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I. EXECUTIVE SUMMARY

This Country Commercial Guide (CCG) presents a comprehensive
look at China’s commercial environment, using economic,
political and market analysis. The CCGs were established by
recommendation of the Trade Promotion Coordinating Committee
(TPCC), a multi-agency task force, to consolidate wvarious
reporting documents prepared for the U.S. business community.
Country Commercial Guides are prepared annually at U.S.
Embassies through the combined efforts of several U.S.
government agencies.

China is rich in contradictions for U.S. firms. The world’s
most populous nation, China covers an area larger than the
United States. Yet the China market is small and concentrated
in a few areas along the eastern seaboard. China is one of the
world’s oldest civilizations, with thousands of years of
history, literature and culture. Yet the People’s Republic is a
mere 50 years old and most of the laws and regulations governing
business and trade have been written in the past twenty years.
Courtesy toward guests is a virtue in Chinese culture, and
Chinese people can be extraordinarily hospitable and kind. Yet
everyday discourse in China is rude and confrontational and the
China market is full of cheats and swindlers. China is a
communist country; the first article of the Chinese constitution
states that China is a socialist country under the leadership of
proletariat. Yet, over the past twenty years China has moved
from a planned to market economy and is now in many ways more
capitalist than communist.

The stunning contradictions in China have been nurtured by the
unprecedented changes of the past twenty years. Since the
beginning of the policy of “reform and opening-up” in 1979,
China’s economy has grown more than tenfold. Previously
rationed goods such as bicycles, textiles and grains are now in
over-supply. Foreign invested firms, practically none
existent in the 1970s, now number over 300,000 and account for
almost 50% of China’s exports. Foreign trade has grown from $38
billion in 1980 to over $325 billion in 1998. Although most
Chinese firms remain relatively small, under-capitalized and
poorly managed, there are pockets of excellence in Chinese
industry. Chinese firms have competed successfully with world
leaders in the white goods and home electronics markets.
Chinese PC manufacturers have won back market share from such
firms as Compag and IBM.



These economic changes have brought relative prosperity to
millions of Chinese, and that prosperity has been accompanied by
a great expansion of personal liberties for the average Chinese
enjoyed by most Chinese.

For over two hundred years foreign firms have been entranced by
the enormous potential of the China market, a potential that
remains largely unfulfilled. U.S. exports to China were only
slightly more than $14 billion in 1998, only two percent of our
global exports, and less than U.S. exports to China’s smaller
neighbors such as South Korea ($16.5 billion), Singapore $15.7
billion and Taiwan ($18.1 billion). U.S. firms are major
investors in China and in 1998 actual U.S. investment in China
rose to almost $4 billion, but this is still less than U.S.

investment in the U.K. ($4.6 billion) or Mexico ($4.7 billion)
and is only slightly more than what U.S. firms invested in South
Korea ($3.1 billion). The cumulative U.S. direct investment in

China is dwarfed by our investments in Europe, Japan and Latin
America.

Country Commercial Guides are available for U.S. exporters from
the National Trade Data Bank on CD-ROM or via the Internet.
Please contact STAT-USA at 1-800-STAT-USA for more information.
Country Commercial Guides can be accessed via the World Wide Web
at HTTP:// WWW.STAT-USA.GOV, HTTP:/WWW.State.Gov/,
HTTP://WWW.MAC.DOC.GOV. They can also be ordered in hard copy
or on diskette from the National Technical Information Service
(NTIS) at 1-800-553-NTIS. U.S. Exporters seeking general export
information/assistance and country-specific commercial
information should contact the U.S. Department of Commerce,
Trade Information Center by phone at 1-800-USA-TRADE or by fax
at 202-482-4473.

IT. ECONOMIC TRENDS AND OUTLOOK
A. Major Trends and Outlook

China's economic growth continued to slow down in the first half
of 1999, and retail prices continued to decline causing concerns
about deflation. The government expected GDP to grow by 7% in
real terms compared with 1998, when official growth was just shy
of the target of 8%. The 1998 result was already the lowest
return in the past seven years and would have been much lower
without the government's special infrastructure spending
package, which helped stimulate the economy in the third and



fourth quarters. Official figures put out by the Chinese
government are generally acknowledged to reflect major economic
trends but are affected with an upward bias by incorrect, often
even exaggerated, reporting from the provinces.

Most analysts credit China for having achieved a "soft landing"
for its economy -- single digit inflation and stable growth that
contrasts sharply with the inflationary expansion of 1993-1994.
But structural problems, especially in the industrial and
financial sectors, combined with the problem of reducing
employment levels in the state enterprise system, pose serious
challenges to long-term, economic growth. A tight monetary
policy and administrative price controls have reined in
inflation, now recorded at negative 2-3 percent per year.
Government policy emphasizes keeping inflation well below the
real rate of economic growth but seems incapable of stimulating
even a modest amount of inflation. Deflation is likely to
continue until the government boosts wages significantly.

Some pressure to devalue the currency (renminbi) remains, but
China has received international acclaim maintaining the value
of its currency since the outbreak of the Asian financial crisis
in late 1997. Some financial experts believe that China will
have to widen the band in which the currency trades if exports
do not pick up, investment flows deteriorate, and deflation
continues. Since the crisis began, however, China has enjoyed
large surpluses in its trade and investment accounts and has
accumulated a war chest of $147 billion in official reserves,
more than ample to defend the exchange rate.

The government has stepped up its efforts at downsizing the
state sector, but investment in this sector accounted for nearly
all of new investment in 1998. State-owned enterprises (SOEs)
represent a long-term drag on the economy, a problem which the
government recognizes and seeks to correct through such pilot
projects as in the plan to downsize 1,000 key SOEs. The SOEs
have close linkages to the banking system through delinquent
"policy loans" that constrain the pace of financial market

reforms. Tight monetary policies and constraints on bank
| endi ng have also led to a build-up of inter-conpany
"triangular” debt, estimated at alnbst RVMB 1 trillion. Total

inventories in the SOEs at the end of 1998 remai ned hi gh and
grew by 25%in real terns, accounting for 28 percent of total
sales. The growh of these stockpiles, which consist of goods
that are not marketabl e because of poor quality or |agging
demand, distort data the data on industrial output. SOE sales



were up in the first four nonths of 1998, but profits were down
sharply.

The central governnment acknow edges that unenploynent as well as
interregional and intra-regional income disparities are serious
concerns. The average per capita disposable incone of urban
residents in 1998 was RMB 5425 (US$656) while rural per capita
cash i ncone was RVMB 2,160 (US$251), with sonme areas having

i ncomes of below half that average. The Wrld Bank estimates
that as nmany as 400 mllion Chinese |live below the poverty |ine.

China's chronic and growi ng | abor surplus is not reflected in
the official unenploynent rate of 3.2% The official data do
not account for the approximately 23 mllion considered to be
under enpl oyed in the state sector or the 80-120 mllion surplus
rural workers who nake up the so-called "floating popul ation”
that m grates between agriculture and construction jobs and that
are at other tinmes unenployed. A nore accurate estimte of

ur ban unenpl oynent, cited by private researchers, would be 10-
15%

B. Principal Gowh Sectors

The val ue added by industry to GDP rose reached RVMB 3.4 trillion
in 1998, an increase of 8.9% over 1997, in real terns. Gowh
rates in different industrial sectors continue to shift the
conposition of output away from SOEs to the non-state sector,

whi ch has grown by two to three tinmes the rate of state-owned

i ndustry.

Retail sales in 1998 indicated only a slight growth in
consunption. Retail sales of consumer goods reached RVB 2.9
trillion, up 6.8 percent over 1997 in nom nal terns and about 9%
with deflation taken into account. Retail demand rose only 7%
in the first four nonths of 1999, contributing to deflation.

C. Governnment Role in the Econony

Since the beginning of reformin 1980, the role of the
government in the econony has been strong. Adjustnents in
purchase prices for grain and other comodities, wage increases
for state workers, and difficulty in collecting national taxes
have contributed to a decline in official governnent revenues as
a share of GDP. "Of-budget revenues"” in nmany gover nnent

agenci es, however, may, in sone cases, equal official budget

al  ocati ons.



The current policy of adm nistrative price controls is at
variance w th achieving maxi nrum efficiency through market -
oriented reforms. Controls on the price of transportation
services and sone grains were elimnated at the begi nning of
1996. Further elimnation of controls on conmmodity and energy
prices, including coal prices, wuld benefit |ower-incone
interior areas. The cautious stance on price reformand the

I nportance placed on other state planning functions is likely to
conti nue.

D. I nfrastructure | nvestnent

Infrastructure investnment is a key elenment of China' s economc
growth potential, with major infusions scheduled for the road,
rail way, port, telecomunications, oil and gas, and coa
sectors. The econony faces a glut of electricity in the coastal
areas, but transm ssion systens and devel opnent in the interior
will require continued investnent. 1998, infrastructure

i nvestment grew by nore than 20 percent in nomnal terns, and
the funds earmarked for investnent rose by 21 percent, to about
RVMB 1.1 trillion.

The tight credit policy which Chinese officials have inplenented
in recent years to control inflation has narrowed the range of
projects the central authorities will support. The credit
squeeze neans that only the highest priority projects, |like the
Three Gorges Dam are likely to be approved. Donestic capital
accounted for over 90 percent of investnent in infrastructure in
1998. These funds conme froman increasing variety of sources,

i ncl udi ng special construction fund, generated from surcharges,
for exanple, on electricity usage and rail freight, provincial
and | ocal governnent sources, and donestic |loans fromthe China
Devel opnment Bank and ot her policy banks.

Chi nese officials have said they want roughly 15-20% of
infrastructure investnent to cone fromforeign sources, but
shifting foreign investnment away from export-oriented industries
presents sone difficulties. Infrastructure investnents have

| ong payback periods, with no ready source of foreign exchange.
Concerns about China's |egal structure, enforceability of
contracts, access to foreign exchange, the cunbersone approval
process, etc., all work against foreign participation in
infrastructure projects, particularly in the road, rail and
power sectors. But obstacles to foreign involvenent in
infrastructure projects are slowy being renoved. For exanple,
changes in rules governing current account transactions have
gone a long way toward sol ving the problem of guaranteeing
forei gn exchange convertibility.



ITT. Political Environment

Although there has been considerable reform of China’s economic
model -- from a centrally-planned economy to a market-oriented
one —-- the same is far less true true of the PRC’s political
system. The Chinese Communist Party (CCP) still dominates the
entire political apparatus, and its leaders make all major
policy decisions. Party members hold most senior government
positions at all levels of administration. Ultimate authority
rests with the 22 members of the CCP Politburo and, in
particular, its seven-member Standing Committee. Ministries and
lower-level counterparts implement policy on a day-to-day basis,
and China’s parliament, the National People’s Congress (NPC),
reviews and approves legislation and nominees for government

offices. Many provincial governments —-- especially those in
fast-growing coastal regions -- actively adapt central
government policy decisions to suit local needs. Senior leaders

generally agree on the need for further economic reform, but
stability is still a paramount concern, and there remain
differences within the leadership over the content, pace, and
goals of reform.

The September 1997 15th Communist Party Congress enhanced the
power of Party General Secretary Jiang Zemin and endorsed
policies to restructure, close, or privatize the bulk of China’s
state-owned enterprises. These policies were affirmed in March
1998 during the first annual session of the Ninth NPC, which
also passed a sweeping reform of China’s government apparatus.
The number of ministries and commissions was reduced from 40 to
29, and by the end of the year the number of central government
civil servants had been cut approximately in half. The plan
called for similar reductions in lower levels of government
within three years. The March 1998 session of the NPC also
approved Zhu Rongji’s appointment as Premier and former Premier
Li Peng’s as Chairman of the NPC’s Standing Committee. At its
March 1999 session, the NPC approved revisions to bring the
Constitution in line with principles approved at the 15th CCP
Congress, including the legitimation of private enterprise and
the importance of rule of law.

China faces a growing disconnect between the demands of its
reforming economy and society and a political system that is
largely ill-suited to meet their needs. The yawning disparities
between urban and rural incomes, a large “floating population”
of itinerant workers, and corruption are chief potential threats



to stability. So far, none has prompted the kind of mass
protest movement that erupted in Beijing in the spring of 1989.
The central authorities prefer to minimize tensions through the
implementation of pragmatic policies, and they recognize that
moves to reduce personal and economic freedoms would harm
China’s long-term interests. Nonetheless, the national
leadership would respond forcefully if confronted with what it
regarded as another serious threat to its monopoly on political
power. An unexpected, day-long sit-in by approximately 10,000
quasi-religious cultists outside the Zhongnanhai leadership
compound in downtown Beijing on April 25, 1999, offered a
dramatic example of the sorts of challenges likely to confront
the CCP as China continues to open and become more pluralistic.

Political relations with the U.S. deteriorated following the
accidental bombing of the Chinese Embassy in Belgrade,
Yugoslavia, in May 1999. A survey of several dozen U.S. firms
in China conducted by the Embassy two weeks after the bombing
revealed little impact on business relations. Although the
bilateral relationship will not fully recover until the incident
is laid to rest, many bilateral technical and other substantive
exchanges continue between the U.S. and Chinese governments.

V. MARKETI NG U. S. PRODUCTS AND SERVI CES

A Di stri buti on and Sal es Channel s

Tradi ng Conpani es: Cenerally, foreign conpani es are not
permtted to directly engage in trading in China, with the
exception of the direct marketing of a portion of the products
manufactured in China, or the establishnment of wholly owned
foreign trading conpanies in sone free trade zones with [imted
access to markets outside these zones. Accordingly, US.
exporters need to use a donestic Chinese agent for both
inmporting into China and marketing within China. Only those
tradi ng conpani es authorized by the central governnent to handle
exports and inports are pernmitted to sign inport and export
contracts. Since the beginning in 1998, sone private and

coll ectivel y-owned enterprises in the manufacturing sector have
been granted this authorization. Sonme inport/export trading
firms extend their scope of business to represent foreign
manufacturers as their distributors, in arrangenents simlar to
a “manuf acturers representative”.



Wth careful selection, training and constant contact, a U S
exporter can obtain good nmarket representation froma Chinese
tradi ng conpany, many of which are authorized to deal in a w de
range of products. Sone of the |arger conpani es have offices in
the U S. and other countries around the world, as well as a
network of offices & affiliates in China. However, given
transportation and conmuni cation difficulties as well as

regi onal peculiarities, nost of these trading conpani es cannot
provi de diversified coverage throughout China.

Local agents: In addition to trading conpanies, China is

W t nessi ng an explosion in |ocal sales agents who handl e
internal distribution and marketing. Mst of these firns do not
have inport/export authorization. They are the next |ayer down
the distribution chain, buying inported products fromthose that
do. They nmay be representative offices of Hong Kong or other
foreign trading conpanies, or donestic Chinese firns with
regional or partial national networks.

G ven China's size and diversity, as well as the |ack of agents
Wi th wi de-reaching capabilities, it makes sense to engage
several agents to cover different areas, and to be cautious when
giving exclusive territories. China can be divided roughly into
at least five major regions: the South (Guangzhou), the East
(Shanghai ), the Central/North (Beijing-Tianjin), Wst China and
t he Nort heast.

The U. S. Foreign Commercial Service s (USFCS) Agent/Distributor
Servi ce (ADS) program was designed to help U S. exporters find
appropriate sal es agents and representatives in China. This
service may be ordered through any U S. Departnent of Conmmerce
district office or U S. Export Assistance Center. For a fee of
$250, USFCS searches for potential agents or distributors for
your product in a specific geographical area. Regional ADSs are
avai l able fromthe USFCS offices in Beijing, Shanghai,
Guangzhou, Shenyang, and Chengdu, but nation-w de searches are
not available. An ADS is an excellent way to gauge interest in
your product and begin the process of finding a suitable
representative.

Establ i shing a Representative Ofice: Representative offices
are the easiest type of offices for foreign firns to set up in
Chi na, but these offices are limted by Chinese law to
performng "liaison" activities. As such, they cannot sign
sal es contracts or directly bill custoners or supply parts and
after-sales services for a fee, although nost representative
offices performthese activities in the nanme of their parent
compani es. Despite limtations on its scope of business



activities, this formof business has proved very successful for
many U.S. conpanies as it allows the business to renmain foreign-
control | ed.

Chi na's Conpany Law, which has been in effect since July 1,

1994, pernits the opening of branches by foreign conpanies but,
as a policy matter, China still restricts this entry approach to
sel ect ed banks, insurance conpanies, accounting and |aw firns.
Wil e representative offices are given a registration
certificate, branch offices obtain an actual operating or

busi ness |icense and can engage in profit-nmaking activities.

Establishing a representative office gives a conpany increased
control over a dedicated sales force and permts greater
utilization of its specialized technical expertise. The cost of
supporting a nodest representative office ranges from $250, 000
to $500, 000 per year, depending on its size and how it is
staffed. The | argest expenses are rent for office space and
housi ng, expatriate salaries and benefits.

Est abli shing a Chinese Subsidiary: A locally incorporated
equity or cooperative joint venture with one or nore Chinese
partners, or a wholly foreign-owned enterprise (WCE), nmay be
the final step in devel oping markets for a conmpany's products.
I n-country production avoids inport restrictions -- including
relatively high tariffs -- and provides U S. firns with greater
control over both intellectual property and marketing.

The role of the Chinese partner in the success or failure of a
joint venture cannot be over-enphasi zed. A good Chi nese partner

wi || have the connections to help snoboth over red tape and
obstructive bureaucrats; a bad partner, on the other hand, can
make even the nost prom sing venture fail. Comon investor

conpl aints concern conflicts of interest (e.g., the partner
setting up conpeting busi nesses), bureaucracy and viol ati ons of
confidentiality. Anmerican conpanies should bear in mnd that
joint ventures are tinme-consum ng and resource-demandi ng, and
wi Il involve constant and prudent nonitoring of critical areas
such as finance, personnel and basic operations in order for
themto be a success.

Sonme conpanies prefer to establish a WFCE rather than a joint
venture, with a view to retaining greater nmanagenent control

due to concerns over intellectual property rights (I1PR)
protection, desire for sinplicity, or for other reasons of
corporate policy. The law on WOFEs requires that they either
provi de advanced technol ogy or be primarily export-oriented, and
restricts or prohibits themin a nunber of service and public



utility sectors. However, an increasing nunber of U S
conpani es find WOFEs, which now account for roughly 20% of al
foreign-invested enterprises (FIEs), to be a viable entry
vehicle to the China market, taking much |ess tine and noney to
set up than a joint venture (see Chapter |V).

Li censing: Technology transfer is another initial nmarket entry
approach used by many conpanies. It offers short-termprofits
but runs the risk of creating |long-termconpetitors. Due to
this concern, as well as intellectual property considerations
and the lower technical level prevailing in the China market,
sone firns attenpt to license ol der technol ogy, promsing

hi gher -1 evel access at sone future date or in the context of a
future joint venture arrangenent.

Li censing contracts nust be approved by and registered with the
M nistry of Foreign Trade and Econom c Cooperation (MOFTEC). A
tax of 10-20% (dependi ng on the technol ogy invol ved and the

exi sting applicable bilateral tax treaty) is withheld on royalty
paynments (see Section F of this Chapter).

Franchising: China has no |laws as yet which specifically
address franchi sing, but many foreign conpanies are beginning to
establish nmultiple retail outlets under a variety of creative
arrangenents, including some which for all practical purposes
function like franchises. Virtually all of the foreign
conpani es who operate multiple-outlet retail venues in China
ei ther manage the retail operations thenselves wth Chinese
partners (typically establishing a different partner in each
major city) or sell to a master franchisee which then | eases
out and oversees several franchise territories within the
territory.

Direct selling: Major U S. direct selling conpanies entered
the China nmarket in the early- to md-1990's, when China's | ega
and regul atory framework for this industry was not very clear.
Direct selling was quickly nodeled after by donestic Chinese
conmpani es, sonme of whom abused this legitinmate format of doi ng
busi ness and operated scans to rip off consuners and evade
taxes. |In early 1998, the Chinese governnent started

i npl ementing a series of strict controls over this industry,
culmnating in the re-licensing of all direct selling conpanies.
Al though a few major U S direct selling conpanies were re-issued
the business |license, restrictions are severe and requirenents
many, resulting in difficult business environnent. The U'S
direct selling industry is working pro-actively with various

Chi nese governnent departnents and agencies, as part of an



overall effort toward China's WIO accession, to construct a
fairer business climate in this industry.

E- conmerce: The Chi nese governnent has adopted an open attitude
towards the advent of E-commerce in China. There is considerable
anmount of interest anong both Chinese and internationa

busi nesses in establishing a sales channel on-line. |nvestnent
envi ronnent, however, is still premature due to the |ack of

cl ear defined regulatory powers over the industry, an effective
Chi nese certificate authentication system secure and reliable
on-line settlenent system and an efficient physical delivery
system Many U. S. I T sector conpani es have been actively
engaged in jointly devel opi ng these systens in China.

B. Sel | i ng Fact ors/ Techni ques

Rel ati onshi ps: Personal relationships in business are critical.
The Chinese feel nore confortable dealing with "old friends,"
and it is inportant for exporters, inporters, and investors to
establish and maintain close relationships with their Chinese
counterparts and rel evant governnent agencies. It is equally

i nportant that Anerican exporters encourage strong persona

rel ati onshi ps between their Chinese agents or distributors and

t he buyers and end-users. A web of strong persona

rel ati onships will help ensure snoot her devel opnent of business
i n China.

Foreign Currency: Chinese conpanies are not permtted to retain
forei gn exchange. In business deals with Chinese conpanies, U.S.
conmpani es have been asked to keep a portion of the Chinese
conpani es hard currency earnings in foreign bank accounts to
avoid reporting and turning it over to the foreign exchange
control authorities. As part of an effort to clanp down on
corruption and tighten foreign exchange control, the Chinese
government is comng down hard on such practices.

In contrast, FIEs are permtted to retain foreign exchange
contributed to or earned by the enterprise. On Decenber 1,
1996, China made its currency convertible on the current trade
account. However, foreign exchange bal anci ng requirenents
remain in effect in other Chinese |laws and regul ations and in
joint-venture contractual arrangenents.

Chi nese conpani es are, however, able to purchase the foreign
currency necessary for authorized inports and foreign-currency
obligations such as licensing fees, royalties, and | oans by
aut hori zed entities.



C. Advertising and Trade Pronotion

Advertising: Advertising is an effective way to create product
awar eness anong potential consunmers in China. Channels for nass
advertising include publications, radio, television and

bi || board displays, as well as sports sponsorship. There are
many adverti sing conpanies in China, including Chinese, foreign
and Chi nese-foreign joint ventures.

China's 1995 Advertising Law contains guiding principles that
set broad requirenents. For exanple, one of the requirenents is
that advertising should "safeguard the dignity and interests of
the State." Conparison advertising is not allowed, nor is use
of superlatives. Prices for advertising are regulated by the
State, and are higher for foreign than |ocal conpanies, although
t he Chi nese governnment has pronmised to elimnate such price

di scrim nation.

