr,. l,ogistir.s licr.nscs
( tr.lnsl)( )rtx(i( )n. li)ru'rr(ling, lrn(l sk)[rl]c)
lrc sorttcn hrtl e';rsicr to olrltrirt, lrrt lrlrrc
lrt'c'n gr-lrntt'tl onlv on lr i{rinl-v( l1lrrr(
lrasis $itlr r\\() c\c(l)tir)ns-li)r' llS slril)-
ping ,il.lns Anr(.r'i.xn l,(,si(l(nt l.in(.\ l.l(1.

lrnrl Sclr'l.lrncl Scrl i( c ln(.
l\lx11v (1nrl);lnics rrislring to scll rrnrl

rli'trilrLrtc lrr,xlrrtr. on lrclt.rll {'l li,r(i8rl
r)t:rt l rl,r ('tu l'(r'.. tlrr,,rr,,l',rrc,. (,lr(r.rt( In
(ihinir (nr xn ugcnr'\' lxrsir: ll)(\' \(lc(l
rtntl strpcn ise tlru (lhint,sc Iir|lrs thut :rc'
tttallv rrrndttct thc slles lrrtnsltctiorrr ;rncl

t(rnsl)()fl lll( g(xxls. ()thcrs l)llcr strrlr
st'n'it'cr tlrcrrrscllr's throtrglr u cDolg,frrrr,
ilgrcer)r( 11t \\illl J (:l)inc\(.rlistrilrLrtor'. ln
srrrlr c:r.c.. tlrt. tirr'cign P:rrlr tukc:, u

rrrrtsi<lclabk risk. Sintt' tlte lrurincss li'
tcnsc lrtlrnlas to tlrt (.hin,.st ((ntll).lt\'.
inr(nl()r\'. inr()ir'c'.. ltnrl ll)(r(l()r(' :!('
a()trnl\ r(acivlrl)lt uru irt tltc (.ltincst

P.lfl\"\ nJnrc.
.\ [r'rr loreign lirrtts ltur'! t(ccirecl

l)(rnrissi()n lioor Ixlrl H()\(rrrlcnls I()
cst.rl)lislr (lislril)uti()n ((nt(rs (/)(,rs/),l,(

al.r()tt!.\itt) tllllt in cll((t lr(t rrs $lrolc-
.:rltrs li'r r.rs rrr.rlcri.rl. .rrrrl lrr,\llr(trurl
sLrl)pli!\. A.JlpJn(.s( .()n)l).rnr. li)r (\-
lrnrgrlt. h:rs:l ((nlar in lilrDjin thlrt sclls
(Lrl slr(l l() :Irlrr r,.,1:rt(l o]irnullr(1Ur(rs
It is :rls() lx)ssil)lc t() pr()\'i(lc tltir(l-p.tfl\
(lisl ril)ut i(rn s(rrir(,s hy's(.rin8 up:r
traclint ol surc,horrsing cornlllrrrf in :rn
I-lZ. s,)Ir( li,r(i8n (,,I]rl1,rni(r llr.rl. in
rcelrtl', lrrc ilg(,nt-(listril)u1()I,s hlrre rc-
r'civcrl Ik'r'nscs lrs ulurllt lirlcign orvnrr.l

(.r)tcrl)ris(. (\x'FOli) nrirnu,ircturcrs in
lrlls lrl sinrplv r(prckxging !{(x)(ls ()r
ciring ligltt pr(rccs\in{. ln suth cascs.
llle ((rnpxn\'. lls xn I'11., cxn i p()fl di-
r((ll\ tlr( ('flllnnr('nts it n('L'(ls li)r rl\
''rnllntll!cltlring' l)r()(cs:'. lrn(l cirrt Ihtn
scl ul) I)rJnrh ()m(cs in ()thcr l:l-Zs n)
scll thc prrrlurts. slrrultl i( clrrxrse to clo
so rrrLlr rrrrrrl:.rrrics.rrt.rrot likr.lr to itrr-
P n,rr tir.lrilrtrlc .jgrrill(rrt rtuJntilir'\
oI sell'krlrsn lirrrign proclurts. hos-

.\rtotlttr opti,,n (nr(rgrnE li', li)r(ign
Irrnr* intcrr,.tt,rl iD lin(lrng .r ni('lli rn
(.lrinx s (listril)Llli()n irrcnil i\ thc c()n-
\lrtr(ljrln:ln(l ( )l)(r!ti()o ol $holcsulc
rrtrrk(ts li)r (()n\lr]rCr protlrrr'ls.'l-lrcsc
nrJrk('ts (':r lr( t,,trnrl :rll r)\( r (.lrnil.
lrut:rrc cspcr'i:rlll c()nlnl()D ilr thc S()uth.
'lhcl tvpir'elll proviclc rtlll sprcc to
srnull scale rrholcslrlt:r\ (()r s()orctirrrs
rrrilnul'll(lulcrs) lLncl sc,nc l<)(irl rctililers.
()thcr \\'ll()lrsxlcrs. :rncl loclrl resitlents.
'lhc ctrstornrrs c(nltc t() lllr milrkct. l)uv
tlrcir g(x)(ls in cush. entl trkc tllt [)()d-
ucts $'ilh tlleor. [i)rcign-invcslc(l ccnteri
gc ncrallt inr'ltrrk. n lrrrhoLrse splrce lr'rcl
(lln I)r()\'i(lc frilnsp()rlilli()n scn'ices

N() t.()v F: I-osT
'l'ltorrglr ntrny lirreign nlrnrrlrrctr.rrers

('\l)rcss lr (l(sit(,to lt:rnrllc slrlcs lrnrl rlis
uilrLrtiorr ol tlrc ulrolc r':rngr ol'tlrcir'
pnxlrrcls llrtnrsclvcs. thr sllccr size and
,',,rrrplcrrrt (,1 (:llin(\r, ll.l'k(ls n(1'(,\:l-
lirl( tllllt rn()st Nill lr c to rrrrrk rvitlr lt
lcltsl u [r'rr' l'l{(] (()r f()r(.ign) \\hol(-
s:rk,rs. Anrl (.llinrsc dislril)ul()ts xrc c.r-
gcr to sell firrcign brrncls litlr grxrci
''l)lrll. l)csl)itc rl)cir .()r)rpleorcnttrv
ncctls. ltou'rrcr. rcllrlirrns bctrrtcn lirr-
cign sttpplitrs ilnd I(x'rl (lislril)ut()rs urc
oltcn ch;rr:rttcrizcrl hr hck o[ confi-
dr'rrct. tnrst. :rrr<l lovlrltt.

Iirr(iutr sul)l)licr:, crrotpl:tin th;tt Chi-
nr'.t',lr.trilrrrt,,r.. th,rrrEh iotPr,rrrnF
g(ntr:rll\' rcDlllin unill)lc to pror-irlr:
tlirnt lrtcllrutk rrntl thc sons o[ r'aluc
ar ul st.n'i(cs tr'Pir'lllv pr^ idcrl lrr' dis-
trrlrrrtr,r. r'l.r's lrr'rr'. .rrr lr .r* nl:rk(ling
;rnrl nrr.,rchundisinlr \upp)n I)RC distrib-
trl()r:. Prrli(ulilrlr ol' trrnsuorcr prrrcltrcls.
in trlrn (()n)l)lxin.rhrut lirrcign suppli-
(r:\'prl(licc r)l ,r()t grxnting lllcm cx(lu
si\,(. t(,rrit{)ri(s. llrc supPlier enlisls nu-
rr)( r()rls distril)ut(:rs to bo<rst sllcs
r'olLrrtt<'. shirt rcsrrlts in thc (lislrillLlt()rs
c()rrrl)clinr.i lg:rinsl cltch ()lhca lrnrl (lri-
t irtll I)ri( (s tIrrYn. l)ric'c. rlltl]cr tllrn
lrhrnr.l krr'.rltv, hc<'orrres tltc lruin sclling
point tirr lroth sholcselcrs rn<l rcteilcrs.
(llrincsc clistrilrutos enrl r,rP sith signili-
cltnt cltsh-llorr' pr()l)l(rns. sirl(r lllc) ()l)
(rir((,()n suall tiglrt n]lrrgirls lrr'rcl ioclrrs-
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trilrl cndLrscrs ()r (\rrsultcr ret:rilcrs lrte
olicrt skru' in nr:rking l)lynrcnls.

'I11()sc li)rcigrt firrls thlrt hlrr't, nrshccl
ink) ChiD:r lo ln't() fill lllc quirlil\" \'()irl.
nrcrnu.hilc. ltuvc firtrnr.l tllxl Iincign sr.rl)-

plicrs halk xt pri(rs tlur lllrrv l)c up t()
.J0 pc(cnt lligl)ur lhiln tlrosc' olli.rcrl lr,v

Clrinest irgistics firnrs. ll prontisctl eco-
n(nnic ru[()ruls [ortc (]hinese $holc'
srlcrs llnd I()gislics (t)rrlpuni(s t() tilk(
lctrrunl of lllr'ir trn(,(\)sts lr()\\'r\r,r
tllcir J)n('(. Nill rrr(r(.r\c. .rrrtl lirrt,igrr
[irnrs should [incl it cusicr t() (on]pctc.
As thc $crkcr Iirnrs *() l)xnkrul)l rnd
dlr slr()n8csl oncs trrnsolitl:tt(. :tntl l)lril(l
allianccs. r.listrilrtrti()n l)lr.ti((r silllilrr k)
th()t in rn()re <lcrckryt<l c(1)n{)nli(s:lrc
likclr to crncrgc. \1()st :lnillvsts (.\l)c(l
this P()(ess t() l kc xl lcrst l0 rcxrs

T(rEtNc TlrE r.rN!l
Vit-tLrrll! c!rn lilrrr sclling prrrlrrr.ts in

(iltirlr t<xla1 ltils k) c(nrl(n(1. rlircttlv ol
inr.lircct ll'. sith thr'lrhenonrtnon ol'
( lrirt.r \ tr(\ rrr.lrk('t\' -.r ctrl)lrUrrll\rrr
li'r urPon rlt.trrntls tlrrorrFh wlri,'lr rrr.
P()l1crs lLr( :tblc to lrr'Prrss. trsr[rllr illt'
g:rllt. th,.' lrtll l).r\,rx nt ',1' i,ll'r,fl ([rtiL,.
lund tal\cl,. fhcsc clllrnncls lrre Lxlrlcrl lrl-
most cxtlusilclv in Srrr.rtlt (lltitu. uncl cle-

sj)i1c Ilcri()(li( r-lLicls. urnlinrre Lo lLrrrlish.
i\l()sl g{x)(ls Ihlrt (,r]t(,r (lllinir ll[()ogl]

grct' cltitnncls lrre lrtlsclY clt< lrrrcrl. lo rc.

dr.rcc rrpplrr:rblt. cust()rDs (lulias. l{c([ra-
inH (n-rliminxting tlre rrpplir-;rblc \'AI is

frLr nrorr, <iilll<ult. rrnd nlrf inlolv,.. th,.,

isstting ol lllsc \,\l inloiccs. Iltrrtrglr
lh(. pcr'('UntJc(, r)l' (\)orplrni(s tlrxt l.lrt
c rghl ulilizing grc! tlr;rrot'ls is lrrrrlr:r-
blr hirlv lt,s. :rn\' firnr rclving (nr \(tt'll
nrrtlr()(ls ftrns tl)c risk ()l l)rin{: linc(l
:rncl hlYing it\ g(x)(ls irnp()undc(|. n(n 1()

nlcnti()n hrIinE its rcPtrtution srrllir:cl.
InsPc(1i(nr\ ()l' \usl)(.(r pons l)\' tt.anrs
frorn llciiing cxn rlsr) sl()\\ tlrsn tltr'
rli.rlr.rrgrrrg ,,1 (.irl.lr,. .tl,((li F .r l[r]t \
rl)ilitr r() nrrnr{c its srrpplr t hlin

VirluJll\ r.\cr-\ l\'l)c {)l' l)r()(hr(r (.nr(rs
Chinil llrr()ugh grcl r'ltunnul:. In sortte
('llscs. g(x)(ls cnt(r \\'ith()ut the (lir(,(t
knr:s leclgc ()r l):r i(ipxti('n ol tlrc lirr
cign rtrpplicr: .r llrrng Kong or l'R(i
trarling i.ortplnv \\ill l)u\ (llc pr()([r(t
fr()nr r (lislril)ut()r or strpPlicr alrroull
xn(l irlp()rt it tltr)ugll grc\'(lr:lnn(.1s.
Thc cosl srtvints :tchitrccl r.n:thlt srrr'lt
irnp()rt\ t() Irc priccrl loucr tlrun thc
s:rnrc prrr.ltrcts lhxt (nlcr((l kgitinLrtClr.
.rn(l \,'nrr'lirrr(\ I,'rtr'r tlt:rrt ,rn (rlur\ll-
lunt g()()(l iratuirIl! nLrnulrl( trrr(,(l irl
(lhina. As:r rcsrrlt, tlrr lirrrign srrpplicr
cnrls up cornpcling ugainst itscll, untl its
holrcst rlistrilrut(}rs (r)r it:i (llli l Irllis)
Lrsc rxrt. Jn ()ll)(r ('ils(s. tlrr li)rcign sul)

TltE CHtitA BUStitESS R EVt El/v \./,tt),t,t t\t.])t,r tt)t)\,t6
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plicr rllJ\' kno$' or suspcct thrt rarcv
ahlrnncls llr( Ircing errtl':krvccl. lrtrl rLrrns

:r blinrl cvc. \fi)sr 6rtrs lxlicrc thlt us

I,nB .r* tlrt.t k(,(,1) Ill(, pn11r:\ .lt .rrn) \
It'ngtlt-blsir';tll! nlexning th(' c(}ntflrrt
is .ignr',1 r.rrrirrl ,,rrt .rn,.l prrirl li,r rn
ll()ng K()ng-llle\- cxnn()t l)e llcl(l
Itgrtlly rcsgrnsil.llc li)r the !(tions ()l thc
lr.r(iin! (i'tltl)rlrt) r$lri.lt .trttt,rll' ittt
p()rls lh( g(x)cl into China) .lticrwxr(1.
'llrough tltis rkres uPpear rc l)c thc cJsc
in prx.ti(c, lhe l S Forcign Cr)rrul)t
l)rit(1iccs A(t (Jn ln)l(l Anleriailn c(nDnir-
nics li:rl)lc lirl thc rctions ()f tltcir rcn,
(l{)rs il tl)c l'S,lrnts:lrc t\\'ilre th.lt tl)cir
lcntkrrs :rrc 1ir)l:lling llle act )ct llkc n()
x(ti()n l() st()l) suct illegel bcllxli()r (i,(,
7l)(, aBl'. .lxnuxn Fel)rudn t996. p.26).

'l hc prcscnr'c ot the grct nr:rrkcr
gi\ cs uns(rul)lrl()us indivi<luals nrrnrcr-
{)Lrs ()pl)()rtunilics to set rrp ellhorirtc
distril)ution ncl\\'orks b:rsed on Irribcs
rn(l kiLkl):r(ks. P{)rci8n firols, dcler-
rrrin(rl 1,, l)url(l .r lrfcs(,1((, rr ( hrnu'\
ficrcc[' conrllr:titive rnarkels l)rrl gcncr'
rullv unplcp;rrccl li)r thc complcxit\'()f its
clistrihution svstcm. o[ten jre riPe li)r
thc pi( kirrll. Acr.rrrding l() Stcphcn Yick-
cfs. cxc('ulivc n)irnlrging direclor lncl rr,
1.1ional ltclrl ()f invcstigllivc rgcncl
Kft)ll .\ssoeiJtcs in Hong K()ng. (lisrril)U-

lion liilr.r(l ls on lh( .ir,r: Kroll llonc has
Itlnrllcrl orcr f0 such (.tses in tlrc llst
vcrr ()r s(). li) x\r)jd lllling viclior t()
lraurlrrlcnt Jcti\,ilv. \ii(kcrs xdYiscs ii)r-
eign I'inns to (\nl([lct dr.rc cliligcn<c on
tlrcrr' ..rlr's lrnrl rrrlrrktting r,x(.autir(.\
ltncl crtsutc lllal ()thers in the firnr enu-
Ivzc uncl ttndcrst:rnd the grorrnds trpon
\\lli(ll su(l] c\c('utivcs set up ll (lislril)U-
ti() trcr\\()rk. ()ther srrff shoultl llso
rcgulirrh nrecl \\'itl) ke) distnl)utors Jn(l
xuth()rilic\. in\'c\ligatc lrnonr-nrous lct-
lcri'. inlcn'ic\\' lirrnrer enrpkrtces. ancl
nlxint:lin inlcrnxl (()ntr()ls ()n st:l[l tnd
:'Jlcs prJ(liccs Vickers notes tllxt xll ()l

thc flrnrs cnnreslrccl rn fier.rclulcnt tlistri-
lnrri'rrr n(1\\1rrk\ \ullrrrd lr,,rn ntI,)lli.l
in thc rrrqror'etc hclcl<ltrarters as irlrg ls
pr(ri(s r()llc(l in, ln(l tended t() li)slcr xn
illor()sphcrc IlIll (rcated c()mpcliti()n l()
gcncftrlc sxlcs ilt :rny Lost.

DtsTRrBrrrroN
AND TIIE WTO

(;i\ (n tltc lrrrrr,etrc(rlic restricli()n\
.rrrtl ,,1r.rt1111. n,rtrrrr' ,rl tlrt lcgul rr,grrlc

Sr,\(Ul Ul (li\trrlruti.' \(.n'i((\ ln (.llIllr.
nrJn! l{)rci}ln Iirms rrc kxrking to thc
Vt)rkl -lrirclc ()rgxilizxtioil (V'1'()) t()
lrnrltl (ihinu k) (llrifu lnd stanrlarclizc
its lau s reg:ucling rlistlillrtion antl to lirr-
lhcr ()l)cn lhcsc scn iacri t() fi)rcign pltr,
ti(ip;rli()n. ln(lce(i, oltning (ihinus rlis-

Itt lYl'O ttrlks. tlta I'll(;
sitle dtts tt()t u'(tttI

(l ist ri bt t t i()t t of' sl rd !e.qic

co nt ttl()d it ies lo.litll ittto

.litrcigtt lttr ttls.

r)il[()\\' d rJnl]e o[ pnxluets ls lxrssiblc.
'1 ltc' trrrr sitles refr,rnctllr l[rrc nIr.lt. .iH
nifi(xnt p()gres\ in s()r)c ()[ thcsc areits.
lrut a numlrr of tor.rgh issucs rcntlin t<r

lx- resolved.

MAKING HEADwAY
I)istril)Lrti()n is u idrlv rcgan['rl us one

ol thc orost crilicrl d(ternlinxnls ()i l)usi
rtess sll(ccss in Chinlr t<rcllry. llotlr lirr-
rign entl domeslic firnls 1;l(c sir)rilirr dil-
lrrtrltir.'s. slrtilt st( rtr lrr)rlt (:llin:r'\
or'trlrttrtlcnetl. unrlcrcicvt.k ylcrl ltltr sicul
infruslrrrctrr rc": incxpcrt. rr nrlcrlir nrlcrl
l)lt(l (listril)uli(r') ('(nl)punicsi (.n()ft1)r)!ls.

lrirgmcnted retxil sccl()r: lnrl rcgionlrl
Ilt('l('('lr,,nr\r)r. l}trt l,rtlr lorr,rgn lrrnrs
l'lrcc burclucrltic rc:\tri(ti()ns lllitt pr()-
hil)il thcnl ftoru lcgallr in)l){)rting, s(ll,
ing. lnd sen icing pnxlucts in :r st[riglrr-
tirnr'rrcl nranncr.

l)cxling $'ith tllese prol)lenls is lillx)r
intcnsit'c, tiorc consunrin!{, lrnd l'rr.rstr:rt-

inr.i. l-l\,cn li)reign firnrs thut clcvisc ingr.
ni()us distril)Ution strutr.gics ofttn nrust
uliliz(' indirccl melhocls lh:rt .r'clte incl,
firicncies lncl rlisr c()51:' lirr this rce-
son. IrS finns arc kxrking t() (]l)inl's uc
('cssi()n t() the \\-fO l{) rDrkc thc l,ll(:s
rcguht()n reginle lrl()t!, o1tn. r.rlrritllrlc,
lurrtl transplrcnt.

l S firnts shoulcl n{)l .()unt ()n Il)c
V,-f( ) k) sohe xll lhrir (list.il)uri()n lr()U,
lrlcs. lto$'r'r'er. Chinls plrVsir'ul inlrlr
stnrrlrrrc lr-ill still lxke ycllrs to clcrrIrP.
lrncl the econorny r\'ill c()ntinu( t() un-
clergo rapicl lncl unprcrlictublc chungc.
Strrrrturll lnd ec(n1(nri( rcli)rnls. nl(n'e-
ovcr. $ill likclv pluce cxucrrrc lin nciul

l)r(ssLlr( ()n lnilnv Cl)inc\c (listril)uli()n
(()orPilrlics ancl nral lrlso u'rrlk hur'oc'
rritlt krr rttrt,,rtrr'ri lll( (li\tril)ult()n
rtrcnl itsclI sill likclt' trrnsolirhtc corr
sirlcreblr \.ithin 5-l{) lcilrs. Js (lllin
\l()rcs lr:rnsf()ftll thc rctxil s(ct()r Jn(l
(:hjnrsc \\holesalers sturt lilrnling rc
gionul :rncl nltion:rl ulliunrcs. All ol
tllcsc chxn{es. mcanu'hile. rr ill pluv orrt
xgx i,rst x|l xtDr()spherc ol'in<rrlsc<l
(\)rltl)ctiti()n xnl()ng ntlrnlrhclrrrtrs ln(l
scn'ir (' l)r( ^ 

r(l('rr. t

tllE cHlflA BUslf,Ess BEvlEw \tlltt')tl\', t j\t,,1\t tlr).\

lrilrution urcnl h:is lT clr a l)dr)ril\ ()l llle
I \ Jn(i tr,.l l. n(.8,)tr.llrng (:llin.r': J(
t'csrir:n prtrlrrol to the NT()..llpln hls
li x urerl prirnerilr' on tlistrilruti(ln rights
k rr ioint-r'cnture trxding c( nnDrnics.

As neg()ti:llions c()nccrning distril)u'
ti()n-rrlllrd s.-rtices rrrc ()ng()inll, it is

irnlxrssilrlc t() strte cltrigoricxll\' \\'l)cr(
lhinSs slxn(l or $hen tulks $ill con-
r'luclc. Ncvertheless. the s!,rvic(s ()ll'rr
(:lrinr tll)lcd rl ils V/TO \(l)rkinH l)x.tI
ne!l()li:rti()n\ in Genevt in \r^cntlrcr
l,),)- )x\ l\' trrnsirlcrc,.l ir \l.lntn! l),,lnl'lhc rrller n()t onl! tlistinguislres ltrNcco
trlclc lrnd distrilllion sc'n iccs. lrrrt lrlsrr
srparalcs vinualll c:rclr link in the srrp'
plr r'hlin anrl secks nJIi()n:ll lrcirtnrcnl
c\cnrptions lirr lll oI theur. F()r tltc nl()sl
p:lrt. (llc c\enlpti()ns xior t() prc\clrl
rvlttrllr or rn{iorit| fi)rcig,r-o\\rccl lrusi-
nesses lrrnr pr()\'iding :ln), scn'itc ukrng
lhs sLrl)l)l!'c[nin, llthorrglr thc ollcr
t[rs proviclc ftr limitcrl W]rOIl rrirding
ancl ulrolesaling xftet llve vclrs ()\\'-
('rcr, ('()ntl)anies sceking to inlp()rt xnd
rlis(rillrtc pnrclucts nrldc rutsitlc (lhinu
lN llfiliatccl ('(nrptnics flll into I scPrr-

r:rlc cltull()n' lnrrn those $ islting to strP-

I)l\ su(lr .(ni(c\ r,n .l Illir(l-l).rn! l).r\r\
Ii)rcign nc8olirl()rs rlrc iinting l() r('

<ltrcc or c,linrinlrle milnv {)f Clti!11:, rc-
(lucstc(l q(r.llificllli()ns and to rer'urc ls
l)()x(l r (icfinition of dislrihulion xs pos-
siblc. u'ith thc goal o[ ensrrring th:rr cuclt
link ol tlrt supl)l\ clrxin is coverccl lry
thr nc!l()li.lti()ns ln(l c()nnccted tr) circl)
()ll)cr in x nrelningful \\avi n:lr))rl). I)l
ctx:rclinlting phxsein peri()ds.'lllc l)li(:
sidr. nrcenstile. d()es n()l \\'xnt dislril)u-
lr(,n (,1- \lrJl(l.li(' r',rrttrrtrrlrlrL.r to l.rll irrr,r
lirrcign hantls lnd llso intcntls to pro'
lcct (l{rttesti('cnlerprises it tirrs rrrc n()l
\(l \lr,,nB cn()uglt tr, (',t)tl)(t( rl.liirn\l
rxltricncccl foreign 6rnrs

Asitlc l'ronr tlrr tinre pcri( oTcr s-lriclt
(:lrint \\ill hr,'-c lo removc nunl( a. gc()-
graphit. un<l e(luiry rL'slricti()ns ()n (listril)-
utt)n ()l)('rxti()ns ol frrreign firnts, I lS rrncl
(:llincsc ncg(rtixt()rs ilrc still locking Inlrns
(\,rr x li't! ()lhcr imp()nant issucs Sl)r(il-
rr.rllr. tilrin:r lr.rs rrrlrre.itnl (\(.ntl)tii,n\
lirrrr libcritlizrttkrn reqLrirent(nls liI l)c\li-
(i(lcs. li'ttilizcr, llcolxrlic ltvcrrgcs. to-
bltrr, phlrnracetrticals. mul( hing filnl.
srlt. lxxrks. m.rgilzines. nes-spepcrs. encl

l)atr()lcunl products. \ftrrerx'cr. (iltincsc
ncll(,liJto15 \\.lnl Ir, l|lrrt gr.rrrcll.rtlrcrilrg
rights r() pr()jccl\ Ihal xr(.cntrxllv ll)-
provcd. 1'he I niled Srrtes, in (()ntrilsl.
\\'irilts l() extcn(l grandfathcring to krlrlh
lrpprrrvrd clells to ensurc tllc lirtrlrc
regintc is n() n()rc restrictivc thlr,t tlt(
p,(sclrl ()ne. tlS ncgotint()rs also seek to
clirninlrtc cxemptions or ketp thcnt lo:rs
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A growing number o[ foreign companrcs
are using the Shanghai Vaigaoqiao Boncled
Free Tradc Zone (r,x/aiga<4iao), formed by the

Shanghai governrnent in 1990, to gel a()und
these restrictions. waigaoqiao, one of Chinas
li k)ndcd z(xcs, is desiSned to increase ex-
ports and allcviate regulatory pressure on tirr-
eign businesses by offering a variery of incen-
tives, including dun,and value-added tax
(VAT) excmprions for imporrs of capiral cquiP-
menl, raw materials. and spare parts: and pos-

silllc reductions in, or exemptions from. $'itlt-
holding tax on technology transfers. l,yin8
outside PRC Cust()ms iuri:'diction. VJaigroqi.r()
offers rrpprrrtunities in export processing,
bonded warchousing, and trading.

INcENTTvES cALoRE
Among the many advantages \waigaffliao

offers foreign-invested enterprises (FIEs) is

rhr dhility to perform multrple huriness
functions under onc entrty. lnrJ to cngage in
de facto distribution of goods. FIEs in
\0faigaoqiao also benefit from simplified cus-

toms procedures, liberal foreign exchange
privileScs, and the absence of expon quotas
and bond requirements on imports.

Waigaoqiae's tax incentives are no less at-

tracuvc. In general. non-manufacturinS com-
panies that set up in vaigaoqiao and that

[:nt ttt'is l](tss( )li n( )

fbreign company selling goods in or to China faces a complex
web of regulations. To do business there, most companies
choose to establish a local presence, either by investing in a

PRC operation or opening a representative office. Yet even with

TxE CHtf,A BUSIIIESS BEVIEW \tlrtritl)L't t)(tti\'r |')t)s

a local presence, directly marketing. distributing, or selling products that

are not manufactured in the PRC is still difficult, if not illegal. Conse-

quently, the maiority of US products are not marketed in China.

enuironments

havc husiness ternrs of at lexst 10 years are
suhject to a base income tax rate of 15 per-
cent rather than the 33 percent ratc applicir-
ble to foreign entities outside the zone.
since waigaoqiao is located within the
Pudong Nes' Area. FIE5 in thc zone also are

exempl until 2000 from Shanghai s .l Perccnt
loc l income tax. In additi()n, FIEs in
vaigaoqiao are able t<> defcr value-added
rrxes (VAT) and are exempt from VAT firr in-
tra-zone trading.

FIES in the zone can opcn kxh krirl-cur-
rency and foreign-crrrrency accounts. Be-
cause these accounts do not need Io be in
l-lalance, foreign capital or carnings need not
lT convened into rcnminbi (RMl))r dorncstic
slles can be settled in either RMts or foreiSn
currencyt and foreign curcncy accounts can
l)e maintained at the vhigaoqia() hnnch of
any bank, whether domeslic or foreign-
rrqncr-l Pavntent or collc(,tx)n rn [,rreign t'ur-
rcncv d€s not require approval or verifica-
ti()n, Jnd Jny foreign hank in vJig.l(x]irr ' 

(Jn

c()nUcfl RMB If J compirn\' $ith()ut J rcgrs-

tered presence in China is involvcd in tech-

nology transfer $,'ith a firm in the zone,
vaigao,qiao authorities may lx able to gnnt
partial or complete exemptions from with-
holding taxes. Royalties, interest, rents, and
other income are subject to a maxifllum $/itl'l-
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holding tax ol l0 percent for foreign
((nnpirnics \\'itl)()u r rcgistercd presence
in Chinr. Thii InlxinrLrnl lor enrities out-
:,r<k \\nrg:rrr;iurr t\ f{) pcr('cnl F(,r cntF
tie:i ti(nn c()unlries llut hirve:r tax treiltt'
$ith China. rhe r.lle \\'ill be reduced in
rcc()r(l:ln((r \\'ith llre trcxn'. tl)r fls com
panics. thc mJ)iimum ratc is l0 perccnt.

MaINT.AND tiNTRF.PdT
Loclrtcd lrt tlrc ol()uth ()l the Ynngtzc

l{rv,. r urt,.l in ll)r' ( (1rt('r , 'l (.1)in.l . thrivrnB
coilslxl r(gion. \r(Ligurxliao is wcll suiterl
to ils rolc :rs :l lrading hub. lhree typcs
(,f tn\'(,\lr))( l rl(,nlrn.tt(. \\.rrgl,'qr.rr, s

lrtmlsclpc-trecling. exp()ning. rnd tl xre-
Irlrsing
I TradlnB I-ikr (.lrina s {)rller rnde
z(nrcs. UliSr()(liil() pcrorils $'lrolh f()r-
eign<)\\'ncd trr(ling (()rrpinies. IJ\ crelt
ing x \'llillll()qix() (rr(ling comprnv. :rn
FIE can pcrforrn .r lrnud range of trading
rcli\'ities, in(trdinS inlernalionel. domes-
tic. Jnd intril-z()nc trl<lc. Thc FIE ten
purchasr. ftrrcign or clonrcsticalh' prr>
ducr(l g(x)(ls. uncl scll dircctll, in RIIB or
firreign r'urrencv. t() cuslomers ln Chinl
or' llrrorcl Sillcs t() cust(nners in Chinx
proptr (un lt condrrctccl through one of
\Vligx(xlixo's llon(lc(l Comotodilies luar-
kets, rvhrch clcilr g(x)ds through customs
lntl issuc \l{T invoices tirr a fee. Onrr;r
,tr,rri i.i |xPrnr'rl l,) (:hinJ nrcptr. lt-
pon cluties epplr'.

Dirc(t c()ntr()l ol salcs lirr multiplc
l)u\inc\\ i,l)(,r.ltr, 'n\ lrkr.lr' .rccr,unts. rn
plrrl. li 'r lh(r l.rrgt' ntrrrrhrr ()l aornpirni(\
lll.rl h.rr'(' l)(('n $'rllrng 1,, nl.lke lhr n)in-
inrunr .ilpitul in\'(srrrrenr of S200.r:)00 re,
(lLlircd t,, r'l)cr.llc In \\':trg,r,rqr.r,r.
'l-hough onlr'6..t sq krn. the z()ne has at
tr:tclccl 1()re thun J.000 tirreign lirrtrs.
prolxthly thc highesl c()ncentrxtk)n of
rt'6rstcrr'.1 (1)r)l)irni(s in ull rrl Clln:r.
RoLrghlv 95 prr(cnl ()f 1wui8x()qiao s rcg-
r\t('r(\l lnr'(\t,,r\ trrc lr.rcling (r,mp:rnl(i.
tn()st ()f \\'hich take eclvantage of thc
()PP()flunilY lo irDl)()rt pro([lcIs thenl-
sclvcs lnd issuc RiUll in\oiccs.
I Export processing E\pon process-
i|rg c()rnplnies in V'uiga()qiro henefit
frorn tlrc sanrc tlr lrolicla,vs offered in
Clrin:l s ()Ihcr c(()n()oric trlde clcvelop'
nl(.rrr 7 n(\-lltc l5 Ircrl.cnt cnlerprr{r
inc()nre tirx, \\ith rn inilixl t\\'o-\'err tJx
holi<llrr lrr<l srrbsc(lLlent three-\e:rr. 50
pcrcenl rcrlur'tion. lJur \higa()qixo also
ottcrs in(cnlit'es not arailahle in other
zr;ncs. (lhrcl ilnl()ng thcse is lhe duty
lncl VAl excnrption lirr capitll impons.
$hich inclurlcs. hLrt is not limited to.
iterrls th.[ .rppear on the restricted B'
list of thc revisecl Gtriding Catalogue firr
F()rcrgn Jnvestrncnt in lndustn. Cener

.rll\'. c.lpitll rquipnrc!'ll lhtt is used ex,
clu:,i\clr $itl)in lhc l)ondcd z()ne is ex-
cnlpt. flF:s in V:;rig:ro<liao lhat exp()rt
n)orc lllan -l) pcr(cnl of uhlt they'
pr()ccss rr(,rnlillc(l I() tr rcduced \AT
rxtr ol l0 pcr(cnt And lh()se of rheir
pro(lu.ls s()ld \r'irllin Chin:L mav be
Irxcd xs c(),11p()ncnts. \hich is often
less thun the tarill ()n fiDishe(l goods.
Export pr()ccssing conrpanics ou(si(le
Vuigurxliao rnusl first plry the full l7
p(rc('nt VAl ()n irDl)orls. rhen apply for
rl retirn(I. Ovcr lhe pist severxl years,
rcliln(l r.rl('s lt.rr( 11u(tuJI(,(1. cJU.lng
.onfusion rnrl disnrpting cash flo&'.

F:xp()n pr()crssors in V:riga(Xlilo crn
set up [l()rc flexible krgistics and opemt-
ing structrrrcs. \\'hich enll)le them I()
rYoid thc rlsh-flon problems often
flcc<l bv tlrcir (()unlcrprrts in other
zont. in t.lrin.r \ilil.l.l,xlrJ0 rcqLrires nei-
tlrt'r' lr, ,ntl. l,,r tntfr !fl(,(l Er tlr n(,r ntrni-
rrll ll cxp()rt rxti()\. -And $hile compa-
nrc's ,'rrlsrrlr WxrSJ{)qi.lo ntust (,htJin
:t(lvrn(c(l ctrslonrs clcarance for elch
inrpon and cxp()rt, those in the zone are
onl) sulri(1t Ii, l)i-irnnu.rl r((,,nciliJtr(n).
Beclusc of perceived xl)uses, this policy
is currently rrnclcr revia$,, ho\\,ever.
I Bonded warehouslng 'fhe drird type
of in!'rsoncnl in \vaigil()qiio is tlte
hondetl *:rrchouse. ln China proper.
lrontlecl uarchouscs eDj()\' i three-veir
tax holitlav cluring strtt the first prof--

itnl.llc ttur is trx-frce, end the suhse-
qucnl I\\'() \'crrs:rre t:lxed :lt i reduced
r.tl( (,1' - i l)(,r(rit. I.tk(. ',r'.rrehousr.s irr
olher z()ncs. th()sc i11 \\li8a()qia() can
sk)rc 8(x)(ls lroncl- ancl tax-free, n'hile
n()n-lrfz \\'rrchousrs mtrst obtain bonds.
xnd xrc cligil)le for tax-free trextment
onlv fi)r thcir lirst yeur of operarion Io
aclclition. wlrrchorrscs in FTZS are n()t
limitccl t() x(ting xs st<)rlge frcilities. FIES

can c(nlduct simplc processing such as

laheling, nrarking, sorting. xnd packag-
inB fllii or:r\ ,rls,r nrn .rtier...rles scrvrr'-

ing ccntcrs out o[ thc warehouse. FIEs
nu1 6nd it cusier l() set up lr \\'arehouse
in \\:ligx()qi:l() thln in orher free trade
zoncs. Villr pr()pt:r reSistration. irn\'
bLriltling in \\:ligl()qit() ctn sen'e as.l
Nitre h()usc. htrt lruilclings else$'here
nrust bc inspecte(l ln(l ccnthed as Nare-
h()uses l)\ l)RC (irstoms officials.

Vligil(xlix() s Ilrnclrcl Tracle Zone Ex
hil)ition Ccnter scrlcs as both n sho\\-
ro,:ttl .rnrl .t tr:tclrng !(,ntt(. flF\ in
Wxigil()(lil() lhLls ciln enlirge in direcl
selling, whilc oiosl FIES elscwhere mlLst
()l)txin inrp()rl-exp()rt rights to do so. To
tric lll( (\hrl)lli,,rt (cttler. FIE\ in
V'.rigil()qilo lrt: chirrgcd Y9,000 ($1,05.i)
per ycilr. ts rvcll as:r transaction fee for

lVaigaoqiao's

Bonded Trade Zone

Exhibition Center serues

as both a sbowroom and
d. trading uenue.

each tr:r<[', equal to 0.1-0.2 percent of
Ihe trlnsicri()n s total value. Goods
tradccl through tlre exhibition center
end s<rlcl to cusl()nters based in China
prop.,r receivc a 25 percent VAT reduc-
ttr)n. $'hich rcprcsen$ lhe local govern-
nrent s shirre of thr VAT rci,enue.

For man,v companies n'ith multiple
operations in China, establishing a trad-
in8 ('(,,I)P.rn) .rntj lrondcd q'urehouse in
Vraigiloqiro elses product service and
distribution prohlenrs. Such an arrange-
rnent oftcrs Jn FM lh(: lrroadest busi.
ness scope ancl the nrost control over
procittct sales avlilatrle in China.

THE D()!VNSIDE
Tlrorrglr thc lrr.lllrntlgrs itrc numer()us,

Y:ligl()qiir{) drrs hlrvc somc shoncont,

Business Culturc
in China

Ar t dqt rtu4 toar oJ th Purl Ri,,' Dtba
iacbdiag HONG KONG

Visit
t Dtc n.tlon. I Radlon o t ltgysl o prn c n t

aww.irdpt.com

| -888- 4380468
Af icattod D.adtu: Noi. )0, 1998

. A crash course on Businoss in China

. Led by U.S. Profossors, cotaught by
local experts and protes'sionals

. EnterprEe OnSte visits

. Specifically tailored for middle to upper
manaSemeot s€ekrng an overurew

Jan.t tu Jan.l0, 1999
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FOCUS

A.fitrcigt r cotnpa n-t'

cdn usc ils !radirtg

c ( ) t t t Pd t t.l' i r t lY/ct ilqct c,tq i a o

t() tltan(tge tl.te sales ctttd

cl ist ri bt t t io tt r f' prodttcts qf

its C'h i rta (4)erLttbns.

I\u\)R r r\(, ( i)ttt,(,\t \ rs r ()R PR()( [ssl\(, -\\I) I)()\rris I I( s.ul\

l) rills ( h rn.r

l) r ill\ I s,\

incrc.rses. lUucll like tltc
vestnrenl th:l helprd fuel

P R(]
distributo.s

- 

P ).lutts
------ ( t'Dtl]!),t( Ir

flation in l()()J 9.r xnd proruptccl u

,'l.ttt11, rl,'rrrr ,,n (r(\hl. ('\((.\i\r:t, lr\_

itr rn \rrig.rrxI.r,r rn.l\ ('\L'nltriillv l)rinA
lrlrotrt policv rctrc'nr'lrrre nt. ln fect.:t
rrrrrrrlrr,r,rl- \\'lrig:r,r1r.r,, inr,r'\lnrr'rrl irt-
(L.nli!1. .! (i 1;q1 1,,11,'1.sr'rn. cxprrr, in
200{). 'lln)ugh lhc rcccnt (lr()p in invcst'
nrrnl lcvcls orrry l)r()nlpt ollicills to
pr,rl,nr! Ilr(.sc iIr(l ,,llr(r rn(r'lrli\'(s. i( l\
t(rr' \,x,n I,) t<.ll rrltr.tlrr'r \\.rrl:rr,rlr.ros
strrtrr.. in p:rnicular, * ill lt lftlctccl

STrrr- A
PR()MISIN(i ('PTI(,N

l)cspitc lllc zonc's drln'backs. an
l:lti \\ith :r l)rrsincss cntil! in $iisr()-
qiao nlrY bc alrle lo <4>erelc more effi
ciL'ntl) llliln it cor.rlcl Nilhout such an
()P(r.rli(,n. l \inB J \l.rl(-(1,nlrl)llc(l iltl

Fr,!:xtltIl,trY IN A

N (,'I'- S O - F I- E X I B LE M A R K ET
li)r tlrc rirlc lx'ing, \\rriglrxlieo pnrh

ltrll phrr iclcs intcrnilti()nJl invcstors lml
l.lusincss rltrr[4rnrcnl nllnlrgers the ()P_

p()nunil| l() (rcrl( thc or()st llcriltle pro-
(lu('ti(nr stnr(turc\ ltncl ltltvc the greatest

control ovcr lllcir I)llc distril)uti()n xn(l

'.rlts rlr.rnrttls ,'l-.rnr l,x:rti,rn rn Cltitt.r
ln<Lr.'rl. \\rrig.t,<1r:rr,. 5tr(.'(\\ in in\liltrl-
inE lil)crlll rcgul:t(ir:ns ntltt-holrl thc
scctls ol tlrt zr;ncs <lctttise. Mxil\' ()f its

p()licics lrxve rtlreuily ltcn acloptcd b1'

()ther lx)ncl('d zoncs. l\'loreover. Special
I_:,'r,n(,nri(' Zo,lr'\ .rrc nr)\\' rcq(lsslinll
l)crurissi()n l() inslilutc poli(ics sirnihr l()
v'lliga()(li.l()'s. !i/lr('thcr wiligu()qixo sill
olli'r crcn nl(nc inccn(ivcs lo st:tY ahclcl
rrt thc glrnte renlLins rrnclear. t

s usttlirl in

\rri (;ir{) (Jir() (trSA) lnc.. a:'trb-
sidi.rn of Shangh.tr \\aigloqiart Frtc
'li';rdc Zorrr l nlc(l l)cvclopment Co
l.tti. o1>cnctl li,r hr.rsinc's in Ncq Ytrrk
in \lx\ l{) pfi^'idc .rrnsulting scn'iccs
l rl rttll)JnrC\ IOI({( \lc(l Ll In\,C\lln8 in
\\'iligir('(lrl() .rnd thc I'udong Ne\\,
.\rcl. llre ollicc lrrovides gcrrcral in-
,(lrrttilll( rrl ('n rnlril\lt1r('llrr(' t r,nclitt0n.,

P|clcrcntilrl Polieies. uncl inveslrnenl
rr(lrrir(nl('nt:' .rncl r:lfcrs lle-Irlsc'd rcl_
lic'cr. suclt ls ltclping (l)npinics un-
rlcrtlrkc trlrrkct rcscarch, lflilngc visits
to Shinghui,.r,r(l irnp()rt g<xrds tiotn
(.hina 'l'hc (r)nrp!nl' is also inrrrlv!-d
in cxl)(nling t S l)r(xlLr(l:, t() China an(l

aims eventually lo senc as a salcs
r8cnt. panicuLrrl) lirr huiltling materi-
als, lronrc dcc()rati()n. and consuntc'r
gcxxls.

-Dqrtene 
,l!- Li.to

l-ilv-hr
Uxi (;x() (2i1,' rtisr\r ln..
Onc \tiirrltl llit(lc (:(ntcr. Stlilc u929

Ne\\ \i)rk, NY l0(Illt
'lel: ll..l .rJ2'(xx).l

tjrx. lll rJ2-{)()lii
I'.-nrrril: lil\-l( ltu@ir( )1.( ( )nl

Wer Geo Qreo (USA) Inc.
OpBNs rN NEw Yonr

ings. llrt zonts l<rr.utirrn.10 kilomcrers
n fllr(.:r{t ,)l :lr:ln*ll.li n)Jk( s .rllr:l(tinN
tulcntccl l<xal prollssionlls ditllcult. And
rultllrtrgh lur liont rkrsntosn Shanghrti,

rc;tl cst:tte in \\'iligx(xliJ() olien is nxrrc
cxlx'nsivt tllrn in ()ther invc\lrncnt trcrls.
ctcn (cn.lirl lligh-rcnl dislrids ()f ccnlrxl
I\rdong. \lrrcotr.'r. x \\:lilla()qiro minLl'
l:r( turcr' ()r (listril)uti()n c()ntpJny th:tt
$'ishc\ t() \ct up I lrrrnch olfice outsidc
thc z()nc I1x)'()nl! cslrl)lisll a represcntx-
tivc ()lli(c in Sllulr!lhii r:r rxhcr FlZs.
'll)rsc l)trnah ofliccs, lurrvever, err' re-

strictt.(l l() n(n-r)l)ctlrti()nrl serviccs ancl

lhus atc n()t rtllru'ccl to (()ndtlct dirt(1
l)usinrss x(tivitics. I)espitr these regLrllt-

u,)ll\. llr.llt! (1,r1)l)irnl('\ lll.r( l(gi\l('r in
\\'rigr()qiil() utturllv Ircltc their ()fficcs

clsr's'hcrr'-sontctirnrs cvcn ()ulsidc ()l'

Shrnghxi-$ irh orrlr l shell oilce in tlrc
z, ,nt' it.t ll I lrouSlr :l (lr(\1 (. ,nlrJrcnlidn
(,l tllc rcgulllir)ns. this prl.lice is li)l
k^ved h1' nrun! trurling compxnies.

In\('\1,,r\ \lr,)trl(l lr(',r\\.rrr .l P()\\i
b[. lrlZ policv tltlngcs as lhe nunll)er
ol cornPlrnics in\csling in such zotrcs

\(X R( l;: 1, L!r . ll L'. lrr!'

l)()rt'c\p()n (r)r'p()(tli{nr to sell firreigrr
produr'ls ilt tllc l'RC rrn(l \c\crJl (lhi-
ncsc ()rir.linll rquipnlrnl nunulitcturers
( ()tiIls ) t(),llrnrrlrl(ltlrc proclu<'ts [or'

crport incvitul:lv rcsr.tlts in highcr
Priccs lirr ll)c c(rnpxnys proclucts. es

clrch lclclitionlrl link incruses cosls. r{
lirlr.'ign conrplrny (lln usc its tn(lin!l
(rnnpxn)'in \V:ligl(xlil() 1() nrilnrge lltc
sulcs uncl <listrilrrrti<)n ol pr()ducts r)l its
(lhinil ol)crilti()ns.'ll)is elinrin.rtcs thc
ncccl lirr tlrt scn ir'cs of r Stale<runecl
trxding .()rl)()r:lti(rn (.s.'(' Ijigure). Tltc
cr:nrplnv coul<l still usc (lhinese OE\ls
t() nlilnullr(lrrrc pro<lu<ts lirr sltle in thc
(l()n)csti( n)itrk(t, l)ut torrlrl srrpplt'
()lills \\ith inrl)()flc(l prrl:i. thus gcner-
Jting xd(liti()nul .()5t sil\ings. In aci(li-
lr(nr r0 rl)(.s(, lrlril'l- .ln(l tr\ rn(cntr\c\
li)r li\c(l-rsscl invt'stnlcnls. the
\\'lr iglroclieo ( ( )ntl)iln) illl()\\'5 firms t()
utilir( lll\llt !i( n('r.rlcrl l'r,'ttt ,.Irtnr'.tr.'
sa['s, lrr'rcl sl)(nI('ns lhe prrxluct tlelir-
cry tinre.

