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A Tighter AAonetory Line
lncreascs in Ohinr's foreign loan corr-

nritmcnts prompte(l Chinese monetary

fx)lirynukers in April to issue a $5 billkrn
eciling on frrreign trrmmcrtiul hori)wing
by Chinese entities in 1995-h:rlf thc
xmount China b()rroer'ed intcrnatfunally
llst year. lhe (]mp:lign t() rcin in frrrergn

borrowing was pr<lmpted in part by
provincial authorizations of untold
anrr,r.rnts rr[ [rrrcign kran ('ommilmcnl\ in

1994. The high levels of credit in the
cconomy added to the country's total in-

dcbtcdness and hclpe<l fuel last year's

high ir larion rutcs.

With total f<rreign deh at $100 hilli(n,
Clrinl is the qorld s 6fth largcst debtor na-

tion. Its deht-scnicc ratk) of 20 percent,

hoqcvcr. Irlls ucll within ltrcptulrle in.
tcrnatkrnal linlils. In takinS thc move to
lirnit lirreign klan conrmitmcnts, central
ruthorities are altempting lx)lh to contfi)l

inllation and direct forcign funcls into pre-

ferr(d scr'torr, such as lclc('omnluni('a-
tions, agriculturc, bi(nechnology, and civil
avialion, according lo expens on China's

c!on()my. SPC Minister Chen Jinhua indi-
catcd in April tlal int(mati()nal finan(ing
and leasing, fcrreign borrowing by for-
eign-funded cnterpriscs wilh Chiocsc
guanlnlees, and 6nun<ing through thc is.

rut' of conv<niblc bonds rnust rcceive
(entml-le!el appro!al.

Tte surge in thc valuc of the Japanese
yen has alvr fact()red into ()mcials c()n-
(ems over excessive forcign lxrmrwing, zts

a significant ponion of Chinese kran com-

nlitnrcnts are lo Japancse lcndcrs. \ ith
tlre yen's appreci:rti()n, the k)l' valuc of
Chin3s deb$ increased $t1.9 billbn as of
April. ateording l() a Ministry of Fon'rgn

Trlde rnd Ec()n(rnic (ix)pcrdli()n vicc
nrinister.

Tlre tlS dollar's sharp decline against

the yen also helped prompt lleiiing's
tough line on foreign borrlwing, as

China's foreign rescrycs arc denominated
Iargely in dollars. An<xhcr factor con-
tril)uting to monetary restr2rint was the fi-
nancial crisis in Mexico. China, hoEever,
appears to t>e much less vulnerable to
criscs such ls rhat suffercd rc(cntly in
itlexico. Invcstmcnt in China has been
primarily direcr investnreot, u'hile in Mex-

ico, 80 percent was ponlillio investnrcnr.

Zhu Xia()hua, dcputy governor of the
Pe()plc's Bank of China and director of
the State Administration of Exchange
Control. has stated nonetheless that the
Mexican crisis encouraged Chinesc au-

th(,riti(s t() [)(.nx)r( pnrJ(nl in nrunxgin8

investrnent flows.

Corruption Crockdown Continues
l,()\'ince was disntisx'd fr<rn <>fli<e lntl
larcr killcd hinNelf irftcr his wifc was cxe-
cul('(l rln .lr.rrgc:. l'f lraucl rnr.l trkrng
lrrilrr.s. lhe lrnti-rrrrrrrpti')n .llnlp.lilqn
rcachcd the t()p ()f thc Chincs<' leirdcr-
ship in April. q'hen Chcn $,as lirrc.er.l to
rcsign fnrnr lris post as l['iiin8 C(:l' sr'(rc-
tary lirlkrwing thc suitidc ol onc of thc
(it\"s ex(cutive vice nrltyor;, Vang
[]eost'n. wlxr n lLs urtclcr inr'(sligilti()n li)r
liniln( ial irnpl()prielies.

Tltt' cantplign :rpp(Jr\ tt, lx' contittu.
ing quictll. lncl llciling is reported to
havc issuccl r.ilcuhls rlctailing guirle-
lincs" li)r initillting antl prrrt'rding rvith
c()rrul)1i()n probcs at thc central .rnd
pr()!incirll lcvcls. 5r\'erll {)thcr indi.t-
nrenls ilglitlst proYinciul olliciitl:' hitlc rx'
t urrctl .inrc tilrcn. April 2- ru'silrtrlurrt.
In Ilchei l'r()\'incc. thc rticl judgc ol thc
prrvincill highcr lltrrt rr':ts rtnrrvcd
lronr his l)()siti()n [or "illt,gll use" of
provinci:rl prr4tnv. Srvcr.ll Jnti-(()rrul)'
li()n lc.lrrs rqxrncdl! Iur'r lten \cnl t()

the shc'nzllen Spccial lic()n(n)li( Z()ne,

lnd lhc Stxtc Council lnd (l(ll' lr:rrc
irintlr isrurrl .r :,<t ,rI r<'grtlutirrrt. rlqttir-
ing rll scnior l)arl) ilnd govcrnnlrnl ()m-

.'ials rt or lkrvc. the crrunty lc'vcl to dis
ckrsc' thcir incrures.

Somc Chinx watchen sug4est that the
reccnt shakc-up in tlc'ijin8 and thc' othcr
high-lcvel ceses arc atlcrnpls by.li.n8 k)
solidifl'his supfx)rt in the first salvo of
thc F,st-D(n8 g)\^cr iru!{gl(. lr} li)rc-
ing Ohcns rcsignati()n. Ji:rng has cffec-
tivcly rcnr()\'cd an rllcgecl opponcnt and
nrtle nxrrl f<rr nxrre of his grlitical sup
poncrs \vilhin k)p !a()vernrnenl levcls.
Hc has also st'nl clelr signills l() ()ther

provinc ill :rntl nrunitipalitv h,r:rdcrs o[
thc rcpcrcussions ol- abtrsing political
p()si(ion. finalh. s(nnc Chinr \\'rlcllers
sul]l4c$ lllat thc rcnn)\'!rl r)f Chen csl:rl)-

lishe. tlre gr, ,r.r rrcl* { )rk I() l)l.rr)r( Jn ii.(F

l:rtc<l group \-ithin thc l(rdcnihil) f()r lhe
vi()lcnl irdi()ns tilkcn irgainsl clcnronslm-
rors in.lunc 19t39. Chcn. xk)ng $,ith l'rc-
nricr I.i l,cng. \\'J\ th()ught to lx'thc fig-
urc nl()sl rcsp()nsil)lc li)r the

ll()vcrnnlenl s tusl)()nsc l() th( 'fillnrn'
nrcn Pi )tesls.

-.4 t t t k' lk\ \'t t ! n t - l ar t U
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(:lrinx rcrnxrnr. in the tltrtxr rr[.rn lnlr-
c(,rrupti()n r:rrnpaign tlut firncd tlre rcs-

i,lnJli(ln (, l]cijing (;hincsc (i,rrflru,ri't
l,Jn\ tC(:1,) 5(,(r(,t.rr\' ('hcn Xir,,ng in
April. Thc currcnt cunrpeign hls hccn
cit(.d l)y rrurny cxpcns ls itn lucnlpt l))
I)rcsident.lirn8 Z(nlin r(, buil(l supF)n
luong dre prpulation, r(xll ()ut ()pp()

ncnts, antl clcnxrnstrate kl provin<'ilrl and

nrrrnicipal lcadcrs tltat hc is in ('r)ntr()1.

1lrc .:rrrrpuign Irlls rrrrtlcr :r lurgrr n:rtion-

$'itlc rnorcnrent l(, slrenglh(n lhc l'i{n}"s
crcdil)ilin.

Althougll I'jilnv lcrclcrs anntunccd thlj
Jnti{'ornrl)ti(xl drivc in r\ugust I'})J. thc
lt)()\'crtrcnt dirl not rcuclr lhc highcsl c(l)-
ckrns of Ihc (lhincsc leeclership until
t.rrlv tlri. rr..rr I ntrl tlttn. lltr'('lnlpltrgn
lixr,rsttl nt:rinlt'{)n l()(irl ()ifi(i:rls $ith lit-
tlc {,r nr) (('!ln('('lr,,n t{l lliSlr-r:rnkrnB
I'rrtI nr(nrl)cr\.'l'lrc nr()r erncnl. hos'
cr'cr. hlls grrioul nxrDcr'llLrrrl. IlcF)rts al-

l.'gt th.rt.r l:lrirl\ (l('sr't(' l)('nE \i.l()l)rlg
$'.rs inrr'lrt'rl rn .tn rlkg.tl lrtnrl-r.ri:'rttg
schctnc :rt Sh(,ugrng (l()r'lc()rd (iran(1.

l-td.. u suhsitlian ol Ihc Oupnll lron lnrl
Stecl (,()rp. lirlicr lhis vclr. rcp( )rts sur:

lucetl that thc P:rn! sc(rctarv (rf (iuirlx)u
.4 ! Slui,ts!) -lorl1 is li,L,(kn't)f lh!
(.itttucils llt iiitg olJict'



Letter from the Editor
Aftcr five years in thc c(Fpil()t s seat, it s my tum at the hclm. I citn t dunk for-

nler cditor Panl Ilaldinger enough frrr all her suppon, and wish hcr well in her

new fx)sili()n as the Councils ll()ng Kong dircd()r.
In this issue, we hoJr you u'ill find interesting reading: our goal. as ahal's. is

to provide somcthing for cveryone. Our &^-us, China s airline sc(tor, surely al-

fects crrch and cvery husiness tnveler to the l'Rc---<hcck out what s in sl<lrc for
fxnh airlines and airfxrrls. Traders and investors alike mry w.lnt t() rea(l atx)r( thc
Special 301 outcomc (p.20), thc Administmtion's pledge to help [iS ()mpxnic\
st'll to China and othcr "llig Eorerging Markets" (p.2.r), and thc latc'st *()rd on sct-

ting up a single entity t() oversee ell of e frlrcign c(nnpany's (lhinx activilies
(p.34). For cxpatrialcs l<xrking for the pcrfecr t]eiiing abde, reacl alxrut drc rc-

ccnt trilruliltions ()[ ()ne Amcricln apannrent huntcr {p.55). And bc sure mrt t<r

nliss our fe turc ()n lhe right way to host .wut Cl:,O in China--{o yor.rr homc-
Il,r>rk lx'f<>re the coryx)ratc i!,t lands in Beiiing (p.3tt)!

I welcome all comments on this issue of tlrc magazine and hopc to hcar li<lIl
you on the topics y<)u want us t() c()ver in thg future.

\';rnt'ssa Lirlc \\'hitcornlr
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SHORT TAKES

Busily AAoking Toys
China's first toy nrarket opten to foreign

buycni. an estirnated 4 rnillion sq ft facil-
ity, is noo' under construdi()n in Shcn-

zhen. \With rclativcly inexpcnsive lalxrr
aod l.lnd res()urccs. thc PRC is home to
the fac't()ries ()f 60 perccnt of lJong Kong-
l'lascd toy c()mpanies. Foll()wing Hong
Kongs lcad, Amcrican, Europe-an, rnd
Iapanese t()y manuflcturcni have also lx-
gun t() establish factories in China.

Over 1..1 millk)n pc()ple now work in
China's k)y factorics. pnxlucing $2.6 bil-
lion of w<rdcn, plastic. and banery-dri-
ven creati()ns annuilly for exp()n. Chi-
nese-made toys comprise t|0 perccnt of

the Austfillian mxrket, 60 ptrcent of thc
Italixn nrxrket, .13 g'rcent of the tlS nrar-

ket. and J0 Pcrccnt of the llritish nurkct.
I)()mestic salcs rre cxpc(lcd to ex

<eecl $1.3 hillion this ycar. Thc Chinl Toy
lnd(ri'tr) A\s( '( ialx 'n h,rPe. to.rrntinur'
lhe industry s s!rc('css. urging mcmhers l()
prftluc(' rnorc technically advxnccd t()ys,

such as computer games ilnd m()t()r-dri

ven toys. Thc ass()cirti()n hrs also cn-
counged to,v nunufacturcrs t() tirryct ifl-
[ant ancl hanclicappcd scctors of the
d(nnestic an(l inlcrnnti()nal toy nrarkcts
and f(x:us ()n educatir>nal pnxlucts.

.TIA

Antricrns and (rher foreign natiomls
living in Ueiiing are krbbying f<rr defeat
of a municipil govemment prolx>sal that
would prohibit ownership of large' cl<>gs

(thosc t:rller lhln J5 (l1r) qilhin lh( (iry
and institute a Y5.000 ($600) registmti()n
fee for each small do11 effective July 31.

Beiiing s (':rnine colony incrcrsed almost
four'fold frorn 19tl(>92, totaling 75,000
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ng

572-5158

t*- Ll uA-Qo-q
llcst t ishcs.

d(rgs in 1992. \'cxiog (itv officials al-
rea<ly ovcrwhclmcd wilh s.rtisfying thc
lx:,rc nectls ol tJrt t iq s l l nrilLon rt sr-

rlents. I nr'ontinr.'ul lllill il ('()nrpn)rnis(

will lr rcachctl or that thc govcmnrent
will relc-nt, many cxpatriatcs hrvc scnt
their pets honrc, while (ihincse ck)8 own-
cn havc bcen packing their pcts to rcla-
tiles in the countryside. IIX

Pricey Pooches

July-August I995 . The Chinq Business Review 5



TETTER FROM THE PRESIDENT

summer O o rse

US business must remoin on octive

porticipont in putting US-Chino relotions

bock on trock
RobertA. Kopp

A t the cnd of hrs ('nqr()ssrng J('-

A ..,un, ol rhc lliled IIS-ChinJ

II . n..un,., ,I rhc l()r0:'. 7r./r,

, I Kiul: ,t[ I'inu'. Cr.rlram Pe,. k
rells of setting sril ti)r h(nne fronl shang-

hri in 1946 $ith r IIS amly nraj()r. As thc
lights of China ladc awa1, thc officcr
muses, "Funny plxce, China, wasn l it? lt
f:lscinxted lnei l(Dk rt this jadc ring I

txrLrght my wifc. [Jut I'm s().rv I was only
there for three months. One nr()nth
nrrrre, and l rcally' uoukl hrrvc trn<ier-

st<xxl it." Fifty yeani later, the lirreign al-
frirs cdi(or ()f thc u",.J-hi,Eb,r Posl hxs
just inf()mrcd us tllat CIlina is c(nnpli-
catr-d <rnly if you make, it complicatecl, ls
Weslern diplonr:rts, lradc nc'gotialors.
and lobbyists do." Have rve macle
pr)grcss in live clecades, or havcn\ ll'e?

June l$)i rnlkcs onc rrrrnder.

A June lo remember

June is always a rough nx)nth in Lls-

China relatkrns. Each ycar since 1990 we
have endured the dreary coincidencc'of

June -1 (Most F'av(xed Nation IMFNI An-
nouncemenl D:ry) xnd June "t (thc, an-

nive$ar) of Tiananrrrcn), $ith thcir atten-

dant domestic and bilateral tenst)ns.
This Junc ils{) saiv the visit ()[ Tai$'an

leader Lee Teng-hui k) dre thitcd Stltes:

we now confront its acrinronious after-
math. lte dccision t) adrnit Lec. after:r
deft lnd successful canrpaign to cxert
congrcssional pressure ()n the vhite
Housc, reprcsents a change in practice. if

Beiiing hod worned

thot it would view o

decision to odmit Lee

to the United Stotes

os o violotion of
the commitment to

the One Chino policy.

not in f()mxrl tJS poliry. t0yhilc the s('rip-

tural texls o[ contemlxrrary US-CI]ina rc'
lations (the Shanghai Comntuniqu6 of
1c)72. lhe Nofmalizati()n Announcenrent
('f 1()'9, and drc US-Chinr c(rnmuniquc
on amr sales t() Taiwan ()f 1982). makc

n() mcntion ()f tlrc sul)ject, succes.sive ad-

minislrations of both panies lracl not al-

Ioq'ecl such visits from 1979 until nos'.
Only weeks lxfrrrc the decision to admit
Lcc. Clinton Adnlinistr.rtir-rn laitnesses had

l(rd Congress thirt dle visit *ould nr{ lx-
pcnrrittccl [rcause of the damage it could
(irus( t(' I S interesl. in J stf,hlc rclJti()n-

ship ivith llcijing. For ils part, l)ciiing had

wlmecl publicly and privately tirr mr>nths

that it qrrtrld vic$ decision to ldmit
Lc,e to tie llnitcd States as a vkrlation clf

thc commitmcnt to ()n( China" con-
uined in the key communiquds.

Thc (lS governmcnt billcd the trip as

privar(., and k)ok l)ains to rcas\rrre ll{ijin8
*ut it reprcscntcd no change in the offi-
cixl One China Jxrlitl'. Nevenlreless, the
visit was a media extravaganzu. US and
Hong Kong reponers ioined hundreds
fnrm Jain'an. In lthaca, a number rf LIS

srnat<lrs and represcntatives, including
s(nrr ()[ Tait\.an s oldest and m()st [xrwer-
ful fricnd.s and sonre of the PRC'S most
vitriolic critics, made clear what they
thought of the Administr.tion's "private
visit" pledge. Lec's Comell specch was a

ringing crll for the frrnhcr cnlranccment
of Taiwxn's intcmational status.

China s response has been bitter. A
nurnbcr of visits aml hilrteral neg<xiations

in defcnse, tslcconrmunications, and
u'eapons prolifi'ratt)n have hcen can-
celed or grstlxrned.'[he rhetrlric in of6-
cial Chinesc publications has been harsh.

fx)nfl],ing the Unitcd Statcs as a h<rstile

pou'er chronicall,v interfcring in China's

d()mestic ilffairs. llilving wrrned thc
linited States, in language rcminis(cnt of
an earlier and nxrrc' confiontational era.

not to pla)' qith fire," China hes now
called its amhassador honre from Vash-
tlgton lor c()nsultati()ns. tlints of funhc,r

rctaliati()n atx)und.

A bod spell or o tuming pcinP

f irnc v'.ill tell q'helhcr.June 1995 u'as a

blc,nk spcll ()r a turning p()int in t.ls-China

rcl.tions. tiS-PRC ties have never lrcn
phcid. Lelve aside tlrt.hostiliries and ani-
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mosities ()f the 1950 72 peri(xli tl)cv nlat

tcr. l)ut crnl lr dctailt'tl here. Since the

Ni\on-Mro opcning of 1972. thc tu() na-

tions havc eni()yed bricf pcri(xls of near-

euphoric fricndlincss. bul have cnclurecl

longcr 1x'rirxls o[ disagre'ement and ten-

sion. The Taiwan problcm has lten r.cn-

tral liom the start.

America and China lrave surnrountcd

crises in thc past: bitlcrness over
\\'eapons sales t() Taiwirn in 19ti2 :rnd
1992. textile tmdc in l9ti3, the tragedy of
l9tt9, and lesser issucs has often bcen
sharp. China, moreover, has faced sinrilar
criscs with other countries. notal)ly
Fmnce (over l\liru8c jel sales to laiwan)
nd the Nethcrlan(ls krver the slle o[ a

subnlarinc to'f.riwan)r in ll)th cas!'s it re
taliatcd diplomxti.rlly and cconomically
lirr a peri<rl of tinrc lxfore resunring n()r-

mal relations.

Pcrlraps Ihi:' lJl(st hur\t r)f hittcmcs\ in

tlschinx ties *'ill pass :rs n'ell: ceruinly.
rlany in the I hited Statcs are lranking on
il OPlinri\ls-rn(lu(ling rrt:tny frit nds rn

China F)int l() ] pcrcei\,ed nalrrrul :rllin-
ity ()f Americans and Chinesc lbr one an

othcr; to thr cnrcie! rc()n()mic imp()rtance
()l the United Statcs to Ohinl s tlcvekrp-
n)(nt lr(,p(s rtnrl to Chinls gr,ruing irt.
P()rtancc to Irs pr()ducers an(! c()n-
sLrmcrs: t() tlre hist()ri(xl fact tllrt thc
llnited Stxlcs w:ls lcss prcdlrt()ry t()wilrd
(lhinu in pre-l'ltc d:rys than uercjapan
:rnd tlre nujor llur()pexn e(\)nonics: t()

rhc notion thxl China will always worry
nrorc lbout nt'ar ncighhors likc Jlp:rn
rnd RLrssil thirn:lh()ut tlre |nitecl Statest

:rncl to thc rducxti()n and trxining ()[ tens

o[ (housancls ()f v(,ung Chincsc in IiS
sttools aml universilics. All thcsc firctors

llrgur rt,ell f()r (()nlinued (o()l)cr:ltivc rc

lillions belNecn thc t\ 1) countrics. thcy
p()inl ()ut.

Increasingly. lrorvever, regrns strggcst

tlr.rt tlrc ts'r' (1,rrntri(s ((,uld l\'(ntcrinB
a cyclt of dctertrmting relations. s caclr

si(lr rricts t() lhe pcrceived offenses of
Ilx. (,rlr(.r N'illr .l.ri,,ns Ill.I nr.rke llrrngr

US business perpecrives

lf llrc ,i)undltion ()f tlS-Ohinu rxp-
prrxtcnrenl in lhe 1970s uls e shrrctl
toncern ahrLrt tllc tlSSR, lhe kcy to prr
itive und grorving Iis-Chin:r (lxti()ns (F
clav is the crrrtrrnert-iul Irc. I'r(nD rr fi'tv
hillion tloll:rrs in trac[ in 1979. mct(lun-

Our messoge is

thot moior US interests

require stoble

USChino ties.

disc trade between the lwo countrics
has grown t() ncarly $50 billi()n r(xlay-
unbalanced, but growing in b()th direc-
tions. t S 6nru hJvc inv(i.led l)illi()ns in
Clrina. on thc basis of 30- or cvcn 50-

year strategic plans, because thcy un-
derstand thc nugnitude of China's tr.rns-

f<rmution and thc prospective value of
Sino-ANerican cngrgen)cnt lbr both
sid(s. The |5 husinc'ss presen('c in
China has funhered technical and man-

agcrial changcs of [ar-reaching eco-
nomic and s(xial significan(e in Chinr.
Vhile the Chincse husincss cnviron-
mcnl rcrnain:\ r lrullcnging. few Atttcri
cans with krng cxpericncc thcrc w()uld
deny thc gradual improvcment of thc
husrness.lirretc ils ChinJ n)( )dcrniz(:'
both commercially antl intellectua lly.
Thc succcsslirl effr;n, lcd by an anrusecl

US l)usincss (\)mnrunity, k) presen'e un-
(ondirionrl MFN rrir(lc \ ilh (:lrin:r in
lryl rl'xs an indicakrr of how seriously
tuncricxn intemllional firnrs t.rke their
('(nrrrlilll](nls irnrl lh(rr ()l\lx)fltrniti(\ in

China.
In reccnl nl()nths. []S husincss (()n

((m:' h:rv( l,tt'n.tt tht ccnlcr.'f rnJj('r
tlS (lhinn dislgrecments: thc intclle(1ual
p()pcny dispute of errly lI)5. ancl thc
c()nlinuing slalcmalc' over (lllina s a((cs-
sron t(' tlrc (;ATT Ui)rl(l TrJ(lc ( )rliJniz.r-

ti()n (W'l()) rcllect tlS fimrs scri()Lrs (r)n
('crns, Jnd their detcrrnination that

Ohina s gkrbal lrade posture c()ntinuc tt)
apptrach acceptetl worldwide standar<ls.

'.)(hile the wft) issuc is not rcsolved lnd
()ther issues ltxrm. however. the rec()rd

shows thal the tw() natk)ns irre ilblc to
reach satisfactory resolutions of con
tcnti()us disputes u,hen thc argumenls
are firusecl, finite, and pursucd with()ut

unduc loss of face to eithcr g()vemment.
StrJngely. in this most reccnt outburst

of ill will, the tls-China c()mmerci l .ch-
tkrnship has n()t been addrcssed. Vhcn
the tls-China Business C()uncil goes l()
Capitol Hill to meer wirh legislators and

stilffers on the subicct of continued Mf-N

tradc. tht' rlinrcnsions rrl our econornir'
ties are front and center. llut as thc larger

c(lificc ()f t s-China rclatx,ns fcclr thc inr

pact of thc US-China political imhroglio,
thc chinrs of c(rnmercial cngagen'rcnt arc

obscured.

Business neecls to bc heard on this
broadcr thrcat, as it is heard on MFN.

Our mcssagc, to all in public life rvh<r

can affcct the (\)urse of tls-(:hina rel,r-

ln,nr.i, is Ihill nrii()r l \ intcre\ts rc(luir!-
st:rble tlS-(-hina ties. tJS-China relxti()ns
arc not the chcap, disposal>le bypr<ducts
of othcr pri()rities. Thcir nrrintcnancc antl

improvencnl requircs ()f b()th sidcs x
(l.rrily t)l purp(,se:rn(l ir ('(,nstnrrti!(
('i,rnmruncnl lh.rt I0tl.r) jpPctrs,rmi
nously to bt' lacking.

l'ailure to gct this mcss.rgc oul will
hlve a pricc. ll(xnhxst \e()nl Nork. []r-
gcnt l)ut patient explanatkrn and illustrl-
ti()n, t() polilical veterens and nrwc(xDers
.rlikc. is rs.r'nti.rl. Tlrt Counr il i:' plrlin6
its pan in rhis, and will expand its cflbrt.
Ilut individual busincsses have voiccs,
to(). and in tlrc f:rce of thc currenl
clilcmma, thev shoulcl rrse them. i

Investment Capital
for China

We are intcrested in investing in Chinesejoinl ventures which arc

run and controlled by established and successful western companies.

ORCIIID HOLDINGS, LP.
555 California Street, Suite 5180
Srn FrrDcisco, CA 941fi-1716

415r8!-2200 telephone . 415/781-2189 facrimile
Contrcl Pcter M. Joost or Chrtllophtr J. O'Brlen
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r\nalvsis
Published by

the US-China Busi-
ness Council, The
CBf has been the top
journal of the China
trade for over 20 years.
Our staff are on-site in
Washington, Bei jing,
and Hong KonB, report-
inB the latest
China busi-
ness develop-
ments and
trends. Our fea-
ture articles are
wrilten by execu-
tives and officials
expert on China
business issues-
Paul Volcker, Ezra
Vogel, Maurice Green-
berg, Vice Premier Zhu
Rongii, and the
governor of Hong Kong are
just a few examples. NO
other publir:ation offers such
depth of expertise or analysis

foin the thousands of
top executivet who already
enioy the beneffte of T}e CBfl's first-rate
coverage---+imply fiIl out and retrrrn the coupon below:

Il:i:r*[{*mres
developments and monitors
industrial sectors and geographical
regions in China to keep you up-to-
date on where the action is. Recent

issues have explored new trademark
protection legislation, the Chinese
auto and telecom sectors, and the cost

of labor in different Chinese cities.
Upcoming focuses will address the
petroleum and food/beverage sectors

and China's largest province, Sichuan.

I as.) Studies How do foreign compa-
L,i". structure their investments in
I g51ngr or market their goods to the
Chinese populace? The experiences of such
companies as Xerox, Avon, Foxboro, Ford,
and Microsoft will show you how.
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FOCUS

Flying Higher

Foreign investment should help Chino's oirline industry toke off

Poul Woodword

T
he Chinr N()rlhwest Russian-mude Tu-l5.ilu crlshcd
cight tninut.'s lfter hking ofl fronr Xian. killing all 1(O

passengers lncl crcw on l)oard. Investigalk)ns re'vealcd

thrt thc xccident---(lhina s $()rst air ctirsh ()[ l}).l-sxs

in\.estors to help improve the sectr>r's safety and efficiency.
\flhcther the Frilical will exisrs, ho$ever. to apply intemational

expenise where it is most necded-in thc managcment of kral
il iriincs-remil ins to be seen.

Few emply seotr

Likc other m<rles of transfDnation
in China. air travel has bccn in incrcas-

ing denlrrnd in recent years. ln the
past, Party olficials and foreign lourists
ccupied mrxt of the scats. hut rising
inconreri and mobility hlvc meant a

sharp increasc in denrand li)r air ser-

vices from Chinese business and
lcisure travelc-rs. 'lhe situation has

changed drarnatically in thc last l0
ycurs: avcrage prssenger trxffic grew

almost 21.5 percent yearly between
l9ttj-9-1. and the nurnht'r of contmer-
cial airlincs in senice noq'stands at 26.

Numerous srnall. local, and privatel.v

owned airlines spccializing in flights to
the Greal \|Yall, frrr example, also cxist.

1'his npid gro,*l}l, however, lras re-

sulte'd in r greit slmin on thc stclor's

al)ility () p()vide sufficient aircruli, airp()ns. pik)Ls. and nuintc-
nxnce cnginccrs. In l9tl6. to en('oLlrirgc gro\rlh in thc in(lustry,

centrxl authorities hgan to derelqulatc the opetutin8 divisions
under the Ceneirl Administr:ltion of Civil Avixtion of Chin:l
((:AA(l). thtil then. CAAC had corrrplcle control of cilil avia-

ti()n and wls responsible for thc opemti()ns of all airlines ancl

irfx)ns. In bn:aking up CA,{C, Bciiing's goal was to improve
the efficiencl ()[ air scn icc ancl encourage the devekrpment o[
privalc airlines. vilh n1()re lircused responsibilitirs, C,A-A(;

would be ahle to conccntrute prinrarily on c(x)rdinating and su-

pervising the industry's adivitics. In 1993, the industry wxs fur-
ther restrurlure.d when thc Ministry of Aerospace was replaced

hy trrr ministry-levcl corfDnti()ns-{lrina Ac()spilce lndustry.

entircll lvoidahlc: the pluncs atrto pikx ltlcl l^-en nris\\'ircd

during routinc nlaintenancc.

The tr:rgedy rcinhrrced sone of the
birsic preconcepti()ns foreigners havc
alxrut China s airline industry. Th<>ught

to be dorninated by outdated Russian

aircraflt. the industry has oflcn lrccn
citcd l)y orSanizlrtions such as thc In-
ternationxl Airlinc PxssenSer Ass()cia-

tion f()r its fxx)r maintcnance fx(ilities
and lack of slfel)' c()nt()ls. N{orsrvcr.
as dcurand for lir services has in-
crcrsecl, new airlincs have enrerged,
seemingly strclching lleijing s reguli-
tory lramru'ork bcvond iG linlits. Iuany

inrltrstrv anrtlysts u'onder il Chinu s air-

linc sector will be able to keep pacc
\\'ith thesc clrangrs-and look to in'
crclscrl f<rreign investmenl in the sec-

ft)r t(, reclily m()st of dre pnlblcms.
llescarch condude(l hy .dsian stratc-

gics ttd. (ASL), horvever. suggests th:lt sonrc of thesc prccon-

ccpti()ns rre unf<rundcd. Increased frrrcign inveslrnent \\'ill lx'
helpfurl. but nill nrl bc'a pan:r<c:t for the aliuti()n induslry's ills.

tlut as more lviation-rclatcd compirnics find their $ilt' to rhc

China markct. thc ldded cxpenisc should lrc a q,elcrrrne lxrrt
to tlre industry s ()pcrirling (:lpacity. vith increase(l dcnrancl for
lir scrvices. the' indtrstry hls a grcut necd f<rr tnining end nrain'

tcnancc assistance. presenting varioun opfx)nunitics lirr foreign

9

I Poul Woodword, monoging directror of Hong Kong-hosed

fuion Skotegies [td., recently completed o study of Chino's
leoding oirlines.
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in charge of thc spacc industry, and the
Aviation Industries of China, in charge of
manufacturing aviation parts. This divi,
sion gave rach corporation more res[x)n-

sibility ()ver ils acti()ns and was mqant to
encourage greater opcraling efficiency.

Vith the.se changes, CAAC is limired to
thc rolc of regulator filr the lime heing.

As reccnt d()mcsti('air crushes:rnest, air
safety continues lo bc a lustifiable con-
cem within the industry, and significant
prcssures are being brought to hear on
CAAC to imp()ve ils record. To meet this
goal, CAAC is exfrected to ciack d(rwn on
sutx;tandard oper.rtions, txlh by improv-
ing enforcement of safety regulations and

encouEging foreign involvement in crew
training and aircraft maintenance-

Since the brcak-up of CAAC'S monop
oly, 12 airline companies luvc lakcn ()ver

the former CAAC fleet, and 14 other na-
tional airlines have been formed Ge Tbe

CBR, May-June 1993, p.l2). Although
many of the airlines must still repon to
CAAC for approval to form joint ventures,

mosl can make unilateral decisions re-
garding daily ogrrarions (see tx>x).

China Southem and China Fastem are

thc two largest domestic carriers. Both
are allowed to contract independcntly
wirh foreign companies and both, like
Air Chinr, the PRCs flagship carrier,
have subsidiary ()rganizations to handle
maintcnance and <>thcr support aclivities.
China Surthern and China Eastern arc
al$o lying k) become the first Chinese
airline to issue intemational shares. on
either the HonS Kong or New York
stock rnarket.

A ffrm hond

lf rccent actions tre any indication,
CAAC appernj t() be adapting t() its new
regulatory role. Aldrough there has been

a grxxJ dcal of expanskrn in the industry,

CAAC has bc'c-n alrle to limit tlre numlx'r
of new airlinrs t() s.omc cficnt while al-

lowing increased passenger up:lcity and

scryice to morc citics. Sincc 1992, thc
number ()f Chincse .ities with eccess to
airpxrn facilities has incrcased to I0). and
nearly 500 domestic antl international
r)ulcs are n()w avail:rhle to (lhincse pas-

sengers. ln conlrast, thc c()untries thxt
nradc up lhe &)mrer S()\'ict thi()n bc,gan

to dcregulatc the fbnner Aerrftx ficfdom
lcss th:rn fivt'y('rrs rgr). Jltr.se rrrunlTi,.s

hlve scveral hundrccl airlines ancl face

many of the same problcms as B€iiing,
but to a much grcater degree.

Uecause CAAC is responsible for man-

aging airline routings but cannot inde-
pendcntly increase the :rm()unt of air-
space allotted to civilian aircraft, a chief
concern of the agency is having too
rnany planes in the air. CAAC still holds
approval authoriry over all aircraft pur-
chast's and announced a l'ran on ncw lit-
cr.rft acquisitions last year, despite the ea-

Judging from ASL's

survey of the 26
notionol]evel oirlines in

Chino, the humon

resource needs within

the country! oirline

industry ore stoggering.

gemess of Chinese airline executives to
cxpand their operations. Whethcr the ban
will bc enforced agpe'ssiv€ly is uncenain;
given even the most c'onservative grtlwlh
proiKtiorLs, a sustained prohihition of air-

craft purchases is unlikely.

Troinilg new fias
One of the key implic:rtiorls of China's

aviation expansi(,n is a nul'siv( surgc in
manpower requirements. The newly es-

ublished Chinese airlinc companies must

find skilled crew to fly and mainuin their
aircraft. Crncemed by recent widely pul>
licized accidents, Beijing has placed
eddrd cmphasi-s on pikrt and crl'w lrf,in-
ing and has taken steps !o cnc'ourage for-
cign co()peration in this endeavor (s.?
p.l2).

Judging from ASt,s survey of rhe 26

national-level airlines in China, the hu-
man resoura(. necds erc slagg(.ring.
Thcsc airlincs anticipatc a 50 pcrcent in-
crease in dcmand for pilots by 1997 and

a ({) percent in( rease in thc dcmrnd frrr
maintenancc staff by 2(Xn.

'llre shortagc o[ training facilitics for
flight and rnaintenan(c (rcws in ChinJ
will make meeting tlresc goals clifficult. At
prcsent, nlost of the airlinc's rely on

r0 Ihe Chino Business Review o July'August 1995

CAAC'S pibt training school in Guang-
han. Sir. huan P()vin.c. But, with approxi'
mately 80 graduates a year, the scho()l
(:ronol mcet the growing demand. The
facility is not large enough to accofiun<>

date grcater numbers of studcnts and
lacks qualifi ed instructom.

lndividual airlincs have cxperimented
with thcir own solutions. China Eastem,
f<rr instance. services its MD-l ls in Zurich
through an a[angement wilh Swissair. ln
an Jtlcmpt to frnd alternltc training
$)urces. China S()ulhem purchased a pi.
k,t U-dining college in Australia k) tflin ils

own personnel. In a separate experiment,
the airline recruitcd ovenieas pil(ns to fly
its plancs, but becausc the protect was
nol given CAAC approval, China Soudt-

ern discontinued its recruiring attempts
lnd released two Ausrralixn pil()ts fr()m
thcir contr.rcts.

Rathcr lhrn depend mlely on forcign
personnel and rraining facilities, CAAC
has attempted to make use of existing
Chinese facilities or huild new ones.
CAAC has, for cxample, encouraged ma-

It>r foreign aircraft supplieni te supfx)n air
crew tr.rining progrJms in China in con-

iunction with aircraft salcs. Using Chjna's
currcnl position as the largest inlerna-
tional huyer of civil aircraft as leverage,

CAAC has obtained added service's and
equipmcnt from forcign suppliers. (CAAC

has also been known to use this leverage
to advance Beiiing's forcign policy
agenda by approving or denying aircTaft

purchascs from certain countries.) CAAC
recently negotiated with The Iloeing C,o.

and McDonnell D()uglas Corp. b p()vide
flighl simuhtors in c()niundion with air-

craft purchases.

Given the lack of resources to expand
China's airlinc training facilities ade-
qualcly, anrlher solution w<uld be to al-

low forcign runagement pani( ipatk)n rn

China s d()mcstic airlincs. Like many
other countries, including thc tlnitcd
States, howcver, China is wary of all()w-
ing too much foreign nranagenrent in
such a grlitically sensitive industry. lvith
the possible cxccption of pemritting par-
ticipalion l)y managers fnrm Taiwan, i[
Taiwan'PR(l air conncctions {re cstab-
lislrerj, lt<.iiing is unlik(l) k) {)f^.-n lhc rvi
,tion sector to significant firreign nran,
agcment ft)r another five ycars. Until
Beiiin8 is $illng I(' cnrpl,)y thc exfx.nise
forcignlrained nranagcrs could provide



rocus
Foreign Trade and Economic Coopera-
tion in early 1994 promulgated regula-
tions govcming forcign involvement in

avixtion cnterprises. Thc' regulrtions al-
lorv forcign airlinc (r)mpanies to in\,cst

dircctly in (:hincse rrirlincs hy pttrch.tsing

shxrcs in cxisting c()mpanics ()r hy setting

un i.)int v(nlurt:' in ilirPofl (('nslnr('li()n

or ground scrvic.e facilitics. Joint-venture
air-clrgo lacilities sill likely alxr bc'Jrr-
nittcd. Opp()nunitics also exist for for-
eign invcstment in airlinc sen ice secl()rs

Foundcrl in Jul) 1913{ l)y (lhina
S()uthcrn Airlines. FuiiJn Investorent
Ilnrcrpris( (,orp., rncl XixnrL'n SEZ
( iIn:'tnr('tr( 'n & lh'\('lDl)nr(nt (i)rl).
\iirrnen Airliics ir Iesling thc limils ()l-

llcijings rcstlicti()ns ()n li)rcign nlxn-
ru.qcmcnt conlrol withiir thc airlinc in-

dLrstrl. Vith prr*'crftrl sul)p()rtcrs
arn()ng its shlrelroldcrs :lrld tics t()
(:hinr S( )ulh(rn-\l hictr hes pcrhups
thc c()unlr\ s m()rt ({nDtx{ent l(Xarl rir'
linc rrlnrgcnrcnl tcanr-Xirrnen Air-
lines is cuncntlv rllc hrgest P()t'incial
carricr \r'ilh rll()rc thiln l,U{X) cml)k)v-
ecs and I'i airplancs.

ll.)l)inl t,' l)lJ(c iL\clI in ir slrulclli(

nurkel B)siti()n (rrce dircct f'lights llc'-

tll'een'fri$,!n ln(l thc rnxinhnd Jrc

approvcd, Xiamcn Airlines rcccntly
signed r nunagerncnt contB(1 $'itlr thc
Swirc C()ups Crthuy l)acifi(. FLrrthcr,

thc S$irc Group hus cst;thlishcd the
'liik(x) Air(nrli L:nginclring C(). t() hclp
nrlintilin irircnrti in XiJDreu, pr(rmising

lo gilc thc group srrbstantial influenec
in Xi.rm(.r Airlincs' ()lxl:rtk)ns.

ln atklitiort k) stt'()nE tics \ritlr Ior-
cign entitics. Xianrcn Airlines scls itsclf
xpxrt fi(nn its (onrpdi((rrs hl takinS

atllantagc of thc finrncial ntuxlc rnd
rclirlive illdcpenden(c of its kcv sharc-

Ixrl<lcr. (lhinl S{)ullrcm.'li)gelhcr i\,itlr
(:lllrr.r ](]ulh(rn, Xi.tnrrn Arrlines is

Puniuing an ll,Nres\ivc gf()\\lh str.rlcS\'

bv cicrekrping its (xvn sul)sidiilry stru(.
nrrc. ln 199J. X nren Airlines io\.cslc(l
in lirjian Airlincs. nlrich is bustd in thc
p(^inciill capilal o[ Fuzlrou.'llre arr-

linc alsr ho;x.s t() r(quirc aI leilst 12

m()rc airplancs lnd doublc iG staff l)y

thc vear 20(x) .

-Paul vkxEluaftl

July-Augusl I 995 . Ihe Chino Businers Review

the Chinese airlines, howcver, perv)nnel

and overall oFrational improvemenls are

likely to be relatively small.

looldng *cst

Although international companies have

been reluctant to provide large-scale
training for Chinese pil()ts and crew, in

milny c:lses drey have agreed to providc

maintenancc facilities in conjunction witlr
aircr.rft salc's. Indeed, most forcign invcsF

ment in civil aviati()n in China has l)cen

in aviati()n maintcnance i()in( venturcs. ln
additk)n to cxpeortions of large profirs,

frrrcign t'omplnics find mrintenantc ioint
ventures an aflordable mcans tr) imp()vc
thcir imagc as a "friend of China. More-

ovcr, h(('ilusc xircrrh mJinlenrn(c is .r

relJ(ively lah()r-inlensive husincs,', fort'ign
conrpanics find lalxlr corib in (;hina more
compctitive than in sonte of the country's
m()rc ec()nomi(-:rlly advanced neighlxrrs.
Lufth nsa turlines, Lockheed Grrp., and

Hutchison all lravc estal)lished aviation
nl;rintcnllnce j()int venlur(s.