Trade Shows and M ssions: Hundreds of exhibitions are now held
annual ly in China. Most are sponsored or co-sponsored by

gover nnent agenci es, professional societies, or the China
Council for the Pronotion of International Trade (CCPIT). Shows
are al so organi zed by U S., Hong Kong, state trade departnents,
and ot her professional show organi zers. Show participation
costs are high and many reach only a | ocal audience.

El ectronic Conmerce and the Internet: The rapid growh of the
Internet raises interest in using "e-commerce” in China. Users
will grow by a factor of ten tinmes in tw years, fromtwo
million in 1998 to a projected twenty mllion in the year 2000.
Though China remai ns a devel oping country, the anbitious use of
hi gh technol ogy has nmade inroads with the growh of governnental
and busi ness-to-business forns of e-commerce. Governnent at al

| evel s seeks to use technology to informthe public about | aws,
deal with custonms and sinplify procedures, and busi nesses are
begi nni ng to conduct biddi ng, process sales and handl e contacts
on-line. In addition, direct marketing and sal es-on-line have
begun despite the |lack of credit card usage and distribution
difficulties. Despite the nascent stage of e-comerce, China
offers a growing market for firnms using or selling rel ated

i nformati on technol ogy products.
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Servi ce

Most Chi nese consuners are sensitive to price and will usually
choose the | ess expensive product unless they can be swayed by
better after-sales service or clearly better product quality.
For | arger purchases, attractive financing that |owers the
effective price is offered by Japanese, European and ot her
forei gn governnments conpani es of these countries respectively,
and may make some U.S. products |ess conpetitive.

Forei gn conpanies are normally not permtted to directly provide
after-sal es service and custoner support for their products sold
into China. FIEs can provide such services on products that



t hey manufacture in-country. Foreign firms sonme tines engage
aut hori zed Chi nese entities to provide service, often on a
contractual basis, or to establish service centers jointly that
can provide both spare parts and after-sales service. Anerican
conmpani es conpl ain that such arrangenents give them i nadequate
control over the quality of customer service and result in the
| oss of custoner confidence. Sonme conpanies opt to provide
regul ar servicing from bases outside of China, such as Hong
Kong. Anerican firnms, with the support of the U S. governnent,
are pressing for relaxation of these restrictions.

E. Sales to the Government

Government procurement is a decentralized process with each
Ministry or other government body establishing their own
procurement guidelines. Business with China’s Government is
usually conducted through state-owned/controlled companies
affiliated with a particular ministry. China's government
procurement practices are often not consistent with open and
competitive bidding. Chinese government procurement is, for the
most part, non-transparent. Purchases for virtually all
projects in China are subject to at least one, and usually
several, approvals from governments at various levels. While
tenders for projects funded by international organizations are
usually openly announced, most government procurement is by
invitation only. Competition is by direct negotiation rather
than by competitive bid. Goods and vendors for large projects
that are covered in the annual state plan are frequently
designated during the planning process. All information, from
solicitation to award, remains secret and is known only to those
companies involved or to officials in the planning and
industrial ministries. Direct sales to the Chinese Military are
also a possibility. While restrictions on this type of business
exist both in the United States and in China, U.S. manufacturers
have successfully sold a wide variety of products to the Chinese
Military through the General Logistics Department of the
People’s Liberation Army (PLA).

F. Intellectual Property Rights (IPR) Protection

The U.S. and China signed an IPR Memorandum Of Understanding
(MOU) in 1992, pursuant to which China improved its laws
governing IPR protection over the following two years and joined
the Berne Copyright and Geneva Phonograms Conventions. The
March 1995 extension of the IPR MOU sets out a plan for
enforcing IPR and grants market access to certain products. 1In
1998, in an effort to improve IPR coordination and enforcement,
China established a new organization, the State Intellectual



Property Office (SIPO). As envisioned, SIPO will eventually
have authority over the Patent Office, the Trademark Office, and
the National Copyright Administration. At present, however,
SIPO only controls the Patent Office, with which it is co-
located. The Trademark Office falls under the authority of the
State Administration of Industry and Commerce, while the
National Copyright Administration is controlled by the State
Printing and Publishing Administration.

Enforcement: Large-scale violations of intellectual property
rights in China, including counterfeiting and smuggling, often
overwhelm enforcement efforts. In recent years, China has had
considerable success in closing down factories that produced
illegal optical disks (CD’s, VCD’s, and CD-ROMs) computer
software products - only to see an increase in such products
smuggled across its borders. The authorities have also
conducted thousands of raids at both the manufacturing and the
retail level, resulting in the confiscation of counterfeit or
smuggled products. In 1999, the State Council issued a decree
admonishing government agencies to purchase only legal computer
software.

At the same time, in 1998, in reaction to continuing IPR
violations, over twenty U.S. companies in China formed an
informal coalition to draw the attention of Chinese and U.S.
Government authorities to the counterfeiting problem, and to
propose ways of strengthening enforcement. These companies
estimate their annual losses due to counterfeiting at over USD 1
billion. Severely limited market access for products such as
foreign movies and computer software provides an additional
incentive for smugglers and counterfeiters. Some U.S. companies
have devoted considerable on-the-ground resources to combating
IPR violations, with mixed results.

Enforcement options: The Chinese government agencies most often
involved in enforcement actions are the Quality and Technical
Supervision Bureau (TSB) and the State Administration of
Industry and Commerce (SAIC). ©U.S. companies have also reported
success in registering trademarks, patents and copyrights with
the Customs General Administration, which can then confiscate
infringing products. The Trademark Office and the National
Copyright Administration also can take action in cases involving
trademark and copyright infringement. In addition, China’s
court system can be utilized to enforce IP rights. In fact,
China has established special IPR chambers in the Supreme Court
and in many Intermediate Courts, whose judges have had special
training in IPR protection. Compared with the administrative



agencies (such as the SAIC and the TSB), which reportedly
sometimes conduct raids within hours of receipt of a complaint,
the court system is relatively slow.

Patents: Under China's patent law enacted in 1984, domestic and
foreign patent applications have increased steadily. Patent
protection was extended in January 1993 to pharmaceutical and
chemical products, as well as processes; the period of
protection was lengthened to 20 years. The amendments also
provide the patent-holder the right of importation and expand
the scope of patent infringement to include unauthorized sale or
importation of products manufactured with the use of patented
processes. Under the provisions of the MOU, China extends
transitional administrative protection to some U.S.
pharmaceutical and agrichemical products for up to
seven—-and-a-half years.

China acceded to the patent cooperation treaty on January 1,
1994, and will perform international patent searches and
preliminary examinations of patent applications. Under the
patent law, foreign parties must utilize the services of a
registered Chinese agent to submit the patent application.
Preparation of the application may be done by foreign attorneys
or the Chinese agent.

Copyrights: In March 1992, China established bilateral
copyright relations with the U.S. and in October 1992 acceded to
both the Berne Convention and the Universal Copyright
Convention. China also joined the Geneva Phonogram Convention
in April 1993. Following accession to the Berne Convention,
China explicitly recognized computer software as a literary work
and extended protection to computer programs for 50 years
without mandatory registration requirements.

Trademarks. Although problems remain with enforcement, China's
trademark regime basically conforms to world standards. 1In
October 1989, China joined the Madrid Pact for protection of
trademarks; the latter grants reciprocal trademark registration
to member countries. China amended its trademark regime in
February 1993 to add special regulations for criminal
prosecution for trademark infringement.

Legal framework: As of mid-year in 1999, China was engaged in
revising its basic IPR laws - patent, trademark and copyright -
in an apparent effort to bring their provisions more into accord
with international practice. ©No drafts have been released to
the public as yet.



China has a "first-to-register" system that requires no evidence
of prior use or ownership, leaving registration of popular
foreign marks open to anyone. The Unfair Competition Law
extends IPR protection to trade dress. Under the trademark law,
foreign parties must utilize the services of registered Chinese
agents to submit the trademark application. Preparation of the
application may be done by foreign attorneys or the Chinese
agent.

Trade secrets: In September 1993, the Chinese government adopted
the Law Against Unfair Competition. This law defines unfair
competition to include conduct that infringes the "lawful
rights" of another business operator, including acts that
violate "commercial secrets" rights. Commercial secrets which
can bring economic benefits to the authorized users and which
are protected by taking appropriate security measures are
defined to include technical and operational information not

available to the public. Sanctions under the law include civil
remedies such as damages, administrative sanctions such as
fines, and criminal penalties for "serious violations." China is

further obligated to protect trade secrets under the Paris
Convention for the Protection of Industrial Property, to which
it is a signatory.

Regulation of Technology Licensing: Technology transfer by
foreign companies is governed by 1985 regulations on technology
import contracts, which include contract-licensing patents,
trademarks, know-how or trade secrets; contracts for technical
services; and other technology import contracts. Contracts
transferring intellectual property as part of the foreign equity
contribution to FIEs are generally regulated by laws concerning
foreign investment. Technology licensing contracts must be
approved by MOFTEC or its provincial commissions. Some of the
issues of particular concern to U.S. companies include:

*The licensor cannot require confidentiality beyond the
duration of the contract, except where the supplier
provides improvements to the technology, and most
technology contracts are not to extend beyond 10 years.

*The licensor cannot restrict sales channels or impose
unreasonable restrictions on the export of products
produced with the licensed technology.

*Special approval is required for extended confidentiality,
export restrictions, and preferential treatment for payment
of royalty tax.



G. Local Professional Services

Licensing technology, opening a representative office and
establishing a subsidiary in China all involve Chinese tax and
other laws, as well as complex questions on structuring and
business practices that necessitate the use of attorneys,
accountants and consultants familiar with Chinese requirements.

Chinese law requires representative offices and FIEs to retain
the services of accountants registered in China to prepare for
official submission of annual financial statements and other
specified financial documents. To date, only Chinese
accountants and joint-venture accounting firms may provide these
services. However, all the major international public
accounting firms have offices in China and operate a thriving
practice providing services to foreign firms, from advice on tax
matters to assistance in setting up accounting systems and
preparation of feasibility studies.

Only attorneys licensed in China may appear in court and advise
on questions of Chinese law. At present, foreigners are not
permitted to qualify to practice Chinese law, nor are foreign
law firms permitted to form joint ventures with Chinese lawyers.
Registered foreign law firms in China are restricted to advising
on the law of their own jurisdictions. Nonetheless, many U.S.
and international law firms which have had years of experience
in doing business in China are an invaluable source of advice
and guidance in setting up ventures, drafting agreements and
resolving disputes. As of mid-1999, there were 105 foreign law
firms registered with the Ministry of Justice, including 26
firms from Hong Kong, and 27 firms from the United States.
Foreign law firms are allowed to open only a single office in
China, and may not employ Chinese attorneys in that office.

Commercial Service posts in China maintain lists of U.S. law,
accounting and consulting firms with offices in China, as well
as of Chinese firms with which the office or its customers have
had favorable dealings.

H. Due diligence
Doing business in China is not easy. Chinese bureaucratic
organizations may have unclear or overlapping authority. Laws

may be vague or contradictory. For U.S. companies, the single
most prevalent cause of trade and investment disputes has been
the joint venture partner. For this reason, there is a trend



towards wholly-owned foreign enterprises. At the same time, in
many cases there are good reasons for U.S. companies to seek a
Chinese joint venture partner: a Chinese company can assist by
providing advice, local experience, and connections, as well as
plant and equipment. Due diligence is the key to locating a
reputable company. Both Chinese and U. S. firms with offices in
China conduct due diligence investigations; the latter include
Dunn & Bradstreet, Kroll Associates, and Pinkerton Consulting
Services. Investigations are done for a fee, of course, but
companies should measure this fee against the possible costs of
attempting to cooperate with a local company which turns out to
be unreliable. The U.S. Commercial Service’s International
Company Profile (ICP) service is not offered in China.

V. Leading Sectors for U.S. Exports and Investment
A Best Prospects for Non-Agricultural Goods
1. AGC Agricultural Chemicals

2. ICH Fine and specialty Chemicals

3. TEL Tel ecomruni cati ons Equi pnent

4. CSF Conput er Sof t war e

5. FRA Franchi si ng

6. PMR Plastic Materials and Resins

7. BLD Bui | di ng and Construction Materials
8. DRG Pharmaceuticals

9. POL Pollution-Control Equipment

10. MED Medical Devices

11. MIL Machine Tools

12. APG Air Traffic Control Equi pnent
13. TRA Tourism

Below are the descriptions and statistics for the best
prospective U.S. commercial exports to China for 1997-1999 (in
US$ millions). The exchange rate used was 8.27 RMB to 1USS$. All
statistics are unofficial.

1. Agricultural Chemicals (AGC)

China’s agriculture-related markets have been the subjects of
great attention. Imports of chemical fertilizers have grown
rapidly in recent years, ranking among the top U.S. exports to
China. China lacks the raw materials to produce many products
such as potassium and phosphate fertilizers, and domestic
chemical fertilizers can just meet 86.5% of total market demand.
However, China still restricts imports of nitrogenous
fertilizers such as urea to protect local producers. Imports of



pesticides and herbicides have also been rising substantially,
although China’s exports of pesticides have exceeded imports
since 1994. The government’s control of import quotas are still
seen as an obstacle for exporting agricultural chemicals to the
local market. China’s accession to the World Trade Organization
(WTO) would gradually phase out the quotas.

1997 1998 1999
Total Market Size 10,845 11,850 12,400
Total Local Prod. 8,125 9,400 10,000
Total Exports 440 750 870
Total Imports 3,160 3,200 3,270
Total Imports from U.S. 1,165 1,200 1,220

*The above figures are calculated in US$ millions (1,000,000's)

2. Fine and specialty Chemicals (ICH)

The fine and specialty chemical industry is a development
priority for China’s chemical industry. China needs to import
many fine and specialty chemicals and intermediates to meet the
increasing market demand for chemicals with a wide variety, good
quality, and a high level of technology. These imports are not
all reflected in the statistics below because of complex multi-
national supply relationships. If GDP growth rates remain at
approximately 7 to 8 percent, there will still be substantial
growth in the fine and specialty sector, as indicated below.

1997 1998 1999
Total Market Size 7,720 7,870 8,330
Total Local Prod. 7,040 7,400 7,800
Total Exports 1,700 1,830 1,970
Total Imports 2,380 2,300 2,500
Total Imports from U.S. 262 280 300

*The above figures are calculated in US$ millions (1,000,000's)
3. Tel econmuni cati ons Equi pnent ( TEL)

Since the early 1990s, China s tel ecomuni cati ons market has
grown about 20 percent per year. In 1999, China plans to invest
about $20 billion in its tel ecomuni cations sector. The break-
up of China Telecominto fixed-line, nobile, satellite and
paging entities and the transfer of the paging section to China
Uni com may i ntroduce sone conpetition into the services market.
The Chi nese Governnent is also considering the entry of new



t el econmruni cati ons operators such as the China Cable TV Network
Corporation and the China Railway Tel econmuni cati ons Conpany.
These conpeting conpanies will seek the best quality products at
the | owest price, possibly leading to i ncreased equi pnent sal es
opportunities for foreign firns.

China’s Mnistry of Information Industry (MIl) is expected to:
digitize public and private networks; build a nati onw de

br oadband network using fiber optic cable, mcrowave and
satellite systens; expand the nati onwi de GSM nobil e network and
depl oy CDVA systens; inprove nanagenment and billing systens; and
pronpbte internet usage, especially electronic commerce. By the
end of 1999, MI plans to add 15.1 mllion to its current 96

mllion fixed |ine tel ephone users, 14.7 mllion to its current
29 mllion nobile phone users, and two mllion to its current
one mllion data comruni cations users. M1 predicts that year-

end nationw de teledensity will alnost attain 13 percent while
urban tel ephone penetration will reach 29 percent.

In early 1999, MI introduced a tel ecomunicati ons product

i censing system which requires the issuance of a |icense for
all tel econmuni cati ons equi pnent before being narketed i n China.
M | encourages operators to purchase donestically manufactured
products to support national teleconmunications manufacturers.
MI is also pressing for reviews of joint venture contracts to
ensure that foreign partners are transferring sufficient anounts
of technology. Geater flexibility is sonetinmes shown to
foreign conpani es that have excl usive technology or are willing
to invest in priority areas such as rural inland China.

Because of its need for increased nobile phone capacity, China
decided to comercialize the U S.-devel oped COVA systemin Apri
1999. China Unicom the only carrier licensed to build and
operate the CDVA system plans to invest $834 nillion in CDVA
infrastructure this year. The operator expects to achieve a
capacity of 2.6 mllion lines by the end of 1999 and 12 mllion
by the end of 2000. China also needs to provide nore bandw dt h,
both terrestrial and satellite, for its grow ng market demand
for information services. China is aggressively laying fiber
optic cables throughout the country and is depl oying ATM xDSL
and DADM anong ot her transm ssion technol ogies. China has

I ssued |icenses to China Tel ecom China Unicom and Jitong
Communi cations to test internet protocol telephony in 25 major
cities. |If the tests prove successful, additional |icenses wll
be i1 ssued.

China's tel ecommuni cati ons services sector remains closed to
direct foreign participation. However, China is engaged in WO



accessi on di scussions that nay eventual ly open both the basic
and val ue- added services markets. Tel ecomruni cations
specialists realize that China requires foreign expertise to
devel op the sector and a nunber of foreign conpanies already
provi de various kinds of teleconmunications consulting services.
For ei gn conpani es have had | ess success entering the services
mar ket usi ng the Chi nese- Chi nese-Foreign (CCF) financing nodel
with China Unicom |In August 1998, the Chinese Centra
Governnment rai sed concerns about this investnment nodel and
called for a review of the over 40 CCF contracts. China Unicom
and its foreign partners are still seeking to resolve this issue
in awy that is fair to all parties.

Best subsector prospects within this sector include:
Cel | ul ar networks, especially CDVA systens;

I nt ernet tel ephony networKks;

Br oadband transm ssi on technol ogi es;

Transm ssi on nedia such as fiber optic cable and satellite;
Pagi ng net wor ks;

Tel ecomruni cati ons consulting services, especially

managenent, billing, and custoner care.

1997 1998 1999
Total Market Size 10, 000 11, 500 13, 000
Total Local Production 5, 000 6, 500 7,500
Total Exports 2,000 2,000 2,500
Total Inports 7,000 7,000 8, 200
Total Inports fromU. S. 800 800 850

*The above figures are calculated in US$ mllions (1,000, 000's)
and represent unofficial estinates.

4. Comput er Sof t war e ( CSF)

Maj or growth in software markets may be inm nent. The bi ggest

problemremains in the illegal copying of software as the piracy
rate is over 90% But governnment commtnents to buy |ega
copies and the Y2K flaws in illegal copies may create new

demand. For now, the nobst sought after retail products are
ganes and entertai nnment software. The hi ghest dollar val ue
software are operating systens and dat abase managenent software
and Japan remains a |large conpetitor in the conputer gane

i ndustry. Mst U S. conputer products appear to enter China via
grey marketing channels from Hong Kong and do not appear in

of ficial Chinese trade statistics. The follow ng figures do not
i nclude the software used in tel ecommuni cation swtches.

1997 1998 1999



Total Market Size 1, 500 1, 970

2,170
Tot. Local Prod. 500 700 800
Total Exports 1 1 1.1
Total Inports 800 1, 000
1, 300
Total Inports fromU. S 720 900
1, 000

*The above figures are calculated in US$ mllions (1,000, 000's)
and represent unofficial estinates.

5. Franchi si ng ( FRA)

Despite the slowdown in GDP growth rate to the officially
targeted 7% for 1999, the swelling consunmer demand for choice
and variety has created worthwhile opportunities across the
retail spectrum Gowh in retail spending slowed down from 10%
to 1 — 2% between 1998 to 1999 nationwide. In najor coastal
cities, however, this slowdown is nuch | ess noticeable.

Already Asia s largest retail market outside of Japan, by 2005
China is projected to be honme to nore than 230 mllion m ddle-

i ncome consuners who will earn over $1,000 annual ly, whose
retail spending conbined will exceed $900 billion.

Franchi si ng has proven a prom sing node of entry into China's
consuner markets and tapping into portions of that spending.
China’s consuners are very open to experinmentation with

Aneri can-styl e shopping and food & beverage outlets. They are
seeki ng hi gher standards of service, better product quality and
wi der selection, and nore confortable and sanitary venues in
whi ch to spend and consune. Anerican food service franchises
are exceptionally popular in China, and are poised to capture
dom nant shares of this burgeoning market. American brands such
as the McDonal d’s, KFC and Pizza Hut have becone househol d
nanmes, W th hundreds of outlets established nationw de. O her
Ameri can franchi ses such as Subway and Schl ot zsky's are al so

qui ckly making their way to nore Chinese cities. The potentia
for franchise devel opnent in many lucrative markets, however, is
presently still unexplored. Best prospects include food &

beverage, autonotive servicing, filmprocessing, health &
entertai nnment (including video rental and novie theaters),
bi cycl e and sporting goods outlets, education and test
preparation services.

1997 1998 1999 est.
Tot al Mar ket 344, 400 392, 500 435, 675
Total Local Production 341, 000 388, 400 430, 680



Total Exports N A N A N A
Total Inports 3, 400 4,100 5, 800
Total Inports fromU. S. 1,100 1, 600 2,240
*The above figures are calculated in US$ mllions (1,000, 000"s)
and represent unofficial estinates.

0. Plastic Materials and Resins (PMR)

The plastic materials and resins market in China is being driven
by demand for higher quality products with the explosive
development of end-user industries. Many imports are coming from
Asian competitors whose currencies have plummeted during the

Asi an financial crisis.

The I ocal market requires inports of polyethylene (LDPE and
HDPE), pol ypropyl ene (PP), polystyrene (PS), acrylonitrile
but adi ene styrene (ABS) and polyvinyl chloride (PVC). This
mar ket is subject to the fluctuations of its up-stream supply
and down-stream nar ket denmand. Engi neering plastics, which
possess speci al physical and chem cal properties, are used

wi dely in various industries as special material s.

U. S. products such as engineering plastic materials and
additives, with high-technology inputs, are very conpetitive in
the local market. This segnent is expected to grow faster than
any other.

1997 1998 1999
Total Market Size 8,830 10,450 11,610
Total Local Prod. 2,870 3,300 3,780
Total Exports 440 530 620
Total Inports 6, 400 7,680 8, 450
Total Inports fromU. S. 550 610 670

*The above figures are calculated in US$ millions (1,000,000's)
7. Bui | di ng and Construction Mterials (BLD)

The U. S.-China Presidential Housing Initiative, agreed upon in
1998 in Beijing provides for increased cooperation between the
two countries on building China s housing. Perhaps nore
influential to U. S. conpanies’ ability to conpete will be
China's accession to WO,  Currently, China's tariff rates for
many building materials attenpt to “encourage” |ocal production
over exports.



Still, the housing market projects continued gromh for the near
term While Chinese authorities claima residential growh rate
of 35 percent over the past few years, nost anal ysts agree that
a nore realistic estimate for the near termwould be around 15-
20 percent. The per person anount of |iving space in urban

Chi na has already gone from 3.6 square neters in 1990 to 8
square neters in 1998. The goal for 2005 is 12 square neters
per person, keeping the housing market boom ng. Housing
construction in Shanghai alone was 15 mllion square neters in
1996, 16.8 in 1997, 15 in 1998 and an estimated 12 in 1999.