(;h in x

PR( ]

( )lills
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FOOD RETAILING IN CHINA
Th first deuiled matugemett rEort on food retailing

trmds atd structyres tbrotghout China

I('EY FEATIJRES OF THE REPORT

r Andyscs the stnrcrurc of food rctailiag by channcl, ownenhip eod regioa

r Ioclu&s detailed surveys of Bcijing, Shanghai aad Guangzhou - thc rcpon covcrs 35 citics throughout Chioa
; There are profiles of ovcr 200 food rcteilen in China, iocluding case srudies of leading forcigo investors
r Oppomrairies for invcstors/ supplicn and future rreodr arc idcntificd
r The rcpon profilcs thc modcro Chincsc coosumcr eod rsscsscs thc iaflucocc of thc statc on rcteiling in China

THE AUTHORS OF IFOOD RETAtr.tNG TN CTM.IA'

The repon has been produced using thc combined expcnise of Scymour - Cooke Lrd, AC Nielscn and Eurasia Consult

TA3LE oF Co}.ITENTS - 260 PAGES, 9 CHAPTERS
tublisbd Jtw 1998, prkc A9t0/ IJSi 1,650

7T}IE CHINESE CONSI.,MER

\ioarl dicr lad tastc prcfcnaccs
Food puchuc p*trru
M{Lltiry irnEgi.s

- tht inpon:nce of childna
- youg rdulr - not so iadividudistic

. tlc pros6 of d. 'worl htd ga !ict'

Ermple of rclncd dvcniriq $nagia

Thc ur of crcdit qrat
o*ocrhip of coasuncr dunblcr
How mrny and hov nuch?

RETNIING IN CONTEXT
Dcoosnphic b..Isrcud
Politiel rod ccoaonic br\rouad
Food nuil da
A hinory of forciF irv6tm.nt in food
r!1.ili.g

GOVERNMENT POUCY
Forcip irv..tE nt ir r.tdlil8
C.'tEl gov.mrdcar ryprovrl
L-ocd rov.rnE.nt.pprovrl
Centnl or loelt

Cuncot isucr rd turm &vcloporos
TLcory rod pr*rie

Food hhtlting

Thr tLr!.r of ccoaoaic or politiel
i.!t:biliry

C[.a3ilg lir6ryl6
hlrutru.tu!. . ?i&nin8 rf,. bonlo.cl
Dinributioa
Dinribution optioa!
Forctn inv.non in di$.ibutio0

Th. cold chrin d.v.lopr
Dinributing fror.n .ad chil.d produdr
Clob.l icc c!..8 drnr!
Sr.t. oxn.d bull noq. coopdi.!

Vholcding
Fonig! ilv.nmcnt ia food rct iling
G.lncr Chi!:
M.rr€r :nd l.quilitio[l
C.r[ th. nrt. Ector compcr.l
TLc risc of Hu:liaa
Ttc nihzy conacction
Hoals, rrstrrents rnd auring
V.n m-nyL f.!t food
Contn t crtlring

Strt.-oqncd .nt rprirs (SOB)
Coll.ctiv. cnt.rprirt
Sorll privrtc cntcrprir
Joint cotcrpriro/ co-opcntiva
For.ip tund.d .rtc prilca

Joiar $o.L compdic3
Holdias compra;d
Coocaioo rhopr ud coutcn

MAJOR FOOD R.ETAIL CTIANNEIJ
Th. pict!rc in citid, towB ud vil.g6
Hlacma}ctr ud opcmuketr

Kiosks

Drutstorcs

LEADING FOOD RITAILERS
Lcding &p.r!Edt noro
krding hyFrEl{L.$
t cediq spctmttcr
krdint corvcuicmc stoEs

t SUCCESSFI'L FOREIGN TNVESTMENT
Inv6ling iD food EEiliDr: t.y poinB
Profila of fonign iavcstor

AIol4 C.Ircfour, CP, Chin. R.tl,lllB, Dai.i,
Ddry F,rE, Gu&gn ! (Holdinrr) Co.,
Hu..hi$a lrhrnpo., IGA, Il.lu,Ito Yokrdo,
ho.hu, Jui.o, KPI, Lion Croup/ Parkon,
M&o, M.tro, Mitsrbi'hi, N.* Vorld D.vlpr
Co., Pr.ii&nt, S.ibu, &iyu, 7-Elsv.o, Shiru.p.
D.prnm.nt Storc, Soto, T.sco, Val-M.n, V.i
Chuan Foo&, \gios Oo Comprny Inr'1, Y.ohu

9 REGIONAL RETAIL PROFILES
RcSion4 conpsiso

Bciiing, Ch.nschur, Churrh., Chcqdu,
Choqqia6 Ddira, Fuztrou, Cuq{ou,
Guiyaq, Hailo!, Hzrgzho, Hzrbir, Hc{ri,
Hulf,ot, Ji'Iu, Kuomias, r:!,Io!, Ua!.,
N.nchzn& N.aii!& Nrldo& Nhsbo, Qins&o,
ShaShn, Shato'a Sh.nysg, Sl,.o,lEn,
Shi ji.zh@g, Taila.n, Surlou, Tianjin,
U.iiEqi, \fuh.a Vuti, Xe.n, xi'6, xinin&
Yiachuaq zhcoptou

5 FORMS OF BUSINESS OVNERSHIP

6
X.EY ISS1JES IN FOOD RETAIUNG
E ono6i6 gronh rnd coolpicuou!

INDEX OA CHINESE RITAILI]RS

YeS, I would likc to ordcr 'Food Rctailing in China' for t950l US31,660

(pleasc add {30/ US$50 for non IJK orders)

Nrmcr-Job ttlc:

Comp-i,,- Ad&cs:

Couatry:

Frx:

City:

Tcl:

E I coclosc r chcquc me& payzblc to Scyoour - Cookc Ltd El I cnclosc crcdit cerd dcteils E Plcesc invoicc my comp-y

Sdcs Dcpartment, Seymour - Cooke Ltd Food Rcscarch Intcrnetiond
42 Colebrooke Row, London Nl 8AF, United Kingdom. Tel: +44(0)171 704 9951 -Fax +44 (0)1712265298
Vcb sitc X!!p a lBlsgyngujgglgjgo - E-mail: selc@scymour{ookc.com

SEYMOUR.COOKE
POOD TISEAI(:H INTEANATIONA!
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Getting the
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Aduertising
options in
Cbina are

groruing as

new media
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7.8. Sottg rtrttl LLtt l|rttrlq

TELEvTSIoN BooMs
Flipping rhrough thc nrany channcls now'

rvlrlulrl< on Chincse tclcrisiln. r,t hros'srng
the wide vadety of nagazines on PRC news-
stlnds, reveals the extent ()f lhc transfornx-
tion under qav Of lll of the possible av
cnues ti,r sqhenrsing. tlrough. tcleri.ron rs

having the most far-reaching impxct. Accord-
ing to the State Rxdio. Filnr. lnd TeleYision
llureau (dos,ngradctl in llarch of this -vexr
lrom the luinistn'of Rudio, Filnt, rnd Televi-
sion []!lRFTl), thc ct:untrl norv has sonte
2.100 TV, cable, and sxtL'llile stltions, en-
xl)ling companics to tirrSet thclr advenising
to specitic nrarkets. In lhe past, rdvertisers
h:rcl littlc eltoi.c lrrrt t. lrrt,lclc:rst thcir nre.-
sage to all of Chinl on Sl.llc-mn Chinir Cen-
tr:rl Telcrision (((-T\ ) \(,u Ilx,rc \tJti(,n\.
including provincial and nrunicipal catrle sta-

rions. are of-fering !r(j!cnising sl()ls.

Tlre count4 currentl) boasts 1.200 cxl)lc sta-

Iions. rvith 70 nillion suhscrihe'rs. Tclcvision
accounts firr 70 perccnt <:[ nreclia slots l'xrught
by Ogilvy & Mather Advcrtising ciients in
Chinu, with -10 percent going to cable Tv ad-

!c(isinl4. This rltio is expcctecl lo rcirch x 50-

50 disrrihuti()n in the near luture. lJ\. l9q). ca-
ble sr.rl,lscribership is prcdicted lo hit ttO

million. or one-quaner ()f.tll Chincsc lclcvision
vt($'(r. A prrmJn' rcJ\(,n f1r1 11lrl1 s glrrsrng
xttrictivencss is the hiShcr qualit\'ol cablc
p()grirnrming lndeecl. rcccnt rcscitrch sho*'s
tllat rn iarcrcxsing number of Chinesc atc ntrn-
ing to c;tblc fbr cntefiainment. In 1997. caltle
'fV pencLrir(r(,n r;llc:' rrr(lrc(l ()(r l)ct(cnl ln
Itcijin8. rnd tll pcrcent in lxxh Shlnghri ancl
(;uungzh()u. Gr.rangdong l'nrvincc.

As .r rt.:,rrlt ()l the gr(,$lng (rl )p(lrtlon
fiom crl)ls. kral T\i stations. ttxr. lre lrcom'
ing rn(nc customer-orient!'d, incrclsinSl) tak-

Yl{E Clll A BUSI ES5 BEVIEvv \' 11t' t)tt\ t | \ 1. i\ t lt,t\

clvenising in (lhina toclal' lt:rrs littlc resernblance t() thc irlciustn'

c>f tu,o clccecles :rgo. r.vhen ucli'crtisirtg consisl.ed ol littlc nrorc

than talking heads" ancl plrotogr:rphic stills thet lackccl rele-

vance tirl the uverage PRC consulner. For over a clecacle. China s

aclvenising industry has seen impressive double-digit growth. Ad spencling

clirnbed to Y{(r.2 billkrn (55.6 billion) in 7997, iLn increase of m<>re than 20

percent over 199(r. Expenditures continuc k) rise, as a growing numltr of
tbreign and local companies compete fbr tlie attention-ancl disposable in-

come----of China's en.rerging middle class. Vith the proliferation in recent

years of new television stations, newspxpers, nragazines, and outdoor pro-

motion venues throughout the country. advertisers in Chine erc gaining ac-

cess to new channels through which to reach consutners. Using all avail-

able means. foreign advenising firnrs are serving both foreign and PRC

clients. though they rnay operate in China only by fonning a ioint venture
with a PRC coLrnterpart or through a representative office.

'l'.11. S1DE is Grcdter a:hi d
thoirnan and bctarrl

t,l.a lrer oJ Ogil.,l'€. J|..tlhe,'
wlrl.lu i.le .toru or'.,rtr.-c(,r

< )!1i lt'i s .kl ren isi ttq. pt t hl ic'

reldt it ts. rr.trket irul
co nsu I I i ng. hea I I hc a rt'

(b nt it u i icaI io,ts. co rP( )fttlt,
i.lc.tt il.t, .| t.l s.tlas prctioliort

o[/iccs i,t , rli la ..l Cl.)itkt
anrl 'IAiu'an Leo wo ,t4 is
(;t cr,tlo Clii a nMtt1git\R

dirr.Ior of lliD.lsha,.
aD i, dcpctiierl t. ioiit-

t\' tu|e nedtt PldD irtg4 d
htt.t'ittg t\x'tutIio bolu d,tI

OgiIt l. (. .lldtber Adt'o1isitt!
(tnd _J Vatltur nx)rltp\trt

22



FOCUS

ing into consideration the needs of
viewers when determining program-
ming. Zhejiang Telcvision, tbr example,
recently carried out a series of pnrgram-
ming changes afler pdling viewers. The
ch:rnges included starting d:lily l)road-
casts an hour earlier, creating ne$'
shows airned at tarolers ancl the elderly,
and reducing the number of reruns.
Shanghai Television rnd Beiiing Televi-
sion also have initiated focus groups to
delermine what programrning to buy.
how (o mlrkel il. xnd hon lo ()ptlrnlzc

ratings. ts.v aiming conlent at specific
groups of the populition, television sta-

tions are helping advertrsers larget thc
best markets fbr their clients products.

PatNT oPTIoNs MULTIPLY
As irI television. advertisers can

choose from the greater variety of news-
papers now availabl€ to the public,
many of which focus on popular culture
or more specific topics. such as comput-
ers and even military affairs (see Tbe
CBP, May'June 1998, p.42).

More than 2,000 oewspapen are puL
lished in the PRC. from general dailies
and business papeni ro lifesryle weeklies
and trade publications, according lo mon-
itoring research conducled by Mindshare.
Publications such as the Beijing Youtb
Dqil)'. Beijnry ELenirS l?rrq and Guang-
dong's Sor.rrem Weekll' have won wide-
spread popularity by expanding news
c-overage. Local gloss,v fashion magazines,

such as loo& and Hou atc also setting
ne*.trends for the magazine industry.
Penetmtion mtes in urban areas are high
for such papers, the B"ijing ke\ing Nezs
has a daily circulation of I million accord-
ing to unaudited PRC estimates. Yet most
media buying firms undersund that unau-
dited estimates can be as much as 25 per-
cent higher than the actual circulation.
s'hich *'ould mean a circulation of
800.000 in the case of rhc Beijrtg Erenng
.kz.s. Printing qualiry. u.hile poor, is grad-
uaUy improving. with four-rolor and spot
color no*, appearinS in many publica-
tions. And advertising space. oncc limited
to co!'ers and center pages, has expanded
in recenr years to include inside pages.

Among the leading advenisers are inter-
nationally kno&n brand names such as

Elizaberh Arden, \trsace, Clinique,
Canier, and Tiffany s, which all promore
fashion and cosmetics. one of rhe fastesr-
growing consumer sectoni in China.

PRC editions of regional titles o[ for-
eign magazines, such as ,r/sirress Wee&

Cbhu and Elle Cbina. and Chinese lan-
guage editions of other English-language
magazines imponed from Taiwan, Hong

Kong, anci Singaporc, su(h ns l.sr/ll/,".,
And Maric Claira, lv|c also becn suc-
cessiul. These magazines. which have
cxcellent print qualit)'and nx)rc col()r
pages than their PRc-brsed counler-
PJrl\. IJI!i(t $ u ll-(LIu(.rtc(l. llighcr-in-
cone PRC c()nsunrers.

ON THE AIRwAvEg
AND ALONG THE STREETS

Although advertisinS through other
media has slackened somewhat as tele-
vision ha\ Saincd p'()pullriry. rdveniser\
are still taking advantage of othcr out-
lets. Chinas 1.300 rudio stations are in-
creasingly offering foreign syndicatcd ra-
dio programs rhat permit corporate
sponsor:'hrp. Easy FM. fcrr cxamplc. is J
Beijing radio show produced and taped
in Australia with rs,o EnSlish and Man-
darin-speakinF DJs and hroadcrst in
China. Othcr shor.s. such as Beat Radio
in Shanghai, are similarly produced. Mu-
sical programs in panicular are attractinS
large numbers of advenisers.

Of all of the non-rclcvision option\ in
China. howerer. cinenrl advenising rs

perhaps the most under-utilized. There
arc some 69,000 cincmas around thc na-
tion, wirh an average capaciry of 1.000
seals. Many theaters have been renovatcd
to include air conditioning and food and
beverage facilities. Foreign-invested multi-
plexes are als<l under construction in a

number of cities. Advenising space is sold
by the month, and sp€cific movic sFx-ln-

sorship for films is available. including
foreign movies such as the recent bl<rk-
busler "Titanic.' Foreign advenisen have
shied away from cinema advenising to
date, however, since they perceive the
qualiry of lo<:l films ro be low. Though
US and other foreign films have a popular
following among Chinese movieSo€rs, the
number of imported movies is re-
stricted-only 10-12 are expecred to be
allowed into China in 1998.

Outdoor advertising options. in con-
trasl, are Srosing mor€ attractive. Bill-
boards, rooftop neon signs. buses. tJxis.
subways. video q'alls (walls covered
with blocks of 16 TV screens). bus shel-
ters, lamp posts, and streetside light
hoxes are hecoming sidely availahlc in
most urhan irreas. In rcccnt ycars. nuj()r
streets in Bci,ing and Shanghai, for ex-
ample. haye seen a profusion of light
hxrxes-standalone streetside. elecrifi ed
advenising signs.

VBESTLING wITH tATEs
AND LEAD TIMES

The proliferatk>n of media channcls
has helped to reduce recent media rate

The prolderation oJ'

media channels bas

belped to reduce recent

media rate inJlation.

inflarion. While ad rates shot up 105
percent in tseijing in 1995, the incrcasc
slowed to 40 pcrcent rn 1997, and to ju\t
25 perccnt in 199t1. Shanghai ratcs
climbed 100 pcrcent in 1995. bur grew
just 50 percent in 1997, and 25 percent
in 1998, according to Mindshare re-
search. In addition to compctition from
a greatcr variety of media, the slow"
down in rate inflarion appears to bc the
rcsult of an improvcd understunding in
the media that ad rates should he ried to
audience size.

Foreign advertisers have also becn
pleased that the three-tier l:lte system-
under which PRC media charSed differ-
ent ad rates to foreign companies. ioint
venturcs, and local companies-has
gradually been replaced. in the last tqo
years, by a standardized ratc system.
The current strndard rate falls in be-
tween the rales paid, under the old sys-
tem. by local companies and foreiSn
firms.

A number of troublesome practices
remain amonll media sellers, however.
Cenain key television stations increase
their ad rates twice a year, but offer no
rate proledion to lon8standinS advenis-
ers. To circumvent this requirement,
Mindshare has agreed to purchasc a

guamnteed volume of advenising space
each year. Indeed, rhe impetus behind
Mindshare s formation was the desire on
the part of Ogihy & Mather and J. \yal-
ter Thompson to Sain neSotiating lever-
age with all media in China when buy-
ing advenising.

Historically, another obsracle for ad-
veftisers has been long booking lead
times, which used to be anywhere from
2-6 monrhs in advancc for high-rated
TV slots. Vith the recent growth in the
variety of advenising choices, hos'ever,
lead times for top-tier slots now range
from 3-6 weeks. Advertising slots are
also restricled by governmenl controls,
$ hich limit commercial ainime to iusr
30 minutes per evening and restrict the
types of ads lhat may appcar Only rwo
commercials [<>r alcolrolic beverages
may be broadcast daily. and only be-
rwee n 7-9 pm.

THE (Hl A BUSIf,ESS REYIEW \tl't!'rl\') t)ttt,l\'t l,)t)\



Aduefiiserc.find

certsnrship tct be a

problem, u)itb ntan-tt t-ypes

o.f' a dueft is i ttg pta c t i c es

that are cottt tttctn irt

cttber cou ntries beut necl

itt Chirtct.

Sinrilarly, lirlitetl lclltnising spucc in
kel nrnrp.rpcr. tr.tn.l.rtc. irtl,, l',t,,krnl.l
Ired tintcs ol- antg hcrr krnr t-ll q'eeks.

,{ncl insertion clltcs and p()silions rrc
rlitfirrrlt tr, glr.rr.lnl(r. luflll(r l'rrr\tr:rrinl.l
pllnncrs of nrarkcting ('rnlpxigns. C(nn'
p.rnr(\ rnt(r(\tc(l rn nt.tg.tzint ur.lvcnis-
ing f:rce clcn longcr lxxrkir'tg tinres. rs
l,rng rr. tr-lJ rrontlts. .\t'lu.rl ,.irr'rrl:ttr{ln

figurcs lrc unknos'n, rnd linritcd sur'
ret.lrrtre lrero (urri(rl ,)tlt l. sulr\l.rnli-
atc reaclcrsltip proliles.

GRowrNG PArNs
The p(filcrr\ cncruntcrecl in .dvcnis-

ing in Chinu rellect the irnnraturin of thc
6eld. despitc reccnl progrcss. Selling pr.rc-

tices lend I() l)r di:,orglnizcd. and nlrnl
acl egencir's arc unsrrre alxrrrl rrho hits thc
right to sell sp<xs lirr rr lxnicuhr pr(Elilm.
\\'hilc in othcr countrics this is the re-
s;xrnsibilitl' oi a nteclil orgrnizltion s sales

depertment, in Chinl it cln also lre thc
pr<lgnrnrnring tlcpannlcnl. ()r d'en {n oul-
sitlc lrrokcr Brokcrs ofit'n h:rlc c[rse reh-
tionships $ith tclcrisk)n c(nnpxnics rn(l
purchlse ird\ enising spncc to rescll [o lcl-
tenisers. In s()nre (.Nejr. brokers but up
aclrenising space frrr ln rnliR rcason ()l'

the more popullr prl)Brxrrs. A(h'cniscrs
hJrc lcJrn(d thJl it ii' rntfr,nJnl t() in\(.ti
grtc brokers crcdihilin' end liccnsing slt-
us. Itc:rusc of qelk olficial or crsight of
such companies.

An()lher situxtk)n thxt (' n (()nli)und
aclvcrtiscrs is kral TY stirli()ns lcndcncv
t() insert their on'n conrntc.r<'ills uhcn
cxrrving pr()grtrtlnting frorn ()thcr stx-
ti()ns. L()c:rl clrblc opr:rators har'r bcen
kn()\\'n t() sul)stitutc tl)eir ()\\'n c()rrlrl'ler-
cials trlten lrro:rdcasling C\\ rnd {nhcr
f()reign nc\\-s prl)\'idcrs progrilnls. F()nu-
nrtel-v. the prr:r inciel T\ in(lusln is s(rt

[r,r :r h,rtrscrlsuning l,rll,rsrnt crllsirc
uncontrolled !lr()\\1h ir rc(cnt fcrrs. In
llcnxn Pr(^'intc. lirr exlnrplc. provinci:tl
officials have r.lrsed sclcn illegal TV sta-

lions rlrxt \\'crc (|'rrl)li:,lr!(l r\,iIh<,irt :rLr

lln )rirlrti( )n (l(n([lll\. uclrcrtisrr's ter'ilt
\\illr lhu \linistn ()l lnli)flrIli{nl ln(lustr\
\\lrr.tlrt,r' u lo(ll slilli(n] is l(LlitinrrtL

At)\taRt-t\IRs
]1N t) t lt t..{\1

Adveniscrs:rlso finrl ccnsorsltip to lt
.r J:trrlrlent. \\rlll rrrill]! tvlx'\ r,l Jrlrcrri\
ing prllclices lllxl :rrc c(nl)r)]()n in 1)(llcr
countrics b:rnnccl iD (ihinl. ()l.Iil\')'&
trlxtllcr AdvcnisinH hus stau clcvotcd cn-
tircll to lt:rnclling censorship issucs. The
I,R(l A(hcnising l,:lw. enxctc(l in I:cl)ru-
.rr) 199i, lxrs ()Lrt unili).nl ntlcs on arl-
!cflisiDg Ihr()ugh ull nrctlil. xn(i is cn-
firlcccl trt'thc Statt Arlrninistnttion of
In(lLrstn an(l Coml]l(rcc

Thouglr the llr,' s ls dcsignctl lr: cotl
lTlt thc olrcr-rlmplrnt prol>lcnr ol'cxltg-
gemtecl or unslrl)stllnliit(d clltinrs, sonrc
i, tlr(' ftr(,\'irron. .rr( ( \lr( rr( l\ Icltri(-
tive li)r c\lDrplc, thc lu$' lrans lhc usc
rrf such phrascs :rs llru l)cst" xnd ()I l'lt(-
nirli()I)ill svtnlxlls in erlvcnising.-l'hc h\
lrlso inrltrdcs vaguc ntlcs lltnning ltc['er'
tiscrlrent5 hin(lcrinS lhc s()ciil pul)li.
orrler ()r vi()l:rting. . . s()ci.tl atrsl(nrrs. '

Accortling lo th( lx\\'. rlr()rcr)\'cr. llrc
cornpant aclvcrlisirtg u gircn protluct.
rhc rlaencv thut derclrpcd th(' ircl. irn,,l

lltL \l.rlir'n rn PUI)lk:rlr,rr tlt:rt tlisrcttti
nutccl it. lre all li;rl>lc. nrakirtg tltc clcvtl-
()prrcnl (r' orti()n$'idc cxnrpxigns c\'(n
nrt;rr tlilhcult. \cu nrlcs irsucd in 199-
l)\' )lRFl-lirnhcr:'ntr thrt 'l\' :rnd rrdir)
rrutnctcilrls nrrrst not conlrin lrnllhing
thxt snc(\lr:rgcs rltilclrcn rr; tlkc ttp un-
h,..rlthv lt,rlrrtr. n,,r l)rc\ct)l \\',)lttcn tn
''inrpft)pra se\,s. Such vlgucncss-antl
thc .ll)scn(c ()[ r (rnlrxl ilulh()rilv l()
nn)nit()a :rdtcrlising (()ntcnt- )cxns lhill
indi\ iduirl stllti()ns ln<l publiculions musl
usc (liscrcli()n l() (lctcfliinc thc rt1)pro-

prirtcncss ()[ xd|cnisenrcnts.
Supcn is()n nrinislries li)r spcciulizcr.l

in<lustn' grotrps ulso lrcqucntll' pl:t u

()lc in \'ctting r(l\ (niscDlents. lllc \lin-
istn'of Puhlic Hcrlth. firr c\it,nplr, ()\er-

secs rclrc,nisirtg c()ntcnl li)r phltrntacctr-
lirrls in(l footl acls. Anlong ()tllcr
rcgtrl:rltrns. llrc nrinisln hltnr anv ntcn-
ti()n in phrrmx.c(rticil ads ol ths curc
rlrte or cfficicncr of l givcn drttg. or
c(n]lpxris()n \\ ith ()tlrcr prtrlurts.

I'rr r( L (hlr( \ lirr srrlrrtrrttrng:ttltcnrsing
(()nlcnt t() su('h ltlini\tricr' irr r)n lh(
brxrks. blrt rcgul:rtions lrl thc nt()rtlrol
lrre IxrsclY creftccl. 1hus, in ,n()st n)c-
clil-rncl for nlost prorlucls lncl scr
viccs-\.crilf ing rcgulutions rnd idenlifF
ing rppror ul :ruth()ritics rt the I<rul lcvcl
crn bc clilfictrlt. 11()st rd\cniring l)u\rri'
nrLrst clcrrrtc signiliclnt rc*rLtrccs (r lo-
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KN()wtNG THE MARKET
Afier r.'orning rrp slxrn on thc slrccifit

Itgrrl P.rr.rrnt'tt'r. l,'r Protlttt't l)r,'lnt,li.)n
in Chinu. lclr,eniscrr are likclv also tll
fincl stlrnt (htir (n Chin(sc ntr<lia rrrn-
sunrpli()n lllrkct rescxrcll hls bccn
dcvckrping <1uirkl1. lrut still lrgs lt-
ll ind intcrnxti()nll rliur(l:lrds. Ile(liir
plxnning in Chinil is c()nrplicrtcd l)v
tltc luet thrt slndicartcd s(ln'cvs ()n tlle_
tlie habits lrelc lrcn lrail:rblc lirr onlr'
lx (ilic\ throuEl) lll( .\(: \r( l:'('n (:lrinJ
\leclil Intlrx. Iirrcign firnrs lcnrl lo lt
intcrested in xt lcxsl .lt)-Jo citics. In)\\'-
o'cr, lntl sornc s'lnt to srll in xs rllxnl
ls .100 I)R(, citics. s.lnrplc siz(s ()l ()th(r
m.lrkcl resctrch firnts sttn'cvs rrc ol-_

tr.n l,x, stlIlll lr, lll.rk( il(1ur:lt('pr(,t((-
ti()ns. As J rc'ull, sonrc forcign lirrrrs
rcgulerlv scnd their ()\\'n ntcdia but'crs
rnto l<xal nurkcts t() trlk (lirccth t() k)-
cxl 'l\ stilti()ns. nc,vsPapcrs, :rn<l trrn-
sUlllcrs.

REs[:AR<iH or a
DI'JFEXENT KINT)

'lhcrc arr also cornplnits in (lhinl
lirrrsirrg not ()n n1c(liir rc\c:rr('h. l)trl (nl
rrn<lcrstlnciing corc r':rlucs :rnd Irhltt-
iors of kcr'pr(nnising lttclirn<c grottps.
lhc rcccntlI est.rl)lisllc(l Ogilvv ltrxnd
(l()nsult. r rurkcting u(h'is()n 6rnr spc-
(iillizing in lrrlnrl ,.'onsulting. has rc'
scxrcllc(l (lhiflxs nri<lclle chss throlrglt
lr stucly trn lrrrntl l'rtr\'ing hchltvrr;r. 'lltc
rcl)()rl. 'lhc Ne* \'lidrllc (ll:tss. llrcaks
tllis s(rqorcnt ()l lhr p(,pulxti()n int(,
lirr.rr grotrps: "scckcrr, consitlcrccl
1,..r,.1< rs ,,t iot'r,rl r'lr.rrrgr,. .l(lxptor\.
.rho rloscl) ftrllos ttrc scckcrs l)ut

TXE CHIf,A aUsliESS BEYIEw \tl,khtt|tt)\!t't|t |lt)s

(xlinla the a()rrect ir!rtln)rily. li)r (\ilol-
I)lr, x nLrnl)rr ol clitli,rcnt go\'(rnmcnt
units ('.ln l)c involr,ccl in lllc pllr(erncnt
()l xn ()ut(l(x)r il(l\'cr(iscrl)(nl. ilD(l rulny
(1)rtlPlr'tics nrrl cl:rior :tlrlh{)rirxli()n l()
scll thc site. S()n1! irdve(iscrs tlrx:sc lrl
rLrrl s'rtlt (ilrrnt'.r'6fitt. llrirl slr('(i.rli/( in
orrtrkxrl nteclil rntl tlrat cun J(1 lrs g()-

lrrtrvccns s'itlr l<r'ul uLrtlroritics.
l)r()lrcrrs nlry enrergc ctcn :rlier :rn

rrdvcrtiscnrenl hls rr'ceivccl rtppro|itl :tnti
bccn rrrn or lrrolrrltlrst. l V stxti()ns.
DC\\',spllpers, :rnd nllllluzir'1cs lrl!c lrccn
knou'n lo rci((l ({nDnlcrLixh \\ith lilllc
exPllrnlrlion. Aclvcrtiscrs rclx)at lhlll it
cln lt rlilfitLrlt l() kn()\\'ll()\\'t() a(n-rccl

Jn i(l ()r tril()r il ti)r .r tivrn ktllitr'. ln

I)fuati((. lrdtrrliscrs hlrrt' lirunrl thlrt l},'i'
iing xr(x l(l(! i:'i()n slrti()ns hxvr thc
Dr,,\l \lflru.l( r)l icnN ,r\lril) ln,li(i('\ ( ;( r1-

c'rullr. il l 'l\ c(rnrncnirl hus bccn :rp-

I)n\c(l l)\' :r lt(rtrrrg l\ \l.rli,,r'r. \l.rli,,n\
clscuhcrc lrtu n()l likrlv l(, r(i(('t il.
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wislr tlrc pu(c ()l (hxngc \\'()uld sl()\\'
sootctvllltlt l( )lcrilt()rs. 1\'h() struggle
phrsirullv lnrl tnrotionullv s'ith tlre,

nc\\' s|i't( n): iln(l r(sist()rs. lhe m()st
tratlitional nl(rnl)crs ()l- tltt- ncs nritlcllc
t l.t.s. $ 1r, , tt'nrl tr, .ttl, rPt D( \\' i )l\rn,, )n:'

lncl lthalirrrs s!rqlr'. -lhe studl c()n
llrrrrr,rl rvlr.rt r)rLrllln.ltii,nill ('i)nll),rnie\
tllcnlsclvcs hlrc lirrrncl, intcrnxti()n l

nxn)c l)rxn(ls :rrc losing rnuch ()f their
lororcr .tpPt.rl-lr.rsr. rI .rntPl) ,rn lrcinl
firreign-antl lh('(luxlil) of their procl-
rtcts is irrrr'i,rl l,r {Lrrur\linS in (.hin.r
(.\11,p.26).

'lhc slu(lv irls() l(x)kc(l ill thc rVpes ()[

il(lvc[isclll(nls ll]csc l()ur gr()ups, in llei-
iing. (iu:rnllzllou. rrn<l Slrlnglrai, prcfi'r.
'lhe strrcly Iirr'trscrl ()n ll)c \.illLrcs. irtti-
trrclcs, und lilcstylcs ol thc clifferent
gr()ul)s l() hcll) (\nnl)Mirs (rtirl(j nlilfket-
ing.ln)pxigns. lj()r inslrncc. tlrc stLrd\ re-
vcllccl thet *'orklrholie seckcrs'- nith
chilclrcn arc likclv to rr:spond to lrrlnds
thJl pr()rDisc to 'bll.)r'sit or ()theN'isc rls-

sist in (l)il(lcxr( And l \\i,slcrn r,l\1e tisl
lixxl rcstaurrnt migl)t rppul r() t(rcra-
l()r\." \11() li'cl cxctrclccl li(xn thc or(x!
crnizrli()n pr()(c\\, lrr n]irrkcting its pr<xl
UCI ils il \\':tv lr) etiPcricncr I ntoclern,
\\i sl( rn Irl(i.l\l( lIrr,)ulllr rnc\p(n.ive
rrrcxls.

'lltis lncl otlrcr rcsclrclr lrrLs iclenti6ecl
the c\tcnl oI rcgionul sirDilNrities and
<lillcrcnc es alm(),rg c()nsLlrrcrs. The
Ogilvv strr(lV rr'\'cirlc(l tlrut (;uxngzh()u

rcsi(lcnls tcn(l l() l)c [)ri(c sensili\,e an(l
sk('plk.ll r', lrr:trrrls. r\,lrlt' \h.rnghur rc'i-
drDIi ('crc leust pricc-strtsilivc rncl nrost
enlhusi!slic ;rln)ut li)reign lrrands. Bci

iing rcsi(lcnls. bv trrrrtlrsl. prrli.rrecl l<>

cal lrftrnrls xnd rcsp(n]dc(l nr()st strongh
t() nllli()nxlisli( irnlgcs.

GorNG Lo<iAL
As li)reign firnrs cxPrnrl their ()pefu-

tions llroun(l Chinil. thc hrgc inlcrnllionJl
ad rg.'ncies Jrc prepllring l{) d(l(}te l()re
resouraes l() Sxinins altrnts in stconclan
c()estJl citics. lrorr l\rzhou in s()utllern l:Lr-

lr:ln I)r,,\ ln( c. L,5ll(n\,rr)l'l Liilonin!
Prt,\ln('c. ir) lltc n<'nlr Frrnlrer r.,xp.rrrsron

into inner Chinil is cxprictc(l tix 1999. And
\1hilc iixeign ildlenising c(mrplnics \verc
on.e r)rxinlv inlerestcd in scn'ing thcir I)ig
internationxl clicnts, tlrcy rre increxsingly
(r,r,ninA l('LJI (li('nls t(, ()ipIn(l tlreir lruj.l
ness in (lhin:I. Lrral cor)lpitnics cLrrrcntly
rnlkc ul) roulhly .15 perc(nt ol Ogihl,&
Ilathcr's port[irlio. for cxlmplc. lrut rhe
crurplnv lu)I)es lo in(rcasc lllis to i0 per-
ccnl h\' 1999. T(} lLrrtlrer rlevclop locll
business. tirreign il(l ilgcncics lulc hccn
lctivc in hclping Chincsc Strlc 6rr:rs lerrn
to pr(nn()lc their (Nn l)tlnd nlntcs hrth
irt lr(nD( Jrr(l rlrr():l(1. \lpn.lllnH r I]r.rli)r
clungc in lhc \r'rv int(rDxti(rlal xd xgen
ties l,',,k :rt ( llln.l. In \l.lrrl). lrnr \(.nr,,
{Ilnagcrs fr(nD Sl:rte-o$nccl enterpriscs.
xl()ng \\'ith cxpens lr(D1 Ogilr'\'c\ \'lilthcr,
lhc London Ilusincss S.h(x)1. ADrcricrn
ExPr(.1 (.r'. unr.l rrtltcr rr,tttnltnics nltntt't.
piltcd in x c()nfercn(e lix.rrsin8 (rn h()\\'k)
h\tild rninqp.ti. or l)r.rn(l-nlnrc. p()([rcts
thxt clln compete io the intrrnilti()nlrl mirr-
kctplace.

lndced, x gro$,ing nu rl)cr of (illincse

cor)lpnnicr, rppcir inlcr('stcd in clcvciryr
ing hran(l cquit) through aclvcnising crrrr-
paigns built lrotrntl consrrrers unrlcrly-
iog nn)tivrti()ns. (ih()ngqing'lix)thpaslc,

As in the past.
altending to
the needs of

todays business

Beijing has been China's business
centre for centuries. The abacus ma1

have yielded to the laptop computer
but the modern business man still
appreciates the convenience of ,t

dedicated Executive floor with 24-
hour Business Centre, computet
workstations and private meeting
rooms. And a suite that has more
than all the comforts of home. lt's
the place to be.

t1 )
For re66*alionE conhcl:
Jianguo Horol 86ting, PRC
Iol (06)1G6500 2233.
Fa: (86)106500 2871. (86)106501 0539
Swss-g€lhor€l lnlororD.al, Hong KorE
lel la52)283i' 3a55 Fax: (852)2893 9555
Slo'lsnborgar F€soMld
ssMc€ o, vou, toca' r,avor ae€n' I

l-,fr tt ft
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Chittcr ltus dIreld-t'

.ftrntperl to 9tlt itt tbe

uorlcl in ternts o.f' !<ttcrl

dcl rcfiisi ttg spct t d i t ttl. t tp

.liotrt .l6th in I<)<)().

lirr eurnplr, hls succcsslirlh l)uil( up its

Leng-Suln-Lung lxan<|, lurgclv lrccrrrrse of
its jLrdici()Lrs invcstnlcnt in bmntl lclvcnis'
ing over the last scvcnl ycilrs. (lreilling
strccc'ssfirl Chinese lrrlncls lirr the dorucs-
ri. n)rrket is Ilrt- lirst srep t()\\'xrd lhc
enlcrgcnce of the cor.rntn,ils lln (rp()ncr
of hencleti prxlut ts.

\ ilh nrlnr rnultin.ttit,n.rl (r,nrlrur(\
\1,n) illc(l I(, (lL,in!l l)tr\rnc\\ rt (:lrjnJ.
ancl rr itl't !>cal c(nnpxnic\ in(rcJ\inrl\
turning k) intcrnxti()nJl lrl lgcnr'itr t<r

hclp rtt;rrkct lhcir pr(xl(rcls. udlcniscrs cs-
pcct to c()nIin\rr thcir clrrrrhlc-cligit Icr
enue !{ro\\'th li)r th(. ncxt serer:rl \crrrs.
China has alrelcll jr.rntpecl k) (Ih ln thc
$'orlci in tcrnrs ()f (nrl x(l\'(rlising spcncl-

ing, up fronr ,l6lh in 1990, :rnrl is cx-
pecteci to rise rvell lretr:nd its (urrcnt
r:ink in thc c(nning y(,ilrs Ir()r int(,rnl-
tionrl ldvertising conrpilnirs. (.hinrr hus
Ircolne onc ()f thc n1()sl i,Il)(r-tlrrt nrxr-
kcts in thc world. l\lnlrcr lil)crirlizilli( )n of
the xdvcnising secl()r-is srrre t() nrxkc lllc
orirket r()rc c(nDputitivc. $,lrich in turn
s'ill nrlke lrrlncl equit).()nc ol tlx. Irottcst
c(nnnroditics in Asia ft,

-../ executives
is a 24-hour
occupation

IIANCUO HOTET



e Many
China Markets

(.()lin llttlcsA recctt[
ntarkcl slttcl.l'

rercals
etrtIt,ittg

consu nlcr
rtttilttclcs cntcl

ptt rchctsirtg
pilltcnN

Ali Bal.'s is tlinclt), oJ

.\tr'4t('gi( I'ht ,t i ,t1. ( ; r.,l'
()hitto u ltt,ra he rrvtsL,cs

hraul pkrtuting at
rcnafth i (;n't (,l)i,n s

littrr r icL: itt tl'e I'Rc.

'[he studv qas conduclccl thr<rugh tlrxrr-
t(}-do()r inten ie\\'s ()f foo a()lrsunler\ in ellch
citr l! en ancl \\'()rnrn \!crr c<lulllr rt pre-
scntcd in the sltnrplc. lts ',r'crc resl'x r ttclc tt ts

Irrxn the agc gr()ups l8-f,9. J{rJ9. irnd l().
i0. Consunrers $rre qrrcslionecl ullrtt tltcir
shopping plttcrns. attilurlcs tos'lr<ls lin:tncc
and savings. es n'rll lts lx'licl..' .tcross a u irlc
rlnge of topics. The suncv i,rvcslig:ltc(l
preflrenccs lirr r llnge r:l grocerics lncl
c()nsurner <lrrrablcs. Anltll'sis tll thc survel'
resrrlts revellccl fivc trcncls anrong Oltincsc
consuruers ()\'er tinre: rising c[rrtllts ltnd corr-
r't-rns ehout thc frrtrrr'c, vt'slcrnizirti()n ()[ tl]c
typicll "groccry bisket r in(rclLsing sulura-
tion rrl' rn.rrkr.t.: L,\'(f-,11,,f(. rlrrrr,t'ning r'rrs-

L,,rr)('r-. .tn(l,l Hr(,\\ inX rrillinunr'.. t,,,.'sPcri-
cncc nerl prodr.tcts.

onsunrer gtxrcls rnurkelcrs in (lhina. as in <xhcr dcvcl<4ring urtrn-
trics. nlust corrst:rntlY aclapt to a rnarket that cltangcs tluickll in

clirections. ancl uilh c()nscquences, that are less tharr clear. At.t

annuel cor.rsurner stutit hr, aclve'rtising agenct' Cirev Clrina iclcnti-

Iies changes in (lhin:rs rrrllan rtrrtsttnrer m:trkets ()\cr tirttc ltntl :ttnrss te-

gions. anrl :rnall zcs thc u':t1s in u'lticlt these finclings cart tnlnsl:ltc illt()
srrccessful nr:rrkctinl-l str':ltcgics. I-ltc Grey CItinaIJasc Annr,Lltl (}rnstuttcr

Stucly lirst lxrgctecl Ilcijingl SIt:rngliai; Gtutngzhott. (iLt:tngclong

Provincelencl ChcngclLr, Siclttt:tn l)rovilrce. in 1996. tn 199tt, Grey retttrnccl

t() these citics to shcrl ligltt on trrnsttt'rters' cltanging exPe(trtti()ns.

1>ackagccl tca blrgs (lrs t1r1-xrsccl lo ltxrsc tel,
rrhich is l less expensivc lnrl nrors tredi-
Ii()nJl meth()d ()f c( )nsu nrpli( )n ). lhc cherr.
ing gLrnr m:rrkct is (i()nlinate(l l)\' lhc
\\'rigle\'s brxnds available' in (lhini. I)()u-
l)lc,nint. Speilrnrint. rnd -Jui(\' I:ruil. ln ()lllcr
clrlcg()ries. the rnovc t() x nt()rc Vtilcrn
snle of consumption is bcncfiting lo,.ll
lrrJnd. r:tll)(r tlr:rn rntcrn.rti,rnuI Linl)l)(1rt()rs.
lirr exarnplc. us c()nsunlcrs slrili liorn lxrilctl
t;lp \\'aler to bottlecl \\'itcr. ir I)ll(l lrrun(l ()[

l)ottlcd wrlcr. pn;ducccl b1' Vrehuhu, is bc-
corning a market leaclcr.

l)r(xluct origin is ol)\,i()usly !n inrU)rl:rrt
critcri(nt in nrany pr.rrchases, l)ul il is r't( )1 xl-
rvuys the casc' that 'Wcst is l)esl. Fishi()n
prrxltrcts liorn lluropc wcre nn)sl xrlraLclir'e ()
thc Chinese c()nsurircrs in tltc stucly, lrut lts lt
source for prcxlucts oT'crall. -llpln hus :r sliglrt
cclge o\'er lhc'tlnite(l stxtes. prxsibll' bcur.tse
of Japlns tklrninlnce in clectr()ni(s rlilrkcls.
ANericxn nrusic ancl ciglrcttcs, l)\' (()nlrxsl,

u'crc clcar fur'orilts amrlng l)llc s(lnc] rc-
spondents. Such orcasurrntrrtts rnusl l)c
plxaed in contexl. lroq'cver lrs _1 pca(cnt ()l
pollcrl consunrcrs srirl thut tltcl' ln lo bLtY

THE CHI A BUSI ESS BEYIEW \11)1,'"tt\t tt\!1 1\'t tt)t).\

FOCUS

THE URBAN GRocERY BASKET
Grc\'s sunevs ol thc lirtrr citics intluclccl

(lueslions about pLtrclrtsing habits tirr basic
groceries. A shili to,vlrd \\rslcrn l)(rn(ls is

rpp:lrent in s()rDe c:Lses I'ltc rcsttlts slro\\ a

ripi(l risc since 1996 in thc purchasc ol'
itcm:, such xs \'()lllrrt. r'hcrving gttrtr. lnd



FOCUS

LEAPrao(;GING
TECHN()T-OGIES

Onc [clle(li()n ol thc specd of
clr:lngc in l)RC a()nsunrcr n]llrkrls is the
\\'x\' entirc gencr:lti()ns of technologv
lncl prrxlrrcts rrr l)\'pirsscd. Thc'plcc of
tL,(h n( )l( )Ficxl progress antl tllc spced
\\'ith $'l)ich (-hint s c()nsuntcrs shi[t
lheir .rtlenti()n from trlci ft) new tech-
n()l()gies cxn hirvc a sul)sttnlixl inlpact
()n :r givcn prrxlucts nrarket potential
lncl cln plrry hirvoc with a m:rnufac-
tr.rrer's tirrccasts. 'lhe penctration rate of
VCRS. f()r cxxDrplc. is unlikcly to sur-
plss its.urrcnl levcl, 52 perccnt, in the
four citics surveved. Vide() compact
disk (VCD) players ancl clcn diSital
videodisk (l)Vt)) playc-rs arc no*'the
fbcus o[ consuntcr attcnti()n. -Just as to-
dal s avcrage PR(l c()nsunrer has never
expc ricnr.'ccl .r hl.rrk-lnd.uhite teleri-
sion. it u,oulcl lx a mishke to assume
thrt Chincsc u'ill purchase VCRs over
Ihc higher-tech VCD rn(l DVD players.

Iknh I'RC anri firreign VCR nranufac-

turers already shoulcl he focuscrl on
expanding distril)rrl i()n l() nc\r' !lc()-
graphic markels u'ith lo$ er pcncrmti()n
rates. both $ithin Chinil rnd ()\'crscas

Chinese consumers are likell to <rrn-
tinuc to s$cep pilsl ()thcr olclcr tcch-
nologies n,ithout a seeond look. For
example. although pxgers cLrrrcntlv en-

io1'higher pencuati()n lclels than mo"
bile phones. this trend is surc r()
change. as the sunc) sll()\'s th.lt m()re
and more c()nsLrnlers inlcn(l t() buy
mobile phones in thc flturc (.s(? Figure
l ). The key fbr mrntrfacturcrs will lrc
to know what is irnponant to the Chi-
nese consumer in order to prcdict
whi,.h tcthnologier arc likcll t,r.trrvivc
in the China market.

BLrl ('()n\urnptrirn o[ h,rmt' t'ltrtrunr, s

in general, :tnd pers()nal computers
(PCs) in particular, is cerlain t() c()n-
tinue escalating in urban arels. ln thc
next threc years, 2(r percent of tlrose
surveyed intend to purchase a I)C for
the firsr rime or replace their current
one. This interest in honre conputing
seems to be fueled b.v strong dcsires to
educate chrldren xnd Brin inf()rn)!ti()n.
Many Chinese tunrilies see PCs as one
of the best *,ays to provide x head stxn

", 
:: :t :r' :: :' ::: ;: ::,'::

cc)lltputers is certdi

to conti nue esca lLt t i, tg

i tt tt rba tt u rt'us .

firr thcir onc child in the fic'rcclt' corr-
I)clrlr\'e i(lrr('Jllon s)'<lcrn. C.'nn( ( lirrll
t() thc lnternel through r PO also plo-
vidcs lr u,inckrr:r'to the ()LrIsi(lc $()fl(l
lirr rnorc prospctous consLrnters rvitlt en
insxti:ll)le !ppetite fi>r knowk'cigc'.

Pa s r, P R E s E N T,
AND TUTURE MARXETS

The Chinatsase studies of llXr, l})7,
and 1998 have all shos'n lhat -cssentirl

durahles such as refrigerators. sushing
machines, and color televisions are com-
mon in today s urban Chinese h()me. Ilul
thc most recent sun'ey revealed that fe$'
consumerc plan to buy or replace thes<'

producrr. ln the next three -velrs. onl) i

o=
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ln Shanghai, you'll find it's a matrer of

staying downtown or being in the middle

oIthe new international business centre.t'
(Thtrc i, of count, a uw worll of diferau.)

Be in rhe hean ofthe straregic busines locarioo of Hongqiao,

Adjaccnr to Shanghais Exhibirion ard Trade Gntre,

Virh the glcaming ncw Shan$ai Man, ri$r nexr door.

Placed prcciselv bcrwcen rhc airpon and rhe Bund,

It's access. And convenience. Each time you return ro rclax

amongst fricnds ar thc Yangm Ncw Vrodd Horel.

