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THE BEIIING REAL ESTATE REPORT
The only study of its kind!

A grriJc to office , ulttt trlott, anl hotcl ac'contnrlatiott-s in Chiruri cupirtrl

The Beijing Real Estate Report, a summary of Beijing's expatriate and tourist accommodarions,
contains comprehcnsive and timely information available for the first time. Thoroughly
researched by thc stafl of the Nationa] Council for US-China Trade in Beiling, the rcport
includes:

o Detailed pro6les of each of the 56 hotel, o6ce, and apartment
buildings now under construction in Beijing or slated to begin
construction soon.

. Spccifications tirr all otiice, ilpartment, antl hotel tccommtxlatittns
now availahle to the expatriate and fbrc'igr travclcr.

o A sunrnnry of China's real estatc rulcs an,l rcgttlitrior.ts.
. Maps locating all prolects, including those under construction. A

scparate map covers other locations of interest to Beijing's

expatriates, including ministries, hospitals, schools, and supermarkets.

Who needs The BeijingReal&tote Repcnt?

Co:lpunics tlrttt have ,,pcncrl ,,r rtrc consitlcrin( ir llt'ijirrg r tf ficr.';

TilrveI lrrtrl tr ,ttrirnt ;tl.lcrtctt r:

Constrrrctiott lnr.l engitrcering firnrs;

Intt'rnttionll real cstatc,-lcvclt,p,ers;

Firms providing products irnd scrvices to foreigncrs in Beijing;
All rlrose who visit, livc in, or do business in China's capital.

How can I getThe BeijtngRealF^sttru Repart?

The Beijing Real Estate Report is available from The National Council
for US-China Trade. All orders must be prepaid.

CoLrncil nrl'nrhers $ l5; non-nrcnrhcrs $50.

Intcrnutionirl rtirnrail ordcrs, iteltl $5.

To ordcr y.rur c,rpy, send 1'crur chcck, payable to The Narional Ciruncil lirr US-China Tradc,

Alan DcHarpporr, Publications Sales Managcr
Thc Natir.rnal Council for US-China Tradc

Itllt't N Srreer NV, Suite 500X

Vashington, DC 20016 USA
(202) 429-0140



Cover: [-()ng-ternr
stratcgies and carc-
llr I plirnr)ing arc a

11(tr)(l slrrl inrl
Ixlint, hul in the
r.rrd all irrvcstors
llrusr willk a l()ng
lr(l ()llcn (halleng-
irrg-path to suc-

The ADB: (:hi-

l,cr'$hip

ln,tl' (ll'in:'
runrl Iircign

PaBe 10.

Silk: In the next l5
years, (lhina hopes
t() nr()re rhitn dou-
ble irs | {)116 silk ex,
Porls carnings ol'
$l.llthillnrn.
I l( r (j\ h{'w. Page

Silk IxB,rl\:
Chinn Mov(\ Upnr.rrk('l

The nragazine ol tlre National Council firr US-(llrinaTrade

March-April 1988 Volunre 15, Nurrrber2

ChinaJoins the ADB (ihina received loans worth $ I 33 urillion
in its first year o{ lrorrowing, and urore projects arc in the works.
b1 Robetl E. (hx

TheFiveP's l.irsl-tirrx' irrvt'stolssh()rrl(lslilrl witIr tIrcsc

I)r'ac(icirl I)rir( il)l('s. lr,,Srinrr,1 f. Zhtng atrl.Jllrt"t 1.. Snvltt

China'slnvestmentlmplementingRegulations I)etailed
guidelines ancl enticin6 incentives for the proje(ts (lhina wants
b1 Lurille A. Ranle

Balancing Foreign Exchange Swaps, renminbi purclrases, and
import substituti()r) still kave sonre investors sh()rt ()ftr.rrd
currency. by lohn l'risbie

Computerlnvestments HiBh-lechjoiDt vcnturrs Iirccspecial
issues. D,y,(rlh l1o .Shrd

Seeking Special Staaus How investment projects can qualify as

"export-oriented" and "technologically aclvanced." lry Pitman
B. Potter

Liberating the Land (illrrrl4cs irr larttl rnirttirgt tttt rrt polirl
rttar ltclp lirreigtt irtrt'stols obtain lttt14-tt'rttt lirttrl-ttst' t igltts
h I'ctn Krlltr

A Survey ofShanghaiJoint Ventures Pelspet tivcs on the
severity of problcrr)s vila by investor nati()nality. bt Beredicl
Slaois atd Ye Gang

Investment Incentives throughoutAsia (lhina's investnrent
legislation appears to be t onrpetirive-but thirt's ()nly part of the
story. bl Genevtcrr Deart

Fashioning a Successful Silk Industry Moving rrp-rrr:rlkt'l

lrlornises lriglrel cxf)()r ( (' rnin$s. b lltl/('r'l't Mttsoll Lol'irtkt

l0

l4

l9

24

30

54

36

/

40

46

49

5J

Departmenas

Trends and Issues
Contmentary

4
6

China Business
Classified Advertising

llx' fi rirr:r
1l rsirrr. ldrirr'

,,1
L,

a

58
62

The China
Business Review

I

Organizations Involved in Investment A $li(l('t() tlrt'plavt'rs
lhat in\esl()rs nc('rl lokrron. ()mpiled hJohn l'rt:'ltit



th&
ENERGIZINC CHINA'S
ENTERPRISES

Over a year ago China watchers
were predicting imminent passage of
the State enterprise law. But the law
fell vicrim ro political insrability fol-
lowiDg then-Party Secretary Hu Yao-
bang's sudden resignation in early
1987. Now the law has resurfaced and
is, once again, expected to be passed
by the National People's Congriss,
which convenes for its annual session
on March 25. This time around, hav-
ing received high-level approval from
China's Politburo in January, passage
seems all but assured-

While the State enterprise law has
been on hold, the need for it has
grown. Reforming China's factory
management system has moved to the
top of the 1988 economic agenda,
and the new law will be vital to rc-
firrmers'plans. The enterprise law is

expected to give factory nranagers
real power by providing the legal ba-
sis for separaring their authl)rity
from the Party organization and ad-
ministrative bureaucracy. And if the
factory manager still can't make ends
meer. the draft bankruptcy larr-
which automatically goes into effect
three months after passage of the en-
terprise law-should give reformers
the means to force unprofitable fac-
tories out of business.

While experiments at reforming
China's enterprises have been under-
way for several years, implementa-
tion of the enterprise and bankruptcy
laws will give China's leaders leverage
to push factory reforms on a wider
scale. For more background on Chi-
na's changing enterprises, see the
March/April 1987 issue of T,he CBR.

-J 
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COSMETIC CHANGES
The use of make-up, once criti-

cized as bourgeois, is becoming in-
creasingly commonplace among fash-
ion-conscious Chinese women. To
meet growing demand, thousands of
small cosmetics factories are produc-
ing everything from cleansing creams

TRENDS & ISSUES

to lipstick, eye shadow, rouge, and
nail polish. As in the West, consum-
ers can choose among upscale, mid-
level, and basic cosmetic product
lines, available fronr department
stores and beauty shops.

According toJoseph I-in, a US cos-
metics engineer and consultant, Chi-
na's young cosmeli(s industrY is

among the fastest growing in the
world. This fact has not escaped ttre
notice of international industry lead-
ers. The Beijing International Cos-
metic Expo held last October at-
tracted 4l exhibitors [rom Il
counrries including Estee l,auder,
Elizabeth Arden. Max Factor, and
Revlon, who came to build brand
awareness among China's ( osmetics
manufacturers, beauticians, and gov-
ernment officials-as well as the
crowds who waited on line every day
to watch make-up demonstrations
and receive free samples.

Some of these firms have already
found a small market f<rr their prod-
ucts through China's foreign hotels
or Friendship St()re outlets. And in
an effort to reach the huge domestic
market, several have gotten much
more deeply involved in China.

Huazi (Beautiful Form), the most
expensive cosmetics line on the Chi-

CBR P1ANS
ANNIVENSANY ISSUE

The National Council will celcbrate
ils l5th anniveBary of promoiin8 US
butinci! rrith China at itrJu[c annual
mcctinS in washinglon, DC. In con-
juncrion with thir event, the May-June
istre of Ttu Chiaa B,,/.litw'.t Rcvicu vtlll
be a sp.cial annivcrrary bsuc, provid-
ing a uniquc opportuniry for compa-
nics !o shovcasc their role in lhc
grorvth of US-China tradc. Compa-
nies may spotlighr thcit accomplish-
mcnts and futurc objectives in lhe
China market through tpecial corpG
ratc announcementa in this islue. Ad-
vcrrkinS rat6 and additional informa-
tion arc availablc from lie C8ft's
Bulines Mafle8lr MarSarcr Wadc at
(202) 429-0340 or tclex: 64517
NCUSCTUW.

nese market, is nrade by a joint ven-
ture between Japan's Shiseido and
the Beiiing No. 3 Daily-Use Chemical
Facrory. Avon teamed with the Bei-
jing No.4 factory to produce its
Moisture Rich face cream, while
haircare products made at the Wella
(FRG)-Tianj in No. I Consumer
Chemicals Factory joint venture sell
well at departnrent stores throughout
China. Avon is ronsidering a joint
venture to manufacture lipstick, eye-
brow pencils, and eye shadow. And
Elizabeth Arden. which runs one of
its tony Red f)oor salons out of the
White Swan Hotel in Guangzhou,
may also begin nranufacturing in
China.

Most of these ventures plan to sell
the bulk of their output to other
Asian countries for now. But given
the growing demand in China, a
greater share of the domestic market
may be there for the taking. 

-PET
INSURING INTERESTS

Resistance to the idea of insuring
property or loved ones is deeply
rooted in China. Traditionally reliant
on the strength of the family uDit to
cope with har<lship or disaster, most
Chinese consider buying an insur-
ance policy an alien idea. While rec-
ognizing its practicality, even the
State fears that the protection insur-
ance offers may weaken family ties
and encourage Western-style social
malaise.

Still, as China modernizes, the in-
surance industry is inevitably gaining
grouncl. For one thing, the State is

eager to divest itself of ever-mount-
ing social welfare expenditures so
that it can focus on key capital con-
struction projects. China's rampag-
ing forest 6re in Heilongjiang last
May only reinforced the belief rhat
insurance is an idea whose time has
come. Said Li Peng last November,
"Insurance, instead of government
relief, will make units, organizations,
and individuals feel more secure
from the effects of unpredictable di-
sasters."

4 The Chin. Susiness Review/Mrrch-April t968



What's more, insurance is becom-
ing affrrrdable to a large segment of
the popu lat i() n-whic h also has
rnore valuables to protect. Since
1979. when the donrestic insurance
business was alkrwed to reopen after
a 3O-year lapse, more than 60 mil-
lion people have bought some form
of insurance, with house and con-
Ients insurance by far the most pop-
ular. The gains have been greatest
in the cities. By official accounts,
one in four residents of Shanghai
now holds some kind of long-term
coverage. Some farmers are signing
up too, lured by the prospects of
nl()re generous comPen$ation for
personal and property losses than
they could receive from the State's
relief program.

S()on interested customers will
have more opli()ns to choose from.
Late last year the China Life Insur-
arrce Co. Ltd. resumed domestic in-
surance operati()ns for the first time
since the founding of the PRC.
Branthes of China Life opened in
Shanghai and Guangzhou early this
year and will presumably give the
l'eople's I nsurance Company of
China some nruch-needed compe-
tition.

lf orher Confucian-based societies
can change rheir atlitudes roward in-
surance-irr Japan the industry is

highly deve loped-there's no reason
why China's domestic insurance busi-
ness can't raise its share of the courr-
try's CNP fr()m the mere.4 percent it
holds today. China's leaders may be
ready for a decline in the country's
centuries-old State paternalism, and
insurance companies will no doubt
be willing to fill in the gaps.

-Deborah 
Diamond-Kim

GOING TOR THE GOID
With the help of some 200,000 in-

diridual prospectors. China has qui-
etly ernerged as the world's f<rurth
largest gold producer, behind South
Africa. the Soviet Union, and the
United States. While China does not
release gold (rutput frgures, Western
analysts estimate China's annual pro-
duction at about 70 tonnes in 1987.
'I'he Chinese hope to keep increasing
annual production by l5 percent ev-
ery year unril 1990.

'Ihe drive to mine nrore gold has
been picking up speed since China
began encouraging private gold pros-
peclors a de.ade ago. Cold is mined
in 22 provinces, with Shandong and

Jiangxi leading the wa),. Newspapers

regularly carry findings of new ore
seams around the country, with espe-
cially promising reserves recently re-
ported in the Altay Mountains of
Xinjiang and on tropical Hainan Is-
land.

The government has stepped up its
investment in the industry, from
Y300 million in 1986 to Y600 million
in 1987. The United States, Italy, and
the Netherlands have also helped
China make technological advances,
including the receDt use of remote
sensing devices t() locate gold re-
serves in Xinjiang, and the develop-
ment of chemical leaching processes
to increase the pcrcentage of gold
taken from ore. China's eagerness to
improve gold production has even
led it to the Soviet Union, where a

team of Chinesc engineers traveled
last year to inspect gold production
techniques. And China recently
agreed to send a gold prospecting
team to Australia, a sign that the
country's mining techniques are im-
proving rapidly.

China has go()d reasons f<rr boost-
ing gold output. Domestic demand
for gold consistently outstrips sup-
ply. Gold rings and necklaces have
become d? igeur brid,al gifts, and
jewelry stores quickly sell out of gold
items despite major price increases
over the past two years. Some buyers
are also attracted lo gold as a hedge
against the inflation beginning to
trouble many Chinese consunrers.

China's recent balance of pay-
ments problems may also bc fueling
the gold prr>duction drive. The Soviet
Union rourinely sells gold on world
markets when short of foreign ex-
change. In China, too, there appears
to be a correlation between stepped-
up gold mining activity and the in-
creased use of gold as an export and
barter commodity. In 1986, f<rr ex-
ample, Western analysts speculate
that China sold roughly $500 million
in gold reserves to Britain to ease its
foreign exchange shortage.

While China's press is full of ac-
counts of new ore seams and
overfulfilled goki quotas, the govern-
ment's official ligures show no in-
crease in gold assets since the 1982
level of 12.7 million troy ounces. Per-
haps the additional reserves are be-
ing stored up ftrr use in times of dire
need, such as famine or foreign inva-
sion. C)r perhaps, given its develop-
ing nation status, China simply wants
to avoid the appearance of stockpil-
ing too much wealth. 

-SER
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(]oMMI.,N'IARY

An American Perspective on China's Legislative Problems
.lrxtnr Altn ( )thttt

.fYlrirr.r rrrri.rt( (l irs rrr(sent
I I r,,li,r ,,1 1,r,,:rrl trx,rx r'.rtiurr
f . *,,r, Ir)r.r,r( r\ ,,,,'lt ., d.-
\-',/ ,.,,r,'.rg,,. lrr rrrirl-llrilr rlre
(()urtlr'\' l)rr)utrllgirttrl tlrC Sitrrl Fot'
cigl .loirrt \inlurc l,ilu, tlre lilst ()l

rrlirrrr l:[vs ol inlcrr'sl t() Illc 1()r'cign
lrrrsirrr.rs r orrrr rrrriIr. Sin( c lhcrr. au-
tlrolitits at lxrtlr tlrt rratiortal lrnd kr-
t al lcr,cl lravr' ( rril( l(11 ( r)rrrrtl( ss strl)_

starrlivr. r'rrl< s l('r lil( ilitllirtg lra(le
;rr(l invcstirx rrt

.\nrcticart lartvt't s rrlro s'or_k rrith
(lhirra lrr ,rrrrl l.rlgt arlrnilc tht ltgisla-
tirc rrrrotttlrlisltrrrcnls ()l lhe I)R(l
sirrrc I1))1). Ilrtr Lrrrritrstarttl that
llrcsc il( ( ( ) r r r I ) I i \ I r r r r r ' t t I s here heen
arhicr'r,<l orrlr tlrrorrglr rartlitl strrtlv
,'l r:rriorr,, lr'g.rl rr.tcrrrs. Lr:rl r'sPeti-
nrcrts \r'ill) t orrlcrrrpl:tlctl legislatiolr.
pairrstakirrg rlr'.rltirrg, artrl rrtlrrrer()trs
rtririrrrrr. \4lr.rt lr,r' lxctt.rrlricrld itt
jrt.t .r lcu rr':rrs;rr,,ri,k s gtrrrrrrrls [,'r'
corrIitk'rrtt irr (lhirr:r's Irrtrrrt' legisla-
li\'( l)I()gr css.

[]ul (l('sl)ilc (llrirta s itrtpt'tssivc le-
g:rl ar r orrrplishcrrts o\('r llle l)ilsl nine
l(.||\. | !r'r'! ||r' .rrIIItrI\ Ilr,rl Ill( t( l\
still nllr(lr lclt to <Lr. .{ttrt t-irlrlr larv-
\ ( r'\ :r( I i\'c irr ( llrirra, arr<l tlreir' ( li('nts,
,'ltcrr rrrrrsl \rrr'\lL lrtlri ,rrr,l .rg.rirr
rrrtlr l.rnrli,n isrrrcs rrrr,rlrirtg (iltitt.r's
crorrorrrit' lt'gislatiott. lir lxrrrorr' a
(:llin( \( r ll( tr)r i( ill ( r)nstrtrat. ()ne

nrighl ( irll llr( s( l)r'(,1)l( rls -l lte l0
Nccrls.'

l. Need for complionce uith
existing legi$lation
Irr lllll{i. rvlrcrr I toltl a st'ttior (lhi-

rrr.st, irrvr.slrrr< rrl ollir ial Irow ;rlcascrl
I was thlrt (llritlr wlts ptt'palirtg thc
l'rrrvisi()rrs I()l tlrc [,.rrtoutagt'ntcrrt of
I.-()r'('igr lr\'('slrr( rl, llc Iel)licd:
''N< w l< gislatiorr is rrsclrrl, ol'cout se.

llrrt il orrr ptoplt woultl ()nl) (()rr[)l']
rvith t lrc llrrvs rr r' :rlt ( it(ly hx\ ( , ir l(,t ol-
plolrl<,nrs worrLl lx solrrd.' lltanr'
(,hirrcsc lt :r<lct'r lr;tr t siti<l silttilltr
llrinN\ itr l)lrl)li(, rrrging ()lIi(ials l()
a<krpt tlrc sl()glr "(l{)rnl)l\ $ith lhe

law ' l,toulrt Drtt) or a wirlt' st alt'.
l.irlcign lawvt'rs w()lrl(l itgrc( i!itll

tlrir h;rrrk sell-r ritir isrr. ll is lllrsl!,Il-
irrg. lirr t x;rrrrlrlt'. wll( r Ilrr' .rAcIr ir'\
resPonsiblc Ior uppt ovittg ittrtst_
nlenl (()nlra(ls Iitil to obsttvt Ptt-
scribcd <lcarllincs or. allt t approval,
r'c()l)e tllc llrrxtss ritlrorrt stalttto|v
.rrrlll"r ilr. S,rtttr'lttttr'. tlrori ,rl rrr ilr_
volrrrl irr rlrt (lhirrn lrrrsitrcss lravt tlrc
inrPressiorr that thc lirrtltcr':rrr'er orttr
is Irorr Brijing. rlr( l( ss tlrc kx rl ( ()n'
(ern rrilll tarrritrg ottt tltc llrs. lhc
tratlit ional (ilrirrcsc rillrrgc srrrittg.
''llcurlrr ir lriglr ,rrrrl tIrl lrrr1ri r,rr i'.

Iar auar. ' \lill .rPl)lir\ lr) IDall\ l()-
cillcs.

2. Need for further legislation
l'olc ign r'ortt lrrrtr ics ( olrlirlrr(' lr)

ar{ril pt ( )tr)rrlgill iorr ol sttr lr lr.rsit Ira-

tional lt'gislatiort ls ir lltw lttrtll()t-ililtg
the cstablishllrclll ol (]ltitr<st lrtl-
ligr , r','1x't'.rtirc rlrrtrrrt s l.r. tlirtirr-
guislrt'd Irrrrtt crIttit\'.i()irrI \'( Illlrrcs), il
conrparrv law, r rrPl r iglrt iltl(l s()li }\ itrc
pr-()t(]ati()I lirrvs. ;rrrrl llrws t(gttlirlirrg
rrrr'lr rr.rltr'r,..rr lotr'igtr tt,trk .tttrl ttt-
\(.\l lr'lll i r r \ I i I r l I r . ! r l \ , llr.rl l,.i,rg( \. iI l-
sur anct . hankitrg, Ircgot iitl)lc irrrit ltl-
nrctrts, arrrl I:ttot'r tttalragr'rlrcrrt ol'
Statc err t cr'plists. I)etailttl inrplc-
nrenting rcglrlllli()rr, ittt :tlso t:cttltrl
to clalill sorrrt cxislirrg kgirlati,,rr.
atrd nru.lr lclcratrl Lrtul ltgislatiorr
has vcl t() itl)lx;lr'. Ii)rtllt)irt.l\, lllt
pat t' ol rlr altittg ct otrrrrrit k girl;rtiott
ilppcir-s l(, lrt r;rrirktt)ittg. $itlr to-
. rlrt'r;rtr\'(. \,.llrll1 .ltlrl cDt('rPtirt
laws cxlxr'tc<l to bc pt'orrrrrlgated

.Jrront Ahn (hlt' is a f rt- tilh lht
i t,rnutintul l,tn ltrn r'l /lral. ltlrrr,
llilkinl. ll'harton A (,orison. lhis ar-
li.l( ir ulaltftl lnnn a .\ft'ch {iu' lo ltu'
LIS-O|ina loint .\tttrn on I'rarlt. In-
Tpttnk'nl, toul l')'t,t)t i( Itn' itt ,lul:tt.\l
lL)i17. 'lhe authot uurll likr to lha h

I\\*l*to- lr'oNt. \lo \r'r ttl tb ttt'rti,tg.
lot !?t, is.\io lo luhli.\h lht3 al ll tit'n.

). Need to mahe laws less uague

Solre o[ (]lrirra's laws irnrl rcgttllt-
tions ar-c tottrlrc<l itt lrtoatl, alrrbigtr-
r,lls. lrtt(l (r( i',r\i'rrr:rllr t rr'rr itr rtrrsis-
lenl tefnls. Il()t'covCt. ttllaitr larvs
()rnit inrp()rtanl Dllrtl(rs llrill slr()trl(l
be covcrerl- tis giv<'s ccttlrlrl alrtl lo-
( al inrplcrr( nl ir)g :rgcrtr ics bt-oarl
sr ope lirr irrter-pr-rtation :lrr(l lc.r(ls lr)
lr llrtk ol trttil,,rrrr lt(,rltrll.lrl l,'l'\illll-
lrr trans:rctiorrs,

In recent vtars, as (lhitta ltas acr u'
ll)ulated D)()r'c txP<ritrrrt' $ith trcs
lirrnrs ol- econonrit c(x)l)eralirnr itrt(l
relirreri its rhafting trchrrirlrrcs. thc
rlrrrrlrtv ol L girl:rrirt ( r'illl\rrr.rrl\lrit)
seer)ls l() harr irrrprr,r't'rl. ltrtlltcr'
I)r()gtcss (ntt l)e c\l)('(l((l as ll)()f('
.lnd hcllcr.llJlunl l.rr. gr.rrlrr:rtt. j,,irr
Ohina's legislatire agcrrr it s.

4. Need to reconcile conllicting
legislation
lDcvitahly. ca<'lr rrcw llrw lirltlrtr'

<ornplicatcs thc rt()r'k ()l lh()sc wll()
interplet Ohirra's cxparrrlirrg botlr ol
lcgislation. Nat iortal legislatiott rrrtrst

be reconciletl nith lrxal laws. ittrltrrl-
irrg those specifirallr t'tlatirrg t,, tlrc
sp('(ial e(()n()rni. rortcs (S[]ls) atttl
()lher- r'egi()n:' rrithirr (lhirra tllilt hir\'('
lx" tt gr.rtrtr',1 \orrr( .llltotrr,ttr\ [i'r
c{ilrlple, r{h(n (lhiIla crrattt<l tltc
l'oreign Econornit (]orrtrar t Lau atrrl
rlle techn()l()g\ Irrrpor t Oontlart
Rr'grrl.rti,'rrs rl I'ltti. ri t't.rrrr l)r'ni-
sions ol cach rorttratlittttl sitttilar'
pr-orisions 1>lr rr t tu lgatctl tll('ptcti()lls
year in the Sht'nzhcn S[']2. Ilris raist s

tlre qrrerti,rn r'I ulrrtlrt r r',rr li(.r lcgis-
lirti()rr applical)l( orrly to s1x'cilic lt'-
gions strotrkl a()ntiru(' t() g()v(r'!l as
(lhina as a wltolc hecotrtt's irrcrcas-
ingly reccptivc to firreigtt busitt<ss
antl pronrtrlgates Itatir)nal lcgislxli()rr
()D the sanre slll)iccls.

l.-r'en within tlrc (cutrirl g()\crrt-
rlcnt lher-c is a Iccrl to t t t ()ttr'ilt'corr-
Ilir lrrg l(Br\l.rli(,r \t,ttr('tirrrl.r. .rs irr
thc 1ax fiel(1, inrPlcnxrrtittg tcgtrla-
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tiorrs lirr rrrrrllrtcrl lrr it ntinislt-) l(, sul)-

l)l(,rrcrl r l.rrr trllrttetl lrr the \a,
tir)nirI l'( r)l)lr"\ (.(,ngrcss (Nl'(.)
l( lllilll\ r( \ i\( llr( r)r igirrll intcDl ()l
llrc llltr. r\n(l lrroarl rrt'* lcgislatiou
cnir(l((l l)\ lll( \l'(..\lr(hasllre Illltli
(itttcr.rl l'tittrilrlts ol (liril l.arr, rtrar
( ()nl r a(li( I rrrlc: prt'r'iorrslr Pr()nrrrl-
g:rttrl ln tlrt Stirtr'(,ounr'il. ln rnarrr
itrsl.rttr rr sLrr lt rotrtr'lrtIittions arr
\urt l\ inil(l\cr lcllt. ar ising bccarrsc
tllc gcncrul larv ar<l thc spc<ilrc lcgtr-
lrtiorrs wclc (lralj(,(l l)y (liflercrt
grorrps, olt crr lt rlillt'r'cnt tinres. Thcl
tt( !cllll( lcss ( t(rlr ttll(eflrirl\, itril
llr(' l( girl ( r)r)s('(l!lcn('cs ol su( ll
(()rlllr(li(li(,rs nrust l)r lraoalled irr ir
$:rr tlrlrt lrill rr()t ul)scl c\isting r(,nr-
rr( r( ial r( lllioll\llips.

5- Need lo prolect contracls
against nela legislolion
,\rrrorrg tlrc Ior-t.nrost problcnrr

( oDIr( )rr i||g li rIt'igrr t onrpanies is I Irc
latt that lorcigrr ilrltltsts irr a con-
u'ir(t sign((l totlar rrith a Chirrcsc
(()nrl)lrrly rra\ lx arlvcrsely aflcctc<l
hl nt.rv (lhirrcsr. ltgislation enactt<l
I()rrr(,r'r'o\{. ( lh ittcse o[[icials harr
lri((l tr) r'('lssurc Iirlt'ign firrns tlrat
I lr('ir' ( ( )nl Iu( 1s rvill r( )t be cllange(l t()
lltcit tlis:rtlvrrtttagc uhelr rrew lcgisla'
ti',rr is l,.r\\( (1. lrrrt (.lrirrcrr rr gDti-
ill()rs (()rsisl(.lltly rcsisl puttiDg lln)
slxtilir larrgrrugc t() lhal efle(l int() il
( ( )I! lt:t( L

Ohina s lirlt'ign l,ronontic (lrrr-
u'l(l [.ilr!. rrhirlr appeared in l!)115.
r)llk( r\ r( lct( r(( t() tllis pt()blenl l)ut
llnli)rlulllt(l\ (l(x'\ n()l pr'()ri(le anr
<lt firritirt. ;urs\(.r\. r\t'ti(le .l() ol this
Iarv, rl<'sigrtctl t() I)r()te(I i()inl \cn-
lulcs, ( (x)l)( r:{li\r \(n1ut'cs, an(l Dilt-
rrral r-es()trr'(( ptrrjccts agairtst subsc-
(lu(lll l(gislirti()n, is a good exanrplc
oI arrrbiguotrs (h illis!llanship. al lcasl
l() I()r( ign t yts. lt sinrply states tlrilr.
wlr('rr tr( l\ lrtw,' lrlr1x.rr', r orttlur't\ [,'l
llrcs( lllrc('l)l)('s ()l pr-()ic(ts "nritv
slill bc irrl)lcnrcnt('rl a<rordirrg to tlrt.

Prlrr'isions lrl tlrc tontract. l-lrc
rl(illing r)l llris I)hr':ls( has D()t bc(.n
clalilit rl. cilhcl bl irnplenrentirrg
r'( l{lllirti()rrrt ()r' lllrr)ugll rn aulh()rila-
lr\c inl(,r'l)r'(.tirlir)rr tonlirnring that
lh('s( ({)Dlra(ls \rill n()t bc a<ivcrsclt
aflectcrl bl rrt's lcgislation.

l\loleor't'r'. n() rlutter horv it is rrr'
l(rl)r'(l(rl, :\rtir1t .10 does not pr-o-
l(( t ()llrcr trPcs ol r'orrtracts tlrat also
<all Iirl sigrrilicarrt long-ternr Iirlt'igrr
.{)()l)crilli()n with (lhina, such as
thost lirt' li.r'nsinl,1 ol tet.hn()log),
(()nrlxllsillioll llil(lc, or wholly lirr'-
eigl-()t{rc(l in vcst rrrerr I s. !-olcign

corrrpatri<'s w()ul(l $ cl(( )mt' amcnd-
nr(.nl ()l At'tit,l(, .10 r() (()\er .rll su(h
lr'ilnsl( li()ns. Ii)r ir tn:lnv lespeCts
lhr\ ilrc Ilrrr( ti()rlilI nlterniitires t()

ioittt r't'tttrrrcs lln(l c(x)perrtile lcrt-
Iurcs ilr(1. likc tlrtnr. r'('quiIe Chincsc
H()\'t,IDrlcDl iil)l)r-()\ irl l)ef()re thev
can go ilto t-lli.t t.

6. Need for opportunity to
co me l on legislation
()ttc i!:t\ t{r irtrtasc lhc t'hanccs

lh.rl tlCw larvs alltcting foleignt,rs
rvill lrt. lrt.ttt.r rllalicrl. nrore lleallt
rcllrlc(l t() ()llr(.r'lilws. nnrl urrlikely t<r

trl)s( l ( xislirg c()Iltr-il('ts v\()uld br li)t-
Olrirrcst ollitials l() a(l()pt an op('nr
InIl)li( l)r(x(rlllrc t'tr:rbling both for-
cigttttr alrrl (lltintsc to ('r)!nrDerlt r)l
lhc l( xt ol a PloPoscd las ol rcgula-
tiou. ln (l()ir)g s() llrc\' \r()ul(l l)e li)l-
louirtg thr' (\uull)lc ol lhcir c()l-
lcagut s in nr.rn\ ()rllcr'(()ltnlries.

(ilrincst' lt'gislutive agencies rl-
t clt(l\' ( ()tt\ull rclr!ilnt go\ernrncrrl
(l('l)ir It nrr ll t \ an(l (]hinese experl\
ah()rrt thcir'(lIuli l:r!rs :rn(1, ()tl a r(l
lrrx basis, rxcasionall'r solicit [irreign
c()rrrl('r)ls. ll (lhin rvoukl institrr-
li()rralir( srr(lt ronsullations an{l r-cg-
rrl.rr ly Irrlrlirlr r lr t(.xr oI ,lr rrIt llr'.-
as r'(".cnlly (l()ll(.\rillr llrc (llirli elltcr-
Prisc larv-it w()rrl(l n()t onlv irnpxrvc
ll)(-(lurilit\ ()l its l('gislil(iorr but als()
lrirli)r'( c rhc belicf that (]hirrl is t rt'
ittirtg :l r(ils()r)lll)l( irD(l {irir crvit-()I-
rrcIll Ji)r Ii,rcig!t lrrrsint,ss. Br giving
ttoti<r'ol ProPl)sc<l actiorr anrl oflel-
ing arr opyroltrrrrilv Ii)t' c()nlneDl.
(lhirrcsc la$'-nrakiDg institutillns
w()ul(l irlsr ) rtlit'rt'foreigD firnrs'
Ir'.rt r ,,l t t t r . r r r t i r i I r : r I { ( I rr\rr r( ti('n\.

7. Need for authoritatiae
interpretation
Lrr.r tlrt l".'r rlr;rllr.(l ll\\s r'(.{luir1.

aulll()r'ilillivc intt'rPretation. [-lnder
(lhiua's r orrstitutirrr. tlle NPC Sllrxl-
ing (l()rlnrillc(. h:rs llrc rrllinrale
lx'n{ r ro irtr'rl,rr.r tlrc l,rur. It. irr
luIr. Illls iiulh()r'ize(l the Suprei)rc
I'coplt s (irrrrt, tl)e Sul)rcnre Pc(r-
pl( s I)r(x llrna\'. an(l the Slate (loun-
r il .rtrri l llrtr'rl (l{ piutrrlrl\ tr, ,r\\i\r
in thi\ lnsli rvithirr thcir' r'espccu!e
sl)lr(.r'a\.

lht' right r(, intcrprcl regulari()ns
iu a gircrr lickl rrstrallr bclongs to the
( ilrittcsc govcrrrrrrtnt rninistrv tith
1rrirricipal lr.sponribilitr' [or that
fickl. -lhrrs. th( Mirislr-\'()l Final(c
has thc righl l(, interprcl (lhina s var-
ious inr orrrc lirx regulnti(nls, an(l tlle
Mirtistly oI I.irlt,igrr l.itorrrnri< Relir-
1i()ns ilr)(l l'r ir(l( (M()fURf) inlerprcts

l lrc Ii(ltllol(,9\ lrrp()r'l (l()nl!acr
Rcgrtl:rtiolrs urrrl valiorrs jr)int len-
llll(' lr'*lll.rll.'lr\ li,,tr'i(lr,,'rrrParticr
tlisratisli<rluith lr)( al lax ()t ioint ven-
lurc rulirg,i ()ltt.rr sceli Ic1,ier! ()f
th.\c Iulirlg\ l)r tll( rclc\anl ccntaal
rrrirli\tr\ il| IlcijiDg itn(l nr-cs()metinles
rtTr'ar<k'rl wilh \u((css. But. as ()l'
Irow. Ii'w t ontp:rttit'\ lr e n illinll t() g()
il stcl) lllr'lhcr arrrl t'lralltngc an ad-
\crs. r'uling in lltr (()ut'ts.

\i t. as (llrirra's glarluallr expantl-
ing lxxh ol arlrrrinistlalive larv estab-
lislrr'. itt,li, i,rl t, rilrr ,,( .rrlrrrirrir-
lr:rtir'( il' li',||. tllr' ('(,|lt'l\ lar l)egi||
t() s('r1lli!!ir(, llrc 1(lrrinislr':lli\'(: iIrtcr -

Prclllli(ltl\ ol r-t grrlalions ntor-t'
rLrsclr', crtrr in thc absence of ex-
plit it lt gisl.rtir<. ilttlr)rilati()rr. Su(lr
ii(lnriIlislluti\(. iur(l ju(li.iirl interpre-
lillion:\ ilr('.s\(l]liill lr()l {)nlr to the
Irl!ric\ irlllc(liirlcl! ir\1rl\c(l bLlt itl\()
l() lh( rllirrr\ ()lllcrs irh() $'truld bcrre-
lit Irorrr krrouirrg tllcs( in(crpreta-
ti()ns. Il(\;lllsc ()l lhiri, tlre IIinisr.\ of
liittattr c ltas Iirt scvt ral veirrs plrb-
lish(rl s( l('( I( (l lrrlirrgs oI its (ieneral
'l.rs lhrlr'.rrr. lr0llr rn it\ t:rr rrrlrglzirrt
rnd ir sl)( ( i:rl lrooks. I I I\{OFERT
r,,( r'( l() lirll()!v llris (,xaDrl)le:lnd pul)-
li.lr its irrtlrlrrct.rtiorrr Bovclning ir-
\'(sllll(' l, li(rrrsirrg. irrrrl ()lller regu-
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lations, it would certainly help
eliminate some of the mystery still at-
tached to doing business with China.
Regular publication oI tourt deci-
sions would also be desirable.

8. Need to eliminate t'intcrrtdl"
prottisions

During negotiations, the Chinese
side will often refer to internal (nziru)
documents that govern certain as-
pects of a contract, but that the for-
eign company is n<)t permitted to see.

The issue is often of central concern
to the foreign side, such as the
amount oflabor subsidies ajoint ven-
ture must pay for its workers, or the
maximum value of technology the
foreign company is allowed to con-
tribute as part ofits investment in the
venture. Foreign companies are also
occasionally told varying versions of
rhe conrent of (hese internal provi-
sions, and sonre believe that the prac-
tice of referring to internal Suide-
lines is sometimes abused by Chinese
negotiators to tale advantage of the
foreigner's ignorance.

Although they come from differ-
enr legal traditions, virtually all for-
eign cornpanies believe that a rule
that i$ not published and available to
all parties violates the principles of
equality and mutual benefit and is

therefore illegitimate. If China were
to enact a law prohibiting Chinese
agencies or parties from requiring
foreigners to adhere to unpublished
rules, it would greatly strengthen the
confidence of foreign lirms active in
China. Another posiiive step would
be for China to publish a single com-
prehensive gazette containing all
laws, regulations, and other rules-
or even simply all those of the central
government. such a gazette could be
founded on lhe understanding that
any rules not included will not be re-
garded as published and hence are
not binding.

9. Need to claify the role of
M O F ERT's mo del c ontract
As China began to enter into long-

term business cooperation with [or-
eigners, it authorized many central
and local government agencies to ne-
gotiate contracts with foreigners for
the first time. To assist the many
thousands of new and inexperienced
Chinese negotiators, MOFERT has
provided them with a "model" joint
venlure contract and articles of asso-
ciation that can be adapted to suit the
circumstances of each transaction

and serve as a basis for opening nego-
tiatiorrs.

MoFERT has provided these draft
documents not in its capacities as leg-
islator, authoritative interPreter of
regulations, or contract approval
agency, but in its other role as the
leader of China's negotiating teams.
The model documents rePresen t
MOFTRT's 'wish list" and contain
many proposals that simply reflect
the miDistry's preferences-just as

model contract drafts for oil cooper-
ation and technology licensing pre-
sented by the relevant Chinese agen-

Fmeign interests in a con-

tra.et signcd tod.ay ruty be a.d-

unseb afected @ neu Chi-
ruse le gislation tomnrrow.

cies represent ,rail preferences.
The modeljoint venture contract,

for example, provides that both the
Chinese and foreign language ver-
sions of a contract are to be legally
authoritative, as Chinese regulations
clearly authorize. But the model then
goes on to state what the regulations
do not-lhat, if there is a discrep-
ancy between the tvro versions, the
Chinese text shall prevail. Of course,
the Chinese government is entitled to
promulgate a rule making the Chi-
nese text the Prevailing one; indeed,
this is the rule under Shenzhen SEZ
contract legislation. Yet, unless such
a rule is enacted for the country as a
whole, its appearance in the model
should be construed merely as a re-
quest that ihe foreign side accePt it as

a matter of bargaining, not as a mat-
ter of law. This distinction between
what the lare requires and what some
of the provisions in the model docu-
ments suggest is not always under-
stood. Some Chinese negotiators ap-
pear to believe that the MOFERT
models must be accepted as law, or at
least they give this impression to for-
eign companies.

10. Need to inproae transhrton
of legislation

Because few foreigners read the
Chinese language, their impressions

of China's legislation are usually
based on translations. The Chincsc
government recognizes this, and co-
operates with various foreign groups
to produce swift and accurate trans-
lations of the c()untry's major eco-
nonric legislation.

Conflicts inevitably develop, how-
ever, between the goals of speed and
accuracy, and China's more timely
translations sometimes suffer in qual-
ity. Moreover, some of China's more
detailed regulations and most avail-
able interpretations and decisions
are ?o, readily available in transla-
tion-even in Errglish, whi< h is in-
creasingly the language of world
cornmerce. lt might be helpful to
form a Sino-American committee of
scholars and lawyers to review the
state of English-language translation
of relevant Chinese legislation and to
suggest imProvements. Such a com-
mittee could also examine the accu-
racy of Chinese-language transla-
tions of Alnerican legislation.

Tailoing the s)stem to China
While the American legal commu-

nity looks forward to these legal is-
sues being ironed out, at the same
tirne it does n()t wanl to see China
emulate the legislative complexity of
the United States. American lawyers
realize that China needs to develop
laws that suit its distinctive circurF
stances, rather than simply "import"
foreign legislation, as was done too
often in China's earlier moderniza-
tion efforts.

I tried to make this point in a jok-
ing manner in 1979 when, at the re-
quest of a leading Chinese tax offi-
cial, I reluctantly gave him a full
multi-volume set of the United States
Internal Revenue Code and Regula-
tions. I said to my friend, "I guaran-
tee that if you have all these volumes
translated and if you and your col-
leagues devote yourselves to master-
ing their intricacies, China will never
achieve its Four Modernizations."

The legislative problems I have dis-
cussed are not China's alone, but are
common in some degree to all coun-
tries. The remarkable thing is not
that foreigners still encounter legisla-
tive problems in their transactions
with China, as they do with all other
countries inc ludin g the United
States. The truly remarkable lhing is
China's substantial accomplishment
since 1979 in (reating a legal envi-
ronment increasingly attractive to
the foreign business community.
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China Joins the ADB
A new source of funds for China's major projects

Robert E. Cox

-iilrir,, lrt r.rrrrr tlrt lltlrrrrcrrr-
I '1,.,, g,,r",,,,,r,",rr ,'l' llrc
f t,' i.,r, l)crrloorrrtrrt llartL
\_.,{ rnDB,,,rr \lrll lr l{,. Ilrxt;
l,ittle lanfare sLrrrouncle(l the everrt.
After all, (ihina had alreach joinerl
thc \{orlrl l}:urk, rejoined the Inter-
national Monctar-\ l'unri, an<l cont-
trrt'tr,'erl irr,;rrit'ir'. .rlr,,rrt rrrr'rrrlrcr':.lti1r
in lhe (;cneral Aglecrnent on Tar-ill.s
and Tradc ((iA I-I ).

But (lhina's cntr-\ int() lhe ADB. x
nrult ilat eral devekrpmc'n t bank Iocus-
ing on thc Asia l'acifir rcgion, has
ilrrp()rlanl pra(l ir al inrPlicatiotts.
Frorrr the Ohinese standpoint, the
ADB olic'rs an atltlitional sourrc ol-
Iorcigrr r rrrrr'rrr'1 an(l rcr lrnir'.rl llssi.-
tance to supP()r-t tlle c{)untN's nr()(l-
ernizatiorr. At tlre sarle rinrc. the
ADB, in rrgt','t'ntg to Irrtrrl l,t.ier ts itr
b()th (lhila and lrrtlia. is errerging as

a nrore important l)lavcr irr Asia Pa-
cilir: regiorral developrnent.

[-oreigrr conrpanies rvill see thc
berrefits of (ihina's nrenrbcrship as

the c()trtra(ts firl g<xrcls and servict's
associated rvith tlrr AI)ll Ioarts to
(lhina are put up firr conpetitive bid.
Alreadv two loais anrrurrting to $ I li3
nrillion Iravc beerr appror'<'d and Iirur
()ther pr()ie.ts irnolring sorne $250
rnillion in krans arc ir 1lrc works.

China assumes hey role
Founrled irr lll(i(i. the Asian [)c!cl-

()pment Bank is cur-[entl\, 'ownetl"
by .17 g()velnments, rvhich have sub-
stlibed taPirirl $()rrlr $20.{i l)illion to
the Birnk."llre IIJ (()ntribulirrg rDenr-
bers plovide thc firrancial bat kilg t<r

support the'Ilank's ltrans to the 2t)
devcloping nrcrrbcr counlries
(DN'lCs). All nrenrber countries are
le1>rest nled ort tlre AI)ll l)oard ol di-
rectols, although s()nre c(rlslituen-
cies, or groul:s ol snralk'r countries,
shar-e a single scat. Ille l9-mernber
board nreets lcgularl) at AI)ll head-

quarter-s in NIanila, the Philippints,
to approve krans an(l se1 Bank p()lic,v.

U1.ron joining the AI)R, (lhirta sLtb-

scribecl 7.lti percent of lhe Bank's
capital, assurning a c rit i< al position as

rhe rnost p()werlul DNI(1. (lhina holds
the third-largest \()ling pcrcentage
:rftcr the Urriled States arrcl Japan,
and was given its orln seat on the
boald. This posili()n Eives China a

new platlirrrn Ior dis< ussing region:rl
econonric issucs and in[luencirtg
proje< t IilIance <lecisions throughout
Asia. ln luly l0t{7 (lhina appointed
Kong l,'annong, deprrly directrx of
tlltl International Department rll tl,"
People's Bank of (lhila. as its repre-
sentative on the board ()f dire('l()r's.

Resources aaailable to China
-I he ADIJ ollirs an array of finan-

cial inslr_unre ts tO assist (lhina and
rlrr i,rlrcr lJl\l(.s. TIre prirrrip:rl .rr tir-
ity is nr2rking "ordinari capit:rl re-
sorrrce" loans thal cilrr-y art intelest
rate (r'urrcntlr' 6.-10 pelcent) rorn-
nlensLll iltc wilh ('()nuDcrcial Inarket
rates. In l9tl7 the ADB approvetl 22
such krans anlounling to $2.4ti bil-
lion. I\xuer nrernher toutttties re-
ccir'e concessionlrl loans llonr thc
Asian Dcvelopnrent Fund (ADF).
These lrans carru no interest and of^
ler a,10-vear lepaynrell pertrd, rvith
a I percent ser-vice charge. Tht Bartk
approved il0 ADF loarrs valuecl at

$957 nrillion in 19U7.
Tlrr ADB:rl*, folhrr.s tltc pt.rr Lirc

ol other rnultilateral (levelopnrent
hanks l>l entering into erlrrity invest-
nrenls in private and mixed ()wDcr'-

ship enterprises in the DM(ls.'Iir
rlarr rlrt. Barrk hrr\ trrkcn cqLritl yrrrsi-

Rohcrt E. ()n s?nr?d on th. LtS dclega-
trd ttt lhr Al)ll [ron l'1*tt R2. Ii t\
(urrtnll\ an ullorne\ utth M((:1tl(lt?r,
I)o'ylt, Rroun il llnerset in San l'ntn-

ti()ns w()r1h $15 nrillion in II such
entclplises- ln additiorr, the ADB
t egulat lr proritles trrlrrrir al as.is-
tance lirants I'or project prepar-ati()n
irn(l ( )rga izal i( )nal inrpro\'ernents at
the irgencies that inrplenrent devckrp-
nrent pr-ojects io the IINI(ls.

(lhen Muhua. governor-of the Peo-
plc's Bank ol (lhina, has said thal
(lhin;r will not seek loans fronr the
intcrcst-lrce ADF r-csources, ultich
are reservecl li)r the p(x)resl coun-
tries. Instead it rvill rnainly utilize ()r'-

rlirrar-y capital rcsource funds, and
lhen only al "rlodesl" levels. (lhina
has already subnrittecl sevcral plo-
posals falling un<ler both the loan
arrd techni( al irssistance pr()gianrs.
'I'he first projects h:le heen ap-
proveti, while othels are in adlanr'ed
stages ol r-cvicw.

First loan goes to the CIB
In keeping rvith the ADB's ernpha-

sis on strcrrgthening its nrenrber
countries' own developnrcnl banks,
the AI)B s 6rs1 lr-ran and first tech-
nical assistant'e grarrl to (ihina rvere
awartlerl to llre Chin:r Investnrent
Bank (CIB). llslablished in l!)81 un-
der the Ministrl ol Fin:rnce, the Cll B
raises funds ()\erseas 1o finance rerr-
orati()ns ()f' snrall and nrediurn-sired
industrial enterprises. CllB uses the
Iurrds to rnake loans to enlerprises,
nrainly those in the light manufactur-
ing seclor. Sincc I{)tt{i thc loans have
carried an 8.5 percent interest rate.

The CI R has a tair (legree of auton-
orn,v in selecting the pr()iects it un-
rlerwrites and nrav even extend Ii)r-
cign curren<'v krans tojoint ventures.
Any siugle project, howcver, is linr-
ited to a rnaxinrunr loiur ()l $5 lrlilli()n.
ancl brrrrowels assunre the Iull firr-
eign exchanple risk on the loans.

In Octobcr l1)ll7 the ADB awarded
(llrina's first ordinar,v capit:rl re-
sour('c loan t() the CIU. Ttre Lran has
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Lxr traditiontl IDB \e(t()ral pr'.lc)-
rrr, e.. I,rr' thc Il:rrrk as ii \'lr,'lr. ,l).Ill-
, (rlt(rre Jlld lrgt,,itr,ltr.trr .r,.'(rrlt lor
s()nre :]l per.ett of all applorecl
loans, Ibllorrerl br encrgr (21 pcr-
,'rrllt. Ir.ill\p'rrl:rlir'rr .rtril r,rrrrrnttrri-
cati()ns (l:) per(ent). an(l de!elop-
nrent l)anks (l l pelcenr). OtheI
talgel arcas inclu(le 1!ater sllppl! arr(l
sinitali()n. educati()D. urbxD derel-
(rPrren t, 11()nfuel rnirterals. antl

health antl p()pulation.

Technical ossislance
(lhirra is also rrsirrg thc t-es()urces oI

the Al)ll's technical lssistance plo-
granr. 1'hcsc Ioans ancl grants finant e

lirrcign consultants to desigl the
plojects. Thcr also allorv technical
ed\is(,r's to risit China ancl help en-
rerprises and institutiorrs derise *ar s

to rtorglnizt and increase eflitiencr.

CHINA'S ADB PROJECTS

China lnvenmeni
Bank (Cl8)

tteculinS ag€ncy

Bank
5100 million

Decriplion and .tatus

CIB will di5bur5€ loan ro small/me-
dium scale indusrrial developmeni
projects. No consultanG .equired.
Approved 10/8/87.

Conversion ol two unic of
Chantshan plant from oilto coal'
f irint capabilily. Consultanrs re'
quired. Und€r final board review.

Modernizalion of technoloty, man-
a8ement, and produ.tion in three
exisiinS plants. Proiecr€d annual
production: a) 300,000 sreel behed
lruck tires, b) 10,000lonner carbon
black;c) 4,000lonnes nylon lire
cord. Consullants required. Fact-

lindinS mission completed. Proiect

Modernization oi producrion and
managemenl lo increase output
from 300,000 lonnes per year (tpy)

io 700,000 ipy. Consuhanis re-
quired. radJindins mission sched-
uled for mid'1988.

Chan8shan Power
Plani, Jilin Provi.ce

HuanenS Electri€ $33.1 million

Corp.

Qingdao Tire lnduslry Ministry of Chemi
Development, cal lndustry
ShandonS Province

661 million

tai'wu lron & Steel
Mill, ShandonB

Mininry of Metal
lurSical lndu5lry

5110 million

Nanning Chemical
Factory, CuanSxi

Ministry of Chemi
callndustry

$40 million
(tenrative)

Modernization of producrion and
management lo produce 16,0001py
litanium dioxide by chlorinarion.
Consultanls requir€d. Fact"finding
mission scheduled ior early 1988.