There are three basic types of housing in China. “Commobdity” and
“Benefit” housing, which both fall under the headi ng of
“Econom cal ” housing are the nost conmon types. (Benefit housing
was allotted to workers by their enployers up until |ate 1998.)
These two types of housing generally cost in the $272-302 (2250
— 2500 RMB) per square neter range. The third group anmounts to
| ess than one percent of all housing, and is geared towards
expatriates and wealthy Chinese. This type of housing starts at
t he $700-1000 (5800-8300 RMB) per square neter |evel.

Al t hough there continue to be building projects at hand, the
nunber of enpty residential and commercial structures coupl ed
with China's recent efforts at making lending institutions nore
profitable are of increasing concern. |In Beijing and Shangha
the glut has already reduced prices of commercial real estate,
whil e nore new buil dings continue to go up.

In addition to construction of buildings, the Chinese governnent
has nmade great strides in upgrading the transportation
infrastructure here. Roads and bridges, railroads and stations,
light rail and subways, airports and seaports are all included
in the N nth-Five-Year-Plan (1996-2000), which called
construction a “pillar industry”, worthy of governnent

i nvestnments of substantial tinme and noney to support
construction projects. For exanple, in 1998, 431 billion

renm nbi (RMVB) ($52.1 billion) was spent on urban housing, and
216.8 billion RVB ($26.2 billion) was spent on hi ghways.

Al though this Plan is nearing its conclusion, predictions are
that infrastructure construction including will renmain a nmajor
conponent of the governnent’s Tenth 5-Year Plan which is now
bei ng fornul at ed.

While there is intense competition between foreign companies
(mainly from Japan, Taiwan, Germany, Italy, Hong Kong and
Korea), U.S. companies have fared well in many of the sub-sector
categories, shown by an analysis of official Chinese import
statistics.



The data provided bel ow sunmari ze the inport trend of building
materials, based on inports in several HTS categories. These
categories only represent inports of

stone products, wood products, ceram cs and gl ass products and
so nust therefore be viewed as inconplete, though representative
of general trends.

1997 1998 1999
Total Market Size 43963.1 47597 52530
Total Local Production 45, 300 49, 000 54, 000
Total Exports 4356.8 4521. 3 4690
Total Inports 3019.9 3118.3 3220
Total Inports fromU. S. 248.7 241. 2 245

*The above figures are calculated in US$ mllions (1,000, 000's)
and represent unofficial estinmates. Production nunbers are

esti mates based on Chinese statistics. Trade nunbers are based
on Chi nese custons figures for the above four groups of HTS
codes.

8. Pharmaceuticals (DRG)

Until recently, China’s pharmaceuticals market has been one of
the fastest growing markets in the world. From 1990-1996, the
western pharmaceutical market grew almost 20% annually and has
now expanded into a $14 billion market. While overall demand
should continue to grow at 10%, import and joint-venture product
market share and profits are expected to fall. Joint-venture
drugs account for 50-60% of the drug market. 1In 1998, the wvalue
of imported drugs dropped to $1 billion. Due to pressures from
the reimbursement system, which favors domestic medicines,
import drug market share will continue to gradually shrink. The
challenges facing U.S. exporters and Jj-v companies exist in a
changing healthcare environment which now 1includes great
individual contributions for health insurance coverage, the
prospect of individual <choice for  Thospital services and
healthcare products, and new retail outlets for medicines.

Recently implemented central and local government price and
profit control measures aimed at containing the rising costs of

healthcare, and 1in particular, medicines, may unfairly
disadvantage imported and joint-venture products in pricing and
treatment. Also, the government’s National Essential Drug

Bulletin, which 1lists all drugs that are available for state
reimbursement, promote domestic companies by listing only those
foreign drugs which do not have a domestic substitute. The



lack of intellectual property rights enforcement is another key
concern as are regulatory barriers.

The drug distribution system is inefficient and adds
considerably to the retail cost of medicines. It is hoped that
WTO accession will open the distribution system by allowing
private and foreign firms to operate 1in the distribution
system.

In 1998, gross domestic output value reached $19 billion,
increasing 14% over the previous year. The domestic industry is
characterized by non-branded generic production, overproduction
and losses. The government is undertaking the consolidation of
the over 6,000 pharmaceutical enterprises, of which 71% are
state- and collectively-owned.

It is estimated that most hospitals derive over 60% of their
revenue from prescription sales and hospitals remain the main

outlets for pharmaceuticals, with 70 - 85% of all medicines
sold through hospital pharmacies. This will change with the
separation of hospital pharmacies from health care services,
and with the growing numbers of retail pharmacy outlets. The
trend is already evident. By 1998, the retail value of drugs
increased from 5% to 15%, and in some areas reached 20% - 30%.

Retail pharmacy outlets are expected to grow in numbers once
the government introduces its system to classify drugs as over
the counter (OTC). SDA announced it would implement the OTC
system in 1999.

The young sub-sector market for dietary supplements has taken
off in the past several years. Experts estimate that the
industry, currently worth $2.4-3.6 billion, will grow to $6.1
billion in 2000 and $12.1 billion in 2010. Despite recent
setbacks due to the Asian economic crisis, the industry promises
to continue this trend as growing numbers of consumers seek
products with curative, weight loss and other health enhancing
effects. The number of dietary supplement domestic suppliers
has increased 30-fold since 1992. Complicated product
registration requirements and inexperienced and inefficient
distributors are common obstacles to export and sales. (The
following statistics do not include this industry sub-sector.)

1997 1998 1999
Total Market Size 17,549.48 20,116.01 22,469.29
Total Local Production 17,306.04 19,728.89 22,490.93
Total Exports 639.29 693.55 598.64

Total Imports 243.44 387.12 577.00



Total Imports from U.S. 20.87 35.04 34.97

*The above figures are cal cul ated from Chi nese Custons
statistics (only registered inports therefore are included) and
production figures from SETC (which include traditional Chinese
medi ci ne production). (US$ mllions/1,000,000's)

9. Pollution-Control Equipment (POL)

Quantifying the Chinese environmental market is difficult
because accurate data is scarce and environmental goods and
services do not fit cleanly into standard customs
classifications. China spent roughly $ 8.7 billion on the
environment pollution treatment in 1998, rising 14.5% of that in
1997. Chinese authorities hope to boost environmental spending
to 1.5% of GDP by 2000, about $16.8 billion annually based on
official growth projections, to address China’s most pressing
environmental needs. The market is growing rapidly, but only a
portion of it is truly accessible to foreign firms due to
financing and hard currency constraints, low-cost local
competition, closed bidding practices and other market barriers.
Products enjoying the best sales prospects include low-cost flue
gas desulfurization systems, air and water monitoring
instruments, drinking water purification systems, vehicle
emissions control and testing devices, industrial wastewater
treatment equipment, and resource recovery technologies. Most
end-users and regulators hold an extremely favorable opinion of
U.S. technology.

Most large U.S. environmental firms have concentrated on World
Bank and Asian Development Bank projects. The future may be
brighter as affluent coastal cities begin to dramatically
increase environmental spending, multinational investors uncork
new sources of demand, and municipalities experiment with new
project financing models. As income levels rise in a huge
country with acute environmental needs, China’s environmental
market may grow to become one of the world’s largest. However,
American companies may find that their competitors have already
gained firm beachheads because these firms are now winning
contracts with the help of concessional financing, grants, and
other tied aid from third country governments. According to
UNDP statistics, environmental tied aid programs are not drying
up, and many U.S. companies cite this as their biggest
competitive challenge.

1997 1998 1999
Total Market Size 3,452 4,042 4,835



Total Local Production 1,440 1,800 2,250

Total Exports 38 50 65
Total Imports 2,050 2,292 2,650
Total Imports from U.S. 307 368 450

*The above figures are calculated in US$ millions (1,000,000's)
and represent unofficial estimates.

10. Medical Devices (MED)

China is the second largest medical-device market in Asia (after
Japan), estimated at more than $1.4 billion for 1998. The
market is now the third largest in the world for high-tech
equipment like CT, Nuclear Medicine, MRI and Ultrasound
equipment. Imports account for 40-50% of market share, with the
U.S. controlling 16-18% of the total market, followed by Japan
and Germany. Although figures are highly variable depending on
the market segment, market growth in general is expected to be
about 10% over the next three years. Local manufacturers
continue to lose ground to imports in many important segments of
the market.

There are currently more than 200 foreign medical-device
companies operating in China. Domestic production capability
continues to grow, although the vast majority have yet to comply
with GMP guidelines. Domestic industry strength will continue
to be in the low- to medium-technology range and therefore may
not be directly competitive with many imported products.

The Chinese health care system is currently in a state of
change. Over past several years, the Chinese Government has
instituted a series of reform measures in both the urban and
rural health care systems. Major equipment purchases must now
be preceded by a letter of need issued by the Ministry of
Health. Price caps/controls and a reimbursement list, not
unlike that seen in the pharmaceutical sector, are also designed
to bring down costs. Regulatory system reforms have been
undertaken although registering products with the SDA, which has
serious resource constraints, can still be a lengthy process.

Decision to enter into this highly competitive market should be
taken carefully, even though steady economic growth, a large and
growing population, and increased wealth with a commensurate
increase in access to health care should make this an attractive
market in the long term. Most companies in the market today,
however, report that it may take years to realize profits on an
investment in China.



1997 1998 1999

Total Market Size 2,851.24 3,697.98 4,931.18
Total Local Production 2,781.14 3,627.57 4,731.061
Total Exports 186.25 209.84 157.12
Total Imports 256.35 280.25 356.69
Total Imports from U.S. 75.22 104.17 157.27

* The above estimates are calculated from Chinese Customs
statistics (only registered imports are included) and production
figures from SDA (which do not exclude non-medical device
production at local enterprises). (US$ millions/1,000,000's)

11. Machine Tools (MTL)

In spite of continued U.S. export control restrictions on the
sale of machine tools to China, U.S. manufactured machine tools
are still sought by Chinese buyers. This year China will host
the Sixth Biannual China International Machine Tool (CIMT) Trade
Show in Beijing October 20-26, 1999. This event is one of the
largest trade events in China for U.S. exporters. The USDOC-AMT
(Association of Manufacturing Technology) American Pavilion
generally fills an entire hall floor at the China International
Trade Exhibition Center.

In a special preparatory trade promotion activity for 1999, AMT
has organized a large U.S. machine tool delegation. From Sept.
12-24, 1999, it will visit 24 entities in the following cities
in Eastern China - Shanghai, Nanjing, Wuxi, Jiangyin, Suzhou,
and Kunshan. The aim of the delegation is to incite buyer
interest for U.S. exhibitor products at CIMT the following month
in Beijing. Delegation members will look at potential user sites
and offer on the spot advice on the unique versatility and
effectiveness of U. S. machine tools for specific end-user needs
and applications. AMT is coordinating this event with the
Shanghai Commercial Center.

Sophisticated American numerically controlled machine tools are
always the first choice by automobile and aircraft manufacturers
and Chinese Universities. However, ever stricter USDOC export
controls, USDOC export license processing delays, USDOC license
rejections, stringent U.S. Consular Service business visa
requirements, Chinese government passport processing emnt and
visa delays and rejections, are driving Chinese buyers to look
toward Germany and Japan for their machine tool needs.



1997 1998 1999 EST

Total Market Size 3214 2870 2969
Total Local Prod’n 1893 1713 1750
Total Exports 281 234 213
Total Imports 1602 1391 1492
Total Imports from U.S. 120.9 101.61 118

*The above figures are calculated in US$ millions (1,000,000's)
and represent unofficial estimates. The source of the 1997 and
1998 figures is the China Machine Builders Tool Builders
Association (CMBTA). The figures for 1999 are FCS estimates
based on CMBTA first quarter results.

12. Air Traffic Control Equi pnment (APG

Al t hough not expanding at the rates earlier predicted, China s
aviation market is still growing at rates above the world
average, putting trenendous strain on China' s limted air
traffic control (ATC) infrastructure. Recognizing the inherent
safety and resulting public relations issues associated with an
air traffic control system the Chinese Governnent renains
commtted to updating not only individual airport systens but
also to adding up to ten area control centers (ACC) over the
next 10-15 years.

Chi nese aviation authorities are famliar wth the technical
superiority of U S. high tech products, and the reliable service
and training that U S. suppliers provide to their custoners.
Wil e conpetition fromthe French is especially fierce, U S.
exports in this sector have been steadily growi ng, while the
Italians have | ost market share to both US and French firns.

The data provided bel ow sumrari ze the inport trend of ATC
products, based on inports in several HTS categories. These
categories only represent inports of radar, renote radio contro
appar at us, navigational aids, and parts thereof, so nust
therefore be viewed as inconplete, though representative of
general trends.

I ndustry anal ysts and busi ness peopl e agree that the Chinese

authorities have available and are willing to spend up to $500
mllion during the next five years on core conponents of ATC
equi pnent .

1997 1998 1999
Total Market Size 120 140 170

Total Local Production 0 0 0



Total Exports 0 0 0
Total Inports 120 140 170
Total Inports fromU. S. 30 55 119
*The above figures are calculated in US$ mllions (1,000, 000"s)
and represent unofficial estinates.

13. Tourism (TRA)

The nunber of Chinese visitors traveling to the United States
has been steadily growi ng over the past 10 years. However, the
Chi nese governnent has yet to designate the United States as one
of China' s official tourist destination countries. Chinese
citizens who visit the United States are technically not
tourists. For the purpose of U S. visa applications, npst
Chinese visitors to the United States go under the category of
“business trips.” Nonetheless, alnost all Chinese visitors
build a significant tourist conmponent into their itinerary
ranging froma half-day stop at Disneyland to a nulti-city
touri smspree across the country.

Bef ore enbarking on their trip, nost Chinese tourists consult
friends who have visited the United States before. They then
carefully plan their itinerary to ensure that they pack in as
many sites as possible. Sone of the top U S. destinations for
Chi nese tourists include Los Angel es, San Franci sco, Honol ul u,
Las Vegas, Ol ando, New York City, and Washi ngton, DC. Sel dom
do Chinese tourists travel to one U S. location for a |onger
period of time unless they are visiting famly. The | argest
concentrations of Chinese in the United States are |ocated in
the vicinity of Los Angel es, San Francisco, New York GCty, and
Houston. By now, many Chi nese have already visited the United
States at | east once so they are now seeki ng out nore non-
traditional destinations. This nmay provide additional U S.
cities with an opportunity to devel op Chi nese tourism

Except for official Chinese governnment del egations, which by

Chi nese law nust fly Chinese airlines, nost Chinese visitors
prefer the service and courteousness of U S. carriers such as
United Airlines and Northwest Airlines. Chinese visitors tend
to reside in hotels that fall into the m d-range category and
they are often willing to stay in the suburbs to secure a nore
reasonabl e room price. Chinese travelers to the United States
di ne al nost exclusively at Chinese eating establishnents and are
even willing to drive far out of their way in order to find

Chi nese food.

Travel experience to various countries |eaves many Chi nese
tourists convinced that U S prices for quality name brand



products are the lowest in the world. Most visitors cone to the
United States with |ong shopping |ists and have a mall or two on
the travel agenda. This desire to shop in the United States is
facilitated by the official allocation of $2,000 in foreign
exchange to each Chinese citizen going on overseas tours. It
appears, however, that nost visitors bring many tinmes the

of ficial quota by exchanging local currency for U S. dollars on
the gray market.

U.S. Exports of Travel & Tourism Services to China, 1994-97
in US Millions

1994 1995 1996 1997
Mainland China:

Travel 369 406 807 1,101
Passenger Fares 9 18 100 142
Total (Travel & Tourism) 378 424 907 1,243
Hong Kong:

Travel 567 644 624 741
Passenger Fares 249 325 380 471
Total (Travel & Tourism) 816 969 1,004 1,212

Mainland China and Hong Kong:

Travel 936 1,050 1,431 1,842
Passenger Fares 258 343 480 613
Total (Travel & Tourism) 1,194 1,393 1,911 2,455
Percentage Share of Regional Total

China:

Travel 2.1 2.0 3.7 5.1
Passenger Fares 0.1 0.2 1.3 1.9
Total (Travel and Tourism) 1.6 1.5 3.1 4.3
China and Hong Kong:

Travel 5.4 5.1 6.5 8.5
Passenger Fares 4.0 4.6 6.3 8.3
Total (Travel and Tourism) 5.0 5.0 6.5 8.4

Source: ITA/TD/SIF/0SI, based on estimates in the Survey of
Current Business, Oct. 1998
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8. Beef and Pork Variety Meats
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11. Forest Products

1. Gains

Wheat PS&D Code: 0410000
Corn PS&D Code: 0440000
Bar | ey PS&D Code: 0430000

Al t hough the volune of trade is likely to fluctuate dependi ng on
donesti c production, China s demand for wheat, corn and barl ey
IS expected to grow in the next few years. The underlying
demand factors in the next five years will be limted | and for

| ocal production, increasing population, better inconmes as well
as changi ng consuner preferences, which will favor greater wheat
and corn consunption over rice. |Inports continue to be
controlled by the central governnent and purchases are dom nated
by the state grain nonopoly, COFCO  However, the WO accession
package being discussed with China calls for allow ng greater
access to China's markets by private inporters. For nore
information go to http://ww.fas.usda.gov to view the Gain and
Feed Annual, report nunber CH9012.

MY1997/ 98 My1998/ 99 MY1999/ 00
Total Market Size 228.5 238.9 237.7
Total Local Production 231.1 238.5 234.5
Total Exports 6.2 3.0 3.0
Total Inports 3.6 3.4 6.2
Total Inports fromU. S 0.4 0.7 1.4

Unit: MIlion Metric Tons
2. Grass Seeds

China' s quest to beautify its cities, curb soil erosion and
grow ng deserts and inprove its forage industry is causing the
grass seed nmarket to expand rapidly. Gowth has been especially
strong in the last two years, due to the floods of 1998 and
concerns over environnental degradation. U S. grass seeds
conpose 75 percent of the inport market, due to their superior
qual ity and aggressive marketing efforts by U S. seed

organi zations. Future annual growh in total inports is
forecast to be 30 percent for the next 2 years. Mjor
conpetitors of the U S. are Australia and New Zeal and. For nore
i nformation go to http://ww.fas.usda.gov to view the Planting
Seeds Annual, report nunber CH8060.



MY1997/98 MY1998/ 99 MY1999/ 00

Total Market Size N A N A N A
Total Local Production N A N A N A
Total Exports 1, 299 2, 600 3, 200
Total Inports 3,051 4,000 5, 200
Total Inports fromthe U S. 2,280 3, 000 3,900

(Unit: netric tons)

3. O | seeds

Soybeans PS&D Code: 2222000 (beans)
Soybean Meal PS&D Code: 0813100 (neal)
Soybean QO | PS&D Code: 4232000 (oil)

Long-term prospects for soybeans and soybean products are
expected to continue inproving in future years. In 1998, China
i nported sone 2.6 MMI of soybeans, 570 TMI of soybean neal, and
420 TMI of soybean oil fromthe U S. alone. Short-term
prospects however, have declined due to the Asian financial
crisis and a general slowdown in China s econony, which has
caused demand for soybean products to fall. Recent policy
changes in China have al so favored i nports of soybeans over
soybean products.

Short-term prospects are weakest for soybean neal, which has
been nost directly affected by the sl owdown in the |ivestock
sector. Persistent runors of a reinstatenent of the 17% VAT on
soybean neal have al so served to keep inports low Q1 demand
remai ns high, but inmports have fallen. This year, the

gover nnment has del ayed announci ng i nport quotas for vegetable
oil for several nonths, and quotas are expected to be | ower than
in the past as the governnent seeks to boost prices in support
of the donmestic crushing industry. As a result of the
constraints placed on processed products and declining donestic
production, soybean inports continue to grow, though an

I ncreasing portion of these inports are com ng from South
America. Conpetition is also growing frominported rapeseed.
For nore information go to http://ww.fas.usda.gov to viewthe
QO | seeds Annual, report number CHI014.

Soybeans
MY1997/ 98 WY1998/99 MY1999/ 00
Total Market Size 17, 500 17,170 17, 670

Total Production 14, 728 13, 850 14, 050
Total Exports 168 180 180



Total Inports 2,940 3, 500 3, 800
Total Inports fromU. S 1,890 2, 600 3, 000
Unit: 1,000 netric tons

Soy Meal

MY1997/98 MY1998/ 99 My1999/ 00

Total Market Size 12, 760 11, 455 12,185
Total Production 8, 580 8, 220 8, 500
Total Exports 18 15 15
Total Inports 4,198 3, 250 3, 500
Total Inports fromU. S. 795 570 665

Unit: 1,000 netric tons
Soy Q|

MY1997/ 98 MY1998/ 99 MY1999/ 00

Total Market Size 2,945 2,738 2,895
Total Production 1,775 1,718 1,775
Total Exports 80 80 80
Total Inports 1, 250 1, 100 1, 200
Total Inports fromU. S. 380 420 440

Unit: 1,000 netric tons
4. Poul try Meat

China is a net exporter of poultry meat, but because its export
and i nport markets are disjointed, both exports and inports are
expected to exhibit double-digit gromh through the end of the
century. The primary exports are live birds to Hong Kong and de-
boned chi cken pieces to Japan. The inport sector consists
primarily of frozen parts such as feet, wings, wing tips, |egs,
and gi zzards. The rapid rise of the fast food i ndustry in China,
bot h donestic and forei gn-owned chai ns, bodes well for continued
strong demand for inported poultry neat. Inport statistics
reported bel ow are based on USDA PS&D data and take into account
transshi pnments t hrough Hong Kong into Southern China. For nore
information go to http://ww.fas.usda.gov to view the Poultry
Sem - Annual Report, report nunber CH9802.

1997 1998 1999
Total Market Size 10, 760 11, 320 11, 860
Total Local Production 10, 400 10, 700 11, 000
Total Exports 420 380 400
Total Inports 780 780 760

Total Inports fromU. S. 500 480 470



Unit: 1,000 netric tons)
5. H des & Skins PS&D Code: 2111000

China is a major market for inported bovine hides and skins

whi ch are processed and used in finished | eather goods for
export. Over 50 percent of hide inports enter China via Hong
Kong as re-exports. The finished | eather export industry relies
on high quality hides for raw material, making U S. hides
extrenely conpetitive. During the past 3 years the U S. nmarket

share has grown to 24 percent. Demand for U S. hides wll
continue to grow as consuners of China s finished |eather
products demand better quality. Demand for inported sem -

finished | eather and wet blues is forecast to increase nore

qui ckly than for raw hides. South Korea and Tai wan presently
are the | eading suppliers of sem -finished | eather and wet

bl ues. However, South Korea's raw hide inports are believed to
originate in the U S. Recent slow ng demand abroad for Chinese
finished | eather products and falling hide prices could threaten
U.S. hide exports to China in the short run. Rising Chinese

i ncone levels will create a future market for high quality
finished | eather goods, bringing increased demand for U. S

hi des. For nore information go to http://ww.fas.usda.gov to
view the Hi des and Skins Market Brief, report nunber CH8055.