\Wbonc ltonc.
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YANCIZE NEW WORLD HOTEL
SHANCHAI, CHINA

(o
YANGTZE NEW WORLD HOTEL: 2099 Yan An Xi Road, Shanghai 200336, China. fcl: (86-2t) 6275 0000 Fax: (86,21) 6275 0750
(lablc: 0075 E-mail: yangtzc@prodigychina.com Rcscrvations - Ncw \(orld Hotcls Inrcrnarional: Hong Kong Tcl (817) 2731 3488,
lrx (851) :192 6070. V/o,ldwid! Rescrvations: USA I 800 228 9898. Urcll Inrcrnarionrl.

NEW WORLD HOTELS INIERNATIONAL

THE cHIJIA BUst Ess FEvtEw \,|'trr)l\'] t)tt,,i,\) l,t)x

cl()rncstrc lillhcf tll:ln li)reign lrrancls. The
Iurc t() (lhincsc (()nsurDcrs of prtxlucts
()\'ersi}ls ()ri8in tlttrs sltor,rld n()l l)e ()\'cr-
$tinrxted.
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'l'be s r r n'ct' t't t r t fi r utul

t l.)c rcpt t I (t t i( ) t t ( )l'

Sl.tttrtgbtri u'()tnen ds the

trtosl .fitslt ir tt t -c'oi t.sc i ott.s

u'o,t I c t t i t t L'l.t i t t tt.

l)cr((nt ()l r-e'sprrntlrnts inluncl lo httv rlr
rcl)lllr'c lh(ir rtlrigcr:rl()r, 1 ;lcr<ent tltcir
tc[ri.ir,rr .lr](l i l)(r((rrl Ilrclr \\ir.lrin!
Dluallin( {l1t, Iri},lul1' 2). llrcs!' iigurcs urt
nruch Lxrr'r lltltn tlursc' rt'ltrrn(l I)\ lllc
l()9() srrr!c\'. lrnrl illrrslr':rtt thc ncetl trr

ric$ (lllnJ rl()t its ()rlc lltrgc. lrorrtoge
neolrs r.lcvcloPirrg nlrt'ktt, lrr.rl ls rtrrtnt'

lDxrk({s. s(nr)(j (}l $hirlr:rrc elr'cutlv rnlt-

turc lrnrl intcnsrh ((nrll)clilivc [irr n]ilrlu-
llrctLrrcrr ()l th,.'sc iln(l ()tllcr plr)(ltrd:' r\'ilh
los rcpluccntt nt pos.iihilititr-ancl tirr-
cign nr:rnLll'.lalurcrs in plr rt i( trlx r-thc
rltellcngr i. l{) (\l)rn(l (listrilnrli()n in stc-
rrndlrn'rrntl snull(r (ili(),. shcrc tltc lct-

cls ol prrxlrrr'l pcrtelrirti()n llr( ()ll!n
Lrrrcr. t)nlv Irr ort,r'rirrrrirrs rlr.tr'ilrrrtr,,rt
olxt.rilt,:' rrill it lrt prs.iltlt' l,r nr:rir)l.lirl
lhe rxtcs of gr{r\'tll se(rr in rlr(erlt \'(ilr\
(-t1,p.u).

Thc tirur tities c\xnlinc(l in lllc ilu(l\'.
nre.rn$ llile. rcrcrrlttl sonrc :'lriking dil-
fcrenecs in prr rcl)il\in!i I):ltl('rn\.
(itrangzlxrrr Prorcrl itscll k, lt tlrU nn)\l
\t:rnrs-.( nrs.i{ )r rs of thc lirLrr' r'ilic\. \\'itll
.un'( \ r(.fr(lnrI rrtr lrtrr,'rttI t rPr'n'r,' c

rlothing uml jc$eln ut lriglrer rlrtcs tlrtn
lheir c()!lntrrl)llrts lirnhcI rrortlt. Slrrrll-
pilg lirr thcse itcnrs \\'xs higll {)n tlr('list
()f lcjsrrrc il(li\itics. (irgnrrc ;rncl hlandl',
1(x). $'(]rc pr4rul:u :rrnong (;ulnHZh()(r
lcsp,rn(l(n1.. rrlllr l- I)r.'r(r'rll lrir\lnl
purchusecl suclr itents in llrc I)ilsl l.l
rtxrtrtltr Tltis t'ltl( l'rrr t'xr!r'tLrl lltltt rtt

the othrr citirs, retlccting the' $cultlt ol
Cr.rangzhou resiclcnts:tnrl thc Lrsc ()l

thesc clrinks.rs gilis. l)({lr srtiullr untl in
i I)trsiness (r)nlc\t. In (1)r]t[rst. thc (1:lr('

lirr kur:rr'lrc tlt.rl r(1(.nll\ \\\cl)l (.ltin.l
secnrs itl h:rvu r':rlnrccl in tiultngzlrrrtt. :ts
()nl! f{ pcr(cnt ol lcrlror1tlcnts cr-
prcssc<l an intcrcst in klr:roke ls lt

leisrrre rcti\ it\. conrpuretl l() .l I I)('r(cnt

FO(US

ot' tlrt. r-cslxrttrlents ir1 Itriiirul. \\'hrrc it

$'lrs nrrxt poPrrlar.
'lhe strng c<rnfirntccl thc rsptrtxti()rr (,

Slt:Ln{h:li rtr),rlcn its the nl()sl iltsltion trn-
:,ci(,us $()nlan in Chinx. \\ith J9 ptR(r1l
hulinu usc<l (r)l()r c()srr)cli(s in tltt l'r:tst
ll)lcc nl()ntl]i'. Thc rcsults .llsr) (()nlinn
\lurl rr us first clisco[crerl in ChinJllis(' t)-:

thrr rnrking pur.hJscs li)r rcnxxlcling tltc
hr;nrc ir l pri()rilv in Sl)xn8hli. \(\\'
kil(l)cns xn(l llrlhrrxrnrs :rIc con:'ir.lcretl

l):l11i('rlrrl\ clcsilrlrlc. Spons. (x). r()rrr(s
()or rrrnlg in Shlngh;ri. uith ltl pcrccnr ()l

lH Jt vr,rr-,,kI. rl.rrtrrn6 .rn intcr'c.t irt

sl)(rrts is ir lcislrrc Jcti\it\'. cinnpirrc(l t()
()rl\' 59 per(c11l of tittlngzhrtt respotr
(l(nls.

'llrt' suncv sll()Ns (hat llciiingers hxvc
iiu (lilli'rcnl p.i().ities th.Ln (luingzh()u
lrnrl SlLrngltlri r-csiclcnts. Filshi(m. slrlt(rs

gorxls. ancl slxrls xll rxnk klvcr ort tltt'it
l)ri()rit\ list. \\'hilc intcrcsl in lrorrc <rrrrt-

l)ulinll is ar its str(nlgesl in lhc clpitJl: 8l
1'xrccnt of l8--ll velr<rlds inlenic$c(l
crpressecl :l desirc t() use x l)C ilt Innnc
r:, i l(isurc :lcti\ it\'. Ilciiing r(si(lcnts
rl.( ) (\l)rl)rt (li:,lin('tir (' gr, \ ('n \h(,1)l)rrrg

l)iltlcrns. ll(nc liequcnt pur.llilscs (,1 ir)

FI(;TIR[ I
()\ \rit) 1,ft()t)l ( t'\ A\t) l'r \\\rir) Pr l(( tt,\sl:s
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FOCUS

TnE PRt(:E-vERsus-
QTI ALI'I'Y T'ILEMMA

\\'lrilc ( ()nsurDcr prefercnccs n]lrv
rirr)' ir('n)r\ r('Ei,)nr' i,l Cltin.r. rr:rti{ln-
\\i(l(. pri(es in mrn),cltcg()ries lrrc
lirllins in tl)e Lrcc of oversupplt. trcrt-
ing uniquc cllxllenges tirr thc merkctcr

'cr.krng to u\( Pn('( .t\ ir n(!sitioninl
trxrl. -l-ltc rctail pricc inde\ lirr thc lirst
hirlt {)[ 1998 lell 2.1 perccnl. l]ur thc
g()()(l itc\\:\ for markctcrs is thxt c()sl
nrxy n()t l)c tllc |rr()st inrpon:lnt l:lcl()r t()
(-hincsc ('(nrsumcrs. Over llull ()l tl)c rc-
sl)on(lcnts sli(l thirt thcy are pal ing lcss

illtcrlli()n I() a Pr()(lLlcl s pricr ullcn
lD:rkin{ r prlr('hlsc llun in thc l)llst.

\\ r LIIsrIIII( t'\' j\n( ndlng pr,\\cr il).
(r(il\r.\. th(\ .l(. l)(\1)lnln8 nn,r( :r)lrrr\lr-
('Jled ill)()ul cr'rlrrating possilrlc Prrr-
t'hlse.. plrrlicullrh in thc lrrlr ol
horrscholcl rlumbles. 

-foda\'s (lhincsc (()n-
\u[]crs \cc[) k) l(x)k not onh'lrt l)r([hr(t
rluulitr lrrrt.il\,, Jl th( l)r('Llu(t s(rvi((
pir(kigc. plving attrnturn spccihculh ro
scn'icing ancl repirir opti()ns. Ci\cn lhc
rcstridi()ns ()n sen'ice:rnd rcpxir by ti)r"
cign lirn)s. this ()f corrrsc plal's into thc
It.rn<1. r,l Lx.rl rl.rnlrLl(turLr\. {s tir111g6

clr(Ir()ni(s n]xnull(lufc'fs rDo"'e orrl 0l tlrt'

I)rirnrn' (ities, wher!' n]lrrkcts li)r lhcsc
npcs ol gouls rre lxrgel\ nrxturc. pr(^'id-
ing scn'i(c:rnd supg)n sill onlv lr'crrrnc
nrorc problorutic.

'l ul,
I;oR

sl;\R( H

(;ivcn nr:lnufllclr)rcrs d(.sirc lo \\'ln
r.'nj.lrnr(.r\' lr,v.rll)' l,: tlrr,ir llflrn(l\. (;f(\
(lhinlr uscd its trltlemerkccl Ilrxn(l l.()\'-
lrltt+ rrrthrxkrlr)gt in lhc sur.\'cf l() in\,cs-
tiglrle six ttrgetcd (alrg( )rirrr-r(lrig!ft1
()rs. ilir a()nditi()ncrs. pllin relic\crs. \kin
arrrc pr()(hr(-ls, inslanl nrxxllcs, ltncl che$
irg glror 'lllc nrrth()d()l()I\ glul.lcs ((,,1-

\u lcr ('(nDirilnlcnl to rr gircn htrnrl bt
id(ntifring krvaln clrirerr" :rntl ilultr,
-(lrxins" \\'ilhin cech cltcgort rrs \\cll us

lirr cuch imliviclull brlncl. In tltc instunt
nrr rllc cltr'go6'. kr,veltl' clrilers corrkl in-
cltrtlc uppeuling tastc. s()Lrl) tlritkncss.
xn(l lrulhcnlia txste. Onc lrrlrnrls lovrrll\'
tlrircrs ilrrr I,c lrrrotlrcr'r I11.rlty rlr'lrrrr..
clcpentling on ho*'the lrrrrnrls Ilcltirnn
()n Il)csc clinrL'nsk)ns rclalivr to onc an-
()tllcr. llul firr srxnc proclrrcts, lo\'rlty
rl'crrll clrn lt qrrite Irs': thc Lrrvlrltr ln'
r.lcr" lirr tlrc strongest l)rrn(l ()l'in\txnr
nrxxllrs. lirr e\inplc. \\'xs (rrl\ llr {)ul r)l

:r tot;rl possihlc sc()rc ()f l.(xN). \,():'t a(nr
\urncr\ intenic$'cd hacl tric,.l lrn rrvclrgc
ol lltrce lrrands in thc pust tllr(( n)(mlhi'

-

PRC ct.tttstttttt'ts

et t.i( )-t' t he i r r( t | ) i d l.)'

e-\pctttding cfutice ol

!1u)tls 6t d drc t,ct'l' nntch

itt an e.tplotztl{tt'1t 1111,r1".

thfl)ugh prckxgin]1 chlngcs. Protltrtr tle-
r'cloprncnt. or prodrrct linr cttr'nsions.

'l-hc nurket lirr hrttlctl \\',ltrr is l g(xxl
c1(lnlplc ()l dtr l)R(: c(,nsuntcr's (),)enn(.ss

t() rlpid m.lrkct dcvcl{)pnl(nl. :ln(l thc
\prrd $ith $'hi.ll nurkcls cun clc\'cl<)P.
ln 199f, thcre \\'crc ()t'(,r .l{)l) l)flrn(ls ()l
lxrttlccl $lter lclvcniscrl rrn 1\'. trtil,lulir(
turers hi(l nrshccl into u nrrrkct tlrt,y lrc-
licvtd offcrccl grcrt ()pll()rtunity l)ut
li,r.rn,l rcturn. sr'rt'lcrr..rnrl (, rrrl)('llti, rl
grlJiltcr, tltrn elpcctccl. \oTv rD:rnulJ(lur-
rrs nllrst find \\xvs lo (lilli,r(.rllilrt( tltcir
l>rorl,r<t. Elkrns so tirr ltlvr. lixusctl on

P,rrk.rgin6: tlrrklr,.'rt. lr,ttlt.. l,t,trl\'i7(
lxrttlcs. sgrrts-tr4r lx:ttl(... llDtl r'lc:rr c:rns
h:rvc rrll shourr up on storc rhclvcs.
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stanl n(x)(ll(s (q) prrcenl sithin tlrc plrsr

tllr(,(. x,nlll.. (1, tpilr(,(l ti, -{r p(jr(cnt in
(irr.rnSzlrr,rr r r(lle,t th, n,,rtlr(rn(r.'
nr()rc \\'llc l-( x icnle(l dict. Dxin i\ uls().r
Dl()rc x(('cprc(l pln of the lleiiin!{ (lict.
\cltrlr tltrr.c rltr.rrtr.r\ i,l tc\lr,n(l(rtt\ i,)

Ilcijing hid lrouglrt yogr.rrt in tht,pust
thrrr nn)nllls. s,hilc onl,v 56 pcrcc'nt ()l

Shanglrei rcspondents had (k)nc s().

SLrrprisingly, Clrt'ngdu resi<lents seenr

Io ltavc r succl t(x)lh, with tlrc lri8l)!st
pLrrchrse ltvcls trl fruit-flar'orcd sugar
cunclics. Chcngclr.r sltoss the highest
lcvcl ol teu bag 1'rurchuses es opposed to
kxrsc tea. rncl ulso the highest corrsurrtgr'
ti()n (r'$'inc, \'llh 30 perccnt ()l rcsl)()n-
clcnts hlr ing purr'lusrd \\'inc in tllr pxst
tllrcc nn)nths. l]tlt Chengdu resi(lcrrt\
( )\ er$ llclnlin!{ prcferrnce f<rr Ilcel trthcr
Ilr:rn l(,rci8D ( ilt.lrc[(\ i\ lt'.: .rrrlrisrns
(i)nsulI(rs in inlrrn(l aities tencl to hc
,r r( ,r(' ('r,n\cn'Jl iv( .tt trl prir'c- ic irt ivr'

(ihcngclu residents also slrow ln:rvirl
intcr(st in h(nne cntenxinnrenl. Chcngdu-
basccl intcn icsccs. t() the grqltcst cxtent
xnn)n8 lhr cilics sun'rYed. inlcn(l n) l)u)
stcrcos rrncl \'(ll)s. (;rrirngzll()u rcsp()n'
dcnts. t]r(iln$'hile. sho\\ed r distin(r prcl-
crcnr.'t, [or lllc m()rc cxpcnsi\c I)\l)
pl;rvrrs. ls ll3 pcrccnt of rcsponclcnts
pl:rn to prrrchlsc il unil in the nc\t tllre(.
vrlrrs. l'his is lln()thcr indicatron of thc
n'calth ol (ir.rangzlt<xr corttp:rrcd lo llrr
rrst ()[ (-llinr. OPTTMTsM

AND INN()VATI()N
v illl l'R(l c()!rsLllncrs .rttitu(lcs t()-

\\,11r(l I)rict] xnd qLrxlitv in flux. r.'rr|r-
su rtrct procltrcls mlnLrfer'tlrrcrs nttrst
.rl:i() p:lt, lrttcnli()n l() tltc rcilcti()n ()l'
(lhincsc constrrners t() thc c()Lrnln's lr('
.cltr.rting P.rrt',,l .,,ri.rl .rrrrl c(r,n,nri('
.h:lngc. A.cording lo tlrr (;rc\' (-llinx
:un'(.\'. ()\'cr 80 pcrccnt ol- rcsl'xrntlcnts
\\'('r(' ( rtlt( r (\lrerttcl\' (n' \cn' (,1)lrrtti'ti(
xl)()ut the I.uturc. -the (.hiitcsc con-
\u,llcr:lls(, evidenlll l:l\-()rs gr(il tcr
(h()i(,c. ()\'er 85 pcrccnt ol rcspondcnts
lrt'licrcrl th.rt it rr':r. r.[:sintlrlt' li,t' srrr.'r

ctY l() crlc()ura8e inn()virli(nt ilD(l trn-
( ()nvc,rli()nrl th()Lrghts. lhis Plrlrllcls
rcsl)()rtscs frorn elrlier (;rcy slu(lies tl]at
Icve:rltd the importrnce ol' inrrl)rrrtion
in lrruncl lrrrrchlscs ul-ross lr tr'idt rrrlgr
ol prrrlutt Lxtegories

(.lclrrl\', I'R(. ('()nstrilcrs cni()\ tllcir
r:rpicllv crplncling choicc ol grxrls:rnrl
:tre vcn ntrr<lt in rn e\pl()r:lt()rl' nl(xl('
liv(n il r c()nsumcr is l'xrnilixr \\'itl) l
l)r:ln(1. il' in nltc,rnali\c is urlilabls bc
siclc it on tlrr shelf. thcn th(, ( hxn(cs urc
high thut hc or shc uill ln' tlrc xllcnrl-
tive xl lcxst once. lhc rrxnutirclLlrcis rc-
sl)()nsc tlrus slrould bc l() nlll(h llr(,((nr-
sLtrtrcr's clcnr:rnrl li)r inn()v!ti(nt. \\lt({hcr

n
,rlrl

Strategy



Fooo RtterrtNc Terns Orr
l-ikclv contdlrr.rting l() (:hina s gfi)\\ ing

.rpt('tik l'(,r lrr'.rrrrltcl t'oncuttttr Frxdr is

thc rxlxmling prevalcncc (r' sulx'rmxt-
kcts. I)(nnilalccl l)\' Statc<)\ r'rc(l (lcpxn-
nl( nl rjl(,rcs tt r,nt end ()f lhc sl)cctrul],
ancl srnrll ncighl><uhrxxl stort's al thc
()tllcr, (lllinJ's rctiril secl()r lirr rnln,v

,vctrs lltrkccl chlin strlrcs of unv kind.
I nlil rc(cnth'. lirr cxanrple. lix)(l nit.lil-
ing rv:rs condtrclt'cl largt'l1 t'ithcr
tlrr,rugh snrlll, L'ollctivell ()r indi\li(lu-
llh rrs'nccl IIorrr lnd l)()p st()res ()r

Slxtc-tun -$ct nrxrkds - <)pen-air fresh
lixnl rn.rrkcts Tlrc ntrnther .l rnull rtr.

tk1^-nrlt'nt \trn(j\ in tllc nrljr)r (ili(s in-
crtascrl b! 3|i pencnt lxr$'ecn lq).i-9()-
trkrst ol thcsc ne\\'st)rcs ar('cither indi-
lirlulll,v or priv:rtcl1' ot'netl. Motlcrn su-

lx,r't]rxrkdr, l)\' e()ntfusl. $cre sclrc< lrr-
forc l9r)(r. Aec()rdinB to clatr from
Lr':.(:rrr'lt Iirrtt A( \icl5(n. lJ nrillion
pc()plc in Shxnghri \\rre sencri l'\' jusl

lilt sr.rch slrops in ly).i. Dlslribuli(D t()
thc nrilli(ms of ncighlxrrh<xrd st{ncs thrl
strrckc'tl basi< prtx-essc<i lixxls sls slorr'
lnrl cxpensir'<. l|ut tlris situati()n is stt to
inrpnrrc r.rtlicalll o\'(ir the ne\l (lr.t.Jde

rrs lirrtiSn investr>n rn()r'e int() lhc supcr-
nurhcl scctor. hringing m(xL,rn suppl\'
ch;rin nlrnagcmcnt and lcchnohrgl.

'lhc driving [orcc behincl lhis trend
has becn. of r'orrrsc. thc (()ntinucd
growlh ol tttc l)ll(: ('c(nr()nry. Gr()ss l)(>
rnrsti( l)r()duct grcu, bv roughly tl pcr-
cellt r _vellr li'()l]l tt)85-95, according to
olfir'irl IrR(l rstirnxtcs. :lnd iJ p()jcctc(l
t() c(nttinuc to grln stronglt' into tlrc
ncxl ccntun'. ,As (llrines(' inc( nlles haic
risen. so hls spending on ftxxl. ntich
n()\\' ir(c()!rlts lirr alrout half of lll con-
surncr cxpcntlitures. In panituhr. gur
plc lrc ltconting rrx)rc \tilling l{) l)u)'
prr rrssed and packegc<l for xls. ancl to
paY slightly highcr pricrs to sh()l) irl
clcarr lncl c()n\,cnicnt supcrnrtrkcts
r:rtllrI tllxn w(l rtl:tlkets or portrly
strrr.'kcrl ltrirl sh()Ps (s(a,'nc CBR. J\W-
August 199r. I).tl ).

F()rcign p.rrticipillk)n in rctxiling $,xs
lirst perulitted in 1992 ur([er St]lc
(:()unril pr()risionul regulations that
siln(ti()ncd rctJil i()inl vcntulcr in 1l
('iti(!' un(lcr higlrlI rcstricti\(' tcrrrs
Suhse<lrrcnt rtgulntions. issued l11' tlrc
li)rflrer IliDi:'tr'\ of Intt'rnal Tratir. rc-
<lrrircrl lirtcign in\,cr'()rs io rctail opcrl-
ti()ni l() f()nr i()int vcnlu('si pr()hil')il((l
sLreh vrntlrres lrortt selling *'holesalr or
ir(ling ils inrp()rt-cxp()rt agents: lnd
stiPul:rtr'rl Il)xl Irr'( tr,4 (r)o:.isl {)l' n,,

nl()re tlun lo l)rrccrl imlx)n(l g(x,(ls
l)('spit( such rcstricli()tls. l)\ l9()() tlr('
r'lr,)ll)cr (r' slrops [un<ircl. t() s(nll(' (lc-
grcc. bt tirlcign inrr:stors ltlcl jttnrpcrl
l'r(nr l.l-j (.rlrx)\l llrr's,rrtx':r. tlu Prt'ti
()us \:cilr) l() 2.7t3i. And l)\' call! l()L)fi.

lrxrcl inclustn' rcsear( ll Iinn 5r\,lrr()ur-
(ix)k( l.t(I. a(lcntilie(l nr(nc lltiln tto sl)('
t rftr pt'oicrts:ttrtl lietn:r'. lirr lirrcilrr irr

\'.slntnr in fixxl retailirrg in (.hin:r. hrrll
o[ stieh hure shncd up

VH[f,E rs
THT M()NEY (;('ING?

'Ill('rn(,51 pl,pulJr (rlr('i l;)r li'r(i*ll
invc\trngnl in Iixxi rctailing ltl'c hctn
llcijing. crr:lrlgzlxru, :tncl Sltangh.ti'l1tc
olcl r:ornnrercirrl c pitxl o[ ClIinr. shJr']l.l-

hri ak,nc lct'rrrrnts kr- :tltrrrst ,rnc'tltirtl
()l llre cour)try's forcign-lirndcd rctril
orrtlcts. lhc r'()ulhcril aitics ncxr(:'l
Il(Dg K()ng. i.tcluding l)onggurtD. lirs'
hirn. (;uxngzh()u. and Shenzhcn..rll in
(;uJ ngd()ng Pr()\'incc. hitvt' pror crl
t<lrtirlly .rtlrlitrvc. c.Ptr'illlr [r'r in-
lts(rrs fnrnl thc lirrrncr l]ritirh eolrnr-.
lnvestrncnt in ll(ijing has loctrsctl on
dcpartnrent st()rcs, \\'hi('h har'c lortg
(l(nnil1irtc(l thc rut:ril sccnc in tlr( .r(l'
nlinistrxtivc cxpit.ll. 'l'hc l):l(cnr in lix,(l
rrtaaling hxs l]ccn sirnihr. lmn.c s (lilr-
r(,li)Lrr i)P(,n(d ll sup(rn):lrkcl r,1 ll('iirrlll
ir'r [)cccn)b(r 1c)95. rin(l tr{irkrtt ol tltc
Nctherlanrls optnr-cl onr: in Novcnrlrcr
It)97. lt0-\'()k.rd() o[.lapan lrls pl;rns t(l
inrcst in rr chalin ol supcrmarkcts. l)ul
n() sl()res h1\'( !cl hc(n buill.

Thrcr nuin rctxil chxnncls hlvc.rt-
tractt'd forcign crpital in (.hinx. 'lhc
hn;t. thc upscllc tlcplnntcnt st()rc rliu-
kct. hes had rr flrininr:rl cfli'r't ()n lixxl
rct:riling. Iircusing ()n high{lualit\ n( -

lixxl itcnrs for lhich thcrc hls l)('(n lil-
tlc clcrnand. Jhc nrarkct lcxder:i ii! tl)is
s(\'l(), .r'( r)uinlv .lirlun(:'( ((nlll):rllr('\.
t{illl Jus(\t, lsdxn. l)lici. ltr-r-\irkltckr,
antl Ylohan thc lcrtcling c()urpltilors.
\:l()hiln. h()ivcv!-r. tlt'cllrc<l blnknrPt<t'
Iast vc:rt :tncl r'cclccl nltnlgcriltl urntrol
()\er jts i()int venlurc \c\tirqc l)cl)irrt-
rr(,nt st()re t() its 0annc[. Sh:lrrgllii \().
I l)cplnnlcnl sk)rc.'lhc rortrplnv so
its shurc\ in \iohan l,ilnehcng.:r tlr:rin
ol .12 :.ttPt'rntrtrkc'lr in rlt.rnllrrrr. tr,
I)ut(h cornPrrnv Ah()l(l in c:lrl\' l99li.-lllc l.i()n (;r(nrp ()l trlillxlsiJ lrr\ l)uill
ll)r(j( l'.rrk:'()n i\l()r(rr. Jn(l ll,,ng I'orrg

Llr()up\ su(h as \crv \\trl<l l)crclrrp-
or('nt xrt(l \{'ing ()n hllc' rrlsrr scl trl) ra-
lnil ()perati()ns.

'lhe *-crrnd rcruiling ( l)xnn('1. (()nr'i\t-
ing ()l rnodcrn sul)( r!Ixrk(1ri. \\:t\ lilsl
(\l)loil!d l)\' ll()flg K(r)g lirnrs. llLrttlti-
ion \\'hiur)l)():r r4rcnctl itr lir\t I'Jrk \
Sh{)f, outlcr in Shenzhcn ,n l9tlr .lI(l
Ir.rs etidecl (rl) st()r(s sin(c l1)9.1. Ilc(l
cltip (ihinu Rcs()u('es ulso luttntlttrl stt-

lnI,lr)ilrk(ls (,n Ilrr' rr]illnl:rrr(1. l)('nirll.l
ils li[\t \l(,rc ir) slrcn/h(n in l()()l l).rin
|lrnr joincrl thcnr thr('r'\'cirts htcr. (:\-
l:rlrishing its \\i,llcorttc .hxin in.r nunr-
l)rr ()l citie5. rrrclutling 5harrglt:ri .\n-
,,rlrLr .r('tr\'( llo ti t 0l]ll l)l.r\('r r\
(;urrng rlr lloklrngs. \\lritlr hls thrrr
i,)rrt v(rllu,(. r,rt tlx'rtt:rrnl.rncl lltt pri-
nrrrr'1 lirreign th:rllenger to tlle llr)nB
Kong sr.rpcrnrlrkct grrulrs is Ahrrltl.
r!hir.h lus in\cslc(l hcrrvil\ in ils'l()l's
c'ltJin in the I'R( liY 199?, tlrc l)ut(lI
lirnt lracl opcncr.i Jl slorcs utrrl
ru,.ltirrctl .rnntr.rl s.rk.,rl ill i rrrilli,'rt.

'llrcrc are also u grou ing ntrrrll)cr (,1

ckrrrcstr< chlrirrs- \ll,st r)l lhcsc lrr( still
snull. $itlt iln a\,(ragc ()I I r st()r('s :lnd
orrlv rr Lrcelizcd pr('rcn(('. ll()\\'(\'cr.
l\\ () inrp() xnl (l()rnr\ti('ch:rins hJtc
cnrergctl: Thc \iti(nrxl Intcgrrt(l (-()rn-

lxn\''), llu.lli;rn (.(rnlttr(r(i:ll l\ril(ling\
(ircup llluillixD) unrl l-irtnhua Super'
orirrk(1 C()nrpxnv l-ld. ( l.ixnhur ).

llulli:rrr lrrtd l-ilrnhtr:r arc lhc lltrgest stt'
perrnlrkct c()rnl)anics in (lhinu, al-
though rheir totul sal:s, in thc rrurgc of
$ l(X) nlilli(nt. tctnrin rr,(lcst .(nrl)rrc(l
to thcir multinlti()nxl a()n) l)('l il ( ) r\.
'l'h(llgh slarc-(x\r'lcrl. thtv lrc rnln:tgccl
relativt'lv conmre'rt'iallr [Jrralirrn. [irt cx-
!tnl)lc. uscs ((,nrp(liti|c prrting tcclt-
nit1rr,.'. :rnd hlrs :r<lr'Itc<l (rntp('trt()r\'
nlilnlgcrllent nlcrh(xl\ \\l)cn ncr'(5s!14.

llpcrrrurkcls. slorcs rr.itlr a llxrr urelt

r,[ lt lclst 2.;(X) \(luilrc ntclrrs lsq nl).
lt;rrt lr<en ir thrr(l r)urc lirr fort rgn in-
vc\tnrent Gi\'(n tll.t nn)sl sh()Ps in (:hirla

c()\cr lcss thiln .l(, s(l nl. rn(l tlrll t\\'()'
thirds (r'suF:flDxrk(l\ arc undcr l{X) s(l

nl. tll(s(, mJtkels irr( ll r(lrti\(lv nc\\
trrn(c1rt f()r Chinn. (larrclirur $'rl:\ tltt lttsl
('i)n1p.! ) t() ()l)(. .r h'r'Pcrrrr:rrkct rn
(:hinx. lts Uciiilrg strrrc. nhicit r lPt'nerl in
l)ct't.rrl)t,r I995. l)illn 2lII) lixxl itcnrs
rlr(l .1.0()() non'lixxl prrrtlrr<t lirr(s rlis'
pl:r'r'ul ,rn ir rlurp llror r)l (^('r t.r(I) sq

rn. (lurrcli )(rr :'ul)sc(lucntl\' in\ $lc(l in lhc
(it\ i)l (:h()ng(ling. shi,.h Irr. lrccn
l:rrgcll ignorcd lrl tirrcign inv(il()r\. irn(l
ll()p(s l{) ha\.r ll slrr|cs tlrrouglrout
(lhinl hv llr( cr'rd ()l l()911. \lreuclt tltc
lxrgesl I)lt\er in I;lrn((. (lirrreli)ur llxs
r.rpirlll lttrlnrc tl)c rrrlrrk(1 lcrLlcr in h1.
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I)r11ll:rrkcts in (.hinJ l]Lrt tllc ('(rIpilrl\'
h:rs not hl(l thc nrJrk(.t to itst,lf. llr thc
.n(l ()l l()(.)6. Nit'l:'t'tr rer'orrlc<l t') It11,)cr-

rll.rrkLli. .r(r')\\ lll( ('r,lrrllrl' ..\nd lirrcitn
li11n ll('l(). Il.rkto. unrl \\':rl-Nlart rrll
hlrc ut lcu:l llti(r st(n$.

Hulli:rn s:r'.rlkrtecl to rttt'rge sith llrrt,t.
other lix:ll rlxrutors. Slnji:rrxli. Sllrnghli
Fricn(lsllip & Ch'crscils Chinesc (imrpln)'
Croul) C()., xnd N(). lt) l)epanllsnt Storc
r.till kn,^\n 1r\ \\ing On. hul (li\tin(t
fr()rr thr llons Nl)ng VinE Ofl [r()I]
\\'llich il wu\ scPrrratctl in l91rt. The
Zhongru.rn C(). in 'firnjin joinc<l thc
chxin in 1(;)rr-. (;()!'ernmeot supp()n hirs
also rn:rhlcd tluJlitn xn(l l-ienhua t()
tixtrr i(,int \'cnlurcs \\ith ti,reign in\,sskrrs.

-lhcsc rc<ent nrcrgcrs rvith srraller
cluirrs pnrrnisr lln in(rcase in sllcs. lncl
I\,rhirps l)r,)fi(s. llrc rncrgctl (,rnll)xr)ic\
$ill lrt.ablt t(, x(hicrc cc()nonlics ol
s(JI(. intc.l in ccnt[rl ptrr,.'l[r.ing unrt..
grin lctcngc in ncll(niating uith sul)pli-
ers. lx)m)\\' nt()rc t() in\,cst in ntrr ()ut-

lets. ln<l lrrormrr I tt.rin l'mnrl nanr. :rll
of \ hir h (ruld help thern (ompctc \\'ith
li)ftrign Phl'crs.

ON TrrE srDBr-rNEs
Noti.cirl)lr lly thcir ll'rsence arc tlrc

nujor chlins lrrur thc t'nited Kingcklrl.
shich llas onc o[ llte ntost clcvt.k4rcd
supernrilrkcl in(lustrirs in I..uropc. This
nla\'s(x)n tltange, hos,evc-c l'cs(r). tlrc
t:K nrxrkct lclrlcr errltrrrc,cl a controlling
strkc in (:hilr()en Ilr)kphun(l s Lotur
cll!in ()l suprrm.rrksls in trl Y l9()8.
Cluroen l\>kphln<l opcnetl trlo l-otus
SLrpet(.cntrcs in Sh.lnghri in carly 1(r()tj.

arld r(p()rtc(llt' pllns to expantl in
Sh:rnghai ancl iD zhciiung .lnd.lixngsLr
pr()\'in('e\. ()nc snxg ntil\,bc (.hit[()cn
Pokphlnrl s rcccnt finrncial lr()ul',lcs,
r:ru.ccl lrr lhc (((,n(nri(' ILrnIxnl rn ,ts
h()nrc nrilrkcl ami high lcvcls o[ in\'cst-
mcnt tr (.llin!. 'li':,c( ) is 1\ i(lch tln)uglrt
k) he invcstigating lh(: p({cnrirl ()I tlrc
ChiDcr'e rnxrkcl. h{)\t'cver. Jnd l-()tlrs
uoultl be un irlcll rehicle lirr such l
morc. An()lher ITK linn. Nlxrks an(l
Slxncqr. hrts h.r.l 'tott's in Hong (,,ng
lirr st,rcr':rl lrilrs an(l is also reprrnc<jlv
consiclcring rctilil in\,(slm(:nts in lllc
nrxinllnd.

\\'ith thc cxtcption ()f \\'irl-\lan iln(l
I(iA. t'S Iilrns rtlsrr rcnuin ()n thc si(l(-
lincs of lir fet:liling in Chin.t. ()\'cnlll,
thc Chinx rlrarkct is still \1)ung c()rr'
parccl kr olhcr c rcr.qing nrlrrkcts, lak-
rng it lcss irllnl(1i\c li)r lirrcign lixxl rc"
lailcrs. l\lJrks an<1 S1:r:nccr. lirr cxunrplc.
ll!5 r'r)n\'( rltrll((l ()n Ai'ixn ((,unlrics
rvitlr higlrcr l)cr elpita in.()nrrs. t S

.()!nlxnics. ureanuhilc. lcnd t(, li)(us
on crPlrnclinr: llrcir shar'c of thc l'S rrrrrr-

ket..\n(l t 5 firrtts thut hrve sorrght rp-

In)rlrlrritiet otcrrc:t.i lt.tvt lTrclcrrtcl lo
,nv( \l irl L:rlin .\rr\'ll(ir r.rllrrr tlr.lr] .\*r.1.

llich.fil lJou la; is r(,sqttc'h nttuuger
-\r,.1'rtt )t t r-(,1r )ke l.ltl . t.fittl ttttlttstrr
tL'st '( lt dtul l)t.blishittl.firu buttl itr
ltn tDt. IDfi)nvtli,i i)t tht urlicb is

alrtt lirtnt tht'Jtrnt s liiL' l()t^9 t4'111
lixrl R(liriling in (:hinir

TlrE cHr A BUSIIIESS nEVIEltv \,1,1.1,t).) tt,t,)r'l t'r)\
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'llr,rLrrlr lirrcign rctrilcrr huvc nrrrdr
:iillnilicrnr inr)l(ls inl() thc l'll(- lixrl rc-
t;riling sectrlr. lln exJ,ltinrti(m ol <xrc o[
lhc ((tuntn-s rkrninunt ckrntcstir' pluycrr
in(li(Jtci lhit PRC ((n)rl)qlik)rs rnily n()t
l^- lirr h.lrin<i. HuliiJn \\'Js csul)lished in
()(l()l)e[ 199.r h\. tlrc (]hina (i)nl)1crcc
l':ntcrpri\cs (;()ul) (l(). (its(.ll ()\\ncd lx
thc l()r[]cr ]linisln' (,I lntcrrul lirclc) :rntl
th( e(nnpnn! Ilulli:ln (lnrrnrcrci:ll Iluild-
r l.l\. .)\\'n('r rr[ ], oP( rrli(lDi' in rlrilir)r
citics. 'lhe.,t, 29 StJtc-(,\\-ncd rL.tJil opc..l-
lion:i ()l \alri()Lrs kintls scrc ntcrg<rl trr

tilrnr l rchil chlin llrlc 1() c(xnl)ctc \rith
fi rrr;ignJir nrlctl clxins. llurlirn lus clcvcl-
<rycl ir nunrltr o[ j<)int v(ntures ivith ti)r-
(ign invcskns. nlost in Sh nghiri. ln lqx),
Shrn,lui tlrulirn C;r(,ul) iur(l lhe Ji.rpan-
crc lhici (i)n\'('nicncc Svstctr$ sel up r
Si ntillion irrint vennrrt rritlt thc airn of
r1)('ning fi lit l{-lr()ur c(nt\'cnien(c st()rcs

in sl)iurlrrxi in lq): xn(l 5(J{) nn)rr sk)rcs
(^r,r th( n(.\l 6r'r. r'e.rrs. ()tlrr.r 

l>ennerr in
x vrlricl\' (r[ r'cnturcs irtelrrclc lhiri c()r]-
glrmctirtc t)har<t'n l\lkplu[c] rrml lJong
K,rn8-lrlscrl l.i l)('lUl l.nrlr)rtunr ll(,1(lin8..

l'ly nlid 1991. llurli n sl()rcs t()t,rlcd
l(),1 xcr()ji:, tlte nJti()n. \\'ith Jn al'crlgc
sl()rc Jrelr ()l J(,l)--lOO s{l ol. A c(}l1lput(-r-
l)irse(l inli)flnlti(rr syrtcll \\'as intr(ducc(l
in 19.1. althoLrgh ()nl\ -l) l--r.cDt ()f t(rrl
ntcrehuntlisc soltl ltas a lur crxlc. Operat-
ing J .10.t)0() sq Dr dii'lril)uli(,n ccnt(r.
*hi<h cln hanclle up lr) t.{X)O (llses of
g(x,(ls Dcr cla1. has cnabletl llurlirn lo
lrrrnrir rnrt into ulroltsaling. And lcurn-
ing frrrnt <t:nrpctitor I-irnlrua. llualian
norv pl\.s su1'r1'rlieni in Jdtan.( li)r.1.([I)
rctail 1.lrr xluct lincs.

lllh HLrrrlian :lnd Lirnhur urc lxnclit-
ing frorrr thc g()\'crnnlcnl s rclirrnr oI
Stllc<r$'ncr,l cnlrrpi\rf, { S()Isl. ()ne ti, -

Iurc ()f \shi(h is olficial cncour:rgclrcnt rrl
tttcr'.r.1r:rs oI lalqc entl srtull S()Us. Ol)vi-
ousl\' kccn t() nrJinlxin l largr: sh:rrc ol'
rl)c rclxil scck)r in (krnesric hlncls. tltc
11()rcrnrtcnl has strl-rportcrl thc c()nlp:r-
nics ln rlrinling llrrnl grrxler Jul()nonl!
llrJn lrrr)t. in ,rtlrr,'r .trtrrrr lltr:tliltn r
rl,rnrrn:tnr'r' r,I tlt.' slt:trrFlr.rr nt.tIkcl. rn

l).rni(ul:lr. i\ hcing pror:rott,tl: in l9--9tt.

CoMPr-ETtNG
.IHD T()() D (:HAIN

(),rc ()l lllc nr)st lrc(lu(inll!' r'itt<l clilh-
cuhicr lueing lirixl corrrp:rnics in (ilrinrr

hus lrcn thc fra8Dr(nlc(l nllurr ol'tlrc re'
t.ril scr'l()r. ard tlrc I:r(k ()l Jnr'(cnlnrl (lis'
trillutiorr \'urchorrrcs or dorninlnt sulxr-
nLrrkcr ( hilirls \rilh \\ lli(t l(, (l() l)urincss.
11rus, thc g:rp in (lhin:ls rct:ril lixrl rnar-
k({-;rlr(xd,v sp()ttc(l h}' sort)c irvcsl(nli-
is in suppll ing th( orilli(nN of snull inclc-

l)(n(lcnt 5l()rrs. $lticlt arc :rc cr rrrnting lir
xo in(rt,iNing sherc ol'urrrsurner' s1x'rrd-

ing in (lhini. I1)crc \\'crc ltlrttrrst l-t nril-
lx,n r rlt rl()rcs rrr l(II) rUl) li pcr((nt in
l1\r) \'qrri,. Tltcsr'skrn:s arc t:tking nrar-
ket shrrrc:r\';rt fr<lrn thc Stille-(Nncd scc

ti,r'. il(('ounttrg lirr.r thrr(l (,1 rcr:ril \:rl('{ rn

lW(r. r.orttpared t<l u hlilt irt l9t9l. rccord-
iitll l(r drc (,bir,4 -V(/tirlic.!l leorlnob.

Irr.lt,trl. the lirrg(r hll)(,nnJrkcls ir)-
r. reiLsingh' seen to l)c s(n ing thc shole-
rtlc r'.rthcr thiln tl)(' r(Llil \('(l')r \lJkr(is
.l.l.ll()0 sq rrl store in (iuangzhou, rrhich
opcncrl in Oct()lxr l+)6. is r nrcnrlrtrr-
()trl) (luh. BY nlid-199-. Ilr( st(xc h.rd
l5(|,(XtO mrnrltn. ntlnr'ol $'ltotn rverc
<:rrncrs rr[ snull otrtlrtr Rcstatrnrnts. htr
l(l\. :rn(l iilnl((n\ rn r,flt,.r' .rrttl ll('krricr
lrc rl l lrtlractcd t() thc sl()r( l^-urrsc of
its lo\t priccs and hulk patk:rged procl
u(ls. ()rlrcr lrl p'rnr:r rkct.. tlrough st,niog
$1x)lesalc custonrers k) s()rl)c cxtcnl. hi\'('
Ir'n(l(d l,) lre.nr.rlIr-\l.rkrrr in Bt,i,in8
(1)\'crs Io,(X)O sq nr. and \\'rl-\lan s Supcr-
(cnlcl in Shenzlril ili l-.(XI) s(l m.

(lhina s lixxl nlilrk({ i5 v) lurgc arrd rli-
\(r\( tllrt it i\ \Lrrc t{) t.t1l.un lrighlr fr:rg-
nrcnlcrj lirr nliln\- \'c:lrs. \() Ii)rcign ()r
(l(xncsti( conlpan) hls ntor'c'than a snull
shlrc oI anv krc:rl rctail lixrd rnulkc't.
ll()\\'evcr. cllain storcs accountcd tirr ln
c{inrxtcd 5 pc(c,rl (r'r(l:lil sxl(s in []ci-
jing in 1q)6. nilh thc ligure ctpedrd t()
RJrl) li lx'r(enl in l'^)tl ll i\ n,,$'I,){)\\i-
lrc thnt. $'ithin fi\.c vclrs. Chinr i{ill
hr:rst a retail icel()r thxl llrlps rillltcr tlun
hintlcrs thc (listril)ulioD rrl consurncr
grxxl..

-Ritbttrl Iitt:les
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'Ii) (l(lcflninc lhc rrxrls ol' r.rrrlstlrrcts'
r lLrnging preli'renrcs, tltc (lltinrtlluse
srrrrt't' lrskc<l rrrbjects .r rlrtilc ()l qLrcs-

lr,,lr\.rlnrul 8( n( r.rl llllrllr(l(\.rrr(l (,1)rn

i()11i,. (.()n\Lrnr(15 in (itt:tngzltl)u uncl
l|l,ijirrg tlcril\. sh:rrc s()t]l( !r)n(('t-n:
:rlroul errrr'tontir. r.rnccfl;rinlit's. Irttl 1tt -

lrlps lirr clillcrcnt rexsrnrs. Anl(nr8 llci-
jing r,.,sPoDrlcnts. 6 r p(.r(cnl lilt ltss sr'
<rrrr' in tlrtir' joh tllrn tlrcv trs,.cl to,
signiticrrntll' rnorc tlran ilr tlr(' ()llrcr
( iti(s lr is likcl]' thrl l'll(l l)lxr)s I()
slrrirrk tlrc sirc ()f u()\'crn,r1( nl :u1(l Sl:rtc
cntt rprisc y'revrolls lrr'c rrrorc kcc-nlt lilt
in lJciiing. llrc scxt ()l'g()\cfirfl)(nt. tll:ln
luntslrr'rt clsc in tlrt' (()urtln'. sioriLlr
un((rtilinli!s r\i:,I in (;uxngrh(nr. l)ut
,rr(, rrr,r'r.' lrkt'lr lttt'['rl lrr tlrt ,rngDrrlt
j\\i.ll (\r,n,,tlir' sl,rrrr['rrtt. .ln(l J).rtlir
rrllLrlt'thc iorl)irct ()l Asirr's trorrhlts rxr

nr.ighlroring Il(nrg K(nrg.
'l ltc lrr'r,.r,.1 srrtrrl:rrrlic- I\'l\'((rr r(\i-

(lcnl\ ()l'r'Jri()Lls ('ilics \\'r'rc lirr rr()ru
rorrpclling lllln thc (lill(rc,r(c:'. \l()sl

rcsp()n(l(nts rejettcrl tltr n()li()n tlrilt
tllc\' \\ er( lreurnring \\L'slcrnized---< ,rrl\

l8 p(-r(crrl ol :rll rcsgrnrlctrts dcscrilrttl
llr( rn\( l\ ( \ .r' \\i \l( flti/((l (.1)II1( .r'
ln c()nlIlrst. -ll I)sra(nl prclerrc<l tlre
''rnoclcrnizcrl (.lrint'sr" [rlrcl. I]ut rrs (:l1i-

n('se c()nsur)lc'rs Il()('k t() NIcl)()nirl(l s

arrcl KF(i. lrncl rvlrrn voung pcoPlr,'
c hoosc \lir lr:rtl .lrrr<lrtrr rrrrri Kolrt'
[]nant as tltcil lt(rrtcs. it is <li[f]crlt t,,
Lrndcrstlnrl lll( (li\lin('lr(nt l)ct\\-cen lh('
lllxls nrrxlcrnizctl" irnd -\\r'stcrnizc(|.'

I'crhaps thc high r.rtc of c\pcrinlenlu-
tion c\pl:l,ns surlr lrt ltrt r ior'-llo l)ct'
ccnt ol'tlrc inlcn'ie\\'(cs saicl th:rt cvcrt
tlt,,rrFlr thc) likt to trlrtricntc l,rrtiBrr

A(s,(l\ ll,r tlr( 11,,rtlty tlrtr rtl.rin llrcrr
''(llrincst' h:rcklxrnt''

Sr.rbsr:r1r.rcnl uuLlvsis hlts lrc'en aintc<l :rl
un(lrrsrxn(ling l)crl(r lllc (lislin(ti(D l)c-
lrvccn nrrx[.rrt" iln(l '\\i'stern in lll('
cr(\ (,1 l'll(. ((,rl\llrrr(r\ l,l('\' (:lrrn.r .
(lurlitrlivc sttulir's suggrst tlut th( (rnr-

cept ol tlrc rn(xlem-' (-ltincsc c()nstrnr({
i. lrh, rrrt lx rrtH .r lt rt,h. r - llrvrng , ,nt':'
()$'n ( )pini( )rr, l)(,irlg intcrnrtt)nxllf:r\\ilr('
and oprn nrinrletl. rrnrl taking tltc l.)cst

fronr lrrrth Iixsl iln(l \\t'sl. ln c(nrtrxst. l(l
lx _\\t'sternizc(l is lo lrc sccr1 es l tirl-
kr$cr $lro inlil:llc:' ()r lirlkrss Iltshiotr rrr

crxlsurnct lrenrls. ltncl is consi<le'rc<l lt lrit
nxrrc supcrlicill untl scl6';lr.