Construclion of mill lo produce
50,0001py bleached paper from lo-
cal pine tees. Consultants required,
Fact-linding mission completed.
Project bein8 formulated.

Hexian Pulp Mill
(Cuanxi Province)

Mininry of LiBhl
lndustry

S40 million
(tenrariv€)

SouR.r: Operalional lnformation on Proposed Proiects, AD8, lanuary 1988
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a nretlr:irr of li rcrrr', irrrlr.rding a

thlce-\ear'gr;r( (, Ix,ri()d. JDd (lrrlies ir

\atilll)le illtct'e\t ratr (Llrrentl\ at
{1.+!) per'(cnr. fhc (.lB lill use tlre
loan to Iinanre aboul lJl) pr'()je.ts,
Dl()sll\ in snr.lll arrd n)ediltli)-sired
light indLrsu ial cr)l(l plis( s in casteln
(.lrrr.r !trnrlr tL:Lrrr':cd tr-r tlrrrr I.rr-
tolies rrill supl)()r'l techn()l(,9\ lr'an\-
fer', the rler elrrpnl(r)t ()l pr()(lu( ts
lhat caD Iepla(e irII)r)r'Is. ill)(l e\-
pirnded e\p(,! t (lrning\.

'l-he (llll has beerL rcntarlehlr strc-
(essful in nrrrhilizing Iirrcign cur'-
reDc\ res()ulces. lt has leceile<l lirr.rr
lrans I\'orl the \\i)rl(l Barrk lorth
Sti.l5.6 nrilli(}n llr)d rhrce krarrs Irorrr
the Japaneie (lpital n)illkct lm()unt-
ing 1() $ll!) rlilli()n. lhesc rcs()Llr-ces.

logether \lilh the ADB loan, $ill al-
log thc (lhina Irrrestnrent Bank to
nrake Irreign auricn(\ l()ans l() (:hi-
nese enterp!iscs arlounting to $tr50
rnilltrn in l9uu-89.

In Oc tobe r I !)117, the ADB also ap-
plored a techniclrl assistance glant to
the (llll irself to bc trse<l lir institu-
ri,'nJl iu.DBtlr(rirg. r'lrirlr r'ill rrr-
clude adrice ()lr h()\ to uptjrade
(illl s projer t appraisal pr-ogranr art<l
hnancial svstcnr. It is hoped tlrat this
grant rlill erentuallr' inrprore the
CI B's me thocls Ior appll ing loan
pr(le(ts and spced up tlle (lisburse-
rnenl ()f lirnds.

Selecting other prioritJ Projects
l-asl December-, the,{DB appro\ed

its secorrd nr:rjor loaIl t() (lllin:l. I()
undt'rrrrite {rrel rorrrcrsion al lhe
Changslran I'ouel I)lant in.lilin I'rov-
ince.'l.he SiJli.l] rrilliorr loan finanrrs
the ( ()nversi()n ()fnro I00 NI\\' porvcr-
plants fi-()n) oil to pulvelizcd coal
( ,,rr.lr trrlrl i, rr r. Tlr( l,,utt c.rt t'ic. a r rt i-
able lending rate currenllv aboul
6-.19 percertt anrl a tcrrrr of 2-1 rears,
including a Iitrr-rcar grare period.

li,rr orlrer rrr.rji'r' {l)ll l,rrns.rle il
various stages ol lclieu' (.r?a table).
-l her u'ill finance nroclcrnization o1-a
cheruical factorr, an ir(,n and steel
nrill, a radial tire plrnl. arrd a 1>aper
ancl pulp rnlll.

The AI)B s opelatioDal strateg1, for'
(llrina, derise<l irr consultation u'ith
the Chinese g()\'ernurent, supp()r1s
the pri()rilies of (lhina s Serertth
Five-\t'ar Plarr arld the (()untrr s ()n-

going econonrir refornrs. 'Ilre ADB
expe(ts t() crrtPhlsize projer ts i:r the
energr', industrial. and transp()rta-
tii'Ir \((l(,r\. lttr,st itt tltr r'orlrrll\ i
easlern regi()n.

-fhe plans lirl plojcr ts in China fol-
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The ADB has alreacly irpPrrlv<'ri two
tc(hnical assistlulcc !ir'alrts t() (lhiDt.
'llre first. lirl upglatlirrg lhe (lhin.t
lDvestnrcnl tlank, will be finatrtctl by
lhc LJnite(l Nati()ns I)evcl()pnrent
Progranr (tJNI)P). -nte se(ond allrrws
the Pe()ple's Bank ol (lhina to int-
prove staff efhcicrt() and n()dcrnize
ils strlislical systerr.

Thr ADt] is rrrtrsirleling six a<lrli-
rion.rl rc( lltti. Jl arlrirorl gr.rrrts Iot'
China. Thcy w()uld supporl pr()jc( ls
ranging frrm dev('l()prnent ()f indus-
trial energv (1)rrservati()D nreasures
bv Qinghua University to upgraditrg
rhc stltistical svstelr at thc State Sta-
tislical Brrreau, artd inrproving irriga-
ti()n system rnaDallcnrelrl by tlle De-
par-lnrenl ()f l'arrrllan(l Irligali()II alld
Drainage.

Opportunities for US firms
China's rrsc oI ADR l()ans ()pels up

new btrsirtcss ()l)p()r'ltltritics firr tlS
firnrs in (lhina. (irrrtracls Iirr consr.rlt-
ing, goods, an(l scr!i('es Iirr AI)B

pr()ic(ls are awarde(l lc(()r(lirrli l()
r (,rrl'cliliv| hi(l(lirg Prrr crltttc. sirrri-
lar l() tlr()se of the \\t)rl(l llank (rrr
lrox).

So l:rr. ('S lirrrr. lruvt lxtrr quite
srrrrcsslitl in tlrc rrrrtrp.titi,,tt Iirr
ADB ( (,nslrltiDg projctts. Ar<orrling
t() statisti(s [r'ont the IJS Cotttrncrrr
Departnrent, LIS contPalrics wolt
alrout 2l 1ler r crrt r,l tlrc t, rtrt t.r, tt [r,r'

corsulting services aw:rrde(l b) thc
ADB to rrondeveloping tnenr her
(-(nrntries in l()8{i. lhc lalgest total
lirr a single c()untry. Wh(u .()nrpet-
ing to providc gorxls. services, and
civil uorks requirccl for ADB
plrrje<ts, fJS Iilrtts lchievcd ir lrigh
su( ( css rirti() ()[ 70 pert errt, itlthouglt
thev parti(il)rlcd irt lt'ry It'w bitls.
An<l in 1{}8ti. for thc first tirne ever,
the LInite(l States was awarded nx)re
total procr.lrcmcrl <krllat s than.|ir-
llan-

Membership has its controaersies

China's nrcrrrbcrship il the ADB

has rrot bcr:n ftee of conltovcrsy.
i'ilst was the l)()lili( al pr()l)lern posed
hy Tirirvart's Lrng-tet-nr ADB rnerrrber-
ship. Eventtrally, a .()nrprornise was
r('a(hed that allows both China and
'I'eiwan to he Af)R merll)ers. with thc
''Rc1>trblic of (lltina" redesignate<l as

"laipei. China." Sirr<e China's I ()116

cntry inl(, llre AL)B, ho$ever, an oltr-
cial 'l'aipci dclcgttion has not ap-
pcarc(l at tlle ADB's itnnrral rrleet-
ings. 'l lre plannerl l9tl9 Al)B annual
nreeti l{ io I}eijing rrray r(.ally pLrl llris
comPr()nrisc l() tlle 1est.

()nce (lhina bccarnc an Al)li urem-
ber nrli()n- alkx'atiort of financial rc-
s()ur(es als() [re<'attre a c(nttroversial
isstrt. Al ahrrrrl tlle \ilrrre tirrr'(.hitla
-joirre<l, tlre ADB began t() c(nsidel
loans lrrr'Ir'rrlia, which previously h:rtl
rel rainetl Iionr hor-rowing. Aclding
llre huge poplrlations-arr<l devekrp-
Dlent nee(ls o[ China and lndia t<r

tlre AI)B's c(lnstitrren('y preserlls new
< hallenges t() the instituti()n.

Tra<lir iorrally, the ADB has firctrserl
i)r tlr(.srLrll to rllc<liurrt-riu ed Asian
ecorrornies, incltrding counrr'ies rang-
irrg irr sizr' [rorrr Kirihati to Irrrlrrresi.t.
and kroke<l to the \4trrltl Bank to pro-
vi(le lhe inrnlense capital require-
nrerls ()f the (:lrinese and lndian
et onomies. (Thc Wrrkl Uank will
t,r,rllrrrir rrP r.' $l.l;i-) hilli,'ll rr) (:hina
in fisral l0lJll akrne. )

Indonesia has becn tlre ADB s larg-
est b()rr-()wer, with l9 percenl o[ all
kral corrmitnrcnts, follorved by Paki-
start and the I'hilippines rvith l2 per-
cent cach. South K()rea (l I perccnt),
Banglerlcrlr { l0 ;rcrr , rrt). :rrrrl I lrai-
lar(l (9 percent). With China borrow-
irg $l:tJ rrrilli,rrr .trt<l Indi.t Hcllirg
$l]1)3 nrillion ol the $2.48 billion total
lcnt in I 9117, it is t lear why the ()thcr
Illenrlrels are c()ll('erned. Unless the
A[)B can colvince its nrajr>r dorrors
t() increase thc Bank's capitalizirtion,
servirrg the dernands o[ lndia and
(:hirJ mir) irr tlrt' long run dcpri\e
snraller- orembers of financirrg.

H()wever. both AIIB antl (lhincsc
ollitirrls havc sotrght to allay these
('()tlcei ns. ADII President Masao
Fujioka has rcpeatetlly stated in the
past ,year that thc Bank will ar'oi<l
''()\'ct.(rl('er1rali()n" ol ADB Iunds
irr lhc lal,gcr nle lbelcorrntries. And
(lhina's ADll Dircctor Kong Fitn-
rrong has str-csserl that China's bor-
lorving frour thc ADB rvill be "linr-
iled." All parlics appear to be awar.e
that all()(ir1i()D of Bank lunds and
teclrnical expertise lill rcquire a tlcft
balarrcing a('l li)r )eals ro c()nre. i

WINNING AN ADB CONTRACT
As wirh rhe o(hrr drvebpnrerl insti-

ruri()ns, the key to win iflg ADB con-
tracts is having project infornration as

early as possible. CoDsullants can get
eally project notihcatt)n by legister-
ing in one or bolh of tlre A[)B's
databases. Ti) do this, a ('oripany Dust
6ll out a 7l-page registration form
known as the DACON (Data on Aflili-
ated Consulling t'irms), whi(h re-
quests inf()rmali(n) or a coDrpany's
backgrouDd, ernployec bt)graphies,
specialties, and past projects. This is
the same fornr uscd by other devek)p-
ment institutt)ns, and is available
fronl the fJS DepaltDrent ol (l()m-
tner.e ()r the inslitulions ihemselves.

The second database, jus( lbr indi-
viduals, is uniquc sirrce the ADB is the
only development institution to keep
recorrls of individual specialists. Inter-
ested (()nsultants should lill out lhe
DICON (Data on Individual Consul-
tants) fornr.

'Ihe ADB does rrot register suppliers
of equipment or civil works contrac-
tors- Instearl ihese 6rms must track
ADB projects themselves and suburit
bid do(uDenls when called for by the
project s iruplementing agency.

Consulting c()IDpanies should (()n-
sider registeling their empl()yees as

specialists individually, according to
Robert l-urensky, a finaDcial e(:()no-
nlisr ir rhe (Jmce of Intcrnational Ma-
jor Projects at the US Department of
Comnrerce. When the Bank is looking
for sonreone to wofk on a specific

proje(:t, it is r )re Iikely t() sele(t s{)me-
one out of the individual database
rather lhan search throtlgh lhe sPe-

ciahies listed by each comPany.
HaviDg an employee nanred a con-

sultant !o a pi-oiect gilcs any comprny
a head start. The consullanl is orade a

temporary me ber of the ADB staft,
gainirg valuable inlbrmation on how
the ADB operates and on lhe project
itself. 'l'his gives the c(nrsultant an
"opening wedge" that rnay help the
parent consulting lirm get involved at
a later stage ir the pro-iect.

Campaigning for a proje.t when the
loan has been ollicially approved is
"almost too latr," says [,ureDskr. Pro-
spective conpanies should write (o the
Bank aDd () the pr()jecr's executing
agency stating their iDterest and quali-
fi.ations when the projecl is still in the
pre-planning stages.

To track the progress of'various
prdects and identify the execrxing
agency, conrpanies can subscribe to
The ADB's monthly bulletin, OP?ra-

tiotul Infonaliot on Proq)sed Proje.ls.
which lists proposals by corrntry, artd
includes proposed loan amount, tenta-
tive project name and description,
anticipated consulting needs, and the
project's current status. Suhs<:riptirrns
()st $30 and are available frorn Oper-
arional Info] mation. Inforrnatiern Of-
fice, Asian Development Bank, PO.
Box 789, Metro Manila, Philippines.
Telex: 23t02 ADB PH or 63587 ADB
PN. 

-Sharon 
E. Ruwart
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Healthcare for

1 iilion
People!

We Will Help
You Sell to China's

Vast Market
Mcrlical ( hina I'ublirhing l-inritcLI i'
hclPing cornpanics dcvcLp and
c\prnil lhcir hurrncrs rn ( hinir
\trirrLins elrrelt \\ilh rhc Pc()plc s

Ilcclical lthlirhing Hourc rnd
supp() cd h\ -l 

hc i\linrstrr ol Puhlie
llcrlth. \lcLlrcirl C'hina prrl idcs
lhr' acccss lnd inl()rtrxtion
nectlcr.i to rueccctl rn this crplntlrnr.:
r)rrrkcl. ()ur uniquc rcrt iccs arc hcin!
usccl trr nlrrc and nrrrrc cornpanics to
\trcn!thcn iind rncrcr\c lhcir \ale\
pcrlirrnlrncc in ( hirra.

"Medical ('hina Ilagazine":
Kccps heirllhcilre dccisronl)raIcr., rn
C hina lully inlitnrcrl ahout nrcdicll
dcvcl()pr)rcnls in thc \\t'st. lt is highll
rcspcctcd xnd has an cxccptionallt
stft )ng [cildcr\hip. A(l\crlising in
Mc ical ('hinr will help yoLr cstahlish
crrnrpirnr lnd procluct rceognition.
irnd !ancrirle nr{)du(t lcad\ Iirr \'()ur
salcs pcoplc. lt ir alro un crecllcnt

wav k) rcscarch thc ( hinu nurLcl ltnd
k) conlael potcntial bu\tncss prrlncr\.
Thc nragazine is bi lingual ancl
published quitrt.rl\.
"Medical China Newsfile":
This neuslcttrr \\ ill kccp l'ou right up
lr) dale wilh thc l:rlesl rredi!nl ncw\
lrom China. No othcr lirrcigrr
publication has such a rlronr: nctrrorl
ol correrpondcntr 0rcr 150
heulthearc specilllists in China
contribut,-'rcport'. ncrr r rrl joirrt
\ cnturL's. rcli\ilrc\ ()l li)rcirn
c()rrrprnic\. nc$ proiccts antl
products. clinieal dctelof mcntr. untl
nrarket Llatr. Br)th rc!lionul und
national isrucr arc crNcrcLl in this ll
prge'. bi-wcelly English puhliclti,rn.
"[\rblic Hrlalth in thr l'q,plc's
Republic ol China":
This imporlant dircct()r\ pr()vidc: nn
insi!:ht inlo thc stiltus ol hcxllhcrrc rn
China tt a1. 11 rcvicws rurrcll
rrcriical pro jccts. statistics.
rcltulirli()n:,. xnd !ivcs cictailr ot
nredicirl associalions. prorrinrnl
institutions rnd inrlir iduals 'lhcrt arc
l-'10 pagcs ()f txcts xnd \lirrr\tic\.

Call: 212-5L2-3803

( il!

/r'
lel

Nrmc

I irle

Plcu\c 'cnd 'rc 
nx,r. inl,,rnrJlr,,n on

.{t1\cflr\rn! rD Il.Jrc.rl( hrnn
IlcJr(,rl ( hrna Ncr\lrlr (plus .l lr.e r\\uc\r
t\'hlr! l{ljrlrh rn rh. I'coplc \ Rcpublrc ol Chrnr
Itirrk.rrnr xnd R(\rirlh Scr\ r.c\

:Urdi(al ( hinr Puhli\hins l.rd
U.(;r:r$. tlrll tlr lrh(arc (;roup
llirh I loor. l::l A\.oui: {,1 rhc ,^nrcl.r\
Nr\t \orl. N\ l(x):o
hl: :t:5t:180.1

'Ilanslatkrn and printing services:
We IruD\latc t!'chnicrl und
pronrxional brochurcs into Chinese
:rnd ern hrndle prinring and design
wrrl as u'cll. Dircct nuil services arc
x\ailxhlc' lo rctular clienls.
\larkei research:
S1^.-ciul rcports li)cusintr on industr\
sc{nrcnts cxn hc produced ur wcll as

nxrrc s1^-cializcd customized nrark!'t
rr'rclrch survcr's

PUBLIC HEALTH
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Pr actical princip le s .for potential irru e stors

TheEivePb

Irire lrtlllrt ls rrr:rrrr Ior'tigrt
r'orrrIllrrrir,s clrgt r to lrrrxlrrr c
gorxls lor tlrc w or lrI's lrtt gest
(l()rr( sli( tlllll k( t. Srrr'ttss irr

(lhitta, lro*t'vct, tLrts trot rottrt tits\.
l\luny \&'slcr n lrrrsirrt sspcoplc spctt<l
tlrorrs;rrrrls ol rIrllals or: ;rillirrc tickt ts
.rtrrl lrot, l tr,,rrts ,,ttlr t,, \(. tlr( il
1rt ojt r t-:rtttl rllt arrts-lull tltt rrtlglr
ir tlrc crrrl.

l)cspitt' tlr< rlillirultits ol rkrirrg
lrrrsirrr's. irr ( ilrrrr.r. rr,ruc l',r( r,.ll rr-
\'c\lrltrr)l l)r{)jc(l\ nlnlrilA( l(, sr.r(-
rcctl. Ilattr rotrtlr.rrrics h.rrc Iirtrtttl
rarclrrl yrllrtrrrirrg l(' l)( tlrc \inrl)lc \(-
t rct thlt Ircl;r: rrrrlor I tlrr' r'irst Ix)t( rl-
ti;rl ol tlrt (.llir(\(.rr.rrk(.1. llt(\ rr'-
sc:rlrltcd tlrt ttrlrrlct. lirtrtrrl tltc lrt'st

l):rrlr( r llrr(l | 
) r ( , j ( ( I . . r r l ( I \lr u( tltrl (l

tlr(' irrrcrtrrrcrrt r,' l)r',r|r I tlrr'ir 1"'si-
Iiorr lrrrrl ;rssrrlt, lrr olitlrhilitr.

,\l t cr olrrcrlirrg lrrrth srrr'rcsslirl
lurr<l rrrrsur't t sslrrl (llrill(-s(, I)r()i((ls,
trt lrrrrc rtrtl,,lrrl .r Ir.rrrrcr',,t'k l,'t'
rrtrtrrtr lrlarrrirrg iut(l c\c( uli()n llrill
irrrollt.s l.irr' l' s r l)roj(.( r, l)ulln( r',

pat tt r rr, pr olitabilit\', iln(l l)r (,tc( li()r).
Il rrr\! ir!rsl()r's PIirrr arrtl cxctrrte
tlrcir l)r'()j( ( ls witlr rrwan.rrcrs ol' tlrt'
I.ivt l's, llrtl stiurrl ir grcirltr t'lrarct'
ol rt tr'r t sr.

Project

'\ pr orpt r tirc Iirrcigrt irrrcstot
ll.il\('l\ l(' (lllir)lr rrirn\ lill)( \ lo n('ll()-
tiatr. rritlr lr (llrirrt.sr rorrrparrr'. -\l'lcl
I)r'(,tlil( t((l r)ag(,tiirli{,I\ ln(l glcill c\-
p<,rr,t. lrc rrrrrr rigrr a r orrllat I rtitlr u
(ihirrcsc p:rrtnt r lhrt qlrclr tlrc tirrrt'
c()nrts I()r lhr' (()lltr;r(I l() l)r'irl)-
prort,rl br lor lrl ol r crrt r lrl irrr'cstnrcnl
lutl)(,r'iti('\. tlrt probI rrrr begitt. 'l ltc
sirrrpltst rorrtlatt rrrrr litkt rtrorrlhs lo
gt t tlrtottglr tlrc lrtrtt;rtrr rutir tartglc,
iurrl srrrrr< lirrrts il l)tr)j((l lll.l\ l)( (lr'-
rrit'cl ollrr ial :'lr{ tiorr illtcr' lx'n(ling
Iirr rrrolrlhs or cr'<rr tt'trls. I)trllrlrs
lllc l)r'()ic(r <Ixs rrot Iit rritlrirr (lhi-
ra's <Itrtkr1rrrrtrrt pllrns. l\llrrlrc Ior-

Samuel X. Zhang and leffrey L. Snyder

eign tschartgt is Irot ;rrlrillrhlc ol tlrt
necrl Iirr thc pt ojer t ltas l)irs\c(1. ()l-
tr.lr- thc invcsl()r- n( r'cI lt el rrs tlrt r t a-

son firr rejec tiorr.
'I'his fair'lr (()rrrrrr()rt \((rlllio \lr()$\

rlral the filst slcp ill tll('l)lillrrillg pi('-
cess shoul<l br to itlcrrtill,;r lrrojt'rt
thilt is appr'()pIiatc. l lrt' lirit igrt r rrttt-

I)rny nrtlst ltxrk l>cr,orrtl ils owrr g():rls
arr<l lake irrto consi(lcrill i( n r llr( kir(ls
r,l prrrjcr tr (.ltirt.r r'.rrrt' .rrrl r( ( (l\.

As ilr anl tcnttallv pl:rttnc<l crott-
()r)\'. invcslnr('nt irr Ohirra is pllrtrrrtrl
an(l rcgullled bv llrc gorr'r'rl!rrtrrl.
'l'hc Slalc rlelirrts long-tcr'rr tr o-
rrorrir goals rrrrd i<lt,rrtilics irrtcr rrt rli-
atc tlevcloprncrrt t:rrgcts. lt lists
se< toral pliorit ics irr Iir c-r car' ;rrrrl err-
rrrral plarts. s hit h slrt ll ortt rr Illl t\ lx \
ol 1>rodutts ()r tc(llr)r)l(,g1 ur. l(, l)('
irrpoltetl an<l rhi<h rrrrior plojccts
arc to bc initiatt<1. Ilrtst Plrrttr rllli'r'

.!rrrnrral \. )l,hotg ttwl lllrtt l.- Selrl, t

dl? (tlkDnqr in lht ll?tthiugton. l)( ., ol-

Ittr ol lhe lht lat fnn of (|nrltrtn artrl

funt:.'fhis a itLr i! l) \ul on o ,.lttt h
girrn hy .\1r. Zhang h:t \t'plr htt t

()tlognt, llt.sl (;?rnu,tt^. tl tt ttrninttr rtrt

Ohtnt.tt frtreigt i\1't'lntt' l ltr'.

rr lclialrlc clrrc ils l() r!hul projects will
trrkt' top priorin. 'lhe Selenth Fivc-
Ytrrl l'lrrr (11)lt{j 90). [rrr exanrplt'.
('rrl)lrilsi/('s ll)( l)!()nd arcas of crt-
( rgv. IIlllrsl)r)r'lati()ll, and tclec()n]-
trrrutir eliorrs.

'llllllcl sc(tr)l's varl Ironr rcgi()n t()
t'giorr. so loc al plarrs (whit h arc gen-
cr:rllr;rpprr,rcrl lrr trrtiotr.tl .rtr tlr, rt'i-
tit.s) slr(,rrlrl also l>t' coIlsrrlterl- An-
r)llr(.r \r)ur(e ol inlirrrnatiorr is tlre
trrtit cs ol spct ilit plojects published
irr rratiorral arrtl lrxal nc\ispal)eIs.
lrrrsirrt rs lrragazincs, and t'elcasc(l
rlrrlirrg Iirlrigrr irrr cstrnertt tonlet-
r.lr'r.s sponsor-cd at either the na-
lir)D l ()r l(x:ll lcrel. Pro.jects ()n tlrc
li\lr ( ()\cl nrirll (lifli rent sectors. btt(
;rll lr;rrc sonrc l<'rtl of oflitial lP-
P|oral Pri()r l() I)lrbli( illi()lr.

Il .r r orrtlrrr1rI.rtcrI 1rr','jer t r,,itt-
r trL s rritlr lr r'ctrtt:tl ,rt lr'rul Prir,litr.
grrojtct apploral and ftrreign ex-
rlrirrrg<' Itrrrtlirrg frortr State cotlers
will lrt'giv<.rr nrorr reatlily- Fin<ling r
projt.ct that alreadl has been :rllo-
( at(rl fi)r't'igrr ex('hnrgc is one o[ tlte
cirsic\l wilys lr) a((cl('r tc thc pl n-
rrirrg grr'rx'css an(l elsure that y()ut'

1rr,,jr.r t lrrrs ,{i)!et'lul( ltll sul)lx,Il.
l.rrr arr irrvcstor wlro takes the tirrc

t() i(lcrlil\'a 1>rojcrt in linc with (lhi-
lrr's plarrs. th<'rxlrls firr str((ess ilr('
sigrrilitrrrrtlr (rllan('c(1. Retarrse (lhi-
rra r irrr't.slrrcrrt lutlr()r'ities $ill sup-

l)(,tt lhc I)t()ic(1. there uill be lerrcr
lrur catrt r atic tlelals. getting thc
plojct't oll tllr gr'()un(l *ill be sitn-
plt'r. arr<l (,pcrilli()ns s'ill be rrrrrch
\tIl(,r)llrcr.

Partner(s)
,\ltcr irlcnril\ing the right pr()iect.

tlrc in\cslol rrcc<ls to fintl a goocl

l)ilrln( r'. N{)l jrrst anr (ihinesc entcr-
pr\( rirr l).rrr(rlrlte irr li'r'r'igrr irr-
r'estrr:crrt pr ojc< t s- [.ren if a t ornpartv
Irirr llrt arrlhoritr t() cngalie in inler'-
lltir) ill lrlrsir(liotts, its scolte ()l

PROJECI PlAlI]I!}IG
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hrrsiness rrray lre rrallowly r-estlicle(l
bl prodrrct, tyl)c (,l lransa(ti(nl, ()r

finarrcial cornnrilnrent. Mxny Iitr('ign
IiInls r-cp()r'l 1h^t ()rlly al-te r
rlonths-(,r lears-()l Deg()liirti()ns
dirl thev distovel that their pr()p(,s(d
(lhinese c()unterl)ilrl di(l u()l hav(.tlle
auth()rity to rortrltrtt such busincss.
'I hus, an esscntial [irst stcp in ch<xrs-
ing a Ohinesc partncr is t() s(()pc ()ut

the lilllils ol tlrc Partttet's atttltotit,v.
A tlrolough cxanrirration ol (lhirrtst'
entcrprise regulations iur<l polit ics
can helJr tlrt' Iirrcigtt ittvcstor krtow
how {al the (ihirrcst paltrrcr-r'atr go.

I'he lirreign I)illtn(r' als() rrcc(ls tr)
\tu(l\ llrc.,llrrl r ()trrrrrerl i.rl Irlilrcts iIr
it. irrdrr.trr Io rktlrrrrirrc rvlrirlr (ilri-
nese enterplise lt()uld orake the tl)()st
appropriatc I)arlrrcr. S()ntc rrrav hxvc
nrore nrodern lirt tolv Iatilitics arr<l

highcr tet hnit al < :rpabilitr, whilt' oth-
et'. t'ittt ofler .r( ('r'\s lo hrll( t qrl.llil\
r.rtr ! irteriirls or witler llrarkets.

The increasirrg autorrornv ol' pro-
rincial governrncnts has cnlargcrl thc
fieltl of potcntial (lhinese partncrs.
Ilore Chinese enler priscs ilre g!:l(ltr-
allv being arrtlrorizc(l t(, cnguge in ir-
lerrati()nal transir( tii)ns-all(l aIC
enthusiasli( alxrut rrrrtlcrtakirrg srrc lr
prtlects. A pt()ic(t that Iails to nrakc
it past the negotiating stage in the
north, ft)r instarrcc, corrkl 1>otentiallr
go lirrward rrith a ditlt'rent partntr'
in the soutlr.

The parlner's lor ali()n is inrp()rlanl
f()r other reils()ns. (lhina has cleatrd
several tvpes ol regions ofl'eling spc-
cial inveslrlerrt irr<cntires. 'lhese irr-
< lude special e(()rl()Dli( l()nts stlch its
Shenzhen. opcn coastal t'ilics srrch as

Qirrgdao an<l I'uzhou, and inlarr<l
e( ()rt()nlic regiorrs such irs tlle (;helg-
du-Chongtlirrg lcgiorr irt Sich tratt
Province. Each arca oll'ers difli'r'errt
invesluent incentir'rs. tirx benefits.
land-use rates. and aust()rls (luli(s.
Availabilitr' ol- r'aw rlater-ials, lalxrr-,
and ()ther supplies also valies b,v re-
gion.

During negotiations il is ('()rnnl()n

l() see represeDtalives ol several <lil-
lerent <-orrt'crns (,1 llrc (lhirrcse si(le
of the table. 'fhey nray r-cpr-escnl :r

malrufacturer, the l()cal govelnrlenl.
a financial :rssot-ilttion. or a busincss
and trading tourpilrry. They ale ()ltcl
indeperrdent ()l'each ()ther, bul are
<lrarrrr ttrgellrt.r br tlrt il hurcaur'ratir
aulh()rity. A MOF!lRf Icplesentillive,
for exanrplc, nrust pnrlicipatc t()
llake sure the techn()l()gy is suitllrlc
t(' China.

Having so nlarry laces (,n the ()ther

sitl<, ol tlrc talrlc is corlirsirrg, ;rrrrl
sorrrc r'onr1>arrits havc sigttttl r'ott-
tracts ui(l) llrr iv!-()Ilg IluIl\. f()r cx-
irnrl)l(,, ()n( lirlt igtr r otttlltrrl_ sigrtt'tl rt
((,rtra(t Ii,r'tllc (()rlslllrcli()tr ol il
tourist lacilitr with tlre (lhir( s( li,lt'-
ist A(lrrrinistt'nli(,n. llrtl as a golcltt-
ru('rrl xgr'IlC\'. tll( li,uIist A(lnritlislru-
tirlrr tli<l rrot harc tl:c tcr lrrrir lrl
tapalrilitv ()r nutlr()r'it) t() r'nl(r ill()
such a t'rrrrtr-a< l. Irr sittlati()trs lik('
lltis, tlrr sinll)l('st solrrtion is t(, suit< lr

l)arti('s ()tr(c llre I)r()l)l(Irl is rlisror-
t,rt'rl. In sorrrt <:rst s. ll()tre\'et. tl)c ctt-
lirl, lll,g''ti.rlirl* I,ti( r'\\ Irrlr\l lx',lrtr
arr<'u with llrc ll[)l)roJ)r'iulc l)ilrty. IIr(
srIlart illve!it(,r ratclitlly rl<'lcltttirrcs
the rolc ol all I)la\'('r's in n(l{(,tillti()r)s
irnd tlrcii cx:l(t Icl.rti()nsllil) t() tlrc
1t'allsa('t i( )ll.

(ihoosirrg lr l)u\iu( ss I)lr tn( r'

slrorrlrl bt' likt < Irrrosirrg a slxrttsc. ltt
tllc '(()urling l)r (x ( ss th( li)r'( il{I
inr'r'stor ar(l thc (lhin<'st' l)ar Ill( r gct

t() kn()w (a.h ()lhaI nll(l('v:rlualc I hcrr
((,llIr{|It i t(.1'(.sls. l'llr (.xlcllt ()1'

Irrrsl irrr<l rrrtlt rsllrl(ling l)c(\rce!! lhc
l)nr'tll( rs ( illl (lclcr-rlin(' lrow <levotcrl
tlr(.(llrir(s('lralttttr will l)c l() lhc
i()inl v(nlLr'(. Srrrrcsslirl joirrt vcn-
trrrcs rrlirrr Iravc a kryal (lllincs( par'l-
l(.r'r\lr() is willirrg arrl lrhlc to tleal
rvith tlrt lorrrpltx lrrrrcttrcracy ol gct
lrrrolalrlc lrr'iltrr('rlt on lalror'. tax-
,rtior. .llrrl t:tw llr,rl.tiltls .rtr',ts itt
rrlrich lirlt igrrt ts ltavt littlt cLrut.

\'tst (lilli r( (( s lrctrvccrr (lltitr(sc
lurr(l \\t'sl( rr lxrlitical, ccorr,rruir. artrl
.lrltur'irl trl(liti()rs rrrakt firrrling arr<l

lct ping tlrt' r ight p:rr trcr <lillir rrlt. A
rtrrtrrlc. lik a nrarriagt'. rnlv l)a()\c
rrrrsrrt r t sslttl il ttcttssittt l)r'epitt'irl i()rl
is sa< r'ili< t'rl lirl t xpt rlit rrlr.

Pattern
After fin<ling a pr(iect and a parl-

ner, thc iDvesl()r-nrust consider the
pattern, ()r- slructure, of tlre invest-

3

a a

Project
. ls the proposcd investmenl projcct compatible wilh Chinese

plarrnirrg goals?
. Does it fall int() a priority sector rrf Chioa's economy?

Partflet
. ls lhe potenlial Chinese parrncr authorized ro parti(ipale in

f()reigrr inveslnreDr projecls?
. I)o other parries need lo be involved in the rransactioni
. Whal are the advanrages and drawbacks to your porenrial parlner?

Pattcrn
. What type of invesrDenl struclure is best fo. the pr()jecl?

Protection
. What kind (,f pr()rc(til,n (i()cs Chincse law provide lhis rype of

investment ?

. How will disputc$ be rcs()lvrd?

d

d

d

d
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POTENTIAL INVESTOR CHECKLIST

lV1 Proltabititrr . Whar is thc projcr r's t,l.rrket and:rnl(ipiled rnarker rharej
. Whar form will profits rakci
. What arc lhe restri(ti()ns ()n using and repatriating frrreign

cxclrange?
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()llsh()rc I)r't r (lk urIl
Ilut lrrli rlc lt apirrg into a ioirrt r ctt-

Itttt r rrrnnritrt:t rrt, irrr't'slots rltrrtrlrl
corrsirlcl rrhctlrt l lllis is llrr'rrr()sl rll)-

l)r'()l)ri:ltc l)utlclrr lirr thcir pr oicr t. ll
lc.llroL)gv trarrsli r is ittrolrctl, tlrt'

nirlulc ()l llr( lcrlrl(,k,91 sltotrl<l <lc-

tcIl|rirr( Nlrcll)( r' lr.j()illl v( rtlrrrc (rr a

sirrrplt lir t nsirrg lgr'( crrctrl is lh( lx st

stl'uatur'(, ()rc inv(slr)t, Iirr cx:rrttlllc,
rljlr tlrl tlrc lir crrsitr* ,,Ptior rrtttl irt.
\l(.1'l lx g.rtt lr'irl v.trllrr( rr(,1,'li.r-
li()lls. Ihlt llrc ( ()rrl)l('x yrloIt'ss ol rtt'-
g(,liJlinl{ a .ir)int vcnlulc iIlv()lvcs
r rrrrsirlcr ulrlc hrrlt arrcr-atic dclays.
'l lrr cc vcar s latt r', rvlrt tr lh( i{)irll v( rr-
urlc lx,glrrr plrxlrrctiolr, lltc lc(lrrl(,1-
ogr rrlrs rir'trrrllr ()l)s()l('l(- whcrr ( ()Iu-

1r;rrcrl to ncrv irrrportcrl lirtt'ign
ttr lrtrologl.

I lr('r c rrr t Iil \' ()th( t' Il()n-
ill\'(slllr( rl (,1)li(,ns llrirl Iirtt ign Iitrtts
slrorrlrl torrsirlr.r'. (irrrtlar lrrel rcle-
tiorrships. gt rrt'r';rllT gortrr:erl ll (ihi-
rra s Iorcigtr crottolrir (()rlrilat lllrr,
irt( ort lxrssihilit! rrr()\l ( ()rnnr()trl\
rr.r'rl rr ..rI's .rgt( r'trr( rlt\. _\ l',I('ll.itl
rorrrpalrr rrriglrt lrls() ilt ulg( il (r)rr-
lx.lls;rti(,n lril(lr. agr(,(.tlrcrl r\'ilh lr
( llrirrcsc rrlrrrrrlar tur ('r. ci( lllrrgirlg
tt.r lrrroLrgr .rl(l tlilining Iirr pavrtttttl
irr tlrc l,'rrrr ,,1 tlrc It',rltrr t ,\rrrl irr
t o.rstlrl rrr c:rr. nrilt( r irtl\ :rt)(l l)nrls
l)rrx crisirg of ir\\crrl)l\ ur r iltll.{('trrcrrl\
iir r a(,n)rr()n. \t'\'t r lirlttts rll r r>
()lx,r'irli()n inclrrrlc lclrrilrg art<l rlt'lrt lt-
Iut c\.

Profirabilitt
| 

) r ( ) I i t : i I ) i I i t \ is. (ll corrr rc, tvrrt

r

s

5

i

Sharghai ll'tdro4on(ol l tondtion llydtu 's t htrc (:hi'ta lc'tture, ptotlr."d this"r2-
rct(hing adit,rtis", (nt os part ol it\ 4li"1s to ntDh(t tontd(t hnsts in (:hina.
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The Cuangdong Float Gloss Conpory, a joint ventutc cstoblished b! PPC lrduslrics, ln..
anil sereral Thoi inlestors, spent $75 aillion to build this modern gl&rs lacton.

rrctlt. I-il( h pattcr r irtr ()l\c\ (lillcIt.I)t
legal lights antl obligatiorrr irr (iltitrrr
(,hrxrsirrg tllc riglrt l):rtt('r'r l()r lh('

1;rojerI <an bc trrrtial t() tlt( \'(rr-
tute's s r.tca( ss.

_lhc 
l)irttelr ()l thc in\r,itnrcnt (l('-

1( 1111i111 . ,,rlrit.rl ilrlrr'i,,rr. Pr0lit rr'-
p.lrtIl(tll \lttlrlllr(. .rllrl tr( (r,lr.llr0lr
issur:s- loteigtt ittrcstols sltorrltl rrr,t
ncccssaril\, a(l()pl tllc Iir'\l irr\c\lrrlclrl
5U-u( lrrrr sllgljcsrt.rl br tlrt (ilrirr<'rc
prrtncr. ()nc lurrrtiorr ol tlrc fi',rsilril
itr stuclr slrorrkl lrt to arralvzc tlrc lrlr-
pr-()Pi iiltc str-u( ttlIc lirl tlr( irr\r'\l-
lllt nl.

A le* inrestols h:rrt thosrrr lo,'r'l
rrp wh()llr loreigrr<rrrrrerl r )l)crll i( )rrs

in (llrina. IIlt rl:rD\ li)r-cigD ir\1 str)r \
.lr'{ {,r[rr to lotrD.l J,rlllt r(,trlrttr"
witlr i (llrinc\(' l)lrrn(t.'l-llis gcrrclal
tcrnl a(ltlitllv covtrs sevclal lirtttts {)l'
((x)pelxli(,n- 'l-h< trp< ol joirrr v.rr-
tulc ('h{)sr'n sh{lll(l (k'pcr(l r)rr lll(
natulc iln(l sizr' ol thc Pr0jcrt, alttl
llrr'(l.Ar{\',rl ri.l lrr.ur lilrrt\ i,,irrt
vcntut'c,(a(lt l)ilt1I(r'(()nIril)ut(\( (l-
uity t() thc vclttuIe. lur(l llrc l)allncIs
sharc risks, plofits. altrl krsst's barctl
i,n llrcir crlrlrl\ lrr rr r , , t t t t l r r ' t r r , r I ,, rirrt
\enllrt-c, tlre par'tIlrrs rt|ll\ (()!)lfil)trl(
techn()l()gy, cquil)rrcIl. llrlxrr. or
lau<l as rvcll as < ash t'<lttitt. irrl(l l)r-(,1-
its arc distril)utr(l a((()r-(ling l() l)r'()-
p(nti()rs stipulilt((l irr llrt t'orrttarL
Tlrc thirtl ()l)li()n, llr( i()inl (lcv( l()l>
rrc l l"rrr. rs rrr,utrl) rrrr'(l l,rr l,,lIrl
nalut-al r(s()(rr(( cxl)l)r'illi()rt sll( ll its
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CO NTRTTCTUAI" JOINT VENTURE (CJV)
Hczuo jinging q\e

EQUITY JOINT VENTURE (EJV)
Hezi jingying qilz

WHOLLY FOREIGN.OWNED ENTERPRISE (WFOE)
llokhang du,i qlc

AN INVESTOR'S LEXICON

APPRoVALAUTHoRTTY Hiltt*
Shcnfi jQuoa

The organization that has fie leSat aurhorization to approve an acriviry involving
a foreig invdtmcnt enterprise. For example, rhe Ministry of Forcign Economic
Relations and Trade or their local-level counterpart is the approval authority for
foreign investment contracti.

++F4.E.ElL

+#llBb!L

,l-ff&f aiL

Conlracrual joint ventures can rale two forms: l) a limited liabiliry cnri(y with
legal person status that closely resembles an equity joint venturei 2) a business
parrnership in which the parties cooperate as separate legal enlities and carrl out
their respcctive contractual obligations without eslablishing a joint management
€nliry. In either case, contractualjoint vcntures diffcr from equityjoint venlures in
two imporunt respects: lhe lorms ofinvestment contributed by each pany nced ooi
be in cash or in kind (e.9., labor and utilities have in some cases been allowed as

contributions); and profits are shared based on a ralio sp€cified in the contract, not
necessa ly according to investment contributions. Contractual joinl vcnturcs are
also often called cooperative ventures or coproduction agreements.

DEPARTMENT IN CHARCE
Zhugndn bumen

tg+Ftl
The deparrment in charge of a joinr venturc is generally the Chineie pariner'g

supewisory orSanization. For example, in a li8ht industrid joint vcnlure wilh a
factory as the Chinese pa ncr, the local light industrial bureau will usually be the
department in charge ofthejoint vcn!ure. The department in charge has primarily
administralive functions and acts as a channel for thejoinr venture's business with
China'3 bureaucracy. For examplc, projec! proposal!. joint venturc contracts and
feasibility studics, and advanced tcchnoloSy applications are first iubmitted !o the
depanment in charge, which thcn forwards them !o rhc appropriatc approval
authorities.

A limited liability corporation in which lhe Chinesc and foreign partncrsjointly
invesr in and operate lhe corporati()n. Profits and ri3k are shared accordinS ro thc
p€rcentage ofcquity held by each partner. Inveslmcnt contributions may be in cash
or in kind.

FOREIGN INVESTMENT ENTERPRISE (FIE)
lfathang touti qiyc

Term used to collectively refcr to cquity joinl ventures, conlraclud joint ven-
tures, and wholly for.igrFowncd enterprises. Docs not include oflshorc oil invest-
ment con(racts. Much of China's new invesiment lc8islalion is bein8 writaeD to
apply ro these three types of projecrs.

,1.ffi&fArlt
A limired liability entity solely owned and operated by a foreign investor. The

foreign investor receivcs all profits and bears all risls.

Prepared by Johfl Frisbie.
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Iirreigrr irrvcrtor's ultirlirt(' g()lll. In-
vestr>rs irr (,hitra ntcrl to r:rttfullv
.onsi(lcr tll( t1'pe ol plolit dcsircd
and devclop a lealisti( cxl)cclati()n o['
plofit lcrt'ls based ott thc vitrious
markels that ilre ()l)en t() tllci! pr()d-
ucrs. Il plarrrrirrg to sell orr IIrc <Lrrnes-

lic nralkct, lllc irrrest()r slrottkl con-
drtr't .r ttt.rlkct \ur'\cv lr' rl tcr'rtrirrc
whetllcr ( lhincse coDsrrrr)t'rs Iravt' the
intercst and hnanciill lnelrrrs l() buy
Ihe l)r(xIl( l.

( )rrlr .rlrrrrt i,ne-tl)ir'(l (,1 .rll Ii,rr igrr
investrrrt rrt plojccts irt (lhitta are cur-
renlly l)r-()lilal)lc. An()thcr third are
breakill{ cvcl and tlre Iirral thirtl are
losing ttr,rrrv. l\lltrr ol tlrosr' LrritrE
rronrt .lr( llrtgc pt'r,jcrs, ult.rr' irt-
veslors carr.jrrstifr tlle sh()rt-terDl ex-
penditrrrc iu ternrs ol p(,siti(,ning
their (orDpallv firr-tlre clal when the
world's largtst nlarkel ()lx rrs rrp. But
their g()ll ol gradtrallv ol>tairring a

largcl shale ol the (lltitttsc Inarket
rnar n()t bc rcalistic.

(ihir.r'r pt'rtrtan' ll.l.rl\ rrr "l)('trirqj
its cr',,nr,rrrr t" l(,r'cil.lr trlrrlt urrrl itr-
vesltDeDl ate l() altt-il.l a(lva ce(l
technoirgr, ln(l increilse cxl)or-ts to
earn rr()rc loreigrt ex<hattge. 'lir
nlakr sulc tlrcse g()alt alc achieved,
the g()\'errrnreDt regulates Dranv as-

pects ol loleigrr busirrcss arr(l t'ont-
rler(c. Ilrln)rs alc linritcrl hy a li-
aensing systcnl desigrted to cotrserve
fcrreigrr cxr harrge and pl-(,1( ct al()nres-
tic ill(lustlics. Exp()!'tri lr-c (,l()sel\
nronitored l{) l)tercrrt pricc conrpe-
riti()n bcrw('('n diflelent st'lltrs that
uorrkl r rrt irrt,' the r,'Lrtrtt) s {irtcign
exchangt clrrlings. lrr tlris <losely
rep3rlatc<l crrvirorrrerrt it is virtrrally
irrrprnrihlc. r'ith,'trt sptr ilir Ix rrtri'-
sion, for lirreign rorrrpanies to
uronopolizc a segrDenl ()l ll)c (:llinesc
market. [,] ()s t foreigll invcslrnent
Projer ts basc<l ()Il a (lcsir(' t() aal)ture
a large slrare ()t lhc d(,rresti( ntarket
rlll (r)unt(.r' to CIrirr.r'r lirrtigrr in-
vestulent polict anrl havc little
chance ()l su(( ess.

Chirra's proxinritl trr thc I'atific
Basirr nrakes it an i<leal l(xati()n [or
rnarketing thr()ughout Asia and the
Parihr. :\s.lr.llterl.rtiv( lr) (l(,nrcsli('
sales, p()tcDlial inlestors sh()rrld con-
sider hol1 tlx,\ (an taLc advilntirge ()f
China's al)undirrrt nntural rcs()urces.
low labor costs. and irrveslr ent tax
benehts to peletratc [rrr<'ign mar-
kets.

RestIi(li()ni ()n the usc an(l re-
patriatiorr ol lirreign c\clliulge als()
have u grc.rt irrpJ(t ,)r Pr,rhtalrilitv.
China rcqtrires that every l)r'oject

rrr'(t its ()wll lirrcigll crchangt rc-
rluilerrrertts. I-ir'nrr' I)!'()ducing Ir)r' I ll('
(llrirra mlrkct Illlrs 1l(e ll s(ri()us

lxoblenr: thtv <':rlrr rt'nnrinbi (RMII)
liortt domestit sal(s, lvhich (rlrlrr()t
r'<arlilv be (()n\('r't('(l itrto hattl I,,r-
t igrr ctrrrcncl t() r'( l)ltriate I)r()lil\.

(:llincse rn!c\lrr( nI luIlr,,rili( \
lr.r'ognize thc sc\'('ril y ( )f the ( ( )trv( rt-
ibility problern ilu(l hxve set ul, r(\L
rr',rl :rlter rr.rtrrr' ttrt tlr,'rlr l,rt lr,rr'i8rt
ir\'(.st()r-s tr) ()lltilin Iirr'eign excltattgc.

Forcigu cxt halge a<ljuslrncnl cerr-
telr l'c.cIllv eslablishcrl irt sererul
citics rnay allow invcstors to ex-
charrgc R M ll Iirr fr)r( ign currency, rl-
though the cxchange ratcs a[c higher
thirn lh('()llit,ial cxchrrg(' r'ate. Scr-
rr ;rl otlrt't' rr'.rvr , rI nri.irrg Ir', rht.rhilit r

bv gcttirrg alourrd tlrt' stritt lirreign
excharrgt controls, srrr'h as imp()rl
substiluti()n sales an(l l>alau<ing be-
111,1'1,11 111, r Pr.ier ls, :u r. r)r(.nt ior)e(l itl
th(' ar li( le ()n p. 2.1.



US Dcporw of Comactcc, Ofrcc ol
th. PnC ond Hong Kong
Room 2317
Warhinglon, DC 20230
Phonc: 202-377-3585
Covemment orSanization respoDsible
for policy and promotion aspects of
US tradc *ith and investment in
China. Provides basic consulting ser-
vices and coordinales with the US Em-
basry or consulate omciah in Chioa on
behalf of the US investor.

Forcign Coanracial }rvicc of th. US
Embatq ia Dcijiag
5 Xiulhui BeiJie
Jianguomenrrai, B€ijing
Phoner 523851
The I I commercial officeru in the US
Embassy and consulates in China can
provide informaiion on trade, law,
and invcstmen!, and act as a liaison
with Chincsc governmeot omcials.

Thc Oocrscat Pritalc Inoar,rnant CoO.
l6l5 M Sr.. NW
WashinSron, DC 20527
Phone: 800-424-OPIC or

202-457-70t I
Independent US government organi-
zalion set up to promote economic
growth in devebping countrics by en-
couragin8 private US invcstmenr. In-
sures investment projecrs against a
broad ranSc of political risks aod also
6nanccs investment projccts rhrough
direct loans and loan guarantces.

Thc Embosl oJ thc PeoFh's R.Public oI
Chinq Conn rcid OtE.
2300 Conne(ricur Ave.. Nw
Washington, DC 20008
Phone: 202-328-2520 !o 27
The Commercial Office promotes and
serves as a liaison for all nratters re-
lated to US-China invcslmenl. import-
export business, technology transfer,
and finance,

Bookr

China lr,,lctt ncnt Crid., 3rd edition,
by China Inrernarional Economic
Consultants. Esscx, UK: LonSman
Group, 1986. An authoritalivc refer-
ence sourcc for commercial informa-
tion vital to invesrinS in China. In-
cludesjoint venture case studies, local
i[veltment porential analysis, invest.
ment trade laws, and rcgulations.

USJoin Ycnh.r., in China: A hogrcu
tr port (A study prepared for thc US
and ForeiSn Commercial Sewice, In-
ternatiooal Trade Administration).
Washinglon, DC: National Council for
US{hina Trade, 19E7. Comprehen-
sivc analysis of 194 US-China joinl
vcnturcs, including commentary on
the investment set!in8, comparison of
US and other foreign ventures, and
recommendalion! on operating pro-
cedure and ways ro minimize risk.

M@lfa.twing Equiqtoiil Vcatuta ia
Chind, by A. T. Keamey Inc. and the
International Trade Rcsearch Insti-
tutc. Chicago, Il-: A. T. Kearney,
1987. Presents results of a survey of
Chincse and foreign managers at 70
manufacturing cquiry joint ventures in
China. Evaluatcs investment environ-
ment includinS major areas ofcon{lict
in joint veniures, most serious prob-
lemc, and reasons for difficultics.

