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Tlro Panrxgns IN CHrNnWr-lo Sprar Youn LaNcuncE.

l

In China it's reassuring to know that you can be surc ot ITT Shcraton. Vhcther it's at The Creat Vall Sheraton Hotel
in Beijing or thc' Sheraton Hua Ting rn Shanghai. All thc usual home comlorts wirh all rhe busincss and communica-
tions iacilities you cor,rld wish lor Vhat more could you ask lor:

. Situated mcre minutes from rhe Business Disrrict
and the China Internatronal Exhibition Centre

. 2,1-hour business centre. room service. and
in-room IDD

. A choice of nine restaurants and ban

. Full meeting and hanquetrng lacilitres

o Health club tacilities tailored to rhe busrness rraveller

North l)onghuan road, Eeiiing 100026
Tel, 5005566 Fax, 50Ll | 919

Tlx, 22(X)2 C\0(Hts, CN

THE (;REAT VALL SHERAToN SHERATON HUA TINC,
o A business centre that never closes offering round-the

clock help and service.

r C)ur unioue 24-hour "Problcml - No problemt"
horline.

o (-onlcrcncc iacilrtres lor up to l,)00 people ,omplete
wrth audro-visual and simultaneous translatton facilities

r (,hoose lrom tennis. swimminS, bowling, gymnasium
sauna or billiards

l2()0 Cao Xr Ber Lu, Shanghai, 200030
Tel 4396000, .r39r000 Fax, 2550830,2550719

Tlx, 3 3589 SHHTH CN

e)
III Sheraton
fs+t*f\rs€(.HINA
The Natural Choice.

fOR RESERVAIIONS CA(I ANY IIT SHERATON HOIEI WORIDWIOE OR CAIt IOII.fIEE IN THE UNIIED STAIES AND CANAOA 8OO 325 3535
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ffi* t
ATrends Issues

Hong Kong Airport Project to Proceed
Chinese and Blitish arrthoritrcs

agreecl in July t() an ilnlended versi()n
<>f the proposed $16.2 billion ports
and airport devek>prnent slrategv
(PADS), ending a tense slalerllate
between China and Hong Kortg (.rez

Thc CBR, Mav-June I091, p. :i8).
Chinese concents that the high cost of

tllc l)r'()j('( 1 t\olrl(l('rrrPl\ [{ortg Kor tg's
r'aslr rcst.rrts-lrrr(l l(.a\c ltcijing tr)
lirot arrr' lxrst- 11)1)7 lrills-rrt rc .rl-
lalcrl bl irrr irglclrl( nt tlr.lt 1\rr\
dccisiorr lorr Iirtarrtirgl *ill girt lrrll
sriglrt t,, tltt ('lrtrrc.r' ,.1.'\( t'Irrrr('IrI \
vicss. lhe []rritt<l Kirrgrlrrrr also
<onct'rlttl irr :r rrrrrrot:rrr<lrtrtt ol trrr-

rltrslrrr<lirrg-to l,( sil.lrrc(l Iillcr tlris
rcar-tllrt Ilorrg Korg s g()rclr()r'
\r'ill .(,nsulr with st'rrior (lhirrr.st.

olliri.rls on :r rt'grrlar basis orr tlrt'
r,tlt lls r,l l'r\l)s illl(l ()llrcI llriri()r' issllcs,
lrrr<lthat IIorrg Krrrrg w ill lt tairr at lcast
$:t I l,rllr,,rr rrr r.rrlr rlrclrcr rrP,rrr its
rctrrlr: to ( lhirra irr l1)1)7. -l)R

Chiruse Floods
Thtu Heauy Tbll

Heavy rainstorms during the past
feu months have caused major flood-
ing along the Yangtze and other
rivers, affecting more than half of
China's provinces. An estimatcd 3.5
miltion people have lost their homes,
while nearly 2,000 have died from
the lloods and flood-related illnesscs.

Jiangsu, Anhui, and Hubei prov-
inces were hardest hit in May and

June, with heaw damage to both
crop storage sites and farmlandsi an
estimated half of China's summer
wheat crop was lost. Though Chinese
agricultural authorities maintain that
lhe crop losses will be counterbal-
anced by abundant harvests else-
where. China purchased 1.5 million
tonnes of French wheat in late July.
Beijing has yet to announce a total
estimate for flood-related crop
losses. but officials have indicated
this year's agricultural output is

expected to drop 2 percent over last
year's record levels.

lndustrial output in several areas
was slowed by the flooding, which
forced some factories in Suzhou to
close. Other factories located alotrg
the Yangtze River, including some
foreign joint ventures, reponed pro-
duction slowdowns as a result of road
and rail disruptions, which aflected
deliveries of raw materials. Accord-
ingly,July l99l industrial output was
down about 14 pcrcent from 1990
levek. Foreign economists estimate
that the floods ultimately will cost the
economy anywhere from t2-10 bil-
lion in indusrrial and agricultural
Iosses. -VL

Chinese Ecorwmy Posts Gains
Alrhorrglr third-(lunller sr nt ist i.s

rvill likelv rellc.t lIx)d-rcLrte(l c.()-
rronric disnrpt ion. rec(nll\ rclrlrscd
6gurcs t'cr'<'al thirt (lhinil s c.(,Il()nlr'
recortlc<l sigrrilirant glosth in thc
lilst hal{ ol l!}!){). ()rr tht. Iirrt'ign
tradt' Ir'orrt. itlrlx)r'1s iln(l cxp()rts
ucle both up sul)stlntilllt. [irl:rl
iurports for.lantr:rrr'lunt' l1)1)l rvt'r'c

$?(i.tt billi(,D. rrP nt.allv li) pcr(cnr
ovcr the slrnc 1>criotl irr l1){)0. shilc
c\lx'rl\ l)',:rlcrl arr t'rr'tt lrtglr, t g.rirr.

up lll.ir per'<ent ()\c! 11)110 lc\cls t(l
$30. 1 billion.

l)orrrcstit c<orrornir lx,rlirrrnarrce
also inrprovcrl, with indtrstr ial growtlt
soaring I ii.{ l)cr'( cnl ('()t|ll)arc(l l(, thr
sanre peri<rl irr l1)1)0. (;r'()rvth in Statc
enterprisc prodr.rction was rrp alrtrrrt
1l pcr'( ent orcr hst r't'lrr's ligtrlcs, btrt
.till l.rggcrl Lrr ltchrrrrl tlrc t.rttr lirt
collccti|e errterpliscs (rrP l1l..l 1xr-

ccrrt) arrrl privat<. aIld li)rcigll-ln-
vr.stc<lcrrtcr'prises (up 1:i pcr'( crtl).

'l ltesc prontising ittdicatols. horr.
cr t r. rrrask ur(leIlving st ltrt ttrtal
pl oblt.rrrs. (;r'()rvlh ratcs:u-e llnr'\cn
thr(,ugl)(,ut (llrina, *ith thc southct'rt
(oastal urt its crrjol irrg arr I lt-lt0
pcr(cnt lxx)nr in ()utpul. rvlrilt'pr,r-
<luctiort i th( iIl(hlstr'ilrl rrorthc:rsl
incrt'asc<l lrv onll .l-lt pcrccnt. lnlla'
ti()rr is also orr tlre rist,, arclagitlg
nr':rrl\ ll In r(r'ttt irr rrrlr:rtt .rre.r.-
()\cI ltri((. tlrc rratiorral rate lirr thc
firsr fi\(.nr()nths ()l l1)1)l ull(l nr()re
than lirrrr tirues thc oflit ial 2.il
pcr'(crtl lirte irr l1){)0. }larrv erono-
rri\l\ l)r( (li( I crrtt lttgltrt ittll.tti,,tr rtr

lhc lr()rtlls ahcatl, gircn trparttlt'd
clrrlir in rhc lilsr hall ol rllc \1':u irn(l
thc absentr' ()l' rrn\' Ittndattlcnttl
r'cottolttit lt'lrlrrrs sintc thc Lrst b()ut
()l larrl)lnr irrllation in l1)lttt. 
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From Guangzhou to Harbin. From Shanghai
ro Urumqi. The American Expressn Card
is accepted rn more than I l0 cities all
over (he country. Now consirler the other
pnvrleges r'ur Cardmem['en anJ cLrst,'mers
enjoy.

Emergency Cheque Cashing
Shor-rld you need emergency cash, jusr bring
your personal cheque and rhe Card to the
designated branches ofthe Bank ofChina,
rhe CITIC Industrial Bank or the Bank of
O.rmmunicarions allover the counrry. Your
cheques will be cashed on lhe sg)r.

Trevelers Cheques
You can encash American Express Tmvelen
Cheques at most hotels anJ branches ofthe
akrve rhree banks rrxr. lf they are losr ot
d,,lcn, y{)u can cla,m a refunJ at mr.st,,f their

10'
+

a

branches. And with our WorUwide Refund
Delivery Scrvice, we can arrange to have
your refunrjs' delivered ro where yor,r are

smying. .lrat phone the American Expres
Regurnal Refund Center in Hong Kong
(Tel: 852-88591I ).

Travel Services
In c<xrperaurrn with China lnremarional
TravelServices (CITS) Beijing Head Office,
we can arrange kDkings ofthe best rours,
horels and airline tickes for you, Ourexclusrve
lforldwide Customer Care Service is alx)
availahle at our Beijing Olfice, Whire Swan
Ht tel rn GuanFhou and the CITS branch
.'ffice rn Shanghar anJ Xren to pr,'vrJe on-
rhe-sJ,ot travel related services.

Beijing Office
Our liiendly staffwill help you with rravel

AMERICAN

An Ame(can Express company

-

information reponing of lost Canls and
Travelers Cheques, emergency CanJ
.eplacemen! aod even a clienCs mail service
These are some ofthe many services thar
supFon the American Exptess promise that
'Membership Has Its Privileges*'. You will
find us ar Shop Ll l5D, Wesr Wing, China
'l/orld Tower, China World Trade Center.
Beiiins. Orcall 5052619.
'Exc.pr q.r bn.r and disst raEe.

TRAVEL
RELATED
SEIwlCES
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You've got China with American E:qlress.

Th. Amnrs Elpl.ls Cad,! q.l€oftd 
'o 

ovd Il0cu6. The includ< &irroe, ClDnrqrns, D.lian, Fu:hq, Glallszkxl, Cuilin, Ha.8lho!,
Kmrne. Nm,rn8. Shansh.r, Shd!h6, $lhoi, Tianjin, \Vlhan, Wu'. X€n. Yansrbu and Zhdu!.
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T ,rr,"..,r, the a(l(iiri,,n ol lr.o rterr
I rrieces ofrourlisll lesillJtion rn

J i.t,inr. tlrt' (ihrrrcse"t.,'plrrglrt
Law tCCLt att<l its lnrplerttentirrg
Regulations becante eflt'ctive June I,
while the Software Regul:rtions urr-
der the CCL were anr()uDcedJune {,
irnd beconre eflectile October l. 'Ihe

t\!() sets ol reprlaiirxts do little t()

res()lve the shortcorliogs of the C(ll-
\see The CBR, September-Octr.rber
1990. p. 24, and Norelnber-f)ecenr-
bel M90, p.4), and rvill likeh
disappoint those hr)ping that Ihey will
cnable China lo ac.ede to interna-
tional copIright con!eDtions and
a\()id US trade sanclions. Nor should
rhe regulati(rns be expected to etr-
c()urage foreign contpanies rhat de-
velop software and ()lher uorks to
becoure tnore active in the l'ast
(lhinese nrarket.

Fending ofi USTR
l-he nerr .()p\righr larn (rr'hich rvas

pronrulgated lnst Scptcnrber) and
software regulatiorrs art, in large part
the result ol pressule on Beijing
lronr (llrina's trading Jrartners-par-
ti(ularly the United States-t() ilrl-
prove prote('ti()rl of intellect ual
propertv. f.verr th()ugh inadequate
Chinese protection ()l valuable copv-
righted assets lras Lclrt ['S 6rnrs
participation in lhe (llrinese markel
(o a minirnum, pirac\ is estinlated to
(.rsr thenr nrole rh:rn $.l0tl nrilli,rn irr

lost sales annualll'-$l]00 nrillion ol
thai in softwarc alone.

Such staggering lrsses led the LIS
'frade Representative (LISTR) in,April
to designate China a 'prioritl f<rr-
eign countr\"' undcr Special 301
provisions of the 1988 Omnibus
Trade and Cornpelitiveness A.t, and
to begin an investigation ol Chirrese
intellectual property practices one

China's Intellectual P
Legislation

roperty

New copyright regulations leaue tnuch to he desired

Morton David Goldberg and Jesse M. Feder

Ghina's new
copytight
legislation will
likely disappoint
those hoping il will
enabre China to
accede to
international
copytight
conventions and
ayoid US trade
sanctions.

rrrorrlh later. By Nortrrrlrt r' 2(i, 191)l
(or, il e\tended, li bnrarr 2{i. l(}!}2).
trsl R lrill rlcterntirrt ulrtther (lhirra
is proriding adeqrratc arr<l tflertire
prr)tc(ti()lr ()l ir)l('ll(.(lir.rl I)r'ol)erlt,
arr<l il rrot. what lrrtiou thc L'S
g()\'cr-nnrent shrrrrl<l takc. Ii ilde sanc-
tions are a likell tptiorr.

(lhirra releast'rl Ihe rcw soliuale
r-egrrlations irl llx' sarrrc rirtte a LIS

<l<,lcgation u'as risiting lleijing lirr the
Sp< ial li0l inrestigatiorr. 'l-hc final
lcgrrlations contairr li'rr irnpt ove-
rnerrts ovt,r rr'hat r,ras iu rirrlic! dr'lfts
arxl garneretl a rrcgativc reaclion
ll ()rn trSIR.Joscplr Nl:rssc\, Assistanl

Morlor Datid (hklhrrg uul lrst .!v1.

li4tr are (opltiKhl leu\?r\ u,ilh lh?
inl?ll?(lual prop?rl\ 11111, 11rn ol Sthrttb
(hldbcrg Price ii l)otnq tn.\'tu'litrh
Oil\. l'hcr hat'e JilkttL'ed rhtstls legal
tleutloPnetls in Ohtwt twl olhtr .ou -

It'i?\.ot(?rni g.onpul?1 progr1ns a d
0l ltPr (optrighlcl tu|rh.\.

I S Ita<lc Repres<trtatirt l.r' .laJran
arrrl (llrirru. s:lid at tlrc tirrrt, that \le
lln\( ir gr'('at <lcal ol r'orrt cr rr tlrat tlte
plotcr tion is not trp to irtlrr',rirti()nal
starr<larrls. A l<xrk at tlr< r'cgttlations
ruggcsts tlrrt hc s light.

Major gaps in Protection
l}t)rlr llr(] illrl)l('rl( rrtiDg un<l srrlt-

larc rcgrrlatiorrs atc titltll<cl lith
Irok s.rrr<l ir:r'rrrrsistcnt ir's. IIrt lrrrlrle-
rncrrtirrg Rtgulatiorrs tltll with gcn-
cr al issrrcs rrndel t lrt, ( l( ll. .rrll or t'r'all
lxlrrrirrisl r al iorr o1' tlrc rvstcrtt (see

lrox). \\'lrile lhr' (lOl. its( ll slillt s that
r orrlrrrtcl s{)liltart i:, l() l)c l)r'()lf( lc(l.
orrlr tlrt' Solts'atc Rcgtrl;rtiorts I'trr-
rislr lrr:r <lt tails ()l llrirl I)r()tc( tir)lr. lt
is rrrrclc'ar lhcllrtr (llrirrcsc rourts
lur(l il(hlriniri t r':lt( )r's rrill alrplv the
lrrrpk rrrcntirrg Rr:gulatiorts arr<l tlte
(l(ll,l() s(llt\irr('.

Iirlcigr tornpanit.s rrill alvr havc
nrljor ploblcrus tith otlrcr aspctts oI
thc rrt* r'cgrrlalior)s, li'lli(ll illnr()st
totrrllr Irril t() pr'ote(r rror 1,, ol lirleign
arrtl,()rslrip. \eithel tlrt (l(.1. r()r the
Soltrarr. Rtgulnti<rrrs protttt Iirrcign
( ()rrl)lltc!' l)t'()g!anls lllxl .rac firsl
ptrlrlisht.rl orrtsirlt, ( lhirrr unless
(llrirrir lras a rclcvant ilgr'((rrcrll ()r
trr.atr rvith the aulll()r''s lrorrrc roLrn-
trr. llrrt sirrte (lhina tirts not bclrng
l() ilIl\ :\u(h interrtati()nal llgr(]ctDcnt
or trt.ttr-urrd is not likelr to trntil
r,,rr.irltr:rl,k (ll.lllli(\.lr( rrrurlr trt its
srstt'rl ol pr'otet'tiolt Ii)r(igrr s()ft-
rvalc tilst prrblishcd alrloa<l has n<r

l)r( )t(.( li0Il ill (lllina.
lhc lrrrl>lenreDtir)g R(grrlirti()ns.

l)ul rrot lhc Softuarc Rcgtrlatiorts, do
Ir.rrr' .r "sirrrrrlt.rrrtorrs 

I 
r r r I r I r r . r t i r , l r ' 

'

prorisiorr that dcerrr :r lrrlk to be
firrt 1>rrblislred irr (ilrilu il it s puh-
lislrcrl irr (lhi a itilhin :10 tlrrs alier
acttral lilst l)ubli( n1i()n clst'rvherc.
llrrt us it's unr'leal wlrt'llrel lhe

8 The Chinq Business Retieu o September.October l99l



InrplcrDt'lttirrg Regtrlatiorrs applr t<r

(()r)plrtcr soltuale, it ntat rlcll lrt'
lhal s()l lrral c-ill()nc anl()ng all c()Pr_
r ightcrl rror ks-lirst published
abroarl is n()l Pr()tected even il'
publish<,<l irr (llrina $ itlrin lhe nexl lJ[)

days.
Whilc lherc rril) tlc s()nle qucsli()rr

alx)ul (()\'('ragc ol- certain publishcd
sol'lwart, urrpuhlished foreign solt-
rvart is clearly nol prote(te(l lt lrll.
Article (i ol the Soliware Regulations
provirlt,s Iir' possible protet tion ottlv
ol lirleigrters published urrrks, al-

()ther problenrs with thc S()[tware
Regulati()ns include:
. Failure ao Prolect comPuter Pro.
grams as literary *orks In ntost
corrntries, a (r,nrputcr' Prrrgrltnt is

protected as a literarl work." -I'he

O(ll-. however, pla(es s()liw re in a

separate category, giving it trcatntent
diflelerrr from all othet works. This
lreatnrent creates a nurnlrer (,I Pr-()b-
lents.

As with novels ()r textbo()ks. (()rrt-

I)uter plogranrs can be plagiarized
n()l .,ust bl copving their lileral texl,

Kq Prouisions of tlu Copyright l-au Implemtnting Regulatiorx
Iact ual inlirrnratiott itt ptrhlishetl
rlatcrials rorrtainirrg strth ttt'tr's; tto
pcrrrrission is trt'edc<l lo virrlatc lhc
t opvliglrt.

. lr "w(,rk Iirl hire sitrrati,rrrs. tlrc
crrplortr lras tltc tight to cxpLrit a

rvor k t r t at t rl in t hc sco1x' rtl cttrgrlor.
rr, rt rl t I r r ' r ' r r r 

1 
r I , , r t t' r I,r'stt t crllloit

ir wirl)in r\!() rlurs alter its r rcatiotr
llrc crrpLrt'c nrust get lx'r-rIri\\irxl
lr orrr l lrc crryrlor cr, rr l:o rtr:tr t clttst'
orrlr lor lr "l)r(,per r('as()rr 

.'

. (l()p\righl [)role(li()n beHittr otr
"tllc (lltr ott rvlticlt crcilti()tl r)l llt('
wolk is tortrplcted." llr itttPliratiorr.
rr r firrislrt'tl uor-ks ottl' bc ttttplo-
tccltrl. llr'corrtlast. thc []nitr(l Sliltcs
iru(l nx)sl ()lller c()untrics pr-()t((l it

rr'()r'k {c1en if rrnlinish<tl) fi-orrr tlrt
llrlllr('nl il s irr tangiblc li,rnt.

. \!'(,rks tirst publislretl itt (lhitta ot
ptrblishcd there \ritlrin :l() (lilvs llltt'
bcing filsl publishcd abroatl arc

I)r()leclcd-'lianslations ()l' arrllr()-
rrzerl rcvision:r 6rrt puhlislrcrl iIr
(llrina are protected evcn il the
tunderlyitrg work was 6rst publishcd
abroad.

. ,\l.ri(l( :il linrils llrc c\(el)ri(,n lor
l lr illl t h{ )r'i7.'(l lr';rtlslitti()ns l)l rrotlr
irrt o rrrirrl)litt lllnBuagcs t() t h()s( lcxl\
oligirrallr prrlrlishe<l in tltt' llart l.rrr-
grragt. Ihis 1>trrvisiotr shotrltl rot
irrrpair tlrc atrthor''s cxclrrsivc r ight trr
iluth()r'ilc lranslati(xts of tcxt itr ir

rrorr-( lhilcse llrnguage irrtrr tlrt'Hlrtt

o \\irls arl rlclirrt'd as 'rrniqrrc
lesultr ol irrttllc<ttral treatiorr irr thc
lrr'klr i'l Irtl.r'.rtrrtr'. :ttt, :ttt,l .,'itttr t'. '
'l'lrc sr,r<l Lrri(lu(" rril\ rncln thrl
wotks rrrrtsl bc ttovt'1, a ('()rr( ( l)l
tYpiralll nPPlvirrg l() pulcnt Lrt{. n()l
ropvright las. [.istirrg the ficltls ol
litclatrrlr'. xr't, ill(l saicn('e rlnv nlu-
rr'\\ tlr( lr\t ol roprrigltt.rblc rr,rrks irr

,\rti(lr :l (,1 tlrt (lltittese (irprriglrt
Latr (( l( ll -).

. ()l tlrr rurious trpcs ol rrotks
r orr.rcrl lrr tlr(,(,(11.. n()trbl\ rr)is\irrN
is r'ortrpilut iott " (c.9.. a rrolk strr h.ts
r (lit( (t()r'\ or :r <l.rtalrasc), althotrgb ;r

sirrul.rr tr'urr is rL lrnerl in .\rtr, I i)

N( ill)cr' ( ()nrl)lrl( r' lir-()gr-.lrr" rr()r
"conrprrtt r s(,1'lwlre ' is <iefittt'ri, strg-

l{(.sling llrJl llr( lntlrleItlcnting R('gu-
liltir)Ds llrn\ nr)t ill)l)l\ 1() thrrr.

larrguagc, but it is ttnt leat ultclltcl an
lrDuutlr{)r'i/ed rc-t rarrslatil)tr ittto a

rril()r'it\ lirrlgtriU{c rrrav l)('rtlr(l( ()l iltl
rutll()r'irc(l Ilarr-lurrgrlirgc tlarrsla-
li(,r1.

. "l'ubli(eti()n" ur(l('r-thc (:(ll. nrr!
(tl.otl!l):lss ()nl\ n plrl)licxli(,r lruth()-
riz<.rl bT the osncr'. ll so, ;t lrirated
vt,rsion ol n prcvi()usl\' rrrptthlisltcd
li)rcigrr $'()rk ( ()rrl(l n(,t lx' (()trsidert'd
tlr.. Lirrrl oI "lr:il lnrl,li(:rlir)tt rtl
(:hin:r thxt rr oul<l torrlt-r'roprright
l)t'()tfati(rr. l-lris Pr'orisi()tt tttar lrrt-
tllcr I)rercnl rrcoutsc agaitrst rti<lc-
splcad pirate (()l)\'ing irn(l (iistril)u-
tion irr (lhirrl rrfrrorls litst Ptthlislrttl
alrroad.

. -lhc lIlrplcllrrnting R(gulations
lrrrrt tlrr' rlrrrrt:rtior riglrt Br.rtrtc(l itr
:\rtirlc 22(2) ot the (l(lt- (it thc
ptrr'1rrst's of intrrxltrctiott. ( ()lrtlrcrlt.
rrl cxplanation. Quotnl i()tt\ rlust n()l
(r,llslitulr a substarrtial p.rrt ()l tlrt'
rrork rr()r 1>rt'irrdire lhc (lu()tnti()rr
orrncr's rights.

. -l llclc is no irrdic atiorr that e\'crr by
ttrrrlrr;rl r'rrnsettt l)al'tics nrirt vitty lhe
tr.r'nrs ol the Slatc s slalr(l t'(l-li)rrr
li( ('rsc irglc('nr('nL Ihc Irrrl)lcrrr('nl-
irrg Rt'gtrlrrtions (lo ni'l slx'.ilv tlr('
li< crrsirrg ratcs.

o valiotrs adrDirrist r:lti\ e l)trrrish-
rnc ls irre pro\ide(l lirI inl rinS('irlen | ,

r-Jrging fr()or it tvat'ning l(, thc
irl'r'iuger l() irrpositi(,lr oI tincs.
(iopvright infringcnrcrrt is ttot
It'aated as a crimc-

o I-l)t:rl t(lpIrigltl it(lnriIrislIrtil,ll d( -

I)iltll|lc!1ts rrtat otrlct irtllirrgcl.s to
( r'rrlx rrrill( rr';'rriglrt ,rrrlrt tr Iirt'
tlrciI l( )ss('s.
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tll()lrgll il ex[)licitly pr()te(ls lxtllr
prrblishcd an( unputrlishc<l works ol'
"(lhint'sc c'itizens and units. .\rlicl('
(i thus violates the basic natiottal
ll(,.rrlr(,nl ' pr'rrrciple ,rl lltl llr.rlr,r
nnrllilatclal co1>r'right n ealies. lhc
[]crnr'(irn!enlion ftrr lhc l'rotect iott
ol l,itcrary atrd Artistic Wolks
(ll('r'n(') and the Universal OrlPyrigltt
O(nrvcnti(nr (LI(IC). A.cording l() the

PIirrciPlt ol nationirl treatrrcrrl. lr

(()untry rn!rst give tlte works rrl
loleigrtrl's rt,r lerr pt'oter ti,'rr tlr.rtr tt

givt's those of its orvn n:rti()rrals.

r Alticlt's 28 nd 2{) linrit tlrt cxrr'P-
tiorrs in Artitles 22(l]), 22((i). unrl
'.12(7) (,1 th( (;(:1. Ii)r n. \ts .( l)ollll{( .

tr-illlslnlir)n I(,r' ttacllirrl{ (}t tcscarr'lt.
an<l golt.rtttttcut trse.

. ll hilt c(,nslitutcs "rcprrxlu(tiorr"
ol <r4rllightcd nrltcrial is lirrtitcrl lrr
Ielcr(.n( t's t() ( ut rcnl tcchrrologit s.

nhich nrar prorirlc a Lxrpholt'as rrrs
nr(.rh(xls r)l' (()pving aIe dere|rpe<|.
I\lorcor cr. "distribution ' intludes
rctltill. l)ut it is n()t clear rrhttlrtr
arrllr(,r s r'( lililr ( ()nt Iol over the rental
ol r rrpics tlrat hasc bcett Iegitinratcl!
pulchasrd. US law, Iirr exanrple, givt's
crlp!'r'iglrt r)nners tlrc riglrt to ban tlrc
rcntnl ()l lt git inratelv pur< hascrl
(opics rrl J)h()tl(,re(()rds atld (()trr-
putcl s()ltrrarc. In (lhina, the rcn(ill
issuc is an inrprrrtartl one, as shops
crist ullcrc k'gitinratelv purchaserl
copits ol (r)orpuler pr(,Branls (n'
sourrd lccordings ar e rented soleh ti)r
tlrt, purposc oI nraking pirate r opics.

o 'l ht. <k'firritiorr ol "rrews ol ttrrrt'rrl
cvcnls" r larilies that tlre relat('(l
cxceplii,D iD Altitle 22 of thc (l(:1.
pcrnrits onll tlr(' (()pving ol- "prrlt'
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t(xh1 $ill be itr tlre publit dornairr ilr
(lhina. -fhus, pirarv ol that solirrare
irill c()ntirrue Ilct'lr. supplrirrg both
lht (l(,nlesti( rnillk( l iin(l \()rl(l (han-
ttelr,rl tr:rlc. I lrr' l.rr L , 'l lt,tr,r.rr tiritr
is a nrajor isstrc itr tlrc Slx,tial ll0l
irrvcst igation.
. lnadequate enforcement provi-
sions Rights al'e ol' lir lc vrlrte
wilh()u1 r'enrcdies lirr irrllirrgctrrt.rrt.
ll' soliwar<' is illi inged, Art iclc li0 ol'
the Soliwale Rt.gulatiorrs crrahlcs the
r'opyright orrrrt'r lo ohtairr lrn itljuIl(-
ri()n against lhc itlli illgcnl(.Dr. a

public apologr', ar(l ( ()nllx'nslIi()ll.
Oopt right ()\r'ncrs ar('also 1x,r'rlirtcd
trr "eliminatr lhe (,lli.(ls' ()l ttrc
inlringenrent, btrt it is rrrt rlcar rvhal
this entails. Thc NsR;\l) rrr! lrr'\'
firrt's and (()nfisc:rtc th(' iuliingr't's
"illegal incorrre. "

[]nlikc lhe drali r'(,{ullli(,ns, thc
fittal ver-siolr ol'lhe Soltwalt, Regrrlir-
lir)lls ltas t|', Pr(,rrriorrs lr,r 11',tr,,.,,*
t rinrinal pcnaltics lo Prrrrislr and
deter infringenrcnt. In addirion. nrr
prclinrinax t entedies, sucll ls sci^lt e
o[ the infrirrgirrg gorxls ol arr in-junc-
ti()n against lht. rrrarrul:rt trrrt. oI
rlistribrrtion ol strrh prrxlrrtts, ale
plorided to aroitl irrt.parable harrrr
t() lhe c()p\r-igllt ()wncr (lrtring llrc
tirrre a laivsuit is Ix.n(litrg. Witlt n()

I)relilllinary lcnlc(lies, the inlringer
(an ('()ntinue t() rcilp the bcncfits of
the infringcorerll wltile llte .lse
werrrls its w y lll,'ugll tll(.:xlllini:,-
lrative syslenl tDd thc ((,uIls.

Moreover. neilhcr. thc (l(ll, rtrlr
the Softu'are Regul.rti()ns spccifit allv
arldress the questil)rr ol ullauthor ized
irrtportation into (lhirra. -ltpicalh,

copvright ()1\'neIs Ila\'(' .()nlt'()l ()\'er
itttportatiort (trot jtrst <listlibrrtiorr) of
their w()r'ks, whi(h all()ws th(.rr t()
st()P tlnauth()rize(l irrlx,rtilti()ll ()f
<opies at thc bortlcl arr<l l)rcr'c t thc
illegal copies Iirrrrr crrtcling the
dl)nrestic streanr ()l ( ()ulnlct-( e. where
tltey beconre har<lrl lo I t'ack dowl-
. Overbroad exceptions from pro-
tection Ac('()r(liDg I() thc Berne
(lrrrrcrrtiorr. ( \( ([)lr(,n\ t() lr:l\i(
coprr_ight provisiorrs arc pclruil ted
onh if thet d()rr't (()nlli(l witll the
tl(,rrnal expl()itati()lr ol the work and
d(rl't unrers(,nal)h px' ju<lice the
:tlllh(,r'\ lrgiritlt,rre ttrlctrst\. (:hiIl \
so[twale legrrl.rt rorrr, lrowr.rcr, irr-
clu(le broad cx(eptions irrr onrpatible
with b(,th o[ there critt.ria. Strch
excepti(rrs Iall iDt() tw() getl('ral
.ategol ies: ()utrighr ex(lusi()ns legal-
izing otherwise inlr inging l(livities;
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hut br topving their ()rgalr izal i( )lill
tlctails. .lust as a plagiarist tan
irrlrirtgr' .t trrrel br upplopri.rtirrg itr
pLrt rrlrik, rrr.rlirrg rrritror' (ltirnl{(,\ in
thc (liirlr)gue ()r the naI|res, the
softwltlr' pl:rgi:rrist (':rn rpl)r1'l)ri.rr(,
tltt' <let:tilc<l slr(r( trJ[e ()f a c()Dtl)utct'
prrlgr arrt uttd r'atrtrlrrllage lhr'(,,1)rinN
by srrperlicially altering the to<ling.
'l'he plagiarist thus av()ids the I)ulk ()l
tlrc devel()prlent costs and lakes a

liec ritk: ()n the aulh()r'$ w()t k.
\\'itltt'ut I)r'r,t('( lir)ll uDder tll( l)t'in('i.
ples that apply to literan wolks. this
nott-littral rrrpyiDg ol solitrare nl;lv
tell go rrnprrnislred in China.

l)errvirrg proteetirrn for so[lwarc as

.l litct.r'r rvrrL uill rls(r lt,rL(, il
(lifii(ull ({) apph one of thc cctrtral
plirl(iplcs of copvright laws workl-
wide-that a copyright pr-(,re.rs lhc
tll nnel in whi(h an idea is expressed.
and n()l thc idea itsel{. Articles 7 anrl
lll(li) <,1' the Soliware Regul:rliols
intrrxluce this principle, but it is l(x)
crrly (() lcll how it will be applied. Ar
tlrir tirr(. l)lrsirresses (on\idering in-
1('\lirrg irr :'oftr,r.rre develt,Irrrrrrt irr
(lhina cannot bc certain rhat trit(li-
lional standards r,r'ill prevail.
. Insumcient lerm of protection
lailirrg to lreat (()nlputer s()liw rr as

a literitry x()rk lras an()ther ((rts('-
qtlclr(c: ir rlillerent ternr ()l pt()tc(-
tiort I'r(,rr utlt('r litelary rrrrrks Ar ti-
cle 2l ol the (iC[. generally provicles
I)l-()lectioD lirl the life o['the auth()t'
pltrs 1-r0 ycars, or frrr a llat 50 ycnis if
lhc auth()r is a lcgal entiry. Ilul
Artir le II'r ol- thc Soltware Regtrla-
li()ns provider olrll for a 25-yt'ar
tcrnl, rene\lable for a second 2!r
!eilrs-in violation of (he Berne
re(luirenrent setting life of the au(h()r
l)lus l)0 years as the standar(l.-llle leuevrable 25-year terrrr is a
ntljor' intprovcrnent over th(. drali
regrrlnti()ns, which contairred a llat
2l-r-year ternr. Nonetheless, 2I> plus
25 does not necessarily equal l')0,
bccause the work may l>e platccl
l)rcrr.rturcl) irrtr, the puhlit <Irrrrairr
irs resull ol clerical ovcrsight.
Moreover', the renewal requirenlcrrt
burderrs :iol-twarr producers with the
lrd<liti,,rt.rl Ir)r ntalit\ ol r'(nehlll.l
thcir registra(ions in order to gain a

terrrr oI Jrt terti(,tt that Icgal erltitr(\
will hale ut()nlati.all) firr othel
w()rks,
. Bcrne-incompatible registration/
formalities Several ()ther rreaslrr c\
ol thc soliware protectitlIr regula-
ti()ns arc inc()rnpatible with the Bern<'

(ionr'cntion. I\lost nrandatc legistra-
ti()r)-rclated forDralitics iri a (()n(li-
tiorr r,[ toprright l)r(,tr( tio , $lli( Ir r\
cxgrrcsslr frrrbidden bl llenrc. lhcsc
Iirr nralities demonstrrtc (lhirra's rc-
luctancc to give full pt{)tc(ti{)o t()
( ()tirPtltcr s()ftware. 'I'hey i|l( lu(lc:
* Regislration of sol'twarc rvith iln
runitlentified "nati()nal soliwale leg-
istration administ rat i()n drpnn-
rncnt" (NSRAD) befirrc a softwalt.
ow cr (':rn irtstilttte ltttr lrrlttrirtis-
tr',rliIe u(ti(,!r oI il lir1t\uit li,r iI-
fi irrgenrent. NSRAI) (aD itlvalirlate
tlr( ((,1)\riglrt il ils (,rrrrcl lr.rr srrhrrrrt-
terl registration infrr[rnatiorr "ac-
knowledged n()t k) be authenti(. -li)

the exlenl the prot'isi()n is a gtxr<l-
l:litll ilttcrrpt rr, (.rt('lr sol'lw.ll'e l)i-
r-iltfs il is a welcollle inrprovcnrcrrt,
l)ut it ('()uld be used to harass frrreign
s()[iware ()wiers.
* [)ep()sit ()[ "s()ftwilre i<leltifiing
nrirll.riill ()l J nalrrre thilt will rcrrrlri!l
unspetified until thc s()liwarc rcg-
istrllion rules are nlad(. I)ul)lic.
'l hose rrrles ma,v well rcquirc (le!cl-
olrerr to deposit sonre or all ul thcil
s()ur'(e c(,de. The NSR,\l) is lt()t

l)crDrilted t() use ()r disckrsc th<'
<leposit nraterial excepl t() (rrn ()ut
its .ultrttrristr:rtivr rrrporrsibilirics,'
but there is sorne conr'ern thll tlt(,ric
rcslxrrrsilrilitirs <otrld ilr lrrrlc .rr trri-
lies irrlpairing the pr()pri(.tary ri8hts
ol lirreign softivare dcvcl(,pcls.
NSRAT) ernpl()yees, f()r exirnllre,
<ould he asked to rnake 1>r'rplictaly
inlirrrnation available t() g(,vernr)cnl
boclies or ()hinese softwarc devt,krp-
crs Morrrrver. lltet'c .l'( r,r)l) a(lntin-
islrativc sanctions for inrproper use
()t disclosure, and n()l lhe !riDdat()r1
crilllinal sancti()ns thal wete in lhc
dlalt rcgulations.
* A three-m<-rntlr tinre Iinril ()n

recording transf'ers oI srrltware rights
(e.g., through an exclusivc ltrnsc)
lirrrr other companies. l'ailurc lo
rcc()rd in tinre makes llrc ((,l)yr-igllt
unen{i)rceable. Transferrirrg n (ihi-
nest' so{iware copyright t(, ir Ii,t--
ciHlcr not orlr requit'c\ r'tr,,rrlirrg it
wilh the NSLAD, but also ()l>taining
priol approval fronr the Stare (i)un-
c il.
. No rearoactivity Rcgi.tlirti,,rr is

ptrnrilted <rnly frrr soliwart' pub-
lislrrd alter the Software Regulati()ls
are pronrulgated. Since lcgistration
is ;r prcrequisite lirr enlirlcenrent,
c(rnpuler progranrs ptrblishcd hc-
f<rre then will n()l be protected. In
esseD(e, all software in existcn(c



and (()nlpuls()r') licertses, which deenr
that lhe (()p,vrighl ()\r'ner is licensing
the w()rk li)r'a fer prescribed bl lal|
()r regulati()n. [lS law has limited
exarrples ()f ir()lh ex(ePtions, but
n()thiDg apl)r()a( hing the breadth of
th()se iD lhe (ihi[ese Soflware Regl-
Iations.

A nunrber ()f arli(les seenr lo
legitinrize seentingly infringing be-
havior. Article 22, lin examPle,
pernrits soliware users t(, make "a
snlall nunllrer-" (wlti<h is never de-
6necl) of unauthorized copies for a

variety ol "n()n-( ()nrnret-cial Pur-
p()ses," su(h as classr(xrn education,
scientific rcsearch, and Sovernment
activities. This c'xception may sanc-
ti(r) the currenl pra(ti(e ()f (:hinese

universities (with which nrany soft-
ware devekrpers are affiliated) and
scientiti( inslitutiotrs of compiling
and using libraries of Pirated soft-
ware. At the verl lcast, this excePti()n
will he a str()Dg disincentive for
f<rreign businessc's to inlroduce edu-
cati()nal (n scientific s()ftware into
(lhina.

ln a<ldition, Arti(le 7 c()ntains a

blanket exclusi()n l-ronr protection
f<rr "algotithms.' 'Ihe term is n()t
define<1. howcver,.rn(l ('()uld r onceiv-
ably be used to drscribe elements of'

progranr cxpr'cssion pt rrtccted under
,rtlrcr leg.rl tcgirrrcs \1,'r'r',rrcr,,\rtr-
(le ll I l)r()\i(lcs llr:rt pr()gratll sinrilu!-
itics lrrt'rxrt irrliingelnents il thev are
duc to rrational polir'ies or larvs. or trr
technital standartls a<krpted bt the
g()\'ernrllcrrl. lor exalnl>le, Ohina
could rnarrdatc lllill irll Pt()g!_ilnrs ()f a
gtrct kirrrl rtttrst rr,trtltilt lt t(t'l.titt
valuablc liattrrc copicd firrnr an
cxistirrg prograttt. '['ltt ltolder of the
exisring [e luIc's roPvright, how-
r.vcr. u'orrkI rr,'t lx lx'rrtrittrrl t,rr'lainr
inliirrgcrrrt'rtt.'lhc (ihittese govern-
nrenl tlru$ ( {)rl( civably < rrtrlcl pick and
<'hoosc elt'rttcttls ol the wrtrld's tnost
suc(esslirl soliware pa<'kages and
declare thern l() be te(hni(al stand-
axls," in t'lli'ct lcgalizing plagiarisnr.