In the past, man) foreiSn inveslors
werc sl()w to capitalize on oplx)rtunilies
in (lhina hecause ()f rhc perc(,ption tlL?l

airlinc inrlustry regulations Jnd in\cst-
tncnt guidelincs wcrc scirnty. 1b clarify
official Jxrlicl. (lAA(: xnd rhe Minislry of

Opportunities exist for

foreign investment in

oirline service sectors

such os oirport design,

oircroft mointenonce,

aviotion computer

systems, ond possenger

service focilities.

such as airpon design, aircraft mainte-
nance, on-board and ground-Lrased com-
putcr systerfts, pas.sc'nger service facilities,

and all aspetts of training and human re-

source managcment. Municipal airpoff,
including the new Zhuhai Municipal Air-

6nrrt. are llso lrying to atlract foreign in.
vestment (,ree p.16).

Nevertheless. several factors continue
to delay the flow of f<rreign investmcnt
into China's airline industry. Requirements

of a miflimum 51 perc.ent Chinese share-

holding in airfxjrt constru(ion ioint vcn-

rurcs and a 35 percent cap on foreign-reg-

isl(rcd (xpital firr air lransBrrl cntcrpriscs
s(em t(r hirvc (l(tcrred many f<lreign in-

vestoni. Invest()rs arc also wary of thc 25

peftcnt (Jp on frrrcign v(,ting righls rn air

transpon ventures and the rcquirenrent
that the gencral managcr in an airport
constnlction i()int vcnturc be a l()cal hire.

Comirg trends

Rcglrdless rf thc long-tenn pr<>sJrtts

f()r incrcased forcign involvement in
China s xviali()n se(-tor, tllc industry [rust
conlinuc to aclapt nrpidly to correct safety

prol,lcmr ancl ()p( rJtinB int ffir'ic ncies.

CAAC s xltempts to stanclarclize rcgula-
ti()ns and en[or(cment mcchan isms
should hclp to irrprov( the ifldustry's
rc<rrrd. althoLrgh it is n()t yet clear how
effcctivc these mechanisnrs *'ill lt for
smallcr airlincs. Limitati()ns on thc prolif-

er:lti()n ()f nerv airlines. lxrwcvcr, should
hclp ensure lhat lhe situation docs not

8el Jny \'()rsc.
In the finll :lnalysis. thc tnte h,t'ncfit

of frrreign invcstnrcnl and thc cxtent to
$lrrth it is rnlcgr.ll(d inl() rll( f,\'iJtion
ser-ror's neecls will depend upon []ei-
jings \\'illingncss k) put tlre investment
to optinul use. Shon-rcrm ()pponunities

for frrrcign inlcst()rs in thc pcripheral
supp()n :lreas in the avi:lti()n in(lustry cx-
isr, lnrl IJ('i)llrl.t \ (lcsirc t() rnilintJin slrict

c()ntrol ()n forcign nranagcnrent und
orvncrship will likcly prove l srunrbling
hkrk to sul)stlntirl pnrgress for tltc in-
dustry as r whole. thtil authorities lil)er-
alize ou,nership rcgulations to allow
consiclerelrlc foreign equity or llrcater
()pp()flunities for f<rreign managen'lcnt,
f()rcilln inv(strnrnt in Clrinas lirlinc in-

rlusrry uill hc gr.rdrr:rl Jt l)<st. l\4()sl c\ti"
miltcs suSlqesl thxt such x genuine inter-
nrtionxl opcning will not occur for
an(nher 2G.J0 ycars. i

An Airline to Wotch
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A1;;'*.a*:,.-,;
li.rcnt air trulli( (r)nlfi,ll(.n, in tlre vari-
()us c()unlries cn routc. ()ncc in Chinese

airspacc. howcver. N()rll)\r'cst s pil()ts
arc nxvigxting in a vcry dillerenl air trrf-
fic contr<rl cnvir()nmcnt. I lnlike the situ-

Jti,)n in tl)c Unitccl St:rtes-whcre all .rr-
spa.e is managcd hy rhe civil-run
Irederal Aviation Adnrinistr:{tk)n (FAA}-
nrrrrc thrn 95 per((.nt (,f ChinJ s Jir-
sp.rcc is c()ntr()llcd l)y thc military and
rescrvetl firr nlilitary purposes. All for-
eign and domestic conrorercial aircraft
in China nrust fly in very nar()w ()uter,i

within the airspace dcsignated fi)r civil-
ion use and managcd by civilian air traf-
fic controllen.

Ilut refonn is visiting many comt-rs of
prescnt-dey China, including air traffic
cont(r. Negotiatio[s between lhe (;en-

cral Administration ()f Civil Avixtk)n of
Chinr (CAAC) and the Chinesc military
over changes in airspacc lranageolcnt
have industry obseryers hopcful that
grealer route llcxibiliry is in sight. CAAC

has:rlso r^\_en upgrarling rts ()[x,rati(,ns
()ver the past five ycan, installing radar,
('( )mn runi(il(i(,ns. and navigati,rn <quip-
nrent on maj()r air routcs and at its
l)usicst airports, and is training (()n-
trollcrs in rJdar use, mainlcnancc p(re-
clures. an<i English. (;iven CAAC s drivc
for rrxxlcmization. thcre likely will con-

S

tinue to lE maj<r salcs opp()rtunitics for
LIS ir tr:rmc cquipment supplicrs, lxrth
$ith CAAC ancl with the iirpons slated
li )r upgru(ling.

Duol control
(lhina s cur.cnt tviali()n svstenr, in

which nilitary nd civilian air lrafhc con-
trol systcnrs ()fx.ntc side l)y sidc, is not
unlikc thirt founcl in the t hited States 50
yeilrs ag(). Just as the Unitcd Sktes ()ut-

gre{, thar system cluring the 1950s. Bei-
jing is realizing the nccd frrr a nt()re flcxi-
hle and clEcienl aviation systcm to meel
rapid growth in the dcmand for air travel.
China's (urrent !ir traffic rnlnagelncnt
system consists o[ lirur corrcsponding
lcvcls nithin thc civil and milinry sruc-
turesr CAAC nlanagcs civilian air traffic
conlr< thnrugh its lleijing hc.adquancrs,

regional l'lureaus, provincial bureaus. and
kx:al airpons; thc military hierarchy con-
sists of Peoplc's LihcrJtion Army Air
Force (PIAAI') headquaners, c()ntrol re-

gions, control sufi-rcgions, and airfielcls.
Bccause dual mnnagemcnt of airspace

incrc-ases the chanccs f<lr mid-lir c()lli-
sions, the need for wider civilian control
is lxcoming increasingly apparsnt in [],ei-
jrng (:uncnrly, dvili!n :rir tralht Ilics in
''pipclines' of ainpace &20 knr widc and
of variablc height-alxrvc, lxlow. and crn

c,ithcr sitle of this splce i:' military air-
spacc. Military crai c'an also fly in thcsc
narrrw civilian routes, incrcasing the like-
lih<xrd of accidents becrusc milirary

r Elizobeth Keck

From

communicotions

links to oirspoce
monogement/

CAAC is trying to
keep poce with the

groMh in oir trovel

f Elizobeth Keck is currently the pro-
grom monoger for fuio ot the federol
Aviotion Administrotion.
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planes in these routes are contrdled by
PLAAF air traffic controllers instead of
CAAC controllen.

Recognizing the restricted nature of thc
civilian airspacc, Northsest Airlines,
Delta Aidincs, and other US carriers fly-
ing in Chinc-se airspa(e advis., their pilots

not to deviate from thc pre-determired
routing, except when clsared by Chinese

air trafhc control. Bad weather, however.
czn put civilian aircraft in a tight sfxn, us

limited communications between CAAC

and PLAAF c<-rntrolleni makes ohtaining
clearances to fly into non-civilian airspacc

to avoid turbulence almost impoiisible. "lf
therc's a big thundercloud ahead and
ne re having communications p()blenN
and cant get clcarance to go around the
slonn, it presents a big problem. says

Bob Buley, Northwest Airlines managcr
for flight operations dcvelopment. .ds x
s8natory to the Intemational Civil Avia-
tion Organization (ICAO) ( onvention,
however, China recognizes the ICAO
principle that the capuin has resgrnsibil-
ity for his aircraft and the authority to
take whatever ac'tion necessary to ensure

llight safety. M(,st intemati()nal cJrriers
flnd that the PLAAF ha.s toler.rted. though
not necessarily clcurcd. deviurions into
mililary ainipace.

Apart from be'ing dangerous. the dr,ral

mirnagemenl of airspacc in China cr(?tes
flight ineffrciencics. Flights fnrm Tokyo to
tleijing, for example. take an extcr hour
lrecluse the CAAC r()uting rc(lurr(.s
plrn('s t() lly h) shan8hri lxf,rre tumrng
oonh ro llcijinS. insteatl of fl1.ing r morc
dirccl r()rrte. This, in IUrn. r(sults in
highcr airline costs 3nd higher passcngcr

ticker Prices.

Chonge in fie o,ffing

Rt.(()gnizrng thc prohlems of thcrr :rir
tmffic control rcgime, Chincss authoritics
lx$ln l0 ycars ilgo k) expk)re $ ir_vs t()

impr{)ve thc sysrem. In 19136, thc Statc
(louncil formetl the National Air'Iraffic
Conl()l (ATC) C(nlrmissk)n kr c<xrrclinatc

CAA(: and PLAAF air traffic lxrli<v. Thc
commission, headed lry Vicc I'remirr Zou

-liahrr:r. h.rs o\'(rxll r({p()nsihilirv f()r irir
traffic grlicy nrlnagemenl lntl mand:rtes

Ihat (he cit'ilian and nrilitary air trrffic
managenrcnr structures hold rcgula r
meetings rt all lcvcls to ('(x)rdinatc their
operations. The commission's l7 nrem-

trrs are senior civilian ancl milirary ofE-

cials wlro review and mlke final deci-
sions on maior air trafhc problcms and
devclopment plans, direo air trdfEc c(,n-

trol reforms. and resolve conllicts be-
r$ecn ( ivilian and rnilitary ('()nt()llers

ln 1994, CAAC was elevuled lo minis-
terial-level starus. txrlstering its posili()n
somewhal. r,Jfilhin (:AAC. air trilmc c()n-

trrl is the' reslxrnsibiliry of the Air Trafhc
Managcmcnt lJureau, whose current di-
rcctor gcneral, Chcn Xuhua, rcpons to

At present rotes of

oir trovel growh, the

Beiiing, Guongzhou,

ond Shonghoi oirports

together will hondle

more thon 500 flights

per doy by the

yeor 2000.

CAAC Vice Minister Li Zhao. CAAC cur-
rently manages 5ll international {nd
rouShly 400 domestic routes, as well as

nrore than 125 airfx)rls. Al prescnt rrtc's
()f :lir trxvel gr')\'lh. thc UcijinF.
Guangzhou. and Shanghui airpons t()-
gether u,ill handle more dun 500 flilghts

Jrr.r dry hv th(,v(Jr 20Ol Airp(,rls in six

other nr:rjor cities-Chongqing, Hcfei.
shcnzhcn. Xiamen. and Xian-t()gethcr
*,ill handle morc thrn 300 llights a day.

Ihamxtic g()wrh in China in nir truvcl
ancl cargo has tcstctl thc hmits of tlre uir
traffic control regime. Recc-ntly, CAAC

nr:rrle s{)nre h(irdqlly in rts neg(rti:lli()ns
\r'ith fie PLAA|' to expand the amount of
civilian<rrntrollc.d airspacc. At a US-sp()n-

sorccl aviation s.vmfx)sium in Mxrch 1995.

rlrc cleprny (lircdor ()l'th(j AT(i (:onlrris.

sion's cxccutilc ()mcc. Qu Y()ngxiu. rc-
ported tlut by the year 2fi)0 CAAC will
nrrrnrrge all (ivilirn 3ir "\li.es 

-rhe irir-

space fronr thc ground up I() 24,000 feet

akrng present routcs-expanding the
physical s;race fnrm the narrow pipelines

it (uR'nll) (r)ntr()|i.. The cxpansirn fronr

pipclines to slices of airspace will allow
civilian cnft to change altitude as nc,ces-

sary without CAAC controlle$ having to
first obuin PLAAF clearances. The krnger-

term Soal is to have one agency, be it
civilian or military, controlling all aircraft

in a given corrid()r of air:ipace from the
ground up to a cenain ahitude, eliminaG

ing the ctnrnt situation in which military
aircraft f'lying in civilian ()utes remain uo-

der PLAAF (r)ntrol.

Efficicncy goins m fio wuy

In xddition to neSotiuling organiza-
tional reforms. CAAC has bccn takinS
steps to increase tlre technical levels and

efficicncy of air traffic management.
CAAC has already purchased radar and
ground navigation equipment for airpons
in eastern China, which handle 80 per-
c'ent ()f the (-()untry's air traffic, and is f<>

r'using up6r:tdes on the Beiiing-
Guangzhou-ShanShai triangle. The
PLAAF has also ceded control to CAAC of
the country's busiest route-Air Routc
A46l between Beijing and Guangzhou-
as well as a second approach route to
Beijing Capital Inremational Airpon. Ac-

cess to this second approach route dou-
bl€s the airFx)rt's landing capaciry.

Thc'se upgmdes have msint substantial

opponuniiies for firreign sales, consulting,

and training. Foreign panicipati()n in rhe

Jviatt)n seck)r's upgrading process has

consisled ()f both cquipment sales and
pcrsonnel training. Thc Joint Air Traffic
Servi(es qATli) task fi:rce, a lD3 panner-

ship bctseen CAAC and The Brrcing Co.,

has provided one-*eek intensive Iinglish
classes to nlore th n 400 Chinese con-
tnrllem. tcrinc'd 250 contnrllers in a mo-
week r.rchr pr<reclures class, dcvel<t1xd a

( cnificillion Prognrm f<lr irir lBmc cquip
ment technicians, and reclesigned the ap
prolch rotttes int() thc Bciiing,
Guangzhou, and Shanghai airfrrts to:rc-
comnxxlare more landings. Othcr aslrcas
of thc :lir ttumc c<lnrnrl systcnr. such as

the development of a ct>rps of profes-
sional Jir truffic ct>ntrollcrs. nrusr lx lefi
tor Chinesc authorities to resolve. Iligh
lumoler curently plagues CAAC duc to
the skcwed ;ny scales <lf aviation person-

ncl-{he Bcijing rirFxrn s air traffic con-
tr(rlers earn lcss than thc clerks sclling
pa:islnger tickels at thc Air China counter.

Ac.cording to Jim Boone, Iltrcing's JATIi
proiect ,Iunager. CAAC c()nt()llers nos'
use nrdar tr: truck pllrncr l)ctwccn tseiiing

and (;uangzhou. enabling planes to fly

.July-August I 995 r Tlre Chino Business Review I3
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clo.ser together. lyith the new radar €pa-
bility, clistances bctween aircraft have
hten reduced frum l0 minutes to 5 min-
utcs, allowing more aircrafi to fly the
route. CAAC intends to have radar in use

on the Ileijing-Shanghai and Shanghai-
Guangzhou air routes by the end of 1995.

Air-ground communications links are

also bting upgrade<J. tTntil retently, all
flight plans in China wcre transmilted
f()m the airfxrn of origin and the pik>rs

en rcute to thc destination airport via rcl-
alivcly unsophistietctl tclephone and ra-

dio links. CAAC's purch:rses of satcllite
tcchn()l()gy arc eliminating thes!' less rcli-
alrlc links. CAAC recenlly awardcd a c()n-

tmct to Huglres Corp. for 97 vcry small

rpenurc ternrinals, which will provide
xrtellilc comnrunir'.lti()n l\tq'ecn air traf-
l'i( rontr()l lirtilrtrcr. CAA(. also h.rs in-
strlled neq' A'l.t'l vcry high lrcquenr',v
(VHf) xir-to-H()un(l radio equipment at

firur air trulhr' c()ntr()l cenlers nd rcp()n-
cdh' plens to purchlse rnrlre.

Rcpr(scnlali\,es li()m (.hinesc and tiS
Jirlinc' .rrc cn('r)urir8ing insullutiun ,rf rn

Though CAAC is

ropidly ocquiring new

communicotions,

surveillonce, ond ground

novigotion equipment, it

hos yet to integrote them

into one system.

t() c(nnputcrs in the air lcrflic ('()nt()l cen-

tcr:,. tlrcrcby red(r(inB crl,)rs (iuc l(, mis-
('()mnlunicati()n.

Tlu)ugh (:AAC is rapiclly acquiring nct'
(rnnmunicati()ns. survcillancc', and grcuncl

navigatt)n cquipnrcnt. il has yet k) inte-

grate them into one system. The commu-
nications equipment, for example, needs

to bc integrated inlo a network that sels

off alarms when a linc goes down and al-
lows CAAC tr> swilch betwcen satellilc
and land-based lioes, depending on the
specific problem. The FAA, in hilateral
policy discussions with CAAC, has offercd
syslems cnginccring arsistance, as have
nume()ur Amcrican companies with sys-

tems intcgration exfrcrtise, but CAAC has

been shrw to accpt tlre offerc.

n) fund the various upgradcs it has

planned, lieiling has cmployc'd nume()us
techniques Bnging liom *.clcoming frr-
eign aviation cquipmc-nt suppliers to
Chioa t() incrL'asing revcnues frrm inlr'r-
nxti()nal over llights-fligllts that pxss

ovcr but do n<l land in a given c()untry-

CAAC n()w reccivcs overJlight [tes, for
exlmple, fronr Dcltl Airlines, which
shavcd one hour ofF of thc previous Los

Angcles-Hong Kong flighr tinlc hy t?king
J r((cntly (,p(ncd r()Llt( r)vcr Cltinu fnrrn

Khalxrn^ sk. Russia to [I()ng Kong.

tl6i, fronliers

l'lre US govemmcnt has l)een an aclivt:
pr(,fx)n(nl of :rir tr.rlfir m(xlcmrati()n in
(lhinJ. I)urinH Sl:rtc (:(,un(il dc,lcguti,rn
\isits to thc l:nitcd Stalcs in l9fi5 and
1991. tlrc FAA ancl l)epartnrent o[ I)c-
fensc pnrvidccl tours ()f l)()th civil irnd
nlilitlry rir tr:rllic facilities lnd gave dc-
tuilccl bricfings on thc t Is r! iirtion systcnr.

Most rcccntl]'. this dirl()guc resulted in

the Air ]'rllfic (i)ntrol lnitiativc uncler thc
t 

-s-( :l)inil .k )int I )clqns( C(,nv(jr.ix )n C(nll-

mission, chaircd by l)efcnsc Sccretrry
r*/illix,l] l)crry. Aimed spccifiGll.v at pr(F

viding (;hincsc uviation olTicials nith
pr.rctical rn()dels [<rr rc'solving <ivil-mili-
tary air tnrlfic (lilcm,ri,rs. thc iniliillive hils

spunrrl rr flurrv r:f cx(llangc visils l)) rvi-
xti()n cxpens t,r addrcss Livil-nriliury lir
traffic control issucs.

Though most of China's acquisilions k)
datc lrave involverl the installltion of
groundJr:rscd air trirlTic {}ripnrcnt, li)r-
eign obscner:; see (llrina as a primc (rn-
didate to implernenl lhc ncxt gcncr:rtion
of lir trufhc technok4p'---<'xtremcly accu-

rxte siltrllite navigati()n, c(x municltions,
and survcillance slslcnrs using a srtellitc
system of the kind clevekrpecl by the t)S

military. (lhina has thc opJxnunity to lc,ap

ttrrw:rrd hy using statc<rf-thc-ln salellites.
wlrrrh urlrld llc p.rnicuhrly rppr()prirrc

Tltc r:rpitl grrrsllt in th( sizc oI
China s cornmcrcial lvi:ttion llccts hs
put cxcessivc strcss ()n th(. s;rliry inka'
\trualurc {)l ll)( (;(n(, 1 Adlniristr.rtirn)
of (,i\.il A\ ixti(r) l)f Chinr ((iAr\(,). A
spatc o[ rkrmestir' !((i(lcnls in 199.t

li'nlrcr (J\t l r ritrrul lrglrt ,'n Chrrr.r s

x\.irlion sy\tcnr. ()n(. itcp (lAA(l l)rs
takrrr to ltclchc:'s tlris \ittrlti()n $as k,
cst;rlrlish I pilflncrsllil) \\'ith lllc I S

l'etleftrl .lr iution Administrxti(,n (f^r\)
in l)t.r'crnlx,r lt}).t to dc|clrp corrrncr-
(ixl iviati()n ()l)crJtionrl and rneintc'
nJn('c rcgulirli()ns iml svslcnrs.

I ndcr the tcmN of tlrc ntw plnrrcr-
ship. the r$'() agencics have lxgun to
rcvicw thc corc of thc CAA(I regul -

l()r]'rcginrc. the Chinc{' Cilil A\,artion

Rcgul.rtions, $'ith rhe rirn ol cxpanding
Jnd slrcngthcning thc safctY c()des

Li(,\'(rnrng r'orrrrrrcrci.rI Jir (xrri(.rs.
Gr )\'cnlnlr:nl-to-ll( )\'entnrcnt cxch:rngcs

arc JIso lrking plar:e: irt nti<l-April, a
<lclcgation ()i fAA regulxtr)n e\prrts
tr.rvclccl to llciiing t(, dis( uss thr' dc!c!-
opnrcnt ancl hlplctncntati()n ()[ plxns
li)r x ncw rvirti(,n regrrlatory systenr: a

(,rU(, delcgxli()n is sdB(lulcd k) \'isit

fAA Ll('rhricr' in llre ['nir('d Stxle\ tl)i\
surnrlcr t() ol'xene thc Ffu\'s relati()n-
ship rvith I S conntcrcful carriersl rnd
xn l:AA dcleg:rli()n rrill lirlkrs trp on
tlrc (.hincse visil lo rcvie$' und
strcnglhen (1.d.\(l ()\'ersighl of crrmrncr-

cial crrricrs

-I-.li:. x41, Ka:h

li)r information ()n lhc FAA

CAAC partnership, interested par

tics slx:rrld contlc't:

CONTACTS

For More
lnformotion
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air-grrund data link, a system that allows
computers on aircraft to transmit the
craft's position and altitude via vHF radio

Toking on Sofef

Elizabeth Keck

FAA P()8r.rm Mrnager
Tcl: 202/ 267-ttl32
Fax: 202,1 267-5032
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for western China, where there are few
ground systems and the harsh climate
makcs maintaining equipment dilfi cult.

The US military set lhe srrndard for in-

tegrated satellitc systenls with ils Global
Posilioning Systcm (GPS), a network of
2a higNy advamed satellitcs whosc sig-
nals allow extremely precise navigatiofl
of aircBft. Though the United States has

officially made the 6PS system freely
availahle to the world aviation commu-
nity, Beijing has been rcluctant to config-
ure the PRC nalional aviation system to
the 6PS beczuse the technology is con-
trclled by the US military.

Dcspitc China's refusal to commit il^s

national air traffic control system to re-
liance on CPS technology, US and Japan-
ese c:ompxnies are *,orking with CAAC
on smaller-rzle GPS applications. Vhen
the CAAC-Boeing JATS task forcc com-
pleres its upgrades of the Beijing.
Guangzhou. and Shanghai airports, ii
plans to implement sarellitc-based com-
munications, navigation, and survcillanc'e

systems on two routes that would be
heavily used for international over
flights, Avionics and other high-tech
companies have already begun to suge
flight demonstratiorls in China using off-
the-shelf GPS technok)gy that could be
integrated into China s present aviation
systems.

CAAC also is considering insulling a

ground-hased air traffic control .station in
coopeEtion s'ith Japan that would allow
Chincse air traffic conrrollers to access

signals from a Japanesr aviation satellite

to bc launched in 1999. Me-anwhile. Chi-
nesc agcncies such as thc Commission
on Science, Technology, and Industry for
Narional Defense are cooducting thcir
own research and development activities
for the aviation indusry which could re-

sult in thc launch of China's own satel-

lites for aviation purposes.

A little help {rom forcfun lrimds

Tmditionally, CAAC has chosen to buy
rir lraffic control and communiclions
equipment frorn foreign vendors due to
concems about the reliabiliry and quality
of Chinesc-made systems. As a result,
China's avi:rtion secor has provided an
abundance of sales opgrortunites for frlr-
ciSn supplicrs of rad:rr, ground n:rvigu-

tion equipment, communications net-
works, and fiber optics.

The Chinc,se buying pattem has been

l() dislrihute contracls anrong c()mpanies

Chino s oviotion sector

hos provided on

obundonce of soles

opportunities for foreign

suppliers of rodor,

ground novigotion

equipment,

communicotions

neiworks, ond fiber

optics.

of various nationalities. w'ith price a

pdme censideration of CAAC, Europsrn
firms such as ltaly's Alcnia Corp. have
managed to win numerous contraos by

underpricing US comperitors in the inter-
national radar equipment industry, US

firms havc scond somc rccenl vi(tories,
however, including Raltheon Co.'s sale

of :r radar rysenr to hc uxrl by tlciiing
Capiul Intemational Airpon and twesting-

house Eleoric Corp.'s reponed sale of a
ModeSsystemtoCAAC.

Thc, efforLs underway in China to m(Xl-
emize the country's aviation industry are

significznt, bul with air raffic in China in-
creasing at such a fast clip, the Chinese
golcrnment must esublish a clear set of
priorities for t}Ie country's aviation sector.

A sampling of these priorities might in-
clude highJevel suppon for CAAC in il,r

iostling for ai$pace managqment author-
ity with rhe PI-{AF, openinl4 more inter-
national over-flight routes to provide
hard cuncncy frrr rhe stctor's modcmiz:r-
tion, and incentives to a[ract and rehin
profersional air traffic controllem. Vhile
the ebb and flow of China's domestic
politics cenainly will be a factor in the
outcome of China's air traffic control re-

form, a strong relationship between
CAAC and FAA can k(!p the modemiza-
tion p()cess on track. *.
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Bursting of the Seoms

I lilodelyn €. Ross

Chino's oirports ore

struggling to keep

up with demond
for oir trovel

r Modetyn C. Ross, o former editr of
Ifie C88, is currently o writer ond con-
suhont on Chino in Woshinglon, DC.

/thin r's rir tr.rfhr has hcen grow.

f ing hy lcaps and trountls, avcr-

f aging llmost 20 pcrccnt in-
V. r.r*s in thc level (, pJs.{ ngcra

end <argo lransp()ned eirclr yc:rr sincc

1980. Evcn if this ratc of gr<xrth "slows"

to only t5-18 pcrcent annually during thc
rc'mainder of the dec"de. China's aviatiofl
sector will remain among the fastest
growing in the world.

The rapid increase in air mmc has put

cn()rntous pressuR' on the rrruntq'.i air.

pons, whcre the lack o[ modern runways
and passenger facilitics has bcconre a

stuorbling l>lcx'k to fu(her aviati()n devel-

opnent. P()or airpon facilitics are als()

hindcring cconomjc devclopnrent in
s()mc rcgi()nt, which are eagcr l() expand
trade with other rcgions of China and thc
rrrrrld thr:ugh tlre opcning ()l nc$ Jir
cargo roulcs. China also hrs an urgent
nced to improv(' dre safeq' rf air travcl. A
reconl numl, r of hijirckings and lirtal air

<rashes <xcurred in 1993. and thc coun-
try's aviation audroriti(s arc anxt)us &)

prevcnt an()ther walc of such dislsters
by improving ai4xrns and grrrrrdJust'd
irfhstru(turc.

Many of the ncw 3ir roules ancl otlrcr
improvenlcnts will hlvc to $ait, ho\\-
cver. for airpon devclopnrcnr to catclr
rup. As of thc cnd of 1991t. China hlrl
only vrmc 115 opemting airpons, includ-
in8 al)out l0 undcr i()inl . ir ilirn, ntilit:rry

contr()I. Most of thesc' have only a singlc
run'*'ay and only about l dozen of

China's airporls can accomm<xiate lltr-
inq 747s or ()ther large jets. l-()cated in
maior mctrofxritan arsas or tourist dssti-
nations in China's eastcrn corridor or
along major cast-wcst routes, the PRC's

40 busicst airfx)rls haodle more than 95
pcrcent of the nation s ai. prlascnsers and
almost all of iLs air cargo.

The Cencral Admioistration of Civil
Aviation of China (CAAC) refxrns tlur 6G
70 airfx)( proj(]cr.s arc sc'heduled for the
rcmaindcr of the clecade, including xrme
firrm of upgrading ()r expar$ion at most

of the nation s top .i0 airFDns and con-
stnrc'tion of about 20 new airp()rls. These

impm!'emen$ presgnt an array of oplxn-
tunitics ti)r firreign suppliers of airpon
equipment, (r)nstruction and de,sign, and

othcr scrvices.

The country's three largest airpon.s--
serving Ueijing, Guangdx>u, and Shang-

hai---{()gcthcr handle more than a third of
thc nrtir,ns :lir prsscngcrs. N(,t surpris-
ingly, Clrina's most ambitk)us airpon pro-
jccts ovcr the ncx decadc will lx aimcd
at alleviirting airfx)( c'ongcstion in these

three gatcway citics. P()vincial capitals
c()rnc. ncxt in order o[ pri()rity. xnd nu-
nrerous smaller p()iccls at feeder airpons
also apJrar on thc variors lists of airpon
pnljects releasc'd by Chincse ofhcials.

Torgeting Beiiing ond Shonghoi

China's flagship airFx)n, Beijing Clpital
lntcrnati()nal Airp()n. is undcrg()ing its
founh nrajor exp{nliion since l95li. Al-
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reldy the busiqst ,irpon in China, having
handled 11.6 millkrn passengers in 1994,

the ai{xln will add a ncw 240,000 sq m
terminal as well as cargo, parking, and
other facilities, which are expectcd to
double the airpon's capacity. Japanese
govemmcnt kuns will <rrver alput $300

million of rhe total $750 nrillion cost.
Much of thc terminal services and relatcd
e(iuipm(nl is to h('puured thnrugh in-
ternati()nal bidding. In Decembcr 1992,

L(xkheed Air Terminal won the comperi-
tion to dcsign the new terminal and con-
srucdon is expected to hegin by the end
of l/)5.

Othcr pr(,iccts in n()nhern China in
clude an airpon expansion proiect re-
ccntly completed in Shiiiazhuang, Heb('i
Pr()!in(c, 250 km soulhwest ()f Bciiing,
that rnay m(asioully bc uscrJ to back up
the Beiiing fac'iliry. 'Io tlciiing's nonheast,
Taoxian Airport in Shenyang. Li oning
Provincc was granted intcmational status

last year and is actively lobbying for
more air routes.

l-unhcrmore, the impnding exp:lnsi(,n

of Harhin's Yanjiagang Airpon in Hei-
bngiianS P()vincc in preparatt)n for the

1996 ,{sian Winter Games holds panicular
commercial promise for Amcrican firm$,

as it i\ ()ne of six Chincse airF)rl\ desig-

natcd a.s targcls for US-China cfi)pemtion
(stz krx). The Exponlmpon llank of the
United StaIes has pledgcd to supFprt thc
Harbin projetr. ARINC, an Amerien frrm,

has silped a $29.9 million contract to ac'r

as prime conlmdor and expecLs to involvc
about 30 other US fims in Ihe proiect.
Many tiS firms are hopinS that this type of
arnngement will become a m<xlel for thc
development of othcr airfrorLs in China.

Moving dowo tlre c()ast, a p()tcntial
crrnflict betwcen two profDsals aimed at

meeting Shanghais aL traffic needs----one

for expandinlq the existing Hongqiao ln-
temational Airf)n and one frrr a nt.w air-
pon est of the city in Pudong-was de-
fuscd in early 1995, when the ccntral
g()vemm('nl approvcd a maj()r ncw air.
pon in Pudong, alxrut 35 km from down-
to*'n Shanghai. According to the ambi-
tious three-phasc construction plan,
Shanghai Pudong lntcrnati()nal Airport
should Ix ahle to handle 50 million pas-

senger|i and 3 million bnnes of freight
per ye.rr by 2020. The first phase, to he

completcd by 2000, calls for facilities to
handle 12 million pzlrsenSers.

The kmg-term fate of the Hongqiao fa-

cility remains unclear. As it eventually
plans to do with many othcr airfrlrls in
China, CAAC recently relinquishcd mxn-
ilgemcnt conrol over llongqiao Intcma-

ti()nal Airp()n t() the local governnrcnt.
This changc in manJgemcnt has fueled
speculation that the Iocal govcrnmcnt
may $enlrully ckrse the airpon, lrxrled
iust wcst o[ thc city, to allow municipal
auth()rilies to hcnefit fronr c()mmer(ial
land dclekrpment of the Hongqiao arc,a

once thc Pudong airfx)rt p()ject is operd-

ti()nal. For al least the rest ()f this de(rde.
Itowevcr, Hongqiat>-*'hich hantlle'd 11.72

nrillion pas*.ngen in lq94-\ 'ill (r,nlinuc

to serve Shanghai. To mcet ShJnghai's
shonlcnl nccG, lhc tlongqiao lcrminal
is undeq{()ing x $30 milli()n cxpansi()n k)
be cornpletc-d by the eod of 199(r.

Up rivcr 250 km f(nn shanghxi, Nan-
jinli is l)uilding a new airport. Vork on
the Sl.rU nrllion NJniing Nc\\'Arrpon rn

t.ukou, which will evennrally rephce Nln-
jing's cxisting airfx)rt, hegan in carly 1995

and is exgrected to he completed in atxrut

three ycar-.i. l-ike l{arbin's airyon, this pr<>.

;ttt has hct.n urgt.ted hy Chrnvs<,authrrri-

ries f()r inv(.srmcnr hy I'S firnlr.. (;reinrr
lnternational \\.()n the bid l() design the
Lukou temrinxl, $'hich is cxpected even-

nrally to handlc alxrut 8.(r million passcn-

gcrs [xr year. Also within ckrse range of
Shanghai, the popul{r tourisl city of
llangzhou plans rr build a ncw airyx)rt k)
rcplace iLs older faciliry, although this pro-

ied is still only in the prcparatory phas(..

South Chino's profusix ol oirporrs

'l-he growing ccon()mic competition
hctwc'cn Hong Kong and the metropoli'
trn rcgions in neighboring Guangdong

Province, heightencd by the impending
p()litical transfer of H()ng Kong and
Ma(iro te Chincse s()vereignty, is in pan
rcsfx)nsiblc for a glut of large airpon pro
iects in the rcgion. In Guangdong
Province alone, three maj()r airyr)rls now
exist side by side within a 100-km radius

-in Guangzhou, Shenzhcn, and Zhuhai.

A founh, which will l)e the largest of the
province's airp()rls, is jus beginning to be

constructed outside of Gua ngzhou.
Meanwhile, the Portuguese territory of
Macao will unvcil ils own airpon by early
1996 and in nearlry Hong Kong, the huge

airp()n at Chek Lap Kok is srriving f()r a

1997 opening.
Tlris situation has already generated

winneni and losers among the comfxiting
airpoms, and the stakes will climb cven
highcr as new airl$rts come (rn linc. On
the winning sidc, the airF)n in Shenzhen

lhat opencd in l99l is slatel for a nrejor

$4f10 million expansion, despitc thc
grcater compcition it will eventually face

from the airpons now under construdion
in Hong Kong and Guangzhou. Already

the founh busiest in China in l!p4, the
Shenzhen airp()n ha.s derived its success

from the political disputc$ between l]ei-

iing and k)nd()n that have delayed con-
structi()n o[ HonS Kong's new Chek tap
Kok airpon.

Among the early bseri in airporl de-
velopment is Zhuhai, which opencd iti
state-of-thc-aJt airrx)n early this yelr on
the west banl( of drc Pearl Rivcr estuary.
Thc airfprt has attracted few *-heduled
flights and will likely be frrrced to o1rcr-

ate at a fraction of its 12 million-passen-
ger capacity for the foreseeable future.
Concemed by the Zhuhai airport's sur-
plus capacity and Ihe pr<lsprect of cven
more excess airpofi capacity in the re-
gion, tlre central governnrent recendy
asked Guangdong provincial officials t<r

re-evilluatc the province s ovemll airpon
devekrpment plans.

At the hean of the Pc,arl River Delu
region, Gurngzhou is nevt rthelerr going
forward with its plan to huild a brand-
new f:lciliry antl evcnrually ckrse Baiyrn
Airfx)rt, a familiar point of enrry for for-
eign travelers to China. Currently,
tlaiFrn is China's sccond-busiest airFx)(
after Beiiing, handling about l0 million
pas{cngeni each ye-Jr. In c-arly 1995, Bei-
jing appr()ved plans for a n(-,w airpon
serving Guangzhou at Huadu, about 30
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sorne claim to BaiFn Airpon, can work
out an agreemcnt over how to share rev-

enuL's from land sale's. The State Council
is expected ro help scftle the (ivilian/mili-
tary dispute ()vcr llaiyun latcr this year.

Authoritics rvill scek the rest of thc
needcd clevrkrpmcnt firnds fr, rm foreign
investors.

Chinese Airports
Seek US lnvolvement

ln August 1994, thL'(lenc'Bl Adnrin-
istration of Civil Avialion of China
(CAAC) and thc Iis l)cpirrtmen( ()f
Conlnrcrce signcd r le[er of ifllcnt
pledging t() "cq)lx'rate in p()!r()tin!l
the paniciprti()n of Anrt'ri<:rn conrpa-

nics and relcvant organiz.ations in the
c()nstruclion irnd fin:rnr'ing o[ vlri<us
airp()rts in China." ]'hc tkrcunrc-nt ftrr-
ther idc'ntificd six Chincse airports as

targets for invcstnrcnt I)v Anreri(ail
crrnp niijs. Thesc aiq-rons are:

! Cuangzhotr Ne\\' Internatir)nrl
Airpon

I Shangh.ri l)udong Intcmati()nal
Airpon

I t\rzhou Chunglc lntem ti()n!ll

Airyort
I Hxngzll()u LIem i(nrxl Airyx)n

I Ilarhin l':rnjiagang Airlxrn
I Nrnjing Ne\ Airfx)n

(;rcin(.r InlcrnJli(,nll hls :rlrt.lJr
been choscn to do tlesign wrrrk on thc
nc\\'\iniinlt tcmrinxl. ARINC I s lx\.n
selectccl :rs the gcncnl crlrrtnctor fcrr

thc tlarhin Yirnii gnng Airp()n pt()icct,

n'ith the suppon ol thc lixgrnJmlxrn
Itrrnk o[ thr' I nrtr'(l sr.llc\. scrrLhi,rS

Iirr rrdrlitionll financien .rncl .ufrplrtrs.

CAAC h()pcs 1() scncl delcgirti()n lo

the tlnited states in August 1995 for
discussions on these and other. pro-

ie(as.

-Madelw 
C. Ro..s

l'or infirrmation on the
()f riryr()n p()iects in China,

cstcd p.rniei sh(ruld conta(1

coNrAcrs

slillus
intcr-
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km outsidc th(' city. The proposed $2

hillion invcstment nrakcs Guangzhou
New Intemational Airpon at fjuadu the
most c.xpcnsive airfx)n Proicct cunc,ntly
underway in China. Autlx)rities arc un-
dertaking feasibility studies ancl are plan-

ning the rc.settlement of somc 13.000
people who will be displaced by the
proje<r. The finit phase of the project. tcr

lx completed in 2005, calls fcrr the facil-
iry to accommodate 27 million passen-

geIs and 740.000 t()nnes ()f cargo each
year.

CAAC and the Guangzhou tnunicipal
govcmment will provide atxut one third
of thc funds for GuanSzlxru Neu lntcma-
tional Airpon. Land devckrpment at the
Ilaiyun AirJx)n site is cxpt<Ied to supply
another third of the money for the nes'
airrx)n, p()vided that civilian and military
aviation authorities, lxrth of whonr have

The inlond regions of

Chino ore olso

struggling to keep up

with the notionol oir

trovel frenzy.

Also in southem China, two new air-
p()ns on Hainan lsland will help mc.et the
demands of the island province's eco-
nomic and tourist boom. The island s

southern city of Sanya opened ils intema-
tional airF)n in 199s, while Haikou. in
thc north. is planning J nujor new arr-

grn to replace the small existing facility.

lnching olong in fie inferior

Though less frequently vi-sited by for-
eign businessper-rple. tl're inland re11i<rns

of China arc als{) struggling to keep up
with the national air travel frenzy. In
Sichuan, Chengdu's shuangliu Airpon-
already the largest airpon in southv'est-
em China-is the site r:f a nuior cxpan-
sion proiccl that q,ill add a ne\\' 60,000 sq

rrr terminal building and J new taxiwlry,
as n'ell as cxpand other faciliries. Anothcr
destinati()n fecling the pressure of eco-
nomic devek)pment and eager t() att$ct
visitors is the city ()f tlrumqi, China s

wcstern gatcway in the Xiniiang Au-
tonomolrs Region. An expaosion of
Llrunqi's Diwopu Airpon, expecred to be

conrplcted hy 1997, will add a new run-
way and a {7,Un sq m terminal.

ln thc central province of Hubei, cx-
pansion <lf fianhe Airfx)n in the indus-
trial city of r|fluhan was completcd at the
cnd of 1994. 'Itre pnrvince will also add a
nujor ncw lirpon in itr wcstcm r(gion in
Yichang x) promote economic develop
ment ()f the rcgion and supfx)rt q)nstruc-

tion of the massive Three Gorges hy-
dnrlxrscr pr()iect ()n the Yxngtzc Rivcr.

Consrucdon of this airpo( s 12,U)0 sq m
tcrminal is to be c()mpletcd in 1996.