"lnucthnen, A?Ptooal: guidelinot lo
hctP bring con.'ocl' lo fruitioa," by
Sue-Jean Lee and Andreir Ness. 74.
China Busin.ss 8.ui.u, May-J une
l9tt6, p. 14. Outlines contrac( ap-
proval process, necessary documenta-
tior, and elenrents of the feasibility
studv-

Buinctt l,ao € hacticc ia thc PRC,by
Richard J. Gooscn. Hong KonS:
Longman Croup (Far East) Ltd.,
1987. Organized into sections dealing
with economic laBs, finance and bank-
in8, intellectual property and technol-
o8y transfer, and cnforcement of legal
rights. Discusses thc advanlages and
diradvanta8es of equity joint ventur€s
and wholly foreign<rwned ventures.

Chinct. Cofi ctciol N.gotiating SDle,
by t,ucian Pye. Cambridge, MA:
Oelgeshlager, Gunn & Hain, 1982.
Analyzcs Chincse negotiating style and
illuminates the artitudes and tacticr
tha! come into play during negotia-
lkms.

Thc Notional Conncil for US-Chira
Ttadt h^t ttn tpihd tturral Mliogrdphi.s
on China, atoilablc lo mmbr ltoa lhe
B&tin ss Inlontalimt C,cfl!.r.

RESOURCES FOR POTENTIAL INVESTORS Protection
Thc firral step in the planning prrr

cess is dc(iding how (() pr()tect the
relat ionshi;r created r,r'ith the Chinese
parlnr! t{) tllaintain thc projecl's
pr()filirbilil) aDd srrt < css. Since I97-9,
the (lhinese governnrent has pub-
lishc(l nrirny- laws anrl regulations
con('crniug Ii)reigll invcslnrent and
international traDsa('l i()ns tlrat pr()-
vide, at least on lhc surface, suffi-
cient pt()(e(tion Iirl firreign invest-
menr. f'anriliaritl wirh the I)r()tectiorr
oUert'<l to e:rch pattern of investnrent
will hclp rhe investor ncgotiate a

projctt, prepare the ne<essarl legal
do(urDcnts, and ensule slno()th oper-
ati()tls.

Ditlercn< es betwecn (lhinese and
Weslcrrr lrrrrrness ('ulllr'(r rlln Bire
the lalse inrpressi()n thirt lcgal d()cu-
mentati(nr in China is n()t as imp()r-
taDt as in the \{'est. [n the Chinese
legal s1'stcnr. as in tlrc \!t'st. the docu-
nrelts lhat (-reated lhe lcnture and
assigned rights and obligations to
eatlr party rre an()ng thc rnost im-
portant trruls used irr cslablishing arld
rnarrlillllllll.{ :r huslDr'\\ r't lationship.
Docurrrcnts that are.arefull) drafted
can efli'ctivelv protert ;rll interested
paltr(,\ illrd prert'nt Prrterrtial dis-
putes. I l (lisputes do (x (lrr, the docu-
nlenls aan lrelp maxintizc tlefenses or
minirlize l()sses.

China has man\' {(r'rns of disputc
resolrrtion. including consultation,
nrediation, arbitratil)n, arld litiga-
tioD. In lhe pasl, lrw lirreigners
uarrtcrl rlisprrtes to lrt.albitrated irr
CIrina, so a neutral l(xali()n such as

Stocklrolnr was o[ien ch(]sen. N()w, as

f<rreign irrr'cstors bea()Dre r)()re famil-
iar with (lhinese legal practires and
arbitration procedures, rn()re invest-
menls arc bcing govelrrc<l hy Chinest'
law. 'l'ht'rc are distin( t ljenefits to ap-
plvirrg (ihinese law to rcnlures and
designating a Chinese arbitration f<>
ruor ftrr' disputes in the ( ()ntract. A[-
hitratiorr rtrlirrB., nru\l l)(,cxecuted irr
China, and th()se bearing lhe author-
ity o[ (ihirrese arbilrageurs are morc
likelv to bc cnrried ()ut.

-Iir be strccessful in the difficult,
conlplex, and often br w ilderin I
China malket, a f()reign invest()r
needs to begin with the basics. Build-
ir)g an iDvestrnent plan l>ased on care-
ful analvsis of the projcct, partner,
pattern, prohtability, and protection
(an g(l tlrc renlure rrff lo,r Posili "stat'l. n',
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OrBrnizrtions

Thc Notionol Couacil lor
Us.c,tino Trad.
l8l8 N St., NW Suite 500
Washingron. DC 20036
Phoner 202-429-0340
Not-for-pro6t membership organiza-
tion designed to help companies doing
busine3s with China. Provides tailored,
company-rpecific consulting services,
marletins assislancc, and up-todate
information and publications on lrade
and investment. The lnvcstment Advi-
sory Program otrers individual coun-
seling on investment issucs and strate-

8res.



Chin/s lnvestment

lmp[ementing Regu [ation s
l-ucille A. Barale

-7 n October t 98ti. when China's
! Stare Oouncil issued the 22-ar-
! ticle Prolisit,ns for the tn-

I .,,urug"rn"nl .t i(,relgn in-
vestnlent ("the 22 Provisions"),
authorities promised that by the end
of the first quarter of 1987 they
would promulgate l6 sets of imple-
menting regrrlations to give teeth to
the new invesrment incenrives. Bu(
working out the details of some regu-
lations seenrs to have proven more
difficulr than anticipared, while
changes in China's leadership may
have also slowed the rate ()f progress.
Publication of the import substitu-
tion regulations in late October 198?
marked only the l2th and l3th sets
of regulations to be issued.

The 22 Provisions and their imple-
menting regulations are aimed not
onl) al sweerening the r olditions for
investors, but at attracting the types
of investment pr<rjects that China
wants. The incentives offered to all
foreigrr investment enterprises (de-
fined as contractual joint ventures.
equityjoint ventures, and wholly for-
eign-owned enterprises) are directed
toward speci6c ends, such as facilitat-
ing exports or giving enterprises ad-
ditional options for solving foreign
exchange imbalances. But the real
bene6ts, such as exenrptions from
payments and lower c()sts, are given
only to those foreign investment en-
terprises that fulfill one of China's
two major goals for attracting for-
eign investment-exporting over 70
percent of their products or utilizing
advanced technology.

The various implementing regula-
tions that have appeared to date
demonstrate China's desire to influ-
ence the structure of foreign invest-
ment. Take, for example, the new
debt-to-equity ratios specified in the
Provisional Regulations (ioverning
the Proportion of Registered Capital

to Total lnvestnrent. The new regula-
tions benefit small projects under $3
nrillion, which are no longer prohib-
ited from taking loans to fund invesr-
ment. The new ratios allow at least 30
percenr debt in (he smalles( pr()jects
and up to 66 percent debt in rhe larg-
est. By prornrrlgating the debt-to-eq-
uity regulations, the Chinese hope lo
curtail the number of undercapital-
ized projects.'fhese regulations, and
others such as foreign exchange
guarantees, fill in gaps in various ar-
eas of the law relating to frrreign in-
vestment and technolog) transfer.

Other regulations, such as those is-
sued by the Ministry of Foreign Eco-
nom ic Relations and Trade
(MoFERT) and the Custorns authori-
ties, set forth procedures for frrreign
investment enterprises to follow if
they want to take advantage of the
opportunities offered by the 22 Pro-
visions. Foreign investors hoped that
the implementing regulations would

I-ucille A. Barale has serued a the resi-
dent attome, in Beijing for the interna-
tionaL lau firm oI Couden Brothcrs Jor
lhe past Iour leors.

be a concrete set of guidelines fronr
central authorities that would leave
little room for argument or inde-
cision ar lower levels. This objective
has been realized only in part.

BENEFITS FOR ALL
I N V E ST M E NT E NTENPX,TSES

Several of the changes made by rhe
22 l'rovisions and the inlplementing
regulations offer benefits to all of
China's foreign investment enter-
prises, whether they were established
before or after the new regulations.
Chief among these changes are new
methods for maximizing the enter-
prise's foreign exchange account.

l. Nonrenture prodr..cl sales. A for-
eign investment enterprise must re-
srri(r its activities to the purpose,
sr ope, and scale of business srated in
the venture's contract. Potential for-
eign investors have long sought to en-
gage in a greater range of activities,
claiming this would permit more llex-
ibiliry in solving f<>reign exchange
shorrages. Previously, Chinese offi-
cials resolutely countered that ajoint
venture could not be "turned into a

trading company." Now, officials
seem receptive to this change and
have issued implementing regula-
tions establishing the legal basis of
such activities.

The Measures on the Purchase and
[,xp<lrt of Domestic Products by For-
eign Investment Enterprises to Bal-
ance Foreign Exchange Accoun t
(" Domestic Product Export Mea-
sures"), promulgated by MOFERT, al-
low foreign investment enterprises
whose fcrreign exchange revenues do
not cover (or "meet") expenditures
to apply to the local foreign eco-
nonric relations and trade authorities
for permission to purchase local
pr()ducts for expr)rt. PermissioD is

granted for a one-year period, and
the value of products exported can-

t
lt
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Mahing the guidelines for foreign inuestors nxore specirtc-and for some,
rnore attractiue
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not ex(red the ainount of [oreign ex-
change requiled for enterprise pro-
duction, operation, ancl profit
remittan(e li)r the foreign party.

But finding the products to export
can prove challenging. lixports of
some 40 (onrrnodities such as rice,
soybeans, cotton, tobac<o, silk, tea,
<lil, and roal are subiect to central
governnrent control, and llrerefore
cannot be exported by foreign invest-
ment enterprises. For nrore than 200
other pr()ducts subject to export li-
censing ()r quotas, the enterprise's
application must be appr()ved by
MOFERf. In general, the i()int verr-
ture should look f<rr products made
in its own locale. llxp()r'ting items
from other regrons is lrernritted-
but only i[ the foreign economic rela-
tions and trade authorities of that
area agree.

The rnany limitatiorls ('n how the
joinl \'enlure can buv and se ll
nonventure products, conrbined with
the pra(tical problems of locating ex-
portable products n()t already conl-

nritted for export, are likell to se-
verell lirnit ttre use ()[ lhese
lDeasures.

The Donresti( Products l)xport
Measures provide yet another chan-
nel for entcrprises to obtain foreign
cxchange. l-rrill governnrents that
fulfill their own export plans nray set
aside a poltion of the foreign ex-
change earned frrr the purpose of
"adjusting and resolving" tlre for-
eign exchange imbalances of f<rreign
investmenl enlelprises in their area.
The decision t() do so, however, rests
in their hands-and very few have
t hosen to take this step to dale.

2 . R;MB loans uith foreign exchoage
collaterol. Tbe Provisions on Fr;reign
Investment l-nterprises Eligible to
Apply for Rennrinbi Loans MorL-
gaged by Foreign Exchange ("the
l.()an Measurer") pernrit a lirreigrr in-
vestrnent enlerprise to use;r ftrreigrr
exchange deposit as c()llateral for a

Bank of China renminbi loan.'fhe
loan is repaid in renminbi, but the
rollateral remains ('onvertible.'Ihis

tllellr(]d has not been used fre-
qucntly. Joint ventures indicate that
for short-term loans, promptly trans-
lerring funds between the Bank of
(ltrinir's business department and
( re(lir depanDrent is problernari.,
wlrile conrpanies prefer to avoid tying
up [oreign exclrange in this way frrr a
long-term loan.

The Irrreign exchange used fbr col-
latcral rnay come fr()rl the enter-
prise's own f<rreign exchange ac-
count or fronr other sources. Foreign
banks may win a greater role in l()cal
lending now that ventures can bor-
row from banks ()r.ltside of China to
support their rennrinbi expendi-
tures.,According t<) the measures, llo
interest accrues on the foreign ex-
change placed on account with the
Bank of China, btrt the company does
not have to pay inlerest on lhe
rertrninbi loan either.

3. Hiriag aad firing uothets, 1'he
Provisions on Enrployment, Wages.
and \4'elfare in Foreign Investment
tirterprises set gridelines for hiring,
tiring, and wages.

Mr>st joint venlures lo date have
hired workers, either directly or indi-
re(th, fronr the (lhinese partner to
the venture. The labor inrplementing
rcgrrlations state tlral lhe foreiBn in-
vestnrenl enterprise has the righr to
independently recruit and hire work-
ets hv conductilrl4 exalrinalions for
<lualihed personnel. If such person-
nel are not found in the enterprise's
locale, it may recruit in other areas
with the consent of the local labor
bureau. lf the [<rreigrr investment en-
terprise wants to hire engineering,
technical, or managerDent personnel
(rlrr(.Dtly employcd by another urrit,
the regulations direcl the units to al-
low the transfers.

Joint ventures lesting out these
provisions, however, have found that
other domestic laws governing the
nloveolent of residents or acceptance
of work assignments irfter graduation
r>ften take precedence over the ven-
ture's proposed plans. Nevertheless.
nrore and morejoint ventures are re-
(ruiting directly frorn the pool of lo-
cal residents and hiring those who
Dreet the venture's own criteria.

'Ihe labor impleurenting regula-
tions specify conditions under which
frrreign invesrment enterprises nray
disntiss or discharge personnel. Most
of the workers disnlissed byjoint ven-
tures to date have had poor on-the-
job perfrrrmance, but the regulations
alst> permit redundant workers and

IMPLEMENTING REGULATIONS
TO THE 22 PROVISIONS

l Provhions of lhe Minisrry of Labor
and Perconnel oo Employment,
Wagcs, and Wclfare in Forcign Invcs!-
mcnt Entcrpri6€5 (Novcmbcr 2,1,
t986).

2. Customs Measures for Forei8n In-
vestmenl Enterpri3es on lmported
Matcrials and Pals for Export Orders
(Novcmber 24, 1986).

3. Provirions of thc People's Bank of
China on ForeiSn lnvestmen! Enter-
priscs Eligible ro Apply for Renminbi
Loans Morrgaged by Foreign Ex-
chanSe (December 12, 1986).

4. MOrERT Mcasurc! on lhe Pur-
chasc and Export of Domestic Prod-
ucts by Foreign Invastmcnt Enter-
prilc! to BalaDce Forcign Exchange
A.counti 0aruary 20, 1987).

5. MOFERT Measurcs fo.lmport and
Erport Licenlas for Forcign Invest-
mcnr Enrcrpris€s (January 27, 1987).

6. MOFERT Rules on lhe Confirma-
tion of Expor!-Oricntcd and Tcchno-
logically Advanced Enterprises with
Forcign Invcstmcnl (January 27,
1987),

7. Ministry ofFinance Measures to lm-
plement Tax Preferences Provided in
the Provisions for the En(ouraBement

of Foreig[ Inve!]hcnt oanuary 30,
1987).

9. Provisional Regulalions of the State
Adminiltration of lndustry and Com.
merce Conc.ming the Proportion of
Registered Capiral to Total Invest-
ment in Chine3e-Foreign Joinl Ven-
tures (March l, 1987).

10. Rcgulation3 of the Banl of China
on Providi[g Loan! to Forcign Invest-
ment Enlcrpri€! (April 24, 1987).

ll. Interim Provisions of (hc State
Council Rcgarding the R.eduction of
Pcrsonal ltlcome Tax on WaSc! and
Salaries for Forcigners (Au8ust I,
1987).

12. Measurca Concernin8 th€ Sub-
stirution of Imports ivilh Products
Manufactured by Chinese-Forcign
Joiol Verturca. (October 30, 1987).

13. Mcasurcs Controlling thc Sub-
ltilution of Impons with Machinery
and Electronica Product! of Chincle-
ForeiSn Joint Ventures (October 30,
1987).
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8. Provkional R.egulations of thc Pco-
ple's Banl of China Regarding For-
eign ExchanSc Cuaraotecs Providcd
by Organs within China (February 20,
r987).
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those violating rules of the enterprise
to be disnissed.

While the 22 Provisions give frrr-
eign investment enterprises the right
to determine wage levels and the
types of wages, bonuses, and allow-
ances given to employees, they are
silent on any standard of pay. The
labor implementing regulations step
in and define an at<eptable ntini-
nrum: not lower than 120 percent of
the average wagc paid to workers in
the sanre field in State-owned enter-
prises in the same locale.

The labor implementing regula-
tions also confirm the enterprise's
right t() tie raises and bonuses to the
econonric perfornran(e of the enter-
prise. ProFtable enterprises mav gire
larger raises, while less successful en-
terprises may give smaller raises or
none at all.

4, Easing impo procedures ond
.osrr. Inrport applications and li-
censes are no longer required fbr
certain materials used hy a f<rreign
investment enterprise to produce ex-
port items. Acc()rdinB to the Customs
Measures for l'oreign I nvest men t
Enterprises on Imported Materials
and Parts for Export Orders, such
nraterials will be treated as bondecl
goods and may include raw materials,
fuel, bulk parts, knock-down parts,
spare parts, machine component
parts and fittings, packa8ing nate-
rial, and even vehicles and equipment
used in produ.tion. As long as these
parts and materials are used to pro-
duce goods that are actually ex-
ported, the import duties and con-
solidated industrial and comnrercial
taxes are waived. This is essential if
China is to trcrease its exports of
heavy-industrial products, and
should help ease procedures for [irr-
eign enterprises that produce or pro-
cess goods for overseas buyers.

The Customs implementing regu-
Iations also recognize that soore en-
terprises produce goods that are sold
to another domestic enterprise to be
processed into a final export prod-
uct. In such cases, the 6rst enterprise
is still entitled to treat the imported
materials as bonded goods, but the
responsibility for these goocls is
passed lo the second enterprise when
rhey are sold.

INCENTIYES FOR EXPORT.
ORIENTDD AND
TECHNOLOGICALLY
ADYANCED PROJECTS

Foreign investnrent enterprises are

Thc Guangnei Foods joint uenture in
Guangzhou Producet a laictJ of snachs,
sodos, ond ice creom.

given additional pre[ercntial tt cat-
nlent ir lhe 22 I'rovisi(rrs if they ex-
port and can covet-their (,wn foreign
exchange needs ("expo r t -orien ted
eDterprises") or utilize advanced
technologr- to produce new oa irrl-
proved products li)r exp()rl or as inr-
port substitutes ("technokrgicallv ad-
vanced enterprises"). MoF[.R'I"s
Rules on the (,r,ttfirmatittn o[ ['.x-
port-Oriented and Technokrgically
Advarrced Entelprises detail wtrat
venrurcs can qualify (.rea p. li6). ()nee

certified, these projects ate eligible
for multiple henefits.

I. Exemqtion from paying Stote sub-
sidies, Previously, foreign investntent
enterprises were required to pny a

fee to the local hureau ol'finance to
cover State subsidies given to (lhi-
nese w()rkers in the venture. The
arnount of the li'e varied, depending
on the value of the housing and prit e
subsidies provided.

The 22 Provisions exctltPt exP()rt-
orienterl enterplises and techttol rgi-

cally advanced enterprises frorn all

nonhousing subsidies. The labor iur-
plenlenting reSulations do rtot elabo-
rale on this bene6r, although they re-
iterate the enterprise's obliBation to
contribute to pension and unemploy-
ment funds and to pay f<rr insurance,
welfare beuefits, and housing subsi-
dies. Joint ventures report, however,
that they become exempt from pay-
nrents for State subsidies immedi-
ately after receiving export-oriented
or techrrologically advanced enter-
prise c€rlifi(ation.

2. Priority in receiaing Bonh of
China loans. Export-oriented and
technokrgically advanced enterprises
are to be given priorityby the Bank of
(lhina for short-term loans needed
f<rr working capital, as well as otlrer
necessary credit funds, as specified in
the Regulations orr Loans to Foreign
lDvestment Enterprises.

,. Prolts remitted abrodd exern|ted

from tar, The Income Tax l,aw Con-
t-erning Joint Ventures Using Chi-
nese and Foreign lnvestment, prt>
rnulgated on September 10, 1980,
places a l0 percent inconre tax on
:rny prolit remitted abroad by the
ft'reign parrner. Foreign investors in
export-oriented and technologically
advanced enterprises are exempted
lrom this tax by the 22 Provisions.
The Measures to Implement Tax
Preferences issued by the Ministry of
Finance rnake it clear that this bene6t
starts with profits from 1986.

4, Extended rcdrction Petiod lor
joint aentur? income lo,. The Joint
Venture lncome 'fax Law provicles
that join( ventures may be granted a
tax holiday in the first lwo profit-
making years followed by three years
ar a recluced rate (rf 50 percent. The
22 Provisions go a step further, add-
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Heinz-UFE Ltd., ojoint uenture betu)een H. J. Heiaz and Cuangdong United Food Entet'
prises, Inc., Produces ceteal for infonts and childrea.
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ing that after these tax benefits are
exhausted, an export-oriented enter-
prise exporting over 70 percent of
outpur in an) ()ue year will havc irs
irrcome tax cut by 50 per(ent.'I'e(h-
nologically advtn<ed enlerprises are
grantetl an additional three years
with lhe 50 per(cnl re(lu('lion itl in-
(ome tax.

The 22 Provisions d() not make
clear whether these additional bene-
fits can apply t() \,enrures thar were
not granted a tax holiday and period
of reduttion under theJ(,int Venlure
Income Tax l,aw-sucll ils c(x)per-
ative ventures taxed pursuant to the
Foreigrr f,nterprise Incorre Tax [-aw.
But the tax implcrnenting regs explic-
itly statr that these benefits are avail-
able to all qualifying exp()rr-orienred
;rnd teclrnologically advanced enter-
prises, regardless of previous tax
benefi(s. In addition, if an enterprise
prepaid taxes frrr periocls that are
now in<'luded under prelerential tax

lreatment stipulalions, the overpay-
ment will be refunded in flll.

5, Additional tdx benelts for rein-
oe$ted prortts. The tax inrplementing
regs also specifr' that if the profirs
from a frrreign investment enterprise
are used to establish or expand an
export-oriented or technologically
advanced enterprise with a duration
o[ 6ve or more years, then the ft]r-
eign investor can apply ro obtain a
full refund on the income tax paid ()n
the reinvested funds. Previously,
such a re(und was limited to 40 per-
cent of the tax paid and was availaltle
only to equity -joint venrures. 'fhis
new benefit is applicable retroac-
tively to I986, ancl can be used by any
type of foreign investment enter-
prise. If the investment is withdrawn
by the foreign investor before five
l,ears, the lax refurrd nrust be repaid.

6. Reduced land-use fecs: priority in
obtaining ttilities, transPort, and com-
munications facilities at local /at?l.

Thcse general berrefits are provitle<l
fi)r in lhe 22 Prolisions, but no inr-
plernentirrg regrrlations have yet been
prourulgated to provide more spe-
cific grridelines.

HELP FOR VENTURES
MAKING IMPORT
SUBSTITUTES

On October 30, 1987, the long-
awaited Measures Ooncerning the
Substitulion of Inrports rlith Prod-
ucts Manuftrctured by Chinese-For-
eign Joint Ventures (the "lmport
Substiluti()n Measures") were an-
nounced by the Stirte Planning Cont-
nrission. 'l lrese n)easures have becn
under consideration for over twrr
years but were dclayed due to the
corrplexities of developing a nati()n-
wide plan. They ()ulline the meth-
ods-as tlrey have been worked out
t() date-fbr the domestic sale of a

.joint venture s product to Chinese
ttrtits thul would otlrerr+ise lrave inr-
ported such a product (rrre box). For-
eign invest()rs who had hoped that
the lDrp()rl Substilution Measures
would alkrw thenr access to the Chi-
nese donrestic market for f<rreign ex-
change sales will find rhat the regula-
tions carefully restricl surh
opportunities in scope and duration.

Strortly after the lDrpor( Subsriru-
tt)n Measures were announced, the
State Economic (irrnnrission (SEC)
announced its own Measures Con-
tr()lling the SubstiturioD of Imports
wit h Malhinery and L,le(lroni(s
Products of Chinese-Foreign Joirrt
Ventures (the "Machinery and Elcc-
tr()nics Products Measures"). Botlr
regulations apply to equity and co-
()perative j()int lentures but not to
wh<llly foreign-owned enterprises.

l. Short-term foreign exchange sup-
porr. Both sets of regulations make
clear that import substitution is to
help joint ventures with a "tenrpo-
rary difficult1"' in balancing foreign
exchange during the "initial period
of production." Import sultstirution
should not be used as a long-term so-
Itrtion to frrreign exr:hange problenrs
or as a solrrtion in the later years of
joint venture operaticln. In addition,
llre regulalions lrxtrs on how joint
ventures t an qualilv as producing im-
polt substitutes. They do aot address
the question of where the f()reign ex-
rhange will come from to pal,for im-
p()rt substitute products. Presumably
the burder) falls on the buyer to line
up foreign exchange to pay for the
purchase.

.ta

c]

a a

WHAT IS AN IMPORT SUBSTITUTE?

The Measures C()!r(erning the Subsritulion of Imports wirh pr()ducts of
(lhirese-F()reigrrJ()inl Ventures appl) t(, production rype"joint venlures
that offer advanced rcchnology needed in China and that are devek)ping
new producls or upgrading exisring pr(xluds.-Ii) 

be cerrified ar impofl substirures, producrs must meer a wide array of
qualificati()ns;

l. Thejoint venture's need {irr foreign exchange must be a.,renrporary
dilli( ully" that occtrrs in rhe "inirial period of prt)ducti()n.',

2. 'Ihc.joint venture's proclut't must be made wilh some materials ob-
trired in (lhina, or the venlure must be in rhe pro.ess of lo{alizing its
sources ol raw materials.

5. The lenlure's producr should be recognized by ccntral or local au-
thorilies as an item rhat would orheruise would have ro be impor(ed at the
tinle thejoint venture's appli(ati()n is made and lbr several years fcrllowing.

4. The producr spe(ifications, per.fornrance, delivery rime, and rechnicil
seni(e and rraining rnust meer rhe requiremelrrs ()f Chinese domesric cus-
l()rners. A qualirv inspecrion an<l testing (enter in China rnusr certify lhar
tlrr'venture s product rneers thc srrne quality standards as thc impo prod-
u(1.

5. The pri( e charge(l for rhe vcnture s product cannot, in principle, be
higher than lhe pri(e in the inrernari()nal markel.

6. The l2 goods lisred in lhc Import Substituti(rl Measures as a parr of
thc governnrent's k)ng-ternr irnporl plan for rhe Sevenrh Five-year plan
p(ri()d may qualifv as intporr subsrirures. They are: steel producls, (r)pper,
!ul)ber', acrllic libers, pig iron. aluurinum, chenrical fertilizer, poly:roide
fibcrs. tirnbcr, zinc, wrrud pulp, and rayon. All orher prrrducis, except
nrarhinery anti electronic go<xls. musr be cerrified bv rhe Stare (or krcil)
Planning Cornmission.

7. Machirery an(l (le(tr(,ni( irnpolt suhsri
lrr,rerl hr rll(, Surrt t.rln0nrir (iunrnrrssihrr i
otht'r organi/ations. lhe enrerl)rise pr(xlu(in
trrllill the er<port cotuntilnrerl in ils conrracr.

lulc Produ(ls tnust hc rP-
n r orrjunctiorr wirh rcreral
g \u(h pr(xlu(ls nrrrrr al:,o
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2, Partial pdyrnent in foreign ex-
ciozge. A joint venture (hat has re-
ceived approval to sell its products ()n

the domestic rnarket as an import
substitute can charge foreign ex-
change for the product. What per-
cent of the price ntal be charged in
foreign exchange, however, is to be
negotiated by the parties t() the sale,
and must be approved by the foreign
exchange control authorities. ()ne
major consideration in determining
rhis ratio will be the extent to which
imported parts and rnaterials are
used as inputs.

). Priority in local soles. The Inr-
port Substitution Measures direct
domestic purclrasers to give priority
to purchasing import substitutes
over foreign products when "condi-
tions are equal." The measures also
state that import control agencies are
to "encourage" domestic users to
buy import substitute products. In
practice, however, Chinese enter-
prises trave deveklped many ways t()
get around this type of requiremetrt.
Moreover, China's fear of protec-
tionist charges in its bid t(, join the
General Agreement of Trade and
Tariffs (CATT) may prevent central
officials from exerting strong pres-
sure on Chinese buyers to purchase
from joint ventures.

ONLY THE FIRST STEP

The job of implementing the 22
Provisions does not end with the isstt-
ance of these regulations. China's
success in attracting and keeping in-
vestment will largely depertd on the
attitude of government and agencY
officials at both the localand national
level. ln this regard, Party Secretary
Zhao Ziyang's public statements in
early 1988 regarding the need to al-
low more foreign investors to man-
age their own projects and make
some money are most welcome.

Other signs are also promising.
Since the 22 Provisions were an-
nounced, China's leaders have fre-
quently mentioned the necd for addi-
tional directives and regulatory
measures to ensure that the intent of
the 22 Provisions is carried out. Re-
cently ofncials have gone even fur-
ther, and frankly admitted that the
22 Provisions have not yet been fully
implemen ted. After reviewing
progress so far, the Chinese leader-
ship is now focusing on the need f()r
foreign management to function
without interference from the Chi-
nese bureaucracy. State and local

leaders have also indicated that fur-
ther regulatioDs are in the works for
labor management, enlerprise auton-
omy, and the board of directors sys-

tem.
The implementirrg regulations re-

leased lo clate arc a welcome step ln
clarifying Chinir's investment condi-
uons. Investors ht,pe t,r ser the legis-
lative process c()ntinue and receive
the support of ofticials at all levels of
Ohina's bureaucmcy. i

HOW TO GET IMPORT SUBSTITUTE STATUS

l. Thc .6ly ttag.t
Planning for import substitution

stalus lhould begin at the earliest
slage of ioint venturc discussions. The
Chinese party to a joint venture
should file an application for import
aubstitution a! ahe time the project
proposal is 6rst madc. l.a!er, (he feasi-
bility study submittcd to approval au-
thorities mus! again state thal import
substitulion will be used to balance
foreign exchange expcnditures and
revenues. Import substitution, how-
evcr, may not b€ the only merhod used
ro ba.lance thc joint vcnture's foreign
exchan8e. The feasibility study should
state the perceotaSe ofjoint venlure
products that will be sold in the inter-
national marler and in the domestic
market.

The feasibility study must dcmon-
straae tha( all the requirements are
met (re. box) and that thejoint venture
has a real need to b€ treated as an
import substitution project. Specific
information on dome3tic sourcing of
production materials. the numb€r of
producl3 to be sold as import substi-
tutes, and the arnount of foreign ex-
change Senerated through such sales.

must all be computed on a year-by-
year basis.

Products tha! are part of China's
lon8-lerm impor! plans can be ap-
proved as import substituter at the
feasibility stage. Approval is limited to
the period covered in the imPorl Plan
and is subiect !o an annual examina-
tion !o make sure the good conforms
to import product specifications.
2. Oficial opprooal ptoces

When thc joint venture is estab-
lished, a format application for imPort
substitution status should be made to
the local planning commission if the
joint venture was approved by local
authoritier, or ro (hc Sta{e Planning
Commission if the project was ap-
proved by MOFERT. The application
will b€ evaluared in light ofthe current
import plan. lfimports ofthe product
are listed on either th€ State's or the
locali(y's long- or medium-tcrm im-
pori plans, and all other conditions
ar. met, the applicarion is likely to be
approved.

Products importcd at rhe local level
bur nor on any annual import plan may
still be cenified if the joint venture
submits its application to the local

planning bureau. The joint vcnture
may submit an application directly to
rhe planninS bureau ofthe region thai
is importing the product, if it is out-
side rhe local approval aurhoriry's ju-
risdiction. This mcans that if the prod-
uct is not on a national plan, or if the
project was originally approved at rhc
local level, the joint venrurc will have
to apply !o multiple local bureaus in
order to make nationwidc import sub-
stitute sales.
j. Voiationt for mochirety atd clcc"
,'onic products

The regulations rclatinS to machin-
ery, electronica, and applianc$ pro-
mulgated by the State Economic Com-
mission (SEC) modify lhe certification
process slightlr. To qualify, the ven-
rure mu3t be fulfillinS the expon com-
mitment in its contract. The product's
price on the domestic market must be
a mix of foreign exchange and
renminbi and is subjcct to approval by
the forei8n exchange control authori-
lies at the Stale or local level. The per-
centagc of foreigE exchangc paid by
buyers of the impott subsrirure prod-
uct should decline as localization in-
crease3, and local content is exP€cted
to increase each ycar.

The import substitutiofl applicarion
can only be submitted to the "depart-
men! in charge" of the paoduct after
the venturc has Sone into produclion,
althouSh such a plan musl have becn
set forth in th€ feasibility study.
Copies are sent to the SEC, MOFERT.
and the local economic commission,
who arc also involved in thc
decisionmaking process. All applica-
(ions are decidcd jointly by the SEC
and thc State Adminisrration of Ex-
changc Control-

In addition to the formal applica-
rion. the vcnture must submit a docu-
nrenl cerlifying the qualiry of thc
product and a iurvey report oo markel
demand. [f a favorable ruling ir made
wirhin the two-monlh time limit, thc
producr is placcd on the SEC'S "List
of Mechanical and Electrical Produc!s
to be Produced Domestically ao Sub-
stitute for lmports." Thele products
can then bc sold directly by the joint
venture !o lhe domestic user. sales
may also be organized throuSh the
China Mcchanical and Elecrrical PuE
lic Biddin8 Cenrer or other apptoved
organizations. -l-AB
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Exporting remairu the most dependable uay to obtain foreign exchctnge

Balancing Forei gn E-xchange

1 jr,;i,)tlillii lt:il:,1','::,'ll

/ V rJ,::,,1;:::I'1,,:L:ll"I:
r i, 

'r 
rr Ir,,lrL.rr r [.rr rng I ltcir l)r ( 

'l(.( t\ rn(lltila. Alx)ut .1,000 eltcr'l)! is(.s witlr
I()rcign ir\('sln)clt ate crrllr'rrlh rrp
arr<l opcr ut irg irr ( llrirra, brrt orrlv orrr.-
thircl ale nrainlairrirrg a lxrsitive l>:rl-

arr< c b<.1uct.n forcign t'xch:rrrgc rere-
rrlles an(l cxper(litulcs. at r olrling to
(llrina s Ilinistry ol Folcigrr !)r'o-
rronri< Rcl:rl iorrs urrrl lradc.

.,\ lar gc nrrtrrbcl of tht. r'oughlr
l.:tl)r) ( r'r( rl,ri\r.\ lr.rl.rrrr irrg l,,r'crgrr
t t(harrgc ltrr h()tcls itIld sct'\'iae c()Ill-
panics that lurrc rr rralrrral sour<e ol'
{,,t'ciAtr r'rr lr:rrrgc lr,,rtr tlrlir l,,rt igrr
tr)urist ll(l cxp.lttiatc clit,rrttle. ,\
lirrritcrl rrrrlrrlrcr ol ll[lnulir tut'itlg
ptojerts lrlso earrr Iirlcigrr t.xcharrgt-
lrr supyrltirrg hotr.ls and ollicc brril<l-
ings catt.rirrg t() I(,r'('igners itr (ihi :1.

Mrrsl rrranul'ar trrrirrg plojcr ts.
Irorr'c,'t'r.;rre urral:lk.to tap into thcrc
<lrrrrrestit lirreigrr t,xt hangt sorrr-ct.s
:rnrl rDrrst r.xln,t't ti, |l,(,t tlt(.il' I,'t-
cigtt extlr.rrrgr'n(1 rl\ Sotll(.t;ll8 Ir't-
( igrr il\csttucnt (.ntcrptis('s (f'l!:s)
hlrvc alr-r.t<ly succtt.rkd irr lrt.ing <lcr-
igrratcd t.xpolt-()l'ienIc(l rllet-
prises ' l>ascd ()rr tllcir' al)ilit\ t() e\-
J,.,r'r .ll l(.1\l .-)ll I)cl( ent I'l rlr(.tr
oulpul ull(l nrainlaitr a Iirlt,igtr t'x-
< lrangc balarrce. \t.l tl)cs(.cntct'pt is.\
rrpi<allr' pro<lrrtc sintl)le liglrl irr(lus-
t Ii.ll dr' ( r 'n\rrl (,t It,'(lll( t\ l(,1'(,xi\l-
irrg cxl)()r'l n:arkcts. Ilp (() n()w, tD()sl
lalget ntalrrrlnctrrr itlg pt()i(.ts ha\r,
lrt'en trrtabk' t() gcr)(.ratc \ulliciell
lirrIign r,xr lrrurgc tlrIr,lrgll 1,11n111..

-l 
he sr olx autlscrclit) ()l llrc pr()l)-

Itttt has pronrptt<l the (lhirrr.sc gov-
( r'rrnrenl l() issut, lt.gislatiorr irirDecl at
allcviatittg the lor eign cxt haugc
pr rrblcrrr. 'l lr is legislation irrr lrrrlcs rhc
.lrr)uar'\ lllt{ti I'rorisions ol rlre Bal-
.rlrr ilrg ,rl I,,irtl V rrtrrrr' I.,|1,rXrr I r-
r harrgc R<.reipts and Expcrrrlirurcs

lohn Frishie

(set 'l tu,OIlR. l\lav-Jtrne l{)8{i, p. 2l{),
tlr(' ()( lober Mll(i l'r'or isions Iirr tlre
!-ttt orrr agerrrcrrt of ['('r t'ign Intt.st-
nrt'nt, and scvtral irnplentcrrling
ruk.r rcleascrl il ll)lt7. lhe lcgisla-
tiorr orrtlincs a larietr ol altctnatir'es
for t'arning lorcign t'x<lrarrgc. al-
thorrgh nonr: y('t pt'()\'i(lc tht, lrrng-
lerrrr. dcpentlable lirlcign exclrarrge
sttplxrrl that irrrestors rrt,ed lo torn-
nrit largc resorrrres to a project.'l htrs
nrost IrS an<l Iirlcigrr lrrarrulirlulcrs
ar'e (()rttirruing to kcrp theil irtlcsl-
nrcrrt plrl<-r ts r'clatilt ll' snrall-un-
der $ir rtrilliorr-to linrit thcil t xpr>
srrrt' in (lhirra trrrtil thc [olcign
exr ltattge situuli()n irll)t'()r es.

The root of the problem
l'lrc l,rrcigrr crt'lr.rrrgt, pl,'lrL.rrr ir

crc:rl(.(l by tlrr. Iit(l rhal l.l!-s rll)ic:rllv

fohn l'rtsbit t! nantg?l ol th? l ult-
L'nl ll/lisotl I'ngrd l lht,\'|lrotul

Oouuil Jitr lts-(:hi t lratlc. '1 tu tu-
lhor uoulrl ltkr lo lhdnh I.uutt'cnce
( ) r i ltlr t. .\itt i or n I (.o u nt t I llti j i n g ( 

\Jrc c
d?putt tlprur?rtutli!?, th| l,repdr l th?
lron,ign (innnenial S?t1,i 'ftport t? -
lionrd i thi\ arlt(lc.

nturit \(,ur((' ;t ltiglt pcr'< t,rrtagc ol
tllcir pr'(x[l(ti()r] irrPuts rrrtlseas. Irr-
v(rt()r's Iind tlriit (ilrint'st. srrpplicl.s
(:rDD()l \(.t t)re(,t lltcir spt,tilirati()rrs
lttttl <lttalitr' starrrlurrls, ()t' ut lcast iu(
Lrrrwillirrg to takr llle ne(cssxt-r stcps
t{) nrecr tllcse l)igll stan(lilr(ls fot-itt
I llr ..rrr.rll ,rr,L.rr Io,rlrr,rrrr rlrc rrr-

I)tlts tlr('t rrccd, [,'ll,.s nrrrst generallt
spcnd lralrl ctrrlcrrtr'. ()rr ll)c oll)('r'
lr.rrrd. tll'.s lr.rrl rliflirrrltr r,.rrrrirrg
crtough ltar'd ctrrlcncl to hllanre
tllr'\r r,url:rvs. Filst. rrr.rrrr lorr.igrr irr-
\'('slnr( lll ctll(,r'l)r'iscs at (' set ul)
\tri(tl\ l() r'carlr tlrc vast (,llina ntitr'-
Lct [.x;xrr tirrg t r('r.r lx,r rlorr ('l llr.il
()ull)ul is oltcn irrrpossiblt. il rvor-lrl-
rride orclr'a1>acitr r\isls in tha indrrs-
tIl oI il tlrt,projttt is lllnkitrg inrer-
nlcdiillc g()()ds rrsetl bv (llrincsc
lat'torirs as inprrts for a Iinishr.rl
l)r'(,du(1. I Il-\ prrxlrrr ing rhcse tvlrcrt
ol_ pr'o<lrrt'ls orrlt' clrrr lcnnrinhi
(Rl\ll1) olt <krnteslic salcs, rvltich can-
tt()l be ( ()tlvcrtc(l itrto hattl t ttrtertt r.

Secorrrl, r.r en il :t pr otltrt t has a po-
lcrlial crlx)rt uralkct. FIl.s are ustr-
illlr n,,t i r'lllx,lilr\( trr trr rrrs ol pli, r,

ol qrralitr il o!cni(.lrs nr;rrlcts in tlre
c:rlly !('urs o[ <lx ration. I his is rlrrt,
lx)th to slilrl-ul) irrefficicncics anrl
llteir rcliarrte orr irrrlxrr-tcd rrraterials
arrrl corlporrents. rvhit h rlr ivt. rrp plo-
rhrcliorr costs anrl lrrirkc (.xp()t1s less
( r)nrPcliti\1..

Ilost t S inrt'stots plal to rcinvt,sl
prolits irr to lheir l)r'()iecls Ii)r'rhe firsr
li.w vears irrrd orrlt lrcgin to rt 1>atriatt,
tlrt'ir'plolits sert.lal veals <Lr$'n tlrt'
roa<l. llrt.il in:rbilitl to ballrrrce lirr-
tigrt extlrengr', tlt.rr. is lrrirrrarily arr
r)lx'rillir)rritl pIoblt.rD: thct llccd ftrr-
tign cxrlrirrrge l(, kcel) rl)(. Iac((,11
lrrrrning ln(l 1r;ry t'xlratriate slrlaries.

Gouernmenl assislance for the
priuileged feu'

l lEs grrrt rrrllr r,\ t(' \.,lvr. tlrcir
li rrciglr cxrltangc \ll(,atagc l)\' dt-il\\'-

.t
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OUTSIDE A HOTEL I BEIJI|Iq t hlrt har't, rtr eir'<'<l Iirlt,igrr esrhlrrrge
Lr:rrts or alkrcations. ()f't( n lhe cnttr-
l)r'isc hlls (,nl,i rrr't irerl ;r Ix,r'tir)ll ('f
tlr(' anroullr prr!nired (it'ttirrg lirr-
(igr) rxcllilnge rrrPlxrl't rlcPend: <ll'
tirr'lr ltln'rl tltc t'r'sotrt,ts .rttrl .rtti-
trrtlt s of ix al ollir ials.

Mahing exporl commilments
'l hrougltout tlx corrrst ol dercIrp-

ing (ihin('sc in\cslrrreDl lxrlicr. r,fli-
(ials ha!( sucsscd that I If,s Il]llst
r.rkl re:'|rr'rt.ibilitr l,'r l':rl:urr irrg tlr(it
owrr forcigrr cx.lllrrge. Iirrcig]l rorrr-
panies n(.g()ti.rlitlg ne\! l)t'()iecrs irre
tlrt rcforc usuallr l)r'essc(l to rDakc r
(onlr-a(lunl (()rlrnilnrcDI l() exP()r'l a
('( r liliIr l)('r'( enlilg(' oI otrtPut. cvcn
tllough ll() r'cgrrlilri()n le(llriles ir.'Ihe tirrcign (()nrp:rrics thlr do
.rl.ir(( to,rtr irr,rl('l.r(l (xlnrtI ('orrrrril-
llrrnt fiIld tllenrscl\cJ in :r vrrlncr'able
positiol. Il tltcir cr)lerl)r isc is unul)le
t() rlteel cxlx)rt lalgets an(l secks lrs-
sist:rnce hr)rn tht' (lhirrt.se gort.rn-
rr)('!11 l(r nrirke lrp thc f()rcigtl tx-
tharrge slrort[all, theiI r'e(luesl lray
bc t,t'je< tt.rl ()n tllc Br()ulds (lilrl the
enlclpris( is not litlfillirtg its lon-
tr-a(-t-

Nuoler ()trs forcign r'onrpanics arc
ablc to aroid nlirking a Iilnl e\lx)r't

' 
ilrrlrrliIrrr(.rrI. eitlrr.r lrr r rr.8r 't ilrtirrg rr

',ul oI lh( ('r,rlr'.1{'t ',r lrr rD:rkirrg it
c{)rrditiorral on ()tlrcr Iaal()r-s. slrah ils
nreeting t:r!,aete(l l)r()drr('li()n c()sls ()r'

(lualitt l(.\('ls. Btrl e\,err (onll)inrcs
tlrlrt .rr,rirl rortrrrriltirrg to u rllrrrite
exlx,r-l platl sh()ul(l rt()t ('ollnl orr g()\1
crnnreDl ilssislanac il tlrt'v r-un inlo
trouble. lnstead. r!her slr'uclllring
lhcir pi()iect thev sh()ul(l look into
allernativc nreth(xls Iilr' obtairring
Iireign cxr hangt,.

Stoapping currency dl a premium
Several alternalives arc lo\^' ilvnil-

al)le, it least in tlrcor-1, lls il resull ()f
(:hina's rccenl invcstrlcrtt legisla-
ri()n. FIlls larel) rely on anv on<. of
thcse altelnatives t() ballnce forcign
(xchlrngc. l[stcad, thc,'put'suc il
c()nrhinali()n ol'rrctho(ls aDd lr-I I()
pi(k up it little hard (ur-r-encr' fi.()nr
e ch sour ( c.

'['he Plorisions IirI tht, l.rrcoulage-
nrcDt o{' l,i,r'ei$n Investrllcrrt ollt'rcd
a rrerr solrrt ion br gir ing t I [.s 1x t rrris-

si()n to l!'ade rennrinbi lirl firreign cx-
('hartge trl()rlg t llemselves. Errtcr-
prises (an lra(lc dire( ll\ hetlr('crr
tlr(lnrselvcs or at {)llicial li)r'eigll cx-
cllatlBe tlnding centers," the nr()st
tlercloprrl t'f slrrt lr all rrt Shurrglrui
an(l Shcnzhen. ln eith('r case, the

rates Iirr s$aPs lre di('lated l)y rnar-
k,t Ii rlccs.

(livt.rr the gr'(.at (lcllriln(l lirr for-
cign r\changc. Ilearl! irll transn(tions
;lte ntil(l('il( a I)tenriunl ()\'er the cut-
rent ollicial cxcharrge ralc of
Yll.7?:$1. Ratt's generallv r ngc bc-
trreetr Yir-Yli to the rlollar, although
Lrwer r':tles art' rx'casi()Illlly relx)r'ted.
Accorclilg to a studl bcitrg p.cpared
bl thc [1S l'olcign (iorlrnercial Ser-
\i( e tlr( S) in II ijirrg. tlrc Al\l(i Bei-

ling Jccp.joitlt vr.'nttrrc bought $2..rr
rrrillior ll'om thc Gre r \l'all H(,rcl at
a c()n(( ssionilrl rate of'Y{.7:$ I .

(iorrP,rrrir'. ,r'( alli)\r'r'd t" nt'Aoti-
irle thrir or{'rl (leals. l)lrt all tlansa(-
li(Ds rrusl bc aPProvc<l by tlrt,Statt-
Arlnrirristratiorr ()l E\(hilllg(' (i)ntr()l
(sA!-(:)..I-he sA[.(;uses its position to
kcep a r eiling rate ()f rorrghly Y6:$ I

and has rcp()r'tcdl\ d('tlic(l ill)l)l()\ill
t,' pr,,;xrrcd It'.ttts<r(ltott\ xlt"\( thi\
l ltle.

Forcign exchange st,llers, prinrar-
ilr hotels and otlrer-FILs that cater to
lirreigrtcrs, us( the RMB acqlrired t()

I)av rvagcs, i.ltilities, irrrd (ertain ()ther
r)l)erati()llal experrses. 'llre brrvels, of
(-()ursr, lleed the rtt(nrey t() l)alance
(lleir Ii[e ign exchtnge ilc(()unts.
(:urreD( v srlirps have bcconrt' a liirlv
c()t rn(rr way IoI FlEs to a((luire at
least sorrrc Ioreign exr'hlnge. Ar'coxl-
irrg to the Ir(iS sturlr, Beijing and
Slranghai havc irl)pr()ve(l $71 nrilliol
in s$:rlls sincc Nol.enrlrr lt)tl{;, and
lr nrilrv as | 110 of Sharrghai's 22{) op-
('r'rti()llirl Fllls have used thc cur-
t'enc! c\( haDgc ( enlet.

Howctet, tlrc ll0-til'r perccnt fi)r-
e ign exchange prerniunr iuv()lved
nr.rkes s$'appillg at best a shor't-ternr,
st()p-gup soluti()n. l'll.s can nreel
lheir irnnlediarte nee(ls, but at a cost

AT A COCKTAIL PARTY II.ISIDE AHE Ii',fEL.,

.f

''Ybur jon u?ntu? ha\ fbr"ig ?x a gi
S rap (urr?rr\? (, to I?

1rlry
"Amerian dolktrs? (:hatgP mon.\? 6
lo 1?"

ing on ftrreigrr ex(h rrge (al)ilal ()r'

re( civing ftrrther tapital irrjections
frorn tlre frrreign partners il the en-
terprise. I'hose witlr c()nlinuing
proble rs, howe\,er. quickh' exhaust
(his s()urce. \4'henjrrst contirrrring oP-
erations bec()mes a l)rohlern, sornr
joint lenturrs-piu ticularh iorpor-
tanl ()r highly visible projet ts-have
asked for and received assistancc
fronr the Clrinese [a()vernment. 

'Ihe
highly publicized AMC Jcep antl
Foxb()ro joint venturcs. [or example,
have been allowed t() ( oniert some ()f
the lenmilrhi the)' ( lrrl rrrr dorrrestir
sales into dollar-s at ollicial bank t.x-
challgc rate\ to lrell) ('rer({)tlre lrr-
eign ex(hange short ges.

This type ol- assistance was hlst
mentioned in Articlc 75 of the l98li
-loirrt Verrtrrlt'Law I rrrplc rnen t irrg
Regulations. which states that "whcn
a j(,int venture wh()se products illc
mainly sold (rr tlre (k)!nesti( nrarkct
under irs approved faasibility study
reporl and con(ract has an illrbalan(('
of foreigD exchange incomc and ex-
penses, the imbalance shall b('
sol\ed" b\ rtrr approv:rl atrthoritv.,,\t
the time this regrrlation (anre ()ut.
most aompanies assuDred thnt when
an aPproled joint !ctrture encoun-
tered foreign exchange inrbalances.
the appropri:lte cenl!:rl or local gov-
ernnrenl de[)Jrtnrerrts woukl .rllow it
to c()nvert renmirrbi to f<rreign tx-
change.

ln practitc, FIEs have f()und that
such irssistan(e is a<l hoc arrd rrsually
onlv pr()vided when their operati()ns
are threarened or suspende(|. \'hilc
there are several examples of FIlis

$
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such dr.iri()ns $ill be rrrarlc on a r ase-
lry-cast hasis.'lt,lt'l>lrorrc srvitclring
.rstctrrs It,,tltrrrrl hr tlrr Slr.rrglrui
[]rllj()irt rerturr, frrl txamplt, have
hc<n apphrve<l lirr inrport sul)slitlltc
\illcs stalus <l<'sPile a Prite ronre 3l-r

I)cr'ceirl highrr tlran tllc I()reigr ((nn-

I)cl il i( )r r.