'['he last cxarlple of oretlv broad
exccl)li()ns is Arli(le l:1, rvhi<h pro-
vides a totttptrlsol\ liaense ()f eri-

tcndcd s( ()p(' Iirr "srrlir.are possess-
ing nr:rjor signilit ancc lirr natirxral or
publit sccutit'y dcleloped bv Chi-
nc\(' g0\'r'l rrrrlr'rrt errtitirs r,r. Porsi-
bh, ()ther (ihirrest'legal etrtities. Any
orgarrizatiorr (lcsigrlirted hy thc na-
tional ()r' l{xal g()vcrnrlerlt trlay als()
use thc s()lii!iIre \ailh()ul lhe c()Pv-
right or+ttct'r lx lrtrirri,,tt lirt trtrsper i-

fied r(,!ltlties that w()uld be sel by
"r'elcvant rtirti()nal regtlllti(n."'l'his

prolisior sltotrl<l cotrct rrt [<rreign
lrrrsirrerscs th,rt lor'rr joittt veltlttrrs itt
(ihina to dt vckrp soltrrarc.

Too liltle, too lote
(ihirra arloptt'rl its r opvrighl srstelrt

rrllrlcr Prcrsrrrr lr'ortt its trading
parlncrs t() cornplt' with irlternalional
norms Iirr pr'()tccli()rl ()l iDtclle(tual
propertv. I-vel tlrotrglr LTS trade
\xn( ti()ns wt rc a krrown threat when
Chinl l(l()l)t('(l its Inrplenrenting
Regulations att<l Soltwale Regula-
ti,rrrs, tltc Ictrrl:rli()tt\ rl,r tr,,t grr fal
enorrgh in rccogrrizing the legal
riglrts ol soliwarc devekrpers. Atrd
lhere is littlc eri(lerce that even the
inacleqrrale l)r()te<.ti()n ()fl'cred will be
elllctircl!' cnft )r(e(1.

ITnlcss tlrc s!'stern is substanliallv
change<I, ( )lrirra sill probabh' be
ineligible to joiu the international
copvright < ottuttunilr thr()uBh Berne
or the LIC(1. l'orcigrr soltware by'' and
Iargc $ill n()l be p[()lc(ted. except
lirr the li'w l)r'()gl'lrnii filsl published
in (lhinl. ll the United States inr-
pr'scs tl.rrlt \Jtt( ti(,tr\ ,,Ir (llriIt.r [trr
the iladcquary ol its protection of
intelle( tual l)r'()l)cIty. il should ('ome

as n() srrII)r-isc lo arryone-neither
LiS busi|lcss( s r|.lr-y oI further piracv,
n()r tlle (lhincst. i
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THE CHINA-EUROPE
MANAGEMENT INSTITUTE

announces
as part of its executive development programs

a two *eek training course in Chinese for senior and
mid-level employees of Joint Ventures:

With European Faculty from INSEAD (France), Nijenrode (Holland) and IESE (Spain).

1he objective of the program is to give Chinese stalf a befter undt'r.standing of how a .
Western Company worlis and why it works that way. The course will be taught through a

combination oT leitures, case study discussions in imall groups, and a business game
(MARKSTRAT).

Dale: December 9-14, 1991 (week 1 ' lectures)
February 24-29,1992 (week 2 - business game)

Venue: CEMI, Beiiing, PRC

For more information please contact Ms Suzy Bong at CEMI, tt'l no. 841U343, fax no.
8418412 or write to CIIMI, P.O. Ilox 21t35, 100044 Beijing.
Companies participating in previous CEMI executive courses include: AIIB' IIASI'-' BOC,
Henkel, I-ufthansa, Nestle, I'hilips, Siernens...
Other c'ourses Ior employees olloint vcntures and representativc offices are offered; the
next training prograni, which is .scheduled for April 1992. will bt'a two week
Management lnsfuhts antl Leadershii Skills seminar in English.
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GENERAL BUSINESS AWABENESS 2nd Edition
(GBA lll
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n April {), l{}91, (lhina's
Nat ional l'eople's Con-
grcss passed lhc lnc(rne
'Iax Lau ol the Pe()ple s

Republic of (lhina [or Enterprises
with l-oreign lnvestnrent and Foreign
trrrerprises (the I rrilied Inconre Tax
l,aw). l he l)etailed Rules and Regu-
lations lirr the Irnplementation of rhe
lncome Tax [,aw were approved by
the State (.:()uncil onJuly 30, 1991,
and b()th lhe law and the regulations
becanre effeclive July l. The new
legislation replaces botlr the foreign
enterprise irDd j()iDt venture inconre
tax laws, whith had governed foreign
operati(ns in (lhina since the early
1980s. By far thc nrost significant tax
legislation of the last decade, the
Urrificd Irrc()rDc 'l-ax l.aw stipulates
that all firreign investments be taxed
under one slsterrr, elirninating prior
distinctions between equit) joint ven-
tures and other &)reign enterprises.

Though sonre f<rreign investments
will fare better than others under the
new legislation, on the whole, foreign
eDterprises in (lhina slrould welcome
thc tlnified lnconre Tax Law as a
positive step. In the past, foreign
inveslors werc faced with a maze of
tax legislali()n arrd often found it
difficult t() deterrnine how or on what
basis thcy would be taxed. The
Unified Incorrre 1"ax Law now pro-
vides nuch clearer guidelines on the
tax liabilities of f<rreign investors and
companies ()perating in China. By
standardizing the application of the
ltx law [i)r all foreign taxpayers and
nraking the t;rx burden more equita-
ble, the Unified Inconre Tax Law
represents a nrirjol ar'hievement in
China's effrrrt (() improve its lax
systern.

Ttoo categoies of tarpayers
'lhc ncw lax law defines two

dislin( I arlcgl,rics ol' laxpayers.

Standardizirg Foreigl
Income Thxes

Chirm,'s neu unif,ed tax code will benefit most foreign conxpanies

Joyce Peck

The Unifrd lncome
Tax Law stipurates
that all loreign
inveslments be
laxed urtd,et one
syslem,
eliminating pfiot
distinctions
between equily
joinl ventwes and
olher loreign
enterprises.

Those in the first categorl, "enter-
prises with frrreign investment," are
identified as Ohinese-frrreign joint
ventures, (ihinese-foreign cooper-
ative ventures, and wholly foreign-
owned entelprises. The second cate-
gory, "foreigr enterprises,"
comprises other foreign brrsinesses in
China, such as management branches
and represcntative offires. factories
involved in foreign licensing arrange-
ments, places for exploitation of
nalural resources, c()ntracted project
siles, arrrl any conrpanies providing
lahor services-a t ltegorl that in-
cludes contractors or consulting
6rms that supply. service. or maintain
equipnrent in (ihina.

The distin<tion between the two
categories of taxpayers is an impor-
tant one. for in sonre cases the new

legislation provides Iirr tlifl-erent tax
trealrrenl. Outside ol the Special
Ecrrnotttic Zoncs. Iirr exanrple, onh'
ertterpriscs witlr irreign investment
qtralifi Irrr'1>referential lax rates and
tax Irolitlat's.

\4'ith regard t() taxing labor ser-
rices, thc rrcw law will have a nrixed
inrpact on [iS conrpanies. The Dou-
hle 'l'irx Agreenrerrt (DIA) between
(lhina an<l thc Llnired States all()ws
[JS a()!ilpanies a six-nn)nth grace
pcriod l>el'ore labor services are
taxable. tlS Iirrrs operating through
I{ong KongJrase<l conrpanies or sub-
sirli.rries, howcver', will find their'
OhiDa olreratiorrs lirxable at the
startdat d ll3 Percent fronr day one, as

Horrg Kong has no such trea(v
prole(tt)n.

The new tax laws br()aden the
definition ol "pcrnranent establish-
nrent," rellecting the wish ofChinese
lax auth()rities to c(,dify current tax
lreatrl)ent, undel which tlre provision
of labor services ancl the use of
depcndent agents-an individual
representing a sole f<rreign com-
pany-irr (ihina ('()nslitute a taxable
eslal.rlishrlenl [rrr a foreign company.
In contrast. Ii)reign c(lnlpanies using
inclepcndent business agents-i.e.,
those who rcpresent n1(ne than one
c(rnpany-have generally not been
consitiered to hare a permanent
establishment in (lhina. and therc-
f<rre have not been subject to taxes
on sales profits.'fhe Unified lncome
Tax l,aw, however, fails to distinguish
between dependent and independent
aFclrtr. Tlrotrgh the sales t'ornrnis-
si()ns ()f b()th typcs of agents have
alwavs been taxed, the new law leaves
open the p()ssibility that a forei6Jn
r ortrpary t ondrrcting its China busi-
ness through :rn independent agent
will rrrrw havt' ro pay (axes on ils
ovtrall s:rles profits.

'l lrc lar k ol < ertainty r ontained in
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the agency pr()vi!ii()Ds may prove to
be of nruch concern to foreiffl
c(,mpanics using intlependent husi-
ness agenls t() sell r)r pttrrhase in
China. LIS ('ornpanies, h()wever,
should be pr()tected Irom the anrbi-
guity of the agency provision since
the US-Ohina DTA stipulates that the
use of arr independenr business agent
does not r-reate a taxable establish-
ment.

The State 'lax Bureau (STB), Chi-
na's ultinrate tax auth(,rity, has as-

sured firreign investors front coun-
tries with()ut a dual tax agreement
thal use of an independent business
agent will Dot create a taxable
establishment. Though there is no
indication that pr(rlecti()n will be
allirrded in the law itself, STB
offir ials have indirated that a pr,,vi-
sion distinguishing between depen-
dent and independent agents may be
included in tlre implemenring rules.

ln cases where companies use a

dependent business agent, STB offi-
cials have also verified thal tlrough
the c()mrDissi()n incr>nte of the agent
and the sales profit ot lhe foreign
conrPany arf subject to tax, the
manufacturing profit-the differ-
ence between lhe rnaDufacluring cost
and tlre wlrolesale prte charged by
the nranulacturer-will l()t be taxed-
In inf<rrmal discussions, Chinese tax
authorities have also given assur-
ances that enrployees of a company
travelling into China to pr()m()te
sales will n()( fall under the agency
rules. However. if a foreign conrpany
without a "salrs" r$tablishnrent-
i.e.. a fixe<l place o[ business-
operatcs throuBh a rlependent agent,
its tax status w()rrld be injeopartly. To
minimize creating a "sales" establish-
nrenl, f()reigtr c()nrPanies should
avoid lraving representative omces
involved in sales-related aclivities. It
is als() advisable l() sign sales c()n-
tracls oulside (lhina, and pass titles
to (lhinese (-ust()orers for equipmerrr
nranufa{tured outside China. All
equipment sold nrust be ntanufac-
tured ()utside (lhina for su(h sales t()
be tax free.

Significont changes
'llrc ncrr tax legislatiort ittcolpo-

rittes a nlrtlrl,( r' rrl l}thcr nrajor
chalgcs that will nll('ct how lort'igrr
irrvcslors art trc:rt((l Ii)r tlrx ptlr-
P()sesi
. Determining resident vs, non-
resident companies.\rtitlc ll ol thc

the lack ot
cerlainty conlained
inlhe agency
pnovisions may
PJOYe tO be Of
much concern to
foreign companies
using independierrt
business agents to
sel, or purchase in
China.

new law uses the locatiott ol a

compan)"s lread offict' lo deterrrtirte
whether an enlerprise is a residerrt oI
China. This distincti()n is imPortant
for tax purposes, sincc the worldwide
int ome of a residerrt r'.rrrpanr i,.

suhjerr t,r tax, wlrtlc tltc tax li,rlrrlitt
of a non-rcsident t onrpany is linrited
to China-sourced incoore.

According to tlre lea<iers of the tax
bureau. twr' crileri:r rlctcrtnrttc rcsi-
dence: managernent and corrtrol, and
registrati(r) ("in( (n p()ri!li()tr"). (lhi-
nese law requires cquity joint ven-
tures, wholly [oreign-ownctl entcr-
prises. an<l lirrritcrl-lilhility
cooperative .joinl venturcs to be
registered and nranagecl in (lhina,
which rnakes thenr Clrinese lcgal
entities subject t() tlealnrent as (lhi-
nese resident courpanies. []nlirrrited-
liabili$' r ooperative .j()inl ventures
and f<rreign enterprises, however,
operate through registered (()nlritcts
and are not tonsidere<l rcsidcnts of
China: theref<rre, only thcir Ohina-
derived inconre is taxable.
. Flat aax rates for all A llat tax r;rte
has now replaccd the progressir'e rate
incorporated in the l1)81 Foreign
Enterprise lncortte fax law (Ft.lT).
The new rate oI l]ll percent of taxable
incorne inclu<les a lJ pet-cent l()cal tax.

Pr eviourly, li'rergrr t'onrp:rrr ies
taxeci according to lhe t!-l'I law (ame
under its five-bracket progressive tax
rate, ranging from a krw of 20
percent (plus ir l0 per<ent lotal
inconre tax) of taxtble irtconte to a

high of 50 percent (('(,rlrbined l()(al
and State taxes). 'I herefirre, f<rr
foreign enterpr ises r)tlrer thrr equitt
joint ventures-which h;rve always
been subject t() a flal 3:l per(cnt rate
as stipulated ttnder the !r;rritr.l0int

Venture Law (EJV)-the new tax law
coulcl either increase or decreasc
their effective tax burden.

Generall,v speaking, large-scale
( onrra( ting prrrjet'ts, r rxrperatire
joint ventures, and whollv firreign-
owned enterprises will conre out
ahead, since their tax rate nral'drop
from 50 percent to 3li percent. The
losers will be representative olices
and small contracling projects which,
for the most part. will bear a slightly
heavier tax brrrden. RePresentative
ollices will also lind that they are no
klnger eligible [<rr exenrption or
reduction of local tax. a ( ()nlnl()rl
practice under the old legislation.
r No withholding taxes on profit
remittance Previously, lhe UJV law
required frrreign partrrers o[ equitl
joinr ventures to pay a l0 percent
withholding tax on profits rernitted
outside (lhirra. Article l9 ol the neu'
law renroves this withholding rc-
quirement, thus enabling frrreign
investors ro enjoy tax exempti()ns ()n

renritted pro6ts which were earned
li()m theil inrrstcd entrrpriscs irr
China. In addition, profits distrib-
uled from an e<1uit,v joint venture,
cooperative joint venture, or wholly
f<rreign-owned enterprise to an()lher
such entcrprise in China will be
exernpt from wilhh()lding tax.
oTax holidays for more enterpris€s
Under Article tl ()f tlre new law,
pr<>ductive f<rrei5'n-invested enter-
prises with contracts o[ at least l0
years lnay enjoy tax lrrrlidays. Plcvi-
ously, tax holidays applied only to
equity joint ventures and enterprises
located in designated preferential
irrrestment areas or r)per linB irr
specific lines of business. Llnder the
nerl law, investfirents qualifying frrr
rax holidays Jre tax exernpt in the
first and second pro6t-rrtaking years
and allowed a 50 percent reducti()n
in rhe third to hfth years.

According to the STB, enterprises
with f()rei8n investment that did nol
qualify for tax holidays under tlre old
rax laws but qualify under the new
law will be eligible for tax exenrption
,rr redrrction if Ihey were srill within
their first five profit-nraking years as

ofJuly l, 1991. For exanrple, i[ the
enterprise is already iD its third
profit-making year onJrrly l, it would
be eligible for two and a-half years of
a 50 percent reduction in taxes. If
the enterprise is already in its sixttr
profit-nraking vear as r'[ Jrrlr l. it
would not be eligible for any tax

September-October l99l The Chino Business Rettiett l3



holiday or t-edu(tion, even if it
qualities unrlcr thr: ncw law-there
are no provisiorrs lirr rcltoactive tax
holida'ts.
. All enterprises with foreign in-
vesament can now get tax refunds
for reinvertmena -fhough under the
oltl tax l.rws (,nh \(,rnc enterprises-
nrainly equity .i()int vcntures and
prefcrre(l inr'eslllre ts sr('h as tech-
nologit ally-adva nce(l ()r export-pt()-
t.essing cnrcrpriscs-could apply fcrr
reinveslnrenl tax re[unds, lhe new
law cttrhlcs lrll cttretprt:'ts witlt [,'r-
eign iDvestl|telll to re<eive a 40
per(('nt t.rx rcftrrrrl Ior' prolit,' rein-
vested in an existirrg ()r'ncw enter-
prisc. lorrigtr invcsli)rs, h()wever. aIe
unlikcly t() fin<l thc new law any
(learer lhan previous legislatir>n, as

the tlnified Inconre'lhx Law sinrilarly
fails to addlcss lhe specific steps to
be taken br the enterprise in order to
qualily Iirr this t,ype of tax. S1'B
officials havc irrtlicaterl that furtlrrr
clarihcatrorr of tlrt. rrrles regardirrg
reinvestnlent tax re{tn<ls uill be
provided in thc irnplenlenting rules.
. An "OK" for combined relurns
The neu lar+ Pellrritr a lirreign
(oDrpany ()perating as a single legal
entity in (lhirra to file a cornbined tax
relrrrrr firr ull itr lrrrrirress attiviticr
c(nrsl ituting establishrnenls in China.
Projecls that d() nol create establish-
lncnts, llrw(.rct', Itec(l l(,t l)e in-
cluded in the combined return.
l,osses li-r>rrr one cstablishment may
be used to ollset income fiom an
establishnrent with higher taxes, but
these losses nlusl bc recaptured at
the higher rate irr the year they are
recovered. l'or instance, ir c(rnpan)
with a $ 10,000 pro6t fronr a pr<rject
in a ilil pcrrent tax.jurisdic t ion and a

$5,000 krss fronr a project in a l5
petcelll .juIis(li(ti() (art hle a j{}int
tax returlr for troth operations, claim-
ing a $5.000 profit to be taxed at 33
per(ent. II in the next ycar the lirst
project again has a $10,000 profit,
while the ser ond also posts a $ 10,000
profit, tlte $5,000 loss from the
previorrs year r ust be recaPtured,
yielcling a taxal)le pr'()fil on the first
projett of $15,000, and a taxable
pr()fit ()n thc sccond of $5,000.

Administ rat ive ly, rn{)sl fi)reign
('onrpanies will fin<i it extrernely
dilli(ult t() take atlvanlage of this
provision, sinct'to gain approval to
file a rornbincd rcturn. rxe of the
rrtabli,.hrrrerrts rnrrrt arsrrrne srrpen'i-
sory and uranagenrent responsibilirl

o!et-lh('()lhers, ilnd ina(rnc Ix)rrr all
projet'ts nrust bc calcrrlatcd oll a net-
income basis Mall lorcigtt t'orrpa-
nies, [)arli( ularlr c()nllil(l()ls, lrrve
separatc a (l (listin(l l)r'()ic(ts. lrn(l
ha!e rro rrlarragcnrt'tll (,lli(es in (:hinr
that aould takt ()rr a supclvisorl rolc.
Accorrling to tlrt SIB. tll( tc(lr.lire-
nrenls Ii)! ' ' I r l i l l I i r !{ 

( . 
r r r r' r l t r t sponsibil-

it\ o\'er all I)r()j('( ls rrrar lrt lrrlfillerl
if one ol thc ol}i< cs assrrrncs respon-
sibilitt f<rr tlrc lax lcporting ol all

Foreign investors
now enioy tax
exemption on
remitaed profits,
projects, brrl lll()sl c()ntr:r(t()rs i{ill
fiDd lhe titx r-cl)()l-liIlg r<rIriIt'rncnts
btrrtlerrs, trrrt,. ()r .r \hr'r'|-tr'|'rrr l).1\is.
thc cost ()l kccl)itrg th. h(x)ks ard tax
records in (lhina t otrltl l)r()!c cxl)r r-
sive. (lorttratlors nra]'also be rclttt-
tant t() ()pen or <k'signatc a nranrr{e-
nrent olli<e. irld Ilave their taxilble
inc()ote c:rlculiltc(i (, ct in(()Dle.
Manv coltr-ar'tors gencrallv prtlcr' t<r

be taxc<l ,,rr .r tI,r'rrrcrl plolrt lr:rsir,
where profit is <lcfirrt.<l ar ir pre-
deternrined p( acclt:rl{c ol thc gross
c()Dlracl anx)unl.

The possibility oI lilirg a (()nrl)inrd
retrrrn is grxrd ncws Iirl sorrre Iirreign
c(nDpanies, h()wc!er, pilr-li(ularly
thosc in thc oil arrd gas irrdusrry. lhe
l:rw allows prolits arr<l losscs ll-orn
uPstreanr and (l()wDstIciun ()PeIa-

ti()ns t() bc irrt lu<lt'<l in lllc:ia lc tlx
leurln. Js I,rrg.rr tlrt..r('tivilics ll'c il
the sarne line o[ brr.ilt ss-Profits or
krsses fronr hrrtcls. [<rr exanrple.
('()ul(l not lre r r'rrrlrirrr'<l rvith lrrr'Irtr
or Lrsses l-roru corrrrlelcial oil ol gas
productiorr, cvcl iI thc sarrre lirr-cigrr
c(nDpany ()pcratcs b()lh. An ()il c()[l-
panv with a pclroleurrr r'orrtrat't,
hr,werct', r,rttltl rortrlrirr' tlrc pr'ofits
or losscs ol thc (()ntril(t with lllal ()l
its Chinese petrrxhcrnical plant, as

long as both opcrations ar c owncd by
the sarnc lirlcigrr c()rnpany.
. No transfer pricing allowed
Though nrost ('()llnlrics havc long
hatl strict tults govt'r-rrirrg thc lr:rrls-
I'er prirr's J r ',rrlliurv rt tr uithirr its
own subsidiaries ()l- blant lrcs-cithcr
r.rithin :rr'ottrttr'r. rrr intr'rrrutirrrrullr.
China had rrrrt until now Iirrrrrallv
addr'esscd lhc issuc. (lhirresc tux
officials, consciotrs ol thc lxrtcltial
[or t.tx .rroirllrnrr' tlrrorrglr trarr:'lcr

pricing, inc()rp()ratcd.\rticlc lll int<r
the new tax law to prer,ent taxpaycrt
[r orrr shifting l)rofirr hcr\!c( n :r\\rx i-
ated conrpanies fi)r lirx benrfil.

The Llnitied Incorne'fax l.aw scts
()ut the p.icing p()lir ies to bt'a<lopted
hr rclatecl J,rrti(s cntcring irto lrrrsr'
ness transacti()ns. In essen(c. the l.rw
specifies that trllr)sa( li()lls l)etwcetl
ass()ciated (()orparlies atc to lrc <on-
du( ted at arm's length pli< es-those
at whiah the g(x)ds ()r'servi(es w()uld
be sold to a thir(l pallr-ard S' l
and local tax ollicials have lhe
auth()rity to nrake a<ljustnrents when
they think such 1>ri.es have n()t b('cn
used-

Since Chinir tloes rr(,1 llavc il stilltrt(:
ol' linritatiorrr. tlrc llx lurlr.litics
could conceivably go bar k to day one
o[:r crrnrpanv's oln r:ltir)us .rrrrl r:risc
questi()ns about lransle!' p!-ires. To
rrrinimize tax exp(,strte, taxplvcrs
should keep adequate r-er()t'ds t(,
support all transfcr-pri( ing rlilnsa(-
ti()ns. since the tax alrth()rilies 1r'ill

undoubtedl\ c()ndr('t in-(lepth invcs-
ligati()ns in lhe futr.lre.
. Creen light for dual pricing Und.r
lhe new t.rx rules, S'fB will acccpt a
<irral pricing systenr, where thc prices
oI protlucts lbr sale d()nlestically iln(l
abroad can vary. 'l-lris pr()visi(nr
shows that tax auth()r-ities recognrr(
that business-not tax-ol> jet tives
c(mtrol conrpanies' pricirrg policics.
and tlrat lower priccs lrc oficn
required firr joint ventult:-produced
products to be conrpt,titive in tlre
international nrarket.
. Strict petralaies Five ()l rhc 30
articles ()f the new tax law relatt' trr
penalties. which is indicatilc ol (lhi-
na's continuing c:lrDpaign to clanrp
down on what it perceives to be
uidespreacl erasion o[ taxes b1 f<rr-
eign enterpriscs. l'en;rlties Iin lale
payments have been redtrced signifi-
cantly, frorn .5% to .20.6 of thc
outstanding tax liability lirr car h day
in artears. While a welcorne redut-
lion, the penalty still translates t(, a

whopping 73 percent per year'! Worse
yet, penalties ale not tax dctluctible,
and are assessed from thc' original
rlate the p:rlntertt is drrr' r'rr'rt l,rl
acljustrnents rcsulting firrnr tax au-
clits, which in China oftt'n take ],ears
to complete.

Chinesc tax artthoritics rc('()gnire
that the penallv pr()\'isi(rns are harsh,
but slale thal in practice lhcle will be
''flexible applicatit>n.''lir accornnrt>-
(iale this tlcxil)ility the l:rr,r pr()\'ides
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rhirt [irt lirsr violations. pcrraltrcs
"nlay bc asscssc(l l)y tlk local tax
bureau, whi< h hns l r;rdil i()n.rlly bcen
Dr()!e lelliert in asscssittg l:lx pcrral-
trc\ tlr.rn tlrc \tlillgcrt I,r'(,\'i\r,rIl\ i

tlle lilr lair wotrkl scettr to rcqtrirc.
[-ocal arrthorilics atc nls() l() ilsscss
srrhst-tlrrerrt rrollrtrorrs or r.rrr's irr
which thcrc is non-cortlpliancr rvith
lhe first assessrrcIlt. l\tnDv li)t'(igll
inlest()rs at'c lct,rv at tlrc pr'()sl)e( I ()l_

s()nrctinrrs inllcxiblc kx al-tar lrrr-
reaus haling srrclr a high dcgrcc ()l'
disrrction ()\'cr significant lax rllrt-
tel's,

Problems remain
.,\s rrright l)c cxpc(lc(1, l()t illl

ftrrcigrr irrrt stor'r .ll'( ( rrtir'( l\ \.ltrs-
fied with tlre ueu tax lcgislation. I.ilst
an(l li)ren)()st, thet'e nIe a()r)l)llinls
tlr:rt tlr' lirir un(l r( glll:rtions r (,nt.lirl
t()o nran) alcrs ()l subi('(livity, su(ll
as the ilppli(ilti()rr ol 1>cnalt ies or thc
detcrrir inati( )l| ol lypc ol l>rrsincss
ageIt. No irrvcslor warrls tll('llu(('r--
tainty ol grrt ssirrg wlrirl th( inl( r'l)r'('
tirti()n ()f thc lcgislatiorr till l>t' firt'or'
leD yenrs (l(,wn tlle r'()a(1.

Irttcslots atc illsr) (lirtrcss({l t() s(r
iD Arti(le 5ll ol th<' rcgrrlati(nrs rllar
I'rrleign cornPanit-s (iltln()( dedlr( l
nurl:rgerrt('nt fcts lrairl to assor'iatc<]
errerl)t'r\r,s. lir (:s (I'rrl).lrl(. it|
parli(ullr. this Pro!ision rlr! rcsult
in rlrrrhlc t:rx(.s sil((. flS tax l:r,!vs

t equi!_c that sucll ( osls bc t rirIlsli'rred
to afliliatcs. \\'here possiblt., tonrl>a-
rries slrorrlrl r halgt' tlrt,ir alliliatcs
fees for-specilicallr i(let r r iliirl)lc sr'r--

rircs. :'irrrr' llr(\r' .rr( rI<rIrrrtiIrh irr
(lhina.

l'urtherrnorc. rle\pile th(. nurler-
r)rls :rppcills ol lirr't ign crrrnpanics to
(lhirrest tax auth()tilics l() ir(()!'l)()-
rale a stirlute ()l lirlilali(rls in th(' nr.}\
Irgisl.rti,rrr, rlr( rc i\ rto rrrr h lrr',,ri-
si(nl. H()wever, th<.S'lll says srr<lr a

stillr.lte rrrx-v bc in(lu<led irr tlrt'
Inrplcrrtt rrtirrg Rrrlcs- lrr llrc nlcal-
tiIrle, li)reigrr c()nrl)iulies nrily lirr(l
thetnsclves hekl lirrblt'lirl taxes lirrrrr
lhe Ii!sl (lay ()l'tllciI l)usir(,ss ()l)(,r'a-

I i( )ns.

l'"r \orr( lor{iXrt rorrrIrurrit,' il
China. parti<rrlalll lh()se wilh srniill-
scale ()l)eIal i()rrr, tlr('new lcgislali()rt
nra) :r(l(l :r h('aTl adnriristlillivc hrrr'-
dcn. [ir <orrrpll with its nlria<l
l'cilllllclll(lll\. til\1,.t\( t'\ ltttt,'l rrlrl.tilt
nrultiplc approvirls anrl yrlovi<lt'
stacks ()f sul)p()r'tillg (l(x ullr(.ntuti()n
fi,r t.r\ lrllr ( .llr r e\ i('r\'. ( .( r r irir I,r'(,r i-
rirylls-.,111'5 ils llte alti(lrs grnnting
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lhere ate
comptaints that the
law aN
Jegulations contain
t@ many areas of
subiectivily.

tax refunds frrr- reinr'estnrent of a

foreign enterprise's prolits and the
arti( les all()wing combinalion re-
lrlrtls-are ex<eedinglv conrplex,
an(l s()rle r()olpanies nray find thenr
trxr currbersonre t() even atlempt to
qualify. The benefits, however, may
be well worth the effort. And, given
linre and experieDce, the Chinese lax
aullr()rities rnay well streamline the
pr()cess.

A step in the right direction
Despite these llisgivings, m()sl f()r-

eign investors view the new legisla-
(i()n as an inrprovement over existing
tax l;rws, whirh often resrrlted in
inconsistent and unclear tax applica-
ri()ns. Participanrs in re(cnt Pricc
Waterhouse workshops by and large
torrsidered rlle Unified Inrorne Tirx
[,aw an open, flexible law that
generally conforms with interna-
tirrnal practte. Manl r,I the partiri-
parrts hacl reviewed earlier drafts ol'
the law and regulations, and nere
pleased to discover rhat tlre firral
legislation incorporated a number ()f
lhcir reconrnrendations.

Yet in any country-, changes in a tax
systenr always bring uncertaintv. Chi-
na's tax authorities must Dow facili-
tate the iDrplernentation of lhe new
tax syslenr while addressing investor
c()n(-cr'ns ab()!rl lhe interPretati()Il,
adnrinistration, and enforcement of
the law. Perhaps the implenrenting
rules, which the STB has pronrised to
deliver within the next year, will
clarify rnany of the gray areas.

All in all, Chinese tax autholities
have nr:rde renrarkahle progress in
the past l0 years. The new tax law is a
big step in the development pror ess.

ln ttre lon5J term, the integrity of
(ihinl's tax system has been strength-
ened by the establishment of a

credible tax regime. Foreigrr inves-
t()rs, who ftrund nranl ol their'
c()n(erDs and conrnrents inc()rP(F
rated into the new legislation, will n<r

<Lruht benetit fronr this progress irr
(lhina's tax sl'stem. i

The US-China Business
Services Directory
A Publication ol the
US-China Business Council

The US-China Business Services
Directory makcs il casy to locate
assistancc for all aspccts of your China
busincss activitics. This comprehensive
dfuectory contains full contact
information for over 1000 kcy US,
Hong Kong, and Chincsc companies.
Each entry describcs the China
business services they provide and
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telephone, tclex, and even fax
numbrs. This unique resource is
indispensable in helping you find the
best assistancc available.
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Moving

Interview
J. Stapleton Roy formtr amhrxsa.dor to Singapore and

executiue secretary of tfu State Department, replated

James R. Lillq as US ambassad.or to Chinn in August.
Roy spohc uith Editor PameLa Baldinger in Wo^shing-

tm4 DC, before leauing for Beijhry, whzre he prniously
seraed as deputl chie.f of nfusion from 1978-B 1.

US-China Relations
Fonvard

(-l *,, u',tt h, tt\\ut,u,tr \t,ut'lt,\t t\
\.rnl,,t.ut,l,,, t,, (.hitt,t ttt ,t ttrtt,
uhn nl,tlilttt bl tt th lul tt'uttl,tt\
art rt tr'.ttt'r,tt' \lrai - ll'h l lrill \our

[ )\lr pr irrr iyr.rl go.rls irr ( ilrrrr.r rrill
fLlr.'r,, lt'\ l" rrr)\('tlrc t'S-(.lrir.r
lclationship itr rlitcrtiorts tlt:tl rttvt'
L'S irrtcrcsts. I tllink Illill tlrclt' arr'
lrrc:rs whcrt. lx,lll ()uI illtcr'(.sl\ ln(l
tltrsc ol (llrirta plori<lt :r bitsis lirt
n)()\'rnrtnI ir tlr:rt rliltr tiorr. lhis
r'ort.rs ,r rrltolt' nutgt ol isstrt s; sorrt'
ol tlrcrrr alc gloh:rl irr rrirtrrlt.. srrclr irs

c()nl r r)llillg l|rrrltar arrrl rttissilc
plolil<'ratiorr. ()tlrt rr arc rcgiotral,
srrth as trrirrg to t'stahlish a \lirl<llc
llast arrns < orrtrrrl rlgirrrc,or trvittg trr
plrxlrrr r' :r jrrrt .rrrrl l.rir \ r ' t I I r ' r r r ( ' r r I il
(..rrrrlxrtli.t. ( )tllcr\ lrrl lril.rtcr.rl i.-
sucs, strtlr as irrrplotirrg thc irrrcst-
rn< rrt , lrrr.rtl lor l S lrrrsirrr'sscr rtt
(ihina, irnprovirrg crrtt<liliotts Ior orrr
r'xlx)r'tcls. tryirrg to lrrl<lrtrs sorrrt' ol
thc rrorr-talill barritr-s that (lhirra
inrposcs orr illlx)r'ls, ill(l (lcilling rvilll
sl)ccili( ((,nacnrr in srrr'lr an'as as

intcllet rrral 1>r'opt'r't'l prott'r tiott. Hu-
rrrarr riglrts <ltrr'sliorrs ar'< ol glclrt
conctlrr irt tlris torrtrllv, atttl lltosc
uill rr.rtairrlv l)r nn ir)rlx)r-tarl I)lrrl ()l

nr_v rrrissiorr irr ( llrinrr. So I st t lr

panoplr ol issrrr.s tlr:rt ne. utt'rl lrr
rvolk or togt tlrt'r'. Ilv cxpt r'it'ttcc ltas
bcerr thal rrlrt'n uc irrt' :rblc lo
nr.lllll:rrt Jrt (ll((ltr'(' (lllll(,8rr( irr
(lhirra, rvr' lrrvr. lrlrvars bctrr rtrort'
,.rrrl srlrrl rtt ttrorittgr'ttt rll;rtir,IrrIri1r
ir) (lirc( li()n\ tlrlt alc conrp:rtiblc with

Whal uill it tak? h nai lai a
eurces.sJ l relatiouhip?

A \1cll. tlrr 6rst thirtp rrt lrllt't' t,,
Atrrrtl.r.turrrl is tlr.rt tlrc ( rtitt rl
Slal('s canl()t sirnplr creatc lavolable
conditiorrs in olher countries. 'l ht rc
lrc r ountries ven'ckrse to the Lrlited
Stirt(,\ thirt llr\e ( (,llrpli lclr u \:rli\-
Iactr,tr hrrnran Iigtrts :rnd ()lhcI tvl)( s

ol donrestic t'nTirt:rtntcrtts. lttrl
whcre rre haren t been ablc to shapc
lheir d()rneslic sitttilti()ns to lit otrr
irlt,.rlr. Brrt ur'r'an lrr.r ler\ elli r tr!c
lirrt e in reinlirlt ing the aspilat irrts ol'
tlrt' people ol- other cotrn(ries firr'
rrnivcrsall'! r-ecognized [rttnran rights
arrd values. This is thc basit unrler-
pirrrrirrg of our policv apl)!()a(h. Nl\
task irr Bciiirrg will be to l|y r() Iiu(l
thc hest ways lirr rrxrring tht'sc
prrx esscs forrvard.

A tt,ru *tctttittc io ,*tu think tht

\r:h,r"," i.ttl tu r,, rhcst,ttstt-
ncnl:! lle rr hrtring u l,'t "l rh.t,'rt
abo l ?l)olulitDtism ond lh? Wtsl'\ .\o-

ralled lt.sirr to lahe ou?r Chitru lhrough

leo(pful m4 s-'fhi-\ doc.ttt't sotnd :lerl
l,nni.\ilg fitr hrtnging (:hint lo lhc
lcg0lieling lahl?.

rrrt'rrtully il thc irrlclcsls ol the
(ihint,st.pt'oplt lhcrrscl\'(s. I (l() n()l
scc arrr irrr'orrrpat ihilit\ ll.tr,rt't'rr whal
lt narrt lrnrl rlrat tlrt (iltirrt'st lreople
rr:rrrt. ()rrl goal rrrrrst l)( l{, r{{)rl witlr
tlrr' (llrirrt sc gor( r'nrl( nt irr *lrrs lhirl
uill tttlratrrc rrrorctttcrtt itt tltcsr
rlilr tiorrs.

lin fusl roivtl a ufutlc ltst ol
irrrrer lorm i(ipal? tuhing up

uilh llt( (:hilt's?. llhere do hrtsirtcst and
lrnlc-teht ittuts lall t lht\ lt.\t-
hat utll tak? priori6?

ll)r's('intcrcsts

A TIrt (ilrint'sc :rrr r'(\i\t.|lrt to
A,,,rr,lrri,,r* irrr;x,,.erl ,rrr tlrtrr l,r
orrtside torrntlies. and I can rrrrrltr-
stald that. Brrt there is nothitrg tltat
thc t rilc(l Sllle\ sccks in its relati()rt-
ship rvith (:llira thal is nol Irrrrda'

Ar. "tou : tifig lh?r( e .tP?(ih(
(ril(tia th( (lhinese utill httc lo
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I llrcr'll lx, riglrt .rt tlrc t,';, I

-tLtl,,rr't ..r. lrit.t sc lr.rrc r,r <lt.tl
xitlr tlr< plolilt l atir rrr isstrt s arr<l lhert
$t ll gct ;rr()urtl tr) llr. l)usirr('ss
ir,sur.s. \\r. uill lrt. ptrrsrring all ol
tlrt.rt. issut s at th<.urrrrt.tirrrt,.,\t llrc
rr()rl(' l. (,n( rrl tlrt irrlxrlir|lcnts to
thc lcl.rtionship lras lx't'rr tlrat irr the
lrlit,r rrratlr ol l 1)U1). rrc lrart.rr't bct rr

ablc to rrrairrtlrirr lrigh-lt'rrl rotrlarts
witlr tlrr'(ilrincst', irrr<l wc licl tlrat
<'t ttlritt iltrlrtor't'ttt<.rtts irt sttch ltrt'as
as w('lrlx)us prolilcration arr<l lrtrrttarr
lights irrt' r!(.('cs\ar'! l() ur()\'(' l)ilck l()
tlrc tcsurttPtion ()l' stl( lr ({)ntlr(ts.
()rrtt wr,arc alrlc to lrrovc batk irr tltc
<lilr.ctiorr ol rorrllrcl. tlrc brrsirrtss
issrrcs will b<. arkllcsst.<l ;rLrrrg rvitlr
thcst. ()tlrt.r i\\uas. IIl Ilrtt. rvc arc
lullcurlr arlrlrcssirrg thcrrr at lrxrer
lcrr.ls.,rrrrl h;nt lrtt'rr tlrrorrghout thc

l):lsl l\r() \clll\.

o
l6



meel bcfor? normal high-l?u?l .onkt.l (ou

be resrnel? Are thc (:hittcsP tloaft of

A \\'r.re .rlle.rrlr hld :rrr tllctIirt'
A,lirl,,g,,. rritlr t ltt (.lritrc'r' irr

whirh weve lxi(l ()ut the (()rr(errrs
thal ir ()ur'\icw ale hin(lcling (,trI

abilit\ t() nr()\c batk towartl a tttolr'
n()roral relati()nship. So. I thittk tlttr
un(lerst:ln(l thc areas wltcrc rve thirrk
pr'ogress is tc(essil!r'. ()n s()nrc (,1'

tlre$e kcr areas. \rc \c Li()lt('n rc-
sp()nscs Ii-()nr thc (lllinrse thal rtrg-
g( \l llrcr rr(, rlrt' P,rssilrilitr li'r
nl0\'cIitcIll.

A srr,,, a.rf\,,
A ()rr rrloIrIt'r.rtiorr isrrrtr. lor irr-

4.,",,i", rlre (:l)rr)e.c I)rt ri( il).lr( (l
in the Paris t orrlt'rcn( e ()n t hc Ili(l(ll('
East arrrrs c(nrtr()l initiiltire. t'n(ler
Secretarr B:rr tlrol, rrttcs lratl t.rlls rtr

late.lune on pr-olilir-atiorr isstrcr tltat
helped lav tlle basis li)r conlinuiug
talks with tlre (lhincse on lhis nlntl( r.

\{'e havcn t tct annorrrtcerl art\'blcak-
thx)ughs in lhese lreils, l)lrt n('s('( a

basis firr- (1)nlilruinl{ our tliaLrgtre
with (lhina, an(l lhere at'c spccitit
purp()ses $e't-e ln'ing lo achicrr'.
\\'e re not trvirtg to athicve bt'cak-
throughs jtrst ()n nort-plolili'ral io
isrrrr'r. rrc te tr'\lrll.i t(, i rcirtr' .r l),rsi\
lir nroving bl(k int() norrrral, higlr-
level governnrcnt:rl intelactiotr with
lhe (lhir)ese that will inrJrrovc orrr'
abilit\ t() pr.u'sue the lirll larrg<' ol
issues we have belirrc us.

f) s,,,1", unult tnp,lz+ ltlti ): tht
\-ban on trtttt lry htgh-ltz,tl X,'* rn-
met oli(ialt inlu l afi?r 'l ianannrn?