Finding the cosh

Although CAAC cannor bcgin to fund
all of the nation's mirny airpon preie(a\.

il !\'ill supfx)n alxrt( l dozcn p()iecas in
thc ncxt t$(, ycilrs. giving priority t() rir-
fx)ns serving intemational and trunk pas-

scnSer ()utes. A CAAC mandate in the
l9u0s tumed much of the responsibiliry
f()r rirpon de,vekrpnrcnt over to local
authorities, leavinlE them with dre diffi-
cult challenge of anracling ()utside devel-
r)nmcnt funds. Ilccause tcw of Chinas
airports actually turn a profit and mosl
rcly on govemnrnt subsidies t() operdtc.
thc"y currently present a less than attrac-

tivc opfx)nunity t() foreign investoni.

llut tlre outl(x)k firr tlre airpon sector

is not ell bleak. as economic develop-

Mi( hrel \rcl)enrr(rl
tls Enrbirssy in U.'ijing
Tcl: t3(r l0,i 5,'12--itl-J I
Iru: u610/532--1297

Xu Cunxin
Direoor General

Capital Consrudion and Airpon
Department

General Administration of Civil
Aviation of China

155 Dongsi xi Daiie

Beiiing 100710
-lel ffi10/ 4Ol-2233

Fax: 8610/4ol-llM
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ment and expansion of cargo traffic may
make Chinese airporls m()rc ec(,nomi
cally viable in the near future. In addi-
ti()n, the emcrSence of a real estatc mar-
ket in nrany pans of China during thc
1990s has allowed some kral authori-
ties, like thrrx in Zhuhai, to finance air-
port pro,ects through land sales. Plans

for the new airports in both Guangzhou
and Shanghai ioclude provisions rhat a

poni()n of thc proicct funds be gener-
ated from land sales at thc older airpon
sites. Other l(^:alities havc gone (() the
State Planning Commission seeking exra
funds or are ruising funds through taxes
()r thc f()rmation o[ l()crl invcslmenl
groups.

A gr()wing sharc of funds for xirp()n
development is coming from forcign gov-
ernment loans. In the 1980s, a Kuwaili
kran to devekrp the Xiamcn airpon in Fu-

iian P()vincc wa.s among thc first ()f such

k)ans. Sinc-e then, Kuwaiti govemnrent-t(>
government l<>ans hlve also helpcd fi-
nJn('(r tE() snlallcr :lirp()rts in .liJngxi
I,rovince, while Japan's Oversens Eco-

n()mic C(xtperili()n !-und has all()(Jted
funds tr: l nurrltr of rlirpon pn)jrrls. rn-

cluding thox'in Ileijing and \(uhan. Thc
l-rench government suppliccl funds for
ll{inan lshn(l'r' san}r Airfx)n. As f( 'rcign
comnlcrcial c(nrrpetiti()n in China s airB)n
<lcvckrpmenl lreats up, forcign govern-
nlcntr Jre l)((ominH inrrcasingly in-
volvccl in nllking cr)ncessi()nal or tied
loans to slxcific airfx)rt p()iccts l() sup-
port lheir country's cquipmcnt and Ser,

vice p()\'idcni.

Prospects ftr brefun involvEm€nl

In J nl('\'(. 1() Jnr.r('t pnvxlc f(trcign in-
vcstnrcnt. CAA(I issucd thc nati()n s first
gutdclints lirr krreign rn\'(stmcnl tn Jir.
ports anti olhcr aviati()n p()jccts irr the
summcr of l(Di. Thcse ne\' rulcs the()-

rctically Jllow ioinl \,enturcs ifl flight tr-
c.as including xirfx)n runivxys. tJxiwa,vs,
.lprons. .rnd liglning i'ystqnli.. :rnd rtquirt:
the Chinese partne(s) to hold at lerst a

5l per(cnl stakc in thc investnrent.

Vith speci:tl government appnrvll, firr-
cign cntities can also invest in 'lxnd-sidc'

tacilitics. including passengcr tenuinxls,
frt ight storr'hrrrt.cr. gr,runtl .cn rt'c.. lir-
craft nl:lintentnce :rnd caicring opera-
tions, guesthouses. rcstaurunts, ancl fuel-
ing ()pcrati()ns. These ne*'rules arc
disappointingly vaglrc in a number of ar-

cas, howcver, and fail to clarify whether
foreign investors in thc rl,iati()n sect()r

will rcccivc the sllnlc trentn'rcnt xs forcign
invcst()rs in othcr scct()rs or thc lirnrc
trc'!tnrent :rs (lonrcstic xvi:rti()n cntities. A-s

a result, thc rcgulirtkrns hill'c rlicilcd ()nly

rnil(l int(r(\l uncl liu crrnr'rrtc f,rrciln
inili i!'es to datc.

Although foreign resfx)nse to tseiiing's

invilation to invest in airpons has been

tepid. sules by fore'ign { ompanies k) xir-
pxrns in China have begun k) pick up
speed. Recent deals include Shenzhcn s

$470 millbn contract with a Dutch airfnrt
lrrnsulting company l() design expansion
plans for the airfrcn and a $t50 million
conlract bets'cen CAAC and a Swedish

firm to c<lnstruct a hauling system for
Gulngzhou New Intemational Airfrcn. In-
tcrgraph Corp., an Amcrican finn, recently

sold a $4 millkrn au()mated flight infor-
mJlion pr(ressing syslcnr t() llcijing Capi-

tal Intemational Airpon that will become

thc centcr of a flight inf<rrmation network
<rrvering all thc nation's civilian airfx)ns.
A(('(,rdin8 to (:AAC, in lg9{ (:hinJ im

1x,ncd $.t1.5 nrillion d()lh$ wonh of uir-

lxrrl ground equipment, including gnrund
power units, loaclers, airheld buses, de-
icr:rs, and fire-fighting cquipmcnt. Other
grxxl prr*pec'ts for salcs in the nelr teml
in(luJ(.rirp()n ( (,nstru( rx 'n rrnd dt.sign
sen'ices, communicati()ns an(l ait traffic
control equipment, rnd equiptncnt xnd
(xp(nr* in thc JrcJs ('I tlrgo hantlling.
fucling opcrrtions, ancl :rirp<>rt safety and
i'(( urity. t

As sistance...Financing...
Entry into the ChinaMarl<et

> [f you are a manufacturer in the
Information Technology field

> I{ you want to enter CHINA, the world's
fastest growing market

> If you are planning to form a joint venture,
or would like to secure venture financing

Then call or fax:

Teh 4151286.2796
Fax:. 4151286.2790
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The Close of Round Two

-

Chino ond the

United Stotes sign

o losFminute

ogreement, but

odequote protection

o[ intellectuol

property rights will
depend on lurther

cooperotion

n Fc,l)ruary 26, tY)5. thc final
bcll soundcd, narking the
end of another round of
hcated disc ussions bctwcen

tlle tlnitcd Statcs and China over pirJting
()[ t]S intellectual propcrty rights (lPR). In
its ()pcning punch last Junc. the tlnited
StJtes thrertencd k) irnF)s('{iff tariff,' t()

rrtrliate f<rr lost I IS srtcs duc k) copyright
inlringcmcnts. tlciling retumcd the bkn'
l>y charging tht' l nit(d slalcr' widr tryins
k) img)st its \7cstcm, devckrped-ccon-
omy stanclarcls on China.

Afrt-r nr()ntl)s of ncgoti:rti0ns. Chinu
cventullly conccdecl to IiS dcnands,
tlx)ugh it remains to l)c seen \r,hethcr the
finrl agrtcnrcnt (()nstitulcs I knrxkout of
IPII pira(y. Necding LTS suppon in its bid
to ut'cctje lo tltc Vi rrltl '1ru(l( Or8Jnrz;r-

tk)n (\0'].o) antl eagcr r) avoid a nasty

antl expnsivc tr.rde $'xr. Chin:l irgrcld k)
shut down 29 lirctorics wlrere rnillions of
crxnpact discs ((lDs) $ere lx'ing pinrted

cach ycar. ln the Fchruary agrecnlrnt,
llciiing llvr prorttisccl t,, (J\( r(stri('lr(,ns
on Chincse inpons of legally pr<xluccd

au<iiovisual pr<;ducts lionr the tlnitcd
states. irnpr()vc bor<lcr enlirrccnrent,
share cnli)rccmcnt efh)rt dillr with thc
tlnitcd stxtes, lnd estrblish u sYstcrn of
p.rmts ilnd liccnses as a funher chcck
againsl pimcJ.

l:or its pan. Waslrington pronrised t<r

work willr Bcijing to improvc ChiniL's

:rlrility t(, pnrtctr II'R. A\ r((cnt pul)li(it)
rrrr'r tlrt' re<rpcnirrg ol sorrrc u[ tlrc in
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I Arthur Wneburg

t Arthur Wineburg is o porlner in the
Woshington, DC of{ice of Pennie &
Edmonds ond is ediior of IPR Profection
in Asio, on onnuolly supplemented
report on intelle<tuol properfy low.

fringing CD factorics sulllt('sts, thc lonl4-

lernl success ()f thc xgrecnlcot will de-
pend on China s ahility to lirllorv through
on rcgulabry refirnns and remain com-
nritted to enlirrcing ll,R pr)tc(li(rr.

Why inrcke Speciol 301?

trs trxdc p()lic] rcgarding IPR protec-
ti()n p()vides f<rr srvili, strong action. lh-
tler Section -Jot of the 197.i Omnihus
'l'radc Act, the tlnilcd Slatcs'l'mdc Reprc-

sentrlivc (trS'l'R) <an lrxlge a cornplaint
against any (()untry it l)clicvcs is con-
ducting unlair lradc pru(tices. Thc Slx-
ci:ll .i0l pr()\'ision of thc la* atlclresses

lredc protrlrnrs spccificrlly rclirtcd t() Il,R
violari()ns l)\' sctting rules. rcquircnlents,
lnd clclcllincs tl1:rl ()stensil)ly linrit thc
exe(uti!(r l)rilnch s (liscreli()n in (letr.r-

rnining retalixt()ry rncesures-lntl thc
li )reigll c()untnrs ahilitv to tlclat or dcfcr
pr()te(Iing I iS ll)R.

Sin(! it $'xs first cnrplovr:d in l9ftij. thr
blr.rnt club ol Spe(irl JOl has pronrptc<l

l]]!tny c{)untrics, including (lhina, k) cnx(1

II'R lJ\\\. llut in corrntric's sltere the la*'s
are promulgltcd nrt,rcly lo.lv()id LIS

lradc slnctions. lhe c()nrnilnrcnl t() en-

lirrcc thcsc, hrvs anrl securc lme ll)R p(F
t(^(ti()n is (ricn lacking. tlS'l'R vicrvetl this
hck ol' <'onrnritnrcnt r(, lx. :r pn,l)lcrl rn

(;hirr. Alth()ugh ilcijing signcd a bil;rterul

Menrorundunr of t lndc.slrnding (NlOt')
in.J.lnuary 1992 xnd l)egxrl pron)ulgating

II'R laus. thc atrscntc ol'rclequltc en-
li rrr crrrcnt rendcrccl tlrc las s inrl l'c,cLivc.



Bccluse Spc(ial Jol vicws inarler;uatc

IPR protcctioo as x markrt l)arricr lo [iS
cxponi, countrics thirl fail k) proted []S
ll,R c<rrrld bc clenic<l acccss to the [l5
nlarkcl. If tls'lll juclgcs a count4'to be l
Prime oft'endcr of IPR-a priorit) c()un
tr) -lhe.()untry has ll30 da1,s after
t lSTIt s 6nal mling to accecle k) llS sun-
<lards or facc rctalixt()ry tnlde n)clsurcs,
rrsually in the f<rrm ol punitive tarifls.

Estimiltes tlttotc<l b_v tISTR iUickc-y

K ntor sugltcst that illicit crpying irnd hrt
sales in China cost tlS businesses morc
lhxn $l hilli()n cach ycar. Thc, figurc tkxs
n()t in( lude slles to third-country Drlrkets
rvhiclr purch:rsc Chincse etJ'xrns of <rrun-
tcrfeil goods. As (lhina s tllcle srrrplus
\rith thr t'nit(l Statcs continucs t() 8()$'.
l15 tolcrance lirr suth krsses is dinlinish-
ing. tlS p()([rccrs rnd trs'l'R denlxnd tial
(lhinl providr thc sxnlc dcgrcc of IPR

proteati()n :lnd iL(ccss to (k)nresti( mar-

kets f<rr US cxpons xs Ihc linited States

proviclcs Cltincsc grx rls.

Slow progrcss

Dcspite Slx'( ilLl .l0l s p()visions li)r en-

cour.rging II)R protc(ti()n. individual larvs

llonc oficn (ilnnot stcln thc pir.rting ()f
I s-pr,\lu(r(l A,xtl:. rn (.lrinrr Il lteijinl
l()pes l() a((c(le n) tl)c \vl(), hoqcvcr. it

llrust kgin to firllo$ the I'rade Rrlarcrl
Aspects o[ lnlellr(1u{l Pr()l)ertv Ilights
(TRII'r) guitltlincs set frrrth hv thc
[;ruguxy R()lrn(l (.rcc 7r(,(,7rR, ]Vxrch-
April l1)95. p 25). (:hin.r's progrcss ()n thi\
lnrnt llrs ltcn skrq, hou'cvcr, Iirr thrcc
nlxin rc:ls()r'rs: x (()ncepti()n ()l ll)ll iil
,rlLI. \\rtlr l\ vrL,\\\. \(\l(\l int(t(i.t\ l

rtruinlxlning lhc st:r1us qLr(). lncl thc lark
()l x stll)ng jutlieial r1'stcnr.

In (:hin:1, I)rivrle righls histolicelly
hlrrc ltt.n sulx)rdinJlc t() \\lt:lt is r()nsi(!,
crtcl to bc in tltc lrtrblir.'s intclcst
\\'hcrc.l\ V!slrm s()(ictics len(l t() rc-
sl)e(1 indi\i(lu l inn()vxti()ns rs privxtc

l)r()pcrlv. Chincse s()cietv \'ir\\'s inn()\'.r

ti()n :ls x pul)lie 8(x)Ll.'lradtlt(ntxll\'. (()p\,
inr{ in(livi(luul wrrrks has hcen u lcgiti-
nlirte \\uv t() le:Lrn and sh:rrt, knot lctlge
(lop)ing is not decmc(l to lrr nrorllly
Nr(rrg. (;ivcn this lx,liei. nluny (.llin!'sc
oflici:rls hlrt. l:rile(l x) un(lcrstan(l tllc rrr

gr:ncr' oI pnrlctting II'll.
{.tr,,nJ ob.trr,lc t,,ll)H pr,,rr11xrn r\

nol neccssarily (ultuirlly d(rive(I, l)ut hxs

its b:rsis in th(' \'cst(l inter(srs ()l I)R(- ()f-

fir'ials. l.ispeciirlly tluring thc cconotlic rc,

Beiiing hos promised

to creote on

effective border

enforcement system.

fornl peri()d. g()r'crnmcnt officials have
prolitccl from al)owing or cven cncouu1l-
ing II)R vi(rxtions. Ne\\'s refDrts suggcst

thal q) pcrcent o[ govemrnent olfices use

pirated LIS computcr soliware. lirr exum-
plc, antl tlrat sornc ofhcills arc inv(rvcd
in vcnturcs that illcgally reprrxltrcc filnrs,
sountl rer'orclings. anrl comprrter soft-
warc. Vith tlrcir rlrvn financial inlcrests lt
stitkc, kxitl ofh<i:tls arc Jpt l() ilin()re Il)R
!a$'s. lhtil otfrci:rls can bc convincecl of
tl'rr irnportilncc of pr()tcclinS IPR, cn-
lbrccnrenl u,ill be shalkrrv and Il'R \r,ill
renlirin a s()urce ()l liicti()n.

M()re()\'(r, the hck of l strong. intle-
pendcntly Iunctioning judiciirl systcnr :rls()

prcsents pnrblenrs firr efli,ctive IPR pro
tcclion. Alllx)Lrgh ChinNs Pl1cnt Ofli(e
hes tried to xugnlcnt thc a()Lrns rl)ilit\'l()
hancllc IPR cases hy estahlishing u spc,ci:rl

intcllcctrul pr()pcnv tribunJl. 1^-rsonal rc-

lationships lrc,tn ecn jutlgcs, laultrs, lncl
ll)ll ollt'nclcrs (,ficn irnp(lc unbilsecl nrl-
ings. llcijing hls. hoNc|r'r, attcrrrptcd to
strcngthcn cxisting llws rnd has bcgun to
lllloN in\'()lr'(mcnt bv n()n-gor'crnmtnl-
orvnccl pulcrtt lau ltms to rcprcsent th(,

riglrt' h,,IlLr. ln 11('rnl nn,nllr\. :llrllx,ri-
ties lxgrn instituliog crinrinitl I)(DJlties li)r
ln(lc,ri k rir)l.rtirnl\ url.l rcvr.crl .r prtrr-
,rrrs (.lrincsc l.rt{ I, tu,'ognrze tr)h,mtillx,n
collcrtccl bv ii)rcign righls holtlrrs or thcir
reprc\cnt:rtircs :ls evidrn(e in inlrinE('
nr('nl ('x\(\. l'reri0trsl1. r,nlv inli,rrn.rlu'n
L()lh'rtcrl I:r F,^( rnrr)( r)l-,rullri,ri7(\l i,t-

\restir.lirt()r5 Nlrs I)crnlillccl lsee 'll1c (,llll.
Novcrnlrr-l )ccenrlrt r lDr. p.9)

Moving oheod

'lltc l-ebntan lq)5 xgrccnlcnl stck] l()
eliorinute tltcse syslcnric hltrricrs to lrclc-

qurle IPR pr()tecti(rr lrv lxxrsting enfirrtc'
rrrcnl ntc,clrlnisnrs. Thotrglr thc.l:rnrrirry
l99l \lOlr Nitlr lhe I nited Srrtr:' rc-
quircd Chinx t() c\tcn(l p:lrenr rights I()
philrn):lctjLrticrl prorltrcts rtncl ahcoricxls
and t{) extcnd coplright protec'tion to
c()rlrPLrler so[tr,'.1re, lilnts, rn(l roun(l
rc(, 'rLljng\. tlre Il( )l pr,'rc(l rnclli.(tr\(
lrr'r.ttt.t' it l.tckfll :rn (rrl,,raerrr(nl r(8ilrr(

Chincse pr<xluccrs by end large ignored
tlr(' slipuhtion\ rrl tht \lOl :rnd ((,ntin-

uc(l t() piritte grxrcls ( *,t, Ihe (,71,i?, M:rrch-

April 1!x)2. p.9).
-lltis ycar's ilgrecnrent cstlblishtd a

Sl,t'ci.tl I'nforct'rncnl lr( ri(,(l ( ffc( tr\ c
tllroulih Scptenl)cr 1. lD5, as Jn innrcdi-
xtc instnlnrent 1() c()untcr the Piracy Pnrb-
lems Thc Chincse gr)\'emmcnl hlts tl{rcccl
io cluc down llctorics lncl <lcstnry lny
rr).r( hin('D nnrr.rrilv u.ccl trr l:r,,tlLrtc rn-

fringing pnxlucts during this pcrirxl I]c-
cruse thc ultinlxtc auth()ril\' t() c:lm'{nrt
rnli-pirJC) raitls Iics rvith klal govern-
nrcnts. thc implcrDentxti{)n of tlrcse ntea

surcs nill cle;rntl ()n c(x)pcrtli()n h) l()('Jl

olhcills. wlur arc nol require(l to rcport
lhcir ircli(rls l() ccntrill-lcvel ilutlx)rilirl

[]n(lcr the rrgrerrrrcnt. (lhinlr lrlso
i8rccd t() Proox)lr grcltcr acccss frrr ['s
cxpons hy' re([r(i!]g irup{)n l)irnieni. l)rior
to lhe l9{)5 :tgrccment, PR(l (luot.rs rnd
otl)tr trrdc reslrietions lirnitetl the irnpor-

tali()n of legitinlxtc grxxlst sales of pirrtcd

l.t(x)ds thrived l))'lillinE thc shortlill in
\ul)Ply. In:r l('lt(r t(,lrslR K.lnl,,r \'lrni{-
tcr lrrr lrorcign liede encl Econrrrnic (ixrp-
cra(ion Wu Yi con6rorccl thill (]hint will
lilt nunl' of thcse p()t((tivc hlrriers :rnd

\\'ill pcrr)lit lhe (stalllishrnc,rl rrl Sin(}-tlS

ioint venrrrrcs in (()nlputer soliu'lre lrnd

autliovisu:rl pr()ducts. Chinx s'ill lllon
thcsr !,trllures il)nnc(liirtcl,v in Shtnghxi,
(irrlngzh<ru. lrnd re\,cflrl ui()r cities und
qrll rrll,ru .rrilr \(,nur(\ in l-{ {nll(.r (iti(.
ht' the ,,t'er l()(x). lJciiing (lid n(n in(li(xte
rrltirlr , ritt'ti:t rrrll lrc rr:r'rl L, (l(l(llinL
rrlrcre colnprrtcr solirrlrrc lntl lrr,rdirrlisrrll

i()inl vrnltrrrs crn lt $lill)lislte(1.
l:inilllv, k) p.(nD()lc cnlirrccntcnt ol ll)R

inliingcnr(nl. il fl paqc Acrion I,Lrn [rrr
IlIlc(livc l)r()lc(li()n :rn<l []nfirrcenrcnt ol
lntr.llcrtrlrl Pfi)p('fi ltilahts sus prrrnrrl
girl((l (&,(,hrr). Chinu hopc's to lirlixv
lhis plxn ()\.cr llrc nc\t Iltrit(. \'cxrs t()
ttunsf(lror (xistinll LL$'s into cllcclivr co|r-
1r()ls ()n (()nlntc,r('l;Ll c()nclrrct :t|rrl prec-

titc:'. Altlrough llcijing hrs pror icltcl a

l()ng list ()f str,l)s it \\'ill takc to prolc<l
Il'R. lh( tnrc c\t( nt (,1 llli\ (.,r)lrriur)(,nl rs

still in (lolrl)t: lltorrgll I ISTR inln)cdiittcly
proridctl en Iirrglish'l:rnguuge versi(nr of
tllc phn. ltcijing lppxrcntly ILrs no pluns

k) issue .l (lhincsc v.'r\irnr.

l,,ong-lerm gools

ln rd(littD to rdclrc:'sing prcsent (rxl-
ccrns rcgarcling pirlrcv xnd ll)l{ pr()lcc-
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cnces will l-)e crxrrdinatcd al the p()vin-
cial and kral levcls. l'ircse gr()ups. c(mr-
prisctl of leprescntatives frorl the Nx-
ti()nal (i)pyriShl Administr.rti()n, strte
Administrxtion lbr lndustry xnd Conr-
,ll(.r('e. I':rlcnt ()ffr((. (:u\lrn)r. Adrninrs-

trali()n, xnd lcral policc units, \\'ill li)rtn
task forccs to i,npleDrcnt legislatit>n ancl

rcgulati()ns lrnd carr, (\rl enfirrcc'ment e[-

fi)rts. Thc lxsk lirrces will ht'alkrwed to
(nlcr Jn(l scarr'lt :tnt' prctt \(':'. rc!i(q
b<xrks an<l rec()rds f()r evidcncc ()f in-
fringement, and se'izc suspc.led g(x)ds

rnd matcrixls. In xddition. thcy will lt

A Plon for Action
Tltc lolkttting is .tn cxceaPt of tbe .4c-

thi I'lin Jir Effcctltc l\\lectior dnd L:n

for<ct otl of lntellcctual l)rqrerfi Rights

!'bich ctplx'arcd .$ a,t d tl4:-y h the lls-
Chttut IPR.4lltwfiet ctttclu.Ld on leb-
ruan' X\ lt)9i.

Since inliingenrent of intcllcctuul prop-

enl riglrt-' (ll'R). llr(ludrlg (()plright l)ri
vacy, paIcnI inlringentcnt, trarlcntark
cr:trntr. rfeiting. :rnrl trnf:rrr (lrnlklili()n. rs

p(rhihitcd in Chinu, thc Slatc (;()un(ils
Vorking Conli'rcn<e (ln Inlclledual Prr)p-

eny hls deveklx'cl this A(ti()n ['lxn t() cl-
Ittrivcly <ruck dou,n orr infringcment of
ll'R in Chinx. Thc pcople s govcrnrnc l\
of provinccs, dire(Ily i(irninistcrcd Inu-
nicil)xlilics, llut()n(rm()Lrs regions and
citicls (hercindlicr "strl>ccntr.rl [:l'cls ). us

*'cll rs govcmnrrnt nrinistries:rnd rlc'
p flnlcnts ilrc t(r l)lniaipalr in thc sub-

strntirl rcducti()n ()f ll'R infringcrne l

thn)trgh cllcctirc inrplcnr( ot:tti(nr ()f this
Acfi()n l)lxn

'lhis A(ri(n Pl:rrr srts lirnh hxlt inurt'
di:rtc und hrngcr-tcflr) projcds lrrr thc ctl
fcclive rnlirrccmt,nt ol ll'R throrrglt tlrc
ercrc isc of cxisting rn(l cxpltndrd :tLr'

thorilr. 'lhe kc1' shon-tcmr projccts of'

thi\ A(1i()n l'lln inrlLrclc tl)( instiluli(n] ()l

a sBcial cnlirr<'cnrer'rt peri()d. l)uring lhis

lx'ri()(1. inlcnsi\'( .uttrn sill lx tlkcn t,r

in\,(.sligarc uncl Prrnish inliiDs(.nrcnt ()l

ll'lt. l:rrgcting efli rnr ol) .rtr';rs sitlr high
lerel inliirrgtrncnt :rncl uctions lgxinst lllc
rnJnLllrdurc, rcprtr<lrrttirrr. :rnd,.listrilrrr'
tirrn ol inllinling D|rxlLrcts.

l-(,nB-t(r]l (J i v(,xrs). srrsl:rint,rl tn
lirrtrrntnt rvrll lrt cerrrctl otrt lry tlrc

State C()uncils Vorking Conference on
I[)R, other working confi'rences on intcl-
lcctual pr()pcrty. enforccmcnl task
li-rrces, antl ad lxx gr()!ps, rvhich will
crxrrclinatc, and work togcther to provicle

elTcctivc enforcentcnl of IPR lnd pun-
islrnrent of infringement wilhin cilch
sul>centr:rl levcl ancl rnong them. Ad-
nr inist litl ir )n:'. rnrluding tlr( Chint'sc (irs.

t(nlls, StJtc tlt,until rlcPannrqnts, p{,lir'c.

anrl <xher relellnt agencies lvill also
ptlrliciprtc in providing effcctivc cn-
frrft ernent of IPR.

Thc \florking (l()nference is r'ornprised

l)[ thc \t:rtc (:(nrD(il ' (lcpiUlll)(jnl\ rn

r'lrrtrgc rrl scicncr,, Ir'.1rnrrl,rgr'. forcign
tr:rtlt and trr rrr rrrrit ( ( x)lr r.rti(,n. Ii )r( i8n

lftlirs, prrss and puhlication, culture.
lrr)adcrst. lllrn, tclevisi()n. justicc. public
sc(urity, pxtenr. copynglrt. inclustrial lnd
c<rnrnercilrl adnrinisuirli()n. anrl (ltrstrxns.

ls u't'll as thc (lcpartnrcnts in clrargc of
rclcvant in(lustrics. It u,ill clircct:rncl crxrr-

tlinale tlrc sork of intelL:ctull propem
lrrking urnlerr:nccs s() tlul ( lli-clivc cn-
f()rccnlefll is achicvcd thr(xrIlr()ut lhe
(1!untry.

l he St:rte (irurrcil W(,rkinl] (i)nfcrc|l(c
uill iss!,! tlirc.tions t() thc \uh-c('ntrJl
Ic.r'cls crxrrtliruting and gui(ling Il'lt. tt)

li)rnrul:ll( ilcta()tr pl:rns ancl $'ork prrr-

l.lr':Iirs in ll]ef r^r'n ltx:rlitics li)r cl,i(tivr
t.rrh rrrr-rnt,nt ol l;rss on II)R :rs *cll rs
pl:rns on pn^'irling inli)rn)ilti(n and ((iu-
.:rli(n ()n IPR. liuch Phn or u'ork Ptt:
gnrrn shall prolrrlc lix ,.lli'ctirs llrv cn-
lirrct cnt. rlirrinrrte interlcr'ntc' bl' kx.rl
p()lreli()r1ir,n]. ;rnrl rnrttrr: c()rtrplctr' lrntl

cffcctive implementati()n and cnforcc-
nrcnt of the li*'s an(l regulations ()n IPR

in thc rcspective ltxality.
Each pxni(ipanr in a task fi)rcc slull

givc ilssistance k) ensurc effeclivc cn-
frrrccmcnt and is m{ allowcd to rcfus!' to
provitlc such assistance. Thc pcople's
g()vemmcnt-s lt each lclel shall givc nec-

csslry guar.rntccs in terrns o[ Jrcnionnel,
working cxp.nx's. JnLl (r)n(litions t') inl-
plcmenr this plan.

All suh-<'entcal level intclle<rurl prop-
cny Prot((tx)n Jnd L'nf()ft'cnr(nt Jtrlhori.
tics panicipating rn drc enfirrcerrrent task

lirce u'ill undcnake ugqrcssivc ex offrcio

ilati{)ns (J(tir)ns on thcir,)\\'n tulh()rily
without requcst from a right holdcr)
lglinst lll tvpcs of inliinlqcnrcnt of II'R
llnd invtstil.lllc all <r.rrDplainls frorn right
holdcs. thcir tuprrsrnlrtil(s or thcir cx-
clusive liccnsees filed with the rclcvrLnt

rdnrinistriltivc rgency.
lrorcign an(l donlcstic right h()lders

nrut ,'rrlrrnit ;T trti(,n. for rn\'(\lil.l.rlr()n\
lnr.l enli:rcstttnt acti()ns t() ltn cnlirrcc-
rnent task firrte hv addrcssing thcnt to
tlte contlct fxrs()n ilt th t tlrsk [<rnc Peti

tiorts sltlll lx J((el)tcd icc()r(ling t() pull-
lishecl. rrnif<lnl oilcriir thrt lrt linritcd k,
(l('tcmrining $h('lh('r tllcrr is rc!sr)n t(,
lrrlicvc tlrlt thc petili()ncr i\ thc right
holder and thcrc is rqrs()n to lx'licvc (n

\usp<t thal r rigltl h:rs ltcn or rnat'ht,
infringcd. Witllin li (lirys (,1 thc r(,(cipt
()l lhc l)clili()n. thc l)ctili(n1cr n)ust l)('n()-
tifi(d llul thc pr'titil)n hls lxcn acccpttcl
rn. il il is ,1()l lr((el)te(I. n()til'lc(l in \\'riting
ol tht :'Pt< ifir, rt;rvrns lirr its rclitsal.
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tion. the A(Jk)n I)lirn c()r)trins rncasur('s

aiot'r.l lt t rcaling instiluli()nal slRrcturcs

rnd il(liviti(s l() (nhan.c IPR cnlirrr.(
nlrnr .ilpxl)ilities. \one :rrc tixrlpr'<xrf. lrrrt

cach .,ets tllc foun(lrti(,n lirr lirnher rle-

vcIrpnrents Tl'tc k)ng-trror elcrricnls ()f

the A(r()n l'lun inclucler

! Irf,stitutionallzlng IPR protectlon 'li)
lorrrr ll)I cnf(,r(crr)cnl (l'li)rl\. .l \l.llc
Coun(il w()rking a(mfi'rcn(e u,:rs esllrb-

Iirlrctl to l,rrrrul.rtr' ftttrrrc tPl{ lx,lr, rr''
.rnrl ,rvcr.ct' llr,- ir itttPlr'rrr,. rrt.rti,rrt
lhr()ullh th( Slxte Scien(c encl 'lichnol
()gy (l()nr0rissi()n. sir)rilxr \\'()rking crDlcr'

xulh()rized t() itlrpose fincs and rnioin
production. Il :rucliovisual l)irxq' rs sus-

pcctetl, the tlrsk firrtcs are xlso aluth()

rizcd lr) rc'v()kc thc [x( tor] s prorltrction

l)emrits.
'Ihc cllectivcness ol thc tisk for(cs $'ill

rlcpentl on kxal ofhciels u'illingness t<r

(llrry ,,ut tll( \\orkinE rrrrllt rent c:'' or-

drrs. S(rne locel Chinesc olficiels uto
stxnd to gain li(nn c(nllinuinl{ piflr(y n1xy

tJxxrx' rr ign()rc thc clccrccs. Morcover.
elthough any rights holder nrry pctition r
t.rsk f()r.e to investiglte allcged IPR in
Iiingc'rncnts, Ihcrc d(xis mrt rtppe:rr kr lx'



a deadlinc for action once a pctiti()n is

accepted.

ln addition to the working confer-
ences, the Action l)lan crcated an elabo-
&rle' systen of muki-iaycrc.d vcnical and
horizontal bureaucrutic g()upings to dis-

courage IPR infringement. Vithin c,ach

group. specific industries are respxrnsible

firr a givcn area of IPR p()tecti()n, but re-

sfx)nsihiliry among the groups is diffuse.
No one organization is complctcly re-
sponsiblc for IPR infringemcnts if and
when they occur. Central-lcvel authorities
have n<l jurisdiction over the IPR,relaled

enforcement xctivities of local officials.
II recenl lt'tions rre rny indi(iltion.

hrrwcvcr. intlivir-lual agencies :rre <Lring

thcir share t() prom(ne IPR prolc(1ion. For
eriiLrnpl(. ils lhc principrl ()rSaniz:ltir)n

ovcrsecing rcgi$trution ancl proteoion of
patcnts. Chin:r's Patcnl Offi.(. har, inl-
pressed most f()reign obscrvcrs with its
protessionalism antl progress in c(x)rdi-
nating lhL' country's patenl registration
prredures. Much credit li>r the officc's
success helongs to l)ire(or Gcnerul Gao
Lulin and his cff()ns to cre te x lcgally
sound mctl]cxl for investigdting infringe-
mcnt cascs consisrent qith intemalk)nal
conventiorLs (.$.,c p. J0).
I Enhancing border enforcement In
accordxnce with the Action Plao. the
Unil(d Slrtes u'ill pror ide technt ll lssis-
tancc t() China s Custona\ Adfirinistr.rtion
t() nlont()r txrrcler tr.tnsfei..i ()f suspccted
pir.ued grrxls. lkijing has pnrmisecl to
create an effcctive horcler enforcement
sysrem :rs stipulated by the 'tRlPs agree-
nlcnt. Illc ncw agrcenlcDl Jtlthi)rizcs
PRC Cust()ms olhcials. likc thc kral task
forces. to makc finxl dctcrminatiut$ o[
inlringements and forfeiturcs at the lx)r-
der u'illr()ut duc pnress. Holdcrs of IPR

are still requircd to hear any lxrrder en-

f()rcement c(rsts, which may cntail pay-
ing for lhe invcstigation and posting a

boncl c,<1u:tl t() the \,rlue of the confis-
cated gcxxls. Whedrcr effective enforce-
mcnt $'ill l)e rpplicd if thc IPR offender
offers local ()lficials a higher sum re-
mains l() be seen. Regul:rtions explicitly
requiring China s Custonts olficials ro
prohihit the inrfx)n and cxfx>fl ()f anicles
vr(,lxting IPR l)e(Jmc cftl(livc in Scp
te[lber lD4. but few kralities seem to
have txkcn n()tice.

! Ident4tng tllegd products Finally,
the Action Plln defines nleasures k) idcn-

ests that seek to allow such piracy to
continue. Vestcm observen and holders

of intelle(1ual property should rcmember,
howcver, that IPR is not a concept that
6s easily into Chinese s(x'icty. Although
the Action Plan represenr-s a significant
advance in IPR pr()tccti(,n efforts in
(lhina. it fails to addrcss many of rhe in
herent obstaclcs to effec-tivc IPR controls.

The p:rth lo full IPR prorecrion in
China has many sreps, and the su(.cess of
much of the Action Plan and rlher as-

pects of the February 26 agreement will
depcnd on how wcll rhey arc imple-
mentcd and enforced. The agreement
shorrld tertainly reduce lhc cconomic
benefit fiom infiingenrent, increase the
need f(rr individual govemment officials
to provide imp()ved protection (rf intel-
lectual propeny, and cnhance thc Cl'ri-

nese govemm€nt's eff<rns to educate it.s

citizcns on protec-ting the bcnefits of indi-
vidual righls to intcllc{'rual prupen}-.

Becirusc of the inherent ol)stacles thxt
remain. brcachcs to the agreemcnt will
no doubt rrcur, perhaps lcading to ncw
()unds of dirussions. ,{s long as Chines..
so(i(ty pl (cs the putrlrc intcrest over pri-
vate right.s such as IPR and as l()ng as

Sovcrnmcnt and othcr officials accruc
cconomic hencfits fnrm infringenrent, the
effe(tiveness of lhe Action Plan cannot
be'guaranteed. Llntil thcse obstacles .tre
()vcrc()mc. Protc('tion ()f IPR $ ill cunlinuc
to lrc a source o[ friction lT twccn the
tlnitc'd Statcs ancl China. i,

n the world's most complex environment,
it's important to have a bi-cultural team
of professionals at your side.

) China Strategies

D Joint Ventures

) Investment Opportunities

) Market Research

D Distribution Networks

) Chinese Products & Materials

I
Tel. (ars) s6+o21s
Fax. (415) 564-1a79
41 Sutter Street, #1022
San Francisco, CA 94fO4

ChinaYenture Aduisors

July-August I 995 . The Chino Busine:s Review

tify pimtcd audiovisual and computer
software products. A "unique identifier"
must be imprinted by all legitimate nran-

ufacturers of CDs, laser discs, and CD-
ROM prqlucls, and any company failing
to comply with this requirement s,ill be
punished. Funher, the Chinesc govern-
ment will require companies that repr(>
duce or publish foreign-originated audk>
visual pr<rlucts ()r (()mputer srftwarc in
CD-ROM formrl to register theh (onlracls

and obtain a registration title and permit.
Factories without relcvant pemils, identi-
fiem. and licenses will be closed.

If Beiling follows through on the
longer-term steps of the Adion Plan. it
will meet most of the TRlPs-relared re-
quiremcnls for \0TO accession. !0hile
under VTO rulcs China e'ould have at
lelst five yean to implement TRIP\. it re
mains r,r he \e(,n if WTO guidelincs
alone will be stringeot and powerful
en<>ugh to prevent infringements. The
guiclelines address only the legal srruc-

turc and due process for enf<lrcenrent
once an infringer is identified. and do lit-
lle to p()mole an inhcrent respect f()r
IPR,

Too soon to tcll

By incrcasing the rcsgrnsibility of indi-
vidual govemtnent officials t<l improve
IPR protection and reducing the eco-
nornic hsnefit t() infringing c(nnpaniss.
Beijing ii' tryin8 to (r'rablish line. of uc

counubility and e(xl€ thc vestcd inter-

(86r) 201-5577 ext. 3OO3
(86r) 88-2s2O
4t Xueyuan Lu Bulldlng 5
Bellln8, Chtna 1fiX)88
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COMMENTARY

pet I
in the Gl I AAorketplO

J€ffrey E. C'orlen

Com

The Clinton
Advococy Plon

I J€frEy E, fuen is under secredory

o{ commercc for intcmolbnol trode.
Ihesc remod<s ore exccrphd from o
specch &livcred bcfore the Silicon
Volley World torum m Fe[ruory I,
1995.

lr rom the beginning, the Clinron Ad-

!- minisrration has put trade at the

! .enter of iLs domestic and foreign
I grlicy. we have made suppon for
Us companies fightinS to win markets
abroad a critical comlrcnent of <ur overall

approach to trade. In 1993, when we first

began preparing a national expon srat-
elry, Corunerce Secretary Ron Brown, as

chairman of the effon, pressed us to real-

ize America s full potenlial for increasing

exg>ns through a systernatic program of
ac'tive support, a strutegy we c'ame to call

"advocacy." [n essence he said, "Go to bat

for US companies competing abrcrad, and

aim for one *ing-homc rurls."

$Jhy odvococy is importont

For the Clinton Administration. advo-
ca(y is not just an adivity; it is also a per'
vasive attitude. Advocacy is not just a

strategy o[ the Depanment o[ Grmmerce;

il i$ a pre(xcupation throughout the Ad-

ministrution. Adv<racy is important be-

cause it can help US firms clinch deals

that pr<xlucc trs exporls, which is impor-
tanl in cr(:ating ioh,i and raising our stan-

dards of living. All the data indicatc that

somewhere hetween 15,000-20,000 US

workers are supported by cach billion
dollan wonh of manufac'tured g<xxls we
cxrx)n.

Continuod imporronce of export:

Ve will need a sustaincd expon drivc
nor only to providc jobs but also to of[-

set ever-increa-5ing imporG. Arnerica has

become much more compelitive over
these past several years. But so have
many other couotries, particularly rhe

Big Emerging Markets (BEMS) lAr-
gentina. Brazil, the Chincse Economic
Area (China, Hong Kon8, and Taiwan),
India, Indonesia, Mexico, Poland, South
Africa, South Korea, and Turkeyl. The
China,:, the Bnzils, and the South Ko-
reas will be enornous markels for us, to
be sure. but they will also be supplying
an incref,sing portion of the goods and
services we use.

So far, however, tls exfx)rt.s appsar to
be on the right track. Economic recovery
in Europe and Japan, strong growth in
,{sia, the continued oFrenings of rnarkets

in latin America-{his all txx.les well for
US exfprrs, which could increase by 1l
percent this year, compared to tl perc.eot

in 1994. Some Administration foreests
show exlxrts growing rhree times faster

than any other com;xrnent of tls national
income over the nexl de(zde.

The stakes of nol competing aggrcs-
sivcly abr<>ad are high-very high. The
.{sian Dcvelopment Bank, for cxanrple,
has estirnated that approxinutely $l tril-
li<>n will he spent ()n infrastructure de-
vel<>pmcnt in lhc Asian rcgi()n fry the
year 2000. In the next scven years, the
g()vcrnmcnrs within the Chint'sc Eco-

nomic Arer plan to spend appnrximatcly
$560 billion on infrastructure-related
equipment, tcchnok)gies, and exlrnise .

ntn
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These demands are panicularly intense
in areas in which US firms are strong
c'ompetitor$-power generati()n, oil and

8as, air and surface transporlation,
telec()mmunicatiorls, and environmental
techaokrgies.

It is imponant that tls companies get a

share of this enormous market to which
the qualiry of lheir B(x)ds and s('rvices
should eotitle *rem. It is also vital that
our firms get in early and first, so that
they c?n gain the critical exgrrience of
being in on the ground flcxl, undentand
the foeign market, and build the all-im-
portant relatiorlships with customeni and
govemment ofncials that will allow them
to win other proiecrs. Nothing so drove
home this lesson to many of us last year

as the comFictitioo to build frc frrst metro
in China in which American firrns lost to
their Germao counte.part. lt is possible
that our rivals will not have the inside
track in all the suhway stations in
China-where there are likely to be more
systems built in the next fwo decades
than in all of Europc and No(h Am(rica
c'ombined.

ttow odvococy worls

The Administration's plan of adv<xzcy

is designed to help American business
meet this gqal. h would te a great advan-

tage to US firms if all thc contracts
abroad were awarded by merit alone. But

we all know this is not the case. In the
BEMs, selection of the winning bid is

made with hea\ry involvement by host

Sovernmenls-ovenly and behind the
s(encs. This is almost always the cr*,in
the large infrastructure proiecls and in the
prcjecLs where Bovemments are selling
govemmenl<rwncd companies lo lht pri-
vate scctor-the tw() transactions that
constinrle the hulk of significant deals in
the BEMS.