Inrl>()rt strbstittrtiorr lll)pr()\'ill (l()cs

rr',1 rDc:rn.rj,rirrt IrDtrrrc r.rrr rr'll itr
l)r-()du.ls Ii)r' RMB arr<l ('onv(,r'l lhe
pli)crt.(ls irt() lirleigrr t.xthangt'. ln-
\lead, it (,rll] :rlirlrsjoirrt veltules t()
(lrlrg('li)rcign t xt hangt' firl dorncs-
li( sal('s. fu!-lllcrIlrolt', a1)prolal does
n()t guitrlrlte( :ialcs. Althotrglr tlrt' int-

lx)rt subslituri()rr regtrlalions say the
g()\'erInr(.lll $'ill plor ide guidlrr(e"
r)r "(litcal en(lrrser's l() prrlr'ltasc
joinl vt'rrlurr l)r'()(kr( ls. Ijover-lnrent
irrr'eslrrrerrt <,llit ials srurc th:rt tlle\
(nnn()l li)r'(-e I)ur(halsC!s to blr]' int-

lx)rt sul)slitur(.s. llut agairr. in sPecial
r:l\c\ \'ll( || j',iIlr rcrrtur|r rr(.( rl .rsris-
lnn(e. lll('govrt'nrDeDt (leilrl\ hils (he
clpahilitr to dircct pur-chascs. 1'hc
AiU(..lcep utrd Sllrrrghli Eell
projects are cxilnrples ()l .i()itlt ven-
I rt.s tlrll lr.rrt t'crtiv(l strrlr lrssis-
I illt ae.

Fot rrrost jrrirrl verrlrrr-es, tht'inr-
Ix)rt sul)slituli()n l)olicv in ils aur'tent
lirt nr rt rlttires t hcnl t() ( ()ndLr.t n li\ o-
stcp sirl('s prrxt'ss. They nltst hrst
lind p()tt,ntilrl austorncI's *ill) l)oth
lirt'eigrt cxchartgc an(l llre auth()riza-
ti() t() inrp()r-(.'l_hetr brrlers rrrust be
.()nvinc(.(l of tlrc nrer its ()f lh(. .i()inr
\'( llturc s pr(xlll(t5-n() eas\ titsk iI
lhe btry(r's su[[ir lrorrr tlre (1)nlnlon

I)cr'('cl)li()n ( l)ill pr-()(lucls rnndr
al)roa(l rre ()l l)cltcr' (lualit\ lharr
lh()se nrnde in (ltri a. In a<lditiorr,
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Pcasi Co., Inc. utet ren inbi Profb froa ils Guoagrtot joiat
o.ntur. to Purchate Chin tc mt throorit, qt attita, ao)t, tlat ,
and tpices for use in itr oP.totiont uorlduride.
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oI srrbstantially rerlrting or clirninat-
ing profitabilitr. ()rrl! irr a lt,rr'r'ascs
tar :r rrantrllrclrrrer ahsolb llre prc-
rniurr, sut'h as orrc tlS spt'cialty
therriclls.joirrt verrttrre thlrl has ir

high rt.rrrnirrbi pr()litahililv rate due
l() ilr ll0 ptlctrrt rhrlv orr irrrporls
((rnlx lirivc nitlr thcir I)iodlr( l!i.

Import substitution
i\larrv invcslors ant i( illatc(l rhat lhc

tlevckrptrtertt ol (lhirr:r's inrl>ort srrb-
siitlrlir)D p()licy w()ul<l signilir antlv irl-
leviate tlre Ioreigrr t'r< harrgt, prol>-
lent. l'lrr ('on.('pt bchitrd lhc nc\\
polit v is that il an I.'ll.l rlakes a pro<l-
u( I lll.ll (.lrt rr'1rl:r'e sorrrclhirrg (.hirr:r
inrp()tts, tllc llll slroul<l b<. r.ntitletl
I() r'e( cive s()rrr(' [orcigrr ext'lrartge lirr
its drrrnestic sxles. l'irvulent r,rotrld bt'
in a ntixture ol lirrcign cxtlrarrge anrl
rcnnrirrlri, rcllt'cting llrc enl('r'lr-isr's
prrti.rl Ri\ll| l)r,'du(ti.'n r.rtr. (.ltirt.r
benclits by savirtg lirlcigrt cxchartgc
(whitlr tan bc rrse<i lo inrpoll oth<r
rree'k'(l ilerrr.) lrtrd rrr, re.rrirrg li,tcrgtr
irtvcsturertl irr hasic in<lrrstlics, rvlrilc
the li)[eign irrvestor guins ir((ess t()
Irard < rrllencv.

Brielly irrtrotlu<r,d in hoth thr
Joint Ventrrlc Inrplcnrerrtirrg I-aw
Regrrlations and tlrt Forcigrr [-x-
changc Ilalatt<'irrg Rt grrlatiorts, OIti-
ra's inrp()r't srrbstilrrtion 1>olirv was
spelle<l out in tw() scts ()l rcl{ulati()ns
pronrulgated in Ortobcr l1)tt7. Th('

sct lclelrsttl bl tlrt Strrtt l.lt'ororric
(:()llrnris\ir )n apPlics t() rra(hirrcr\,
iur(l ele(tt(,nit protlucts. rvhilc tlre
Statt' Plarrrring (irnrnrission issrrcrl
nrlcs gort.rrring all othcr prrxlrrcts
(rr,r, p- 2?). l hese rrt w lcgrrlatiorrr alc
likcl'r to bc inrPlt.rnerrlc<l slowlv.
lJigh-let'l g( )\'cr-u rrt,nrirl rrrppolt Iirr
tlrr. polit\' is c!idr.rrt. [rtrt Ilrt'rt' scerrs
t() lx, lilllc rrldcrstlrnding ol it at tlrc
n(,r kirrg l(.\'el ),latiorrirl (lorrrrcil
nrcrllbcr' < l)rrrparrit \ pulruing iIlrlx)rt
slll)slituti()l statrrs lirr th( il pI])i( rls
r'(lx)r't l(xnl oflirials oltcrr rnust hc
c(hl.atc(l r)rr thc lxrlicl lx lirre tlrcv
$ill ('n(i()r'sa the stlatcg'.

( llrirra also knou s it n)u\l l)c ( illclirl
to :rloid the chalgc ol txcrssircly
ploli'( ling tk,tttcsttr itr,lu.tt'ies .rs it
:rIPlrr's [r'r rrrenrl'r'rslriP lrr Ilrc (:(n-
clal Agrcrrrrt"nl on'larill.s irnd 'Il acl<r

((.\l-l ). llrt irrrPort r r r I r :' t i t r r t i , , t t

rcgrrlalions. thcrt'lirre. spt cifr that
joirrt lentrrrc pltxlurts rrrtrst be torn-
In lili\e wrllr r,r'r'trt.ts Ptr,rlttr'ls itt
l(,rnr. (,1 I,ri{r, (l(li\(r\. (lu.rlir\,
slx r rh( utrr,rrr. .rrrl .rl-ter-s.rlt,' srr vit c
irr orrlet to bc lrllrrovcd as irrlx)r-t
sul)slil utts.

'nrese Icrquirerrrt nts. il stricll) a(l-
lrcrrrl tr,. will lirrrit irrrp,'rt srrlr.titrr-
ti()r as a riable illl(,r'nali\'(' li)r'(.irrn-
irrg lirreign ('xcllurtgc- J()int verrtur'cs
.rrr r.r'rlr r.,nrpcririrl r'itlr irrrP,rr ts irr
thc call\'\r':rls ol produttion dut t<r

Iriglr stalt-trp costs;rnd tlt(.nee(l l()
sortlce pt'orlrtt tiorr itrprrts abroarl.
(lhirr<'se ollit ials hau' indicated sorrre
pricc lolclarrce will bc alkrwed, brrt
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brrvcls desilcs firr olerscas purchas-
irrg triPs .rrrrl irtlillcrcrrr c t(, s.t\ttlg
lirrcign ext hange that has:rlrca<ly
bt'ett alkrtatcd t(| llrrrn wor-k agailst
srlcs ()[ inrp{)rt srrbstitutcs.'[b rDali.e

lhcs(. sales, lheD. llle j()int venlurc
will have to olii'r interrrational-lcvcl
quality along i!ith paynlcnt tcrtns
(i.r'.;r RMR ft,rligrr exllr.rrrge rrrrx-
trlrc) lhirt give th(. pur'(hirscr' an
inrcrrtivc to bul lrrrrrr thc.jrrint rr.rr-

l','t't'iEtr , (,rnl,rrics wlr.sr j.irrr
lentrraes :lllcirdy have nra<lc inrport
subsl itule sales irrclu<lt. Foxb()r o.
Ant<'rican l\firtors. Schirrrllcr t-lt r a-
ror, IIe\rlclr-Packi[d, Wang, :ltld
\trlkswagen. ln ad<lition, ( irrangtkrng
hils gr'.rtttrrl Pt'orirrr i:rl irrlx,rr \lrl)\ri-
ttll(' slalus l() at l('ast 2ll .joint rt,n-
trrr-cs, inclrrrlil|g B;rll ()o11xrratiorr. lrrr
.'\nrclican firnr nraking prrll-top r irrrs,
an(l S()ny (t olor tt'lt'r'isiorrs).

(;ivcu tlr( r('stri(ti()ns, irrrport srrb-
sliluti(rr d()es rr()t v<'t servc as a rt.li-
abl( illlelrriltivc to ex[)()t'liug. 'llte
policv in its l)resertr lorrn is prinrarilv
a short-tclrrt s()luti()n nr(ilnl l() cn-
c()ln :lgc I(x'illizati{)n ()[.i()il( venlrtrc
pr(xlrr(ti()r lnd thc devcl(,pnrrnt of
Clriua s dorrrcstic irr<lustlics.

Direct foreign exchange soles

Anothcr altclnalivt specil it'rl in
lhc l1)8{i Balarrting Regulatious al-
Irrrs l'l f-s t() llilkc (lir ('( l for t ign cx-
('hangc sales t(, cn(llls('r-s irr (lhina.
l'r'onrirrcrrt e\rrrples ol corrrpanies
taking a<lrant:rgc ol- this rlrtion in-
tlude tht.lttco Oral (t,S) j()irt ven-
trrre s( lling olIshorc oil drilling
erguil>nrcnt l() the (;lrinir Nillional
Ollslrort Oil (i)i lx)rlrti()n, RJ Re)'n-
olcls sales ol its X ianrcn -Prr xluced
(lilrnel (igxrettcs in (llrina's Flierrrl-
ship Strrr't's, un(l lhc Anlrli( lln Slirn-
<larcl (t'S) -i()i!rl renture plrxlucing
sirnitaly wlu-es lirl hotcls.

Arrr I'lE irr (lhina carr rnakr these
sillcs, n()l .jusl .jrrint verrturer rrraking
( rltilie(l inrp()r r suhsrilute pro(hrcts.
IIowert r, thc ()pli()r! is scvcrclv linr-
itrd irr pla<'ticr. bv thc snrall rllrrket
Iirr dilc< t Ioleign exchange salcs-a
rritrket thlt (.orrsists ol lir|.eigrr totrr-
ists, Iirlt'ign lrrrsirresrcs. hotcls, :rn<l

th(.feu (;hincsc cnterl)r'ises lhilt havc
firreign cx<harge i)l' tlleir' ()wn t()
5pend. /\s is thc ( ilse Nith inrpor't strb-
rtitr.!t( slrllrs. tltc I'l[- rrrav also lrrrve lrr
('ornpctc \1i1ll r,\'efscils ttlalllllitctut'-
('rs,

'llre abilitv to !l:lkc (lorncsti(' stlcs
Io t.lltl rrst.rs willl li)reigtl cx(hnhge
un(lcI thc l1)ll(i llalancing Regrrla-
ti()rts t'aiscs ll quc\ti()n: i!lrilt d() the
n( rr Irrrp()r t Subslillrtion Rr.grrlatiorrs
(which also r'('quir'('i()int vcrtur('s r()
scck rtttt cttstotttcrs rrith Iirlcign t'x-
thurtge) ollt'r'as Iir ther;lssistance t()
thr l()! cigl invest()r-? The itnswer. n()
dorrlrt.lit.s in thc nrilnncl lhe B()\r,r'n-
nlrtlt will trse l() 'en.()ut-ig("
cn(lr\crs tr, prrrtlr:rsr' irn;xrrt srrlrsti-
tu l( s,

Balancirg tbreign exchange
behtieen multiple projecls

lIl thc l1)uO llirlancitlg Regtrla-
tions, Iirrt'ign c()nll)ani(.s :rre r{ir.(,n
ll)( r'ight l() inlc\t irr tn1) (r)r nl()re)
prr)i((tr ln(l usc tlre li)rcign rx-
(hlllgc sur'l)luses ()l ()ne \'cnturc t()
nrakc up tlrt slr()t1lall ()l tl)e ()rhc!-.

Ar inr'estor can <kr this t'ithcl bv
(,s(xl)lislling lrvr) rrc$ pr()i(,(ts (,r' bv
u\irg tlle RIlll pr()lits gellclaterl hr a

ncw pr'ojt'r t t() ilvcsl in lut e\isting
(ihirrr.se t'rrtcIprisc ('apllblc ol cx-
por t irrg.

I.olcigrr ilveslors at-e taking a cl()sc
Iooli at this ()pti()n bcc:rusc it all()rls
1h('rrr t() r(sr,l\c Ior'<'igrr cxclrarrge

The National Council for US-China Trade announces its sixth semi-annual

EXPATRIATE ORIENTATION SEMINAR
April 28, 1988 in Washington, DC

r relocating to the PRC . adjusring ro rhe China environment
r day-ro-day life for you and your family . Chinese prorocol, customs, and eriquette
. working effectively with Chinese staff . inrroducion to Chinese politics, economy, and bureaucracy

Success in China requires understanding how to operate in a different and often frustrating
environment. A joint venture nunager or representative unprepared to live and work in China
costs company money in unnecessary delays, misunderstandings, and reduced efficiency.

The National Council's Expatriate Seminar, presented exclusively by staf with experience living
and working in the PRC, prepares business executives for both short. and long-term China
assignments. The one-day program provides executives and their spouses with the information,
skills, and iruight needed to succeed in the PRC.

Past participants who highly recornmend this seminar include: Coca-Cola, RCA, Xerox,
Johnson & Johnson, Kendall, General Electric, Business Week International and Ford.

Price: $600 National Council members; $750 nonmembers

The National Council will a.lso custom-design brie6ngs for your company that focus specifically on your industry
and locale.

For more information, contact:
Expatriate Seminar, The National Council for US-China Trade, 1818 N Street, NW, Suite 500, Washington, DC
20036 Tel: 202/.29.0340
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problcD)s lh('nrselves rathcr (h.ul r'c-
lrirrg ()n spttial apProrals ()r th(] irs-

sislarrct ol thc Ohirrt'sc gov(r'rr enI.
li' tl,rtr.. lerv r'r'lrIr:lli(.\ lt.rvr.Irrt tlls
into 1r'actitr,, brrt a l;ril nunrl)(.r- ( ()r-
sider it a viable ()l)(i(nr arr(l :lr'e n()w
tlcr clopirrg tw() prr)iccls sinrult:l-
1161y11511-1v111, to scll (l()r!('st i( nll\
nnd ilD()lher't() cx[)()r't Ind g( llerat('lr
Iirreign excharrge srrlplus.

lhis ruethotl also has its <iraw-
backs- Sonrt'conrparrics arc D()l will-
irrg to rrak<' Illc gr( ltcr' (()nlrrritnr( nt
to (llrirra tlrat two projects r-t'qrrir-t'.
And rrraly trrrrrpani( s (l() l(,1 hlve lltc
option ol rltreloping an cxp()rt
pr<rjt'r t withir theil produ(l rangc
and worrld bc lirlcrrl lo invcst irt a

projcrt orrtsirk' ol rl)eil c\pertisc.
lirr- strth conrpanics, invcsting irr a

h()t(,1 l)r'()iccl was initiallv thc obviorts
rlrorrc. lrttt or r't'lrtrrklttlg ttor. lirrrits
ItrI.tive h()lcl in\ieslrrents- [l:ll)c(x k

& \{'ik ox (tlS), lirl cxarrtplt'. tonsitl-
et-ed itlvestirg in a-lianjin horcl to
g:rin u s()urc( of lirt'cigrt ( xchallg('
bul trtnluallt ch()sc !r()t l() l)ccatl:i('
llre lhc pr()i((( wirs r()l ('()n\i(lcrrd u

s()rrl(l inves(!rrcllt.

Buying Chinese goods for exPort

B()t h th(' llalanriug Regrrlations
tnd rhc 1{)137 i\leasrrlcs ol rhc Pur'-
r lr.rrc r,l l)r,rnt stir l'rrrlrrr ts li'r !.r-
p()rt l)1' L.nt('r'l)ris('s with !-r)r'( ign In-
\'csl rircnt l() Billilllce l()reigu
!ixclrarrgc gr-ilut li)r'('ign invcstrtterrl
entellIises llre riglrt to usc R]\'ll]
profits to prrrchasr' Ohirrcsc g<xr<ls

firr t,x1xrrt.'lhis irltt'r-nativc to dircrt
exp{)rti g ill}l)cals l() il large nuDrb('r
()l'li)r(iLn corlpanics, nranr ol rr'h()trr
.llrcJrl) s,rlIt('r' r,t r.ttt r,rtttr'r' ttraltti-
:lls n(l g(xxls Ii)rlr (:llirti.

But thc ploblenrs o[ (\ccuting
I he:ic qtlasi-( ()untcll)rlrclrirsr dcills
ate nol snrall. lrrrcslors harc a lralrl
tinrc srcurinN exportable Plodtrcts
llndcl l()ng-lcr-rD dcals lhal will assur c
a stearlv supplv oI Iir cign cx( hangr.
(ihincse prrxlrr<'ers llr-( un(l('rstarr(l-
rbl) rclllctirrrr r,, \r'll JnvtlriuE Ii,r
RNltt il lhe l)r'()([rcr :rppcils ro havc
ilD exlx)r-l rnulkcl. Ard cver il inl(s-
t()rs lind a willing sul)plicr, llle (lcul
( an lx' kille(l h\ an tlr)(1x)p( r;ll i\ e l)tr-
reau( til(]. Srrclt trarrsar'lions are lrar-
ticrrlar l,v diflir rrlt il the plrxlu< t is lrt -
ing sourr ctl fronr a loculitv ot'
rlinislrr difl('renl l.r)tn thc one ic-
spolsible f<rr tlrc l'l h.

l)cspite tht' r'hallcnges, sonte Iirt'-
cigu t onrpanies havc succcssfully
trserl Rl\tB to ptrr(h:rse an(l exl)()r-l
Ohirr<.st, prorlr.rcts. l'r'psi (io.. Irrr.

(tlS) has prrltltascrlsortt $20 ttrilliorr
\!()f tll ()f lllushr'.)r)rn:\. t(,t'\, (lulrf l/ile.
slulc, an(l s1>i<r's lirr usc ill its ()lx'r'a-
tio!)s atr)url(l llr(' t!(,rl(1. 'l'hc ll.R-
StlLrrhh .rrrrl :ir'r:. (l St plr.rrnr.rtcrrti-
c:ll .i()int v(.ntrrIc Iep()rte(lly culncd
${ 10.000 in lirr cigrr ex( lrairge l)\ t'x-
p()r'l irrg l(xall\ soulce(l tclra.\(lilte.
AIr<l thc tiO(l (irorr1r, lnc. (tlK)
rigrcd a li(prcfi('(i g:rs plrnt joinl lcn-
trrrc irr Scl,terrrlrcr l9l{7 ,,rr tlr(. lr,rsis
ol lx'irrg alLrwr<l t() us( RMB l() l)uy
<arl>idc and ()thcr ('l)ertli(ill pr'(xll(ts
lllat IIO(l uses i{()r'ldh i(l( .

'lir in< r case th(' prob,rl)ilit,v ()l su( -

US companies (ff? nou shou-
ing gruater .sophisticatiort by

stnduring dcols to cotnp?n-

szte .for foreign exchartge
bttlanting dfficul ti es rat her
than hostily concluding
deals and struggling with
the problem ktter.

(('ss. ( (nn[)rnic:\ should tr_r t() sotrtcc
tllc exp()rl pr{xlll(t within th( sanre
.'ourlcrIilrI orgatrizati,rrt artd l,x,rlitr
rllnt thc,t ale alrcadr <lt'itling rrith.
I,-stablislling a i()int v(llture t!ith a

l,:rrtner r\lr(, lr.lr ir \ril.rlrl(. Irorlrrrt ir
an even b<,tlel tir(1ic. -{ []S ch(rtical
nr nuftr(turel, wh()se invcstnrcnl ef-
Ii,r'ts ha\'(' been thwa! le(l Iirr ycals bv
thc c()D)lri(ali()ns oI working orrt a

t'orrnterlratle <lcal, fet'ls it has finally
solred tlrc probk.rn br namirl.i the
Iaclorv rrraking the cxpor t prrxlttct as

a tllird l)artnel in thc.joint vcnture
rlcal. II'art inr't'stor docr harc to go
at'toss btrtcatrclali( lx)ur(lat i('s. of-
Ii'r iug l nrixtur<' ol RMll und forr:ign
cxahangr as pr\'rrrcrtt Iirr the t'xport
lrrrxltrct can pll}vide the ilrdu('cnrent
rrr.eded to (losc tllc deal.

l)evcl()prnenr of a svrtern ol crcdils
Iirr [rarrl t-rrrren< t' pulchases ntarle b]
Iirrcigrr r onrparries c()llld sul)slaD'
liitllf in(r'else irrrestnrcrrl in (,hina.
[)illert'nt <lir isions of Iirlt'ign r orttpa-
!ri(s ()flcn sourrc prodrrcts irr Ohina
in(lepcn(l('nl ()[ I hc r'onrPanr's ittvesl-

rnent plans. Scvelirl []S <'ornparrit.s
art' rlt'lat irrg in!estnrenl <k'als rrDtil
llre) arn B(t tredit for tll('se pllr'-
chascs applicrl t() tlrcir j()itrt vcfltutc.
Such a de\,elrpnrt'nt nrav bc in tllc
('Ir(ls. [,asl N()vellrber. tlrc Stlrl('
(iorrrrril [-carling (irorrp lirr ['oleigrt
Irt\'(,slr)lent toltl thc National (lorrrrcil
thal l'alty Sccr-ctary Zh:to Ziyang ltas
persorrallv llrrhorizrd aD investigil-
tiorr int() esrtblishirrg a folcign cx-
(haIgc (redil svslern.

No easy solutions
At this p()int the altc!-nalives t() cx-

porti g are tithel cxpensive (swa1>-

Ping). diffirrrlt to ( r'r-f ()ut (inrp()rt
subslituli()n ln(l using RMI] l() pur"
chasc c\p()r't 1>r()drrcts), or have linr-
ited upplicability ((lilect Ii,!'cign ex-
charrgc salcs). Howrver, trvo of tltt

^lte 
rna t i\'cs-irn1)()r't subslituti()n

and RMB prrrchast s li)r ('xlx)rt il-
elfcct ivclv iDrplenr(]ntcd, Irave the
por(lllial t{) gleall} alleliatc lhe [i]r-
cigrr cxcharrgc balaltcing problcrtt
Iil ing a largc nrrnrlrt.r' of FMs-

()tht'r' devt'loprnents ar-e als(,
prrrrtrisirrg. l}rrth f<rt cign and Ohincsc

''orrl).ulte\,rlt,trlirrg to be llcxibl irr
dealirrg rvith lirreign exchange proh-
lenrs. US corrtpanies are now showirtg
grcattl sophisticatiorr tl structulilg
<leals to corrrpensat<, for_ firrc,ign <'x-
chalgt balancing rliflictrlr ics lattrcr
lhan hilstil\ conclrrrling deals arrd
stnrggling rvith tht. problern latt'r-.
Ohilcsc applrxal aulh()rili('s n()w cx-
anrinc all drx rrnrents, l)arti( lrlirrlv lh('
l-orcign ex< hangc plans of nr:rl
projc< ts. velv t arelirllv.

foreign cornpanits are adfised l(,
inclrrd<'in thcir feasibility sttrcly <ic-

lail('(l p!()ieclions o{ firrt'ign cx-
changc nectls, forccasts of export.
<lonresl ic, iln(l itrlp()!-t sul)$lituti()n
sak,.. lrrrd tlrr rletlrr'rlr tlle crlerl)ri\c
nill t'nrplov to balalce f<rreign t'x-
changc. This allorvs an invesroi to l{cr
arr) itrdicalir)n ol g()vernnlerrt ap-
proral lirr thrsc plilns priol to sigr-
ing thc conlr-act.

Irr the forst.t,able lirture, expor-riug
c()nlinu(]s to be the best uav lirr FIF-s
to assut-e th('tltselvcs a c()Ilstanl strl)-
ph ol [irteigrr cxchange u]rilc ()hina's
(u rrcu(-y rcnrains inco nve rt ihlc.
Horvt'ver, tlrc gr()wilg nunrber ol'al-
ternrti!es Iirr obtairrirrg f<r'eign ex-
changc provitle invcstors wilh other
rvenues 1() l)rrrsue in developirrg
projccts. II tlre governnrent succeeds
in its ilttent ion lo irnprove inrplenten-
tili()r. thesc rrew ol)li()ns will bec(nnc
incrcasinglr al I racti\ r'- i
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Your EXPORT Consultant
Who Never

Takes A Vacation!
Your EXP0RT Network 0f Resources

"BASE YOUR DECISIONS

ON THE EXPERIENCE

OF SUCCESSTUT STRATEGIES"

-BASE 
YOUR STRATEGIES

ON THE LATEST

MARKET INTETTIGENCE'

"INVEST NOW IN YOUR

COMPLETE EXPORT
INFORMATION NETWORK

your weekly intelligence system designed to uncover the latest

worldwide trends and opportunities. Economic, political, and

regulalory changes and developments of country markets lead you to

upcoming needs for your products and services,

EXPORTTODAY,.

your bi-monthly lournal wrilten by experts working daily in the

business oI global trade. Inva]uable trade secrets to exporting, plus

guidelines to growing export markets. Culting edge information from

key topJevel government and industry leaders as they discuss policy

implications aflecling your bollom line,

EXPORT UPDATE ..,

rREE TRJAT ISSUES .,.
are yours if you subscribe today. We'll send you a free sample copy

of EXPORT T0DAY and four issues of EXP0RT UPDATE. II you're

nol completely satisfied, just write cancel on your first bill. You've

got nothing to lose!

To order or receive more tnformation,

call (202) 737-1060.

0r clip and mail the coupon below.

E Yesl I wanl EXI'ORT TODAY at the special int.oduclory rale of $95.

O Yes! I wanl EXPORT UPDATE al the special inlrodtrclory rale l,f $195

E Yes! I wanl both EXPOR'I'TODAY and EXPORT UPDATE al lhe special export experl rale of $275

Nirnre 'l il)t

'IelConrpany

Atldress

Slirlr ZiltCit y

CliI and nrrril lo: SIRCo International, P.O. Box 28189, WashinSton, D.C.20038



Foreign compa,nies tahe the plunge into manufacturing joint uentures in
order to stake out a share ol China,'s computer marhet

Comp u tsr Lnv e-strnents

Kelly Ho Shea

Ifl ll;,:l' lll,,'il,',1'li'i:*,;,,:::l
, i.r.. ,'l t lrin:r'\ (ll(,r'r\ r()

t- rr\! t(!r, r)1, rrr\{'\rrrr. ||l rr,
:rrhicvc rr:rtional ;rlior'ities. llrt. storr
lrt'gins irr tlrc ear h' l1)ll0s-and it s

The buyitrg spree

l'olicit's ol the t.rrllv l9llOs thal rrr,
;'lr.r.ircrl rllr cl,,Prr{ uLrl (:lrirr.r'\
('(,nrl)ul(,r irrrlustry thxrrrglt lirreigrr
crxrpcralirrrr (lid l()t inlpl()!c (l()Drt.s-
tit plo<lrr<tion Iu,it crrouglr to kct.1r
prtre rvith gronilg <lenranrl. r\l'tct'
('()r)rl)ul('r' prrlchasirrg powr'r' rvas rlt.-
rtrtlr-alizctl in l1)ti2, rrrarrr (lhintst
lrttrcattt t;rr it's ln(l cller-l)riscs (itlt
tlr carns ol indrrsrlial il r I I ( ) r I I i I t i ( , r r

Irrshcd to irnp()rt (()D)put(r-s an(l

Plact'tlrtrrsclves oIr thc r'urtirrg cdgc
oI rrro<lcrrrizatiorr. l)rrling tlrt' lrrrring
sprce, wlrilh pt'akt'<l irr lllll.l arrrl
l1|tt5, (jltitrt irnp()rtc(l ()\'('r' 100,000
trtir ror orrrptrters .rnd {)r (,t I ,0{)(}
lar gcr- syslcrrrs, irrclrr<lirrg rnairrlrarrrcs
irrrd ii?-bit strpcr-nrir ros. Slx,nding
ott irnpolts ol ollirc nrar'lrirrt's anrl
,||rlr,rr.rri( rlut.r Prorr.,.sirrg r.r;rriP-
trtctrt jrrrrrlr|rl tr' $:,Jl;.{ rtrilliorr irr
llltl,l arr<l $ltl5 rlillion in I!)u5. ul)
lronr jtrst $l{{ nrilliorr in l1}lllt.

[]ut tlrt.srrlge irr (llrina's (r)tnpur(.t'
inlln)rIs (li(l n()t dit (.( llv trilnslale int()
rr i<lt -sr alc t ornputcr izatiorr. :\ sholt-
agt ol_ applitatir)n sol'twtrr :rn(l
tlaincd 1x,r'sonncl lt'li nrany o1' thc
inrporte<i rorrpult.r's irlle. llr rhe err<l
()l ll)36, l('$er thnrr h:rlI ol tlrc t otrrr,
I r\'s I30.{)0t) installc(l ori(r'(x()nlput-
cts *ere rr'lxrrlt'tllr in ttsc arrd al-
(,thcr' 20.000 ha<l rrol evtrr becrr
tttoved ottt rrl tlrt walt,ltotrst..

'l hc ccnlrill gor't,r'nrnerrt clarnpetl
do*n on irrrports lrl institrrtirrg arr
clalxrr-at< ( ()rnputcr irrrpor'r lir'cnsing
svstcnt irr rrri<l-ll)lJI-r. tlouhlilg cus-
t()rrr5 tnlill\ ort nricrrxomPtrlt,r-s, an<l
tcstricling tllc litcign excharrgc alLr-

calc(l t() l(x-ill 1>trrchasers. On top of
this. arr additiorrll .10 percent "ad-
juslrllt, t tax $as plar'ctl oll ll- and
l6-bit contprrlcrs.

Al llrc sarnc tinre. tllc (:hirtcse g()\-
elnnr( rrt rerssessed its (()Drputct pol-
icy antl <leci<lctl lltal (lic nee(l Ii)r inr-
polls could bc lesst.nc<l bv rrrore
vigororrs ellirrts t() slt(.ngthetr (lhi-
na s irrdigerrorrs conrplllcr ildlrstr).
Foxign firnrs could corrlinuc lo sell
equipnrcnr to rrrccl (lhirra's irrrrl|cdi-
ate nceds. l)ut tlreir rrrore Irrrrda-
nrerrlal role woulri hc trr ltrovi<le the
extt lrsive trairring arr<l tetllrologv
trattslt't' ttetrlcrl t,' brrill rrp d,,rrrrstit
pr'(xlu.ti()n. (l'or nror'<, in[<rrrrration
()n llr(' donreslia <rrrrrPrrtcr inrlrrstry,
.tet lht ORII, Nor-l)cc l1)86, p..l.l).

The sales slump
'lltis politv rletisiorr ha<l a tlirect

an(l (()ntirlritlg inrpact on [<rrcign

Kclh llo Shru il Progr u nantgtr lir
lh( high-le(h .\(.lor I lh( ,\'ation l
LounriI |or L S"()hina'lirtdt. S,/iz,v,n,es
a.\ elhtier k) lfu (itttw il't 'filerou aul
l'.hrtrotirs (h ill?? a i lhc h?01
()ntk'l\ llbl Ai g (;roul.

({)nrptrlet tortrparries. As (llrina's trrr-
lxrrts li.ll to $l-r2l"r rrrilliorr in lt)tl{i.
r)r()sl ({)trlpilnirs saw sales drop
sltlrplr H, 'r'cr,r'r, n)iln\ r'',rrp;rrir.\
( ()rtlirtlr(' lo tnak(.r()rne <litect salt's.
t t'l-ving on theil lo< al olli< cs or s1rr:-
( r:rli/r(l (li.t r ihulor rlriP n l.rtiorrrlrilx
l() pcnetlatr (lhirra s nrarkct.

DarI (;('neral (tlS), which droppc<l
ils j()iut \r,llur'(' lrr-olxrsirl becatrsc
rn;rrkct llrrttuariorrs rnad(' lhe in1'csl-
rlrerll l(x) riskl, Prt.lers lo ftrcus on
the cxport maIk(]l f()r' ils lU-l)it
rlesktol> arrd 32-bir nri<l-r'alge torr-
l)tlter. (l()mpali(s srrch as Apolkr, a
It'aclirrg US suPplit'r' of wolkstations.
Inil\ (()tllirlue l() s.'e stI()Dg nlatkcts
in targetc(l uscr gt'()ups.

I)r\ r'l',1)rrlcrlt\ rn tlrc (Lrrrr,sli('in-
(lusll v tlll\'evcrrtuallv ntake su(h
( (rDpanics .hangc their trrrre. Brrt lirr'
rrorv. it is nrainlv tlle oricr'()(()mputcr
rnirnulirctulers rvllo ale li,eling tltc
p in ch. Microcotrrl>rrtcl sales ar-c
tightlv tontrollc<l bv the porverlirl
Nlinistry of lllc(tr-()nics Indusrl.y
(lllEl), which has rrsed the inrp()rl li-
censing systenr arrd stceP tarifl! trr
slronglt <liscoullrge inrp()t'ls oI ilnv
( ,,rrrPlll( r \ llrJl I lrr r lre rrrark. r k,r r.sr i-
rallr' prinrarilr U- and l(i-bit nra-
clrines-arrd kits Ior asserrrblt'that drr
rt( )t in(lu(lt' techrrology- translcr.

Inaestment option looms larger
In tlrt'face ol (lhina's c()nrpulct'

lxrlicr, [irlcign rnict'(]col)tl)utcr corl-
Panies ar-r' beginrrirrg ro rcalize rhitt
irrrestirrg in a projt.< I tnay lx- the ltest
r!uy t() s('( ure lhcit pla.c in Chirlr's
Itrture <lonrestic-donrinalt,<i corrr-
ptttet' rtralket. Ilant' frlrign conr-
puter <orrrltanies have lorrg consid-
crcd lhc inveslrlt'!]l r'()ltle. Severill
bcgan ncgotiariug licensilg agrce-
rrrents in thc earll' I {}80s in rhe hopt's
lhal tllcir ploje( l w()uld cxpand irrro
a.joint vclture when ii\eslrnent (1,u-
rlitions inrproled. Nou (lhirra's irl-

PRODUCIION !SSUES

The Chin. Business Review/M.rch-April 1988

ll

t

t I

.f

30



p()rt substituti()n stratc{iy is Pushing
ML.l's plans [orward.:rttd intcrcst in
computer investrrlenl projects is be-
ginning tt> pick rrp (sce list).

Two rnajor [iS conrputer conrpa-
llies illr pi(,nr'('ring invcstntcttts in
China. In lgtll, the Hcwlett-l'ackard
(lo. tearncd up with the China Na-
tional Nla(hiner) and E(luiprnent Itn-
port-llxport (l()rp. and llcijing Oorn-
puter Industlial Corp. to nrake
supernrini contputers. And Wang
l,abrrlatories Irrt'. and the Sh:rrrghai
Oornputer Industry (ir. fi)rrned the
Shanghai \thng Oourputer f)erelop-
nlent Corp., which h:rs been assern-
blirrg nriniconrputers and w()rk-
stati()ns sioce lale 198(i. In the area
of industrial iltrtomati(nr equiprncrrt,
companies such as Foxboro (io. (US)
and Allen-Bradle,v Corp. (f)S) are
also involved in joint ventures.

These and ()ther .i()inI ventules
have f<rund that phascd techrtokrgv
(ransfer is the Dlost pracli(al stlateg)'
for introducing Chinesc workers to
the high-tech c()mputer nranuIi( tur-
ing prrxess. Irr tlris grirdual training
process, employecs first learn h{)w to
assenrhle arrd tcsl (0rrplrlc urrils.
n_ext the,v assertlble senli-knock(l()$ n
kits and finally rr)()ve l(, assernbling
complete-kn(x kdown kits. Thus nlost
foreign conrputer corrtpanies uilh a

minu[actrlrirg jl)int ventrrr'e in
Chinu are artually asserrrhlirrg renri-
knockdown and aonlplete kn()ck-
down kits of their own rnachincs.

Virtually all llrainfrallle complrters
are still imporled, but even this mar-
ket may be shifling. China is seeking a

foreign partnel tbr ajoirtt venlure to
Dranufa(ture 150 mainli antes per
year. 

-l'lrisjoint vcnturc is expected to
hecomc the prirrrary s(,trr('e r,l rrl:tin-
frames lirr the donrestiL nlarkct, sat-
isf) ing Jlx'ut 7{) l)er( ent of dontestit
demand accor<ling to one industry
source. China began ncg()tiating with
foreign tirnrs in the spling of 1085,
and rlre conrpetitiort ltits now nar-
rowed to lBM, Hitachi, and Unisys.

Makirrg the rl itch lront sales to in-
vestnlent is n()t easy. conrPuter r[an-
ufacturing joint ventures are plagued
by the same problenrs as investtnent
projects in olher se(t()rs, su(h as

pro6t repatriation and lack ()l con-
trol over hiring practi( es- But hcvond
this, ((,nrputer venlures fa(r (llher
serious obstacles thnl affect high-
tech industries nlore than others.

Sourcing problems

Tht' nrost clitical problent is ade-

(luate inli-astrlrctLtlal support. Oht-
Ira s nli( r()elec t r()D ics artd elect t o-me-
chanical indtrstries re n()t )et
sophisticated errrugh to provide ntost
of the conrponents needed for nlartu-
Iacturing even lorv-end c()nrpulers. so
joint vcntures are lorced to irrrport
virtrrally all of theirc(nnp()nents. B()t11

the \\'atrg and H ervlet t -l'ackard joint
venturcs rel) conrpletcly (D irnl)()rts
becausc they cnnnol s()tlrce l(x' l in-
ptrts in tlre quarrtit\', quitlitv, ()r time
framc rcguirt'<l (,r' .rt l pliae tlr:rt is

comPcritive.
The conrponcrrt sour(ing pr()blem

even lrits (lhina's own c{)lrlputer olan-
ufacturers. Thc lleijing No. 3 (irm-
purer l'actor y-, whi(h produccs the
(lreat \ltall 0!r20CH rrri< roconrputer
series, has a pr'oducttrn capacity of
10,000 oricrournrputers a yeilr, but
(nh rnakes ab()ut 5,000 mathines,
largely becarrse 40 percent oI the
parts nrusr be inrportetl:rnd their lix.
eign exch;rnge suppl,r' is limited.

lf cornputerjoint verllu!-es use any
local contenl it is likely t() be elcctro-
tnechanical c(,nlp()nents, such :!s nlo-
tors, transf()r lers, rrrachine Parls.
r(,oliDli. :rnd 1,,*-end Plirrteri r ir, rrit
boards. Curr.entl! h igh-q u a lit )'
sourtes firr other inpuls are lirlited
in rrrrrrrher, l)llt N4Ll irltctl(ls t" in-
( reJsc (LrItIe\li( Pri)du( lion rrf lrlrsli(
die-castiug parls, resist ()rs, capac-
itors, <oils, cables, carrls, and key-
boards. China Hewlctt-Patkard
(CH I') is forurrrlating plans to s()urce
sorle e lect r()-rnechanical c()rnPo-
nenls (k)mesticall!, and is also devel-
()ping nelr p[(xlucts nr(,re suitcd to
the locirl enri! ()rlment.

Sotrrcing senricontlu('lors is-and

will continue to be-a rnajor prob-
lem. Annual denland lirr integrated
circuits in China cxceeds 200 nrillion
uuits. but dornestic production only
rea(hed Jbout t{0 nrilli,'|l in l1)}t7-
the large rDaj(rril! foL consunrer elec-
tronics. MEI has targeted large-scale
irrtegr:rted t irr uits arrrl ele(u'(,ric
tonrprrnents as key arears f()r de\elop-
Drent during the Sevenlh Five-\'ear
Plan pcriod. but thc shortage of
nricr()pr'()(ess()l-s aDd nrent()ry chips
will require c()nrputer rnauufacturing
joint vertures to imp(nt lhese conr-
ponents well into the next decade.

Foreign exchange problems

Pur<lrasing il lrigh per(ent.rgc ()f
c()nlp()rents fronr abroad drives up
f<rreign exchange costs [or conrputer
joint venlures. The lirrge lirreign ex-
clrange outlays raise production
costs, r)aking both domestic and ex-
port sales more difficult.

Whilejoint rentures have the right
lo nlalie donreslic s:rles for f<rrcign
exchange, finding willing Chinese
buvers isn't eirsy. Manl (llrinese pur-
rhrstrs ure relu(lirnt tr) rpend their
ft)reign exchanBe reserves oD prod-
ucrs nr.rde in (lhina. lated uith this
dilernnra. (llrina Hewlett-Packard
sells nx)st of its cornpult'r :rnd instru-
nlent products frrr rennrinbi (RIMB).
Only a snrall percentage of produtts
are sold for f<rreign cxchange or a

conrbinarion oI RMB ancl hard cur-
rencv.'l'his pallern is c()olrnon
thr()ugh()ut the (()mputer indusn].

Lhirt re gov< rrrmellt renledies ftrr
the forei8n exthange problern nral
provide sonre lelief. Both CHt'and
Sharrghai Wang are [r()pefr.ll lhat

T
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H8000-68 Business ComPuter System undergoing lnal test folooing ossembly ot China
H eulett - P achar d ir B eij irg.
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tlteir rt trilit:rriorr as tt.t'hrrokrgir allv
;rrlvarrr t rl cnl(.rl)tiscs l)rr'(hl(i||g i|lt-
Ixrlt sullstitul(. plo<lrrr rs rrill help
lhtm r'({hr('c tosts wlrilt. Ilrtilitatirrg
li rt eigtt cxchang<. sales.

Rut l)()lh corrrlranics aIe kxrkirrg
Ii,r' ()t h(.t' itlte t'n ilt ivcs. Wing [,:rlx)r it-
l()r'ies ln(. Ilas ,utnoun(.,(l plxls l()
rhilt all :;rlcs:r(ririties ll()ll irs k)(ll
oflitt's to lhc.i()ilt vcllllr( in ll ('l-

li)r't l(, trirrirni/r (.xpcls('s ilr(l ntilxi-
rrrizr rr.s,,rrrt'r's. .\lil (:lll' k(a.l\ it.
lirrcigrr t xchtngr. birlan( r(l h\ it(ling
,ls llll, r'\{ lrrrirr' rrr,rrkItirrg .rgIrrt Ior
its ,\rttcl ir'arr l)ll!ttrct. He\r'lctl-
l)at kalrl pars tlrt, joint rt'nlurc a r'orrr-
nr issi()r I()r ((,llrl)rrt('ls:tnd r)tllcr
Produt ts solcl rlrntestit:rllr. provid-
ing cnotrgh [irrcigrr rrrlrangc to
r r'rct'tlrt llrlk l lll(, j,,rrrr rrrrrrrrr.s

rr('e(ls. l'llis is :lll itnp()ltillll pxi'l r)f
tlrr'llt'slt,tt-l':rrk.ud plan. sirrr c lo-
,.rllr rrt.rrlc Prorlrrrts,'l|l\ .l(("ll t l.rr
,rlr"rI llr tr, :{} Ix.r{ e|lt ,rl irs s.rL.s.

Who uill run the slstem$?

Ihl lack o[.r wcll u-liltcd stirll ll)
rr)lrke lltl(l scl-r it I all thrs(' ('(n l)ut( t's
is anr:tlrr.r setiorrs problcrrr ftrl joirrt
lctttulcs. l)onr'stir (leltiln(l fot (()tn-

CHINA'S MAJOR COMPUTER MANUFACTURING JOINT VENTURES

AIlen-Bradley Corp. (USyConsrruction
and Development Corp. of Xiamen
5tZ, China National Machinery and
tquiPmenr lmpon and txpon corP.,
Aulomalion Res€arch lnstiture o,
Ministry of MetallurSical lnduslry, and
China Nalional M..hine-Euilding
lndusrry Supply .nd Sales Corp.

Foxboro Co. (US)/Shan8hai Meters and
lnslrumenrs lndustrial Co.

Hewlen-Pact.rd Co. tid. (US/CEItC
and 8€riing Computer lndushal Corp

l8M Corp-lMinistry of tlectronics
lndustry (MEl)

Want Laboralorie5 lnc. (USyShanthai
Compurer lndusrry Co.

(s0-50)
Auiomation conlrol producrs (Allen-
Eradley'r StC 100, PtC-2. PIC-17, and
PtC-5 pro8rammable controllers)

Process control inslruments (5PtC
senes 200 srnallelecrri. an.lot control
inslrument and series 820 vibratint
slrinS iransmilter and numerical

HP 3000 tup€rmini compute.s and
insl.umenr products

f he Allen-Br.dley tnterpris€ Xiamen
l-ld. ioini venture will produ€€, sell.
and seMc€ products. Exp€ried on-
stream by rprint 198a. T€chnic.l
centcrs to b€ sel up in Xiamen, Beit'n&
ShanShar, and ShenyanB. Producls
have re.eiv€d import substituiion

20-year atreement siSned 4/82 to s€r
up Shanthai-toxboro Co. Producrs are
assembled from imported pans and
components and a.e listed is import
subslilutes.

ro-year,V to ,orm China H€wleti-
Packard, be6an production 5/85.
Activities encompas! R&D, mirketinB,
and m.nufacturinB. Producis
ass€mbled from s€mi-kno.kdown litt
and ere liied a5 impon substitutE.

Netoliations underway for joinl
venture produclion fa€ility.

ShanShai Want Computer
Development Corp. be8an production
10/86 usint imponEd kits. VS s€ries
compulers a.e li5ted .5 imporr
subslilutes. Additional invelrm.nr of
t900,000 plinned.

tormed Sh€nyan System ln8ineerinS
Co. lo<aled in Beaiin& Atreemenl
announced 6/87.

1o-year lV, Zhonthua tle€tronic Co.,
epproved in 198{.

1s-year lV. tintnan Microelectronics
Co., formed in 1985. U( side to
provide lechnoloty and manufadurint
expenis€; China lo provid€ fa(ilities,
workforce, and mu.h of proiect,s
tundin&

Atreement si8ned 10/87. Proied ro
in(orporate R&D .nd minufacturinS of
advanced microcomputer.

1o-year.onlracl signed 4/84 to fo.m
tinhoi tlecrroni.r lndustry Co. Ltd.
Ee8an produclion 4/85.

Dofl dant Computer Technolq8y
Development Co. Lrd. formed 4/85,
betan F roduction mid-1986. Capacity
600 unilr/year.

$1s millaon
(49-51)

t5 million
(s0-50)

IBM ss50 personal (ompuler

t6 million
(60-40)

wan8 VS mtnicomputers and Chines€
compuler sysrem workstations

lapan lnlern.tional Softwere Corp.
Uapan)rchiha Computer Systems
tnSine€rint Co. (under Mtl)

Prolicient tnterpise Co. (HK)/H'ra8an
Developm€nt Co. aad fuzhou No. 5
Radio taclory (under Mtl)

Rair tld., el. al(UXyNA

Yun l-loi IradinS Co. (HX)/tinren
(Shan, ) tlectronics tquipment factory
and Trust Depadment ol Banl of
China, T.iyuan Branrh

Zhaohua tlect.onic! Co. trd. (HK) and
Weilian tleclronics EnSineerint Co.
(HK)/rushun Hualian Computer Corp.
Lld.; Shenyang tntine€rint lnslirul€;
Dalian Eranch of Chin. Nelional
TechnoloSy lmpod and txporl Corp.

Computer sofiware and h.rdware

t580,000 Compute6, electrical, and electroni.
products

Microcomputer systems; tSl
microcircuit desi$; assembly and
testint of lC d€vices

Microcomputers, dual tone eleclronic
horns for bicycl€s, and TV antenna
sitnal equipment

Semi-Tech Microele(tronics Corp.
(Canada)/Shenzhen tlectronics Croup

!270million Microcorhputers

$50 millk)n

,323,m0 DataloS micro€omputers

Sou.cr, National Council files end company intervifls
Compiled by Perri Strawn.
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Puter spc.ialists is rery high, bur
fewer than I0,000 (()tnputrr spet,ial-
ists gradunte I'rrrnr Ohinese rollt.ges
each year. I'he (lhirrese g()vctlntcltt
estimates thirl thc infornrati()tr tcch-
!r()logy sc('t(,r will face a sevcrt,slrort-
age ol traincrl pet-!i()nnel in tll('liF
I u re 

-anroulr 
I ing ro sorrre 2{),000 l(,

110.000 peoplc irr 1990 and as nrarrr
irs 50ll,0ol) irr rlrt.year 2tl0(t.

The hulrlt'tt tlttts [alls rrrr thc l,'r.
eign partnel in ll ( ()rrrputer.j( )i!l t v(,n-
lure t() 1r'ain cnlpl()yees to pror irl<'
service and Dlaint('nance firl thc svs-
tenrs prrxlur ed br' tlre Ienturr. l)cr't'l-
()ping errl)l()\c(s' l('clrDi( irl .rl)ill)ility
l() nrake un(l riervice pr()duals. a()nr-
biDed with (du('aling nran gcril(.nt t()
.r\\rlre qtr.llil\ r ',rrlIol, rc(luit'c ll[lior
()utlavs l)l tlrt'Iirreign partner. trhi(h
often serrds lot al Chinest. stlll'
abroad for trairring.

'ltaining the krtal stalf in plrxluc-
tion and trla!keling rfas a (riti(al
r''nnp()nenl ,rl llewlett-P.rt'kulrl r irr-
vestnle t sllltcgy. In I0ttl. li)ur
Vears belirrc'tlrt.joiDI velrture g()l lrn-
derwar, Hcrrlt.rt-Pack:rrd establirhcri
t sJrolh' (lhincsc-()\r'ne(l ntat krltinl{
t,perali(,n tt) rcll :trr<l distIilrrrtt,rtr
pr()du(ls in lteijing calleci H l' Rcpre-
sentalive Ollice.'Ihe .ontl)any's
stt_ate!a)- wits l() clr:rte a leant ()l- pc(F
ple t'anriliar with both thc l()cal rnirr-
ket irnd Ht uk'tt-l'lckard protlrrcrr.

l!'hen th( ir)int venture lvls cstirb-
lished in l1)Uir. llervletr-Packirr<l aud
its Clrincsc pilrtrcrs transfct'rc(l thc
I00-nrenrbcr traincd staff ol thc (lhi-
nese-r,wne(l ( ()Dlpany to (lhirra
Hewlett-l]ackard. Noi! irb()ul t{0 -110
percent ()l thc :100-strong (lhincsc
stall has be(,u tr:rined by Hcrrlctt-
['ackard in ad nr ilistralion, ntilnuli( -
turing, engirrcclirrg,sales, rarktlrinL,
and service.'fhis training hclps (lllP
stafl- underst:lnd the conrpulel pr()-
duction pr()(css while saring frrttrrc
expatrirtc s:ihn costs.