1997 1998 1999
Total Market Size 1,624 1,794 1, 698
Total Local Production 2/ 350 357 363
Total Exports 76 63 65
Total Inport 1/ 1, 350 1, 500 1, 400
Total Inports fromU. S. 1/ 450 600 600

Unit: 1,000 Metric Tons

1/ Inports are estimated and include re-exports through Hong
Kong.
2/ Production is estinmated.

0. Snack Foods

Rel i able statistics are not yet available on China's
consunption, production, or trade of snack foods, but U S. trade
data clearly reflects the increasing demand for this high-val ue
product. In the 1993-1997 period, U S. direct exports of snack
foods to China increased at an annual rate of 42 percent to a
record high of $12 mllion in 1997. Regi onal economc crisis and
restructuring of the state sector slowed down China’ s econony in
1998, and U. S. direct exports of snack foods for that period
fell over 25%to $8.6 million. [Inproving |iving standards,



conbi ned with consunmers interest in convenience and quality,
continue to generate demand for inported snack foods. A mld
economi c recovery and stabilizing regional markets are expected
to push U S. exports back up as nmuch as 15%in 1999. Wen

consi dering the broader category of snack foods that includes
nuts and chocol ate (which are not included bel ow, but are
experienci ng steady market growh), the follow ng data are
conservative. Hong Kong remmins an inportant conduit for these
products, and it is certain that the below figures grossly
underesti mate the actual sales of U S. snack foods in China.

1997 1998 1999
Total Market Size N A N A N A
Total Local Production N A N A N A
Total Exports N A N A N A
Total Inports N A N A N A
Total Inports fromU. S. 12, 000 8, 600 10, 000

Unit: U. S $1, 000
7. Fresh Fruits

Al t hough China’s fruit production is huge, inportant export
opportunities still exist thanks to the country’s poor post
harvest storage and handling practices and facilities. Inported
U S. varieties that have done well to date include appl es,
oranges, pluns, and tabl e grapes.

At the present tine, Washington state apples, Washington state
cherries, and California table grapes are the only U S. fruits
with full access to China. A recently negotiated agreenent wll
allow U.S. citrus full access soon. Although U S. pears and many
types of stone fruit currently do not have access due to
phytosanitary restrictions, ongoing negotiations between USDA
and China’s Mnistry of Agriculture nay result in access in the
near future. A few Chinese inporters have |icenses to inport

US. fruits (other than apples, cherries, and grapes) for hotels
and supermarkets that cater to overseas visitors.

A large amount of China's fresh fruit inports enter the country
t hrough Guangdong provi nce, which borders Hong Kong, and then is
di stributed to nost of China's major cities. Mich of this fruit
Is not recorded in China s official custons statistics, but
appears in Hong Kong transshi pnment data. The val ue of these
fresh fruit transshi pnents exceeded U.S.$ 170 mllion in 1998.
For nore information go to http://ww.fas.usda.gov to view the
Citrus Annual (report nunber CH8645), the Fresh Deci duous Fruit
Annual (report nunber CH8630), and the Stone Fruit Situation
(report number CH9602).



1997 1998 1999

Total Market Size N A N A N A
Total Local Production 50, 893 54,529 57,000
Total Exports 602 564 550
Total Inports 638 646 655
Total Inports fromU. S 8 13 15

Unit: 1,000 Metric Tons
8. Beef & Pork Variety Meats

Simlar to poultry parts, there is a trenendous demand i n Chi na
for beef and pork cuts of all types. Since many |livestock parts
are not eaten by Anerican consuners, Anmerica has a |arge supply
of beef stomach and pork tongue, ears, hearts, stomach, Kkidneys,
liver, intestines, feet, and tails at reasonable prices. Beef
stomach (omasun) can be legally inported and is in high demand.
Beef and pork are not permtted entry into China by the State
Adm ni stration for Entry-Exit Inspection and Quarantine (SAl Q,
except for consunption in major hotels, restaurants and the food
processing i ndustry. However, consunption of inported neats is
on the rise in China, nost of which enters via Hong Kong through
vari ous ports in Guangdong Province and then is shipped north in
insulated trucks or rail cars. China s total inports of beef
and pork in 1998, including nuscle nmeat and offal, exceeded 217
t housand tons, nore than 80 percent of which was re-exported
from Hong Kong. Inports of these products increased by over 50
percent in 1998. For nore information go to

http://ww. fas.usda.gov to view the Livestock Annual, report
nunber CHO037.

9. Dairy | ngredients PS&D Code: 0224200

Whil e Australia, New Zeal and, and the EU presently are China’'s
primary dairy suppliers, the United States will becone nore
conpetitive in the future, as Federal dairy support prices fade
away by 2002. Whey powder is the U S.’s |eading dairy export
coommodity to China. Presently, no whey powder is produced in
Chi na. Strong denand for whey as an ingredient in piglet feed

and baby formula will remain strong. There also is potentia
for dry mlk powder exports, as consuners denmand i ncreasing
quantities of donestically produced ice cream and yogurt. For

nore information go to http://ww.fas.usda.gov to view the Dairy
Annual Report, report nunber CH8047.

Powder M1k (Non-fat & Wol e fat)

1997 1998 1999



Total Market Size 435 461 481

Total Local Production 390 411 431
Total Exports 8 8 8
Total Inports 53 58 58
Total Inports fromthe U S 6 7 8

(Unit: 1,000 netric tons)
10. Seaf ood

Chi na has been one of the |argest producers of seafood products
in the world for several years, making the country al so one of
the worl d’ s biggest seafood exporters. However, China’ s ocean
fishing fleet catches and inshore fishing resources are facing
difficulties nmeeting demand. China also inports a |arge anount
of seafood from other countries. Aside fromthe United States,
Russi a, Argentina, Japan, and South Korea have been nmj or

seaf ood exporters to China. U S. exports of seafood to China

i ncl ude sal non, pollack, squid, flat fish, sole, king crab, and
yel | ow croaker. For higher val ue products such as crustaceans
and nol | uscs, Australia, Canada, and the countries of Southeast
Asia are major U S. conpetitors. For nore information go to
http://ww. fas. usda.gov to view the Live Seafood Market Brief,
report nunber CH8637.

1997 1998 1999
Total Market Size N A N A N A
Total Local Production N A N A N A
Total Exports 746 823 890
Total Inports 492 683 750
Total Inports fromU. S 85 65 68

11. Forest Products

Despite the current econom c sl owdown, forest products inports
have continued to grow, and the prospects for continued growh
are excellent. |Increased inport demand is being driven by
grow ng consunption and declining donmestic supplies. The
governnment’ s housi ng reform canpai gn has hel ped to stinul ate
consunption by increasing the demand for wood products for
interior decoration and furniture. Demand is greatest for

har dwood products, as Chinese consuners are unfamliar with
softwood. There has al so been growth in the construction of
wood- frane housi ng, though this has been restricted to the very
hi gh end of the market.

The decline in donestic supply is largely the result of China s
current ban on logging in state forests. The ban was instituted
as a result of floods in 1998, which were blamed on the effects



of over-logging. The ban has already brought about nopdest

i ncreases in donestic tinber prices. The governnent responded
by reducing tariffs on a wi de range of wood products in early
1999. U.S. exporters to this market face strong conpetition
from Eur opean hardwoods and from tropi cal hardwoods from

Sout heast Asi a.

Roundwood
1997 1998 1999
Total Market Size 63, 288 59, 032 55, 139
Total Production6l, 308 56, 800 52,623
Total Exports 24 22 20
Total Inports 2,004 2,254 2,536

Unit: 1,000 netric tons

Tenper at e Har dwood Lunber

1997 1998 1999
Total Market Size 8, 825 8,273 7,788
Total Production 8, 300 7,636 7,025
Total Exports 308 300 292
Total Inports 833 937 1, 055

Unit: 1,000 netric tons

Note: Statistics are derived fromthe FAS 1998 Forest Products
Annual Report, and do not reflect the inpact of the | oggi ng ban.
Updated statistics wll be available in the 1999 Annual. To
view the 1999 Forest Products Annual (report nunmber CHI9042)
after July 15" go to http://ww.fas.usda.gov t. Roundwood and
tenperate hardwood | unber statistics do not reflect trade in
finished furniture, veneer, plywood, etc.

VI. TRADE REGULATI ONS AND STANDARDS

A I mport Tariffs and Custom Regul ati ons

The nost conprehensi ve guide to Chinese Custons regulation is
The Practical Handbook on Inport & Export Tax of the Custons of
the PRC, conpiled by the General Custons Admi nistration. This
gui de contains the tariff schedul e and national custons rules
and regulations. It may be obtained for 220 RVB pl us shi ppi ng
and handling from

Xi ng Sheng Zhong Hai Fa Xi ng Zhong Xi ng Conpany.
#6 Ji anNei Daldi e
Dong Cheng Qu, Beijing 100730.



Phone: (8610) 6519-5923 Fax: (8610) 6519-5616.

Tari ff Rates: The Custons General Adm nistration (CGA) assesses
and collects tariffs. In addition, it collects a val ue-added-
tax (VAT), generally equal to 17% on inported itens. |nport
tariff rates are divided into two categories: the general tariff
and the m ninmum (nost-favored-nation) tariff. [Inports fromthe
United States are assessed at the mnimumtariff rate, since the
U.S. has concluded an agreenent with China containing reciproca
preferential tariff clauses. The five Special Econom c Zones,
open cities, and foreign trade zones may offer preferential duty
reduction or exenption. Conpanies doing business in these areas
shoul d consult the rel evant regul ati ons.

Custons Valuation. According to Chinese Custons regul ati ons,
the dutiable value of an inported good is its c.i.f. price,

whi ch includes the normal transaction price of the good, plus
the cost of packing, freight, insurance, and seller's

comm ssion. In practice, Chinese custons valuation remins non-
transparent and arbitrary. Custons officials have discretionary
authority to ignore the invoice or transaction price as the
princi pal basis for valuation.

B. Trade Barriers

China adm ni sters a conplex systemof non-tariff trade barriers.
The U. S. - Chi na mar ket access Menorandum of Under st andi ng ( MOU)
signed in 1992 commts China to curtail nost of these barriers
by 1997. The MOU al so confirns that only barriers that are

i nposed by the central authorities will be enforceable. This
provision is significant because it precludes repl acenent of
central control by local controls.

Sonme of the current trade barriers that U S. firnms face are:

I nport Licensing: Wile Chinais in the process of elimnating
a great nunber of inport |licensing requirenents, |icenses wll
continue to be required after the MU is inplenented for certain
itenms including rubber products, wool, grains, oil seeds and

oi | seeds products, cotton, cotton passenger vehicles, and
haul i ng trucks.

Quotas: After inplenmentation of the MOU, sonme 42 categories of
coomodities will remain affected by quotas, including watches,
aut onobi l es, grains, edible oils, cotton, and notorcycles.

I mport quotas for machinery and el ectronic itens, as well as
carbonat ed beverages, are set by the State Econom c and Trade
Commi ssion under the State Council, while the State Devel opnent



and Pl anni ng Commi ssi on adm nisters quotas for a variety of
general commodities. Quota allocation largely renmains non-
transparent to outsiders.

Adm ni strative Controls: Certain designated commodities nust go
t hrough an automatic registration process and secure a
“Certificate of Registration for the Inport of Special
Commodities” prior to inportation. The certificate is valid for
si x nont hs.

Thirty-one categories of goods which were previously controlled
through the adm nistrative inport approval process but not
subject to inport license requirenents, including certain

machi nery production |ines, electronic equipnent, and
construction materials and equi pnent, had controls renoved under
t he MOU.

Transparency: The MOU commits China to publish all relevant

| aws, rules, regulations, admnistrative gui dance and policies
governing foreign trade that are not currently published. In
conjunction with this commtnent, China designated the MOFTEC
Gazette (Wengao) as the official register for publication of al
| aws and regul ations relating to international trade. To ensure
t hat unpublished internal regul ations are non-enforceable, only
publ i shed | aws and regul ati ons shoul d be inplenented. However,
transparency still remains a problem The website of the

M nistry of Foreign Trade and Econom c Rel ations (MOFTEC) at
www.moftec.gov.en IS @ good first source of information on Chinese
Forei gn Trade Law.

Anti-Conpetitive Practices: China s first law on unfair
conpetition went into effect at the begi nning of Decenber 1993.
It forbids the use of noney and materials or other neans as

bri bes to sell goods but allows discounts or comm ssions openly
of fered and properly recorded. U. S. suppliers have conpl ai ned
that such practices in China put themat a conpetitive

di sadvant age.

C. | mport Docunentation

Normal |y, the Chinese inporter (agent, distributor or joint-
venture partner) handl es docunentation requirenments. Necessary
docunents include the bill of |anding, invoice, shipping |list,
sal es contract, an inmport quota certificate for genera
comodities (where applicable), inport |icense (where
applicable), inspection certificate issued by the State

Adm ni stration for Entry & Exit Quarantine and Inspection Bureau



(SAIQ or its local bureau (where applicable), insurance policy,
and custons declaration form

D. U S. Export Controls

As result of the findings presented in the Cox Report rel eased
by Congress in June of 1999, The U S. Administration is
currently under enornous pressure from Congress to stringently
enforce all U S. Dept. of Comrerce Export Adm nistration
regul ati ons on high tech trade with China, and it is attenpting
to deter the passage of new | aws by Congress which will further
tighten U. S. Governnent regul ati ons covering high technol ogy
trade with China

The Enhanced Proliferation Control Initiative (EPCl), has |ed
the U S. to require closer scrutiny of end-users of U S. exports
of all kinds. This regulation requires a Validated License
application if the exporter has "reason to know' that the end-
users mght be involved in mssile, nuclear or chem cal weapons
proliferation.

A new | aw passed by Congress in late 1997 requires that the US
Governnment do post shipnent verifications on all High

Per f ormance Conput er s(HPC) shipped to one of 50 countries
including China. An HPC is defined as any conputer over 2000
MIoOPS of performance. This includes workstations with two
Pentium 11l m croprocessors, and will cover some new single
processor |laptops that will be released for sale early in 2000.
This regulation is causing | onger order booking to shipping date
del ays in HPC conputer sales that HPC vendors had not
experienced before in naking sales to China. One bottleneck in
the process is the requirenent that a MOFTEC i ssued EUC nust be
obt ai ned before the conputer is shipped to China. Due to the

| ar ge nunmbers of such certificates needed and due to the fact
the issuing departnment only has five enployees, this single
procedure can take weeks to nonths.

In addition the Tianannen Sanctions of 1990 are still in effect
and curtail the sale of crine control equipnent to the police of
China and the sale of defense electronics to the Chinese
mlitary.

U S. Export Applications: A USDOC dual -use export |icense
application that does not present to the USDOC revi ewers serious
Chi nese end-user concerns is usually approved by the USDOC in
about one week. In the past only 15 to 20 USDCC export |icense
applications a year will require a Pre-License Check (PLC). 1In
the case of a PLC, the Departnent of Conmerce requests MOFTEC



perm ssion for an FCS officer fromthe Enbassy to visit the site
of an end-user to determ ne the bona-fides of the end-user for
the actual end-use of the product. This nust be done before
Commerce will act further on the export |icense application.
Again a PLC requirenent is not normally invoked. But when it is
U S. Governnent inter-agency coordination in Washi ngton and
coordi nati on between the Commercial Service and MOFTEC i n China
can lead to tine delays of two to three nonths. |If in the end
no PLC can be affected the |icense may not be issued at all

As of June 1999,in reaction to the accidental May 1999 NATO
bombi ng of the Chinese Enbassy in Bel grade, Serbia, MOXTEC has
tenporarily postponed responding to all U S. Governnent end-use

visit requests. It is not clear when these visits will resune.
This situation will make it less likely that an export |icense
will be issued were a PLC is required.

For nore information on U S. export controls, exporters should
vi ew t he BXA website at ww. bxa. doc. gov or contact:

BXA Exporter Services Division

Washi ngton, D.C. Tel : 202-482- 4811
Fax: 202- 482- 3322

Newport Beach, CA Tel : 714-660-0144
Fax: 714- 660- 9347

Santa C ara, CA Tel : 408- 748- 7450
Fax: 408- 748- 7470

U. S. Enbassy-Beijing, Commercial Section:

Mar k Bayuk BXA-CS Oficer Tel: 86- 10- 6532- 6924

Fax: 86- 10- 6532- 3297

In md 1999 Satellite and related technology |licensing authority
was transferred fromthe Dept of Comrerce to the Dept. of State.
For information on State Departnent export |icensing procedures
see the relevant State Dept website of the Ofice of Defense
Trade Controls at http://ww. pndtc. org. The point of contact for
State Departnent Licensing matters at U. S. Enbassy Beijing is

t he Economic Section Tel: 86-10-6532-3431, Fax 86-10-6532-6422.

E. Chi nese Export Controls

Prohi bited Exports. China nmaintains export bans and restrictive
| i censing procedures on certain itens. Products banned from
export include nusk, copper, platinum specified chem ca
conpounds, and products whose export is banned under

I nternational treaties. Products subject to strict |licensing
controls include dual -use chem cals, chem cal precursors, heavy
wat er, and exports of fish, fresh vegetables and fruits to Hong



Kong and Macao. Foreign-invested enterprises are restricted to
exporting out of China only the products they nmanufacture.

The export licensing systemis adm nistered by MOFTEC and
designated | ocal offices. An export tendering systemfor a
limted but grow ng nunber of products has al so been introduced.
Most |icenses are valid for a single use within three nonths
after issuance. For certain itens, including 26 categories of
agricultural and petrol eum products, licenses are granted for
six nmonths with nmultiple use up to 12 timnes.

QG her itens that may not | eave China include all itens that are
prohi bited frombeing inported. (See next paragraph) In

addi tion, manuscripts, printed matter, magnetic nedi a,

phot ographs, filnms or other articles, which involve state
secrets; valuable cultural relics; and endangered ani mal s and
pl ants may not be exported.

On June 10, 1998 China promul gated Regul ati ons on the

Adm ni stration of the export of dual-use(mlitary and civil)
Nucl ear Facilities and related technol ogies of the People’s
Republic of China. The export |icenses required under these
regul ations are issued by MOFTEC.

Prohi bited Inmports. The following itens are prohibited from
entering China: counterfeit currencies and counterfeit

negoti abl e securities; printed matter, magnetic nedia, filnms, or
phot ogr aphs which are deened to be detrinental to the political,
econonmi c, cultural and noral interests of China; |ethal poisons;
illicit drugs; disease-carrying aninmals and plants; foods,
nmedi ci nes, and other articles com ng from di sease-stricken
areas; old/used garnents; and RVMB. Food itens containing
certain food colorings and additives deened harnful to human
health by the Mnistry of Health are al so barred entry.

F. | nspecti on Standards

I mport Commodity | nspection: Chinese |aw provides that al

goods included on a published Inspection List, or subject to

i nspection pursuant to other |aws and regul ati ons, or subject to
the terns of the foreign trade contract, nust be inspected prior
to inportation, sale, or use in China. |In addition, safety

| icense and other regulations also apply to inportation of
nmedi ci nes, foodstuffs, aninmal and plant products, and mechanica
and el ectroni c products.

Chi nese buyers or their purchase agents nust register for
i nspection at the port of arrival. The scope of inspection



undertaken by | ocal conmodity-inspection authorities entails
product quality, technical specifications, quantity, weight,
packagi ng, and safety requirenents. The standard of inspection
i s based upon conpul sory Chi nese national standards, donestic
trade standards or, in their absence, the standards sti pul ated
in the purchase or sale contract.

To neet the arrival inspection requirenents, it is advisable
that Chinese quality certification be obtained from Chi nese
authorities prior to shipnent of goods to China. The quality
and safety certification process appears to require extensive

i nvestigation and nay be tine-consumng. |If your products are
required to have this certification, contact the State

Adm ni stration for Entry & Exit Quarantine and Inspection (SAl Q
at 15 Fangcaodi Xijie, Chaoyang District, Beijing 100020 Chi na;
tel: (86-10) 6599-4328 or fax: (86-10) 6599-4306.

SAl Q has established a non governnment office in the United
States to facilitate U S. exporters in the quality certification
and marking process, but this is NOT the address to mail a
product certification application.

CCI C (China National Inmport & Export Conmmodities |nspection
Cor poration) North American Inc.

Mai | i ng addr ess: O fice Address:

917 Sago Pal m 1509 W Caneron AV.
Suite 252

West Covina, CA 97190 West Covi na, CA 91790

Tel : 626-813-0011
Fax: 626-813-9181

The National Institute of Standards (N ST) did a workshop on
Chi nese standards in Beijing March 10-12, 1999. The sumary of
t he workshop results can be viewed at the followi ng N ST
websi t e;
http://ts.nist.gov/ts/ htdocs/ 210/ 216/ chi nafil e/ brochure. htm

A point-of-contact in the USDOC on standards is Ms. Lauren
Brosl er- Saadat at Tel: 202-482-4431 Fax: 202-482-0975. The point-
of -contact at FCS-Beijing is Mark Bayuk at Tel: 86-10-6532-6924
or Fax: 86-10-6532-3297.

Security Software Certification: Hardware and software used for
data security or encryption require special security software
certification before they can be sold in China. This is separate
fromthe SACI quality assurance procedures. FCS has done a
International Marketing Insight(IM) on this matter and it was



publ i shed in June of 1999 under the title “Security Software
Certification”

The office that does this certification is the:

China National Information Security Testing Eval uati on and
Certification Center (CN STEC).

No. 36 Xinjiang Gongnen

Hai Dian District, Beijing 100091

Tel : 86-10-6879-6484 Fax: 86-10-6288-0411

Quarantine Inspection: A 1992 quarantine | aw provides the |egal
basis for the quarantine inspection of animals, plants and their
products, as well as the containers and packaging materials used
for transporting these itens. The |aw al so establishes the

Chi nese Animal and Plant Quarantine Adm nistration (CAPQ, since
repl aced by the State Adm nistration for Entry and Exit
Quarantine and | nspection Bureau (SAIQ, which is under the

adm ni strative control of China Custons. SAlQ has the
responsibility to carry out inport and export inspections.

The inporter nust subnmit an application in advance and the
products nust undergo the required inspections upon arrival in
China. Contracts nust specify the requirenents for inspection
under China's law, as well as indicate the necessary quarantine
certificates to be issued by the appropriate agency in the
exporting country. Catal ogues of the Class A and B infectious
or parasitic diseases of aninmals and the catal ogues of the

di seases, pests and weeds dangerous to plants are determ ned and
announced by the SAIQ The U.S. Departnent of Agriculture

mai ntains an office of the Animal and Plant Health Inspection
Service (APHI'S) in Beijing. The office is able to answer
guestions about Chinese quarantine laws and is the equival ent of
the SAIQ Contact Dale Maki, Tel: 86-10-6505-4575, Fax: 86-10-
6505-4574. The APHI S website is http://www. aphi s. usda. gov.