II would tlt naive to think thal c()m-
peting foreign firrns can win without sup-

fr)rt fftrm their govemmenls- In fad, the
absence of dem()nstmted intere$ on the
pan of a "homc" govemment in a prtriecl
is a disadvantaSe when every other gov-
c,rrment is in there fighting for its compa-
nies. The Clinton Administrati()n s advo-

cacy srategy addrcsses this hurdle.

As pan of the national exfDn $rategy,
we havc createcl an Advocacy Network
comlxrsed of rcpresentatives from eilch of
the 19 tls govemmenr agencics that have

a rcle in cxport trade p()motion. The nct-
work nreets t least every m()nth and is

chaircd by an assistanl *'cretrry of c(rn-
nrerce in thc Intcmlltionxl Tr.l(lc Adminis-

Administrotion forecosts

show exports growing
three times foster thon

ony other component of
US notionol income over

the next decode.

tration (lTA). Members of the Adv(racy
Network are able to rcach the highest lev-

els of their agencies for quick reiiponse to
edvocacy request. from American husi-
ness. The mandate of the Adv<racy Net-
work includes the following:
I Stratcgic plartnlng This interagcncy
group is a forum that keeps the d<xket
for all thc projc'cts we are considering. AI
these sessions we can discuss how to re-

acl to an emergcncy situation, but we c?n

also ask one or two agencics to kcep
idqas on projects with a longer gestation

period. Ar times, other US govemment
agencies are brought inro the network
pnress--for examplc, the Nuclear Regr-
Iatory Commission for nuclear power
proiecls or N,A..SA for s:ltellitc pKriecls.

I Informadon gathedng Gathering ac-

curate and up-to-date information on
proiects is, of course, critical. \vc rcly
heavily on thc tJS Foreign and Comnrer-

cial Service, but also draw from numer-
ous other sources in all 19 agencies. For

cxample. tic lcderal Aviation Adminis-
tration at the Dcpanment of 'l"rarrpona-

ti()n regularly interacts with aviation au-

thoriti('s around the gkrbe (*v p.12). This
provides a valuable source of informalion
on aerospace infrastruclure pnjects. The
principal supplemenls to Dcpartment of
Commerce sources are those provided by
thc state DepJnment and the financing
agencies-the ExponJmport llank of the
United States (Flx-lm llank), thc Ovenieas

Private Investment Corpor.ltion (OPIC),

and the Trade Development Agency
(TDA).

I Prorect vcttlng one of the major
functiorLs of the Advocat-y Network is to
assist in the determinatbn of whether it is

appropriate to adv.rcate a panicular pro-

ie<r-panicularly those that rnay mise en-
vironmental or workers' righls questions.

As you (3n irnagine, many fplicy issues

can arise when we consider whether to
support a particular projed. ve may
have a question about whethcr to back a

nuclear power project, for example. Or
there may be an issue relating to the ap
propriateness of any commercial activity
in a country wherc we have serious for-
cign policy problems. Through the net-
work, we have an interagency sounding
hoard. If a particular policy issue is
highly sensitive or controversial, we will
kick ir up to the National Economic
Council or the National Se!-uriry Council.

I Ftnanctng The ability to finance US

exfrcrls is an obvious key to US su(.Less

in gaining business abroad. For the first
time, we have created a forum where
programs of Ex-lm lJank, OPIC, TDA,
and the l)epanment of Trsasury crn be

used to supplement one another to the
henefit of American business.

For example, Ex-lm financing of the
cxpon content of a projeo has on rveral
(x'casions supplemenred OPIC guarantees

or insur.rnce ()n lhc inveslment ponion.
One carie is the Dabhol power proiect in
India where Exlm Bank is providing lim-
ited-rec<rurse financing and OPIC has

signed an agreement to provide $100 mil-
Iion in all-risk guanntecs of debt financ-
ing anrJ $200 million of political risk in
suruncc for equity and debt financing. ln
some of these cases the feasibility studies
for the proiecas were initially hnanced by
TDA. Agencies of other governmcnts
have l<lng sorked togcther on financing
packagcs. Now, through the Adv(rcacy
Network, for thc nr$ time we do, trx).
I Performa.[ce meaiunes The Atlvo-
cacl Network has also been aclive in fo.-
mulatinS lhe Sxrformanc-c measures nec-

cssary to assess the scope and direction
of our advo<zcy effon. Typical quantita-
tive measures include the exF()rl content
of contracts secured and the numtx",r of
i()bs supported by th<rse ex;xrns. Dau is

gathered to help dre Administratioo con-
tinually evaluate ils effons. A summary of
this inf()rmarion is included in annual re-

frons to Congrcss on the national cxfDrt
strategy.
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A new odvococy iocility

The Clink)n Administratbn isnl the
6rst to help US companies, of coume. [t is
the first. however, to mount such an ag-

gres\ile and system3tic exfx,n prom()tion

strategy and to infuse the !'ntire cabinet
with such r:<lnsciousness f<lr the nccd t<r

do c()mmercial battle in this fiercely com-
petitjve lllobal marketplace.

vhcn the Administration first skncd t()

look at an expom strategy, one of the
glaring deficiencies \e'as the lack ()f a

"neryc center" for this activity. Advocrcy
tendcd to be Bther ad hm. There were
several diffcrcnt agcncies rnvolved, in-
cluding the Vhite House. But nowhcre
s,as the p(xcis institutionalized and con-
ductecl as an ongoing fundion. Disparate

ofEces were unc'onnectcd tx$ physiczlly
and in terms of communicalion. There
\r'as no refx)sitory of data, and no insinr-
tional memory so that the government
might leam from its experience or mea-

sure results. Therc' rvas no sense of the
need to havc rhe capacity t<l mobjlizc re-

x-rurces for thc ongoing banlc. '[here was

no dedicated ca&e of people whose sole
purpxrse was high-intcnsiry advocacy.

To address thesc problerns. last year
we set up a permanent "war room"
which we call the Advcxac-v Center. 'l.}re

By the turn of this

century, the lO BEMs

will be importing more

from us thon eitherJopon

or the Europeon Union.

For More'lnformotion
lis cxg)ne.s crn c{)nta(t the I)c-

panmerrt of ConrDc(c Ttrde lnli)r
matkrn Center lirr general inforrna-
ti()n r.'girding tlre Adv({ac} Cefltcr.

othcr expon progr.rms. aD(l q)nlx('r

nunrhe,rs lirr district otTi(cs ()f lhc
I)cprnfirent ()[ G)n)n'lcrcc.

Tcl: 800d72-ri72l.

C()nrpanics crn iils() c()nta(t lh(]
tjs I'oreilqn and Connlercisl Servicc

in lleiiing:

US Foreign ard G)mmerci.d Service

LIS Emba^ssy

3 Xurhui llei Jie
BeiiinS, China 100600

Tcl:8610/512-3831
F ax 86lO/ 532-3'17 ta, 3297

coNracrs
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center has undergonc quitc a tmnsition in
the last year. At firlit, it was iusl:r [e$'
peoplc crammcd inlo a dinr govemnlent

offrcc. As thc team hccame <lverwhclmed

by rcquests to handle multiple projects
and sought to preplrre Secrcnry Brown
lnd rlher-.i frrr high-lcv<l ldrrxary trips,

it cxpanded, still wthout adequate facili-
ties, including computeri anci solt$'are.
Then, after the resounding succcss of
several advo,c;rcy effons, we decidcd to
makc the'war room what it should be,

whal il rnust be: l sizlhlt'opcrltion,
morc akin k) a \Vall Street trading fl<x)r

than the officc you would find in a rlpi-
cal govemmcnt building.

And thafs just ahx)ut what we arc now.
'l'he ncw facility is l()cated in the ITA. lfc
have expanded the staff to around 20

people. The (cnler i\ staffed paflly l)y in-

dustry speciali$Ls, so tlut we c:rn mamhal

rhe requisitc cxFnise for specific deals.

It is ticd into all pans of the Commerce

l)epanmen(, including our industry and

country desks, forcign and domestic
comnrercial $ervices. the C)ffrce of Busi-

ness Liaison, the General Counsel, the
Technology Administmtion, and the Bu-

reau of Ex;xrn Administration. It is linked
tc: all the dcpanments ancl agencics of
the Advocacy NeF*()rk. nith the same as-

sistant sccrctary of (rmmerce having im-

mediate oveniight <f hoth the A<iv<x:acy

Network and tlre Advocacy Center.

Hcrcs hrrn'il w()rks. A pa)icct ('()mes in

fronr one source or anothcr. lt could be

through the Advocacy Network. lt could
be from a lls ambassador abroad or a

CEo who hils called Secretary Brown or
anothcr cabinet officer. lt could l>e an

alen from Kcn Br<xly at Ex-lm Bank or
Ruth Harkin at oPIC. lt could bc direct
contad from a senior company ofhcial. lt
doesnl mxtter how thc p()iect initirlly
comL,s lo our lttention, ltoq'cvct, since we

are all on dre same team. and thc most

crirical issues quickly find tlrcir way to thc

Adv(r{(y Net$'ork and Adv(xac-y C,enler.

A new fo,cus

The Administrati()n. of course. sccks
opponuoitics [o promote tls sales and
supfx)rt tunerican j<lfrs whcrever we find
them throughout lhc s orld-$'ithout
rigid, prc'conccived n<xions of geography

and scctor. 'l'he kc'1, issuc is thlt x LIS

firm <omes to us [t'r help, the playing
fielcl is not level bccause of anothcr gor.
cmnlcnt s inv()lventent, and th( pr(,j((1 ir'
imp()nint r() the US ccon(nny. Neverthe-

less. gilen scarce res()urces irnd the need

to build cxpcnise, wc do nced a com-
bined gcographical and industry ti>cus.

Our prinrxry counlry f<xus is thc l-|EMs.

Our calculations indicirte that by the tum
()f this centur,v-lcss than five )'cars
xway-the l0 UEMS, as a grotrp, will be

imfx)ning fir(xc from us than either Japan
()r the F:u()p(!n Uni()n. By dle ycar 2010,

their imfDns of LIS g(x(Ls could well ex-

cced llrose lflom lxtlh Jap.rn and [:urope
comhincd. ln fac'l, during the 199u2010

periocl, the llFlMs could acc()unl li)r Sl
trillion in incrcmental tls exports. Our ex-
pons t(, thc lllillts t{)tillcd $lt)6 hrlli{)n in

1992, {pproximitely a quancr of our ex-
ports. \ve cxpect that BIIMs will nrore
tlun tkruble thcir shilrc of world inr[x)rls.
as well, rising to ne rly 27 perccnt by
2010. No olher category of market shows

such dramatic growth potential.

ln our in-dcpth studies of such llEMs
as Indonesia, Chinx. Argcnrina. and
Brazil. wc have fomrulated il vision o[ the

are.rs where their inrlx)ns are likcly to be
grealest. Tlris, in rum, leads to our sec-

k)r.rl firus for the adv(racy strategy.

Scvcral clusters ()f industries are high
on the list. Thcy include:
I Informatlon technology. including
tcleconrmunic.ltions, computcrs, and so[t-

I Envlronmental technology, includ-
ing pollution control equipnrcnt ancl con-
sulting scri.i('s;
I Transportatlon, including aviation,
Jut()rn()trves. und thc .t,n iccs and cquip
ment nceded to build nrodern rail sys-

tcms and airpons;
I Energy tecfuroloSy, espccially lirr tie
soaring demlnd firr elcctric p()wer;

I Health care tcchnology, incl.rding
aclvanced medical cquipnrcnt, phxrma-
( euticirls, hioteclrnokrgy. and hospital
manallcrnent s!'f!iccs:
I Fhanclal sefa'lces, iniluding hanking.
insunrnce. and the st'curities l)usincss.



As in lhc l)!lM cxtcg()ry itself, thesc
''llig EnrerFing Sectors" ilrc illustrxlive;
th(y llr( nol rrtrr t,rr'lusivr, [rr.rrs. .rnrl pri-
()rities may rtange. Vc lrlsr havr l grelrt

interest in rdvancccl nralrri!ls. in Ihc
chcnricrl in(lusl0', ancl in industrial ma-

chinery, tirr examplc, :rll ol u'lriclr t'oul<l
be'a(ldc(l tr) thc inirixl list.

In<iec<l. a strtoml fixrrs should not lt
rquated will) an indLlsirial policy of
.rnl kinrl lt ikrcs not inrolrc picking
lviltncrs aud Irscrs. bLrt rxthcr it sup-
pons th()s( industrics $hcrc !\,c kn()$',
rvithout dotrbt. lhrt rltlrkcls alrrrad arc

exprncling, n,hcrc thc I lnitc(l Stltcs is xl-
reirdy doing u'cll lrr.rl rrrultl rlcarly do
l)etIcr. A scct()ru1 firr'trs is rlrivcn by lr

careful lrssessnrcnt ()f nrxrkcl p()tcnli:ll in
r,:lch Btil\4. It is, lx)wcvcr, inrp()n.lnt t()

hevr a sterting lxrinl tirr' <xrr :rclvoc'rrcy

;r1'rproach, cvcn if it is just thrt-ll p()inl
ol clrpenurc.

Advococy efforrs in Chino

J ulrnt to <L:scriltc a spclific cx:rotplc
of orrr aclrrx:Lcy rllirrrs. Ihc |S gor'crn-
orrnl itscll (lid n()t $in lllis dcxl nr)r (k^-i,

rt dcs(nc (-rc(lil lirr lhc conlrltl. It ues
lhc trS frnn tll:rt i|r\'('\lc(l tlrc linlc lrn(l rt-
vurces. lf I (r)nlrllct t\'ils \\1nI. lt is I;.--
cxLri( thc fir lu<l tlrt, lx.st fr()(Il.t. lJul

ls I sai<l ltlirrc. stcn tht.pl:rving 6r,kl is

rnificilll) tiltc(l l)c(uusc olh(r g()\'crn
,ncnts urc scighing in. it lrt.lps to hurc
thclc Slnr (rr thc ((rnl)lln\''s \i(lc

()n Septcnrl)cr .1. 199 r. Sccrctilrv
llnrun tr:nchrclccl a I)rcsitlt,mi:rl Ilusinrss
I)evckpnrcnl trlissi(nr to lt(ijing. Sll1lng-

lr.ll. (;ullrllrlx,u. .rn(l ll,,ng N,,nE. A v.rri-

ety ol dc;rls ncrc conr'hrrl(I, rU.illrcgxling

to irpproxinr t(.1)i $6 hillion. IIe hrrtl u

(lcrr trissi()n-k) I)r(nI()lc (l(,ills s()Ugl11

l)y t iS lirn)s.

A ccntcrpicce of cvt'ry discrrssion hc
hacl uus the cleuls souglrt l)y t;S llrnls. I le

hrought thcsc Lrl) in l)ig rn((lings irn(l
smull. llc lxlk('(l (lcluils. lhcst rlisrrrs
sions t<xrk plurr uith lll( prasi(lrnl ()l'

Chinlr. thc pr(nlicr, t\\'() vit'c Prcnricrs,
antl sr:r'eral nrinislcrs. ()ur ilnll)x:'rx(l()r
ss lirlkru'ing up ()r't tlrc hc,cls ol cvcry
discus\i()n. \()r cvcffihing huppcncrl on

tlt trip itscll. In lir(r, l'r()rn tllc rlinutr his

planc rctrrmc(l l() Wl\llingr()n. Sr.(r'(.tun'

lJrou,n lt,tl xn intcnsi\'c push to r'losc
sonre o[ the rlcals th:rt r,r rrc still r1x.n

()nc of thcsc \\'Js :r nlli()r :rircr:rli s:rlc,

to Chin:r bt ll(l)orrncll I)ouglus. lhc

firrn had an existing agrcement Ir'itll
(.hinr r,, delivcr j0 aircraft hcginning in

1997 with options that w()uld all()w for

When the ploying

field is oriificiolly

tilted becouse other

governmenls ore

weighing in, it helps

to hove Uncle Som on

the compony! side.

rn uclclitional 130 plancs by thc end ol
tltt tlccutl:. Tlrc urtll vrtluc (r'th! l(i rir-
crali exccetlcd $1.2 billi(nr. 'flte t'ontracl
*otrlcl [r worth xs mLrch es 57 billion
\\'hen ll0 planes ere dclivcred. Hou,cvcr.
IttriinE \\.rnl(d thc pluner l\rill rn (.lln:r

I-l\t \r'!'(,tnh(,r. nt,rntlts .rli(,r tlrr ntrs-

\lIn. ( hrnr{c Vr('r Prrnrr(r Li Iiln(linl'l.
s'itlt rrhom Sccrctary Bron'n lted long

clis<ussions ()n the project in Beijin!!,
.Jnrc I() \yrshintton. \(hile he was here,

lll< l)onncll I)()Lrgl:ts signcd an amc'nd-

nr(nt $l)i(h ,|r,,rli[rtrl tlrr p.e-(.yri,rrng
lgrecmcnt l)y sp(,cifyinli thxt the first 20

aircraft *'oulcl bc produtcd in Long
I]ca< h. (lrlifornia instead of China. Thc
lrcntit. to tlrc c,.',,n,,nr) ,)t Lrlili)rnil
shottlcl not lt ovcrl<xrkccl.

Reflecions on the future

In 199r. the (:lint()n Administriltion
wls involvccl in providing a<lvocacy on
lrtnsilcti()ns Nhcre llS c{)nrpirnies gol
thc busincss-wilh r []S exp()n c{)ntcnl
of sorne $2{) l)illi(nl.'l'h.ll is exp()rt con-
lcnl. Illc vil[re of the tlrnsactions thcnr-
selvcs is estinlrtcd ilt s(rncwhere au()und

$,r(r billion. 1\\'(.nly l)illi()n dolhrs of cx-
p()rts is Cslirilirtc(l l() suPp()rl some
J00.000 t IS i()bs.

'lhis is nol r hltl recorcl lirr onc year.

We have lucl t() m:lk(. up f<rr meny yelrs
stcn r her g()\'crnmcnts rccognize<l the

nitlurc ()l' intcrnxti(nral cornpr:tition-and
t(x)k (,pcrllti()nxl slcps r() dcrl \\'ith it
*tilc u'c u'crc prctx cul'tictl s ith olher
lhing:. llLrl in l99J iln(l 1991. \\r ha\c
ttt.rtk' grr'.tt \lri(l( \ in r .rl( lrn! lll). i

"We put veurs o.f c.\p(ricn(c und ifisight to vttrk
in planning, negotiati()tl und implcm(ntution rl.
specirtc proje('ts a d missioils."

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

Fomrer: Vice President. Chase Pacilic Trilde Advisors
Managing Dirccto( Bear Stcarns China Tradc Advisors

Inlernational Slrategic Alliances, Inc.
1265 Montecito Avenuc

Suitc 109
Mountain Mew. CA 94041

Tel: .l l5-969- 167 I

Fax: 415-969- 1673

.luly'Augusl 1995 . The Chino Businesr Review 27

Helping Companies Succeed
in China Since 1978



COUNCIT ACTIVITIES

Another Good Yeor
\l)r( tlrxn li{) I s-(.hinr llu5inc\s

Corrrrril rutrnlxr. ('(nr\(11((l irr \:l\llinE-
l(xr (nr.[rnc 8 li)r thc (,()unr'ils .]ln(l An-

null Il(ctin!l (i)in(i(ling \\'illl -lti$'rlr

l'rc\idcnl l.ec 'lcrrg-!rui 
' \ isil lo lhc

l rlit((l stlll('\:rnrl sitlt tlrr' r'ctcnt tk:ci'
sion lrt l)rr.sirlr.rrt (lllnt()n t() rcnc\\'
Chirl:i s \l)i'l Irirrr)rc(l \Jli()n 1l\llj\) ltJ(l('
.t.rtrr.. tlrr' ,r((1Ilrl.t ( fllJ)lril\r/(11 Ill(' l)fl
nr:rcv ol lrrrsincss l() llt( t:S-(lhirril rclJ-

tionshilr.
(,()ul1(il (jllJirt]rrll] Nlxuri(r (;r('('nl)crg

opcncil tlrr n)tl!'linl l)y tlctlrrlirtg thc
r.,,rrrr.rl :r lr,..rltlrt. J.lr,,\\rrrll orl.l:rrli/ilti,,r).

anrl lrhristtl (i)urr(il l)rc\i(l('nl l{()l)rfl A.

Kill)l) ,in lllt uctile rrlt, tlte (irtrrtcil ltl.
tilkr'n r^(r tll( l)ir\t )clrr in Prortt()ting tltr'
i,rlcr(.\ls (,1' rrrr. nrlrt r rrrnrPerrit's. (ircctt

lr(rg nr)tctl llr:rl Ic(nl (\'r'rrls llllc \\cirk
(1rc(l t 5-(.1)irril r(l:llirn)r', l)(rl rrrtnrnt tttecl

thrrt "liicnd:, s'ork rnrt tlilli't,.'nrr.s.
KJI)l) rel)on(rl l(, lh(' rncnll)(rsl)il', (nl

rll!,(r)uiril s rlrnruric gro$tlr in l()9t
rrn<l thc oltninS ,,1 .r lirll-l['<|g,.'tl lL,ng
Krxrg rrllicc in .lrn(. KxlI) rt ndvcrl lltr'
())Un.ils (()rD tilnl(nl l{) r(1\i(( rl)(rllhr
c()rrrl)Juv lc(ltl(:il\, Irlrhr tttr.lnhcrs rri

(.orrsr('\\ (,tt ( 
: I r r , I . t . r ( | . l I ( ( I l.'gr.l.rtr, 'rr

enrl rcrninrl tirngress, (ilrincsc olltciuls-

.rrtcl (lrr' {ttt, tt,:tn Ptrl\lh rlr.rt -lrr\rrr( \\ l\
tlrt' r,'rr',rl tlrt ('s.(:lrrrt.r rcllrlr,'tr.lrrlr "

Iti(lx&l I)11,lnri(k. (lir(ct()r (r'lh( (:cD-

((r l,r' lrrl(rrlirti,,r)Jl lttrrrntsr lrrltrr.tti.rt
rLn(l l{!selrch xl tllc I ni\'(tsit]' r)f S()tlllt'

crn (llili)rnir, rnrlvzc(l (:llinNs lrul'in(ss
(11\ ir, ,ntt)(.rll lir,nt .t r,,$r, rtt.tl l)(,til)( ('ti\ ( .

I)robnitk :rttrilrtrtccl ll:c c<ort()trtit sttt(css
()l liirsl Asirro nrrlions to lheir rrsc o[ rIltn-
rg(cl tIrrrl,., r!i((ling tlr( \ic$' thill licc
tr.r,l.. :rl,'rr,.. rs tlr,.. Ir,r.r. fi)r \lr,,nE A\iillr

t-(r nt(nni( s.

(lxlling (.1)inr:rnd her ncighhors 1'r:trt

ol Anreritrr':. rr(rr \\'(sl. l)r<tbnick cx-
Ironcd l'S llrr.irtesst'. l() e\pl()tc ()flx)t1tl-

rrrtits in A:'iu. r'\l)r( \\ir1l.l ltis cottfitlcnct'
lhlrt ()lliD:r \\'ill ((nTlinu( lrlrxrg thc 1r:rth rrl

r..r. orrornic glos tlr Jn(l lil)( r;rlizill i( nr. I k'
ll()l((l tllirt (lhin] s (i\l' in l9()5 \\ill
prob:rlrlv l:rll r;n tlrr rr;1x'r cnd ol tlte t'r'

ti,rn s,. rltt tccl f)- ll ) lx't1 cnl tr,\\1ll rxl(.
\\tllt I \ (\lx'rl\ t,' ('l Il.1 (.\l\,('l(,(l t', t

Represenl,olive Philip M. Crone {R-l[)
discur:es <ongres:ionql qttitudes on
MFN.

(r(..r\(. l)\ llr l)(rrcnl Il)i. \('rtr I)!()lnln k
irttrrlrul('(l (-lrrn.r. Inrr'.rlil;lt' t',,,n,,rrrr,
tr-.rr\l()rrr.llrinr t(, (l)xngrnX iL[.r.. tLr lr

rr.'1,,tr, .. tr'h., r)rrlrrr,.irk,rr ' . r I '. 
, I 

' 
r I r t r , .

,rntl llre ,.,,trntn \ inl(!r.lli()n Inl() tll( ln

k rrl.llr()rtil] (1( nlr,ln\.
I)('\t)ir( lri.,)l)tiol\llr. l)r()l)Ili( k (n

rrcrxtr,(i li\r l)(n(nli.rl ri.L\ tlt.tr torrl,l

lllreJtcrl tlle J)lt'c ()l tltc count6's refomr:

rct-ussirrnun' rullupsc preciJ'rititted b1' rc-

stri(ti\'( nron(liln' pilllr i(.. un(cnJinl\
r^'!r thr l)()st-l)cng ctl rtnd continue-cl

:,ul)l)r)n li)r rclirntts: srr.ill unrcsl t'ltttsc<l

l)r nlxi()r rniglxli(nr. rn[]lttiotr. an<l or <rrr_

nll)li()n: r(ti(rllliziltiolr o[ euthorilv: tntcl

ing p(nrkirs inlxrsccl on I S firnls in rL'-

lillilli()n li)r ;rnti-(:hin:r lcgisl.rli(,ni ()r.

rrrnvtrscly, I lS-inrlx)sc(l prnlltics (ln I'll(]
( \l)(n1s.

(irnlircssnlrn l'l)ilil) iU. (lrilnc (lt-lL),

clrilinnirn ol tlr('ll()ure vl,vs {nd Nlcans
(i)nrrnill( ('s slrl)(()nrnlitl( r on -l 

raclc.

r{oscrl tlrc nl(r-ning s(rsi(nl $ilh lt clis(us-

si(nr ()i l S'(:llin trutle. Purticttl:trlv thc
(rpa(rllrnJl (l(r)it( r)\(r tlt( l)r1si(lcol s e\-
lcn\i(rl (,1 (,lrinir's IlliN tlrcl( stulus. l)(]-
sPitr biPllrrisert suplx)rl li)r flec 1rlrdc.
( r.rnc ..rrtl rlr.rt (l(li.rt ,,l Rt PrrtctrLrtr\,t
I'rInk \rrlt's (li \r\) rs\()hrtirnr ()l (lisxp

pr'l)r:rl (ln lll:\ lx,lirrc (irrtgress recesses

in t:r|lY lLrlY is un(('nrin (;i\cn ll)c lxrgc

nuntl)cr ()l lirst- :rnrl .icconrl lct.rtl rcl)rc-
\r.nt:lli\r,s. (.rirnc c\lt()n((l (;(\rn(il nlcm-
l>tr to lrin tlrc l)()-\ll'\ lolrhr ing efli rn

.lr(l li, .ll('fl ,)tlxr rr)(rrrl\'r\ ,'l llt( l)Ll.i-

n(ss ({)rtrltunit\ to ckr thc slntc (.harlc-

t('riring t 5 lrttsincss lts lr "lx)siti\'(-. c()n_

\rru.ti\'('inl'lu(,n('e irt (,h inr. (lrxnc
argrttrl thut ('\t(nsi(,n ()l (:llinil s -UF\

?a\
\-r,'
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C s Boord GrowsOUNCI

A1 this yexr's xnnu:rl n)(j(ling. ll)(
(i)rlrcil l(lded 5 nl(ne (lirccl{)rs. in
clcrrsing thc nunrltr ol clrrecttrrs litrrrt

25 l() J0. i\'lcDrl)er cotnpany clclcg:rtcs

clede(l x t()lirl ()l-9 ncw rcl)resqnllltivcs

to the Council s Irrurcl ol rlircclrrrs.
lll(.('tc(l l()r lhrec lcilr lcmls c\Piring in

.Jrrn! 1998 $'r-rt: (icotgc i\l (-. I'isl)('r.
(l)llirrun, presidcnt. :rnd (hiel c\((1r_
ti\1- ()lh(-er. I--:lstnrxn K()(llrk (i,.i (.xrlil

l. llills. (hiliflllrln, Hills tl (ir.: Ilrr,hlr'l
IL -Jonlltn. chainnan untl tltir'l' crcur
tr\(,,l'l'i(cr. \\( rlin!llrr'u.( l l(.1fi.
CorP.: -)ohn \1. Ku.hxrski. rltlirn tt.

I)l1'si(l(nl. un(l (lricl cxr.utivc ()tRccr.

Ii(;&(1. ln(.i .lxruri' A. I.irt!rtnce. (hici'

olrcllrt ing l)llicct', A s ilr." lll itld I c

ll.lsl,' Alri( u. l'cpsi-(irll lnlernxti(rlalr
llirfr\ | 1.,,n!\\('ll ',n11'1 filL' p11si

(l( nr. l:xx(ln (lorl).i Il()l)crl w.
IlcVnrrlds, crxJrrrrlrte vi('c l).cl,idrnr. ln-
l( rnirli()nuI ()prr;rti()n\ lrncl I)erckrp-
lr]crrl. \l()nsxrll() (-().i (;r()r8( \\'. Sar-

nc1'. Prcsitlcnt. lllc Ii)xlx)r() C().i llnd
l;l\\rx\(,n l). 'l-horrrus. r'icc c'hlinnen.
.\rrn)(r) (l()l).

A lirll list rrl tltc bortrtl of <lircetors

irPl)(llrs ()rl l). l.
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tra(lc status \\'()rrld !ll()\\'thc linitc(l
StJI('\ l.) conlinire (1r)tdl)ulrtrg l,) (.hinJ s

cc()n(n)ric dcYclopotcnl.
l)unng tll( lunilrc<,rr. Drr:rn Yt'ng1r.

presidcnt ancl tJricf crer'utjvc offitcr of
\1,,nc (;r,,Lrn. .l l(.r(linE I'll( (l(('tfuni(\
c()n8tnDcr:rlc. p(s(nl(\l J rlillcrcnt 1^-r-
\ry.tivc (xr busint,ss rn (lltinl lrl eon-
lr'irsling pd|irtc rn(l Stxlc-(^\'ned cnlrr-
l)r'is('s. N()n Stlllc.()$n(.(l cnl(,rpdscs th;rt
()l)(r:rte \\'ilh firll 6nlrnr iul irrlr)n(),r} lrorD

tllc g()\'(rrrlll(nl. inrlrrtling tosnshilr or

rill:rgc cntcrl)iscr. privilt(lr ()\\'ns(l l\lsl'
ncssa\. ('()llcctiYCs tsrtrlr ls Slonc). :rnrl
l()rcign j()itrl lcnturer. lt:n'e lrl:cn cnor-
rtt,rtsl\' strcccssfirl. 5t(nrc (;r()op is (n( rr'
(ihinlr's l:rrgcst surh cn{crpris(,s. \\,itll
J,5{)0 cnll)k)vcrs anrl salt.r ol ()\c[ S50(]

rrrilli()rr hsl \'(ilr. l((r)r(linr I() I)u:tn.
lllc\c (nlerPrircs il\ :l !ir()up :l\ crirgc(l
gr(x|lll r:rlc\ ()l ll.l I)er((rrl in 191)t.

I)tl.rn ch.rrxclcri/r'(l lllc\( ( nl!{.)ri\(\ 'r\
'rlltl ricc llrs'1.." ltc;lusa tll(\' inrrnlx)-
r,rl( J)riL.ll( (1rl( rl)11\(. l\r\[](\\ I)r.l(ll,(\
lrttt nrrrst Provicle. Iirr r'urJrlotce scllure.

Atitr lurr(h. rr]('rDl)(r\ lll(ndcd \v(nk'
sltops r:r s'ent k) (.ll)ilr)l llill to l,rlrll
rottgrcssional \tull ()rr lll( ltr]l]nlu11(u (,j'

(:ltiDir's \lf\ rcnc\\ill lin' I S lrusincss In
1)nc \\'r)rksll()l), -(-()lll,trlrni(illin!: \\'itl)
\i)ur (lltinl ()lfirc. P:LrtiriP:rnts lcrrnrr.l
Irou' to crplrnrl rl:rllr ncturrr'ks lrncl lukr.
:r,.1,' ltnlrgc of rccenl tcclrnologj(':ll :t(l
\,irn((s in Clrinll' ((rrr,runi('rli()t1:! svs

l(1r). Slxakcrs l)r(^'i(l(.(l ir(,r)rlt|:\ \\'itlr u

Brn('rirl ()\(r1ic\\' (,l' tlrt. r'Lrrrcnl l(\r.l unr.l

l\'PC ()l (1rn )unir'xli(nrs tc(lrn(r()gY JvJil
rlrc in Cl)inr. \\'illixl]r ()l)ns()rg ()l A'1.\l'
(llrinrt clcscriltrl I (lllin:t NIJnlger's Sur-

\i\.rl Kit. {i\inI llkllltr\ tlr(. l)J\i('in.
Sr('(li(nls li)r lruikling :rrr (lf.ient trJns
l).1(ili( (()nrntu n i( irl j( )ns link (;e()rg(.
(;rinlc\ ()l Sprirn lnl(.rn;rlirnlitl discus.,c(!
(,har1lt s rtgtrlxt()n cr*ironorcnt. cxpllrin-
ing tltrtt tlrc i\linistr\' ()l l)()sts irn(l
'l r'lcconrntr.tniclrtions r)\'crs(jes ph()nc
lirtk.rgc* .ttttl ilril's\ 1., rl.rt.l ('r)tnuluni('.1

li(nrs rn(l ncl$'()rks ()nlt t$o nelurrrks

1x^'itlc puhlk ucr'css lo tltc lntcm(t li(nn
(llrinx

'Iir gir'c ntenrltrs :r snlrpslrr rt of a corl
llluni('Jti{),1s pft)ic(r iD rllc ntxking, ll('ucl
tlt, l:r lkrsr ()f lllll s A(lrrntis hricli'(l
t(. tlr(.rs r:n tlrt Pr,rgr'r,.s {,1 lll\l i jn

\t)l!cn)(nl in Ihr:.lil(,r)g l,rojcrr. In arl<li

li tl li, Irrr,\(lrn8 (l,,Dr( \tt(' ('(,t) (\tt(,r)\

lirr banking. tcleplronc. lnd (l;ltu (:onl,lru

ni(ati()ns, lhc Jitong l)nricrr rvill trpgrarlc

cxislinH dxtir llcl\\'ork cr[)i]l)ilit], k) pr()
|i(lc qrcller ir('((:ss t() thr lntc,rnel fronr
(llrinr. A fi)unh sl\.irkcr, l{()\s Slaplcl()n
(iruv ol 'l'clel)iPl()rrr( \'. ln(, r\plxinr(l
thc rlilfitrkies poscrl lry prt'scnt rcgulrr
tions ()n (:llin:r \ pul)li( lnl(rnrl :lc(crs
lrntl iclclrcsstd sr(rrril) isrrucs irsr()ciillrLl
\\'illl lnlemct c()nn)ru i( illi(rrs.

Al tll( Cl)inrl Mxrkrl l{c\ctrch Slr;rl.
gier" sorkslrop, llicllir(l \':rn lluskirk ol
(ialluP Ohirr.r l,l(1.. \'uirn Liu ()l (;hinl
L,,,n,rrrrrr'.rrr.l l'r,r,l( ( ', nr.ult.lllt\ (.,,r1)

((in1:,ult('( ). !n(l (.llrist{)fll(,r l}ros'n ol'
ANIIi Il( )$ ling. Int. prcscittrcl rJilli'rrnt
lLpProlrclrts t() c{)n(llrating nl.lrkct rc
sc:l( h in Chinil. \'.rn llu:kirk cu)plri.isiz(,(l
lh( irll)()rtunac r)t u\ing \\cll-tlxirrc(l in-

t(r\i(\\('rs to r'ollcrt Prirrrlr'r' rlltl. IIe
irl:() \l.rlc(l tllxr (iJllup (.lrinl. \'ith ll
srttcllitc (}lli<c. in llr( l)li(1. ((,n(lu(tr
_p.tntrr rltccks," ()r lr()usc \isits, in lo
Jtcr,( rrl i,l'.rll irrtr'nius. rrltr.rt rDllLr tinj.l

pIirnin r.luta. Liu L,\l)lxin(.(l rlrll (;(Dsul'

tc(. .lrr .lF( n( r I t lrirr,r s \t.rt( l'('(nn rlli('
.trtrl Ir'udc (inrnl\\ir),1. t.lits hc:rr ilt on
it\ (r,rrtJ('(\ \\itlrr) llr! rrrrlr\tlc. t,, r,l)l.rrl
(lilfir li )r irs .litnt5

Iltrrrn cnrpltusizttl lllJt lnxrkct r(.-
sr'un lt plojccts, conrlrrr'tcr.l in'lrorrsc or lrt
iln lrg(na,v. slxrtrkl stri!c l() ilrc()rp()rllt(.
lltc nccrls ()l c{nl)()rxlc rlet'isionnrakt,rs
ll(' rr)rrintllincd ll):rl Pr(,i.fl:' ilior!(l :ll
knouint lrr rrllrru :r hnr \lx)ul(l nurk!1
rts p({lu(t ()r:(ni(c. rxll)cr lhan \\'l)rr(.
()r ll()\'t() nllrrkrt. I)r()(lucc th( rtr()\t
"lr:tng lirr thc lruck. uncl nl(ri1 a (()ll-
Piln\"s linrc llrt(l 11 sourccs

'Ill(, (irrpitol llill krlrlrving \'isils. nrexn
shilc. (n,rlrlrrl ( r,u,\11 rl( lltl\'r\ lr, \[i(('
lhcir \rrl)p()n lirl rt.ntrvrrl ol China s III\
\llltUi t{) oler)ll)t'rr {r'(i)nIrcs\ \\ho \\'(rc
still unrlcrirlerl (nl tlrc i\sur:. 'lhe groulr
lirrntrrl fir'e tc:rnrs. tlrr.h uith:r hlndtul ol
(irrrncil nrenrlx'rs, t() \isil rcJ)rcscnlati\'(s
lr,nr (li5tl(I\ rrlrcrr' rrrr.nrlxr,1)nll).lni(\
hrl'r lil('t(nies thltl rtlun!rl:l('lur( pr(,(luds
lirr trprrrt l{) (.lrio.r. (:(,un('il nrcml)(r\
Itrrrl tlt.oplxrnunitr to irnprcss rlxrr'r thc
rn(,rllx,rs (rf Congrcrs und tlreir sutf (lut
r\rtlr(,Ut \lli\. Ilri,U\J (1. lll ritizrn. in
lhcs( (lislli('Ii' \\'()Lrl(l l()s(, tl)cir iobs xnd

tlrut lrillirrns ol' rkrlllrs ir) llS cxp() s

\\1)(rl(l l)(' l()st.

Chemicol
AAinister Loys
Cut lnd ustry

Priorities
'lhl: C()Lrncil a()-lloste(l il dinncr ()n

Ilxv I \\'ith thr (lhcnrrcll i\'l:rnutircturcrs
r\ss()(ixli()n io ltonor ol \lit(llnte (;u
\irrlirrn. helcl ol (:llinll s Ilinisrr\' {)f
(lll(ori(il ln(lLrstn. (;u \\Js in \\'ashing-
t()rl l):rrli('ipxling in tht IiIst fornrrl
rr orkittg gr, rrrl',,1 llk .l, rrnt (', rrrtrrrr:.iorr
,,n (,,nlr)r(ri( .rnrl ll,rr[.'.1(:(:f, Lll(uri-
|lls unrl Alliecl I,rxluctr suhgroup. Dtrr'-

ing lrt'r' cr ening sPt,r.,('l). (;u corl)h.rsi7(rl
tlrc irnl)()rtan(( ol lirrcigrr ir))ports li)r
(;llinx \ chrnriairl rndrrstrr :rncl an-
nrrttnctrl plltns t() rcslRl('turc thl, in(lLls-

ln .rnLl rn\rr( Hr(.ll(r l(,r(,1:,,1 L 'r(.llln
in\'estntcnl.

\rLoIling t,r (iU. llr( r]tini\trJ \ I)ri(,ri
lics (luring Ih(' Ninllt l.iIc,\'(:lr l)litn
( I 996-.2o(xi ) inclrrclt, intPr()r ing cncrllr'
( ( nlscn ili()n in chcrnitlrl rnenul-;rclrrring:

incrr:tsing chcrnir'el llnilrzcr pn uction:
rrncl rleveloping forrl rrrlditirrs. lgnr-
clrt'r:ricrls, ancl crsill ill)plie(l Ix,sricidcs.
In lr<lclition, 1h!, rrillislr\'l)lilns l() esr:ll)-
lish cltetnicll inrlr.rstn'zones. tleve lol'r
c\l){ )rl-( )ricntc(l I)llrnls. in(rnI()ntt( it))-

l)r)r((d Jdvrn(e(l l(('llnol()girs in tlrc
trLrnulicturing pr()t'rss. :rnrl strcn1,Ilhcn

rrtrrr,,n tr'rtt,rl l)r,,t((1i,rl \ritl)in lll(, in-
.lttstrJ l,t <lisrrruntlin* l)l.rr)1. rlt:lt (.1)it

cxcessir'c pollutlrnts.'li) sul)l)()rt thrsc
g()l|i. CLI s(!ltcd lllxl llrc minist uill
('r)(\)urirgc choricul ioint vcntrrrcs lrncl

l(tivrlv irnp()n li)(-igtr (itl)itlll xn.l te(l1-
nologr'. cccling ;t ((.rttin p()rti()n ()l'
(lhinir's d(nnrstic n)lrk(,t t() r'ltcnticals
prrrrlrrcccl h, li)rrign-in\'(.st(,(l cnt(,r

lrris(i' r l:lL\, (:llrtu'nrl]'. I ii t flll. rn

lll(' rlx nri(,rl ln(hr\tn' .111, ,)p( r,llinH lrl
( )l)inr.