A \4c dtrrr't t,rrrsitltt rartrli,'rtr.rru
Ap.,,rt.,,t,',t, lrttt ,rl .trt' tclati.rt-
ship with Ohina. -l-hey wert'nrcirsules
taken irr tlrt' aliclrrath ol thc_fiiulanrneu event. an(l which rc-
llcctetl thc strorrg feclings ol tlrc
American people. \4Ie woulrl likt'to
work witlr the (lhinesr l() nr()\'e th('
relationship in a (lile(ti(nl tllal w()ul(l
nrake th()sc :iar( ti()ns rto krrtgcr'
appli< ahle.

Q tr;',r, kintl ,,1 lnvt,tp n,tll u,,tt

\- htte u,tth tfu (lh t urst, r,tusiltrin{
thal lh( l'ntlcl Slol?s is a.l; g unild-
erall\ on lradr is\u?s tighl notL,? ll'ht
shutlrl lht (:hitt?.\r .otrqtr k' luilh lh(
('nlld Sktl?.\ iI lh?\ helin'? lhn (et lurt
b [-urop? dnd.lulen \til?el'l

A I rkr rrrrkttl ,\rrrlr.rsr.rrL,r l.illtr'.
A,',,,,,,,,i,,,,.,,, r(' l.'r'kit!,1 .rltr'l
arrrl yrrorltotirrg lh( illl('r(sts r)l []S
brrsint'ss irr Ohirra is sorrrcthirrg I lravt'
cr ('r'l itrlcnli()rr ol corrtirrrrittg.

o ll'hul rolt uill llottg Kong ltlal in
'tour rlutlingt u'ilh Oltina?

[ ].sscrrtrrrlll. trr rcs;xrtrsilriliticr rrr

.f'Lt.lrirr.r rl,rtr't corct Hotrg h,,,,*
lxr sc; lrtrt l() Ilrc cxlcrl llrxl Il()rtg
Kolrg lrtcorrtr:rn issrrc irr US-(;hina
lclatirrrrs, llrcn it is ll rrrill(cl I will
harr to pa1'attculi()n l().

\!i havc grcat (()n((rr ill)r,lll thc
Iirtrrn ol Hortg Kottg, ht'r'ltusr' lr'
hlrrc htrl a vt'r-r cllittivt l()ng-lcltrt
ltlatiorrship *itlr Horrg Korrg. I\larrr
ol our lrtrsirt<sst's rtt'c l(xarlr(l lh(Ic.
llt(l rv(. ha\r' srrbstlrrrtial tr':l(l(. \() tltc
lirt rrrt ol l loug Korrg rrrattcr s to rrs. I

think thirt orrc ol ottr spe'rific goals
slrl,rrlrl lx tork rr'l,rl,',ur r( I.lIrr,rr\IlrI,
rvirh (llrirra irr $'ulr that will Iurilitatt
ir snr(x,th trilrlsiti()rr lol llorrg Korrg
irr ll)1)7. Ihi., goirl (;ur s('r\c rrs ir

sn-alcgic ()rientation poinl Iirr trs rn
lcrrDs ()l'tt']ing l() addless all of the
issues that w()uld .(rrtribute t() a

nrrre lrrlrrrable envirolrnrent fol thal
tr':lDsiti(, . Arrrl that inrltrdes trfing
to lrave arr e[Ic(live. c(nrslluative,
.rrrrl liicrrdlr lt'latirrnslriP r'ith (.lrirta
irr ll)!17.

O,o" I s rur/,r,rxa tt t l,'riltllt
\-ltfltrnt ,ltrrtt,'t lt,'tn tt (''-l
Itartn.fi il r(gaftL b Ohinu polict. ls
lh..'ll/ri i.\trution (o .ct' ?d I going il

[ \\i h:rvr'lrrrrl .r,liul,,grrt r'itlt tlrr'
fLr,r.,l,,r lrrrrlirrg r,rtuttt'rc. lirt' tltr
lutt trr,, rcar-s. alrl I thitrk thel
un(l(.rsl l(l lh(' c()natttts thal f()rnl
tlrr. lra.rr i'l ,rrrr' 1x,lir r. I svrtr|:rthizr
$irh lhc (lesilr in (iongress and
r.lscwlrt'r't tr) [in(l l)eller' \!aYs l()
rrrolrilizt, irrtcrnutional srtppor't for
hurtt:rtt t'igltls cottcr'rrrs lhxt Drattrr t()
us- Iirt wllelhcl or-Dot lrving to prrl
slx'r'ilic plcssrrrr' ()rl ()lher l{()verrl-
rrcrrts will beclli'rtive irr a<tornplish-
irrg this prulxrsc, I lhink is :rn ()pen
qlresl i( )r r.

() lt rhtr, ,ttt,tthtug tr,u'l liht rt trll
\-tfu .1nt"rt,,tn l,u-tt tt ttt ttnnuntt''t?

I I wrrrrkl likc to etttplr.tsize ltow
.f1- i,r'1r,rtu,,, I rlrirk Ilrc ergnBc-
rDcnt ()l LjS business is Iirr- our
overall lt'lationshil). I see ()ne of nr)'

1>r'inre goals in (ihin:r as doing everv-
thing I (atl to inrprove the business
crrviron rrrt'rr t. .rl(l I lr()pe t() have
nurr(r'i'u\ r r'lltl(t\ nilh llle Anreri-
('ilrr busilers torrrnrrrnity tltrring nrv
tcrnr irr (lhirta.
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A llrc (,lrirrcrc rlr,,trkl t.tlt ,'rrr
A( (,ll( ( r rr\ {('r i,,ttslt' lx r.tttst tl sltt
rlrrir inr.r.sr to rIr so. tht tinitc<l
Slill(s hirs lxr()rttt'lltc tttttttllct ottt'
rn:['kr'l Ii,r (]hina. tl) tll('lrrrr('()l $15
billion last \(nr. l(.r)r(ling t() our'
tla(lc figurc$. I l'ottr t ortct'r trs lttt ttot
ird(lrcssc(l scr irrrrslr. thc (lltinr'sc tlrrt
lussullre lll( r'(' *ill lrt'gt()rrittg pt't's-
srrrr in llris ((,trrltr-\'li)r'r.ls lr) titk('
c\'('ll sllr)ugcr rlr(:rslllcs xgxirlsl wllat
rvc c()rrstlcI rrlllaiI tra<lirrg l)rit( ti( cs.
So. it r rrr llr( ir intcr( \l to l.ii\(
allctrli()n t() r)lrt (()tl(ct'rrs. \\'( l( tl()t
scclittg r;xr i:rl lrrv,'r. Itottt (ilrirr.r -
all rrc rc askirrg is tlrat tltcv rcslxr t

irrtcllctttral ployrcrtT rightsr tltat tltcr
btgirr rror ittg bar k irr t hc dir ct t iott ol'
glcirl(r lr:rrrsl):rf(!r(\ irl tllc go\(tIl_
irrg ol irrtclrrati,rrral ttarlt'; arttl tlrat
lhc\ I!r()!(' in lhc dit'cctiotl ol'inlcrnx-
ri()!rrl nr)rrns. rcllcctctl itt (1.\l'1. arr<l

in thcir <lt'alirrg \{ith inrports, s() tlrlt
cxlxrllcr\ lrat't sl)rttt'rsar l)l lnorr'iIrg
rvhal Iaclols rrrakt tlttit'grxxls rrrrtr-
pctiti\'(. ()r' tl(,n-(()Illlx'lili\'( irt lll('
(lhirrcsc rrrar'ket. N()llrittg $( r'( lsk-
irrg of thr' (lhincs( rrl)r'('scnls a

slxr i.rl Ilrr,'t. itt I.rtt. tlrcrcs.r lrlrrt.
ol rrrrtrtal itrtct'cst itt lirrrlirrg soltt-
ti(,Is t() lh( sc pr 0blcnrs.

( , )rx, l,ltl,a^\t, u'ui 1\'ra ttrtttt
\-oth tht l \bttttttr\\tt'tttt,ttt,ttl\ itt
Ihijing. l)o pu uln ntlt'tul to adopt tlil
.\l\lt'!

A \tc'rc r(,t rr.rllr r('rttertted Ottr
4.,,,,,"r,,' rrl.rre ro tllc lrurnJl
light\ rrrr ir'orlrrrcrrt ttt (.ltirra. rliir h is
lhc reirl reas()n rr'e Put restrainls on
It'nrlirrg, an<i r,rh\'\re are slill sticking
l(, the p(,siti()n tlral ire hill supp()rt
Lr.rrrs orrlr l.r' lr.rric httrn.tn necds itt
(lhinir. Ilut rse'rl like to bc able t<r

nrove ba<k l()t!ur(l :l ntote llexible
lcn<ling policv in (lhila. and tould
likc to sce lllt' irrplr,\'( lrenrs in
Irurrrarr rights thal rr()uld nrake thar
rr)\'e lx)ssible. Il olher countries are
prrrsrring tlrcir Ilrnlan rights irrterests
in (lhina via other r^als. we (an
undclstan(l lhal.

(-) uirl 11. t \ hr u,tttitry ti pt.cs.\ut(

<..tl\ (-, .tlltrt lt) tl,pro1,? tntl\ h i.
hunan teerl.r loans b Ohina?



SPECIAL BEPORT

Stormy Seas for
US-China Shippirg

hile the brxrlr in LTS-

Ohina tratle has gener-
all! trarrslared iDt() in-
creased brrsilress for

shipping lirres plvirrg I S-(ihlra
r'()utes. IiS-(]hil:l rnarilirnc t'clatiorrs
are at thr lorrcsl poirrt sirrtc tlrc
signing ol th<. ctrllcrrt bilrtr.r'al aglt,t,
tttenl in [)uentber l!lllll. Slrrrllrrl lrv
clairus lirrrr IrS carlit ls tlrtt llrcr'irrr.
pr()llil)itc(l florrr r orrdtrct irrg busirrt.ss
in (ihina ar<ordirrg to thr tt,rrrrs ol
thc bilatelal. thc l'c<h'r'al l\lirlitirne
(lorttrrrissiotr ( I'l\t ( l) ollit iallr
larrn<'hc<l an invt'stigation rrl (llrint'st.
shipping prr( I i( es in latc-lrrlr. Slrorrl<l
it tlctcrrninc that tlS tarriers arc
sul>jctt to barricrs in (lhirrir tlrat
(lhinese <'arlicrs (l() n()t lil(c itr tll(.
linite(l Stirles, the Fl\l(i t orrlrl inrlxrst.
a varie6' ol'sancl ions, srrch as taritl ol
aglecrnerlt sttspensirrls, <lerrial oI
a.cess t() (lS p{rrls, ()r' li'es ()[ ul) t() $ I

nrilliorr a voyagc. Such sirrrt liorrs
would nol only scliorrslr ilfli.(t (lhi-
nese (arlicrs. but wotrl<l also halt.arr
inrpact orr LIS slrippinl.{ lilcs-whir lr
w()uld inevilal)lf Lrst' llvor wirlt
(ihirtese lxxrkirrg irgt.nts-ar:<l I IS

inrporlers, who nright Iat t' irrcr-r..asc<l

pri<es. rlelays, atrcl rlillitulty irr rt.-
ceivirtg thcir plotlucts.

Sorting out the issues

Marry ol thc torrlerrrs beirrg t,xarrr-
itred l>y thc FM(l wcle' srrltpostrl to
ItaTe hccn a<irllt.sscd iD the l!)8lt
Agrccnrcnt orr Marilirnc _ll 

iulsln,rln-
tion betrseen thc Ilrrite<l Slatcs arrd
(lhitra. [)ifIer crrr cs in intcrpretatiorr
anrl legal rt,ginx's, Irowerer. havc
kept thetn l'tottt bcing s()l!(.(l t() lh(.
satisl:t(ti()rt ol tlS ltrthoritics. llast'rl
on lhc rnirrutes ol the r\pr-il rlt.r'tirrg
betrvecrr thc l\laritir t' ArlrDinisrr.r-
tion o[ thc [!S l)el)lrtnrelt ()f-li ns-
poltatiort (tlARr\t)) arrd tlre (lhirrest'

(alriers r() deal dir-ectlv rl irh Chinese
( usl()rlcr s. Viltuallt' all (lhinese
r.rrgo is lxxrkerl .,nt(, I S ship\
tlrrough trro State nronopolies: rhe
(lhirta Natiorral l'oleign lrade Trans-
l)()rtrti()n (l()rlr. l(SIN()TRANS). a
urtil (,l the l\lirristrr of Foreign
Ucononri< Rclat i()ns and Trade
(II()FLRI )l and PF,N..\\:lCO. the agenr
ol tlrc (,lrirra Orearr Slrippirrg (ir
I((:()S(l()). oPerated l^' the lltinisrrr
()l (:()ntnruuicirtions (l\l()O)1. LrS
srrrrrces clainr SIN()-t RANS and
PL.N,N'I(:() relilse to book calgo at
t:uill late:i higher t[r:rn th()se ()l (he
Iar !)ast Narigarion (i,. (FAR[.NCO),
which is olrrted bv i\rOFLRI"s Hong
Krrtrg srrbsidi:trv anrl acts as a Hong
K(}rrg agent f()r SI N() fRANS. Accord-
ing to rhc Ftr[(] orcler of invesriga-
tiUrr, tlrc (llrirrere :l(rnrr u\e tlleit'
"control oler a()llecli()n r>f oce:rrr
fleight nrorrey to assess and collect
Ireight at less than rhe rates and
r lrirlgcs cstahlislr.(l l)) lhe ['S (arn-
ers in tlrcir tarilllr"-actions prohib-
ited un(ler flS nraritinre law. (lhinesc
carriers are not subject to LJS inter-
{-erettce irr thcir plicing policies.
. Port gervice issues tJS officials
allegt. tlrat the operations of US
( arricrs a!-e inrpede<i by restri('ted on
ilctcss t() <krcksi<lc facilities and
c{lurl)nrcnt arrd exr'esrire r ltargcr l,r
various port scrviccs. For exarnple,
rlrile I 1)1lt) M( )( i regrrlarii 'rrs corrrain
a singlc set ()l p()rt-relared ( har'ges
applicable to both (lhirrese and firr-
eign vessels, LIS Ieeder vessels are
asscsse<l higher clrirrBes firr manv
scrvices tharr their (lhinese counter-
pat-ts. Ac(()rding to tlre (lhinese. the
ltiglrcr rltat'ges r otttpr-rrsale [r'r
harbor and energt' taxes-rvhich,
a( ( ()rding l() (lhinese larr. are suppos-
cdll'not applicable t() LIS (arriers. In
the tlnited States. port charges are
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A perding FMC inuestigation could proae costly for both
shippers and importers

Pamela Baldinger

\linisttr ol (lrr:trrrrrrritatiorr:, as \\'rll
:ts rIx ttttrt'rtIlrIiort \ul)rrilIc(l l)\ tltc
rrr:rirr ( S arrrl (lhirrcsc rrrrliclr arrrl
()tlrc!' intcr(,\lc(l t S l)urti(.s, th(' f\l(.
ha,' sclrt tcrl lirc gr'rrclirl lrlcas trr
trr\c\trl.l.ltr' lrr:rrrr lr ,'llrr r' ,rr tirrtr...
tlrrr'icr tlrrills. lxrrt sctri(c is\ll(.\.
ilttctnrorlal anrl rclatcrl scrlict's. anrl
''r! rittg lrrtsitrcss r orts.
. Branch ofhce activities l'clh:rP,,
tlrc rtrost sigrriIic.rrrt ol tlrc litc issrrcs
h< itrg a<ltlt< sstrl bT thc irrrcstigatiorr,
tltis orrc r t rrlt ls orr r hat uct ir it it s I iS

Iit'ttrs Itt.tr r,,ttrltr t tlrrr,rr[lr tlrcir
t( l)r( \( rrlrti\( r:llitr,s itl (:ltinit. t S

rrralitirrt ollitials. cluirrrilg tlrat rcp-
r('s(rltJlir'( att<l lrrarrtIr oIliccs arc
thc s:trtte, l)()inl r() llt(, l)ilat(,rill
lugr(cn!('nl (lirlrs( Ihill slalcs []S
trtarilitttt, cart'irr' rcl)r'(.s('rtillir'(' {)l-
lict's itt (lhitta rvill lrt'ablt,ti) (()tt<lu(l
:rll rrorrnal lrusirrcss attir'itics." At-
torrlirrg lo (lhirrt.se llrrv, howcx'r,
r( |lr'( \('rt:rtrr. ',lli( r'\ r'l l.'r(,rgl
(()rrlparri(s nrlv corr<lurl onll irrrli-
rr'r t lrrrrirrcss oIl r.rtiorr:'. Sirro-1,r.
cign joirrt r'('ntur('s rlllsl bc arcatc(l
t', r 'rr(llr('t rrr,'lt olx t'.rtt,'trr;r. trr.Hr,ti'
ilting l'r'('iglrl lrrtcs rvith shil>pcls antl
cotrsignt cs; lurcpting lrookirrgs o['
Irt iglrt rlirt ctly lirlrr shiltpcls; issrr-
irrg Lills ol larlirrg; billirrg lilcd tarills;
atttl <'ollt ctirrg rx<.arr li't.iglrt arrrl
t'ltatgcs lt'ottt slripyxrs. US callicls
ttot wislritrg l() Ii)tnt j()il)l vc ll||cs
nrrtst lcll orr ()lrinest. lrgclts [irr'thcsc
scrvir<'s. rvilh tltc l-tsltlt lh;lt lh(.y
Italc littlt corrtrol over thc lxxrkirrg
or Prit'irrg rrl tlrcil st.r'r'ir cs. (lhir:csc'
t'altirts. itt t ottt r ast, :rlr rrot t-r.qrril t tl
I() ir\1'st in tlrt []Ditt'rl SliltesI()(urrv
( )ul tl)( s(' l:lsks.
. Carrier tariffs -lhis issur' stt'rrrs
rlitcttlt llorrr tlrt' irrabilitr ol I S

l'amcla llaldingcr is editor-in-thief of
The (lRR.
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not assessed ac(()rding lo carrier
flrB.
. Inlermodal aervicee Just as LIS
carriers' abilitv ro hrxrk freight is
limited. so is lheir abilily to handle il
within China. Under Ohinese law, US
carriers are prohibited fronr ownirrg
or operating inland container yards
and container freight station ternri-
nals, trucking sen,ices for inland
transport of their containers, and
"related warehousing activities" un-
less they fornrjoint ventures for these
purposes. Chinese carriers, in r'on-
trast, are not restricted fronr wholly
owning such operations in the United
States.
. 'Doin8 businesa" costs US au-
thorities allege that US carriers are
subject to various charges that are
excessively high or discriminatorily
applied vis-a-vis Chinese carriers. For
example, coDtainer-port on/off lift
charges are 30 percent less per
container for Chinese carriers than
for foreign vessels-a situati()n de-
scribed as "unacceptable" by one
MARAI) official. The Chirrese cleim

that national carriers are given favor-
able rates because they must accept
sometinres unprofitable State-as-
signed voyages and contribute to the
fund for energy- transport c()nstruc-
tion.

Loohing for a comptomise
The l-MC has until November 22

to investigate these issues and nrake
its ruling. Ir has ordered CoSCo,
SINoTLANS. American President
Lines, Ltd., and Sea-t,and Senice,
lnc. to submit motions detailing
Chinese shipping practices in these
five areas. No oral evidentiary hear-
ings will be held.

Although the Chinese have not yet
indicated any intention to re-open
negotiations on maritirne issues, rep-
resentatives of US carriers are hope-
ful that the damage potential-FMC
sanctions would inflict both on
CoSCO and Chinese export perfor-
maDce as a whole will bring thenr
back to the table with serious propos-
als. Jurisdictional con(licts between
MOrERT and MOC-SINoTRANS'

business is guaranteed whether
COSCO is punished or not-will
nrake it diflicult for the Chinese ro
attenrPt t() address many of tlre issues
being investigated by the FMC. Even
if the (lhiuese ckr re<,perr negoria-
tions, LIS B()vernment ollicials will
likely take a hard line, given their
perception of China's inadequate
fullillnrent of the 1988 accord.

The current dispute represents a
signi{it ant s((ba(k ft)r US-China
marititrre relations, which in many
ways seenr to be regressing rather
tharr uroving forward. While US
ofhcials lrad hoped to negotiate a
treaty dealing wittr more sophisti-
cated issues when the current bilat-
eral agreement expires next year,
they are D()w back to talking about
the most basic market access t<.rpics.
Should these fail to be resolved, both
sides will lose-imposition of sanc-
tions or the lapsing of the bilateral
accord will only makc it easier for
third-country carriers to increase
their share of US-China seaborne
car8o.

sflrr rHE FAsrEsr
P(ORT lN THE WEsr

l.oras krng as thcrc have been containers,
Oakland's rnoved them fastcr tlun any other
Vest C()ast pon. That's l.lecatrse of our
uni(luc l()cati()n and f:lciliries that (lcfine
"state-()[-tl]e-art."

Call our intcrnro(lxl expcrts n()w: (U00)
227 -27 26.|n Culift)rnir. (,i l5 ) 272- l ii(rl. Tokyo
(03) .l2tt4-6500. R()ltcr(hn) ( l0) i6.i-2ft77.
And fincl ()ut h()w flst thc Shipping Machine
cen rnovc fi>r vorr.

PORI OFOAKL/AND

530 WATER STREEI OAKIAND

AKLANO
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fop US Ports in tlre Chinn Tiadc
f'! ltiPPirg rl.l.rti,'ttr lxtr{r'r'rr tlrr'

\ I S.rrrrl ( lrirr,r lrrrrr rrrrrlt'rg,,rtr'
L-l sigrrilrr.rrrr i lr.lrgr'. ,'r( r tlr'
prrst Iirr rcals. \flrilt' lrilatt lal tla<le
has li.rcrr sigrrifit arrtlr. it lrar also
bt'corrtc irrr rt asirrglr unbalatrccrl.
\ith the' grrrrrth irr (.lrillesr. t.xlxrIts
Iar orrtpurirrg tlrat ol irrports. Rt.-
lltttirrg thiscltrtloprtrrrrt. ('S lcsscls.
tlrorrgh tarrrirrg rnort grxxls orclall,
aIc rlt.rlirrg l)r'illr.rIil! r\ilh ( s in)-

Ix,r't\. I ll( ir' ( ihil|csr' < orrrrtcl Purtr
lr.rrc.rlso lrrcrr grorrirrg sl r ongcr.
(urr\ing rlr)r(, (()l\unre! grxr<ls arrrl
ot lrcr highet r c\ r'nu(' r lt g().'lir rtar alrlclrst ol tlrt. rhangirrg
trt,ntls. t'S lxrrts irrrrrlrt'<l irr rh<-
(ilrirr.r tr:rrI .rrr' Prrrsrrirrg r lorr'r tirr
nith (.lrirra :rr(l ()lltlrtting llr(ir lr( ili-
tic.; to rlt.:rl nrort.ctli<it'ntlr rrith thr.
conrrrrrxlilirs thrl lrarrtllc.'l_his tertrls
to varr uith lllc gc()gr'itpllic lr)cilti()n
r)l lllc p()rt:thosc irr thc sorrth hal|tllc
largt' tlrarrtitits ol wlrral and crrr<lr
oil. ulrilt. Ports ()r tlr('cast ull(l rrc\t
r'oasls grrrcrallv Irarrrllc irrpor'ts ol'
(lotllirg .lD(l t()vs illr(l (.xlx)rts (,1'

a(,ll()rr .rrd ()tlrcr' Iir\r rtlatt'r'ilrls. 'Ilrc
learlirrg t'S lx'ns in th(' (lhirra tlatlt'
lrlc pr olilc<l lx kxr.

The Port of South Louisiana
Sitrrute<l bct*ccn lllrtrrrt Rotrgt'

.rnrl \rrr ()rltarrr. th('I\)!t r)l S()utll
l.r,trt.t.ttt.r ['rl .tll L s lntt\ lJ.t rc.rr tIt
Ii rlt.igr tra<lt. torrrragc handl<.d
{11{),97i.1)00 lr)nrcs). ll r{ulr irlJ() lllr'
I S lc.rdcr in tradc rrith (]hirra,
altlrorrglr total (llril.r trarlc slippr.<l to
2.181.1131 l()rinc\..r:lli lx'r ( crl (lr()t)
llorn lllllll Ihis ligrrlc irrt lrrrlt's
l.tt07,lt23 t()rlr(,s in cxPrrrts. alrrrost
1)-l pettcttt ol tlrirlr rortristctl ol
rrlrtat. (lhiel iDrlxIls \oIc ( ru(lt oil
arrtl nrirrt.r';rls. Sorrth l.orrisianl has rro
si\l(]r' lx)rt or atrr r;xrial :trrangc-
rrcrrts s'ilh;xrrrs irr Ohirra.

The Port of Houston
Wirh l()ral l)ilrl('rirl Irir(lc IcI(hing

I .(i92. l-10 t()nucs-\lluc(l Jl n(.all\
$721) nrillion-irr 11,1)0, (:hina bc-
(ilrtrc tlle llrrt ol llorrstrrrt s scc()tttl-
lalgcst tla<lirrg p,rrtrrt'r irr r\sia, hc-
hirrrl orrlr.lrparr. lnrlx)r'ls li()rn (ilrila
t()l.tle(l 1.100.570 l(,nnes. n illr .ru(lc
oil acrounting firr arr ovcnr'hclnrittg
1l.l Pt tr, nt ,'I th.tt tot.rl llorrrt,,rr'.
tol) r.xlxll'ls t() (:llil|ir !(ctc r\hclit.
u lrir h rrrarlc rrp 70lx rccut ol't hc total
i-)11 I .l !ll l()nuc\. lnd pctrrx'herrricrrl.,.

As tlrc sisttr prrrt rrl l)aliarr arrd
sislt'r cilr ()l Sh('u/l)en. H()ust()rI
ur.rint.rrr\ ,.lorc tit. \itll th( ulirrl-

larrd and is exploring ()pp()tlunilies
for increased tlade with (]hina. In
August, firr exanrple, a delegation le<l
l)\ I)irt'.tor of Trade Don Alli visited
Shenzhen, Dalian, and Beijing trr
discuss plans [or expantling tradc.

The Port of Netu O eans
-fhe first American pon t() exp()r-t

grxrds to China after LIS-(:hina lradr
rclations u'ere nornralized, the Port
ol Nerr ()rleans has alwals plnvcd a

Io role in L S-China shipping. Ne$
()rleans nraintained its importiurt
trade position with the PRC in 1990,
harrrilirrg a t()tal ()f 1,579,5,19 t()nnes
raltrecl at $193.1101,000. lVheat tt4rs
tlrc list of New Orleans' exports,
lrc(ounling for close to 92 pel.t ent of
last vear's 970.6119 tonnes to China.
Ncu Orleans also imported 608,910
lorrrres of goods frorn China in I ()90,
rvith rrinerals and crude oil topping
rhc lisr.

Irr .rn etlort to derelop r'loser tics
rvirlr (llrina Jld sisrcl prrlt Sharrghai.
th('p()!'t o[ New Orleans hrs been
involvcd in several ()fiicial ancl tech-
ni< al exchanges u ith China, including
a drlegarion led bl President Rorr J.
Br inson earlier this year. In a<lclition,
Shanghai ['ort Aut]roritl' l)epulr t)i-
lcr tor' , 'l l-or eigrr A ffairs Bao H.rrrrrrirr
is crrrrcntlv undergoing a four-nronth
tlaiuirtg prograrn in New Orleans.

Port Authority of Neut Yorh U
Neto Jersey

-fhe top port in LIS-China shippirtg
on the Iast Coast, Neu' 'iirrkrNew
Jclscl's total trade rrith China to-
tak'd 57{),537 tonnes ($1.5 billion)
Lrst vear'. Imports jumped 16.4 per-
(el|t fronl 1989 to ,l8.l.l.l{ tonnes,
nraking Ohina Neu \tnk/New Jer-
st.r's sirth largest source of inconing
goods. l,eading the $1.2 billion
rv()rlll (rf inlpol'ls were frrod prod-
rrtts, plastic and rubber g<xxls, and
( l()thin!i. In corrtrast, exports l()
Ohina slipped l)6 perccnt last year.
largely drre to decreased sales o[ thc
pr rlr's leadirrg expon cornrrrodilv,
1! sle PiPer.

lir I)r'erent a fullher detline irr

exports, Neu, lbrk is attempting to
lirrHt .r stronger trade relati,rrrship
rrith (lhina. Delegati(rns fronr the
[\)rt Authorit,v .rnd Shanghai ex-
chlnge<l visits last 1'ear. and this vear,
Il irrist r"r rrl C,rrrnrtrnitations Vitc
Itinister l,in Zhuvi toured rhe r"ew
\i>rk facilities. Assisrant Director of
\llrlerirrg and Sales Rrn Jaeger is

( ur'r cDll\ iIl\'()l\'c(l in rrtgotiatiorts
rritlr oUi<i;rls Ilorrr Shanglrai to t,x-

I)llrl(l tril(lc, ar)(l t'\l)c(lr ln()tllcr
rk.L'glrtiorr llorrr thc I'ort ol Nct
\irrk.Ntl ltrrt') trr risit (.hirre rarlv
ll( \1 \ filt"

Porl ol Oahland
.\lxllr :l l,(.r'(cur ol tlrr l\rlt oI

( ).rklatttl's or t r rr ll t r a<lc is rr it h ( )hina.
l.xportr harrrllcrl l)\ thc l)()rt in l{)110
l(ll)t rlrr(,sl 7l) Ix,t'((,nt ()\cr l{lltl}
lcr c ls. tclrltitrg I1.000 t()tttt(s.
Ilrottglr trlxrr'ts ol sorrrt rrrnntotl-
itics ruch as iron.rrr<l rt<,cl droppcd
slrar'pll ir llll)1). ()uklrrd sits still ir

ktr gatcs'ar lor'(,lrirra s l)llr(hnscs ()f
tcrtik' lilx rs.rtrrl Irrr' r otl,'rt,,rtH.rtrr
r lrt.rrrit alr. rrrt,t:rl rrrcs :ut(l rnrtal
srrap. urrrl prrlp arr<l w;rslc palxr'.
Irrrlxrrts Ilorrr (lhirrr, irr torrlrasl,
<lrrrplx,tl alxrLrt l2 lx'rrclr iu l1){l(,
ovt.r l1)ltl) lcv<,ls. tlrorrgh nrost ol'
()rrklattrl's (llrinu tIu<l<. r'(.rnilins irn-
por t-oricrrte d-thc polt Iraltllcd
()\cr I l1l.l)00 trrrrrr<'s lirrrr (llriul last
lcar'. (lhit'l illrlx)r'ts ucrc tu,tnl r ilIlll-
I.rr trrrt,s. tt.ltr orrrrrllrri( lrti() s,,\()un(l
cr;tripnrcnt, .rpplilrnr t's, (irrrritrrr c,
l(\r il('s. .l (l lix)l\\1.ur-.

llrt. lxrrr's ticr t.) r()t'thcust (:hlna
llrc l)Jr'li(ul.rrl\ strrrrtg.-[hc titr ol
( )lkland is a sistcr titr ol l)uliarr. rrhilc
tll( l)()!l ()l ()aklarrd rrrairrtaills .r

\irtrt-lx)r'l tt'l.ttiottsltiP rrith thc l'l)rt
oI l)aliarr. thc stt ourl Ialgcst ir Ohina.

The Port of Seottle

Quick to bct orrrt onc ol thc top I S

lx )rl \ in ( lllir)ir tr':r<lc. S< at t k' srr r t's ar
r tt n\i( lx)rl lretrrct,rr (lhina arrd
\ortlr ,\rrrt'r'ir.r Iol livc rn:rjor stranr-
slriP lincs: (l()s( (), Il:llrjill...\rrericarr
I'rcridt.rrt l,rrrt-s, \litsrri 0.S.K., aud
Nilrlxrrr l,irrt,r' S\\renr!i. li)lll l1l1l0
IIll(l(' $ll\ :i:.17,:157 lr)tlll(.:,. \irlll('(l lrl
$1.1 hillion-alrrx)sl l-) Ixr(eut ()f
Scuttlt.'s ort.r'all lrrrsin<,ss. ()l the
'.1 l'.,1,{11{l r()llrcs ol iDrl)rnirrg goods
llrst vcar, t krtlring art<l f<xrtwear
acrorrrrltrl lirr ahout (nrc-(luilltcr ()l'
tlrc $l.ll billtrtl in total irnp()rls.
[.xpolts. *lrit h rlct lcrserl sliglrtly.
( ()llsistc(l lar gelv ol li rtilizcrs irncl
olgarrir r It.rrrit als.

St.attlt. histolic:rlh has had strong
tr.r(I rcl.rtiun:' r'itlr (ilrirr.r, .rrrrl irr
I llu0 \\ls lllc filst to sigrr a sistel por t
il{r'(.(,rl(.rr rrith Sh.rrrghai. St,attle has

l)ur t i(il)ilt( (l in scrt'r'al pr'onroti()nal
ln(l c(lu(al i()lal cx(hilnges r!ith
( :lril;r. irnd c\l)e( t\ r r irit {r orrr
(:lrirt'f,r' lxrr'l rllhrials in Septent-
lx r -Peter Kuo
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A, *"n*n *"rident Lines,we
live by a guiding principle: undemtand-
ing and meeting the needs ofour
customers.This commitment errends
to every person in our company It
means we go the extra mile for you to

get thejob done.We continually eval-
uate our perlormance to make sure you
always get the highest quality services
possible.When you want on-time,
reliable deliveries and a partner that
thrives on excellence, call APL.
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Hong Kong )

Laurence Scofield and D. Peter Boyce

A :li',.i3.1 tliHll Jllll;
A .ll ,rcr tlrc'r.',,rlt-l c.,ll orr

L \u,,,rg K.rg. ,,flt.r'ir* s.r-
vices to virlrrally every port on thc
gl,'be. Se.r lrarslx'r'rari.,r. ralrir lr i\
estirnated t() il('c()unt f()r 00 percent
of Holrg Kolrg s international cargo
rn()venrcnl by weight and ()ver 50

lrlcerrt h1'rulrre. pl:rrs lr rital lolc irr
tlre territ,,r'v s e(i,rrr,nr) fr.rnsslril)-
nrent of cargo, chielly Iirrn China,
D()w ilcc()uilts for over 20 pertent of
Hong Kong's <'ontairrer traffic, rc-
Ile(ting the ter-ritory's inrporlancc as

an entrelx)l lirl China tra(le. (lhina's
spectacular exp()rt perf()rnr:lnce ()f
late ltas tneant big business lirl Hong
Kong's shipping inriust ry 

-in 
I 1)1)0,

$ 10.!> billion worth ol-goods dt'stincrl
Iirr the Llnitetl States aLrne were re-
exp<xted thxrugh Hong Kong.

A global pouerhouse
Hong Kong is a natural shipping

center, Hilerr 1he territor-y's deep
harbor and emphasis on import/
export trade. flong Kolg is also
strategically krcated on rnanl lucla-
tive intrn-Asiitr) lradiI|L r'()ules, and
has long sened;rs Ohina's trading
rorrduit with tlrc outside world. In
1990, over 20,000 ocearr-going ves-
sels visited Hong Kong, ;rlong with
ntilli<xrs of srlaller vessels. 

-frrgt'thcr,

they loaded and unkraderl sonre 70
nrillion tonnes of cargo.

Although the territ()ry lags behind
Pananra, Liberiir, laiwan, arrd Singir-
pore (the latter two of which have
significant gove rn nrt, n t -suppo rt ed
llertrt irr thc rrtrrrrlx,r' ,'f rlrips lcgi*
tered, it is a lea<ler in corrtainer
handling. Fr'onr l1)li7-ltt), Il ong
Kong r-anked as tlle world's busiest
container p()r't, though Singapore
,rvrrrrrrrl it irr l9!o. Hong Korrgs
sevcn toltl:tilrct terlltrtr.rls ut Ks'ai
Chung provide I2 berlhs with ir r()lal
capa<ity of approximately 5 nrillion
Tlif)s (twenty-[rxrt equivalent uuits).
t houglr tlrrse, lurrd-hascd [a('ilitics
handle most container traffic, lp-

From 1987-89,
Hong Kong tanked
as the woild's
busiest container
port, though
Singapore
overJook rt rn ,990.

ploxinrately 2l-r pcr-r'cnt ol all con-
taincr Ioa<lirrg is pcrlirr-rlrd rli<i-
streanr bl lighters tlrat dotk
.rl,rtt,{.irlc slrrPr .rl r)rh)ring lrro\,r-
al a cosl avetallirrg halI tllal ( har'Bed
br the Kwai Ohung tt'rnrinals.

China's entrepol ...
H,rrrg Krrrrg s rlril'ping irxlrrstrr ir

intricatell' linke<l to thr LIS and
(llrinese econonries :rnd their tra<ling
palterrls. As ()ne pundit n()ted,
"Wherr (lhirra sneczes, Hrxrg Kong
(at(hes cold. ' Aftel tlle clackrhwn
on <lenronslrators ir CIrila in nrid-
l!l8ll, lllrr'c s.rs ;rrt .rtvlri,'lrl slrrurp irr
the voltrrrte of (lhinese trarlc thr-rrr.rgh
Hong Kong. ts (lhina's (ust()rners
nraintained a wail-antl-see" attilude
on fLrture tra<le with llre D)ainland.
.{rr,rrrlirrg l', llrl H(,lg Korrg Slrilr
|er. ( ir 

'r 
rt r il. tlre rrttrt rlrer' ,,[, , rtrt.rirr-

ers <lischarged irr Hong Krxrg rvas l-!r
pcr-(eDl l()wer cach nronth of tht"

.lull.Deccrlber l913{) period conr-
pared t() tlle sanre nrooths tlre vear
bclirre. In l9lJ8, in contrast, thc
nronthlt tlrlorrghl)ut f(r' thc sarDe
periotl averaged ah()ut 25 pelcenl
()ver' llIc J)r-evi()us ,vear's levels. Thc
declinc lasted throughout 1990. but

Itutente Serfitlrl i\ fltblishh ol lht
llong Kong Shipping (iazetre arrrl
, haitn,tn ,'I th, 'li \fortattt'n t rn htl-
ltr ol lfu Ann iftttt Ohatnltrr ol Oon-
nt,,, tn ll,'n{ I\ n{- lt- l'?t ' lt'^rt i\
firnet iru pte.ridtttl unl (:hlua.o nln,
nuntgcr fin Anericatt l)residtnl Linrs-
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Shippirg Sector

throughput was back up bv I 991 .

(ihilla s trade wilh the flnited
States is partictrlar-ly inrpor-tant t<r

Hong Kong's shipping scctor, :rs

about 30 percent ()f (lhina's re-
exports thr-ough Hortg Kong are
tlestinecl lirr the f]S rnarket. In 1990.
slightly over I million tonnes ol cargo
was transshipped fronl H()ng Kong to
tlre (lrritcrl Statcs. r!(,stlv ir (.,nlaill-
er-s. Amolg the nrain goods lrans-
shippe<i were textiles, apparel, manu-
lactured goods. and electrical
irppliances. ,,\ 14<xrd third of the cargo
entere<l the Unitcd Statcs thr()ugh
tlre Port ol'Iong Rcarlr. (.tlifi'rnia,
rvhilc the ports of Los Angeles, New
Vrrk, and 'Iac()ma, \4ashingt()n each
t(x)k in oler I {)0.000 tonnes oI Hong
Koltg conlainers lasl year.

Despite t his b<xrrning re-expolt
trade, political tensi(nrs hctween the
Unite(l Slalcs ard (lhina-especially
the baltle over renewal of China's
l\l,,rt far ot crl Natiorr (MFN)rt:rtur
have been a s()llr(-c of growing
('()ncrrn 1() Hong Kong's shipping
industry. l,oss of NlIN wrrtrltl likely
result in the territ()ry l()sing an
estirrrrted $ti lrillir,rr -rrr 7 pelrerrt-
of its total cxport earnings, accord-
irrg to the Hong Kong Shippers
Coun.il. Wilh()ut MFN, (lhina s cx-
p()r'ts r() the Llniled States cotrld lall
anywhere fionr 20-80 percenl. Hong
Kong, as the rrtajor entrepot for
(lhinese I ransshipnrents to the
flnited States, would quickll feel the
pinch, and its shipping se(,tor would
be hard hit.

...andganglay
Althorrgh Hong Kong relies heavily

()n the nl()ncy arrd.jobs its entrepot
role aH'<rrd. OIrina's depenrlence on
H()ng K()rlg as tl)e ('(D(luit lo exter-
nal ntatlets is even rtrore tnirrked.
Aborrt 20 per(enl ()l lhe exp()r-ts
Ohina t ransships rhrough Hong
Kong enter thc tcr-litor) via road or
r.ril, r'itlr tlte t'r'\l fttlet'itlB h) \l)ip.
'llte pre['er'ence ft)r water lt-anspott
has r-esullerl in a h()st oI shipping

S

Can the territory recapture its number one status?



linr's, lxrtlt roastrtl arr<l rx c:rrr-grrirrg,
plving thr rrltcr\ l)( tt{cctl ll()ng
Kortg antl (ihin;r'\ rr:ri()r lx)tl\.