G Label i ng and Mar ki ng Requi renents

Under Chi nese | aw governing safety and product-quality
standards, certain inported commodities nust be inspected and
certified to be in conpliance with conmpul sory national, donestic
trade or contractually stipul ated standards (see Section I|).
Once a quality certificate for a product is issued, a safety

| abel can be affi xed.

Al'l products sold in China nust be marked -- in the Chinese

| anguage -- with the relevant information. The National Health
and Quarantine Adm nistration requires inported (but not
donmestic) food itens such as candy, wi ne, nuts, canned food and
cheese to be affixed with a |aser sticker evidencing the



product's safety. Inporters are charged US$ five to seven cents
per sticker, and the stickers nust be affixed under State
Adm ni stration.

Food Labeling Law. As of Cctober 1, 1995 a national Chinese
regul ation was put into effect for the inplenentation of food

| abel standards. This Chinese |law requires that all packaged
food products (except bul k) nust have Chinese |abels clearly
stating the type of food, brand nane, trademark, manufacturer’s
nane and address, country of origin, ingredients, date of
production and sell-by date. This |aw applies to inported as
wel | as | ocally-packaged products. English-Ianguage versions of
t he new regul ati ons and ot her rul es about food additives, such
as Food Laws, Labeling Requirenents, Food Additives Regul ati ons,
Pestici des and ot her Contam nants, Organic “Geen” Food

St andards, and Copyright/ Trademark, will be obtained in the Food
& Agricultural Inport Regul ations & Standards Report (FAIRS).
This report can be accessed by going to http://ww.fas.usda. gov,
report nunber CH9010. Pl ease contact Audrey Tall ey, USDA/ Foreign
Agricultural Service, tel: (202) 720-9408; fax: (202) 690-0677.

H. Speci al I nport Provisions

Firms seeking the foll ow ng exenptions should consult with
Custons authorities for information on the procedures and to
obtai n copi es of appropriate forns.

Representative Ofices: Resident offices nust submt a witten
application to Custons if they intend to inport any persona
effects or vehicles. Approval by Custons wai ves any rel evant
import license requirenents and allows the office to inmport the
equi pnment in reasonabl e anounts for office-use only.

Forei gn-1nvested Enterprises (FIEs): China permts four types
of FIEs -- equity joint ventures (EJVs), cooperative
(contractual) joint ventures (CJVs), wholly foreign-owned
enterprises (WCEs), and foreign-invested joint stock conpanies.
A conplicated set of rules exenpts selected FIEs from sone
Custons duties and VAT. Conpanies should consult the rel evant
regul ati ons.

Processing Materials and Parts: Raw materials, conponents,
Spare parts, auxiliary materials, and packaging materials

i mported by FIEs for the production of goods which will be
exported are exenpt from custons duty and VAT. The materials
and conponents nust be processed into products and exported

wi thin one year fromthe date of inportation. Bonded warehouses
may be established within the FIE and are subject to supervision
by Cust ons.



War ehouses: Goods that are allowed to be stored at a bonded

war ehouse, for up to one or two years, are limted to:

(a) materials and conponents to be used for donestic processing
subject to re-exportation (b)goods inported under specia
Custons approval on terns of suspending the paynent of inport
duties and VAT (c)goods in transit (d)spare parts for free
mai nt enance of foreign products within the period of warranty.

At the end of the two-year period, the goods nust be inported
for processing and re-exported, licensed for inport, or disposed
of by Custons. Custons duties and VAT may be assessed dependi ng
upon the degree of processing done in China. Goods inported
under normal inport contracts are not allowed to be stored in
bonded war ehouses.

For nore information on agricultural trade policy, go to
http://ww. fas. usda. gov to access the 1999 Chi na Annual Trade
Pol i cy Report.

l. Prohi bited and Restricted Inports

The followng itens are prohibited fromentering China: arns,
amruni tion, and expl osives of all kinds; counterfeit currencies
and counterfeit negotiable securities; printed matter, nagnetic
nmedia, filnms, or photographs which are deened to be detri nental
to the political, economc, cultural and noral interests of
China; lethal poisons; illicit drugs; disease-carrying aninals
and plants; foods, nedicines, and other articles conmng from

di sease-stricken areas; ol d/used garnents; and RVMB. Food itens
containing certain food colorings and additives deened harnfu
to human health by the Mnistry of Health are also barred entry.

In addition, new rules went into effect in June 1999 which
further restrict or prohibit the inportation of certain
comodities related to the processing trade. Jointly issued by
MOFTEC and the State Econom c and Trade Conm ssion, the
"Cat al ogue of Conmodities Wiich are Restricted or Prohibited
fromlnporting for Use in the Processing Trade" is designed to
shift the direction of china's processing trade toward handli ng
commodities with higher technol ogi cal content and greater val ue-
added potenti al .

The catal ogue identifies the follow ng "prohibited commodities:”
used garnents; used publications with |icentious content;

radi oactive or harnful industrial waste; junk cars, used

aut onobi | es or conponents; seeds, seedlings, fertilizers, feed,
additives, or antibiotics used in the cultivation or breedi ng of



any export commodity. The catal ogue |ists seven general types of
"restricted commodities:"” raw materials for plastics, polyester
sections, raw materials for chem cal fibers, cotton, cotton
yarn, cotton cloth, and sone steel products. U S. firns should
contact the China General Adm nistration of Custons for guidance
regardi ng the inport of any of these types of products.

J. Customs Contact Information

Beijing:

General Administration of Customs
Foreign Affairs Division

6 Jianguomenwai Dadie

Tel: 86-10-6519-5399

Fax: 86-10-6512-8849

Website: http: // www.customs.gov.cn

VI, | NVESTMENT CLI MATE
(I NCOVPLETE see section Major U S. Investors In China on page 65
or marked in bold)

Pl ease note the foll ow ng acronyns are used throughout the text:
FDI = foreign direct investnent

FIEs = foreign-invested enterprises, including
forei gn/ Chi nese equity joint ventures, cooperative or
contractual joint ventures, and wholly-foreign-owned
conpani es

MOFTEC = M nistry of Foreign Trade and Econom c
Cooper ati on

SDPC = State Devel opnent and Pl anni ng Conm ssi on (known
prior to early 1998 as the State Pl anning Conm ssion or
SPC)

SEZs = The five Special Econom c Zones of Shenzhen,
Zhuhai, Hai nan, Xi anen and Shant ou.

VAT = China's val ue-added tax, applied at each stage of
processi ng or sale/resale. For nost goods, VAT is
currently 17 percent of the value of a good added at
each stage of production/sale.

A Openness to Foreign | nvestnment



1. Governnment Attitude Toward Foreign Private |nvestnent;
I ntroduction and General Overview

Since 1978, China has actively sought foreign direct

i nvestnment (FDI) and technology to pronote its nodernization
efforts and accelerate its export trade capabilities. Austerity
measures in 1988-89 and the political tensions follow ng the
1989 Ti anannen incident led to a tenporary deterioration of the
i nvest ment environnment. However, with |ooser credit and new
calls for reformand opening follow ng Deng Xi aopi ng's
celebrated trip to south China in early 1992, a nunber of new
cities and sectors were opened to foreign investors. |In fact,
the period in between 1992 and 1996 was the heyday of American

i nvestor decisions to commt to and enter the China market,
according to a recent survey of U S. investnent in China done by
the U S. Enbassy. Since 1992, China has progressively expanded
the areas of its econony which are open to foreign investnent,

i ncl udi ng opening a nunber of nore sensitive sectors, including
those in the services industry, on an "experinental” and limted
basis. China has also introduced new i ncentives designed to
attract nore foreign investnent in high technol ogy areas.

For the past six years, China has been the second | argest
recipient of FDI in the world, after the United States.
According to Chinese statistics, actual FDI in China since 1979
reached a cunul ative total of just over $267 billion by the end
of 1998, with over $45 billion last year, roughly the sane
amount as in 1997.

There are signs, however, that the rapidly increasing FD

i nflows of recent years may be slowing. The total val ue of
new y pledged foreign investnent contracts dropped in the first
hal f of 1999; actual FDI inflows decreased as well. The nunber
of new projects has al so declined significantly although this
has been partially offset by the increase in the size of new
ventures. The Asian financial crisis is partly responsible for
t he sl omdown, as investnent from other Asian countries and
overseas Chinese has fallen. Investnent will probably not be
af fected by the Chinese denonstrations against the U S. in My
in the aftermath of the tragic m staken bonbing of the PRC

m ssion in Belgrade, with nost U S. businesses view ng the
denonstrations and the anti-Anerican rhetoric as a "blip" in our
| arger economc relationship and citing accession to the WO as
the key to China's success in attracting investnent in the
future.

2. Encouraged vs. Restricted vs. Prohibited Investnent



Chi na pl aces great enphasis on guiding new foreign investnent
towards "encouraged" industries. Over the past four years,

Chi na has i nplenmented new policies introducing further
incentives for investnents in high-tech industries and in the
central and western parts of the country in order to stinulate
devel opnent in these | ess devel oped areas. However, U. S

i nvestors in the Sout hwest have been troubled this past year by
the failure of local authorities in a nunber of instances to
fulfill their contractual obligations. |n Decenber 1997, China
publ i shed revised lists (originally promulgated in July 1995) of
sectors in which foreign investnent woul d be encouraged (i.e.
basic infrastructure and hi gh-technol ogy industries), restricted
or prohibited. The regulations relating to the "encouraged
sectors” were designed to direct FDI to areas in which China
coul d benefit fromforeign assi stance and/ or technol ogy; the
policies relating to the restricted and prohibited sectors were
designed to protect donmestic industries for political, economc
or national security reasons -- particularly with regards to the
service and general infrastructure industries.

Nevertheless, in order to better prepare for the increased
foreign conpetition which would result fromits eventua
accession to the Wrld Trade Organi zati on (WO, China has been
gradual ly rel axing sone restrictions on areas of restricted

i nvestnent. Since 1992, for exanple, new service sectors,
including retailing, foreign trade, insurance, finance and

touri sm have been opened and expanded on a pil ot project basis,
with limts on nunber and | ocati on.

Furthernore, in March 1998, Prem er Zhu Rongji announced pl ans
to reformthe state-owned enterprise systemby restructuring
and/or elimnating nost of China's 270,000 SOEs within the next
3-5 years. Even though it is unlikely that China will be able
to do nore than cut back a bit on the actual nunber of SCEs,
Zhu's public policy is a clear signal regarding China' s intent
to reform SOE' s and nmake them responsi ble for debts incurred.
Zhu al so i ndicated that he would wel cone foreign participation
in the restructuring process, though largely in non-sensitive
sectors. Despite Zhu's announcenent, concerns about inflation
and social instability have constrai ned inplenentation of SOE
ref orns.

3. For ei gn Exchange and Convertibility
On Decenber 1, 1996, China announced full convertibility of its

currency on the current account and instituted new, nore |libera
regul ations allowi ng foreign-invested and donestic enterprises



to freely convert currencies for current account transactions
(e.g., trade transactions and profit repatriation). In 1998,
however, China began tightening up on the scrutiny of underlying
docunentation to prevent ranpant fraud, creating difficulties
for many foreign and donmestic conpanies requiring access to hard
currency to conplete transactions (see section A 2).

In 1996, foreign bank branches in the Pudong area of Shangha
were first allowed to engage in |ocal currency business, though
this was mainly limted to providing services to foreign-

i nvested enterprises (FIEs). In 1998, China expanded the Pudong
rules for local currency business to foreign banks in Shenzhen.
To date, about a dozen foreign bank branches have been
authorized to engage in this [imted |ocal currency business.

4. Taxes and Tax | ncentives

As of June 1999, China's trade performance was still show ng a
mar ked weakness as a result of the lingering effects of the

regi onal econom ¢ sl owdown and the declining EURO. For these
reasons, the Chinese governnent continued the VAT rebate system
in an effort to maintain the profit margins of exporters,
particularly those in the SOE sector. State Taxation

Adm ni stration officials plan to eventually phase out the
rebates in an effort to nodernize the current two-tier tax
system for donestic and foreign enterprises. D screpancies

bet ween central governnent, provincial and | ocal tax regul ations
hanper foreign investnent, particularly in renote and

i npoveri shed areas.

The conplicated tax incentive systemhas proven difficult to

I npl ement. The Tax Administration is currently at work on a

pl anned unification of the two enterprise incone tax |laws for
foreign and donmestic enterprises. State Taxation Adm nistration
officials do not anticipate that this revision will be conpleted
i n cal endar 1999 but sone inportant first steps have been taken.
Col l ection efforts have been centralized and the responsibility
for assessnent and filing of returns will be shifted to the
taxed enterprise by the end of 1999. A standardi zed reporting
and paynent procedure will be inplenmented nati onwi de to reduce
over paynents and | oophol es.

The State Taxation Administration is currently working on the
sinplification of the VAT rebate system The goal is to

st andardi ze, as much as possible, both the VAT tax charged and
rebate received. The intention is to elimnate situations where
simlar products produced by different industries are taxed at
different rates. One formul ati on under consideration woul d



result in all products with a 17 percent VAT tax rate having
their rate lowered to 14 percent with a 5 percent rebate and al
products taxed at 13 percent would have their rate reduced to
nine percent wwth no rebate. There is also sone consideration
being given to reinstating a zero VAT and rebate systemfor the
processi ng trade.

Currently, FIEs and donestic enterprises pay either VAT or

busi ness taxes, depending on the nature of their business and
the type of products involved. VAT applies to enterprises
engaged in inportation, production, distribution or retailing
activities. The general VAT rate is 17% but necessities, such
as agricultural and utility itens, are taxed at 13% Certain
limted categories of goods are exenpt from VAT. Enterprises
regarded as snmall businesses (annual production sales of |ess
than RMB 1 million or annual whol esale or retail sales of |ess
than RVB 1.8 mllion) are subject to VAT at the rate of 6%
Unl i ke other VAT payers, small businesses are not entitled to
claiminput tax credits for the VAT paid on their purchases.

D fferent standards apply regardi ng VAT rebates. The applicable
rebate nethod is a function of the establishnent date of the
enterprise.

5. Basi ¢ Laws and Regul ati ons Covering and/or Affecting Direct
| nvest nment

Regul ati ons and periodi c updates on China's investnent projects
and conditions can be found on MOFTEC s website: www. noftec.com

The 1979 "Law on Chi nese-Foreign Equity Joint Ventures" is the
fundanmental piece of legislation dealing with foreign investnent
in China. Inplenmenting regulations issued in 1983 -- which, like
the joint venture |aw, have subsequently been anmended --
detail ed the formand organi zati on of equity joint ventures,
ways of contributing investnent, and rules on the organization
of the board of directors and managenent. Provisions also
covered acquisition of technology, the right to use |and, taxes,
forei gn exchange control, financial affairs, and hiring and
firing of workers. Qher inplenmenting regulations providing
simlarly detailed rules on "wholly-foreign owed enterprises”
and "contractual joint ventures" were pronulgated in 1986, 1988,
1990 and 1995. Another inportant central governnment decree was
the Cctober 1986 "Provisions of the State Council Encouraging
Foreign Investnent” (commonly referred to as the "22 Articles").
Certain parts of this legislation dealt with tax treatnent,
hiring practices, and guarantees of autonony from governnment

i nterference.



In June 1995 the Chi nese governnent issued new i nvest nent
guidelines in the formof two docunents, "Interim Regul ations
Qui di ng Foreign Investnment” and the "Industrial Catal ogue
@ui di ng Foreign Investnent." The guidelines did not break new
policy ground but instead clarified existing practices by the
Governnment and, for the first tine, listed the sectors in which
t he Chi nese Governnment encouraged, restricted or prohibited
foreign investnment. The Governnent's stated intention in
pronmul gati ng the guidelines was to better channel foreign

i nvestnment into infrastructure-building and basic industries,
especially into those involving advanced technol ogi es and hi gh
val ue- added export-oriented products. A revised "Industria
Cat al ogue Cui di ng Foreign Investnent” was reissued in Decenber
1997 and included a nunmber of additions and deletions in al
three categories of "encouraged" "restricted" and "prohibited"
areas for foreign investnent.

The Chi nese governnment has al so i ssued a steady stream of
"adm ni strative opinions"” and "provisional neasures” to address
specific, and often technical, issues related to approval of
foreign investnents. For exanple, in Novenber 1996, MOFTEC

i ssued a docunent entitled "Opinion on the Exam nation and
Approval of Foreign Investnent Enterprises.”™ The "QOpinion"
provi ded additional clarification on requirenents for foreign

i nvestnent in a nunber of specific sectors, including road
transport, commercial retailing, translation services, hotels,
ports, real estate and railroads. The opinion also provided
gui dance to supplenent |aws and regul ations related to the
establ i shnent of certain types of FIEs, such as share conpani es
and hol di ng conpani es.

6. Contract Law

In March 1999, in an effort to standardi ze busi ness practices,
the NPC passed a unified contract code, covering all forns of
econom ¢ and civil agreenments. The Contract Law, which is nore
conprehensive, nore detail ed, and possibly easier to enforce
than the current fragnented system wll govern all contracts,
public and private, and will have a major inmpact on how Chi nese
and foreign conpanies neet their obligations in the China

mar ket .

The law s stated purpose is to protect the legal rights of al
parties while allowng themto determne their own renedies for
di spute resol ution and breach of contract; to pronote foreign
i nvestnment; and to allow the people's courts to "clearly and
deci sively" try econom c cases as stipulated by the law. \Wile



the law is viewed as a step in the right direction with regard
to transparency and enforcenent, chapters related to technol ogy
remai n problematic. The Contract Law will enter into force on
Cct ober 1, 1999.

7. Securities Law

The new Securities Law, scheduled to go into effect on July 1,
1999, codifies and strengthens previous adm nistrative
regul ati ons governing the underwiting and trading of corporate
shares, as well as the activities of China' s stock exchanges
(currently in Shanghai an Shenzhen). As currently witten, the
| aw does not apply to the underwiting or trading of foreign
currency shares ("B" shares). These are subject to separate
adm ni strative regulations and are for sale only to foreign

| egal persons. June 1999 press reports suggested that "private"
or non-state-owned conpanies would be allowed to freely list "B"

shares. Few non-state-owned firns are allowed to sell "A"
shar es.
8. Gover nnent Procur enent

Concerns over the WO consistency of the draft tendering law | ed
the National People’s Congress (NPC) on April 9 to nmake a
surprise announcenent that it had decided to break out key
sections relating to governnment procurenent into a separate |aw
Sources at the State Devel opnment and Pl anni ng Conm ssi on ( SDPC)
and the NPC confirned that while the tendering |Iaw (which w ||
now govern only state adm ni stered capital construction and
infrastructure projects) is still expected to be finalized
during the sunmmer of 1999, the new governnent procurenent lawis
not expected to be inplenented for another three and one half
years.

The Chi nese governnment has estimated that it could save over
$9.6 billion annually by requiring governnment purchases over a
certain size to be conducted by tender. Sources say that the
main reason it has decided to delay inplenentation is to all ow
nore tinme for the key state-owned enterprise (SOE) sector to
conplete its ongoing reform |In many cases, SCEs have been
required to make purchases through certain approved suppliers or
operate on a long termcontract basis. Chinese officials say

t hat changi ng these arrangenents would, in the short term

di srupt both the SOEs and their supporting industries.

9. Forms of Forei gn Oanership



In those sectors where foreign investnent has been all owed, FIEs
can exist as hol ding conpanies, wholly foreign-owned
enterprises, equity joint ventures, contractual (or cooperative)
joint ventures or foreign-invested conpanies |limted by shares.
Under China's conpany |law, foreign firms can now al so open
branches in China.

A partnership enterprises | aw pronul gated by China in February
1997 is unclear on whether foreign persons or entities can
establ i sh partnershi ps under the | aw.

10. I nvestnent Screening Procedures

Potential investnent projects usually go through a

multi-tiered screening process. The first step is

approval of the project proposal. The central governnent has
del egated varying | evels of approval authority to |oca
governnments. Until a few years ago, only the Special Economc
Zones (SEZs) and open cities could approve projects valued at up
to $30 million. Such approval authority has now been extended
to all provincial capitals and a nunber of other cities

t hroughout China. Myst other cities and regions are limted to
approvi ng projects valued below USD10 million. Projects
exceeding these |imts nust be approved by MOFTEC and the SDPC.
If an investnent involves USD1IOO mllion or nore, it must also
obtain State Council approval. MXFTEC, however, is authorized
to review all projects, regardl ess of size.

The approval process for projects over $30 mllion
has becone | ess of an obstacle than in the past, but
governnent officials are still required to eval uate each project

agai nst official guidelines to determ ne whether it pronotes
exports which increase foreign currency incone,

i ntroduces advanced technol ogy, or provides technical or
managerial training. Even if it neets one or nore of

these requirenents, a project may still be rejected if

the contract is considered unfair, the technology is
avai | abl e el sewhere in China or China already has sufficient
production capacity. Sonetimes the political relationship
bet ween China and the hone country of the foreign investor
enters into the equation in the approval process.

China is currently review ng proposals to streanline approvals
by sinplifying Iicensing procedures and by raising the threshold
requi ring central governnent approval fromUSD 30 mllion to USD
100 mlIlion.

11. | nvest ment | ncentives



China's conpl ex system of investnent incentives has

devel oped and expanded since the |ate seventies. The
Speci al Econom ¢ Zones of Shenzhen, Shantou, Zhuhai,

Xi anmen and Hai nan, 14 coastal cities, dozens of devel opnent
zones and designated inland cities all pronote investnent with
uni que packages of tax incentives. (The Pudong area in
Shanghai is particularly noteworthy as a | ocation

for Chinese experinents in liberalization, which are

t hen extended nationwide. |In recent years, Chinese
authorities have al so established a nunber of free ports and
bonded zones.

Foreign investors sonetines may have to negotiate

i ncentives and benefits directly with the rel evant
government authorities; some incentives and benefits

may not be conferred automatically. The incentives
avai | abl e i nclude significant reductions in national and
| ocal inconme taxes, |and fees, inport and export duties,
and priority treatnent in obtaining basic infrastructure
services. The Chinese authorities have al so established
speci al preferences for projects involving high-tech and
export-oriented investnments. Priority sectors include
transportation, comuni cati ons, energy, netallurgy,
construction materials, machinery, chenicals,

phar maceutical s, nedi cal equi pnent, environnental protection and
el ectronics.

Chi na encourages reinvestnent of profits. A foreign investor
may obtain a refund of 40 percent of taxes paid on its share of
inconme, if the profit is reinvested in China for at |east five
years. \Were profits are reinvested in high-technol ogy or
export-oriented enterprises, the foreign investor nmay receive a
full refund. Many foreign conpanies invested in China have
adopted a strategic plan which requires reinvestnment of profits
for grow h and expansi on.

12. Export and Inport Policy

Chi na has begun to reformits highly-controlled trade regine to
reflect its growing role as a major trading nation and to
advance its case for nmenbership in the Wrld Trade O gani zati on
(WO . Athough China, for the nost part, limts the right to
i mport and export goods to certain Chinese conpanies, it has
greatly expanded the nunber of conpanies authorized to do so.
In 1996, China began allowng a very |imted nunber of foreign
conpanies to formforeign trade joint ventures w th Chinese
partners in the Pudong area of Shanghai. In 1999, China



announced that it would soften the terns for establishing
foreign trade joint ventures and expand the scope and nunber of
pilot projects. Under WIO, with few exceptions, China wll grant
trading rights to foreign conpanies.