(;()n)n1cr(c I)cl)utv I n(lrr Searelrrv
Iirr Intcrnltional lrxdc llx\'m()nd \ick-
cn' :rls() :rttcn(l((l tlt(. (linncr. pritisinil
th( p()gress ol thc (lhcnticrls lnd Allir.cl
l'rrxlrrcts Sr.rhgrotrp trrlks :rnd annorrnr'
ing Iriluterul initiulit'(.s liI trldc pr(nr]()-

ti()n ind techn()l()gv (.xcll.lngc. Irurthrr
trtlks end r trS t('(hni(xl mi\si()n to
( lhirT u urc s<lrcrltrlcrl li rr Sc1'rtcntlrcr.
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train iu(lges;rntl luditors on detecting
IPR viol:ltions. 'llre ovcrhaul of thc
l'rtcnt Officc is ncccrisiry l() a(c()Drll(>
d.rlc lhe dranulic inarcirsr in lhe nunr
Itr of patcnt appliculi()ns submitted,
(;x() explained. ln l9ti5, tlrc l)alenl ()f:
fir'c rcceivecl xppr)xinlxtcly l7,0fi) ap

plicati(nrs: in 199-i. il (r)llccled nn)re

rhtn lf,ou) Gao:rrlriscd cr)ilprnies k)
rn- kr resoh,e Il,R disputcs first through
''pcrrcc[r.rl ncg()liati()n rvith the of
fun<lcr, fufrrrc l)rinlling thc case to atl-
r)r in islrx t ive orgxns within l()crl
lrrenches ol lhe l)irtcnt ()lfice or to a
(,hincsc c()Lln. (;:l() :lsiLrrc(l meml)cr
trrnrlrlnirs thlrt citlrrr nrctltxj lotrld
erlcquetch' adtlrcss thcir trrnccrns.

In the
Next Issue of The CBR:
t Chinese Consumer Behovior

-.\rt :tnltlt sis oI tltu rcsttlts ol :t tuttional ('()r'tsLrr)lL'r sLtn c\

I Dishibulion Networks
A lrxrk :rt \\':l)s t() gct grxtls ittt() ttrnsttllters lt:tllcls.

I Cosmetics lndushy
Cosnre tir. s q15t:-1n11 sttl.;Pliers cernings-;trt' so:trittg
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on May 21. during a half-da1'
orreting <r>slxxrsored by the Ex;xrn-
Inrport Bunk of thc llnitcd States
(F:xJm Brnk) lnd the t ls-China Busi-

ncss Council. Stilte I'lanning C(rn-
mission (SPC) Vicc lUinistcr Gan
Ziyu l)ricfcd Council members on
(lhina s vieq's t()\r,arcl pnlcct finance.

This neq Ex-lnr pnrgnm llknvs for
limited-recoursc tinilncing and rc-
ccpts th( p()ic(1ri rntkipate(l returns

as a guarunlcc (.n t 7h(, (,8f, Ma( h-

April 1995. p.Jq).

In th( nx)ming scssion <taircd bl
f()n er Llnitc<l Stxtrs lrJdc Rcprr-r'cr'l-

t.rlive C:trlx llills, (i.in n(ncd thltt xl)
pnrvll firr sornc ol thc projects has

l^-en slru' lrt'clusc nrtrdr conlirsion
cxisr in Chinil or,er thc scr4r rrf pnr-
jcct lln.ln(c uncl lrou it and otllcr fi-
nlncing rmrlcls such ls builcl orvn

trunsler crn lxst lx aPPliccl to nrcct
(llllnJ s inycstrttcnl n(e(ls. (llrn
strcsscd. hos'cvcr. ll)xt tharc is n()

Ixrliti(Jl opl)('r'ili()n t() th( i(ler ()l

pr()irct Iinin.c. slllinll lhnl tllc sl'(;
\\ill l)cgirr xppr()vifig projects s(x)n,

r)n(c the Nintlt tii\,c-\'c.lr PI:rn ( ly{)'
.l(){l)) is un(irNr\'. (lirn en.our:r8((l
['S in\,cstors h()Ping to:rvril thcnt-
sclvcs of l-x-lnr's l)r()ic.t lin:rnce pr()-

gnrnr to identili tlleir invrstnrcnl rs J

projectJioancc<l tlc'ul l'rrrrr tlrc r,cn
l)cginning.

In rcsp(nl$ l() (ltl(sli()ns c()nccm
in!t cqLrit\ cnPri ()n Iilr(i8n invcl'l-
nlcnt. d(legJli()n nl(,tll\,rs reitcrJtcd

Itri,ing5 stxn(l thut frrnign prniripa
tion in pr$cr gritls ii pr()hihitcd. Nu-

clclr. hvdr<rlcttrir, orl. gas, lnrl
pul)lic utiliticri will lt hclcl ur rnajor-

rly PR(l ()$nc.ship, tlrough rhennul
pou,cr phnts lnrl coal mining vcn-

Itrrcs can lx' nr:rjoritl' lirrcign<rnrrccl.

l)rkg:llior nrcrnh'rs ulvr nrxed tltlt
li)rcign exchlngc halancing trr pnr
je,(l-fininced projccts u,ill lx con-
cluctecl as it is &itll otl)cr |llis-plxns
sct lirnh in thc projcct's fcasihilitl'
studt qill [x usc(l t() (lctermine .lc-

tcss to forcign cxr|lngr'.

Chino's Potent Director
Briefs Legol Committee

The C()un(il s [-cgill C()nrnlittce
hosted a serir:s ol- nrcctings in Vashing
x)n. DC and Ncw York \\'itlr Gxo Lulin,

dircctor general ol (:llina s Patenl ()f-

li(c, 1() discuss tllc rc(cnt Sin()-tlS
xgrrcnrent on cnlirrcing US intelle<tr.ral

p()pen-v rights (ll'R) in (:hinx. Gro ils(,
ollrrrd sullqestions lirr ntemlrr cortt-

Ir:rnit s s'lr, r .rrr' rlr...rtrslir:rl tr itlt Clrinr r
protcction of IPR li)r lhcir pr(xluc$ Jncl

(lr\( rri.\e(l clcr cl<,Prtrt nts in Cltrn.r's

pr(ent policy sir'r(c lhc sigr'ring ()l lhe
Icl)ruxrv 1995 rrr.irccmcnt (.t(? p.20).

Speci6cal[, (;r( ) crlrlincd lttcllpts
l)) tlle P.[cnr Ollicc l() c(nnpulcriTc ils

rccorcls of tlrc ntrlrc lhrn 210.0(X)

I)llr(jnls cuffentl] hcltl in China and l<r

I Government Procurcmenl
Cl.tina s :tcc'cssir)n t() (lAl'l rtlllv re(ltlire tt'u't'r "krcltl

c()ntrnt regtrlatiOl]s firr govcllrrrtcnt c()rltril(ts.

I Leosing Office Spoce

Thu first ttst firr ckriltg lrttsit.tcss in China l:ttttlittg
of lic e s1r:tcc.

I lnbrnet in Chino
A l<xrk:rt (,hine's place in the gkrbal tclc(\ nr) nrLrnic:l-

tit>ns villltgt.
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Pickin the Winners in
Profito ility ond Productrvt ty

a

A new directory
ollows o closer look

ot Chinese firms

F ()r v(llrs. Bciiing trt'lted ctcn n,u-

l- ,in" rratistical dJta on Clrinl s rn-

! dusrrill assclr' s Slale sc( rcl\.
I nraking it diffi(uh f()r f()reign in-
vcstors t() conduct market research or
make infcrrmed decisions about polcntial
j()int-venturc panncrs. Recently, h<lw-
cver, the gorcmment has hegun to allow
new, quasi-private consulting arnrs of
various govcrnment organs tcl compile
and sell statistical infortnation. Though
this type ()f information is comm<lnly
available frce of charge in some' coun-
tries, foreign investors generally wel-
come thesc effons by the PRC k) shed
morc light on China s busineis cnvircn-
ment, regardlcss of the cosl.

In 199J, rhe Statc Statistical llureiu
(SSB) bc'gan to provide business-related

informati(rn through a consulting agency,

the All-China Marketing Research Co.
(ACMR). One of ACMR's prodr,rcts,
China's 'l(O 1C0,0OO (:ornpnies lT.ho g
gtrc Dalu Sbiu'a Jia Go gshang Qiye
XitNi Dtq a ). prrritlcs frrr the finit tirne
(lrlail(d inft)flnation on leuding finrrs in
China. C(,nlpiled from a 1993 SSB (ensus

of over 400,0(X) firms in China, thc rcfxrn
is availablc in Chinesc and in prinred rnd
computcrizcd frlrmats.

'lhe datahase. q,hich contains:rll the
(1)nlpanies included in rhe 1993 sun,ey.

lists company variables such ls lrsscts,

rcvcntte:,. lncl rnljor pn rrcrs. Vlrilc in-
vestors can use the datahase to lclrn
more atxrur individual Chinese fim$, rhe

a

clatabase also affords sr>nre interesling
analysis of ovcrall industrial trends in
China. Manipulating the dara, for cxam-
ple. allo*-ed us t() ass(s\ firm producriv-
iry dnd profitability in relarion to rype of
ownership, l()cation, indu$try, size, and
age. The analysis lcnked at State, collec-
tivc, domestic, and foreign-funded com-
panics in eighl nujor industry cat(gorics:
natural resource extraction; utilities;
find, tenile and light industries: chenri-
cals and drugs; construction and metal
smelting; machine manufacturing; and
electronics, computers, and automation
equipment.

Ve clas.sified a firm's sizc as 'small.'
"mcdium, ' or "large," bascd on the aver-
age number o[ employces. Depending
on the industry, a large firm could have
anfvhere from :1,000 to l9,0OO employ-
ces. similarly wide ranges ( hamclerizc
the number of employees in mediun'l
(700-2.-l0O) and small (ltt0-600) enter-
priscs. Young firns wcre definecl as
those establishcd after 1977. middlc-
agcd as those established between 1949-

77. and old firms as those establishcd
beforc 1949.

The results of our analysis show that
dre nxxt prohtable and most productivc
finrLs in China tcnd to be small, yr:ung,

Iocuted in coastll areas, and foreign
owned. Fimrs on the lowcr end of the
pr(xludivity and proEtabiliry i!-ales tend
to he large, ()ld, Srate-()wncd, and l(F
catcd in fie inland regions.
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Toble I
Firm Producivity

Exomining produaivity
These' general conclusions may comc

as lilll( surprisu tl, most invcstors in
China and, indecd, correlatc with other
reports on foreign investmcnl by the SSB

and Ministry of Foreign Trudc lnti Ett>
o()mic Cfi)pefltk)n. Our in-(lcpth analy-

sis suggests that foreign- ancl overseas

Chinese-funded [irms have by far the
highest latxrr p(xluctivity, dcfined as t<>

tal revenue divided hy total number of
enrpkryees (.sec Table 1). s()me facft)rs

contributing to the high productivity of
Sino-foreign ioint ventures and wholly
foreign-owned enterprises include the
higher concentmtion of capital and ad-

vanced technobgy, clearly defined own-
ership righrs, and abiliry to sr.lcct busi-

ness panners. High-pr()ductivity firms
tend t() bc concentrated in thc f(rud in-

dustry. which includes liquor and to-
bacco, hecause thesc firms have higher
average revenues to offser the higher
taxes levied on their products.

On the other end of the specrum, the

least productive firms are older, State-

owned cornpanies. panicularly those in-
v<rlvcd in natural resource extraclion.
State-owned enterprises suffer from low
productivity beeuse ownership righls are

gxrrly defined at these finns. As a result,

workers lack the inccntive to work as

hard as their counterpartr in non-State-

clwned frrms and rnanaSement sannot lay

off unproducrive workers. The low-pro-
ductivity 6rms are mainly concentrated in
the Nonheast or wcre established in the
planned economy era trtweeo 1949-7.

Looking qt Pl!fftqbility

Highly productive firms, however.
may not be highly profruble. Yre defined
p()fitabiliry. als() known rs retum on in-

vestment (RC)l), as the iatio of total pre-

tax profits to tdal 6xcd and current as-

sets. Of the 400.000 firms in lhe
database, colle<tive-owned enterprises
tend to bt: rhe most profitable, with an

average ROI of 16.3 percent (see Table
2), which nuy be due to their greater rc-
liance on lalrcr rather than capital.

Further. cdlective-r:wned firms that
are young, small, and located in coastal

areas and the Southwest are the most
profirable. Those involvcd in natural re-

source extraction, food, and utilitics (wa-

ter, electricity, and heating) also appear
with high frequency among the most
profitahle firms. Becau$e many utililies
companies are small collectives that op
crate oulside of state pricing regulaions,
they <-an charge hgher fees and achicve
larger profrt margins.

State owncrship is common among
the least-profrtable typcs of hrms, which
arc likely to be in the Northsast, lalge or
medium-sized, and established before
197. Because of their age, State-owncd
6rms gener.rlly have a largcr FrercentaSe
of older w<>rkeni and retirees for whom
they must provide pensions and other
s()cial serviccr, thereby diminishing their
profirs. Somewhat surprisingly, the nat-
rrral resource extradion firrLs apfrear in
both high- and low-profitability pr<>frles,

suggesting that somc industry secton in
China are not inherently profruble or un-
pr<fitable.

tlor brcign ffrms sEck up

A subjcd of Sreat concem to lhc in-
ternational business community, of

Type ol Orner:hip

Stoc owned
Colleaive owned
Domeslic ioint venture
Foreion [unded
Gerios Chinese funded

Percenioge of Averoge Lobor
Totol Firmr ProductiviV (1.00O Y)

15
47

130
I t4

42
5l

2
2
3

t00 50

Sonrco: Chino's Iqp \0O,0OO Conponies
'O,eroll overoge is weighted by t6e percenhoge o[ firms in eoch cotegory

Ioble 2
Firm Profirobility

Percenl,oge ol
Totsl Firms

AYeroge Percenlqge
Return on lnvestment {ROl}

Slqte owned
Colleaive owned
Dornestic ioint venture
Foreiqn funded
Overts Chinese funded

42
5t

2
2
3

100 12.6

Ioble 3
Performonca of Forcign-Funded Firms by Firm Age'

Averoge tobor
Prod uctivity
(r,00o Y)

Yeor
founded

Percentoge of
Totol Firms

Averoge Percenl,oge
Refurn on
lnvestment (ROl)

1992
I 99r
r 990
1987 -89
1982-86
1978-81

l0.l
t7 .6
18.7
36.7
15.2

t/

13.5
8.0
Ll

11 .7
14.4
10.9

r08
I i4
li9
125
132
r04

r00.0

Sonrcc: Chrno's lop l@.M Comwnies
' Foreion.funded ftrms include oveiseos Chinese funded firrns
" O,er"oll overoge ir -eightd by the percentoge of {irms in eoch cotegory
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Overqll'

Type of Ownership

8.8
16.3
12.8
11.8
I0.3

Owroll'

Sourcc: C/rino's Iop IN.@O Componies
'O,eroll o'eroge is *eighred by rlie percenroge o[ firms in eoch cotegory.

Overoll" I2I
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course, is the performance of foreign-
funded firms in China. Examining the
performance of these enterprises by
age, we found that the older a foreign-
invested enterprise (FIE) is, rhe more
productive ir is likely to be (se Table

l); FIEs that are less than a year old or
more than l0 years old are exccptions
to this trend. Older hrrrrs may be gener-
ally more productive because they have

established efficient production opera-
tions and have captured a significant
sharc of the nrarket. Firms that are morc
than l0 years old, howwer, are notice-
ably less productive than their younger
counterparts. In contrast, firms that are
less than a year old received unexpect-
edly high productivity marks, which
may be due to any number of factom,
from good organization to pure luck.
Because FIES are relatively young-al-
most half of these firms were founded
zrfter 199G-and because rhey tend to be
less productive in their early years, the
analysis rnay underestirnate the Frfor'
mance of foreign-funded firms as a

goup.
In terms of profitability, FIES estab-

llshed after December 1992 show an un-
usually high average profit, perhaps be-
cause these firms tend to be ioinr
venrures with a high degree of capital-
ization and advanced technology (see

Table 3). Nonetheless, excluding these
"newbom" frrrns, a trend similar to that
of the FIE productivity scale emerges-
profitability tends to increase with a

frrm's age.

Two caveats, hc,wever, mu-st be kept
in mind when drawing conclusions
about the relationship between a FIE'S

age and its productivity or prohrabilir)-.
Fjrst, the hiSh productivity and prof-
itability of foreign-funded ioint ventures
compared to other rypes of firms may
be explained hy the fafl that th( for(ign
partner will generally seek an cstab-
lished, relatively strong company k'l lx
its l(tcal panncr. Sccond, our anJlysis
may underestimate the profirabilily of
FlEs because foreign-funded manrrf:rc-
turing firms reccivc tax exemptions for
the first two years after showing a pnrfit
and a 50 perc'cnt tax redu<1ion for the
suhsequent thrcc ycxrs. Some foreign-
funded manufacturing firrns have
ad()pted cenain ac@unting pradices that
understate their profits so that tlrcy can

benefit from reduced tax rates for as

long as lxrssible,

Reoding fio numbers

Our analysis of the daa in China's Top

lm,Un Comq.ni6 reveals that 'small is

beautiful"-small firms in China almost
always out6rrform large hrms in terms of
productivity and profitability. This result
may be due to these hrms' fewer layers
of management, thejr ability Io keep
abreast of market developmenrs, and
flexible production arrangemenls that en-
able them to adiust to changes in de-
mand.

Another important hnding is that en-
terprises with defined propeny rights
tend to be among the most prcductive
and most profitable. Firms with clearly
defined property rights-such as collec-
tive-owned and foreign-funded enter-
prises-have finite budgets, face market
competition, and can go bankrupt. Their
State-owned counterpans, which do not
face the same budgerary constraints or
survival pres.sures, fared the worst in our
analysls, probably because their workers
and managers are not held accountable
for t}!e quality or quantity of their output
and therefore are not mrxivated ro be ef-
ficient.

For investers looking for a sound pan-
ner or hoping to carve out a market
niche, the analysis of Cbina's Top
lA),O(n Compnies is f(xyi for thought,
but sugl;esLs only over.rll trends and of-
fers no guarantee that a venture with a

specific panner or in a certain kxale will
be successful. In the near and shon term,
governmcnt policies will continue to
have a strong impact on business, and
foreign firrns that establish ofrerations in
preferred industries and l(xati()ns stand
to benefit from Beiiing s priorities. For
example, Ucijing recently prioritized in-
vestment in a1;riculture, seeking to b(pst
both foreign and l<xal invcstmcnt. New
investment incentives should make it
easier for Chinesc' firms inv()lvcd in the
agricultural scclor to be prqluctive and
stay in the black. As every i()umey be-
gins with a single step, fbreign investors

in China $hould first take notc ()f all reg-
ulations prnaining to a pruspective ven-
ture and cxaminc historical trends tcr

gain a better undenitanding of the types
of firms that tend to flourish in China's
investment climate. i,

China On-Line

Us. QL)!!:QLIjLto find joint vcnturc
psrtncrs, impor/cxport companicq and thc
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on China's busincss climatc.
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Umbrellos Unfurled

I Heleno Kolendo

New investment

compony regulotions

provide the stoys

for o streomlined

structure

- 
ll( ..rnk{ r)f lirrcign fimrs u ith mul-

t tiplc China prr)tc(ls hlvc he(n
I prouinp in re(ent vcars. *'ilh
Luln, n-' lining up rt rltc Min-

istry of Forcign Tradc rnd Economic C<r

opcrati()n (MOFTEC) s gntes to negotiate

appnrvals for a sinSle investntenl vchicle

lo integrJtc irll their Chintl activities. Until
April. h()wcvcr, no fonnal rrpplations ex-

iste<l on the esnblishmcnt of u'lut is rc-

ferrcd t,r as rn "invcstmcnt company"
Gouzi go,tqsit, also known rs a "lxrlding"
or "unrlrr<llu (r)mp.ln). ln April. tbreign

investors gladly reccived luoFfEC s In-
terim Provir'i()ns on lnvcstrrrent by For-

eign Busincsses in C()nrpanics of an ln-
vestnlcut Nrturc (the Provisk)ns). which
Iirrmelly sct forth tlle requiremcnts and

pr*'etlures for the establishnrcnt of such

a vehicle. while the Provisi()ns are vague

or silcnt on ccrlain asPec_Ls ()f invcstment

company functions, they offer vrme guid-

ance to the mlny foreign finns that seek

to c(x)rdinirtc thcir China opcrillions.
I)csplte the lrek of frrmul regulations.

more than i0 investment (ompanies had

receir,cd MOFTEC appnrval bv the end of
1,19.1 on the hasis o[ a minimal se't of in-
temirl guiclelines \see The CBR, May-)!ne
1995, p.49). vhile n'rxny o[ the stipula-

ti(,ns (y)nlain('d in the l)nrvisions ere sini-
hr ro thc intcmal guidelincs, 11r( p1ovi-

sions raisc the stakes for forming an

invc'stmenl (,onrpany. in an apparent ef-

fon by I|OITEC to restrict the urc o[ this

vehicle tr> firms with lt proven track

record ancl large corporations with arnbi-

ti<>us China plans.

lrtoking he gmd€

Dcfined as a limited liability cornpany

c-strblished by a lirrcign investor lo en-
gage in direct investtnent, an investment

company can take the frrrm of a wholly
ft)n i8n{)wned cnlerpris(' (WFOE) ()r Sin(>

li)rcign equity joint vcnture (EJV), hut can-

n()t be a Sino-foreign contractual joinl
venturc. To form an investment company,

all investors, whether fonuign or Chinese.

must be able to demonstrate proof of
"grxxl ercdit' Lrnd etrlnomic slrength.'

Acc()rding to the Provisions, Chincse
panners to prospcctiye EJv invesrmenl
companies must havc a minimum total
assct value of Yltx) million. Foreign appli-
cunts for 1YFOE or E-ry investment com-
panies must mecl one rf tqo sets of cri-

tcria. The first sct of c()nditions is
threefbld: the foreign invcstor must have

had a minimum total asset value (which

is undefrned in thc Provisions) of $400

milli()n in the year prior to ils applietion
to establish an invesnrent compaoyi have

cnablished one or morc foreign-invested
enterprises (FIEs) in which it ha^s actually
rrrntributed at leasr $10 nrillion in regis-

tered capitali and have obtained ap-
prwals (lL:riang) for three additicrnal FIE

pruiec1 proFDsals. Appli('anls meeting this
6nit set of conditions have the option of
cstahlishing an investrnent company in

thc name of a wholly owned subsidiary
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rxlher than in iheir ()\'n nrmcs. $hich
nlJ) .)[fcr sr)mc col [(trt Io h)r(i,{n in
vesl()rs wh() wrnt to insulJte c()rporatc
hel(l(luaner-"i liorn direct cxgrsurc kr lia-
bilitics in Chinx.

Alternativcly, the sec(nld set of concli-

tions stipulatcs that lhc f()reign invesl()r
nrtrsl llJr'( ('st:rl)lrslttrl in ehinu tr nrini
munr of 10 ljll.:s engagc(l in manufirctur,
ing ()r infrxstructurc (()nstru(tion t()
$'hich it has u(luitlly (1)ntrihutcd irl least

$.10 ntillbn in rcgisterc(l (rpital.
An applicant must show evidcn(c that

it ,necl\ onc ,,[ th..t, v,t' of,rrrrlitions
by provicling:r refercnce lettcr from a

l).rnk (rflifying its r rcclitw,,nh int.rs. evi-

tir.nrc of its rlttt. int', rrp, rr:tt it ,n ,rr lrrrsi

ness rcgistrati()n. copics ()f appa()vxl cer-

tificiltcs. l)usincss li(cnscs and (rpitxl
lerill(ation repl)ns f()r crclr existing FIE,

and l)xlance shccts ($'hcthcr thcsc must
l'., rllrtlited is not syrt.rifrcr.l in lll(, l,r(,\r-
skrns) of ea<t invesl()r in the invcstnlcnl
<'()rttluny [r rr tht. prcrir n r\ llrrce ]'(.,rr\.

'l'hc investrnent c()rrplny itscll ,nust
hav( rcgistcrcd (:lpitrl (, xt least SJo lnil-
li()n-x signifir'xnl incrc;rse fr()rn the Sl0
million rc<luirccl uncler ttre intemul guidc-

lincs. Althorrgh the I)r()visionri do nol
sp(ifically so yrror idr. iU()FTEC hxs trken
thc F)silt)n llrxt registcrc(l .:lpitxl rust l)c
in nrw cash: in-kind <rrntril>utiorrs. suclr

as trJnsfers (, inlcrcsts in cxisling ['lEs,
l:rnd usr rights, ()r cquipnrent. a:lnn{)l he
inc lurlcd in thc ('rlcul:rli()n of rcgist!'red
cuJrital lirr this purpose. Also not slatetl

explkitly in thc P()\'iri()n\. hut rrrnlinned
in ('()n\'('r\:lli(,rrj. u itlr ,rflrcrrrls, rs

M()lilllcs insisl(nce ll1:rr tlrc $J0 rillion
lx' trsed lirr nr\\' invcstD)cnts rrtller thxn
lirr thc purchasc of existing invrslnlenls.

l ltt, I'r,rvtsions rt.tlrrirt rtgist,.rcrl crrpi

trl l() lx, c(nrtril)uled \\illtin nl1) vcrrs ()f
Ilx' l\.lr,rn,'( ,,l-tllc in\,c\lttk,nt ( tnltl\:ln)"\
husincss litcnsc. In thc cesc ol tltt lirr-
cign invcsl(rr. tlris lnust l)c in thc lirrm of
a ticcly conrcniblc (rrrft1](\'- A (:llinesc

pilrty to an IIJV invcstlncnt c(IIl)lln),
Irouc|tr. nr:rl nrukc its c:rpital t()ntrihu-
ti{nr in lr rrllrl, (R\ll}). I('xving ()l)cn tllc
p()ssil)ility th!t its c()ntril)u1i()n c()ul(l l)c
in kincl or in l (\rrrenc\'()tllrr Ilriul lllvl].

Deciding to opply
'lhc ncu,rcrluircnrr..nts, uhiclr c lelrlt

j.tr,rr l.rrrlr' (r,rl)(!r,rtn,rl\ .rlr[ trr r,'rrrrlit .r

sillnilicllnl xnlr)uot o[ r'upit:rl rvithin u rcl:r-

ti!clv slx)fl linr( prri()(1. will .xLrsc nr.rny

invc'stoei to weigh nrore carefully whether
xn investlnent cornpany is ',\'()nh the ex-

lx'nse and effort. lt should ht'n<lcd, how-
cvL'r, th a ti)rcir.in invcst()r nrceling thc
issel valuc and investecl capitel thresholds

in tlre first set of conditions nced not nec'
essxrily hring to (([rpletion lhc three:ld-
ditional FMs for u'hich it hrs {)btrinrd
/iirang, which ar,-. based on noo binding
lc(ers of inrcnt ('nly. A MOITEC official
Itas c,,nfinncd thrt tlrc breJkdrr\\'n o[ ne-

gotiati()ns for on(, or more ()f lhese pfi)-
p<red proje(ts will n<l dereil lpprovll of
the invcslllrenl ('(nrl).rny. Th(. lrnderl)]ng
assumptk)n seemii l() bc thalt n() invcsl()r
would inic(l $30 tillion or nl()rc unlcss it

lrad serkrus plans for utilizing suclr funds
in the sh()n tcrm.

As undcr the interna! guidclines, to lle-
gin the investmcnt c()mp:lny :rppr()val
process, lh( forcign invesi()r firsl sul)mits
in appli(irtion arrcl supporting (k)cunlcn,

lrtion l() tlre local c()untcrpart ()f
l\'l( )FTI.(: in llrc ,rrris{li(1x)n nltt rt the rn-

vestment .orrparLy will l>e lrxetcd, whirt
will therr forwr,rd the applicati()n r()

l\|OFl'[i(i for final approval.

In lrlclition t<: providing ll)c gencr:rl
drrumcnls tirr arr invt'shrent c(rnpany, r
lirrcign hvcstor rccG to includc the stan'

durcl set of dcurncnts lbr cst:ll)lishing xn
l'1JV or r{/|OE. An l:JV inveslrrrent c(rr1-

pany rppli(xtion package slurrrkl incltrclc
:l proir( I l)ft,fx)\rl l(.rsil)ililI \lud\. I)int-
!( nlur( ( (,nlrlr('1, .rnd ltniilcs,,1'uss,x'iil-
lk)n. A ![]()E in'. csrlrcnl conyran,v appli,
(lltion sh(rrld conl.rin J proiccl l)rog)sJl,
wl'OE xppli(xti()n lirnD. ii,:rsil.)iliry stucly,

rnd xni(les ()f rss((-iation. Altll(:Lrgh the
glritlclines li)r x stln(lilrd V'|Oti do n(n

rull [,'r .r I,)r{,iet t I)rirp,)5.r1. Ilr( prr(('l
proposll re<luired in the WliOIl inv('st,
rDrnl a()ntl)tnv ll)l)licali()n pf()ccss, ir(-
cording t() ()ne tlol:lllc <116(irl. slr()uld
sio:ply sumrnerize lhe l)asi(' lrmN ol-th(
investmant a(nnp:lny :rrnngrDlenl llul ;rrc

detlliled in the fi.esibilitl stuc\' :rncl nccrl
nr)t l)e suln)litlerl scpulrtely to the krul
I)l.nning (lnnnrission. l\lOl-l'li(- nill)' rls()
rctlrrirc lcklitional r.kxrrnrenllrlr()n.

An i,r\,(,j\llll('nt (,rI]rP:rn) .rlll)li(.rnt is

xls() rcquirt(l to pr()\'idc r lclter guxmrr

tccing tlrxt it (o it: $hollr' (^\tled sul),
sidi.rry if lhc inv(,slnlcnl cornPuny uill lr
(.stll)lislrc(l throrgh such lD (ntity) \\,ill
0).lkr .rn\ r(gi\l.r(\l r:rl)ilJl (.,nlril\rlxrl
or l((1ltrr,l(,Bt Irrn\lcr\ ti) \l|l(]l lh( rn-

vcs{lr1clll ((r]lprDy c(rnnrits itsell- Lrn(ler

contract, in lhc evcnl thr inveslnrL'nt
coml)xny filils to do so. Through this
mechanisnr, MO!'TEC clf(ctively kreps
the offshore parent c()mpany ()n the
hrxrk,' preventing it frxn simply limiting
it\ Irxl)iliry (rrrtl t)hlig:rti,rn) ro irr, r(gir
tered c.lpitrl contributi()n to the invest-
menl c()mpany.

C)ncc esublishcd, an invcstntent com-
puny uill lt' i'ul\j((1 l() Jnnutl R,p()fl1n8

rc\luirements. ln the first quaner ()f each
yexr it musl suhtnit a rcpon to MOF fIC
detailing investment activities unde(aken
in thc previrlrs ycar.

'flre Provisions state tlr t the temr o[ an
invcsollent con)piny will l'le deternrined
in accordance, \r'ith rel('vxnt FIE l3ws and
regulations ltnd on thc hrsis of thc types
o[ projccts in whi(h the investment com-
panv invests. Lcgally. lxrth WFOE5 lnd
EJVs nray have pery)eturl tcnrN. In prac

ticc, pcrpenral tcrms are ntrcly gruntcd lty
MO[r'ltlc or its l()cal c()unterp;lrls. In-
vest()rs can nlllkc the argumenl thxl an
invcsttncnt c()nlpany's tcrm shoLrld be
unlimitcd. sin(c rl cxn ((nltinuxlly invest
in ne\\' projecls. each sith a diffcrent
term. So le invcstors rcport, however,
that l()crl level ofTicials lre relu(ltnt to
appfl)\'c J ternr of morr thxn 100 ycars.

Do's ond don'k

l\{any foreign investors haci hopcti that
thc l)r()\'isions urxrlcl cxpancl the urcls of
perririssihle invcst,nenl ((nDpany a(tivily.
Altln)u8lr n()t cspenclecl significlntly. the
list {)f pcnnilrc(l xnd pr()hil)iled x(tiliries
in tha P()visi(nrs rcm()vcs thc un(crttinfy
f()ftign invcst()rs facecl undcr the inlcmil
guirlclines. lhc l)ro,'isions cxpli(irly al-
l,,u' :rn rntcslrrrt.rrl \(rfirl).r )' l(' inv(.\l in
inclrrstry. agrictrhtrr'e, inl'fttstmr'turc. ancl

encryl) Pft)ic(ls. An in\-esttncnt a(nrrpirny
nltv rtls() pr()vi(lc r'onsulting ser!ices li)r
it\ /r/r(\/,,rr.'llrt.intent ,rl this lust Pr,rri-
si)n is unclcJr, l>ut et lcusl s()nte g()vem-

nrcnt xurh()rirics ere tlking thc p()sition
that (onsulting scrviccs sltoultl ll. rchtcd
,n)l\ l,) rh( in\'(,\l tsnt. n,)l Utd(,. .t((ivi
tir.'s ,,1 tltt it)t('sli'r: ll lllts tnt( rpr(tirti(!n
h()l(ls. !n invcslll]cnt conrplny rvill not
l^.. al)lc t() un(l(.nlke tll llrc fun(li(nts ()f

:l I r:r(lili()nxl rcprcirntxlivc olTicc. rhr.rs

nuking it less u(trrctiv(,.

Jhc l'rovisions rl,itcrxtc trlOFfI(i lxllicy
lhxl :ln in\-estrn(nl c'ottrlxrtr. likc :rll othcr
F-ll:s. ntilY n(x inll)()n finislrrd prrrluc-ls on
l)cllirll ()l i(s oll.,ilrore pllent or ;rllililtcs
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for direct salc in Chinl. Although the I'nr'
visions do not so srltc, l\lOFfE(l hls c(,n-

firrnccl th:rt in invcslnlent c(nrptny ciln-
n()t lx estirl)lished :rs. or convt'necl inlo. u
li)reign in\csr,rrenl conrpany linritecl b1

shures. This prrlihiti()n will linit one ()l'

lhc rlerns hv p'hich:rn inveslrltcnl c(nn-

p;lnf cxn finince itt invcslrnenl Jctivitics.

MOITTEC llrls also slxt(d thxt, ill pres!'nl,

lln investnrcnt conlpxny cxnn(n l)rry Ptrh-
liclv listccl shares <f l)R(, issucr\.

An invesl,)rcnt c(nrlPany n)Jy lirrnish ir

r:rngc of'scn'ices to its subsidiilry invcsl

nrcnts. subiccl t() lhc linritati(nrs dcscrilx'(l
lTckrs rnd providecl thlt it hrls l)crn ll-
th()rizcd l() rkr so thnrr.rgh undninx)rrs lrp-

prorel ol thc lx)irrd ()f dirr(t()rs of Jny
.r rclr .rrlrsxhlr)'. Tlrc I'r, rr i,,iorts .rl:.r r stil'r-

ulirt( thJl lrll Ir:ln\:l(lr,)rr\ lrctw'tett ltn in-

vr\l tcnt ( r,,1rP.ln\' .rntl its <rrlrsrr-lilric.

arc to br h:rncllerl ls busincss (rlnra<-

ti{ rns bctwcen in(lcfcndent cnlcrprises,
presrrnrablv nrcaning thalt thc) :lre k) hc

contluctcd (ln tn rrr)rs-lengtll l)rsis ()n

cr xnnrerr'ially reasonllre tcnns
'l'hc scn'i(cs th:rl lln invcslr))cnt corl)-

P:ln) nrllv provide ilrc:
! lssisting in perstxrncl rccnritrrl(rlti
I provirling tc(hnical training, markct

clcrckrpnrcnt. and consulting ussiritlrn(c:

Although not exponded

significontly, the list of

permitted ond prohibited

octivities in the

Provisions removes the

uncertoinly foreign

investors foced under the

internol guidelines.

I rssisting in l)()rrowing [r.rn<Ls, inclr.rcling

the proviskrn ol guaranticsr

I assisting ()r "rcting :ts ln lrgcnl lirr"
(/.rill) sul)sidiarics in llrc prrrurcntcnt,
(knncsti(:rllv <x :rlrroacl, ot' nltchineq' ltntl
rquiPnlcnt, inr.lLrcling olfir. t' cquil) r(.nl l()
lr r.rsccl hy thc srrbsiclilrics, lncl rtl tttlt-

terills, c(nr)poncnls, rncl spert plns nec-

t ssurl' l'or .trl'sidiurr Irro.lrtr tr,,n

Pr()ccsscsl
! lssisting ()r ir(ting ils in xgcnt ti)r sul>

sidirri(s in thr sule. ckrnrcstic:rllv or
abtrd, of subsiiliary pr<xlrrcts und prtr
viding elicr-sulcs sen'icc lirl srrch Pr<rl-
tl( lsr

I balancing lirreign cxchangc lmong
sulxidiaries, u'ith thc lpproval r;f thc firr'
ciSn exclunl4c xuthoriticst ancl

I providing financial suppon s(n'i(es ()
suhsidilrics, u'ith thc appr<xll o[ tl'tc

l)cople s Bank of Chinu (l'BO(l).

Acconrpxnying tlrc list of pcrrnissihlc

lctivities :lr( rcstridi(nrs ()n rcl.rli()ns l)c-

twccn iln invcstnent complrny lnd ils
sulrsidiarits. with()Lrt speciirl xpproval
fr(rn MOF'I'!:(]. inVeslnrcnl corlpinv k'r-
vi(cs cin only bc proviclccl to sub-
sidiaries in uhich thc in!estnlcnt c(rr-
Ilnr r.rlonr. r)r $'rtlt ,,tll(.r l(,rctgn
invcslors) h()lds at lc;lsl ! 25 pcr(cnt in-

lcrest, eitllcr tlrror.rgh r direct cxl)ital c()n-

tribution or Ihc prrrchasc of an intcrcsl.
!ftrrcr:vcr, lirrcign invest()rs thxl scek l-l[
slettrs lor inv('stmcnt contpuny sub-
si(lirries, ll)crcb,v alfording tltc sLrh-

si(lirries lh( tax rntl othcr Privile8cs
ruvrrilablc to rll:s. orusl cnsure thxt xt lcasl

.25 prrccnt ()l cxch sul)si(liary's r('llister(l
capitel is in li)reign crrrren()' (ri.r, b()\).

li, thc (hll I)p ,inl n rrnt of rtt.tnl lirreign
investors. thc l)r()\'isi()ni' follow estlh-
lislrctl prcrcdent l)\' l)rohil)itinE invest-

rl(nl (,!nrl).rnrcs lrr,rtt lreul) lr:rl.rnrittE

li'rr.iHn tr.lr:tnEr, rrrtt,rnF sttl,.r.lutrtc:
'lhc senre nrlrs tlut rpplv to I'llis rcHllr(l-

'l'hret nxrnths prt)r t() Molrftlc s rc-

lcasc of thc lnt('rirr l'rovisi(nrs ()n In\'csl-
rnr:nt lrr Iirreign IJu:'inesscs in C()mpil-

nies o[ an Invcstn)cnt Nalurc. ll]c stilrc
'Ia\ Adnlinistnlti( nr (SlA) issu((i thc N(F

trar,()n (.(fl:lln Ier l.sur.i (.rrn((rnirlll

li)r('ign lnrc:rlmcnt tulcrPrises tl l li'r'
ll.tgc in Inl'cstnlcnl lJltsincss ('lax N(F

tirc). shirlt clitrilics u nuntber of <1tes

ti()ns ()n tltc t:rx trcltmrnt :rffordccl
investrncnt coD:1)lutir's.

'I'lk. l'.r\ \()l('r r'()rrlirntr tlt.rt ln in-
vcslrnent a()Illprn\'\\'ill n()t lx n\cd on

rlir id(nrl. it r( ( ( r\ ( \ l'r{,m sulrsitlilrtr:s:
rxther. it \\'ill l>c taxrd on xnY inconrc
()lher thJn rcceivccl rlilitlends liorrr sul>
siclilrics, such es s('r!'i(c ti'cs and salts
pr(x-(eds. lnrcstnlcnt ((nnpanics thJt d()

n"t r)unlrlJ( trrrc. l)ul rlnl\ (,n8.ll.l( in rn-

r'(.stmenl xlrd srni(r lrctivilics. $'ill n()l

llc cligil:lc lirr tax prcli'renccs available

t,r "prxluctire flf:s undcr tlre l99l ln-
corre Tux l;ru of thc PllC t>n li)rcign lln-

tcrpriscs lnd unterpriscs uith l-ucign ln-
vcslrlcnl (lncr)nc Tar L1\\'). Thrrs. thc
inc(nnc thxt Jn in\cstnl(nt ((nDplulv re-
('eilcs fi(rn sulxicliarics lirr scn ic'er rrn-
dcrt.tl or Irrrnt irs sllc:' r,[ .uh*irlirrrv
pr(xlu(ts $ill lrr: taxahlc xt thc lirll nrle
(gcncr.rll) JJ lx'rcrnt ).

'lll( 'l'ax N()ticc ellor','s inveslntent
((nrprni('\ c\t:rl)lr:'h( d .u' \\ln,lh l,n('rgn.
()\\'ncd cntcrpriscs (\\T()lrti) lr) bc lrcalc(l

in rlt( slnre mrnncr as li)rcign invcsl(ns

\\'ith rcsped t() thc reinvr\tnrcot (r'prof-
rts. ll J YlOf. inl'c5tnrcnl ('()nrl)Jnv t(1n-

vests (livi(lcnds rcceiltti fronr sult
sidiilries in the lnxnner stil)ulrted l)\ the

lnconr 'fu1 L:lq. it c n rc(ci\'c ll lrlx re
tun<l anging li(rn 10-l(X) Frcent ol'rhe
arnr;rrnt rf irt<rrrttc tax previously p:ticl bl'
tlrc rrrlr.,irliun (,n Ill( n'rnvc\lqd lxnlii)n.