'llris prclcrctrcc [or "ortrclerrr'' orr'r
''\\c.slcrn :'ul.ll.lc\l\ :l nurrl)(r ()[ slrillc-
llr( \ I( , Ill.rrk('l('I. l' rr rn.trlttr'r' qr r xlr rn
(lhirx. I;irsl. up1'lculirrg to trrditi()nirl
(ihin!'se vllucs or nr:rking e rvholcs:tle
trlllr.lir l,l' rrrrrh('linll Lr(Ii(\ l(' (.llill.r
lronr t ltc \\ ( sl \\ ()u l(l sccttt to lrc
equlillv t[ronrccl t() |lil. 'li)(lx\'s (]l)irt(s('

('()Dsulrcr is tirrrscd ()n inn(,\utir)n ]n(l
prrgrr:ss unrl tlte bcnctlts tllirt tll(s( (xn
l)rinA. Ilic\ ure:rls{} l) )u(l ()l (lllinJ-
()u pcr((nl slli(l il \\'irs lllc l)csl a()trntr!'
to lilc in-encl proLrrl to lt Ohincsc,
\\ith 8l pcrccnt r(sp()n(ling lhut Chi-
ncsc "alulvs rise () tltc occltsion:tncl
( )\ cr(\ nllc th(ir pr()l)lcrDs.'

Int('r(slirtgl\'. .l r(((nt l) )(ltr(1 l:ltrn('ll
c()rrlirrnrs vcn \\rll t() lhi\ Jn.rlrsis ()l-

rh('or:l[k.1. \\:rhaha hls irr:t litunchccl
l:uturc (-r)Lr. a soli rlrink tll.lt i\ (lc.lrl\'
turgctcd lrt lllr _Dl()(lcrn" (llrincsc (irl-

lll()uBh tl)c ((),tlp.ln! rrrir\, n()l lla\,e
tlrorrglrt ol it in these trrnrs). 'liir(kinll
1lr(' lx!1inrn:ln(c of tlris pnxlrrct unrl thc
cxlcnl l(r \\'trich it cun chullcngc tltc
n)arkct slliLre o{'<lorrinlrnl soli rlrinks
\u(h:r: (jx:r-(jrl:r,,r l\'p.i sill lr,. rn-

t(r('\ling. Il Ftrtrrrc (irLr <Lrcs rrtll in
tllc nl:lrkrjl. it coultl Pror irlc J t(,nlplul(
fi)r (lhin!5e I)rrntl nrrrkctintr.

'lhc l'll(l (1)nsur)lcr'\ ()l)tirl]isrrl ]nd
tIsi[r'lirr inn()\'!li(x] hlts lt:tt! :r signifi-
(';rr)l (l'lcct ()') c{)llsLrorcl spcrtcling lncl
(1 ( rx,, x gfr,u1lt-rtr(l(\,(1, (r'n\Ulltlrlx \r1

rivlr['rl invcslnrent lrs u sour<e of (]rrss
l)()lllcsli(' l)r{)dLr(l gr()\\1ll in tllc nri(l'
1990s. II()\\-(,\rr lhis (nginc ()l llft)\\'tlr is

Itginninia l() strll in thc lircc ol'in(ruus-
in.q c( ( nn ntli(' unccn:linl\'. ( )r( r lll( pJst
crxrplc ol vcllrs. pr()liling in tltc (on-
.rrnrc.r gorrds bu:'irrtrs hrts lrr't onre
hrrrrjtr in Chinu. TlroLrgh thc (.llinrlllsc
strr\cI rtve:rls r ntrrlll)(r ()l Prlssihlc
gr()\\11) ilrcrs in thc (\)nsunl([ n]arket.
tlrc t'csrrlts rrl{ itttlirulr. tlt.rt lir|tiurt itr-
\'(st()fs (lln cxPccl (;lrinesc (()rlsurners
t() (lxrtinuc to l)c cutrtior,rs spcntlcrs, rtt

l(lrsl in tllc nclrr hrturc. rt,

t,t(;t'RI.: 2
Itr-\\\r l) I,r R( !r\\l\. 1998-,1(X)O. rr'l (llr\

l,r tr( 
' 
\r (,r

! tt. rltrrs

I (:lr.rrr(l',

! t;Lr.rrrgzlr,,rr

I \lurr(lr.I

.lr

\l,,lrile |1r,rre l)\l)I,l.r\.r (1,,1,'r ltl(\r'r,,rr{1 \rr.(,rxlrrr,,rx'l
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Sdll.) ,4. It.ilx)lt is tt)t
trlrilr.tlr)r trt lhr l)4Dt,l rl
lhr (.liild l,tfut i4lit )D(tI

l:cl rttrn t (ttkl -lirkfu
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i lhrtR tu)n!a.

A aIFtr RcarlD sYsrt_M
Thc kcl pictes ()f PR(l legislirli(nl {()\'

crning tlrr. t.rrlirlc'crtent ()f llrl)ittrl dcci-
siorrs :rrt, llrc 1995 Arl)itrirti()n lir\\'(.v,(, fh.,
arl?. Sel)lcr)rl)cr-()(t()her 199(). l) Sl)) n(l
lllc l1)91 (li\il l)r()(e(lure Lil\\'. \\lri(l) rc-
pllcctl tltt l-es on Civil Pr(xc(hrrc ()l lhr:
l'H(. I f(rll.rtr\1'r .rrtd rntr,rltr.i'rl rr( \\ l)r(!\i-
si()ns (nr \lri()us aspects ol- lrhitrlrl arr':rrrl
cnli)rcurlt( nt. (:l)rnx ll:rs also ioinrrl var'iorrs
intcan:r l i( )nir l (()nvcr'lti()ns ancl lterlics, tltc
rl()st inll)(nlilnl ol rrhich is th(. 1958 Nc$
\ink (l()nvenli(n on the Rccognitiort trnd
f-nli)r(-crn( nt ()l'I:()rtiign Arl)ilflll -,1\\ rrr(ls
( \c\\ \i)[k (:( n']vcnti()r'l ).

\\itllin lllr. l('.q.rl \lru(ltr(. (ilrrrt.r rttrrin.
l.ltn\ .t l)lllt,( .lt( (l .rPpr, '.r.lt t, ' li,rr.iSrr rc

latccl ancl (l()rDCstic llrhilrlrti(n] (xscs, ilp-
pl)'ing (lislin(t s(ls ()l'rLrlcs anrl prrxcrlures
lirt lrr'tcltrctinq lrl)ilaxti()n clrscs trnrl r.n-

fort irrg lrbitral u$ ercls. l ltc P()tcnti:lllv
probk.nratic (ltch k) this turr-Pfrrngcd ap-

1tr'r':tr lt t,' .rrlrrtr'.rti.,n is rlc.tcrrrrinin;l
r','hctlrcr rr casc is firrcign-rclxtc(l. Cl)ina s

c()urts, in(lu(ling Ihe Sul)rcnrc I,r()plcs
(-otrn. corrnronlv intcrprct:l c:rsr, lrs lirr-
cign-rcl:ttccl orrlf in instrr'ttcs shcrc at
lertst oltt partl'to the clisptrtc is rcgisttred
in.t li,r(.rl.lrt lttr'rr.lr. tt,,n ()r tr il l;,rcign llx
tioltllt thc subjcct nrlller is fi,r(.ign xn(l,'or
Ircatc<l ovcrscesr or thc lcglrl rr:letions]rip
(Ihc c()rltruct) l:rs rltaclc, anrcnclctl, rrr ter-
minat('(l ()utside Chinir (llscs in\'()lving
()nl! Pll(l-rcgi:'lcrcd pa[ticr :rnrl lrrnsuc-
ti()ns l(xxt!(l in (lllinl rrc rlrrnrrrll! rrrn<i<1,
!'rc(l (l( )rt)csti('.

I nrlcr tlris :tpplrech. <'ltscs involving
onll lirlcign invested cntcrpriscs (l:llls),
qhiclt arc crx'tsicltlcd (ihinrs( lcgxl cnti-
li(:..u( not l'r,rei*n r.,.,t.',, l\lrtnv rn-

o\ Ilng u
a o

on rtratron
*rll.r ..1. I lttt1x lt'

chi
s or.rt of thc contt'rstones of Chirr:r's lcqal enr.ironrrrcnt firr in-
tcrn:rtional tr:l(l('. ilrvcstlncnt. irn(l ()tller business a(ti\itius. .lt-
lritrrtion is u,iclclv rrsccl in Chine to lcsolvr-' bLrsir]css clisl)utes.
'l lre (llrinlr lnlenr:rtional Econorrrit' :rncl Traclt Arl)itt:lli(,n

Corrrnrissirlrr ((ll I-:TAC ) crrrrcntlv hancllc's nt()rl: intentational urbitration
cases tlt:tr.t :ln\' ()ther erbitnrl lroclv in thc n orlcl. halin.q heurcl over
l.(r0o cust's in 199(>9r. ]'hc arailabilitt of :r reliable. fuir.:rncl cfhcicnt
lnerns t() enfrlrce arbitral clecisions is essenti:tl t() supp()rt tltc trsc Of ar-
bitr:ttior.t ir.r Olrina :rncl c-lscrvhcrc ovcr thc long tcrm. Thtrs, solicl :rrhitral
arvarcl rlrlirrccrlent proccclrrres lrre <tf utnt()st intlx)rtancr to filrcign in-
lcstors. (lhin:r llrs rrr:rclc signifitant pr()grcss over thc past rlccldc in
clevckrping lcgal mechunisnrs firr arbitral arr :rrcl cnfirrcerne nt. rrrrcl s avs
to ttrrtltcr strcnqthen Chin:r's pcrtirrnrance in this arca are un<le r rcr ieu'.
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'l'l.ta Ncu' )rtrk
(,1tt t l,etttiott tkx's ttol

ctl I tl.t' to.li t rci,q t t - rela t ed

tt ttut rds ttttttlc itt (.ltitttt.

\'(st()rs, h()\\'ct'(r', l)('li(\( I'lli (lisptllts
slroLrlrl lre trcitc(l xs Ii[cign-reletecl
(':rs(,s. n()t lclrst lrcclrrrst' tlre trse of tirr-
eign (xl)itlll. tctltnolr:gr', rtnd Ittrtlt_
:lJl('ri' rn Illc crll(rl)rl\( iIllr(,(ltl((. illl_

l)()rlilDl intrrnJri()n:ll cl(nteurs.
In r(\'crtl \'(:rr:'. tlrc tltttl ttslctn ltlrs

triggcre(l qucsti(nr\ rrgit[(li!1g $hich ()l
(:llin:l s vlr-i()us :rrlritrrtl lxrtlics is atr-
ll)()riz((l t() ltrtttclle rlorttcslic or Iot-
c ign-rt'lrtted cest's.-lir clulilt this nrtt-
I(,r tlrc Strtr (i)on(il issu('(l 1r n()li(e
()n.lunc :i. i99(r. tll.rt t'xPrtsslt eutho
r-izts cklncstir- ilrl)ilrxti()n arnurilissi()n\
t() ir(lnrinistc! lirrcign-rt'llttctl <'ascs.
()tlrar crlses rllisr(l llrc (lucsli()n ()l'
\\lr('rl)cr l)l(L lrrr.ctl HIs (.'ul(l \ul)rrtil
ilrl)itrirti(nr rer[rcsts irrrrrlring (lhincse

l)rrli(s l() (llli'lAO. tlrc PriD(iPlJ lrociv
( llar8c(l $ith lreering lirlcigit-tclettrl
.rtlrrlt.ttr,,n r.r.r's llrc ll:l\ l')')x r(\i
si()n r() tlk (llli'll^(: r\rl)il(rti()n Rul(s
rlerilics tltat (:ll:1.{(- irr(l('c(l (:rn :r(l-
0tinislcr clrscs htt\t't'rt I'lIs ancl Chi-
r(.sc (()n]plL,'ti(rs. IIlc SIirtc (i)un(il
n()ri(-(. rn(l r(,( (.nt r( \'ii'i()rl t() CIllAC s

llLrl('s .rrc l)J11i(rrlrrrl) $,clr'<ttlle. lrs
tlrct help nlininriz(' obsler'lcs to en'
hrrccnrcnt rcsulting li ont Iinrit:lIi()t'ls
rnr Illc r(lnrinislcrirrg (;tnrtti:r'i<:n s ltrt-
tlroritr to lrandlc tlrc resc.

ENFoRctNG tsoRliI(;N-
REI.ATED DE(:ISToNS

l)c l)itc rcc(rnl fcvirii()ns. thc bifirr-
(.ll(11 i'\'\l( rll r()rlllrllr('\ t,r 1ll,rr :r sig-

nil'icxol r()lc in tllc (l(terrrrinlrti()n ()l'

Prrr,.crlr.rrcs lirl cnlirrccrtrcttt ol arbitttl
rlctisirrns. In gcocr:rl. Ilrc entirrcenrcnl

l)r()\'i:,r()ns lirr lirrt igrr-r'cl:rtccl :tncl lirr-
,.rgrt .rrlritr.tl .trr.rrrl. t'tlr i,tr,l rlct( rIr)i
n.rtr.rr t lr.rl rr,' yrr.r'rr lrtr'.rl lr[(}.l!rl.rri{i( \
rrtcLrnccl in lhc irrl)itr-.tti()n p()cess.
l)r'()risi(nls gui(lir'rll llr(' (nli)r(erncnt ()['

(irn)csti( irrl)itnrl lrs'arrls. lrv conlrltsl,

1rt'rrnit (iltinc:e (-()trrts t() rcviri\\' lx)llt
pr-rrr'cclrrnrl x,r(l sul)st:ultivc issttcs of
tlrr':trlritration.

,\rti(lc l5t) ()l lll( (.i\il l)r(rcctlure
Lir\\ (n)l)()\\'(,r's llrc lrrlr'rnle(li:ltt I)c()-

Plc' (irrrrt lrxlrttcl $illrin tllc juris(li(-
li()rr ()l Ilrc tlt,li,ntl;rnt s rcsi(lcnce (()r

tlrr.. srrlrjcct pr'()l)crl\') t() t'r'ccivc al':ltli-

tetions lirr thc cnli)rccrrcnt ol :trl,itrtl
lrslrrcl ,r-ltscs issrtcrl lrr :r "lirrcign rf--

lllirs ilrl)ilrirti()n ()r1laniz.lti()n {)f lhr
l)lt(1. v'llc,r llre (li\il I)r()(r'(lLrre l,x\\
rv:ts issLrrtl. "rrl)itratir)n ()rgrrnizlti{)r'r
lirr lirrcign rclatccl nlrttr.'r's likclv rc
lcr-r'crl to (llE'lnC uncl thc (lltirtt l\lltr'-
irinr( Arl)itrxti()n (:(nrnrissi()rr ((lIlAC).
lroth ol ulrich Irenrllc plirrttlilr' [irr-
cign-r([llc(l c.rsc\. \\'ilh tll( l1)9() (lc(i
i'i(m l() pcrnril (i(rD('sli(' xrl)ittlrti(xl !s-
s()(illIi()ns to lr clr r lirlcign-rclatctl
ilrl )ilrirli(m cllsc:i, h( )\,r'c\'cr-. Illc Pr'()cc-
dtrrc lirr enftrrr'crn(nt (ll' li)rcign-[e
lulcci a$ercls isslr(l l)\ (l(nn(slic lrss()-
(ixti()ns in China lt(rtrrc Jnrl)igr.r()us.
(llJrill(.rli(),'l ()l Ani(lc .159 \otrl<l Irelp
t( ) rcsl)h'c lhis .lnrl)igrril\ .

As lor IoreiSn- r'clrtc(l urllilr.ll
lrsrrrrls not cnlirr<clblc trn(lcr I)RC
l:r\\', Aflicl!- 260 ()i 1hc (:ivil l'r()(c(lurc
l.:r\\'l)snnils rl c()Lrfl l(, rclirsc cnlixcc-
rrrt,rrt rrntlel lh(' li)ll(,\\ iru sl'('(ih(.ir
(lrrll\I.lrl\( \: lll( l).rrli(. n(tllr(r in-
r'lurlctl an Jrl)itrltti()n tl:tttsr in tltcir
(r)Dtr3('t ,r()r srrbsc<1trr. ntl1- rcllchcd :l

\\'rilt(.,1 illl)itrilti()n llgrccnlentl lltc,)rirl-
tt.rs tltrirlt.rl in tlrt, :ru:rltl r. xccecl lhc
sttrPc ol Ihe arl)itrilli()n irgreentcnt ()t
lrrll otrtsitle tl)c jrrris(li(1i(n ()f llle rrhi-
lIilti()r1 ()r'gll,lizltli()nl a l).lrty xg:lirls(
s'horrr llrc :lppli(.lti(,rr liu tnlirttcnrent
is sorrgltt \\'als n()t re(l(l('slc(l l() llP-

Iroint :rn arbitratr)r ()r rc(l(rcstcd t()
takc P:rrt in thc Jrl)itrxli()n pr()ceed-
ings. ()r \\'xs rr,t.ll)l( t() l)r(srr'rt its c:lsc
lirr rcusrxrs tirr ulrir'lr tl)c\'rrcrc il()t
rcsl)()nsil)lcl ()[ lllc lrrl)itrlrl lrilrtrnal s
(( )ntl)()sili( )n or thc:lrl)itrirti()n l)r()ce-
rltrrr. trsccl trriletl to c'orrlirrrrt s'ith a1r

Dlicrrlrle rules. ln udrlition. tltc (liIil
l)r()ccdLrrc I.:l\\' gr.utt:' x l'(()l)l( s (i)trn
lhc rigllI n()t t() cnli)r(c u\:trcls if it
finrlr tlr.rt tLring \,, \inrl(l ( r , I ) I I ) r( , I I I i \('
lhc s()ci.rl and pulrlir inlcrtsl of
(lllinlr.''l'lx)ugh s()l]]c (-()n]l)lcrllilt()r's
hlrvc r'x1'rtcsscrl c()n( ern :llx)Lrt tlle P(>
tcnti!rl xpl)licxti{)n ol tlris lrroatl lan-
guilgc. thc I)e()[)lc s (i)urts lt:tvc rarclv
c\cr(iscd this public P,rlicr" rltil)nrle
in (lcr't\ir]g cnli)rccolcnt ()l' Jn lltl)iIrxl
as ltr'rl.

F()RElcN
ARBITRAL ATWARI)S

Arlrilrxl u$,xr(ls issuecl ()Lrtsi(lc llIc
l)R(i :rrc t() be cnlirltrrl ir) (lhirln ()n

th( l)lr'is ()f Chinil s r(('il)r()(ltl ilrrxngc-
nlcnt \\itlr ll)c c()untr| irr rrltitlt tltc
rrtr;trtl tvlrs isstlr(l. r\t1i(lc .l(r9 of thc
(:ivil l'r()(c(lure I-u\ rcrlrtircs lhc l)co-
pl(.s (i)u11s to r'ontplt sitlt :rltltlitlltlc
intcrnxti()nxl trelllics ()r irgrccrrrcr)ts r(-
gulrlirtg firlcign lrrl)ilru I il\\xr(ls.

'l lrc \c\' \brk (l()n\'('nti()n is the

l)rin(il):ll inlcrnxtiort:rI trc;rtl utltlrcss-
ing (lhin.r's cnfi)rccmcnl o! lirtcign ur-
l>itftrl a\';rrcls.'l'he Al)ril lgltf N()ti(c- ()f
lhc sul)r('n)e I)c()l)lc's (l()Lrrt ()n tllc
IIltlll( rrr('nlirlr()n ,rl tlrt'\t'$ \irrk (i,n-
\'(,nli()n stipLrhles lhxt (.llin:ts :l('ccs
si()!t t() tl)is c()nvrnti()n is sLrl)ic(l t()
lllc r((il)r()eil\ prin(il)lc. r (:r)ing tlll|t
tll( \(\\ \i)rk C()nvc,lli{r'l slrall aPPlr'
onlr to lltosc rtrl)itrall il\\'llr(ls tnrl(lc
\\ illrirr llr( lcrrit(n)' ()f .ttt(il)(t r'ot1-
Ir.r(lirlg \l.rl( ,,f tll,. \r'u \i,rk Con
\'.nri()n. 'llrLrs. lhL' Nc\\' \i )rk (imvcn-
ti()n (l()cs rrot :tpplt l() li)( ign-rcl:ltcd
arvarcls rttlrtlc in (lhinx. (:hinits irc(es-
\r()n 1,, tl)(,\crr )i,rl.. (:.,n\('nli{)n ri.

also sulrjcct l() thc (()rrrnrcrci;rl rc\cr-
vllli()n. rDcilnine thllt.l c()Lrfl in (lhinll
sh:rll lpplv thc \es \irrk (intvcr'lti()n
,rrrlt rn r.r.,t,s ulrc,rt, tlt( rli.PUtr',rrisc'
lrorn lcgal rcl.ti()nslril) lllirl urc
<lccrttcd to be conrnrcr<i:rl i!t n.ttLrre.
rvltctltcr r'ontrar'lr.ral ()r n()n-({)nlrJc
tLrul.

As \itlr.rrr,rrtl:. r.sLrt'rl lrr lirrcisn-
rt l.rtt rl :rrlrrtr'.rl irrslrtrrtiorts rn (llrinlt
such :rs (lllilA(:. r11 rl)l)li.:rli()n l() crt-
lirr'rr' ,r lort'i$n .l\\.lr(l rlu\l lrt srtlrrttrt-

lc(l l() lllc Internrccliittc l)c()l)lc's (i)Llrl
in ll)( l()(xli()n \'hcrc (ltc <ltlcorlrnt
rt,siclcs ol hrs pr{)l)crt\' Arli.le .168.

likc ArricL'.161).:rls() pcfl)lits ir (()un t()
rcfirsc cnli:rtemenl ()l l()rcign .l\\1rds
c(nrl(rn' t() tlls s()(iJl un(l ptrl)li(' int(r-
csl ( )l (.lrinr.

\tlrilc thc grotrncls lirr rclirsing cn
fin((nrenl of u firrc-ign url)ilral xwud
issue(l in .l c()nlra( tirtl.l stiltc ()l the
\c\\ \i,rk C{)n\.cnti()n closcll parallel
th()sc :rl)l)lic(l to tirrcign-rclutcrl crses
in (lllinrl. l'lt(l c()uns nlust lrrrsc'rt tleci-
r'l rr l(, r('lir\( ('nlifi (rr1(nl,rl' Iirrcrglt
rus':rrcl: on Aniclc \'. scrtiorrs I or 2 of
thc Ncrr'\'ork C([\'cnlirx1. ir] xdditi()n
t() ((lnilnning c(mrpliillrcc u ith thc lcl-
e\'!11t I)r()\'isi()ns ()f lhc l'li(l (livil l'r()-
c('([rrc l.:l\\'. Aniclc \' ()trtlines (()r](li-
t!()n\ un(l('r tr lrrt lr rclrrr.rl ,,i ln
cnlirrcentrnl .l\\'rrd i:' \'xli(l A (1)Llrt

orlv rrlirsc en lrvrrtl il lrrrr'ol tlrr: lirl-
l()\\ing i\ l)r()\cn: (hc pirrtic:' t() tl)c.r.-
l)illilli(),'] rrgrccnrent. ac(()rding t() xp-
plir.ulrlt, luus, lackccl lcgll (rpl(il\' (n'

lllr'irgr(crtrcnl rves not vltlicl rtnclcl tlte
las to ulriclr tlle purtics lun's sLrl)

i((tc(l il. <;r unclcr tht' la$ of tlre
(()untrv irt uhich tht:t*'ltrcl tt!s
rnlclcr lhc pJrtr llg:lirlst r!lt()nr the
:rrr.rrrl r. rrrv,,k<d \\:l\ lrnl)rr 'l)( [lv n,,ti-
h,.rl ,,1 tlrr' .r pp( )inl n r('r)l ol'tltr rrrlrrtrrt-
t()r ()r tl)c llrl)ilrxti(nt l)r'( )( rc(lings. ()r

\\'lrs ()tltcI\\'isc unrl)lc t() l)rcscllt llis
crrsc: llrc lrrvrrrd pcrlllins 1() lr (liflcr-
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cn(c D()t (()nt(.llll)lxtc(l l)\', ()r n(,t
lrlling \\'ithii, thc tc lls ()l tltq (xsc
.ulrnlitt(,(l l(, :lflrtlflti,rn.,,t ('(,nti n\
(lt( isi()ns ()n r)lutlcrs l.le1'orrrl the
s(1)l)c ()l lllc (llsr sLrlnniltc(l (rlctisrorrs
()rl rirlrll( r\ 5ulrrritlc(l t() ilrl)ilr.llr()n
r)ll\- bc r(a()gniz('tl rtt'td rntirrrctl il
tltr\'(iln l)c scl)irrillcd lronr nrlrtlr,rs
n()l sLrl)nriltcd)i tllc arrrnp()sili()n ()l tllc
irrl)ilrlrl lLrth()rit)' (n- tltc trrl)itr:ll l)[()(c-
([rrc di(l n()t (()r]rl)lV witl) tlrc .ll.llcc
rncnl ()l tlrc l)irIli('i\, ()r, tirilirtg srrclr
:lgre(.nrcnt. cli<l not rrrnrph' rrith tlrr
Iu$ ol thc (r)Lrnln in $hich tlrc urlri,
lr.lli()n l(x)k plll(ci ()r the a$'lrrcl hrrs
n()l vrt l)r(1)nlc l)io(ling ()n thc p:lr
lics. ()r ll:rs l)(,(rt s!l :lsi(le ()r sus-
l)irrl(lcd l)_v lr (()n)l)etcnl iuth()rily ()l'

the (()unlr! in \-hit_h. ()r un(lrr lll(,
lerr of rr'ltitlt. tl).rt il\\'ard tr':rs rn:rclc.-lhc \e\\ 'tirrk (ir vcntion rlso Pcr
nlils .l (!)trrt t() rcl\ri'c cnli)rccnr(.nt
\\'l)cn thc rlisPLrtc s srrbject nlllttcr (-un

n()I hc scnl((l lly :ulritration un(lcr the
lall of thc rclcvxnt c()untn,, ()r !\'llcn
lltc rca()gniti()n r)r cnli)accrtcnl ()l lllc
:r$':rrcl $oulrl ('()nlrlr(licl thc l)ul)li('
polir'r' of thrrI rrrrrrrtn.

Ju(lging lr(,Ill ('uI1'(.rrl l:l\\. (:llrn.l'\
(()n)mitnlcnt to cnli;rcing iirrcign arbi-
lrill .l\\'rt(ls :ll)l)('irrs slr()n!1. Thc Noticc
on ll:rndlrrt$ Arr.rrrls Inrolrinl li,r-
cil.ln Int(rcst ill](l l:{)reign Arl)ilrirl
:\srttls. issrrttl hv thc Suprcrnc l,co-
Plr'' Crrrrrt rrr ..\ul.lu\l lt.)()s. r( (luir(\
,rn\ l,e, 'l)l( \ ( 1'ut1 \(,(,ki!tl.l li' r(,l \(
rnli)rcetncnl ol lr lirreigo arllitrel
lr$'lrrd fitst l() r(r(ci\'c uPpr()\':il Ifl)nl
ll)c SLrperi()r l)(()l)lc s C()urt in tllc
sxn)( iuris(iicli(,n. Anv supcri()r a()(11

thJl ul)lx)ld\ x I)c()ple s (i\rfl I.(.lirsul
of tnlirrctrtrt'nt rl)Lrsl. irI l!rrl]. rel)()n
its (lccisi()n l() lhc Supr(,rnc l)(.(rl)lr's
(l()url.'llris J)r()lr(ti\rc sysl(,ll ()l rc
ric\\' irn(l :r(r'Lrlin\- ()\'cr the cnlirrr'r-
rlrrnt (r' lilr(ign lrrl)iI(ll il\\'u[(ls is cx
cr('isr,(l in vcn, li.\\' ( ()uotri(,\

. ofiices in SHAI'lGfiAl, CHoNG0ING and T|ANJll.l statled by
l{orton Line representalives to provide reliabillty, llexibility
& personalized customer service.

. Weekly departures ,rom all maior U.S. ports to Shanghai,
Eeijing, xingang, Dalian, oingdao and Huangpu.

. Weekly service to the U.S. lrom all major China ports.

. Full intermodal & LCL service with customs clearance
in China.

. Class A licensing and a strong repulalion as a dependable,
American-owned, independent V0CC with strong business
connections in China.
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FoLr.()wI N(; TtlRotr (;H
()N D()Mr:STt(: CA5!:S

In :rrlrlition l() tllc pr()ac(lurxl
g(rrrnrls lirr- rclusing tr) cnli)[ce ll li)r
cign r(.1:rt(.(l lr$':rrrl. dorrcstir' lr\'rr(ls
cen lt rt.lirsetl in cllses in shith thc
nlitin eri(l(n('e s:rs instrlfitir:nt: thr
leN \:rs lrPplictl inc()arr(tlvi (n ()nc.
or setetirl. irrl)itllt()rs corttrttitlccl crrr-
IrzzlcDrt'nt. ll(((,ple(l l)ril)cs. I)rir(I i( c(!
lu\1)ritisnt. or nr:rclc:rn x\r':rr(l lhllt per-
1r{cd Ilr( l:r*. 1'lte porrcr ()l'(\\r1\ l()
r([Ll\(' ('r)1,'r(crt)crlt rrl-.t'rLrrtrcrtir" -rr-
l)itrxl l\xr(1. l'rcar.rse ol' eitltt,r inaclc-
(l(r:lt(, (,\'i(l(na(. ()r rrrisxpplicrrIi(,n ()l'

llle l.r\\ . i\ tlr( rrt,,.t siArtil-ir'.rrrt \,rrIi
anr-c [rorn lllc cnf()racD1(nt I)a{x(-
rlrtrcs l,rl l,rr'1rgn rtl.rtr'rl .rrr(l lor(,il.l,l
c'ascs. l'lris lxrs'cr (,\p:rnrls tl)( l)()tcn-
till tir rtrhitr:tl uqercls trr lrc stt rrsir.lc
rrnd introclrrccs thc possilrilitv tlrat
(()ul.Is lllllY rcvir\\ o]ilttcrs tltat ltlrvc

Prcr i,,rr'ly t,rrcltrltrl cstt, sirr, (.r ic$'
i|r lrl)ilrrli()ll. Witlr lrrl)i(r:lli()n l)c
l\\('t'!r lJlr\ .ttttl t.ltrnr'rr. ( rlt( rl)ri\( \
t1'y-:i<alll Lrlxlctl (l()mcsti( (xs(.s. li)r-
eign in\'(.st()rs $rrultl d() r,r r.ll to lrcrrr
lhis in rlrin(1.

Pnrccrlttrcs lirr rrpplfing Iix cnli)rce
rttcnt ol' :r (l(nlt(slic il\\'lr(l at't s1x'llccl
()ut in A i(lc 217 of thc (livil l,r(xc,
clurc Lru. 'lllis xrtielc gcncnrllv lrpplies

Att.1t sttPsYi"""',''
tl.utl rrl .x,ltls tr l)utplc s

Crtttrt rafirvtl of'

e) tfi)rcc,neltt t)t s! rcp()11

its dccisiott to the

.\ t t l,rt'ttt t, Ptt l it''s (.t tt r t1.

to ltrlrilral :Lr','lrrcls issLr(cl lirr tlrses atl-
rrrnrslt'ttrl l)) tlrc (l(,rrr('sti( lrrl)itlirtI()n
( ( )rlrttissi( )r'ts tltat oPcrlrtr, throrrgh<:tr1
thc l,lt(l at lhc muoicipirl lr.rt.l. Tht,
lusis lirr rlcterrnininq \\'hi(h c()un h.rs

iuris(li(1i()r) is r'ontlinerl in irl rxlcIl-
sivc sct ()l ptirrciplcs a()\'rring l()c.ll
(()Llrts tltill arc clet:rilccl in vilri()Lrs pr()-
visi()ns ()l tlrc (iivil I)r()(c(lurc l,ilw.

An()tll(r (lislirlct prtxtcltrrc tirl cio-
nrcsli( (llscs:lppcllrs in tlrc, linll
r'l:trrsr ol Anitle 2l-. \\lii(lt ilil)uLtIc\
tlllrt irl cirscs \\-hcrc ii l'c()J)lc's (-()ufl
rclitscs cnlirrt'enrent ol' rrrl :r*'lrrtl. :r

palrl\' (() x rkrtncstir' <':tsr. ttlt-v rertppll'
l() tllc ilrl)ilrxl llrclv lirl arlritration or
initixlc xn appeal ettil)D in u l)eople's
(:()u 'l'llu\, l)llrtici\ (nlcting int() a
,tl(nrc\li(" ('{)ntr.r(t. t(, rrlrirlt tlrcrc i'
n() I()rcign plrrll. $lt() $ish trr
sIr('nlalll( n tl)r-ir p()siri()n egainst rctrial
o[ an :rrbitration <rsc s'lrrrc u corrrt
rt'lirst'r c I]lorr!rttt rrt. slrr,rrltl slxr ilj irr

tllcir :lrl)itr:lti(rr :rl{rrcnr(.r11 llt.rl xr'lv :lr
lritr',rl urrrrrrl i\ t,) l)( fir).tl :rrrrl lrrrrtling



'l'hare ura relx)t'ts o/'

rcltrctctttc't'ort tbe parl t tl'
(,'l.tittese L-( trts to ett.fitrc'a

urbitrat trt rttt'r.trds trtotlc

itt Hottg Kort,q.

LIN(: ERTA r NTr !:s
AND TtME I-IMITS

(lhin:r's l(gislirti()n is silent {)rr tltc
crr[or< ealrilitv ol urbitraI dccisi(,ns
rrretlc in acl lror' lrrlrilr'ltion ()r arl)itr:l_
ti()n :r(lnrinislcr((l l)\' Jn :lrl)itr'.ll l)()(ly
in (lhina othcr thur) (llU lAC. (1,\lA(:. ()r

or'rc o[ Iltc ckrrncstic cotnnrissions r.'s-

t.rlrlisltrrl :rri'orrlrrrg to tlte Arlrrtr.rti,rn
l-lr$. For txantlllt, il rl tl()n-(,llincsc
:r|lritrrrl inslitrrti()n ll()l(ls:ln Jrl)il firlr( rl
plo<cccling rrrtcl issLtcs an a*artl in
(:llinlr. n() r'lc:rr cnlirrcerncnt yrr()cc-
(hrrcs e\ist t[ttlcr citltcr thc Arl)ittll_
ti()n Lr\\' (n thc Oi\il Pr()ccdurc lr\\.
Nor are arbilralir:rts eontluetctl tiIh_
or.rt lhe lrtlnrinislr':rti()n ()l' an ilrl)ilrill
instiluti(n srrPl'xr tcl by enfirrcenrcnt
otcchlnisnrs un(lcr (:hinese llru'. \Ylrilc
thc lack ol grriclan<'c on tllesc isstlcs
t'lrlls into (lu(sli()rr u hctlter sttr'h
as-lrrrls srtrlcl lrc cnforceahlc. tltr':\r-
l)ilrili()n ltr\\' (l()(s n()t cxpli(itl\ pr()-
hibit su< h t1;les ol arbitration lrottr lrc-
irrg hclcl irr (lhio:i. Sul)scqLltttl
lcgislation sltotrl<l ucldress this (lucs-
ti()n, pxrticulirrlV il dcnland in( rcxscs
n (:lrin.l li,r titlrcr lr,.l lr<r .lrl)itr.rti,n
or urlrrtr.rtirrn .r(hrrrlr\tqtc(l Irr lort iFrt
:rrl.litr:rl lxrclit,s irr (lltinr.

Anolhcr pror.'e tlr.t ral grouncl lirr
u'lrclr,.nkrr<crttr'nl,,l rttr lrrlrilr.rl r.lt'ti
si()n in Chinl rrtrty bc relitse<l is tltc
['.lilure t() orcct tin)c lirnitations tirr
slrl)Ilrrllil]g .ln cnl,'r((r (nt .ll)l)li(.t'
li()rr-x itrstifi(.lti()rl (\)rr1,tl()n in rn()sl

lrrrrsrlirtion' lrr,,rrnrl tltt nrrrltl. l.ltitr.r .
tiI])( lin)rlilti,,D Prr,risi,'n* .rltPlr trrr-
li Inrly to ckrnrestir'. lirreign-rclatccl.
lrntl Iirrcign:rrlritrltion I \\'al rds. lr()r
t.r.r.s in nlti. lr.rl l(.rsl ()n( l):lrlv in
tllc .lrl)itrrrli()n ir l Chincsc r'tlrtttrltl

l)crs()tl. lrtl JPI)lic:tti(nr l() (nli)r(c lllc
arlritral ls artl rlust l)e sul)rniltc(l
\\'itllin ()nc yrur ol the fin:tl clutc rc-
<ltrirccl ['r1' ll]c llrl)ilrxli(),'t der.'ision. lirr
instrnces in $hi(ll l)()lh I)rrlirs xrc
Olrincsc lcgltl p(rs()ns, :lcti()rl t() cn-
l()rce thc arhilflrl lrsard rllrlst (()rll'
rncnr'c u'ithin si\ rll()nths lnrrtr thc fi
rr.tl tl:ttt' trr1trit,..l (rn(l( r IIlc .lrl)ilrilti,nr

tlccision- s()rlr' ('()rllrllcnlirlors ltarc
rcconrrncn(lccl thxl []!'iiing ( ( )rtsi(ler
extc-n(ling tlrc lirritati()n itnposcrl on
( )rg:rniz:lt i( )ns to a Peri<rl l(ngsr lllxn
six nlrntlrs, us lr s'lrv oi incrcilsinli tl)r
()pp()rtLll)itv t() c\cr'cisc crrlirrccrn('rtl
rnechlnisrn: Rt gardlcss ()l- \\'h(llrer
Ill!- tir C li)r cnli)r('crttcnt is c\len(lc(|.
ln !rl)itrxl lrs'erci slrorrlcl llrvltls
clelrly spctily pcrli)rrrr:rn(c (lirlcs t()
prcr'ent trrnlirsion.

Tue HoNG KoNG-
PRC coNNECTIoN

(;ivcn ll1( cxlcnsivc l){rsinc\s lies
bctNccn llrc ll()ng K()ng Sl)c(ixl A(l
n)inist[lti!( l{cgi()n (SAIi) anrl lltc rcst
()l thc t'lt(:. llle rc.ipr()(al cntirrtt'rtbil-
it\ ()l !lll)ilr'irl rrulrrrls lxtq'een thc trl'o
iuris(li(li()ns is lln imp()nitnl is\rrc (.\-('('

'l h" cllR. .lxnuurv-l:cl)ruJrv I99IJ.
p.20) sin(( ll()11g K()ngs r('lttrtl l()
l)RC s()\'(jrcigr)ly Lrst )'errr. s(nrlc lrpl)li
(xli(ntli lin cntinccrr)ent have lrccn rc-
jccted. l'ri()r to tltc ltancl<rvcr ()l Hr;ng
Kong, strth prolrlcnrs s'crc rlrc. 'l'ltc

nrtrtuel cnlirrttrncnt o[ ltrhilrel lrs'ltr<ls
u';rs con<ltrttr'rl ltcrrrcling l() tltc \c\\'
\'()rk (l()n\('nti(rr. givcn lllc strlus ()l'

lxrth tlre ( nrtecl Kingdonr rncl tlrc l'ltC
J\ r,,nlr.t( Iirl{ st.rl(\,,[ll]( ( i , I I \ ' ( ' I I I I r ) I I

At issLrr is wlrclhcr lrn arvur<l rt]ltclc
in Il()ng K()ng sltotrld lrc rcg:tr<lctl es

a d<;ntcstit' ()a rrn intcrn:rtr()rtitl (li)r-
!'ign-rel:ltc(l ) ll\\':lrd \\'hen cnli)r( t
rl(,nl i. \,rrElrt in Clrir.r. .r)(l \r(('
versx. Rclc\,llnl xullr()ritics in I{()ng
Kong uncl (lhinu have vct to lilrnrelly
clelily this issuc. s()rlle eoLtrts lLtr'e
rintPlr rtlir.rrl tt) cnli,r('( rtrr:tt,l. tn
c:lscs ()l'tllis l)pc becruric ol the l:rck
oI cl:rritr rcgrtrcling crors lrorclcr cn-
ftrrceorclrl. ln rrnc such crsc. ltttvccn
ll()ng K,rng:rr(l l)ll(: p.rrlr(\. \I l\rrg
H()ng l.t(1. \'('rsus AuC. llrc ll()ng
Kong c()Lrrt Ir.rlccl rhilt :tn ltrv:ttcl is
sr.recl in u ( -l li'[i\(]-.ldmilt istcrc(l xrl)i-

lr:lti()n \\';ls n()t duI()rDllti( irllv cltli)rcc-
,rlrl trrrtlt l llrc H(,ng Kr)r)g ,\rl,itr:rti()rt
()r(lin:lncc, :rncl thut tlrc l)lxinliff
slt, 'trlrl ,r 'rttrttcnr'r, rl l'rc\lr ll,'l,on ln
Horrg Krrng t() ()l)tilin :l rcsttlt in tlrc
5AR lll( i:\rr( (,1 \\h(tlr('r llrc \('$
li)rk (i)tr\,c,lIi()n <()trlcl lt rtltPliecl to
r':r litlat c sttch enli)r(crrrcrrt x(li()ns
r':rs nrrt s1)ccificallr' ;ttltlresscd in that
c:rsr.. Io (llrinlr, thcr( ilr'( rcl)()rts ()l'

sid)il:lr rclLl(Ilrn('c ()n llre l)ilfl ()[ Chi
n(.\(. (,,rtfl\ to e nl'llrrc lrrlritr.rtr,,n
e*errls nlrclc in ll()ng K{)ng. LegJl
prxcliri()n(rs unrl lrtrsint'ss1)cr4rlc alikc
hlrtc trrted lhe rclc\'xnt llutlx)ritics t()
rcsolve llrc prol>lem.

ENt,()trcliMliN't's
TRA( li Rt.:C()Rr)

llrp()fls ()l pr<lblems cnlirrcing firr-
c ign lntl f()reign-[('lillc(l :rrl)itrxl
a$lrrds in (:hin:l Iurc intr'tltsctl onlv
in llrc l.rst lt-10 yc:lrs. IJt](ause ul)plicll-
ti()ns li,r (nli)rcenrent :rrc r)tlr(lc l()clllly
:rncl tltcre is tr() centlrlizc(l rc(-()r.l-
kcePing rtrcchunis r in (:llin] li)r
tra( kirrg :lrl)ilttl eserd cnli rr<-crncnts,

llrc l)cr(cr'rl:lgc ()l- (xsts lllrtl l)ilYc
hccn srrrcessfulll cnl'()rcc(l is un-
knotvn.

Ir()r'l unlllrl\'. tl)c Arl)itftlti()o Rc-
s(..rr. lr l,r\tilutc rAItl) .rl lltc (:lrin.r
(lltarnlrcr of Internationltl (i()rllruerce
hes rrnr.lcrlakcn il,r xrnl)iti()tr:'.
clccaclt-long stuclv to track cnlirrce-
rnrnt rcc()r(ls lirr r$lrcls i5sLrcd i,l
li,r( rlln-r( lirt( d (.ll:lA(j .ll)rl li,rriHn
c.t:'cs Alll \Lrr\(\((l lll) (lill(rcol in
l(,t,rr(,li.rl( l't'.,Plc s lrttcl tll.lrilirlr('
c()!rrls il( r()ss (ihinl ll)()tlt lllcir cxPc-
rien('cs ()\'cr thc pxst 11) \'crrs regilrd-
ing Il)l)li(llti()ns l() cnli)r(c (llETA(.
lirreign rclatcci arbilrxli()n u*'artls (.scc

Talrlc l ). (llETA(l Vicc (lhitirman
\v.rnB SIrL ng( lr:rng Prr'\(nl('(l llr('irl-
vestigilti()n rcsr.rlts tlris vc.lr in .ln r i-
clc publishcrl in lhc l)r()(rc(lings ()l-

T.{al-ri I
ENr()Rc!:Mlir'r' Rl (:()RD ()r'(ill:IA(l Altr RI)s tN ()llN,\

NrrMBr.r(n 
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thc lntcrnrllir)n:ll (,r:uitcil l(,l (lrnt
nrcrciel Arhit[rt i0rr C()ngr(s\.

( )l lh(' ii)r( rgn |c l.rtcrl .r|lritr.rti, 'n
(lrscs thrl rvrrc rr,[trse<l enlirr'cnrcnl. lL

lltk ol ;rssr.ts k) irnl)lcrncnt the ll\\'lrrd
\\'lts tht nt()sl trrttltn(,tt rc:tsort li)l rton
(r)lin((rrt(,rl (,1 (.ll l\(. .r\\.r[(l\. .r (rr-
('Lrnrslrn('e lll:rt is rx)l LlllLlsurl irltr.r11x-
1i()orll\ (nt,'lrrl)lr, 2). ()nl) 2 ()l llr(. ll

tiott.tl Itrcl. rrlll)er tlltn Lrr'rtl corrns. or
si!rlultilrt(\)uslv ut)pl\ing l() tlrc l)('()-
plcs Sul)rcnrc (i)uft ii)r entin-(rnrent.

Al\r I)r()I\I(,rII.|IL rr lor'.rl r,'rrrtr'
Iltnrllirrg ol tlrc \rli()us st(l)s in tll(
cnli,r((.nr(.,rt pr()ccss. lr) l):rrlr( ulirr. rll)-
l)lr(.tltl\ l).r\ ( ( n('r,u,rlL r'( (l url( (,11.linl\,

as l() th(, tinrcfr.lnr(,s $itlrirr $hiclr
(()Lrr_ts I)r'()(cc(l \\'itl) .ln ir[)l)lic.lti()11 l()

-

Of' t hc.li t rei,qr t - rel 0 ! cd

(trl)itt'dti()n c1ses lb t

u'c ra refi t se( I e, t fb rc ent et t t.

d lack of' ctsscts t()

in4tlemettl tlta atutnl uvts

tlle tnos! c()tnnl()n reds()u

.fb r t t t t t t -a t t litrcetnat t !.

'I'lt' appro:r11t {, l)(fnrittinH tl)(. r(,-
\ I('\\' r,l sttl).lilr)tr\'( i\.u(\ in .l(tlr,t1\
trr t.niirrce tlorncsl it- r':rses nright el:,o
lrc r'cr'or'rsiclerctl. ..\s tlre nlrnrlrt,r r;l
rrtsc: ittvl)lritr8 lil[. rit's th( rlistin<-
1i( ln l)t:l\\'eL,n ck:ntcslic' lrncl lirrcign-rc-
llrtcrl tltses. lnrl tltc r'itliorttle lirr clis-
littr I r.'nl-rrtr(rttc rtl gr{)trnrls. is
lrcc r rrning lrss clcar. lturthcrnrore.
sith tlull stentl;rrcls ill)plicd in tllc c,l-
tirlccnrcnt ol rlillircnt t\'[)es (), ('nscs,

il is D()t surprisilUa lhilt iudgcs lln(l xl)-
plir:rnts alikc r)ltcn rlrc conftrsccl
lulxrrrt thc pr()pcr r)l(.uts firr clc<irling
rr lrctltt'r .t r.l:'(' \lx nrl(l I'r. enli,r,.'c.l

Il,: Ul! \,' f,,r t),(,rrrl\ n(,riridl

llk p.rn\ s.r' ullrl,l( r,r l)rei(rrr il' (.r(
Ilr(. .rrl)i|l,rl t||lrrr.rl ( \r(.(l<d rr' .rutlhrr\

I|1,,r,(nn'r,r $ {Ll,l i .,,rr1r.11r,,..,,1 rir t,Lrl'l( r)r,i,.l

llr, t).rn\ 'LLl,r, . r r, rfl,,r\(lir'fr 1il r',,r (\,{

\, , .r-\ r, ' r .r\. l.r jl(. l1[ i r]lt,r( ,rr ( in

llrr ,,,rrrt,|l,1 r,,r lr.r\(' 1r r|Ltr,,n,r,r (!rj,,,( rL.rrr

11,

\('l R( I

E N HA N(t I N (; E N F() RC F:M !: NT
\irhilc thc nLrnll)rr ()[ r.[.,.istrns cn-

lirrcccl io thc l,l{(i i.lr surl)irss('s tltc
nrrml'ler ol rrorr r'nlirr-c-crl r.lt,l isions.
l{{)\'crnrll(nt iltrtlx)ritics lntl lcg:rl cs-
lx,rl\ (()ntilruc tr) ('()nsidcr \\'rl\'5 l{)
slrcngtlt(n thr' r'D\ ir( )nnr!.,rt ti rr tlrc t,n-
li,r'\'crtl(n( ,rl lrr'lritr.rl J\\':lr(ls rn ( ll,rl.
S{}nrc obscnt.rs sul{1.{rst tl]llt tlt(, u)urt
crr')1-xr.,'crccl l() ltan(lle en cnlirrr'cotcnt
(xsr sh()[rl(l n()l lL' lintire(l k) llr( l()(a-
tion of tlrc rcsl)(n)(l(.nls resir[.nct, or
I)rf,J\-rl\' stn((, rrrr lt ,r rr,rltrirr.rtrr.rrl irr
('rcltses the lx)lant[ll lin Ixlrl lrilts. 'lhc
crrrrcnt prtr'ctltrrt llso escluclcs rrltcr
nxlivc,lte('ltllr)isnls li)r cnli)r('r,Ilrcnt,
su(h xs lll)J)lvinl.l l() c()uns l( tltc na-

I

-

HATTROUT{ I' I, A I  

EXPERIENCE THE DIFFERENCE

\-mb'n.d *nh .l.t.nc. lnd rprcr@r comlt,n. H.rb.u, Pl r B.rIn8
pr.rid.\ d *'lh lfu\.b|. t*'rhk\ rnd uip&lkl.d ( i.(.