The first and |argest of the duty free inport/export zones is in
Pudong' s Wai gaoqi ao free trade district which can approve
projects up to USD 30 million. The zone adm nistration has
establ i shed four commodity VAT nmarkets to provide the VAT

i nvoi ces necessary for sale of goods into the donmestic narket.

In Cctober 1992, the U S. and China signhed a
Menor andum of Under st andi ng (MOU) which commtted China:

-- to phase out non-tariff inport barriers including
| i censing requirenments, quotas, controls, and other
restrictions;

-- to publicize all laws related to trade and refrain
from enforcing unpublished | aws;

-- to reduce tariffs on a range of goods and elimnate
scientifically unsound standards and testing barriers.

In addition, China adopted the Harnoni zed System for
custons classification and statistics, elimnated inport
regul atory taxes, and stated that it would not use

i mport-substitution neasures. The U. S. and Chi na have
met a nunber of tines to discuss and cooperate on the

i mpl enmentati on of the Market Access Agreenent, which was
supposed to have been fully phased in by January 1,

1998. Nonethel ess, a significant nunber of non-tariff
barriers not covered in the 1992 MU still remain and
restrictions on trading rights continue to i npede access
to China's market.

Exanpl es of the barriers include:

-- The Chinese CGovernnent has banned the inport of nine generic
medicines. |In addition, in late 1998 it inplenented price caps
on pharnmaceuticals, claimng it was doing so to contain health
care costs. The regulations nay drive some nultinationals and
bul k pharmaceutical exporters out of the USD12 billion Chinese
pharmaceuti cal market and push others into the red. Over the
past 5 years, foreign drug conpani es have invested nearly USD500

mllion in alnost 1,500 joint ventures in China. Foreign and
joint-venture sales account for up to 80 percent of the market
in some of China s larger cities. Instead of fixing permtted

prices, the new caps specify profit margins. Conpani es nust



open their books for inspection and will be allowed profit
margins ranging from 8 percent for ordinary nedicines to as
much as 25 percent for new drugs that cannot be made in China.
The problemis that the new margi ns are based on each drug’s
production costs, ignoring research spendi ng and ot her shared
over heads, which far exceed the manufacturing outlay for new
nmedi cines. The new regul ations also fix a 25 percent narketing
over head.

--For manufactured goods, China requires quality |icenses before
granting inport approval, with testing based on standards and
specifications often unknown or unavail able to foreigners and
not applied equally to donestic products. |In the Market Access
MOU, China conmitted to applying the sane standards and testing
requirenents to both foreign and donestic nonagricul tura
products. These standards woul d have to conformto WO

requi renents upon China's accession to the international trading
or gani zati on.

--Chi na abolished direct subsidies for exports on January 1,
1991. Nonet hel ess, many of China's nmanufactured exports receive
i ndi rect subsidies through guaranteed provision of energy, raw
materials or |abor supplies. Oher indirect subsidies are al so
avai |l abl e such as bank | oans that need not be repaid or enjoy

| engthy or preferential terns. Tax rebates are avail able for
exporters as are duty exenptions on inported inputs for export
producti on.

13. Nati onal Treat nent

Article 6 of the May 1994 Foreign Trade Law provi des for
extension of national treatnment, on a reciprocal basis, to
contracting parties of international treaties to which China is
also a party. Article 23 of this |aw provides for extension of
mar ket access and national treatnent in services under simlar
conditions. In practice, however, China's restrictive foreign
trade and i nvestnent regul ati ons deny foreign conpani es nationa
treatnment in alnost all service and nost industrial sectors.
Eventual ly, China wll have to grant unconditional nationa
treatnment as part of its accession to the WO

14. Acquisition and Takeovers

This concept, as understood in the West, is rarely
applicable to the foreign i nvestnment environnent in
China. A sinple share buy-out could occur under

exi sting regul ati ons, but would be subject not only to

t he approval of all partners in a given venture but also



to the supervising Chinese governnent agency. Only a few such
deal s have been approved and consunmated. Foreigners can al so
purchase shares in a small mnority of Chinese conpanies |isted
on Chi nese stock exchanges, but foreign portfolio investnent is
currently restricted to |l ess than majority ownership.

15. CGovernnent - Fi nanced Research and Devel opnent

A significant anount of research and devel opnent funding is

al l ocated through the "Torch" program of the State Science and
Technol ogy Commi ssion. The "Torch"™ programis a Chi nese
Governnent initiative ainmed at pronoting conmercial application
of the products of science and technol ogy research. China
encourages foreign joint ventures (but not wholly foreign-owned
conpani es) to participate in Torch prograns as a way of

i nt roduci ng high technol ogy.

An August 1998 report on the "Torch" programnoted that fifty-
three new national high technology industrial zones were created
in the early part of the 1990's, bringing the total nunber of

hi gh-tech industrial zones to over 110. Statistics fromthe end
of 1997 recorded 13,7000 enterprises in the various zones. The
same August 1998 report indicated that enterprises in the five
Sci ence and Technol ogy parks (Beijing, Suzhou, Hefei, Xi an, and
Yantai) were officially open to nenbers of ASEAN countries to
pronpote internationalization of China' s high and new t echnol ogy
i ndustry under the auspices of the "Torch" program These sane
parks may be included into a broader program opening themfor
cooperation with APEC nenbers, extending the cooperation beyond
ASEAN and eventual ly offering access for U. S -invested conpani es
to Chi nese governnent-sponsored non-mlitary projects.

B. Conversi on and Transfer Policies

I n periods when foreign currency was relatively scarce in
China, profits that were not generated in foreign exchange
could only be repatriated with great difficulty. Since 1994,
however, China's foreign reserves have grown rapidly (exceedi ng
$146 billion by md-1999), and FlIEs have generally enjoyed

| i beral access to foreign exchange. China announced ful
convertibility in the current account in Decenber 1996 and

i mpl emented new, |iberal neasures that allow foreign investors
to freely convert currencies for trade and profit-repatriation
transactions. Capital account transactions remain controll ed.

In Cctober 1997, China issued "Provisions on the Adm nistration
of Forei gn Exchange Accounts in China" that established new



procedures for setting up and maintaining foreign exchange
accounts held by FIEs and foreign individuals. Wile all FIEs
are entitled to open and maintain a foreign exchange account for
current account transactions, the enterprise nust first apply to
China's State Admi nistration of Forei gn Exchange (SAFE) for
perm ssi on.

SAFE grants perm ssion for the account and establishes a limt,
based on an enterprise's anticipated foreign exchange
oper ati onal needs, beyond which forei gn exchange nust be
converted to |l ocal currency. Foreign representative offices and
i ndi vidual s nmay al so open such accounts. No |imts are pl aced
on the anmount such accounts can hold, though reports for
transactions involving nore than U S. $10,000 nust be filed by
the bank. In general, the restrictions on FIE accounts are | ess
onerous than for wholly Chi nese-owned firms.

The Provisions also set up procedures for establishing foreign
exchange accounts for capital account transactions, which

i nvol ve nore conpl ex reporting and qualification requirenents.
In the case of foreign exchange accounts for both current and
capi tal account transactions, the final onus for conpliance has
been shifted to the financial institutions. A parallel
regul ati on covering qualification and approval for the
establ i shnment of overseas forei gn exchange accounts by foreign-
i nvested and Chi nese enterprises was al so issued in Cctober
1997.

Most joint-venture contracts still require that FlIEs bal ance
their foreign exchange (forex) receipts and expenditures, though
this requirenent is ignored in practice. SAFE officials stress
that their policy is clear and that such contract provisions
will not be enforced by SAFE if China's forei gn exchange

reserves begin to decline. Wiile the new, liberal regul ations
on forex conversion did away with the need for each foreign
exchange transaction to be approved, FIEs are still required to

submt to annual reviews to determne if they conply with al
Chi nese | aws and regul ations, as well as the contract

provi sions. The reviews could conceivably be used to enforce
the forex bal ancing provisions in FIE contracts.

In the sumrer of 1998, SAFE began to crack down hard on the
practice of submtting false or "padded"” docunents in an effort
to skirt the regulations on capital account transactions. SAFE
al so began to enforce rigorously the rules requiring each

I nvestment contract to receive a clean bill of health fromthe
tax and custons authorities. The crackdown seens to have
affected trade nore than investnent, but |ocal attorneys report



a sl owdown in receiving clearances for sonme transacti ons because
of nervousness and uncertainty on the part of Chinese bankers.
SAFE has set up a hotline and internet web site to respond to
conplaints fromtraders and i nvestors and has pl edged to
intervene with its local officers if there is a dispute.

C. Expropriati on and Conpensati on

There have been no cases of expropriation of

foreign investnment since China opened to the outside in
1979. In fact, the Joint Venture Law was anmended to
forbid nationalization, except under "special"
circunstances. Such protection had al ready existed for
Tai wan i nvestnents and whol | y-owned foreign enterprises.
The "special™ circunstances have not yet been defi ned,
officials claimthat they would include nationa
security considerations and obstacles to |arge civil
engi neering projects. Chinese law calls for
conpensati on of expropriated foreign investnents, but
does not define the terns of conpensation.

Nevert hel ess, there have been investnent dispute

cases in which |local authorities have sonetines

i ntervened on the part of a Chinese conpany in a manner
consi dered unfair and capricious by the foreign

i nvestor. For exanple, |ocal courts have occasionally
i ntervened to prevent the sale or transfer of

forei gn-owned property, pending resolution of a
commerci al di spute between a foreign conmpany and Chi nese
conpany. |In general, nost cases have been resol ved

t hrough negoti ati on between the comrercial parties

and/ or intervention of central authorities.

A nunber of cases remain outstanding. A U.S. conpany which
invested in Henan found its joint venture partner apparently
shifting its profits fromthe joint venture to the partner's
tradi ng conpany and establishing a separate factory in China to
produce itens identical to those produced and sol d under the
joint venture trademark. In another case, a U S. firnls assets
inits joint venture in Hubei Province were stripped, pursuant
to a local court ruling about which the U S. conpany received no
advance notice; the U S. conpany has appeal ed this case to Hube
provincial as well as to national authorities for several years,
thus far without satisfactory result. It seens |likely that as
the nunber of investors increases in China, such exanples wll
al so increase.

D. Di spute Settl enment



Al t hough China is a nenber of the Internationa

Center for the Settlenent of Investnent D sputes (1CSID)

and has ratified the New York Convention on the

Enf orcenent of Foreign Arbitral Awards, it places strong
enphasi s on resol ving di sputes through infornal

conciliation and consultation. If it is necessary to enploy a
formal mechanism the authorities greatly prefer arbitration
t hrough Chi nese agencies. Litigation is considered only
reluctantly as a final option. Mny foreign investors have
found the Chinese approach time-consum ng and unreliable and
have noted that PRC authorities may be unwilling to restrain
Chi nese joint venture partners fromasset-stripping as a case
winds its way through arbitration or the courts.

I nvest nent contracts often stipulate arbitration in
St ockhol m because the forumthere is considered neutral.
Most Chi nese contracts stipulate arbitration by the
China International Economi c and Trade Arbitration
Commi ssion (CIETAC). Another forumfor resolving

i nvestnent and trade disputes is the Beijing
Conciliation Center (BCC), an organization affiliated
with the China Council for the Pronotion of
International Trade (CCPIT). The BCC signed an
agreenent with the Anerican Arbitration Association
(AAA) in 1992 whereby the BCC and AAA woul d work
together in joint conciliation to resolve trade and

i nvest ment di sputes between U.S. and Chi nese parties.

One problemis that even when a foreign conpany wins in
arbitration, the People's Internediate Court in the locality
where the foreign venture is situated may choose not to enforce
t he deci si on.

1. China's Legal System

The suprene | egislative authority in China rests in the NPC and
its Standing Commttee, which works primarily through the

Legi slative Affairs Committee. |In accordance with the 1982
Constitution, the State Council and the People's Congresses at
the provincial and nunicipal |evel each have the authority to
fornmul ate adm nistrative regul ations and | ocal |egislation that
are not inconsistent with national |aw

China's formal | egal systemconsists of the People's Courts, the
Peopl e's Procuratorate, and the Public Security Bureau. In
cooperation with the NPC, the Suprenme Court interprets new | ans
and then passes its gui dance down to |ower courts. Party and



officials in other governnent departnents sonetime interfere in
court decisions. China's top | eaders undoubtedly play a major
role in deciding sensitive political cases. China' s |ega
systemis a mxture of common | aw and continental |egal systens,
but it places relatively | ess enphasis on | egal precedents.

The 1979 Organic Law of the People's Courts of the People's
Republic of China authorized the establishnent of economc
courts at China' s National Suprene Court and three |evels of
provincial courts. The econom c courts are given jurisdiction
over contract and conmerci al di sputes between Chinese entities;
trade, maritinme, and insurance; other business disputes

I nvol ving foreign parties; and various econom c crines including
theft, bribery, and tax evasion. China has also established a
special Intellectual Property Rights Division in the State
Council and in many internediate | evel courts. |In 1994, the

| onest | evel of provincial courts started to try econom c cases
involving foreign parties. Foreign |awers cannot act as
attorneys in Chinese courts, but may be present informally.
During the past year, the U S. has been working with China on
projects relating to commercial and econom ¢ | aw under the
unbrella of the U S.-China Joint Conmttee on Commerce and Trade
as a part of President dinton's Initiative on the Rule of Law.

2. Mort gages/ Secured Interests in Property

Under Chinese |law, the land is owned by the "people" and cannot
be privately owned. However, enterprises, including FIEs, can
obtain long-termleasehold rights to use the | and. Mbreover,

i ndi vidual s and enterprises can own and di spose of buil dings and
ot her fornms of property.

In Cctober 1995, China put into effect a new "CGuarantee
(Security) Law' -- the first national |egislation
covering nortgages, liens, rules on guarantors for debt
and registration of financial instrunments as pl edges for
debt. The | aw defines debtor and guarantor rights and
provi des for nortgagi ng of property, including | and and
bui l di ngs, as well as other tangi ble assets such as
machi nery, aircraft or other types of vehicles. Wile
some areas of the [aw remain unclear, such as how the
transfer of property under foreclosure is effected, the
| aw represents an inportant step forward. Prior to

Cct ober 1995, there was no conprehensive |egislation
protecting the rights of nortgage hol ders, though there
were guarantee laws in effect in sone provinces and

| ocalities.



3. Bankr upt cy

China's bankruptcy | aw, passed in Decenber 1986,

provi des for creditors' neetings to discuss and adopt

plans for the distribution of bankrupt property. The

resol utions of creditors' neetings, which are binding on
all creditors, are adopted by a majority of the attending
creditors, who nust account for nore than half of the total
amount of unsecured credit.

Nevert hel ess, even Chinese officials contenplating
broad enterprise reforns recogni ze the i nadequacy of
China's current bankruptcy law. The 1986 civil |aw
failed to address bankruptcy of individuals, private
conpani es, and township and village enterprises (TVEs),
including -- for private conpanies and TVES -- how to
handl e the distribution of |iquidated assets and
settlenents for current workers and pensioners. A 1991
civil procedure |aw and inplenenting regul ati ons of the
State Council nade sone progress in dealing with
bankruptcies of private conpanies, TVEs and FIEs. A
maj or probl em for Chinese comercial banks is the fornmal
and informal constraints on liquidating the assets of
non-perform ng state enterprise |oans.

China continues to work on additional |egislation

to address the inadequaci es of current bankruptcy | aws.

I nternal debates continue over the relationship anong the
bankruptcy |aw, reform of state-owned enterprises, and | abor
rights. As of md-1999, the Chinese government had still not

i npl emented a conprehensive and effective bankruptcy | aw, though
an "experinment” with allow ng sone conpanies

to decl are bankruptcy conti nues.

E. Performance Requirenents/Incentives
1. Export Requirenents

Export requirements, while not formally required by

Chi nese law, are stipulated in many contracts between

Chi nese and foreign partners. Many foreign businesses report
that such criteria are | ess onerous than before and, in any
case, will be done away with under WIO. However, MOFTEC and
SDPC still strongly encourage contractual clauses with such
targets. Such requirenments are usually negoti ated between the

I nvest ment contract partners and the various governnent bodies
as part of the process of obtaining governnment approval for the



investnment. Wiile failure to neet export targets has not
resulted in withholding of rights to purchase forei gn exchange,
Chinese officials still exam ne export performance when
review ng annual certifications. These certifications are
necessary for FIEs to obtain foreign exchange at China' s banks.

2. Local Content

Chi nese regul ati ons grant foreign-funded

enterprises freedomto source inputs both in China and
abroad, though priority is given to Chinese products
when conditions are equal. Chinese regulations forbid
the inposition of "unreasonabl e" geographical, price, or
quantity restrictions on the marketing of a |licensed
product. The foreign venture, thus, retains the right to
pur chase equi pnent, parts, and raw naterials from any
sour ce.

Nonet hel ess, Chinese officials strongly encourage

| ocal i zation of production. Investnent contracts often
call for foreign investors to commt thensel ves
gradually to increase the percentage of |ocal content.
Such provisions and plans for sourcing production inputs
are factors which are considered by Chinese officials in
t he approval process for foreign investnent projects.

O her incentives to source inputs locally include a
partial rebate of val ue-added taxes on the | ocal content
of exports.

Under China's current autonotive industria

policy, no joint venture will be approved unless it

provides for a "high percentage"” of |ocal content. The
percentage for local content that is negotiated between
conpani es and officials in the auto joint venture

contracts is generally 40 or nore percent, and is usually raised
over tinme. (Note: Chinese Custons has granted

preferential treatnent for the inport of foreign parts to
donesti c autonobil e manufacturers when their |ocal content
exceeded a certain percentage. End note.) The poor quality of
many donesti call y-produced inputs, however, nmkes | ocalization
difficult for joint ventures, specially in high-tech sectors.

3. Technol ogy Transfer

Most joint ventures involve the transfer of

technol ogy through a Iicensing agreenent, the transfer
of technology froma third party, or the transfer from
the foreign partner as part of its capital contribution.



While China's investnment |aws and regul ati ons do not

require technol ogy transfer, they strongly encourage it,

and foreign investors are likely to encounter pressure

to agree to it. A range of incentives is available to

attract technology transfer. (Again, these incentives would be
abol i shed under WIQ.) See Section |, paragraph xx on Contract
Law and technol ogy transfer.

4. Enpl oyment O Host-Country Nationals

Rul es for hiring Chinese nationals depend on the

type of establishnent (wholly foreign-owned, joint
venture, or representative office). (See section N on

| abor regulations.) Although wholly foreign-owned
conpani es are not required to nom nate Chinese nationals
to their upper nmanagenent, in practice, expatriate
personnel normally occupy only a small nunber of
managerial and technical slots. 1In some ventures, there
are no foreign personnel at all

The anended Chi nese-foreign equity joint venture

| aw provides that the joint venture partners wl|

determ ne, by consultation, the chairman and vice

chai rman, | eaving open the possibility for a foreign or

a Chinese representative to hold either of these

positions. |If the foreign side assunes the chairmnship, the
Chi nese party must have the vice chairmanshi p, and vice versa.

While FIEs are free to recruit enployees directly

or through agencies, representative offices of foreign
conpani es nust hire all |ocal enployees under contract

wi th approved "l abor services conpanies.” These |abor
servi ces conpani es pay contracted | ocal enployees only a
portion of the salary paid by foreign conpanies for
their services and the enpl oyees remain technically

enpl oyed by the | abor services conpany.

5. Enf orcenment Procedures for Performance Requirenents

Article 13 of the sanme joint ventures | aw provides

that the failure of a party to fulfill the obligations
prescribed by the contract is a basis for term nation of
the joint venture. To the extent that performance

requi renents such as |ocal content and export
performance are typically part of contracts establishing
joint ventures, Article 13 inplicitly provides the |ega
basis for enforcing performance requirenents.



Menbership in the WO woul d require China to sharply restrict
the use of three commonly used trade-rel ated i nvest nent neasures
(TREMS): |ocal content requirenments, contractual obligations
requiring inports be bal anced agai nst exports, and foreign
exchange control s.

F. Right to Private Omership and Establishnent

In China's partially-reforned econony, there are numnerous
restrictions placed on the establishnment of business enterprises
for both the Chinese and foreign investor. Wth regard to the
Chi nese investor, 1999 anmendnents to the Chinese Constitution

el evated the status of private enterprise in China. Al though
not aimed at foreign entrepreneurs, these provisions my have a
favorabl e i npact on the investnent climate by raising the
confort |evel of foreign businessnmen accustoned to a private
enterpri se-based econony.

Wth regard to foreign investors, Investnent Cuidelines
publ i shed in June 1995, and revised in Decenber 1997, attenpt to
channel foreign investnment into various encouraged sectors and
limt or block foreign investnment in certain restricted and
prohi bited sectors. Major sectors of the Chinese econony --
particularly in services and infrastructure -- remain largely or
conpletely closed to foreign investnent.

In part to better prepare for increased foreign conpetition

whi ch would result fromits eventual accession to the Wrld
Trade Organi zation (WO), China has been gradually rel axi ng sone
restrictions on owership and establishnent. Since 1992, for
exanpl e, new service sectors, including retailing, foreign
trade, insurance, finance and tourism have been opened and
expanded on an experinental basis, with [imts on nunber and

| ocati on.

-- China has currently approved 17 retail joint ventures -- in
11 cities and SEZs -- on a single-store basis and two on a
chain-store basis. It has recently announced plans to expand
bot h the nunber and | ocations of these pilot projects. Foreign

I nvestnment in such joint ventures is limted to a mnority stake
over thirty years. In addition, investnent in specialty
retailing is allowed only if all the products sold in the stores
are produced in Chinese factories owned by the foreign investor.

-- To date, thirteen foreign insurance conpani es have been
approved to do limted business in Shanghai, including one
American firmwth |icenses to operate in both Shanghai and



Guangzhou. (A total of four Anmerican firnms now have |licenses in
China.) Al of the firns are limted in the products they can
of fer and the custonmers they can solicit. Discussions to open
additional cities to foreign insurers are currently underway.

-- I'n 1999, China announced that foreign travel agencies would
be allowed to open joint-venture travel agencies in China and
that it would renove geographic restrictions on foreign
financial institutions (of which there are about a dozen) and
law firmns.

China is al so encouraging, on a limted basis,

foreign investnment in other hitherto-closed sectors. 1In
August 1993, Chi na announced plans to allow foreign

i nvestnent in roads and harbors. Since then, a nunber of
foreign investors have taken on mnority stakes in toll roads
and port facilities such as contai ner

handling termnals. In May 1994, China announced it

woul d al l ow foreign investors to take up to a 35-percent
stake in Chinese airlines (wth the percentage of voting
shares Iimted to 25 percent). The first such

i nvestnent occurred in |late 1995, when a consortiumled by an
Anmeri can investor purchased a 25-percent stake in Hainan
Airlines. In md-1994, foreign investnment was also allowed in
sel ected gold m nes.