Il()st ()l rlrc grxxls trarrsslriPPt'<l
tlrrr,rrglr llr,trg K,,It,.{ .rtr' tttlr,l, rtt
(lhirra Ironr nrillcrials sul)l)li( (l b\
Horrg Kong rorrputrics urr(lea .r)n-
tra( lual cxln)fl itl r lng( rrarlts. J l)r(,-
r r,.. lnr,wtr ,r\ ".,rrltr.rl(l Irrr r'rsirrg '

()\(r' ti{l lxrrcrr ol Ilorr* Korrg r
iurports Il1)rl (lltirr:r ar. ol this
naturc. wllil( 110 lx'r( cnr ()l tlr.
lcr'r'it()r'\'s (l()rD(sti( ('xl)oIts irr'(r f(,t'
()ut!vur(l pr'(xrssrrrg in (ihilr:r. Att
cstinlatc(l tw(, rttilli(ltt (iltint st' rvork-
eIs rr-c crll)l()y(rl irr ()rtattgrLrng
l)r(,virt(c l)v llorrg KoIrg Iirlrrs prrr
duling grxxls Ior t'x1xrrt.

l long Korrg-bast'rl lra(ling (r)rilpl-
rrics harr<llc shil)l)iDg urr ilrgctr)crlts
Iirr ntost ol tltcsc gtxrrls. lrrxrking
spa.c ()r) \'('sscls an(l liring lrJ) irrl)()rl
and (()ns()li(lrli(,ll s('r t i( ('r as Ie-
(lrlilc(1. Sc\cr-ul llrrrrsillr(l srr(h ({,ll!-
palli( s tllr'i\c irr tlrc tcr r itort, r'angirrg
fronr snrall 'onr'-t e lcplrorrr"' opeta-
ti(rls tr) l)!ull(lr(\ ()l largc rrrullilra-
lr(,ll.rl n,rlllr].1 r,'rrrl,arrit r. Iltcir
(ountcllratts itt (lltilra arc I:rr It'$t-r.
an(l Ivl)i(all\ torrsist ol :ilirl{ -rllrr i)r'
olli< iallr rarrr tiont.rl tr:(lirrg ({)!Ilpa-
ic\ \u( l) .r\ Sl \() I RA\'.S rn(l

Pt-\Avl(:(), \lhir lr (arr Provirlc
rr'ar('horrsirrg, r crst l,', attrl itrlatt<l
rransp()r't (r,,/, I). l8). t.rtsllring ir

s l(x)lh tIatrsit rrl targo lrotrt Ohittese
factories to lnrll l{( ualitll\ rc(lllircs
((rlsi(lcrilhlc l)il(i(tr( c, iltr(l trrirtrv
HoD,l Kor),.1 \lrl)1,rtrg , r)rrl).rrrr'\
.()rIlpl:rin ()l (l(liiys ()vcr' PaPcrwork,
c()t'tIrpli()tl al l)()r(l(r (r'()ssings. ntl(l
incflicierrtl irr tlrt rlav-to-rlay o1>r'r'a-

rir)r's ol rhe (ilrirrcsc tledt intcrrrrt di-
aries. ID(r'cilsinglv. Ilorrg Krlrrg ttad-
ing <orrrpanir.s lrc Iiil(ling tlrcir own
c()nta( ts witlrirr tlrcs( irg('D( i('s l() ll(.lp
lherD l)cttrr lluvigalc lh(' (ll)itlcsc
llutr.aur tar't'.

ShipPing lrt.trrt.t-Ir ( ih ina arrd Horrg
Korrg is rkrrrirratc<l lrr rrrrirll ft.t<lcr
lcsscls, t\'hi(lr lrr irtg r ar go lirrnr at't'as
.l(.r'ttl( (l unra r,r',rrrrr.rl lrr l.uge slrrP-
pillg liDc\. ()lit'rr, thc lr)lurrx r)l
txp()r ts Iir)nr (ihitt< sc lxrt'ts is too
uupredi(.trblc t() :rttru(t lar'gc shiPs.
whirh tvpicallv prt'li'r lirll Ira<ls. Irt
a(ldili()n. (()urnr(,rr rurgocs srrth as

agri( lrlllrr:rl (()rtnxxlities, lixr(1, ()r
bulk itcrrrs lr( ()[icrr t(x) Irr,r itt laltrt'
t() iDtcr-cst largt'r'tsscls, cr(cl)t Ii,r'
th(,se ()['(]hincs( .;ll ricr \

Neza competitors
Asitlt- lirrrrr rhc lx,t('nlilllv lurgc

inrpacl Ohina s \n'lin.(l IcLrti(,Ir\
$itll thc finitcd Statcs ntigltt h;Nt orr

Horrg Kong s shippitrg itt<lustrr.
changirtg relations hctwcclr (:ltiIt:r
and ()ther regioDal plitYcr'\ rrlit\ irlsrr

harc danraging cotrst tlttt ttt cs. l ot
inslance, Hong Kong will losc orrt il
tlrr nrainland an(l lairrurr r(l(h ir

dircct trade agle(^rrcrl, sirr('(' \'irllr-
.rllr :rll tl:rde lrctr.r'r'rr tlrc tur, sirk s is
( rr rren I ly tr-artsshiPPttl tltr()trglr
Horrg Korrg- In l1)1)0, lol t xarttplt'.
ne:r!l\ 20 per(('nl ol the shiPsrlt'1rart-
irrg H,,ng K,,rrg lrr':rrI'rl l'!r\.rt(l l:rr-
wan as theiI fir-st courtttr ol r;rll.
[)ilect shippirrg littks lrt trct rr Sorrtlr
Korc.r an<l (.lrirr;r rrr:rt lr' lt ss ,'l ,r

lhrcal. sin(e (t'()ss-lx)t(l(r lr:r(l( l)(-
l$een S()uth Korca atrrl (lhirra lras
been going ()n lirr s()nr(' l in)( .

Bottr of thcsc ar'('a\ ai( als() in Ihc
pr'r)('css of e\panding rlrcil pr)r'l
Ia<ilities. Taiwarr is plarrrtittg to lrttil<l
a rlcw c(nrtainet P()t-l ()Ir tlx' s()tlth( r tl
lnrl of ttre islen<l br thc t-rrrl ol rlrt'
(cnlrrn'. in ()r(ler' t() lrilrr(ll( lllc
increased tradc e\l)e(lc(l l() rcrlrlt
frrrnr a rhawirrg ol lclatiors litlr
(lhirra. Soutlr KoIt'a is brriklirrg a

rDassive contaiIler P()rl t() tllc clst r)l
['usan, wlrile l)cefirrg ul) ('xislilg
I:rcilities at ils rnai()r- I)()rls. ( lS vt'srit ls
in particular c()lll(l (()Ilccivabll l)\-
pasr Hong K,rrrg [,'t tlrr'.r' tr.rttsrlriP-
rDent hubs, sirr.c tr-xrsil lirr(\ llx'r('
;tre faster and the new litr ilit ics r orrll
Jrlurc rrrrrr lr r'ltt.r1x r tlt.rtt tlr,,sr' irr

lJong Korrg. ln rd(liti()t). rtclr lrtrili-
lies in 'l hailind. Ilalarsia. an<l lr:rkr
nesia c()uld bt'actire plavtrs lx tlrc
crrrl r,l tlrr (lt-r.r(l(. l)irrlirrl.rl\ ur

int ra-Asian tradr.
(lkrser to horrc, thc irrrprort'rrr<'nt

of port flcilities jurt across thr' Horrg
Kong-(,hina bolrler in llrc shcn/l)cl
Spe<ial [)tononrir Z()nc nrlr l)r'ilg
rtrr\' (., tPelill,'tl l,r Hr,rrI K(,tr(\
cntrepot role. Shen/h('tr's lxtrl ()l
Shckou, for r:xarnple. is s( Ir( (llllc(l t()
begin expande<l ()pcr-illir)ns in lilt(
l{)91. nraking it possibl< lirr callicrs
t() rD:tke r dirc(t (all i!l sorrthclrr
(lhina and bypass Hong Kortg alto-
gether. Ilr additi()n, lhc cosls ()f rrsirrg

Slrt k()rr's t orrtaint'r' I er nlin:rl and gen-
clil (iug() st rrir'rs are pr()ietted trr
irrr{)lllll l() iusl llirll r)l_Hong K(,ng's

l)(,r'l a( )sl s.

llolg Kong sh(,uld n()t l(,se t()()
rrrrrth lrrtsirtcrs to its ne* (lhincsr
((,l|llxrili,r\. Ir,rrrr.rer'..rl lerrst rrot in
tlr( n('ill lclrr. Hong Kong exportcrs
Prclcr'to ttse sareh()uscs and storirgc
t.rr iliri,.. irr H, 'ng K,'Ig Irthcl, rh: r in
(ll)inl, sil(e l<xal lirrr,rarders and
shippt'rs can I)er'\()rllll\ \'ieu' the
gorxlr arr<l ()\'ersce (lualit\' c()ntr()l
lrclirrc thc l)i(xlucrs rre pa.kaged f()r
c\lx)t'l ;rn(i shipperl otrt.-fhis preltr'-
t rrr t' is unlikt'h t() ( hangr in thc near
IrrltrIt,. th()ugh lhe (osts ()l
r1':rr( Irr,rr\rrr,.i r'1x tatir,trs iIr lhc ler'r'i-
l()r') ('lllll(l c\'rnltlltllv prod conrpa-
rrir,. irrtr, \( ttirH ul) srtr lr frrr tlitirr
ar r'oss lltt' lroldt'r.

Surging costs

A g!-eat('r' linanrial threat is the
lisirrg cost of the {crrit()r'y's container
tenrinals. which could p()tentially
pri<t- llong Kong's facilities out ol

n't leave for
China without
contacting me first.

On \,our trip lo China you can max-
rnli/c your chances lbr success while
r ou rninrmize conlusion. uncenainty,
.rnd lrustrulion.

I will provide marketing, negoliating
ilnd interpreting assislance. Thiny years

'pccializing in China and the tar east.

lilcvcn yearl cxperience as a Chinese
lnterpreter- State Depanment Chinese
I-anguage schtxrl graduate. Maslers
dcgree in Chinese. Former IBM
markcting rep.

Put my experience to work for you.

Call or wrile:
Charles Stubin
l\larketing,
\cgotialing and
Interpreting
79llJ l'reehollow Dr.
f'alls Church, VA 22042
(70-r) 560-5195
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China's
spectacurar export
peflotmance ol
late has meant big
bnsiness lor Hong
Kong's shipping
induslry.
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lhc nrirrlct. Ilrorrgh Ilong Kongs
<'(,ttlaitt<'t lurilitirs ar-e anr()ng tltc
lustcst arrrl rrrost t'lIir i(,rrt irr thc
$1,r-l(1, tll( I)cr((,ntaHc ol lxrx <argo
hrtrllcrl llr.l.\rrr'.rrr is irrr rr'.rsirrg
bct arrst' ol r isirg ( ()sls an(l the
tt'hrr lartct (,l (crtttittals t() (ittct l()
lhc ne{'(ls ol srn;rll IctrI'r' r'r'ssels
:\lartrrc<l bv th<sc trt'nrls, Horrg Kotrg
shil)[)ing lincs a,l(l lcrnrilal ()perat()rs
Itavt'ttt'gctl llrc orrg Kolg govcrrr-
rlerrt t() assisl irr lilllrr irrg Llrcr'-cost
corrtairrer'-lran<llilg Iat ilitit's to help
rrrairrtilirr a healthl rolrrnrc ol corr-
trincr t!-ulIir. -l lrt govt. rrr rn<.rr t . lrow-
cv(r'. rIlaitllairs tll:rl tll(. Dri(l-stl'clnr
()pcr-ali()lls-!ilti( lt :u(, ch( al)ct- l()
us( l)ul l(ss tllicir'rrt tlrarr llt('lltn(l-
basc<l tt lrrrirrals-:rr tually hclP lowcr
sltippittg trrsts, ru(l will hclp case
((nrgcsli(,D al th(. lrrrririrls llnlil
:rd<litional lrliratt.ll lirrarrrcrl Iltili-
tics corr(.()n lirrt. l.v<.rr il tlris is tIrre,
tltc ltiglr (r'\tlrl Il,'ng Kongs
r ontairrcr -lrarrrllirrg Il( ilitics will
lhr'(atcr lllc p()sitiorr l)l rhc lcrrit()-
11"s slriPping irrrltrstn'irr lh(, rtr('a -

tirrrc.
In arltlitior. gcn('rill lx)rl (llarg(.\

in Hong Kottg lt'c higlrcr rlrrn at
rnil n\' c( )r rlx't ilrg /\sian Ix)r'ls. s()rrre ()l
xlrrr lr lr.rvr'rrot irrr rr':rsrrl tlrcir lccs irr
scvcral vtars- Silrgalxrrr.. lol txarrr-
plc. is lrrosrr lirr its Lrw <lrargt's, arrd
givcs (arricls rcbalcs Iir (lui(k tur!)-
:rr'()trrr(l i,r !rarlirtg arrrl llDl()ir(ling.
'l'hough sonrc lloug Kong lc!nlin:rls
algrIc thal slriPPittg lirtcs at't rrl)t
<ottrettrcrl :ilx)ut lx)r't (hi -g(s l)c-

(ause llrev ('arr l)ass lllcs(. (()sls ()t!.
higher Iieight (()sts lcr(l to (',lc()ur-
age the pr()lillrrtil)rr ol snrall, in<lc-

J)enderlt carrirt-s who use srrall(.r.
cheaper lacilities to ktcP their tosrr
doh'n. In additi()n, sinrpl\ l)assing {rn

lx,rt chargcs t(, itlll)()rtet\ llrighl
('tl(tltllage (l)err) t() l(x)k cls( trhcI('
[ol t Ire.rpcr grxxls :rrrrl slrippirrg
sen'ices. I-()ir-\'alut targ() is rrrrlikt'lr
to be shipped lia H()ng Korrg, whclt
lhe average ratc ol HK$1000 lirl
handling a'[ELl totrl<l bc rnolr. tharr
the value ()l thc ( arg().

Flying the Hong Kong flag
Aware ol- these polerrlial rllrrrgcr's,

the f{()ng Kortg govt'rlrrucrrt is ar-
lively seekirrg (,lhe. ways to pt()lc(l
lhe lerrit()r'y's shipl)irg in(hrstrv.
Hong Kong s l'()rt ilu(l Ait lx)l t

[)( \cl(rpnrcnI Sr ll(, t(. tl'.\l)\t tD-
cludes thc ('onslr-llc(i()rl of rrt,u c()rr-
tainel lacilities ()ll St{,ll('(.tltt('r s,
-l'sing Yi. antl I-rntlu islan(ls, tlt()llglt
nrost oI the capilal irtl(l inlr':rstIu( turc
c()sls are t() bc lx)r'ne lrr ltrivatt.
investors (.rpz l'he ORR, l,la\:-lun('
ll)gl, p.:ltt). lfhilt' rlanr ol tlu.
financial (lrlails lr:rrc |et t(, lx'
worked out, Beijing's approval ol tlrt
project r,r'ill likclr ettcorrr:rgc irrrrs-
t()fs to SuPP()!l lhc ncw (l,ntaincr'
ternrinirls and lhc inlraslrlr{ llrr(.r)c(-
essar\'to link thctn l() lh( ntilinliln(1.

Al lhe sanre tinr(', g()\'crlnrcr)l
oflicials arc ()l)linristic thal thc nrwll
estahlished Hong Kong shilrping lt.g-
ister. whirh opent'rl in I)cctrrrbcr

l1)1)0. i!ill cn(()urage the tcrl'it()t-\"1,
rnarl| shiPping lines to colltinuc trr
ol,('rill('()lrt ()l ll()llg K()ng e\en altcl'
it rcrt.fls to (lhina in l9(17. Menrbcrs
of the Houg Kong Shipowner s Assr>
(iali{)u ()$n (,r nrarage over I,ll00
ships. tlrotrgh rlan\ are rrgistrtcd
clscwherc-in lrs nlanv as ilo <tiflt'r-
cnl c()utltl ie\- l_his is partlr the result
ol prcvious laws, which stipul:lre(l
lhat ll()rg Kong ships be rcgisle!-ed
rrrrrlt t tlrr' I nitr(l Kingd()nt \ slul)-
lrirrg rcgistrr'. Marrr oI tlre t(.rritor'\'\
sllil)s, h()Nc\'er, srrtrght out ports ol'
r('gislr'\'lllat wc!.e closer-l() h()tne ()r
()llcrc(l l(,wer It'cs. Even thotrgh
llorrg Korrg-registered vcssels will
(otllinll(. l() be < olrsidered British
shiPs urrtil l!)1)7, Ihc establishi ent ()l'
lhc llo!)g K()ng shipping registcr
sltotrltl r:ttcorrragc nror-e Hong Kong
shiPPirrg lirrt's t() seek the ease and
< ottvttricncc ol t'gistering theit' ves-
se ls krr ally.

'lltc rtcrn rcl{isler ulay also help
I Iortg Kong lttain lhe ( usl(nl ()f tllc
nr:li(,r lirrcs st'rrirrg the Hong Kong-
Nolth :\rrrt'rica ilnd H()ng K()ng-
lirrIoPt. r outt's. sir('e il is open l() anr
itttolporatctl bo<lr irr Hong Kong, as
rvcll :r:' tr, r^r't'\(.1\ . r,!lpalicr tcXis.
lclc(i in thc tcrrit()al. Slaling (()nr-

lx'tili!. $ill require H()ng Kong ll)
rr.rkc lrrr tlrcr r.iI'rrts roslt'etrgtltet| rt\
shippirrg sectol and (arg() f:tcililies;
(,th('r'\ri\c it Iisls krsses to irs slripping
lirrcs arrd its port both of wlri<lr
uould havc scvcrc r-epercussi()lts ()l
th('(lurlity of liti,in the territ()ry. t

Major Countries ol Loading/Discharge lor Port ol Hong Kong
Share ol 1990 lonnage

Australia

Seaborne exporls
(including re-exports)

0ther
24"/.

Linited States
20.3"/"0ther

34"/.

Singapore
16.4"/"

China

125%
Taiwan
13.3%

Japan
14 3%

Uniled States

5.97"

Taiwan
7 8"k

Germany
4.syo

South Korea
3.6%

Japan
5.4"/" Slngapore

54%
9.1% South Alrica

10,/"
S0UflGt: Hong Kong Shippers Council
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'Certainly sir, botfled or canned?' At the Hotel Of course with traditional Chinese, Japanese

New Otani Chang Fu Gong, our Social Directors and French restaurants, a well-stocked bar,

are there to help you get the most out ofyour fitness room, sauna and pool you may not wish

to leave the hotel to

explore Beijing's other

arranging a personalized treasures. But isnrt it

sightseeing tour of nice to know that

Beijing. They, as with all our staff are ready to you can call upon our friendly advice when

assist you by providing that little extra yourre 6,000 miles from home

service that makes such a difference. And drink Budweiser in our bar

FiEEEETE
HOIEL NEW OTANI CHANG FU GONG

26 JIANGUOMEN WAI DAJIE, BEIJING, CHINA
a (BEIJTNG )512-5555

6b

tOR B,E9ERVATIONS AND INIPRIIATION
Tou rre (800) a21.6?96 (Us.a & cra.ti) (8u,) 2?3-2'294 (in cA ody)

[G Angd6 T.l (213)629'llti New Ydt T.l. (212) 30a-7491

London Tel. (0?l)73142313 HonS XonS Tel {W) 629 2723
Totyo T.l.: (03) 3266 ll I I

R8emtioN u rto avlllble thbuSi ur.u Iniehatio!.1

LOS A N G E L E S . H O N O L U L U . S I N G A P O R E . T O K Y O . O S A K A

stay. From searching

out a favourite beer to '/'a -- \\--
-t, -\ \.:\

- 

::' i-

I



Air Cargo Thkes Otr
US airbonte

f\ rp.rrrrlrrrg I r,r,l( l!(l\{.(rr
a ) tlrc I rrrtrrl sr.r( \. ll,,r,l
n Korr..rrr<l (ilrirr.r lr.rr rrrt.rrrr

l-l ,,,,1 t,trtrtt.'rt t,,r .rlr r .irr r'r \
( ()nnel ling thcsr. tlrrcc arc:rs-lhe,
r,,lrrrrl.,'[ (.rrX', lr.lrr\lx'rr{(l lrv .rir
Iras lisrrr at ol rrcar rkrrrblc<ligit ratcs
ort'r'tlrt ylrsl rl<,r arlt. (irxxl I)r'{)\lx{ts
Iirr contirrrrr<l grrrutlr lrolrl Iirlth tlrt
Pr',,lrrisr ,'l ( !( rr lx tt( r lrrrsrrrr'ss rr
tlte Iu t tr r'e, tlrouglr corrrpctitiorr
alrtorrg ait lirrcs is irrcr casirrg ;rpar c. lrr
arl<iition. lxrlitiral rurrr'rlairrtits, srrr'lr
as thc possibilit;- oI rhrrng<.s irr tlrt,
lrtl.ttct'.rl lrglct rtrr'trl\ B',\( r rrrA irrr

setvitt's llclwet'tt llrtst' :rrt:ts. rottlrl
rlirrr tlris bright 1>ittLut. Srrrlr Iatt()rs
will rrrtcssitirtc r:rrtlrrl plarrrrirrg arr<l

pr_urlcnt tlcpkrvrrrtnt (,1 uviltior rr'-
s()ur1cs l() prolitahlv cxpLril rlcrrirrrrl
lirr air-ralgo Iilt irr thc ncxl (l(.(ir(l(..

llrl grorrtlt ttr rIrnlrtr<l I,rt lrrt-
cargo lilt lx,tlrccrr thc Iinitc(l Strtcs,
llottg Kolg, arr<l (.ihirra lxrlallt ls tlrat
bclwcer: lhc Irrrit<'<l Statcs iur<l othcl
Asiarr nrarkcts: totlrl tr rrrrr-l'ircilr<
volunre artt agtrl 2li ptrrt'rrt arrrrrral
grorvth lrorrr l1l8{)-til). lhis growtlr
rellerts thc rhrrarrrrr trorrorrrit,r ol
the l'lrrilir Rirrt rotrntrics. thc rn()r('
t()$rr(l jtrst-in-tinrt rrralrrllrtlrrrirrg
an(l rctirilinll svst.'tn\ in tlrt. I rritt.rl
St.ttr'.. .rrtrl th| rrr r,.r\rD,.l r '!rrl!. tr-
tircncss oI t S ( \lx,r l\ irs rl:r' rLrllrrr
r'r.rLcrrtrl .r8.rirrst rrr,r.t r rrt'tcttr tls itr
t ll(' r'cgi()n.

l)ertt.rttrl lirt ;rir <urgo rrrar also lrt
trrretl to tlrc grorr'ing rlilr rsifrc,rlirrrr
art<l sophislitatiorr ol tlrr trirlt ol
Asiarr counrlics, llrir lr tvlrir rrllv irrr-
polt high tc<lrnologr lrrrrl lclcrrrrrr-
ntutticatiotts t r;tr ilxtrcrrt ir: lrtklitiorr
trr pcr'isltalrlc li)(xls l)\ ilir. un(l r'xlx,rt
(()rlsurrt('r grxxls, t,lttltrrnir's, :rtttl

1>r'r'islralrlt,s l() tl)(. [ llirc(l Sr:rr(.s.
Shippirrg by air is n()t rllclpi ( lrlnl{( s

<'arr b< as rrrur'lr a\:i0{) lxr'((.llt r.ll(,rc

I)cr pottn<l lharr st'a Irrlt s. Ar (oIrl-
iuglr, tlrlrr' rlr\t lx, Ilr(. rrrtrl li,r'

Shipping by air can
cost as much as
3OO percent mote
pet Pound lhan
shipping Dy sea,

irrrrrcrlilrlt rtrarkct rltlirt-rr or srrlfi-
r it rrtlt lriglr rrlrrk-rrps orr thc grxrds
shiI,1x'rl to willrlnl ll]c c\llll .()sl.

The Hong Kong.China link
llorrg Korrg's sharc ol air tradc

wirh lhc []ritt(l Statcs is the third
lar-gcst irr thc .,\sia-Pacifi< region.
alicr laparr and'fairvan. (irxrds from
llorrg Korrg crrrrerrtlv:rrcrlrnt f<rr Iir
pcr'a.nt ()l tlle I iS-l r'ans-P:rcili. nlar-
kct, cotttpar-c<l to lto perrenr irr l970.

'Ihis downuald lrenrl in nrarket
slr.ut, ir tlrc rc,trrlt r,l l.rstcr relatirc
cxpansion irr the rrrarkets ol other
Asiar t ourrtr ics-n()tablr Taiwan
;rn(l South K()rclr-and nol an ()men
ol lJong Koug s <lernisc as a trirding
tt.rrter'. Airbor'ne tr:rde bcllree!) the
I rilc(l Strlcs arrd Hong Kong has
nr)t.c lhau rkrulrled in rrrlrrnre antl
<;ua<ltuplcrl irt ralue sirrce l!lli0. t\ith
t()trl lr:r(le lca<hing orcr lll0.0t){)
torrs aurl $11.05 billion in ll)00.

An irrcreasirrg arrrount of this tradc
is irr grxrds (,ril{inirling in (lhina. irr
uhirlr Hong Korrg serrcs as a gale-
war. l)stinratirrg the exat't vitlue ()f
(iltirtt st grxrtlr :e-rxprrrtecl througlr
llong Kong is rliflicrrlt, sint'e g<xrds
,rr igirr.rtirrg irr (ilrin.r lrrrt ,rsrcrrrlrl,d irr
irnd sl)ipp(l ()ul (r-H()ng Kong are

.'l,l u'iatio t l\.\l t .!.t'no h, Inc-,
Ohtrbs l). lvleKtr, -lr. is t grutluatt of
lh( La.\l Atio,l Sludid Ihparln?nl al
I ltttnrtl Ilnirer:itt aul lirnerly
u'ot h fir llong Kong Drugon Airlints-

s()rrctin)c\ listtrl es llorrg Korrg
rkrrrrt'st ir cxlxrIts. ()llicirrl Ilrrtrg
K()ng srillis(i( s rlllrc (;l)ir.t'\ l1)1)(, r(,-
t'xports tltrotrglt Ilor:g Korrg to tlrt
L-tlirc(l Srrrcs rr S{i.l l)illi()r). a l.l 7

pcrtt-nt rist' ovr.r' l1)ll1), thrrrrglr tlrt
actrral valut is rrrr<llrrrlrtc<llr higlrcr'.
An cstin:alcd $l lrilliorr wolth ol
thcs(' cxl)()r-ls w(.r'c lr':tnslx)rl(.(l l(,
Anleri(arr rrrarkcts l>l :lir. Rc-rxp(,r't\
ftorl (,hina slrorrld rorrlirrrrc to irr-
creasc as IIorrg K()rl.i s (lir'(.(I irrr'('sl-
llrenl irl (llrirrcsc rtrarrulacttrring Iacil-
ities corrtirucs.

Nl,t all air clrl'g{) lx'lw<.e,rr lh<.
IJnilc(l Slill(s anrl (]lrirra is slriplx<l
thr()ugh gatc!tlys likc llorrg Kotlg;
an in(r'eil\ing iur(,unt is l)ril|g
shippt'rl <lilc<t. Air cargo rlarlt' lrtr
lwcen thc lwo t'orrrrllit s grcrr liorrr a

nrere .1.700 lors in l1)ll() t() l-r.1,lt2(l
tons in I l)lllt, art(l rriv (,x( (.(.(l 71).00(l
t()ns tlli\ rcirr'. (lhis v()ltrrrc is taltrr-
latetl on tlrr basis ol [1S crrstorrrs
<letlarations listirrg (ilritra lrs tlrc
corrntr-r' ol oligin.) lhc (litr.(ti() ill
halanle ol tltis tratlc, lr,rtvt'vt'r, is als,,
grrxr ing rrrrr c lrpsirltrl.

Eaening out cargo Jlous
\\'itlt tlrt't'xtt'ptiorr ol (ihirra. tht'

I nitc(l Statcs irrrprorrxl c\lx)rl lx.r-
Iirrnran<t sintc thc l.uc 11113{)\ h.r\
helpt'<l cretr orrt rlilcrtirrrral irrbal'
arttes irr air-rargr) tr,tlli( rritlt rlt(
P;rt ilir Rirrr. '\l irrl) ll tr( c-lulr'ti( ll-
larlr Iirt :ur all-ltt'ight tarricr, rrlriclr
(llltnr)t irll{,(atc untrst-rl catgo sp;rrt,
t() l)ass( lg('l baggage-r'lrstcs thc
I)r(,lit-eirnrinN lxrterrrial rrl tlrt' llight
sector'. I_lrrotrghtllt ll)( l1l70s ur(l
call\, l1)ll{)\, bilatcral tradt llrrrs
laror'c<l Horrg Kongs txpolts l:1.
nrakirrg lirl rrrr<lt.r-rrsc<1. ol'tr.rr rrrr-

Plolitable scrr'ices Ilrrrrr tlrc []l|itcrl
States (rer tablc).

Sinc< 11)ll1-r. lrowelct. [1S ail cx-
ports to Horrg Korrg lrart glowrr
Iaslt'r llran llorrg Korrg's to tlrc

trade with Hong Kong and, China is soaring
to new heights

Charles D. McKee, Jr.
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llnilc(l Strl(.\. ltr lllll{). lr)r c\rrrl)l(-,
tlrc \aluc ()l ( S (xlx)rtr' t() llr('
l(r'r'it()r'\'( lirrl)c(l I I pcrccrrt orcr' tlrc
prcr'ious rtar. lhilc tlrc valrrt ol
Hong Korrg's rxp(,r'l\ r() lh( t rlirc(l
States sli<l {i.ll 1>clcerrt. Slrorrlcl
grorrth irr [iorrg Korg s irrtlxrlts Iirltn
llle I lritc(l Stirt(.i (r)utir)u( to Iis( ilt
(urrcnl k\'cl\, l)aril\ lvill s(x)tl l)t'
len.hr(l in thr \ultrc r)l grxxlr tratrs-
pot'te<l itt cur'h <lir t'ct iorr.

lrr thc rirsr.ol (lhirra. lllc srr.rll l)ul
lrrugeonirrg iril Irlr(lc rlith lll( t'litc(l
States torrtinrrt's to lrt. rkrrrrirralt.tl lrr
(,lrincst cxlxrrts, itr lirtt' rritlt tlre
getl('t'al trl(lc irrrlralarrt c l)( lt!('( r the
two ( ountt'ics. 'l lrt <krrrrirrartl rrcsl-
bound prrxlrrcts-[ lS crlxrlts ol It'r-
tililcrs. svnllleti( nral( r'iirls. w(xxl,
ilr)(l irgr-i( llllulal l)r'(xir.l( ls ur( ull
t|x)rc sllitll)l(' ( irtl(li(lnl('s li)r' s(n
lra\r'1. 'l h('r'cl()r('. llrc (lirc( ti()tLrl
inrlralarrtc irr air carg,, rrllk('ls l)c-
Ir\crll rlr(' I rrrtIrl Strrtr's lrttrl (.ltitt.r is

unlik(,11 l(, cllillrg( srxnr, c\cn Ih()tlglr
tlrc o$t.r'all rrnr'[(,t irill ( ()nlirrr( t()
gr ()r\ ill ()r)(. ol tlrc l:rstcst r':rtcs in lhe

I n c r e asing c o mp e titi on

.\n erpatrding grorrp ol airlilt'' is

sreking to .apilitli/( ()Ir lh. gI()rriIr,.{
L'S-Hong Kong-(llrirra nrtlkct, ()llct -

irrg cargo lilt eitlrcr on all-tirt'go
llights or in tlrt' tircrali lrt'llr ol
passenger flights. Ourr< rrrlr, cight
(arriers ()fl4! 52 rlirct t lligltts ;t s<< l
It', rtrt H or rH KoIr* t o ciAlrt I 's ( tl t( \ -ii 200 per(enl irrtltast rrtcr' llrr'
nrrnrher ol trans-['acilic llights elrrl
carriers l0 rcars ag<r. Itt tltc last vt'er',
hearl'r'eights Arr:erirarr Air'lirrt's Irrc.
(in conjunction with (l:rtlrrrr l'arili<
Ailways [,td.) iru(l [)(lt:r Air l.irtts
lnc. hare started licight arrrl passt'rr-
gcr service to llotrg Kottg. att<l US
freight carricrs ale irtcr'casirtg ll:c
nurrbcr ()l- ad hoc llights tlrtr rrrr'
llling to the tcrritory.

-l-hough corlpt'tit ir)n I()r' thc (:lrrir
rrr.rlkrt lra:' lrectt k sr itttt'trsr'. sct r rr r'

there has als() irrt'rcascrl lr) kccl) I)i( (
rvith rising denrand. l)ir1'( t lir ( iu gr)

scn'it es belrreen llr('trnitc(l Slntr'\

iur(l (.1)illir lrt'gaD ir l1)tll, t!ith (lAA(l
lrrrrl l'arr:\rrr cach ollt'rirrg two llights
;r n'tr.k lrt.trvt en Bt'ijirr g,,rSIranghai arr ci

Srr) fr ilrt( is( ()'Nt'w Yrrtk. Trrtlar.
I rritt'r1 ..\irlirrts, Air (:hinn, N()rth-
*r.st ,\illir:cs. un(l (:hirla s nerr (lllina
[-astcnr,\irlirrcs all pr()\'ide scr\i(e
lx'tuecn tlrc t'rriterl States ancl(lhina.

( lorrr Pc tit iorr Iirr trr s-Patific
rl)utcs ir inr'rcasing nr)l .iusl -rrx)rl.i

['S air'litlcs. lrrrt also anrrrrg Asiarr
aillint,s ollt'rirrg ittdir'ect ser_r'ices to
tlr(' Irrrir.(l St.rt( s tlrrough their htrnte
(.()untr'r' irillx)t'ls. Ilr( LIS Depart-
rrrt.lrt ()l Iiarrspr)rtxli(,n estinrates
thi{l IlS (lur'icr rrilrket share {)n
u'nns-ltl(jfic r'()ulcs ()ut of Horrg
K,'trg rltltpcrl It','rrr !l-r.11 p('r'r'eIrt in
l1)U0 r() itr'()llnd a)0 perccnt by tlle
crrrl ol Ilrc rlccarle. The downwald
tIt'rr<l is laIgt'h rltrc lo incrr:asing
((,nll)cIilil)n Irrrrrr r\sian aarriers, l)trt
lrls() Icllt'r'ts lh< r'c<hl('crl t'argo tapac-
itv arr<l Passivt rrrarketing eHi)rls ()l'
t lS aillirrt s.

()l tlrc rrrajol L'S cnrricrs plring the
llorrg Kortg rorttc. onlr Notthrrt-st

l'at ifit

"Hard day, sirf'
"Yes, it's a junfle out

there."

"Jungle?"
"Never mind. Now

I've escaped."

r
I

{

\

t
Feel Ttrc Hyltt Touch.

.I
,t
r*tI
,

,rlt{L4l t
AI Hyan Tianlin, our business is

making your business a pleasure.

From the moment you arrive, you'll
rnjoy an oasis ofpenooal attefltion and
quiet efficiency. Spacious rooms, luxurious
amenitiesr plus peace ofmind knowing
there's a 24-hour business centre at your
service. Our Regency CIub accommodation

ollers the utmosl in comfon and conveni-

ence. A home away from home, with
excellent ualue-for-money.

We're in the hean ofTianjin - with
the ctv's greatest selection offine restau-

ranls jusl downstairs- soyou'llnever have

to wander lar fmm H)Ert. The complete
businessman's hotel.

Hyatt Tianjin

,x. ,* H/r ti tb. )E

Jr F.na Nonh Rdd. Trniin 100n42, Ptoplc s RrrubL. oichrd

For Bftnon! .d mor uhmrDn .borr Hv"n Hdtl3 .nd Rens rvldwd., oll lour rmd pLnR! or mllfE l.Slxrl I lllll
Als Frl Th. Hntl Touch HFn R!8mq X{.

H YNTT
IIAN]IN
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The warm welcome of Shangrr-ta rn Chlna awarts vur

In China, Shangri-La's legenrlarv

hospitalitv embraces the trarler an(l traveller.

Shansri-l.a llot.l
&'ijn,g

Shungri-t a IIotel
Ifanplrorr

Portman Shangri-l,a
Shanghai

(:hina \\,,rtrt ,,rfl
lteijirrg

Traders Hotel
Beijing

E
SHANCRI-LA INTERNATIONAL

HOTELS,id IES0RTS

BAU ' BANCKOK . BELIINC. FI]I ' HANCZHOU . HONC KONC. KOTA KJNAS.ALU

KTIAI-A LUMPUR . PENANC . SHANCHAI . SINCAR)RI

For cs..Et,on5 a.d in{omat'on pl.as. call LlSA & Crnad! ( I 8oo) 942 5050 or yar t6kl aaor
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SPECIAL REPOBT

Airlitrcs has a llcct ol all<lrgo
Iieiglrtels i t r : r r I r I i t i ( ) I ) t() (()n\enli()lill
p.rsse HeI aiICt_!tli. Littilr(l AirliD(.s
sold its all-cargo ailt raft irr l1)ti.1,
.rlxrut tlrc trrrr' it I,lr1 lt.tscrl I'lrrr.\rrr'r
Pacific clivisiorr. Unitetl lras bcrrr
unable t(, fill thc targo voirl lelt hy
Pan Ant. a pr-()blern cxrccll)ilt((l l)\
paryl()ald rilnge r'cstri('ti()r)s (,n lll('
l()$-crpr('ity, ull ra-Lrrrg range l}rrcirrg
7.l7Sl'] LInite<l Iras userl orr rlrt,
inlp()rlant Horrg Korrg-San I.r'arrt ist rr
r'()r.ltr'. fllis lrloblern lras l()w l)ccn
eased sonrt'rvhal uilh tlrc irrtrrxirrt-
tii)n (){ tlrc larger-t apat it1' I}ocilg
B7+ 7-l00 ()n llris route.

Asian carricls, irr torrtrast, harc
rnade substantial ('(llrllritrl(.rls l()
.r(qllinrg frrrIlrl (.rl).r( rtr.J.rP.rrr \ir-
lirres. willr ll()r'c tllurr ll) [r'eiglrtcrs.

198s

34,954

1S88

93.8i3

th( tlnilc(l Starcs. 'l'h(. uirlirrt Plarrs
ott .rrr;rririrrg tw,r lt?{? Ircrglrtt,t's rrr

tlr(' !l(ilI lirlrrlc. arr<l last Martl:
al)Plie(l t{) ll()rrg Korrgs Air"llat|s-
l)()rl l.i((rsirg Aulh()ritv (Al LA) li)r
schcrlulcd rotrtt. rights to tht' []rriterl
Statr,s anrl (,ther c()untIi(,s. AI'[.A.
Itowcvcr. t'nacte<l il "()lc r'()ule-()ne
nirlirre" l)oli( ! irr rhc nri(l- 11)80s.
whirlt has ellcttivcly (l('uie(l ll()ng
KDrrg-lr.rscrl .ritlittt.r tltt.',1'ln,rlu ilt
l() c()ttllx'lc agitittst ort( llr)r)llrrr ()n
virtttally all r()ut(s. ,\s titiluv ()l Ait'
HorrB Korr* s rcrlrrlstr .r'c {i,r titicr
.rlrr'.rrlr rt rvcrl lrr (..rtlr:rr I'ar ilrr. it is

unlik. l\ Ilr.rl tlr( r:rrrir'r' $ill "l,r.rinlr'\t ol tlr(. sr lrlrlrrlt,rl liglrrs it
(l( sir_r's.

Utttil it scrtrr'cs sthtrltrled lorrtc
rigltts tr) th(' L rlil( (l States lrrtd
olrtains lnrgcr-calrl.itv ilir( r'alt. Air
tlorrg Korrg rvill rrot lrt,corrrc rr

sigrrilirarrt Plarr.r irr I S-llorrg Krrrrg
.rrl' (ilr'!l(, strrrrr'r (..rtlr.rr l'.rrilrr,
givcn its linritc<l sc,rrirer to tht.
[]rritcrl Statt.s. (,rrlr hl,l<ls alrrrtrt l]
Ix r'( ( nt ()l l his nlill kct. \1 1riIt. t Irt, tr\ rr
(llrt'ict's ( ()t nt:l (l gtcllet' sltilt-(,s (,1'

(,tlr('r H(,r)g K,,ng Iorrtcs. (lilthal
Pacilit tlairrrs nt()re tltlul 70 pcr(ent
,rl t,rtal ll,rrrg Korrg arr r.ug,r is

II atrsp()r'tc(l lrr Iirttigrt airlitrt.s.

US integrators score big
Althottglt I S tatr'icrr n()lr lrrrrs-

p()t't it srllilllcr I)rr'((rtag( ()l L'S-
|lorrg Korrg (arg() tltan thc\' (lid l0
vcilr s ag(), ril f()lll{ P(.rli)r'Ilrull( (. in nc$'
(aIg{)-rrrat'kct ni(llcs rDa\' hclp rr-
\'cr'\c thc (lc( linc. frrr r'xarnplc. in thc
Iastcst groning scg!n('nt ()l lh('tlat'-
ket-<'xplcss lettcls arrd \!rlrll I)r( k-
.rgcr-t S l tlr.*t.lt',r \.' (( ,lrl,.rrir.\
()llelirrg (lrx,r-t(!(Ixlr' 5rr'\i((s) arc
thc (l()rrin:rnt 1>lart.r's. lll rrsiug 'lrtrb-
atl(l-slx)kc r()ul ir,{s ar)(l u(lvan(cd
{ (rrrptrlcr t r at kirrg svstcnrs. snrall
pa(kilgc iIltrgral()r s carr {)lli'r ser-
vitcs lo rrrrre rities l:rstcr than
(arricr-s usirrl{ rt'l(liti()nal Irt'ight srs-
tenrs. lhur Ilr' fc(lcrirl l-sllIcss arrd
I tritetl l'arccl Ser\i.e (t'['S) lla\e
rayrturrd thc lior's shrrrc ol llorrg
Krrrrg s tIarrs-l'acilic cxprcss lctlcr.,
strr.rll lr.rr krgc rtr.ulct. ulrir lr ir lsti-
rlr.rtcrl t,r lrr. l.:rr,uing.lt 'li Jx,t( rnl rn
r oltrrrrc pt'r' r'ear'.