Although l\'lOFTliC has stuted tlrat the

lniniullrnl $J0 rnilli()n rcliistcrcd crl)itxl r(-
quircd t() cr€xtc xn invcstnlent c(nrpaln)

nrrv n'{ in(lLrdc lhc trunsfcr l)l ;r [rrreign

invcst(n's inlcrest in iln c\istirul l'lll k) th('

in|cslnr(nl (()rDplrnv. nl{)sl lirrcigll c<xr'
plnis sill evrntuullr' *.-ck () I) nq such

enterpriscs rrnclcr lhe invcstnl:nl ((rnpln\
unrlrrclh. ln such cvcnl, li:reign invcstots
(Jo r\PCCI l)l{(l tal\ ilulh()ril,cs l(, lc|r x

2() ll'rccnt tu\ ()n !n! g.rin rc:rlizetl lrt u

Iirreign conrpurrv Llp(,n tlle trunsl('f
l:\('n lln)Lrglr \lOl:llit. t:rkes tlx p,*r-

li()n Ihxl :lny strbsitli:rn sith :lt lcrst f5

I)(,((nt,,1 i1s rt'grrl(rtrl (rprl.rl ir I('r(i!n
trrrrcncl' unrl trxce;ll)le l() rn iivc\tmrrll
trrrnplrnt ancl ()r (rhcr li,reigrt invest()rs

\\ill hr lrurt('d as rn l'lE, S'I'A \\ill (lnl)'

grrnr I'll- strtus lor trrr purp<,scs rl thc Ji
Per(crll Inl(I('\l ('\i\l\ in llx .trlr.itliln
fr{nD its in((l)li(m. 'l'hrrs. frrr cxrtotg.llc, il

xn invcstnrcnt (()nrpJn! purcllrscs x 50

I)eracnl inrcrc\l in xn (ristirlg I'lt(. c(, 1-

p.rn\ linrit('(l lt slr.tt'c.. th(' lrtrr(llr.( il.
sclf u'iil n<rt rntitlc tl)e inlcsllrcnl c()r)r

l)Jnl lo flt. tx\ l'rrililcliris.

-lh:lL,tttt 
klctula
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ing foreign exchange balancing apply to
invcstment c()mpanies; inveslors must
use the foreign exchange swap centers
and gain approval from the foreign ex-
changc cont()l authoritics in thc resFc-
tive l(xalities of horh thc $ubsidiaries and
the investment company kee Tbe CBR,

September-October 1r4, p.52). Thus, the
only advantage an inve$tment company
has over a standard FIE in this regard is

ils ability, in exercising cofiunon control
over rwo or m()re suhsidiaries, to initiate
a swap that the subsidiaries might not
otherwise know is possible.

Althou8h th( Provisi()ns permit Jn in-
vestment company to provide loan grar-
antics for subsidiaries :rnd assist thcm in
klrrowing fund.s, the investnent com-
pany itself cannot makc loans kr sub-
sidrrries without PBOC approval. sin(e
only financial institutions arc pemritted to
lend funds.

MOF'TEC ancl other officials have l>een

dix'ussing alkrwing the cstablishmenr of
spt:cial-purp()se finance company sub-
sidiarics that would pnrvide finan< ial ser-

vices to the family of companies under an
invcstment company unrhrella. Contrary
to elrlier repons, no finance conrpany
subsidiary has heen approved kr date.
nrc PUOC is noq' drafting a fxlli(')' &ru-
mcnl on financc company subsidiaries-
likcly to be the basis of future rcgula-
lionri-for Ehi(h rt has s()ughr input lrom
cemin multinati()nals sith cstablishc{ in-
vestmcnt c.olrrpinies.

'l'he stipr.rlation that unanim()us rp-
proval of a subsidiary':i lxrard r>f dirc'ctors
l':<' t ruinccl lxfrrre drc, parcnt investmenl
c(xllp'tny clrn rcndcr it scn,iccs c()uld
alvr he a sttrnrl'rling bkxk in the lllV sul>
sidix4 conlexl. A Chincse c()-invcslor
rttly f-uil to see lhc rdvantirgcs ()[ srrch

serlr'ices or rrrav he wlry of lx,ing intc,
gr:ttcd rntrr :r nJli(,nill struclurc tlut in-
clr.rclcs suhsir,liarics wilh othcr Chint,x. in-
vcst()rs that nray have bcen-or still
ilre----<(mrpetil()fti.

Forging oheod

M()sl of thc investment c()mpani(s set

up Pursuant t() tlrc iotemal guidelincs or
tllc l)fl)visi()ns lrc ol'rclalrvt,ly ncw vin-

tr8e. R)rci8n rn\'(.stors :1ft. iu\r h(,ginning
to lcst the watcrs on lxrq,useful these

n(jw cntities will bt in pmctice. Especially

sklce the cosl of estahlishing an invest-

mcnl companf lus no$. tripled, any for-

e9s:rry ro conven ex$tmg representativc
omces into branches of thcir investment

companics. Some investors also may lr
coneemed that no guidelines exist for liq-
uidating an inveshent company.

Central planning by an investment
company may be difficult t() accomplish.
The krgistics of formulating a rational hu-
man resources strucrure fot an invest-
ment company and its subsidiaries will
be challenging, in lighr of the regulatory

changes (rcuning in the PRCS social in-
surance system. SeIing up a national dis-
triburion system, if this is a goal, may
prove thomy duc Io the lack of co<lprra-

tion of different Chinese subsidiary pan-
ners, regional conrpetition, bureaucratic
procedure, or insulBcient conucLs of the
investmenl comprny at tI( l(xal level

The verdict is still out on how bencfi-
cial inves:tment companics will be in the
shon term. Many foreign investors are

establishing investment companies with
bng-teml goals in mind and are prepared
lo experience growing p!ins and cn-
counter occasional ol)staclcs. MOFTIC
sources havc stated that they are alrcady
in the pr<xess of drafting a detailed ex-
planation of the Pr)visions to ensurr. a

(()nsislcnt rcsp()ns(' k) invcst()r inquiries.
Repons differ on whethcr this supple-
mental drrument $.ill be published. but
the forcign investment community, which
gladly u'clcomed the promulgation of the
Provisi()ns, cenainll, hopes it will not l)c-
comc yct anothcr internal guidelinc. i

We have all thr: resources you need to do husiness in (lhina. Our
compan] staffs over 30 rvestem expcrts in husiness and engineering;
all locatcd in ( ihina. ()ur connections arc vital to your success ,.rnd

our rc$()urces rrrc lt your disposal. l,ct MTI hclp you scalc thc walls

MTI
I -360-779-4+30

Fax:1-.160-779-,1933
Scettlc. I JSr\call forlfree brochure
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eign i.vestor seriously contemplating es-

tablishing an inv(sunent company should
first consider its goals for the invcstment
company and investigate how realistic
lhcse goals are given the cunent business

and legal environmenr in China. It would
also be pnrdent rn any negotiatk)n for a

progxed EJV suxidiary to discurs s'ith
thc Chincse panner the rclationr'hip envi-
sioned belween the investrnent company
and the suhsidiary and incorporate any
agrecments reached between the negoti-
ating parties in the EJV contract.

Although the Provi\ions are a marked

improvement over the intemal guidelincs,
they are principally pnx'edural and leavc
nrany questi()ns unanswered, especially
rcgerding how much flcxibiliry \ ill exisr
lxxh in the negotiation process and in the
actual operation of invL'slmenl ((rnpxnics.
It is unccnain $'hcthcr the businelis sr-opc

o[ an invcstment company can include
activities that fall ,rurside of thc black lct-
tcr, but within the general anrbit, of rhosc

list(d in lhc Prorisions. Thc l)rovisions
arc unclear on whethcr the fumishing of
a((ounting and a:lministrative and man-

rgement suppon thlls wilhin the hroad
category of consuhing' permincci by thc
l'()visions. Tlre Pr'()visi(x$ fail to specily
\r'hich cntiry. the nvestment c(nnpanv or
thc, subsidiary, hoids the ritle to prqluc'f,s

Ixing solcl when tire invcstncnt c(nnpany

is lcting Js an alicnt f()r the subsidiary.
F()reign inveskrrs alrcady have rcportecl
clilficultics in olrtaioing the appnrvals nec-

in China todayl

@ Managcmcnt C,onsuking @ lnvcstrncnt Dcvctopmcnr
O Msrkct Rcscarch @ Conrracr & L.gd Scrvicei
@ lnform.rion scwi,:cs @ omcc scrup scoic.s
O F.$ibiliry & Risk Anilysis @ Tnding & Equiprncnr S.tcs

... afioppo aniry coming of agc
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Top Bross

I Kirslen A. Syh,esbr

A CEO visit to

Chino meons pulling

out oll the stops

r Kirsten A. Sylvesler is on ossistont
editor of n€ CBR.

rI lr. ur()undwrrrk for ln ovcrscits

I tr,,rin"*. lrip is alwiryi' imrx)nJnl,
I lrru n"r'., rnrrrc so lhun whr'n tltt'
! a, r,rp"ny rcprcsentxtlv( trJvelrng

()verscls iri the chicf executive ()fficcr
(CEo). I'hc imFx)nrn.c of hicmrchy lnd
t'ercm()ny in lhe PR(:. m,)r((,v('r. Ptrls vis-

its by high-level li)reign c()rporate olfi-
(i:lls t() (lhinx in a class b1' themselvcs.

l,lanning su(rcssill CEo visit requires J

China-hased managcr who is wcll-veniccl

in cultunrl as *ell as contrncr<'ial nuances

and irblc to hanclle banquet eliquette. kF

gistics, and medh operutions.

N() in)()unf of preparatkrn. howevcr,
crn sllvagc a missi()n that lacks a clearly

defincd purpose. A trip by il scnior execu-

tive to (:lrinr rcquircs solid iLrstification-
rrnd()nr lisits bv scnior cxccuti\,es rrta)'

cause Chincsc asri(riales k) question thc
firreign 6nrr's seriousncss alx)r,rt the China

nrarkel. (l(rnpanics should ust'CEO \,isits

''sparingly and str:rtcgicrlly, a<cording to
Scott I). Sclignlan, senior vicc presi(lent

irnd dirc.tor of Chiftr opcnti()ns for Bur-

vrn-Nlerstt lltr Yct $hilc thc CEO sh()uld

n()t undcrtakc an iclle fishing trip to
(lhina. ncithcr sh()Lrld he or she lx tmvcl-
ing jusl t() ncgdixtc c(,ntmct slx'cifi(s.

Typicrlly. CEO visits have ()ne ()r nl()re

ol thesc ohjectivesr to lobhy lirr Chincsc

govemmcnt sup1xrn firr a pr()iect, to pro-

mote thc cr:nrpanys inrage in China. or
to "jump-start" stalled oeSoti:ltions. A
CEo visir li)r the pur6xrrc o[ n'urket rc'
1iq'x1(h. thorrgh not rlrt ,rf tltc (lucsti()n, ri

generally discor.rragcd sincc this .Lctivity is

hetter lcft to sulxrrdinatcs.

In lhe last few years. llrc Chincsc re-

quireflrcnt that all foreign delegati()ns Io
China lrave a "host org nizrtion" (/itl,l4i
J.ttuvt\ to Ixrk after the grrup during
thcir timc in China has faclcd. Ihough for-
eign conrpanies who intend f<rr thcir CEO
(r nrc't{ q'ith ministerial-leve I offrcials still
shruld hal'e l (lhinese lurst organiz.lti(rn

for lhc visit, olhcr delegalk)ns nccd not,

says Scrge Dunx)nt, presidcnt for (;rcilter

China of Edclman Public Rcletir>ns Vorld-
wirlc. 'Iypit:rlly. thc h()st ()rganizirti{'n is

llr( (.hin('sc p:lnncr t(, a vcnluft r)r, f()r a

s holly forr r gn -oq'n(.(l entcrprisc in
Chinx, the ministcrial dcpanment under
whosc supervision the vcnturc falls,

forcign cornpanies ran also approlch
an intluenrixl (lhinesc ()r8anizxli()n t()
scrvc aii the hr:st lirr thc Cti() visit, if the
company sccks lo make rrse of tlre orga-

nizxti()n s st:ltus and c()nl.rcts (8lr4tr-Ii)

within the (ihincsc burcrLrcmcy. A CEO

should rcalize, however, lhal a requesl to
mcct $'ith a fiinistcr ()r vice premier nray

be cast aside if it comcs from a hrxt or-
ganizxti()n that r:rnks rclatively low on
the (ihinc'se hurceucatic pcking order.

lnfiol considerolinns

If il CEO visit is in the offing, thc com-
panys China-hased sufl will need to in-

vcst significant rcsourccs to plan and prc'
pare the visit, since the lrome office will
find it ve-ry dilhcrlt to cnsure that thc rcd
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carpet for a CEO is rolled out in China.
Preyenting faceJosing situations such as

a failed negotiation or the denial of a re-
quest for a highJevel meeting is possible
only if the China staff does its homework
well before the CEO's plane lands. Ide-
ally, the China staff will need roughly
two months to make the multitude of
arangemenB for the visit, though if the
CEO will be making a multi{iry rour in

China, more lead time oray be necessary.

Executive visits should be timed to c<>

incide with a banner event, such as a

contract-siSning ceremony, produc't un-
veiling, high-profile conferen<'e, facilities
tour, or office opening, a(cording ro
Steve Drake, general manager of Fleish-
man-Hillard Scrxchbrcrok Link in Beiiing.

The CEO's presence at such events sewes
the dual purpose of sealing the event's
impact and demon*rating the company's
commitment to its China operations.

At the outset, the foreign company
nt t'ds to evaluate whether oulside aisis-

tance will be necessary to execute the
visit with the desired panache. Among
the possible events to be arranged are
meetings wirh Chinese officials, plant
tours, at least one banquet. and press
triefings. If tie company chtnses to c'on-

tract a public relati()ns firm, many of
which handle one or rwo CEO visits a

month for clienrs, thc China staff still will
need to bear responsibiliry ti:r the overall
planning process. If the lirrcign firm
ch<xrses to handle thc vlsit in-house, ils
China sraff or hqit organization must be
ablc to maneuver through government
agencies and h<xel offic'es to make sure

all the details are covered.
V'ltcther it hires a PR firm or taps in-

house resources. thc China staff also
should decide on a communications stmt-
c^gy f<rr the CEO visir. Dumonr adviscs
that publicity for the CEO visit should
emphasizc thc contrihution the compxny
has madc to China. such as developing
the country'$ human resourcts or fbsler-
ing the grorrh of a new industry.

Colling on oftchls

Arrdnging llrcetings between the CEO

and Chinese officills should rank high
on the China stafls prbrity list. Though
the lc,vel of inlluence of the officials with
whom the CEO will bc mecting in China

is likely to he a primary concem of the
CEO, Dumont counscls thet "highcr is

not nec€ssarily bener." Rather, it is im-
portant to target ,rffrcials whose respon-
sibilities are relevant to the foreign fiIm's
operations. If approached in this way,

SaininS an audiencc with inflrrential Chi-
ncse officials should he easicr than sim-
ply requesting a meering wirh a vice
premier, whose sway over issues rele-
vant to the company s proie(as might be

slight at best.

Confirmotion of
meetings'ryith Chinese

officiols is o frequent

source of tension

between the home

ond Chino offices.

T() tvin nreetings with appropriate Chi-

nesc vIPs, the company s China sraff will
nec'cl to mohilize it.; f<rrces of influencc. lf
the company has had no previous con-
lJ(I wilh tll( pilni(Ular offrcial ()I orgxni-
zillion, it will alnrost cenainly need a

third-part! inrrulu(ti()n bef<rc the oltrcia!

will agree to e parlay in pemon. After thc
inlroduction. the (lhina staff should rc-
quest a meeting in writing, p()vide inft)r-
m:rtion aboul the,rrmpany and reasons

f<rr the rcqucsted rneeting, and genemlly

estahlish irs crcdentials-

llccausc Chinesc official$ dislikc sur-
priscs. the), often n ill request lxforc'hand
infi)mution rcgarding rhe fonnat, talking
points, and paniciF)xnls in the proposed
mceting so that thcy can prepdre their
shncl on issues. For tlle tbreign company.
supplying clctailed matcrials ensures th:rt
the Chinese sidc will rccmir thc most :lfr
pr(,|)ri!rtc pe()plc t() :lltcnd Ihc nlcelinH.

In drxwing up ofhcial lists of thc. nanres

of the CEO delcgatron memlx.rs, rr is inr-

pondnt to list namcs not alphabetically
hut in order of rar,k. since lhc Chincse

arc likely to aisum( rhat the finit individ-
uals listed lrrc the m()sl imponxnt.

(i)nfimuti()n of nrcetings with Chincsc
rrffirrals is J lrcqutnl srrurr'e of tensxrn

betu,een the homc and China t:ffices.
That thc China om,re is olien unable to

confirm a meeting with a panicular offi-
cial is most often due not to incompe-
tence, as the home office may falsely as-

sume, but to Chinese scheduling
prarlices. According to Seligman, the Chi-

nerc official's staff may agree in principle
to a meeting with the CEO, bur will often
rcsist flxing the time and avoid making a

final commitment, especially if the for-
eign deleSation has not yet arrived in
China-anything can happcn in the in-
terim, rhe thinking grxs. Consequendy, it
is not uncommon for the Chinese side to
wait until as late as one day prior to the
schcduled meetinS lo confirm the time
and officials for a nreeting. n) avoid in-
tra-company conflict, the China office
shorrld stress to the home omce at thc
outset that meetings with Chinese offi-
cials are never guaranteed.

The CEO delegation should arive at

meetings with Chinese officials and ass<r

ciatc. neither crrly nor late. hut on timc.
as punctuality is considered a vinue. Any
delay requires an apoklgy when the pany
arive.s. The highesrranking guest entcni
the meetinS nx>m fir$, and othcrs folloq'
roughly in orcler of dccreasing rank. The
principal host shows the principsl guesl

t() his or her chair. which $'ill be to the
immediate right of the host s own seat.

In geneml. if the forcign sidc has re-

quested the meetinS, $e Chinese will let
the guesls sct the frumcwork for discus-
sk)n. A faw caveats apply f<rr the CEO
regarding acceptablc behavior in meet-
ings. Chinese dislike frcquent interrup-
ti()ns or having the speaking flcnr seiz,cd

fn>m them. and they dislike being chal-
lenged to divulge information rhey tre
un$'illinli to discuss or lo rcverse their
position on a rcque.,it thc!,havc alrc,ady

rejected. Finally, the CEO should resist
the tenptrlion to address his or her re-

n'urks to the interpreter rather than to
thc principal Chinese representative. Not
ftrusing on the principal Chinese neg(>
tiat()r beclusc ()f a (()mmunicalion gap,

while an elsy trap to fall into. will be
seen as ;xxrr lonn.

Getting fte word out

Once the foreiSn c(xnpan,v. ()r PR firm
iI onc has heen contracted. has defincd
thc meli.sage of the visit, the legwork can
bqqin. An effe('tive (nnmunications slat-
egy should c()ntain several comfx)ncnls.
The China staff or PR frmr qill need t<r
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target thc appropriate audienc{hinese
officiali. the intcrnational husiness com-
munity, Chinese consumcrs. or stock-
holders, perhapri-preparc prers relcases

and briefings, ancl possihly arrange inter-
vieq,s b('rwcen the CEO and Chinese re-

Ix)ners.
Be(xuse press l)ricfings (iln takc \'ari-

ous f<rrrns, the China staff or public rela-

tions firnr must choose the forum that
hest matches thc overall objcc'tive of the
CEO'S visit. A c()mpany thal sc'eks k) pr(}
mote its image among Chinesc con-
sumers nuy chcxrse a general press con-
ference, while a company lhat brinSs a

CEO t() China to lobby govemment offi-
cials nLny arrange a smaller briefing with
a group of seleoed reponers or xhedule
a one<)n-one interyiew between the CEO

and a Chinese rep<lner.

The China staff should also pr<>vide

Chincsc rcponcrs wrti prr:ss kits tlut in-

clude background information and sup-
porting materials for thc message the
coflpany is seeking to convey, and
should give Chincse nrembers ()f the
press plenty of advancc notice ()f the
schedLrlt d evenl. F()reign c(rmpJnies
should c()nsidcr hr>iding separate brief-
ings for Chinesc and Vestem prcss, so

that Chinese reporters will not be "cl-
bowecl out" by \vestern reporters. says

DBkc. As more foreign firms and multi-
nirti(,nal c()rp()ftllr()ns invest in China.
Chinese refx)rterl, frequently have invita-
tions t() cover sevcral banner evcnls aa

once-gooe are the days when Chinese

nc\trspapers would print a CEO s spcech

vcrbatim. For this rcarcn. I)rake utlrises
China stall to eslal)lish ongoing rehtirrns
wilh Chine,se refx)rters, i.rther than s<r)ut

f<rr ooe-time crrverage for a CEO visit.

Thinkiry Chinaso

In addition to slrictly hu$iness-related

arrangemenlsj the lirreign c(nnpany must
(r)ncem itself qvith i:isucs of Chinesc prt>

tocol. l]ccausc gift-giving carries much
wc"ight in Chinese culture, the China staff
must give ample consider.rtion t() thc se-

lection of gifts li)r their Chinese hosts.

Foreign delegations commonly givc one

large gift to the Chinese ()rganization. or
il comhination of :r large gift frrr thc prin-

cipal Chinese host along with smaller
gifu f<-rr <xher Chinese hosts. The f<>reign

company should make sure that what-
cver gift it presents can he given in a

public manncr and will not lt construed

irs a pcrsonal gifl. A highly valuahle gift
given t() Jn influential pcnion in private.

$'hile n()l unconrnr()n. is risky and puts

Chino stoff should

estoblish ongoing

relotions with Chinese

reporters, rother thon

scout for onetime

coveroge for o CE

visit.

the reputxtions of lxxh the recipicnt and

the foreign company in jeopardy. Espe-

cially in the orncnt S,ericxl of anti<rrmrp
tion fcrvor, which has caused some offi-
cials to take strong mcasurcs to avoid
accusations of impropriety, lavish gifts
can leave lhe recipient in an awkward

fx)sition.
Suitablc gift-s might bc ()hiects of an,

such ls silver or crysul omamenls from
the home country, a computer for the or-
ganizalion. or a lxrrk---cither a largc pic-

ture k)ok or one ofl a topic relevant to
the Chincse organization s mission. vhen
giving out company mementos, the China

staff should be careful to plan on <>ne for
cach Chinese or foreign participanl. At
one US frrm's banquet in lleiiing, for ex-
ample, the foreign company left sterling
silver name-cad holders on the chairs of
all 75 guesls.

Cenain ilerns are considcred tal'xxr as

gifts in China. To give a clrrck, when rcn-
dered in Chinesc, is a homonym f()r "to
send someone to his or hcr grave," and

f()r this reason rhe China staff should
avoid sclecting clocks and watches as

gifts. An()ther faux pas would bc to give

grcen c-Jps to Chincse mcn. Ofl one Chi-

nese delegation's visit to the United
States, the American sponsor gave green

hasetrall caps sfx)ning lhe crrmpany krgo

to delegation members, and was disap-

Fx)inted to find that none of the 30 men
wore them on their cross-stale tour.
\(hen the sponsor inquired, he discov-

ered that Chinesc, popular lore holcls that

nren q'hose $ivcs rre unflithful qcar

Srccn (:lps.

l'.loilirg down tlre boquet

Another standard element in greasinS

the whecls of business is the Chinese
dinner banquet. In B€iiing, five-star hcr
tcls that have largc hanquet rooms-the
China world, the Creat wall Sheraton,

Jing Guang New !/orld, the Palac-e llotel,
and the Shangri-La, to oame iust a few-
are frequent sites for CEO wining and
dining soirees. F()r CEOs who will be

meeting with officials at the vice minister-
ial level and atx>ve, <r for f<>reilgr compa-
nics htercsted in imprelisin8 Chinese as-

sociatcs from thc provinces, the
Diaoyutai Statc Guest House and the
(]reat Hall of the People arc good
choices. Oompany planners should note,

however. that Diaor.rtai and Creat Hall
of the People, whilc impressive, lack staff
tnined t() anend to details to the same

dcgree as five-sar hotels.

Typically, 150-200 guests attend han-
quels f()r foreign CEOS, tiough banquels
for 500 participanls arc n()t unusual.
Cuesls are served up to a dozen courses,

tea, and alcohol at a cost of roughly $50

p(r pe^()n in mxior citics. though prices

in Shanghai tend to be alxrut $10 more
per pers()n and any banquet bill in-
creases when such deli(?cies as monkey
brain and sea tunle are included. Added
touches include a haoner made f<rr the
()cclsion (roughly $200) and flower cen-

rcrpieces (roughly $10 pcr tablc). some
Vestem companics, impatient with the
formaliry of Chinese banquets, have tried
to host cocktail receptions for their CEO

visit, mosdy with rc'vruncling failure. For

those tx)ld enough t<: try, however, cost

is hardly rn in(cntiv(- Ihe Dia(rylrui rc-

cently qu()led one firm a price of $100

pr 6ren;<n for a ctxktail reccption.
The foreign company or PR firm

should maintain a centrdlizcd guesl list
that combines lhe invitees of the com-
pany, host orSaniation, and other guess

suggestcd by thc public relations firm.
The hosl organization is likcly to invite
representatives from all organizalions that

thc CEO delegation ha-s met in the city or
will meet in the course of the trip. The
Wcstem pracLicc of resPonding to an in-

viution is not followed in China. Rather,

inyitees, Chinese and westem, are gener-

ally asked to acccpt or decline an invita-
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tion over the phone before an invitation
card is actually sent out, and only those
who accept will receive invitatiorl.i. Gen-
erally, invitation cards-$rritten in Chi-
oese and English-are handdelivered as

late as a couple of days prior to the
scheduled event.

As banquets are n()t incxpcnsivc, thc
company should in$ist that whichever or-
ganization is managing the affair-PR
firm, hGst organization, or China staff-
provide a head count one or rwo days in
advanc,e of the event. Place card.s for all
likely attendees should be made, as well
as corsages for the vIPs.

The banqurt holds is own srt rf prior-
ities and pidalls for the CEO uninitiatcd in
the ways of the Middle Kingdom. Dumont
emphasizes that the proper greeting of
Chinese VlPs-identifying them when
they arrive, presenting them with a flower
corsage, and escortiag thcnt to their

For the intrcpid corfx)r.ttc dclegalion
intendinS t() arrivc in a privrtc c()m-
pany planc in China, close c(rntact
with the LIS enrlrassv in ll('iiing is a

must. Thc applic.ltion for landing
cleirrlncc should l>c submiltcd lvr()
qccks pri()r k) the flight's schcdulcd
clcplnurc to the c(()n()mic .,c(li()n ()f

thc cnrl)as\y, which *'ill attach x diplc
mirtic n(xc hfi)rc passing tlre ppli(a'
tirn lo thc Chinc,se Ministry of tirrt ign
,Ajlairs (I'IFA) antl the (iencral Adrnin-
istration of (,i\il Avixti()n of Chin:r
(CAAC). TIB forcign <rrmpanv nrus lx.
prcparcd k) submit lull details of its
visit. including infirnnation on tlr lir
cralt, fircl rcrluirenrenls. pnrJxrx.d rout-
ing, and prssengcrs and crc$. Thc
company subnritting the xpl)licirti()n
mlrsl have il Chincsc sponsor firr thc
delegatiorr, nlxr also must conltr<t l\lFA
*'ith clct.:rils rf thc viriir. Alicr rc\'ic!!'inl1
thc appli(ation. Chincs(. ruth()ritics n()-

tiS tlte embassy 11' phonc <f thcir dc,
cision to xll()u, thc chuncr lliglrt

'lh()ugh regulatk)ns st:rte thirl (lhinil

has a stricl rrnti-sllmlagc policy pro-
hibiting privatc ch{ncr llighrs r() hnd
ar morc lhln {)nr p()int uithin thc
c()untr). Clrinesc xutlr()ritics r,!rluitlc
each applicatitxr sr.parutcly and flights

in a posi on of having ro refuse a request
would b€ a maior hreach of etiquene.

A CEO delegation l<xrking to unwind
over cockails aftcr thc day's ulks should
be forewamed *tat tsa is as strong as it
gets beforc a Chinese-style banquet.
Drinking beSins during the meal when
the host offers a toast, generally lasting
one to five minutes, to the entire group.
Typiczlly, Chinese toast-s stick ro general
platitudes and words of welc'ome, though
more substantive discourse is not out of
the ordinary. Vhile guesrs need not toast

with the powerful sorghum wine ( rzao
,ai) rypically used for toasts, the CEO
should know that switching mid-meal to
a softer beverage may be construed as a

sign thar the guest has aken offense ro
some aspect of the event. ln the ex-
change of gifts that may occur at a ban-
quet, the CEO delegation should not be
surprised when the Chinese do not open
the gifts prescnted to [hcm. IJccause the
act o[ givrng is symh)lic in hself, opcninS
a gift to see whal is inside is considered
to be in poor taste.

Torrhing dowr in Chim

CEOs will know immediatcly lhar they
have arrived in China when they catch
sight of the formal welcoming party at
the airport. Chinesc'take the rcception
and send-off cf guests rcriously, so the
CEO shoulcl dirmbark knowing how t<r

idcnriry and greet the head of the Chi-
nese delegation. The welcoming party
sent by the Chinese host organizati(rn
usually consisls ol ar a minimum. a per-
x>n of equal or immediatcly letsc.r starure,

to the CEO within the ()rganizarion, an
interprcter, and a "liaison officcr" to
whom b<>th sides voice concerns.
changes in plans. or requesls. Thc. official
welcome may include the scning of tea,

lugSage cdlection, and a hrief exchange
of formalitie:,, aflcr which the forcign
guc-sts arc whisked off to their h<:tcl.

A more tcchni(rl consideration in plan-
ning for the CEO'S arival is traflsfx)rtation
(scre krx). For the executivc wirh a tight
meeting schcdule or special security con-
cems. the China staff c.rn arranSc a fx)licc
e$cort. Foreign con,lpanics commonly
have polte (sc()ns lbr CEO jaunLs fnlm
the airpon into the ciry, lrom thc- h<.rtel to
the Chinesc leoders' compound at Zhong-
nanhxi, and to dre Creat \gnll. To arnnge
an escon, thc foreign company or its host

Chortering Flights to,Chino

ssale-is expec.te(l. Seating arrangemenrs

resemhle those o'the business meeting.
with the principal guest placed on rhe

host's right and the head table situated
funhest from the d<xrr. Chinese guests are
generally open to lighthearted talk,
though they are n,lt ave$e to business-re-

Iated conversation as long as ir is cordial
and face is preserued throughout, accord-
ing to Seligman. l)ufting a Chinese guelit

may lr apprr>verl for travel to more
than one city. Foreign firms are ad-
vised that fc'$,cr, t,tn no morc than, the
original numbc'r of people u,ho arrive
on a c()rpomte planc can depan on the
plane. Vhen ius(i$'ing thc purpose of
landing x priv te rhn(] in China, com-
panics are advise,d to avoid citinll
"convcniencc;" riither. c()mpaoies
nright statc tlut,-rrrporate policy re-
quires dle use ()f lriv:rle planes for sc-

ni()r executives itr ()rdcr r() nrinitnizc
the Jnssihiliry rf t,.'n<)rist acas. -l(.4.t

Vei rlgci

Ministry of Foreign Affairs

Tel 11610/5244896

CONTACTS

4l

The bonquet holds

its own set of priorities

ond pitfolls for the

CEO uninitioted in

the woys of the

Middle Kingdom.

For morc information, inter-
ested panies should conta<r:

Sur.rnn ll(rvnr)l(l\
I S Inll):r sv in lJ(ijin1,:

li.l: lr(rlr) itl JriJl (\l th I

Irrrr: tt(rlil iil I l-s
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organization will need lo c.,nify to the
Chinese Public security Bureau that the
visitor is a bona fidc MP----und pay for the
servic'es of traffic personncl.

Cruging fio rusuk

v4len the CEo has nudc thc rounds in
China and is packing for the trip back
home, he or she may w<>nder whcther
$e trip was successful. The scnd<rff cer-

emony is one way to read how the Chi-

nese side pcrceived thc' cxchange. lf all

went well from lhe perspective of the

Chinese side, the sanc high-ranking offi-
cial, or somc<rne of approximately equal

sutur(, who met thc gr)up (oming int()

China will appear at the airpon to sec

rhem off. If the Chinese side viewed the

overall outcome of the visit as negative

or w:r.s offendcd in some way, then a sig-

nificantly lower-rankinS representative
will see the CEO deleSation off.

Once the CEO departs, the firm's
China staff faces the job of cementing the

impac't of the vlsit through fotlow-up dis-

cussi<.ns and conracts made with officials.

Having met cenain high-level officials un-

der whose purvies'the foreign com-
pany s adivities presumably fall, the
China staff should send thank-you leners

that reiterite or craftily state any requesls

or pnrposals.
r00hile any whirlwind CEO tour to

China is unlikely in and of itself to Spar-

antee the success of the company's China

operations, if nothing clse it will almost

ce ainly int(xluce the CEO to the land-
scape of Chinas rapidly changinS econ-
omy. !7hat it will not elucidare to the
CEO are the rigors the China staff faces

on a daily basis, sincc $e rcd<arp€t trcat-
ment-pnlic'e escorts, fine dining, and ap
poinrnenls with hiBhlevel Chinese offi-
cials-hides the more vexing aspecLs of
runnrng a successful buslness operation in
China. Onc company represcntative in
Beijing commented that to educ?tc his

CEO about conditiofts outside of China's

alfluent ea-stem cities, his company takes

the CEO by c?r, train, or kxt to places

far off the heaten tnck. *.

Chinese MD, US green cord, soles,
mktg, & med science exp. Seeks med &
phorm reloted soles/mktg posn. Tel:
214/689-6710 or 8\7 / 548'9150.

MBA, 9 yrs exp in PRC. 3yrs devel-
op/mgmt exp w/ globol corp in PRC.

Reported to US CEO. Strong mktg,
soles, od, PR, JV mgmt, & invesl prois
exp. Exp in brewing, od, electronic
indushies. Bilinguol. Contoct: Ms. Lee,

Iel 718/ 672'1 566.

PRC notive, US res, BA (Chino), MA
(UK), ond MD (US); shong bockground
in PR, orgonizing events, lundroising,
ond bus communicotion; lrequent intn'l
speoker & troiner on cross-culturol
communicotion & bus protocol.
Effective longuoge & interpersonol
skills. Top conneclions in PRC. Seeks
posn w/ intn'l bus or foundotion lo
opply skills ond exp. Contoct: Ms.
Zhou, Tel: 201 /461-2388, Fox:
201 / 461 -5897 .

POSMONS WANIED

US MBA in lin seeks posn in US-Chino
investment proi mgmt, JV, or imp/exp
co. 7 vrs exo in PRC trqde. Motivoted.
Bilinolql. Con trovel ond relocote.
Conticl: John, lel/Fox: 8lO/ 619'
9867.

Beiiinger w/ US & PRC low degrees,
MBA. 6 yrs in lorge US bonk ond low
[irms. Mony contoch in Beiiing. Seeks

mgmt/mktg posn w/ US firm in PRC.

Conlocl: Gront Bow, Tel; 503/635'
9030, Fox: 5O3/ 636'0224.

20+ yrs exp in engineering, proiect
mgml, bus dwelopment, et ol. Fluent in
Chinese & English. Exp in Chinese bus
mentolity. Conicct Yin, Fox: 3O1 / 47 4'
2057.

PRC notive, US MS in chem engr &
MBA,4 yrs US exp: reseorch/industry.
4 yrs PRC exp: jv mgmt/mktg,/trode.
Contocf: Henry Qi,Iel: 415/ 997'
0238, Fox: 41 5 / 997 -301 L

THECHIilA
BUSINESSREVIEW
Clossiffed A&ertising
l8l8 N Street, NW
Suite 500
Woshingtron, DC 20036, USA

crAsstFrEDs

Agribusiness Reforms in Chino
Chino low Updote
Chino On-[ine
Chino Venture Advisors
fhe Chinq Bvsiness Revbw
€onsultec
lnternolionol Strotegic Allionces

P.45
P.48
P.33
P.23
p.8
P.l5
p.?7

MTI
New World Hotel
Orchid Holdings
Pociffc Bridge
Pocific Technology Venture Fund{hino, lnc.
*ience Center lnlernolionol
The US-Chino Business Council

56
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43
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ADVERIISERS IN THIS ISSUE

BBA fin seeks posn in S Chino. 10 yrs
budget, mnfg, occlng exp w/ Fortune
500 co. Contonese, some Mondorin.
Conlocl Peter, Iel: 414/7 49-4321 or
233-2648.

Seeking posn in infroshuclure develop-
ment or finonce in Chino. MBA,, 8 yrs
w/sovereign'risk Chinese corp in
Beiling, US money ch bonks in NY &
Hong Kong. Proven revenue-mqker in
cooitol mkt ond bonkino. Conlocls in
Chinese govt, bonks onJ moior corps.
locotion fexible. Iel 212/ 666'6985.
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Emerging Potterns of Eost A
in Chino from Koreo, Toiwon,

ston lnvestment
Hong Kongond

edlred bl Sumner J. La Croir, Micb.tel
Plummer, and Keun Lee. Arfflonh, Ny':

M.E. Sbarye, 1995. 316 pp. $60.N bard-
colel, t 22. 50 sofi coLcr.

Chino After Deng Xiooping

l)t, ltill.t
IIiTtl c:

' llb-1..4 Lutn. Sin$ulx,r.': .ful.,tt
*tts l99j..igi pp. g.l1()5 barl.

thc last llvc- yclrs. sitlr spccirl co)phasis

on l)cng s l(r2 i()umc\, t(, thc S(,uth.'
Ik' rk hcs into r<r'eml lsptrrs ('f (:hina s

ft'c(r'lt l)()liti(iLl his()q,. in(luding tlrc ex-

panding infltrcntc of thc Pr()plc s Lilx'ra-

li()n r\rrn\'. nr:r rkct-oricr'tl cd rc[orrns.
trIatis lcg:rc,v, llncl the pr;st-l)ung lertder-

shilT clilenrlrrl. Lrm prcdi(ts thll ll)e
lirrcc lirr ringing in thc ncN Chinu aftcr
I)eng ltrves tlrc s<cnc uill cnrrnllc n(l
fronr rny singlc lcldcr l'ltt frrn a slr<rng

civil 5()eid\'. lhc rrxrts ol'shich hlve
tuLcrr lr,rkl in tlrt li,rnt ,,1 lrtc cnl('I)ris(
lrrrd <.xpl,sr.rre lo inlcrnation:rl tremls.

In clxx)sing to fix.rts his analvsis on
tlrc firc rrars lx{\'cen l9tl9 an(l 199.i.

kun implies rllxt this pcrtrl has hccn r:s-

J--( r.rlh inlp{,n:lnt ll, tll( lirturc ()l (:lltDJ

ln l.:rol s \ iri\\'. lh( slu(lcnt clenronslrl-
tkrlls o[ l9ti9 olTered l)rr]g lhc (Jun( c to
cap his clrcrr uncl cornplclc his lcglcv
15 J lx)lalical lntl cconornit rcforntcr. but

inslcacl he trrrncd his hir(k ()n lh.rl

plth-lrncl on the studenls. Instclcl o[
lrstos,ing on China constitutional guar-

lntccs that rvould cstablish ln inde;x:n-
dcnt iudicixrv rnd clc,rrl1, diviclc the rolcs
o[ pdn], Stxrc, rnd olilitxn. l)cng \\'ill
It,rrr bt.lrrnrl :r s\slcnr incnlsingh <ftrrtri-

n:rtcd hy those ''l'h()se vestcd intcrests
alrc !) llltinlilin thc stlrtr,rs qrro.

Thc lxxrk shor,tld prolc csJr(iitll]' irpl
lirr scrirrrrs \tudcnt\ (,1 (:l)in(\( tr)liti(sr
inclecd. thc lrvcl of dctail in a:hi d Afk'l
IX,|I: Xitk'lrill! nukcs it rn irlcal primcr
firr lnvonc conetrnccl ll-nrut thc futurc

Political stubilitv oI thc urrrlcl s most

lrl,puIrrrs rrnrntn I-rrrr'.' llrrshv lvlt' ir.r
sclcorne thange lnrrr thc nrort plrxl-
(lir)g k)nc lhat chlractcrizes nruch con-
t( rrlp' )rxr-1 .tnrrlr'.rs r:l ()hrnt:t lxrlitrr.
'[h()sc sh()pping lirr nrlth pur klged prr-
(licti()ns rrill cornc up shorl rcading
hrr's h<xrk-hut thc barg:rin is in tlrc
f rtrrn:rlistir' xrxrps.

A/l.S

It is J qucsti()n on cvervonrj s nind-
''V'hlt q ill hxppn in Chinir xficr [)en8
Xi (rping dics?" Vill)' V(FLxp Lrnr. cur-
rently Clrinx cdit()r li)r the soulh c:hlut
,lr(}rlirg llN, rrnd r krng-timc rcgrncr on
rrrrrinl:rntl 1':olitr,.s.:rnsu'ers tlrut l)r. ng s

hist()ricrl (()ntribution till prove to l>e

irnvthing l',ut a plurirlist denxrr:lq. Hx\-
ing fiilc'tl to iniliirtc r pr(X-es\ of grlitkll
rcfomr. Dcng conlrilxlled k) thc c()untry's
politi.xl srir8nxlk)n. 'lhough thc lclder-
ship u()ikr" ()f.lidng Zctnin. l.i I'cng, xnd
Zhu R()n8ii will probably rerlrlrin in plucc

tlrrring tht frrst l-..: \cJr\ rll(I l)cng\
(l(alh. Lilnr l)clic\c\ th;ll il nc\\' c()te
grr>up of liheral-minclrd lcaclcrs cottld
cmerge by thc end of thc der':rrlc.

Lam c()n(cnlratcs heavilt on hack'
siltg( acc()unts of politieal happcnings <f
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BOOKSHEIF

Efiergi g Pallents of Eust /1si6n lt-
tvstnent iu a:bina ltun Korct, TAi !al,
oul Hortg Kong a<ldrcsrcs thc fx)litics lxj-
I)ind lhe t(nf(,ld in(r(Jsc in li)rcilin (lircd
inveslmenl (FDl) in China ()ver the pnst

15 ye:rrs. Of panicular interest to thosc
involvcd in China busincss are the chap-

ters on IleijinS's pcrspective ()n FDI, as

rvcll as seciions on invcstnrent from
Asir's incliridual ncr,r'ly intlustrialized
cconomies (NIEs). Olher clrapters ana-

lyze the implicati()ns ()f g()\\'ing FDI in
(lhina and f<recast thc prlitical inrpatr of
these flows on the China Economic Re-

gion." thc Jrea encompassing'l'ri\tran,
lfi)ng K(,ng, and thc prorin<cs of Fuji.rrr

ancl Guangdong.