G Protection of Property Rights

Chinese law provides that all land is owned by “the public,” and
individuals cannot own land. . However, consistent with the
policies of reform and opening to the outside, individuals,
including foreigners, can hold long-term leases for land use.
They can also own buildings, apartments, and other structures
on land, as well as own personal property.

H.  Transparency of the Regul atory System

Al t hough nore than 150 nmajor | aws and regul ati ons

apply to foreign investnent, China's |egal and

regul atory systemrenains characterized by a general |ack of
transparency and i nconsi stent enforcenent. Investors may al so
face excessive bureaucratic influence in joint venture
operations. Since the original |legislation and regulations on
foreign investnment were fornul ated, sone neasures have been
introduced to sinplify procedures for foreign should venture
into the China market investors. However, these |aws and



regul ations are still fraught with anbiguities, and no
prospective foreign investor wthout experienced counsel.

. Capital Markets and Portfolio Investnent

The devel opnment of China's donmestic capital markets has not kept
pace with the needs of the econony, but two stock exchanges have
been established in Shanghai (in Novenber 1990) and the city of
Shenzhen in southern China s boom ng Guangdong Province (July
1991). O her regional "securities exchange centers" have had
their ups and downs and were recently closed by the newy
established China Securities Regulatory Comm ssion (CSRC). After
five years of debate, a Securities Law was finally passed in
late 1998 (to be inplenented in 1999). Despite the tougher
penalties for insider trading and other fornms of fraud, the
CSRC s | ack of experienced personnel and the need for China to
adopt and enforce international accounting standards remain
maj or probl ens.

Al though in theory FIE s may apply for perm ssion to raise
capital directly on China's stock and bond narkets, the approval
process is not transparent and perm ssion is practically

i npossible to obtain. (Capital costs tend to be higher in China
than el sewhere, so many FIE s prefer to use offshore funding
sources.) Wth one exception, foreign brokerages are barred
fromunderwiting |local currency shares (A shares), and al
foreign-invested brokerages nust restrict their trading
activities to foreign currency shares (B shares) that make up a
tiny fraction of the market. On a case by case basis, foreign

| egal persons are allowed to purchase unlisted shares in
donmestic firns.

1. Banki ng

China's capital narkets are dom nated by a state banking sector
that generally channels funds to state-owned enterprises on the
basis of public policy rather than market considerations. O her
donestic firms nust find different sources of financing,

i ncluding direct investnent, gray-market sales of stock, and
borrowi ng fromother firns or non-bank institutions. Foreign
firms that need working capital, whether foreign exchange or

| ocal currency, may obtain short-termloans from China's state-
owned comerci al banks. However, priority lending is often
given to investnments which bring in advanced technol ogy or
produce goods for export. In general, foreign-invested firns,
whi ch can keep forex accounts in comercial banks, borrow funds
fromabroad, registering all foreign loans with the State

Adm ni stration for Foreign Exchange (SAFE). Along with the



Peopl e' s Bank of China, SAFE regulates the flow of foreign
exchange into and out of China.

Wth the creation of three policy banks in 1994 -- the Inport-
Export Bank of China, the China Devel opnent Bank (fornerly the
St at e Devel opnment Bank of China), and the Agricultura

Devel opment Bank -- China attenpted to nake a clear division
bet ween policy banki ng and conmerci al banking. The governnent
has encouraged banks to target non-SCEs. In Shanghai, for
exanpl e, banks are clearly scrutinizing small and medi um si ze
enterprises and have provided credit guarantees to small --
including private -- enterprises. Nevertheless, China's nostly
stat e-owned commerci al banks continue to carry a heavy

per cent age of non-perform ng assets (sonme observers say nore
than 30 percent of the total). The People's Bank of China
(China's central bank) reorganized its regulatory structure in
1998, and announced plans to set-up asset-nanagenent conpani es
to take over the bad | oans and hel p the comrerci al banks neet

i nternational capital adequacy standards. Most observers,
however, believe it will take many years for China to re-
capitalize its banks along international |ines.

2. Restrictions On Debt-Equity Ratios

According to regul ations pronul gated in March 1987, the Chi nese
Governnent restricts the debt-to-equity ratio of foreign-funded
firmse and sets mninmumequity requirenents. For investnents
under USD 3 million, debt cannot exceed 30 percent of the total
i nvestnment. The debt/capital ratio for investnents in the USD
3-10 mllion, USD 10 - 30 mllion, and over USD 30 mllion
ranges cannot exceed 50, 60, and 70 percent respectively. Debt
for investnents over USD 60 mllion is limted to two-thirds of
the total value of the investnent.

J. Political Violence

Corruption, layoffs fromstate-run enterprises, the grow ng gap
bet ween coastal regions and the interior, and econom c

di sparities between rural and urban areas have at one tine or
anot her contributed to dissatisfaction anong the Chinese

popul ace. As China continued to push forward in 1998 and 1999
with the restructuring of state-owned enterprises, unenpl oynent
and ot her social pressures have been on the rise. As a result,
there have been a growi ng nunber of |ocal |abor actions.
Declining rural inconmes have contributed to a simlar increase
in protests by farners in the countryside. To date, |oca
authorities have generally dealt with these protests in a



peaceful manner and have not resorted to violence. 1In early
1999, however, there were a nunber of isolated violent actions
by di sgruntled individuals who -- in sone cases notivated by
personal, not political reasons -- exploded bonbs on public
buses, in markets, and along railroad tracks.

In May 1999, there were also acts of violence directed agai nst
US. diplomatic facilities in China, and some Anmerican fast-food
franchi ses, because of NATO s mi staken bonbing of China's

Bel grade enbassy. This violence |asted several days after which
busi ness quickly returned to normal. In other parts of China,
the nort hwest has been troubl ed by occasi onal unrest anong
mnority ethnic and religious groups. China has not encountered
wi despread political activity since the student denonstrations
of 1989, both because the governnent has worked to minimnze

t ensi ons and because nost people recognize that Beijing is able
and wlling to forcibly repress any sizeable anti-gover nnent
protests.

K. Corruption

Despite a high-profile Governnent effort to conbat officia
corruption, and the existence of harsh penalties for those
convi cted of corruption, the practice renmains w despread in
China. According to Chinese Governnment statistics, nationw de
in 1998, three Mnisterial-level officials and hundreds of other
senior officials were charged with corruption. The fornmer head
of the Central Governnent’s Anti-Corruption Bureau was hinself
di sci plined for involvenent in corruption. Banking and finance
are anong the sectors nost afflicted by corruption, as are
gover nnment procurenent and construction projects. Premer Zhu
Rongji has targeted corruption in the construction industry
because of the safety hazards created by shoddy construction.

O fering and receiving bribes are both crinmes under Chinese |aw,
but it is unclear if giving a bribe to a foreign official in
anot her country is a crinme. Bribes cannot be deducted from
taxes. Based on surveys reported in the Western nedi a,

i ncl udi ng one done by the U S. Enbassy, and on general views
expressed by foreign business people and lawers in China, it is
clear that U S. firns consider corruption in China a hindrance
to FDI.

Those convicted of corruption can be sentenced to | engthy prison
terms or, in particularly serious cases, death. The Governnent
can al so i npose adm ni strative penalties agai nst those who
participate in corruption. These penalties range fromofficia
warni ngs to dismssal fromthe civil service. Three different



Gover nment bodi es and one Comruni st Party organ are responsible
for conbating corruption in China: the Suprene People's
Procuratorate, the Mnistry of Supervision, the Mnistry of
Public Security, and the Comuni st Party Comm ttee for

Di scipline Inspection. The Procuratorate and the Mnistry of
Public Security are responsible for investigating crimna
violations of China's anti-corruption |aws, while the Mnistry
of Supervision and the Party D scipline Inspection Commttee
enforce Government ethics and Party discipline.

The U. S. Departnent of State has been working with China's

M nistry of Supervision on an exchange to address issues of
corruption and good governnment practices. The State
Departnent’'s Inspector Ceneral visited China in md-1997. 1In
June 1998, a delegation fromthe Mnistry of Supervision

reci procated the Inspector General's trip by visiting Washi ngt on
for discussions wwth the State Departnent's O fice of the

I nspector General and other U. S

Gover nment agenci es responsi ble for fighting corruption.
The two sides are considering steps for bilatera
cooperation in this area, including additional exchanges.

L. Bi |l ateral Investnment Agreenents

The U. S. does not have a bilateral investnent

treaty with China due to di sagreenent on a nunber

of issues, such as national treatnment, third party
arbitration, and conpensation for expropriation. At
present, such subjects should be addressed in investnent
contracts.

China has entered into bilateral investnent

agreenents with nore than 50 countries, including Japan,
CGermany, the United Kingdom France, Italy, Thailand, Romania,
Sweden, the Bel gi um Luxenbourg Econom ¢ Uni on, Finland, Norway,
Spai n, Canada, and Austria. The provisions of these agreenents
cover such issues as expropriation, arbitration, nost-favored-
nation treatnment, and transfer or repatriation of proceeds. 1In
general, these investnent agreenents only address the treatnent
of investnents after establishnment and do not grant nationa
treatnment for establishnent.

M OPI C and ot her I nvestnent |nsurance Prograns

In the past, OPIC had a very active programin



China. OPIC s programin China has been suspended since
the Tianannmen incident in June 1989, first by Executive
Action, and then by the |egislative sanctions that took
effect in February, 1990. OPIC continues to honor
outstanding political risk insurance contracts. At the
end of 1990, 31 U S. investnents with approxi mately 300
mllion dollars had OPIC political risk insurance. OPIC
prograns will remain suspended in China subject to U S.
foreign policy concerns, the terns of the sanctions

| egi sl ati on enacted, and inprovenents in worker rights
condi ti ons.

Al t hough OPI C may remain unavail abl e for the

foreseeable future, the Multilateral |nvestnent
Guarantee Agency (M GA), an organization affiliated with
the Wrld Bank, can be a source of political risk

I nsurance for investors interested in investing in
China. Sonme commercial insurance conpanies also offer
political risk insurance, as does the People's Insurance
Company of China (Pl CC)

N. Labor
1. Labor Availability

FIEs can take over a joint venture partner's work force, hire
through a I ocal |abor bureau or job fair, advertise in
newspapers, or rely on word of nouth. As described in the above
section on performance requirenents, however, representative

of fices, for the nost part, nust hire their |ocal enployees
through a | abor services agency. Skilled nmanagers are often in
short supply, although many conpani es have found an abundance of
recent university graduates who are talented and highly
notivated; they can conmand sal aries al nost on a par with
expatriates, which does not nake | ocalization any | ess expensive
for many conpani es. Shortages can be especially acute in south
China, which has far fewer institutions for higher education
than exist in the north. Wile engineers and technicians can
sonmetinmes be difficult to find, finding -- and keeping --
managers and those wth marketing skills is especially
difficult. Foreign ventures often find workers nove rapidly
fromjob to job within the foreign-invested and grow ng private
sectors.

2. Conpensati on



Wrkers are paid a salary, hourly wages, or piece-wrk wages.
The provision of subsidized services, such as housing and

medi cal care, is commobn, and conpensati on beyond the basic wage
constitutes a |large portion of a venture's |abor expenses. Wth
recent noves by China to reformthe housing system and pronote
hone purchases through a nortgage system however, enployer-
provi ded housing is decreasing. Investors should check whether
they will have to provide housing and other incentives in the
locality in which they establish

Local governments al so tax enterprises and workers to support
social security and unenpl oynent insurance funds. Tax rates for
social security may run as high as twenty percent of an
enterprise's total wage bill. Individuals nust also contribute
four percent of their salary. 1In general, foreign ventures are
free to pay whatever wage rates they want above a locally

desi gnated m ni nrum wage. Chinese incone-tax |aws often make it
desirable to provide greater subsidies and services rather than
hi gher wage rates. Such decisions are often taken after
observing local practice. China' s national |abor |aw specifies
rates for paynent of overtine conpensation under various

ci rcunst ances.

3. Term nati on of Enpl oynent

The ability to term nate workers varies w dely based on

| ocation, type, and size of enterprise. Term nating individua
wor kers for cause is legally possible but may require prior
notification/consultation with the local union. 1In general, it
is easier to fire in south China than in the north China, and in
small er enterprises than in larger ones. Large-scale |ayoffs,
especially in north China, can arouse opposition fromthe |oca
governnment and fromthe workers thenselves. Were workers are
hired by short-termcontracts or agreenents, it is generally
relatively easy to let themgo at the end of the contract

peri od.

4. Wr ker Rights

The Joint Venture Law and China's 1994 Labor Law, effective
January 1995, require joint ventures to allow union recruitnent,
but do not require a joint venture actually to set up the union
(as managenent does in state enterprises). China s |abor |aw
provi des for the establishnment of collective |abor contracts to
specify wage | evels, working hours, working conditions, and

i nsurance and welfare. In recent years, nost coastal provinces
have passed stricter regulations that require unions in al

FIEs. Beginning in 1996, the Al -China Federation of Trade



Uni ons (ACFTU) | aunched a drive to conduct collective
negotiations in at |east 90 percent of FIE s, and offici al

Chi nese newspapers have clained that this target has been
reached. However, anecdotal evidence suggests that this claim
is far fromaccurate. Foreign ventures should be aware that
according to Chinese law it is illegal to oppose efforts to
establish officially-sanctioned unions. Mst collective
negoti ati ons, however, appear to be pro-forma in nature.

Al though China is a signatory to a nunber of ILO conventions, it
has signed no key ILO conventions on freedom of association or
forced | abor.

0] For ei gn- Trade Zones/Free Ports

China's principal duty-free inport/export zones are |located in
Dal i an, Tianjin, Shanghai, Guangzhou, and Hainan. In addition
to these officially-designated zones, many other free trade
zones offering simlar privileges exist and are incorporated
into SEZs and open cities throughout China. However,
restrictions and charges often apply and can affect venture
operations and business in the |atter zones.

To nmake progress toward a consi stent national trade
reginme as part of its WO accessi on, China has indicated
that it will not introduce any new i nvestnent incentives
for its SEZs and will decrease existing incentives over
time. China's Custons Admi nistration clainms success in
controlling the duty-free inportation of production
inputs into the Zones, but the |ack of physical barriers
makes it difficult to control the flow of non-duty itens
out of the Zones.

Consi derabl e attention was placed on the status of

the SEZs in the run up to and aftermath of the March
1995 session of the NPC with zone officials from
Shenzhen attenpting to enhance their zone's autonony,
and del egates fromprimarily inland parts of China
requesting that SEZ privil eges be reduced further.
During and after the NPC neeting, the central governnent
| eadership nade a series of statenents enphasizing that
there would be no changes in China's basic policies
towards SEZ's. Simlar statenents appeared periodically
in Chinese official publications throughout 1996 and
1997.



P. Foreign Direct Investnment in China s Econony an Mj or
I nvestors

FIEs in China are acknow edged as the nost efficient part of the
Chi nese econony and play a particularly significant role in
China's trade, accounting for 55 percent of China's inports and
44 percent of exports in 1998. Anong the 324,620 FlI Es approved,
a total of 250,000 are operational, enploying 18 mllion people
-- the equival ent of approximtely 11 percent of China' s non-
agricul tural population. FI Es approved in 1998 are expected to
generate an additional 1 to 1.5 mllion jobs over the next 2
years. In 1998, China's foreign-related tax revenues increased
26 percent to USD 14.9 billion, accounting for 14 percent of the
nation's tax revenues fromindustry and conmerce (Note: Tax
revenue fromwholly foreign-owned enterprises accounts for nore
than 95 percent of foreign-related tax revenue.) The industria
out put of FIEs reached USD 188 billion, accounting for 27
percent of China's total industrial output.

Foreign investnment stock in China is difficult to

estimate given a | ack of avail abl e sophisticated dat a.

Every year China publishes direct investnent inflow statistics
that, added together fromthe earliest significant investnents
in 1979, total $267 billion. However, this figure does not take
depreci ation, disinvestnent or current value into account. An
FDI stock figure published by China's State Statistica

Bureau (SSB) for 1996 is probably nore reliable and can be used
as a base to calculate historical stock. By adding realized FD
figures for 1997 and 1998 to this base, total realized FDI stock
in China stood at USD 154 billion. This is equivalent to 16
percent of China's 1998 GDP of $962 billion. Total realized FD
in 1998 total ed $45.463 billion, or approximtely 5 percent of
China's 1998 CGDP

Major U S. Investors In China

A |l arge nunber of U S. conpanies have established and
are expanding direct foreign investments in China.

Major foreign investors in China include General Motors,
Cargill, Motorola, Coca Cola, ARCO, Ford, Amoco, United
Technologies, Hewlett-Packard, and General Electric.

Q U S. Enbassy Survey O Anmerican |Investors

In Decenber 1998, the U S. Enbassy in Beijing, with the
assi stance of the Gallup Organi zation, undertook a survey of



Anerican investors in China. The Enbassy received a total of
286 valid questionnaires, representing a margin of error of 4.8
percent. The major findings are highlighted bel ow

-- The lure of the China market -- with its 1.2 billion
potential custons, increasingly sophisticated m ddle class,
grow ng industrial base and explosion of retail stores -- stands

out as the primary reason why U.S. conpanies invest in China,
according to a new U. S. Enbassy mail survey conducted with the
assi stance of the Gallup Organization.

-- Only ten percent of Anmerican investors indicated that they
were using China primarily as an export platform base.

-- Most U.S. conpanies inport nore than they export; they have
not been contributing to Arerica's trade deficit with China

-- Fifty-two percent of respondents reported that they had
achieved a positive return on their initial investnment; fifty-
seven percent report that they are currently earning a profit.

-- Fifty-seven percent of reporting firnms have reinvested in the
current venture; a smaller portion have reinvested in other
ventures that support the original venture or in new ventures
not associated with the original venture.

-- Nearly half of 108 firns that currently are not profitable
have reinvested in the current venture in anticipation of a
future profit.

-- U S business is, on the whole, frustrated with nmany aspects
of the business environnent in China. The biggest problens:
transparency of laws and regul ations (62 percent of those
reporting), cost of doing business (59 percent), custons
procedur es/ export procedures (58 percent) and foreign exchange
regul ati ons/ exchange rate risk (54 percent).

-- Conpanies rated al nost equally the inpact of U S. trade
sanctions, U S.-China relations, the econom c sl owdown in Asia,
the U S. annual Most Favored Nation debate and China's accession
to the Wrld Trade Organi zation on their operations in the PRC
(over 50 percent characterized the inpact as “ngjor” or
“noderate”). N neteen percent said the Asian crisis had a
significant inpact on them w th 52 percent saying the inpact
was m ni nal



-- Thirty-seven percent of respondents rated the China nmarket as
good or very good, 44 percent rated it average and 19 percent
called it bad or very bad

-- Half of the respondents are cautiously optimstic about their
i nvest ment prospects over the next 12 nonths, and they plan to
expand their operations in China slowy over the next five
years.

-- Fifty-five percent of respondents said that they would
definitely invest in China if they had to nake this decision
over again; 31 percent indicated that they probably would nake
t he same deci sion.

VIITI. Trade and Project Financing
A. Banking System

China's banking system is changing rapidly under the impetus of
economic reforms. At the top of the system is China's central
bank, the People's Bank of China (PBOC), which sets monetary
and, together with the State Administration of Foreign Exchange
(SAFE), foreign-exchange policies. According to the 1995
Central Bank law, the State Council maintains oversight of PBOC
policies.

Below the central bank are the state-owned commercial banks:
Bank of China, People's Construction Bank of China, Agricultural
Bank of China, Industrial and Commercial Bank of China, and Bank
of Communications.

In the midst of the reforms of the 1980s, the government
established some new investment banks that engage in various
forms of merchant and investment banking activities. Many of
the 240 or so international trust and investment companies
established by government agencies and provincial authorities,
however, experienced severe liquidity problems after the
bankruptcy of the Guangdong International Trust and Investment
Corporation (GITIC) in late 1998. The largest surviving ITIC is
China International Trust and Investment Corporation (CITIC),
which has a banking subsidiary known as CITIC Industrial Bank.

Three new government "policy" banks have been established since
1994. These banks will take much of the financial responsibility
for financing economic and trade development and state-invested
projects included in the government's five-year economic plans.



They are the China Development Bank (formerly the State
Development Bank of China) and Agricultural Development Bank
Export-Import Bank of China.

B. Foreign-Exchange Controls

The PBOC and the SAFE regulate the flow of foreign exchange in
and out of the country, and set exchange rates through a
“managed float” system. To better control this flow, almost all
Chinese enterprises and agencies are required to turn over all
foreign- exchange earnings to the banking system, in exchange
for renminbi (large exporters were allowed to retain up to 15%
of their earnings beginning in late 1997). When foreign
exchange is required for import and other authorized
transactions, they then apply to designated banks that are
members of the interbank foreign-exchange market to purchase the
funds.

Foreign-invested enterprises (FIEs) are permitted to keep
foreign exchange in forex accounts at commercial banks. The
Chinese government has eliminated the foreign-exchange swap
centers on which FIEs used to trade among themselves, and FIEs
have been integrated into the formal banking system.

Since 1995 China has required that FIEs submit an annual report
on their foreign-currency transactions, known as the Foreign-
Exchange Examination Report. This report must be prepared by a
certified public accountant registered in China and approved by
SAFE and is necessary to qualify for foreign-exchange
privileges. The purpose of the report is to ensure that FIEs’
foreign-exchange earnings from exports are sufficient to meet
their own requirements as well as any obligation to repatriate

profits. Once the report is approved, firms are provided a
stamped Foreign Exchange Registration Certificate, which will
enable them to obtain foreign exchange. China's goal of

achieving a fully convertible currency by the year 2000 has been
pushed back because of the Asian financial crisis.

On July 1, 1996, China began to allow all FIEs in China to buy
and sell foreign currency and exchange the renminbi in
authorized banks for trade and services, debt payment and profit
repatriation. The PBOC has lifted limits on exchanging and
remitting currency for non-trade purposes and raised the
ceilings for the amount of foreign exchange for private use. 1In
mid-1998, however, SAFE cracked down on the pervasive practice
of exploiting loopholes and lax enforcement procedures to get
around the controls on capital transactions. Since then,



traders have complained of delays as their underlying
documentation is screened more closely by SAFE and other
regulatory authorities, including the tax administration. SAFE
has been responsive to appeals that it streamline its system.

Foreign banks, their branches and Sino-foreign joint ventures
are allowed to act as authorized banks, buying or selling
foreign exchange from, or to, foreign-funded ventures. But
foreign-funded banks are not allowed to accept renminbi deposits
or make renminbi loans except in the experimental zones of
Shanghai's Pudong district and Shenzhen. Elsewhere, foreign
branches are prohibited from accepting RMB deposits
(liabilities) but can maintain RMB accounts to provide foreign-
exchange conversion for their customers. China has pledged to
expand the scope of renminbi business gradually and to eliminate
geographical restrictions.