'Ihe rualkt't in (lhirra is (()nri(lcr-
;rhlr stttallct, ln(l lhcreli)r't' hrs lc-
tcivctl lcss illt('nli()n. Irr a<l<litiorr.
such Ptl)blctns irs (tlsl()rlls (lcirrirn(c
tlrlals. lark ol rtlial>lc gr()und sup-
porl. an(i ul(crllin cilslh()uld de-
nrand li)r' plcrriuIlr (lcli\'cl\' :icr'\'ices

US imporls
from China

US imports
lrom Hong Xong

US exporls
to China

US exports
to Hong Xong

92,791 175.042 179.734

1980

6.729

2,77 5 13.986 14,676

1980 1985

US exports
to Hong Kong

86

1 ,410 2,713 3.903

90 775

778

By volume (r 1000 pounds)

By value ($ million)
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SoIJBCE: US Depa,?menl ol Commerce

hits tlte litrgtst all-cargo ailclali llcct
irr tlre I'acifir . Ilul (:ittl)ilt l'ucilir. r\ir'
(ihirrir, - rai Ailwlrys Irtclrralionrrl
l.trl.. Sirrgu;x,rr Arrlirrt' l.trl., K,,.
t'eiln Air. l\lala'r'sia Airlint Systrnr,
arrrl (ll:ina Airlin(.s l,t(1. (lriwan).
arn()lrg ()tller's, also have all<argrr
ailcral t. Horrg Kong-bast.rl ()athav
I'arili< rrrrrently lras thrcc wirlc-hodl
Ircightt'rr, anrl t'xlxcts rk'liurt ol
tw() nr()rc l,v l1)1)l-).

(lalhnv I't(ih( s all<ar'go airrrult
Italt lrttrt rlcpLrvcrl plirrrarilr to
I-trlrrlx arrrl ,\rrstlalia. wlrilc its lrar-
scrrgcr plancs llr thc l{orrg Kolg-1,o,,
Attgeles rorttc. Air orrg Kong, lrrr
all-rargo airlirrc ownc(l ll Stirllcf
llrrrrrrrtrollcrl Shrrrr I:rk [,.ntcr'l)r'iscs,
Itirs ltlso tulgctcrl Asia arr<l l.rrrrrlx'.
llvirrg onlv arr rxcasirrrral thalter to

Air Gargo Between the United States
and Ghina/llong Kong

US imporls
Irom China

US imporls
lrom Hong Kong

US exporls
to China

1988

1 ,00't

27 ,343 38,943 67.749

670

1 061 2.543
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SPECIAL REPOBT

have kept s()olc integralors away
[ionr (]hina, althoug]r I)HL Interna-
li(rral l,td. an<l TNT Ltd. offer
express lail serri(es via commercial
airline llights to rrrajor (lhinese cities.

Erp anded F ift h- F re e dom ighar ?

Airlines ()fl'ering servire tretween
Hong Kong/Ohina and the United
States via their ()wn (()untries do s()

by exerr ising Filth-Freedorn rights.
'fhesc rights are ohtained only after
holdirrg a rerics rrl bilateral negotia-
tions between lhe g()vernments of
the ()rigin, destination, and interirn-
sloP a()untries.

Fifth-l'recdorn is a toveted right,
as il all()ws an airline additional
revenuc-gcneral ing p()tential by Per-
mittiDg il t() discharge and pick up
('ar8(, r,t' lra\\enger'\ in an intt'rim
(()unlry bcli)re prrxeeding to a des-
tination c()untn. (iivcn Hong Kong's
regional ('()nrDrercial and tourism
appeal, lirlines hirve long valued
ha\ing Fifth-Free(irnr rights to or

It is possible that
addilional carfiers
flying trans-Pacifrc
rorrles lolttom
Hong Kong attd
China witl be
granted Fifth-
Fredom rights in
lhe future.

through the territorl. 'fhe ntajor
Fifth Freedom carriers in the H()ng
Kong-trans-Par ific rnarket are All
Nippon Airways, Japan Airlines,
China Airlines, Korean Air, Singa-
pore Airlines, and lo a lesser ex(ent,
Philippine Airlines. All oller dailv
cargo servi<'es as an adjunct tr, their
passenger Ilights between the United
Stares and Hong Kong. ()f the US

carriers, United operates Fifth-Free-
dom llights tlrrough Hong Kr>ng to
Bangkok, while Northwest holds. but
does not use, Fifth-Freedorn rights
through the territory.

Fifth-Freedom rarriers are also
very important [<rr sen'ices between
China and the United States. The
nrajor Filth Freedorn arrlines in this
maket areJapan Airlines, All Nippon
Airways, and Lufthansa (lernrarr Air-
lines, which provides onward service
to the Uniled Stat$ thr()ugh its
Frankfurt base. While no statistics
are publicly availal)le, Japan Airlines'
nrarker share .f (.hirra-US cargo is

probably at lcast e(lual t() Air (lhina's.
Ir is possible thut adrlitional rarri-

ers flying trans-Paciti< r()utes t()/
from Hong Kong and (lhina will be
granted Fifth-Freedonr rights in the
future- Hong Kong. witlr notls from
both the British and Ohinese govern-
ments, has begun negotiating its own
air service agreements with foreign
countries-something previously

I

A stunning landmark Shanghai.
r,1)

ln

fi:trrlt'rr I lotel $111111111111

Man,gcLl hy rhe o/o4Z O.(-" ,T"kv"
t ^^* a <Ih€l9adb{Itor* ot tffWbrld'

Risrng promrncnrh ah,vc Shanghar's growing husiness

centre, n a ht,rcl mlrklJ frx a sreatness all rts own
lnrr,x.lucrng the Carrlcn H,xel Shanghar.
Here, guesr nxrm' nrrl out on a rraJrtr,,nal French
garJen. SryLng rs arr Jrco. Thc atmosphere, in fact. rs

very much remrnrscent,rf the,rlJ Frrnch Cluh the horel

Morr molem rrc thc comprehenvvc burnessfacrlrrres.
The prcscncc i'f a health cluh an,i gxn. And thr
rmpeccahle man:rremcnr prcvrded hy Tokyo\ Hotel
Okura
Come, spcnil ;,rmc trme wrth rr ar the Carden Hotel
Shanshar. Ancl crp{nence thc luxury ofwhat rs destined
t,r ht one ofthe world's grcat hotels.

iJl1- . 50irs!.\'nrnrl)dlkwn, I I nu[,putlxre banaahalkl
Frllr-equrptd ianner u,nne/f lc ohh c hh wnh tu, n Sx x tl 4r e s un ant
(Clrner /otrnrse (],,ntrn.ntdl (ill.c Sii,p)

5ll M.rnrnr Nrn.ltr. Shansh.,. Pcorlc'! Rcnuhlrc ofChrna
Tcl (021) 4 )].llll, tax (O2l)4]].6666,
Tclrx 10157 OHSII

Utcll lnttmak,nrl, Hong (o',8 T.l:52J81t5. Shc.Ixtre T.l: 22i-9955. U.S.A. T.l, 800-44 UTELL, L,'nd,,n

Tcr, 0l-995-62 ll. Prns Tct: 0 r -t208-10t0. Dr:stdorf Tct,0]l l-]6e90].
H,tcl O{ura: N<* YorI (Xr<c Tcl, 2 1 2 ?5t-0? 11. Lx Ane.l Ofrcc Tcl: 2 1 1-lE8- 1 1 5 1
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SPECI REPORT

(l()nc orr ils bclrall bv llle (:rritcd
Kirrgrl,'rrr .\ttir lc lxll ,'l tlrt' lt.rsrr
l,;rs will allorv tll(' lctrit()rl t() (()rt-
tittltc lr) tlcg{,tilltr' rrrt h agrct rnenls
c!cll i|lt( r l1l1l7. (luIt'ctlll\, the H()ng
Kong govr'r'rrnrt.rrl is <lisrtrssing with
tll(, [:Dil((l Statcs a hilalcral agl.et-
n)('nt or lirlul{.niI \('t!i(e\ b(,lrr'eelr
lhe l$() (le\tirlrli()rtr. (lhantcs are the
nllrrlx'r' r)l' Filth-l lcr,dorrr carriels
ser\ilg lllt. lwr) u'ill n()l (harrge
glc:rtlv: n()r'ir it liktlr rhat a \ Il)irj()r
tlisr or tl rlill t esrrlt.

As tl)( []nil('(l Slalcs is also close to
.()n(lu(lirg ir llcr! ilil sclvi(c irglee-
rrr( rrl t\illr (.ltitrlr, lro$r'rr'r, it ir
lrossibk tlrat provisiorrs will b( rrade
Iirr a ( lh incsr car-rit,t likc Air (;hina t()
hc g irr I.iIth-l.r't.r(l()rn scrvi.es
llrr()ugll tl()l|g Korrg t(} tlre L'nitrd
State\. .1ir' (lllinx llas rro su<'h riglrts
.rl lrrc\r'rrl. lrtrt r.rgrtt lr rr,rrrlerl .{rti-
rlc litll ol tltt tlasir l.alr :rppcrrs t()
alLrrr Ii rt tltis Irr or ision. I he qrrestirrn
is rvhcthcr Ihc lrart(,r' r'ill he a<l-

dr'('ssc(l u(,\r or' <lt.li'rrt'ti Iirl later
r'()lur(ls ()l talks. :\ltltotrglr perhaps
inclitablt, tlrc gr:uling (,1 filth-
l'r'ccdrlrrr riglrts to (lhirra is (clrain r()
lrt an t'rrtotiotltl isstte. as sotne
tesidcttts ol llorrg Kong rvill be
trIrrorrrIrrI't.rIrIt uitlr rlrc irL':r ,rl \ir
(:hinir ()l)('r'lltinH irrtcrrratiorral scr--
!i(rs li)rr tllc t('rIit()ty pri()r' to
l1)97.

Litlle tur b u len c e ahe ad
['or-ct astirrg cxl)( r'ls lhrt,lrgll()ut

lhc ir\iitti()rr irrtlrrstlv pltrlict evcrl.
thirrg Iiorrr solitl to sPrcracular
Llr0rt,llr r.ll{\ lirl tlr( l'.rtrlir Rrrrr.rir-
(aIg() tttittlct ()\(r lh(- D('\l (lc(adc.
:\t I lrt l}rrcirrg (:(,.. xnll\\t\ estirilrte
that casllx)utr(l rrltlli( $ill gIo\ 7.2
p( t (ctll irr)nullllr rn(l \vcstlx)und
trallrt 1).1 Ix.!(.nr lx.r r'cal lhrr)ugh
llrc r'( iu' 201)0 ,\rrtl\\t*I Airb"\

I)r ( (licl thlt l)i-(lir(,(ti('nll .llg()
gr'()wth r( r'r)r!' lhc l'acilir $'ill ureragt'
7 p, ,,,,,, 1x r rr'.rr. \\ lrilt lrclIlirl li'r
nrarket planning. srrr h lirl't,t usls cart-
n()t lldr(lulitr lr $t,iglr tlrt' irrlxrltant
inllttcrtt es rh:lngull{ tr'l(lc (()rnl)()-
sitiolr, t otrtlx'titir( rIl\ i! ()r)Drcntr,
and P()litirul dircrti()nr rrill 1>lal on
dcnliln(l urr(l caparitv lirr air'-tatgo

Onc ol Ihc rrlsl irrlxrtartt is\ues
ir) {rltrrt(' ilir llit<l( lrt'lrrt't rt thc
Iinilc(l Slirt('s, oug Korrg, arrrl
(lhina rvill lrt. tl:t. r'orrlirrtratiol ol'
(:llirtl's lll()sl larrrltrl N:rtion (MFN)
slitlrts; ils llr'('s('rtr'( ()r' al)scnr( c()rlld
a(t cilll( r as il slirrrllrs ol' lr <lt'Pres-
sanl (nr liln['r.gr()wth ol irir It'a(le.
Non-rcttclv:tl ol MIN rrorrl<l pr'ob:t-
blr irttrcasc thr nurrlx't ol (lhirrest'
grxxls slippirrg intr) th(.['nir('(l Srat('s
un(ler llrc Horrg Korrg l:rlrt'1, rlhi<lr
rrrrrrkl irrtrcast (lcnllln(l li,r air \rr-
lirc Irorrr IllrA Kr,rg, lrrrt rr't.rrrl .rrr

ser'\ i(e gr'(,rrh to (llrirra. ,\ltt,r'rra-
tilelr, lhc (rnrlinuali()n ()l IllN
lrruld probabl, lr'\ult in thc (:hinr
air'-scr'\ i(('s \( ( l ( )r' gr'()r{iug Jt ( ur'r-('nl
lcrcls lirr th<. lirrcst.calrlc Iirnrlc.

()tltet' cottr cr rrs ( ('nl( r' (,t) lllc
abilin ol llorrg Korrg s irillx)r't l()
t'oyx rritlr ittrrr,.rs,.,l rk,rr.rrtrl lot .rit'
a.rr'{(, \r'rtiic\ (i.u'Hrl lrrr ilrtr lrt Kui
'l:rk is l>cilg <Lrulrlcrl lry thc H()lg
Kortg Air (iargo 'li r rrtirrals l,trl.
(HA(ll t.), l)ut nrl\rly an(l r-nrrl) spac('
(()Dgcsti()n will Plobalrlv Iesult in thc
rir Ix,r I :rs .r s'lr,rk lrrttrr4 r,rP.rr itr
sorl(,1inr(' in lh(, n(.\t lhrr.(. 1'('irrs.'l hc
new lilln)r't rr (lh(.k l,:rl) Kok. rrrcan-
nhilr, uill rr{,1 lx rr'il(lv lrntil tll( cnd
ol thr dccrr<lc lwt I fu l:lllt.Ilar'.Jrrrrc
llllll. p. ltt{). Slrorrl<l Kai Irk s sltort-
irgt l)l raparitr lrr'rorrrt <lirt,, talgrr
traflit urr<krrrlrtcrllr rrill l>t' rlirt.r'ted
lo strrrorrrrrling itirlx,rt\. slr(ll as thc
rrctl Iacilitir.s in Ilir(il() ln(l Shel-

zhcrr. Airlittc plilttn(,r's ljr)rr s()rl('()l
(lre lirrge IrS tarIitIs h:rvt. alr'ca<lt
becn sp(,tlcd inspcrlirrg tlx \lec:()
site.

ln CIrina. thc isstrt'is n()r ,i() lru(h
(apa(il\ as basir aYiatiort inliuslrtl(-
trrre. Althorrgh ail'lx)ll inIr-JrtIlr( llr-e
is improring un(l s()rrc :rirlincs h:r\(.
noled increilsil|g clliticncy in (lhi-
nese ait-p()r'l ()l)cral i(,n\. il!rl)r-(^(L
rrlenls iue r'erltrir'crl irr air-tlallir
control eqrripnrt'nt ln(l I)r'(x c(lllts.

['rou a r'onrnrt,rcirrl \tiln(ll)1rinl, ir

Itost of "rloittg lrrtsirrt'ss prolrlcrrrs
also plagrrc (lrvcl()lnncrt (rl lhe
aviati(nr s(\'l()r' irr (llrirIr. Mattcrs
rangirrg Ii)nr rhc r'(rtliu:ln.c {)l li)r-
eign ex(hrrgc t() tlrc inrp()r-l ()l'

e\rcnliirl .riIr'r,rll .rrrrl ,,lIir r' *rrPPlir.r
all re(luitc l)ati(.n(c lur(l (()rtir(ts
r,r'ithitt tltc ( lltirtcsc lrrrr carrr r at v. I)t'r'-
haps rnorc inrl)()[l.llt. sorrrc lirlcigrr
air_lines t halgt, th:rt rllcr ilr tc-
strictctl irr llrtil rl)ilir'\ to rritlkct
catgo arrd llusscng( r scr-\'i(cs. l() tllr.
bertefil ()l Air'Ohina. 'lhesc tlrrcstiorrs
rlrrr\l lr( .1(l(ltc\\c(l lrt,lt,rt, .rrt st,rrrtt.
can be e\pitrr(lc(l alrrl rt:arkct glorrtlr
e\pl()ile(1.

Wlratcvcr th(' ()lrlc(,ut(, ol (llrirrit's
husiness practiccs or Ilrrrrg Korrg's
airp()r't pr()blcrrs, it is lik('lv rhar
nrote tatrit'rs will lx' vvirrg Iirl
business irr lllt' (orring veals. ()n
average, tllis irrcrr-ascd ( ()rrlx l itir)ll
r{ill D(,t r'(.\llll irr rlr.rrrr:rtir Prirt
(lecreases, r'xct'Pt Pt'r'hlrPs irr tlrt.
exprcss inlegral()r' rirlr'k('t, t!hcIc
clrlier's lIc ilHgr cssivcly l)ulslling
l)attles Ii)r' nriu kcl sllu'(,-nn(l ('\'('l
therc l()$'I)rices ailtt lx.(,\l)c( t(.(l ()rrl\
in tlre short Iu . It ir Dr()r'. likr.lr that
pr'ites rrill gIlr<lrrallr lr< rlti\c(l ils lh(
rt'r'ession lilis iIl llrc ['ritc(l Srrrrs.
Service, lrowcrt'r. sllr)uld ill[)r'()\ c.
Tlrrrt li,t c, lxrtlr t.rtt'rctr .rrrrl rlrrP-
pers sl:lDd lr) I)r(,lir irt rl)c l()nl{ l(,r!r).

Hong Kong-US Air Cargo Rates*

Japan Airlines
Weight

$3.7s

under 45 kg

45-99 kg

100-299 kg

300 kg- up

'Published rate per kilogram(kg)

Compiled by Christa A. Rogers

Korean Air
East West
Coast Coasl

$8.27

$6.39

$5.60
Qa ,1

East
Coast

$9.70

$7.46

s6.56

s3.75

West
Coast

$8.27

$6.39

$s.60

$3.21

$9.07

$6.97

$6.13

$3.50

$7.73

$5.97

s5.23

$3.00

United Airlines
East WestCoasl Coast

$9 70

$7.46

$6 56

$s.75

70

46

56

$9

$7

$6
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Northwesl Airlines
Easl Wesl
Coast Coast

$8 27

$6.37

$5.60

$3.21
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Some Great
In Small

Things Come
Packages.

Wefirul\didit!
XinTianMa is

here, uithout
ROM card!

With Xiril ianMa. the Asia(lottt
srliu,are enginccrs have cteatetl th<'
(llrincse lcxl sYslcrn ()l the ()0 s. As :l
softrrare<rrtl\'svstenr. it now rutts ott
lirluirllr anv I'(i. including thc I\li< rr'
chanrrcl nrachin< s o{ thc PS/2 sclics,
irnrl laptops.

Ncw'l ianl\la. ol corrrse. h;rs all tlre
Ii'irtur-cs lhat have m.rde'fianlllil s()

poprrlar wod<lwidc. Protessional
translirt(,rs, ( ihirra-orientcrl busincsses,
scholals anrl tcachers at universitics-
thousanrls ol cxpert users in lhc licl(l
ol (lhirtesc wot<l processing havc
a<krPtcrl tlrc r\sia(lom sofilrar-c as llrt:
slln<lirr'<l ol lhc fitture. NcrvTiarr\la
has rranv ncu li'atures. such as:

abilit\ l() rtix sinrplified and <rrtrvctt'
tional chalaclcr text, sc:rlable Ohirtcsc
an<l Ronran firrrts (two chitrese Iortt
faces intlurlc<l in thc ltasic packitgc:

lhngsongti arrd K:rili) to bc corrrllinccl
in y()ur text in dilli'r-cnt sizcs:
Hercules, E(iA and V()r\ <lispl;l'trlr
l(,8(,1)xdl)0: a l)lrilt.in t'lr:rrat'tcr rlir tio.
nary base'd on ra<lical/strokc count,
etc.--Icr give the rrscr a 1(x)l li)r a

1>crtect look ol ruixe<l Rorrran/
(ihinese text. we havc cvcn inlro'
duced the luxury of "Ronrarr b<xrst":
in urixed Romiur/(lhirrcsc <locunents:
)t)u can adjust lhc basclitrt's ol'
Rornan text aD<l (lhincs(, lcxl lelntil'c
l() cach other, (nr a slirling sc:rlc.

"I\ l-fealured program JatI h?.onin{
lhc most popltku (:hinese u,utrd processor.

Ohoosing pnper rhrtrulcrs ft)it runldl,
orvols l, h(rrl?l it tre\rl i lcreliorlJ, or
pin\i, to Chin?s? (haru l?t \... t,.t flt\t as

)ou rype... "
lk'n! (\Jn( (),nPutnq tr tt!,tlt\'et) istu

As a system which lras lrcn
re-designed frorr scratch, Xin'IianN{a
is more user-frienclly than er,er,
u'ith pull-down mcnus arrd pop.rrp
windows. Price US $ti-95, Ftrlllx over-
night shipping includc<l. ()rcler by

lux or phone. ttc<lit cards an<l lax
P.().'s atrr'ptcrl.

Attentiofl eristint TianMa us€rs: se'xl us
!r,Lrlrrigi'r.rl I i!rNlr (lisrriburioIl diskc[( r l
,rs Inrx,l rn I innNln (,snership (keet) v,nrr
existi'rg I ixtlMi' systc',r wirh rhe R()N{.xrd).
r,,gcrhcr wirh y(nrr ( lx,qLrc r)r billing dcrJils.
xo(l reftirc Xin l irnNli {or rhe price,,1 nn
upsr.(t(.. lolntlr t rs $:il)5-shippins
in( h'dc(11 I his (,l1cr is valid f,)r exisrins
I iaolrx i)w'rrr\ i)nlt I

Ata€ntion m.nuf.cturers/exponers: ll v(,rrr
(onrl)i,r\ i\ .rtx,rtirg .r pr,du(( r(' (lhinn thilr
usel n (o,rl,Lrlcr (orrtrol ilstenl. ()r rnl'f()rrrt
(,1 (lrtx pr,xrs\il|g. (r,nla(t us () re(eive inli,r
nr.rtnrn orIrrr "l.rrali,/nri( 

'n Seni(e. ()ur
pr()ic( r .r'gin.rrs rrc crperientcd in inr.
$ x( ing ( lh inr\c/lapancse/K()rean Inngui,gc
(at)rl)iliri6 itlr,, rxisrifl g hrrdwrre/\(niwlrc
envir)urrflrls. Sp.( ily your requirenrents-

I'I*?
NewTianMa from

ASIACOM

, r.:=i

)i
f bt

A
ata

w



FOCUS

Otr and Runnirg
Grouth

7'1 hinr will Ltr,rrrrr tlrt'
I I r.,'rld s tl()\l tnllu(ltt.tl
I r textrle Dlalr'r rn rhr' lllll)\.
\-,.ll,tl,.,,tJ and irrrlir.t tlr .rt-
li.(tirg Hl()bal markets as b,,th a

buyt r and a seller'. The pasr l0 y( ars
ol opcn trade and investnlenl hirlc
bccrr vcrv grxrtl frrr tlrc (lhin(.ric
textilt' in<lustr,v, whirh h:r<l becrr
sha< kle<l bl years of neglect. tcr hno-
logir al isolation, and govcrrrlrt'lrt
rrrisrranagement. \\'ith the adrcrrt ol
ct ()n()nric rc[rrrrDs in thc early I{)ll(ls,
tt.xtilc PIrxlu<tion t(x)k ()ll at ral)i(i
pacr', growirtg hy l8 percerrt arrrrually
lhrrrughorrl the decade.

I.i)r'('iglr trade liberalizatiorr arrrl
tlrt' cx1-rar<lirr1; role of lirrt'igrr irrvt st-
rrcrrt arrrl sorrrcing, pirrti< trlarlv Ir'orn
llolg Kong, have playe<l an inrpor-
tarrt role in revitalizing the inrhstrr.
Ilc(w( cn l{)ll0-90. (ihirrese cxlxrrts
(,1 tcrililcs and garnrenls grcw lil
pcr(cnl l)(r' year, an<l ale rrou the
( ()untr) s nrost irnportant [irrcign
ex(hartge earners (rp. g!al)h.). Irr
I 1)l){) I ( xt ile cxp()rts gencratc(l $ I :}.8
billion, rrearlv a <luartcr ol- t<rtal
exp()r'l carnings. Some ll yx'rrcrrt ol
global te,xtile (,ulput rr()w calrics lhc
"Ma<le in (ihina" label.

M.rirrt.rrttirrg tlri,' latr',rl grolrtlr irr
t lrc rlc< a<le ahead will nrean conl r rrnt -

ing rrt w challengcs-btrt harr iug
urrlirlrscen political uplrcaral. the
rextik :,(.(t()r will likell ()rrll)a((, rh(.
rest ol tltc rapidly ex;>an<lirrg crorr-
onry. Arcording to a sturly oJ tltt'
Asian tt.xtile industry rett.ntly conr-

llleterl by'lr.r hrrrrnrir ( ion,,rrlt.rrrtr l':rl
[.:rsr Lrrl. irr Hrrng Kr'rrg, (.lrirr.r's
lcxlilc an(l garnrenl ()utpul is I)r-(F
jrrtt,rl to expand at a heallhy 7-10

1x'r'ct.nt annually through the cn(l ()[
thc dc< adt'.

Industr!- gr()wth during thc l{){)0s
will h<'<lriven by rising rlenrarrrl lxrth
ltl lr,tttt lttt<l alrroarl. StI r,ng rLrIrrc,.tit
rk rr;rrrd. lcrl hy increasinglr sophisti-
caterl urban c()nsunlers, will rrn<ltr-

Foreignfiade
libenlization
and the expanding
rcle ol foreign
investment and
so3rrcing,
parlicutaily
lrcm Hong Kong,
have ptayd an
important rcle
in rcvilalizing
Ghina's textile
ilndlustry.

pin prodtrction rolrrrnr,, whik rontin-
rue<l export growth will inrProve
over'all inrluslry cllirit'rrct arrtl help
raise quality slan(lar(l\. lh(. (l('rnand
[ol higlrer qrraliry raw rrratt.rials, suc[r
as synthetit' fihcrs anrl prrxessed
labrics. will <llivr'(l(,nrcsti. and selc(-
tive foreign irrr't strrr.lls t(, upslream
industries, ll)lrs a(l(ling irnlx)rtant
hreadth t() arr irrtlrrstn still tlelren-
<lent on inrlxrrts lirr t.rcrr lrcdiunr-
tlualio protlrrt tiorr.

Boosting production . . .

Several < ritical rlt vcloPllt'nls over
the last decadt s('t llr( strgc Ii)r the
(ihinese textilc irrrlrrstry's rapid
growth. 'l_ht' rxrst i r r r 

I 
) ( , r' t i r r r I I:lct(l r

Sterc Rasin is o senitr 4.rlociale uilh
Tethnomic (:orLtullanls lar l:Ltl l-td.,
tht Hong Kong ojire of T?.hnomr
Cowullants lnt.rnalb l- Tethnomir
Consullants lar l)Ltt r?(?itLJ (ompLeted

a compreherltite analysit of Asia's lextile
i?!'dustry.

in China's textile production will continue to outpace that of
the rest of the econom)

Steve Rasin

was plobablr rlcr errtralization. whiclr
transli,r r'cd in\('slfilenl and produt-
tion dct isionnraking fronr cerrlral
y>lanncr-s lo lrx al enterprises (srr 7,lrr
O/l/i. St Ptcrrrlrt,r'-()(.t()ber l {)fl{i. p.
ll I). l)t'rtrttnrlization alkrwed tlrc
tcxtilt irrrlrrstlr, rrrtrearirrglr,l,rrrrr-
ttatc<l hy rrrtall- and nteditrrn-size<l
rrrral arrrl <ollc<tive enterpriscs, lr)
resporrrl rrrorc llcxiblt to rrrarkt.l
corrrlit irr rr s. lrrrprovcd nrarket
rcsponsivt,rrcss lerl to tlre gro*ing
('.,n( ( tt'.ttr' 'n ,'I tcxtile frttr,rrcr
alorrg Ohirra s casterrr seahoar<l, par-
ti(lrlarl\, in rltc s()ulhern provinr'cs.
I)()nrr.sli( Illi( irg arrd distribrrtion
;r'ar t ir'cs lrcr arrrc in(r'easiDBly rn:lrket
tlrivt n, cspcriallt arll()rrg garrnerrl
assenrblt r s, who r c<;uile less te< hnol-
ogr" anrl fillancial support fronr thc
Sl.rlc llri\ lr( nrl w.rs lesr prcruletrt rrr

the spirrrtirrg arrrl weaving se<'tors.
rlhirh arc still (l(rninaled br Stal('-
owrrt rl cttlt.r'priscs.

At llrc sanrc tinre, rapi(ll\ risir)g
tlisposablc int onrt s increast'd rlonrt's-
ti( rlt'rnarrrl l()r tcxliles, fueling tlr'
indrrst|y's gl()wth. Bv l9lt9, lhc
avciirl{(.rurirl rcsi<lcnt spent aborrt $7
annually on tlothing, while urhan
rt'sirlcrrls spr.nt rreallv $30, up fronr
$.1 nn(l $I:J rcslx(tively in l9lJl

. . . and foreign inaestment
Rt.lirrnrs irr the ftrreign tratlc le-

ginre lra<l un t'quallv tlrarnatic etlir I
.rn lcxlil( lrr,xlrrr tir'rr. parli( ul.rrlt in
thc s()uth. lor eign particip:rtion
through invcst nrcnt, technology
t rlrrrrlr.r', .rrrrl t rarI, has grou rr irr
tanrlrnr with tht'liberalizatiol oI the
indrrstry. Ilrorrglr rtill a< r ountirrg Ii,r
a snrall portion of overall inrlustrt
output, Iirrcign-aHiliated textile and
garrnenl prrxlrrction has ha<l a <lis-
proportionatc inrpat t on intlustr-.t'
rlevclopnrt'rrl and exporl perlirr-
nlan( e.

Ar tlrc irrrhrstrl Iras dereloperl. rt
has in<rcasingly looked abroad to
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sLrppl'! necessary inputs. (iircn the
inabilit) ol the spinning and wcaving
secl()r-s t() Illccl lhe surgirlg deDlilnd
rrf downst r-canr grrment nrakels,
(;hina has l>et'olnc a growittg int-

l)()rter ()f synl hel i( and blende<l lar'rts
and fabri<s; printtd, dl'ed, an<l sp-
<ially pro<csst'<l fahrics; and ()ther
r litir:rl inpttts ttot I,xalll availlrbk in
rrrllir ient rlrr.rrrtitr ,'t rlualitr (.ltitt:r'.
vrlu and faht i( irtrports. for exatnple,
hal,e increased lll-folct since l1)71t.

reaching $2.7 billiorr in 1990. lnrpor t

volumes ol thesc g(x)ds hal'e llttr'tu-
ated. however, arrd the r'esttltirrg
global swings ildi(irle that (lhirta tras

become an iir)lxn lilnl pla,ver rrrr the
gl()bal market. Ohinese purr hases o[
arnlic 6bels, lirr instanre, 1>usht'tl
global prices to a peak in lOlitS, hut

I)rices slurlpc(l u year lateI whcn
Ohinese inrpor-ts of the libcrs wcrc
halved.

()n rhe exp()rt si(ie. f()reign ttl(le
liberalization Iesrrltcd in a widc ar'r'av
ol (lhinesc trarling conrpanics li-
(cnsed t() tru(le in textile g(xxls,
which facilitatrd both intports ol'raw
nralerials an(l exlx,rls ()f finishcd
g,xrdr At th( \urrrc lrtrle. Iartoricr irr

the south bencfitetl front thc corrr-
parati\el\ lret' rnarkets in lortign
cxr lrangc, wlri, lr .rll,,r.cd tllctrr c.l\ic!
a(cess to (ritical intpolts.'l'he textile
irrrlustry also b<'rrelited frorrt t'x1>ott
srrbsidies dtrring lhe early l{)u0s,
tll()ugh de(cnlraliuation glarlrrall'r
de(reased lhe r()lc ()l these subsi<lirs.
Although this vclrr State-rnatl(l:rted
srrbsidies havc rupposedlv bct'tt re-
rttoved, sontt, lrrovirr<-es seern to tle
lrking up the sln(k l(, bu()y c\lx)r'ts-
Ill aDv case. gartlenl exp()rts at(
likel) to renrain slr'()ng in thr fulure.

(lhina's exlx)r't rllive will .ontinue
t() be fuele(i b\ ilrl in(reasitrg anl()unl
ol foreign irrvt'stnrent in the r('xrile
seat()r. l,ed by Ilong Kong corrrpa-
nies-which rr()rr a( c()unl frrl ncarlv
70 pe!'ceDt (,1 t()tal foreign in\cst-
nrenL in (lhinll-the lirsl willr' (,1'

[rrreign inrestlr<lrt was dire(tcd t()-
ulrrd lorn-r.rPit.rl .rrrd Iahr,r'irtrrrsive
projects, prirnarily in export garnrcnl
assembly. Though a pre{ise rncasulc
is not availablr. llrc Techn()nric slud)'
estimated lhr lerrit()r\''s shilrc ()l

inr'estmenl irr lhe lexlile in<lrrstrr' to
be over 85 per(ent. Sonre indus(rv
analysts feel lhat ils our('h its {;l)
per(ent ol (lhiua's total gilrrrent
cxl)orts are li('d lo H()lrg K()trg
tlranufacturers.

'l'he d(,nlinilnt rolc of H()ng K()ng

Most loreign
investment has
been deciddly low
risk and low tech.

ill (lltiru's lextilc scct(,r c(,nres as

liulc sull,l ire, giveD ils lorg hist()r-\'as
thc w()rld s garDlr'rll I)otrcrh()usr.
Sinrt' tlrt. rriri-l9ll0s. lto*cvrr. tntrch
ol Hrlrrg krlrrg r plrrhrr tiDrr r.rp.tr rtr
has nrove<l int() s()ulheln (lhina,
particularly (iualgrlrng l'rovinct'.
L.ntirt' llorrg Kong l:rctories have
beerr krrowrr lo nrort' ovt'rnigltt to
neu (lhincsc l<xations rrhcre land
and labor'c()sls are (rrl\ ir [iaction ol
thosc in liong Kong.

Hong Kong textilc.(,nrpanies ale
n()l tllc o ly (,nes tlking a<lvirntage of
Chirra s low lal)()r ({)\ls. Sin('c the
nrid- l {)130s 

-laiu an cott:pattics fleeing
risirrg plorlut tion ( ()st\ irl h()nre hil!'c
also rrrovcrl to the ntitittland. Trr rlatt,
1()lal [:liwilll inveslnr(]!lt in all sectors
is estirnalc<l at over $2 billion, and is

exparr<ling rapidll- as -l:rirvan-Clrina

rcl:rli()n|i thirw. Ah()ul'.10 yx'rcent ol'
Taiuan invcstnrent is ( rtirrirted l() he
in tcxtilt's.

.laparrcsc trading ltottses and gat-
ntertl nt;tnrr[:rc-luret's at-c :tlso looking
to (lhina Iirr low-cnd prrxhrcts such
as srrcks anrl trntlerwcar'.-l'hc inrolrt-
nrent ()l.lirpilnese firttts is sigtrificirnl,
sin(e lhcl trpitallr prrrchase onlr
high-<lrralitr pr odu< ts urr<l shorrld
thrrs hclP raise overall <;uali$ stand-
arrls in tlre (ihinese inrhrslrv.

NIrlst Iirrcign l)illlicil)!lion irt th(
tr-sttlc irrrltrrtrv tlttrs l.rr h,rr lrecrr ilr
the frrr nr ol -joint r ent rrlcs ()t- ( ontri( t

exp()r l-l)r(x cssin8, tlrt'rclrr tlre [<rr-

eiSn .()nlla(t()r strpplits all tetluire<l
rarn ttrlrtlt'i.rlr atrrl p:rrs tlrt r,rnrrtrir-
siont'rl (lhinese ftrclory ir prot'essirtg
fi'e, usrrallv based orr volurrre. N'lost

.joirrt rcrrtrrl'es are valrrcrl al le5s thatl
a rrrilliorr <lollar-s, r'ellttting tlte lorr
risk ol llorrg Kong inrcslrn< rrtsl er'ett
less irrlcstrrrent is leqrrircrl in cort-
tra( I ('xp()r't-pr()cersing ventures. Ill
\r,lrr ( (rsr'\ r',rrrlr.rr lirrg (''rlrllr.ln,c\
nrelt'lv srrpPlt' nrachint'r v. rrsuallv
translcrrc<l IIllr dcpn'r'iatc<i front
factor'ics irr Hong Korrg, irrd a((ept
paYnrcnt in the lirrrtt 1|l finishe<l
go(xls li)r'cxp()rt.

l)uling the rr()st le(ell lound ol'
trade rlisprrtcs betrccn thc flnited
Statcr and (lhina. Beijirrg algrred that
(llrirrcst, lirrrr.,.rdtl otllr. 7-t{ J,eIIcrrr irr
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involved in two conrpensati()n al{ree-
uents there, through which we have
supplied $3.5 rrillion in machinery
and crquipment t() ncw factories i
Guangdong Province. The (lhinese
have met their export c()nlnritments
in arr hon()rable and timelr fashi()n.

CBR: Mtat are the benzJits-and thc
draubachs-lo sourcing in Ohina?

CBRz What is lout p.rePlion of China's
texlile sector?

Simon: In Beneral, the garment and
textile secaor in (lhina is steadily
inrproving. While the standard of
buildings, equipnrenl, and manage-
ment skills are behind those of nrany
other Asian counlries, remarkable
progress has been made during the
past l3 years. Individual initiative
and profit incentive schemes firr
busincsses within China are spurring
advaflces every day. The only thing

Making
the
Grad,e

William N. Simon is nanaging director
o! Odyssey lnlemational Pte. Lld., a
Hong Kong-baned compaay with subsid-
ioics in l5.ounti.s, in luding ,hc
United Stalcs. Conprised of matufattur-
ing and dcsign oqerulion-s ii Asia, thc
Unit.d Stat.s, and, I:uropt, lhc group's
subsidiariet irclude such outdoor anrl
spotls .ompanias as The Norlh h'uce,

Sicrra Designs, franl Shorl.t Spor/lj-
wcar, atd Hcad Spoittu.ar Japqn.
Simon recently sPohe with Associare
llitor Vawssa Lidt aboul lhe comqanr's
opnatioas it Chitw.

CBR: Wtan did tolr compon! stafl
bqing lron Chiu? Wher clsc do 1ou
soure )our produrls?

Simon: Odyssey started buying from
China in 1078. and now works with
75 factories in nine provinces. We
specialize in very high quality, labor-
intensive prrxlucts-prinrarily gar-
nrents arrd outd()or sp()rtswear-for
which we supply 80 percent of the
r aw materials to the Chinese. l'or the
past three years, we have been
manufacturing a steady 30 percent of
our products in China. The rest are
made in Malaysia, Hong Kong, Ari-
zona, Texas, Ulah, and Scotland.
Odyssey also subcontracts produr-
tion to factories in Thailand, Indone-
sia, Sri l,anka, South Korea. Singa-
pore, the t'hilippines, and Macao.

Though wc have n() dire(t invest-
ment in China, we are currently

olissing is f()reign training to inrprove
efficiency and productitity. How-
ever. as m()re firreign cornpanies
invest dire(tly. the opporttrnities firr
(lhinese workers to become exposed
to foreign technologv will increase. I
anr oprimistic about the future of
(lhina's garment and textile industry.

CBR: I lou' rlo tou rlul uith t tu rrnltla
ldlilr qu lt s'tslcrtt, uhith ron lcate
tnptDlt t.\ .\tu(k tl quotl.\ t) lh?tr

Pro(lu \ n'lll.'i nft(r th,'l rt i ttt tkl

Simon: Quotas and their manage-
ment continue to be a serious prob-
lem ftrr the Chinese government.
Invariabll, "trot" < ategories for
products bound for the United Slates
and f.urope get overused. Often
more quotas are issued than are
actually available, and rnerchandise
either gets embargoed or enters only
because China borrows fr<xn the
following year's allocations. The f<rl-

lowing year's plans are then dis-
rupted. Thus, we do not rely on
China's ability to nronitor the use of
quotas, but consulr LIS agencies
tracking the a< tual entry of grxrds in
each quota category into the United
States. Ti) be on the safe side, we
normally <lo not schedule production
in hot categories for the lasl three to
f<lur monlhs of the year.

CB& Wult ir the luturc lor yur
cornpanl's op.tatiorls in China?

Simonl We intend to continue pro-
ducing approxinrately 30 percent of
our group's overall production needs
in China-this amounts t() appr()xi-
mately $60 million at FOB value
annually. If MFN were to be re-
moved, we would be frrrced to move
70-80 percent of that production out
of China. tf MFN were to become
permanent, not an annual renewal
battle, we would invest lubstantially
in China, perhaps establishing four
or five new factories over the next
three years.