Lded in df, Nonh.lrl.m p.n oi 8!ijii8. th. Hnrbtur Plu B.ijing ir I tlim
fruh 8.'ji,r hlgiaionrl Ai.Fn. Ioln ro I @n Sque, Folbiddo Cuy

ud T.hrl. oi Horcn F alum shunl. blr *^ic.\ @ r{il.bh io lld len
dE .npod .d lh. cn! a ,r

H8h(! Au a.tq otrh 170 b..uitull! .rr.rEd !N llm.d {n.!
rd 59 !.nt.d onci lor loil r.d,.rd6r! Ti. Ho!, rl'o pror'd.t.
au$es C.nh !d r F 61Csn lth Efl.roloty &.1||N:Il sic.

I
Food & B.vrn8. liriliri.\ rnclud. Wc .m, Orm$
ond Jap!i.s. r. !ur!nh. lobhl loun8., brr lnd Pn

Slor, ! Fom!]l (h. (i6nd Prir pub

A v{i4 or EI &!ard ndjn8 &d ludie Mhi
c.n .ccomn d!r. up b lao p.opl. .nd e r.L.lly
!u'ed lr rdna. tf,qdt lrl cctEil G.F m

qp
HARB()UR

irtttaE

rar todr ttr?t,tna S?tin3 trl

I

YXE (HtttlA BU5t E55 REVTEl^,

T^Br-E 2
GR(,UNDS r,()R N()\-ttr.()R(:riMr]\T (rF CIETAC Av Rr)s rN CtuNA. l990-96
(;R()r NDs NUMBTiR ()s (,rsEs

r'cpoltccl cascs of rron-cr'r h rr'c-cntcn t
Ncrs rc,lirsccl fi:r rclsons ol sor'irrl or
I)ul)lic intcrcit. A nunrl)cr (,1' (-lt\cs.
Iros'c,'cr. hacl n() e\plicit ghrLrn<ls lirr
rclirsll of cnlirrccrrrcnt. x situlrlir)u tll:ll
nrcrils ftrrthcr sttrclr. Thc ARI stu(lv
l<rtt61l 1 1,",r' krt rulio o[ non-enforcc-
rlcnt----r )nlv .l ()Lrt ()f 1.1 a\\'rrr(ls-per-
trlining t() li)r(i8r1 xrl)ilrxl !\\'J(ls. \\'lli(11
is n()t srrrpriring. givcn thc s('nrlirl\, ()\'cr
n{)n-enli)r('(,rll('nl r'lrscs rrncler lrrth thc
Sttprenrc l)crlrlcs (irun's pnrlrrrrl :tncl
tlle Ne!r' \i)rk (i)nrcnli()n 'llrc tlrrct-
c:lses tr'(!c rclirst.tl on thc gr()trn(ls ()l'
rtnltvailahlc ilsscls. tlrc non cxistcncr. rr['

tl)c pan\ sul)i('(l to cnlirrccort.nl. lrncl
( nher cliffi(!ltic:,.

cnlirlu. un rr\\xr(1. OLrril\'ir)g srrclr tintc
lirttits crrrrU hclp Plert.nt clt.luls rntl
gcncrrrll\ clioriiule corrlirsion
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How to Get Your Products
f rom Here to There

DISTRIBUTION OF
GOODS IN CHINA:

Regulatory Framework and
Business Options, .iune 1998

Distribution rs one of the most
difricult aspects of workinq rn the
PRc. Based on hundreds of hours of
on-the-ground research and company
interviews, this report spells out the
regulatory env ronment and offers
insights into how cornpanies are

successfully managing this cnlrcal
aspect oJ their businesses.

Other Us-China Business
Coun(il reports include:

From Chain Stores to Direct
Sales, November '1997

China and the WTO: A
Reference Guide,

November 1996

COMING IN OCTOBER

AN UPDATE ON PRC SOCIAL
INSURANCE REFORMS

Srl(ll a(xr((rns havc ltr,n roir'r.tl tn lt

hanclltrl ol tltc lircigrr lulrilrul lrrl;rrrl
cnlirtt'crrrcrrl (xs('s. itl $lrialr llt( (:hi-

ncs( ('()r,rt rcPortccllt- revi,.ur'tl lhc slrh_

stenr't ol tlrt' ir\\'llr(l nllh(r tlrxrl stri(lh
lirlkrsing tlrt \c\\ \i)rk (i)rr\(nti(nr rc
g:rrtling cnlirrccnrcnl t)r()(((l!lr(r. ()l)-
scrlcrs tolrsirler c(lLr(lli(nr ()l' llll lntct'
ore<1irtc l'c,oplcs (lour jlr(lg!'s in th('
p11Nrsi,rrt.,'l tlr< \r'rr \in'k (inr\r'rtlr,,rl
crrrr.iel to irnl)r()\'irrg (,llinil'\ c()t)trttcr-
tiel larr t nlirrccnlcnt. s()nl( ( l'li)rls.
srrlt :ts slrtr.i.tlist scttrinurs trr ttlttcltlc
jtrclgcs. lrurc ulrclth tltktn l)l:l(c. rn(l
lirnlr,..r <ll,,n.,l( l)l.t n(\l Att (ntrl,)lnu

I\r(,8r.lnl 1,, tlir.'k ll]( ( rrl,'n r'rrlLrrl ,,1':lr
bitral lrlrtr'<ls also r.,'ottltl lrr. rtsctitl t<r

pinprrint a ncl rcnrr:<lr cnlirtt'cntcnl
problcnts. \\'llilc tllc cflirns to irnPlott
.lrlrrlr.rli(,n rtrt'tl[tnr.ttr. lr,rrt llt'tt ittt

Pr'r'ssir c, Ilcijing nruct (r)nlinrrr t{) l)ro-
0rot. r't lial:lc, l)r((li(1.11)le cr,tli rt'ct'tnenl

1Tr'rx'crlrrrr:s it it Irrlrc.r ti) rl)ilinlllin tlt('
r,'rrlrr.ltrrtc.,,l' itl\(..1,,r\ irt tltc, tr.c,,l .rr-

l)ilrJlrnr l() rcsohc rirsPrrlcs. ft,

! new government-run pensron
and health insurance schemes

I the creation of employee
housinq funds

I the effects oI these reforms on
foreign companies with
operations in c hina

Order these publications
(125 for US-China Business Council
members, 175 for non-members)

by mail:

As r $'a-v of putlirl8 l)riviltc sc(t(n'
supp(,rt l)chind the ()(t(,l)er lt)9-
plcdgc lrl l)rcsi(lcnl (:lirrl()n rn(l
I)RC l'residcnl .liang Zr'ntin to e'n-
hlntc crxrpcrltion in thc lield of
hq, thc t lS-(lhinrt lllrsinc\s (l()un('il
hss cstahlishcd thc tls-(:lliilr l.cgirl
(ixrpcmti()n [:un(|. (]rcirtrd \\'ith \1)l
untln e()rp()r.ltc ( r )rllril)rlli( )ns {)l-
fcrctl in responsc to e ptrryrs:rl lrr'
(,orrrrr il (.lruir'nr:ln (;c(,rH( \1.(..
l'isher uncl (l()uncil l)rcsi(lrnt R()l)cn
Kapp. lhe frrncl, shir'lr hrrs rrr irritirrl
tc-rnr of turr Yclrrs. is lr Prlgltnt rrl'

Thc (ihinr Rus in t'ss I:()runl
iOl(cX.i). the cclr.rcution and rc
scar(-h irrnr ol rhe Council -l'lrc llntl
cuftentl]' cx(.ecds SJ{I),Ooo, \\'ith in-
clivirltlirl r'orprlrlrtc c( ) r]l r1) it nlcnls
r:rnging froru ji2.5(X) t() S2i.0(xl.

'l'ltc ftrnd :'p()tt\()rs cxP((t lr) lx--
gin s()liciting l)rop()\:rls lrr' \rrrcttt-
li-r :rnrl ltrlrt' t(, :rnrl()tl,l(( tlr(' Int-
lixl l):lt(lr (, aNartls lr\' ncxt sl)ring.
Thc firntl qill l()cLrs (nr ll(ti\ilies rc-
latcrl to tlrc t S-(lltin:t lt'gal crxDcra-
ti()n :lgr-ccnlcnt. \ltitlt irlt'ntilics ar-
ctssibilitt ()l Chinrse lrtn s lntl
regul:rli()ns. xdnrini\lrJt i\ r' h\\ itn-
pr()\'cnlenl. lccltni(3l x:ilx!ls ()l l(g
islativ('(l[:lliing. rtncl inltr rlttrtit xt ol'
r.rscr-fricnrlll' nratcrixll' ()n lcgal st'.-
lctns li)r ()rdinxr\' ( ilizcns Js xrcJs
of high prioiitr'. ()ilrsr lx)l(nlixl xr-
ers ()l inlercst lil tlrt lirrrtl rclatt'
spcr'ilieallr t() c()rllnlcr(i:rl lir\\'. Js
Chinrt (r)ntit')ues its ellirns to cst;tb-
lish r legul cnvir-()nll(jnl stlil:rl)le t()
thc nectls o[ gLrbrtl lrttsincss pr':tr'-

tit t r lrtrrtrls rr ill lrt rlisl, nrctl or tr
tlr( (r,(lfs( r)l I\\(, \(xr\. \\'itll x I(.-
.l\\( \\r)r('r)l rrl tltr' r,rtltll ltrogr-etn
.rr rlr(. (n(l ol tlr. llr't \'(llr Ke\ (l(-
r isirrtr: lrt lll(' I S (:lrinr l,cgrl Crxrp'
c,r':rtion I',rntl rrill lrt tlrc reslx)rtsil)il-
ir\ r'l rr lxrlr(l ()l ttrrst((\..luirccl h1

ll( rlx rl l. ll:rnscll. .,".rri()r crxrn:cl.
l rrtr. :. I ):,t . llcl\ r\ l( l)r,gtl(.

Ilrr' )9 rrrrlrrrt.rtc sl)(nr\(,r\ irr:\llli
lrrr : \\ll'. I11( : .\rltcri(rut lnlcI rt
(i()nul (;r()Lrl). ln(., .\lll)li('(l !lirt(riirls.
lnr ltrrkcr l( llr K,. nzit: (l.rlcrPill:tr

ln, r l(;\.\ (.lll( {)lil'r ll'llJ,\\li:
'lltr. ( or,r tiol:r (.o. I'.rstnt:tn Kotlrtk
( o.. |.rl0n (lolr: IrroD (:r,rl).: Ir((l-
t.r.rl l:r.prr.-.. (.()rl). li)r(l trl(,lor (.(,:
(;I I:ur](l llon(,\\\(.ll lnr.r lltilcrsoll'
lirI](l (:(,.: .J(]n( \. l)ir\. ltr.'ur is &
I'r,i.lu(: K.rvc. Srlro[.r', l'ir'rrttlrn. lla|s
N llrrnrllLr. Lt.l'r l.r. lrnt.ur lI'otlttrs:
\ltrlrll l.rnclt. \lot,rol.r lnc r \:rtion-
!\r,l( t,1, l).rt Il,,l,lrrrE.. lrtt l'.rtlt.r
Slli ,r'\r,Lrr, ( . I'r.i\irir lrrl I 'l hc l irttkr. rt
( ,, I l.rt, (l lr,lrrr,,l,,rrt'r ( r,r'P
\\,lln(r l.rr]rl)(rt {1,)ft).: :in(l \\'rrr.
\\ rrr-llt r .lt (ir

(.on)l).lrri(\ rrrt( r( \l( (l in c(,n
Inl)lrtro1.l t('. ot lr'.rrrtrrtJ.l rtl()t'c .tln)tlt,
tlrc lurr(l .ll(,lr ( (,rrl.r( I

MAXE CHECI( PAYABIE IO

The US-China Business CounOl
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Thrs report examines:

'l'l.tL, d ist i r t c t io t t betu'eat t

(l( )ntast ic d t t(l.fbrcig, t -

rcldlcd cdscs. qnd tlt
rut i()tld lL,.fi)r clist it rc I

cn fi)rcenta t llroltnds. is

lrcc< t ttr i ttlq less c lea r.

ll( )l)(,!1 A. KJpp
l)rcrirlcnt
'l ll( I I:i-( hinrr l},tsincss (itruncil
lSlt{ \ Slrccl \\\'. Suitc.l(X)
Vr\lringl( )n. I)C l(x )J()
'Ii.l: 2{)l r29-0.1-ir I

I" \: .1( ).: l-5-2li()
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t nce
China's tteu)

price laut
aims to curtail
unfair selling

practices

li)lk?r I'dslo idk is 4
itottdger itt Ircsl)f;(,l.ls s

Ilortg Kong olJicc,
t 4 xts I (\1 u k@Jierh f idls -c1 )nt ).

'I'l1c .u I I bt D t lrd, t k\ h is

L t 'lluq t s .latDtcs Ihtil.tP 4n.l
l)n) Qi.bi /it ll:'dr dssisldnca

ii DrLPdri ,4 this 4t1icfu.

A .krsc kxrk .lr rhe 1998 l)ricc l".lw rc-
ve:rls lhat nreny of its prrxisions rcscmblc
rlrosc of tlrc l98l Pricc A(lnrin islrul i( )n Reg-

rrlatiorts rLDrl srrhseqtrent Stltc (i)uncil n()-
tircs. shith h:rvc nol l.ltcn lot'rrtellv

Pc.rllcl lrr tltc nes luu'. 'l lrorrglr it
grouncll.)rcaking in itii pr()\'isi()ns ()n xnti
tnrsf rnrl consr.rmer riglrts. the PRC Price
Ld\,,' is nr(nc uppropriatcly <lcscril:ccl as e

crrnsolidulion ()i legislittive <lcvclopnrcnts
sincc tltc issuunce of thc l9ltl I'ric!' Ad-
ministrlti( nr RcgLrlati(,ns.

Rtit'R.\( l\(, PR(l
PRt(.ti ( ()N-rR()l.i

'l'lrc rcccntll' rcleasecl lau is lhc lxlcst dc-
veltpnrcnl in tlre elolution (r'tllc I)R(l Pric-
ing svst(lr llctirrc 1979. Pticcs tor almost
ell rctui! crrrnnr<xlities. agriurhrrral pnxlucts.
ln<l nrcrurs ol pr<xltrctior't qcrc ltxccl ll tltc
l.l()\'cr n)(nl. llr.cn after tlrc lltttn<'lting o[ re_

li)rnls in tllc (]xrlY l9uos, \'lriclt grlclullly

incrclsccl lhe sharc of trrrrtrnoclitics:rntl set_

li<r.s witlt urrrrket-tlclcrrrrinctl prices, lor'ltl

,.1( )\'crn rlcnls .rn(l (cnlrill rinistries oficn
nrc,tldlccl in price srtling.

'llrc crrrrent pri(c sltLr(-turc rvas eslab_
lislrcLl lrv tltr' lt)ll- l)R( l)fl(( i\(lttlinii.tr.tlr,,r)
R(AUI.rli,,n5. \\ lri( lr rnlr,,(hr((\l tltrer'Prr.'c'
(iltcg()rics: markcl dclcrrrlinrd, g()vernnt(nt-
guitlccl, lncl g( )vcr'r'r r)lc r'r t -scl (s.'., Tal)lr).
i\l x rkct -dctefl ninc(l ptirtr (sbichd,g li(k)
.iit,jidl xppl.\' t() lrlor! lllxn 95 Pcrccnl ()f
c()nrrn()(lities an<l st rr'icts lveilablc in
t'lrrrt.r 'l'lrr'.r' lT rrr t . tt ttliritt < [ rsel! nt(,nr-
torsrl l)t thc Clrinc\c l.l(lr'crnnrent. I)r(xhrc-
cr: ol eonrrnodities anrl provitlcrs of scr-
r irr':. uitlr q,,\r'r'nrrr('rrl gtrir.ltcl Pri,t't
( zltotgl)t zltkl*li4 ) nlust s(t plices will)in
Prc.tril,r'tl ll(',rtrnE l)r)un(l.lrr(s L;,,!ctI)-
nr(nl-scl pdces I zbLt\<lit dit4:ii.t) lre <lclr. r-

nrinctl l)\' rclrtanl g()\'(rnrltcrll dcpllnrrlcoti'
ilt tllc nlrli()nitl or k)(.ltl lcrcl. (l()\'ernnl(nt-
grrir.lctl or -set l)ri('(s nlJ\'.rPPIy k) c()n)-

l?ilt'r PustL'rttttk

LIiili:ll'll,,il';i:l.J::.:"',""'l;::,:lllil.:],,:l:'1,,i1,";1,:::;:,lt':ll::
l-I irrto cilcrt \l:rr l. one of tlrc lrr* s nuin ()l)iecti\('s is t() curl')

I IPli(c \\.lrs ir-r (,hinas rlortrcstic c()nstlnrcr-!.1()()cls ttrrtrliets.

[)rrling thc lrrst trro VCx15. (loI]tesli( rltllttrfacttrrcrs ol rctriger:tlors.
\'(ll)s. rrnrl (()lor televisi()ns h:tve reltc:tlcrlll' slashecl l)ri(('s l() tl!l(lcr('tlt
c(nnl)ctil()rs.'l he nes, lrtrv rcflccts tlte govcttttrtent s (()tt((]rn thxt c()11-

sunrcrs. \\'h() mat profit lirrrtr thesc krs llriccs in tllc sll()rt tcrlt.t, cottltl
Iose oLrl in tlre long run. Sucll c()rl l)el il i( )r.l ttltinretclv cotrlcl ltltt c firlcetl
sonrc ftrrtts ()ut ()f thc rIr:lrket an(l crltl)lc(l tlte retrt;tining Ittrtnopolists
or oligopolists t() (li(l:rtc l)ri(us.
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nx ilirs Jnd sen'iacs lh:lt xrc dccmed
(r!r(i.ll t() Ihc dcvul()pnrcnt (r'tllc na-
ti{)nlll cc()n(nnY xn(l pe()ples lir'<'s: rlre
cotnntoclilies ()r sc!r'cc rcs()tlr( esi ( ()ll)-
or()(lilics rnd services rrn<lcr n!tLrral
nronopoly ()pcrJti()nsi ancl inrportant
pulri. utilities or *'rlfure scrviccs.

I n(ler the Pricc Larv, th,s tripartite
l)ri(-ing s\'slcrn rcrlr.lins in phcc. 'flre
st:ltc(! xinls of thc ne$' larv lrrc to strn-
(l;r(lizc pricing rctivirics, l.li\c lirll pla)
t() l)riccs in thc rati()n:rl elkretion rrf
rcs()!r'('cs. stxbilizc tlrc ove(Lll lcrel of
rn.lrkcl pri(es. pr()Icct thc legal rights
()l c()nsLtt]lc'rs xn(l l)Lrsincss ()pcrltl()rs,

llnd pr()m()te tltc devcl<1:rtrcnt of the
srriulist mlrket ec()n(ruy.'l'lrc hq' ap-
plics t() the sale ol comnrociities ancl
tlrc pr)\iri()n ()f scn'iccs l)ut (i()es not
g()\'crn interest rites. cxchirngc rttes.
.n Prir('s,'l s((urilics. Iltq l)ricc Llrr rs

clirirlccl into seven sccli()nsr gcncral
l)rin(iples. pricing :lcts rrl br.rsincss op-
c(rk)rs. pricing xcts ()l Ihc g()\'crnment!
(1)nlr('l ,,l ,rvcrlll prue lt'rclr. sttpenr-
stn] an(l inspecti()n of 1>rices. legal lia-
lrilrtl. .rnrl :\Lrpnlsr)rcntxrv l)rin( rl)l(i'.

DEGREES oF coNTR(rL
Iicgarcllcss o[ sJrcthcr lhe p,'ice of a

grxr<l or sen'ice is nurkct- ()r g()\'crn-
nrcnt-dclernrined. thc Price Lx$- per-
mits thc g()\'ernntent lo tukc various
stcps to cope rvith "e'nrcrgcncics. For
nrarkct-dctcrminecl priccs, lleijing can
(slxl)lish ir resefte systcm lirr kcy cofir-
motlitics or pricc acljttstrtrcnt lr.rntls,
rrlrrr'lr t.rn lr< u.ctl t,, \Lrl)\tlrz(. l)rir'c\

or rttlnttlltr'tttrers in ci6es of (knllcsltc
or'crproc[rction, clranges in c()nsun]er
behl'i()r. ()r u lltxrcl of cheap imp()ns.
Ueiiing nlll)'als() implenrent pricc fkx)rs
$'hcn tlrc' pur(lLrsc prices ()f grain ()r
()ther inrporlint agricultural products
f-rll 'subsrLntially, xnd adopt 'inlerter-
encr nreirsures $,hen lhe prices ()f kcy
c()mnl()dilics anrl sc-rvices risc signifi-
canth'. Sucl) Dlclsures nrav inch.rclc rc-
stricting pri(e diffi'rentials .lnx)ng pr()-
duction, sholcslle. and retril prices;
reclrcing proht r:lt(si setting pricc cllpsi
,lnd impl(nrcnling rn applicati()n xnd
filing systcnl lirr pricc increrses. Vhcn
thc ()vcrall rrnrket price level ol r g(x)d
or sen/ice llrrctuutes radic;tlly or other
_extra()rdinlry circuntstanc(s ()ccuI,
thc Stalc C()uncil crn inr<rkc r,nrcr-
genc\-nlcrsrrrc-s rt citlrcr tltc nati()nxl
.rr Lxrrl lc.r'<J. (.(.nrnrliTrng prret rrrlntin-
istration encl lrrezing prices !re:lrl()ng
such nlcltsurcs.

The atlminist[rtive structure f()r c(ln-
trolling priccs varics l)y the Iync ()l
comnroclity ()r service. Prices crn l)c
sct or laui(lcd l)y the pr,ce bureaus It
tbe c(rntrlll. provincial. or local lcvcl.
$ith tlrc p,rssilrle in\(,lvem(nt (,[ rnin-
istrics in chxrge of the relevant inclus-
tr). F()r cxxmplc. in rnrnt' t.xses,
pr',rvinr ilrl g{,\'(.rnrtents Jrc r(.\p('n\i-
ble for rice and grein prices, s'hile
rltlly()rs ()versce vegetable priccs.

Thc l)ricr l,xw stipulirtes thal g()v-
ernnent-set ancl -guicled prices urc 1o

be pLrblishccl in prrblicly irvailablc na-
ti()nrl ()r pr()vinci!ll price crtal()gLrcs.

Tbe Price Lau,is tbefirst

piece of'PRC legislation to

broadly acld ress t t n fai r
pricing actiuities.

irtclttdittg remedies

for irlfhngements.

sincc II)e Llw s pr()DrLrllilrti()n, ho!v-
ever, revisecl pri(!'(xtrl()gLr(s hxve n()t
ycl bcen pul)lishccl. ;\tcorclin.q to i
Sr.rr(, Dc\'(l()pn)(.nr I)l,rnnin!l (.(,rlrnri\.
si<;n officir l. lhc nc\\'(:llrl()gues.
,.lr.rltcd lrl lh( ('i,nrDrr\\i(,n'\ I)ri((
LaNs end Regullli()ns I)ivisi()n. cur-
rcntl!'Jre un(ler rcvi!\\' by thc StlllL,
C()Lrncil. Llntil thc revisc(l cclitions lre
issrrecl. catcgolies lirr- govcrnment-set
ancl -gr,rided priccs cstllrlislrccl in thrcc
1992 crtal()gucs ulttl otlrcr local ancl
nrti()nxl regulrti()ns rcnLlin in f()rce.

TAcKLTNG
UNFAIR PRACTICES

One o[ the nn)rc significunl fi':rtrlres
of the Price l-x\1, is its (liscussion of
unfair pricing. 'Ihc l)ricc La$ is the
first piece of I'ltC legislati()n t(r
l,r,urlly edJrc's Ltnl:lir I)rr(rng J(1rtr-
tics. including rcnrc(lics Ii)r infringe
nrcnts. Arr()ng thc h$"s pr()\'isi(Ds ()n
pricing activitics is ()ne ()n pnxluct la-
beling. $hich requircr' pricc l)rrre.rus
t() issLre rules stiprrl:lting tll:rl c(rnmod-
it,v price l:rl)cls spccih thc pr()du.r's
nxnre. place ()[ origin, size, rl'eight.
color, pricing unit, ln(l pric(]. tm()ng
(xhcr details. Scn'iccs pr'()vidcrs must
in(lLlde details alxrut thc senice rnd
billing stanclarcls. Sellers mev oot
(lrlrgc prices llrolc tlrc lal'lelecl
.rrrl()Llnt ()r.rs.t'ss ttnlllrcl<rl Iccr. \irr-
hlors are subiecl t() r rcctificati()n ()r-

der from the pricc lrrrrclu, confisclr-
ti()n of illegxl inconrc. lntl fines

Of great.-r inrp()rtan(e, pxrticuhrly
Ir, .sllc'rs lrn,.l (.,n\(rrr( r\. is tlrt prori
sion <>f Anicle 1q thlt eclclresses rna-
ninULrrion (,1 nrirrk(,r Pri. r.s lry lrrrsi
nL-ss ()perr(()r's. inclucling Ch inese
interoredi!lries. irrrp()rlers. .rnd c\
poners. fhc las dc6nc. :rs rrnhir lnd
bans the follo*'ing eiglrt practiccs:
! Price colluslon N.irhcr thc l9ttl
I)ri(e Administr.llion llcgulations nor
tll(. l9(r.a l,R( Antr-l nl:rir (1' )pctiti(,n
hr'"'aclclressetl tlrc issuc ol firms collucl-

(;()\'IrR\\rI.\T-sEr- PR!( ri\

Hcav'_ lndustry
and tr?nspontatlon

lix l.r(t('n pri(cs lor ortuml g:rs, pctr()leunr. scdin cars. (ivil air.rrli. Jn(l
ce rifl l!'pes (, st(el used li)r r:rilwry purp()s$

(irllxin 8ri(l xnd srles prices li)r rl(crri.riv
'liunsp()nxlirn t'ces rnd ticket pri(cs f(x ririlwry c.lrgo xnd pxssenSerr

l.ighl ill(h'sl^'

\gricuhrrc

Ex-tJCtory pri(es lbr 8old, silvcr, xnd .clitcd priduc(s
|:x-tucl()ry rnd rctxil prices lirr srh
Ruuil pn(c\ li)r (cflrin public.rtn)os

R€l;lil. pur(hrs€. rnd inter pr()\ rn(ul rll({.rlx)n prices of g(rin
l'urchrs! ilnd rllrjrtlon price f()r t(r):lccr)

Pharoraccu(icals Ex-lirr(,c'. !\hi)lrsrlc. rnd rcleil prxc. lor rll pr ucts

Telccommunlcations (lrlLng .r,xl r()xnrinB t hargts fir nrol,rI plronts

(ir)\ r R\rtl,li I (,t tl)r..1) ItRr( r \
llclli ) indus(r-r'
al|d lmll\tx,rllti()n

Ex-fxd()ry Prices lbr rubl,er, pig-ift)n. ccn.iin rypcs of sleel used in
constnrctron rnd pr< ucti()n. tr:rcn)rs (nx)re th.rn .10 horseposer, 3nd
lurl)incs llrx)ru lh:rn I00 megrll'rxs)

Ccnicnt. r()ppcr. tires. xnd.xr cngin(s n)rd! l)) dcsignrted enlcrpris!,s
Puhlishcd priccs f(,r cenain doorcsri( p.rsscngrr xar tickcts

Iight indulitry

.\lari(\rlrrrrr

fr fucr()r) pfl(cr li)r rJ$ orreriils,t)r (cnrrn s_vnlh(ti( lihers

TclKomnruntcations ln\r.rllIlx!r l(r\ rLrr(l 'rlc' pn..' l()r ,,hLk ph(nx\

S()trR(;Il: Ii(\lrlirl,l:

TxE cHlf,A BUslIrEss B EvrEw \qtttltl|t t ).tt'l|t ttr)a

Pric(s (,F gr.lin nor subjcd t() n ndr(rry S(xrc purchase



Tbe Price Lau,

proh ibits the fabication
and spreading of tumors

o.f price bikes toJbrce

prices to rise "too bigb."

ing to fix prices. Pricc-fixing \\'xs firsl

Prolribitcd in Chinr uodcr (;u.rngdong

I)r()vir)ccs ir'Dpiernenting rcgulltions t<r

tlrc irnli-Lrntair comprtitk)n lau- Tlrese
rcgtrlatkrns lrarre'cl busincsscs from di-
\ i(ling tl)c nurket or nr:rnipul:lting c()m-
or()ditl prices or volunres throttgh crln-
tril('ts. xgreenlents. or othcr ntelns. The
I)ricc I-:rl\' xd()pts :l sinrilxr pr'()\'i:'i()n fi)r
linDs nxtion\\ide. Areording to the
l)ri(c Lr\\. "l-rusiness opettlors shlll not
.,rllrrtlr in rlrJoipul:llinA,llilrk(l nrl((r
ancl jetpurclize 1he lcgitin)xlc rigllts of
(1,Ilrl)('tlli,rs,)r(\)nsLlr)rcri\'llttrr. 6xrng
prices lirr prr ucts thilt lrc rvrilxhlc at

mlrkcr prices xnd not sul)jcct t() state
control rs illegal. TI're l<url price bureru
ein issue q'irnings, order violat(rrs to
icu.c Prirt' fixing. c','tr6'.:rtc rlltg;tl rn-

r-orDc, lncl irrrpose fines. In scrious"
cascs. a qualifier lcti unciehnctl in the
l.rrv, thc l()cal price l)urexu can strspend
lhc violator's business lcorporerily or
lusk rlrc krc:rl xdministralion lirr inclusrry
lnd conrmcrce to revokc its br-tsincss li-
ccn:'e Viol k)rs can onll' l^- hclcl liable
for tllnrages to c()r'ltptllil()rs ()r c()n-
sLrnrers b\':r civil c()r.r1, houcver. These
rcnteciics also appll to cuscs of durnp-
in8. Ll(((Pti\e pricrng.:tnrl nri.q truniP-
Lrllrlk)n.
I Dumping The Pricc La$'. like lhe
199J l,RC Anti-Unfrir (i)nlpeti(i()n Law
:rn(l itli inplenlenting regulations, pro-
lrihits durnping (qi,tgxiao). \\hich can
all!<t prices on thc Chinesc m:rrket
'Ilrc 199,t latr,defines dumping ls sell-
ing crrnrmodities xt priccs l)ck)\\' cost
rr itlr tlrr :rrrtr r)l d( l(.rli,)i.l ('r)r)lPeli-
t()r's. l)Lrl tails t() spcll ()Ul tl)c defini-
ti()n ()f cost I cheighcfi ). 'l'hc l)ricc La&-

sul{gests that 'cosl rcfcls t() Produc-
ti()n lnd ()perxti()n c()sts. FLlnltc[, tlre
ncu'la$. also permils ccrlxin c()m-
n1()dilics t() be sold ltkr\\ .()st, in.lud-
ing ticsh or live pr()ducts: ovcrstrrked
lt(ot\: l.i(xrd\ \\'llll rr)r)llncrlt c\ftlrJli(,n
clltcsi grxxls nith seasonlllv rcduced

l)ri(csr ()r g<xrds of r firor thlt is clear-
ing its del)t. shifling in() ()lhcr pr()duct
lincs, or closing.

In prxcrice. it rnil!' be difficult t()
pr()\c l)cl(,\\-(.,st rulv:' or l firttr's in.
lc.ntion t() ciefeat con]petitors or securc
a monopolislic nrrrkel position. A
hu:.incs\ (rl)(r:rl()r r'an sirnpll tlrrirlt
thrt c(niDr()dilics wer'e overstockccl rlr
that llc or she was clearing deht. Tlrc
elfc( tivcncss ()[ thc Lu s JntrJun)l)ing
pro!'isi()n:' !\'ill dcpend on ho$'thc
couns ancl tlre price burexu \ic$ tl)e
burden of pr()()l for the alxx'e excep-
tions. \\'hich, accordrng to the lan-
guagc' o[ thc' lir$', Iie trith the allcgcd
violrtor.

Dumping antl price suppon l)y fi)r-
eign ir)rporters arc adclressetl in the
1997 PRC AnIi-l)eolping .Lnd Anti-sul)-
sid,v Rcgulutions. 1he 1997 regulations
arc Ctrinx s ilnsNer to similar rcgula-
tions in the t niled States ancl Eurclpc
thJt havc l)ccn invoked to penalize
inrports s()ld rt prices beloq' h()me-
country proclucti<)n costs. The l)RC
regulations were first tested in 1997
against foreign ne$sprint importL'rs,
who allegeclly uscd dumping lactics to
undersell lhcir Chinese competit()rs.
On JLrl) 9. l()98. tlrc SI.rtL' E((,n()nti('
lncl Tr:rcl( Cinnrnii'si.,n's Antrr-lurnPrng
Offitc lnnorrntcrl Ihxl ne$sPrint inl-
pons frour Ciln:tda. South Koree. and
the Lrnited States had damagerl the
PRC nc$'sprint industry. Funher inves-
tigati()ns and hcarings are to lrc hcld
before a final verdict is issuecl. lf
found guilty. targeteci firms nrly be
subject to rntidumping taxes. trlern-
qhilt:. dunrping hr tirreign c()n)p.,ni('s
repone'clly is .llso prelalent in the steel
and shiphuikling rndustrie' antl hu:. tn-
rensified since the sloqdo$'n in Asix
reduced prices across the region.
I Spreadtng rumors of prlce hlkes
The econ<.rmy ()f China. \\'ith its tighl
conlr()ls ovcr public information and
its history ()i discouraging pul)lic
analvsis ()f inforinxtion. is much morc
exposecl to the risk of rumors than
(,thcr, m()rc r)P('n e('()nomics fhtl\. tl

is not surprising that the Pricc La$,
prohibits rhe fabricrlion ancl spreacling
of runrors of price hikes to forcc
priccs t() rise too high. ln 1996, ru-
rnors spreacl by certain Beijing car
de'alers llrout pcnding increases (, (ar
rc8istr:ltr()n li'cs untl th.rnge' in rcgit-
Irati()n pr()cedures reportedly lurcd
J()me ('Ust(),Ietjr inl() hu\rn8 ('Jrs at ln-
flated pri((s. The p()vision. ll()lvever,
leavcs unclear lxxh the definiti()n of
''ttxr high ln<l the issue of q'hetlrer
the nrm()rnlonger should have kno*n
thlll lhe inf()rmlti()n he or she sprcrd
q,'as tn'r()n!4, rlr whether he or she is li-

eble clen u'itttout such kno*'leclge.
tlntil tlresc issucs irr(] cl:rrified. the
provistm s usetllness sill l't lirlitecl.
I Attracting buslness through de-
ceptive prlclng Sinilar t() llrvs in the
[;nitcd States proh ibiting hait-and-
switch txctics, thc l)ri(( l-a\\'prohibits
lr tts r lt(: s i,ns I.r t, , r\ [r,rt]t,l(l,,nlrnH
"lill.( r)r nrr.l(.lJrng nrL.rn: ,,f priting
t() indLrae c()nsurDcrs ()r ()tll!'r l)usiness
,,l)cr.ll.,r\ t() .1,, lru.rnr'.. rrrtlr tlrerrr "

Th()ugh inexpericnr'c<l cuslorttcrs ofl
tcn fall victrnr 1() srr('ll I)riraliccs. pro\"
ing thet a brrsiness rPcrator inlcnti()n-
e lly mislecl u c r.r st o ntc r nr l y bc-
(liticult, xs thc ()pcralor can cleim that
tl)c pricing intirrntation \\-.ls err()ncous.
! Dtscriminatlng against parttcular
busiless operatlons T() protect linrrs
tlr.rt tlcpcnJ on.rrpplrr'. ir,rrn hu'r-
n(\\e\ rn.l rrr('n(,1){}l\ l'r,rrrl lrcrnl
squcczcd out of tlrc rrrarkct bl' cortt
petitr:rs Nith spccill rclutionships to the
tn()noP('lv. tltt l'rir c l..r\\ I)r,rlril,liti'
price (liscrimini,Lti()n l)ct\r'cen l)usiness
operxtors that are in thc saDle trading
rontlrtiort. Tlttr.. lru'incsrr':' tlrxl cni(,)
r nn)nopolistic position uncler PRC larv,
such as utilitics. nlx) n()t rcquire con-
\llrncr\ lo Prrr(I);l\( llr(ir t rrtnr,ditir's
or those manufactrrre(l ()r distril)uted I))'
thcir designirtcd business partners if
sinrilar con]ntoclitics l)v conrpetitors
nrcct the required tc-chnicul star:dards.
'l-he 199J PRC Anri-( ilrfitir Cur)petition
L.r\\ rnd rh(- I99-'t strtc AJ,nrnl\trJtlon
o[ lnclustry and Comnerce Relevent
Ruk.s Prr'lrihrtrnS l trlrtrcs Enterpri.es
lr,, l Rc\tri(ting (:( ) tp(.tilir )n (ont:lin
sirnilrr antitrusl p()\'isi()ns
I Manipulating prlces by lncor-
rectly categorlzlnB commodities
Vlren selling 8rx)(1. r,r .r'n'rL'ei'. l)trir-
ncsscs,nay n()l cllirngc the quality
gr:r,.lcs ol rtcm: .l\ .l l)rclc\t li,, ,JisinB
()r los'ering priccs.
! tllegal profiteedng In x pr(,\'i\i{}n
tl[rt .(cfiI. l,x) \'.ll{u( l(, l)c ,neJning
ful. rhe Price La$ lirrbicls businesses
lrirrr \((king c\r,rlrit:rnt Profits in rio-
lrti()n ()l pr()\'isi()ns oI rclevant h$'s
ancl regulations '

I Other illegal priclng actlvitles
Tlrc [lrr rrrnt.rins .r crtr.lt-.tll plrrvrsrt,n
rgainst "(nher illcgrl pricing acts firr-
bidden h,v laus lncl aclnrinistrative reg-
ulations. 'Ihe ditllrencc lttueen ille-
gul pr,'fi11qv;ng .rn(1,'tlr('f J('trtr(ici'."
end hos' thc-se \-agLlc pr()\'isi()ns $'ill
bc rnterprcted. rcruins unclcar. One
p()ssibilitv is lh.rt tlrr) urL' :rn attempl
tr r lr nS Pr,,filccrrt)lt.tr)(l l)ri( tnS .l r 1t\ i_
ticr lirrbiddcn bv otlter laq's ancl regu-
IirIj(rn\ u rlllin llrc .u)rl)rl ol tlrt Pritc'
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I-x$. Tlrc enfor(emcnt and peneltv
pr()\'ist)ns of lhc l'ri(c I-r\\' i.ln(l ()ther
relevent legislation lrrul<l upplv to
:iu(h clts!'s. Despite tllc ncrv legisla-
ti()n, however. its efJtctivcncss ulti-
miltclv rests o{t (ll}irlil s rvcak enfirrce-
nlenl :lnd nronit()rinF nrcch!nisnts.

In rcklitirrn r(' (rrrl)ing unl.rir nrting
prilctices. the Pri(( I-il\\' :rttcnrpts to
.rxck (k)\\'n ()n hLrsin.sscs thxt tilil Io
iorplement g()\'ernrn(]nl-gLri(lcd prices.
g()\'crnr ent-set pri('es. {}r tcnlp()rarv
inlcrfi-rcn(e ()r cntctgcn( ) n)c:lsrrres.
l,()cll price bureaus erc c'hurgccl with
issuing re(lificilti()n ortlcrs, conliscal-
rng illcg:rl tnr',uttt. .tnrl fining tlte rio
lator. In seriotrs cascs. thc price l)u-
r( irlr \'rn \u:P(n(l llrc vi,:lrtor s

businc,ss licensc.

C() N st,M E R A DY()<:A(:y
Asicle from rcsl)()n(lrng t() pricc

$ilIs io c(rlsLrnl(r g(r)(ls rnilrkcts, tite
l'ri('c Lx$. a(l(lr(sses rc(cnl (r)nsLlnrcr
c()rirpltinls of exorbitlrrtl Pr-ir'cs for
phorrc instelllttior], nrr'clicul curc, uncl
c(lu(irti()n Thc larr r:rlls ior locll
l)ri.t l)Lrexus to llrlcl Ptrbli< hearinBs
ltl,)r(, :(.ltrng Irflrt.s ol Irrrlrlrr rrtilrtits
prrblic rr eltlre sen'i(cs, rn(l pr()(lucts

under nltural nton()p()li(s. (i()\'crn'
rncnt l)rice rdnrinistr:r1()rs ilrc t() (()r'l-
s i(lcr ('()n)rllents fronr prorlrrcers.
\1'ln)lcsill(rs. retailers. c(ntsLllllcIs. iln(l
()tltcr (()ocerned prrtjes $hcn (lclcr-
Inining lppr()prixte price lcvcls. It re-
nlains t() l)c sL,en \\'hether pul)lic prr-
ticipari()n in price sclti,'rl.l, cjcs< ribecl
l)v (,nc I'll( (,lfiti:rl .rs'rL'llt,x'r.r.t'rn
l)ri.c scuing." \\'ill occur. In lhc pJst.
tltr l'llc s from the nlilsrrrs. t() tllc
rl1Xss('s xpPro cll to (lcDr()crilcv hrs
c()nsistc(l ()l (he public sir'l]plv crrtkrrs
ing \\,h:rtcver the Prn),xn(l g()vcrn-
rrrcnl (lc( ide .

\vAITING IN THE wtNGs
-lhough tlrc Price Lir\\ lrrcaks ncu'

grlrnr.l in (lllinlr's trxnr'iti()n tr):r rlrltr-
kct-()rientcd c(rrlom\'. ir is n(n likc,l) t()
rLltcr tllc l'jltc pricc- struclLrr(. clrestic ulll'.
'l'he l)RC mcclil has ponray'c<l tlre larv
iLs lr lrl()ve rwty fionl Pri(c (()nlr()ls.
l:rxloul)tc(llv. posilive pLrl)licitv li)r tlle
larv $'ill lt usetirl tirr (ll)init in itn aI
ternl)ls t() secure mcml)ersl)ip in llrc
\\irrlcl I ratlt, ()rgrnizalion. Inrplcnr!,nF
ing r(BUlxti()ns due lltcr this Ieat or
ncxt \(.lr \h()Lrl(l :l:'rr\t lirrcrsn linrr rn

trr Jrlf ing \\'ith the lx\\'s rltther vxgLtc

-r

ll ranttt it ts ltt

lx, sL'<' t t tt'l.tt,t l:tL,r I t r t I tl i t'

lx t t'liL'il)dli( )t t itt ltritt,
s(l l i t t,q trill ( )L ( fi t.

pr(ll'isi(xrs. 'llrt relcese ol the rcviscrl
pri(r. (xt:rl()gucs uill deterrninc uhlrt
iurpact tllc ncrv la$ r'ill have oD Iirr
eign lirnrs. llntil these supporting rcglr
larti()ns lln(l (l()cLrnlcnts arc islrcd. lin'
eign l)usincsscs encl inr,estors $rrrkl
cI' q,.ll t,,lrccrl tlrr., .rntrtnr:'l prr,\'r\xrr\
in lhc l)ri(c I-ll\\'. ils PRC hqs tcnrl lo
bc enlirrcccl lulrinst firreigncrs nrrrc
vigor()Lrsh thun xgxinst \\'cll <rrnncctctl
locll playcrs. (; r Jvernment - rt:gu l:ltc(l
priccs \\'ill ('(xrtinLrc 1() rffect thc l)r()l-
ital)ility, ( ()r)rpctitivcnrss. lntl sulcs
r)rrrgin\ (,1 li,t(iFn lrttsint'srr. ' ur t lrrn.r.
Ilul rn tirtr(. tnt(rnllli,,nJl ((,olP(litr,,n
lntl l hc:rlthicr d(nDcslic ec()n(nn\'tl.lv
(n(',ur.rlt' IttiiiDg t,r t!r1c prk,( \('ttrnB
of ntorc crrrrntoclitic:, xnd scni((\ t()
thc rnxrk(t. ft,

?/*rr. Obe," g)oor! gn
Grfuha...

ur bilingual staff is familiar with the language, culture,
customs and business standards in borh China and the

U.S. Among the advantages and benefits to using ABACUS
for your U.S./China banking are:

Mcmb.r FDI(l

6-8 Bowery, New York, N\

ABACUS
FEDERAL SAVINGS BANK

"You Can Count On Us"

l0oIl . Tcl lll lSi-{--(l . l.rr lll -1S5.{--}

THE CHI A aUll ESS BEVIEvy \t!,tt))tt/ j t)th l).t t't)x tr

A Our correspondent banking relationship with major
banks in China

A Electronic funds transfer and letters of credit
A Credit search in either U.S or China
A Collection services in either U.S. or China
A Legal referrals in either U.S. or China
A Research, negotiate and assist in closing purchase

of manufacturing facilities in either China or U.S.

A FDIC insured



Electictrts

helcl in Hong
Kong in May

could baue

implicatiorts

.for the

mainlancl

Commentary

Havirg
eir Suy in

Hong n

ong Kong's traclc:tncl investrrrent preen]itttnce Itas tenclccl ltr
obsctrre the territorv s l.rote ntiel inflttcncc on tltc Irlainhncl s p0-

Iitit:rl cvolution. I{ong Kong accounts tirr nrore th:rn (.l0 pcrccnt
ol (lhinr's firreign clirect invrstlrent infLru s. is China s sccoltcl-

llrrgest trerling plrtncr. ancl is lrottte tt.r Itttnclrccls ol firrcign c()rl)p:rtli(\ rc-

gional hc:rcl<1tr:trters. The NIal clcctitxts fi>r the S1.>ecial Atlrtrinistrlrtir c lie-
gion (SAR) s l.cgislatir-e Council ( LcgCo) highlightecl. firl thc tnainlrtncl ancl

thc w'orlcl. Ikrng Kong s systcttt o| constitr-ttionlt I orcle t :tt.tcl its vigororts

civil s()cict\,. 'l'hc strrprisinglv str()n!{ sllo\\,ing by an clettoratc krng consicl-

erccl lpethctic cotrlcl hale lesting inrl;lications firr tltc l)llCs greater Ohin:r

gambit.
The nc\\ l.eg(i) rcplaces thc l)rovisionltl

t-egc() tlrrl llciiing instrlled, unclcr nutclr
criticjso], (D.lul) 1, 1991. The lrct lhrt llri-
jing alloiv!'(l Il<xrg Kongs politi(al prrlics
lrnd election pr()(css lo function ancl clc-
velop cluring thc lirst 1'car ()f thc SAll s cxis-
tcnee btx;slcrl prosl'lccls tirr continuc(l slil_

l)ilit\ and I)r()sp(rily in l)oIlr H()nH K()ng
lnd China. 'lllc rc(rnt clccti()ns h()lsterccl
hopes anrong olrscn'crs $orldsitle tltilt tlx'
l)RC. evenluirll\'. ',vill cvolve pcacelirlll into
a denrocracv lr'tcleecl, the pr()mr)ti()n ()l'

tlcmoct'lcy rv:ts ltn explicit purposc ol l'rcs'
i(lcnl Clin()n s tril) l() Cltinir in -Junc. whi( h
inclucled thc lirst-t:vcr visil t() llong K()ng
l)r x riitting I S prcsi(l(nl lk)w H()ng K()n!i s

politicul lncl c(-()n(loli( s!'stems lirnction ltas
becomc l nrJllcr ()f gr()$-ing int(resl n()t

,llicltetL'l li. I )L'(itl:'r.t'
is lir4ki d ll)!