The lxxrk caten to lxnh academic xnd
busincss concems. The multi<lis('iplinary
work hy eeonomists and political scien-

tists includes data rhat illustratc thc quan-

tiry nd rypes of <irpital flows hctwcen
Chinr and the othcr East Asian
economics and dculls somc of thc struc-

rural changes that have resuhed fr()n NIE

inveslment stralegies, such as the ten-
dency among developing country
economies to shift domestic prqluction
away from primary prcrdu(s and toward
more labor-intensive gq)ds. Given these

ch:rnges aod the c()ntinucd need frrr FDI

t() carry ()ut these projccts, the authors

concluclc that gro*th in thc China EcG

nomic Regi()n-and throughout all of
China-will depnd greatly ()n cvents on

the mainland and on Beijing's continucd
commitment k) ec'onomic reform.

For businesspeople, the c()mpilati()n of
essays provicles practical examplcs of

past project successes along with saveals

for beginning investors. For example.
clne chapter gives clse studics of Tai-
wan-PRC ioint ventures in Jiangsu
Province; an()ther looks at the opera-
li()nal stru(ture of ! sur'cessful Sino'
Korean toy company.

Although Emelging Pc.tlen$ is t\ot't
step-by-step guide ro investing and d(rs
not address speciflc questk)ns on joint-
venture sun-up in China, the hrxrk s or-
ganization makes it a convenient refer-

cncc on the current investment climate
in China. M()st investors will find thc
snapshots of individual proie('ts and the
general overview of trends and issucs
facing foreign businesses in China com-
g:lling rcading. In addition, the comprc-
hensive reference scction provides a

lengthy biblkrgraphy for readers needing
morc specific infonnation. 

_M(y
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hino ond t Beoutiful lmperiolist:

nquiry
Chino Perceives

Americo

l/y Ricbsld Mqdwn. Berbley, C
sit! of Calijonia Press, 1995

027.5O bardcopr.

Lit it\r'
262 l,!)

stantly assessing what is

happening in China and
why, but most of us fail to
think much atxrut the rul-
tural baglage we carry as

Americans into our en-
ounteni with China. F-ven

fewer of us examine the
baggage txrme hy our Chi-

nc'se counterPans.
ln Cbina a d lhe Aneri-

can Dream, sociologist
and China ipecialisl
Richard Medsen offers a

highly interpretive, en-
gnrssing analysis of what
the author considen lo be

tlrc American national self-pcrceprion in
the contcxt of tls-China relations sincc thc
Nixon lrrcakthrrugh. MJdsen mainlJini
that Amcricans have always loaded the
SinGArnerican relationship with a hc.a!ry

burden o[ morul and religious expecla-
tions, including the mistaken lxlief that,

under US influcnce. China n'<luld nxrvc'

int() line with American values. Madscn's

txxrk firuses ()n the effc(rs of r.rpidly in-

tensifying Sino-Amcrican contact on Amcr-
ican idells and self-perceptions, but hc
also captures extrcmely well tlrc effects of
the contemporary US-China enc()unter ()n

Chinese vxiety and scxial nxrrcs. Viewed

ilgainst thc hackdrop of the c()nl(ntious
debates over ltlost Favorcd Nation trddc
status o[ recent years, and with thL'
pro.spect of c()ntinued acrimofly l]erwecn

the rwo countries on a variery of issues,

M3dscn's hook rs extrcmely interesting
fixxl f<.rr drought. Folkr*ing a moving dc-
scriprion of Amcrican rescntment at
China's failure t<l supgxrn values that many

Amcricar$ Frrccive to lr univcnial and an

analysis of Chinr's growilg sense of cul-

tur.rl barrcnness arrd cmcle obsession with
gcling rich. howcl'er, Mldsen's conclud-
inL notes ()f h<lptfulness lor mutual un-
dersunding havc:r limp qualiry rhat fails

to inspire much confidencc.

David Shambaugh's
B.'auhf lmp"ialist, on
thr: other hand, analyzes

hr,w China's 'America

Vrtchers" perccive thc
l,rited States. Drawing on

rhc work of Chinc'se jour-

nalists. rcsearchcrs. ancl

foreign uffairs spccialists
fr(,m thc 1970s through
the Tian.lnmcn square
dcmonstrations o[ l9ti9.
Shambaugh revcals thc
Chinese intelligcntsiu s

vi('ws of Anrericrn soci-
c(), econ()mic structure,

fxlliics. irnd China s for-

eign policy. Prediclably, these America
\(rerchers lall inr() tw() camp\' Marxisti'
rnd. sin(c thc 19tt0i. non-Marxists.

The Chinesc p(.rcepti()ns thrt sham-
baugh identifies d<r not add up to a par-

ticularly rcassuring picturc of the Chinesc

intclligentsia s penttration of the complex
rcalitics of thc American experiencc.
Clhina s ol(lcr Amcri(? Vatchers, who bc-
l()ng t() institutir)ns cl<x<'lv conncctcd tt>

the structures of f'arty and govcrnnrcnt
power, frame discussions about the
Ljniled SrJlcr' in te ms th:lt many Am('ri-
cans would not recognize, such as

$4rc.thcr American monopoly capiralism
is on the hrink of ,,'ollapse. Shamlraugh's

lxxlk provides cncouraging cvidcncc.
however, of an emerging core of Chincsc

intellectuals who are increasingly familiar
tith the daily rcllitics of thc Unitcd
states and the Vcs: ancl are unwillinS to
fr>rce the Anrerican experience into thc
cuhhyholcs of Mirrxism-[,eninism-Ma()
Zedong thou€thl .

Though not "lrad husiness fare, an

evaluati<ln of cultural assumptions war-

1,

+

China Perceives Americn,
1979.1990

DAVID SHAMBAUGH

ctltxA
AiIEEICAN

IDTEAIII

ltGi|rID it,tDtEr Acnlsusrxrss
RrronrsrxGnrxa

The Case of Wool
lohn W. Longwonh & Colin G. Brown

Thls d€tailed analysis of how the Chinese arp
reformint their wool harletint system
addEsses many of the most diffiolt issues
confrontint Chinese society and its interaction
wilh th€ world communiry By examining
tn6e asp€cts of contemporBry China lhrough
the cas€ of wool, the authors pmvide filsthand
insights into the impact of economic rcrorm
on particufar social trouF and instiiutions.

260 page5, published March 1995, $70.m

Publbkd by

CAB INTERNATIONAL
ttatlindi,td, U.X..-U,-rnibutd in tu u.s. by

The University of Arizona Press
1230 N. Park Ave., Tucson AZ 85n 9

vielMclDts: |W263n7 I EAX s204214899
l"bil dd.6, dd,l t2-@ s&h.
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b.y' Da d Sbambaugb. Princebn, NJ:

Hnceton llni*\,t! Pt"ss, 1991. .J26 pP.

S 17.95 sofcowr.

Beautiful
lmperialist

rants businesspeoplc's attention, perhaps

on one of thrrse krng. trans-Pacr6r husi-

ness flights. The Shamtuugh and Madsen

volumes renrind us of how much error.

nriscllculation, over-extitcment, and, cs-

pccially, disappointlncnt, pcrsisl xs morc
and nx)rc Anericxns and Chinesc at(enrpt

to lirrge rnutually ltnefi, ul relutronships.

-Rolx'rt 
A. KapP

tulL'rl A. Kdpp ir pftsidet of tbc ( ts|bina
IJttsi,](\a (.inttrcil.

Americans doing business with Chinese

ofrrate in a qorld of murual pc(eptions,
preconceived notions, and categories ()f

understanding that wc seldom stop to
ponder. As businesspeople wc are con-

Also fton CABI:
Chin.'r Liv.ttocl and RalatGd &ricukur.
I.R- Si.Irpson, Xu Chmg e A*re Miyazrli,tl2.@

Chin.'t hatorrl Rcdon
l.W.Irngunth O C.l. Willln rsorl, t8t m

Oircctory of Chln8aAt icultural and
Rclat.d Ort niz.tions

ZJanB Qaoqiao, tfi.@



Chino Todoy

Covering a myriad of lopics r.lnging
from the trcatmenl ()f €thnic min(,rilie' in

China to the Most l'avored Nation tmde
sarus debatc, Cbina klay providcs an

cxccllent overview of (()nlcmporary is-

sues in China. Dt>nald Shanrlr, a Colum-

bia tlniversity joumalism pnrfessor, and

his wifc, Constance Shanor. draw on their
expcricnces living in China on threc sep
arate occasi()ns since l9ll4 to provide

useful background reading for f<rreign

businesspeoplt, new Io Chiru.
Thrxe in search of an intrduction to

the invcstment climatc and recent eco-
nomic groMh in the PRC uill 6nd anec-

dotes and commentary on topics from
the Special Economic ;aones lo State cn-
terprisc, ref<rmrs. The authors tlso provide
succincl sumnuries of China's mat()r ec(>
nomic and social policic,s and have
rccor<led s<lmc intriguing intcrvie,ws with
Chincsc peoplc.

In (,ne ('J:'e. a rtst:rr<'her Jt a t'l(ijing
lhink l:rnk concluclr.s that dr.spite
(lhina s stclhr econ()mic gr()wth, lhe
country's legrl systern neccls lo be nxlre

transparent in order to maintain a high
level of foreign invc'stment. In an()!her
interview, an olficial from Beiiing's State

agricuhural institute counters that all in
his field is manageahle, boasting *ut re-
forms rn Shand()ng Pro\in(c havc in-
creased agricultural production, rural
empl<>yment, and inc()mes for th()se
who work in snull enterpriscs and the
sc,rvices industry.

In shon, the book's wide-ranging pre-
sentation of vignenes al-rrut daily life in
China will likcly motivate its readers to
want to disc()ver more atxrut this East

Asian 1x>r'erhousc' 
-.tIJ<

Guidebook on
Troding with the
People's Republic o
Chino, 4th edition

Profile o[ Chino Morkets:
Complete Morket Doto on Spending

f Potterns of l.l Billion Consumers in Chino

conpilad h.1'the l:couruic aid Soci.tl
ai[,,,?tL\sion Ior Asid and lhc Pactfc. Nuu
ybth. Nr' Ibtite.l N4lions l\tblic...tio s.

199.). 581 pp. $75 xllcowr.

ainct inlr()ducti()ns t() kcy ()qlxniz:rli()ns

an<l slamlar<l lrusincss pracliccs, an<l the
sorkings of the PRC s Cusl()nls, (()rl-
lrnxlity ln.pc.1i()n, rnsttr.rnr'c. rtnJ hrrciln

cxchange systems. Though
offcrinS a limited recitation
r)[ lcgal requirements and

littlc' prartical aclvicc or
''how t(i tips, G id(,lxbk
on 'frarlinq u,ith lbe llt,.
ple's Relrublic ol a:hitut is

l hancly rclrrence for

lusic dcmogr.rphic dala as well as statisti-

cal hreakdowns of average houschold
r--xg:n<litures and retail sales.

Likc the GuidL,hooh o Trdding uitb
the l'.\plc s Rcpuhlic 4 Chifla, tl\e <Ll].,r in
l'rofile ,rc already *rnrev,'hat outdlted
(1991-92). F()r currenl data. rcsearclrt rs
u'ill ncc.rl t<l (()nsuk original srurces, Iut
lhis lxxrk's tahlcs ancl stutistics also lack
s1xcifit s<urcc citations-----onlv a gcncr.rl
listing of sour<cs aplrars in the [x>ok's

introclution. A funhcr dra\r,l)ack is th:lt
thc h<xrk i' uithrut r':rlurhlc tirne-st.rrr.s

data that illustrate lrends whi(h are ()ftcn

nxrre rcvealing than current-vcar nunt-
bc.rs issucd by (lhiftis statistic:tl rep()ning
()rg:rniz!li()ns.

Altlrough much of tlrt, data in PmJilL, is

also published in China s omcirll English-
language Stllc Stalistical lJurc:tu ycar-
lxnks, thc tal)lrs in this volurnc incorp<>
ralc a l'rnrad range of infomration in each
gcographic scctirn and crn thcreby slve,

researchcrs tl're task of huilding tables
from bits ancl pieres o[ srztterctl data.

-Richard 
Br"cher

Ricbaftl Brccb?t is .lircckrr of the Council s

business aiah'isofl setuicati.

As tlrr tit[ rlcclerts
Gui.lcbook ou
Trq.li,7g u'itb thc
Peopl.' s Rclruhlic
ofa:hiruArllasi<
primcr on doing
l)u$incss in Chin:r.
Much like a typical
alminar(, it is inc()n-
spituor.rs but puckccl

uith rrsehrl tlata. l lrt
book prcscnts thc
datl in a wcll-orgl-
nizcd [<rrnut incltrd-
ing introdu(t()ry inf()r-
mxti()n on (lhina and
its ccononri< lncl trad-

in8 s) slenr. provinci!l
pr(,filcs, rnd cxtensi\,c
statislical lxblcs and contact infcrmation.
I lnf( )rtu natcly, thc figures in the latter
seclion, vintxgc lD2. are alrcady ttxr old
for pr.rctical busincss planning.

What clistinguishes thr Inxrk fronr sirni-

lar volunres is a special section with suc-

complnics ne$ t() thc
Chin. nrerkcl.

l'tblile tl ahin.t .lfuo-

tct.s. anothc,r primer,
pr*'ides ready rcfcr-
cncc to <lcrnogrlphic.
income, a ncl r'on-
sunrpti(D d:lta xt thc
nxtional, provincial.
antl nujtrr ntuni( ipal-

ity lel'cls. The p()vincixl pr()files

offer useful haselinc informalion. but
nrarkcl resc'lrchers kx>king lirr detailed
infonrirtion will neecl to go heyond this
volunre. The lxxrk is dividcd into lhree
scclir )nj,-nalx )nal, provincial. lnd ma;or

nrunicipxlities---(,ach of wlrrch cr rntarns

.@.-@d'd6u8n,,-

;i':*?$,t6:ii:'H"^
*tl sr'b

Hb
@-)
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lry Dctnald and Constance Sbanor. Neu,

Yo*. lW: Sl. Manin's Pre\\, 1D5.249W.
$22.95 b..rdcorcr.

compiled btr Hesslq ke. Vancoutet, Bilisb Columbia: Hercubs Publisbing House,
1994. 256 W. $45.5O soficowr.



Foreign Joint Ventures
in Contemporory
Chino
ll, Michael Franz R@bnE. New Yoth IW:
Sl. Manir.'s Pr6s, lW. 117 W. t49.95
bardctwer.

of lfuhan in 199(191. [n addition ft) ex-
amining the rolc il gual].xi, Roehrig cx-
amines other imp )nant va.iables that in-
Iluence projecr n(.9()tiatiorLs, such as the
soundness of the foreign investor's rela-

tionship with the Chinese panner's per-

sonnel and thc lrngh of timc l frrreign

investor has tren a.'tive in China. The k>
(irtion of a ventunr also can influcnce the
tenor and outcom,-' of oegotiations, as o[-
ficials in Special Economic zones, Ecc.
nomic and Trade f)evelopmenr Zones,
and High Techflology Development
Zones often arc m()re lenient in their
dealings *'ith foreign invest(rni than om-
cials elsewhere. Rochrig also ()bscrves

that Vesterners'' corporate pers()nality"

oftcn seems to dttract from their abiliry
ro hargain effectrvely in China, implyinS
that the foreign businc'ssperx>n *'ould do
well to mastcr sonrc of China's cuhural
nuances before discu$sing invcli(ment
sSrecifics.

R<xhrig s study reveals the degree to
which oegcriati()ns in China include krth
a "foreign and a'Chinese" side, but also

inv<llve l<ral authorities, who can stave

off interference from higherJevel authori-
ties in project approval and opcrations.
Rehrig nBintains that sincforeign fle8(>
tiatiorls also face the funher complication
of coming to a mutual undersunding of
contracts and law. The cause of many
deadl<xks in negotiations in China stems

from China's history of emphasizing the
'rule of man" (rerrzbO, rather than the
"rulc of law" Vazhl. As a result, Roehrig

6nds that Chinese busincsspeople tend to
prc'fcr more ambiguous contract stipula-

tions tlut allow for r)ngoing interpretation
and neg(xiation. while the vcstem husi-

nessperson is accustomed to relying on
d(rumented agreemenls to resolve con-
flics. For the seasoned negotiator of con-
tracts in China, this book offers few
hands-on tips. For the businessperson
new to Chifla, the txnk offerc a general

academic analysis of the hargaining
p()cess-a crucial componenl of doing
busineri.s in China.

-PtFt burshtry

Guide to Phormoceuticol ond Reloted
Reseorch lnstitutions in Chino, 1995 edition

b! Wicon lttemotional. 251 pp. tsOO
sofcoter.

lficon Intemational, a pharmaceuticzl
industry consultant hased in Fort Lcc.

New Je6ey, publishes this annual guide

t() China's pharmaceutical insritutes.
ViCon als<> co-publishes with IMS, Inc.

China llpdqles, an excellcnt monthly
pharmaceuticals newslener.

Tlte lD5 Gukie li\sLs s()ne 320 special-

ize{ resc'ar.-h in$ih.ltions, univeniiry-alnli-
ated research institutions, and research

departments of nuior Chincse pharma-

ccutical manufacturing companies. Each

cnrry lisrs fie institution s founding year,

director, t()tal staff (including a break-
down of senior and iunior researchers),

lddress. phonc number. mlin lreas o[ rc-

search, and nunrbcr of personnel by re-

scarch division.
Though a g<xx.l starting fx)int for com-

panies seekinB to loin forces with Chi-
nc'rc rescarch institutes, thc dircck)ry pro-

vidcs n() stmlcgic advice on f(,mring j()inl

vcntures in this fisld. The indcx. which
groups institutes l)y l(xation. would be
more useful if it provided cross-refer-
cnces for research ficlds and institutes. In
the orrrent edition the reader cann()t use

thc index to identify which Chinese re-

search in$itures sl)ecialize in, [<rr cxam-
ple, cardiovascul.rr drugs, but instead
must read through all of thc cntries.

1he guidc's strenSth lies in the
s1^-cifics it providcs.rlxrut the tyJx ,rf re-

sr-'erch conduclcd rt cach instituti()n. h( it

ns(lrch on (nzynrc cnSineering, gcfletic

engineering, or birrchemical drugs. The
personnel breakdr:wn also givcs rcadc.s

e sense of each irstilutc's particular em-

phasis. Despile irs lack of a c<lnprchen-
sive oven'icw of j<rint venruring s'ith Chi-

ncsc pharmaceutit':rl resc-arch ccntcrs. lhe
lxxrk would make iL useful addition to a

phamrateutical c(nnpany's refbrcnce <ol-

lcction. 
-Ddni.4 

Mutti

I )tuliel l|anifi i\ tktiaqL,r oI ll:te abtttcil s

i[t\\t ntL\tl ptugra

In just the last year our China team has

helped l5 U.S. companies to:

- Anallze their China markets
- Profile candidate partners
- Negotiate and close transactions
- Source high quality components

...and all 15 give us top ratings,

With over 50 professionals on the
ground in China in thc chemicd,
medicd, electronics and industrial
fields, wc can help you, too.

)a#080E i*ft+tr

Tim lleckesser, Ph.D., Vice President
Shiqiang Gu, Director, China Busincss

July-August 1995 The Chino Business Review

Michael Franz R<r-h,ig's l;o.ign Joint
Vefitures in Conlemporary Cbina crul]],irtes

the history of the Sincrfortign joint ven-
ture since the initjation of the "open" pol-

icy in'1979. R<rhrig is pani(-ularly inter-
ested in thc negotiation process,
concluding that successful ioint-venture
negotiations have become increasingly
dependent <ln personal relationships
(guanxi). L)rawn from his doctoral re-
search, Roehrig's study would benefit
novice foreign investors unfamiliar with
the broad framework within which Chi-
nese business ne8()tiations take place.

Roehrig draws his conclusions from
ohservations and interviews with fr rreign

inve.stors in and around the industrial city

PiF:r Lou\rh,ry i\ an atsociale in lhe

Council's businais adtisory senices.

\ooo/o

Science Center Internrtionrl Ltd.
3600 Mrrkel Sr., Suite 100

Philadelphir, PA 19104-2642
Phone: 215-823-5008
Fax: 215-E23-5005
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Working With Chino:
,A Six-Port Video Series

ploduced b)' hterct,ltur..l 'liai ing Rc-

sorrc.$, htc. S4 l:ft,nci-\co, CA. 1()95.

$).-)9t [ull set oJ 6 ti.L\\r ). $495 gx,t

dit\,l i 175 (llv4a.t' twt.tl Fr dtktt).

Anriclst a plethora of specializcd
nranuals, handbooks. investmenl
guides, and other printcd mareriuls.
this video s('ries pres('nts in an easy-
tGassinrilxle fomrat many of the bl-
sics of doing busincss in China. Thc
series of six videos. each roughly 30
nrinutes krng. is ideal lrackground and
rraining frrr China lrusincss del'ckrp-
ment leiltns and corporate represcnta-

livcs l)rcprring t{) rcl(,(.rt(. to CIlinx.
'llre finit two vidc<x provide an in-

tnrducttrn t() China rnd discuss thc
inrfx)rtxn(e of devckrping Et.arLti. <t
c()ntilcts. \ytrile any()ne with a m(xl-
icurl] ()f China sa!.vy may l>e lxrred hy
the intnxluctoryJevel infirrmation, the
use r>f hulleted lists and outlincs
makcs thc presenati()n cle:rr and rr'cll
organize<I. nlpes J, .i, anrl 5 of thc sr-
ries tump into the ciynamics of corr-
merciul negotiations in (:hina. 'l'he

produccrs cmphasizc llrat x kn()\,\'l-
eJtc rrl (:hincs( histon. r'trlture. soti-

et1. ancl language can help a novice
understand h()w Chinesc xnd \vest-
cmers diffcr in their negotiating srlles.
The last tap o[ the series lddresses
h()E to handlc simple matters thlt can
bc significantly at odds with \flestem
pr.rctices, such as selecting a place to
livc frun anrong the many ()ptions

nou' availablc in China, dining and
drinking, sh()pping, banking, and at-

tending ro health n'uners.

Vhile the series fails t() address
such core invcstmenl c()ncefns as

Itow t<l sclc'cl a joint-venture pxnner,
c()nduct routine markr,t resc:lrch. ()r
pcrftrrm cluc (liligence, tlresc vidc()s
crruld lx, :r vrlurlrle rrxrl frrr e Clrina
husincss clevckrpment team unfaoriliar
Nilh thal country's cultural terrain.
The day-to-day details, t()(). sh()uld
help prcpare expatriatc's k)r life in
China. Attractivc graphics :rdcl funher
t() the high-qualiry pnxluction. I(t ie
Ihe scrics is nrore expcnsive thln a

lxrrk on thc \ul',ic( l ntigl)l (r)sl. it
could prrlve :rn ccotu)micll rcs()urce
rn tarining lr lrcsltntun CItinl telrn trr
xv()id c()stlv mistlkes.

-RiLlrdrd 
IJ,t\ho

Chlna: Modcrnization and the
Goal of Pr()spcrity: Govcfnmcnt
AdrDlnlstrati()n and Econonric
Policy ln thc latc l98Os t,clrr(rl .rn<l

r.orrJrilc,.l lrr K.ll(. llllnn:rn \r.\\
\ ork. \\' (liurlur(l,t( l'r)r\(r\itr
l)rr\s, i()9i Ji2 l)p S59()5 lrrr(l-

China's Ncw Political Economy:
The Glant Awakes llr 5rrsrrnru
Yrl)lrki. tlrnslitlc(l l;r' StcPltt.n iU

Illrncr ll{)ulrlcr. (i(): \\ (\triu\\
l'rcss. l(l)r Jlo pp !6() h:rnltr^'cr.
\lJ.()i \(rl((^(r.

M()netary Polica and thc D(sign
of Financial lnstlhltiotrs ln (ihin.r.
l97tl-90 lrr l.ttor lir \trr ),,rk.
\\ 5l \|Lrl t \ l'r(\'. 1(),) I .lii lI)

Money, Banking, and Financlal
Markets in (lhina lrr tirrl]g \.i
li )ul(lcr (.( ) \\ (,\l\ r(\\ l)r(,r\ lt,)t) |

1l I |l) \ t() r); lllr|1[, rr er.

Popular Protelit and Poliiical (I ,

tur€ in Modcm (ihina. s('(ond Ddl-
tion t(lit!(l lrr l(llrr.r \ \\,rss|r-
\lr()nr xn(l lllr./.rl\1h.l I'r'r'rr ltorrltIr.
( (): \\i.st\ i(!\ l,r(.s\, 199t. ti0 l)l).
s(rl.()5 ltirr(l(r 

^r.t. 
Sl-1.9i \()ll(r)\(f

Reform and Development in
Rural Chlna l)\ l)u llun.lr( l1g

trlitcd hr 'l ltonrls R. (;()ttsllillr!.
\r'rr York. \\ i St. Nlxrtin s l)r(,ss.

l()95 2J-l pp. Sr().9i h.rr(l(\)\(.r

Rural Enlerpds.:s ln China c(litcd
l)\ (,h ri\t()l)llcr Iiinclllr, Anrlrc\\
\\.ltlson, und ll:rrrv X. \Va. Ncw
)irlk. N\': sl Ilirrtins l'r(ss. lt)9't.
ll() pp. i51) 95 lurnltrx'rr.

'l'ourism in (lhina: ceograplric,
Polidcal, and Ec()nomlc P('r-.ipcc-

tlves c(lirc(l lrv \lrrn ,\. l.t\ ;rnrl
l..r\\r!n.( \'Lr ljo(rl(l('r (.(): \\r'\l-
\ i(\\ l)r(\\. I()()i. l5() pt) \i | ()i

lr;rthrl t r

Books

Received

Who says it is hard and expensive
to get information on Chinese law?

CHINA LAW I.,rPDATE
A New Monthly [,aw Magazine in English

ln the U.S., contact China Law InfoBase. lnc.
P.O. Box 7702, Austin, TX 78713-7702

Fa,\. (512) 467-0759 E-Marl: lawinfo@aol.com
ln China, contact Xie Zhao Hua Esq.

Fax: (8610) 5955650

The Chino Business Review July-August 1995

Stolutes - Cases - Legislutive Reporls
Legal Naos - Inda of New Lows & Regs
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Outrogeous Chinese:
Guide to Street
Longuoge

I Con Reod Thot!

bt.lones.l- wo g- .\un Fru cisco, (-:/

())i|u &|)Lr dtkl I'oixlicak. l9(N l)
pl). $9.9i vli&teL

llusiness tflrvclers to Chinr :trc ol turr
typcs: one typc ch<x)s(s k) di\,c llead first

into China not spexking :r word of Chi

ncst'r lnother tlpe ()pts to stutll' Chintse
hnguage and culturc lx'fore tmvcling l()
(lhinn. Two rccently publishctl lrcoks, /
a:.u Redd |Itdt! '.tn(l (\ttftRtorts Chi,l'LrL'

arc lirr the sc<rnd t11c of tntvclcr.
Instruc(i()narl langrlirge crrsscttc tlrpcs

rlxrund. but :rnvonc rvho lus tr.t\eled in

Chino Wokes

bt .\'ichttlas D. KtistoJ/ atd Sberyl
llitI)ttntt. ,\L\t l'oth:'Ii tcs lixlJj. I9(N-
t(n pp. $)i.(x) baftlLl)tvr.

ln L:bi d l{dfu\. ,\& ti,* 'li,ae; li.l-
cign corrcsl, onclents Nicholus I). Kristoll'
:rnd Shc,4l vrul)unn ,{ive ln e0thr.rlling
x.(()unt ()[ lheir 6r'c-\,e:rr F)stiflg at th(
n(\\'spxp(r's lr('iiing burcxu. ll:rlher lhxll
prcscnt :r chnrnologie:rl histon' o[ rhcir
stiry thcrc, thcl inrrrrluce this land ol l.l
l)illi()n pe()pl( tlrrough w'rittcn snapslxrts

ol thc pct4rle tlrel <arnc to knos.'l'ltc
storit.s of t.rr1r pervrn-lrc it l:rng Rirnci.

r l):lrti.ill.lnt in lhc pro-dcmocritcy
denrrlnstnrlions of 1989 uho lalcr flcd t()

Sltt'nzhen, ()r \X.nL slx)u, a s'rilc'r *ltr
has gaincd t'ruc lirr lris sltirical uccounls

ol tlrt, tnlrtrhtron. ri thc rrdxn s'rrrkin8

cl:rss-orakc up r piln ()l thc tmrsaic o[
rr :ntcm6xrrarl' Ctrha.

I)erhaps the mosl l^-^'asiv( tlrc'nrc thc
crruple found lnxrng the pcople thcl'
nlcl ilnd thc sk)rics thcy [tn(o!crc(l ',\'xs lr

li'c ling of lnrlrivllcrrcc alxrul tltc cumnl

st.ltc ()f Chinr. On the ()ne hrnd. Chinx is

l lan<l rf prtxrisr lnd lirrtunc. ln cco-
n(rnt( \uC(qss {ktry ()n IIlr 0tllcr. it ts:t
<rruntn le<i hy' a gor.cmntent thirl is rc-

luctlnt to :rlkr$ srrial lirrces t() exprcs\
themsclvcs. Allhougll ((()non1i( reli)rus
arc exfx)sing thc rllrinest' perple to nr*'
idcrs rntl values, ltcijing-at lcast in thc

cycs of lfuistrrll ;rrd V'ttl)unn-is unq'ill-
ing to acknoulcdgc tlrr need firr inherent

chlnge.
llt( rcstrlt o[ th,.':'t' .(,nfli(ting ti,rccs It'

a Lrrgc nuntlrr of Chinese' prrple rvlro

arc at ()ncc hope'ul lnd rynical. Thesc

perple s.ee the p)tcntial created by thc

counlry's (rpcning to tltc oulsid( world.
blrt ter.l t)re frustrations of not prss(sstng

the s<rial and Jxrlitical grwcr lc> uuke a

change. Thc Julh()rs find lhat r:rmpant
qnruptioo is dash ng thc ho;xs of many
yrung peoplc. influencing thc way thcy
ritt' dtcnlsr:lvts lnrl tne another.

Kristoff lntl Vul)unn also sltare thcir
vie$'s i)f prescnl tls-(lhinil relations from

a China-bised peNpectivc. In a chepter

entirlcd "Taming tlre l)rugons, vul)unn
explxins the inconsislcnt Arneric:ln re-
sfx)nse to lhc l9f9 dcnronstruti()nli and

r>ftcn tenuotrs US-Chinl rehtions as e

pnxlrrt-t of a luck of truc undcrstanding
of (;hinr flrn(,n8 trs policymakers. shc
laultslt(rlshingtrlr firr assuming that the
Unitlrd Sl:rtcs can ch:rngc China. Hcr
messirgc is lhal tlre tlnirrd states should
try t() Jfli'c1 clungc. bul it must lx' rcalis-

tic in its expcclillions o[ tlre types o[
change it can lcltiere in China.

(;hbV Wal&\ pnrvicles rc-adc's r conr-

prehcnsive r,icw of different aspecs of
contcmporary (lhinesc s()ciety. Although
the lxx)k intr(xluces various issucs and

problerns facing China. thc authors shy

ir',r'ev fkrrn foreclsting China's fulurc. f(>

crl$ing instead <>n explaining the present

s(rcial nd fx)litic!l siturti()n.
Though <vnical rf China s leadcrs, the

audron' final inscssnrcnt o[ Chinl s futurc
is optilnistic. Kristoff and wuDunn l<xrk

to relltivc inrpr()vcrrcntri-incrcased in-
cornes. gro*'ing independcnce, and
greuter confidcnce anlong individuals
ab()ul lhc.ir own statlrs in society-and
r-oncludc that China has clchnitely' "rn'ak-

cned and sill doubtlcssly conlinue to
k>tlr ,'rurish and ev.lve. 

_,ct,

July-Augusr I 995 The Chino Business Review 49

bt'.JtrIie ]fuzd sr(\:sr,,rtt .!ai, l:rd cisc().

C:A: Chifid lJd)ks dttd I'ei(xlict s. 1994.

l6l pp. $u.()5 so./icott r.

China knon's thxl the xl)ilitv to recognize

Clrincsc charuclcrs cxn lx'c-\:lrcDtcly usc-

ful, il not rluln(lak)ry..lulie Mrzcl Suss-

nun s lxnk, I Liut R(kl lbrill, otltrs a

gui(l( to rec()gniTing blsic Chinese ch:lr-
acters and phr:tscs. 1"lte Mok introduccs

chail(ters rehting lo sizc. pe<4rle, num-
bcrs. r,rhicles, :rublit btrilclings, ancl

nr(nr('y. Acc(xDl)xnying tlle text xrc illus'
ttuti()ns and photos rlcpicting common
chlrlcters suclt as cxit an(l (ntrancc
signs, lnd phonc lroths.

N()l ()nh' (loes I (.a Read 'll.)all rc'
n]()\:c the nr)slcry thxl (lhinesc clur.lcters

hold lirr nuny foreigrrcrs, it olli'rs pr.rg-

n'Llti. frops tirr lhe trlvelcr-such as htxv

Io rccognize lhe (hrr:l(tcrs for ntcn s ancl

w()nren s rcstr(x)rlls. 'lltough tltc tt<xrk

covtrs onlv llJ ch:rrilclcrs, nlrrn the char'
:l('t(]rs rrre c()orhirccl (rte u'ith xn()th(r.
tlrc rcrder is cxPuscr.l l() nnnc lhrn l5()
\'()r(ls. \{cnt()rizirU.l tlrr nrexnings ol :8
chlrntlers s'ill likr:l,v prot c' tirr)c c()nstrnr-

ing li)r n)ilny l.eldcrs. l)ut tltc hr.tsiness

rcrvt'lt'r in nccrl ()l x l')ri(f inlr(rludk)n l()
\\'nrl(,rr Chinr'sc u ll lirrcl this lxx)k lr trc:lt.

lir )cs \{/llng s ritudy ()l'Cl)incsc stfecl

langu:lgc. ()!/rzrg(,r)tr.t (,,lrirtesr,. is lirr tltc

lrar.elcr rvho lras :rlreadt' studied (lhinese

:rnti fqcls h()H r.n,'ugh to bcgin using
slang when spcaking (lllinese. l'crhaps
thc \r'aming on the txxrk s covcr sununa-

rizcs thc conlcnl lrcst: "This lxxrk con-
tains words tl'ltt may I't tonsiclcrccl vul-
gar and offensivc in Chinese ()r Ilnglish

-h.rr,lll nonls tll.rt (xn lt ust'<l rluring

negotilltions.
Vitlr r ribakl sense ()l hunxrr, Wang

boldll goes u'herc no ()lhcr (;hinese

handh<xrk lras gone-his chlptcrs cover
''Love :lnd Scli, Explelivcs tlndcleted.'
''Crinlc.' end li)ilcts. S(nre rc:rders milv

tonsiclcr wang 1() have (()sscd the linc
of der'enr1'. horvcver. encl rluy blush lt
sorrrc of the phr:rses. Il an)-()nc ever
thotrghL that Vcstern lunguagcs hacl a

rnonoP,rlr, r,n leutl lungrr:rg<. V'.tng.
book prl'es thcnr u,rorg.

outrolaeous a:hitpsc is n()( tin tlle [ain(

of hcan. But xflttcd \\'ill) l reprrloire ol
Chiness shng, thc rcu(lcr uill perheps

unclcrstuncl strcct comnrcntary. Althouglr
this lxxrk nuY n()t b('tllc nx)sl pncticxl
purclr:rse for husiness travclcrs, it of-fers

uselul insight into the (lhincse l:rnguage.

-(,n t I I i t t -\k,u 4 tl I ht t11t



I Alan R. Kahn

l-irms whose seles end othcr husincss arrangerncnls \rith China d() not n(,m lly appcrr in prcss rcfx)ns ruy have them puhlished in
Trc CB.li hy sendinS the inf()nrlarion t() thc atlenti()n of the r(litor.

SATES AND INVESIMENT Throush Moy 3, 1995
Foroign porfy/Chine* porty A.rongerEnl, yolue, ond &te rcportcd

Accounling ond Insuronce Bonking ond Finonce

OTHER

Hqdford Fire lnsuronce Co. Ltd. (USl
()ln'rl('(l l(pr(\('nl.rli\('(rll(( irr \r,Irr(11. r ()i

John llqncock Mutuol Lile lnsuronce Co. {USl
( )prrr(11 r(pr(s(rrl,rlr!c ()lli(( irl Ii('iiir)g r ()i

Johnrcn & Higgin:, on insuronce compony (US)

\\'ill rlxr lrrunr'h otficts rn ltt,rjinr untl Sh.rnglriu I ,)S

l.lgrv York tjfu lnsurqnce Co. {US)
()P(n( Ll rtPr(:Lntxlr!r'r),lr(( in Sll.ulgltiri l ()i

Somsung lib lnsuronce ond Somsung Fire & lvlorine lnsuronce,
divisions of Somrung Group (5. Koreo)

Iointlt rrl)(nctl kPnsrot.rrr,,r'olhtt, rrr Il(,rJinll r 95.

Coopers & tybrond (US)

Oprn((l r( pr( \rrrl.rlr\ ( ()lll(( rn l).rlr.rn I()a

Agriculturol Commodities ond Technology

INVESTMENTS IN CHINA
Morubcni Corp. (Joponl, Sotoke Corp, Uopon)/l{A (Beiiing)

vill (strl)lislr j()il]l-v(:n(ur( ll()ur nrill. Su 52 nrilli(,n. + ,)5

Mitsui Corp. floponl, Sotoke Corp. Uopon)/],lA Uilin)
\\ill t'st.rlrlish l,inl-vtnlurl n(( nrill Sll) rDillxnr | 95

S ke Corp. (Jopon)/l.lA (Hubeil
\\'ill cstehlish i()ir1( \'cnturc to pr<xlur't ri.r-milling rqu4nllcn!

INVESTMEMS IN CHINA
first Eostem lnyerlment Group IHK), President Securities Group
Foiwon)

Ii)rnr('(i PR\tl(nt S((Lrilicr, (ln((mrl()nrlr h(l i(nol rtolrrre !(r
pror'itic lrrok,..r.rgc. (()rp()r.tte hoxrtrc, rn(l,un(l llxnxil('rnrnl
srni(15 k) (l()Ircsti( irntl internrtionrl .lirnrs 5,'95

N. Schlumberger & Cie (Fronce)/Huoxu Colden Cond Co.
{Eeiiing)

Will (\lrhlislr In,ll-r('l](Lrr( seni(( ((nlrr l() (l(\cl()l) ir)lcgntc(l
cirtrrrt cercl.. c[rl()n( pl\r]](nt tcnrrinlrls :utd .rpplir ltron
slslcr)ls. -1,(ri.

OTHER

Sonque Froncoi:e du Commerce Exlerieur lFroncel
()l)(1r((l tul)11 r,(nIxti\'!' ( )ltr.e irr Slr.rngl]ri r,()5.

Hypo Bonk lniemotionol S.A. lC'ermony)
()p(n(\l hrxn(| ()ffr.lr ill 5l):lngl)ilr l/95.

lnlemolionole Nederlondeo Groep lNetherlondsl
\Xill olrtn s(ontl Sh:rnglrai lrr;rnrlr.rotl nlrrtscnlrtrrt olhccs
in ll!'iting. l)irlirn. (iuunI{zlr()tl. SIr( rryioJ,t. Iixniin.:rn(l Xirnr!.!l

Roifhisen Zenhqlbqnk Oesterreich AG (Aushio)
( )lxrrc(l rrpr'\L nl:rti\ c ollir e in llt iiinr: r ()i

Wodd Bonk
Apprrvccl loln;rnd ll)A (redit l{) cstrblislr nerionxl r:rr
xdDir)rstruti( nr. S50 n)illi()n. 1i95

Bonk of Novo Scotio (Conodo)
()lxrrtrl ollicL irr (iLrirrrg.,hr)u l.t)s

Doi-khi Kongyo Bonk ttd. Uqponl
Will rrpgrtt[ nPrcsr:nlutrvc olfitt,ro l)irli.ro to lirll l)rlncll

5G Worburg Group (UK)

will rpcn ollicc in ti(ijinH J.'9s

Abb.diorion! !i.d $esh@r bxr Boc: Bonk ol Chino; CAAC: civil avi6li@ Mmi^irno on ol
Chrrc, CNAIEC Cl'iE Mi@l Aubmoli6 hpod.Erpod Corp , CAIC Chirc Floio@' ,60.
IEhnology hporl trpod Cdp, CnlC Ch,m lnt! noiffil Irur' ond lnvdhEnr Co,p . CITS:
Ch'no l.r.,norioiol I.oEl S. (.. CNOOC Ch'no Nor,onol Olrrhor. Oil Corp ETD?
E<.l@( o^d ldeLs(ol Dc.hs'dr Z@. ICBC r.dulr,ol o.d ConllBc,ol Bonl o{ Ch,m
MPr Mini'rry ol Po.B ond T.ldmhunicorionr. I'tA No, asJoblc NORIMO Cl.io Nodh
l.de.tiB ColP ; P&T Po, o.d T.h@mmunicorion5; PSOC: Poplc'r Bonh of Chimr SEZ Spociol
Ewi( Ze, tNO<HEtt{ Ch'm Noioml Ch.m,(olr rmpo.r-E Fd Cdp. sll'loPfc C[,m
NordEl PdEh@iol Cdp Slr.lOTlANS Cl"'rc Nohod rd.€n I'od.Iro^rF.rbtd Cqp .

SPC Sbh flo.ning C@mit.6, UNDP Unihd Norioi! D6€loPl@r Prog.om
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Westem Union Finonciol Sewices lntemotionol, o subsidiory of
Fint Firrnciol lionogement Corp. (US)

II'gan irn(mrti()orl nrlrnt! tnrnsfi-r senice in llciiiog. l)aliirn.
Ilirots,,hr)Lr. \rniin{. (Jingd:ro. Shungh:ri. t nuttqi..rnd Xr:rn

J95

Chemicols, Petrochemicols, ond Relobd

Equipment

INVESTMENTS IN CHINA
Proxoir, lnc. lUS)/Beiiing Oxygen Plont

Iistrlrlislt'rl lJ(iiin8 t)rrxrir In(.lirseprlrxti()n pl:rnt lill nrilli(nr

Cibo-Crigy Ud. (Switzerlondl/aingdoo Dyestufl Plont
listuhlislrul (.)irgrle(|(iil)ir'l'(]\lilc I)\(stull C() i()il]t !(ltu(' t,r

Pnxhrr't tl,rtrlr dvts rli nrillion r 95.