Training al cxtensive stlfl has an-
r,lhcr lollg-lcr nr 1,arr,ff. (i,'rrrP:rIics
with a large sales/serrice Ii)t-(e l()
help ()hirrcsc buyers use theit nlit-
r:hines will spread awareless ()[ the
c()nrpany s pr(xluct througlx)ut the
('()untrJ-. A$ one LIS company rcPre-
sentative n(,ted, deleloping a "r()nr-
puter rrrlttrr< uithtn Chitr.r [or its
product is tlre rrr()st criti(al c()ntp()-
nent of a nra!-kct strateg}.

Mouing b ey ond hardtoare
China's int reasing realizati()n (,t'

Ihe importanc(] ()f computer solirr'are
and knou-h()w in operating a system

has opcrtc<l rrp nerr arear o[ opportu-
nill Ii)r Ii)r.ign cornp:rn ics.

ln l1)It7, llle( tronit' l)ata Ststems
(lil)S) sigrre<l a joint vcrrlrrr-t agr-ee-
nrert wirh lhc Beiiing lnlirlmation
Pr<x'essirrg Ootporation. Srrpplving
haxirrart., soli rvare. an<l tc{'lln()l()g}.
EI)S will assisr in the devckrptuenr of
c()rrrput( r applications.

Antltht'r' US conrpan\', ( i)nrputer-
Lattd. ttrctttly conclrrdc<l a soltware
devcLr1rrrt'rrt irnd ntat kctilg agree-
nlent nilll tlte Clhinesc ;\c:r<krDl o['
Scienccs that u'ill cvcrrtrralll crrrlve
int() il.j()inl venttrre. In l)rcl)xr ti(rr,
the r on)l)rlll\' is prori<lirtg ('\l('!lsile
tr:rinirtg li)r Olrinese pelsorrrrt l to fa-
nrilializc tlrt'nr rvith tll( ('orll)illr]'s re-
s( )lll ccs :nl(l pr()vide rliret t rrraIketing
expcricn('('- 'f he Ohirrest' partner
hclps rrrrt lrv nrarketing pr-()(lu(ts.
p.lltr( i|.rtilll.l irr trhilriti,'rrr. rrrtrl !iir'
irrg t( ( hui( ill scn)inars.

Atttl l\l!.1 is norv cncrrrrlagirrg.joint
reseirr( lr trl(i devel()pllent pr()iects
with Ii)r'cigrr films airnerl al drvelop-
ilg plo<lrrrts lirr *orld rnalkcts.
ALrrrg tht.st- liles, thc Shen./llcn [-lcc-
lr()nics (;r()up an<l Scrrri-lech ol
Carrlda rctrrrtlt signcd itu ilF!'('cn)eDl
to lirlnr a.joirrt !eDtrrre lo (l(.r('l()l) an
advarae(l nricroc()rII)utct'. Al'ter
rlerel,,l,rrrg tlrc r,'lrtlrtttct. ulrir lr i,.

expt'<tcd lo tnke orc-ilIr(l-il-hull t()
tw() \'c;lIs, lhc agreetn('nt r alls lirr tlre
nla('lriDc t() be asscrDblt'rl iIl SIrerr-
zhen. \{'hilt' rrtrtclt ol thr' ('lltl)ut 1!ill
be rrrtrl rritlrirr ( hirra. Sr.rrri-li.rlr is

h()l)clill lhal it can nlrrkct c()url)uters
r>rrtsitlt'(lltitta and rvill lrt rt sponsible
Ii)r' (listril)uri() .

The export controls fdclor
As iI thclc rvere not en(ntgh pr()b-

lenrs orr lhc (llrinese sidc. ITS corrr-
putcr (!)nrl)irrries 6nd I hey Iil( c irn ad-
tlitiort:rl tltallenge al ll()trc before
their.j()int venture in (lhinir (itn get
off the gr ounti-LlS gover-trnrent ex-
port apProval. Joint Icnlutes nlust
obtain liccnsts as parl ()l rhc le(llnol-
ogy trattrft t' pr('((\s.,\rry kits
shippcd Iirr assembly rrrrst l)e li-
(erlsed..rrrl tltere arr sulrjr'r t t(, 1.rIi-
odi. r'cncwxl. Restrictiorrs orr the
lransler ()f electr()ni. design or
printe(l circuit lroard design nrake li-
censes li)t-lhese items thc nr()st dim-
cult to olrtain. In additi()tr, lh()sc
joinl vr:ntulcs that sell c()rnprrters on
behall oI the p:rrenl (ontpirny also
lace thc sanre delays as anv other ex-
porter as thev wait f<rr LIS exp()rt li-
cense appr{)t'al for each shipnrent.

HI' has had few problcnrs because

tllc .(nnpan\ folLrrvs the exporr li-
( ertsrrl.l Bui.lclincs cl,'sclr. keeping
('\1x,,'ts r{ilhin Ihe gr rtD u orrc with rts
r-(,utille irppr()val plrx ess. But the ex-
p()rt li(elsing pr(xess can seriously
affi (t ioint \'cnturc ()perati()ns.
Sh:rlglrai \4Iang, whir h r urrently pro-
rltrccs thc l6-bil \{ang l)cr s()nal (onr-

I,lrlct' ktr('wn as the Irn.rgr' I'ror essirrg
(iorrrputer, has bcerr waiting fbr ovel
r ytal f()I an exp()ll li(t'nse to rrp-
grade producliotr t() lhc m()re ad-
\,ir n('c(l \{arr,l VS-ti rrrPcrrrrirri-
('()nrl}rltr,r. I'his <lelav lras cirused the
.i()inl vcnture s pr()ducti(rr l() lag be-
lritr<l t.rt'getcrl ,)utl)lr ()rher j('ilt
verrlDres are likell to lrre sinrilar
Pl()lrlenrs as tlrey try t() transfer t()
rrrort. ol' l ruanufa< lurirrg pr<rcess by
rtpgt'.rdirtg Irotr scrrri-krrrx kdown kits
l" ('r)ntIlcte kDrr LrLrrrrr Lirs. tnirrg
l() sittisf\ (lhinese tlcnran<ls f<rr more
advilrced lechD()l()gv lllav pr()\'e
ploblt'rnatic lirr- this rcason.

'l'h( situiltion has l>erl cven wor sc
Iirr the past six m()nths. l,ast fall, the
gra<lu:rl trend l()witr(l relaxing t'e-
stli.ti()ns on high-ttth exp()r-ts t()
(lhirrr $as abrupth haltcd rrhen (lS

I{()\'cr DritcDl intelligt'n<e rep()rts de-
tclrrrirrctl thlrt (ihin:r rrlrs cxponing
Silkrrotrrt n)i\silc\ to lt'xn. lhe inci-
dcDl p()stp(rred :r rcvicw that nrany
lrarl lr,rpcd wotrkl lrrrtltt,r' liber;rlize
exp{)rt c()ntr(rs fbr_(lhinl ilnd caused
trS rcvicu'of exp()r't liccnses to slow
<Lrrln lirt lack of r leat' guidelines.

Filling the gap
( lltitta's ntodern izilt i()n drive hirs

(tcitlc(l en()rmous detttattd f<rr conr-
prrters. The g()r'ertltrreDI estimates
thrt :,cl'cral hundrerls ol- thousands
()l nlachines, parti( ularl) nlicrocolll-
prrtt'r's, uill be needed in the nexr few
ycals. Wittr dornestic outprrr in l g87
rcach iDg approxinrrtely 50,000
nl i( r-()c()nrputei s irD(l +00 matn-
llantcs and orinic()nlprr(ers, a large
gap rcnlains to be 6llcd.

Foreign comptrtel c ()nl pan tes
slxrulrl expect to itrrreasingly hear
Ml.l :rn(l Dlhcrs "rgurri/:rti()ns raisc
the issue of inve:itnrenl in China's
c()rr)puteI industry rathcr than sales.
Infraslructural weaknesses such as

sh()r'rages of c()nrp()nents and skilled
lalr(,l $ill ('(,nUl|lle t(, hirrtler joinr
ventrrres'ability rc operate for some
tiDre t() come- But for c()nrpanies that
wanl to Srarantee access t() the com-
prrtr'r rrrarket as CItine rrpgredes its
(l()nre\tic (ompuler ir(hlstrv, now is
tht time to decide what krng-ternr
strategy to pursue. i
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ORGANIZATIONS INVOTVED IN INVESTMENT
ForeiBn investors face a confusing

array of administrative organizations
in China, all of which have at least
panial responsibility for the develop-
ment and operation of foreign in-
vestment enterprises. This chart out-
lines China's most important central
government inveslment-related
organizations and their specific for-
eiBn investment responsibilities. For-
eign investors should familiarize
lhemselves with these organizations
to minimize bureaucratic delays and
know who to lobby on various is-
sues.

ln general the large central-level
organizations have local equivalents
with similar functions. Whether
responsibility resides at the national
or local level-and thus whether the
investor should approach central or
local officials-generally depends
on the localion and value ol a
proiect. For inslance, authorities
from Shanghai can approve proiects
of up to Y200 million, and those from
Beiiing and Tianiin can decide on
projects of up to $30 million in value.
lnvestment officials from Cuang-
dong, F u jian, LiaoninB, Dalian,

Cuangzhou, and Shenyang can rule
on projects valued at up to $10 mil-
lion. Other provinces, autonomous
regions, and coastal cities can usu-
ally make decisions on projects up lo
$5 million in value. The special eco-
nomic zones are a separale case,
with zone officials approvinB those
heavy industrial projects under Y50
million and light industrial projects
under Y30 million. For the most part,

the same division belween national
and local responsibility continues
once a proiect has been approved.

While local-level organizations re-
port to the equivalent central gov-
ernment authorities, very often they
are subordinate to the provincial or
municipal government they are at-
tached to. lnvestors should bear in
mind that local officials can have a
great deal of autonomy. Municipal
or provinicial Bovernments may play
an active role in attractin8 and
supporting foreign investment pro-
iects.

The structure of these organiza-
tions may change slightly following
the National People's Congress
(NPC) meeting scheduled to con-
vene in late March. The NPC is ex-
pected to approve a merger o{ the
State Planning Commission and
State Economic Commission as pan
of a large Bovernmental adminis-
trative restructuring. The new organ-
ization, to be called the Social Eco-
nomic Planning Commission, will
most likely take over and continue
the investment functions of both
organizations.

r STATE COUNCIT
hifiary luaclion: Exe<ltive branch of Sovernmenl
lnvcatrnenl rc.pon.lbility:

. approval aulhorily for proieds above i50 million

r STATE COUNCIL TTADINC CROUP ON FORTIGN
INVESTMENT

lnvGrttrrcnt Er?ohribllity:
. supra-minine.ial ortanization coordinalint China's foragn

investmenl work
o recommends policy lo the State Council
. drafts foreitn investment letislation
. generally does nol deal with investors directly, but can act as a

problem solver of last reson

! STATT PLANNING COMMISSION
Primen/ lunction: Cootdinatint My for economic aflairs; responii_

ble for formulatinS annual, medium, and long-ran8e plans; pri'
mary proiect approval body

lnvcrtrrl€nl r€rponrlblllty:
. formulates investment policies and retulations
. trants inilial proiect approvals
. approves fe.sibility sludies
. app.oves import subnitulion aPPlicalions

Sourct: Dis.ussions with investment officials and National Council files
Compiled by John frisbie.

r STATT ICONOMIC COMMISSION (src)
Primary function: Ceides national economic development; imple_

menls the annual economic plan
lnveatment .espontiblllty:

. responsible for FlEs after lhey receive their business licens€

. formulates investment policies and re8ulalions

. oversees lhe implementalion of FIE contractt

. resolve5 tlE operalional problems
Inva(rncnl.r.l.tcd srrb.idl.ry o€rlr iz.lionrl

-toreign lnvestment Inlerprises Administration: arm ofSEC han-
dlint foreitn investm€nt work

r MINISTRY OT FORTIGN TCONOMIC RELATIONS AND
TRADI (MOTIRT)

kimary lunction: Fotmulates and implements foteiSn l.ade polic),
enforces stale foreitn trade pl.ns

tnrcrlft Gnt responsibility:
. responsible fo. flEs b€fore lhey receive lhei. buiness license
. apProves FIE contracts
. issues import and expo( licens€s
. approves FIE use of renminbi to purchase products for exPort
. epproves exporl-orienled and technolotically advanced enter_

prise certifications
. approves technolo8y impon conltacls

lnvc.lmlnl.r?htcd 'r rddLry o.t .riz.lionrl

-toreitn lnveslment Adminislration

-Technology 
lmporl-Export Depanment

Bureau of Ireaties and Laws
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r INDUSTRIAL MINISTRIES
&:imety function: Supewises fadories; allocates funds, foreign ex-

chante, and materials; formulates industrial plans
lnv.attnant r$ponrlbillty:

. can approve small proiecl proposals

. likely lo be consulted i,l deciaons on proiecr proposalt ad-
vanced te<hnoloty (enification, and import substitution

. local-level industrial bureaus are likely to be the ortanizalion
ihal supervises the FIE most directly, i.e,, its "department in
charge"

r STATT ADMINISTRATION OT TXCHANGE CONTROL
(sAEC)

Pimary lunction: Manates China's fo.eitn exchange business; retu-
lates foreitn exchante loan tuarantee system

lnvertun.nl reeponiullty:
. approves profit repatnation
. aPProves ,oreiSn exchante/renminbi swaps
. approves Fl[ domeslic sales for foreign exchanSe
. requires FlEs lo reporl any foreitn loans

r CtNTRAI. ADMINISTRATION OT CUSTOMS
P mary function: Supervis€s and controls postal ilems and luggaSe,

transponed Boods. tariffs, and cusloms statistics
lnve menl ltsponslbillty:

. inspecls and assesses duties on impons and exports of Flts

. aPProves duty exemplions for FlEs

! MINISTRY OT TINANCT
himary tunctioh: Conlrols national revenue and expenditures;

enforces Stale bud8et
lnvcrlrnant rc.ponCblllty:

. handles al! FIE lax maners

. Sets FIE accounlint rules and procedures

r STATE ADMINISTRATION OF INDUSTRY AND
COMMERCT (SAIC)

kimery funclion: lmplements nalional economic policy, taws. and
statules involvint industrial and commercial enlerpris€s and mar-
kel transac-tions

lnvc3tmGnl .e.ponrlblllti
. sels .equirements for Flt debt/equity ratios
. sels rules for flE capital conlribulions
. can resolve trademark disputes
. issues flE business licenses al local level

I CHINA COUNCIL FOR THT PROMOTION OF
INTTRNATIONAI. TRADT (CCPIT)

kimary function: ?.omoles China's economic and Irade relations
Invcrlmcnt r€sponriblllty:

. grants patents and trademarks

. (an arbit.ate Fl[ disputes
lnvcatmcnl{d.led .ub.idi.ry ort niz.tionr:

-Chin. toreign Trade Arbilralion Commisaion

-China 
Patent Off ice

-China 
Trademark Off ice

I MINISTRY OF I.A8OR AND PERSONNEL
kimaty function: Svprvis€s iob allocation system and vocational

trainin& administeE welfarc and insurance prcgramsi sets guide-
lines and standardsfor wa8es and salaries; implements health and
safety standards

lnvcrtrncnl re.poniblllty:
. scts overall labor and wa8e policies for tlEs
. local-level bureaus can approve tlf labor contractt supply la-

bor to FlEs, assisl in employee transJer to Fl[s, arbitrate transler
disputes, require FlEs to repon employee dismissals, and deteF
mine amount ElEs payfor laborinsurance, welfare, housin& and
olher subsidies

Primery function: Handles foreign exchange transactions; issues fo.-
eiSn currency issues bonds in inlernational capital markets; takes
foreign exchange deposits and mekes foreitn exchante loans

lnvCrtmcnl re.ponribllity:
. main (but not exclusive) bank where Flts hold RMB and fo.eitn

exchange bank accounls
. source of foreign exchante and RMB loans tor FlEs
. can arranSe FIE currency swaps on a commission basis
. provides tuarantees ror foreitn loans to Ftts

r BANK OT CHINA

r CHINA INlERNATIONAT TRUST AND INVESTMTNT
CORPORATION (CITIC)

Pimary function: Facililates forcign investment and introduces ad-
vanced le€hnology to China throuth ioint ventures, wholly for-
eiSn-owned enlerprises, and compensalion trade

lnv.rtmcnl rerlDnrlbility:
. aan find ioint venture partners
. provides tuarante€s on foreign loans to flEs
. possible panner in investment proiects

lnvcrlmcnl.r€Llcd rub.idi.ry oryrnlation:

-China lntemational tconomic Consultants: provides economic
and letal coosultin8 on investments

r PEOPLE'S OURTS
Prhnary function: Supewises the admininralion of iunice in a fou.-

level courl system ranging from lhe Supreme People's Cou( to
lhe local People's Couns

lnvcdmcnt ra{ron.lbility:
. can resolve palenl and trademark disputes

I STATE COUNCIL SPECIAI- TCONOMIC ZONES OFFtct
llrva.lmcnt re.ponrlbillty:

. coordinaies sEZ policy implementation

. supervises SEZ management committees

. repo.ts to the State Council Leadint Croup on Foreign lnvest-
menl

QUICK REFERENCT GUIDE

Accounlint: Ministry o, Finance
Arbilr.lion: CCPII
Busine$ l-ic€nses: local-level administration oI industry and

commerce
Cont..ct appioval: MOFERT or localforeign economic rela-

tions and trade organizations (FERTs)

Domeslic s.les o, produch lor renminbi: SAEC
Dulies on imporls or exporls: Customs Adminislration
trporl.oriented .nd te.hnolotically advanced ceiifica-

lion: same as contract approval above
Fe.sibility study: SPC
Forcitn exch.nterenminbi sweps: SAEC, Eank of China
lmport .nd erporl licens€s: MOftRT
lV proiecl approvrl: SPC, local government, or ministries,

depending on proiect size
lmport substitstion approvel: sPC or SEC, depending on

product
lebor issues: Ministry of Labor and Personnel
Lend: local land bureau
l-oans: Bank of China
Loan guaranleee: Bank of China, ClTlC, local investment

and trust organizations, and other approval ortanizations
Oper.tional problem .esolulion: SEC
P.lcnts .nd Indem.rls: CCPIT, People's Couns
Profit repatrialion: sAtC
Purch.sint expod goods wifh RMB: MOfERT
T.rrlion: Ministry of Finance
Technoloty import contr.cts: MOFERT
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Seeking SpecialStatus

an :;,Jil,' l;l:i, I ll iI;',,lll;,';iJ,;
, ,,, ,r.',t,,,,,.,1 trrr,,r itr.s,

t- (ilrirr.r lr.rr l,,rrg,flr'rt,l irr-
t'cntivts to certlirr Iirrt'ign invcstor-s
basrrl orr the kxatiorr anri rltat:rr-
teti\li(s ol their projett. [.ur<<l l*
the possibilitv ol t'xtr,n<led tax lcrlrr< -

tions, loan pr-il)rity, arrrl excrrrPliolls
ftorr l:rxes orr prolits relttittcd
allroarl. rrranv Iirrr'igrr investr,rs lravc
tric(l tll rail()r th(iI I)r()je(ts r() l.rlc
{irll arlrantagc ()l thc in(alri\es
China olli'rs.

Two rrnjor rrcw rlasscs ol lirlcign
invr'\lrrr'|ll Pr0l. r l\ .rre 11,,rr l.lrg-
ible {or irtccrrtir'<'r follorvirrg
(ilrrrr.r's Pr,'ttttrlg.rtiorr,'I tlrt l'r,,ri-
sions Irrr the Encorrragcnrent ol lirr-
eigrr lnrcslnrent iD ()ttobct l1)ll{i.
arrrl tlrc Irtrl,lcttrt'rrrrg Rlllr'\ l,,r
Exenrirration an(l (:onfi! nr:lli()n r)f
Lxlrrrr t-( )r icrrtcrl .rrrrl ler Irrr,,lo,.ii-
cally A(lvance(l llrrttlprises (tht' Irrr-
plerrrcrrtirrg Rlll(s) rr lilnrr:rr'\ IllS;.

L'n(l( r' lhe nt'rr' rrrlcs. j()inl r(rr-
tures errd wlrollv li rrcign-orvncrl cn-
terpr iscr irr (:llin:r rr.r) sttlrttrtt irr-
folrrralion on ll)eir l)r()je( Is 1()

O[rirrcst' of [icills, who tlt'r irle
rvhctlrcr or not th(' I)r()je(ts (lu.rlil\ rs
eitht'r "cxlxrrt< rr'icn tc(l ()r' "tralr-
nologit ally advancerl." A ppr'ovcd
pr()je(ts a!e aertilled :r (l l)c(()llle
eligrl'lc fol nunr( r.Lrq lrcrx lits
(r// I) '..lll [,rr rlrt.rrlr ,,rr thc trrr irr-
cent i\ es).

Ry the beginnirrg ol this ycar,
(lhirr:r lt.rrl .ertih.rl :.126 [,'ttigrr itr-
lerlrlr.rrl errterplir,.r .,r 1s1 l111.l.gi-
calll n(lvan(ed arrrl arrother' (i0li as

exp()rt-( )ric n ted. 'lhese fi5nrrt's rr'P-
resent only a srnall ploportiott ol Olti-
na's lirrcign investrrrent enter pr iscs.
indicating that r()t rll pr<rjects will be
ahlc r',Ilr(.cr the grrirlclirres. I\larrr irr-
vest()rs ale applying, but approval is

far I'rrrn guarantttrl.

Applying the neu policy
(lhinese oflicials a\rard cxlx)rl-or-i-

entt'rl staltrs to Iirreign invcstnlent
projcc ts base<l orr a fairly straightlirr-
walrl statistical rr('irsure ()[ cxp()rts as

lr I)i()l)()rtion {)l t()tal prrxhrct value.
[)ct rr'tlrinat i( )ll ()l $hetlrcr ir \'cnlur c
is technologirallv advanccd tends to
bc nrore subjective, howevcr-bnsed
orr thc <lualitv ol the prrxlrrtt, the
c(()n()rllic efii\ I ()l the leahr()l()g!,
arr<l the abilitv ()l the entcrprise t()
prrxlure gtxxls ((nnpatiblc with (lhi-
na's nlodernizal i(D goals.

l'()r'eiBn investrnent proiects seek-
irrg cither tvpc ol-special $lalus nrusl
strbnrit a standard appli(ati()n ft)r l
ar(l supporting docunrents t() local
(lhincse authorities (sae box). Sinct'
Lx al officials-usually irr thc ftrreign
e('()n()nric relatiorrs and tlade depart-
rrr< rrts-issuc tlr' r ertifir.rtiottr. dcti-

Pilman B. Potl(r is a lauyer ard hokls
a I'h.l) in Poltrttul $icttrc, sperializing
in Ohinese lou and Polilics. He tut
re lly scntes .Lt lh? R.ijing usident lor
Orafutm and James Intenwtioflal (:on-

suhants.

sions nray bc srrhjecr to rhe prioritles
an<lwhinrs ol each locale. lleijing and
Sh;rnghai, Iirr exarnple, were ea('h
quick t() cerlily a nunrbcr of entet-
l)r ises ir exrl\ 19R7,rrlttL,rtltercitics
hirve drirgged their feet. Particularly
in areas ofl-tht' beaten pnth, invest()rs
rnay fa(e long delays in obtaining
ccnificatioD. as local olii< ials strug-
glc to assinrilate and apply these rela-
t ivcll rrew lcrrtlul-lerel regulutions.

llhat does "erport-orienled"
mean?

lltanv ol rhc [oreign invcstnrent en-
rerpr-ises (urrently certillcd as ex-
port-orientcd irre snrall projects, r>f-

ten in,r'olving overseas (lhinese
irrlestors, that ploducc rclatively sint-
prle light indrrstrial g(x)ds ()r textiles
Iirr export.'l'lre Huaxing Shirt Com-

lrany in Beilirrg, Shanglrai Great Wall
Zipper C()., and Sharrghai Universal
'Ii^s (ir. rrc tvpical ex:rnrples.

'lir qualif,v irs an exp()r-l -()riented
('llterprise, a foreign iDvestrnent en-
lcrl)rise firusl [leet tw() PrirDary re-
(luireorents. ll must exp()rl or()re
lhan 50 pe.(en{ of its annual produc-
ti()n value. irnd it orust be able trr
show that il lras either a balance ()r

sulplus in its foreign exchange ()p-

rratirg il((()uDt ea(.h vear. Enler-
1>rises are given one useful break:
tllcy may ('arry over any firr-eign ex-
change surplus from the previous
vrar in c()nrputing their' ft)reign ex-
thange balance-

Predir trng wlrether' .rrr ellterprisc
will be (enilic(l as expolt-oriented
Iras proven relatively easy, since it ba-
sically boils down to whether or nol
tlre prrrjer t nrccts the r)l)lc( tive slJlis-
tical criteriir. l'rovisional certi6cation
as an exp()at-()riented elrterprise nray
l>e granted bcfore ploduction be-
gins. basrd orr projecred export fig-
ures in ttrc t,rrrtratt arrrl feasibilitv
sttrdy. Final confinnattrn depends,
howeveL, on the enterprise's actual
level of prr>rlrrction and exports.

At tlre en(l of the year, each ex-
por(-r)rie t((l renture rrru,,t suhnrit
figures conrp;rring irs proposed ex-
port plan t() its actual exports to the
Lr al approrrl xuthoritv. L.xport<,ri-
ented etlter[)rises also rrtrrst subnrit
yearly reports on their f()reigr ex-
change situation to dem()nstrate Lhat
they are luaintaining the required
balance.

[.xport value and t()tal production
value are caltulated on the basis of
"factory sales price." In theory, by
adjusting domestic and international

Pilman B. Potte]

\a
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Most foreign inuestors uant their projects certi'
fied as "export-oriented" or "technologically
adaanced," but the guidelines are not aLuay
clear-cut
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pricing. an eDterprise nra) bc able Io
arrange {br lhe value of ils exp(,rls to
exceed tlle vrllre r)f d(,nrestir' s:rles-
even if lll( v(,lurnc ofdorrrestir sales is

greater. l'hrrs lhe final rep()rted ex-
port and production values will prob-
ahlv beconre the subje(t ,r[ rrcgotia-
tion during the ( ertificari()D ilppr()val
and review process, as (ltrinese au-
thorities try to validare tlre ligures.
The approval unit may !'equire the
[oreign investment enterprise to
hand ovrr rrceipts and othcr evi-
dence to verify the accounting
record.

lVhat is "tec hnologically
adadnced?"

Chinese autholities also grant in-
centives lo [rrreigT) investnrenl enter-
prises rhat help China devekrp pr<>d-

ucts it warrts t() produce at h(rne. To
be certified irs a "technologicirlly ad-
vanced" ell te rprise, investnrent
proje< ts must meet sever'rl r'riteria.

According l() the Inrplenrenting
Rules, a teclrnologically advanced en-
terprise rnust be in a se(tor that
China has Iargeted for frlreign invest-
ment and must possess Iechnology,
production processes, and equip-
ment that are "appropri:rte and ad-
vanced" in narure. The tet lrnology
musr be new t() China or io shorl sup-
ply. Finxlly. the venture rnust lrelp
China pr()duce ne\{ pr(xlu(ts. up-
grade dornesti< products, in<'rease
exp()rls. (,r llr(,duce an inrpr,rt .'rrhsti-

tute. Althorrgh these concepts appear
easy to understand, foreign <-ompa-
nies are nnxi()us to see h()w these
terms will be applied in practice. -I'he

following surlnrarizes whal is kDown
abour Chirra s existing rriteriu for
detertnining what is "advan(ed tech-
nolo8-)-":

Target sectors: China tras no pub-
lic list of technologies it wants to ac-
quire. lnternal classified guidelines
certainly exist and are probably tied
ro State Plan rcquirements. But this
is of li le help to foreign irvestors,
and Chinese olicials are now debat-
ing the utilit) of making suth u list
public. It would, however, require
constant revision to keep pace with
advances in dornestic technology.

For now, the only explicit guides
for investors are the general technol-
ogy acquisition preferences made
public in an ad hoc manner by na-
tional and loral r.rfficials. lhe I'rovi-
sional Regulations of the (iuangzhou
Econonric and Technokrgical f)evel-
opment Z(rne for the Acquisition of

Iethrrologl. [ol exanrple. stalc irt
gerrcral lernrs thirl th(' r()ne en.()ur'-
lrg('s llle a(quisitirrrr ol adr'anted
tc< lrnology relatirrg to clcctronics (in-
clrrrling t'rxrsurrrer' ( lc( tr_()nics). hi()-
logical t'ngineering. and product iort

of new nratcrial and energY re-
s()urces-

Advanced and appropriate tech.
nology: 'I his requirement rcflects
(lhina's olien c()ntradict()ry ()biec-
tives ofac<luiring the most up-t(,-dirle

I

zCERTTFYING NEW PROJECTS
I . Pick up an application fornr for lechnologically advanced or export-

oriented enlerprises hom the loral foreign economic relations and trade
(FllRT) office .

2. fill "ur rhc form, supplying information on:

-the 
klenrity of the inveslors

-tolal 
investment

-registered 
capital contribulion of each Party

-duration 
of the agreemeDt

-scope 
of business

-scale 
of Production

-volunre 
and value of exports as project€d in thc contract

-prinrary 
production processes

-nature 
of the equipment and te(hnology introduced

--docunrents submitted to the original approval organization

3. Subnrit this applicalion, along with the ent€rprise's general appli.a-
riotr for operating approval, (o the rclevant FERT omce at the provincial or
municipal level.

4. The office has 30 days to examinc and rule on the application. In lhe
special econonri( zones, the management conrmittees of the local govern-
ment play this role.

5. The relevant localof6ce will conduct a preliminary investigalion. ln
rhe case of an export-oriented venture, the investiSation is handled by the
l()cal FERT depar(ment. Technol()gi(ally advanced status is investigated by
lhe FERT and o(her relevant departmen(s, includinS local-level o6.es of
the State Scien(c and TechnoloSy Commission, Ministry of Finance, local
planning conrnrission, and local econonric commission. Investigation may
involve examinari()n of documents and visits to the projcct.

6. Based <rn lhis iDvestigatir)n, the confrrming unit prepares a formal
opinion on the rnerils of the applicati()n and noti6es the applicanr.

7. The certilierl foreign inv€slment enterprise receives a ce ifi(are
lerifying its slatus.

8. The opinion statemenl is attached to the original apPlication and
filrd dr MoFERT hradquarters in Beijing.

9. The local FERT departnent reevaluates the applicalion ro make

sure standards are b€ing met once the en(erPrise begins Production.

CERTIFYING OPERATING ENTERPRISES

3. This organization will investigale and rule within 30 days
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l. Fill ort the application form (rra no. I above).

2, Srbai, application, along with a copy of the (ontract, contract ap.
proval document, feasibility study, and feasibility approval document, to
lhe organization rhat oriSinally approved the enterprise's establishment.
(Be sure rhis organization slill relains its au(hority. If not, report to its
replacernent organization.)
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Shanghoi l-o$oro l,td. wo-r amo g th. jrst
ruUJ ddvanced ent?r|rise in Octohcr 1986.
ol$o on on oficial lisl of inPort substilutes.

te<hnol,rgr. rrhilt' trTirrg Ir, {nsurc
th:rt sr.rch l((l)nol()L is srrit:rblr trr
(llrina l n(((l\. lir assess rlrctlrcr a

sl)c.i6. rc( lrrr)l()K\ frrlfills tl:r'st lt'
(llrircrrctlts, l\l( )llfRI, itt ( I )lr jlrtl( Iir)
llith rcleviu)l tt,r'hrrical lrrr<l linarrcial
{}rgans. (lctclrrin(\ iIit uill in(rtu\('
( ( ()n()l]ri( tlliri(Irtr. Prorlrrrtiritr.
rrrrrl plolitirlrilitr -:rn(l is \uirirl)l(, r()
( xistinH ( ()r(liti()rts. Tlrrorctirallr.
cven i1 !l lir[rigrr irrr'estrncrr( crrt<r-

Itr i.e rl*( \ "lrrqlr-tr'r lr" crlrriIrrr.ttr, tt
nra! rr()t (ltralilv ils lrcllr()l()gi( irll\ ir(l-
\:lnae(l il ils tcchrrologr (l()( s n()l
l]lea\llr'all)l\ irrl)r()\'c el'li( icn( \' ()r
pr ohtabilitr.

Short supply in China: IIrc lrl:r-
tivell sinrl)l( rc(luilenrcnr rlrirl rh(.
tc(hnrtl()g) lx'urrarailablc ol irr rlrrr'l
srrPPly irr (llrirrr rnaY I)r'(,rI rl(,r'(^
trickr in tlrt'lutrrrr, as (llrirra s tcth-
I()l()gv irnl)(,r't I)r'()gt alll (.xl)iIlrrls
lhe Inct tlrat;r [irrcign irrrcstol is al-
r'(a(ly using u (crIili le.hnr)l(,,{\ in il
joinl vcrrtrrlc r)lry itscll l)c(()rre
gr()urr(ls li)r rlrling tl)al tlrc lc(lln()l-
og",' is rr() Lrrgt'r ir slrort strPPlr. 

-l 
his

rr.lr l\., ( r{ lll.rllr rorrl,li(:rl( r.rli-

joint.'e turcs to be certifed as a technologi-
The oenlure's Process coitrol i$lrtme ts ore

Iitrrtiorr Ior sinrilirr l)r'()ic(rs un(ler-
t.rl(n l)v other lirrtigrr irrvtstors.

New products: Sirrrilallr, thc le-
(llrirlrl(lll that tht tctlrrrokrgr Pr()-
(lu(.( llcwl) (le!cl()lx (l ' I)r'(xlucts ()r'

lrelp to rrpgrade prrrrlrrr'ts plutcs tilrrt'
litrrts,,r ( (r'Lil'i( iru.n .\s (.hirr.r'r
tttlrrrologv base l.tca<lilt grorv:'. a

tct Irrrologit allr rrlr.rrrr'crl vt'rrtrrr t'
0lilr lx. (lcnied Icllcwlrl ()l its stillus
dorrrr tlrc road becarrsc its tc<'hrrologl
lr.s lx'r',rrtr'rl;rtcrl. ltr l.rr t. sottte (.lri-
l('s(. il\'(,sulclt :lutl)r,ritics hirve al-
I(':rrlr srrggcstcd lhal tc(l)n()l()g\ rvill
harl to bc upgra(l((l l)(.ri((li.all\ l()r
a plojt'r t to r'etairl ils \tiltus.

lncreasing exports: Il ('()ntinull
tt,lrr,rl,'gir.rl rrPgr.rrlirrg i. irrrlr'sri-
hlc. lorrg-tclnr lrlcrli()n ()l' speciill
slllltls ll)ir\' ((nu( l() (lclx'n(l (rr thc
rclrnrlc r abilitr to irrt rcasc erporls.'Ihr 

lxrccr:tnge ol plrxlrrction that
llrust lx.(xlx)r-1(<l lrirs ll()l \'et becn
<l:rrilicrl. lrut it aplx.ars Possible that
iltl cr)l('r'l)r-isc ulr()st. cxl)(,rts I'xll
slrolt ol the 50 pcr'((.nr thleslr()ld
rlil\ l)a ll)l(' t() ()l)lxin lh(' silrrlc ()!'
sifi )illll l)(. clits as ilr rrlx)r't-()rientcd

crllclPrisr il lhc tcclrrrrkrgr irr rrsc
lrclps l(, in(r'(ilsc cxp()r-ts.

Substituling [or imports: ( ilrrrr.r's
irrlx)r'1 sul)slituli()n regulali()ls (r/,/,

p. 2l) htlp (l('liuc tlris c!.itcli()r.
llout'ver, \!l)il( nn rrrterl)ri\c rrilv
obtairr teclr rrok rgi<'illlv adlauacd sta-
|lls ()n lhe l)llr'is llritt its pr_(xhr(ls (rn
sul)stitute lirr inrlxrrts, tl)()s(' ('ntcr-

Priscs rvith inllx)t l-subslitulc sl:ltus
will still havc t() (lualill separalcly ls
tcrhn()l()gicirll\ n(lvan(c(l el tc t'-

Prises. l)isyrrrtcs rrit\ arise sin((' irir-

lxrrt strbstilutiorr statrrs is tonli'r'r'c<l
l)\ thc St.rle I'l.rrrrring Conrnrissiorr.
$hile the Lrt.rl rlivision ()f Nr()f!.R'l
( cr'l ifies tcclrn(llogicallv a<lvarrcc<l
( nI('r'pris('s. N()r('rhelcss, l\'l()1,!lRI
rritv cveDtrrill\ it( ( (.pl lhe slat(' l)laD-
nirrg (i)nlrlis\i()n s (lctcrnrinrli()n ls
.rItclrr.rtirc lrrrl,,rrr,. r,f rr Pr',xlrrr t .
rl)ililY t{) substirut(' Iirr irrrlxrrts.

Technologically adaanced
enterprises: the chosen feu

So Iar orrlr 22(i t,rrterprisr..s harc
lxt'n rcrtifi<rl as tt.r hnologir allr rrrl-
v:lrracd" in (:lrirr:r. u srrlall fr'ar ti()rr ol
I h(' l()rcigll irrvcstnrcnl enterpriscs cl-
igilrle for su(lr uralnrenl. A closc
Lrok:rt sorrt'ol tlrcsc tertificd trrtcr'
l)r'is('s sht'(ls liglrt (,n the l\lx'\ r)l
tc(llnoloft' (llrirra sccr s to 1>rt.li,r.

\ s.rrtrplrrt* r'l ;li lrr{ rpr i\( \, ( r ri-
lit'rl rrs ter h rrok rgi( all,t a(har(((l lr\
thc end ol 11187 r'c\eals a (l()rlinrn(r
ol crrlerpriscs irrvolvcrl in elt,clrorrir's
aul(l hea\"r' rlilllulilrlllling. 'l his <krr^s

r()l rre(essaril\ l)r()vc lhat l(xill au-
tll()r'ities lir\'(,r' lllcse tr Pcs oI
projcr ts-it rrrar sirnplv lcll(.( r the
Iil('l tlrat tll( sa s( I()r's ha\e xtlra( tc(l
ir Iclatively la|gc rrrrnrber ()l' iDvcst-
rllcnt Pro-ic(ls using a(l!in('( (l lr(lr-
nr)l()!.

Ilte teclrrtologit allr adrantc<l crt-
l('r'l)r'ises (('rlili( (l irr dillererrt r itics
('()llre fronr a wirlc r'ange ol'sc(trrrs.
lly year-end ll)87 Ueiiing h;r(l ap-
proretl 2l tct lrrr{|Lrgicallv (lvar)(e(l
cntcrpriscs, <listlilrutc<l failll cr crrlv
ar r)rtg a \ilIi('lv ol indtrslrics irrclrrrl-
irrg nrotol rt'hitlt's. boiler t't;uip-
rn('nt, furnitlll(', lixrrl prodrrt'ls. torr-
sunler clea t i ()rr i( s, and cl()llting.
Slrarrghai ha<l ((rlillcd 3l lc(lllr()-
Lrgit'ally arlvurrccd cnterpriscs l)r'()-
(lllr iDB s (lr Ir,rrlrrcts,rr rrr.t.r'rcIri-
t lt,,i. air corrrlitioning eqlripn)cnl.
clcr atots, pl)ilr rlil(rluli.als, l)lastit,s.
(cr-ilnli(s, irn(l cl(1lr'()nics. ()l these,
I0 considcrrrl llr('ir ir(tivities r() l)e
clccl rortics-rt'lirtrrl, wlrile eiglrt wcn.
irrrrrlved irr hcarr nr:rrruf :rt'trrr'irrg.

llre Slrlr rz lrlr r \Ptrial !.rorr,,rrrrr

€,
:.
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lohnson lSax's Shongho; joint unture, which begat manufacturing shoe ond hair care

Products in lole I 9 87 , is in I hc process oI apPlJing for tec hnologic ally ad.tanc ed status.
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Zorte had apprortrl l7 tethrrologi-
cally a<lvarr<'cd crtcll)r-ises l)y lirtc
l1)1.t7. 'llrese in< ltrrlt. six enterl)r'iscs
pr,'rlrrr irrg irr<Irr,'tli,rI rrr.rtelial rrir-
r'{)r' l)r'(xIrcls, plastics, gl:rss. rr:arlrlt.,
puint, ilIrd building rrratcrials). thrrt
i!) cl(.tr'()nics. ln(l llt() l)rinting cn-
tcrl)r'iscs. Meanwlrilr', (he Xilrrclr
Spccial liortorric Zortc had teltilit'<l
nin(. su( ll entelpt'i\cs. irrclutlirrg Iirrrr
pr()(lu.ing cle( t r(,rrics. a building nr:r-
teria|i l)r'()jecl, lrD(l :r (crarri(s Ill(-
l()r').

The issue of annual reneu)al

Irrvt'stols attcnrpling t() (ill(ul.rrc
prolitrrbilitv bt'lolc rnlking irrtcst-
Drerll (l('( isi()ns rr( c(l l() be ablc to cs-
tirllul( ('crrrrltcly th( l('ngth (ll lilllr'
th!rt llt(-v will br cligil>le li)r pir.li( u-
llr lrt trclits. Altlrrugh Ii)r'cign irrr( \l-
nrcrl ('nlrr I)riscs (,llcrr can ohtairr in-
Ii)rrrirl in(li(ati{)r\ ol their'prosptr ts

foI alrPloval lior]r Nl()F[]RI, irvcs-
t{)rs allrtn()t ltt' r t'rtairt horr rrarrt
vc rs tlr(ir cer'lili(irli()rl rvill lasl lx-
caus(, l){)tlr e xp(,rt-( )r'i(,D tcd all(l tc( lr-
rrokrgitallr advitnr'('(l slirlLls rllrsl l)c
rtvicwt'rl annually. lrr a<lditiorr, tlrt.

\'('xr-r'r(l Irrle\\'ul ploct'ss is pr()lrlcrr-
lrti(' l)('(ilr.rse .joiDt vcrrlures rrrrrsl
rrrk( lirrancial .rl('ulilli()ns li)r' Ihc
ncw \rJr-L)ng bt,lirrt' that tirnc.

Sortrt' L'S cortrp:rnits r\'ith in\cst-
nrcnts in (lhinl ll]!.' sul.lgestr'(l lllill
(eIli,i( irli()n be \,ali<l loI lir,e !caIs, l)r'
irr sorrt.t'lrses l'<rl tlrt, lil'e oI tlrc v(.r-
trrrt'. owrver-. sr) Iill the (lhirrcsc
hart r'csisteti stttlr srrggcstions. l.arlt
rr'.rr crrtcrpri.r'srrrtrrr rcri[r tlr.rt tlrr'ir
pr(xlucti()n pelli)r'rrrn( c lrlrr r'lrrts
(-()ntir)rrilli()n ()l lhc ( rlerl)r-isc s slx'
cial slirllrs. II tlrt, r'car'-<'rrd vt'r'ilirrr-
ti()n t)r'()(ess rcr'r'alr tltat thc ('nt(r-
pris( is n()1 rnc( linl{ rc<;uirrrl
stiln(Llr'(l\, it nrrrst Prrr tlre p()r'ti()r ()l
til)( (lc(lu(tr'(i ()r (\crnlrte(l (luIitlg
lhxl )1'ar'. llut crrttrlrliscs I'irilirrg to
lnclsrlr. ul) still ll.r!c .l ( hllDce llr r(.-
(lr('nr tlr('rtlsel\'e\ lll( nctil \cil! \r'itll-
|'llt Ll,,rrr{ lllr,'rrHlr llr' rr'ltt,k,rrti-
ficatiorr 1>rtxess agailr. ()nlr il rrrt

cDlcllrr isc [ails tlrc rrrrrrrral insPt r tiorr
[or tlrrr'r (('r:'c( uli\(' rtar's lill it.
.ellili(.rtion bc P()ssiblr Ierrrkt,rl.

lor(.ign in\e\t()r'\ :u'c plea\c{l l)\
lh( l)( ncfils availirl)l( l() (cllilic(l
tet hrr()L rgir allv lrtlr illl( (.(l and c\lx,rt-

orierrtctl ertterprists, btrt thcv still
havt rrrarr! (lucstii)ns lrhorrt this rcla-
tively n(tl p()li.v. Sir(e the Iirsl
grorrlr ol cxp()r-l-()r-i('nlcd and tr(lr-
nolrgit allv advan(((l ('nlerpriscs r'(-
cc ivcd r ppror al rr it hout go irr g
lhr(nrgh ar\ lirlnrll rrl4rlicatiorr pro-
cess, ucither' (llrirrt.st. olficials nor
folr'igrt irtvcstors lrart lt'I had rrrrrclr
pru(ric:rl c\pelien(c in rpplrirrg thc
ncr{ Pr'()\ isi()ns.

-.\s wilh (,rher nsl)c( ts offoreign irr-
veslrrr(nl irr (lhirr:r, th(' Iirrcign irrvts-
tor''s ll)ilil'r't() ()l)taill nnd keep prcl-
eic liitl \lilttts as lttt t.xlr{)rt-orit.Dterl
()r lc( lln()logi(illl\ arlrant'ed t,rrtt'r-
plist' rr.r;rril.ts ltlr lrl(lclstarr(lillg ol'
the irlclll ()l tlrc (lhirrtse Ieglll:lliorls
an(l il *illirlgness t() co()pet-alr rvitlt
llr( r( l( r.rlrl \lt )l'l RI,rllir< s. ll r t'rtt-
fietl r:tttt rptises stu\ irr (l()se (()ntlcl
sitlr tlrt' local approral authoritv.
llle! ar'( likelv lo lrt<orrte au,art rrl
I)()lcrlill (llaDg(s ill lhcil statrrs lx.-
lirr'c thcr rxcur. lll(, bcllea invcstors
un(lclstan(l th( r r(luirctllents. lltc
bettct thcr c:rl rrrrrlt'rstund, arr<l t'r-
I)laill. wh\ :r pr'(,i((t slr()rrld {luillil\
lirl slxtial status. ,i,
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Reforms crea,te new opportunities

Liberating thsl,:u:rd

fTllr, \lr.,rr.rX( ,rl l.rrrrl rrr

I (,lrirra ir rr,'u rr'.,rArrircrl .rs

I :r b.rsir rorrstr.rirrt orr ctr,-

-r- ,(,rr' grr,r\'rtr. (.rrrr:r r:r'('\
a prrjc<tt'tl 1.3 nrilliorr h((tare (11.2

nrillion ;rcrc) shortlull ol agricultttral
land lrr tlrt' tear 20:)0. 'llre <'ourrtr'1
Dlusl n()l ollly consclvr' agricultrrral
land to li'cd its gr'orvirrg populatiorr,
bul al ll)c sanrc linrc Iirrrl sullitictrt
land fol irrrlrrstrial. r'orrrrrrt,rt ial, and
resideutiul dcveloprrrcrrL

Sinct the 1950s. larr<l has bet'n a
Irec.()Inrr(xlitv f()r nx)st (ll)inesc cD-
terpriscs, wilh tlre cxccption ol a

snrall nurrrbcr oI collcr tirt's and irr<li-
viduals who paid thc St.lt('an annttal
land-use fi'e. But growirrg denranrls
r,rt tlrr' l.rrrrl ltrr'e gr'.llrr:rllr lerl to rts

recognitiorr irs an e< orrornir' resour t t
rvith its os'rr valuc. (lhirrcsc officials
haTe < orr<lu< tcd extt'nsivt. resealch
on frrrt'igrr land controls and tax sys-

tenrs, pal.li('ularly in plar!s like Hortg
Kong whcle a sigrriti(irll l)r()p( )t-t i( )rl
of gor t'r rtlttettt rcr't'rtrrt, is raist'tl
lhr_ouglr pr()perlv ta\irli(,n. Thesc ()l-
ficials are now in thc process ol
rlrangirrg tlrc uay (.lrirr,r's lattrl rs

viewed-and used.

Changing lhe ground rules

Throughout this de( adr, and espc-
cially sincc 1986, the governrnent has
pronrole(l ellirrts to ilrprove the
systenr r>[ land use anrl administra-
tron. A. u restrlt, botlr (llrinese crrti-
ties aird ft)reign investors are finding
a changinSJ regulatorl environnrent
and new opportunities for land
developnrent.

The lirst orajor step in China's
nrodern land-use ref<rrnr came with
the introduction of a rrcw constitu-
tion in 1982, which abolished privatt:
land owncrship an(i pul all land irtto
the hantls of rhe State and rural col-
lectires l.irrrited prirltt. onnerslri;r
had been allowed sincc the 1950s.

q

,
but lhc l1)tl2 constituti()n eliectively
expropriated ttre pri\ ately owne(l
residential plots of nrillions of peas-
ants and rrrban fanrilics. In return
these h(nne()wners received Iand-trse
rights to thc plots lrt rreuth theil
homes, while retairting ownership o{'
rhe actual buildings. This change dicl
not have nluch practical effect, sincc
restrictions ()n the sale. transfer,
lease, arrd nr()rtgage o[ land since lhe
1950s had long sinee rrradc land own-
ership rights almost urcaningless.

The elinrination of China's remirin-
ing private ownership irr 1982 ciirl,
however, pave the way lirr the cre-
ation ()l-a Dali()nal land nlanagemcnl
systenr based on exclttsive publir'
ownerrlrip arrd mixed puhlic anrl pr i-
vate use. l,and refornr nrovecl further
ahead with adopti()n ()l (lhina's first
rnodelrr l,uld Man.rgcrrrcnt Law irr
I 986. lrnplcrnentirrg Regtrlations Ii,r'
this la$, expected Iatcr tlris tear.
should clarily how the <hanges out-

Pern Keller, a lauyr atith th? Carm-
diat lau lrrm of BulL, Housser U htp-
per of lhnrcuter, Brilish Columbia, re-

sides in lletjing.

lirrerl in tlrt l..rntl I\laDugtnrcnt l-arr'
are to bc iuslilrrted. irrclrrrlirrg prrx'c-
rlttre: li't tIl.ii\lcrirll Irrtrtl,'rvtterrlrilr
and usc, larrrl-rrse appr'oval, and pcr -

haps a rl<'tlrod to irrrpose land-ust
Ii'es orr (lhiIrcse lan<l trscr s.

New forms of managment

Adnrirrist rat ive changes ale already
nro!ing allead. The new la$'central-
izes national lirntl-use control under
a neu l-and Managcrnent Bureau,
which reports directly to lhe Slatr
(louncil. l'riol to this, land manage-
rlent was lr'lt l:rrgel) t,' Ix:rl arrth,rli-
lies. But the c()untt'\"s lax and unt'o-
ordinated land-use polity began t<r

pose severe problents, cspe< ially dur-
ing the rapid econonric cxpansioD ol-
the 1980s. The bureau's rnandale,
therelilrc, is t() stenr lhe alarrning l()ss
of preciorrs {arnrland rvhile providing
ftrr Ihe nccds of urban dcvclopment.
'Ihis yerr the bureau is expected to
introduce sonrc 20 new regulations
()n land use. including several dealing
$ith land pr-{)teation issucs, such as

halting corrslruction irr designateci
wildlife sarrt tuaries an(l s( enic areas.

A new laycr of provincial and local
l:rnd rn.rrrageruertt dcl)ar't rrent \ is
also being fornred. largelv fronr exist-
ing local land authoriries. These local
departrrrerrts will he lt'sponsible fll
implenrerrt irrg tlre [,and Management
l,aw arr(l lhe regulali()ns and
direttivcs issued by lhc l,and Man-
aBemcnt Brrreau. By early 1988 all ()f
Ohina's pr()!inces and approximately
half ()f its ( ()unlies hacl ;rlready estab-
lished thcsc departments.