The second inaestmenl uaue
Nlo\t li)!eign irrrcstrrrcrrl in (lhirra s

tc\tilc industr'l has htcrr decidcrllr
Irw r isk ;rnd krw tcr h. llowever', r'a1>irl

r'xlr:rrrrrrtl .,1 r'xln,rl Pl,,,ersirrg ir
Iolrrrirrg the basis Iirr a st,t ond wlrvt
ol Iorr'ign inr'estrrrt.rrt irr u'ear'ing.
lalrrit prrx'cssing, arr<l tlrc pr<xlrrc-

tion of othcl irrputs. f.xport prrxes-
rors rrlro crlx rierrce rlillir rrltr in
ol>taining arlcqrrate and consistenl
rlrralitl irrylrts irr (lhina arc irrcleas-
i gly sor.rrt irrg lirrnr f<rrcign-irrvcstcd
lal('t()ries. rl()st o['whiclr havc berlr
tt':lnsplilrttcd I r otr: Hong Kong.'[_his
setond wlrrt, ol iuvestnrent is prr>
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Simon: We prefer China for the most
complex, labor-intensive pr()duction.
We 6nd Chinese fattories, when
properly informed ab(rul our nreds,
to be responsive, co()perative, and
able to produce extrenrely hi6h
<luality products. We also find the
integrity level of (lhinese ofhcials
and factory managers to be higher
than that found in nrost other third-
world countries.

The drawbacks relate t() the rela-
tively high degree of supervision
required to achieve the quality atrd
production timeliness we need. ()d-
yssey operates seven olficial produc-
tion c()ntrol offices in Ohina, stalled
by Hong Kong and Chinese nation-
als. In addition, we maintain a large
logistics and service staff in Hong
Kong to purchase and transport raw
nraterials; make sample s, patterns,
and cutting markers: test nraterials
and accessories for quality before
shipping them to Ohina; prepare
detailed contracts irnd instructions
f<rr factories; and schedule produc-
tion frrr each fa< tory.

IT

--

I

ralrre to srr<h llrocesscd g{r(xl\. \'et
llre fS (;ust(,rns Servicc clcrlits thc
entire laluc ol the gorxl l() (lhinir.
I'houglr tlrr' (llrirresc valrrt'arl<led
figrrres nrav lrt'orr lhe low sirlc. llortg
Kong r ornparries payirrg rniniuul pro-
ccssing lits <ir l<r'oLtrrt Iirr a sigtrifi-
cant sharr' (,1 (lhiDese erlx)r'ls.
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(ee(ling rapidly: t\exvers and lhbrrc
pr()(ess()!_s har'c lrt'r'n the hrst l()
rr()\'(], whil(' spirrrrcrs-rnost o!-

whonr nroved to Horrg Kong frortr
Shanghai wherr thcir [ir(tories wct'('
nationalized iD thc l -950s-harc
bet'r) nrore Ieltl(littlt l() rettll_tl, l)rt-
{'erring tr> invesl in S()utheasl j\si:I.

This deepening atrd hr-oadening ol'
foreign iuvestrrrcnt will enharr<c tlrc
lextile indust Iy's ('(,rtpc( itivencss. re-
rlrrcc its lulneral>ilit-v lo llucttratiotts
in world nnlkct plices and supplr.
and contaibutc to sustainablr'
gr()i!th. Te('llll()Dlic s lrend itrrirlvses
suggcst thal (luring lhc next de(l(lc a

tllit-d w:rve oI Iirlcigrr investnrent will
(,('(ur, ()ne llrirr will require high('r
levels of teclrlrokrg_v-' taansl-el iltl(l
capital conrnrilnrent. Rapidlr ctl-
panding d(>* rlst rcurtr denland li)t- ratr
llllterials su(h its s}'r)thetic fib('r's.
r(xlilr ( lrcrrrr.rl\. .rrrd lrigh-qrr.rlitr
dyes will en(()tlr:lljc larger scak',
rIl()re aapilal-illtcrtsivc investnrertls,
prinrarilv irr tlle ( herli( al industI.r'. Irr
this area. H()lrg Kong conrpanies $ ill
plar' a nruch srrrallcr role; Anrct'iratr,

.lapanese, arr<l Etrlopean ilr\'estnl('rtt
will dourinate bc<arrse o{ the higller
tcclrnology arr<l ca1)it l requirerrx'rlts.
'llriwal aDd Sorrtlr Korean investors
arc also likell l() l)c a(live playels,
parti(ularl! in slnthctic IibeIs arrd
higlr-qualitr Ilblit s.

Shell's proposed $2.ir billion pct-
loc hernic:rlj oil t venttrre in Huizhou,
(iuangdong I>rovittre, is the nx)sl
arnbitious cxirnrplr ()l this tlrird wirrc
ol- Iirreign invcsl nrcnl - The propost'tl
plart, approrcrl b\ llcijing in exrl\
l1l1l I and norr itl thc feasibilitT stagc.
r,r'ill convert fiqt' rnillion t()tlnes ()l

crutle oil inl<r a wirlc range ()l'

clrenricals Ii)r'(listril)uti()n in Sr)ut ll
(lhira. The t ot e ol l hc pr()icct will I)c

an ethvlene crat'kcr with a prtxluc-
tiorr capacit'r ol .15{),000 tonres p('r-

vcar. rhich nill 1>rrrluce a ker Iictl-
strx k used in the pr(xluclt)n (,l Inanv
r lrerrricals, pl.rstir r. urrl 'rtttlrt'tir
fibcrs.

Other Ia|ge wester-n (henlical (ollr-
panies such as l-.1. rlu Pr>nt tlc
Neurours & (ir.. Atlantic Richticlrl
(ir.. and.{moco Oorp.. for exatrtplc.
hirre enjoled 1'crv lucrative mar'kcls
in China Ior' (riti(rl raw nralcrials
used in a r,r'idc rartgt o[ industrics,
in< luding textilt's. [Iowever, devt'lop-
nrent ()f thc cltetttical industtt is u

lrigh national priolitt' under thc
llighlh Fi\e-\'eal. t'lar irnd this irr)lx)r'l
wirrdr>n is likrll to t krse over the rtcxt

Rapidly expanding
downstream
demand lor raw
maleriars such as
synlheti,c fibers,
lextile chemicars,
and high-quatiay
dyes will
encorrrage latget
scare, rnore
capiaahintensive
investments.

decarle as irrdigertorts capacilr t'onrcs
on-line. l'olcign suppliers lropirrg to
nraintain a krlg-telnr present c itr tltc
d(nresli. nl rkcl will have to corrsi<lcr
local pro<lrrct ion :lrr'arl gc trr r'rl l s

tlrrorrgh .joirrt ventrrres or licctrsittg
agreernenlJ.

Avoiding pitfalls
Although (lhirra s lextilt irrlrrstlv

is still urr(lcftlcvcloped anrl will ccr'-
tallrl! txp,rDrl, lll( pa(e rtrl \l.rl)ilit\
of futurc glrrwth rvill depctr<l on ltow
rr'ell serr'ral stlu(r.r!-al l)ar'r icr-s ilte
addressed. ln particulat. thc on-
again. ofl-lrgain inrplentett t at iot t ol'
ectxronrir rclirlrrrs <irrring tlrc Iast
decade hls lttl lo serious inrbalant't's
in the stluctrrre ol the irr<lrrstrr_.

Rapid, uncrx,rrlinuted gr()wlh in lht
fragrnentc<l downstreanr se( l()r's, l)llr--
ti(ularll garnrcrrt assentblr'. has l)ttl-
paced exparrrion o['the nrort' capital-
intensivt ran llrnterials se(t()r', t{hi(lr
rertains rrntlt r ('entral c()trtt(,1. I'ro-
duction rapacilv has been cxpantletl
wilh()rrt (()rr(cr'tr [irr nreeting n:arket
denrand artrl rritltottt titst sectlting
sorrrces ol larr nralerials.

Thouglr Beijing began art aggt'es-
sive petrocltctttical and Ii'erlsto< k
expansion plal in the latc l(17(ls arrrl
has int reascd cthylerte prr,(llr(ti(rr
'J'l-1,'ld sirr, c l1l7l-), irnpi)r't\i,l (lrcrr-
r'al internttrliates ttsed in polvcstet'
and nrlrn liber pr()du(li(nr gIe$
lionr un t'rtirrr.rte<l Sl{)l) trrrllr,'rt irl
1980 r(, $:l:J0 nrillion in l(11)0.

Several large prrr.je< ts havt' bt'cn
approve<l l() ll('ll) redu.e tlle irrllll-
ance betwccn <lenrand and sttpy>lv,

rrrrltrding :r Slil tttilli,,tr Irl.rIrt irr

Nanjing to procluce calrrolactttnt,

rlhi<h is rrseri in tlre Pt'll<luttion of
nlkrrr. ,\rtt<x o (lorP. is also r'onsitler-
ing a rurj,rl invesuuert in -liarrgsu
Plovirrcc lo pr-odrrct' r'aw trralcrials
Iirr Polvcslt r producliorr. Althotrgh
sorrrc irrrplovcrnent can he cxlxcted
irr tlrc rrt.rt (lr(:r(lr. \lr.,r'l:lgt'\ "I a

nunrbcr ol raw nratclials-ranging
lr'r)rr Ir$'r 

' 
rr r.,ll tr,.rntl|( tit Iilx rr-

aIe cxpcale(l t() caLlse pr(,du(li()n
b()tllcn('rks irrto the !lexl cerrlrrrv.

I-a<k of critical inl)uts is nol the
orrh (l('tct'fcnl t() in(r'c:rsc(l lextile
prrxlrrctiorr. lneffectivt' (()ltr-()l .rf
gllnr( rr prr('rs:.(,r's .ttt<l rvtttlrt'tic
fibt'r spirrners has Ie(l t() l)lind
inrports ol advanced pr<xhrction nra-
chirrcry lllill (lhinesc factories are
ollen irrcapable ol o;>t'r'aring and
nrairrtairrirrg. As a resull. tttuch inr-
portc<l rpinning, st'avirrg, arrrl 6bet
capat itr is criticrllv rrrr<l<'rutilized
er'crr whik' srrbstantial inrln)r'ts ()[
syntlrcti< Iibcr ('()nlinll('. Althorrgh
Bcijing has successlirllt crrrtailed
nrat hincr-l inrpolts unrlt'r th(' auster-
ill pr()Llilrr, this ploblcnr is IiIclr to
real)pcill ilgain in the lirtttrc.

Balanccd irtdustlr' <lclelrptnent
has also lrcerr hindeltxl by unevcn
etli)rls ar decent ralizat ion. rvhich
havc lrd to ilcreased rivallics anrong
llle rnan! Drinislrics itrr()l!etl in tex-
tilc lrlrx[rcrion. The pnrblern of
t'orrllir tirrg jrrnsdi( li,rr\ i' .tr ttte -

the llinistlr of (lhcrrtical In<iustn
anrl the (lhina Petr<xhcn:ical (irrp.
tslNr tl't(.r, lirr exa|IrPlc, I'r'llr rr.rin-
tain crrrtr'ol over prrxlur'tion oI
variorrs svrrthetic inpuls fi)r the lex-
tilc il(luslr-v. ()\'er the prst de(ade,
the t*o olganizatiorrs hatt lought for
linritc(l invclitment capilal, cvt'o at
(hc ((,sr ()l- ellicien< \ arr<l rluplica-
tiorr. .rrrrl little r'hlnge lrplx.u's rrunri-
ncnl ()n lllis lir)nt.

ln lr rirrrrl.rr r.(iI|. teBi,rrr:rl livlrlries
also posc a threat t() lhc textile
indtrstn s lirtur-e growth. 'l'lte grow-
ing po$cI of prrrr incial g()\'ernfilents
and brrr'caus increasingh circunr-
scrihes tlrc ecntral govcrnnrcrrt's abil-
ity to errsrrlc efficient Dlrti()nal alloca-
ti()n ()l res()urces. ln l1)Utl. for
exanlplc, IJunan Prolinct acttrallv
set up rrra<l bLrks to prcvcnt the
exp()!'l ()l raw silk to (;uatrgdong.
-fhough thc situation nrat'not be tlris
extrcruc itt tlle ltrltrle, Iro.rrrling-
parti( ulilrly of cotton arrcl silk-by
prorinr'cr irrrxious lo deveLrp pro-
<essing irrdustries is likeh to berorne
tn{)Ie c()nlnl()n.

Linlcss the (entral g()\'crnnrcnt can
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rein in the conrpetitive tendencies of
provinces to build self-sumcient,
integrated rexl ile industries. rivalries
between them will further exacerbate
problems of fragmentation and (rver-
capacity. Resources will be wasted
and emciency lost because produc-
tion scales will not be economically
sized, and provinces may try to
establish barriers against products
from other areas.

Even if resource allocation (an be
improved, infrastructure bottlenecks
will remain a critical obstacle to morc
comprehensive lextile industry devel-
oPmenl. Electricity and water short-
ages will continue throughour rhe
country, while transportation bottle-
necks will force the industry to
concentrate in increasingly wealthy
coastal areas, where labor costs tend
to be higher than in the inrerior. This
development will likely exacerbare
interregional rivalries.

Facing the challetge from abroad
All these structural and systemic

problems will continue to hamper
China's efforts not only to expand
produ(tion and export volumes, but
to improve quality. Despite a decade
of expansion and foreigrr investmenl,
the quality of China's rextile expol rs

Guangdong. For the next decade,
however, China's textile producers
should remain conrpetitive.

The greatest exterrral threat to the
continued rapid expansion of Chi-
na's lextile industry is protectionism
in its export markets. (lhina is now
the largesl exporter of clothing !o
the United States, supplying 12.6
percent of US imports of garments
and textiles in 1990. Although quota
allocations set through Sino-US bilat-
eral textile negotiations under the
Multi-Fibre Arrangement have been
generous during mosr of the 1980s,
US quotas for Chinese textile exports
have bet'ome increasingly restrictive
since 1988 (see p. 40).

Aiming for number one

Ohina's growing strength in global
t€xtile markets constitutes a signifi-
canl threat to existing textile produc-
ers-including those in the United
States. During the 1990s rexrile
disputes wirh the Unired Srates will
certainlybe akeyissue in what is likely
to beconre an increasingly rocky trade
relationship. Within Asia, China's
competitive cost advantage will con-
tinue to accelerate changes in the
stru(tlrre oI textile induslries in
Taiwan and South Korea. Hong
Kong's textile indusrry has already
responded by moving low-value, la-
bor-intensive production into China
and elsewhere in Asia, using facrories
at home to produce high-end fashion
itenrs which command higher prices
on (he world market. Though buyers
will continue to diversify sourcing to
Protect themselves from quota and
trade restrictions, China will likely
remairr a highly conlpetirive and desir-
able source ofrextiles and garments.

Foreign suppliers may also find
China a desirable market, as the
textile industry's many technology
gaps should provide significant
opportunities. The new investments
in spinning, weaving. and fabric
processing, for example, are depen-
dent on such high-quality inputs as
specialty synthetic fibers and pro-
cessing chemicals. While exporring
products China's industry currently
is unable to produce in sufficient
quantity or quality may remain a
viable strategy for foreign companies
in the short and medium terms, in
many sectors investment will be the
only s(rategy foreign companies can
depend on to protect long-term
market positions. i

Ghina's Textile and Apparel Erports

6.1

3.
r
l.rl1

E Textiles

I Apparel

1.0

7.0

6.5

5.8

4.3

3.2

($ billions)

14

12

10

-o
E

1988 1989

6

4

2

0

38 The China Business Rettieut September-October 1991

remains among the lowest in the
world. For the most part, only goods
produced by Hong Kong-amliated
export-processing ventures-which
rely on inrported raw nraterials-
have seen notable inrprovement in
quality. Exports using Chinese inputs
tend to be low quality and unatrle to
command high prices in rhe global
market. A truly comprehensive and
well-integrated textile industry will
depend on China's ability to develop
the domestic capability to produce
high-quality inputs.

Increasing quality is an imperative
if Chinese textile and garnrent pro-
ducers are to compete with other
emerging krw-cost prrrducers in
Southeast Asia, South America, and
perhaps even Eastern Europe. [ndo-
nesia, Thailand, and Pakistan, for
example, ofl'er increasingly attractive
investment incentives with the added
advarrtage of greater political stabil-
ity. Labor costs may be somewhat
higher than in China. but workers in
these counlries have reputations for
being more efficient. Akhough tex-
tile wages in China are still only a
fifth of those prevailing in Hong
Kong and tw()-thirds of rhose in
Thailanrl, they are rising quickly in
key garment export regions such as

Eq
E4

1985 1986 1987
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FOCUS

/l irr, r' (.lrirr:r "r'pt ttcrl tts
L- tl, r,r " .rrrt rt itt lrr;rl.t('\ttle\
\.,,r,r.,,..1 ll,\e lJ('(, rl\ rl(,sl

IJ r,'g',,,t,. ",t, exl,',t't. rrrrd tlr(
UDite(l Stillcs has br'<'onrc ils largest
export rrrarket- llut alrrrg Nith spe(-
(a<-trlirl lalts ol grouth hare r'ontc
rlisl.lrtcr tlr.rt rhre:rIcu tr, rlct'.ttl tlti*
burgeorrirrg tr-irde. 

_lcnsi()n ()\'er al-
lcged (ihinesc rlasir)D ()[ lls lrxtilc/
;rPP:rr( l illri'l:l\ allrl ll\( ol ( ('llvir t

labor irr ttxtilc ptocltrt tirrrt (rrr [xrx),
as rrell as lat k ol proglcss irr rrrttltilat-
eral ncgoriations firr rt.firr rrrirrg rcgtt-
lation ol rllc itrlernilti()nirl tcxlilc/
apparcl tr'ir<lc. hrve put st!ilils ()n thr
relatiorrslriP. Altlrough thc recenl
ann()uncr'n)('uI lo cxtcrrrl llrc l)ilat-
ctal tcx(ilc lgleeDlent Iirl tsrr veals
has hclgrt<l tr) rest()re sorrrt stirbilitr,
LiS-(,hirra tcxtile rclations rrill Pr-oba-
bly rernairr lersc Iill s()rr( ,vcurs l()
c()ll1e.

Chin a's grouing str en gt h

Although rnanl' ol Ohina s textile-
relaled iItlp(r'ts frorn the Llnited
States rose last year-lirr exatrtple,
purchases of raw c()tt()n wele $2 77.2
nrilli()n (()rnpared to $21-r13.ll nrillion
in l9tlt), while purchases ol filament
tow hit $tl7.ti rnillion, up alnrost $6
million Ironr the ]'ear bc[<rr-e-the
bilateral <"<'onouric balancc in tex-
tiles/a[)parel (oDlinues l() gr()w
strongly irr (lhina's favor'. LIS textile/
apparel inrports frorl (ihina grew
nearh I ll per'('ent in 1990 over 1989
levels. lronr $3.1 billion to $3.5
billi(rr. (;hina is now tlre Llnited
States la!gest f<rreign su1>plier of
textiles/apparel, providing nearly l 3
percelr ol Jll I S clttthirrg rrrrPorts.

Althotrgh inrports ol tcxtiles/ap-
parel as a percentage of total US
imports lirrnr China have <leclinetl,
both the volume and dollar v:rlue of
such irllports have incrcased (saz

US-China Textile Relations
Tbxtiles could be the casualty of increasingly terue Sino-Amertcan

commercial relatioru

James L. Kenworthy

7he bilaterct textite
agteement was
due to expfue on
DecemDer 31, btrt
US and Chinese
authorities agred
in late Apfil to
extend itlor two
years.

(lrart). China lrrofits n<>t onlv Ixrrn
tlrr higlr rrurrbcr ol jobs the lal>or'-
intelsi\e tc\tilc stctor proridcs, bttl
:rlso lionr lhe (()r)siderablc hilrd
<'ulrency its cxlx)r'ls gcrrerate. In tlle
hist()! ical p:rncrl ol thirrl-uorl<l c< o-
nornic developrrrcrrt. tertile nratrttlltt'
turirrg is a plt'lirninan slagc of
t'torrontic ancl irtrltrstrial devt'Irp-
rrrcnt; early cxp()rls ()f Asia's lirttr
I igcls"-Hong Korrg, Silgalxrrc,
S()ulh K()re , ill(l Triwirtr-werc
llrlgclv tcxttlcr. (.ltitta s cr,,rr,'Irrir
rlclelopnrent is rhus increasingll dc-
perrdent on opcrr Iirreign nralkcls trr
whiclr it can exp()r't ils g(x,(ls.

Contr o lling t extile tr ade
Irr order l() prcvenl cx('cssive

nrarket disluption and injurr to
corrpeting dorrcstir pr_odrrccls. hou-
evcr, develrpe<l irlions (whiah nre
thc urajor inllx)r-lers ol tcxtilcs/

.ltnts L. Kenrtorlht is the tulhu ol .\
(;ui(le t() lh(' l.lrvs, Regulati(nrs &
I'olicies of the l'eople's Republic of
(lhina on F()reigtr'frade and Irrvt'st-
ntcttt and fonrur tou sel lo lh? I)4)erl-
ntnl t'/ tlomntrrt't ()t!? 4 Trxtil,5.

apPalel) have insistcrl on establishirrg
al intcr-lat ional regulaton'reginre to
rnanagc internatirxtal trade in tex-
tiles/appart'l; the Multi-Filrre Agrce-
rncrrt (MIA). Neg()tiirte(l under llte
auspices oI the (]eneral Agreentent
on Iurillis and -lrade ((;Arr) in 197.1.
the I\IlA prolides an international
franrerlork under shir lr its 52 signa-
tories nranage the orrlcrlv develop-
nlert ()l rrade in textilcs and textilc
producrs-current global trade ol
whi< h ;rpproaches $200 billi()n a vear.
-lhc \llA hanrenork is inlpleorented
thrrlrgh a rretwork of bilateral a6ree-
lrcnls lrctw'een signatory natiorrs.
'I'hc bilatt'rals cstablish specific an-
Dual qu()tas irr covcred produ('ls,
wht'h alc allocatcd arnong 1.17 MIA
(ateg()rics :rnd a(lfirinisteled by in(li-
vidual nati()ns (li)r lhe nr()st parl)
ac<ording to rhe Harrrrrrnizrd Systcnr
ol'l'urill.s.

'I he M[A seeks to prcvent dotnt's-
ti('nrat-ker disrul>tiorr Ii ()nr inlp()rt
srrr ges lrr' corrtrollirrg imports
through quotas. It (,pcrales as an
excepti()n to the trade liberalization
provisiorts (,f tlrc (;AI"l . wltirlt bast-
calll Irolds that dorn('stic nrarkels
slrould be shielded ll-orn disruption
()nly bv l.lrills-arrd tlrat such t:rriffs
slrorril lrr. upplierl wrtlrorrt disrlirui-
nation, al leasl anr()ng (;AI-[ menrbel
nal i(,tts.

While the M lA sets an overall
nrininrurn growth level ol 6 percent a
yeirr lirr (luotas. inriividual signa-
t(,r'r(.\ nrlv sperifr krwer lerels in
tht'ir bilatt'rals. The MIA <loes rrot
prohibit inrposition of slandard na-
rional tarill.s or irnp()rt duties olr
imports of textiles/apparel. Thus.
everr *hen perrritted entn' under
MFA tluotas. textiles/al)parel are slill
subject to such tnlill:\ until the
voltrnre in any c(,nlr()llc(l cateB()ry
reaclres its annual tluota ceiling. At
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that point, subject to certain (lexibil-
ity provisions, further entries are
blocked for the rest of the quota year.

The MFA flexibility provisions al-
low certain categories to exceed
quota limits by up to 7 percent a year,
as lonS as the excess is charged to
other quota categories (a process
known as "swing" or "shift") and the
aggregate annual limit on all con-
trolled cate8ories is not exceeded.
MFA provisions also permit "carry
over" ofquotas unused in one year to
a subsequent year, as well as the
borrowing of quotas from a succeed-
ing year for use in the current year
("carry forward").

Most MFA bilateral agreements, in
addition to imposing quotas on spe-
cific categories, also provide that the
importing country may request con-
sultations with its trading partner to
prevent surges of imports in uncon-
trolled categories from disrupting
domestic markets. If no agreement is

reached, rhe importing nation may

unilaterally set quotas in these
"called" categories. However, these
limits may not be imposed at levels
less than those of actual imports over
the preceeding l2-month period,
and must pcrmit annual growth rates
of 6 percent.

Though designed to foster stabilitv
in the international textile/apparel
trade, MFA textile quotas generate
economic costs to consumers and
retail firms in importing countries.
The IJS International Trade Comnris-
sion (lTC) has estimated the cost$ of
MFA quotas by figuring them in
terms of tariff equivalents. Accord-
ing to the ITC, in 1987 the quotas on
man-made fiber textiles/apparel ef-
fectively added 29.8 percent to the
lowest-or Most Favored Nation
(MFN)-tariff rate of 20.7 percent,
for an effective overall duty of 50.5
percent. If China lost its MFN status,
the standard US duties would in-
crease. I n (he case of men s pants, for
example, the duty would rise from

the current rate of 17.7 percent to
rhe non-MFN rate of 90 percent-
which still would be subject to the
MFA tariff equivalents. The
exhorbitant costs of non-MFN tariffs
on top of MFA quotas would almost
certainly cripple US-China bilateral
trade in textiles/apparel.

Extetding MM
The original MFA lasted from 1974

until 1977. Since tlren it has been
renegotiated three timesr MFA II
(1977-81); MFA III (1982-86); and
MFA IV (1986-91, (see The CBR,
September-October 1986, p. 26).
Since resumption of Sino-American
diplomatic relations in 1979, Wash-
ington and Beijing have signed three
bilateral textile agreements under
the rubric of the MFA. The current
agreemenl. which became effective

January 1988, sets quotas on all
imports of Chinese textiles/apparel
except for a few handicraft items,
and limits China's exports to an
average annual growth rate of 3
percent. The agreement includes
flexibility for swings, carry over, and
carry forward, and provides for data
sharing and customs cooPeration, lt
provides for consulta(ion over any
goods threatening to impede the
orderly development of trade due to
market disruption, though such re-
quests nrust tre acconrpanied by
detailed evidence thereof. The bilat-
eral was due to expire on December
31, bul US and Chinese aurhorities
agreed in late April to extend it for
two years.

Shortly after MFA IV was signed in
1986, 105 countries, including
China, began the Uruguay round of
multinational trade negotiations un-
der auspices of the GATT. Various
working groups were established to
conduct neflotiations in different
sectoral areas, including textiles. The
rextile working party endorsed, in
principle, the gradual re-incorpora-
tion of the MFA regime into the
GATT upon conclusion of the Uru-
guay round, which was scheduled to
end in December 1990. The Uruguay
round, however, dissolved into an
inconclusive stalemate over such
highly charged issues as agriculture
and intellectual property protection.
As a result, the world's major textile-
producing and importing nations
were faced with two options: letting
MFA IV expire on July 3l-and
risking the chaos that nright result

US-PRC
Textile/Apparel

Trade

Textile imports as % 31.0 40.4 38.1 25.9 2n.8 23.2
ol total us imports
from China

Textile imports from 7.4 10.4 10.1 9.5 12.0 12.6
China as % ol total
US textile imports

S0URGES: Depa,'lmant ol Connerce, lnternational frade Conmission

1.3 2.1 2.4 2.2 3.1 3.5

1985 1986 1987 1988 1S89 1990

.88 1.4 1.5 1.3 1.7 1.7US imports by volume
(billions ol sq m)

US imports by value
($ billionsl
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China as Friertd...
I t (.ltttur t t\ottt\|t' tt\ d \ lt-

A t,,,,, r,, t s )u,t st,,tnt tt.ttte
I Ltl'lnrl nurh: h,tt l;tnt't, \t'
has lht cot rouri"t surrotnding it.t ltrule

lrro(li(t,.\. Ii) thlaii o heller ilu nluhere
rarit)k.\.\(lot! ol LtS irulu.\lt'l skrr,rl oi
lh?st it.\u{\, lilitor I'tntla lhklingtr
spokt uttlh t't lrn't(nlaliu?.\ of nto hrgc
lcxl i I e- rr I ukl t rud( atso. t al i t )n.\ - S lrce A-

ing litr lhe rcluilers t*l itr1)ortr^ uo|
Jnlit K. llughe:. dit't't,'nrl fltr pu\t.
rlenl rl ptutnntnl ttlttlt,nt\ l,tr -1\\t(t-
tled t)lerrhandisittg ()trp.. lhr aorld's
lerg.\t t uil morh?tir!! orgu iz.aliot.
llugh* it ,tltu ,itnhp, ll lhr -\ttfrotR
comnill?c ol lh? RelaiL l,/.lttsttl Tradc
A(tit)tt ( :oaI il io (Rl"l: A(',).

Hughes: Rl-fAO suPpolts tlrt' bilalet.al
process bt'r'arrst' it irrrpxrvcs leliabil-
itv ol tra<le ;rrrrl the abilir! l() l)tedicr
the ftrtrrrc. ()ur resp()nsc l() tlle
Hong Klrrg ,rr'r or'rl. lrowcver. is

sonrewhat rregative, sirr<r' irr x,<htcing
Hong Kong's qtrota to lt.l1t ofl.sel
ittcteases in 'litrkev s-a rt'*ard f<rr
its supp()r'l irr the (iull War'-lhe

lh? olh?r -\id( fthc spftlrun i!
Ohttrlcs llrcncr, dircrbt ol i t?r-
ndioiel lred( al lh? Anlcriaan

'fextile illanufirlunr: Inrtilut( (Al MI).
,|'l'tll'.t l60 ttitb?t.t lunt out about 7 5
prre l t)l tolrl l'.\ tcxtil. outlut.

CBR: /1arl locs A7'.)ll lrtl dout the
rtrrtutl ol tht (:hinu awl llortg Kolg
lcflile bi laltrult?

l{o!('r'nrnent lras lirrkt.d lirrcign lxrlir r
rlitlr tradc lxrlicr in Icxlilr iucits.
lllolt'orcr, lhis aali()rr (le frclr) ( r(.illcs
a glob:rl quota s()ltclhing wc ltitve
Iirrtgltt agaiust irr the past. ll tlre
go\ (.t'lnlent rrlrrtts to inctt'ltsr,'lttr-
kcr''s qrrota, thct c \ n() reas()n t() tilkc
irwlr' (ltr()la ftottt al\rrne elsc.

CBR: 
^r 

rnlor'lrr:r, l oo do '';ou dnl uith
trt( l .harg?.\ lht (:hi d i! \hilli,tg
rrtitltbclcrl lettilrs to lllc ('nitul Stdr.\?

Hughes: RITA(] takes a stro g lxrsi-
I i()n ()ll this i55111,-11g opposc illcgal
I ransshipnreIlts. \{c srrpport tlrt'gov-
crrrnlcnt's dt'cision to take artiurr
agairtst illegal sllil)nrcnts. silce tlrtv
irrjrrrc lhose ol rrs rllx) ilnp()rl legirll\.
llt.hare rctlrrest< rl the LIS (lrrsronrs
Sct'r'ice ancl lh(, (i)nrtnittee li)r lDl-
plertrerttation o1'li'xtile Agrccrrcrrts
((.llAr l(, prorirk. rrs witlr h.sir
grritlelines (m \!llal ue as in)lx)r'tcrs
shrlultl be Lxrking lirr, to e sur(, ll)at
n'e lr e n()l <lt'aling $ ith thc l)crl)('l t a-
tors of illcgal sl)ipnr('nls- Shorrkl rve
Ixrk for unusrral labels? L)lrrsrral
shipping se<luerrct's? [.]nlirlttrrratelv.
wc have n()t ha<l arrv response so Iar',
a\ the Juslicc l)t.pallnrent is con-

Itati()r's de(isi()n l() renela the (lhiIlil
bilater-al. (lhirra is one of lhis c()uu-
ti-y's w()rst llarlc orrtlaws. Thc (lhi-
nrse c()nsistently vi()late lhe terlls ()l-

lx,t h the Multi-Fibrc Agrccrnent
(NllA) and our hilateral. Tlrey hale
alrcady been taught illegallt rlans-
shipping rnillions ol dollars worth o[
lcxlilc., :rrl(l ulr.rt's dor rrrrrt.ntt.r I is
tertaitly orrly a porrion of whal's
actrrally gotten in. '['[re US (:ustolls
Sctvice rtrrst lr.rrt. irrelut:rlrk. rr i-
dertce belrrre llrc\' (all l()t' .()usrrltn-
li()ns, aDd thal cvidence is Dr)l cas! l()
()l)tailr.

CBR: W[at ren th? Ltnit?d Sktt?s do to
tkg illegal tra lshipn? kfro t (:ht t?

Bremer: (lrrrlcrrtlr, rr'herr thc Iirritcrl
Strrl('s det(,r'nrilcs tlritt g(xxls lllv(.
crrtllcd illeg:rlll, all re do is rlttltrct

(erue(l tlrat lelcasirrg srrch in[rrrnra-
tiott l ill rlarrrage thc frilu(l atses it ltas
pcnding.

CBRI l)o wu ltelicre lh tlh?l?xlil?t lk.t

al lfu (;.11'l (truguut llounl uill get
rrtot'ing agtin? ll het i.\ \our po.\ilior ol
pfut:ing out global l?rlil. qnotos a d
ftitt trptDdling l?\li16 unl?r lhc (;A7"11

Bremer: Wlrile we li.cl thar the Ml.A
is rtot PIoPerh lr(hrrinislc!'ed-thc
g()\'elnrnrnt usuall,r' actr trxr latc,
*lttn tladc is alrcarlv .rt rlamaging
le\(ls-rr( 1>rcler it to tlrt.dire<tiorr
thc []rrrgLra] Rorrrrtl a1r1x,ar-s trl bc
t:rkittg, rrlrir lr r orrlrl lrc rlir.rstrorrs lor
US tcxt ilt Producers.

...atld Foe
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CBR: ll'hnl i.t RITAC'' opiniut of lh?
ftce b exl?td?d US hik cruls uith
Chita atd ltong Kong?

Bremer: I lrt, bilatclal rrirh llorrg
K,'ng u:rr [(.rr(.t'r'us Rr.rlll' IA tltrir
rlu',tir l'\ 1) llrilli',ll s(l Dr lx.r )'(..ll'-
out ol a total allorllrr(c ol alxrut I
billion-is likc giving u (lilte ro l
Itonrelcss ptrson; it rlot.rrr't arlotrrrt
t() nrtr(Ir. l](sitlcs, in t'(.lunt lI()lg
Kong rras irlIrwcd n:or'c slrilt thatr
undel llrc Pk'r'il)us aglt.t,rrrt,rrt.

We *r'r r' .rg.rirrsl tlrr lirrlr Arlrrrirrir-

Hughes: I thirrk tlrt'rr will be a
breaktlrrrrrrgh in the agricrrlture talks
br tht'r,rr<l ol the vcar'. which would
errablc tlrt.textile r:rlks t() g() ahead.
RI-1..\(: sllppi)r'ts tlle pltasillg ()ur ol'
rllti,lirs. llt',u8ll tr'(.'(l lik(, t(' \ee il
acrornplislrt'd fastcl than the pro-
pose(l l0-\car rinrc[r'arrrc. In a<lrli,
ll"I. r( r'r.rin grx,d\ tl"t Pr'rxlu<'erl irr
lalgr, <lulrrtities itr llrc flliled State:j
should lx' r'enrolecl irrr rrrc<liat ely frorrr
qu()til iln(l returnc(l lo (;AT1' trrlcs.
[]ltinralcly, we belicve rhrt phasing
()ut lextilc (lrr()tas will bcnelit nunu-
Iirctut't rs as rvell as (()nsunrcts. 1{'hile
s()rrrc seglrt.nts ()f lhc ITS lextile
indr.rstlr rrray be afli'ct<'d uegati\el)
in tlrt'slrort tertn, tlt(.y will be rc-
invigoratc<l as nlalkets ()v('rseas ()pen
up. ln lhc krrg tcrnr cretrbodl will
profit.

lhr itrrrs l-rrrn thc ctrrrt'nt or next
year's (lrr()lil. The en(l tesull is lhal
they st ill gel to shiP as rllrr< h irs if they
ha<ln't lr-ansgresscd tlre bilareral. We
thirk thal quotas shoultl bc reduced
trv tr,r'icc rlre iun()ult ()l the illegll
shiprDcrrt irr order to acruallv pcnal-
izc tht,ofli.nders.

CBRI lyhrl is tour rtttilud? b p cnsiut
t,[ lh? ,\lltl and nntinuing k hs urulcr
lhc I'rugua't llound ol th? (;Al-l'?
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withoul ln in(ernational regulit()ry
I-ramework-or extending tlre agrec-
ment in thr h()pe that lirlks under ttre
Llru$ray round would rcvire. In late

Julv the MIA signatories agreed to
exterld MIA IV for l7 llx)tlths (until
Decenrber 31, l$92), to enable the
Uruguav talks to get bn(k off tlre
ground.

Ther-e is some irclitation that the
United Stiltes and the European
(irmnrunity rnay frrrrnally restart the

agriculture talks-(()nclusi()n ()['

which the ljnited States has sel as a
prec()tr(liti()n to finalizing agree-
Drents in ()ther areas-by the end ()l'
the year. [[ ancl wtren the textile ralks
resunre, lhe nlaj()r isstrr.s likely will be
the letlgtlr ar(l ratur'( ()l'tlrc tlarrsi-
tion, given the basi( ir(ccptance ()f
phasing r)lrl the MFA al(l reasserting
(;AT-I reBulxt()r1 priDt iPles. Import-
ing nations in particular have as-
serted c()n( ('r'Ds regar(ling pr()tecti(rr

ilgirinst nrirrkct disnrptiolr. growtlr
rates, an(l eulirrcernen( procedures.

Textiles and lhe CATT
'I he I itlirccl Starc!,-(lcspite strong

obje< tiorrs lrorn the flS t('x(ile indus-
lry, wllich ( lilinrs that ending the MI.A
rvould <ltvastatc tltc dorncstic indrrs-
lrv artd lcu(l Io tlrc lrss ()l thret
nrillion jobs ()\'er l{) v(.;lls (scr irrtcr'-
view)-has advanced a plan that
woul<l plrasc out MIA bilatcral quo-

The Trarushipment Question
f-t v( r \in( c the I lrritcrl States:urrl

fi t .l'i,r,, r csrrnre<l cr orrrrrrri<' rt la-
I--.,1 ti,rrrr. L S ollir i.rls rnd tlre
donrestir' in<lustrl' havr expresse<l
(()ncerns ovcr Chirrcsc eHirrts trr
evade LiS tcxtile/apl)ilrcl qu()tas es-
tahlisherl rrnder the Nlulri-Fil)re
Agreerirent {l\lFA). fhc ir,.rrc ariscr irr
parl be(arrsc o{- tra<le accountirrg
differences hctween tlrt tw(, !lati()rrs.

The []nitc<l States, in <akulatirrg
its tladc ligures, inclu<lcs all grxr<ls
manulir<'lured in (lhina as (lhincsc
exports, regardless ol whethe r
shippe<i to tllc Unitc(l St tes dire.tlr
(,r indircctly lhr()ugh H()ng K(nrg,
Macao, or {nother cntlepol. The
(lhinesc, however', insist that IJS-
bound gtxrtls shipped first to a thircl
c(,unlry ()r territory-like Hotrg
Kong-Lr1,",-" value ntay be added
through lirrishing, pac kaging, nrar-
keting. or shipping-are Chinesc
exports t() lhat collnln'. If these
grxrds are crentually lc-cxported t()
the Llnile(l States, thcy ((rlstitrtlc
cxpolts lirnr) the third (()untry, n()t
Iiom (lhirra. In the casc ol textiles/
apparcl. Ohirrese oflirials argue that
grxrds originating irr (lhina but re-
cxported through H()ng K{)!rg to the
United Stales should bc considered
Hong Korrg exports arrd charged to
Hong Kong's MFA quotas-

Diflercnt t,s in nreth{)ds ()f'calculal-
ing tr:ule datl acc()unt {i)r ()nly part
of the prohlcnr, howevcr. flS officials
assert thal (lhinese shil)pers re8ular ly
attenrpt l{) evade LIS tcxlile/apparrl
quotas eilhcr b1 l-rau<lulentll nrislir-
l)cling their grxxls as t(, p()int ()l
origin bt'lirlt, shipping them, or by
transshipping thern lhr()ugh third
c()un(tics wherc they are lelabeled
as originating thereir nd thcn
shipped orr t() the Lilited States.
Upon crrtrl in the []tlited Stirtes, the

transshilrl)cd goods aIt' char'gcd t<r

the thir(l (()untra's lexlile quolns.
(;uangd()ng l'rovince in southern
(lhina has bcen idt'rrtilicd as thc
center ()l srrr'h transshipurents, he-
cause o{ ils close prr>xirrrity to Hong
Kotrg and Macao.

The (ihirrese at-e accus((l (,1 targrt-
ing smallt,r' t ountries Iirr illeg:rl trans-
shiprnent, usually nations that eillrcr
do not llilve Ml)\ quotas ()r whosc
annual qu()tas rcgrrlalll' go r,rnfil['d.
Such corrrrllies inclu<lc l,ebanon.
l-esotho. l\Iat ao, Mozanrbirlue, Pan-
ama, tllc I'hilippines, Poitugal, -fao-

zania, Taiwan, and Zinrhtbwe, as wt'll
as the [\.rsiiul (irrlI st.rter ,,l Kuwlil,
()man. arr<l Qatar.