I L rlt K)11! [it ,lsil i),t
I\1)iL'.l.4 \l|dt t'J

l \,l iti (tl dL\'<'L lriLrt l\ i l
I ltrt,t! Ktrt,q lllRrt,rlh )()o-

tr

.lI it'l.urt'l E. Dc() i j'tr

onlr'lirr thc npi<llv s*elling nunrber ol'
nrainland visitors to tllc sAR. lrut also lirr in-
trrnrti()n:ll inv('sl( )rs.

A I-ABYRtNTHtNE sYsrEM
ll,'ng L,,,r*'' rr:rrl\ilr(lll Ir,.t lirll. P.rrtrrr-

p:rton' tlcnr< x firl i< s\stcnr is slill untlcr $'ltt.
hosevcr. I'ltr. llasir l-us'stipulrtcs tlllt tll(
Lcgco is to hr: r'ootprised oi 60 \cills.
elcctccl lrt toters bclonging to tltree cli i'r'
(l1l llri,(ll)\: l.i( (,gr.!l)lll, , ()n\lllll(',)( l(\.
llncli()nxl c()nstitucn('ics, :rncl thc clcction
(omnlit(cc l,ach ol thc fir,e gcogrepltit
( onstilue nci( s-l l( )ng K()ng Islrtnrl, N(u
l-crrito rics wcsl, N c !\' 'l e r r i I ( ) r i r s Ii:r st,
K()\\ l(x)n Utst. :rr'ttl Kos'kxrn E:rst-cn((nll-
pusses I nrillron-l (r rrilli{)n r(sid(11l\. lriri't
intr()rlrrr't,rl in l()l'15 thc I'rrnctil)nlrl c{)n
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slilucncics c(nrsisl ()l- \'!lri()us l)usincss.
pr(,I'ci'si()nirl. trirdc. rn(l in(luJIr\'
gr()ul)s. 'lhe third clc(t{)rrl lxrdl', thc
clcali{xr (\)mnlitlcc. is :r sPt'r'i:rlly con-
stitut((l gr()up ()l 800 I)crnrilncnl SAR

rcsi(lcnts $,ithin firur grorrPs: industry.
(()llrlr(rcc. :Lnd fin.ln.r-r Prolcssional
scn i('cs: lxlr)r. s()cixl scn,acs. rnd re-
ligion: lncl nrcnrl)crs ()l ll)c l'r()\isi(mll
l.('H(i,. II()ng K()ng (lcl)ulics t() tl)c \il-
li{)n:rl l)(()plc s (l()ngrc5s. Jn(l reprc
\( nl,lIi\( \ r,[,rtlt(r 6(lr,crnrttr'nt lnrli(s.
'llrr proPortion ()l l,cg(l() seilts l() be
clcctcr.l by exch of tht: tltruc lroclir:s for
lh(' nc\t l0 years itls() is outlinccl in
lh(, lllsi( l,r$. $ith thc nr.rnrhcr of
I.c!a(i) stlrs elcclrd l)\'ll)c gc()grxphi-
(Jl .{)nstiluencies risinll [r()r] 20 t() 30
( s(,(, l:rl)lc). Ilul !\'llrt stcl)s rllc SAR
\\ill tlkc, in 200- t()\\ir(l uni\'(rs.ll sLrl--

lr:rgc for lrll 6o scxts rcnlirins to hc

In thc Nliry 19911 clectiolt, thc geo-
grxl)llic c()r'lstituen(ics v()ted ()n 20
sruts tlrrouglr the l-isr \'(ning Systrnr, a

li)rnr ()l' prop()rti()nill r(.1)rcscr)tirti()n.
l n(lcr lltis slstcn). \ ()t!rs s(lcclcd [ro)'l
listr of cendidates. Iir instancc. lists
Iirr lkrrrg Kong Islancl nrat'lutc con-
t.rn((l lrnv 11,r)tl)rnirll,,n .,1 trl) lo t(,rrr
(indi(lxl(rs (th( nunll)cr ()l' sclls rllot-
tc(l t() tllc islxnd.()nstilucn()). \i)ters
cil.ll (h()se one list, ancl thc votes iirr
rir(h lisl $ere tllcn txllir(I. A.ilDdidxte
c()ulcl \\'in x Lcg(i) s('xt il llre list (nr

\\hi(h lre ()r slre appclrcd nrct thc par-
tiaulllr tcrrit()n s \'()lc (lu()lJ 

-the l(>
t:rl nunrhcr ()f \'()tes c:lsl tlir iclcrl bv thc,
nuIlll)er {)f scxts in thc a()nstituencv.
r\nv unallocarecl :,c!15 !\'crc lhcn
ir\\'xrdc(l l)xsed ()n thc l;lrliesl nLrmber
()l rcnlxining \1)tes.

'l lrt, iitnctkrn;rl c(rnstituc,ncics. &hich
r':lriecl in size from lrss tlrln 50 l)c()p[.
t() Dlorc lhen -{0.000. rctrlrncd -10 se:lts.
Sonrc fun< tionll c()nslilu(n(ics used
lh( (1)rp()r:ltc, \1)ling nlcll)()(1. in \\'hich
(()rp()rrtc direct()rs (lrst lhcir xll()tlcd
nunrhcr ()f halkrts frrr thc cnlir( group,
s lrrlc' otlrcr t t t r'r r ' I r r r r t : r I ('r,nstrllr('n( l(-\
Lr.((l Illr' (,n( P('r\r,n.,,rl( v(,t( Prrn('i
l)lc I'i)r luncti{)nal c(nlstilucncics witlr
ll srDxll number ()f v()lers. u r'rnrlidlte
Itlrcl to securc ln Jl)s()hltc rrlti()ril,v ()f
\()lcs l() $'in ! scal. ()lllcr ftrnctional
c()nslilucncie5 clcct((l (xn(lidllt(':' bv x
:,inrpL: nrajoritl ol rrrtcs

'l hc 800-nrenrber clc.lt)n c()mnrittee
rctrrrncd l0 Leg(:() nrenrhers. (Irrent
or Ii)nner locel liong Korrg politic:rl
Iigrrres compriscd onc-fourth ol the
conlrnitlrc: \'ders in lllc J0 liln(1i()nal
cr )trsl itucncics electcd thc (nhcr three-
lirurths. Each elccli(nt ('(xt)nliltcc nrcnl-

WH(r's wHo
rN SAR PoLrTrcs

'l'horrgh Iirll (lirect elu.ti()ns r(.nrxirl
vcius ll\\'lr\'. Il{lng K(ntg xlrcil(lf l)()Jsts

xn rrrr:rl i)l l)()liti(rl panics. 'lh( l)(nnx-
r:rli( I'.lrt\. llrc lxrgesl lnr.l lirst'org:r
niz(d purt\' ( !'s I ir l) I i s h c (l in 199{) ).
st:rrrnchll clt k:nrls rnd:rclrrlt:lte.s llorll
K()ng\ rllrt(n'r(rnv lncl rule o[ Ilrs. rlpirl
tltttt,'t'Iitlr. th.'rcl,rpttttnr. irn(l .l \.1,'l(lt
ol prrr-lltlxrr, stxill. lncl cc(n1(nrri( I)()li-
cics. 'llrc' pany t(,nds lo l)c (rili(ill ol (hc
(i)ornruni:'t l'xn!. I()callv un(l nlrti()n:rlh.
rn(l Ille aurrent SAR lar)\'crnDrcnt. lt
tkrl]rinlrlcr tl)r \cJls dir((tlv clcdc(l l)\
Il)r gc()grirl)hic c( )nstitucn('ics 'll)( l)c-
nn)(r':rti. Allilrn(c lirr the lJetternrcnt ol'
ll()ng L(,ng (l)All). the scr'oncl-hrgcst
plrlt' lrnrl cslxl)lishe(l :rgllinst (inDrDu-

nist I);rn)'\\'ishes in 1992. clruns its srrp-
p(,rt nlrinl! lronr lettist trld('uni()ns,
.rnti-(1,|iltli,rlr\r Br,,rrfrr. :rnrl l( li-\\ i,rl.i il-
l( ll('( ttr.ll\ .lrr(l (\ltr('ll(,r\. lt rrrtrPit's
r'culs rcl)rcscnting lnth thc geogruPhic
runrl lirnctionll .()nslitu(n( i(s \\'lrilc
rr()rc \ul)l)()11ivc ol l-xrth tltc l<xal uncl

nili()nxl g()\'(,rnrnent lrn(l intcns(l! px-
Irl()ti(. it\ \,\irll .rncl r:c,rn,,rrrrr' l:r'lit'rrs
line rrp nrorc (l()sel) !\'ith tlrosc ol lhc
l)cll](x rxli(. l,urty. Thc Liht,r:rl Purtl',

lTrr:.lrrrsirrcr. .rnd u\lr.rll\ ((x,l)( r.lti\('
$ ith lroth thc krel ancl nrtional g<rr,crn-

nrc,rl (lx)lh untlcr I'K rrn(i l'R(- rulc).
linds it\ l)xs( rrf support in tlrt. Iirnc-
ti()nrl (()nstitu(-ncics. lt :rclrrrlrtcs :r firllv

Wlldt st4)s tbe SAR

uill lctke irt 2007 toutotrcl

u r t i t e 
^.t 

l s t iJ'ra ge .li r
ull 6O scats renldi ns

to bc st't't t .

Youn UrRrual Panrurn ril GHrtrA
GHO[,AV. a Sino-Anrcrican joint rcDture advisort- ronrprrl, has heen callrrl
"Our \irlual Partner" lrl our clienls. \\'ith the strongrsl brckground an.l
rrla(ir)n nct in China. le pnnide )'ou uith our serricc package firr creating a

c(rmplrtr oprrating environmcnt. nr)t onl\ b] adrising hut also bl crccuting:

>- S6eking Commercial Opportunities
)- Finding and Structuring Business Partners
>- Belationship creating and maintenance

- Purchasing or Building Proporty
)- Human Resource
>- Merger and Acquisition

Entry Strategy
Feasibility Study
Establishing and Begistering
Management in lnitial Stage
RMB Financing Affairs

For further inlormation, please contacl:

Snrrzner Growav Aorrsrns Go., Lro., Grrrl

MF. ZHEN QrN AN

TEL: (86-755) 219-0146

TllE CHI A aUSItESS BEVICW \ 1)!,tr)\t t) ! i\t lt).\

l)cr (Jsl l(, v()tcs. A sinrplc lnili()ril!
thcn rlctcrnrinccl $ inning (irn(lr(lulcs.

clecte(l dcon)((rti( t()\,crnmenl. l)Lrt :rt ir

skrw 1'uce ancl rvith <hccks ;rglinst st>
cialist lncl poptrlist politics.

-lhe lftrng K(nrg l,r()gressile Alliirn(c
i\ :r (('n\Ln.rliv(. Irn' llt.iirnB. l,lrrr.lrrrrr.
ncss c()xliri()n lith nclrlr lll o[ its srrp-
porters dr:ru'n l'rrnr the cleclion crrrn'
nlirtre. th()ugll rvitlr some from the
lr.tnitiun.rl (1,rr\litu('n(i(\. Tlrt frortlrcr
descril)es itscll not es lr party. lrtrt as a

group uclvoc:rting r:rclicul changcs in thl
ll:r\r(' Lr\\'. n,rnr..l1 . lrrll (lirc( r rlr'(1r',ni.
ilnmcdixlclv. It rrlso strongll sr.rpports
prr'-n,rrkrn6 r I.rs. r'ron,rrrir Irolirrt..
Thc Citizcn s l':rfl\. lhe ()nh- cr)nsc'iotrslt'
ccntrijil lln(l nrrxlcrltc plrtt'. sunds \1illl
the Denn)crxljc l)llnt on clenr(rftrcr' lrtrt
is tn<tre ttlodcrltlr'rxl ctrrnontic ltncl srr
cisl issues, itnd is knoqn for its sr.rppon
fix cnvir()nrn(nlill rncl rvonlcn s issr.res.

The dislril)ution ()I tllc 60 sclts
lrrong II(n)g K(mg s rluin politicll plr-
ties re|crls orutJr elxrLrl thr thinkiDlt (,
the lk)ng K(lng 1T <rplc: thcr clcarlr lu-
\'()r gre:ller clt,m()c rcv and so<iltl

DrBEcroB E GENERAL MaNAGEB (SHENZHEN, CHrNA)

Fax: (86.755) 219.0t 40



Tba LegCo electittrt

rcsrtlts macle clear thttt

Hong Kctng is ct

p<tliticcll as u,ell cts rt

blr.slresr ce ter.

spcntling. ln tlrc l\{iry clr(li()ns, the De-
nx)(rirtir' l)xrty w()n ll sclts: ll)c Lil)cral
I':rn\', 10: I)AB. 9r thc ong K()ng l)ro-
grcssivc Allilncc. 5l thc lr()nti!r. {i and
thc (:itircns Plnr', l. Inclependcnt can-
,lr,l.rttr t:rPttrrerl l8 \c.lt\ tAltlr'ng rn.
rlcPcnclcnts. I usu:rllv r'otc \\'itfr the
l)cr)l()crxtic Panvr 2 \\'ith l)AIi I \\ith
tllc Lil)er:ll l)irt!l Jn(l I \\'illl tll!' H()ng
N(Dg l)r()gressive Allilln(('. )

llstrrblishecl p:lnies ()utpcrftn nrecl in-
ck'1-rrnclcnl cancliclutcs, \\'l() (krninatcd
thc [)roYisional Leg(](). 1\)pulist c.ln-
cliclatcs-those crrlling lirr grc:ltcr so-
cilrl spc,nding lrnd govt'rnnrent eco-
n(n]li(- iDlrn enti()n-t<xrk rDore than
90 pcrcenl of the pr;pular r'ote lnd ec-
(lLlircd .ll seats, lirr u ruujorilY in the
l-(g(i). (lritics ()f th(' II()n!i Kong gov-
crnnlcnt filred l)cttcr thrn supp()ners.
l)ro-clcrrrocract' cancliclates clrpltrred 70

Ircr('cn1 ()f the clircctll elcctc(l seats.
l.ltrt onlt + scats front lrnl()ng tht {0
lrrnttr,,rt.rl (()nitltLrcn(rc\ .rrl(l (lc(li,'n
(()rlrli[cc Thorrgh I 5 nrillion tcxecl
in tlle (lirecl electi()r'1. onll- lrlTout
l{l).(X)o ll()ng Kong,-,rs vrxc<l lirr the
lirnetionll constiluencies serls, Dt()st

ol rvlri<h belongecl t() thc c()nstiluency
r-cl)rcscnting eciucators

'lhc diflerences in vrnc totals of the

l):lrlics (lcnlonstrlllcrl llre $ clkncsses
ol thc clection rules. ()nct.Jndidate.
(:h:rn Yucn Hiln in K()$ l()()n l-llst. \\'()n
hcr scet sith ()\'er 109.{)00 \'()tcs.
s'lrilc anothc'r. Lcr,rng Yiu Chung, a

ulli(rrisl in the \r\\' lerrit()rics \\tst.
sc<-Lrrccl l seat \\"ith iLlst ()\,cr -31i.000
\1)trs. 'lhu\, votcrs lrlrclly excrciscd
ctlr.rrl pouer. l,f hile tLrrn()ut in each
c()nslitucncv coulcl lt thc slrme-sav
5() l)ercent of 500.01)0 rcgistcrcci rrrtcrs
t'lr<xrsing liom lists (()ntirining -l-5 can-
rlirlutes in eech gcographic con-
stitucn( \'-soll]c canclicllrtcs rcccivetl :r

l.r'gt nttttther,rI r,,tcs. l,trt cir,.l nt,t win
ir sc.lt. ln ()ne casc. Frcdcdck Fung re-
('cilc(i nl()re r'()tes lhxn t\\'() ()thcr can-
(li(lilles in different ge()graphic con-
stitLrcn('ics \\'ho s'on scxls; F'ung lost
I)ecluse l'rc rirn in r gcogrrlphic con-

E t.r.crt (t N - Y EA R s fr RPR t sE s

lhe l.eg(i) elcction results nltrlc c['ur
lo thc ocw [rll lrltlership lncl its srrpe

ri()rs in ll(iiing lhrl Hong Kong is r p()l(-
ical ;rs u'cll rs lr lrusiness r't'nter. Alit'r tlrc
electron. (llricl Flx('cutivc lung (.hcc-h\\'x

l'<g:rn t,, rtlcr I,r lurt\cl,-.1' .r |t'lrlirr:rtt.
an ;rcknos'ledgcrnenl lhil llc olu:'t l)r-
c(nlle r))()rr thrn rn adlnin,slftltor. I'l]r r('
strlts lrlso rellerl the rcllizrti()n irnn)nE
votcrs thlt e lctivc governirntr: in tlre
SAlt (lcpen(ls not only on a porverfirl cx-
c.utivc l,ld cffrcirnt civil scnir'c. lrtrt elso
(m x vi8(rr()us lcgislatr.rrc :rnrl rtrrrltiple
political prnies.

Fct olrscners expeclc,d strclt :rn orrt
conre $'hcn fl()ng K()ng rcvcned tr) l)R(l
nrlc in.luly 199r, :lnd no onc imriginccl
thrrt r'rcirrlt es m:rnt residenls \\'()ul(l \'()lc
in iuirv irs r otecl in the l99l rnd 1995

LegCo clectrons Lonbine(I. Over 5J pcr-
ecnt ol' .r r'c,'orrl-lrigll rrtrr)l\'r ,'l r('l.ll.-
tere<l xrlers (2.1'l milli()n) tnrclgecl t<r the
polls throtrgh one of the u'orst clou'n-
p()urs in [{ong Kongs histon lo (!sl tlrcir
hallrts t)nll rr lrantlhrl of expens :rrgucd
th.rt .r sr'.tt rtt (l(.rl:n(d l( ' rl,. -P,,lrtr,'r2, "

IJ()ng K()nS, $elken politicll p:rnies.:ln(l
return :r rcli:rble pro-Tu!'lg 11()\'crnrnenl
nrli()rit) $l)uld tlil on thesc (\)Lrnts. Nor
clicl unyone c\pect thrt il sc\rcn-pxrtv
coaliti()n. plus thc- so-clllccl llrcilkt.tst
Grorrp o[ in(lcpcndents. (()nr'r:'tinE ()f
()ughl\'50 ()l the 60 Legco rDeoll)cr:\,
soultl cnrerge k) prcss Tunli lo lt(t or()rc
<1ui<klv untl (lrcisi\eh in ullc'r iating thc
inrp:rct of thc Asian ec()n(nt'ti(-slou<krsn
()n H()ng Kong. And ten pre<licteLl thlt
pro-businc'ss c:rnclidates in tlte gc()-
griplric (()nstituencies rvoulcl gurner only
8.2 prrccnt ol ncrrlr'1.5 nlillion \'otcs
cxsl. ()r thirt the Asi3n ecr)n()orv r\1)Lrl(l

coinci(lcnrxll\ slirle to the e\tcnt thrrt
Stlrndlrrrl & P()()r's C()rp. lr'orrlcl pllcc
Hong Kong (rr ils revie\\- lisl.

Ct'rl DI\ lh( inlP,,rt.rn(( ,,f P,rlrtrcs
hls hccn cnhlncccl. albeit unexpcctccllt,
by li()ng K()nF s ecoflomi( reccssion, tlre
first in l5 ycars. In -lune. the govcrnmcnl

slituencY lhilt returned feNer cancli
dltcs.

kxrk thr Unprtcctlcntcd stcps ol lieczing
lancl sllcs lirr 9 nr()ntlrs, offering l)illi()ns
of tlollars in tlr rcb:rtcs. pr()p()sint J

55.7 hillion slint(rlus packrge lhat \ 1)uld
gcneratc.r $21 billir;n llrdget deficit, ancl

lrtczing ltr.rn,.lrctls lf crril .trrrrt'
.i.rhnrr.'litrt! :tnn0ttnictl IIlese (lr.lrr).rli('
nls.rsLlres xl(cr $rll('lling the g()vrrn-
renls:lppfl)r'il riltings d()p fionr nlrrc

thxn 60 pcrccnt in .lLrlv 199- to rotrghlt'
J0 pcr.rnt in I.lte lU:r\ l99l't. proPerl,\'
prices and trx rcvcnues pltrDmet. xn(l
xnnu.ll (lr()ss I)(rrrcslic l)r()duct ((;l)P)

Sr,)w]h l',r(\r\l\ l.rll lr,,rrr i l)(r\1'nt in
l\4arch to -2 pcrccnt in.lLrly.

Sup;xrn lirr th( gi)\'ernment [LI] funhcr
rn.lulr. $ltcn rlr.rr^ slruck lhr n(\\'.rrr-
fx)n s xirlrcighl sllipprrs :lltcr an attenrpted
r,\(rnight .hrli ro rh( n($' I.r(rliric.. F,nrr

sepxnte inquiricr tcre lltrnchc"cl lmitl
forecasts ,rf x tirnhrr 0..1 percent c()nln(:
ti()n in CI)l' ls u conscquence o[ u'hll
some chdrge(l rvere political prcssrlrcs ()n

rhe shippels. ln Augr.rst. tlle SAR goverrl-
nrent intcrvenc(l in lhc plLrnging stock
nurkct, br.rling billtrns of dollars s.onh of
hlue chips in xn x cmpt to stop specula-
()rs tiom l.r(king rllc H(rnE Kong (ur-
rencl's peg to thc [:S cirlllr.

Drs t'R tBt _t't( )\ ()t, H()\G K()\(, lli(,rsr,\trvr: Sr.Ars

CONST!T(IEN(IEt
ErE(:Tr()\
C()Mtirr-rtr:

First cledi()n ( lY)u) .ti )i)

:(,((rrr(l (' (! lr,D rhxrl)r lr

ltallllt-'.ln"''' u'

F(,urh clc(ti()n (200r'0tl) '
SOT RCE: Thc l).tsic l3s' of Hong K()ng sAR
' \(x !cl (lercrmined

E THE CHI A BUSI ESS nEYIEW \rt)!r[r)\'' ()Lr,i).t t't'.\

MAxlMIzlN(;
PEOPLE POWER

\(rith onl) 10 of 60 scxts open to popu-
llr xrte until .U007 ()r lrter nun,v assLrnr(l
thill the Basic Lr\\'cnsurcd lrusioess lncl
n'eelthv elites. inclurling thc, civil sen,ice. l
built in domir)xn(c ()\'er Hoog Kong 6xrli-
tr \. Thc llJsr( l..l\\ lrnril( spcnding rn.

cre:lscs lo rrtcs r:[ gro*th lnd stipulltcs
halancecl huclgcts. tonfining legislaton to
.r rr ltc h,.J,,g n:[. lcgCo n]enrh(r\ m.rf rn-

trcxluce hills, llrt ull bills must pass b1 l
majorit! xnx)ng the directly elected mcm-
lrrs and lrlso in the ftrnctional c()nstilLrcn-

cies. xnd ,)nh altcr thc chief execuive al-

lorvs a volc. ln cffcct. there :rre ts'o
houses in l.eg(i). one of grpularll electecl
s()ciil \\elflrc lrclrrrcltes lncl enother of
business-oriented inclir iduals. The lattcr
clominrte thc c(nrnri(ce lhat selccts the
chief exc,cr,nivc, wh() has veto power ovc,r

all bills.



Ilul c()ntrary to *idespread prrccp-
riofls, therc never sas political indiffer-
encc in HonS Kong; there cenainh' is not
noi\'. The SAR rlready refDns dle great-
esr degree of petition signing in lhe
s()rld----each yext more than,i0 percent
()f Hong Kongers sign one. In 191i6. a
million Hong Kong citizens signcd a pe-
tition against thc construction ()f the
Daya llay nuclear power plant in neigh-
borinll Gu ngdong Province. \(hen Bei
jing suppresscd the pro-democrrcy
movenre,nr in l9fl9i s'hen Japan staked l
claim to the Diaolrr island-s in llXrr and
\r'hen investment collapsed xnd retail
renls rose in Hong Kong in early 1998.
gr,rtrps in the lerritory made thcrr oprn-
ions known publicly. Since the hrn-
dovet over 1,650 demonstrations have
been hcld. according to official govern-
ment statistics. In addition, 27 percent of
non-volerri and 37 percent of voters re-
pon warching or listening ro 10 or more
hours a week of current affairs and polit-
ical programming. Hong Kong has the
highest percentage of newspaper rcadcr-
ship of anr-uhere in the ivorld. Nearly
one in five Hong Kongers donatecl to a

tx)litical group uithin the last year. And
in the decacic prior to Hong Kong s re-

lurn, m()rc rhan half a milli()n pcoplc
emigrated or secured a foreign pass-

P()rt-rn ('i,ls( political repres.t,rn in-
creased aftc-r thc handover. AccordinS to
surveys. almost half still repon that thcy
qr,trlcl lcare Hong Kong if sonlc'1h1nt
''unacceptabic" occurred. such as curbs
on personal frec'doms.

BEYoND ELEcrIoNs
The' l\lay c'lections adcled r'oting to

the list of vchicles through q'lrich thc
H('ng K,)ng populute (rtn vdl('( rts
opini()n of govcrnment policies. Many
o[ thc territory's residents tolerated thc
less-than-den'rocratic system in phce be-
fore thc handover because they be-
licved their lives in Hong Kong werc
lrctlcr thrn they would have becn rn
mainland China. But this attitudc has
begun to shift, as l{ong Kongers adiust
to self-gor,ernn]ent. .After 200.1, Ihe chief
cxccutivc ilnd Legco must dccicle horv
and n hcn t() proceed to full clirect elcc-
tions r)f all LegCo menbers ancl thc
chief e\cculivc. irs stipulated in thc llx-
sic l-au' and as clesired b)' nearly 90 per-
cent of the v()ters. Inlernational business
rnay rcgercl the rise in political panici-
pation with trepidatbn, or it oray sec
thrsc- drvelopments as an opportunity
for Hong Kong to develop in wa)'s tlrat
c<>uld contrihute to the long-term srabil-
itv both tlrc-re and on the mainhnd.

Thouglr Hong Kong faces a nunrber
of protrlems in constructing e stirble po-
litical xnd economic systcnl, plniculJrl)'
hc,..rtnc,rf the less-th.rn-dcnr,rtr.rtir
Lcgco clection svstem. the lT st hope lirr
slxl)ility lies in the dcvelopnrent ol r
orinisterixl system at thc secrclary level
nhose occupants can be hircd ilnd fired
l'rasecl on performance. Currcntly, lll lrr,rt

one of the heads of departrncnts lre
civil scnants. Thev tend not to krbbl li:r
the chief cxeculive the \\'ay tlr!' I TS cal)i'
nc(. ft)r cxampte, does lirr the l'resiclent.
Tlrcv.rls{) l(nJ k, rcsi\t ((,Drr)uni('Jtr(,n
\\'rth dte medi:r. Recent dccisi()fls ir cdu-
cxtion, li)r instance. hatc hccn prxrrll'
expl:rinccl. and thus lteavil;- criticizecl

The sAR could also hencfit lronr a

r.lcrrrrr link bemeen the ('hicI crc(Lrlrrc
an(l poli(icxl pariy- suppon. 'fhis coulcl he
achicved hy what has conrnl()nly oc-
crrrrt'cl lnr,,ng coJllti(,n gt,\crnntcnt. in
other countries, in $hich a primc minislcr
liom the leacl party in it coalition cedes

the housing or q'elfare pon,i)li() t() a rcp-
re\(.nlrtivc of onc o[ thc other pilnrcs in
lhc ((,Jlrth)n. This qouU rn\'()lvc panrc\
in governance and. in exchangc for
fx)$er in a ta|ored lrea. cnsurc suplx)rt
for the executive in LegCo rotes. Thc
greate:rt dxnger of such rrmn8cllents,
h()$'ever, is that the SAR government
u,orrlcl nuke extrente con(cssi()ns t() the
populisls ()r the elite. shitiing thc Hong
K()n8 cconomy t()[,ard either interven-
tionisfi and high taxes or confrontiltion
beN'ecn the executive and tllc populace.

iueanwhile. Hong Kong c()ntrnlrcri t()
strfli,r lrom the region s cc()n(nnic tur-
m()il. \'eI the economic dosnturn has
not onlv helped to alen H()ng K()ng v()t-
ers t() the value of llre el!'cli()ns .rt ir

\\'ir) lo givc voice to their conccrns, l)ut
.rlro m.rtle Beijing p('(cnrirllv rc((nti\q
to rctirrms. Last October, Beijing clclrly
seenrccl set on enhancing rather than
disnl ntling its industrial policy hy
rd()pting x form of the South Korean
chtebrl sysrem for restructuring Sirtc-
o\\'n!'d enterprises. Lcaders scaled l>ack

such plans. honever, llier thc }{()ng
Kong stock market collapsccl rhar slnre
m()nth If pluralistic p()litics. refl!'ctc(l in
l,hcralizalion of the electr()n svstcnr.
hclps mxinrain sral)ility in [{()ng K()ng
lncl rcstores heelth to the econ()nlv.
ll(riiing rna)' trke a closcr l<xrk at ho$
thr SAR operates and realize that a

n()re open society and responsivc g()v-
crnn)cnl are con]petitive a(lvirnti,rl{cs thxt
il can no ionger afford to ignorc.

lI Hong 11,)ng c]n j.u('( (sr,trlly ncg{)tr-
atc the sh()als of stnlcturirl clunge, lhe
uinds of populism, ancl economic tv-

After 2004, tbe cbief

executiue and Legco

must decide bout and

wben to proceed turtuil

direct elections as desired

bY ns47l1t 9O Percent
o.f tbe Doterc.

phoons. it nill sct a pos,erful example
for Beijings implemcntetion of political
reforms. Flilurc in LI()ng Kong to
achieve a stablc and prospc,()us politi-
cal-economic systenr, howcver, rvould
significantly rrise the odds ag inst llei-
iing accomplishing tht'srmc trsk. These
.rre f.rorili.rr rtJkc{ l,' I.)n8-tilnc ChinJ
plavers. but n()t, until n()\\'. I() lh()rie
$'ith investnrents in H()ng K()ng The
,\'lxv clection provr'rl thlt llon8 Kong
shlres Chinas cl1'nnmics. risks. lnci re-
$Jrd\. t

i/.rL
HE, ITA I, I)
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,NTEGBATED
COMHUN'CA7'O"S

sot uTrorrs

. Commercial contracis and a0r€emeots

. Government regulalions and approvals

. Telecom
. Machinery

. HTML rnlormation syslems
. SGltlUXML developmenl

. Doc!mentalron managemeal
. Desktop publrshrng

0ur orDarlcnccd protorsloIal tr8[3latols
lrom tho US, Canada ard Cilna malntaln

thr highGt quallty control standalds, and
adhoro to a stllct corfrdontlality p0llcy,

lnqurnes: Er c HaOt or James Lr

!.lllng 0rllc.t:
Fu Hua Mansons,8d! F 5/F

Ie 6554-138r1382X383
F' 65s4r385

U.l.0lllr.r:
2236 Channrng Way, ,204

Eerka!y CA 94704
Tsulax (510) 845.0896

En|rll nlo@hrrald-ls com I.t lt : hno /&vwherald.ls com
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l..l nle n()t lxlt around the lrr.rsh llxrut
Big l)ftq|o : xcquire this hook. relcl it.
slure it u'ith lricnds. gir.e it .rs ! "rcc(nrl-

nrcnclcd rrlding t() acqueintxnces in the
rrrttlrr rntl rn puhlrr life DJnicl ltur.lt:in
lnd r\rnc dcKciizcr luve ckrne a uiflrcu-
krus job o[ intellrlting the inescapable clc-

nrlncls of history:rncl cuhure that Chinl
iolp()s(s ()n us all wirh dre n1()st currcnl
Arnericln (l(nnestic dehates over ITS pol-
r(\ Ir,\\.lrLl lh( l'RC r-lr(/ the crtlcrrl:tti,,ns
and plans rrf Arnericrn businesses

Supr(nr(l) rc:rd,rhle. 8rg ,1)t18,'rt r. x

nxr<lcl o[ cffcctire book clesign. V'ith
sornc ol'thr: rlualitics of a split-screcn tclc-
r-ision lrrr:rrlclst. the txnk c"nables rerd
,.r. .rrnultlnc<,rr.lv 1., r,ta) uillr lh( nrilrn
discussi()n lncl cltch. tluotrgh jucliciousll'

clt()sen qu()txlions in thc mtrgins, s()nrc
pithy ancl revealing frccstancling iclces.

Ilik l)rdkon helps to nrakt cleer rvhet
Chinl rs-s here rl hls hccn. \\ lrcr(' it

fincls itself nor'. ancl rvhcrc il rrrighr g()-
conrplcte nith the h.rggrgr, ,,1 it. rnr

nlcnsc fx)pulation, dccplv cntrcnclrecl tr:r-
drtr,rns r,f st.rte rdeoL,gr :rrrrl ir)rRrplion.
lntl dilemnur o[ J,<xrn!. und pr,^y^-rrn
Il d(,(\ nr{ ptrll its punche. .rlrotrt lTcnr:'-
lenl Chinesc habits of arrogance. dognra-
trstr, irncl cultural insLrlllrity. Thc lxx)k cn-
Iightcns rcaders on inporlrnt xspccls ol
Chrn.r's rlorne.trr' politics :tntl ci,rnontir
p()li(ymaking.

l lrt Jrrthor.i ste(r a a, )lrrsc , rl' , rPtrrllisrn

hetncen ttre Scylla ()l ap()(rl\Iti( ulllr)r
anrl the Cherybciis ol uncriticll conrpla-
cencv. The lT ok takes on soirlc of thc
most fl:rmbotint eranrplc-s of each :rncl
()flcrs nicelv honerl rrbuttlls, point h1'

point. Big Dragorr shoulcl be rcquirecl
rcutlin! ti'r lhe nrrrenglg(mtnt li'rrt. rn

the slruggle ft) suhstitl(c c(xltn)()n scnsr
lor \l.rr VJri in thc rrr:rkrrrg ,,1 t:S (;llinJ
polic,v.

In shon. Brg /)ri,ilort is the h<xrk of thc
yeirr, and hrlxlulll li)r lcrrs r{) c()rDC. As
\\ ith Richarcl iuxdscn s mrr(h nl()re .lcrrdc-
nlr( Jnrl philL !.(,nl)x .r I \llr(l\ 

' '[ \nk rk.l {
nroral obsessions \\lth (lllinil. Lllnn cuul
the ADtenau I)rL\tr,|'.1 -llt,\tl llqIt11
( Universiry of (lllilirrniu l,rcss, 19i). lig
I)r?go, l)rovides Anleric:lns \tilh rn cx-
lrcnlely in]p()rtant scnsc o[ tlte c()nlc\l of
lhc t\\'enly-first (enlury llS-(:hinr cn
counter, and inrp()rlint insights il)()ul
lxxh countries. lliq, l)fttqo is l solicl con-
trihuion to:r tonrrrccl lLncl trxr-oticn [rvs-
tcrical dcbate. lncl shoultl bc rcerl h\'
cv(n1)nc \\'rlh.rn inl(rc\r ln lh( l'\-('hin,r
rclxtionship.

-Rolx'n.1 
Kdll)

Robr,1 ,4. Kttqp L\ pres\lo (l ll:,t'l.\
C: 11 i tll B I ts i I tei.r (.i ) I t | 1. i I

BY ANDRTN'J. NAT}f,{N, NEv YoRx, lry:
CTTLUMBTA tjNt!,ERsrry PREas, 1997, ff,
PP. SJ2 IL{RIXX)\TB.

li (,l.ti u s h4D\ilio . n()tcd Chinir
scholirr An(lrc\\' Nathan englges in e thor-
ough, enlighterring lccount o[ Chin:r's po-
litical (rhrrrc ilnd p(xential [<rr clcnrrrrarl'
'llr,,rtglt rr,,t \\flll('n \pe()fi\Jlll li)r lr0\i-
ncsspcoplc, thc lrrxrk provides I'xrtlr sca-

sonccl lncl nc\\'(ihina watch!'rs il villuill)lt
runderstlntling ol the politicrl cn\iron-
rlcnl lllrll ()ftcn rrflccls busincss in thc
PR(:,

'Ilrr first Ic\\' chlpte$ c()ver tha c()un-
tn's grlitiral historl. clescrihing tlrc r<xxs
oI (-hina's rcpr(]ssi\.e poliricxl ippxratus
lnd trodrn(\' l() dclegilinrize disscnt.
\utl)iln der{)(as !n entire chlrptrr t(}
(lhrnu s nunrcrotrs liiled experin'rcnts \\'ilh
clcnrrx rlcy. xnd ()utlines the maj()r rca'
s(ms lin lhesc fuilurcs.

)lrrthan nonetlreless l)elirvcs thxt
(lhinx cvcnluxll,v will aclopt sonle forl]r
ol' clcrl]or'rlt'y. Hc notes (hit thc currenl
l'll(l (r)nstit(lti(nr p(r|ides [rlr univcrsll
srrlfragc ltncl direct clecli()n of thc krrvcst

2 lcvcls ol the l.i-levcl Pcopl( s (i)n8r(ss
sYstcnr Tlte government hus tct to itct
lrp,,n nlrn\' ,rf thcsr rntl rrtllcr (on.til(r.
tionallt' prcscribed provisions. ho*'clcr.
Ackno\\ledging Chine has neler .lt-
tclnptcd to instill dernocrarv in ils m()st

gcnerallv acccptcd sr-nse-()pcn, ( ()rr)-

pctilive eleclions und(r univcr\ll sul
lnrgc accompanied b1'tttc hasic frce-
donts r>f speech, press, rrncl

rssembly-Nathan highlighrs lhc meth-
ocls b,v rvhich China coul(l implenrcnt the
rlcm(tr'rJlrr' prr^'rsirrn. ()l lts ((,nslrluli(,n.
I'(rh.rp{ l(, \lr,r$ lh:rl (:hrnr':'r' (ullur(' i\
n()t :lnrtlrenre to denxxrx('\'. thc :ruthor
conlrrsts the p()lilic:|l syslell) ()n lhc
nrainland s ith those of 'l'ri\\'ln-in a

chaptcr co-authorc(l $ith lltlcnr \'.
Il{}-xnd fk)ng K()ng.

ln,r (hJpl(r (,)-\\'fltt(,n \rltlr'fi:rnii.rn
Slli. ilsri()ci:lte professor of l\rliticll Sci-

cnce at Duke l.Tniversiry, Nathan 6nds no
supp(rl in nunre()us sLll1cvs firr tltc tltc-
rrry llt.rt,.lcnt,'c'rucy l: lnrl),,s\rl)l(, ir)
(lhinl. A Nxthan-Shi sun'cl rcvcrlc<l that
nrughll' 72 percent of thc I)RC respon-
clents lrlieved thnt the g()\'crnnlcnt hlld

n() imp:ret ()n lhcir (lililv lirrs. 'llror.rgh

this finditrg rnav l)r (lu( l() th(j high pro-
ponron of reslxnl(lenls s'itlt kr* lcrels of
cducation. thc' llct thirt le$- citizcnr rccog-
nizl: tseiiings c(rltr()l n)xy l)lunt dcnrxnd\
firr democm( Shi rrnd \rthrn concludc
thxl the No clcavlgcs in l)R(: s()(ielv
liberals u.ith rcl:rtivcly prr'rciirrnr lnd
pro-dentocruc1, vie$'s: .lo(l (()nscn,rtivts,
rvlr,r r[, not l)n()rilir( r('li,r,rr .ttrtl .tr,. .tntr.

dem()cratic-l]liry cv()11'c int() interrst
gnrups e-s Chinl betrrnes nrorc opcn.

Nxthan ck)ses tllc lxx)k \\'ith r (liscus-

sion o[ humln rights lncl t S polio tr>
*'ard China. He suggcsls lhrt thc t nited
States multilatc'rllizc tlte human rights
isjiue l)\' strenglhcning inlcrnrti(,nrl hu-
man rights regiD)cs. Lrstl\. \ltlran urgcs
I S busincss l() (r)nlinuc l)r()\'iding lrchni-
cul rssislancc. personnel lr:lining, ilnd
Srirnls for rescrrch ils \\'rys l() pr(rI()tc.r
hcxlthv PRC c(rllrncrri:ll cnvir(n)n)cnl.

tHE CHaflA BUSIXESS REYIEW \rl)t(Dthr, ()\tt)\', ttrt\

Dnecon: CsrNe.'s f'g1upB-Wner rr MEANS
Busrxrss, THE EcoNouv, AND THE GLoBAL ORDER

CsrNA's TRANsTTToN
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Darlene ll. Liao L\ .L\\irlar u.lit(n oJ Thc
CI]R
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in. fi)reign (lircct invcst lent (l:l)l): csti-
r:utcs atluul invcslnrcnt in tirrcign lffili-
ilcs: xn(l lists lhc lop'l'\(:s il.r thc srrrlcl
InLI rn J(\(l('f inE (,,unlfl(\.'lllt\ \cilx,n

.r1,,,r oili,r:, :r lrrit.l' t,r.rrrrrn:rti,rrr ol' lirrqrEn

B)nli)lio c(llrit! invcslrrrcnl prrlironuncc
rnd its link () ljl)|. l'xn ll crrvc-rs thc issue
,rl lr,,s tjl)l .rlft,rts rrt.rrktt (1'n((ntr.rtion
ilnd c()ntcslxl)iliq in lx)st (()untries irn(l in
I gkrlritl ccomrtnl'.

Reudcrs shoulcl not c\pc(\ r c(n'rprc-
hensive asscssnrent ()i (lhinr's lrl)l trcn(ls.
ur.rrkcl rU.r,.lurc,.,,r L(,r)ll)((ill,)r) P(,li(v.
Rathcl. the |\ rep()rt is nr)st usrlirl ti)r
the husincss rcrclcr lrxrking lirr a gcnclll
undersnnding (r'll)c sing inll)oniln(( ()l'

con'rpcti(ion p()li(),to fl)l und nrrrkct
()Fnncss As with r:r:rn1 l'N public:rtions.
hon'evcr. several ol' thc ullrrndant srt1rple-

l]1cntxl sidchxrs rn(l (rnnpirritivr chllns

lnr.l tlblcs spccilicllll rtklrcss (lltillr rc
htecl issurs. One gr:rph. [irr instlrncc. conr-

l)Jrrs (lhinxs \tlllus ur, l lclrlirrg I'l)l ltost
runrong delelopirtg counlrics. lrnrl lltc
\,llhl(.,,f inlrrn:llxin.ll lrrn\.t(lxntr,,l li)r-
crgn llhliltes in (ihin:r.

llcc:nrsc thc rrp()rl \\lls Publishctl irt
1,,.)-, it Lt( k\ ,rn r..s.rIIrirr.rtr,rn (rl' rlk. ]l-
prict o[ the Asiao fin:rncirtl .risi:' on rc
pon{(l FDI lrcncls. I}lll tlrc :tuthrxs c<rnt-

prchensive anllvsis of Irl)l lcx!cs tllc
rercler with r useful liunresork uith
r,,lrich (l unclerstlncl Asiir's ont()in! cc()'
nornic :tnd grliticll tlrublcs.

-1tltt.ll

ll ir,l\ ,.! rr.\'.rr.i/.ril a(,/i/r)," ry'

ll i?l\

-.1it,t.ll
(.BR

llrt

Tnr DvNAMrcs oF URBAN
GnowrH rN THREE CurNnsn Crrrns

.ll(tt R. K.th r tht.li'rnto htritn'ss
no,Itqler (t"llx altR.BI Stl,\ll!r, l'r \l r \\t) V'rrPr\(, Wr.

\[ t\tItf,i(. r ()\. IX ]r ()\t oRI) lr\tvtaRst-l_\'

PRri\,,. 1997. 2.rtl pp. S60 L\Rr)( ()\l,ri.

'Ilt. I).)' (t i(s (l (itbu Gr()utb i
'lhrL'.' (,:l',inrs,l (.ili(s is a solirl rcseerch
rcp()rt ()n lllrc(, ()l' (.1)inir's ntlri(n Llr

Itx,'r ( ( rrt( r's-(; uir rrgzltott. Slltrrglrri,
rn(l 'lirniin. Il:rclr of tlr(.sc (itics has
runrlt'rgortt sil{r'}ili( irrrl tlungcs in the

l)ilsl l\\1) (l(\'xdc\.'llr( \\i)rl(l llxnks
|u.ul'.[l(l \\tr olliI Ir,'lrrv lTrtrrril,-
ti()r)s ti)r thcsc (ili(s thxt r':rn bu ;rp-
plictl t() (-lrine s otlrcr rrrclrop()litln ur-
crs.

'I lrc urrtlror-s trrntenrl th:rt thc size r:I
eltclt citr"s (.( ()t)()ttt\', hrtrcltttcrlct .

rn(l inlrx\lru(trrr( lcncl thcnrs(lves t()
rlifl!rcnt trpcs rrl cletclopnrtnt. For
r\urnl)lr, 'lilniin has thc Potential to
bcr.rrnlt u nrili()r tr.lnsln)11 ltt.tlr, ultile
Shlnghui \ l)r( )s l)c r( )u s llinlcrlxnds
sLrl)p()r'1 its plans to lrt'contc ;t linan-
cilrl lrncl corrnrcrr'i:rl (cntcr. \'cl the
arrlltors poirrl ()L)l thirt rnrDv l'lt(l cilics
huvc <lcvckrper.l in llts rrnrl slirrts, with
cil\' lcx(lcrs olicn rlcr'oting rcs()Lrr-ccs

t() Lll.qcnl l)r()l)lcnls ralhcr ll]lrn con-
prclrcnsivc pl:rnning.

Irr Shrn.rlltlri. llr< rrrrtltors rtlril>utc
lll( (rt\ i' (l(\(1,,|rl(r)l tr, tl)( ln)lr(rc\
()l'[is(xl (lc('cntrx liT:rli( )n, (-cnlrxl p()(l
tling lo in< rr. rtst li)r('ign-in\'(stnrent
intlo$'s. :rntl :l r('strtl(1t)ring ()i' 11{)\'ctn-

nrcr'rI :rnrl Sliltc-run institLlli()ns l() [l-
cilitrte II!dc bct$cclr 5lr:rnghui encl
thc fcrtilc YrLngtze clcltu rcgion.

In irolrlyzir'rA 'lillnjin, \'r.rsul iln(l WLr

n()tc Ihill rnrrth htrn]lrn capital lLrs
l)csn (1,n('(lllr.rlc(l irt rti' Slirl(.r1rn irl
dustrics. lh( iru1l)()rs s!rggcsl slriltc-
gies ti)[ f ixniiD to cope witlt cntcr-
prisc rt,lorrrt.. srr,'lr .rs t:rkrng
erlviu'rtlrgc rrl llrrjc l:rnr.l cr)<krsrDqrtts
to lrr.rilcl trenspon l;rcilitics ol a lriglt-
1e. l16r,lr rqr r,rrrttl,,r lrcl\\t'trt tltr' titr
;rncl l3cijing

Gcognrphr . nrc:rns'hilc'. h:rs pllrvc<l
.l lr( r)r( rr(1,)Lls rr,l( rn (;tr.rnFrl)(,u \
grorrtlr. 1hc errtltors argr.rc th:tt tltc
.l tono t\, t,rrjorr.tl rrt ( ; t r i l I ) l.: ,/ I I ( , ( l in
tlrc crrlr rclirrrn )cxrs rnx(lc tlrc cit\'
or'rc oI tht- nr()st l)r()sP(r()us in tllc
countrl. \I'lrilc (itrangzltotr t'ill t-on-
tirlur't() l)cnciil li1)n) ilri heir(l st:lrt.
\1sr.rl ancl Wu rt].lintuin tllirt lhe ('it!,
$,ill [rlle to rclirrnr ils Stirt(,-()$nc(l
cnte{)riscs rlt(ne xggrcsii!'elv il it is 1()

keep r.rp with inluncl ercrrs rvitlr lcss
cxl)cnsi\'c lltbor' ltnrl lur'tcl.