The [-and Nlanagenrent [,aw also
creates a national regist!'1li()n sJstem
for land-use rights, previously' an
area ol great uncertainty. Such a sys-

tem will allorv accurale assessnleuts
of land-usr: fces and other taxes and
provide clear statements of owner-
ship (an<i leasehold) for purposes o[
nrortgage an<l sale. It creates a reli-
Jble irsrrlrncnl fol lesolving dis-
putes ()vcr land ownership and use.
as well as ne$'procedurrs for expro-
priating c()llccti!e llnd for capit:rl
('(,nslIU(tiotl Plojetts. As part of thi\
effort, Shanghai issued its first 600
land-use certificates in Jartuary.

Land-use rights Ior Ioreigners
Although lirreigners ;rre basically

forbidden to own land in (lhina, for-
eign entitit's were granted fixed-ternt
land-use rights by the Sino-Foreign
Joint \t'rrturt, Law of 1979. Due to
the weakncss o[ the <entral land

Perry Keller
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brrreacratr lrt tlrat tinre, this larr' rlirl
little but t tcatc conlirsion ar:rong Ir-
cal land arrth()lities. wh() wr.r'('it(( lrir-
1()nled t() ir(l lror nrethods ofco trol.
Ii,'reigrr l..rn,l-l rt l\leasrrrcs rrcrc ir-
sued in l1)lt(, t() l)r()r'idc s()Il(. Kui(l-
ance, stil)lrlltitlg :rnnual larr<l-rrsc Ii,es
Iirr foreign crrtcrprises ranging Ironr
a Y5-*'1t00 lx,r- s(lulre rnctcr. llll
lhese br()a(l lirtrits rrnly en<otrragc<l
Irx alities to sct il wi(le vari(.ly ()l llln(l-
rrse fees. llrt. loirrt Ventrrre l-arv Irrr-
l)lenrenling Rt'grrlations ol I{)lll} irlso
oflerecl lit t l<. lrt.lp.

[.and usc lrt Iirr cignerr arrrl lirr t.ign
irrvestnrt'rrl cltct-l)t-ises is n()t (lir'(..lly
:rd(lressc(l l)v llr( l1)tlti t-anrl i\larrlgt-
nrenl [,ulf. Illsl(]ud it will lrc rlt.alr
rvil h in scpar iltc State (irunt il r cgrrla-
tt)ns curr( ntlv lrt ing draltcrl. 'l ht's<'
regulali()ns rl;11' ll()t be nra<l<' Ptrhli<,
lrorvevt'r. until orgoing exlxlirrrcrrts
in serer'al (:lrincsc (ities lrar't, lrt.rrr
elalualed (rrr lrox, p. "12).

LJntil tlrc nt.w State (irunt'il lcgula-
ti()rts al)pe:rr. lanrl ir<quisition lrv Iirr'-
eiHn ill\'esllr]ellt (. lcrpr-ise:i rrill (()ll-
tilue l.' lr(.,.1o\rrnr:d hr rlrr. loirrr
Venturc l-arr arr<l its Inrplcnrcnting
Re5nrlations. lhc rrew I-and Ilanage-
rnerlt Bur('arr rvill inrplenrerrt Iirlcigrr
lan<l-use Poliry, whilc irs Lrt al rlt.PaIr-
rnents will b<' rr.sltonsible [irr rlaily str-
pt'rvisiorr ol lirrcigl land usc.

Hou loreigners acquire land
A folt'igrr irrr'<.stor who n(.e(ls l:rn(l

Iirr cortslnrt tion nllrsl firsl ()l)txil tll(,
Iighl t() usc it. All in!esto!-cilll d() tltis
<lilcctlv. tlrrorrgh the in\'( sltu( nr v(,-
hiclc, lirlLrwirrg rlr(' saote I)ro((\ku'(,s
as any (lllinc\c (.tttit\. Ti) nc(luit('thc
use of Statr larrd. the lan<l-trsc r ights
rrust [iIst l)c sullcDdered t() thc Slalc
bl the culrcrrt holder'. an<l llter! t('ils-
siHrred I'r tlr( St.rt( t') tlrr l(,1'(,rllrr in-
r'(-stlllelll crrlerl)r'isc. Horvt'r't.r, rrrosl
irrvestols ar-c irrtercsted in (lc\ r,l()ping
\uburban ()r rulill pr()pe \, \1'ltich
lends l() l)( toll<'ctirell orrnr.rl larrrl.
I-oreign irrlcsurr<'nt enterl)r'is(,s (!lll-
n()l use (()llc( ti\('l\' ()wned lilIl(l witlt-
()ul Ilrsl Ililvirg thc Slate rcquisili()n
thc ()wnct'sllil) ol the site I\rrrrr the
t ollective.

Becatrse oI th('c()nrple\it\ (,l lul(l
acquisitiolr. tl.ln1 ft)reign in\csl()t\
l)rc[er t() lct thcir Olrinese ltarrrrer
deal with tlris tinle-(()nsutnitlg l)t()l)'
lcrtt. Sonrclirlrt's the Chirresc joirrt
vcnturc l)lr-lll(.r- does all this irs an
agent f()r' lh(.ir)in1 venture.,,\n()llrrr
r,rrrrnr,'rr .rltcr rr.rlrrt is for tlrt (.hi-
n(,se parlnct' t() pr()\ide latrrl as lxrrt
of its initial calrital trrntrihrrtiotr to

the l)r()jc( r.
r\ltlrorrgh thesc nretlrorls rclieve

thc Iirlt'igrr partlcr Ir'onr g()ing
thr(,lrglr rlr( land 1l)l)li(illi(,tt l)tr)cess,
thcr( r)iry bc rlifficultv l:rtt,r'irr r<.r'ifv-
ing llrrrrl at r;uisition cxprrrdiiures
nradt ott lrchall of th(,.j()irrr \cntrrre.-Ihc (lhirrt'se side s (()ntril)ution ()1'

larrd rner or nrav n<)t i cllrdc pxt D)cnt
()l- lltn(l-Lrsc fccs and/oI iltty addi
ti()nill clrilll{cs. M()t'e(,lcr, tltc (lhi-
nesc ittttl I'rrteign pattllcl.s rrrirv have
tlillit trltt agreeing on a lail v:rlue lirr
lhr l:rn(l lx'ing c()ltril)ut((l l)v lhe
(ilrinest, si<lt,-a p:rrricul!u'l\ trlevilnr
issue Iirr joirrt rcntures irr shirh the
t:rPit.rl r','rrtlilrtrti,,tts ol l)r!tlr I).['tics
detcrrrirrc the dirisiorr ol profits, as-
sets, anrl liabilitv.

\\'hcn :r lirreign ilvcst()t'(l()e! n()t
r!rung( l() r-e(eive lan(l rigllts s a

capital .ontribution Irrrnr a (]hinese
paIIrci', lllc inr'estor rnrrst itl)pl],for
the l:ln(l-usc tights fr()ttr tllc l()(al
lan<l orarragenrent rlcpall nrerrl. A
(()n1ta.l l{()\'errinB lillld rrsc rn.l
length ol (x'(upatt)r will l)c (lrirwn
rrp l.)r tlrc lantl managenrcrrl tlepart-
n)ent un(i usu:rlh signerl lrr thc lirr-
eign in\.sl()r and lhe kx al land nran-
agenrrnt (l(jplrlnlenl. .{s itl inli)rDral
altcrrliltiv( in sonre r'ascs, il land-rrsr
certificatc is issued settillg olll tlre na-

trrrt an<l length ()l li)r'rigl l.rnd use.
\\'hilc the State cxcrciscs a rnonop-

olr or't'r land ()\v!telship, the!'e is n()

1rIo|ribitiorI agairrst th<' Pt-ivate own-
elslrip oI buildirrgs. (]hinese law
lrc:rts l)uildings as entitelv separale
l)r()l)crtv fronr thc land benearh
llr('nr. In recent rears Plirate buikl-
ing o* rrership has Ilrurished. as Chi-
na's hurgeoning tlass of rvealthy
l:rlnrt'rs has built honres on the land
to whith they holrl larrrl-trse rights.
,\ltlrorrglr tllet'e iu'c n,, prrrrisionr irr
(llrirra s Itational larvs <,xPlicirlt grant-
ing lor( igners the t ighl t() ()wn buil(l-
irrgs. local regulati()ns purporr r(,
pr'()lc(t llre righls of lirrcign investors
l() ()t!u, sell, lcase. lrnd ri1()rtgage
lrrrilrlirrgs. Since all lirrcign invest-
rn('r1l itl (lhina is crrlrcnll'r'lintired r<r

.r Ir\((l lerrir. llr(\(,tigltt\ rrill expirt'
at tllc ctrd ()[ tlte in! csl ntrnl c()ntra( t.
;\lthotrgh feu' lirreigntrs lrave been

l)elrnitt('(l to purchasc title ()fowner-
slrip r,r lrrrildings irr (llrirrrr. irr cerrairr
arcas, lirleign citizels of (lhinese an-
(( \tr't illl :rllo$'t<l t,, l)tlI(lrrse re\i-
(l('nccs [irr lhenlsclrcs ()r relatives.

Land-use fees in lux
l'orciglers nrust par lirr the riglrr

Ir) lrsr tlle land they lr(rlrire. For tcr-
tirir tvl)es of lirlcign inlestrnent en-
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trrprises. nl()r( sp( cific land-us( lccs
lll( rx,\{ r'rl)ln(irtg lhe \.agtle gtli(1,'
lilcs ol thc early 1080s. t'r'ior to
l1)8{i.,,r11 (ilrirr:r's spet'iul trottotttit'
z,rl|(r tSt.lr) :rrl(l rrl'lrirtl troltr'tttir
lnd tc(lrr()lr)gical devel()l)nlcnt
r()rcs (El I)Zs) r!('r (' itble t() ()lli'r sPe-

< ial land-ttsc ittccttlivts t() forcigtl( I s-

Ihlt since tllc :rl)lx':u'ilnce (){ lll(' l1)13t;

Itr'ovisions lirt lltt litrcouragctttctrt ol
ii)r'cign Invcslrrrerrt trtany citics ltavc
(.()rle ul) \!ith sPt'r'ial incentitts Ior
li)r'cig11 irr\t.\lrrr(Irl [)r()ieals-l)I()-
\i.le(l rl',rI tlrcvr;rr.rlili ds'r\l)',1'l ('ri-
( nte (l ()r "ttrhrtl)l()gitallv a<l-
\'.rrr('c(l etll('tl)tiscs (.t,,1 p. :l(i).

\4'hilc tlrt sc ir( ( nlives !ltrv. lrxrsl
oflcl excnrptiorrs 1l-onr lan<l-ust li^es

rluri g conslrrrt tioll :rrd start-trl) l)e-

frrrrrr Y.li ro Y70. ()rcIall. tlrcse ratt s

Ir:rr< lrt't'rr c()Dling (lo$n irt leaerll
1cals. Irt Sltanglrai, lirt- irtstalrtc, tlte
uplx l linrit Icll frotn Yi|0{) pr squale
rn(:lct' in l!)82 Io Yl00 pcl rquare
rrrt'tt t' irr l1)86.

Avcragt llnd ust lics alc still
Irr!t.r'iD (lhina s Sl.ls arrrl l:lDZs. In
llr('\ilrncn antl Zhrrh.ri S!.7,s. lirr in-
\1.llrrt', Ilr(, upIcr lirrrit ir .rPpr,,xi-
rr.rr( l) Y2{, I)ct \(l(lirr. rrrt.tcr. Atrrl itt
l](ilrli [:tl)Z in (ittattgxi l'tovirt(e,
tlrc rr.lxinlrrr ,rrrrrrr:rl l.rtr<l-tr.t' lct i.
jrrst Yir 1rr \quilr_(' rl( lcr.

'\ltlrough lces r;rt'r gt'<'atlr br re-
giorr. sonrc gcncral prirtriples apph
irr rlctclrrrining larrrl rrsc ratcs. Thc
l r\'c.il r.rl(\ :rl'( ,,llcll l'( \(lv((l l()I
rrorrr ornrncrcial dcvt loprtrcrrt such as

CREATING A REAL ESTATE MARKET: Experiments on the fringe

Experiments in several Chinese cil-
ics are (esting ner,v ways to lease long-
term land-use riShts to foreign and do-
mestic "buyers" while retainifiS rhe
Statc's ultimate ownerchip. lf succcss-
ful, th$e expcriments may even(ually
become (hc basis for furlher national
reforms. Approval for thesc tentativc
and controversial forays inlo a rcal cs-
tate market comes from fie hiShest
level, China's State Council.

ln late 1987 Shenzhen and Shang-
hai became the first cities to experi-
ment with leasing land-use rights to
foreigners. The tuo cities can scll
lhese righr! for fixed periods, during
which the foreign investo6 may con-
struct industrial, (ommercial, and
residential properties and sell, leasc.
or mortgage the buildings and land-
use rightr. This February two morc cit-
ies entercd the apparent compatition
to devclop innovative land policies
tha! aatract foreign investor intercst:
Haikou, capital of Hainan lsland (Chi-
na's neifcst special investment zooe)
and Fuzhou, capital of Fujian Prov-
ince. Scvcral other cities arc also ex-
pccted lo begin conducting land-urc
exp€rimenB in thc near future.

Shenzhen, China's most developed
special economic zone, learncd lhc
ropes for scllirtg land-use riShts by
6rsr offering land to domestic bidd.rs.
In China's firsl salc of land-usc rights,
which rook place in S€ptember 1987.
the China Acrorechnology Imporl-
Export Corporation won a 50-ycar
lease on 5,300 squarc meters of undc-
veloped land for the price of *1.06
million (appr(,ximarely $286,000).
Foreign enterprises participatcd for
the hrst limc in an auction ofland-us.
righrs in Decembcr 1987, in whi.h a
foreiSn construction company paid

more lhan t6.5 million for the righls
to I 1,5 acres in Shenzhen.

Shanghai, with its high population
deruity, revere shortagc of land and
housing, and badly deterioraled infia-
stnrcturc ia another logical sPot for
land-usc experiments. Thcse erperi-
ments not only Promise to increase ra-
tional use of land, but-as the munici-
pal govcrnment is fully aware-will
r6ull in much-needed hard currency
revenucg from foreiSn land leasca.

Shanghai's municipal regulation3
goveming lcaliIl8 and land-w. riShts
for lorcign inveltors went into effect
on January I of this year, providing a

framcaorl for the city's experiments.
Sel€cted plots ofland willbe leased for
20-50 yeaB, wi!h renewal contingent
upon municiPal Sovernment aPProval.
In devclopinS t}!e land, the foreign
pany can build factorics, shops, or
cuhural faciliti$, bua must conform (o
the municipal urban planning code.

Shanghai's first intemarional invita-
tion to bid will be offered on a 2.5 acre
plor in rhe Hongqiao Economic Dcvel-
ophcnt Zo[e somerimc bcfore July.
Trvo other lites may also come uP for
bid bcfore thc end of the year. One
likely candidate is an area of ncarly
100 square kilometers in thc lcss de-
veloped Pudong District on th€ east-
em shore of the HuanSpu River that
has bccn rlarcd for poteDtial dcvclop
ment by forcign parties.

Fuzhou i! not far bchind. E:lrly this
year thc municipal authoritie auc-
tioned off the land-use right! for a .31
he.rar. plor of urban land. The pur-
chascrs, a Hong Kong $ouP, Paid
?1.58 million (t1.24 million) for the
lard, upon which they plan to build a

I 5-slory omce buildinS.
Fuzhou was also thc rite of an-

42 The China Business Review/March-April 1988

riods. errd soDrrlinles litt'tht t ledrrr-
li()ns li)r' xn extended tirtrc l)cIi(,d.
l'rojctts Lr<atcrl in "busr" rrrbalt ar-
eas" ar'e olit'n exenrple(l Itottr prc[:
erenlial I rrnt nlcn t, :rltlr()ttglt nt;rtty lo-
cal prorisiorrs do not dcfittt rvhal
areas Iall urrrlcr this telrl.

Be( rsc the celltril g()\'et'rlnrcrlt
has scl Iiiv spctific gttitlclirtt's. krcal-
ities arl llcc t() ()fli'r il rvirlt range of
land-trsc lits. As a resull, (lhitrit now
lras lL c()rrl)licxled patcltrvorL ol acl-

nrirristrativt'ly sct {ees that attcrrrpl to
pla(c a vrllr( on diflilcnt tr'pts of
larrrl. lk ijing s stardxr(l ((,rnrncr(ial
lanrl rrsr lits range atttwltttc Irorrr
Yl to Yl.ir0 p(r' square lrclel l)er
year. 'l ll( r'rlc irt Shangltai is l)( ltlcen
Y.5 and Y100, and ir (iuirngzhou

othcr rcal eslate development of
great interest. For the fiasl time
since 1949, municipal authorities an-
nounc.d in February that they will
permit foreign 6rms to buy rhares in
China's Staie-owned factorics. Offi-
cial3 say foreigners with a majority
stakc will be alloucd to manage
thcae firms independent of Chinese
participation.

Thc big question behind these ex-
perimcnb i! whethcr or not China
plans to offer forei8ners full owner-
ship as undcrsrood in the We!t, which
implics thc right to parN property on to
onc's heirs in pcrpctuity. For now'
foreign ownership in China still Iooks
more likc a long-term lcase, in which
foreign interests may own the right to
somcthing for a sct pcriod of time
only.

But a.lready soma land-us. exp€ri-
menls appear ro bc in clear violatio[
of China's constitution, which states
that, "No organization o, individual
may appropriate, buy, sell, or lease
land or unlawfully transfer hnd in
othcr ways." According to Sovern-
ment officials, this apparcnt divcr-
gence from thc conslitulion ir allowed
only because these arc expenments.
If, however, they are evcDiually incor-
porated into oational policy, a chanSe
in th. constitution would probably bc
necellary-

Thus, unlike other form! of invest-
ment, China's elp€rimental lonS"tcrm
leascs lacl constitutional protection
and are particularly vulncrable to
swings in Chinese policy, Withour
changes in the constitution, many Chi-
rrcse and foreigners arc wondering
how much farther thcsc expariments
can go. -Ann Elizab€lh Dean

and Pcrry Kcllcr



edu(:rti()r1al, I)ubli( lrt lllr, ()r inlru-
slr u( lur(' irnlrlovcrrrcrrt projccls.
F()r('il{n irrrcslnlerl cIllclpriscs lhal
It.rvc lxtrr rertihcrl rrr "r'xP(ttt 

',t'i-
clltr(1" ()r' tr( hu()l()gi( xll\ il(l-
vnlcc(l pal slighrlr Irighcr Ii'cs.
r.lrilt, ,,tll( r lr.rtlsln,rl.lli{)ll aIlrl ill-
dustlial crrtclpriscs gcu( rally pay still
higlrel Iirtt's. At tlrt' lur cntl oI thc
sprctr'u r. sct-\'i(t. l()urisrlr antl torD-
nrcltial crttct'prises ttsttallr par top
tLrllar Iirl rheir l:rn(l-us( rights.

Ar r or rlirrg I() thc Irrl)lerncrlling
Rcgrrlrrtiorrs of the [,.t1uity.loint Vt rr-
trrrt l-.rrr ol'l1171l. tlrc l.rtrtl-use Ict tr
to lle sct irr a('( ()r'dlln( ( r!itll - . - ( x-
pcnscs Iirr reqttisition, tlenrolit i.Ir,
and Irs('lllcnleIlt...' lrrrx)ng ()the!'
factors. Starrtlaxl (ilrirrcse irtterprcla-
tioll is rlrirt tlre li't is only set witlr
tclcr't rtt c t() thcsc ( {)sts, arr(l :{ll
(halg(s Ii)r l:rn<l applopliation arrrl

PlcP:rirti{)11 a!e l() l). 1)()rrle srpa-
latrl\. l\l()r'(' r'e.ent l(x irl lan<l lcgisla-
ri('n. \lrlr ir\ tlr( l!18{i Sharrghui
Sirro I olcigrr .J()inl E(luitv f,nt(r-
plist l.arr<l-trse Rt'rlrrlatiorrs, < lcar lv
statc lllilt lirreign crrttrptises are t'c-
sporrsiblc lirl all char gcs orr top ol tlrt
lantl-rrsc li t .

Additional charges

Manv .ities Iev! sulrrtarrtial sitt'

tlereLrplrrr'rrt li't's' irr lrrl<litiorr to tlrt.
basir larr<l charge. flrrrs, li)r'tign cn-
l(lpriscs ilr'('olierr subjcct lo il nurn-
l)cr ,,1 otlllr l;rrrl-rr'l.rtrrl r lt.rrgcr irr-
t lrr<ling:

Because the centruL gouent-
,nent has set f?u speciJic
guidelines, localilie-s are free
to offer a uide range of land-
use f?es. As a result, China
nou hLs a complichled patch-
uorh 0l administrtiliuell set

.fees that uttempt to pLace a
ualue on diferent tlpu of
lanl,.

. A Irttblir ulililics ((,r)stlucti()rt
lttttl t'orrrrt r'tion [ee Iil' scwage trcilt-
tr{ lll. tt.rl('r. g,rr, .rrrrl lrr..rt [.rr ilirr
r ortst ttrt I irrrr 0rrlsir.,, thc sitr'

. A l)ul)li. rrtilities corrstlur t ion fec
,,,rerirrg rrtilitr r'rrrrstrrrr'tir,rr rr'il,lrrrr
lhc sitc.

o A char'gc lirr any a<l<litional pub-
lit rrtilitl rrrrrstrtrctiorr undcltaken to
rrlcet th( lirr'cign errtcrprisc s re-
tlLrir ertrcrtl s.

Ljtility t orrst nrction clrlrrgcs are in-
tcn<le<l to rrrake for.igrr irrvestors
rhare tlrc costs of irrllastrtrcturr
dcr'ekrprttctrt. Sonte inr cstors have
lrten hit \titlr large, uuarrri<ipatctl
lrtilit\' ahnrg('s wcll after t orrstrrrction
111q. lregrtr. ( ilrtrtese r,lLr i:rls r lrirrr it
is rlillirtrlt l() tstinrxt(, tlrii (harge
r';rllv on. as it takcs tirrrc lo detcr_orine
thc lirll clli'<ts o{ neu'rorrstructiorr.
'Ihis area rc(llliles thc sp(cirl atten-
li()n ()l' I)otcnlial invcstors, particu-
lally wht.rr ( ()rdu(ting li.asibility
strrdies arr<l 1>rcparing ( ()lltracts.

A fotcigl ittrestor rrho acquir<s
l.rrrrl rlirrr Ilr r.rtlrrr tlrarr Ir,'rrr tr (.lrr-
llCSe Pil!-tn(r' nlust als{, Pa} c()Ill-

I)ellsati()r) 1i\.s 1() any cnl ity that Inust
lrc nror'<rl Ir'()nl lhe site t() il(( omnl()-
rlate tlrc lirrt.igrr entcll)r'iJc; and/()r
t() allv l)ri(,r rxcupanl $ho has sul-
Ii'r cd t'corrrnric loss due to loss of the
sitc- Tlrt'sr. I('(s are n('H()lial)le an(l
var'\ glclllv <lePenclirrg orr krcation
rrrrd prior rrsc ol the lan<I. lrr Beijing
( ()nrpensali()tl rates havt, <loublecl

P.R.C. Business Firms in Hong KonS
and Macau: The first annual directory of
mainland Chinese affiliated business en-
tities in Hong Kong and Macau is schedul-
ed for release in January 1988. Some 500
entries have been compiled in a
cooperative publishing venture belween
the U-S. & Foreign Commercial Service
of the U.S. Consulate General in Hong
Kong and The American Chamber of
Commerce in Hong Kong.

A team of U.S. govemment staff members
and business people aclive in China and
on the executive committee of Amcham
HK's 6OJ-member strong China Commer-
cial Relations Committee spent months
compiling and checkinS lisrings.

There are three major categories of
lisrings: geographic distinction. which in-
dicates national, provincial and urban cor-
poralions of China: generic distinction.
which covers six major industrial or
service categories specilically - Banking
& Finance. lnsurance. Oil Companies.
Shrpping Agenrs. Tra\el Se rv ice \.
Publishin8 and News Media: Holding/
Parent firms, those wilh extensive sub-
sidiary networks. Chinese names of fimrs

are givcn in a separate appendix. Price
US$17. (includes airmail p()sta8e).

Chin. Commercial Relations Dir€ctor!:
Now in its eighth year as the prime source
of information about Amcham Hong
Kong's leadinS China trade and lrade
service companies. This biennial publica-
tion conlains over 230 company listings
and a separate Products & Services
directory to lhe companies. Price: US$20.
(includes airmail postage).

Checks lbr the books should be made
payable to The American Chamber of
Commerce in Hong Kong and senl with
o.ders to the anention of the Publica-
lions Manager. Room 1030. Swire House.
Central. Hong Kong.
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Now Available
The CBR Magazine Binder

Protect Your Valuable Issues of
The China Business Reaiew

Ensure easy reference to the most comprehensive source of information on
US-China trade. Keep your issues of Th e China Business Reoieu, in order and at
hand in the attlactive new CBR binders.

Each 9'x12" blue leatherbound volume holds six issues (one year), and is
embossed with The China Business Reoie@ loto. Your issues are easily inserted
or removed-no need for punch holes or other permanent damage to your
collection.'

Priced at iust $15, postage paid. Order now for each year in your set of CBR

magazines.

'Many back issues are still available. For information on replacement issues

to complete your collection, call 202 / 429-0340, ex|.229.

YES, I would like to order 

- 

CBR binders at $15.00 each, postage paid.
(toreign orders add $5.00 more.) I have enclosed a check or money order payable to
fhe China Business Review, in the amounl of

Name-Tel
Titlr

Compan),

Payment in full is required with the order; US dollars only. Please allow 4-6 weeks for
delivery. Mail to Iie CBR, 1818 N Street, NW Suite 500, Washington, D.C. 20036.

urcr' the lrasl lrro vcars arrrl t orrtitttte
l() r i:ie .

ln s(rrr( lrl(ils the ltxal gorcrlr-
rrrcrrt has r orrsolitlatt'd all th<sc land
at quisitiorr arrrl prcparatiort <ltarges
irrto a singlt' Larrrl l)et'ckrpntcnt Fee.
tlrat can be lriri<l cither in ir lurttp sunt
or on an ltrttttt:tl li'c basis. I his type of
r onsolidatcrl lic is nornltllv cltargcd
tr) l()r'eign r.rltr'Prises tltat lrlan ttr
rrrr<lcllake r:rost rtl the larrrl rlt'rekrp-
rrrcnt lh<'rnsclrts. Rc[<le ltarittg strch
lu li'('an il\'(sl(,t sltorrlrl tltt<rntirrc
cxaclly rvhat il (()vcrs an(l il :l(ldi-
tional land clriugcs nlav slill lx'levied
irr the futrrr c.

Limits to lantl reform
'lhe Statc (ltrrrntil is cxPcriorcnt-

irrg with tlrt irrllrxluclion ol artnttal
l:rrr<l-usc li'r's :urrl land tt-attsli r laxes
li,r (l()nlcsti( .rs *cll as lirrtigr lan<l
rrst r s. A st'stctrt ()l rcnc\rlll)lc lilttiled
k-ascs [rrr (llrittcst'(nlcrl)ris(\ is un-
rk l r r'rrsirk r;rtiorr. Irttl tt.ist.rrrr'r' is

c x I)cc ted. lirrtr'rPIises lll l have
,lrr)\\ll it(({rsl()lt('d lo Irct ttse ol
tlrt il lllrtl orcr tht' pasl :l{) \( ilr's arc
rrot likelr to stlcorttc tltt krr ol
lrrrrrrral l:trttl-ttst ft'cs. Irr hopcr o1'

l)r1)rn()lirlg rrrort c[fitit'ttl rrst' alrd
:rllorltiorr ol rrlban latttl. ccttlral
gr)\ crnnlent ollir'ials ale t'xpt'r'itttcnt-
ing \\'ith lcgulatc(l salcs ol I:rnrl-use
riHIlts neg()ti,rt((l (lirectlv l)) th(' (;hi-
rrr't, rtttrr1,t'iv r, lrrr(l( I lllr sllpt t'\'j-
siorr ol lor:rl l:rrrrl autlrolitics bttt
\r'ir h()ut thc Iorrrtal t-xprolrriation
lrnd argrrisilion pr ot'edtrrcs atrrrcnll\'
r t rlrtiretl.

['he ongr,irtg r hangt's itt tlrc ttse o1

l;rrr<l r-cpr-r'scrrt :r l)ig st( l) lirt (lhina,
brrt thet prob:rblv tkr not Iirr t sltadou
lhc an-ival rrl a IreerrItttlittg lalrtl
rrrar kct. (lhirrtrc iruth()riti('s lla\c
rrradc it clcrrr tlrat lrotlt <Lrtrrcslit and
lirlt'igrr larrrl lrarslctiotts r,lill con_

tillllc to lx slrl)ic(t t() c()rslatrt and
r 1,,.e rr lutirrr lrv l,x.rl ,rrrtlptitic,..
'Ill( (etltral g(l\ct'nrrcrt is irrtr'()du(-
irrg rrrucl:-rrccrlcd chatrgcs itt the
lrrlcs go, crrrirrg lan<l nrattagr:ntclrt
lrrrt it intcrr<ls t() rDake srlr'( thilt cv-
crrrrrte plals lrr tltese rtrlcs.

lltrr c i' l'.utr ul:lr scrr.itiritr
rrl:crc arrlrrisitiorr ol larrtl lrr Iorcign-
<rs is tortrttlrr'<|. Havitrg Lrst <ontrol
,,1' rr,rt i, rrr,rl s,,r'r'rcigntl lrr'lorr', (.lrirra
is unlikcl,v to grirrrt [oteigttt t's Iitc ac-
(cr.s t(, llrt(l lirr dccadcs lr, (()lIrc.
lloucver, lll(r'( is no (l(nrl,t tllrlt the
trperintents (lhina is rrt,rr tortduct-
irrg rvith lirrcigrr lattd-use ittlluen<:c
g()\er-Irrnerl i<ltirs on ltorv l() rcli)rtIl
tlr(, (k)r)l( sli( lart<l svstcnt as tt'll. ir
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USJOINTVENTURES IN CHINA:
APROGRESS REPORT

This study prepared by the National Council for US-China Trade for the Foreign
Commercial Service of the US Embassy in Beijing presents a comprehensive, up-to-date analysis
of US investment in China. Contents include:

o A list of 194 US-China joint ventures with partner names, commitments, equity
shares, business scope, and current status

o The investment setting: policy and legal framework, incentives offered to
investors, and the investmeot approval process

o The US role in total foreign investment in China; types and shares of
investment

o Analysis of US joint ventures: average commitments, locations, sectors,
size, and duration

r Comparisons of US and other foreign equiry joint ventures

o The operating experience of US joint venture partners: what works and
what doesn't

o Conclusions and recommendations: minimizing risk

Available ftom' Department C
The National Council for US-China Trade
1818 N Street, NW, Suite 500
Washington, DC 20036 USA

ZZ4 pages

All orders must be prepaid. $95; $65 for National Council members; airmail orders, add $10

The National Council for United States-China Trade

presents its comprehensive study



Foreign representatiues of Shanghai's joint
uentures rate the city's operating enuironment

U,5,
HonS XonB

ASuwq,of Shanshai

)oirtVenturc-s

u.s.

HonS Xont

Benedicl Stavis and Ye Gang
214

(^t lr.rnglr.rr tt,,rr tirttks .rs ( :lrirr.r'\
\ rlrirrl larrrrirc l,".rlc [or for-

J ; l:L'ili i,lili,"'l',,,,'l''il,'l'ii
Sharrghai s aggrcssivc clli)r'1s t() at-
tlact lirlcigrr c:rPital P:rid ofI lranrl-
\,,nrcl\ in IllS;. \llcrl (,)IIrl).ttrlc\
srrch ;rs -l,rlrrrs,rrr & Johnson. IngcI'-
soll-Rarrrl, arrtl (lar-r icr prlt pen t() pa-

1x,r' orr thcir Shattgltai cotrtracts.
[]llt ()ttc( l Iirrtigrr firnr sets tlP lt

.ioirl r( nlrrre, it rrrust Inre the plob_
lcnrs ol oPct atittg irr (ihina. 'Ihis ltoll
oI rrrarrulactrrlirrg cquity i()itlt ven-
Irrrcs irr Shirrrghiri provides sonte

Pr.rr ti, .rl irt'rglrt illt', tlrr isslles I.t( irrl.l
nrultiuatiorral .joint venlures in onc
(lhincsr. r itv.

A profle of those sompled
-lhis strlv<.r, torrtltrrtt'd flonr l)c-

( enrb('! l1)116 to .lune l1)87, is bascd
trn iltervit ws rt ith ll0 foreign rnan:rg-
crr ol ur.rtrttl.rt trrritrg <quitr i,'irrt
|enttrr-<'s ixalt<l ir Shanglrai (l.z ta_

blc, p. {11). ()r'igirrallr, a target gr()up
ol .11l rnarrularturiltg vcntures al-
r't'ady irr pr<xlrrctit)rl ()r' in the Iinal
plrascs ol' <onslrtrctiorr rvas selecle<l
Ir-orr ir 1xxrl oI alloperating.joint ven-
trrrcs in Sharrglrai. 'l he conclusions ol'
tlrost joirrt rr'rrtrrtc ttr.ttt.rgrr's willirtg
to bc irrlclvicwetl nta! be ntore op-
rirrr\ri( tlriln tlrt' rr,,rrrr irr Shartgltui.
sinr:e rrrarragr:r's of.joint ventures that
lrave btcrr scakrl bacl getrerallr <le-

clint'd to br.' iltcrviewed.
Ilrt loleigrr I,illlrr'r's in Sharrglr:ri r

jr,tttt vcrrtrrrr's r'lrrtgc lt,,nr rtr:riot'
transnational crrr'lxrlations to indi-
virlual errtlclrlcnruls. ()f the ll0 en-
terpriscs sulveletl, I l'| h:rve beett des-
igttate<l ltv Shattghri officials as
"1c( hr()l()gi( ally advanced" in fields
as valicrl as plralnta( cuticals and aail-
rourl cr;rriPrrtcttl. Light otlrer j,rilrt
\r'nlutr'\ w( t'( !\aat(lc(l exP(,lt-,,ri-
trrtc<i" statrrs anrl ntake labor-inten-
sive gotxls li)r cxp()r'l, including tovs,

sweaters, jeans, leather items, and
dentures.

5ur!(.v P.rrli(ipnnts

rq" E] roul polhd

E N!-ld Erc..'di.!

I $* rfih "d!.m.d Ghmrdir" <.iif..io.

rffi,r'j#ffii-.

Ilt ctlid Sktli\ it ttt uliut[l assisld l
pnftt.*r rtJ /liticul scienrc nrtd is asso-

rittlul rith lhc ( )enLer.fir Asian. arul ['a-
dfv Re.scarch d th( Lini ?rsitt of loul.
li (it,tt: t\ lfu ttrr lirtl,tr ol lwhn
(/rrtrz'r.ri/t.r I .\IituI( ol tA'orId L,cottrtn't

it Shangturi.

All six o[ thc lVestern European
an<l Soulhcast ,{sitn firnrs thar par-
tir ipatcrl irr this .rrrrer'lrare r omntit_
rcrl rrr,rrr rlr;rn $10 nlilli()n t(' tlleir
.t()int vcntures. Nine ol the l0 US
pr-ojet ts ar'<' (apitalize(l at less than
$ 10 nrilliorr, while tlre eight Hong
Korrg arrd six lirpanese projects aver-
agerl lrss than $il nrillion. Capital
corrtribrrliott [torn the f<rreign part_
ner is ol'tcu ouly:r srrrall portion o1'

l()lal I)r()i('( t ( al)italization. !lven
large nrultinati()ral [irrrts invest rel:r-
tively snrall anroturts, rellecting the
t'ornnron <lesire lo lrst the investment
watt'rs before jurnping in.

RESULTS OF THE SURVEY
Itlanagcrs sere asketl t() rate, orl a

s<ale of onc to five. the degree ol'
dillicultv p()sed h1'various aspecls of
_joint vcnlurc ()pcrations. Their per'-
ception o{ prol-rlents varies depertd-
ing on the vcnture's size, product,
spet ifi< necds-and sornetimes the
parlrrer's ( ount rJ o[ origin.

Many ntanagers judge the worst
plobk rn trr lre rll( hiHh cosls uf d()ing
business in (ihina, including the ex-
pt'nse ol- hrxrsirrg, office space, ex-
patriate salaries, and benefits. Sonre
rrlrr rag(r\ I.trc:'erir,us problems ttt
bufing law rralcrials f(). inputs, par-
ricularll whcn high qualitv is re-
qtrired. For other ventures, labor or
nrarketiug issues are the m()st chal-
lenging. All agree that China's out-
datcd anrl strained tonrmunications
and t ransporlation systetns aggravate
all ttre ()ther Problents.

Itr neg()tiating.joint ventures the
nranilLcl-s I)ointed out several fre-
quent points ()f contenti(n. Chinese
partrrers generally propose larger-
scalt', rrl( ra-ntr xler-n prr>jects, while
lirreign investors want to start sntall,
using interrnediate technology. The

{r .-il|
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e
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Sl - tlo million

()vor $10 million
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Chinese side often asks the firreign
partners to contribulc cash to thc
venture, while the paltnets prefer to
invest nrachinery and teclrnology.

Despitc all the rlilL< rrlties. [ort igrt
nranagers generalll agree that the
business c linrate has irn proved
slightly over the past lew years. Al-
though il is too srxrn lr) evaluate
whether tlre pronrulgation of the
Provisi()ns lirr the l-ncouragement of
Foreign InTestmcnt in I986 and
their inrplenrenling regulations have
nladc :r signifi('anr inrl)a(r (,n lhe irr-
vestnrenl clilnate, nes()tiations n()w
nrove lirrter, and plarrt rr)nsllu(ti()n
\eems r., be speeding rrP. Sonre joirrt
venture factories havc been corrr-
pletcd in just a year. l\lost joint verr-
tures t-elxlfl that they are ready lirr
producti()n close to schedule antl
that actual producli()n and sales re-
main rt r)r'rreur irritial Projections.

AhD',sr :rll the ftr'|lrs survel'erl irr
Shanghai are planning to expand op-
erati(,ns sl()wly. A l'cw in lhe textiles
and high-tet'h secr(,r'\ .u'e growilB
rapidlv. About l0 Pcrcent of th('
firnrs renrain uncertaiu about futur c
plans, and ,'lly orre irrrlicated that it
will rerlu<e or phase ()ut operati(nrs.
Howevt.r, tw(Frhirds said lhal rontin-
ued inrprolentent irt (lhinese hrrsi-
ness practices lnoul<l bc an important
deternrinant of their future plans.

Orerall, Shanghai s frrreign joirrt
venurr( panners finrl tlre city's busi-
ness environmenl clr;rllenging, ancl
graduallt' getting bet ter.

EXPATRIATE LIFDSTYLE:
Thc nrrurber of workers at each

venture roughly corresponds to the
total t apit:rlization oI the project.
Most of the Ameri(arl aDd lif'ester n
European joint !entures have perma-
nent resident expatrirle managersr
and s.rne cven have ir wlrole f,rlei8rr
tearr irr rcsidence. ',r'irl least an (nBi-
neer t() direct trairrilg programs, test
raw malerials, superyise technical ex-
changes, arrd erslu'r' that the j(,int
venture constantly upgrades its te( h-
nology. Japanese managers prefer lo
visit nronthly and generally do not
bring thcir spousrr il tlrel must lirc
in Shanghai.

The cost of living arrangements [<rr
hrng-terrrr expalriat( srall is a rnajor
complaint ot many joint ventures. A
modest apartment (b,v Western stan-
dardsl r ar cost $.10,000 per year irr
Shanghai. A firnr with an expatriatt
Seneral nranager and engineer ()D

site must therefore budget $80,000

for their atcommodal ions-a sub-
sranrial dcnr in operatirrg expenses.

ArrangeDrents for the farnilies of
expatriirle nlanagers stati()ned irr
Shanghai are also problertatic. West-
ern frrnrs tend to send stalf whosc
children have finishecl high school,
since schrxrling arranBenrenls can be
difficult. Sorne Western managers
feel their farnilies would be happier i{'
they could live downtown, near cul-
tural an<l shopping t crrtcrs, but suil-
able housing in that area is expensive
and extrenrely scarce.

I ong- [t,rnr Hotrsirrg

U.5 Japan Hontt W 5t Asia
(on8 Eun,pc

t se.oui p,oblemr, b.dly.tl.(l b!!'.n!
4: Som. probl€ms, qurle b.d
l: Tole.able problem!

2: cood a an8emenli minor p.oblems
I tr.ellenriirualion, no problenr

PERSONNEL:

According to the survey, Japarlese
managers have the nr()sl rigid re-
quirements [or the training and pro-
ductivily ()f thei!'j()int vcnture per-
sonnel, while Americans are the least
demanding. Despite thrse differ-
ences, (lhinese technicians are de-
scribed by b(,th Japanesr and US
managers as hartlworking and cre-
ative. W()rkers are fret;uently praised
for their prer ision handwork in spe-
cialized manufacturing processes. A
caref uI training pr()gram and
thoughtlill itlcentive systerrs are iol-
portant factors in success.

lt,rs{lnnr'l
(avernSe level of problems involvrng
hirinB, trdininB, productrviry, wa8e\,
and firing workers and technicians)

MATERIALS SOURCING:
Buying law rnaterials an<l other

g,xrds rrtr Lx rrl Ittarkets as irrlltttr [,'r
the manufacturitlg proccss is verv
difficult frrl s(mre-bur n()l all-ven-
trrres. In gcncral,joint veDtures pr()-
rlrrcirrg lirtlrt r sirnple r orrrrr,rditier
[i)r exp()rt h:rve Iew problcrns getting
irr1.rut,.. Srr rlo tlre largc Wt stcrn Eu-
rl)pean firrrrr, I.,rIhap\ l,((irur(, their
c()ntracts cralrle thcnl tr) iDrporl
parts fronr lhcir parent firrns. How-
ever, the f,S lr(l'fhai firnts in Shang-
Irai tend t(, necd highluality inputs
that are (lifli( ult t() sourcc in (lhina.
'Ihev often lcquire loc:rl lesting facil-
ities or access tr) those ol lhe parent
((,nrpan) irr.rrler to rhtrk Ixel in-
puts against dcsign spe< ifi<:rt ions.

lnput Supply and Quility:

r
g

I
,2

e

l.pan Hon8

syslem)

FINANCIAL OPERATIONS:
Two kev lirclors in any joint ven-

lure s su('r r\\ .rre its abilitl ro ohrain
foreign ext hange to buy inputs or re-
rrit profits, and its access to loans to
resolve unanti(ipated p r()blems.
.Joint ventures rreed to hart'a realistit
cxport plan reinforced bl careful ne-
g()liations with the Chinese to secure
permissi()n t() c(rrvert some renmiDbi
pxrfits to f<rreign exchange.

Finan< Lrl Opcr.rtions
(avera8e level ol problems involvinB

foreign erchange availabrlily, h)cal loans,
and Beneral iunctioninS oi lhe bankrnS

;
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A PROFILE OF THOSE SURVEYED
loinl venture Name/

Dite siSned torcitn Partn.r(r) C.pil.lization Produdr

Shan8hii Cosfra Co., Florasynth lnc. (US) end 1.55 million
Ltd.'2/82 Cinrco lnc. {US)

fragrances and

ShanthaiSquibb
Pharmac€ulicals, lnc.'
s/82

t. R. Squibb and Sons
(us)

t10 million

shan8hai-toxboro Co., Forboro Co. (US)

ttd.. 4/82
S15 million

Eiky (US) Plasli(.onslruction
malerials

Vetco-DalonS Offshore
Oiltqpt. Co. 4/82

Velco South-East Asia
co. Lld. (u5)

t5 million Ofisho.e oil
equiPmenl

ShanthaiCAST
Sottware Corp. ' 4/85

visid.ta Corp. (US) 13.2 million

Shan8hai An WanS
Computer Devel-
opmenr Corp.'12184

want Computer
(China) Co., ttd. (Us)

t6 milliofl Compulers

Shanghai-Stellite Co.,
rrd. , 5/85

Stoody Deloro Slellile
lnc. (US)

t3.75million Spe<ialweldint
supplie5

Polymold-liaotong
Corp. " 8/8s

Polymold Tool and
tnsineerinB (US)

t.6 million

CASCO Sitnal Co.,
r-rd. . 12l8s

Ceneral Reilway Sltn.l
Co. (U5)

34.8 million Railroad siSn.ls

Shanthai-Pi8eon
Denlal Material Co.'

Pigeon Toushi K.X.

Uapan)

Denlures .nd plastic
teeth

shansh.ilinshan
Uniled lnduslry Corp.
Ltd.' 2/86

C. ltoh & Co. (,apan
and China Merchanl
lndu5tries ttd. {HK)

S1 million Plastic producls and
plasiic ,ilm ba8s

Shanthaitspec

tquipmenl Corp

Tabai (Japan)

ShanshaiMitsubishi
flevator Co., Lld.

Mirsubhhi tleciric
Corp. (JaPan)

Compulerized

Hulian Uapan)

ShanthaiSwallow
Cosm€rics Co., ttd

osal€ swallow hll. lnc. 1.97 million
U.pan)

ShanAhai Uniled Co.,
Ltd.' 5/81

Uni-Shanghai Woohex, t6 million
Ltd. (HK)

ShanthaiUniversal
Toys Co., Lld. '

Universal lnll. Ioys
(Holdints) Co. (HK)

ts millioo

L.p
Ltd.

Hi
{H

nt Mercantil€ NA
K)

Nylon bucll€s

Herald Plaslic Products
Co. '

Herald Melaland
Plaslics Works (HK)

Plaslic loyi

shanBhai6real wall
Zipper Co.'9185

WTC fnterprise Co.,
r-ld. (HK)

Nylon zippers

DonSlian

ShanBhai-Sh€n Shi
Texlile Co., Lld. '

HongIonS-shanBhai
lnveslmeol Co. (HK)

tr4 million Blue ieans

Hu xinS
Co., Lld.

tleclronics
' 3/0s

Hanny Magnelics Lld
(HK)

t5.09 millaon rloppy disk!

5hanBhaiBell
Telephone tquipment
ManufaclurinS Co.,
rtd. ' 10/83

$99 million

ShanghaiYaohua
Pilkintlon Class Co.,
rrd. ' 6/81

Pillinston Bros., PLC
(ux)

1120 million Plale Sless

ShanshaiVolkswaBen
ArJtomolive Co., tld. '
10/61

VolklwaSenwerk AC
(fRG)

$160 million Sanlan. automobiles

Shanthai.tl Chor
Motorcycl€ Co., Ltd. '
10/81

tk Chor lnveslment
Co., Lld. rIhailand)

t21 million

ShanShaitianhua riber
ln..'10/8s

Li-On lnvestment, ttd
Ohailand)

t24 millioo Texliles

Shanth.i Daii.nt Co., Chia-Tai Co. Ohailand) t16 million
Ltd. , 7 /8s

teed and liveitocl
PoullrY

'Certified as an export-orienled enlerprise
' Certified as a technoloSically advanced

enteaPrise

Compiled by Pris(illa Totten
Source: aulhor's research and National

council files

In genelal, tlrc rncchalicnl uspc(ts
ol tirtan<ial r )lx'r'llt i()lrs rkr rrot lxrse
tn.l j()r pr-()l)l( !rrs. Hong Korrg :rnd
W(stern llur()l)(.a fiinrs Iril\'c lhe
lcwrst cornplairrts, pcrhaps hc(ause
thc [ormer lu(] c)ip()r't-()r'i('Itc(l and
gcrlcrate Ii)r(ign cxchangc. rrhilc the
lattcr havc (l{ ilr c()utr-a('tllal stipula-
li()ns to s()l!( lh(. [i)reigrr excllarrge

l)r'()lrerrr. lllc large \{'cstcr-l [rtrro-

l)('iltr j()inl \'('Il[|l-cs may ha\'( l)clter
l<.r'clage in rrgotiating thcil li)r'cign
cxthaltge lrlarrs <lue t() lhc si:/c ()f
lhcir initial c()nrnlilnlenl.

LEGAL SYSTEM;

.Joirrt lcrrtur'cs irr (lhina rrrrrst lirnc-
ti,rrr uitlrir .r rt'l.rtirclr rr'\ .lr(l il-
r onrplete lt.g;rl slstenr. AnrcIi(ans
ilnd 

_I'hais r( lhc lrr()st w()rric(l al)()ut
tllis situati()n.

z
?

THE BUREAUCRACY:
l)espite rrranT st()ries al)()ul l)u-

Ica(r(rati( tliglrtrlilles, firrt,igrr rrran-
rtg|t:. fittd rk:rlirrg ritlr tlrc Slr:rrrgh:ri
Irtrt'arrcr-acics gcucrall)' l()l(.rirl)le.
\lt'sle!-n llur'olx.ans tend r() l)c fir(,ie
(()n(rrne(l silrrc their largcr', ntore
< ()nrplicatc<l \'(.tllur-cs len(l t() inrolve
tttote (ihincsc ( )r'guniz;rt ir )r rs iln(l re-
(fuir('[x)l-c al(,iu'ances. i

Burt.rut r.rli< Envir<mmt'nl
(average level of problems involving

ability of Chinese colleagues and
departments to make decisions quickly

ll\

Ho.t W. 5t tuia

rnd \(,nsrl)ly l()r lhc t()inl v('ntuft')

t.'i

2.6

1.0

t.5
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S.96 million

Tian Cou Iextile Co.,
ttd.

Bell Telephone
M.nulaciu.inS Co., S.A.
(Beltium)

lelephones

Availability of Clear Legal
Cuidelines

.l

48



How does China stack up?

lrnrescnrent Lncnnt.ves

tlnoughoffi Asia

I lrlr,'rrAlr (ilrirrrr lrlg.rrr r,,
/| I t,ntl l,,rcitll iIIr(\IIII('IIIIJ'

I I ", 
l:r/:r. llre H()\( rIlDr( llr

,L r- lr.rs .rr trr.lv s,,uglr r,, ,rI-
/r'arl fi,r'( igll i vcrt()r's ()nlv in tlrc l)1\r
tr\() \cius. Sirrrplr olrtning (ihirrlr trr
loreign irrrcstrrrcrrt tlirl rrot yrrrxlrrtc
tlrc irrllux ol t,lrgcr lirlrigrr irrxrtors
that Clrirrir arrticipatc<1. 'l lr< grixlrral
rlt'vcloprnt,rrt lll ( llrirra s legal systt.rrr,
llcginning witlr prrrrrrtrlgrtiorr ol tlrt.

.loirtt \tntrrrt l.arv in ll)7!l arrl rorr-
tilluing tlrr 0rr!alr()ut thc l1ltt0ri,
hclPed r larilr ir)\r'\tr)rcnl r0rrrliti()rrs
hut oflelerl lt.* lxrsitire inrlrr t.rrx.rrlt
to forcigrr irrrcrlots. Bl tlrc rrrirl-
l1)ll0s, rlisaplxrirrtcrl rvith tlrt" k.rcl ol
l,'r'( i,.(rr rll!r'sllll! rt lrtrrl ttrrrk r lrrr'
lrorrt thr intt l rratiorral brrsirr< ss r'orrr-
rrrrrrrilr. (llrirr<,st ollitials bt'garr to rt-
t'sartriltc llrc r orrrrt r'\'r iltl-slrrrt'rrl t li-
rliltc tht ct rrrronric. sor ial.
;r,litrr rrl..rrrrl ['Irrl r,,tr,ltti,rrrs tlr.rt rrr-
llrrt'nce ilr't,stor rlcr isions.