To help i(lentify illegal rextile/
apparel shipnrents, thc flS Cr.rstonrs
Servire in.luly 1990 initiatetl "junrp
teams" ol LlS governrrrcrrt ((rllnl{,d-
ity and trarle experts. Ihcse tearrs
are dispatched rsithout notice to
suspected tIansshipnrent krcations to
deternrinc il textile/al)p:rrcl produ( -

ers lhere really exist arrd have the
plant t irpat ity to \{arlanl lhe !olurne
of shiprnents attribtrtcd l() the c()uo-
tn. One sur h tcam selt t() H()ndurls
early this yeal found that 24 nrillion
shop towels that had t,rtered the
[]nited Slatcs labele<l as Hondurarr
products rcpresented nrore than
lwice lllat (()uDtry's relcran( nranrr-
lacturing capa<ity. A<torcling to flS
officials, nrore than $tl5 nrillion
worth ()[ (]lrinese textiles shipped l()
the []nited Slates irr l{}9t} were
Iraudulently nrislabelc<l as to c(,r.ln-
tr,v-of-origin. 'lhe grxxlr nr()st ('(,nr-
lnonly involve<l were .ic.rns, shirls,
and jackets.

The Llnited States has held con-
sultati(r)s ir'ith China (nl lhe trans-
shipmert issue nearlv hall a dozen
limes l,rithin (he past l0 in(nrths. In

I)ecenrl)r r l{){)0 arrd ft'brLrurv l 9l .

the ()r)tnrnittee Iirr tlre Irnplenrenta-
tion ol- Ii'xtile Agreenrcnls (CITA).
thc intcrrgcnc! g()vclnlrenl b(xh
tlrat superviscs US inrpl<'nrcntation of
1l)e MIA ard tlS bilat<'rals, oltciallv
dcterrnincrl that (lhinl had illegallv
shippe(l t('xliles/appil.cl to the
Urriled States and dire< ted lhe C()nr-
nlissi()ner ()l (lust(xrts t() (harge the
anrounts involved against Ohina's
l-q90 qu{rlas in solDc l{) (aleg()rics.
(itxrds Iirl whirh l1){)0 qu()tns were
filled uerc charged rgainst l90l
qu()tis.

Chinesc authorities blanded the
a(lion "high-lranded" iln(l hinted at
negativc ({nlsequences lirr US conr-
lrlDi(\ irr (llrirr:r. Nr.rcr tht.less. irr
early March a Ministry of l'oreign
llconornit Relations antl 'frade
(MOFI.:R]) spokesnran, while not ex-
plicitlv aduritting xlry wrongdoing,
annoulce(l that Chincsc oflicials had
issued a scries of instnrctions to tht'
lcxtile se('l()r'. One ol thc prinrary
directivrs w:rs a ban orr shipping
lextile pr'(xiucls-in<luding tlrosc
rlade rrith a foreign paltner-ro the
Llnited Statcs via llrir(l U)inls.

But tht're is alreadv doubt over
how efli'ctively this dire(tivc can-()r
will be-irnPlerrrerrted. In late Junc,
the Ulitc(l Slales c:rllcd f()r yrl
another ((,nsultation orer an addi-
ti()nal 210,000 <lozen Pit'ces of alleg-
edly nrislabclccl go(xls that (,riginated
irr Chirra. In tlre mearrtinre. the LIS

L()verDnlerl. in ordcr to lrelp deter'
illegal tr artsslriprnents, has report-
cdlr lrt'err r lrsidering rct'king t rirrrr-
nal indi( tnrents against American
importers at'cused of ( ()Ilsl)iring with
(lhinese nranufaturers to ship falselv
labeled clrthing l() tlre Llnited
States. 

-Janles 
1,. Kenworthl
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A lO-year phase
out of MFA quotas
will probably
emerge as a
comptomise when
GATT textile talks
resume.

Rochy rodd ahead
With rro inrminent breakthrotrghs

expe<'ted 1-ronr thc []r_trgrr:ry rourr<1,

US-(lhina textilc/app:rrel tra(lc,
cushioned bl exlcusiorr of the lr'l FA
an<i the trilateral, should be lirirlt'

pt'rt t'nt <lurnping tlutr' orr suth inr-

Ir(,r-ls. (;(x'l/ clairDs thc rlrrtv rcsrrltcd
in tlrt'lrss ol s'cll orcr $.100 rnilliorr
lo []org K()trg intlrstrl, in<lurling
nrarrrrlut lurcrs, slriplx r's, and firranrc
houst's. ln lateJrrlr lll{ll, thc [lorrg
Korrg gorrrrrnrerrl rcli'r'red tlrc casc
l(, tlr(.(;cncral AgIrr'rrrr.nt on IaIill.s
an(l Ii il(l( 1(;A l'l ) lrr t i-<lurnping t ()rrr-

rniltcc. shith nrust rrirk('a d('lrr-
nrination xithin lllrcc rr()ntlls iI tlr(.
tw() si(lcs lt:rve ttot settletl the issrr'
lhcntsclr't s irt thc rncanliutc.

Thc lair' Iia<le l"urrrl. rvlrith tol-
le.tetl jrr.t \lr\ i'l III\S:-)00.lllrll. r\
rros lrt'in,.l tr:rrrsli'rrrrr'rl Jrr,rr :r Irri'
\'.rr(,-s(,( l"r' lr' l l,ultlr -sc( t(,r' irilr,r-
tivc. lwo srhetttts ar'c lxing corrsirl-
crc<l lrv thr g()\'clnrl(.nl lrrrd learlirrg
platr.rs irr tlre intlrrsrrr. 'lhc first
inr'olr'rs irrrrcasirtg tlrt fee Hong
Korrg corrryrrrries llrst I>a\ tlle g(,\:
ernnr('nt lo buy, r"t.nt, ol sell tcxtile
qu)txs. 'l he a(lditiollrl nurney rvorrkl
go into a spt'cial Irnrrl irdministetcd
bv thc gorerrrrncrrt to deal rlith
tcxtilc-r'cl:ltrd issucs; i.c.. drrnrping
cascs. whiclr ar-e t'rgx rrsirt to deli,rri
ag;rinst. Ih<. setrrrrrl schcrne worrld
in\()l!(. ir(reasillg lh(. expolt Icr'1.
shith .rlrtldT lirtrtlr ollicial Horg
Kortg Irlrl^ing (lli,rts. N()$ that
rrcg()l iit I ir)t rs rrvcr cxlcrrsion ol'lhe
bilateral arrcl 1!ll.A arc o{ct, th('
g()\'cr-r llr(.rl an(l I)rivatc sc(l()r'
shotrltl srxrn tcach a dccision ,rrr

lhit lt sr ltctrte to adopt. -PB
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tas over a l0-year peliod- This perirxl
worrld l>e divided irrt() three tran('hcs-
each of which wotrld see quotas
liberalized according to a 6xed lor-
rnula. 'I'he prop()sal (()nditi()ns thr
eliminirli()n ()f the MIA on exporting
nati()ns' inrplemenling enforceal)le
nleasures t() prevent <lunrping. intel-
lectual property in[ringenrent. and
use ol- export subsi<lies. It also
requires theDr t() ()pen thcir nral.kcts
to US pr()du( rs.

The rleveloping nations, supported
by China, would pre{i'r quotas t() be
phased out rnore <1ui<kly. The lluro-
pean Oonrnrunity, however, has 1>rr>
posed an even slower tinretable tlran
rhe Unitecl States. It rhus appears
probable that a lo-year plan will
eventuallv enrerge as a compronrise.

stablc il the short terrn. Neverthe-
less. dillicrrlt tinres srill lie ahead Iirr'
the tlS-(lhina textile lrnde, and nrarry
irrr cst.rs exporterr.rlc rrrrrried (rer

box)- -l-he Whitr H()use has stated
that the Uniled Statcs will ckrscly
nronitor (lhinese textile shiprnents
for [iaudulent labelling and illt'gal
entn, an<l rr'ill clrargc suth g<xrds to
China s current arrd lirture quotas.
ln arl<lition. sll()uld tlre US Trade
Represr'rrtative s Slxr ial 301 irrvcstr-
gation-or potential l]0I investiga-
ti(,n (\// l). l0)-re\lrlr irr tlre irrrp()si-
ri()i ol US sancti()ns against Chinesc
exports, tt'xtile/apparel goods could
be a likely targel. '[hus, US firnrs
sourcing textiles/garrnents lrrnr
China will have t() nronitor the
situari.rr r loselt. t

Defenning H*g Kong's Tbxtile/ Apparel Ind,ustry
7-!-! r'rr.r 'tt hctrrr rr Ilrt' ['tritl.rl

I \t.rtr'r irn(l (.lrir:r "re! tr'\til('I 
"1,1,.,,.1 

tr'.rrl( inc\ir:rhlr :rl-
fects ]long hong. ottc rrl thc sotki s

leaditlg aPPaIcl .xlx,rtcrs and rlrr,
l.rrgr'rt l,rrcrgrr rr!(\t,'r rn (:lrir!.r'\
lexlilc in(ltrstIy. 1hc glrrrncnt itrritrs-
trr is I lorrg Kr)ng's l( rl) cxlx)t t rillncr,
rtitlr rkrrrrcrtir r'\ln'r ts lrt'nrBit,g ul
orer $11 billion irr l1)110. As tS
tornparrics rre th( lilrgcst fi,r( ign
inveslolr irr the sc(l()r-. thc\ stiln(l lr!
lose rlrorrlrl US tlirPlt'asrrrc rvith lrotlr
(lhina s lnrl [Jrrng Krrngs ttatlirrg
Practit t r nraterialirc irrt() c()ntlctc
satr(ti(, \.

'fir hclyr pxrtcct tlrr IIong Korrg
text ik,/.r PPa rel iD(hrstr-l'$ int(.r(,sls,
thc ll,,ll.i KortB l.rP,,rtr.r. Arrrr r.r-

ti(nl c:rr l\ lhis \'car srrlir itcd r onlrilru-
ti(nrs fr-r)r)r r(:\til(. \llil)l)ing, .rn(l
()lhcl scrvicc conrlrauicr t(, Ii)r'llr thc
l':rir 'lrrrrlc !ttnrl. .\r ,,ri,iirtallr t rrrr-
siorrcd lrr Iirundt,r llrornas ()rxtz,
the Irrrr<l r'ould lx'rrrcd to dclcrrrl
Hong Kortg's crprrrts against r ur iorrs
extt'rnal thleals. (.hicl anrong tlrcsr'
wcrr. lxrtt,rrtial ['S rvitlrdrar,ral ol
(lhirta s l\lost Firrrrrtrl Nation (Nl fN)
stattrs. tripiration ol tlrt \lulti-l'ibrc
Aglt'rrrrcrrt (Ill-,,\) arrrl the H{'nll
Korrg-[ S l>ilateral rritlrorrt an altcr-
tt.rlc ttrtcttt.rliott.rl .tNt'e(,utelt. ilntt-
duntpitrg r halgcs irgairrst Htxrg Korrg
cxp()r'ls, nnd accuirlions lhat H(,rrl.i
Kotrg t orrtpalies r ollalxrr ate s it lr I hc
(.hinr.st, ro aroitl ['S tt.xtilt. quotar.

liro ol th<se issrrs rrorv no Lrrrgcr

retluilc dirccl actirlrr. lhc ltl l'-,,1 lrar
becn rxlclded thlorrgh l1)!)2. arrrl
HortI kortB rrtrrl tlrc t'tttt, rl St:rtc. irr
Jrrlr agrtrl to cxlt'rr<l the t<'xti['
hilatelal lrrr lirur rtars. Ilorrg Kortg
.tr r elrtcrl .t sliglrt ,I" r r'.rrc irr itr
()velall (llr)t:l tr) hcll) (,llset a (llr{rrir
irtt r'r'asc lirr lirrktr', ulriclt rvlrs t'r-
rvarrltrl lor its rorrlxrution rltttitrg
rh(. (;ull \\':rr. Ihc l\ll'\ issrrc.
nrealrrtlrilt'. rr()r\':rl)l)clls to bc ott tltt'
back bulrrcr ol fTS lawDtakers (.lr,r P-
Irlll

Ar l:rr as qu()r:l crrsi()n is a(!l-
ccrncd. ['S (]ustorrrs Scnicc arr<l

H()\'rrlrl(,nl ollit ialr hlr <' r'tpor lcrilr
slale(l lll;rt rlrer art satirlitd $'ith tlrr'
Ht,ng Kr,rrg l{()v('rnrrcrrt s elli,rts l(r

PIc\('ut ill('gal trattsshiprncnts Irrrrrr
(llrin:r thlotrglr rhc rcrlit(,r-\ ['n(lcr
Hong Krlrg latr'. kxal rrrarrttfatttuctr
nrust ayrPh Iirl lir t'rrst.s brrtlr to
inrl>ort grxrds ftrrrrr Olrirra and cxlxrlt
th( r)r irhr()a(I. _l'his rixrrrrrerttatiorr
carr lx. rhccked lrr Hong K<,ng
( llrl{,rr\ .ll.l( Illi' rl rllr'g.rl tr.rtt.rlttP-
nretrls trr strspcr'tcrl. l_lrt nr:rxirrrrrtrr
peualtr lirr giving a Ialsr'('ounlr')'(,1
origin whcn applvirg li)r'an exp()ll
liccnre is l\rr) !elrs irt jail att<l ir

$5{)0.(}00 lirre.
I)rrnrpirtg rtrargcs art norr' ptoha-

bl1 tlrt'clricl ('()ut.crn ()l Hong Korrg
tcxtilc/ill)l)arel exlx)rlcr-s. In l lll{)0
case- [iS olliciels rlt.tcrrrrirrcrl tlrat
Hong Kong nrarrrrlar tttrers rst tt'
drrrrrpirg rrr.rrr-rrr.rrk' lrlrrr rwr:rtrr r irr
the Ilnil.(l Stalts, irrrrl irsscssed a i.ll(i
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fflhere are m()re sewing ma-
I chines in China than there
I ,.. p..rple in rhe United

.I St.t.t-a rantalizing fact if
you are the world's largest patrern
designer. Perhaps even more strik-
ing, patterns are a relatively un-
known-but increasingly welcome-
commodity, thanks to the New York-
based McCall Pattern Co. Starting
fronr near scratch in 1988, McCall
has steadily increased sales and now
crffers over 300 current styles from
which China's newly fashion-con-
scit>us popularion can choose.
Though the company's China opera-
lions are not yet profitable, its
management takes a long-term view
of the market. President Robert L.
Hermann sums up the Mccall atti
tude with a Chinese proverb: "He
who uses a long line catches a big
6sh." Currently, McCall expects to
break even in 1994.

Lou proft margins , , ,

Ir (llriua, l\lc(iall pt'r'tcirt's ottc ol-

tlrc Irrr.rl Ir,rtttrcrr ol gt'orrtlt li,r rt.
prrxlrrr ts. grrtrr r.rprdlr t't'irtg in'
ronrts rrnd dt'rrrarr<l lirr nttxlct-u,
stvlish t Lrthing. Ilrrt belirrt'tler'oting
itsclf to tlevclopirrg the (ihina rrrar'-

ket, t lrt' conrpar rt' r'onduct ctl a tttat kt'l
l( rr irr lul\ l llt{; l(, ,,l.rrx( il\
patt('r'ns' salcs p()lcnliill.'l\r'<'lrt' dc-
sigrrs lclt' plar crl irr two dcpu! llncnt
st()r(.s-()rle ca< h itt Bcijitrg alrd
Slrarrghai al|<l sal(s a(tirit\' \r'ns

rrrorritorcd Iirr rrro nronths. Sitlcs
to14x'rl ll00 rrrrits lx'r'nrolth irr both
sl()r'cs. I)r()nlplitlg M((lirll l() lautlch
its Iirst lull-scalt'salt's eflitt irr April
l!lr{1.

Itr(lall is tlrNCrinl.l url)an \rr)orel
Irctrrclrt tltc .rHls ol )ll)-411. .rIrtl rts

Project Notebook

Sewing Up the China Market
Noael marketing and, promotion techniques are m.aking McCall's

patterns sytwnymous with home seuing

Paul Condrell

Thus far
ttccall has
invested ovet $t
mlttlon ln talnlng
and supervislon,
sares, lnvenluyt,
suppries, and
pnomot on.

\u;rtcln' call\ Ior gla(lu.tll\ l)tlil(litrg
rlirtrillrrtiorr lrnrl sales *ltilt vigor-
orrslv prorrrotirrg rrse ol pattr'rtts
(:ll, r( ll\, .rll I,.rlt(.rrr\.ttr'Ittltlrrl ttt
rlrl, l'rrucrl \r.rr( \. l\lr ( .'ll h.r. rr'Bi'.
tcrcrl its lrir<ltrrralk irr Errglislt an<l
( lhirrcst' irt l)()lh tll(' r'Lrtlrirrg att<l

plirrtt d nratlt r t atcgorics. lts rlt sigrts

arc rrot copvrightt'd, hrrt tltr specrl
sith *hiclr ncrr desigtrs :ttr' ilttro-
rlrrrcd an<l tlrr llrrge crottotrtits ol'
sr rrlc ol pt itttittg [)r'( \\( \ ir('t its

rlirirtcrrlircs to lxrtctttial pir att's.
l':rttt'rrrs arc shippt'tl ltonr tht'

Unirc(l Srarc\ ria a Ohirrcrc itttp()lt
ag(,nl t(, Nl( ( l:rll suPpoint<rl<listrilrtt-
ror', tht' llt'ijirrg (ialrtx ttt Rcst'arch
Irrsritutc. l lrc lrrrtirtrtt st'lls rliret'tlr
to <lt parlnrcrrt rtores an<l fabrrt
rr't.rilt't'.,,'tt .r,,,rrsigrrIrr,'trt lrurir
()rrlv- l-ach storc l)als tlrr'lrrstitrttc

I\nl (itulrtll i\ pr?sil?nl rl lht l\'? l

linh-haled l'..\. (:hina l1t ?\tnP t
()trl)., o (ontfa l spc(iali,.it/{ in lh?
nutrktling of .onsum?r gootl.\ i Ohitut.
()twlrell aul hit uiJi. ,\krt lltndersotr
(),rulrcll, hutt nrururytd .\lr(,tll t huti-
r\t tu (:htrrJ \tfi(P ill t t'rUItn tu

t9u7.
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(|r(r il nr()rtlr l()!'lhc lralterns it hirs

'okl: tlrr' lr.trtrrtt (l('(lll( t\ it\ rrr.lt'llrtr
arrrl pars llrc irn;xrtter. wlrich in trrr'n
lravs Ilc(i,rll irr Ioleigtt crrltange.

l he (.hirrt sc distribulor is rcsporr-
sil)lc li)r $llcll(,llsirrg. Lrcating atttl
stlling to rr(t\' st()t-('s, sltiPPing attd
lillirrg st,,r'cs or'<lerr, ortleting p:rt-
rt'rns Irorr thc [lnitcrl St.rtcs. ftrllill-
irrg nrail rrrrlct's. atttl torttplcting salcs
r(,lx)tts. -lir cDsrtre lltal thcsc tnsks
alc perlirlrrrc<l wcll. l\lr (lall has hircd
two Anreric;rrrs r() llilir Inslitr.rte stilll'
:rtt<l strpr.tvist ('trr\ ;r\l)(11 ()l tllt
olrcratiorr lr onr tlrt start.

l\l( (lull l)irn('!'ns r(tail l()IYl).()0. rrt

irlx)ut $2-(,rl! orrc-tltitrl the artr-
.rgc I S rct.ril ptirc Ilrc lrtl plitc is

ont'ol rrranr lactot's cortttibuting trr
Ilr(..rll \ ncA;'ri\r t.rsh ll,'s. lltttr l.rr
th corrrparrv lras irrvcsttrl ovtr $l
rrrilliorr irr Illining :tr(l sttpcrvisirrtr,
salt's. irrvcrrtolr', supplies. and pro-

. , , but high potential sales
aolume

_lhe 
lrurrl:rrrcntals ol thc patlcrrr

rrrrrlket irr ( lrirr.r alr' rcsottttdinglr

lxrsitirr. Arr cn()r'nr()us \clc(ti()n ()l'

ittt's1x'ttsivl I.rlrr ir s rs ;rrlrtl:thlt itt
rnost r itics. lrrrrl neallr ('\r'rr' (lhirr( st:

Itottte has a scs'ing rrrat hint'-r'ct ttrr
rkrrrrestir roruPaol speciirlires in IJal-
Irrrr pr-o<lrrrtion. Althorrgh in thc

l)ltsl. (ilrill(s(.-l|ra(l( l)ilttclrls Illr\t'
appearetl itr stot'cs itt ( itrartgzhorr arttl
Shanghai. lhcr *erc ol r r rrde dcsigtr
.rld sll()r't-lirrd. I_hr rranufitcttrrt r s

t otrkl pr ir t l)llttcrns, hut st'Lc tttltlrle
l() rnakc tll(lrr in sl\lt's t'uslontcrs
rrantetl.

Ilc(.all's orlv corrrpt tition art' thc
rrlriqrritorrr t.rilot. r.lr,' i nrrl) ,)ul it)
thc flcc rriukel s. (;o\'crrlnr('rrl-



{,r!llc(l t.liI)rirg st()r(,\ (.llrr()t eflr( -

ti\('l\ ((nrrlx l( lor tlrr' (lhirtst' Itrsh-
iott cttstotrrt'r berlrusc tlrtr ale sLrn
(r)r'(ler\ (al lllkc up t(, tlnr. lrx)ntll\
tr, litlish) rr(l lcD(l t(, r{(,r'k ir olrl} il
Irrv stvlcs, slritlr alc ()licr outdatc(1.
lhouglt sorte pliratc tailrrs do arr
.rr rr'lt.rltll i,,lr.rt .r rr'.rrorr.rhle Irrtrr..
lhe\ Brlr( r.llll Itar'e a rltrbious rcprrla-
ti()n f()r (lunlit\'. I'atlcrls. ilr torrtrast.
:rlli)r'(l rlr( rs ( (,nlr()l ()v( r' tirnc. qrral-
itr. anrl Iit. n()t l() rr(,nlir)n l()wt.l
(()sts xrrd tlrc satisfattion ol accor|l-
plishtltcul.

(iivcrr sur lr r onditiorrs. it would lrt.
llalural l() crl)(,(l sales to rkyror'kt't.
llrrt Iar I rrl i ()rrl,t'trti()rr rhrs lr.rrc its
rlorr'rtsi<l< -r 

otrsuntcr s lur(l ren(l()r \
ilr(' unlirrrili l rrith thc produr't.
()\eI th(. lir\t threc v(,aIs. tll(.reli)t'(.
lll<(l:rll s lras lrad lo nork olc ()n (,1(.
wilh ercr\'()nr li ()nr (lrt. rlist r ilrtrtor trr
lh{ ( urt{)tttct' l() rdu( ltl(' th( nr llx)ut
thc berr(fit\ (,1 paltcrnr.

llrt llr.rjiug (i.rlrtrcrrr lrrrrirrrre's
stall lr.rrl tt,r rrlcs ,,t' rlistrilrtrtioD
cr|,r'rirrrrr'. .rrr(l t)r('(l((l itrslrrr<'lir,rr
r(,1 .iu\t ih tlrc pr'a(ti(ll :rspccts ()l
r rrtrlrllrl.l ll!( lrrrrir|( s'. lrrrt .tlrr' rlr
irrstillirrg a I)rr)lcssi()nJl w()t'k ethi(
arrd dcalirrg nilll (usl(,nrrts. At filst.
Inslitrrt<.tlilcctl)r's we it' skt.lrt icul that
l)atlcrrls trct('.r viahlr lrIojett. brrt
f('(etll sill('s rl)ltttnt' hlrs (!arse(l alll
rlorr bt s.

Oorrr inr irrg nranagers of (lhincst.
Iabri( ilrr(l (l('l)trlnl('It st{)t(.\ l() car'!-v
thc patlcnrs rlits lhc n(.xl litsk. flnlik(
ntost ol tltr.it ({runt(,r'l)ltls at-()lln(l
the rvorltl, (ilrincsc tabrir st()re n!:rl-
irl{crs tcr(l to resist tltc !l()ti()n (,1

rlarkclinll I) lt( rns, ( liriItling th('\'
sltoultl lrt' (.r!'ric(l l)l \t()rcs scllilg
lxxrks or papcr protlrrrts irrstt':rd. lir
(()nlil|(( lhcrD of tht howr an(l rrhr\
ol sellirrg rritlr [aht'ir. Ilt(]all's ex-

piitliirt(,sli|ll pcrsonilllr l)ilr thc filst
sales tall trr t'a<lt slole, nrccting rirsl
r! ilh tlt('I:lbri( (lcl)artnr(-nr llanag('r'
irnd then Protecding t() lhe sl{)r("s
gcneral rrrarragcr. (Thc a()rrllir(t itself
is rnadt' be[vcen lhe \t{)rc iurd lhc
(lislribrrt()r ). 

-lir clinch th(' (lcal. the
st()res are otli,r'cd start-up str)(k. Iice
ust' ol displal case anrl rahinct, an<l
{rt'e poslt'rs an<l adver'tisilrg sr.rppolt.
l.rr'rr tlrt rr, nr.lnI nrln.l,{cls r orrrPlairr
thilt patlrlrs rlon't bring irr crxrtrgh
rn()ner gi\'cn thc c()unlcrspace the!
rcquirc. [.vcrrluallv, ll()r\(.\('1, the\
lcarn that along rvith ea< h $? Patterrr,
thcy will likcll sell $10-ll'r w(,rth ol.
I a bric.

Onac thc !clailel hirs agreed l()
( ilr'r-\' ils pirtlcrns, l\It (lall rrext works
i,rilh tl)c salcs staH. !,ach clcrk
rcr cives irr<lividualizcrl tlaining, an<i
a IU( (:irll reprcsenllri\c acluall!
\l.rnd( ht.lrn(l tlrc rorrrrlr'r rritlr hirrr
or her ()n thc first da\ l() g(.t (he clerl
c()nrli)rlirblt: xith the prrxlutt. \larr-
lrl{('r's al'(, sll'i( t about whut kinds oI
irrtentivcs thcl will rllow l\Ic(lall to
offcr thcir stafl. frrr ftar'()l ar()using
tlrl jr':rL,rrrr (,1 oth(,r \.rlc\ ( lerls rr
the d('PaItrIlcrt. lJul \rith lx.rsislen(c
lhe) ()lten all{}w s(,ole lx'rks. suah ns

['rce or bclow-cost pitltct-tts, frcc
lx )st ers. r)r' i\lcOall's gkrssr rounter
(al:rl()8ucs.

l-hc bcst r lt'rls tcn(l t() l,e i\()nrcn
u'h() ha\'( nrade i nurnber ()f girr-
orcnts ll()ul l\lcCall patterns anrl
rrrjov scllirrg tlrcnr. (lhinrst <0nsurrr-
ers are olitn skcl)ti(al rtl lteti things,
sin('e lherc ilr('trlaDv fak(.an(l sh(]d(i\
Prodrrcls (,n lhe d()nr(.sti(. rnarkct
l)xperiertt r'<l clcrks, h(,r{('\'( r, ('iru
:r(l(lress ( ()rr( ( rrls aborrt sizing, plrxl-
rr( t qualit\ arl(l casf ()f lrs(., illl(l relll-
lr,r t < t'trrtotttr.tr'(()nfulcn(c ll tltcit'
scwing abilin 'lir hclp bat k thenr rrp,

l\lc(lall has irnplenrcrrtcd :r nati()n-
*i<le pulllir tclatiolts carrrpaigrr.

Reaching the mosses
'I'he purpost.rrl thc tiurrpaign is ro

irrr'rcase lrrrru'lctlg(' n()l ()llr ol
llc(lall s Prrxlrrcts. but ()[ ll()nlc
\(\irg ill XC'lcr.rl. I'll. r.rrrrPaigrr is
t-urr hI th(. lxal it'pr'cscntativt's,
basetl ott ar atrrrrrrl btrrlgt't st t b1' US-
bnscd ntanagc rrrt'tl t.

Iir begin trirh, nrrxrrrlightirrg (ihi-
rrcse journalists havc l)ll(c(l hun-
rircds trl alticlcs in I(xal-nnd sonrc-
tirnes rrxli()nal-ncwspaptrs,
(overing lllr pr()dual lIrrD evcry
angle. S()rr( sl()r'ies aJ)pcilr ()n thc
lrttsiness pag<. discrrssirtg how well
pattcltls lit (lontesli( tltilt'kel needs.
irlrile ()tllct's appear on thc srrler/lift'
l)agcs. li)r'('( :rstirll{ trenrls or recorrr-
nlending h()nrc scwing as arr irrt.xpen-
sive rr':l\ l(l <lress well. ()<casionallr
illticles ilplxilr orl thc li()lrl page.
nn()[lrl(irrH tllc pallct-ns iuri\al in rr

citv or rlt,scIibirrg lhc rDl}lr st-erre irt
the loc{l (l(,paIlnreDt sl()rc r!heD il
lirleigncr sokl flrrrn bchirrd the
( (,rurlct li,l :l (lJr.

In a<l<litiorr t() lhc llcw:rllaper
irr-li('les. scv('r'al d()rcrr vi(lc() seg-
rllcrlts h:lv( lrtcn prodrrrcd in co-
i)l)er: i{)!l r{itlr krt:rl Iv stati()tls. lht'
li-ll nrirrrrtt- scgnrents ha\'r in lurn
hccn strrrlitatrtl t() ()lhaI l((al sla-
tions ar-()!ln(l llre c()untr\'. (National
slalions hil\'(, gene[alll bt'crr arrridt'd.
ar the\ ()llr.r'a nr(}le rlirrr(}rl ra[ge of
llt ogranttttittg undcr lcss l;Irrrable
c()rrdili() s. ) I-llc segnlcDts at'c broad-
(ast ()rl cach l(xal stali()n s \ct'si()n ()l'
il plinre-liDl('show firr worncn.

( )n I lr'\(' rlt,,ws, I \ 1x r s, rrr.rlit ics
<lisr ttss <ltsigrr clroires whil<' pltging
lhr()ugh llr( \l((lall (irtnl()gue. fhev
lhcn la! r,lrl a lUc(lall's l)iltlcrn, (ut
thc fal)r'i(. \cw thr gilr'lnenl, an(l
nr(,(lel it. Srrrntlinrcs lh(, h()st \rill
nr('Dti()n whr't( the I)itllct!ls are ()n
rale lrxallr. l'hcse soli-st.ll ads, or
''infrr-ort,r r'ials," have bct'rr ten'sut-
(rssIul l() rlatt.. -Ihe 

dirv aftct such a

broadcast irr I ianjirr, ( usl()nrels
llrr'()nge(l t() llrc l(xill d([)arlntent
rtrrrc arrrl lx,ur{lrt 'l:t', I,.utent\-
plobablr a onc-dav record firr tht:
t ornparrv irrrtrvher_e irr rh<. world.
Sirles in Krrrtntiug I)epaltnrt'rrt Store
averitged ()vcr 1.500 [)itlr('rus per
rrr(,nlh (lrrrIll.l ir t I I I (. ( . - t I I I I I I t I I sefles
ol broadrasts. nraking ir rhe top-
sclling st()rc irt (ihina. l\riril ()tdets
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Iirrrrr r'lst'uhere irl Ytlrrrlnrr I)r(,titt(c
havt also jurttpc<l sittcc tltc progrants
begarr

lrr orrlcl to reinlirrcc the nerrspa-
peI ilrtialcs an(l lelcf isi(,r) slx)ls,
lllt(lall is also trrirtg to slt trp 1>trblir
rclati()n5 cvents nith tkrnrestit arrtl
forcigrr rlarrular turt rs ol serring nra-
chitrt's. (iir'tn lllc irrtcnsc c()trtPc-
tili(,r in tlrr scwinl'1 rtrirchit)c ar'(n:r,
h()tvc\'('r'. rl(,st rrratrul:trltttcrs wlttrl
t.r l)lrl,lri r/r' Ihc llrrrllrclrr'\\ (!l lll('tI
rrrat hirrt's rxthel thilrr the ( rrtlt ()l

se wirrg irr general..loirtt pronrotiotrul
ellirrts, thcr'clirt't. ltart vct to gct ofl'
tlle gt ( )un(1.

Selling by mail
Althorrglr \lc(lall s pattelns r(

cut,|'erll\ lvailablr irr ,lll stores irr lJtl
(ilics, llru(h (]l th( p()tcntial !rliltkcl
lics orrtsitle serri(('(l :lt-cas. Irr ()r(l( r
t() (lt( r tr) thcsc irrtlirirluals. \lr(l;rll
institlrtcd rnail-ortltr \rr\i(e iu l1)ll1).
Tirdav, rrrail orrltts arcottrtt Iirt 2{)

percent ol thc a()lrl)any s busirlcss.
Mail rlr<lt I is rrrll;r rr'iclclv acccPtcrl

rr'ar ol rlrirrg busintrs irr (llrina. so
lUt(,all is rrorking har'<l to establish a

repututior Ior spctrl. lr(auraa\'. a!l(l
fairrr<'ss. Staf] arc tr-ainc<l to t are [irt'
each oltlt'r as il it carrrc fi-orn a Ii icnrl
or rt.lalirc.'lhev ollrr Iiee te(hri(rl
:rssistrrrrt ll rttail atr<l Itandlc ttrs-
tornt r irrt;uir ics. lll()ugh lcss tharl (nlc
pcr(cnl {)l atrst()ln(t's report arrt
pr'oblerrrs.

lr' lrrrlrlit irt. tlrc rurril-orrlcl lrrrri-
ness. arlr displavinX Ixsl-selling (l('-
signs irt'c plare<i irr top (lhirrcv'
fashilrrr rnagazincs, arr<l a [i0-Page
colrr ratalrguc. Iiatrrrittlg ovt'r 100
desigrrs arrd a rliscorrrrt couPorr, has
bt'crr rlistlibute<l ria htxrk storcs arrd
hr rlail.

'lir oltlcr a pallt.r l fronr tlx'
('atilL,Elrc (()r li'(lr il nragazinc a<l),
(jhin(s( ()l)trirr prrstal nronel or<k'r-s,
rshit'h rost onlr lirrrr ((rrts ln(l ()n('

perterrt o{ the anx)unt spent. _l'hc

custonl(r lrlites th( pallrrn's desistl
nurrrlx'r iur<l dcsircd siue right ottto
the nr(rlc! ordcr', an<l the I)()stirl
scni<r <lclivers tll( rn()ney ()rders
dircttlr to lhe t](iiinli (iarnrcrrt Re-
st arch Irrslitrrtr'. I'atterns sol<l
throrrglr r :ril ()r(lcr'(()sl lhe snrx. ilr
th()sc si)l(l in storcs; thc exlra l)r()lit
lh(' (lisn ihut()r nrakcs hy cultilg out
thr. lctailrr rr()r( thilrr c()vrr'\ thc
p()srll{c rnd hanrllirg <hargcs. Orrr'
reDlI\. tlr( lnslilrrlc rcceires ahottl

itcGall has
plod/uced severa,
video segmenls
ln which TY
personarit eE tay
out a ltcCall's
pataeln, make the
gatmeirt, and
ntodel il. After
a bloadcast
intianjin,
customers sel
a onday sares
rcco'd tor lhe
comPany.

100 ()r'(l(.r's a dar, r'lrirh lt< 1rt,r-
ct rsr'<l an<l shipperl orrt r ia rcgistct't tl
nrail xithin 2-l ltour'. I\lc(lall ht,pcs
its lrr.rrl orrlel lrrrsrtrcrr rvill ltr'lP it
gain a<'ccss t() tlrc larg( ;roprrlatiorr ol
(lhincs<. *ho lirc,rutsirit' tltc ti{)
largcsr t itics. shcle it plarts to
nrarLt't its patterns <lir<'< tlr.

A pattern for success

Nl( (:rll'\ persevclarrce arrd Prr,rrr<>
tioual t llirr ts irt ( lhirra at c piu'ing {rll.
Salcs pt'r st()[c lr( alcraging wtll
;rhc;rrl ol []S rales. $ith thc lx'rt
(lhirrcsc strx'es uolltl lt'a<lers ott;r
trnits-sokl-pcr'-vcar l,lrsis. -[-hc l()lill
ntrnrbcl ol patterns \()l(l in l(l(10 hil
lllll,{lOl)-ulr lrorrr ;ttst :}0.lllll) ir)

l1)tl1l-an(l is cxpt t tt-<l to hit
Ir-)ll.(,{lo rlli\ 1c.rr Nl'rtrthekss. it
will lak(' stayirrg lx)r.!cr, conlinl((l
pr('rrt,tir'rr, .rrrrl irrrpl,rvcrtrertts itt
prrxlrrt and nrarl('tinl{ stralrgl l(,
.()ntirue this [ul( r)l gr()ntll.

(:lln rrrtlv. Il((:.rll pxtlen)s in
(ihina rirrly gent'rit stwirrg guidts
that cxplairr lrolr to ust' the patlc!r)s
rvith pi(tules anrl s!rrrbrlls, r-itlrcr
lhan w(,r'ds. Tlrcrt art' no (lhitrcsc
instltrt tions spet ilic to circh p:rtt( r-n.

But irttcl hostirrg a prom()li(rlal
lashion shrrw attend('(l l)) s()rrc 1.0(]0

Lucsts-nrant wraling clot hirr g
ther'rl rrrarle fr.rrr \lr (iull Irattlrrr:'
last spr irrg, Hcr-rrrurrn instrrrclc<l

l\lr(,all s (ihi a l(lltlr l() tran\litlr
spt'r'ilic strring gui(l(s inl() (lhilrcsr'
and hcgin prinling (.lrircsc chxll(-
trls oll llrr patlcrrrs thenrst'lrts.
'fht,sc rrrt.irsrrres slrorrLl lrt'lp Olrirtcst'
ser!( rs gct llr( rr"\l r'rrt ol tlrcir'
puttcrrrr lrrrrl lxx)\t lh( r,rttficlt'tttc,rl
Iirst-tirx brrrers. Ilrt ;'ttitles sill lrc
pt rtttcrl rtt (.lrirra. shiL llrr. IrIrr.es ttt
lh(' llllil( (l States irrc hcirrg rctrxrlttl
to arlrl (lhirrcse l() r'itch pattenr. 'l h(-

nc*'linc ol 1r'arrslalt'<l l)i{ttcrns lr'ill l)c
()l thc urnrLct irr Il.rrr lr l1)92.

..\n',llr( r r I t l r 
' 

, \ . r | | , 
' 
t r irr llrc \,,t k\ r\

t,r Ix girr rrrt rr'lr.rrr{li\rrl,.l ILlttcrrls irr

Ohinrr irrrlcpcndcrrtl\ r)l lh()sc x\:ril-
ablc il tlrl LInitc(l :itnlc\. (iurrcrrtlv,
\lr (i;rll slrrps,rrrlr rr,,rrrcrr'rtlcsiIttr ttr

celtairr r att gorit's, ;rrrtl t ar rics lhost'
rk sigtt. ,'ttlr .r. lorrI a' llr( t I.'IrrliIr
(ru't'(.nl lt tlrc ['nitr,ll St.rtcr. I]r'girr'
nirrg rrcxr rear, Nlt(lrrll \!ill use srles
inli)rrliltir,u lr-rrrrr (ihirra to st'lcrt
slrir lr ,rl ir' 8l)ll rh.sigrrr .rrt- rrr.rr irr

dcrriul(l lllere; paltcrn salcs h;rrt
slrowrr tlrat therc is ir IcDra!'kilbl('
<-olrtl:rlion benvccrr ttcrt<ls itr tlrr'
I'nilc(l Slill(s arrtl (llrina. btrt thtrt'
rcnrairr sigrrilicanr tlillcrcrr<es r.lrir h

nrakc it lollr t(, (;llrl cri(tl! lhc snrlr'
lirre .rs rrr tlre ['rrrtcrl Stlttts. r\ ltrtc
spcciallv pit kcd lor' (lltirta will allrw
nt<rt'r' <'lliticttt trst ol rvatt'llrust arrrl
st()rc ((,unler splcc. less ohsoks-
(cn('('. Il)Pt irl t() a l)r 0lr(lcl nunrl)cr ()l
piltt('r r uscs (srrt h as t ltildrcn s att<l

t-tall (l('signs), artll tlrt' abilitr to
retain bcst sellers elcu alier thel go
()ut-r,l-(litc ill tlrt ( Initcd States. I ltt'
sarnc nrrrrrlrr'r o{ rlcsigtrs rrill llt'
availablc. lrut thc\ $ill lx.th()s(.rr('sl
responsivc to dcntart<1. ()rlcc th('sc
pro<lrrcl irrrprovt.nr('nts arc in pln(c,
l\lr(lall rnill expautl <lirtlibutirrn into
sl()res in 10 mort'titics arl(l url(l(r-
take r!()l'c nat i()!lal I)ronx)li(,ns.'l'lrt.rc is rro dorrlrt lllilt srles l{) (latc
havc bulclv scr'atclrt'rl lhe surlac(.
Tht, (lhirr<sr go\r'rnrnclt, at tirles
host ilc to (,thcr (()rrsunrer-pr(xfu(t
irup()lt:', lras gcrrcrilll\ lr(.en sul)lr()r'l-
itc ol l\lr(:rll r (llotl\, t'c(r,gri/ing
tlle p:lltcrtl as a tc(hnr)l()gy lhat ( iul
bc ttscrl trr absotb llrrhiorr trends artd
('lrllillg lcchnique\. Ilor cover, rrsc l)l
patlclls l)r{)nn}t('s rrs< of (lhirrcsc
fabric, tlrrca<1. illl(l saNing n()ti()ns.
Wilh l)(,th g()v(,r-rnr(.nt arrd ptrblit
srrpport, l\lrOrll lxlrr.tr'\ tlral (:lrin:r
sill r'rt'utualh betrrrrrr'a rnirjor rrrar-
kt'rPlar t, lor its pultcllt\.
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A partrrer in China's frlture

" United Technologies Corporation
is a high-technology partner in China's

economic development.
As a leader in international markets,

we have made a commitment to a
long-range business strategy for China.