Exroo Chemicol Eostem lnc., o dMsion ol Exxon Corp.
(USl/Sll.lOPEC lntemotionol C,ooqioo lShorEhqi)

will lirnD 1,irrt vt,rrurrv rlrrnrir;tl plut in Shrngll.li t() pIlxhrc(
l)xx[,Brx(lxlrc d(lerB(nlr. r 95

Albright & Wkoo ud. IUK)/Hunon Rerun lndushiol
li)n)l(.(l loint \(ntLrr(' io (lhxollsl)x to prrxluce.Lrrlirctunt.
(l I\:i0,,,.PR(:irr ) J9i

Eayer AG (Germony)/5hon9hoi Coolings Corp.
Ii)rnrcd i()i l vrntun'to n nutucture i()n {))iidr' pignrcol:'.
$lu nrill()n ((i(nrtanli6r'ri"l)R(l:.lJ'ri,)..J,9;.

Horimo Chemicols lnc. Uopon), tlA Uopon)/NA lGuilin)
Ir()nrrc(l (;uilin llurin]ll (lIcrrri(':rls Gr. l.t(1. i(rinl vcnt(rrc l{)
pn;rlucc anrl nr.rrkct in(llsrriil {)il. rcsin. ancl othr-r rlrcnrirals
$ 1.2 milli(tn (.lirprn .rsr'Lr. 5r,.PllC:i(I'ro) l, 9i

Consumer Goods

INVESTMEMS IN CHINA
Cosio Compier Corp. (Joponl, Mirsulishi Corp. (Joponl/Zhubci
Corp. lZhuhqi SEZ)

I'l:\txl)lish(\l cl(,(Ifl( kcr'l)(runl prnt vcnttrr<
(-lirt).rn:tli",'l'll(l li"1 ) r ()5

Oirom Corp. (cermonyl, ilA IHK)/Foshon fthting Co. ttd.
(Guongzhoul

Iifin((l l()inl \(nlUr. r() pr(,(lLr.r lighting li\tures $()i rrrill(n].
( | IK: l(1r,,, (;irnrrirny:5i'r,FI'l(lr 1i",,). r'95.

Motsushito Elcc.tric Co. Ud. Uopon)/Wonbqo EleFicol
Apporotur Co. Group lGuongzhoul

lir ))L\l \lirl\Lrrlril.r N.lnl)ro \ir ( (rr(liti(nrrr (:()rrr,rr(s\(n (:()

l.r(l i,,inr \(nrur(. il()lr rnilliori J 9i

Somrung Gorp (5. Koreol/Su/rou Xong Xue Hoi Electric
Applioncer

Rhnc(l sUZh()u sirDsung Elc(t()nics j()inI |entr.rrc to pnxlutt
(krncsti. rppliincc\ S.rl5 milll()n. (S. Korcr:tlo',"PR(l:.1(P,, t

OIHER
lrtorla & Sperrcer, o rcfoil grot p (UK

V'ill cst:rhlish rq)rcscntrtivc ()Ifi.e io Shirnghri. .r 95

Elechonics ond Compuler Softwore

CHINA'S IMPORTS

FCX Systems lnc. (US)/Beiiing Airport
\\ ill \dl :()l stxtc lrcquenq c()nv(n(rs Si nrillurrt. r 9i

lssi Co. lu5l/Shonghqi Belling Mkroclccfooks lnonufocturiry
Co.

Will s(ll clc('tr(ni( editing prl)grrrnnling xntl rt ud onlv nrcnlrn
Ir'( hnr)l()g\. { 95.

Syrtem Soltwore Associries €o. Ud. (US)/l.tong9uon9 lndustriol
JoinFVenturc Co. Ud. (Sichuonl, Automobile C'eor C'enerol Plonl
(5honghoi)

V'ill scll l[rsint-ss planniog.()nt()l systr'nrs. $l r]rilli()fl. J,'95

OTHER

Apple Compler, lnc. (USl

Will proviclc tcchnokrgicill xssistrncc tr) llN l'i,nml ()n v(nncn
nrrctirll.a in lleiiing. J/9i.

Compoq Computcr Corp. (US)
()pcned l]ve nr:lintemnce centL.rs in Ilciinlg J/95.

Lottice Semiconductor Co. ttd. {U5l/Shqnghoi Communicqlions
University

I)(nlJlr.d '()li\\'lrr t() L_udrlr I ni\(r\itv li,r l(rching rnrl
:trcnti[ir rrstrrr'lt. S.]()o.{x)1, a 9i

Notionol Scmicmduclor Corp. (US)

U rll oltn oiht t in SIr:rnghur -l i);

Gocle Corp. (US)/Ministry o{ Posts ond Telcommunicotinns
\\ rll i(nnrl! (lcrel()p \otnYurc tirr t(.lcr r rrrrnrLnri(:lli( nx lln(l p(,:till
n(t\r)rk rnilnilgcnlrnl J 1)5

july-August 1995 The Chinq Business Review 5t

INVESTMENTS IN CHINA
Acer lnc. foiwon)

u'ill cr'trl)lish n lxrlll' f<xcign-olr,nccl vrnturc lo nrenuf:tctun:
cornputcr kc\'lxrerds and n1()nil()rs in.,iangsu l)r()r'incr.
Sl2 nrilh()n. { 9;

l,totru:hito Elcclric Co. Ud. Uopon)/Eeiiing 1*lo. 2 Rqdio
Componontr tociory

Bsrrhlished lkijang \|xlsushrlx l'rccisi()n Instnrmcnl hd. j()int
vcnnrre to pnxluce thin filnr conden.scrs. $ l-.6 r)lilltnr.
(.hprn:({l'FPRCT{(l'r)). t 95.

Northem Telerom ttd. (Conqdol, Philips' Glocihmpenfqbrickcn
N.V. (Nelhedonds)/Philipr Scmicoductor Co. (Shonghai)

will esrxl)lish shanghai Xixnjin suniconductrx M;rnutircturing
(i). Ltd. ioint ventrire to prcxlucc nricnx|ips. $201),itilli()n.
I Netherl.rncls,Jtl!.1). Canxda:J.1'xnl'R(::2tl'7n).,1195.

lrtotorolq lnc. lU5)/teshon R.odio Co. [td. (Sichuonl
li)nncd j()int t'cnture to proclucc senti<rndu('tors. $27.8 nlilli(D.
l'95.

Scogote l€.hnology llr. IUS)/]{A Uiongrul
'0!ill huild f'r(ilir! to assenrblc hunl clisk clnvcs. SJo lilli()n.

WYSI Technology lx. lus)/Beiiing Uniwrsity tounder Group
Corp.

u ill l()intl\ nranulacnrrc computcr tcnninuls lnrl nrrnit(rrs.
S50 millt()n I95.



3 Com Ash lrd. (usl
Opcnccl ollice in Sltlnghai t<r rrnirc conrputrr rlrtlr neturrrks
.rnd li(l clistnl)uli( )n. J,9i.

OTHER

Poul Wurth SA ([uxembourg)
()p(,rr(11 liiris(nr (,lii((,irr ll(,iiinu I 95

Environmenhl Technology

ond Eguipment

INVESTMENTS IN CHINA
lrtetiio ttoldingr lrd. (Joponl/Eeiiing Shunl Woter Treotrnent
Equipnent focbry, For Eost Eleclric EquiFnent Fociliry

li\l.rlrli.ll((l ll('rtrng ll({rl() Lrur(l \\'rtcr Trcrlrrrt'ol (i) i'rn(
\(r)lrrr( r() (l!srl.tn un(l l)uil(l $'rt(r trcitrn(,rn pIrols
l.lirl)rn -l)" "l'll(.:Jrl ) l ')i

Food ond Food Processing

52

IVletols, Minerols, ond Mining

INVESTMENTS IN CHINA
Aurlrolion Overseqs Rercurces (Auslrolio), Ihe Boulder Group
(Austrolio)/Guongzhou lron ond Steel

l:\lrrlrlislr.Ll j(,inl \(ntrrt' l() rrlirrlo,.l( luk. \l:unl( s\ \l((,1
I)r(xl(( l\ S(rl rrillxnr Jl)i

OTHER

lnhnd lntemotirnol, lm. (USl/Booshon llvr & Steel Corp.
(Shongltoi)

list]hlishccl Rlcrvrn of (lhine i()inl r(nlur( l() I)r)\'i(l( iodLr\trixl
n lcrilllr rn:lnallirnrcnt :.!-n'i((\. J ()i

Engineering ond Conslruclion

INVESTMENTS IN CHINA
CRS Co. lAusholio)/lioniin Euilding lnobriols Supply Corp,

Ilr;rl)li.lr(,(l (:ltS l{(rd\ }li\ (i) It(1. i()i,rt vcntUr'( l() I)r,(lLr((
( ()nt r(1( S.r- i nrillxnr r ()i

Forest Overseos Co. Ud. [opon), NA (Joponl
vill lruikl rnliL lruikiing in Sh:rnghui. SlSo ntilli(nl | 1.)i

L&D Group (HKl/Beiiing High Den Enlerprises
Wrll lriotlr lrtriltl Ii(rirog Nl(tuhrnt's (lltrl) rtstrurxnl.
SI(, rDill' rn r ()5

Orcn Wlliqms Conrulting Engineers (UK)/tlebei Provinciol
Communicolions Phnning ond Design lnstitute

Iist.rlrlirlrtLl Il(l)(r Ii$(i Ilrgh\\.r\ f:ogine(ring (i)rr\Lrhirr\ Lkl

t()rol \(rrlu11 Li) Lrr)(l(fl.rkr. ltighrrur pr(iic(ls in (lhirr,r.rnd l:.r\l

Greoler Asio lndustrirl Developrnent Co. ttd. (NA), O.rens-
€oming Fiberglors Corp. (US)/Shonghoi C'enerol Building
Moierinls Group Corp.

llst:rlrliilx:tl ioinl \(rtlurc lr) pr urr gluss rlrx,l pn,rltrrts
S.li Illrlll,nr I ')i

INVESTMENTS IN CHINA
Kirin Brewery Co. (Jqpon)/Chino Resources Snow{hke Brewery
Co. lShenyong)

will pnrrirlt li(cn\r'l() l)r(xhr.c rnd s<,ll Kirin brrnrl lrt,rt in
(lh,nx r ')5.

tuioke Jopon Uoponl/flA (Shondo"Sl
vill hLrlcl l:rrton to pr u('t (rrndinrents 5J I nlilfi()n I 9i

ASTMCO (USl

l,rrft lr.t5((l 6(l nctu(nl sul( io \\'u\ing Becr l]tu$rn h ll(iin)r
Sllxl 0ril[(nr J ()5

Colcol ln<, (US)/Chino Nofunol Food lndustry Corp.
IisUl)[sh!(l YirDiix(] 5()li I)riDks (i). LI(1. I()ilrt vt, lu(, in ll(.1!i
l)r()\'in(]r t(, nrxnufu(turr soli drinks. 53() 

'nilli(nl
( t is:80r,,..PR(::l(r,,, r. J.95.

Pepsi€o, lnc. (USl/Guongzhou Xnzhuiiong Foodstulf ond
Ealcloge Group Co.

ll\tll)li\lr((l (lLLrnrazh()u l'}(pr.i (;r)h ll(,\'(.r.ril(,(:r) Lr(1. t()i11l
\!'nl!rrc l() pr(xlu((: xrrd stll soli rlrirrkr Sllt nrill(nr.
(t s(n/,,-PR(:: (Ir,) J 95.

OTHER

Bresle/s lndustries, ln<. (U51, Asio Dynomics Gorp lnc. (US)

Srgncrl litcosc agrtcrrt(nt lr) (lislrilnrlr llresltr plxlrret: io
IlrijinS. (;uirngzln)u. Ik)nr.a Rons. rn(l Xrxlr r()i.

Mochinery ond lvlochine Tools

INVESTMENTS IN CHINA
Atlos Copco AB (Sweden)/Chongchun Ele<tric Iool Co. Uilinl

lrornrtrl Atles (irpio (:hirnL.lllrn I]l(\'tri( -li,()l (l() i()int r(ntU,r
to rlrrnLrlxclLrrr clc('lrir'drrll., lrlrrrrrncr., rr$r, rrnrl otlrt,r Ixr$t,r
11,( )ls. lS$ (d(n:-()\-lr R(l:J(I',, r t 9i

Ohoyoshi lnonufu<turing Co. popon)/Chongzlpu Forcslry
Mochinery Pknt, o divisioo o{ Chino Forestry lnochinery Corp.
Uiolusul

Ii*.rbli'lrrLl \l1l( r( n1jt ( il).roqhn I:n,rln(( nn! \ l,r( hin( n ( tr ) . Ltd.

i,)inl \rnttrr( l() Pn rrr.r.lIPJntv t[srlncrI \\..\ l rrlrcr'l Ir:(lcr
.r'rits:rntl pens SJ0 nrilli(n) J ()5.

Peholeum, Noturol Gos, ond Reloted Equipment

INVESTMEMS IN CHINA
Exxon Corp. (US)/Chino l.lolionol Petrohum Corp.

\{ill ,()inll)' (lcvcl()p silc\ ir l)rr(ling. llcil()ngixng l).(^'in('( :rnd
(Jlli(h r llusi,r. Qingh I'}r(^in((,. r 95.

Fortune Oil PIC (H(, Vitol Holding B.V. (NA)/Chino Aviotion
Oil Supply Corp.

listlhlishccl S(nrth (llrin:r Illr(sk\ A!ixlnnr ()il (]() It(l t()int
v( ntrrrc t() I)r()ducc r\ iirlx)n lir(1. Sl50 n)illrrnl.
rllKlr5,, \\lr5 .l'l{(-51",,) r ,)5

tlA (Us)/tnooming Fuel Dwelognent Sfioreholding Co. Ld.
lcirongdoog)

\\ rll t.,rt:rhlrsh i()lnt .rntcr l() st()rr. .rod tr:rorlrrn Irrlrl( l-rrtl
pttrolcrrnr gas. S-() rnilli()n l ()5

Royol Dutth-Shell Oil Co. (Itlethedondd, Kcppel Group
{Sineoporel

N'ill (slrrl)lish i()inl \cnlurt ().rrppl\ irrr(l rrurkd lr(lu(1lt(l
pdr()l(urrl g.ri. liJo l]rillxn] t 95
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MoUl Oil Corp.(Us)
ri(/ill ()p('n lul)ri(Jting oil [r(t()ry' in Ti:r,rjh. $]0 nrillion. 3/95

Shell Chino Holding Co. (U(/Aingdoo Econornic & Technology
De{,eloFEnt Zone

Iistrhlishecl Qingclao Shell ()il .t (irs (1o.. I-rd. j()inl vcnturt to
p(xcss amls<ll li(luid r.lxs. $10 milli()n. ( t N:${}Irl'R(::2(,1, ).

31r5.

OTHER

ltobil oil Pfr rrd. {us}
()ptneci cxpk)mtt)n rnd pr)&rflion ()llice in llciiing. S,'95

Texoco Chino 8.V., o unit o{ Texoco ln<. (USl
()pt nccl lrr:rnch oll'ice in Slunghai. l ()s

Phormoceulicols

INVESTMENTS IN CHINA
Ethyplrcrm (Frqnce)/Slronghoi fionpin lrtcdicine Plqnt

\\ill l()nn j{rint vrnturr to prrrlucc strcrul nlxs ol rlnrgs
Sls rrrilli()n ( l:r[r('(,:d]1," l,R( l: (Di,) r ()5.

Porh ond Shipping

INVESTMENTS IN CHINA

CHINA'S INVESTMENTS ABROAD

Shonghoi 4Enh'ro Po.t fnochinery Co./Pon of Tocomq (USl

\\'ill l\lilcl . n. t() xcurrnnu :rtr orer sizcd sltips lirr
l:vcrgr(cn tri;rrin( tcflninxl. T5.6 rrlill('n. I 95.

Power C'enerotion

Equipment

INVESTMENTS IN CHINA
AMoCO-Anyuon Solor Energy Co., o unit ol Arrioco Corp.
{US)/Store S{i.nxe qnd Technology Commirioo

\ill |r'rxJrrct 'rrptr thin plrrt<rlerlririt1' lilnr .rnrl .r'srst tr
lul.il)ilit\ stu(lv tor solur r:ntrg', p()Nlrr \t.lti(xt. .t,()i

fuii Elerricol lnochinery Co. Uopon), Unitcd Dcnehpment ln<.
(krcel), VPt hustrio)/l..lA lctrc]lgxi)

Vill llrild Inr.l rrJ)<ret( i(nnl v(nnr( pow'cr pllnt in (;Uirn8\i
S-i(l rrilliorr l.lrl)ln. l'r:rrl. 

^uslnr:;1",.1)ltc: 
t()',,) I 95

OTHER

Monison & Focr:ter lntemotirnol lqw Firm (US), PryveGen
(UKl, Prke Worerhouse (USl

w(rr Asi]rr l)cvek)prr('nt llitnk (lrrlrx(t t() inln)(lucc pl'()ic(
Ilnrn(e lr\|ni(lucs li)r l)()\\rr pfi)ir'(l in Shxnlilui 5'()5.

Woild Bonk
Approved loan and ll)A credit ftx dam constru(ti()n, flood
crrntrol, and inigatioo rquipment f()r lhe YangtT-c Basin watc'r
Rrs()rrrcc Proi!'cl. $210 nrillion. l./95.

French Porer Co. (trqncel
Will ()p(n ft,I)r(sentxtivt ollice in t](rjing. 195

Wodd Eonk
vill provide loan for thrcc 600Mw coal-firetl planLs and rxher

fx)wer gencrutinS equipmcnt for the Zheiiang Province Power
l)lvclopmcnt Proied. $400 llrilion. 3/95.

World Bonk
will firnd 25 pcrcent ()l 5(X)KV trxnsmission n!t$'()rk in Si(lluxn
I'(^'incc. S.lf0 nrilli{}n. -J 9i.

Property Monogement

ond Development

INVESTMENTS IN CHINA
Peninrulor ond Orienlol Steom Navigorion Co. lulq/Shonghoi
CCPft, Shonghoi I'longqioo Economk ond Technicol
Developrnenl Zone United Developmenl Co. Ltd.

l\rrl)li\lr(11 i,,rr]l rc,]tLr11' to,rl)('r.rl(' \lungllrr l\lI]\ (\lrl)ilx)n
((rrttr !ll nrilir()n s i)i

Ye Woh lnvestment & Properlies €o. Ld. (H(/Beiiing Cool Co.
\\ill (.r,trrl)lish Ilrijirg {iolLl l.lrrntl ti.rlclcn i(,irrl \(rrtuR fuirl
(.rr]tc pr1)i(\t \8lr rDrllr)rr I ')5

Rqdisrcn SAS Hoielr lnlemolionql lnc. (US)/NA (Shonghoi)
( )l)cn('(l l.(r(li\s(nr S^5 l;rrrshtng ll()l!lShrnllLri t 9i.

Woynox Developnrent Ltd. (H(/Zen<heng Reol Estote
Development Group (Guongdong)

\\ill ioirrIl\ l)uil(l (ultLr|rri .rnrl lrrst,,rrr.rl l)irr[ irr (;Ui[rgzln)u

Sso nrilli( nr I')i

Telecommunicolions

CHINA'S IMPORTS

Turncr lntemqlionol lnc. (US)/Chinesc lntemotkrnol Television
C..p.

\\ ill sr.ll .(,|)\'risht lirr (l.thlc \c$s N('lN'()rk nr'\\'\ p.ogmr)s lo
(lhina's int(mllti()n.ll (hrnnels. I 9i
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Arion lnfrsstnrture tund (NA), toi4oung fddings (NA|
Iinrrr(l Fairy()ung l\)fl Invcstnrenl ll()l(lings j()inl vcnturu n)
cld'ckrp pon lirilities in \i:rrnen:rn(l Nirniinii. S50 tnilli(nt.
(\A r9r,r\{:51",,) r ()i

Somrung Hwy lndustrier Ud. o dMrix o{ Somsung Group
lS.Koeol/IonEihon City lHcbcil

\\ill pinrlr rst.rhlish .lingl:rng l\)n (rnnnlcrcixl ((rl(r
SI() l,rilli('n. | 95.

Ewrgreen Grcup (US), Singomos Cmioincr Holding bd. (HK
\\'ill I)inrh (rn1{nrct c()nlrin(r d(p()t in \inglxr SI i rnillrrxr

GEC Alsthom lFronce)/fioniin C'ererol Power Equipment
fodory

Ii)rll)ed Tirnjin CE(l Alstlxnn H)(lr()p()wcr (i). Ltd. i()inl
\,eotl,re k) nranufuctlrrc rnd sr:ll lr1'tlrlrrlic tui)incs, gcn(' t()rs,

irn(l ass(xi cd (luipnlcnt. $.16.5 lillion. 3/95.

CHINAS INVESTMEMS ABROAD

Doogfong El€clric Corp. (PR€)/Power Plqnt & Proiect
lrtonogement Cop. llrsn)

will sell lilrr Jxr$cr gr:nerxtors uith ()tal (apa(it) of 1.-l(xliuvi



Oy ilokio {Finhnd}/Beiiing Telerommunkotims Equiprrnt
Fociory

!0Uill builtl llcijing Nokix N4obilc Tclcc(rnmLrnicxtions Lrd. i()int
vcnture to pnrlure enrl nurket <ligiul cellular
lclcconrmunicitions pnxlucts. $2tt nrillion.
( Irir and:5(})GPRCr5()1,1)). .l/'95.

Todircn Telerom Ud. llsroel)/Yunnon lndu$riol Co. ltd., Yunmn
Telccom Equipment Foctory

\\rll cq.rl'lislr l:rJir.rn'li l((,nn rI\rrnrning) II). t,,lnl !1.nrrr( li,
l1n{hrr('. ,Irrk(1. Jrr,l rrr}trll r(h1 , , lntUni\ .ll ion5 rqUil r'nl.

INVESTMENTS IN CHINA
AT&I (US), GIP [rd. {UK)/Huoxun Communicstions Group
(Beiiins)

\i,ill estlhlish wirelcss plronr n(t$Irrk in Shiii:rzlruirng, ll(lri
l)r()\'tr(( l ();

GPI Corp. IUK)/Chinq tlorinnol Postr & Telecornmunicqtions
Applionce Co., o dMsion of the Ministry of Post ond
Tdcrcommunkotions

$ ill 1()nnlr rnsnll rlnt lrronous rligitll hiererr ln
l( le(()mnrLrni(xti()ns hnk li-r$ecn \\irllan x (l \llilnghili
$22.5 nrilhrn. J295.

3M Chim Lrd., o :uh,5idiory ol 3M Co. (USl

Will pnxitrcc rinvl talrts and lclecr)n)muni(ali(nts pftxlucts in
shanghai. i/95.

OTHER

Compoq Computer Corp. (USl, Microrcft CoA. (US), Royol
Dut<h-Shell Oil Co. (Nelherlondd/Beiiing TV-RXI Pulitrer, o
Sino-US ioint venture

\\'ill s;xrnsrr rJcrckrl>nl(,nl ()t nc\\ Ilciirng TY li[rcxrl(n)
(ihinnel. 5.1)5.

British Telecommunicolionr PLC {UK)
\\ rLl o1tn ollir c rn lI'rtrrrr j ,l<

Textiles ond Appor"l

INVESTMENTS IN CHINA
EASF AG (Gerrnony)/Chino Huoyuon Enterprise Ud. {Shonghoi)

ti)nned i()int vcnturc to pnxiucc ltrcl ntarktt Jxrlylntirlr curptt
rlm.rnrl polrester tiips t 95

lnghiromi Group {ltoly)/NA (Shonghoi}
Fsulrish(l Srllr t)rrirnr (;irnr)ent (i)rp Ltd i()i \rntrrrr tr)
pl(rtlucc rhins rncl or'(r(():lL\. Sll rrnlli{rn. r 9;.

BASF Group (C'ermonyl/Chinq Textile lntemqlionol Science ond
Technology lndustriol Town ol Qingpu Counry, Chino Worldbesr
Doreloprnent Grp., ond Ardong Develogrent Eonk

tr)nrred i()inl \cnlrrrr t() pr(xlu(r nrlrn lrnrl nt'l)tr nrg Iil^-r
$100 Inillr()n l(;(nDln)r-i,l1rPIt(l 25ii,). J,95

For Eostem Terlile lJd. Foiwonl/i,lA lshonghoi)
Y'ill buil(l inlcgr:rtcd g]nnrnt lerrr,ry S.'tt) nrrllurrr J 9i

Tronsportotion

CHINA'S IMPORTS

Boeing Corp. (US)/tl,oinon Airlines
Y'ill sell li)ur -J--r()() yressenger plrrncs..r 9i

Apollo Botcries lrd. lAusholiol, o ioint venture between Red
lion Resources lJd. (Austrolio)/Chino Venturclie<h lnvertment
Cotp,

\\ rll rll .rrrt,,l\.rlr(rh'.t('('lrin,r. { ',i

INVESTMEMS IN CHINA
Delphi Pockord Elertric Systems, o subsidiory of C'enerql ,rtotors
Corp.(USl/Shonghoi Sonlion Automobile Homess Co.

(lr(xl((l l'x(ka(l hl((1ri( (Shxnghli)Lr(I. ir)inl \.cnturc 11)

prrxJuic rutrrnrotrru Irorrc-r enrl ri{orl di:tr,lnrti('n svstclrs.
rlsi,I'.. l,ll{ ir, ' ith Dll|orr .r,)i

lufthonso Airlines (Germonyl/Chengdu City C'ovemment
U ill ()811 CiB Crnl(r j()iol-\'cnturc ()lli(( l(, *ll eir tirkrts l0r
l-Lrtih:lnsir Jnd sr'!'crrl I-.trroptiln ilrrlinc\. r ()i

fcderol Exgess Corp. (US)

I\rrchestd air routc l,enr.r'en Chin :rnd lhc I nttcd StaLtcs from
Eveqqrc'en Airlincs { t iS). -1./95.

fMT AB (S$/€d€nl/CMC
Formed ioint venturc to corlstnr(t hauling syslem for
intemxti()nnl airrx)n in Guangzhou. 5150 nrillion.
( Sweclen:.1@;PRC:60/,). 3/95.

C,cnerol litotors Corp. (USl/tlebei tingyun Mochinery Plont
Ii)rrnc(l t()int renlurt in Zltouzlrou (lin to |rrrhrce front drirc
shrlts I rr .r Lr tonrolrr lcs .rssel rblt.cl in Chin.r Sl I mill(nt J.95.

Gcnerol trlotors Corp. (USl/Qinghuo Univrrsrty (Beiiingl

.l(,intl\' (st{blislred l)clphi Au(rrxnivc S!sterrrs Tectnologt'
lnstinrtt tix reseerch, dcveloplt(nt, educati()n. tnd tr.rining in
autorrl()tivr conlp(nlcnts antl sr.rhsyslc,rlls. $120,000. J/95.

llodq Mofor Co., lrd. Uopon)/Geongr'pu ltrtolor Group
fi)fined i()inl l'enturc to prcxlucc nrokrrc"\'clcs

Uapun:5()l'PRC:i()rL,) J, 9i.

lndosuez Aurtolh {Austrolhl, Folkstone {Aurtrolio), Godfrcy
Spo,vers hurholiql, John tlolhnd lAusrroliol, Rklcr Hunt
lAurtrolio), Peddle Tlnrp (Austrulio), VKC lAurtrolio), nrarnbers
oI Pocifi< Rim Construction Consonium (Austrulio)/i.lA (Bciiing)

V'ill huild l}eiiing-(;rcrl Y/all I.i8hr Rxil Projcd from lJeiiing ro
lhc \linli linrbs rn(l Crcat V':rll $29(r.2 mill()n. -3,95.

Supreme Properties, o subsidiory of Lion Lond Bhd.
(lvtolcyshlfioniin Automolivr lndusry Corp.

EsEhlish(.(l i()int vcnnrrc to p(xhrte and scll rnini(ans nd light
tmcks. $J.2.{ mill()n. (i\lxlavsii:S(}lirPRC:5(Ilo). .1,,95.

Voleo lnternotionol lloldings (Fronce)/Shonghoi Automotive
lndustry Corp.

Crerred shiugh:ri vJlc() Au(nn(]rr\'c Elc(rri(rl System j(u1t
r'enturc kr pr<xluec clrr gcnerllors lnd nx)lrrr in l\r(l(ng's
Zhangjiang I Ii-Tcch I'xrk. S29 9 ,nill()n. J.'95

Miscelloneous

OTHER

liienrens AG lGermony)
Estahlishccl agency to improve trunspo(, communications, aod
other st'stems in Vuhan. 4/95.

A.T. Keomey, lnc. {USl
()pcn(tl oltrcc nr ll(.iti|g J 9i
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L A 5 TI P A G E

A Ploce to Col Home
fi, onrchtn. I found thc d?rk. orudJ) d('*,ncd :rfta r)r

\ the outskins o[ Bciiing'"thcre I \uas to me('l R(xl, ,
- I nalive Miss()urirrn muking a dcccnt livin8 r('nlint

V .,p"nranrs lo lhc 8r()\\mg numb(r\ r)l (,llna.h:rs(
cxpatriatcs. As we walkrd torvard thc aprnmcnt hc [,rs t('
slrou' rne. hc glvc mc J \hr)n pcp lJlk.

-Thc ouncrs c()uld ,sk you anylhing," he cxplained.
"They might rvant lo kno$' il you arc nurricd. if you haYc

lxrl'fricnds. \Ihat y(,ur i(fi is, whxt tinlc you l{ct horrrc. lt crrr
get prcttl personal. lle lLrnher inlirmrc{ nre that rcnting a
privalcly owned rpartment in China urrulcln t posc llrc samr:

prolllem lirr fllc. r Cau(il\ian. tllilr it d{)cr' lirr blacks. to
$'lrrlrn (lhincsr hntllorcls hlr.c ftcn kn()N-n t(, refus( rcntltls.

'fhc al)artn'tcnt rvas on tltc lorrrfh ltxrr of a sctctt-ston,'
salk-uyr. []nlit. lhr lralls $'crc fillcLl sith l)i(\'(lcs. lraslr
cuns, eml othcr hotrsehold cffccts thut nr.rrlr climbing th,.'

sl:lirs no cxsv tilsk. As it trrrne(l orrt. tlre krxlkrrl lskecl no

p(rs(n:rl (lucsti()ni'-in l'irtt. shc srrrrllln l ,,,-*"1 lo nrc ltt l I

lrtn instcatl rlircrtcd a lc\ Perlirnr.ton (lucsti()ns k) R()c.
'I hor.rgh tlrc xl)xflr)rcnl itscll rves splrciorrs-and a lrurgair
l()r x fi)rcigncr iD ltciiing xl -\;1I):r rn()nlll--{lrc ilrcJ \\'rrs 5,,

clc.solatc antl tlrq lrrnclkrrtl s() ru(l( tlrirl I knt* I cott nevtr-

lirc tlrcx'. ()utsitlc. I hirl llrrl grxxlll'c antl {irrrncl u culr t r

crx)lirtttt rtr\'startlt lirr ln lll).1[nrt.r]l in I^Liiirlg.

It trxrk {)rcr lso mr;rtlhs:rncl sr\crel su(ll .r(l\cnlur('s I )

ll d l lu,l]rr-. hut rn! t,rp(ricn(c \\rrs quil( l\l)icJl ()l (\pl.
lriiltc\ !\ itll nrid-r':rrtgr lrrrtlgets rcekrr'tg conr cnicntlr L x ltlc.l
ln)usinl. l\l()sl lirrrrgners shl):rn liqt kr clrrrrse lltcir-oNrt
ln)using in llcijing xrc conrp:rl crrrplr:rccs uitlt burlgrrs rrl
\ i.( I N ) \ I ;.( )l )l I ;r rrrorrth lirr r(.nt ll is (),rl\ tlk lirr. lilt. ntt -

scll. rvlt,r lill irrto the nticlcl[' r]irk(l lin'u convcnitrtlt kr
( ilt((l xl)irnnrcnl \ illl \\'( \l('rn Jrlr(nili(\ li,f S Ll)(x)-:l.l l()1)

'lir( (l(..1 lh.rt ir i\ (lilfi((rh t() lind Jn Jl):rnnr(nt liI Sl,0(ll
:r rnonth in lr corrntn slrt.re llrt'rrrr.rugt unnLrel lTtt crrlritu

in({nl)( is r()uglllY s l=rl j. n:rlrrrlrllv u lrit lr.rrrl to grrrsll

IlrLrrinq. lrrnrrrtr'. i. l lrre(rr[r. r,rrttrrt,rltlt in lhi: (rl\ ()l ()

rtrrlliort l(rirk'rrts lrnrl J rttillron _trart\icnl\" rYhr llitrr rrrtr t'
l0 llciiiru li'(nn llr( l)r()\in((. scuking \o|k. Ilc-rl !\l.rt( l)u ll
r(' \\'rr,l(r'n \l)r,( ili(.rlir,!r\ \\ ith tt l,..l)ltonts, lrot nrnnirt
Nxtcr. l)irlhr<x)n):. kit11r,..D.. clcruL0r''. urrl']tc llitt' rli.lrr.-s--
i. In (.l)((Itllr rlr,)n \ul)l)l\ .rn,.l ttrrrl. tri lrr sn:r|0t'rl r 1r

,1tll, klr lrr \\(.1(rn,,r.l,rl,,rI](.( (\l).rlU,rl(\
l}.rt kx'rrl rcri,.L'nts urr' nrlr Pr'rrrritt<l to Iust Pr'irrtlcll

()\\n((l rl)rrnnr('rlt to lirrtitnr'rs onrc tlrtr lr.tre g.rrrtr'tl 1xr-
rrissirrn lirrnr tlrc l'Lrl)li( 5(\'urit\ lI[(ilu. lrrr<xrling trr ont
rull c:lill( lrrlent. l'ri\xtcl\ (,\\nc(l..rllirrrIrlrL'lrplrnrtttnls urc

\rill in \cr\ slrt)n supPlr.lr(,\\'r'rtr.:rnrl thr. rt,rl cstat(
:rgcnts u rlling t(r sl)()\\' tl)cn) .iae (,\(,n nr{)r(. s('il((, \l(,\l
rtrrl ,.sl:rlt uucnl\ (h(x)\( to r[rrl in ltiglr-rcnl ProPcni-s
Iustl lrr lirrcign (ornp.lnic\. unrl .lt'tr,.Iur o[ tlrL ltm-
corrnris ion, lrrrrsle-latlcn i()l) (ll in(li\i(luill :rl)ilrtrrenl
rcntel lltrsc (lhincsc rcrrl cst:Il( xgcnt\ nlto tlo t.rkt' otr

tl)(,nn,r( (rrnrltr\r)rnc lrrlr ol inclir r<lrrll r(rilirls:lrr l(r rirU]

.luly August I 995 o The Chinq Business Review 55

quickll hov.'to nurket their propenies. ()ne realk)r. for ex-
ample. called nrc away from *ork with the promise o[ a

sp:rciolrs tw(Fbcdr(x)m flat. \(hcn we arrivcd at the apan-

nrent. she shoq'ed me two small nxrrns.
''This is one hdrcxrnr end lhat is the other,- she said,

;xrinting at cach rf thc' rxrms.
-Vell, thcn rvhere is rhc lii ing r(Dmi l askc(I.
"Oh. she rcsglnde(l inndendy, This apannrcnt d<resn t

hate u living r(x)m ()r dining r<xrm: it onl.v has rwo lxd-
(x)ms.'

Thc p.rucity of reahors w'lro lrandle h()using li)r individu-
lls tlenrandc'd thxt I pursue any ancl all housing lcad.s. Ilct
:lD ,{rrcri(un liicnd s lanrlkrrd inlr()ducc ntc t() a ltrng Kong
l)usillcssnlan. $ln) is plxnnjnS k) opcn l cor.rntry club in
l}tiiing Aftcr p:tYing il vcrr's rcnl in xdvrln(!. tl)( l)usincs.-

nran <lccitler,l tlle xp:lnrncnt rvas bc'hr$' his st:rnrlartls and

ntor.crl inkr a lr,rrr.rry h()lcl. I l{)ping t() rc(r)vcr lh( rcst ()f thc

lcaa\ ft.nt. ltc s;rs Ixrking t(,:'trlrel I() a lirrrignr'r. 'lltr
.rp,rrlr)r('nt. I th..rrvcrul \\'l)(n I\\'(nl 1., \r'( il. \\'.rs in J

l)uilcling muintrrine(l bv the (lltincse Air l'()r('( to h()usc

Russiln hclirrl'rtcr rtpl,r slx'(ixli\ls. lt rus 6hlN lnti clut-

tcrc<l rvith tl)c lnrsincssntrril s ltltrngirtgs. \\'hcn l sug.l4csted

rhirt I \\'oul(l only consitler sr.rlrlcttirg lh( apilrtnrcnt ii il

\\erc tlr(,r()ughlv r'lelncrl. thc l)ustn('\snr:rrr rcslxrnticd. ()lr.

ckrn t s'orn', tll('\' clcllr'r thr cilrl)cts ('vcr) thrcr' rrl(Dtlls. An(l

rtrY llrings-\\'( ll tlresc hl\-c lo st:rf h(rt ()l)\'irN\lf Ic ntl()t

Iurc.uch junl in r Ii\c-:'tlr h()t(1."

i\lv l)crsist!n(e firtrrlll peid rrll rlhcn, rrith tltc scn iccs ol
:rn lrgcrll. I l:tndt'<l :tn uPunnrcnt lin Sl,(xI) r nn)nlh, c)i(lu(l-
ir)g trlilllrr5 'lhcrc rrt rr li* <lrrtlr:r,.ks. ltoucvcr. -ltert 

is

l)il)(,(i gJs in tlrt irttiLling, l)ul tlrc buil(linri n)lnirsers rvill
onlv lurn tlr'tlrs orr tlrr.rt tht rxrtpuntt rtlr rclr(llc\ -0

I)(r((nt. sr) until lhcn nrv ovcn lr r:rrr. untl r:rlucd t,rrnnt,rl
il!-\\ ill l)c srrlrt,rllrurrrs:rnd I rvill lutc l() l\rl qxs cxni\l(r'\
lor tlrr. .ttrrt. \inr(, lll(, ill).l11rir('rrt sprrie itsrll \\lrs rtnlir
ishcrl. I\1. Jlrl(.k) n(.9(nillc srrrt things:rs nxrrrr clinrcn-

sions rrntl tht inslxlLrti(n r:f ',rrxxl fIr,rls. lrut tltr.' lun<ll,rnl

\r)nl l)egin Ill(' rcnr)\';llii)ns until lrt rt'r'tiver lhtu( nx)nth\'
rrtlr.rrtr,rr..nl in tlrt lirrrtr ol'u rtrolcl tr;rr't:,1. r lrortr tlt.
I [itc(l Stxt(.s. rrlri(lr <rrLrIl takc screlitl \\'(cks l() (rnnpl(l('

II,,l\'tllll\ lll lr' k.r,lr li,r .r lx,u.(\\.rflr)r,l( Ir.rn\' \,,trl
;\li(1 l\\'() ,D()lrll]i of lrrrng oLrt of a srritr':rsr \\itl) lri(r(ls. I

sill tukc nrv n(\\ ll):l11r)rent \ (li\il(h irnlirl.l('\ in striclc. lltt'
:rpurlrn(nt i\ (nr tlrc tlrirrt(rtllr llrxrr of tltc lruiLling rrnrl tlrr'

clt,r'.rtrrr-rrnlr rrrrs unlil ll:ol) l)rtl, lrrrt I hrrrt elrcurlv lllrgltt
:r thslrliglrt lin lln's( (\(.I)ings rrhcn I lr:Nc t{) nrr\ il.ulc tl)(,

(l:rrk \lIiNil\ lrnd:tttr Prep:trrrl l() (l{, \\hlt tll( ()lllcr rc\i
clrnts t k r----{ll r'r the r'lc\Jkr'(,|r'tlt()r ll lrrilre to urrrk llrtt'

Slteihr .llL4ritr is l\toci lc dir.,ckr'of lh? (.buncil s Bsiiilrtl
o.llice.
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ln addition to th('sc rnoney-saving discounts. you will also enioy a complimentary

bulfet breakfast and a host ol othcr value-ndded benclits. All ure designcd to make

your stay with us this summer a thoroughlv enjoyable experience.

8t \(,
JINC CUANC

NtW WORLD HOTTL

Superior US$136
Deluxe US$156
Jun I -Ar'g3l

( ,L \\( ,,/ll( )t
CHINA
HOTET

Deluxe USSI l2
Suite US$172.50
Jul l - Aug 3l

lt \\(,,/ ()L

DIIACON
HOIET

Superior Us$l(E
Deluxe tlSSl l2
Jun I - Aug:11

sll\\(,li\l
YANGTZE

NEW WORTD HOTTT

Standard US$ I I5*
Dcluxe US$ll0*
Jul l-Aug3l

s t \\.\\( ,

NEW WORI-D
HOIET

Sup€rior US$ 102
Delure tlSSll5
Jun l-AugJl

CRAND
Ntv woRt-D HoTtt

Sundard US$60
Suire US$ 108
Jun I - Aug 3l

@/
NEW WORLD HOTELS INTERNATIONAL

' M,nrmum {oy 2 n'Bhr. All Ercs e rlbjet ro lu ud sF,c. cha.Bc

HONC XONC . MACAU . HO (lll MINH CITY . MANItA . TANCON . StlrlNC . C!ANCZHOU . tIANCZHOU . SHAnGHII
sHENllNc . tlAN . HAlSlN (op..in! mid l99t) ' lUltA tUMt!l rOp.nint 1996) . SANctOl rop.nin! 1997r . DAtIAN (or..ina l99r)

RESERVATIONS: USA: Sr.,r/rr( (toll liec) 800 6.17 7100. Urdl/ (loll frec) I 800.1,1 UTELLI or call your ravcl agenr.

lfyou want further information about our special summer packages, pleas€ complele the coupon and fax to (852) 2721 0741, or mail to:
Nel, l+brld Hotels I nternational Rm, 1601. East Wing. Nerv World Ofiice Bldg.,24 Salisbury Rd., T.S.T. Kln., H.K.

E culNczHou -cHrNA HorEL
I astrtNc - rtrc cuANc NEw woRLD HorEL

! xtlN -cnlrun uew woRLD HorEL

E HlNczHou - onAcoN HorEL
! sH,lxcull - vlNGTzE NEw woRLD HorEL
! sHrNvlNc -xsw woRLD HorEl-

NAME (MR/MS) :-CoMPANY
.\l)l)Rlss.r()B l:

cBff 7-Al95

TFI, l:,{\