(jlrina Iras l)(.gur t() rcc(,gllirc lllrt
it rrnrst corrrpclt r it lr o( her- r'otru tlics,
partitularlr irr.\rirr. shich ollir Iirr'-
cigrr irrrr'.tr,r. r,rrrrI',rr'lrIrk lrr,rr,,rrrir
< orrrlitiorrs arr<1. irr a<lrliliorr. lr var'it tv
()l tax an(l Irtruttr i:rl irtcerttircs urtrl
lhc l)r'()lc(lior ()l t.stal)lish('(l l(girl
\vs1erns. lr I)r'(.1)il|lti(rl lirr tlrtir' arr-
rrrral cabinet-lcrcl rnceting rvitlr (ilr!
r.r'\ l\Jiri\tr\ ,,1 li'k igrl li,,tr0rtr,
Relations arrrl lr':rrk in the sprirrg ol
l 1)lt(i, f :S ( irrrrrrrt r t r l)cl)arttrcnt ()l'
lir ials <orrrlrilt.rl ;r rralrix conrpalirrg
irr !estri)c rr I irrrtrttites oficrctl lr\
(lhirra rvitlr tlrost oll<-r'cd by otlrcr
Asian corrrrtrirs wlrcr'c tlS irrvcstor
intercst Iras bccrr lrigh._['hc lcsrrlt la,,
the Iirllo*irrg r halt. uptlate<l lrt.rc t,r
irrclude (,hirra s nlost rc(cnl iD\'(sl-
Drcnl legislitril,r.

'fhis <Irart ((,lrl)illes orrly irrrtsl-
lllellt (ollrlilr"lls tlr.rt rlrtr lr' ltgrs-
lirted bl lh( gr)\'( r'lrucrlt. arrrl lrxrlis
,rttlr at l.rr'r .rttrl rr'grrl.rti,,tts.r. rrt'tt-
lcn. n()t ils irrrlrlcntcrrtrd- Iiartors

suth as pr'itcs. tlte eHr<tirtrrr's ol
srrpl>lr aurl (listlibuti()n chilunr'ls, tllr
availabilitr ol irrllastnrcturc, arrrl lo-
trl rrr.rrL('t torrtlitiorrr llrr' r(,1 ,ll-
rludc(1. sin(( tlrc! ilrc gclcrull\' rr(,1

<lir'cctlv corrtrollc(l l)y g()\('r'rrrtcrlt
nuth()rit i(.\.

(lhina r irrvcstrtrcrtt legislatiorr rrolr
('()rll)ir!-cs larorablr sith lllilt {)l llrc
dlllt'l'(r,lrrtrr'\ \rt t'\ evc(l lt\ rr'\tl'lr-
ti()ns ()n l()r( il{l ct;tritr lrolrlirtgs arc
l( \\ \lr ir rlilr r I tlr.r r r t lrorl r 'l Sr,rrtlr Ko-
rer. thc l'lrilil)pines, or' railanrl.
Oor-porttc ll\ rales in (lhirrlr alc
r'ottt1r.tt'.rI'It to tlr,'\e ur tlrr' l'lrililt-
prrrs. llr:rtllrnrl, \irrglrlxrrr'. .rrrrl'l.rr-
rr l r r r . ' 

| 
' 
I r r r r , il l,rrcigrr ir rr'< st r ucrr t irr

(lhirra rcrrrairrs low corrrpalc<l to tlrt.st'
(,tlrer Asi:lll rorrrrlries. it will llot be
Iirr Iack ol iuct ntives arr<l rrravirrstt'ad
be <lrre to Iat tors outsitlc tlrt' lt.gisln-
tivc ICxlrn-

()cnetirt'c I)cun is an il?ru llo al
lred?.sqc.iolisl tul desh ofitr in the
Ofiio ol Ohina und lTotg Kotg itt tht
th? LIS l)Ppa n?t of (),mwi?. ,\h?

lerttul as trtnttnerciul ofiitet ul lfu LIS
(h|s k t i Shunghai lion l9tl2 nt
198 i.

Srrt lr rrorrlt.gislatile Iat tors art fre-
(lucnll\'(itc(l lrr' [:S irrvcst{)rs as nra-

-jr,r rlirrrrr lrlir'( \ lr) ir\ r'\tirtj in
(llrirrlr. 'llrcir complaints in( llr(le the
nrlili(ially lrigh valuilti()n ol larr<1, la-
bor, arrrl othcr inputs corrtlibrrted by
tht, (lhirrr.st' side to.joint vcntures;
slr-i(l linlitilli()ns on corrvcrsiorr and
rcl)lrl Iiirl i(]n of rerrnrirrhi carnings;
irrarltr;rlr<'r ()[ patcnt al(l lta(lcrlark
I)r'rtt( r li',rr: lr.rt rir'r's to tltc rl,'trtestir
rrl:lIkcl: a()rldttct oI lalxrr r'clutions
tlr r, 'llglr ir St.lr r' l)llr r'.rr rr llrr'1 ; :rrrrl riis-
(rinlinirl{rr\ I)r-acti(es lhilt ;rla< t, all or
sottrt gt otrlrs o1 Iirr'eigrrerri ilt :r disad-
varrtagc. ( lhirta s lc('cll in\'('slrnent
l.rrrr .rr krtoult rlge :.orrrl ol tlrcsc rlis-
irr,'r'rrtircr :rrrrI sr't orrt I', il|ll)r"rc ill-
!estur(nt ((,nditi()lts irr priority set-

'l lrorrgh thc level ol Iirrt,igrr irrresr-
nl( rt rlilr hare clisaplxrirrtr'<l (ihina's
Ir':rrlt ls. IrS ir)\'rstnrenl il (ihina be-
twct'rr l{lUi.l lnd l{)lli) gr-(N lister
tll,lt| i|| .t|rv ol tll( r'tllr'r ( i'lr rIics
srrrvcyc<1. Accolding t() tlr(' US Bu-
rc:rtt ol' l'.r ononric Analvsis. the valuc
,rl r\rrrr'rir.rrr rlirc(t irr\r'\|||Icrtt ill
(ihina grcrv lx rD()re thrr! 501) per-
((nl (hlr'ing tllrsc li)ut v(ius, ('()nt-

P.rrc,l to it7 I)r'tretll ,.lt'(,\!tlr itt lai-
warr :lr(l :J5 percetll ir 'llrlrililrd, the
()tl)cr- ,,\siull lrrrnlnrnnt'rs. A subse-
qu('rtl :l(i l)('r'( ('nt (leclirre irr I lS <iirect
irrvcrtrrrrrrt ilr (ilrirlir ,,r (ur t'(d in
I1)ti{i. l)ul in\('strnenr k'rcls alrpealetl
to lx ott tlrt rise again in l1)l{7-

.\ltlrough thc gr'()wlh ol Arrreri<an
iIrrt'stttrctrt ttr (ilrrtr.r lr.rs lxtrr lriglr irr
l'((('tll \(,itrs, llre ilbsr)llrlc vlrlrrc ie-
Dlrirrs rclillively l()\t- A((()r(ling t()
tlrc I S llrrrr'.rrr,r[ [.r,rrr,'rrrir ,\rr.rlrri..
tlr l,lsti l S (lirc(l in\(,r rx nt p.si-
ll0D |lr (.ll|ll.r r.a:, Slllll rrrilliorr, Iar
lrtlrlr tlrt $ii.ir8 billiorr Arrrerican
lilrrrs iru,stt'd in ll()rrg K{)rrg and
tlrt $2.21) billion irtvcstcrl in Singa-

In,t'(,.
It is clt.ar tlrirt the lt.v<.1 ol Iirreigtr

inr t st rrrt nt iD a ('()unl t'\' ( ilntl()l l)c ex-
plairrtrl solt'lr hv that rountrv's ol]j-
ti.rl irrrcstrrx.lt poli<1, lrut alsrr de-
pt rrrls orr rrtlrcr er'olrorrric and
politicirl corrtlitions. l lrt.sc concli-
ti()ns (lilli r s() tnuch arrrorg the Asian
corr rrl lics srrlvcycrl that irrcentives
.ur lr .r. t.rl e\rt IJli(, \ .rrrrl r r(litr
rrrar pllrv onh a snrirll ltart irr irrr irrves-
l.'t \ rl( ( t\ion. .\ltlr,'rrglr .r (,,ultr\'\
irrr( \Irrl( rrI int('trlircr Dt.r\ tl0l. in
thrrrscl\'('s, bc cnorrglr t() ulllu( t [or-
eigll irrvcstr cnl, thc ollicial irrtcntive
1-rirrkagt is irt Icast a grxrtl rrrtastrrc of
H'r\( r rrtrr( lrl P,rlirr r'rt .rrrrl r' ttttttit-
nr( nl l(, li,r'('ign irrveslrrrt'rrl. +-

Genevieve Dean
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Level of US direcl in'
veslment in 1986
(million $)

It99 $3,580 t792 Jl,117 J2,291 $860 1r,048

Restriclions on
foreign equily

Not less than
25q6; 100q6
permitted.

None Not less lhan
5E%

Cenerally not
more than
30c)6, but up
to 100% in
certain cir-
cumstances

None, outside
oI specified
sectors

100q6 pe.mit-
ted

Nol more
than 50'Yo

Corporate income
tax

,V's: 339b; first
2 prorit-mak-
in8 yea,s ex-
empt and
50r)6 reduc-
tion for 3 fol-
lowing years
for ,v of 10
years ot more.
Various fur-
ther reduc-
tions

18.5q6 25c16, firsl
P100,000;
35r)6 above
P100,000

No corporale
lax for "pio-
neerinB pe-
.iod" (first 5-
'10 years after
production
begins); there-
afier 33q6

Abotit 20ryo
for high-tech
and slrategic
industries;
35% for other
industries

3096 to 4096

Cuaranlee againsl
expropriation

r' r' r' r' r' r'

Cuarantee against
losses due to:

. nationalizali()n

r war dama8e

. inconvertibility of
currency

r' r' r'

r'

Remittance of forex
earnings and pay-
ments

r' r' r' r' r' r' r'

Repalriation of
capital

r' r' r' r' r' r'

tmployment of
aliens

r' r' r' r' { r'

Patent proteclion { r' r' r' r' r' r'

Preference in

Sovernmenl loans
{ r' r' r' r'

Protection againsl
uniust competilion
from:

. imPorts

. Bovernmenl

. local competitors

r' r' r'

r' r'

{ r'

Real estate owner-
ship permilted to
forei8n investors

r' r' r' r' r'

ASIAN INVESTMENT INCENTIVES
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Ixemptions from:

. capilal gains lax

. corporale income

. taxes/tarifls on im-
poned capilal
Eoods

taxes/lariffs on
imporled raw
malerials

. laxes on royahies

. tax credit for inler-
esl on foreiSn
loans

. other taxes and
fees

r' { r' r' r'
r' r' v/ r' { r'

r' r' r' r' r' r' r'

r' r' r' r' r' r' r'

r' r' r' r' r'
r' { r' r' r' {

r' r' r' r' r'

Deductions from
Taxable Corporale
lncome:

. accelerated depre-
ciation allowance

. carry forward of
capilal allowance

. carry forward of
loss

export allo\,,/ances/
deductions

. or8anizalion
expenses

. pfeoPeraling
expen9e5

. reinvested profit(

. inveslmenl
allowance

r' r' r' r' r' r'

r'

r' r' r' r' r' r' r'

r' r' r' r' {

r' r' r' r' r'

r' r' r' r' r' r'

r' r'
r' r'

T.x Credits (direcl
reduction from cor-
porale income
taxes):

credits

. tax credils on
domestic (apilal

. olher tax (redits

r' r'

r' r' r'

r' r' r' r'
Exlension ol incen-
live aveilmenl period

r' r' r' r'

Special incentives
for:

. multinationals

r offshore banking
units

r' r'
r' r' r' r' r' r' r'

r' r' r'

CHINA HONG KONC SOUTH KORTA PHITIPPINTS SINGAPORE TAIWAN

Nole: This chart is adapted from Comparative lnvestment ln.entives 1986, published by SCV & Co. in the Phillippines.
Compiled by Cenevieve Dean and Perri Strawn.
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@ Know China-and the China Market

-through CHINA DAILY

-A Must for the Well-Informed-
CHINA DAII.Y

No other publication offers you the authority and
prestige of China's only national EnglishJanguage
newspaper...

...providing informaLion and insight into Chinese
government views on major Chinese and world
affairs...

...bringing you daily business reports as well as a

weekly business supplement...
...keeping you abreast of economic, cultural and

social developments in China.
CHINA DAILY will tell you all you want to know

about China. With satellite transmission. you are get-
ting news of important Chinese events faster than
ever before.

Isn t it time you had a copy of CHINA DAILY?

PleaF €rter my name for a sub{riplion ro chin. Daily for:
O One Year $1 I8.
Ul Six Monlhs $65.
El Bill me later.
! Checvmone) order en(lo\ed tor

Name

City/State

Phone I

zip
I

\,!i,l \ul)\r' tri,ri,,,1t,\ n) (h,rir l),r\ l)r.r,rl{xrrr (,,rp

l_j \nr'{ \r \n .lrrl N(\r \{)rl. \\ lr)olj
l,.li tn!,r' -lllr -ll',ir lrr

Meet China's Leading Business Executives!

Seminars & Trade Talks
New York (May 18) * St. Paul (May 23) * Seattle (May 26)

Over 40 chief executives from top-flight Chinese companies will visit the U.S.
in May-and they mean business.

They are looking for partners for over 60 new projects from fields ranging from
airplanes to pharmaceuticals, computers to tourist resorts.

High-ranking economic officials will conduct seminars on the latest changes in
the trade and investment climate and on exciting opportunities across China,
including the newest open region-Hainan Island.

PRESENTED BY: CO-SPONSORED BY: Nationa.l Committee
on U.S.-China Relations. Port Authority of
NY & NJ.Connecticut Department oI
Economic Development . Minnesota Tiade Of-
fice . Washington State China Relations Coun'
cil . Embassy of the People's Republic of China
& NY, Chicago & SF Chinese Consulates

*

FOR INFORMATION & REGISTRATION, CONTACT:
Lily Li {CDN Group), 15 Mercer St., Ste. 401, New York, NY 10013 (212) 219-0181/0131

CDN Group of New York
China Enterprise Management
Association, PRC

"China Daily" of Beijing

Company

Address
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G
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Fashiorirg Successful Silk Industrya
Long the world's top raw silh exporter, China now seehs to lead. the

high-fashion marhet.

Beverly Musoll toPinto

tt( r. ( .rl.r! iiIr\ lt orrr lor cigrr
lanrls r rrrttt' fiorrr tl:ottsatr<ls
ol rrrilcs tu prrrrlrrrv' (ilti-
n;r's rrrsl IaDr rrr s lalrrit'.

tlil\t.linl{ a loatl thal (lrr( l() b('
lrrorrrr ts tlrr sill rorrtr'. "1<r<lar,

lirlcigrr sill l)u!crs \lill sccl orrt (lhi-
rra s silk. An<l ( llrirra s orvrr silk tradcr s

arc loanring tlrc rvrrrld with ittcreas-
ing corrlidenec. ;rr'tivclv st'rking ncs
tttalkt ls.

Srll Ir:ts 1,1,r r t rl .rrr irnlx'r'l.rrrl r olr Irl
(ihirra's lirrcigrr tla<le Ior-rrr()re tharr
2,000 \ears. Ur l9tl{i silk sales
lrr,,rrBlrt ttt .r lrllrr 5l lit lrilli,rrr
orrc'sixth ol' llrc t orrntly s tcxtile ex-
p()r'l calnings. ()hirrcst ollit ials
worrl<l like tlrat ligrrre t() r'(.lr( lr $l.l')
billiorr br ll){)0 arrtl rttore tltart tlou-
blt to $2.7 billion ll thc rcar'2000.

T mulluous cenlury for silh
l'irl lrundt'rls ol veals. (lhirra was

thc loll<l's rrrr<lisprrtcd lc.rtlt'r' in silk
urarrrrlu<'tur e. Ilrrt dorrrestic trrlnroil
rlrrlirrg and altcl tltc 1ur rr ()l llle cerr-
turr hrrlnretl silk prodrrrtiorr. cn-
abling lapan t{) ()\cltakr (llrin:r as Ihe
uolkl s to1> rurv silk erportcr l>cfrrrc
I9?0.

(ilrina's silk ploblents lra<l onll bc-
grrtr. lltc irttt,xlrrrti,rrr ol .ill srrlrsri.
trrlt's, srrclr as r:rron in lll2l, crrt
hcrrvilv into irttt r rratiort:rl <lcntantl.
'llt' worst lrLrw raruc irr tlrt l{)llOs
aDrl l1) l0s. wlrIrr _laPan|sc rx crrpicl,s
rlt'stlorctl ntotc tlttrt 1)0 Ixr'((nt ()l'
(lhina s silk prrxlrrr lion alcas-

lly the nrirl-11)(i0s, llrwcvt't. (lhina
ha<l rrranagetl t() rcl)uil(l ils il(lustr-!
antl rt,gail its <[rrrrinanre ol the ra*'
silk t rlxrrt urallt r. lirrlar ( ilrirra pr r>
dutcs sonre {)i) 1>t.r'r'cnt ol tlrc world s

rnrv silk, cxlxrrlirli rnainlv to ltaly,.la-
prrr, S()uth KoIta, Hong KoIg, arrtl
1h( S()\'iet L ni( )n.

N()rr tlral it has rcgairrt.rl its filnr
lixrtlrokl irr tlx' r aw silk rn:rlkct. Chi-
rra's silk intlrrstlv is tur-uing its altcn-

Most US bulers agree that
thc qualiQ of Ohirtcse silk is
exceLlent, but that ueaaing
techniques still present prob-
lems Jor the export indttslry.

lir)n t() (,llr( r-l)r'(xlu( ls. ( lllinr c\lx)r'ts
silk irr tlr'r'r'rlilletcttt stagcs-:rs raw
silL. silL l;rhritr. :rrrtl litrislttrl silk
pr rrrlur tr l inislrcrl grxxls, rrhiclt car rr

tltt rrrst r't tenttt'. tlrrr a<'tttttrtl Iirt
alxtrt a rlrrarter- ()l llr("(()unlly's silk
t'xports. lrtrt (lhin:I lr)l)ts t() b(x,sl
rlris t() rnrc-rlrir'(l l)l thc total l)1 l1)1){)

,rr(l l0 lx r'(cnl l)\ llrc \r'rr ?(100.
(lhirra s sill indusllf llas lc('cnlly

ltor-galrirctl. ttackcrl rLrrnn on illt'gal
tt.trlirrg..rrr,l ir rrtt,'r.ttttrA ttr.rttr,'l tls
lurtorit's l)tsigntrs urc beittg scnt
.rlrrr',rl t,r L lrr'tt trr,'tt .rln,rlt \"1'lri\ll-
(lr1c(l rrJrk('ts irt tltt tlttitctl Statt's,

.Jrrparr. arrrl \\t'stclrr l.ulol>t'. ,\trl es
(ilrin:r g.rirrs coul'itlclrce irr its sill
plodur ts. it has irrrptr*r'<i i1s n)ar k( l-
illg ellirlts lrrrrl is strrgirtl4 rtt()t( silk
t xhibitions and lirslrion slto*s
ar'oultl tlrc srrr lrl.

Reorganizittg the silk induslry
Tlrc silk irr(lLrslr\ l)ils l)(]eIr r('slrtla-

Itrretl st'rtral tirn(\ irr the l)ast (lrl_

r a<le, rcllcr'ting lllc irr( rease(l Iix trs

on silk s cxlxrrr r'c\crlll('l)()lcrllirll.
The filst ol two rrr:rjor tllattgcs

rarnt irr l1)U2. wltetr lt trcs elrtil\ wlrs

Bruer\ MtlvtlJ Lol'inlo (oidu(ls org -
nizational rescarch el lhe Natiornl
Oountil fot LIS-Chiaa "frade.

(r(.ll((l \el)xlirlirtg silk lrorrr the rtst
,rl tlr tcrtik rr,lurrr\. lllr'(:lrrr.l \.r-
tiorr.rl S ilk Irrrlustr-y Orrrporatiorr
((:lIINASIl.K) was givcrr torrlr-ol ortl'
s ilL Pr(}drrrti(lr. rrrantg(.llr(.nt. all(l
IlrllLr'l ing.

'l lr( r)r'gilni/ilt i()n plrrrrrl rrrr$icklr.
lr,'wlrt r'. .rrr,l [, ll pr( ] l(' (:hinl s

gcttct'ltl trr'rrls irr govt'rnrrrcttl r't-
or gurizatiott. ltt IattLr;tIr 11187
( ll I I \ {SI I -K rrl\ \l)lit uP arrrl its furr -

tiorrs rlivi<lcrl irrrrong a rollcction ol
rrrlr.irli.rrr,'rg.rtrizlrti,,rrs, r'ltrh Ii'-
r Lrst.tl on ir stl);rltc asl)cat ol the irr-
rlrr.ur. \ill Ir,,rltrrti,,tt .rtr,l.rrlrrtirtts-
Ir.rtiorr art rrow batk trrtrlcl tlrc
irrrisrlit'tion ol tlrc I\Iirristry ol Tcx-
t ilt s. n hile a< t ir itics inrrrlvirrg lirrcigrr
tra<k.. rrrclr lr\ lr'('llD()l()H\ irllx)r'ls ()r

lrrrislrt <l-pr rxlrrr I (')ip()r-t\. ,ir(' sul)cr'-
ristrl ll tlrt l\'lirristrl'ol l ottigtt lito-
rr o rrr ir' Rclatiorrs urrrl '1'r'a<lt'

(\t()t:t RT) (v,., l)r )\).
-l llis Ilrte\l lcr,r'g;rnizirti.rr Jlces thr'

ntu (,hina Silk ln)l)()rl :ul(l Exp(,rl
( lr)r'l)()r'atiou (rvlri<h inhcritt<l Ilrt'
(llllNAsll.K :r( r'()llvnl) ll()rn rn(,st
prrxlrr<lion rrorrits arr<l .rllrrss it to
l,rr rrs ,,tt trrr'r'tirtg tltr' St,rtc s .rttrlri.
I i(,lrs rxp()r't l:rrgels. ll()$ever'.
(;IIINASILK rrrrrl i1r Pr or inc irtl
br lurr hes lrrc st ill rrorkirrg ,rrrt thc rli-
r iri(,lr of autlrl)ritv. lt a rrrct tirrg ear'-
li( r llris rclr, tlrt. 1>lovirrr ial oflitcs
r oir crl the rlt"silr' t(, hal(llc lheir owu
irrrpor'ts al<l cxlxrlts, rvhich nrarrl
Ir.rrt. irr Iact lxtn <loing lirr the qrast

l\t(, \rurs. Stl(h l tlarrslil ol autlt()t-
it1 rvorrld bc (()nsisterl r,rith changcs
takirrg pla(e at (lhina's otlrcr' [irrcigrr
tr:rrliug cor lroratiorrs, brtt rr'ortltl
l(:r\( (ltll\.\SILK s Ircarl rrllicc corr-
trollilg nrairrlr cxports ol law silk
,rrrrl gt'r'r' g,"'rls ttrrtfttrirlrrrl Iirlrr it t.

Craching the US morhel
-l lrc flnit( (l Sr.rtcs. u it h it s virtually

rrorr< xisterrt silk rnanrrllr'trrring in-
<lrrstrv antl grc:rl deorart(l lirt high-
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(lullit\ litlislrr(l H(x)(ls. is n l)rinr(
nrar k( l I()r'(lllirn s silk cxlx'r l( r s. Rc-
(cnl ir)n()\'ali()!rs Iike r,r;rshablc silk
ll.l\( l)( ll)e(l irrr r t.sc Attrt tir ltrt inlct -

c5t in \ilk prrxlrrcts. []ut tlr( (;hin('s('
still li'( l tllat Arr( r i(lin (onsurr('rs (I )

rrot aPpreciatc silk ils \!lslclrr !:tlr()-
Pcrrrs do. arrrl hlrrt sct (,ut l() c(lu(al(
tlrr fu llcricur) I)lrl)lia.

lrr l1)u3 (:l NASlt-K hir('(l rlre
prrbli< r'elatiorrs lirrtr ol lirutrg &
Rrrlrir:rrrr tr, l)r(,rr.'lr' (.lrirr's. srlk ill
thc t S nrarkcl. llrt'lrrnr ltclperl pro-
drrt c a slrort r'i<lt otape orr (,hirra s silL
pr-rxlrrltion al(l llrshi(,n Iirt' tlistt il>rr-

ti,,u r,, lil'r ilr i{ \ .rr r( I ((lr r( .rtr,,r r.rl it t.l i-
tuti()rrs. ,\nd irr tlrc Iull ol I1)tt7 (ihirr:r
Irt'l<l its first t'S silk exhibition arrrl
luslrior shor irr Ncrv \?rrk (lin to
htlp prrblicizt rrtrrl poptrlru'izt silk
ga!-n)('ut s.

In the u'akt ol tht'st, tllrrrts. I S

inlp(,r ts ()f (llri ( \(. silk galur<rrts arc
()n llr( r'ise. Witlr l8 pe lr t llt ol tlrt
nnlkt't in l1)lt7- (ihirra ltas <krublt'tl
its :ihalc ol trS silk g:rlrrrtlt iurPorts
sirrrt llllJ.l. lrr rrrltrrrre lcr'rrr\ lhe t S

irrrpoltetl 27 rrrilliorr srlrralc valtls rrl
silk gxlrrenls Ilorrr CIrila last ,vear,
lrl) lr'(,rr 17.5 rrrilliorr irr ll)1{1.

Quotas limit accest to US,Japan
()lrirra s expor'ts t() llr( tlnitc(l

Statt.s rrright llnt hccn crrrr higher il
rrot lirr qrrotas ll)c fS lrir\ rc(entll
irrrlxrsc<l orr (llrirrrse silk. lrr rtcenl

\(at\, lllc ('S l:as stt rlttrttas (,rt (ilri_

llu s (r)ll()ll ;tnd (,tlr( r Diltr.llirl Iilxl
irnlxrr ts t. ;rr otct l ilsrlrrrrcstit irr<lrrs-

lr'\. T(! g( t ar r,urrrl tlrt rC lirril\. (.llir)lr
lrt g.rtr ttt.rttrrl.r, trrr irr,l crl,r't t l.rl,t ir

llrat ('or)rl)inc(l silk uillt tlrcst otlrt't'
libers. 'lltt' r't'sultirrg stttgc irr silk-
blrrr(l c\l)()r'l\ Ic(l t() llr( int lttsiott ol
silk in (;,\l-l s Ilttltilllrtt Arrrrrr{t-
I|rcnl (lUl,\) I\, ltlrirlr (lltitta sigttt'tl
in April l1)87. (lirl rrrrrr c inlirr rtrrrtiott
{)n lh( trIultiflbcr .,\trangt'rtrrttt, a

tc,i(til( llil(l( ltanrt rrllrI tltldcl' (;.\I'l.
stt l'ht OIlll, Sepl-()( ( l{}ttt;, l). 2{i.)

'l hc Nll";\ IV rt stlir tiolts rtrr silk
l)lcn(l ir)rl)()r'ls wt rr' strbscrlrrcrrllt
a<lopted in Ihe l{)tilt lrilatclal lt'xtilt'
acc()r'd ilglcc(i rrlxrrr lrr tlre I ttitctl
Statcs arr<l (lhina ir latt' l0ll7. Ihc
iractlt-(l stil)ulalcs tllrl lr) be ('x('rr)l)t

Ir'()r)) qu()uis, (lhirrcsc silk garrr(trts
llrrrst ( ()nlilin rt leil\l 70 l)er(r'rlt \ilk,
aItd Iulrric rntrst corrlairr :rt l('.t\t li5
lrelcent silk.

Pule silk lnbrits an(l glrnr(rll\ rtt'('
rrot subjt'r t to anv l'strittions itt tltc
I S nrilrkct, largtlr lxcause tlrt ['S
Iras no rlrrrrcstic ;ill itrrlttsttr t,, lrrrt
tcct. A(c()r'(ling t() (;.rrl Priesllirr(1,
chief t r orr()nrisl li)r' ll)c Arrcri(lrrr
,\1,p.rrcl \l.rrrtrl'.r, trrtltr':. .\..,,r i,r-
tion, \li arc basir ull| ll()l ( ()r:-

.clnc(l ul)(,ut l{){) ;x rrt'rtt silk gat-
trrcrtls, lrt r irusc llrcv irr'( n(,1 ll
((,nlpclili\r tllr'c:ll to tlre I S Drlrr-
kct-it s ll()l $'ht r c thc intettr< r orrr-

lx titiorr is. '

Qrrotas irttlrost<l lrl llprtlr also
lr.lllllx r ( \lx'rl 11r,'rr'tlr l,'t (.lrirr:r's
rilk itttlusttr .laparr lra' irtrl-roslrl
srr i{ r (lr.r()t:r\ orr (.hitlt st silk sinr c
l1l7li ti' I'rorlr I its t r.rlrtrA rl.tttcrtir
ill(lLlstr'1. ll((,Illsc llrc (]lrilrtsc wottkl
r(,1 ilgrce to volrrntarr (lu()las. lllc
(llrirrcrc arrrl .l:rplrrrcsc gorctrrrtt<ttts
rrol lrrrld rtar lv tlatlc t:rlls t() set lint-
its.rr raw silk, rarrr, arttl rlotlt Itorrr
(llrirra. (llriru lrar ltrsistcrrth lobbittl
llr( .lul)ilncs( go\rIIlrrl('t)t tI) rkr a\ar
uitlr thc rtgrrlirtirrns, lrrrt rritltottt
rrrr r h rrrr t t ss ( llrirresc arrrrrlrl silli t r-
lx)r'ls t() [rl):rr rlroppc<l Irrrnr $2.10
rrrllr[D rD lrl/ I 1., 5l/:, ,rrrllr.!r Ill
Mltir

China combats parallel silh trade
(llrirra s silL cxlx)rl('r'\ lrarc harl

trorrlrlcs at lrorrrc as *cll lrs abrr:atl.
'l lrc nra.jor' pr oblenr is l)iu lllcl
tIa<lt irr ra$ silk, itt rvltitlt cxPtlrt
grxxls lcavc llr( ( ()urtr! lllrr,ugh u!l-
illrtll()r ired t lr;rtrttels. (.hirrcsc sill
pr r xltrt ls t lrrr oIttrt get a lx t tcr lltr t -

t hrr,'c plitc lrr sclling tlrrir rilk orr tltt'
olx rr nrarkt l r'lllr( r lhirl lo Ilr('Stxl(,
*lrirh thcrr sctr rr hightr salts lrtirt'
atr<l kecl>s ttrrrr lr ol tlrt prolit. .,\s rr

rcsrrll. larr silk ir ronrntotrlr stnt rrrrt
rrrrrk r' :r [.rl.r' rk sisrrlrtiotr, trrixcrl irr

willr lrrrtlrorizcrl grxxls. or cxpottctl
ttrrrlcr Iirr'gt rl sllrls attrl li< t r:scs.

\l()st ()l tlr( ilkgallv cslxrrtcd rill
grx.s to llorrg Korrg. whitlr ofliriallr
prrrr lr.rsrrl $:t7li rrillr,rr r,l (ilrirr:r'r
silk irr l9lJ(i ,)r :11 pcl'r( nr ol (ihina's
t()lirl \ilk cxlx,rt\. llut atr()t<ling t0
(llrirrcsc tril(k r'\. irr l{llt(i :rLrIle. ll7
1x'r'r < rrt ol'thc silk tlrat ( nt( r-( (l H()rl{
Korrg r'anrc virr rhartncls ()lllcr tllarr
(llll\.\SII.K. tht ollit iirl c\p(,r'l
:lg( rrl.

l'.rlalltl-tr'.rrk lrrs silk tlrn be lrs

rrrrrclr as 2l-r-lil-r pcrcent t Irt lrper tharr
lhlt \()l(l ollir iallt. (irrrscrluertllr.
I)ilrullcl tra(l( rltires tlrwtt tltc plitt
oI lau silk orr t lre I Iong Korrg rrtat kct,
rlt'priring (ihira oI rs rrll(h as $20
rrilliorr irr {orcign cxtlrarrgc in th'
lirst hall ol l1)tt{i alrnr'. atrording to
sorrt. ( lhirrt sr' ( \tir lll('\.

(lhina trlrrktrl tkrwrr orr parallcl
tr:rrL, irr Mltl-r |\'l()l.llRI' with(ilew th('
liglrt to issrrr ( \lnrl li( rns( s ft)r silk

I,r, r lr r, t. lIr,tlr Pr',,rirr. i:rl .rrrrIrrrrrrri, -

il)al tr'r(le lrrucurrs, lcavirrg itsell tlrt'
solc Iiccrrsirrg :rulh()r'ilv. ll I1)13{i

iU()r[.KI l)rln)(.(l the rrst ol rar,r silL
lrr lrrr itcrr irr r'onr 1>cn sat ior r lr arle att<l

lrallr'r agrtcrur'nts. Ar'r't'st:' o{ unatr-
tlror izcrl dtalct's llld a()rrlis( illi()ns ()l
illcgallv tlarsitc<l go()(ls hare als(,

MAJOR SrLK ORGANIZATIONS

UNDER THE MINISTRY OF TEXTILES:

. Silk Administrrtion Bureau. l:stahlishcd inJanuary l{)87 l() a(hni,iisler lll silk
prorlrrr tion. lrltrrks through thc:

r China Narional Sith lndusrry Corpor.tioD- t:slablished in January 1987. In
charge of silk productiorl; oversees silk factories-

t,NDER THE MINISTRY OF FOREIGN ECONOMIC REI-IITIONS
AND TRADE:

. China Nation.l Sill lmport/Export Corporation (CHINASILK), Reorganized
and split ofl from the China Narional silk Industry Corporatk)n iD .lanuary l9tl7.
Handles virtually all import aDd exp()rt o[ silk and silk products. Oversees lhe
a(tivities of thc folk)win8 sp€(ialized groups:

. China Silk Development Corpor.tion. Established in July I 9tl7 ro handle joint
venture and crxrperative arrangments wilh foreign partners,

o China Silk Mrtcrialt Impon Corpor.tior. Eslablished in l9lt5 to img)rt
nrachinery and raw malerials nceded tor silk and silk pro<Iuct nlanufacture.

r China Silk Associaaion. l:stablished in March 1986 to nx)nitor the silk industn
and promote new production techniques.

5.1 Ihe Chine Eusiness Review/M.rch-Ap.il 1988

. Chine Sill Carments lmport/Export Corpor.tion. l.stablished in No\'cnrbcl
I{lti7 l() ha,ldl( garrnent cxp()rrs arrd [elalcd nrachinen'iDlp()rts.



been stcPpcd rrp. 'l-hcse sui(teI li-
ccrtsirtg and ('nli)rc('nlen t p()li('ics
lravc Irclpetl r('(lll('t' l)arilllel lradc
lionr an eslinralt'<l ltlcl ol alrotrt 50
pcr'aenl ()l total silk exlx)r'ls irt Ier('nl
\(.lrs lr'.ir()llrrrl l()-2(, Ir(11(rlt itt
19n7.

Improuing the industry from the
bottom up

Silk begins \r'ith a lt al-antl a worru.
II()st pr()\in(ts in Oltirta raise silk-
lor-nrs fctl on nrull>cr-r'r lcalcs utrtil
thel x!e r-ea(l.}'1{) spin c()a(x,rls.'['l)c
coc(x)ll$ arc lll( lr harlestctl arrd spun
irrto r'au' silk thrca(I. l\lulllclr\-eating
silkl'orrns rc(()trnt Ii)r l)0 pctrcttt of
(llrina s silk outl)lrt. [-llc tussalt silk-
r',,rrrr, rllrir lt lt'r'<ls ott olrL lt.rrcr itr
the \r'ild an(l I)! rxlrt< es a st tortget ltrttl
(()arseI tllread. a(r'()lrnls li)r' thc re-
rlainder ol (lhirta's silk supplr.

Strpplrirrg enorrgh nrulbern' lelttcs
is a chr-onit ploblent in (lltirta. Ilartr
tlees ftrll rictiru lo colcl carlt rcar. In-
(lus1r ial p()lluti{)It r-uins thc lcalcs of
()llleIs, rnd s()lrlc arc dcslrored lrt
Ialnrcrs tvlro rvlnlt tr) usr'their':r(rc-
agc Ii)r rnorc pr'ofitahlt' vr'ttturt s.

As a lcsrrlt, ro<rxlt srrpplt sinrpll
(arn(,r lt'ep up Kith thc dcnrands 0l'
(lhina s expan(ling silk intlustrr. In
I te l1)87. fol exarnple, cotoott
shortages lcd scveral silk fat lories t<r

<'lose dou'rr irr Shanghai. llcijirtg.
-l ianjin. an<l Sharrrlong an<l l,iaoning
pr or in< es.

Incr-easing [r'cc rnarkct tr-a(lc an(l
lack rll rrnitietl srles auth()r-it) has
rutttr'ilrtrtcd tr, r'lrst llrrr'trrutiotts itr

produ( ls

SouRCEr National Council
files

(1)( rrrrrl lrr ict's. l,ast y( at', s('v('t (' ( {r-
((x)r) \ll()r-lllljcs lcrl to Pr'ict wars arr<l

slx t trlat iorr.
Scr'clrrl pr-orirrr cs lrirvc takcrt t'grr-

lalolr nrattt'r's irrto tlrtil own harr<ls.
'lir stabilizt, plitr.s, Zlrt'jiarrg intcltls
l() l{i\ r' sul)l)l) rrr(l lllllt'kctiDg c(x)l)cr-
ati!rs s()lc (slxrrrsilrilil.t ll)t trxrxrtt
salt s ltrrl to < rrltail sirlcs lrr)rrr urrli-
ct rrsctl t rrtt rptist s. Att<l itt Sltarttlr,rtg
l'r "\ ir, ( , rlr( l',':rl (:lllNlsll.tii,{li{r'
lrus lrul arrtholizc(l t() l)lr-( hlls( irll
sill r'ocorrrts rlir'ct th {trrttt lll( falnr-

-l-hcrc is also l nccd lir lxltr'r-
rlualitv t rx rxrrrs. ( )tt ar et'agr', ( lltitrcsc
rrxoorrr rit'l<l hrrll tlrt'silk rlrttatl ol'
llrc.Jal)ilnc\r \lri( l\. ar(l tlrt'thrtatl
is ol Llr<'r t;u:rlitr. Ohittt'st' silk rt'-
scar'rh irrstilrrtcs ale gladrrallr intr'o-
tlrrcing l>cttt r rilkrrornt lrt't'r'<littg
tctlrrrirlrrt's. lrul llrc irr<lustll lras rxrt
rct rcachc<l.lallttrcsc crx oott tltralitr.

l irrallr. rlrt rt rrlt (ilritta r silk 1rt'o-
rcssirrg Iuctolics, rnarrr ol shit h datt
llorrr tlrt. l{).11)s lrnrl t.rt.rr carlicr'. arr<l

alt lrarlll irr rrtt'<l ol ucw (qlriprrrcrrt
.rrrrl tlr lrrr,rL,gr. S,rrrx' I l(t ol (.ltitt.r'r
7a)7 Srlr(-()snc(l silk I:tt<rt'it's ltar<'
bccrr rrr:tlct goittg gr-l(lllill rclro\illi(tIr
sirrtc I1llt0. \1'hcn thi,' lot is corrr-
pIr.tt,lr rrpgr'.rrL rl-llr( r.rrX( t (l.rl{ i\
l1)1)0 tlrc IcD init)g lartorics rvill
also bc rrrrxlcr rrizcd-

lrrn<ls Iirr Irrrvitlg rcrr ctluipnrr'nt
an(l t(,(lll()l()g\ c()nl( oul ol tltc llc-
l()r \' s cilrrtirlg\ Il'()rr) c\l)()rls arrd (l()-

llrcs{i( sirk.s, as wtll as l't{)rtr goltrrt-
llr( nt lr)itll\. [.\l)()r'l-()ri( nI( (l silk
1:rttorits rrr:r\' :rlso irpplr to tlrc Silk
,\rlrlirristr'atiorr urrrlel tlrt l\lirristrr ol
'listilc IrtrlrrstrT (,r l() (ltllNASll-K

Iirl fun<ls.

Foreign firms hey to upgrading
efiorts

I rnlx)r'ls ()l Iirrt'i1;n techrrrrkrgy- artcl
rrirthirrct! lrat'<' becrt I)iv()tal 1() CIli-
nir's r'('.(',)l irrlrlrnccs in silk prrxluc-
tion. lrr rlatt', sales antl (()llrl)r'llsa-
I i()n ilJ.lr ('cnr('rls lrar e bccrt thc
sillll)lc\l tll(l nr()sl ('rrllIr(nl i!I]' ()l
t r rrrrsfclring {i}r'(.igD tc(lrnol()gy_' to
tlrt (lhirrcst' silk in(luslr\. luOFllRI'
r'(,1)()r'ts lllirl llr(]rc lhaD ir0 Iirrcign-
lrrrrrl rl 1,t,,jt.r ts lr.r\r' lr(err scl ul, irl
tll( silk ir)(hrsl!\. Ilth()ugh n()t all arc
\cl ill ()l)clllirnr.

l\l(,sl ()l (llrilln s rrcrresl n'earing,
rlrcilrg. arrl prirrtirrg rnachines have
lx.t'rr actlrrircd Iionr Itah, (iernranr',
.rrrrI Srrrtrr'r'llrrrrl. tlrt' r.,,t'lrl r le.rrlrtt6
rrnl(r'\ ()l lr\til( rla(lrincn. -Jirpan,
:rrrrtlrct irr<lrtslt-r leadet'. Itas also sold
ct;rriprrrt'rrt to ( ihina.

St.rrrul .joint v<'nlrrrc 1>rrrjt,cts are
also lrtlpirtg (lhitta s silk industrr
lcalrr lo rrrakc bettcr'-rlualitr gar-
rrrt rrts arr<l fittislterl [abrirs firr' ntat-
kr.ts in tlrt (rS. .laparr, arrd \1i'slern
l.rrr o1x .

Itah, slrosc rxrn silk inrlustrr'has
lrt,trr Irsirrg gr-()ulr(l t() rhcapcl silk
goorls liortt Hong Kong arrd South
Kolca. has lorrrrrl (lhirra a rrilling
rollabo|utor. IIl l1)llr'r. thc ltallan
lirnr ol f<rrrri Spr\ sct rrp a $15 nril-
liorr.joinl |t,nture rrcaving lnd Iinish-
irrg t orrryrlcx I(x ilt( (l il \irrttai. Shan-
rl,rrrg I't',,rittrr'. Ilte pt',rjer t Irar ris
rrclrvirrg fattorit's n'ith Illir Sniss an<l

It:rliarr lorrnrs an<l a <ht'ing an<i Iinish-

Silk Exports:
China Moves Upmar
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irrg pllrrrt. Alx)ul llrlc('(lr.liIrl(Is r)l'
thc (,utl)ut is slirlc(l li)r'('xlx)rl. Allr'l
20 1r'ars (ll:irra Nill ir\slur('lull (()tt-
tr'ol o{ tlrc plant.

I Iolg Korrg has a joirtt tt'ttt trt c silk
prirttirrg artrl tlyt'inB Plarrt irr Slttkotr,
(irrang<lorrg with ilfi lrttUirl lillgclc(l
('ull,lrl '!l I tttilli,,tt r:rrrlr,rl l:rlrt it lor
c\ln)rl to tlle Urritt<l Statt s arrrl \{t',it-
cr rr lirrope. r\nrl lt t t'ntll' A. A. I]ltrtrr
Lt<l- ol [Jortg Kottg sel ul) l.i()inl \ctt-
tur1 l,'r' .r \r'r'tir,rl krril r'1,r'r.rtiorr l,rr
silk apprrlt'l u itlr thc Shrrrrrlc Silk Ilill
in (irlrngdorrg l'rorirrtt.'lltt tuill nill
harrtllt rrll slltge., ol plrxlrrt tirtrt I_trrttt

c()('(x)il l() [irrislrctl gat'tttt'rtt.
\ltst('r'll !:ur'ol)(' irrr<l .laPart, uitlr

rl)cir wcll-cstal)lislrt'<l silk itt<ltrstrics,
l:avc bcett tltor(' il( ti\c thln tll(
L nitcrl Statcs itt ct;ttiptttt ttl salcs lrtttl
joirrt tcntrrrcs irr (lhirr:r. Serttitl t S

appalt l conrpanits. inclrrclirrg Rarrrl;r
(i)r'lx)r'.rti(,n, S. Slratttaslt an(l S()n\.
lnc.. arrri Rovel Silk [.t<1.. It.nc at-
tcnrPtrrl t() t strl)lish silk prrxlu.tiorr
.i,'rrrt rt rrtrttcr. lrtrt tr,,trc lt.rrl rrr.rrl,'it
past lh( r)cllotiirlirrg stitgt. I S Iirrttr
lurc. lrorr'r,rcr'. gcllir)g irl\()l\'((l sll('
r rsslrrllr irt "tlrr .r\l'( { ts ol (.lrrrr.r's
silk pt r,<itrr t ir rlr.

US frms bring purcha$itg pouer,
fashion sense

\\'hilt'thc tin\ L'S silk irr<lrrstrt trrat
Irarc Icss to olli-r (lhirir in llrc \rr\ ol
pr'rxlrrt tion t('( llr()log1. it lns cott-
lla(lr(l li)r lalge arlotrttls ol Iirtisltt'tl
gxrDlcDls Irolr (lhirtesc lactot ics arrtl
is helping tlre Iilal()r'i('s irrrprrx< rl,'-
sigrr t rrpabilit ics.

Rolal Silk rrsrtl to rvork Irtitttarilr
thrrugh llong Korrg lrrrt hrrs rlt'ltlt <li-

r'('(tl) $ilh (lhitr:t lirt' tlt( l)lst li)ul
1cels. l{oval Silk s.lclly l'ikc llir\t ls

to (llrina lirtrl ot fivc lirttcs lt tt at atttl
sa,vs lrt hrrs notir'cd <lr arttatit itrt-
prort'nrcrtls irl tltc ( lltitx'sr' silk ittrltts-
tIy sinct' l1)11.1. (lhiIlr .llln()t ll()w
(l() g:lrnlenls ol a I'arisiatt rrr IIottg
K()rrg r'()rrlrrr-t'. l)ul ()ll a s( ill(' ()l ()rr('
l() t('rr (()rrc bcirrg Lrwcst), (llrirllr lrir\
irrrpr,rrtrl lr',,rrr :r tw,,-;rr rrl-r-lr.rll irr

lLlH.l ri' :r rix-rrttrl-rt-lt:rll irr I1)tti '

Royal Silk has corrtrilrrrtc<l l() lhc ilrr-
l)r()verrcnt by givirrg l)irlcrrl (lvcs 1()

thc Iacl(,r-ics il l)uvs l11)nr illr(l t!r)!'k-
i g with the (lhirrcsc to irttprovc <lyc

lcslilll,I l(ahDi(lucs.

.loe (irllirrs,:r snrall contPany hlrsctl
irr Atlarrta, (it'olgiu, also shut s Iltslr-
iorr tltsigrt cxpctlisc \titll its (llritttst'
sourres. (lollinr hinrscll rltsigtts tltt'
( ('l l):l||\ \ rrt( D\r!rirt' lttrt . srrr Lirrg
r Lrselv * it lt sevcral {ll(l()I ics 1{) (t-crl(c
galDrenls that rvill aPlxal to []S r()rr-

srrrrcrs. (lrllirrs rlr'sigrrs rrlrrrr g:rr-
urcrrls Ii r,rrr w:rslr:rblc silk lrrr<l is lr< lp-
itrg (.lrir.r's sill rrrrlrrstrr rL tr l,,yr tlrir
Irrrrrtiorlrl lalrrir lirr Arrr(ri(lrr ( lrs-

l\'lost tlS l)u\('r's rl.I c(. llritt llrr
rlrr.rlity rrl (ll:ircsc silk is cxcclltrrt.
l)Lrl llrirt ir(l\ull((.(l <lycirrg. Plintirrg.
irrrrl r,rc:Nirrg t((lrri(llr(r still l)r(s(rrt
PIolrlcrrrs li)l ll)(. ( ril)r)rt ilr(luslr'\.
(llrirrcsc silk I:rrtoricr rrlso lrrrvl ltott-
lrll rrr,rsr-;rrorIrrr irrg gorxls ol r orrri.-
lcrtl (lu.rlil\ lrrrrl rritlr tlrc rlrrit k lrrr'rr-
itrrrrrrrrl r'r'r;rritr'rl lo sllt\ Ilrtt itsl r,l'
llrst -t lrrrttgittg l:rslri{,rr rrlrlllcls.

\rill, rI|,'\t l'S r , 
' 

r r r I r I r r r r I . s ,rr r. Ir,'si-
trrr' .rlr,,rrt rl,.rlrtr[ ,lrr,,Il\ \\ill' (:lri-
rr;r's silL irrrkrstrl, titing tlrt :rrtrplt'

{
s

;
!{
6,

d

China\ fust US rifi €rAibir. held in New Yorh Ciry last fall, ottracted both Prospectite
bu).rs and interested obsen"rs.

China's silh potternt ore becomirg morc fanhionohle, but to signifcantlJ i crease exports
nore advonced dyeing, Pri ti,rg, dnd ucating lechniques orc needed.
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srrplrlitr ol rilk :nailablc an(l rcla-
tircll lrrt lalxrr tosts. l\lost sigrrifi-
r .rrrt, rr()lkiDg irr (ilrirra gircs IlS nr r-
rrlrrrtrrrtrs ol fitrislrt'rl gilrrrcnts llrc
( ()rrlx tili\( r'(18(' llr( )' rrcc<l lo kcep
plrtc ritlr Lrw-rost lrlorluct.r's 1-rrnr
Sorrtlr Kolcl. Ieiwarr, arr<l Hong
Korg.

As (llrirrir wolks to glub a lar-get
slrar'<, ol tlrc rrilr-k(,1 li)r' Iirrishtxl silk

lrr,rhtr ts. it i. ,l.ririn{ .r r\'irl( \.u'rctv
ol ralrrahlc rxJx'ri('n((' horl its co-
olx r irl i\'(. !('rt ut'('s r,!itlr LIS and ()tlrcI
lirn igrr lir rrrs. .{ltlrorrglr (llrina is not
.rl','rrt l,' .!\( n.rkt tltt ltali.rrr rilk irr-
(loltr\ itlrr linr( s(x,Il, as itssilk i[<ltrs-
lr'\ rr()(l(.rni/(,\ :ln(l rn()\'(,s ul)nlalket,
( (,Drlx til()r's hlxl lrcttcr kxrk ()ut. ,t
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Jrst ask arryone who
readsit

specific sectors of the econonry

().;oirrt venturc, coprodu< tiorr. r'onrpcrrsation
trirde-whiclr type of ;rgreenrent will work best
for you?

Q t:hi,,a's latesr legislation und hou'
it affects voul contract.

Q ()r'ganizatiorrs tnd
personnel-how to find
tht' cont:rcts you need
in (lh ina's conrplex
bttrt-itucracv.

More than
just the ne\,vs

\i sl I rrorrlrl lilt t,, sul:st r ilr to
ltu (:htnt ltrin,,r lltn'tnr.

\'lr r lrcck irr tlrr';rrrrrrrrrt ol t S $
is crrclosed. (l\cpavnrt nt in lrrll is lcquircd.)