Th()uglr lllr. in'<lcPtlt nrLturc ol tlrc
r.tu(lf nllv not ltlrlrtltl l() l)usir'tcss
rcadcrs looking lirr a gcneral
()\'L-r!ir\\' ol China s in\,cslr)rent cli-
nratc. nrt, l)t ldtDi{s ol l rlun (in'u,tlt
pr()\'i(les r rlcllth ()l inli)fiDxtirnr Dnlst
usefLrl t() olirrkclrrs. l]rrrrLrn rcsoLrrt('
nlal n:ltlcrs. c(-{,tl()n1ists. antl ollters

lrr.:44u
ll/het can hL' hL'ltL't'gi[t.\ tt, t.t,ut'
husiness partner,t, ./i'icnd,s und

lhnrilies in China than u hox ol
delitiotts nootl (ukes ond u

futttle rl Frem h xinL' luring tlti.t
sausott ?

i-Shopping for people in China

www.imissu.com
o Fresh flowers for all occasions
. Gourmet food baskets
. Fine imported wines
. Chinese and foreign books

,:J::::1ffi;1iff;lT"#:-
with mail order service to the rcst ol

Ch ina

e. I
tr

'lhc srlcntlr rn lltc I nil('(l \illi{)rrs
{l;\)!i Jnnu:rl srrics. thc llinll I tL'!l
tt ('tll li4t'tt (\.lr)rlrl('s llorr Ir, rll.rrrll.lin
('(nltcslxl)ilit\-tllc lr(c (ntn' rn(l c\it ()f

n rk(t plni('il)rints in rrirrkcts in \\'hi(h
triln:in ti(nlul (()ln)rrrli()ns ('lN(lsl irl\'csl.
'lhc lrrrtllrls prrint :r lrrr:rrl, u'cll hulltnccd
pirtL[c ol thc srr\s irr $lri.lr lil)rr:llizlti()n
ol :r cr)trnln s linl,igrl invcslntcnl r!.ginle,
tr)u(1lr(r \\rtlr it. rk'rt'Lrlrntcnt rrl Polrrrci
th:rt pr()rr()t( lirir. ({,ntl)rtili\'c,rrxrkels.
trrn rrrnrbinc r() lxlrclll 'l\(:s :rnrl donrcs
tit 6nrrs :rlikc

l)xn I ()l rhc r(ln)n ()t|lliDcs tlrc gkrlxl
lnd rcgtrnll (lrxr.lclcri\li(s ol'. unr.l trcnrls

\\'itlr rn intL'rcst in rlrl):Ln (lcvcl()l)tr(nt
errtl qro,rlh in C.l\i]n'.\. 

-,,11d, 
R. K.llrt

THE cxl A BUsl Ess REvlEw \ln'"tlrt ( \ttttrt tl)t)\



DorNc Busrxrss vrrH CHTNA, Srcoxo Eorrrox
tit)rltit) lt't' .J( )\.\'l-t I \\ Rtit \ II) ,!\I) I-r
Y()\(,. Ir,\rx)\: K(x,,\\ P.r(,r I-r'I).. 1997.
558 Pr,. IIKS 1,000 vn.rr ()\tR.

'llrc rcrrrrrrl crlirion r:f /),i,rll llr.rl,(,s(
uill, (.l1i,kl 

1rrr ['rclcs lr cr rrttpr cltcnsir'e clc-

srripti()fl ()l thc I)ll(. l)usir)css rnvi()n-
nrcnt. l)xsl irn(l prcs(nt. As irl tlt!' 199{

Pr rlrlrr',rtrort. tltrs rrLturrt (,n)t:rrn\ rl \(rr(\
ol ufliclcs s' tlr.,n lx olflciuls, consultants,
hrvyrrs, rrnrl lr(L\)untants liorrr thc []r'ritctl
slill(*. llrc l'll(: .llr(l (lr( ll,,n8 K(,n! 5l)r-
cixl A(h))inistriIi\c ltegi()n (SAR). Vith r
fire$orl lrr'\ir Yi. I'li(- Slal( ('r)un(il()r
al,rcl lirorcr rnioislcr ()l th( Ilinistn ()[ Ii)r-
crgn'l'r.rtlc :rnrl I:rrrnrrrrric (:,\)l)(r.rti,,n
rrncl Sir l-crrn llrittxn. \ i(c prcsiclent of the
litrr('l)('iUr ('r,rrlrrI\\r,rr). Il'( l)r,,i((l l\
. k,.rrlt tlrt. rr,.trh ot Irrglr lcrcl (ix,ltr.rtion
lrtstcn (-ltin.r unr.l tltc I nitccl Kingtkrnr.

'lhc lirst hrlf ol tlrr: br;ok plrrrrdcs
r,r,r.nitr,rs,rl ( ltin,r\ (.(,,nrntt\'. il(htltni\-
l[rli\c |'\'slcn]. lrntl lirrci.qn traclc lncl in-
\'cstn)cnl c|rD:ltc Ihis \cctx)n cr:r'cn the
lllirt,,I l\sll( \ l',,I l r( il.lll (1'olP.lni( . In
(:hini. il1([r(ling lr\x1i()n ind j{)int-\'en-

ture nrles :rnd rcgtrllrtions.'l'll( issu(s srrr-

r,,un(litr* ( lti,l.t \ \\i 'rl(l I r.r(l(. ( )rBJ iz.l

li()n xc(c:,st()r1 ncg()tirtti(nrs lrc llsrr out-
Iined. tllrugh rc(cnl l)r(,llress llxs nrx(lc
lllis secti(,n slighth ()ut(lill((l. lhor,rgh rrsc-
ful lirr nesctrrncrs scrking huckghlrnd
()n lhese ()pcrirli{nr:rl issrrcs. lhc volunre
llcks drt;tilec! clistr.tssion of tlre clailt cllrl-
lenges. [ronr r.listrilrirtion to lrtrnr:rn rc-
s,'rrrrc':. l.tinF l,)rcisn lrr\c.t,,r'. lr (:lrn.l.

'l lt,.' i,,niise \rl.rl)\llol\ ,,1 sl)(f ili,' rn-

dustries. I)()vinrrs, lrnrl nllrjor citics ii'lr-
tr.rrecl in thc sccon<l h:rll (l l )iuX lilst-

e\t u ill) (,:l)ittd. lrv c<lntmst, urc likcll' t<l

pr()\'e nl()re Lrselirl to lrtrsincsrl't<1rlc on
the gr()un(l in lh. I'R(]. li)I cxirnrPlc. the
chrpter on (itiris ind p(n'in(cs pr(^'i(las
,l1iri()r cc(n1(nric in(li(lr()rs, l(xillili(s en-
rkrtltttcnts of nlrtultl rrsottrecs. lts scll ls
pr()\-incrs rilxj()r intcnrlrtionlrl t,x;rrn lrnd
irnl),,r1 rn.lrk(l\ ilD(l I)xll(rlr\ ()i lort rgrr

clpit:ll uiiliz:rtion. Ihc srrncr' ol (.hincse

induslq ((nrlrins ()\'cn ic\\'s r)l x rilricl\' ()l

in(luslries. Ironr thr.' constrLrction ;rncl
drin' scd()rs. l() Drrdi(lll ((luipn)cnt ln(l
PrPcr.

-Kdtt 
.ll \t tllt:r

Kdftrt -\l -tttl.r' is dir(\'k)r tl- lhtsitu,s\
,!rr'iJr/f') .t(,n i.-(,s,r/'ll.)? L*,1)i, t(t
lJlsi,k\r ci)u cil itt ll1sl)ir4.ltrt. I)a-

BY MAR(;AR!:.I' M. [t.:ARy,N. IIIiRKII.IY:
I INr!riRsny (n'()ujr,onMt Pxr,ss, 1997.
22.i PP. S-15 tlAarxr()vriR.

a7)i,l(r\ .\i?ir' 1rils/r(,.\:{ l:/it., cximi,rcs
tllc ir)rpil(r on (:lrinxs politicrl svstcm ol
thc cnrcrging cl:lss ()l'nlunxgcr' ()l li)r-
r igr'r- unrl pri!xtc-\cct()r !nl!rprises
_l-ltrorrgh cxtcnsivc inlcr\ir\\'s \\itlr 5I
ntunrtgcrs ol li)r(i8n-in\(stc(l lncl prir':ttc
sntery)ris(s lrncl lirrcrgrt rcl)rcsrnl.rtit c ()f-
iicr.s. lnd curclirl rcscurch ()f the PRC

business clinrllc. \lxrgirrct Il. l'eJrs()n
urntribLrlcs \,ululhlc cvidtncc lhat ec<:-

n()rDi(' rrlirlns nlJv n{)l nc('assirrilv dnvc

lx)liltul lilr(lirliz.rti(u. ll(jr li)(rrs is ()n llle
l)ll(: cilizcns s'lro. llct'ltrsc ol tlteir r.1ose

(irrl:l(l\\rll) ti rrt ign .rntl lRt-rtr.rrkr:t lrtt.r.
rlcss l)r'ilcli('cs. Jre lhc nl()sl likcll to he\,e

bccn cxlxrscrl to lil)*ll p(riticxl i(lrirs.
1'ltorrglr tltc, ll<xrk is intcnclccl hrr ao

:rt':rtlcnrir' lrtrclicnr't'. llrsincss rc:rclcrs uith
(lltinr.sc' r. rnpkrvr.'es in lhrir l'll(l ()pcrll-
trrrns nt.rr, li rl rtrt..rlitrg tlrc ((1r ,'llli('
lurtr.l politicul lirrtcs thrrt ltrrrc shlpccl tltt
vi(\\s ()l tltcs( (rrrpl(,f(cs. l)(lrr\()n (lelrils
thc nlDg( ol'rPinions lrcltl l)\ l'R(l n)in-
lugcrr. i)n ,rliri{rr issrtcs. li,n tlrc l9ll9 gor.
cr|rn)cnl sul)prcr\\t)n of rlcntonslr:ttors ltr

c()rruption.'lltc lrrlnlrgcrs, intcrriewc(l
during sepur:rte visits in l{)91 un(l 1995,

l,,r lll( rll,,\l l):rn l('nrh1l I() l)('r(l(\,1,'8i-
cullr inrlepcmlcnt. l\first opposcr.l u srtrng
r(rr li)r tl)c (inrnrunist l)xnv in l)usincss
nun.rgc,nenl. lnd callctl lirr grc;ttcr cco-
nonric rel()rnr thrn \\'ir' ()(r'rrrrinu xl lhr
tinlc (lhe nl()st rc('erll rlr)\'rs to o|rrhattl
Stltr<rs'ned cntcrpriscs lrrr likclr to Ilc
n'clconrcd hr tlli\ gr()lrl)) .\t tllc !xn1c
tintc. h()\\'crer. onlI rr rnrirll nlin()ril\ {)[
nun:lgers. nlo\l of $horl scrc busccl in
*,ulh(.rn (.ll,n.t .rnrl ,,r lrutl sl',t.r)l l,nl(,
studring or sr;rking ovcrscrs. trrrr en-
Ihu\i.r:llr' \uPP(,fl(rr',,1',ltrtr,xr.rtrz.rtr,rn.'
The nul rritt' ( ,1' intcn icsccs. il thcl rrcre
\\'illinli to tliscr.rss I)olili.s rt xll, tlxlk lhc
rclrrtrvelv conscrvlli\e lirtr lhill reli)rnl
I'rlcl to pr'rrccrl in lrn orlcrlv l:rshion. rrr

tlrc (r'unrrI n,rrrlJ lirk lr tlc.rtr'tt rrrtrr

chlr()s.
l)errs()n i(l(ntifics elicntclisnr. or thc

intirrm;rl antl frrrrrlrl rellrtions l:ctu'rtn
business ar'rd g()\'crnl)(ilt offir'ilrls. :rs lr
nui()r rc5lnlint rrr lirrcrgn lrncl privlrtc scc

Ior nrxnJI(r\' .lrrl.,n(,nl!. ( ll( nt(ll.rrl ln-
terlerr:s \\ith tlrc ill)ilil\ {)l thc\(, r]llln.rgcrs
to lirrnr lr (-()hcsi\( Er(rul). \\h(lh(r (()

irchicrc cc()n(nni( r)r lrrlitrt;rl cor:ls. l)crtr-

son clxims. th(nr8h, thxt liueign cornp:r-
nies ltar,c pushecl stranrr(\rsl_v lirr un t-nrl
t() surh ptuclic(s in the lirrnr ()l grcxtcr
lrinsPlrcncY and regulxti()n As lr rcsull.
the ti)rcign-invested s('ct()r Rn(ls l('ss ol' J
neecl thrn chlcs (lhin.r s l)rit'illc se(l()r li)r
''inlirrnul rc,lations \\'ith g()\-crnmcnt ()lh-
ciuls.

I'c.trs,rn eottilutlcr 11111 1.111111'. Irusi.
ncss clitr is unlikch t() lclrl thc cull lirr
grrlter politicll frccdorns. Slrc :rsscrls
that Clrinr s currcnt st!lc-\()(ict\. rclr-
tions. $'lrich shc ahirfualcrizcs lrs il (I)nr'
l)inJli()n ()a clicnlclisnr und 5(xirlist r(n-
p()rxlisD) (slr()ng g()\'crnll)cnt c()nt[()l ()f

lrusrnt s. .rnd \,,(i(1\ lllrr)ugll Slirt(-([rnr,-
nlrted, il n()t gorernnrentill. inslinrli()ns).
is likely t() persisl in (,hit1ir lirr srxuc tinrc.
It rvr:uld lt intcrrsting to hcur slrlt hcr
intenic\1ees !v()ul(l slv trxlly". or I yclrr
liorn trxlay, ahout tlrc govcrnrttcnl s rc'
ccnt nlovcs t() llccclcftrte tlrc plrc(, ()l'c(r)-
nomic rcfi)rm uncj shethcr ll)cf h()l(l
thr s'.lrne vieu's xs l)rli)r( on political
chlnge.

-(.:atl\\1u! Gllh

tl{E Clll A BUSI ESS REVIEW \, 1:'t,ti\t t)'t t,,t l'rt\

ln s(nne rcspccls. rhis llx)k is th( \i(.
tinr o[ its ()\\'n :lnrl)ili()n\ An elirn to prc-
scnt r hft)r(l (tngc ol isstrcs (tnr)q, rrt lhc
rxltnse {)f in-(lcptll irnrlrsrs l1tc guir.lc s

thsr'ussron,r[ tltc lnrlrli(' rclirlx,r]\ \((l,n rn
(:hinx. ti)r instrnar. is nrorc ln rnlr(xlrrr'
li()n li,r thc uniniti:rte(l tlun x (lcllilc(l (lis-
(lr\\i(,n (,f tlrr ,rrrttrrt rt Prrrlr[ttt. lrrr'r'ign

llnns cncountcr in,nxrk(ting tlrcil pnxl-
uLls i lhc l)llc. l\'1()rc()\cr. nn)sl (rl lll('
slrltisticr. $hi(h alc front vcrtr-cnr.l lt)9(r,
:rncl in srrrne clrscs 1'r:lr--cncl l9t)5. in(li(;rlc
gcncnl lrends. lrr.rt arc not lrs corlprclrcn-
si\,e xs olher resourtcs cletlillrtcd kr rt-
p{)nins stxtisli(ill (lxt:l

/)or?.( Blr.rire.i\ u'itli (,:l1i u is nonctlrc-
Irss lr usefil reference. Ix)th li)r lctcrills
\\ith l()ngslJrlding ((nrnlitnlcnls t() thc
Chinx lrrket lnd ndvtrrrncrs.

CHrNA's NEw BusrNEss ErrtE

L:dlb.,i\c (;elb Lr e\'njcidt.' ?dih i tt 'l'h!r

CI]R.
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lcrivitics in (:l)irrl \\'illl lltosc in ollrcr
(()unlrics. (llrin.r \\'us thc tlrirrl-largcst
Al)lJ lx)rr()\\'cr in 1997. rc(ci!'ing $65()
rrrillion in I'rrnr.rnrl Sl9.i rttillrrrn rn

tctJrnicll assistence gtJnls. All l)r()ic(ls
Jre lislcd. ()tllcr cllx11s inclrr<lc kxrn
lrpprovels by r-oLrntr\'. rlistrilrrrti<xr of
lending, projetts sitlt to-fln:tnting. to-
tal cxtcrnal clclrt.:tnrl nct ll()\\' ()l li-
nllncitl rcs()urccs,

\\'hile n()l cxr'lusivclv (-hinll-( cn-
tcrc<I. thc AI)ll:lnnLrxl rcp()rt is rc-
plalc \\ itlt cc()n()rlli( un(l stlllislicul
dlte llrrtrt (lhinl:lrr(l h()\\'il stlrcks rrl)
xg inst its nciglrlxrrs. As sLr(1I. il is url
invaltlrhlc rcsorrrcr lirr thc Asix-s:l\.!'\'
businesspcrson.

-lulit,WitlkDt

'l lrc
ll (tllt)tt is r$ut\h ttssislottt.fi)t
I lR.
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'l lrc gr:r1,lhs unrl chlrrls in tlrt' :rrr

nt'xcs, t'lriclr lisl xll l)r()jc('ts. .lrr rln
inr'rrluulrlc rcs()Lr(e in (()nrpllring A[)l]

'lhc 199- enntrel rep<rrt frrrn tlre
Asian I)c|cl()l)l])ent lt:lnk lAl)ll) l)r()-
vitlcs lr r'ornprchcnsir c or r. rr'ie rl ol
.\l)li x(ti\.itics. irr(lu(ling rrsclirl cLrta
()n (;hinx lntcr\l)cIsc(l ilnl()ng (l({xilc(l
slxti\li(s xl)()ul (;r()sr. I)(ru(:'li( l)r()(l-
u(1 {(;l)l'). finuntirl scn'iecs. untl lirr-
eign r\(l)xng( r:ttirx lirr tlthlor cotrn
trics urc chlrns tr;r(kini{ \()(i:ll tir(l()rs.
sLrch rrs crrvironnrcntal pn,tcr'tirrn lrnrl
x(lult litcr:r( \ , s lticlr gir c rr lrrortclcr

l)ictur( ()l c:rr'lr r'orrrln"s r)terall ecrr
nornrc clcvrirprncnt.

'llrc lnnu:rl rclrorl tlcrrrlcs lr srtt:tll
\(,(ti,,tt f,r tl)(. A\iiln t.t'rrn,'rttrr r'tiris.
\\'hilc b1'no nl!:lns lhc rtt()st ('()ntl)re-

hensivc unrrlysis in l)rint, lllc Al)li r(-
l)()rt n()n(]lllclcss ol'li,rs r rrrnr'isc sLrrtt-

olllrv ()['(veols, :r lt^tr. irl cxPllLnation ol'
tlte lltillkcls collrrPsr'. :rnr.l lr llrir lrs-
scsslltcnt :ts k) \\'l)ilt lttcllsut('s (t)!lt't-
tlics nccd t() x(l()pt in lh( firlur(.

F()r thc (lllill.r {nientccl l}osincsspcr-
s(r'r, lhc A[)l] rel)()rt lllll, scvcflrl scr-
ti()ns ()l intc!est. l)c{rinning \\itlr ir

lirur-pugc (l(s(ripli()n ol Al)lls 199r
.pr.r':rti,rrrs ilr tl)( l'll(. .rrttl (.lrirrrr''
gcncral t'rr rnornir' yrcrli rrnt:tncr'. lixrts-
ing ()n intlrli()n, crtcrnlrl t(rdc. lnrl
dorncstic 1.)olict. tllc rcl)i)rl irnillvzcs
thc\c ln(l ()tlt('r c(-()n()ntic in(lic:lt()rs.
f.r' t rurtrlrlt'. sltrk' l.rt'rtn rlrr('r t rn
\r\tnrcnt inll()\\'r! grc\\ l)\ lJ pcr(cnt.
both :rgrictrltr.rrel xn(l in(luslrirl ()utp!rl

cleclinccl. Iltc scrvi(( sc(t()r ,.lrc\\' l)\'
ll..l I)(,r(('11t ils inll:lli()n (lr()l)[)e(l l)\ .l u
per(ent. ( )thcr .llxns illrrslr:rlc cllirngcs
i|l (.ltin.r. (;l)l' .lrt(l (,,n\urrr(r I)rr(('
rn.['s. Pcr (.rl)rt.i (1)crg\ ( ,,rr\rrrrtl)ti.)n.
rrrcrchlrnclist' trlrrlc. anrl \rvings r:llc.

Thc rr?rn :rlso <lctuils sorttc ol'lltc
n]lrc'rocc or'ronrit issrres (lhinlr flrtcs.
strr'h ls Statr<rsnr'(l ( rltcrl)risc (S()li)
rcf()rrn. l'iniln('i:ll rcst rrrc'l rrring, an<l
gr()\\'ing ii(rntrc in((lLlrlitics IlrllJ)llx-
sizing lh( r'clutionslrip Iletut'r'n bunk-
ing xn(l s()lj rclirrrr. llrc i[[l]ors c\-
plain $h)'rclirlrrs arc ncc(lc(l xn(l ln)\\'
lll(, l)ll(:l:()\( fi]rrt('rrl \\'ill .rll( rrtPl l{r irr)-

I.)l('rr)( rrl \tr('lr rrl('il\ur('\. Itt rrtllitrt,n.
1h(' rcp()11 t()ucltcs ()n I'll(, !l()v(rn,ncnl
llltr' )l)ts l() rctltrr't rcgionlrl clcrclr)lr'
,rcnl in!(l(Ilrlili(s. An()ll)cr ir)rl)()narol
secti(nr (lt lllc irnnLrill rclx)r1 is a a()un-
ln'lrr crrrrntn plolilc rrl tltc llunks oy'r-

cnti()ns. in(lu(ling lou rrt rl s;>t.r.ific
strrtcgr'. Polir'r rli:rkrrtr(s, antl lcncling
ancl tcchnicltl rrssi:,Lr)(r I)r()grxn)s.

,t* o"t";
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Trends
PRC GovrnnunNt RTSIRUCTURTNc Coxrrxuns

_l-hc rt'r'ttr':rI g()\'( rrlrncol llrs
nrovctl lrhclrrl u-ith thc rcorg:rniz:r-
tiort ol :t l:rrgt. nunthcr o[ grrvcrn-
nrtnl filinislri(s. frrrt lrroposctl at the
\l.r[(ll l9()8 rncctinF ()l tl'tc Nationel
l)roPlt s (irngrrss. 'Ilrough tlre rc-
\tru(tur'ing nt:rv rLrr| sorncs ltal as a

rcsrrlt ol thc r'orrnln"s lagqing cton-
()nl\'. (-crllrin g()\'crnnlcnl instituli(n\
:rrc a lrcrrlv undcrg<ring significlnt
lri[1sli)[nlati( )n.

ln Augusl, thc slxle (,()un(il xP-

lTlrvcrl u rcstructr.rlir'l11 sr'hctttc Ior
the l'coplt"s llxnk (,[ (:l]inx (l)ll()(l).
Acc()rding t() llre l)lirn. Pll()(l will
(ut its px!r'()ll fr(nn 1,5(x) l() 500. and
thc nlrnrlrcr ol <lcpartnrents lnrnt 2:l
l() lti. 1hc llxnk Manilgcrrr('r)t I)('-
I):trtnlcnt lnrl Iincign l-in:rn(iill lr)str-
tr!1i()n A(lrninislrltion lvill bc dis-
s{)l\.ccl untl their rcsp()nsil)ilit ics
rrsstrnr((l by t\() n(u' (lcDarlnrents
I)cl)altn)cnt No.l $'ill t:vcrsrc thc
fi1( t()l) Strtc-{)\'ncd < ornrncrcial
l'ranks. th. Agricullrrral IJank ()f
chinr. the lJxflk (r.Chin . the ltank
of (-( nr)mu ni(J( i(nrs. (:hinr (i)nstruc-
ti(xr l|:ltrk. untl thc Industri:rl :rnd
(irrttrncrtial lhnk ()l (lhina. rs wcll
ils thl: State-run llr:<4rle s Insumnce
((;r(rul)) (.()rp., knt>u'n irs l)lC(]. l)c-
Purtnrcnt \().2 \\'ill rcgulatc otlrcr
ckrntcsti< cornntt,rcial lunks rncl lll
lirrcign lranks. l,UO(; $ill ret:lin its
ln\ur'.rn('c l)(p nrn(t)t. lrrrt tlrt rlc-
l):rrlnrcnl s slreilmlincd ponli)li() $ill
int luclc onlr (l()ntc:'lic c(rrnlcrcixl
insrlrun(c. (i)nlr()l ()f lhc n3ti()n s s(>
tial sccuritv svstenl \aill hc ect['cl ur
lllc nc\\' !linistq ()l Lllx)r xn(l S()cixl
5e(urity. Iiinally. thc srate Adnrinis-
tftltion ()l li,rcig,r lixcllrngc, until
no',v a rclltivcly indcpcnclcnt au-
thr)rit\-tlut rcp()ne(i (lirc(1lv t() thc
Sralt, Ootrncil. s'ill [all trndcr thc
I'lJ( )(; urnl)r(lll.

'lhe rck;rrn (r'l'll(xl is p:trt ()l rr

lrrrrrtlcr cl'lirrt l() ()ycrhaul thr rilin!{
lin.rrrr ial scct()r. p:rrli.ul.rrl\ thc
rlclrt-l.lrrrrlcntd bunkinB systcnr.'l ltc
SIatc rrrrt lr.rnks crrrrt ntll- r-ur4 nras-
:'ir r. lercls ()l n( )nl)crli rrnr ing k)irtls
ol' Strrtc-rrrvnetl (nlcrpriscs I S( )l:s ).

\: ll)( S()l:s tlttnrstllcs ttntlctgo tc-

STnEAMLtNtNc
ELECTR()NICS AND TE LE(]() M

Also ()[ coneern t() foreign busi-
ncsscs, prinrarill' tlrose in the infor-
rrration teclrnologl sc-ctor'. is tlrc ne$'
Il in ist r) ()f lnfororation Intlustry
(llll). l\lll $rs [orDed in \larch
through the merger of the Minist.!
of Posts and Telec()mrnunicati()ns
( NIPT), the luinistn' of Ele.tr(:,nics In-
dulitr\' (IUEI). xnd ccrtlin deP.rrl-
nrcnts (,f lhc tirrmer llinistry of Rr-
dio, Film. xnd 'lclevisi()n (lURf l )
irn(l lhe nrilitilr.!.

Thc ncs' ministn regulatcs elec-
lroni( s and inf()rmJti()n pr()(iu(l
nranufaclrrriog, an<l is to overscc thc
<lerclol-rnttrrt of tlte tc.l<cotnlttrnir'lt-
tions rnd solis'arc seclors. l\'lll sill
.lssumc thc reguht()r] firnclirxrs (,}l

tlrc lirrurcr State Rldi() Regulatory
()ffi.c xn(l thc firrnrer Stlte lnfornlr-
tion ()lfitc. It \\ill itlso dircct plrtn-
ning untl rcgulatoq' dcvelrpnrcltt for
(:hinil's r:r(lio and telcr.ision (inclu<l-

irrg clll)lc l trirns[lissi()n r]el\\'(rrks,
prt,r iouslt un(l(r thc f()rtncr IlRfT.

\l(t\' \ht l .l ( itlhrtint'(,t'll)

lilD Itlutl

stru(luaing ()r ()utright lurrkrul)t().
the hunks uill ncr:tl t() rlough i)ll
tltr' tlclrt .rnrl lrtgrrt lcnclrng .tt .trrrt
rrrntntertial lcrmr. ll()\ srxrn the
brtnkr s'ill bc.tblc to nll'c lirlrvurtl
in this 1>rr,tcss r(-nt.rirts unccrlJin.
h()\(\'cr. li) stinrullttc thc c(()norrl\'.
tll( gr^'(,rnlrt('nl hrs str.'1lptr,l rrlr it'
l'unncling of SIatc lirncls throush tht.
banks to S()E:'. \e\crthelc:'s. lhc
8()rernnrcnt rPpcrrs c()nurlittc(l I()
l'inan(-iJl s!('l()r r(.fi)rn). llciiitlg rc
((l,lllv annr)uDcc(l nrcasrrrcs lhilt \\'ill
incrresr lirrcign l)ank p:lrlicipxli()n
in lhc se(tr)r. shcnzhen. (luang(k)ng
l)[()\'ir1cc, $,,11 be <penccl t() li)reigr')
llanks, r'lri< h lrc culrrjrltlI Pcflritlc(l
I( ) (t)n([l('t local-crrrtcncv btrsincss
r:nlv irr Sh nghri. 'l'hc' minimr,rnr
axpital requircrncnt u,:rs alstr reisccl
t() Yl(10 rr)illiorl (S12 million) fftrrtl
Y-10 Inilli()n ($3.6 million ). rnd the
rligihlt f<rleign lranks s ill hc lblc to
oflcr a ntrnrher o[ ncrv scrvicrs.
such as jointh unclertr riting louns
:ln(l issuing ceflificltes of dePosit.

\\ hi(lt \\:rs dos ngr.ttlt tl in \l:trtlt to
thc StJlc l{il(lr(). I'ilrn. rrnrl Iilcrision
lltr[c.ttr. (,hinr r\crosP;tr'c Inrlurtrr
(i)rp. is t() rclinrluish orcnrll plan-
nin11 li)r r s.rtcllitc tt.lrtolr nctsork
l() llll In J(l(lilr()n. \lll s'ill :rssurrtr
tll( l!\l)(nrsil)ililic:. i)l lll( rc()rg:r-
niz(,(l (:(,orri\si(,n lirr Srit.ntc. Ii.tlr
nologr. .rncl ln(luslr\ l()r \irtl()rrxl
l)clinse lrlr drrrnesti( crxrrclinutron
{,l s.rlcllitr (ri)its. l)ri(e rr)ilrlrrg(!rrcrrl
lirr tclccortt scn'icc:. Prer'i<rusl\' rrn

rlrr thc lirrrncr :ilillr I'lJnring (i),n-
ntission. sill ulso notr' lrt rrn<lr'r
1\l ll s iuris(li(1i(nr

'lhough thc full inll)r(1 ()f lUIt s

crcxti(),'t $ill lrk( ti!lt( l() s()rt ()ut.
thr' str('irnrlining nral hclp to lcrcl
Il)c PIJ)ing li(l(i l)(l\\'('cn (1)nll)(tr-
tors (:llin:L'li'lerrrrrr end [:ni.()rn An
oPen, c()r)ll)ditivc cn\, ir'i ,r'rorcnl Il:rs
l)c(n ('\t.rlrli\lr((l (,n:r tfiirl l)l\i' in
rx)rthcrn 'li:rniiD. \\'ilh Iini(()rn cr)-
i(,\ ing ()l)( rirti(,n:rl :r'r11x <'t1rr:rl t{) its
l.rrgcr cr'trntcrP.rrl -l h,,uNlr (i,,nr(''ri(
(-(nnPclili()n tlxv inrl)r()t'c. lhc e()n-
.rrltrllttrort ol llll tttll rnr'tcilsc t(\r\
tancc t( lil).ralirution. 'lhus. anr'
short'tcrnr lrrnclits to firrcign [irnrs
of thc \lll r(slr!r(rllring lrt' likeh t<r

br irrdir(.ct ils il (r)nsequcnac ()l rn'
lcnsificd c(,rnpclition lrr. ts ecn thc
t\\1, I)R(l lclcc(nD BiJnt\.

Illl uls() rrl)rcscnts irn rticrnPt l()
tlivort'c thc rcgr.rlaton lntl lrtrsincss
Jrnls ()[ \ll)'1. entl t() crrnsolidete rr'r-

[rrrnralion technol rg! rcgrrllrlion rrn-
dcr lt sirrglc ituth(nit\. l}trl lll( lcr(l-
crship lincul) ()l \lll rlrflccts tlre
lcss'thlrn't.t1rral balancc ol pos'cr
l)ct\\'ccn Illil :rnd \'lP'l'. ln ir(l(lili(
l() thc lilrt that lirrnrcr i\11'l (lricl Wu

.li(huxn has assurnccl lhc l()l) l)()st.
rVll in(lu(les r()ulrl)l\' 2Jl) stull liorrt
iU l''l .rr(l (nrl\' 80 (rll(iitls li(nn tr1lil.

.Vt,rt,ri .Vrl t.r dssrrr idlt tltn'cl(,r tl tlr(
I S (,ltittt llusiut:it (.int Lil s IJ?iiin!:
ollir!- (,ltllro'iit (;t4lt is rrssoLitrlt'
(,./i/., ,,/ I lr( (.llll
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M,.r.xrrc Roov
non PnrvllE J Ers

\\'itlr :r spr:< ilrl t:lcilil)' ti)r c(np()r.ltc
i(t5 :rn(l lhcir l):lssengers sr'hetlr.rlccl to
()l)cn in ()(t()l)('r. Il(),rg K()ngs nc\\'
(lllck l.xl) K()k:lirl)(n1 r.rrtrltl $cll lt-
cornc rr ltLtlr li)r l)l.i\ilt!- planes. Tltt'
llu\in(\i. A\i.rr)n (icrlrc rrill lrrrrr rt'
o\\'n (-rrsl()n1ir. irnnligrxtknr. lnrl jet scr'
\'i('c ur(rl\ :rn(l \\'ill [ul'lcti(n]. in clli'(t.
ls Jn irir'l)()fl \\'illlin ln iirp()rl ll(mg
Kongs Pre!i()ttr xiryx)n. KJi l:rk. h.r(l
irrstrlli it rrt \l)ila( t() gLrxtitrrtce Iitnding
slors lirr;rrir':rle i('ls. This (lctrrrr(l
\\(,.tlllr\ Ilortg KUrlg('r\ lr{,r)r (,\\ nirlg
pcrson:rl Pllrnrs. 'llre ne\ ccntc[:lt
t .ltck l.:rP K, 'k r\ ( \l)(1 t( (l I( ! I). '(,sl .rir-

ti()n.ll:'. ll()\rcIcr. l\\'cnl\r()r'lc ()l tllc
r()l) .a0 rlLrltin:lli()nals listr(l (,n
/ i,17rlr/(r\ (;lol).rl l.,p;(x) ((,l|rl).i r(\
llil\( in\cste(l in:r corrtlrinetl trxrl ol
l-i l)r()ic('ls in (.lriilx. 'lhrsc invcsl
n)('rlls uIC \\1)nh Sl7.i billir:n. ltncl il
l)..'r( ('nl llx\'('bccn pn rfitlblc.

V'rtlr.rrrlr lriglr lLvt'ls,,1 lirrr.ign in-
\'('slrr('rll. it Lr,trl(\ ll:\ littl( sttrPr'i.e
lllrl (llliilu ties llrxzil :ls tlle l()l) eDrcrl.l-
ing-rlrlrkct (l(slirlllli(r'l lirr crplttrilrtcs.
Ir('otrlirtg l() \\'indhirrD Int('r-r'tul i( )n.l l.

llul \un'rv resrrlts crrllcd l-r()n) lllr r('-
sPonrlt.nls lr()nl I-- compxnic\ xls()
re,clrItl (.ltir'rl to llc thc c()ur]ln lhxl
l)re\rrrl\ c\l-)lrtriJtcs \\'ith tlrc grrlttcsl
elrallcngc:'. r\rn()ng thc l:tc'lors <rrnsitl-
crctl in tltc srrncy llrc lltnrilv lttljttst-
rltcnt ;ln(l ('l)ilclren s cdr.tcation.

Iispcnst's :rlso [cnlxin rclllti\'(ll higll
irl (lllirril. A rc(rnt sLrr.!'aY conclrrr'lccl
lry (itncvrrJ.llrsccl C(n'p()rxtc llcs( )Llr( (s
(it-()ul) rxnks Hr:ng Kong rs tltt'
$orltl s rnosl c\pcnsivc <itY tirr tsplt-
t Ii:r trs, sull):rsr'ing T()k)(). Ilciiing.
Slrunglrrri. lrlrrl titrangzltou arrc rlnkc(l
thirr-1, lililr. :rnd sctcnth rcsp((livcl\'.
\r'rr \i'rk. llt( nn,sl (\pen:r\1 1 5 (rt\
(nr lh(l lisl. (rnkcrl llst ()n tllc'list ()l

l5l) Asix s l'inlncirl sl()\\'(l()\\'n hJs
ltir(l irn irnpx(l ()n thc riltlkiugs, \\lli(l)
:rre lrlrsecl ()n tlle c()st of ntor,: llten
ll)0 g()()(ls er-rrl scrviccs. inc ltrcling
lroLrsing. tixrrl. r'krtlting. cals, ltncl ,.n'
l( I.lrlir)r]l( rll.

r vou re

nrissing back

issues of

complete your

librarv now!

t
? f,r6?o TIIE

- ltu rkttc ll I ilo

rrali rrIr in ll]r rcqi(rn. ancl rttlrr lrcllr
li,rt'i{tt .rrlPorlrtc iel\ c\( 11lLl.lll\ ,,l:lill
Lrnrling Prir ilcgt's :lt nrainl:ln(l uirl)l)rls.

Sorrp's Ou
Vitll (:lrincs( spcncling rtlr to 55 Pr'r-

rcnt of their curnings ()n lix;rl. <llink,
:tnrl t,'lr.rt,,, 1:rrrtlutt: ((.,rl,rr)r('
grtr\\th lr:rs kcpl stovcs h()t. \lclll ('(nr-

sutll)ttnl r()sr l)\' 1() kg per Per:'<u hc'
l\\'(,(.n l99l-96. x((rr(ling l(, r rc(('nll\,
rclc.rscd liur(nD()r'lit()r Intcmlrri(ntill slrr-
vcr'. lrntl col-lce (()nsLrorpti( )n in( r( :r\c(l
fnrrn l.- g l() 5 q l)cr pcrs(m lhe (-lti-

rrtrt :rrc still k)\'xl t() ricc. ltoNcvct: ur'-
(rxgc (r)n5unrl)ti()n of rict pcr Pcr'son
ros,.. .ti kg l)ct\\'(en l99lr(r.
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How Dons CnrNe Rern?

ll(((nl srrn()s. (r)\cring i\\tres ()l-

raPitrtl rtttcs.ibili(r' :rncl inleslntcltl
rr'k. lr.rrt. 1..( l)t (:lrrlit in tltc r'.ttrrtg
sp()tligllt.'l h( (lrpit:ll Access lltcltx,
(r(:ltc(l l)\' tlrc (-ulilirrnie-hascd trlilkctr
Instilutc. rxnks llong Kong tltir<l ancl
thc rruinluncl ninth.lnn)ng 3l cnrcr!{-
irrg Dlrrkcts in lcrrlrs ()l r'apital lrvail-
.rlrrlin Ilrc .l,ltounl i,l- (rpit,ll .r(((,\.r-
lrl( li'.t Ilt:trk(.1. tltt rn.tilttle rLI'r,n\. i\
:r kcy in(li(ilt()r'()l curnomic hclltlt.
-llrc inrlt'x rttcusrrrcs ltoq' sr.tt<csslitllt
nlrti(ntill inslituti(nrs :rlkr:ttc flnltnr'irtl
rcs()ur'(c\. l>asctl on l_ incliaxt()rs ()f h-
n:ln(i:ll !n.lrk(l hcalth. inclutling gor'
crnntcnt sPt'nrling vcrsus (;r()s:' l)()_
nlcsti( l)r()(llrcl. :,1()(k nllrkct \1)lxtilil\'.
run<l the <lt'grcc of lirre-ign ol-ncrsltilr
ltlL rs't'rl.

ll\, ( ()ntr-'l\1. (lhina ranks thilrl
rrrr,rrrg llrc rr,'rltl s l.r'Hr. sl cllr( rgirrs
tl).rrkcls in lcrrls ()l' invcstrllcnt risk,
etcotcling l() Slrin(LIr(l rtn(l P(xn's l)lll
l()9lt (.(,untrv llisk llc\ ic\\. 'l'h()ugl)

1 11111.1 . Pr,sitirrrr lt:rs rrttlTr,rrr..cl oler ils
scc<rnrl-Plar.c r-unking last Iear. thc
l)R(l irr\'('\lnr( nl tlintalc rernlins sr.tb-
jcct to th<'clli'ets of tltc ongoing skrs.
rlrrrn rn t,sp'rn gr,,utlr und tlrr'po:.sr-
hililr ol |c,,l,rlrrrfri (l!-vxluilti()n. Tllc
l)lll r.lnkirll.l r. lr:r.tcl ott un tr.rlrr.rli,,n
()l ()\r.r 5o vari:rblts, inclurlirrg cco-
nortric trcnrls. crtrnrltttic tisk lnr.l rlo-
nrci'li( p()liti(r'. uncl go!ernntcnt Jroli-

Stl('lr rrss(ssnrcrlts lls [)]ll s apl)clrr t()
lr:rrt,irrl'ltr,.rtr(cl l(rr r t t . t j 
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American companies have been turning to
THE US.CHIIUA BUSTIUESS COUilCIL

since 'l 973 f or information, advice, and advocacy on
issues crucial to their China business.

information
With oftices in

Washington, DC,

Beiiing, Hong Xong,

and Shanghai,

the Us-China

Business council

offels membel firms:

/up-to-the-minute

market intelligen(e,

rerearch, and

analysis;

/ the bi-monthly

magarine Cirna

Business Review,lh,e

monthly newslett€l

China Ma*et

lntelligence, aad

timely, in-depth

spe(ial reports;

/a regular schedule

of programs, meetings,

and conferences

brirging together US

and PRC business and

government leaders;

/an energetic voice

in washington to. US

(ommer(ial intelestj

in China.

,oin the U5-China

Business council.

It" good for

business.

Contact the U5-China

Buriness council today

tor a membership

appli(ation.

UOCAC
Make the THE US-CHlilA BUSIilESS COUIUCIL part of your China strategy.

'1818 N 5t reet, NW

telephone: 2O2l 429 -0340

Suite 200 Wash in gto n, DC 20036-2406

lax 2021775-2476 e-mail: info@uschina.org
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Monn BooxuenKs FoR Srxopnrrrs

Chin{ s':rtclrcn :

http://www.mercurycenter.com/buslness/asia,\n
c\tcn:,i(xr (, \l( r( rlr-\- (,cntcr's $'el-rsitc (nl t(-(lln(,1()8\' (l('
\(.1()l)rn(,nls in tlrt t nitttl slirtcs. llre :lskt li,ch I l).14k'
11(.lr p:rgt 1'xrst:, tinrtlv lrIiclr {\'itlr lirrks l.) (ll( lirll-tc\t
rep()rt\) {)n lraPpr.'riDgs in i[rforrnltil)n tcthn<,log]'
throrrglrrrrrt \si:r. irrLlrtrling (:l)ina :ln(l tl()ng K()ng. llricl\
!re l)()stc(l cl.rill'..rnrl thc rrrchivc ('rtrrics x \\'crk'i \\1flh
ol rlrl>s. At,.ss t(, tl)i\ \\cl)5ile is fr(r.

hnp!/,/www.Nll*elBP.AstaBtuffech.com'I l)c .\' ihkai lll'
.4rk liz-li'cl.) *chsitc launehctl bv Nikkci lll' lliz'lt'eh ol"
li'rs visitr:rs a Ninck^r'rnr Asiin devcl()prnrnls in c[(.
tr()ni('s. thc lntcrnct, pcisorul conPuteN. lnd lrigh-tec1t
liusincss 5lrrtcllics. lhe sitcs hornc 1-l:rgc r.rrntlins d:rilt'
snilpshr)ts of learling in[()rnr.lti()l1 tt'clrnokrgt storics
rr<-ross Asia. l>rtl lhc \cs's (i(nter" p:lgc:tllrt's ltrosscrs
lo sclect lrcNs hr cor.rrttn'rl:tling bl<k t().lJnuan l Vi\i-
krrs can corttl)lctc:tn onlinc rcgistr.tti()n lirrnr to reccivc
l'r'ce. dlrilv c-nrail n$r'slctlcrs- antl gain lcters l() (t)rp(,-
ralc lnd go|ctnrtt(nt l)r(s\ rcluses an,.l a r'alcnrlat ol
tcchnolog1'relatctl trlrtlcslross ;tncl ttrrtfrrenccs ltt'toss

http:,//wwv,qls.neVchlnalaw 1'hc: Chitrahru' ll t$. ,td'
,rinistcrc(l l)) llnivcrsil\ of Ilarl,lanrl Srhtxrl ol- l.lN
irlurnnus (llrarlcs l) I)agl(c, irld sl)()ns(ned in pan lrl thc
Chinx La\\, S()!i(.1) irt tl)c I ir)ivcrsit-v of \lurylanr.l S<lrtxrl
()l l.a$. is 1 rrsvlul sr,trrcc ()t'inf()nnilli()n ()n (:hinil s lit\\r
lrn<l lc.gltl systcrtt. \'isit(ns ean a((ess thc Chines('()r !itg-
lish \,crsi()Ds ol luqs of tlrc PR(], Hong Kong. l\l:r.a(). xnd
'l iw:rn. ()n t()l)i('s ritt'lgirlg [r()nl irc('{)tlnling ltnd aqr<>
chcrniculs t(, in((llc(luul Drr4rctty enrl se('utitic\. lhe
Nchsill: illso lclrlrlrcs ilnal)ses ()l l'RC ((nnrrlcrcixl lx\\'s
anJ rcgulatioir. rcgrr<iilrg l1'prcs(ntrti!c olli.'cs rnd thc
:rcl\,entlgcs (,1' ( ctlrlin ir)\'cttrllcrll vc-lriclcs. anrong rrtltc r
r()Pi.:'. Likc (,lll(r \\'(l)sitcs. (-hitutl.tu l{i'l, l)(rvi(lc\ links
to rc[rtcrl sitr'.

http://www.news.bbc.co.uk/hilengllsh/world/
d€faull.hrrn 'llri:' s(('tion (ll tlrc 81r(- ()r/i,e \\'cl)srl( ('l'
lcrs plcsr tclxrls,rn l.tt,.''htc:tking c('(tn()rl)i(, lx,liti.rtl.:trrcl
s()(ixl (l(v(,k)l)n)enls.r(r()!\ lh( $'l)rltl. \isitots tlttr rlr,.k rrn
thc .\sil-l,lt ilir link to leucl i'tr)rici, specili(xllv rclltc<l to
(lhinl xll(l tltrrrg Kong. lhc site rlso ({rrtrin\ link\ n)
()thcl (lhinx'rcl tr(l n(\\\ s()rtr(c:i ird(l lI sh(nl list ol Icle
\lllrl l)xst /Jlr(. ()r/lrt{,sl()ri(5. Aaccss l() ll]c \\'cl)silc ir. lt(r.

http://www,chloatoday.com (:rcalcd ln(i rnunlgcr.l lrt
lnlirl):rcific l)ersl()l)lttcnl, (lltirrr Inlilhigltuel' (i)nrnuni.
( li(ns (-(). t-t(1., rn(l Ilciiing Ilight$ul (irnsultirrg (.()

l.r(1. rhi\ sit( is in its thircl \'(rL (,n lhc \\irrlLl \t(irlt' \\t'b.
(,ltitxt li kD qivr.\ \i\it{)r\ e r', cll-n rrr nr[.cl intrrxluttiort
r() lllc l)R(i, itrtltrtling its olililrn. l)ilnking. 6nanrirrl. anrl
t'rhrcutir:nal \\ slertl\ ()\crlicss of (lhincst' :tn ln.l cntcr-
t.rinrlcnt. F()\'('rnnl(r'll Jgcnr'i$. intcrnxli()nill trr(lc :lalivi
tic\. io\'cslIllcnt :rnr.i lrrrsiness ()l)p()rtunitic\. :rn<i leglrl
scn i(('r' irr(' els() po:tul ..\( ( e5s l() llrii' rvclrsitr- rs lrt'r'

http://wrr.iustlce.gov.hk I'rn rrl thc l l rrrq K(nrg l)(lxrt
[rcol ()l.Justa(c rrel)sit(. th( Bilittgurtl lttts lttli'r tttlr)tt \.ls

k,r, r,ll'(ri lirrglish :rntl Chint'sc r(r:'ions (,1 ll()trg K()ng
stlltut(r. a{nrstituti()nirl (l()(u 1(n15. rn(l l'll(- la\\. ill)l)li(:!l)l(
t(, thc sl)ccirl d(lrlrinistrirtil'c Regirrtt. \isitorr also ntrv.tt-
rcs\ this frcc $'cbsile to rrse its glo s.tn'()l lcgxl t([r]rs. xls()
in lxrth !inglish .tnci (lltiltcrc Ntu antl urrttnti.cl lrtss ttPi-
c.rlly irlc' prrsterl \\illlirr thrr'c \\ccks r)l tlrr'(Llt('()l Pltl)li(it
ti(nl in ll(,ng K(xr8 s (,'rr:(rl('.

http:/,/ETT.chinaiovesLnet.cn/elndex,hirn ll)e ( ;t t itfu k)
(.:ltitkt l t'a\lmotl \\ebsile \\xs lrrunrltccl lx lh( (irrrrrri:'si(,r)
('f ln\'$lrrcnl lnli n:lti(tn Scnice of lhr (ihinl llrli)rnl.lli( )l)

ln(hrstn .{rxx i.rtir )t). in coll:ttxrrrtion s'rtlt tikirlurk lirrrtrrrtrr
& 'li.r'hn,rlogv (i).. l-td. \'i\il(r\ (iru l((t\r. litc ol eltauc.
gencr:rl inlirrrnation lh)ul (-hinr's li(()n(nlri( ;rn(l'li'clrrto!ryi-
aJl I)crclr rlnt)cDl Zortes. surrtttt:rrics ()l lllr in\ (:\trD(nl clinullrl
k)r .cnilin rtgi(,ns. :lnd backgrottnd inli)rtluti(nr Jl)()ut '('
le(lc(l in\,rslnrcnt r)pponunilics. \'r\i(1)r. \ illt (.ltinr,'sr. -lln-
cttltgc s'cb l)r()\\-tcr\ ('!,1 illst) reld :llY,ut r(rnl ill\'(\lnl('lll
ln.odr. (irnrpenicr or intliricluals thirt irl)J)l\ lor n(n)lx*llil)
lr.rrt .t..'cs. I,, JJrLIt,,n.rl hr'lr.r'<rl lntctttcl r'nrrt.

http://www.hrichlna,org 'l h< $,ehsite ()l l luolirn llighls in
(lhitrJ ( llRI(-) is clc(licxtc(l to (lissenrinrttinq inli)rtltilli()n
llrrnrt tlrt' inrplcurcntati(rn ()f hunrltn .ighlr \tirn(lilr(ls in lhc
PR(; -lltis \\'rbsitc rnakes arlil.rhlc t(, \'i\it(ns l)ch(r'r:rl sl()
rics ()l l'lt(. r"lissidcnts rn<l hunran riglrts J(lirisl:'. (lllinrt s

lx\\'s. nlc(l|ll lnd ccnsorrhip inli'rrnrrtirrn, lllll(. l)rcs\ r('
lc:rscs. ancl tnpics r:[ I nitccl \rti<,ns huntan riglrts t],lu
rllcnts. lnli)rnlilti(lo rn) thc (()sl lnd :rr:til:thrlitr ol v.ttiotts
IIRIC puhtic:rli(nr\ is llso :rt ctrsihlc orr tllc \\ (l).lt('
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Deloine & Touche LLP (Us), The vodd Bank
\\'()rld llxok rrppr()\'c(l I()rn. lrnd I)&'l \(n.(n)lrr.t. l() Ll(\(l()p
Jnd inrplrnkol tlrr (:lrinx lr\ Adrninislm(i(nr Inli)flnrli(),1
Svstcnr. (r ()lJ

Aclvenising ancl l)r.rblic Re'latkrns

SUSttrESS

Banque Nationale de Paris (F.ance)
( )penc(l l)rrn(lr ,rltiLr in lltiirnu {r t)s

\fan lndustry Corp. (lapan)/cuaogcai Group Developmenr
Co. Ltd. (Llaoning)

Ionrr((l loint !(rrtur( t() Ll(\rl()l) irrr(l (li\trilrut( [rst nl.ltLlrin!
([rng li.niL/!.r (r ()n

Kubota Ltd. (Japan), Marubcni Corp. (Japan)
S(1 ul) t( )irll \ (rrturc in Su:,lx)Ll. .lirnltrlr Pr()\ in({i. lr )

r rrnLrluctrrrr'rrnrl lnilrk(l ((nnl)in( llJ11(\t('rs l; nrilli(rn. i '.)r'l

OYHER

Tlrc thited Nations World [o(rd Irrogratu/Ministry of
Agriculture

\\'ill Inr^ i(l( LIrn IrI rrgflirrltu|ul lx{)lc(ls irirrrc(l rt rltrlinxlin11
p(^(r1r 1n r\nlllri I'r()\inr( \l J rlrilli()rr ()t)s.