We are using technology transfer
in support of economic reform, and

have broad-spectrum involvement

in China through our operating units."

Jonathan M. Schofield

President

United Technologies lnternational Corporation

Pratt & WhiUey aircraft engines Carrier heating and air conditioning

Otis elcvators and escalators Hamilton Standard aerospace systems Sikorsky helicopters

M YHtLl,%Lo'Es



I-effier from thc Presid"ent

Tb ensare Senate suppot of uruonditional MFN rmaual for Chirn,
fuesidenl Bruh commiuzd tfu Administration tn tahz strong action

an otha tradt-relalzd China issttzs. US fusiruss mtst thtu dzal
with tfu pssibility of neut impdinwnrs b hadz nm whib thz

MFN dttute lingm.

MFN Fight Not Over l6t
/-f!ltl hrrt r,trrrrrl irr llr( l).trrl,'

I orrr \lo.t l;.rrorttl \.rtioIr
I rrl[\r trrrtirtr.{ 't.rttrs l.r'

-I- (ilrirr.r i',,rcr..rrrrl plos;x'. t'
Iirr trcrrlrral su<rtss ltrok goo<1. Ilrrt
rv(.r'( Il('l lronte Itrc rel. R()llr tlrt
Horrst. arrd Senatc rotcd t() lttx( h .r

krng stt irrg of colr<litiols ort rt nt r,tal

ol I\ll.N rtcxt ycar,lrrrt tlt'ir5-{.1 r'ott'
in tlre Serrate is Iir slr()r'l ol tlre tw1)-
tlrir(l\ rruj()r'itv Il(.(((ss:r'\' tr) r)\('r-
ri<lc a prorrrised prcsirlcntial rcto.
'l lrt, anti-\ll'N [irr'<cs lrtualll turrrcrl
orrt to lrc lrwel irr rrrrrrrlrt.r tharr rrost
analysis pl edi.lc(1.

,\ Lcr lector irr lh< Scrrate rrrtt w.rs

the crt h;rrrge ol lctt<,rs bctrrccu
Selator' Ilax IJaur rts (l)-II I) arrrl tlrc
Pr csirlt rrl. I-hc l]:rrrr rrs k tter- $'lri( lr
was ro-signed l)v l5 scnat()r's, a(,n-
cetlt'<l thrt tlenial ol lllliN r,r'as tlrr'
r!ri,nE ri.r! r(' inllllr'||r ( (.llin.l \
heharior, arrd in licrr ol rlithtlrarriug
it rerlrrcstcrl a l()ugh I S action 1rl:rrr
ott lrtltutrt rights, arrrrs artd rrrrrlt:rr
pr'olilt lation. lradc practiles. arrd

'rllr('t' l\\uls. Itt r',.1t,,rr.t, tlre I'rr'rr-
rlctrt pr,rrtrr:'ed ri*,,r,rttr .tr ti,,lr ttt
thcsc arcas as ttll as supp()r't li)r
Tai$'arr's act-ession l() tlre (;,,\l'l,
an()lh(.t' il(.nr olr thc llau< us agcrrtla.

'l ltt'se tontrtritnrcnts inditate th:rt
thcrc *ill be nrolt' rlitlicrrlt tirrrcs
irlte.rrl l,,r L S-(.lrttr.r t'r'l.rtr,,rt. I','t'
exarrrPlc, (,rr the tratk, irrrbalan<r', tlrr.
letlcr sl:lles that il r orrsrrltations 'l;ril
l() I)r-()(lll( e (lhinesc corrrrritnrerrts to
takc srrbstautial nrt'asrrrcs to irnprovc
rnarkt'l u< cess. thc r\dnrirr ist r'a t iorr

will scll irritiate Iur'tllct ir(tir)n urxl(r
Sc( ti(,r :tl,l ol ,'rrr tr.rrle l.rr.s.'
Fulthcl tough n)(asulcs ilre l)r()ur-
isetl irr the aICirs {rl i|ltellc( luirl
plopt.r'tr lights, ill(Hal rc\lilc slril)-
rttcrrls, arrrlexpor ts ol prrxlrrcts rrrarlt'
bl plisou labor. lligh-tt'th sal<'r to
(lhilr. I)iri'l i( rllllv lrigl:-speed rorrr-
p ters uIld srtcllitc c(lrril)Ilrerl, nill
be not l)c auth()ril(.rl rrrrtil the []rritt tl
Statcs is srrtisfied tlrat (lhinl a<llrt'rr.'
t() il( ( cl)ted ir:tt r ratiorral rrrrrr-
prolilt'r'at rorr starrtlalrls. '

lhe llotrst, arr<l St,rrate bills rrra\
Ilrl lrt lakert rr;r irr t'ortli r't'rrcc
<'rxrrnittt c, lirrrr lhit h a retonr ilcrl
bill rrill lx.scnt to thc I'rcsi<lent. Strr h
a bill rrill alrnost tcrtailrlr be tctrx'<1.
Al lhal l)()ir)l lhrl s('(nilr-i() bc(()nrcs
less clcar'. Otrrrerrtll, St.rrator Mitrh-
ell t lt'all!' lacks tlrt' supp()r'r r()
or'erri<lt'a reto. _ rr'rclirre, hc rrrav

ele( I to just sit on tlrt lrill aucl r'ait Iol
(;hirll lo rtrake a scr iorrs hlrlt<lcr't i.t .

rcll rrrisilcs t(, S!ri.r tlr( lrrrsilrilitv
oI which urli)rlulrirl('lt cann()l hc
rule<lorrt. Bv n()t tlkill{ lati()n ()r) tllc
bill, (iorrgr'css ran also put pressrrrt'
(,rr tlrr' .'\rlrrrirttrtt'.tt iott t,' crt.tttt' it
takes a tough lirrt, arrrl ubitles lrv tlrt'
pri)llr\(\ tlre l'rr'sirk rrt rrr.rrk irr
arsp()nsc t() tlre Bxu('lrs lctter-. (irrr-
I{ress cln hol<l oll orr votirg trr
orelri<lc a plesi(lcnIi:rI \cl() until tlrc
errrl ol tlris.rr.iorr ,rl (.orrgrcsr irr

Noverrrbcl l9!)2.
Shorrl<l Mitchcll prrrsrre strch rr

rvait-an<l-see su'atcK\. llrc -\rner ir arr
bttsittt'ss <ortttttunitr rrill rontirruc trr

Iace the prospect of lrsing IIFN aurl
seeing the entire L'S-(lhina conrnrer-
cial allcl ccononric rclali()nship sud-
derrlr tlrlown into turrnoil. Yet while
thc [ 'S-(.hnra tlarle lelatiunslrilr
hangs in Iinrbo, the rest of the uorld
is nroving torr'ald nornralization oI
lelatiorrs uitlr Chila. 'fhe European
(lonrnrurrily irnd Japan have resurned
corrt-cssionlttr' lerrding, World Birnk
arrd Asial l)eveloprlerrt Bank Lrans
hare bcerr appr()\ed lirr other than
basit lrrrrnan needs, arrd such heads
of stalc as Japan's llrinre Minister
Kaifrr arrrl Brirain's I)r'inle Mirister
!lajor have recentlr visiled ()r plan t()
risit ticijing. Oncc again, the LrS

busirrcrr r orrlnrtnitr r isLs krsirrg its
conrpetitiTe position in a rnajor ex-

lxrrt nrarket rvhile the g()verrDlenl
rvrestlcs with \t'hal has beconte u
hrgcll paltisan politi< al 6ght.

lI the L'nited States is going to
t'ent.rirr rorrpetitirc iu (:llina. il is
iD)perativc that the uncertainry
brought on by the anrrual fight over
N'lFN be cli[rinatecl. l-egitimate c()rl-
cerns ()\'cr-hunran rights, trade, irnd
proliferati(nr issues lre berter deall
with ott .r t.rr'Bcte<l, ('lrsc-l))'('ase ba\is
by using existing mechanisrns. There-
firle, cvel after this ,vear's ltI l'N
battle is oler. the (iruncil r,rill con-
tinue t() pursue arrd explore mea-
sures tlrat will help restore and
stabilize the US commercial relatiorr-
ship witlr China.
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China Business

Peter Kuo

The lollo* ing tablc\ contain recenl prc:s rcports ol hu\iness contrilcls rnd ncgotiationr exclusivc ol-lhose listcd in previou\
issues. For thc fiost pn . thc ilccurircy ol'lhcse report\ i\ not indcpcndcntly conlirmcd by Tht ( BR. Contracls dcnominaled in
lirrcign currcncics are convcrlcd into US tlollars al lhc nrosl rcccnt monlhly avcraSc rate qtotcd in lnt?rnatirtnul linancial
St tistitstl14l).

US'China Businers ('()uncil menrhcr lirms can conlrcl lhe libr:rry lo obtain copy oI news sources and olhcr available
backBroundili)rmationconccflringthehusincssirrrlngcnrcntsappcarirrrbelow.Morcover-lirmswh()se\alesandotherbusinesr
lrrangemcnls w ith Ch, nx do not normall) rppear in prc\\ rcports may havc them publirhed in lic ( lJl? hy scndiog thc inlormation
to the a cntion of the Busincss lnforntalion Center at Thc US China Business Council.

+,t
HE

SALES ANO INVESTMENT THROUGH
July 15, 1991

Forel0n pErly/Chlnes6party
Arrangemanl, value, 6nd delt reported

Agricultural Technology

Banking and Finance

China s Investments Abroad

Lutombourg/Bank ol Chlne
Esrabl shed Bank ol Chrna Lursmbourg S.A s!bsrd,ary 6/91

Sln gapore/Hainan Piovlnce
Will establish Hatnan Provrnce lnvestment Servrc€ Co rn Srnga
pore 6/91

Othet

United Nellon! World Food Progrsm
Wrl provrd€ livs year agficullural assrslance proleci to Yunnan
Provinc€ S25 m llion 6/91.

Other
Aslan Developmant Bank

Approvgd l€chnrcalgranl lor sludy ol lroprcal crop c,evelopmenl
rn Guanqdong Provrnc€ $402,000. 5/91

lnlornallonsl Fund lor A0rlcullural Devolopmont
Provided soll loan to Iinance developmanl ol larm produclion,
loreslat on. and anrmal trusbendry in fivs counl os ot Shanx
Provrnce S23 5 mrllron (17 85 mrlIon.Specral Drawrng R,9hts)
5 91

Tho Bank ol Eest Ail8 (HX)
Opefled branch ollrce rn Xram€n Fulran Provrnce 6/91

lluachlao Comm6rclal aank Ltd. (HK)
Wrll open branch ol,rce in Shanlou Specra Economrc Zone. 6/91

Chemicals and Petrochemicals

China s lmports

World Bonk
Wrll provrde loan lor agacullural prolecls rn Anhur. Jrangsu. and
Shandong provrnces 5335 mrllron 5/91

Toyo Engineering Corp. (Japan),3 sub3idiary ol lshlk3wajima-
Harlma Heavy lnduslrie3 Co. Ltd. (Jepen) 3nd Unitod Technicel
Corp. (Spain)/Chlna Nalionel Technlcrl lmporl-Exporl corp.

Wr lsel lechnoloqy and equ pment lo. construct on ol a 140,000
rpy elhylene complex rn T,anl n $r50 rn llon.6/3l

Canadlan Chemtlc! lnternelional Co. (Can), a 3ub!idiary ol
TralalgEr Housc PLC (lJK)

Wrll supply engrneer ng and procossrng equrpme.l lor a terlr[2er
planl rn Anhur P.ovrnce and a chemrcal plant rn Huber Provrnc6.
$16 2 mrll on 5/91

Snrmprogelli Ltd.(UK), e sub3idiary ol Enla Narional.
ldrocsrburi (lta)/Chlne Netional T6chnlcal lmporl-Exporl Corp.

Wr lprovrde ptunc,pal equ pmenl jor a 140.0001py elhylene pro

tecr n xrnl ang 5 91

lnvestmenls in China

Th. Chla Tai Group (Thalltnd)
Wrllestab|sh Guo Cheng Pelroch€mrcal Co $16 07 m,llion 6/91

September.October l99l a The China Rusiness Reaiett 5l
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lnvestment in China
lnlernsllonal D6velopmonl Board ot Canad6/Chlna

Eslablrshed lornl prolecl lor research and lransler ol dry larmrng
rechnrqu6s rn Heber Provrnce S1 13 mrllion (CS1 3 mrllon)
5/91

Jsmes Cepel lnlernalional Ltd. (UK). a subsidlary ol lh6 Hong.
kong and Shanghai Eaniing Corp. (HK),3nd Standard Chenered
Finance Lld. (HX), a subsidiary ol Stendsrd Che116red PLC
(UK)/Chine Ventur.toch lnveslmenl Corp

Esrablrshed Chrna Assets Ho drng Lld (CAHL) rnvoslmenr luod
,n Hong Kong ro suppo( induslnaldevelopmenl rn Chrna $39
m,l on 6 91

Abbrevralro.s used rhroughoul l€rl Boc Bank or Chrna CAAC Clvrl Avral'on
Adm nrslraron ol Ch'na CAIEC Chha NalDnaL Aulomolrve lmpon Erporl Corp
CATIC Chrna N.nonal Aero T€chrology lmpon Erpo,l Corp . CCTV Chrna C6nlrar
Torevrs,o. CEIEC Ch'na Elscr,o.rc lDpon Erporr Corp. CEROILFOOOS Chrna
Nar'on.r C6r.ars O'r. and Foodsruils hpon Expo.r corp. CHINALTGHT Chrna
Nanona L'qht lndusrnal P.oducrs lnporr'Erpon corp, cHINAPACX Chrna Nal'ona
P.ckagrng lmpoir'Expon Corp, CHINATEX: Chrna Nalron6l I€rnl€s lmporl Erpo.l
Corp CHINATUHSU: Chrna Nal oo.l Nalrvs Produce and Byproducls lmpo( Expo.1
Corp CITIC Chrna lnl..nalrona Trusl and lnvsslm6nl Corp i CITS. Chrna
r.r€rnarLone Tr.vel SBrvrc6: CMC Chrna Nalonal Mach'ne.y lmporl.Expon Corp:
cNccc ch'n5 N.nona r ch em rcsl consrrucrron co . cNooc ch'na Nanonalorrshore
Orr Corp CTIEC Chrna Nanan.l T.ch.'cal lmporl.Erpon Corp . €TOZ Economrc
T6ch.ologrcal Ooveropoo.r Zon6. ICAC lnduslral and Commorcral Eank ol Chr.a.
INSTRiMPEX Chrna Narona lnslrom€nls rmpon.Erport Corp : MLI: Mlnrslry ol Lrghl
hdusry, MMEI Mrnrsky or Machrn6ry and Eleclto.rcs l.duslry, MOE Mnrslry o,
E.ergy MOII M nLsrry ot Toxrr o lndusr.yi MPT Mrnrslry ol Posls a.d
Tel6comfr!nrcar onsi NA Nol Avalabls: NOSTIC Naron6 D€i€nss Scrence
T.chnology, and lndusrry Commrssron. NOBINCO:Chrna North l.duslr €s Corp . SEZ
Spocral Economrc Zo.e. SINOCHEM Chr.a Nano.alCh€mrcals lhpon Erporr Corp .

SINOPEC: Chrna Nanonal P€lloch.m rca I Corp., SINOTFIaNS Chrna Nalronal Fore,9.
'rrado Transpo.rarron Corp SITCO Shanghar lnvssln€nl and Trusl Co.p . SPC Slato
Prannrn9 Comnrssro.



C. lloh & Co. Ltd. (Jspen) and Toyo Englneering CorP. (Japrn)
Wrl burld a 520.0001py ursa planl rn Xran. Shanx P/ovrnce
$5 8 brllron (JY 800 b,llron) 6 91

Hoechst C6lanc!e Co.p.(US)/China t{atlonal Tobacco corp.
Wr lestablsh a lornl venlure lo produce cellulose acelale low
and llake lor ogarelles wrlh annua produclron ol 25.000 lonnes
5,9l

Cogllate Compuler Soltw8re Englneering Co. Ltd. (HK)/NA
(Yentai. Shondong Province)

Wr establsh lornl venlu.e to manulaclure hrgh.end pflnlers 510

Technlmonl (lta), a subsldlary of Gruppo F6rruzzi-MonledlSon
(lta). and lnt6caa-lJdhe lndu3lrial (Spain)

W I bu,ld 70.000 Ipy polypropylene planl al Dushanz, n

Xrntrang S60 m,ll,on 6 91

Chine Peinl Manulacluring (HK)
Wrl beg n conslruclron ol an aLrlomaled pa nl Iaclory n

Shenzhen $25 64 mrllon (HK $200 m lron) 5/91

Contac Co. (Japan)i Changilang Computer Group Corp.
EstabIshed Shanghar Conlac Etectron c Co ]orni venlure 6/91

NA (JEpEn)/Shenghai Ship Technique lnslalule
Eslab,shed Shanghar X you lnlormalron Technorogy Co Lld jornl
venlure lo desrgn compur€r hardware and sotlware 6,91

Pan Psclllc Ocean Group (Us)/Guanghan City, Sichuan Province
Opened Guanghan Pan PacrIc Ocean Melal and Chemrcal Co
Lld. lornl venlu.e lo produce addrlrves lor lhe melailur9 cal rndus
lry and raw materals lor lhe chemrcal rnduslry 5rgl. NEC Corp. (JEpen)i Aeiiing

Srgned conlracl lo produce large.sca e rnlegraled crrcurls 6/91

Hewlett-PackErd Co. (US)/Shanghal Esst China Compuler Corp.
Eslab rshed the Hua Pu lnlormalron Co lo nl venlure lo manulac
ture cornputer termrnals $9 mrllron 6 91

Construction Materials and Equipment

China s lmports
D6ulscho Eebcock aG (Gormany)/Shsndong Dedashon Furniture
Malorlalc Co. Ltd., E lolnl venture botwaon Schenck Lld. (GeF
many)and Dezhou Furnllure llaterlelr lnduslrial Co.

Sold squrpmenl lor manuiaclunng decoralrve surtace lor collon.
slalk partrcle board 6,91

Klng, Taud6vln, and Gr.030n (uK)/Shanghal Forelgn Tred. CorP.
Won contract io desrgn and supply equrpmenl lor a lghl ng planl
al Nan Xiafl. near Shanghar. $1 .45 mlllron (C830 000) 5/91.

C. lloh & Co. Lld.(Japan), lilitsubishl Corp. (JaPan), Mltsui & Co
Lld. (Japan), irerub6nl Corp. (Japan),6nd Sumilomo Corp.
(Japen)1NA

Wrl burld a 1 2 mlllLon rpy naphtha crack€r and 450 000 mrllron

lpy elhylene compler lo produce downslream pel.ochemrcal
producls rn Lraoyaflg. Liaonrng Provrnce $3 brll,on (Japan 50%
PBC:50o/.) 6191

lnveslments in China

Illlitsublshl Metal Corp. (Jspan)/Yanlel Building Msl6rjal lnduslry
Co.

Eslab rshed Yanlar MrtsubrshL Cemenl Co iornl venlure S90 m I

lron 6/91
Hong Kong tlrm/Manshan lron and Steel Co.

Establshed lornl venlure lo produce 1 2 mrll on m nralure screws
annually $700.000 5,91

Schonck Co. Ltd. (Germany), a subsldlary o, AG fur lndu3lrie
and V6rk.hrswesen (Germany)/ShanOhei ilachinery and Eleclric
lndu3lry Co.

Agresd to eslab|sh 50 ysar German Shanghar Schenck Iesl
Equrpmenl Jornl Venlu.e Co. Lld S54mrllon.(DM86m,ll,on)
(Ger 50'/..PRC:50'a) 5,91

Chin a's I nvestments Abro ad
Psru'Chrna
srgned agreemenr ro burld 30.0001py cemenl planl rn san Mar
lrn 57 5 million. lPe r 23"/"-PRC.77"hl 5/91

Chukyo Ce16mlc Co. (Jepen)/Suzhou High Fr6qu.ncy Ceremlcs
Faclory

Wr lorm Suzhou Chukyo Ceram c Co. loinl v€nlLrre io produce
ceramrc eleclaonrc pafls lor lelovrsrons and mrcrowave ovens
9750.000 {Japar 80'. PFIC 20'.r 5 91.

Kawasaki St6el System Be3earch end Dev€lopmenl Corp.
(Japan), a tubsidiary ol Kawasakl Sleel Corp. (Japan)/Belllng
Beike lnlormEtion Processlng Corp., an alllliale ot the geliing
Scienco and Tochnology Rogaarch lnslilute

Esrab rshed Eerlrng Kebao Sysrems Eng neenng Company Lrd
ro conducl resea.ch and dev€lopment ol compulsr sollware lor
engLneelng appl carrons sr 5 m ll on (Japan 51%-PRC 49'br
5 91

Electronics and Computer Soltware

lnvestments in China

China s lnvestments Abrcad

lloscow Powsr Engineering lnslitute (USSB),Jinghei Compuler
Group Corp.

Wr leslabIsh lo nl venlLrre lo develop hrgh lechnology producls
gl mr lron (USSR 50% PRC 50%).6/Sl

Consumer Goods

lnvestments in China

Other

Bu3iness Plus Corp. (US)
Opened representatlve olfice 6191

Lucky-Goldslar Group (ROK)
Opened Be trng oll ce 6 9l

Samsung Co. Ltd. (ROK)
Opened Be t,nq olfice 5'91

Environmental Technology and Equipment

Olher
Aual16llan Origenes Enl6rprises PTY Ltd. lnveslments (Au3-
tralla)/Langfang Lancheng lndustriel Producls Co. Ltd.

Eslab rshed Langlang Lan-Ao-Jin P asl,cs Co Lld Jornl v€nture
lo manLrlaclure plaslrc bags $671?00 lAusl 309o.PRC 70%)
6,91

Aslan Developmenl Bank
Approved l€chnrcal granl lor leasrb lty sludy ol the Dalan Multr
Purpose Water Resources Developmeni Protecl $600.000 5 91
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BCA lndu3lrlal Control Ltd. (Can) and Dresser Pump, a dlvision
of Dresser CEneda lnc. (Cen)

Wrl supply process.control equrpmenl and p.ocess pumps lor
warer'irearmenr prolect rn wuhan $5 65 mrlron tC$6 39 mrr
hon) 5 91

CenEda/Fuil6n Province
Provlded loan lorlhe expansron ol a water lrealmenl p anl n

Fuzhou. Ful an Provrnce $5 1 m llon (C$5.85 m, lon) 5,91

Sulzer Bror. Lld (UX), s sublidiery ol G6brudsr Sulzer AG (Swil-
zerland)

W, lsupp y pumps and rochnrcal erperl se lor lhe Peng Yue Pu
sewaqe pumprng srar on ar shanqhar $42mrllron{Y23mrlron)
5' 91

Huamin Pharmoceulical Co. Ltd./Fuding Pharmaceulicel Plant
Esrablrshed Fud ng Huam,n Pharmaceut cal Corp lo produce
250 tonnes oi calle ne annually S1 7 mrlIon

unlled Nalion3 Developmenl ProOremme
Wrl prov,de lve year assrslance proqram lor Ch.a SrT0mrl
lron 6/91

Balglen Govornmenl
Will resume rnteresl lree loan $5 7 mrllon. (BFr 200 mrlllon)
5/91

Jepenese Govarnment
Will provrde loens ,or I4 proj6cts rn agr cullure. lranspo(atLon
and enerqy rnlraslr!clure. $400 m llion (JY 55 4 brlhon) 5i91.

Foreign Assistance
Credit Agricole (Fra)/Shanghrl lnvestmenl and Trusl Corp.
(Silco)

Wrll provrde export cred I tor prolects and lechnrcal renovalrons
. Shangha, $35 m rlron lFlr200 m lron) 6 9l

Food and Food Processing

lmpo s

lnveslmenls in China

Leasing and lnsu rance

lnvestment in China

Olhet

Sumitomo Llte lnsu16nce Co. {Japan)
Opened o,,rce rn Beitrng 6r91

NA (Japan)/Eelling Furul glologic.l Englncering Co.
Eslablshed SerJing Wanlar (Panavrla) Brologrcal Co. to dev€ op
brologrcal producls and medica equrpmenl. 6/9l.

Pan A9la TrEdlng Co. Ltd. (Japan) /BeiiinO Jiandu Pharmacoull-
cal Factory

Wrll eslablsh totnt v6nture to markel Sanhuang Pearl Cream
burn medrone 5600.000 (Japan 50%.PRC 50%) 6/91

Machinery and Machine Tools

Chtna s lmpotls

lnvestments in China

Medical Supplies and Equ ipment

lnveslments in China

Other

De Danske Sukkerlabriker Ai S {Denmark)/China Nalional Techni-
ftl lmporl'Export Corp.

Sold equ,pment and lechnology lor suqar rel,.ery n Ha lun
Counly Herlonglanq Provrnce 520 mlIon (Dkr135m1ron) 591

NA (ROK)/Shanghai High-Prossure Coniainer Plant
Wrl eslab|sh Shangha TLanha Hrgh Pressure Conlarner Co
Lid lornr venrure s1724mrllon 6'91

NA (US)/Nan,ing No. 2 Machlno Tool Works and Jiangsu lr8-
chinery and Equipmenl lmporl-Exporl Corp.

Establrshed Nantrnq Sume da Machrne Tool Manulaclure Co
Lid lo nl venlure lo desrgn and prodr.rce cullrng machines and ac
cessolles. 6/91.

Kuang Ta Grein Co. (Taiwan)
Wrll burld veqelable-o lplanl near Shanghar S3 6 mill,on. {T$100
m I ron) 6/91 Germary/Ching

wrll 6slat rsh secondary school lo lrarn lschnrcrans rn prod!crnq
arrrIcLal I rnbs 6/91San Migu6l Breyrery Lld. (HK), a subsidiary ol San Miguel Corp

(Phlllppines)/GuanOrhou Brewery
Esiablrshed Guangzhou San Mrguel Brewery Co Lld to nl ven
lure $5 m llron (HK$39 m I on) 6'91

Japan/Chln.
Eslablshed Shanghar Houcheng Slomarological Hosprlal 6,91

Slngapore
Eslablish€d Easl Asia Food Co tolnr veniure ro produce 10 000
tonnss oi brscurls annually $10 75 milIon 6,91

Medlronlc lnc. (US)/lndu!lrial Corp-
Wrll eslabIsh Medlronrc Medrcal Devices Lld Nrngbo lornl ven
lure to locus on long-lerm developmenl ol cardrovascular medr
crne rn Chrna 6,91

Uniled Nelions Child16n'l Fund and Ul{ Fund lor Popul.tlon Ac-
livities

Wrll provrde granl lor telanus rnnoculalron ol women ol chrld
bealln9 age rn 300 r€moto counlres S15 mrl[on 6/91.

Japan
Pl6dged ard lor lhe lnl€rnalronal Peace Malernrly and Chrld
H6allh Hosp(al rn Shanghar lor lhe purchase ol medrcal equrp
menr S1 15 mrlIon 5i91

Korea lndustrial Leasing Co., a subsidiary ol The Korea oevelop-
menl Bank (ROK), Crown Leaslng Corp. (Japan), a subsidiary ol
The Bank ol New York Co. lnc. (US), End The Nlppon Credit
gan* Ltd. (Japan)/People 3 conslruclion Eank ol Chlna and
China Nalionel Chemicals lmporl-Exporl Corp.

Esiabhshed lnternat onal Fa. Easte.n Leas ng Co lornl ventLrre
n Shenyang 5410 mrllron (ROK l0%. Japan 40eb PRC 50"i,)

6/91

A. Ahlslrom Corp. (Finland) and George Chlan0 Associeler
(lJS)/China NEllonal Machanery lmporl"Export Corp.

Sold machrne.y for papsr pulp producnon planl rn Hexran
Counly Guangxr Provrnce $6.22 mrl ron 5/91

Sunds Delibretor AB (Sw6d6n), e subsidiary ol Svenska
Cellulo3e AB (Sweden)/Chln6 NallonEl Machlnory lmporl-Erport
Corp.

Sold paper pulp produdron equrprnenl lor planr rn Hex,an
Co!nly. Guangx, Prov,nce S18 mrllron 5/91

Packaging, Pulp and Paper

Chtna s lmporls
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NA (Jap.n)
Esrabhshed Shanghar Longyrng Color Pnnlrng Co Lld lornl ve^
rure $4 4 mrUron 6/91

NA (Talwan)
Eslab rshod Xingrong Bamboo Co., a wholy owned prolecl in
Susong Counly, Anhui Prov nce S1 5 m, Ion 5/91

lnvestment in China

Petroleum and Natural Gas

lnveslments in China

Y6ohsn Oepartment Slore Ltd. (HK), a 3ubsidiary ol Ysohan De-
parlment Sloro Co. Lld- (Jepen)/Shenghai No-l Depsrlmant Slore

Wrl burd Shangha No 1 Yaohan Shopprng Ceoler rn Pudong.
$r00 m llol lHk 5 '. PFC 49'., 5 91.

Scientif ic lnstruments

China s lmports

lnpuUOutput lnc. (uS), a subsldiary of Kldde lnc. (US)/Chlna Na-
tlon.l T€chnical lfiport-Erport Corp.

Sold two l/O Sysiem One XL lend se smrc.dala acqursrl on sys
lems 6 91

lnveslments in China

Ricoh Corp. Lld. (J.pan)
B69an conslrLrclron ol an induslr al d slricl lor lhe Japanes6
Rrcoh lnduslllal Oevelopmenl Co. rlr Shenzhen $16 mrlIon (JY

2 2 brllion) 5/91

Mo3cow Power Englneering lnslilulo/golllng JinghEl ComPUter
cro(lp Corp.

wrl eslablsh tornl venlure arrned al lurnrng screnlr,rc research
achrevemenls rnlo commeroal producis $1 mrlIon 5191

Japen Nallonal Oil Corp./Chine
Srgned agreemenl to cooperale rn o i exploreilon rn soulhern
Jrangsu Prov nce 6/91

t{A (FOK)iShsnghai Hlgh Prorsure Conlelnor Facloiy
Wrll eslablsh loinl venlure to produce 600 000 gas cylnders an
nual y. $l7.1 m lIon (Y90 million). 6/91

llilsubl!hl Coip. (Japan)
Wrll ptovrde loans lor developrng new o,ll6lds 1n xlnlrang Uygur
Autonomous Begron 5/91

Genorel El€clric lntormalion Services Unit (US),3 subsldiary ol
General Elecrric Co. (uS)/China Ocern shipping Co. (COSCO)

Wr lprovrde communrcalrons and e eclron c dala rnlerchange
rLOr, racil,r'es lo, COSCO's rleel 5 q1

TOTAL Compagnie Frsncei30 de3 Petroles (Fra)/Delian Eco'
nomlc & Tcchnical Devlopmonl Corp., China l{ational Chemicel
lmporl-Export Corp., City ol Oeqing, Liaonlng Province, and 6
unlt ol lhe ilinastry ol Chomlctl lndustry

Wrll eslabirsh DaIan Wesi Pacrl c Pelrochemrcal Co lornl ven
lure lo burld and operale a 100.000 barrel'a day.5 mrlhon lpy re
lnery rn Da ian, Liaonrng Province $470 m llron
(Fra120%-PRC:80%) 6191.

Japen Nellonal Oil Corp. (Jsp3n)/China NEllonal Pelroleum Corp
Wrll conducl lour monlh iornl operallon lor geophysrcal prospoct'
rng rn lhe soulhweslsrn parl o, lhe Ta, m Sasrn 5/91

Other

grazll/Chine
Wrll burld lwo earlh exploralron resource salelliles lo. mulual
use S150 mrlllon 5/91

Other

Ships and Shipping

China s lmports

lnvestment in China

China s Investments Abroad

Telecommunications

China s lmports

lnvestmenls in China

Power Plants

China s lmporls

Frsg.ma G.l.E. (Fra), e 3ubsidiary ol Frsmstome S.A.(Fre)r Chana
Nrllonel Nuclear Corp.

Will provrde lechnology and equrpmenl needed to upgrade pro
ductron al lhe Yibin Nuclear Fuel Fabficalion Faclory n Slchuan
Provrnce and to rncr€as€ nLrclear,uel r€loadrng abillly lor Ihe
Daya Bay Nuclear Power Slalron rn Guangdong Provrnce 5/91

Other
Brlli3h Englneering Co. (UK)/China Nalionel Technical lmport_Et'
po.l corp.

Provrded mrxed loan lor conslruclion ol lhe Fuxun Heal and
Power Planl prolec|n Lraonrng Provrnce $55 38 million 6/91

Property Management and Development

lnveslmenls tn China

ShsnOrl-Ls Hotel Ltd. (Slngapoie) and Geviola Ltd-,6 subsidisry
ol Kuok Lld- (Slngapore)/Sh.nzhen Asle lndu3tiy Developmenl
Cd.

Wrl burld Shangn.La Holel rn Shenzhen 6'91

Yaohan D.p.rlment Storo Lld. (HK), s sub3ldlery ol ot Yaohan
Departmonlsiore co. Lld. (Japan)/shenzhcn Sha Tou Kok lmporl-
Erport Trading Corp.

Will eslabhsh Shenzhen Sha Tou Kok Yaohan Oepallmenl Slore
tornl venlure rn Sh€nzhen $1 I mrllron {HK$14.9 mrllon)
(HK 49% PRC:51%).6/91

Hcung-A Shipplng Co. (ROK)/China Ocean Shipplng Co.
(cosco)

Began operatron ol Cohung Shrpp,ng Co tornl venlure wrlh dr'
recl conlarner servrce belween Chrna and Soulh Korea $2 mil
Lon (ROK:50% PFC:50%) 5/91

Hongkong lnternallonal TerminEls Ltd.(H(), a subsidlary ol
Hulchl3on Whampo. Lld. {HK)/COSCO

Eslab ishsd COSCO.HIl Termrnals (Hong Kong) Lld tornl ven
tur€ to construcl two be(hs al Hong Kong s Kwa Chung con'
ra ner porl $897 mrlIon (HK$7 b lron) 5/91

SESA Co. (Spaln)/Sh.n0hai
Sold program.conlrolled telephone 6ichange equrpm€nl lr

naoced by Spanrsh government mrxed loan. 5/91 $34 mrllron

NEC Corp. (Japan)/Tlsniln
Srgned contracl to dsv€lop compuler.controlled lelephone ex
changes.6/91
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llarubenl Corp. (Japan) and Chemloxt lnc. (US)rGuangzhou Syn
thetic Fiber Plenl, Guangrhou ln16rnallonal Tn,st & lnvaslmenl
Corp.. and Gueng:hou Economic & Technlcal Development Dis-
trlct Construcllon Corp.

Wrll eslabIsh Asran Ameican Polyesler Lld to nl venrure lo pro
duce mater als lor sy.lhelrc libers 920 m llon lJapan 259.
us 25.," PFC 50eo) 6 91

Hong Kong/NA
Eslablrsh€d ShanghaL Zhongxln Tertre P(nrrng Co to nr ven
ture S12 m,l ron. 5'gl

l{ationel Tachnology Exporl Corp. oi tho Soviet Union and lhree
olher Sovlol enlerprises/Brolou Lin.n Tertlle lrill, Lld.

Agreed to estab rsh Baolou Cymeht L nen Textrle Co rn lnner
Mongolra. $24 2 mrllror (Y129 r'ri lron) (USSR:37 1olo

PBC 62 9"!) 6 91.

Chia Tai Group (Thailand)/Shanghai Storag6 Battery FEclory
Wr lestablish lo nt v€n1ure tor the produclion ol slorage baller€s
Ior veh cle and rndusrnal use $29 m lron 6/91

General Molori Corp. (US)i NA
Wrli eslablsh lornl v€nlure to produce 50,000 small lrucks a year
rn Lraoning Prov nce 6/91

NA (HK)/Yeng:hou 8.erln0 Faclory
Wrll esrabl,sh tornr venrure ro supply bea. ngs requred by vehr
cie manulaclurers 52 74 mrllron (HK 49"/,-PRC 51%) 6,91

Transportation

Ch ina s lmports

lnveslments in China

McDonn6ll Douglas Corp-{US)i Chlno Nallonal Aero T6chnology
lmporl-Export Corp.

EstabIshed lo nl venlure lo desrgn and rnanufaclure dual lan
dem !andrng gear lor lhe MD 90 Iwrn engrne lel arr|ner assem
b ed al rhe shanghar Avranon lndusi.y corp. {acrIry $2 millron
5 91

Olher

Ming Hsin0 Torlile (Taiwan), a subsidiary ol Lai Sun Garmenl
Co. Lld. (HK)/Shenghai No. 10 Dyeing and Finishing Factory

Wil esrablsh e rexlrle lnrsh ng and dyerng lolnr venrur6. S5 I mr
ron (Ta wan 50%.PRC 50%) 5i91

Ameco, a ioinl venlu.e belween D€ulsch€ Lullhansa and Air
Chin e

W ll burld arrcrall marnienance hangar lor Lullhansa. S82 mrllron
(Y430 m I on) (Ger 40o/o.PRCr60o/") 6/91

Asien Developmenl Eanl
Approved loan and lechnrcal assrstance granls lor a 141-mile,
srngle.lrack rarlway between Yaogu and Maomrnq rn Guangdong
Prov nc€ S1 2 mrllion 6/91

N6lionale lnduslrielle Aerospeliale (France)/China Nellonel Ma-
chinery lmporl-Erport Corp.

Sold erght 2 tonne class helcopters lor ighting ioresr I res 913
m ll,on (Fk 70.9 mrll on) 5,91

Solra!i. (HK)
Opened represenlalrv€ oltce in Shangharas lh€ sol€ agency lor
Gsneral MolorsCorp (US) roChrna 6191

World aank
Provrd€d loan lor a 120-mrle kilomeler highway rnkrng
Zheogzhou aod Luoyang rn Henan Provrnce. S90 mrllron 6/91

ALA Ltd. {lla), a subsldlary o, Bolla Group Llcl. (lla)/Hubei Asbes
loa Producl llill

Eslablshed lo nl venlLrre lo produce car drsc brake pads rn
Xiangatan. Huber Provnce.$2.1 mrlron (llar25% PRC 75"/.)
6/91

Asian Developmenl Eenk
Approved loan and lwo lechnrcalassrslance granls lor Nanpu
Endge prolecl rn Shanghar $71 68 mrlIion 5/91

BUSINESS
OPPORTUNITIES POSITIONS WANTED

Success{irl. rapidlr grouing cornparrv
sceking (listril)ut()r's iu llong Korrg
lirr grotrnd level oy>portunitv. High-
cst qualit\ pcrsonal-care ploduct lirre
*, excitirrg potential li)r substantiirl
l,,rrg-tclrrr Irlo6tr. ( jrnrrrrisriorr I,rr
leferrals. ( l:rll 2I3/373-3,170.

linglish lrrxrls rxr (lhina .()nrpanirs.
jrs. inrt.rtnrcrrt. larvr. gor"t olgals.
Hirn YiIlgSlrrn. I'() Il()r 710(l(;.
WrrIrarr. ( ilrirra. t'ax 0ll-tl6-27-712-
9ft9.

c lNt.st_ \AII()\AI_ \f ,I S \tS-
I\rrs Ilgrrrt ,.ttls rrktg ntglr lx,qr-
tiru. l'l{(l BS-optiral instr-rrnrcntr. .l
\r'\ rrt rrrl l r ')('lx'r.llrrrl. ltt rrs iD

rtritDlllll( ttrIe. (iorttatt Jislrcng IIao.
ir7 ()rrrrt St. #:ll. Ne\ Rlit.rin, (iT
0{i01-r l. ( lall 203/223-?322.

l\'\'-t.t.A(;t, l. IRADE ti.\\ KL.R
u ith irrrp. t'xp & Ilan<larin larrg lrr kgd
.rl .\\r.r-ilt tire ,,'. Lired strr,licrl in
lR(i. R(Xl. Rcl(x t() Asin (l('silcd.
(lll 2I2,,120-{)5I{i.

P()sition wanted in China: Qualilied
lllandarin speaker wittr (ornpuler
cxperiencc. John Maier, lg
Winspear. thrflirlo NY l.l2l4. Call
7 r6/835-017(i.

CLASSIFIED AD RATES

tlS$10/line rr'ith 36 characters per
line, including all spaces & punctua-
ti()n. Subnrit ()nly typewritten ads and
scnd witlr piyolent 6 weeks bef()re
issue date to:
(llassifi ed Advertising
l8l8 N Srreet NIV +500
Washington, txl 20036 tlSA.
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Mnra, A Gooo Srnnr IN CHINA ANo Srev AHEAD.
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China business is a challenge. It requirements, or for advisory and

takes strength, knowledge aDd research services, we are ready to meet

experience to turn its potential to your your needs. We have branches in

advantage. Shanghai, Shenzhen and Xiamen and

At HongkoogBank we've been in representative offices in Beijing,

the China business for over 125 years. Dalian, Guangzhou, Tianjin and

The expenise of our staff is there today Wuhan. And as the principal member

for your suppon. of the HSBC Group, we also offer the

Whether you require a bank for suppon of the Group's 1,300 offices

financing a prospcctivc or existing worldwide.

project, for handling your trade-related [,et HongkongBank put you in

coNsolJufEo Asffts Af 3t DECEMBER 199 O<CEED Ugtt $ AtUOn

the running in China. For more

information, contact your nearest

HongkongBank office.
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HongkongBank
Tlr Ho'rrLmi . shrrin Auuit CdDartlon Uiil.d

Fast decisions. Worldwide.
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