Arr rrrral Rates ((i issrrcs):
tr $1)li. t S or (llrrlrlir

tr $llt!, oLrtsi<te tiS :rnrl (lanada (airrnail)
tr $(;6. sru(l( nt ()r [a( rrllv (US or ( ]rn;t(lir ()rtlv) .opv

ol currcnt Il) or f:r< rrltr lcttt rhead i: r'cr;rrirctl.

\.llrr

( )rg:rrri;arion

l\I:ril to:'l-lre (lhirra lltrsirress Rcric*, llllU N Stlt't't, N.W, Srritt 500
Wrsltingtorr, l).(1.2(X)3{i t rSA

Thrc Chira hninessReview
I'lre rtragazirrt' ol thc Natiorral (irtrncil lbl tiS-(lhirra'liarlt

ooo
arrd tlrc,v'll tell you tlr:rt no othcr nr:rgazirrc lrr-irrgs 1'orr as

rntrclr rrsc{ul irrlvir c, authorilativc analysis, rrn<l insight{rrl
(onlnrer)tirrv orr rkrirrg btrsirrcss uith (llrina. Sirrce I-()71

The China Business Raieut has oflererl its rt':rtlcrs a rlt'1rth of
l;at kgrrunrl anrl rletail vorr.jrrsl <lon't firr<l clst'nherc.

Q {llrin:r's rrcw lrr:rrrd o[ rrrarkt't socialisnr arrcl its inrpact on
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CHINA BUSINESS

lennifer Koch

+ ,l'
fle SATTS AND INVESTMTNT

IHROUCH DtCEMETR 3T

Arr.nBement/value/
D.te Repo.ted

foleign Party/
Chinese Pa.ty

Atiicultur.l Commoditie!

Apple and Pe.. Marlel-
in8 Boa.d (New zealand)

US Dep.rheol of ABri-

US Deparimenl of ABri-

Othet
(rRc)

At,kullur.l T.chnoloSy

Chinz's lmeo.ts
NA ([RC)/Naniin8 Down
ProcessinS tactory

NA (spain)Aupu Counry,

tnle. lodu{n6 tld.
(UK)

Will provide 950 ronnes o, apples in coun-
le.trade a8reement for 380lonnes of rnan-
d.rin orantes. r0/87.

Sold one million tonnes ol $/heat.t subsi-
dired prices. 11/87.

sold 150,000 tonnee ol hard .ed winter
wheat.l2l87.

Will donare l0,000 ronnes of train. 11/87

Supplied down pro<esint production line.
tl.86 million (*7 million).9/87.

Sold produclion line for canned oranSes.
11/87.

will supply 12 noltx 4-de(l sffeenint ma-
(hin€s fo' fish fanhinS. ts7,500 (135,000).
't1/87.

Abbd.rnul us€d rhr@thod r€xr: BOC: 8.nt ol Chi.a C  C: CMlAi.lion Ad-
mrni3lr.r'on ol Chin.; CAllCr Chid. N.ri@.lAuromlive l.dor.y lDpon{xpql
Corp.; CASS: Chrll& A..ddy ol Sci.l Sden6; CAIIC: ChiM Nati@.|ado lEh-
nolo6y lmpo.l-trpon Co.; CCTV: Chin. Cent l lehinon; CtIEC: Chi.. tl<tronks
rmporr.txporr Corp.; CERO|LiOOOS|Chin. N.rioo.l Cere.l!, Oil, rnd Foodrruffs lm
pon.lxpon Corp,; CHINATtx: China Nalio..l Teilrlei lmpon-EIPon Cotp.; CITIC:
Chan. l.l..n.lional Irurl and lnv6lme.i Corp., CITS: China lnrEnrlioml Tr.vll 5.r
vi(e; CNccC: Ch'na Nalio..l Ch.miol CoBl.udon co.i CNOOC: Chin. N.rional
olirhor. oilCoe.i CNIIC: Chin. N.rid.l khni..l lmpon Co.pi COSCO: Chi..
O.ern Shlppin8 Co-; CPIC: Chin. N.rio6.l Co,por.li6 o{ Ph..mcdli<.| tcommic
.nd Iehni(.| ldrernrtion.l Coopcr.rio.; tIDZi [.onmi. r.d l<hn.d Oadop
menr Zon.j lCaC: lndur.i.l.nd Commerci.l8.nI olChini; ICBC: lndu.r.i.l.nd
Commeki.lEanI ol China; INSIRIMPEX: China N.lional lnrl.um€nle lmpon-Expon
Corp,; rIIC: lnl.,nalional Truer a.d lnvElmenl Co.p,; Ucrir INDUSTIY: Chlnr Na'
r'on.l tithr l.dltrrial P,odud5 lmpon ttPon Corp.; MACHIMPEX: Chin N.rjon.l
Ma(hine.y Impon-E:pon Corp.j MAI: Mindryol Avi.li@ rnduqryi Mtl: Minirrry ol
tl(r,onr(s l.dun.},; MlNMtTAts: Chin. N.taon.l M.r.b .nd MiE .lr lmpod.nd lr-
pon Co.p.i Mtl: MinieIry ol Lithl lndurtrt; MOCI: Manitlr) o{ C@llndurrry MOPI:
M'niirr, oI P.iroleum lnduirry; MPI: M'f,isr.y ol Porl3.nd T.lEmmunic.laoB;
MwREt:Minirrry oI ware, N&ur(er.nd Ele.lri( Power; NAr NolAv.il.blc; NosTlCi
Nalional Defen*, S.ien.e, Tehnology,.nd lnduslry Commision; NORINCOT Chana

Nonh lndurrri.! Corp.; Stzr Sp(i.l E(o^o i. zon.; SINOCHEMT Chin. N.lion.l
Chemir.l5 lmporr-trpon CoD,; S|NOPIC I Chin. N.li@.I Perrdhmk.l Co.p.;
sINOTRANSTChid N.iion.l ldcdn T,.d. Tr.nrpon.r'on Co.p; SIICO: Sh.4h.i
lnv6rm6i.nd ltu$ Corp.j sPC: Sr.r. Pb..'naC@m'!.@

The Chini Busin€ss Revien/M.rch-April 1988

f q&*
The tollor{ing rables contain rerenl press repons of business contracts and negoiiations rxclusive of !h()se listed in prelious issues.

Frrr thc nxrsr part, the accuracy ol thcse repons is not independcntly confinled by Thc C,BR. (ilntra(ls denominated in foreign
(urrerrcir.s are convertrd int() US dollars a( the most recent monthly average rate quoled in the IMF's lntan&.lioturl Iinarrial Slati$li.s.

Nariorral (iruncil lcfirl)er firms can ( ()nlact the Business Informarion (lenter to obtain a copy of news sources and other availablc
backgrrrunrl informa(i()n concernirrg lhe businers arrangements appcaring below. Moreover, firms wlrose sales and other business
arrangcnrenrs uith OhiDa do not normally appar irr press reports may have them published in ffu CBR hv sending the information to
rlre attcntiorr of the Business lnforrnation Center at thc National Coun(il f<rr US-China 'l'radc.

El€(ster Oy (Finland)/
CNTIC and liuquan Milk
PIanl, Cansu

(rinland)/ri.njin No. 2
Muni(ipal D.iry Products

lnvestments in China

Will provide milk processint line capable of
slerilizinS and paclatin8 1,000 lit€rs per
hour.3'1.'l million (fM4.71 million). 12187.

Will linance eslablishmenl ol Tianiin Dairy
Producl Developmenl Cenler. ,3.{ million
(rM15 million). 12/87.

will set up (aitle breedinS center. t5 mil-
lion. 10/87.

siSned.onlract est.blishinS 1s-year
Yintl@u-Mannhaim Aquali( Ereedint Co.
Ltd. ioinl venture. Retislered capilal: t3.3
million (DM6 million). (tRCr2s%-PRC:7s%)
1n/87.

Class OHC (tRc/Kaifent Sitned conlra.l to iointly develop rice com-
Combine Hervesler Planl, bine h.rvener. 11/87.
seiiinS

Zhentda Croup (Th.i- will ioinlly conslrucl chicken meal pro.€ss-
land)/filin inq planr. 12/67.

Chemicels end Chcnic.l md P.troch.ni.rl Phnl. .nd Equiprncnt

China's lmoods
(US) Sitn€d agre€rn€ to rupply p€rro<h€mical

produciion equipmenl. 152 million. 10/87.

Will provide causlic soda production equip-
menl. ,28 million (rY4 billion). 11/87.

Outreach lnternarional
l-rd. (US)/Anda, Heilont-
iianB

Milsmannhaim Co. Lld.
(rRC}/ren6tuant Ma-

Daild Enaineenry Co. (la-
pan)/China Nalion.l
Con5tru.tion Corp.

Ronson (UK)

tummus Cresl (Can.da).
iubs. ol Combuslion tn-
Sineerin8 {US)/China Pet-
rochemi.al Corp.

Nobel Ab (Sweden)/
Shanthai WusonS Chem-
ical Plant

Two Japanese compa-
nies/linshan lnr€gr.red
Tradin8 Co. and Shan8-
h.i tlectroch€mical Plant

Silakovo Chemi€il
Wor&s (USSR)

ERt (HoldinSs) PtC {Ux)

Cosiain P€tro(arbon
(US)/Sh.nthai lnve5lmenl
ind Trusl Corp. and
Caoqiao Pelro<hemi(al
lnternalional Irade Co.

Tecnimont SpA (llaly)

will supply 880 tonn€s ot double sup€r-
pho5phrre. 1't/87.

Will consuh on layout of plastics facilily.
11187,

Will provide 10,000 TPY polyslyrene plant
11/87,

Wll assisl in construclint polypropylene
facrory. l4o million. 11/87.

will tr.nsfer ie(hnoloty for phosphoric .cid
tanl lininas. l1l87.

will supply five million butane tas aerosols
t2.5 million (.t1.5 million). r1/87.

Be8a n production of 300.000 fPY elhylene
at rwo perrochemical planti. 12/87.

will provide technolo8y and €quipmenl to
produce toluene diisocyanate. i42 million
(+160 million). 12187.
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Erit.in Oxyten Co. (UXy
Shanthai Wusont Chem'
ical Pl.nl

TX Croup (Ux)

Will set up.nd manage tas liquefaclion fa-
cililies. tl3 million (r20 million). (UK:25%-
PRC:7s%). 10/87.

Will invesl in p€tro(hemical cenler in Shen-
zhen, Cuan8don8. ,3.3 billion (12 billion).
11/87.

lnveshents in Chna

Conrtruction M.tcri.lr.nd tguipment

NA (US)

DanisliSpA (ltalyy8ue Willsupply 200,000 TPY high-speed steel
NinS lnrernalionalTr.d. rod mill. ll/87.
in8 Co.,lianSsu

lnvestnents in China

Ameri..n Protressive tn-
terpris€s lnc. (US)/M,.
Han Wenguan& Iian,in

CoNurnaa Good!
lnvestments in China

Formed ioinl venluie to produc€ tlass fiber
reinforced bathiubs at Sh.anxiClass tiber
t acto.'t. 9 /a7 .

L.unched ioinl v€nlure lo produc€ solaF
enecy lv.ler h€.ters. 11/87.

ProducinB loys at China ruwan Toys ttd., a
15-year ioinl venture. l4 million. 9/87.

torrned ioint venlure to produce int€rior
decor.tiv€ 8oods. (US:30%-PRC:70%).
9/87.

Sel up ioinl venture lo produce toilet soap.
9/87.

Si8ned agreemenl to ioinlly produce two
rrcnch perfumes. 9/87.

NA Uapan) and NA (HK)

NA (US)/rianiin tco'
nomic and Technological
Development Zone

NA (UK)/ShanShaiSoap

NA (rrance)/shanShai
Household Chemicals

sloveniiales Co. (Yugosla-
via)/8eiiin8 Miyun
Wooden furnitur€ Pl.nt

S.C. lohnson & Son lnc.,
lohnron wax divinon
(Us)/ShanghaiDaily
Chemicallndusrrial
Developmenl Corp.

whealon lnduslries (US)/
8€iiin8 Ceneral Class'

Started coope.alive venlure to annually
produce 8,000 sels of turnilure. 10/87.

tslablished 25-year joinl venture lo pro'
duce shoe polish, war products, ins€di-
cid€s, and cosn€lics. 17 .2 million. 11 /87

fstablished BeiiinS Whe.lon Class Corpora-
lion l-ld. ioinl venlure lo produc€ 14,000
TPY of Slas.sware. !12 million {+44.12 mil-
lion). (US:4s.7%-PRC:s..3 ). 1 1/87.

Two prival€ budnessmen S€l up ioinl venlure lo produ.e sho6.
Oaiwan)/Plasricsfactory, 12/87.

tLclro.ri.t tlc.l'L.l tqulpmcnt,.nd Cofiputcr Soltu.rr
Chin.'s tmlotts
Memor€r Co. (US)/8ei- will supply pluS-compatible p€riph€rals.
iint brench o, aOC t1.9 million. 10/87.

Unisys Co. tus)Ainiiant Supplied computer sFtem lo be u!€d in
X.ramay Oillield in Xiniiang. 152.21 million
10/a7.

Asian lnslrumenls Co.
(HX), dislriburor for Texas
lnstruments lnc. (US)/Du-
rable tlectric.l Metal ra(-
lory, joint venture be-
rween Durable tl€ctrical
Melal tactory, ttd. (PRC)

and Wlndmere Corp.
(us)

IBM Corp. (Us)/Shanthai
lndustrialand Commer.
cial Bank

K.pili Lrd. (UK/8OC

Sold four sets ol 4381-P13 compulers and
80O termin.ls. 11/87.

l8M Corp. (US)/ICBC

5!pplied auromated tride financing sofl'
w.re pa.l(ate. !164.000.'11/87.

wall supply a{,romared bankinS equipmenl
tor ICBC branches ar Yaniai, shandon&
Hefei, Anhui; fo6han, Cu.ntdon& Kuo-
min& Yunnan;.nd Xi'an, Sha.nxi. 1l/87.

Supplied Ieras lnstrumenls Syslem 1500.
10/67.

The Chin. Eurinesi neview/Mich-April t988

14-bank inlernation.l
syndicare/HuanenS lnrer'
nalion.l PowerDevelop'
menr corp.

Hont Kont bran(h ol
Credil Commer(ial de
rrance/ClTlC

Bank of Ame.i.a Corp.
(USyChina Merchants
83nl, Shekou StZ

Si8ned a8reemenl to esl.blish correspon'
denr bankinS r€l.lionship. l2/87.
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victor Co. (lapan)/China
Ton88uan8 fleclronics
Corp., Eeiiint

Adra Sysr€fts loc. (US)/
Eureaus ol eherty, tor
eslry, and machinery of

Cable and Wrcless (UK)

Dalap.ep Lld. {H()

Op€ned fon88u.n8 ShenSli China Tech-
nical Center joint v€nlure to lrain personnel
in repairing electrical produ.ts. 13.3 million.
11/87 .

will supply 20 Cadra ll me(hanical desi8n
and drattinS sohware syslems. 11l87.

Will supply three Hotel Applicalions System
pa.l.Bes io ho.els in Beiiin& tiaonin& and
,i|in. t640,000. r2187.

will provide five tICO prop€rry man.F-
ment sysl€ms lo holels in l-iaonin& Shan-
don& Cuantdon& tuiian, and ,ian8su.
12/a7.

supplied manula€lurint sottwar€ for us€
wilh l8M's 4381 DOS/VSI system.
t270,ooo.12187.

MSA lntenunonrlln(.
(HK), !ub5. of Ma.age-
menr scien<e America
(US)/ShanthaiAvi3rion
lndusrrial Corp.

lnvestmenrs in China
CCA Corp. (US)/CtltC

Wang P.cilic Lrd., subs.
of wanS An Corp. (US)/
HonS KonS b'.nch ol
China tverbrishi Hold-
ings Co. tld.

Iclatec S.A. (tran<e)/Liao
Yuan Luminaire faclory,
Shanghai

Othet

t{.bliihed Clllc-CCA joinl venlure elec-
tronics service cenler. 10/87.

formed partnership ro iointly marker sofi-
ware.pplicalions and hardwar€ to HonS
Kong firms. 11/87.

Hayes Microcompuler
Producls (US)

Philips Co. (N€lherlands)/
liantsu

[lect]o[irs (Consufi er)

China's lmports
Ovvens-lllinois Television
Producrs lnc. (us),
Sumilomo Trading Co.,
and Nippon tlecrric Class
Co., Lrd. 0apan)/Anyan&

siBned contract esrablishinS srNoLUx ioinl
venture to produce slr€el lamps and minin8
and conslrudion lamps. i3.5 million.ll/87.

will ser up modem repair shop in 8eiiin8.
12/87.

Si8ned memorandum for cooperalion in the
eleclronics induslry. 12187.

will constru(i planl to m.nufa(lure tlass
pa.rs tor (olor Tv bulbs. 165 million. 9/87

Treatlink trd. (UK)rchin.
Hu3nyu tleclronic U.ion
Co.

S€l up a ioinl venlure to assernble Tv sets in
tnAland. 1493,000 (130O,00O). (S0-50).
10187.

Ch ina's lnvestment s Abroad

[ndreerint and Constluction

lnrcstments in China
Hwa Hong Corp. Ltd.
(Singapore)/China Non-
ferlous Merals lndusrrial
forei8n tn8ineerins and
Conslruclion Corp.

tilr.rcc .nd l.nlint
Swiss Confederalion
(Switzerland)

HunBarian ForeiSn T.ade
Eank Lld. (Huntaryysoc

Atency ,or Technic.l and
Economic Cooperalion
(sweden)

tormed NfC-HwA HonS Conslruclion and
Tradint ne ttd. ioint venlure to .onstrucl
industrial buildints.nd tr.de construclion
malerials. i5 million (St10 million). (50-50).
tt/87.

will provide 100 million Swiss francs (t67
million) in mired ,inancinS. 10/87.

Si8ned aSreemen( to sertl€ barler lrade
lhrouSh banks. l0187.

will provide sofl credit loan for conslruc'
lion of Sanbao lnland Terminal wharf in
HanB1ho!, Zheiiant. tr.9 million (SK12 mil-
lion). 11/87.

Si8ned 3 1/2-year $90 million ryndicaled
loan atreemenl lo finance imports for
Shidontlou No. 2 Power Plant an ShanShai.
-t1/87.

Si8ned s-yea., t4 million loan to tinance Lin
Ru CokinB F.clory in Henan. 12/87.



B.nque National de Paris
and Banque frincaise du
Commerce Irlerieur
(franceYClIlC

oeutsch€ Banl AC and
30 intemation.l bank/
StNOPtC

C.edil Suisse {Swit2er-
land)/tCBC

will provide 1o-year, t150 million two-
tranche loan. 12/87.

5i8n€d rtr,o a8reemenls ro s€l up cor-
respondenl b.nhn8 relalionshrP and io ex-
cha.te tr.de and lechnical info.mation.
12/67.

food Scrvlcc ud food ?roccrrlng

Chin 's lmports
Fenari (llely) will supply fer:ri Erut 19821o holel!.nd

Inmd'hip nor6 in B€iiint.nd Guantzhou.
10/87.

Aho-Sh.am In(. (US) Si8ned thrEc l€ners.of-inlenl lo provide
fodd pro(esint m.chinery in counlertr.de
.rran8sncnt. 12/87

Munk .nd s€hmitz (fRG) will iupply 23 lincd berr-brewint tanks.
.nd Clobal C.thay l-ld. 12/A7.
(HK)Ai'.n Erew€ry Fe(-
tory

,rwst ncrl! i, Crrina

voes! Alplne lntenr.din& Wll build 5,000 TPY citrk acid plant. 1'l/87.
subs. of voesl Alplne
(Austriayzhaniian&
CuanSdont

sara Lee Corp. (US)/Yue tormed idnt ventu.e to produce cookies
XIu Enterprises for two CuanSzhou oullets. 12/87.

Sara Lee Corp. (US) and totmed b€ver.te ioinr yenlure in Nintbo,
Dairy Farm Co. (HK)/ Zheiient, 12/A7,
Three PRC pe(nerr

.cI .. Toolr .!d ,A.hhcry
Chit t's l',!,portt
EUSM Co. ttd. (UKy SI8n6d contr.crrlo 5upply m.chinery to
LICHTINDUSTRY Hun.n.ndli.ntxif.clori6.tlo0,0OO.8/87.

Rhod6 Pierce-All {UK) \Mll lranCer ih.el meial purrch press tech-
noloty. 8/87.

NA (Yutclavia) Will rupply m.chinc tool6. t56{),om. 9/07.

xrani :lccrric Co. (Yuto- Will rupply num.riol cont.ol m.chi.c lools
slavi.) .nd electrooic p..is and cofiponenls 130

million. 9/87.

Hi8hfield Cea.s (UX)/Sei- Will supply 8ee7in8. 10/87.
iint l.tem.lionel ClJkure
txchant€ Cenler

Ddlict M.chine Co. (US) Will supply mechinint syslem to male oil
fi€H pumF, t1 million. 11/87.

Mccill Envimnm.ntal Suppli.d 70o tp€delized bumeB. More
Systcmr, robs. of lntcrn.- th.n tr million. 1 U87.
lional Technoloty Co.p.
(us)

lnvesfitents in Chha
AVt List CmbH (A!srria)/
INSTRIMPEx, Bei,int

Allen-Eradley Co., subs.
of Rockwell lnternational
(Us)Aiamen SEz Con-
slruction and Devpt.
Corp., MACHIMPtX,
Minislryof MetallurSical
lndustry.nd China Na'
lional Machine-BuildinB
lnduslry Supply 5.1€s
Corp.

Othet

Op€ned cooperative venltlae s€rvice center
for Ausrrian-buili enSines. 1 1/87.

f ormed Allen-Bradley Enterprise Xiamen
Ltd. ioint venrure to produce, sell, and ser.
vice.ulomalion control producis. (50-50).
12/A7.

Eritish United Shoe Ma- SiSn€d atreement to eslablish sho€ manu-
chinery Co. (UK)/CNIIC facturin8 mechinery seMce centet. 11/87.

ilcdkrl tquiPtn nt md Dcvi(ca

Si8n€d buyer's credil aSre€menl to provide
93.5 million francs ($15.5 million). 12/87.

Chine's lmpods
Cardio-Pa(e Medi.al lnc
(Us)/Qinlint Semi'
conduclor Co., 8aoii,
Sh.nxi

60

Opened QininS Medical ioint venture to
produce c.rdio-pacemakers. 8/87.

lohnson & lohnson (US)

The Chin E{ine3s Revier/M.rch-AFil l9tt

lnvestments in Chine
Two l.panes€ compa' Be8.n produ<tion of Polyner intusion and
nies/rwo PRC companies blood recyclinS appar.lus at ioini comPany
and rianiin ETDZ lS million. (50-s0). 9/87.

Crown tyeSlass IUK)/ Will siSn aSre€ment lo lct up eyeglass lac-
Shenrhen tconomic lory.nd bramh outlels. 10/87.
Developmenl Eoard

lohnson & lohnron (USy si8ned atreement to sel up Shanth.ilohn-
ShanBhai tiygeni( Supply son & lohnion Lld. to produce adheive
worls b.nd.86. Ovet 15 million. (US:60'b-

PRC:alYh). 1 2/87.

,rlet.lr, Min r.l+ .rd Prt !.tint lcdrnoloty
Chinz's lmpollt
llalimpianli (llaly)/rianiin SiSned contracl lo build 500,0fi) TPY neel

tub€ Lctory. 12.l million (ll-3m billion).
9187.

will supply (omplele ball mills with clasq-
fiers, pumps, and coni.ols. tri million.
1OlE7.

victori. Slatc (Aunrall.Y
CITIC

tsrablished Bohai Aluminum lndunries ioinl
ventur€ io build aluminum rollin8 milland
exrrusioo plant in Qinhuantdao pon. 7/E7.

ProducinB weldint rods at Tian,in-linyan
weldin8 M.tenali Co. l"ld. loint venture.
9/87.

NA (Singapore)^ieniin
Weldint Faclory and
Tianiin tTDZ

Mlnin8 Equipmcnt

China's lmports
five Canadian compa-
nies/raibao County,
Shanxi

Ma8ran Marble lnduarial
CoA, Lrd. (Macaoysi-

MINMITATS

Mineral Proce.ring Syr-
rems lnc. (US/DennB
Copp€r Mine, li.ngi
lnvestneats h Chine

N.tional6rs Co.
(trance)/BeiiinB Munici-
pal Covernment and
ShanghaiCas Co.

Amoco Orienl Pel.oleum
lnc. (US)/CNOOC

Japan Petroleum txplora-
rion Co. Ltd, (lapan)/
CNOOC

Pharrnrc!utiaala

lnvestments in China
Marub€ni Corp. and a

lapanese medlcel venture
company 0apan)

Wllsupply (oal minint equipmenl. t57.5
million. 11/87.

si8ned aSre€ment to establish Eaoxint Mar-
ble Ltd. ioinl venlu.e lo mine and process
m.rble in Si€huan. t2.4 million. 11187.

I.mrocl (f inlandYCNTlC
and Ministry of Railroads

lnauBurated drillers t€ChnoloSy service cen-
ter ro fa(ilitare mine and tunnel conslruc-
tion.11/87.

P.ct.dnt Mrt.ri.l!
ln\cstments in China
Chiap Hu. Croup (Hxy wll r.l up 70,500 IPY idnl v€nturE box-
CITIC and Chin. Re- bor.d mill. t20.5 millkxl. 11/87.
sources (Holdiog) Co.

PctroLu|lr, t{rtu.l G.t rnd t.Ll.d fqulprncnl
Aina's lmoorts
CEC Sw (haear, subs. of Will 3lpply switchSc., lo lhe Shendi dl
CEC (Ux) licld. tt.6 millbfl {Hxll2.s millloo). 10/87

lnduitri.l Alloy f.brica- Sold methanol e{r.dint device. 11/87,
tors lnc. (US)

lnvcsl],,f,,nts in China
SiSned ioinr venrure atreemenl tor .es€arch
and developmenl ol ihduslri.l t.s produc-
lion. 11/87.

Sitned p€lroleom
area 06/15 of lhe

Sitned petroleum
erea 13/03 of lhe

exploration contract ror
Aohai Culf. r 1/87.

explorarion (ontract ror
Bohai 6ulf. l2187.

Will .€t up ioin! venture to process elasles€
to rreat anerioicl€rosis. Retinered c.pilal:
t2.1 million UI280 mallion). (MC:40%-
Other:10%-PRC:50%). 11/87.

willconducl fe$ibility slrdy tunded by the
US Depanment of State of trclory to manu-
facture Venol .nal8€sic ptductr. 12/A7 .



China s Investments Abrcad
A.T'B. tlealth 8€verate
Co., Ltd. (C.nad.)/Hant-
rhou Second Tradilional
Chinese Pharm.ceutical

Poila

Chin.'s lmoon3
Pon of Cotherburg Con-
sulrancy (Sweden)

Po.t Authority of New
Yort and New leriey (U5)

Sitned cootract to ,€t up ioini venture ro
produce traditional Chin€se pharmaceuii-
c.ls in Canada. 10/87.

Sitned lwo World Eanl conlr.ds to ev.lu-
3te lechnicel and environment.l probl€ms
in Xiamen, Nintbo, and Shanthai harbors.
9/87.

Wll provide manatement and operations
lr.inint for ereculivei from Ti.niin, Qint-
d.o, D.lian, Nintbo, .nd Shenthai pon'
10187.

tncinal Co. (U5/NaniinS
Pon Adminiskarion,
liantsu

Opened Nanjing lnt€rnalional Conlainer
toadint and Unloadint Co. ioint venture
sp€.i.lizint in harbor consttuction and op-
er.tin6 oul oI Xinshen8wel Pon. tl million.
(US:27.6ryo-PRC:72.2%). 1 1/87.

?orc.,lrntr.nd tquip ert
China's lfi@tts
Elkraft (DenmarkyFu- Sitned conlract to drert pbnr for 100 meta-
shun, Li.onint walt power stalion. 9/87.

Uni-Ph.'se lnc. (USy wlllsupply capacilor banks.nd ene€y-sav-
MelallurSic tqlipmenl int equipment. 11 million. 10/87.
Corp.

A!€a SwtchBe.r (swe- Sitned me.norandum to provide rinc oride
denyshanthai Uniled surye arr€''te$ te(hnoloty. 11/87.
tlectrical Appliance Corp.

?rinrin!, &o.d..rtin& Pnblilhln!, rnd lledi.
lnte.st t€ats in China
AmFx CorP. (USy will cooFrativ€ly produc€ color television
Shanahai Broad(aslina rruck ,or s.en€ shootinS and live tele(ast-
tquipmenlraclory int.11/87.

Guam Tr.vel Scrvi€€ Esiablished lo-year ,oinl venture advenisint
Center (Cuam, US terri- firm. t1.1 million. (50-50). 11187.
loryYchina Tian'e lnler-
n.lional f ravel SeYvice
Center

Daniel l. tdelman (USy 5ign
relal

ed a8r€ement lo cooperale on public
ions pro,ects. 11/87.China Media Devel

menl, subs. of New

othet
(spain)

China

Signed aSreem€nt ro coop€iate in shon-
ryav€ liansmitlinS lervic6. r l/87.

P.opc?ty Dcvelopmelt .nd P.opcrry MrD.temenl
China's lmpotls
Ramada lnlernalion.l lnc.
lusyworld Chioa Trade
lnc. ind Eeiiin8 Asia Ho-
rel Co. trd.

Richard tllis lnlemalional
(Us)/China wodd Trade
Center, BeiiinS

Sheraton Asaa Paciric
Corp., subs. of lIT Corp.
(US)/Sh.nhai8uan, Hebei
t.onomi( Developmen!
C"rp.

le€ Cardens Hotel lnter-
nationalCroup (Hl()

5i8ned
in Eeiii

asreemenl to manate the Asia Hotel
rt,11/87.

Appointed sole marlelinS a8enl ,or lhe
Chin. World Trade Cenler. 11/87.

SiSned contracl to manage Sheraton Old
Or.8on Head Hot€|. 11/87.

Si8ned lhree m.natement conlracls for:
Sh.alou lnternalional Hotel, GuanSdon&
Zhuhui Hotel, ii.ntru; and TianpinS Holel,
Aeiii^t. 12/a7.

lnvestfients in China
Yamato House XoSyo
and Marubeni (lapan)/
Eeiiing tasl Wind ASri-
rullure, lnduslry, and

tst.blished Eeiiina Co., ttd. ioint venturc lo
service apartmenls, condominiums, and
5potu lacilties buih exclusively for ,oreitn
residenls. t8.4 million 0I1.2 billion). 10/87.
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Saniei Co. trd. Uap.n)/
Mailyard Carme.ll Co.
trd.

5r

lnvljstfients in China

Lee Card.ns Hotel lnt€r-
n.lion.l Croup (Hxy
China Law A(.demic Ex-
chante Service Co.

Linwa Entioeerint Co.
(HK)/Suzhou Ir.vel and
Tourism Cotp.,lian8su

China's lnvaslfients Abrcad

ConslructinS lhe,oinl venlure Ti.nrint Ho'
iel fe.turinS a law rete.ence room and la*
consultinS s€rvices. 139 million, 121a7.

Began construction on {00-room Zhuhui
Holel ioinl venture. 12187.

David Euilde.s lnc. (U5/
China Stare Construction
tnBineerint Corp.
(c5cEc)

S.icnliffc lndrumlnts
lnvesiz'€nts in China
Colhe.m Co.lfrencey
Eeiiins

ShiF .rd Shlppint

AP Moller (Denmarl)/
cosco

Sold Iive C-series container ships. 10/07

CSCTC boughl 107 .cres in Florida and will
de€lop 400 multi-family dw€llin8s. t1.7
million. 9/87.

Sitned letter of intcol lo co-p.oduce thc.-
mon.b. 1 1/87.

Sitned cooperative produclion atre€meot
for rolary prop€lle, 1u85. 787.
Opened Wanduli Uniled Co. 1o-year ioint
venlure lo repair shiF. 10/87.

will sitn atreemenl eit.blishint ioint ven-
rure air courier service. (5O-SOI. 12/a7.

Provided le(hnol y and training to manu-
l.clure monolilhic qu.rtz crystal fihe.s.
1OlE7.

Will supply 26 SFtem X rxchanger 6r Chr
na's reilw.ys. t10.5 million (r5.4 million).
10/a7.

Will supply maritime satellite tround ila-
tion. t8.6 million. 11/87.

Signed technoloSy tr.nrfer atreement for
€ompulerized control switchboard lech.
niques a.d production. 12/87.

Williupply I-bar swtchint equipment for
live branches of ICBC. l2l87.

Supplied computer-conlrolled switchinS
system. 12/87 .

Centrade PTt ttd. (5in6a-

NA (5in&poreyQintdao,
shandont

TNf Skypak. subs. of TNT
rrd. (^ustralia)/
SINOTRANS

Tclaaonrmunlaalions

China's lm!,ons
Piezo Technoloty lnc.
(USYQu.n, tnterprise
Ltd.

Pleseey Pl.C (U()

t.B. Nera (Norway)/
INSTRIMPEX

Philips Corp. (Nether-
l.ndsyctltC

Cable and Wtreb5s (UK)

NA (Swiuerlandflianiin

lnt,€s'J7rcnts h Chirre
NA 0apan)Ai'an Cabl€

NA (CanadiYShenzhen

Will produce optic.lc.ble. 10/87

Cable ind wirelels (UXy
Tianiin Posls and Iele-
communications Admin-

Will sel up a ioini venrure to produce tele-
communications equipment. 11/87.

Sitned aSreernenl for a lelecommunic.tionr
development pr ram includinS installation
of ditilal tel€communications equiFnent
and mobile ridio lelephone s€rvice. 11/87.

Rolm Hont Kong Ltd., Opcned seivice cenler lor lmponed com-
subs. ol IBM Corp. (US)/ puter-controlled telephone €xchan86.
Beiiint Telephone Bu.eau '12/8r.

T.rtih. .rd Lr l. EqulFn.nl
lnYeshents in China
DMC Texlile Croup Will produce prinled all. 8/87.
(Franceyshanthai

Yoin Corp. Uapan)/ Set up Jin,iant-Yoin Carment Co. ioinr ven-
,iniiant Holel, Shanthai ture to produce apparel. 9/87.

world Co. {Japany Eit.blished Shanthaiworld Modem t.$-
Shanthai Clothint Corp. ion Co.p, ioinr venture lo prcduco apprrel.

Redsrered c.Fla[ tl.2 millio.l. 10/87.

Sitned counterlrade atrecmenr to produce
40,000 tarments for expon al prererenti.l
pricer in exchante lor rechnicaltraininB ol
10 p€rsonnel per year in iapan. l0l87.

lnveshenrs in China



NA (Japan/Nrnlon& tslablished DadonS Co. tld. ioinl ve.lure
l,ancsi (olton te(ile m'll lo P'oduce rable naPlins' fl milfton. (J:,r0'lb-PRC:60'x') 12lE7.

Iransportrtion and Tranrpottation EquiPmenl

China's lmpods

Shon'id8e ttd. (HK)/
CITIC and Beiiint No

Federal Avi.tion Adminis-
tralion (US)/CAAC

Bauer Aerospace (US)/
CAAC

Toyora Moror Corp. (Ja-
pan)/Eeijint Capilal Auto
Corp.

NA (sweden)/CAAc

Sitned contra.t esrablishinS Beiiint Lithl
Aulomobile Co. l"ld. ioinl venture to pro-
duc€ liShl-duly lrucl(s. t1,13 million (Y537
million). (HK:25%-CITIC:70%-BAw:5r)6).
11/87,

ASreed to train Chines€ p€rsonnel responsi-
ble for inlp€dint CAAC aircrafi for air-
$orlhin6r. 8/87.

Dis.ussinS s€rvi(e, mainlenance, and over'
haula8re€ment. 9/E7.

tstablished Capilal Aulo-Toyota Drivers
Tr.ininS Cenler. 10/87.

Olhcr
tucas (UK)/l-t oyan8 TI.c' Will lr.nster diesel inie.lion lechnologv.
ro. racrory, Henan 8187.

Geoeral Motot Co. (8ra' Sold 8,14 automobiles. t5.5 million. 9/87
zit)

Will provide parts lor 72 passen8er buses.
9/67.

Willrupply 180 kits lo male medium-size
b'rses. 11/07.

Willequip radial tirc produclion facality. t13
mallion, 11l87.

Will build lruck repair b.se in Nan.h.nt,
)iangxi. 12/87.

will supply dies€l lrucl e^$ner..t2187

tslablished lhe Tianiin Tiaoshan Coniainer
and Truck Transponation Corp., ttd.7lA7

FAP Automobile tactory
(Yusoslavia)

ruii He.vy lndustri€s Ltd.
and Nislan Diesel Moior
Co. Uapan)

lndustrie Pirelli spA (lt
aly)/Chinese Chemical
Construclion Corp.

lsuzu Molors l-ld. (ra-
pan)/lian$i Aulomobiie

Hino Morors l-ld. oapany
China Chan8chun No. 1

Aulomobile t.clory

lnvestments in China

Detroil Diesel Allison,
div. of General Motors
Corp. (USi/CNTIC

Miaaellaneo!t

lnveshents in China
tancashire Polyle€hni.
and Lan(ashire Enter-
prises Lld. (UKYColle8e
of Commer.e, Beiiing

Othet

Signed m€norandum to lrain ah l.affic and
aviation engine€rin8 perso nnel 11/87 .

tstablished a s€rvice and sales cenler in 8ei-
iint 11/87.

willest.blish ioint venture for langua8e
trainint and marleling advice and in{orma-
rion to increase UX expons to the PRC.
7 /87.

tsrablished sino-l.paner€ New lndustry
loinr Dev€lopmenl Sociely with subdivisions
dealin8 with light indusrry, medicin€, !our"
asm, t€lecommunicalions, tran.porl, and en'
etay.6/87.

Signed agreemenl lo stren8lhen exchan8e
ol administralive intormalion and research
achievemenls, and to cooperale in orS.niz'
in8 visils, semin.r5, sFposiums, and ir.in'
in8 courses. 6/E7.

s'gned a8re€ment to prov'de assisiance for
educational. scientilic. cullural, economic,
and social developmenl activities in order
ro erpand academic exchanges between
China and the US. 7/87.

SiSn€d agreelnenl lo cooPerate in develoP'
in8 trade and business opponunilies. 8/87.

signed two agreemenls on space micro-
Srnvity teslinS ulilizint PRC return salelliles.
.t2187.

Yamakyu Corp. (l.pan)/
Tianiin br.n(h of
SINOIRANS

Hut(hison Whampoa
(HK) and tockheed (US)/
CAAC

Mess€f,chmili-Eolkow-
Blohm (tRC)/CATIC

l-utlhansa Airlines (rRC)/
CAAC

Wllleslablish China Soulhern Aircrai tntL
neerinS co. joint venlure lo service aircr.fl,
p.rlicularly thos€ oPeratin8 out of CuanS
donB. i30 millaon. (HK:25'),{rUSr25%-
PRC:s0%).8/87.

CondudinB leasibilily study ior ioinl ven-
lure lo produ.e the MPC-75 passenger air'
crah. lnitial slate: ,110 million; produciion
sla8er t870 million. 8/87.

Si8ned agreemenl to produce aluminum
piitons.8/87.

tsrablished Sino-Nissin Transporlalion Co.
ioinr venture lo s€t up facsimile and on-line
compuler lint5lo provide mirine and air
(rrBo inlormalion. 1140,000 (J+20 million).
(s0-s0).9/87.

tsrablished ioinl venlure ancrafi mainle'
n.nce center. 1160 millaon (+600 million).
10/87.

US Association of Physi-
cal Plant Administralors
ol UniveEilies and Col-
leges (US)/China 

^sso€ia-rion o{ Collete totisti..
ManaSement Sludies

Ford Foundation (USY
CASS

Kolbenschmidl AC
(rRC)/ShanBhai Automo-
bil€ lmpon aod t,(Pon
Corp. and ShanShai Pis'

Nissin Corp. 0ap.ny
SINOTRANS

Mrnistry of Researrh and
r..hnoloty (rRC)/China
Crear Wall lndusrrial
Corp. and Scien(e and
Technolo8y Commision

CLASSIFIED ADVERTISING
POSITION WANTED

SEEKING CHALLENCING WORK
llr (,lrill.r. ( ; r : r r I r r ;r I r r r ,.1 \l.r] H8, lillA ill
lIlll llus ll)in()r' (]hirrcrt Studit's.
Stu(lic(l ()tlc vear-ill (:lrirr:1. A. Kavc,
7u7ir l\l:rIa:rort ['1.. llon,,ltrlu, HI
9tjU2r-r. (lt0ll) 39 lilt I l

JOB OPENING

TECHSEARCH ASIA. a rlirision of
'Iirhnralk Asia, [,td.. Pr'()\'i(l(s re-
( r lri|lrenl r, rrirr't [,'t tt'r lrlrir lrlrrr i_

(r)1c(l p()sili()trs itt Hong K()Ill{ a()nl_

pilIl ic s. l-rrgirleers, l('cl)lli( al
rlx cialists, lrrl(l rltallallct \ ll('c(lc(l
( l()nt n( t R.l\l(trc 'l-honrpsolr, Ilrrxrks
'lhorrtpsort l,td.,2l/I| llc lg ian
IIouse. 77-71) (iloucestcr- R()ad,
\lant hai, Ilottg Kong.

ADVERTISE IN CAR CLASSI.
Fl t DS: $t{.:,1I lx r lir rr'. I,,rrr -lirrr tr rit r-
lrunr (Sll+). (irtrrrt ll{i ( lrilrit( l('r s Ix t

lirrr', ilrtlrrclirrg sl)J.('s aIl(l l)lrtl(tlllt-
li()D. (i()[)y rrrrsl lx' l]'pcrvr.ilt(tl illt(l
rt'rt'ilcd b1 lhc Iirsl ol thc rrx)!tllt
l,r((c(linBtheissu( (i.c.,Junc I Iirr tlrc
.lrrlr Arrgust isr'llc) I'r'cpaut)cIIl t'(-
<1Lrilr.rl. Scrr<l tt' '1fu (.hittu llu\inr\.\
/i,r,r,a', lxlx \ Sr((1, \.\\'., S(rir{

a){)0. \{'ashingt()n, lXl 200lt{i. I'ub-
lislrc l Icscrycs l ighl l() t'(jc(t ( )r-.lrt(( l
I{l\'( r t ising al lnv lir( .
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WrLLl^ J. M(iIklNou(;H. vi(€ .hrirnran ,,f rhr
boatd, Firlt Notktul tunl ol (:h'rag,

JoHNJ. MurpHy,.hairrnan ol rh. b{,nrd.
president. and (hief exe(llrilc olli(.r,
Dtds.t hdL\tn.\ In .

CHRIsTopHI:r ll PHrl.t.rps(H(rn,rrrl). !.litc(l
presidcnr, 7tu Nariotu, ()'u,til lnt Lts

PAUr R^v!:.srF"s, prcsidenr (rer), 
^R(lolnt?nauo,ul Oil t (kL\ (hnptny

STEVEN G. RoTHMDTER, (rtairfirtln a'xt (hi.f
€xe(utive olli.er, N,rrru.tt Airlitus. htt.

D^vrD S.'I^pp N..JR., chairnran and (hief
exe(ulive om(cr, lluor (i,?,r.1'du

D^vrD lrNor.riR. ( hrirrll aln, 'litull.r It r.tz

P^uL W V^N Otl)uN. cxc(rrtiv( !kc president
and menrber (,1 rhe (irrp)rarc l-xr( urivc
Ofiice, G.,,1(tl L:l.drr. (i,nfunr

CoLrN WtasTLR, cxc(uri\'c !i(e pr.sid.'I, ,1,

FR^NK Z^Ax, partn.r, /zurnl tr.P! €

WASHINCTON STAFF
I)residenr: R(x;f,R 14r. Sul-l.rv N

Vi.e Presidenr: RrcH^rD l:. CrLLEsprr:

Rusinrss Advison Seni.esr K^REN (;rlr:N
(lhina Busnress Review: M^DEl.yN (:. Ross
Itrf(,rnrarn,n Seni.es: M^R!^NN^ (;r-^H^M
Busincss Infomarion Centeri Jr.NNrFtr l.larl.rl
Itlanagenrnr and Budger, RrcH^RD L

l8llt N Strrct, NW Suile 500
Wnshington. DC 200:16 tJSA
(!02) 429-0340
'Llcx: 64517 Ncusfiur,r
lclelax: (20?) 775-2476

BEUINC OFFICE
Dire(ror for China Operati rs: M^KrrN Wr: .

Assisrant Adviseri l,ru JrNcMrNc
Suite I 136, Beiiing Hotel
Iclcphone: 5007766, exr. 1 136, 551:t6l
(lahle: us(}rrNTI^D
Telcx: 2263? NCPEKCN

HONG KONG;
Ass().irle Counrl: BINJAMTN P lrsHB(,RNL, lll

US GOVERNMf,NT OFTICES IN CHINA

EMBASSY
,\tr'bas\ndor: lf INsll)x l-()Rr)

l)cpulr (:hi(.1 ,)l ,Ui\\i,trr: l'r:rrF loMstN
,\gril ulturrl (innry.l,,r: l)^vrD IU Scr(x)NovlR
( itrtr'rri ill (1.tr!!{ l(tr Rr(iH^RoJoHNsroN
(i,ornrrl irl ()fln.' s: l)rNNrs ll^RN!-\. Wrr.LtAM

llrr:Kxr:. IIM(Ilrty If S r R^r r()RD.

!:((trntrnn (:rtrurs.l(, : KrNI WIr.l,!:M^NN
3 XnAhui tki ln,
li!,rnxnncnwai, B{ iiiD,{
li'l(ph,'n( : a,2-38:il
lalcx: :!7()l 

^M!:Mn 
(:N

C}TENCDU CONSUT-ATE
(i,r)sul (;lrtr.rrl: Wrr.r.r^M W. I lr()MAs, JR
l).tnr! l'nn(il)al ()ltrcr s(:(,n llr:r.r"1Rr)

JiDjians H,,cl
l8i, R.Dnrtr R{)xd
(:hcngdu. Si(huan
Illcplxnrc 28-2.1.181
'lik x: 6lr I2tt 

^(;(;(:lr 
{ N

GUANCZHOU CONSUI.ATT
Consul (;eneral: M^Rx l'r Tr
Deputy Prin.ipd O,fr(erl}-((n!trrn( s.{ ri,,r

Chief: SrrPH[N A. S(:Hr^rUr:R
Co mer.id Ofii(e6 NoR^ SuN. l|^rRy

FRIIDMAN

L.onoDri( Om.er: So(:HIN(; ls^r
DonSfang Hrnel
Telephone: 669 90{)
Telex: 444311 czDDr cN

Alln: LISA (inBulnrr

SHANGHAI CONSUI-/ITE
Consul (;eneral (IrARr,[.r'I-, Syrrr:s r!]R
Depury Pnn.ipal Oflner/tirtrx,rn S.( rirnr

Chief: M^TrHr:w Il W^,rD
Commerial Ofil.er: B^RB"aR^ Sl-awu(:(r
1469 Iluaihu Zhong t-u
Telephone: :'i?9-880
Telex: 33383 tls{:(; cN

SHENYANC CONSULATE
(itrrsul (knernl: C. EucLNFrDoRRrs
E(,nr(,flri( O6.er: l-^wRtNcE A. W^r.xrs
(innnrcr.ial Omcer: Wrr-Ll^M CtNrr-R
N,, 40, l;ure 4. S€rti('n 5

Saniing Sl, Heping Diltrict
Sheny:m8, l.iaoning.ltleph,,nr: 

290038
Trlrx: 8001 I 

^Mcs 
cN

HONC KONC CONSULATE
(i,r)sul (;enrrnl: DoN^LD M. ANr)Lrxs()N

I)cpury Prnxitul OIIi.er: ARTITLR KoBr.rR
I ', {rnFr.r.rl OIi, erL l.rNN W. tr,t\,,r.x. Yr^,:

l'Rrcr., NED QlrrsroRrr
li(,r(rrr( se.u,n Chict y$aRN.l. W!:^vr:n
2(i (;arden Rd.
T(.lcph, c: 5 23901I
'Irlcx: 63141 L,sDoc Hx

PRC COVERNMT,Nl' OFTICIS IN'I'HE US

EMBASSY
,lrnhi\w|,,_ tl^! Xrr
It{inisrtr (inxr*'|,!r h,r (itrD,rcr( iid Allrirs

:l:tl)0 ( i,rn.(ri( ut Av.ru(. N.\t
$'tshin81{}r, I)(l 200{lil
( i,rIk r. i:'l: (2(l?):i2lt-l?..,:,10 rhnr 2527
Visis: ('.?02) 328-2sl 7

T.l.x: 44{10:ttl PR(: rr
(i)rnrrcri iil: 440{;7:} PR(:(i rJr

AdministEtn,n: (3 I ?) 346-{12{t7
Visas and Consular Aflrirs: (312) i.l&02t18

HOUSTON CONSUI-TTE Cf, N[,RAL
Consul Generd: NI Y^or.r
Conuner(ial Consul: W^No Yrxrr^N
:1417 Monrrose 8l!d
Houston. TX 77052
CornrnerdJ: (713) l,!4 a064
Vis:!: (713) 52.1-431I
Telex: 762173 cHrNrcNsrn. Ho(

(in rn€r.ial: (212) 330-742A &7427
visari (212) 330-7409
]llexr .129134 cc{NY

SAN FRANCISCO CONSUIJITE CENERAI-
(;onsul C,eneral: ZH^o XIXIN
(;onrmer.ial Consul: l.u ZuwrN
1450 hguna Street
Sar [ran(is.('. CA 941 15
(i,mmercial (4I5) 563-4858
visas: (415) 563-4857
'r!lcx: 4970121 ccsrCHICAGO CONSUI"{ II (}ENERAI-

(inrsrl (;c'rctrl: l)t.N(r (:rr^(xx)N(r

101 S. Mn l'igro A!('re , suir. I',?{}0
(:hir irti,,. IL (ilr(iOiJ

NEW YORK CONSUl-{Tf, GENERAL
(lonsul (icrrtralr'l'^N(; XrN(iB()
(lonxD.r(ial (i,Nul SHr lrN(;xrN
520 l2th Avcnur
Ne{ York. NY 100:'}{i



Are You lnterested ln Doing Business Wlth China?

IBM

BAttY

KODAK

AMC IEEP

TOUCHE ROSS

NORTHWEST AIRTINE

BANK OF THE ORIENT

Organizations like those listed above know the best way to present their products and
services to The Paplds Republic of China. They advertise in the

FORETGN PRODUCTS AND SERVICES DIRECTORY FOR CHINA,
published and distributed throughout China by Westbourne Ltd. Westbourne Ltd has the
exclusive contract to provide this seruice through a long term agreement with The Mplds
Republic of China.

TO INCTUDE YOUR COMPANY IN THIS DIRECTORY

CALL

1-800-542-OO7s
1-214-70tAO70

VTSTnOURNE LrO
HONC KONC LONDON a MUNICH a LOS ANCELES a DALLAS

+8E6fl.tsF&-5[E*fErE

FoRETGN PRou.JcIs AND SNNCES
DrREc-roN rm CHNA

r{,t lrrlr'rrtnltrt itrt ralltai!
E-ra*d 5. wlha. qr{-.r ol Glrli.aoi d a.rd.r-.d
.aFet tu.'s.t.&i.h .lurr.FtLdcrl.r.

i,lrtr'.l.l rrl!a alt,alrt. lllr
tiidl...rL-adintb!.d6.a.-.{,rflr.a
-/&'t-Jlkrlra.

fl ttr
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