The world Bank
Aullr(niz((j Irirn irr tlre Atsrir!hur( hn(nsificrli(nr Pl.()iccl ir'l

AnhLri. It(,1)ri. llen:rn..liroll u, rnrl Sllltncirng provinces.
SJrI) rrilL(nr () 98.

The world Bank
(;r.rolc(l l()iln lirr cxp1n.11n* 

"r.1 
upgrucling seed prt ucrirn.

stor-gc. uorl P(xcssinlr i 1l Chincs( pr()\'in(cs. Sl0O rnilli()n
('.9li.

The world Bank
lPProrr.r.l Irun lin llrr lirr(sln l)crc[)ln]enl in l)(x)r Arcas
p,1)i(ct lin \\'cstcrlr (lhioir. Sllx) nrilli()n i 9l'1.

llanking an(l F'inance

China
.lulie l\'7rltt ttt

sl?tNr'(T.

nt CBR l\,\' sencling thc inli)rnrxtk)n ro thc i[rnti()n of thc eclit()r.

Accounting ancl lnstruncc .i|YE3'MEf,?!t I <XI A

Ass(xiatcd Brltlrh i!-utritlon ((rK)/Shanghai Huinong
IndLstdel (b-

I'\lxhli\lkLl .lnrnrl le((l i()rnl \rrnlrre $rth xn rnnull .upucit\
,rl lso.li)(,lon\ tl t (rlt I'jl{(.:trr' ) )()S rrtilli()n 6 9u

I YEJTME T3 I C}II A

Global Directory servlceli co., a unit of lkll Atlantic
(Us)/shanghai Telephonc Dircctory (brp.

Ijslrrl)li\h(l jr)int \(nlurr I() \r'll :r(h.l.li\ir!: in \hirnshiri\
\clll,\\ l'}ir1.l(s tl 5;r() ,l'l{(lil ) ll t illr()rr ()()li

(,iHCR

OgllIT Healthcare. a unit of otallry & Mather worldwidc, Ioc.
(us)

()prnccl ollrr'c,s in ll.iiin8, (;LLrn!l/ln)u. ll(nu l((nrg. Shilnqlllri.
lund Shcovrrng to scrri.'tlrr. lrr.rrltlr tllc irtrlLt.trt r'rrhrsirtly.

AgricLrltural Cornrrorlitics
ancl 1'eclrnol<>gy

cxr a,3 tMpont3

Cnwernment of 'Ihailand
\\il] stll lrllt.(tt)(t trrns ol ri(( lollrr'Ilt(l -()B

Al*Fltrnr u{rl rlrtru8h,{r t.n ll)lt Aun lxa ,{rr.r ltrnl, Ixxl lnnl ,f (:lnnr
c.$c c,vrl ArBrnh AdtrnnNBltn (l Oro. c\Altc chtu Nllirul Altnnrnr l,nlli
l:lAfi O,m. CATIC trn \ro'ro1 Arn-lRhnl,ro lNttrniirrr, (i,trn. (:fl1(: (lhrD
I cmrpdl TnN Jxl lnr.{e.or ()rl) (:m (:hn' Inrrtutrxll T./\tl r.^r! (.]\(XX.
chatu \lkful ()lTslx)n- (rl (irp (:Nl{ (lhru rirurul ltlnic(m a( (ia (i{r' !:n)l
Farm(nx ,nd TRhn'l({r(al lxa.t,tm.n' ,,rft. l('lr(r lndu{nrl Jd ()'nnnrn!l ll]nl "rchtu. tlll vnNry rf InnduBh lnd$r^ l\A \,r ArrdJlrl(. \()ltl\(;() (:hrB \,nh
InJnrR. (itrl) f&T F\a\ n! T.l(rmmrnrir*{N. Pli{X: Psrk i ltJnt !l (lhtru \f2
liF{ul F1{,nnk 7,e. \l\(xtlEn chtu \rr|tul (]L{urtr lnrlti.Ertrn (],p. \l\()P!c
(htu \rlr tul l\lnr'lx mkrl (, rp . \|V)TX \\ C$'tu \r!! tul lins*n T. . l rr^\n dir
Corp Stf 1st( l'l&nm* (ir!n,ssxn.I \Dl' I n .il \ltxrN l).ad(,fhhl Pnninn l \l(r)V
(:I'tu I nnd T.krrn,n{nkJr,'ni (rqt
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(.lrcrnit'uls. I)ctlocltcrnic:rls.
rtncl llclutccl [:r1ui1-nrcnt

CHIIIA'5 IMPORT'

t vc3tME t5 tf, <attata

Citra specialty Chemicals (trs)/Xiangtan Chernlcal lndnstry
Research a'!d Design lrltdtute (Hunan)

lirrntr'rl lrrrt \crrtLrr( l{) l)nxr'\s.ll(]nir.rl l)lgn)(nl \itlr iln
.rn,ruirl (rl)]( ilr (r' l0r) l( )trs ( t \: l()i,, PR(l il',) !- i rrrrll,(nr
-95

F-yxon Chemical Ea.rtero Inc.. a sub$idlary of Exxon C-()rp.
(Us)/Sharyhal Pet ochernlcal (,(r.

I .t.rl'lslrrrl lrr,lr, r.rrlr,rr r( \rn l,rr riu, rr, r t.,rrr \ r,rtrr(
, L \ (n, -l,k( rr, , \',) III|U - ',s

BASF AG (C,ermany), lmperlal Chemicals lodu"strles (tlK)
\\'ill rstulrlislr l t()int-\cnlrrr( (lr!rni(:rl pl.rnl n(:u Sluoglriri l(,

Pr'rxltrct lr,Itrrctltune \(iil) rrrrlIrnr (r t)H

Chevron Chemical Co., a unlt of Chevron G)rp. (US)
l{(((i\('(l ;rl)lx( )\.rl l(, (r)nstnr(I rr s hrllt o* nr',.1 1xrlr stt rlnc
pft)chr.ti()n pl.rnt ir.lurrrJ.tsu lh'\rn(t' () ()li.

Montedisdr SpA (Itrly)/(lhlna Pctr()lcum Technology &
Development C().

\\ ill i( )intl\ .r rllrr.t rntl , r|l,, r;rt,. rr |oIr Irrr rPt I nc r lrcrrit ul

Plirn irr ll(r1(liu. II(l)(r lrr,r\irr(( () r)s

Ijlcctlonics illrcl Ci)nrpr.ltcl Soliu.'lrt'c

OTHCE

AT&T/Shangh.i Post loternational Mail Order Co. Ltd.
\\ ill lruild rr r onrPLrtt r enrl trl((( nrnlunir:ltir xls (xll crnler in
Slr.rnghui li rI rr.< l)\ rr]rl (n1l('r .{n l)ilnr(5. - i)8.

F.ngineerir-rg uncl C( )nstruction

IMPORT'

Daw Technologies (US)
\\'ill |)nrriclt- $ell. rciliog. tLxrr anrl eir circuletion svsturs lrr e

sriri(()tuhrd()r plunt in TiJniin. Sllt rrrillx)n. i 9lt.

I VESTME TS AAFOAO

faos lmport-Export Service/China Yunnan Crrp, for
Intcrnational Te.chno,Economic Cu)peration

\\ill l()inll\ ((nr\tnr(t.l (L.lr(nl pr()rlucli(rl l)hnl in L()\ \\ilh rn
:rnnrr.rl r.rlr.rrrtr ()l .lrNr.lI[,l()n\ 5J9 ll)illi(n]. i 9S

IiIVESTME TS I CHIIIA

Hltachi Ltd (Japan)/Guangzhou Elevator lndustry Co.
(Guangdong)

li)ltt((l l()int-\(rltrlrc r'll.r.rtor :rncl csculrtor rtlrnutJ(trlnn!l
iir(lr)n t(); nrillx)rr - ()li

Digiu Equiparent (l()rp,, a subsidiary of (lompaq Cornputcr
Corp. (tlS)/Aeijtng Foundrr [lectronics G)rp.

lr.t.rlrlirlrLrl ioint rtntLrrt'to Pr,riclc rornPuttr ncnrork rnrl
s\''1( ls inl(l-Iirli(nt s(111((5 ll S:5(1" .l)l{(l ;lr ) Sltl Inilliorl.
i)()li

Environrnental Technology
ancl EquipmentI VESTlllE ?3 It CHI A

NEC Corp. (rapan)/NA
5ct ul) joint \(nturc in Il('riing r() (l(r!l()l) rl)l)li(rtr(r1-sl)((ifl(
intrllrxl(](l.i&1rirs. (.lrl)1ln:(){1",'l'jl{(i:.rl},r - ()lt

Intel Corp. (Us)
()l\.nc(l l)hnl in shlLngh.ri to tc't .rnrl :rssrnrhlc llrrsh-rrcrrror1
(hrl)s. Sl98 rnilli(rr (r 9lt.

sT Microelectronics (France)/Shenzhen Ht-Te<h Industrlal
Co., a subsldlary of Shenzhen Elr<tronlcs Group Co.
(cuangdong)

()l)cncd i()int-\(ntrrr( s(nli(()o(hr(l()r plxnl in (iuirnltLl()n!l

l'r(^'in(r \\ rrlr rn ;rnnulll lrrtrtftrttiorr r'lll)ir(it\ ()l -Jl) n)il|(,rl
rlnit\. (| n(c:(nl',, l'R(l:rlI' ) Sl(I) l])illiol] () r)i{

Three-Flve s)sterns Inc, (US)
()pcncd r l-.81o \(l nr lirlLricl cn'st.rl rlirpla\ prodLrcrxm l.r(ilit\
io tlriim8. S l l nrillx)d () 9ti

<HIiIA'5 I lPORT5

Daslhl Envlronmental Corp. (tls)
\\ ill soppl! tlr( SlJ(( [rnvir(nnr)(nt:rl I)r()lc((r(nr A(l,ninistrllti()n
N'rtlr urr rlLrllin rnonik)fln! sV r(r1r5. S r ntillxnr. 6 9l'1.

r vESTMErUTS ltU <Ht A

Generale des Faux (France)/Chengdu Municlpal C,overnment
(stchuan)

(;tntrirl( dr\ Ii r\ !\ ill l)uil(l r $ lt(r trrlrfilrot phnt rn(l in\txll
..1_ krrl ()l pifrng rln(lcr rn llt lc:rr lnril(l-()pcr:rt.r-lr:rns,cr
irl.lrr(nl(nl Sl(l() rr)illi(m - 9li

otxEn
ADB

(; ntcd l()iln ti)r rn cnr'i()nn)cnrrl i,npr(ncnlcnr p()je(l in
Xj rn. Xiilnlrnll. xn(l li)ngchurn, Shxiul\i I'ft^ incc. 6 98.

tr Tt (hln audnc.s B.vLw / \t/r\'htt\') t rtt"ttt ttr).\

Phoschem, Cargill, Hydro Farrr and (tjs)
\\ill .upplr SI\(Xll{tilI \\xh I)lro\l)lrrt( ti 11rlir(r\ Sr{X)nrlli(nl

Duga Palnts & varnLshes Indrrstry (Yugoslavia)/C'olden FLsh
Patnt Co. (Beiiing)

5c! rp I'int strxk cornplrnr I() nrxnulrLlurc p]inl\ iln(l
umishc\ iiI Il)( (.hinrs( rD.rrk(l (\irl.l( 'sl.r\ ir J(t',-l'l{(i:-(1",)
!.t l])illion - ')s

Ciba Specialty chemicals (tls)/Shcnzhen shckou Guangiirt
Chcmical G). l.td. (cuangdong)

ll'lrl)lislk\l i()rnl \('nlLrr( l() Irlx(:s.ll(rrli(.ll\ (I 5:ri;
l,lt(l li' r r-r;0r)o () ()$

Mtcrosoft C,orp. (tis)/Daltan Informatton Industry Bu.eau
(Ltaoning)

\\ ill i()inllv (l(\(lt)p iniiurnrlltnr t(.hnol()i{\ inli'rstnr(lurr.
\lrirlcJ,lr( J li)r \()li\\'Jr(' rnr.ltrstr1. rt guhtion. :rnd sot-nlere
r.rlrri.rlion tr'lrlcr. rn l)Jli.ln. l.i.(nrng l)(^1n((. h 1)S.

Chlna State Conslruction Engineerlng Corp,
Ui)o ((n1trr.l I() huil(l r .15 knr l)ridgc in tlengkok Theilend
\ ol nlrllk,n 

"tl

C-ompaq Corp, (us)/Seastar Group (shanghai)
\('ill cstublish u i()ir1t'\'colrrr( cnltincc ng design c()ntprlnr
() 9li



The World Bank
Apl)r()\rd k)iI) lir| irr'ig;ttirrn ltntl \\'!ter rrll[]xj{(rrl(nt l)r()i(1t in
Xiojixng (rvltrrr \lrt(xrrrrrxrus lic(iotr Sl5l) Irrilli()rr () 9t3

The world Banft
i\otln)rizc(l l()rn (() a{nrt()l llxrtling. irrprolc clrrin:lgii. rrrci
lruild \\'lrtt-r tr:rnsponrli(rr n(l\\(n'ks \ilhin lll( 'lililru I'hsir)
$lliah cn.(nnp:rsrrs prrls {)l Sllrngltri. xn(l.JixnSsU 1n(l
Zhcjirng pror inct. S.l(X) r)lilli(m () 98

The vodd Bank
Gftlnted l()ln li)r rrrl)rn cnvir(nln)cnkl irnpr()\cnlcnl projeals in
\rnning lrn(l Gurlin. (iuilng\i Auk)n()rn()(rs Rcgi()n. s9.l nrillt)n
6 9r.|.

Frxrcl uncl F<xrcl [)rocessing

Shirako Co. (Japan)
Rrcri|cr.l lppn rr ul to lirrnr Nhrrll\, rr*nc(l sul)si(li.ln in
Shlnghlr to pr(rcss:rml rlistrilrutc sc:rNccrl Slo().(I)il. () 98

Nlrrchinr:ry' :rncl Nllchinr -f( 
x)ls

N{ctuls. N{ine'r'els. llncl Nlining

(XI A'S EXPOETS

Irdtsh Co. (US)
\i'ill irnpon l.l(Xl rons ()f titrnium iigol tio[l sino-] ilrnium
- 9r't

l.HI A'S I YESTMEIIIT' AAEOAO

vietnam sleel corp./Chtna Steel Corp.
\\1ll Lrun(l) ioinr \(nnrrr in Yidnr,)l l(r prrtlute tol,-l r'oll(l
\r!cl. I\l(to.lnr:J1'.-l)R(::((t".r. \loo rrrillxrr () 9li

NA (Zambia)/Foreign Englneering and Construction Group
Crrp. ofchina Nonferrous Metat tndustry

.\grcc(l I() l(nntl\ inrc't in thc (lh:rmbishi .()pfrr rninr irl
Zrnll)iil (Z.r'lllrir:li -Pll(18;', r \li0 nrillxrr ()()ti

rirvEStMC Ts tf, <lrrxa

chttu Clipper cold Mines Ltd. (Canada)itfi'an Hexiog
Industrt l Gr. (shaanxi)

-*t rrt) toi,'r \ cnrur( (r c\Plrrra tirr g(rd in Prolliixnlrc. Shxr,1\i
I)r)\in(( Sl() milli(n - 9li.

st(xkdalc P.osp.rcting Ltd. (.\ustralia),/Sichuan Gcological
Prosprding Bureau

I r rr rrrul 0rrrt \ ( nltif( 1,, 1)ri,\1)(\ l li rr' Llr.rnl, rntl. rn srtllLL.rrl

Irlo\lll(( (, ()s

Petroleurn. Narur'al Gas,

ancl Rehtecl Equipment

cxrirA,s tmpoRT!t

Government of Iiaq
s()ld Iil ruilli()n lrrrrtls r;f cnrclc oil ur Chinrl \.lti()nrl (lhrlri(Jls
lnrP()n .rn(i [:\l)()n (i)rp. Lrndcr tht, t N oilJirrtixtl pl1rgfunt.
() 9u

ttt|vE3TMCirrS r crar A

Ilxxon (:henrical Eilrtern tnc., a subsidiary of Ex'xon (brp.
(I Is)/Jinzh()u Pctrochemical Co. (Liaoning)

\(l rrl) t(,In \(nltrr( 1,, rrr.tk('lrrlrrit;rnt .Ldtlrtnr:. tl I itt
l,R( ;lr I -9s

Atlantic Rlchffeld Co. (US)/Chi& United Coal Bed Methane
Corp.

Iinln(Ll i(nol v(nlLrtu t() (irill lirr mctlt;rnc g;rs S()0 nrillirnr a) 98

Phllllps Petroleum Co. (US)/China United Coal H Methane
Co.p,

Istrhli:lrtcl i)int \(nlLr( kr (lrill lirr nrr:thrrnc gu.. )ll nrillx)o
()()li

I'hlr rnilrceuticuls

rltvEstMEits t clrr a

NA (Tanz^nia)/New TechnoloSy Application ceoter (shanxi)
\(t ltl, t,,lrn \( lrrru r \llJ|l\r I'r,trir](1 1,, rtt,rnrll,r.trtrt
plur nr:rct.trtie .rl' liir e\p()n t()'litnzlnir. (lrnzirnirl t5",-
I,R(15i,,,r S.l i rrIIlx)n - 98

Gl,it-Broicades Pharmaceutical Co. (The Nethe ands)/
zhangilakou Pharmac€utical Factory (Hebei)

In.rl)lr'll('(l t()Irl v(rrlur( t() nritoutx(lLrrr rnLl rll:lrki1 0(n,(illin
.rrnIri rllin. .rncl .uru,r.itillin prochrcts. t lhr \rtlrrrLrnLl. i(r
Plt(.;rl ) \l)l nrilli()n. (r ()S

t vE!ltilCf,tS t ctat a

Aktiebolager SKF (k . (Sneden)/Wafangdian Rearlng Co.
(shanghat)

lstulrlislrtrl i(,int wnlrr'( tr) rn.rk( rrt:rtlrrn,.' lx'rrlirrgs
(S\\d(n:il",rljli(l: r()", ) \ls nrilll()rt -()s

1\lcrl icll I:rltriprncnt
lun(l I)cVi('es

CHIIIA'S IMPOFT'

ADAC Iatxrratorles (US)
\\rll t)fl^ilr llr('lt(iiirrg 5l(:(li(rl I lri\(f\itr Alllliirl((l ll,)st)itrl
rrith .r nrr rler. trlrrr' i orn( i(l(1r.( d(l(r1i()rl .irrrxrlil. ' r)ll

Hewlett.Packard Cr. (US)
Vill srrpplI thc \lini\lr\ (,1 l)ul)li( Il(xllh \\'itl1 r(rli(xl
cquiJ)nrcnl. Sl(, rrilln)n () 9tl.

Ulchina Indusrlal ExchanBe, lnc. (US)
\\ill pror idt Ilrr \lini\lr\ r)l l'Lrlrli( lk:rlth \\itlt urr.clit:rl
(quiPorrol Sli n)illi()n () 

')i'i

l vEs? Ex?s ti cHtf,a
US-China tndusrtal Lachange. Inc. (tls)/China Academy of
Medical sciences (Beijing)

Inlullurirl((l I)n\irr(. tinnl rcrrtLrrr'lr,r'Prt.rl rn li(rirru il 5()|
IIR(l liI ) tr rnrllxnr -()li

OT'{ER

The lvodd Bank
-{pp(^c(l k)xn lirr Lrpgruclnu nrltl hc:rltlt cir( lltilitics
Su5 rrrilln)n 5 gt'l

T'he China Buiiness Review / \' i.!tt)t)\') t 
'.t, 

t\ t t') t\

txYt5lMaxt!l ti caatia

Flo Asia (Japan),{tn Hui B€lilng c.oup
Scl up i()int-\(nlrrr( I)r!\ting ((nr)P.rn! ( Jrl)url:ln) l)ll(- r(i,I
5l nlilli('r1 - ()s
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I)orts :rrrtl Slrippinu

Oxh()w Energy & Mlnerals croup, Sithe China Holdtnlis
(l"ls)/Zheilang Provinclal Powe. Board

Ir,r1r((l iornt \cntur( lo lnrild.l ()l)() ,\l\\ c(Jul lir(l l)(^rcr pl:rnt
rrt Zlu.1r:rDg I'n)\io((. ( I 5 10",,-PRt- ()O",) S lli rrrilli()n (, 9ri

'fe[uride International Energy (Us)/zheitang venzhou
Power C,enerating C-o.

.\nnounc('(l i()int vrnlurc l(,lnril(l gxrtr pl]ot. S.rli rrillx)n
1) ()S

OY}ICR

l}rc Beard Co. (US)
( )p(n(Ll r(prt\cnlrtr\ c r)lfi(. in llr,irng - 98

The world BaJ*
(;ftolc(l k)un t() (lrvtl()p clcctric [x)\\'er larner]ti()n svstrnr5 in
llur)xo Pn^'inc( SJ{n nlilli()n. 6 98.

Propery Managernent and Development

r vEtiMExt!t l cHl a

Norton Lilly (Us)/sinot arl.s Shanghal
I{ctcirt'cl :rpprorrrl I(} \!{ Lrp i(nol \(rnur( l(,NurL[ng rn(l
IlilIr\P(,fl ((,rnl)xrr\ ll 5 i(r',,-lil{(.ri(1 ,,) - 9ll

China Merchanb C-o. (Hong Kong), Preuasag NoeU Co.
(Germany)

tlctrl)lislrrtl i()iol r(ol!rrr in l-{nUlrir, l\rillrn l)r(^in((.lr)
rn:rnrrlrrclrrrr por-1 (luiprrrcnl xnd ((rttllrncr (rJo(\
((;(,rDr.lr1\'r-(r',,. ll(rrg h.(nlg,J(r',,1 !ri) Ilrillx)o () ()x

Altana (C,ermany),/Hua wei, a unlt of Chlna Medlcal Tribune
SignL(l r li((Dsinq rgr'(urn(nl \\itll Ilrru \\i i t,r rrturkct rtortt.(lr
tul((r (lnri.l. irr (:hrr)ir ill) rrrrllx'rr - 95

I)ori cr ( ie ncrllti( )n I.,(luil)n)cltt

<Hr a.a tiltpoF?3

Deutchc Babc(x'k Energie & tJorwelttechnlck AG (C,ermany)
\\ill inslirll r\\()(,()l)Il\\'.rDllrrir(it( Ji|(l lhiLrs irr I)('zlr(,r.r.
Slrrn(l(nlg l)fi)\rrr.c $lil) rrilli(rr -()S

tltil-ity Translatlon sysrerns, Inc. (Us)
\\ill (l(li\(r(l;ltu (()ll(\1irnr ((ltIprD(rrl l()llr( Shilrr\i I)r()\'in.rxl
trlc(1rir l'()\\'('r (:( ) r()8.

C,eneral Electrtc Co. (tls)
will suplrI tl1( l lLr:Ur( n8 (iroirp \vitl) l)( )w('r lurl)inc (ngin('s
$l6l.j llrilli()n 6, ()u.

Stone & Webster, Inc. (US)
\t(ill |r'or ir[' cngint cling r.[sigo irntl slrr(turrl st((l li)r llrc.liu
.lirn{'llrc nril l\)\v(r l)lilnt in.liirng\i l'ftr\incc il9 nrilli(rr
r 9ll

ttrvEttMEtrTS r (lll a

Deutsche Babc(xk Energle & Umwelnechoick AG, Slemen-s
AG (cermany)/Huuuleng Power Developmenl C.o.
(Shandong)

\\ill l{rintl\ (rl)ro(l ;rn (\i\rin}l po\\rr h(ilitr !\ith tlrc arklitron
oi tNo co.rl-fincl unir\ ll;rrrrlilli{)n () ()rl

Merloni Co, (lta.ly)/Metdi Group (Cuansdong)
\\rll (,\t)ilnd.rrr(,rrl ir)rr)r \'(.rrur( lrBr((1r(nl I(, rn([rd( ll)(
prorlrrtrion,r[rorDnrLrlrtoI rrn,l(,r.. Sl(r nlillirn]. (r')l't

IiIt,ESTME TS AEiOAO

Republic of Equatorial cuiney'China orient croup
(He ongiiaog)

\\ rll rrrr,h n.rk, .r l\llrr,' l,',tr\rng (, nr\rnr('tr',rr 1)r"l(1 I rn

I'1,r.rt,' .rl t,rrrrr<,r \.{r,rr Illt',n.,1'rx

OTXEB

RTLK Ioternatlonal Ltd. (Us)
t{(nr a(nrlrx(I to clcsign the Shlngh:li sciencc trluselrnl (lcnter
- 9l.l

woodhead Interoadonal (Australta)
Rc(r,i|ccl (onrfud ro (le\ign rhc Shangh.ri Chiflered
r\.c()untrnts Trrining Centcr:lnd thc -[irn \ir l)Llz] P()jt.ct in
\rnjing. .lix o8su l)r()\ince S90 mill()n.:91t.

Days tnn ofAmedca, Inc. (US)
()P(i((l lO h()l(l\ iIl (:hinr () 9$

Telecor-nr-nunications

<HI A'5 IMPOETS

Alstom SA (France)
\\'ill supplv high s1^-d opticel trunsnlissi()n nct\\'()rk
c(lLrhnrrnr r() (:hinJ Trlcctrnr. Sl-l million. - 9ll

Tlra Chlna Bu3lncss RGyleo / \, t'l.'Dtttt t \ 1, t\ ) tt)t)\

Kirin Brcwcry (b. l-td. (rapt n)/Kunpcng lnvestiDcnt
Developmcnt (i(r. (Slranghai)

.\nrtorrrrcr'rl i(nnl \rrnrl11-lr) rlr.rr]lll.l(lLrr (lrtr!5 I() Ir(.ll r('nirl
Llll(rI\. () ()s

Gene.al Elecric Co., Hawkins Internatlonal lnc. (tls),/Petrol
ChtrB Servlces (Hainan)

\\ill lrurth lruiltl uod <)p(rlrl( r p(^\cr pl:rnt rxr ll:rin:rn lsllor.l
Sl ; bill(nr (, 98

Johnston Development Co.. Southero Energy Inc.
(Us)/Shanxi Enhua Energy C-o, Ltd

5tl ul) t(iinl v(rtrrr( t() l\Il(l r 1l)o \l\\ (i).rl-lir((l lx'\\(r uorl rn
(iuirrl). \lr.rn\r lh,\io(( ll5:rt,t, Il{(l il',) \il)1)nrillirm () 9lt

Ener8ex (Australia)/Sheozhen Ene.gy Group Co. Ltd.
(Guangdong)

N ill t()inll! \lu(h :rnLl dcrc[rp proJlrsrl li)r r(slnrclunng th(
tor crnntcnt-o$ rtccl clectritrtv indrrstn in Shcnrlltn () glt

Far lnvestment Co. (S. Africa)/China Orient Group
(llellongiiaog)

\\ ill lrintlr torrstrrrtt xr irr(lLr\lriirl l)Jrk in (l.rpc-li^\n. S()utlr
\lrir :r s lSO rrillr nr h ()S

IIIryESTME T!5 III CHI A

Scwa Interoa(ional Developnent lnc. (US)
\\'ill irr\(sl irr tlll'((r]slrr(ti(nr ol'ir ((nrr(nti()rl ccnt(r rn (iLrilirr.
(;rr.Irlt\r Zlrr[rd]-l .\trti)u(nrn)u lir{r(nr S()0 rrlrlhinr () ()li

Ar..rcomm (US)
\\'ill supph (;uangTh(xr Telccont u'idt a \\ireless k)(al kx)p
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Datacrafi Asia (slrgapore)
\\'ill l)uilt| lrnrl irr:tlll u riric0trrnlrrcn(in!] rrrt\\(nk in Iir!rrng

^nhui 
l)r'r\ ulcr. lirr tltcArrlrrri l'G*l A(|niojsrl1ltx)n ll ril).i)0o.

- ()il

Comverse Techflology lnc. (Us)
\x ill inst.rll vokr' rnessrging (lcpl()) rrr(rlt s\slr ) ]li l lul)ri
I)r'0r incc .$i nrilll()n ()()8.

Datacraft Asia (Slngapo.e)
\tnl c() trlcr k) supp\' llrc Fujirn, Si.hlren. xnd.Tilin P&T
lu(inrrnrslrxtions \\'ith rlrUlti'sen iae l)un(l$ i(lth liurrtc-r'elr[
s$ itchrnlt dlr.riprnent. $ I I nrillion. 6 l)i'i.

Glenayre Teclmologies Inc. (US)
v'ill (lcli!cr p:rgin8 in,l-.rstlll(rrrc c(lLripr])cnt k] IIing Trrt

Inrcrtl]]ents l.(l in Ilcniln l)(^incc. Su.5 olilli(11. 6.'()8.

Lucent Technologies (Us)
Y'rll pr()\ i(le Ih| Tiurliin PtiT AdnrirT islrrtron N illl ( )ptic.rl
n(t\\()rking llrnsnlissi(;n te.hn(r()g\'. 510 nrilliorr 6 9lJ.

Lucent Technologies (US)
\\'ill rlrlirer r'uhl( rr(t\r)rk rlistrilruti(xr.(lLril)0lcnl lr) llrc HLrl)L'i

l',,\r'r.r,rl r \.\ r" \.r rrrllr,ir .,''r.

Lucent Technologles (US)
\\'ill sr.rfl)l\ Choru'lr'lcconr entl tlk GuxrIt{(l(nrg P.\T
Adrnirristrlti()n $ illl ()l)li.ll-lll)cr tllrnsnrissi(n1 cqLril)rrreol
i6l nlillion.6 98

r{EC Corp. oapan)
will supplv xncl instxll personll h:rndphone nn)l)ile lelephonc
s)srrnN in lhe Greirt IIill ol the l)eople ancl surrouncling
lnrildings.6:98

Oy Nokia AB (Finland)
u'ill instrll ,rx)l)ilc s\\ ilchrDll .cdrrrs, l()(xri(nr rrgisters. irnd
l)rsr slrli()n unitft)llcrs lin'the Zh!,jixng NI(rrilr
(ix]]rDUni.lrti(nrs (l() l.r(l ll0o rnilli()n (r98.

oy Nokia AB (Fir and)
\'il1 pr()\i(lc thc \irnnxn T'.\T A(LIini:trirttn] \\'illr e(lLriprlcnr
to d\prn(l thc GSNI nctr(nk. Sl50 ntilli(n'r.6,98

Alstom SA (France)
Vill suPpll tlrt Shen:<i I'&T Adrninislmri(n'l \\'ith te(inolog)- k)
cxpund thr CistrI rlerwlnk. ti35 rrilli()n 5'98.

ECI Telecom Ltd. (lsrael)
\lill rlt-lirer s|nclrr'orrr)us (ligirril hicrxr.hy sysrenl ro KLlnnring,
\irnnin Pro\,in.c l'5.-l rlilli()n. 5.9lt.

LM Ericsson AB (Sweden)
licc(i\((l (()r'rtr.(i lr(nrl tlrr \\irhiln 1']&l r\(lllrinislrxlii)n. llul)ci
I'}r)\inr(. t() instrll rnohilt \\\rlchrng (enters. lrrrsc strttion
(lrnroller\ :rn(l r:r(li(,1)rl\t'sl.lti()rrs s-lJ nrillxnr i 98.

LM Ericsson AB (Sweden)
\\'ill Prrriclr thr llcil(rrglirng I'& L{(lrr]mislmli()n \!itll
r(luipnrrnl l() r\p.rn(l tllcll (;S\l nct\u)rk. s li2 rnillnnr 5 t)iJ

Northern Telecom (Canada)
N'ill suppl),th( llcl)(i l}trclru (, Ru(Lr). Filnr, irnd lrlrvisi(x1
Nith r,pticul lntl ril(lir) trinsnlssi()n cqtlipnl(nt S.r nlilli(nl.
5 9rl

r vEsrMEt{Ts Iit c}rr a

Creative Link Corp. (Japan)/,'{ir*rua News Agerrcy, Shanglrai
branch

\{ill rlr\rl()l) rn inl('rIutr( )rrrll lir\ (11i.r's (()url)un\ r {)s.

Motorola lnc. (tis){inping Group Co. (Cuangdorg)
5cl up jr)inl \(otur( t() rl(\cl()l). prr,rltrit. .Lnt1 srll gr'nr'rel
.\\lt(hl)oi (1. lir (;S\l rr(1\\(nk\. \ll n)illn)n (J1)li

Motorola Inc. (tlS)/Ctina Eastern Comrnunications Co,, Ltd.
(Zheiiang), Zhejiang Technical lrnport & Export Corp.

.\nn()Lrncr:(l \t:rrtur( t() rrl.ulrllr(trrr't lnil sLrpplr tligitul rcllulur
(luilnr(nl Slll)nrillr(rr () 9u

Siemens AG (Germany)/Chengdu Post and
Telecommunications Equipment Factory, Chengdu
Telecorrununication Cable c(). Ltd. (sichuan)

Ilntrr((l i()inr \(rnLIu n) Ll(v(l()l). lnilnrLIr.trLrr. unrl nuIlitt
n!N(n'k.l(.(s:((lLripllr(llt l(l(rlllrr\ ;(I' I)R(;:5(l ).

{lli rrrilllr)n ; ()u

'li'xnsp( )r'tilti( )n

CHI A'g InliPOit5

Unis,'s Corp. (US)
will instxll :rlrt(nDxtr(l l)rssrr)!{er I)r()(rssir'rg c(l!riprlrcnl in

Urijlng ()pitrl hrtr|nutionll xn(l sh!nzhen itirP(n1s

$5.() nrilk)n - 98

The Boetng Co. (Us)
Receivctl orrlcrs ti\nn rhc I'R(l ti)r l0 rircflfi. S+00 nillic)n
6 9u.

Energy Research Corp. (US)
l-icrnsr(l its ni.kcl'/in( l)ltter\ tcrhmrkrgr firr thc prr)(lucti(rl
()[ cl((tri( hicvclcs ]nd s((x)lrrs l() llle Xirnr('n l)ilih l s(r

Chcnricxl G). in FLriixn l)r(^ ince Sl nrilli()n. 6 9u

titvE5tME Ts r clrr a

ABC Rail Products Corp. (Us)/Ministry ()f Railways
linrrcd i()int \(nturr t() rrllnul.rat(rre (':lst sttcl r-lrrl tlrl rrhccls
rl\ ri, l,Hr ,{r r \ ||nllr'.r) -,/s

Yuloo Group (Taiwan)/Fuiian Auto lndustry Group
l{c'ct.irc'cL .rPPr'Lrrll t() s(l ul) iL j()inl.\(olur('r.ln 

I 
) r, ) ( I L L 

( I i ( , rr

llr.ilil\. :()o I Iljlli()rr - 9s.

AB volvo (swedeo)/China Healy Dut) Tnrck Group Co.
(Shandong)

Iinnlc(l tr)inl \(nturr tl) l lrnuUrdLI'( iI\l r)rrlr[rf Inkks () 98

Carrera International (b. (Us)/Liuzhou Huali Group Damlrer
Plant (Sharghai)

IlslirhlishcLi l)liuI 1() nrrnLrliLlur( lrulrnrxr)ilr (l.rrIrPrrs. Nilh iLn

Irnnuul crrPucitr 1r'-l)0.01)o ([r:.Jl) , I 
) ll ( ] : 

_ 
( l' ' , 

' 
) . sl5 nlilli(nr.

(r 9lt

tte China Bu5ine33 Revlew / \iltt ttu t )t tt)lx ' tt)<)\

Motorola Inc, (Us)
\\'ill fro\ i(lc lh. shrn\i Jn(l ZhciiJng P& l :rLhrinisl tr(nrs \\'ith
(iSNl ncl\\'(n-k cxprnsi()n c(luiprD(nt. Sl3(, nrilli(n ()()8.

Po ving Kwzur lnternational Holdings Ltd. (S. Korea)/NA
I ,rrr,,l ,r'rt \r_rr,rr, r, l',, ! r't\r'..'1,\'r ' . rrll|,\
(5 [()(il:-r] r, l'l{(lir),,) slsi)lllillr,)rr -()s

Adtranz (cermany)/Changchun Car (b. (rilin)
Ann()ur(c(l j()inl \crrlillr l(, nr.lnrrlltrtrr|r nIt:s lliLn\it rllil (1tr5

((lcrrll.rn\ iOi, lrR(lil) ,) () ()lt

tr



ceneral Motors Corp. (Us)/FA\r-Jinbei Automotive Co.
(Liaoning)

Annorrntccl i(n l \( nrlrtu rn Shcnvlng. Lilr()oing Pr()\'ilrcr, t()
nrlnutucturL pi.kLrp tr-Lrck5 xnd 5P(n1-ulilit\' r'ehiale\.
$ll0 rnilli()n () 9u

Teksid, a subsidiary of Fiat croup (Italy)/Shanghai
Automotive Group, Yueiin Motor croup Co, (Shanghai)

Iist.rlrlislrccl jr)int \cIrlur'(, rIr.JrudgsLr I)n)\rn(. 1() nruout:l(lurL
ilon crL:ting r'r'linrlrr lrkrcli cotincs tit Chinr s uutorrrrtive
rrrirkcl rllirl\ ;0 -lR(l;{)";) 180 rnilli()o () 98.

TRw Inc, (tls)/Shaughai Aflting Indusfi.rl General Co.
I'or'rnr'rl 1rint vcr'riurc l() P.()du(c cngint rrrh|s lirr'Pesscngcr
.rrsin(llrinr (t S:S(i",,l']lt(. l1' ) 510rrrillilnr (i 9S.

tlnitcd Teclrn()logics G)rp, ((ls)/Shanghai Electric Machine Co.
5('l rrl) l()int \Lritr r( l() nrLn(rliralur( irtrl(rrr()lr\r (rrjlin! lxn

r()rltrlL\. il \;(I' 1)R(,::0 ) \l"i.i r rlli(nr (r\)s

Gold Peak lndustries (HK), a subsidiary ofGP Batteries
International Ltd. (singapore)/shanghai Jinting Automobile
Harness Ltd,

r\llnounL(,(l (r!,ilti(nr ()l j()int \cnturr k) lrllnLrfllclLrr-c xuto
lLLrncsscs :rnrl supfly spirc purrs $J.l millirln i'98.

ADR
Ar.rtl'rorizecl loen to suppon rord constnrction in Hel)ei
I)rovince $ 180 millxnr. 6,,91J.

The wo d Bank
Apprr)\,ccl Iran to support Iligllr\iry de!,ek)porent in ( nsu
I)r1^iocc rln(l tlre Ningxia Iiui rnd lnner Nrongolia autononroLrs
reg()I1.\ S2J0 nrilli(rr. 6, 9i1.

Miscellaneor,rs

(,THEB

Governmcnt of Taiikistarl/Govcrnnent of the PRC
(;r.lnkLL 1().r t() Ixtikisr.ln :ls l)ilrl ()l ln('Llnr()rnir' \LinrlrlLrs

px(l(rgc 510(r urillron (r ()S.

The Europcan Union/Government of the PRC
(l[lnrc(l r(l liLr](ls lin pr(nrx)ting cn\ i()nrncntxl p()lirics.
clclrkrpinu thc 'liltt:rn c({nlrnr\'. rLnd cxpunrling Clrinu s

tcrJrDoIreiiul l)1r5r. $i.)2 lrilli(nr.6 98

The World R:rnk
Autlr(n'iz.(l Irrns iirr tlrt Qrnbrr l\l()unlilrn\ l)()\rr'1\ Rrduattnr
ll()jc.t ifi 5iclruirn I'ro\ in(r' tlltO nrillxn. () 9)'J

The world Bank
Anpr^,ed k)rn fi)r rh( S(nlth$'est P(r!ert)'Rcclu(tion I)()iect io
(;uizh(\r I)r(^'io(( :ucl Cu;rng\i Zhulng Auk)norrous llcgi(rl.
li2 rl.i nrilli( )n 6,9t1.

HongkongBank. .. ... .... p.2

Abacus Federal Savings Bank

china venture Advisors.. .,.
Eartman Xodak

llarbour Plara Hote|........

Herald Tran3lation

lMl55U, lnc

lnstilute For lnternational E(onomics. . .

lnternational Regional Development. . . .

,ianguo Hotel

l(ogan Page Publishers

Mitsui OSK Lines.

llew World Hotels.

orton Lilly lnternational . .

The Palace Hotel-Beiiing . . .

Seymour Cooke

Shangri La Hotel........,.
Shenrhen Choway Advisers.

Sweet & Marrflell,Asia ....

p. 43

p. 29

p. 64

p, 37

P.47

p. 49

p. 13

p, 19

p. 25

p, 5l

p, 53

P.2t

p. 35

p.'ll

p. 2l

P. 39

P. 45

.p.4

Alt()rn(\' sc( ks posn \ i(h cr). ('(nnmitt( d l() (l(\'t ()ftir(lc
\\/l'll(.. J \ ts. cxl) it5 in-hr,us( c{)uns(lf fi)r l'R( I ()\\'lr( (l N.
Arncri(rn (r). li\t(l]sivc pr_i()[ liligxtir) (xp. 1998 ]last(r'()l'
l.iw-lntl ll i(l( & ()rnl)cl ili(nl Lil$.. l hcsis a(,nrpirrc(l PII(:
& ( ;inldirn .lV lir\ s. I r:ril:LLqlq]il!! llll]1D.gr!]]. ltl:( r l6)
l9l-2--J ()r,1rail: l-{)+--ll5l ltridl(town (.i,'(.lcli)ronlo.
()nct.. (IANAI)A Nl l\\ 2r I

.LASIIFT!D AO iA?ES

S10 line. lour-lioe rl]irlillluln t:10)
J6 chancre$ l)rr linc. irulu<lilrg:rll spircr,\
l{ plln(luiltk)D Suhnrit onlv trlc'\'rittcn ecls

rnrl .cnrl srtlt l).rlrrcnt 6 \\(ck. I'tl,rrt rssLrr't.,

?he China Eusl|less neuicw
( ILL\:.illc(1 .\(h (11i:inq

lS lrt \ \rl1il \\\
:Lrrlr l{)l)

\\rslriD..ll0n. I)( l()r)i(,. I \ \

The China Butiness Rerdew / .\,1't(Dtl)rt ()trl)t

Eaton G)rp. (Us)/Shenglong Group Co.
:rl Lrp i( )rrl rcnlurc l( ) llrrLnulirctrr|c r iscotrs lirn rlrir ers lir| tlre
l)li(l l.uLk nlir (rr 1l \-li'i PR(l 3l)') (, t)s

Corning tnc, (Us)
Rcacived lrl)pr)vrl k) huilcl a plant t() nl:Lnufecnrrr high graclc

cerirnlic .iltrhtic c(nrvcficrs $17 milli()n ;/98.

Kia Motors Crrrp. (s. Korea)/Jiar{su Yueda Co.
l'lst.rblisherl l()rnl vcntrrrr in.,irnrsu I'nnrn(e t() r:r:rnrrtucture
\Ulr-(rnrpir(l .ilrs. )li rllillil)rr. i 98.

OTXCA

ADVERTISERS I ItI THIS ISSUE:

CLASS!FIEDS

FO5ITIOf,5 WATTED

PR(: natl. \\'/l lS l,lllA, - ]'rs (xp. $llvls()Es tccks poslr.
in tin., nrgmt.. or consltflg in t:S. (imtxct: Zlring.
xzl l.:9a4 n()l.(o . ('f/l.): )ll2.2.t4.aUl2

52



We
Chin

GivelbuThe Best
a,Seruice

)

\*

,t,

t-d

:1;.
d,

I
il
I

(J

I

s=,

JL

f,\

I

#w
i

lst Cource a Ovcr 100 ycars ofscrvicc ro and from China
a l3 MOL offices locatcd rhroughout China i Multi-
lingual and mulrinarional transportarion prof'essionals.

2nd Course O Excellent intcrnal communication between

China and North America sales and operarions teams for
seamless supply chain management.

Enblc a Seven weekly calls between Hong Kong and
North Amcrica O Two weckly calls ar Yantian l \i?'eekJy

calls at Shanghai and Qingdao i Incegrated feeder nctwork
covers all key China ports O Vorldwide logisrics and
distribution network, including Shanghai Longfei Co.,
MOL (Hong Kong) Logistics, Lrd., MCS, Ltd., AMT
Freighr and MOL Inre rmodal, [nc.

Dessert O State-of-the-art terminals in Shanghai, Hong Kong,

Yantian. L.A., Oakland, Seattle, Vancouvcr and Porrland

O Exrensive global service, which includcs a complctc tans-
pacific, Tiansarlantic, Intra-Asia and Intra-Americas nctwork.

For reservations please call: Aimra 404-763-01I l, Chicago
312-683-7300, Long Beach 562-983-6200, Ncw Jersey
20 | -200-5200, Seattle 206-464-3930
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Health. Theao days bstter hsalth 18 somothlng that moro people ln Chlna can

look forwsrd to, Now that Kodak la maklng mammography and oncology lmaglng

producta readlly avallabl€ ln Chlna, h08 to holp thelr patlenta.

Our premler m6mmog llm provld on and more dstall than

prevloua Kodak tlkna, ngt e abll at cancar. ln addltlon, we

aro croatlng publlc lon €n about th6 lmportance

ot breaEt cancer nln gy la alao playlng a cruclal role

ln oncology kfl anu den quallty that allowa

oncologlata to v€rlty that radlatlon are belng appllec, approprlately. Health

lmaglng la only part of Kodak'a S1 bllllon lnveatment ln Chlna, but lt'a detlnltely

the most rowardlng, For ua, theae are the moat lmportant plcturea wo've taken,

Taxe Prcru n e s. Funrnenl

www.KoDAx.coM

@