C. General Financing Availability

The sources of financing available for U.S. exporters and
investors are:



The World Bank: The World Bank, based in Washington, D.C.,
maintains a large loan program in China. The world Bank’s
purpose is to help borrowers reduce poverty and improve living
standards through sustainable growth and investment. China
represents the World Bank’s second largest commitment worldwide.
The Bank’s program policies in China continue to shift away from
key infrastructure projects in transportation and energy toward
environmental and agriculture support. The World Bank publishes
bidding opportunities in the United Nations publication
“Development Business.” This is available by subscription from
United Nations, P.O. Box 5850, Grand Central Station New York,
New York 10163-5850.

The World Bank conducts procurement by the rules of
international competitive bidding through Chinese tendering
organizations; nonetheless, successful bidding requires close
coordination with the Chinese government entity responsible for
developing a project at the consulting stage, when
specifications are being established.

The International Finance Corporation (IFC): IFC has become
increasingly active in China. It is mandated to assist joint-
venture and share holding companies with substantial non-state
ownership to raise capital in the international markets. The
IFC takes equity positions in these companies. IFC's core
business is “project finance” and it currently has over USS$ 1.2
billion invested in “project finance” undertakings in China.
These are projects with anticipated cash flows that can cover
debt-service repayment to lenders and payment of dividends to
shareholders. They are without government guarantees. IFC can
be contacted through its Washington, D.C. Headquarters at (202)
473-0631 or at its Beijing office (Fax: (86-10) 6501-5176).

The Asian Development Bank (ADB): China continues to be one of
ADB's largest borrowers. Loans are largely for infrastructure
and environmental projects. Once a project is initially

approved by the ADB and the Chinese government, it is included
in a monthly publication called "ADB Business Opportunities”
which is available by subscription from the Publications Unit,
Information Office, ADB, P.O. Box 789, Manila, Philippines, Fax:
(632) 632-5122 or 632-5841. The Commerce Department has
established a Multilateral Development Bank Operations Office
(Fax: (202) 273-0927) which publishes information to assist
companies in winning such contracts.

The Overseas Economic Cooperation Fund (OECF) of Japan: The
OECF is a Japanese government organization which extends long-



term, below-market interest rate loans to China. In the 1997-
1999 period some USS$S1.4 billion will be available for 130
projects under the Fourth Yen Loan. These projects are
described in the “OECF Quarterly Report Supplement” available
from the Public Relations Division of the OECF in Tokyo at (81)
3 3215-1307.

Many U.S. companies have been successful in obtaining contracts
under these loans either on their own or by working in
conjunction with large Japanese trading firms. Potential
bidders must begin working with Chinese ministries and end-users
at the consultant (pre-feasibility study) stage when
specifications are being developed for the project. This is
usually a year or two before the tender is formally published.
OECF projects tend to be in infrastructure, environmental and
agricultural sectors.

The Japanese Export Import Bank also offers untied credits which
are medium- or long-term loans at market interest rates.
Approximately 30% of JEXIM's credits are untied and these are
also subject to international competitive bidding.

Bilateral government loans: The Chinese actively seek low-
interest, long term loans, particularly from European countries.
These soft loans are designed to support their country's
exporters and are usually offered under annual government-to-
government protocols not tied to particular projects. TU.S.
firms, otherwise competitive on price and quality, sometimes
lose contracts because they can not compete with such loans.

The U.S. Export Import Bank (Eximbank) has established a
procedure whereby it can consider matching competitors’ soft
loan terms, once there is proof of such an offer. Eximbank will
not initiate a soft-loan offer. A U.S. firm should consult with
a Commercial Service officer if it believes it is competing
against a soft loan.

Export credits: Chinese end-users have become more interested
in using foreign export credits to finance imports. Eximbank
offers a full range of loans, guarantees, and insurance for
firms exporting products with at least 51% U.S. content.
Eximbank works with the Bank of China and the State Development
Bank, and will work with other banks, including China
Construction Bank, Industrial and Commercial Bank of China and
Bank of Communication, assuming full faith and credit guarantees
are available from the Chinese government. The rates and terms
of such financing are governed by the OECD arrangements on



export credits. Lending rates are set by the OECD and are
called Commercial Interest Reference Rates (CIRRs).

D. Terms of Payment

In China's liberalized economic regime, there are many ways to
finance imports. The most commonplace are the letter of credit
and “documents against payment.” Under these methods, foreign
exchange is allocated by the central government for an approved
import.

Letters of credit: Although the Bank of China dominates China's
trade-finance business, several banks, other major Chinese banks
have the authority to issue letters of credit for Chinese
imports. These include the China Construction Bank, industrial
and Commercial Bank of China, Agricultural Bank of China and
CITIC Industrial Bank. Foreign banks with branch or
representative offices in China (see Appendix D) can also issue
letters of credit.

There are a few peculiarities about letters of credit issued by
Chinese banks. First, local Chinese courts have issued
injunctions, from time to time, barring Chinese banks from
clearing letters of credit whose underlying documentation has
been challenged. The central government has issued guidance
against this practice, which should gradually disappear.
Second, China is not a member of the International Chamber of
Commerce and, therefore, is not subject to the Unified Customs
and Practices (UCP) 400 code regarding international trade
payments. Thus, in Chinese practice, terms and conditions are
generally negotiable and set on a transaction-by-transaction
basis in the form of a "silent" confirmation. Banks can
generally be found to take this modest risk.

Documents against payment: This method of payment is similar to
a letter of credit, but less formal and more flexible. Just as
with letters of credit, the exporter submits a full set of trade
documents for payment collection to the bank designated in the
contract. The Chinese bank will send the documents to the home
office, which examines them and, in some cases, passes them to
the buyer for further examination. Payment is made after the
documents have met the approval of all parties. This method of
payment provides rather thin coverage against default. It can
be considerably less expensive than a letter of credit, but
should be used with caution.

Other methods:



Bank or Enterprise Loans: Many Chinese companies have
relationships with local banks or other enterprises which will
loan funds for the purchase imports.

Foreign Supplier Loan: The supplier helps to finance, on behalf
of the Chinese buyer, the purchase of its equipment.

Proceeds sharing/cooperative joint venture: Some suppliers
enter into a cooperative joint venture to ensure the sale and
financing of their equipment.

E. Insurance

Insurance: The China operations of the Overseas Private
Investment Corporation (OPIC) have been under suspension since
the Tiananmen incident of 1989 (see section VII M. above). The

U.S. Ex-Im Bank has programs which provide guarantees and credit
risk insurance to exporters. Contact Ex-Im at (800) 565-EXIM.
Some private companies, such as American International Group,
also offer export credit insurance policies for China.

F. Project Financing

Chinese officials have for years been experimenting with various
limited-recourse project financing schemes. Long awaited Build-
Operate-Transfer (BOT) laws have been delayed, however, and the
overall private finance climate has cooled off during the past
year. The U.S. Ex-Im Bank is seeking to implement a limited-
recourse project-financing program in China. Such a project is
one in which anticipated cash flows can cover debt service
repayment to lenders and payment of dividends to shareholders,
and is without government guarantees. Loans under this program
will be available to companies operating investment projects
which require imports from the U.S. Project financing is also
available from the various multilateral financial institutions
as described in Section C above.

I X. Busi ness Travel

Visa: For US. citizens to travel to China, a Chinese visa needs
to be obtained before enbarking on the trip. A few different
types of visas are issued to visitors, including the touri st
visa (Type L) that allows the bearer one- to two entries to stay
up to one nonth each tinme. Consult the Chinese Enbassy or

Consul ate General on obtaining the right type of visa or apply

t hrough a travel.



Those who wish to work and stay in China for extended periods of
time need to apply for enploynent visa (Type Z), which allows
multiple entries into China and is valid for up to one year.

The application process is Iong and bot hersonme and requirenents
many, including a conplete physical check-up. Upon expiration,
the Type Z visa can be renewed with reasonabl e anobunt of effort
& paperwor K.

Trade Shows & Exhibitions: Participants can cone into China on
tourist visas and travel in-country. Notebook conputers,
caneras, portable printers, VCRs can be brought into China as
per sonal bel ongi ngs.

Busi ness firms seeking to bring in exhibits and itens for
di spl ay should consult with Custons authorities for regulation
on the procedures and to obtain copies of appropriate forns.

Tenporary Entry: Goods inported in China for display or
denonstration at trade shows and exhi bitions are exenpt from
Custons duty, provided they are re-exported within three nonths.
The exhi bition organi zer nust obtain advance approval fromthe
Custons, provide certain shipping docunents and a list of itens
to be exhibited, and coordinate with Custons officials. Custons
may soneti mes request a guarantee in the formof a deposit or
letter.

A local sponsor with authority to engage in foreign trade nmay
sponsor small exhibitions or technical sem nars, requiring |ess
t han 500 square meters, without first seeking approval from
MOFTEC. Custons will handle the tariff exenption formalities
based upon a guarantee of re-export that is signed between the
sponsor and the foreign party.

Food and beverage exhibition "not-for-sale" sanple-entry rul es
are not clearly defined and appear capriciously applied. U S.
exhi bitors should contact the exhibition organizers to determ ne
their liabilities regarding sanple entries for such events
before registering to participate, to obtain a clearer
under st andi ng of exhibition-rel ated expenses.

Sone exhibits or sanples inported under the tenporary not-for-
sale regul ations may be sold after the trade event is conpleted,
in which case the duties owed on these itens are |evied by the
Custons. In the case of deposit

Passenger Baggage: Reasonable quantities of itens for personal
use by short-termvisitors may be inported duty-free. O her



items such as caneras, televisions, stereo equipnent, conputers,
and tape recorders nust be declared and nay be assessed a duty
dependi ng upon the iten s val ue.

Advertising Materials and Trade Sanpl es: Sanples and
advertising materials are exenpt from custons duty and VAT if
the item s val ue does not exceed RMB 200. Sanples and
advertising materials concerning certain electronic products,
however, are subject to custons duty and VAT regardl ess of
val ue.

Representative Ofices: Resident offices nust submt a witten
application to Custons if they intend to inport any persona
effects or vehicles. Approval by Custons wai ves any rel evant

i mport license requirenents and allows the office to inport the
equi pnent in reasonable anounts for office-use only.

Overseas Assignnment to China: expatriate managers who are
assigned to work in China need to apply for enploynent visas
(see above). On their first trip into China on the Z visa, they
are entitled to bring duty-free reasonable and personal- and
househol d- use itens including the otherwi se dutiable itens such
as VCR, PC, video caneras, etc.



APPENDI X A

COUNTRY DATA

Popul ati on

1997 1998 1999 2000
Popul ation (in mllions) 1, 236 1, 249 1, 263
1,276
Popul ati on Growm h Rat 1.1% 1.1% 1.1%
1.1%

Note: Actual growmh rate for 1996 is assuned for 1997, 1998, and
1999 and is used to produce popul ation estimtes for those
years.

Religion: Oficially atheist, but traditionally pragmatic and
eclectic; nost inportant religions are Taoi sm and Buddhi sm
foll owed by Islamand Christianity.

Languages: Standard Chinese is generally spoken by educated
peopl e t hroughout China, but there are dozens of major |oca

di al ects such as Cant onese, Shanghai nese, M nbei, M nnan, X ang,
Gan, and Hakka.

Wrk week: Oficial work week is 40 hours per week.

DOVESTI C ECONOWY

1997 1998 Proj'd

(actual) 1999 2000
GOP (RMB trillions) /1 7.477 7.955 8.432 9. 275
GDP Gowh (percent)/2 8.3 7.8 7.0 7.0
GDP Per Capita (US$) 733 769 824 878
Gover nment Spendi ng as % of CGDP 13 14 15 16
Retail Price Inflation (percent) 2.8 -0.8 0.0 3.0
Unenpl oynment (percent) /3 3.0 3.1 3.2 3.3
Total For. Ex. Reserves (US$bn) 140 142 147 145
Aver age Exchange Rate (RVB/ US$) 8. 25 8.28 8.28 8. 28
Foreign Debt (US$ billions) 131.0 146 145 143
Debt Service Ratio 8.7 7.9 8.5 8.5

Not es:

1/ 1997 and 1998 are actuals; 1999 and 2000 are Enbassy
esti mates.

2/ At current prices.

3/ At constant prices.



4/ O ficial Chinese estinmate of urban unenpl oynent. Unofficial
estimates range from 8-15%



APPENDI X B

TRADE DATA

(US$ Billions)

Cat egory 1998
(actual)
Total PRC exports /1 183. 7
Total PRC inports /1 140. 4
U S. exports to PRC /2 14. 3
US. inmports fromPRC /2 71.2
Total US agric exp to PRC 1.7
Total US agric inp from PRC 1.1
1/ PRC Custons General Adm nistration for

estimate for

2/

3/
for

for

1999 and 2000.

1999 and 2000.
U S. Departnent of Commerce for

Proj'd Proj'd
1999 2000
174.5 192.0
146. 9 153. 8
12.2 14.0
79.0 87.7
N A N A
N A N A

1998, U.S. Enbassy

From Trade & Marketing Anal ysis Branch/ TEAD/ | PT/ FAS/ USDA

1998.

1998, U.S. Enbassy estinmate
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APPENDI X C

I NVESTMENT STATI STI CS

The data provi ded bel ow have been obtai ned from MOFTEC and t he
SSB. The statistics are sinple data collected at the point of
MOFTEC approval of a foreign investnent contract (data on nunber
and value of foreign investnent contracts) or based on required
reporting by FIEs of commtted capital (actual investnent
utilized). Cunulative values for both contracted and actua
foreign investnent are sinple totals of the data collected each
year. As such, they do not reflect historical stock, do not
take into account divestnent, nor are they adjusted for
inflation. Mre sophisticated data on foreign investnent is not
currently avail able in China.

It should be noted that China's FD data include investnment from
Hong Kong, a special admnistrative region of China, as well as
Tai wan and Macao. In addition, a significant anmount of FDI from
Hong Kong and Macao, is actually investnent by nai nl and Chi nese
conpani es via subsidiaries in Hong Kong or Macao. The mainl and
Chi nese conpani es seek to capitalize on Chi nese Gover nnent

i ncentives, such as tax breaks, which are available to foreign

i nvestors but not donestic investors. Estimates on how nuch of
the FDI attributed to Hong Kong investors, and therefore,
included in overall FDI totals, which is actually mainland

Chi nese conpany funds, range from 10-30 percent of the total

Hong Kong FDI in China.

Table 1 -- Contractual and Utilized Foreign Direct Investnent in
China fromAl |l Sources (1979-1998) (In USD M 1ions)

Nunber of Cont r act ual Uilized
New Contracts FDI FD

1979- 82 920 4,958 1, 769
1983 638 1,917 916
1984 2,166 2,875 1,419
1985 3,073 6, 333 1, 956
1986 1, 498 3, 330 2,244
1987 2,233 3,709 2,314
1988 5, 945 5, 297 3,194
1989 5, 779 5, 600 3, 393
1990 7,273 6, 596 3, 487
1991 12, 978 11, 977 4, 366
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1992 48, 764 58, 124 11, 008

1993 83, 437 111, 436 27,515
1994 47,549 82, 680 33, 767
1995 37,011 91, 282 37,521
1996 24,556 73,276 41, 726
1997 21, 001 51, 003 45, 257
1998 19, 799 52,102 45, 463
Tot al 324, 620 572, 495 267, 315

Table 2 -- U.S. Contractual and Utilized Foreign
Direct Investnent in China (1979-1998)(In USD M 1i ons)

Nunber of Cont r act ual Utilized
Year New Proj ects FDI FDI
1979- 82 21 281 13
1983 25 470 5
1984 62 165 256
1985 100 1,152 357
1986 102 541 326
1987 104 342 263
1988 269 370 236
1989 276 641 284
1990 357 358 456
1991 694 548 323
1992 3, 265 3,121 511
1993 6, 750 6, 813 2,063
1994 4,223 6, 010 2,491
1995 3,474 7,471 3,083
1996 2,517 6, 915 3, 443
1997 2,188 4,937 3, 239
1998 2,238 6, 484 3, 898
Tot al 26, 665 46, 619 21, 247
Table 3 -- China's Contractual and Uilized Foreign
Direct Investnest by Country (1998) (in USD M IIions)

Nunber of Cont r act ual Utilized

New Contracts FDI FD
Hong Kong 7, 805 17,613 18, 508

Virgin Is. 622 6, 136 4,031



U S 2,238 6, 484

Si ngapor e 566 3, 002
Japan 1,198 2,274
Tai wan 2,970 2,982
Kor ea ( ROK) 1, 309 1, 641
uU. K. 220 1, 682
Cer many 208 2,375
Thai | and 97 563
France 201 489
Macao 264 307
Mal aysi a 144 326
Cayman |Is. 41 793
Canada 416 947
O hers 1500 4,015
Tot al 19, 799 52,102

Countries and regions with the highest cunul ative

utilized FDI in China as of Decenber 19998 were,
Si ngapor e,
Korea, Virgin Islands, U K., Germany and Macao.

order, Hong Kong, Japan, U.S., Taiwan,

Countries and regions with the greatest utilized FD

for 1998 were, in declining order, Hong Kong,

U. S., Singapore, Japan, Taiwan, Republic of Korea,

and t he Net herl ands.

Note: Many foreign firnms, including fromthe U S., are

registered in the Virgin Islands and the Caynan |Islands for tax

consi der ati ons.

Table 4 -- China's Contractual and Uilized
Foreign Direct Investnment by Sector (1998)(In USD MI1ions)

Nunmber of Contr ac-
New Contracts tual FD

Agricul ture, Forestry,
Ani mal Husbandry, and

Fi sheri es 876
M ni ng 168
Manuf act uri ng 13,477
Utilities 142
Construction 318

Transport, Wrehousing,

1,204
852
30, 827
1, 968
1, 750

Uilized
FDI

624
578
25,582
3,103
2,064

i n declining
Republ i c of

i n China
Virgin |Islands,
U K,

Cer many
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Postal and Tel ecomm Svcs. 274 2,301 1, 645
Whol esal e and Retail Trade

and Food Services 1,184 1, 314 1, 181
Real Estate 834 6, 647 6, 410
Soci al Services 1, 634 3,012 2,963
Heal th Care, Sports and

Soci al Wl fare 40 142 97

Education, Culture, Arts,
Radi o, Film and Tel evi si on

I ndustry 14 22 68
Scientific Research and
Conp. Techni cal Services 169 156 39
O hers 669 1, 906 1,108
Tot al 19, 799 52,102 45, 463
APPENDIX D

U.S. AND CHINESE CONTACTS
1. Chinese Government Organs Contact List
A. State Council

General Office of the State Council:

2 Fuyou St., Beijing 100017

Secretary General: Luo Gan

Tel: (86-10) 6309-6998:

Contact: Zheng Youmei, Director-General of Office

B. State Commissions

State Commission of Science, Technology, and Industry for
National Defense

1 Aimin Street, West City District, Beijing 100034, China
Minister: Liu Jibin

Tel: (86-10) 6603-4714

Fax: (86-10) 6616-9811

Contact: Feng Hui, Officer of Foreign Affairs Bureau

State Development Planning Commission

38 Yuetannanjie, Xicheng District, Beijing 100824, China
Minister: Zeng Peiyan

Tel: (86-10) 6850-2968/ 6850-2407

Fax: (86-10) 6850-2728
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Contact: Li Bin, Director of Foreign, American, and Oceanic
Affairs

State Economic and Trade Commission

26 Xuanwumen Xidajie, Beijing 100053, China

Minister: Sheng Huaren

Tel: (86-10) 6319-3570

Fax: (86-10) 6319-3625

Contact: An Chunsong, Director of American, European Affairs

State Ethnic Affairs Commission

252 Taipinggiaodajie, Xicheng District, Beijing 100800, China
Minister: Li Dezhu

Tel: (86-10) 6602-4925

Fax: (86-10) 6602-4923

Contact: Tawa Kule, Director of Foreign Affairs Bureau

State Family Planning Commission

14 Zhichunlu, Haidian District, Beijing 100088, China
Minister: Zhang Weiging

Tel: (86-10) 6205-1848

Fax: (86-10) 6205-1865

Contact: Chong Jing, Director

C. Ministries

Ministry of Agriculture

11 Nongzhanguan Nanli, Beijing 100026, China

Minister: Chen Yaobang

Tel: (86-10) 6419-2452

Fax: (86-10) 6419-2468

Contact: Hu Yanan, Director of American Oceanic Cooperation &
Exchange

Ministry of Civil Affairs

147 Beiheyan Dajie, Beijing 100721, China

Minister: Doji Cering

Tel: (86-10) 6525-1312/6525-1313/6525-1314/6525-1316

Fax: (86-10) 6512-1882/6525-5676

Contact: Xu Liugeng, Director-General of Foreign Affairs Office

Ministry of Communications

11 Jianguomennei Dajie, Beijing 100736, China
Minister: Huang Zhendong

Tel: (86-10) 6529-2215

Fax: (86-10) 6529-2201
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Contact: Hu Jinglu, Director of Foreign Affairs Office

Ministry of Construction

Baiwanzhuang, Haidian District, Beijing 100835, China
Minister: Yu Zhengsheng

Tel: (86-10) 6839-4049

Fax: (86-10) 6831-3669

Contact: Shen Jian Guo, Director of Foreign Affairs Department

Ministry of Culture
Jia 83 Dong’anmen Beijie, Beijing 100722, China
Minister: Sun Jiazheng
Tel: (86-10) 6555-2035/6555-1934
Fax: (86-10) 6555-1934
6555-1959
Contact: Sun Weixue, Director of External Cultural Relations

Ministry of Education

37 Damacang Hutong, Xidan, Beijing 100820, China
Minister: Chen Zhili

Tel: (86-10) 6609-3647/6609-6275

Fax: (86-10) 6601-1049/6601-3674

Contact: Li Dong Xiang, Director-General of International
Cooperation Office

Ministry of Finance

3 Nansanxiang, Sanlihe, Xicheng District, Beijing 100820, China
Minister: Xiang Huaicheng

Tel: (86-10) 6855-2128

Fax: (86-10) 6851-3428

Contact: Zhu Xian, Director of International Cooperation

Ministry of Foreign Affairs

2 Chaoneidajie, Dongcheng District, Beijing 100701, China
Minister: Tang Jiaxuan

Tel: (86-10) 6596-2600

Fax: (86-10) 6596-2660

Contact: Lu Shumin Director of American & Oceanic Department

Ministry of Foreign Trade and Economic Co-operation
2 Dongchang'an Jie, Beijing 100731, China

Minister: Shi Guangsheng

Tel: (86-10) 6519-8804

Fax: (86-10) 6519-8904
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Contact: Dai Yunlou, Deputy Director of American and Oceanic
Affairs

Ministry of Health

44 Houhaibeiyan, Xicheng District, Beijing 100725, China
Minister: Zhang Wenkang

Tel: (86-10) 6401-2133

Fax: (86-10) 6401-2369

Contact: Liu Peilong, Director-General of International
Cooperation

Ministry of Information Industry

13 Xichang’anjie, Beijing 100804, China

Minister: Wu Jichuan

Tel: (86-10) 6603-8848

Fax: (86-10) 6601-1370

Contact: Zhao Xintong, Director-General of Foreign Affairs
Office

Ministry of Justice

10 Chaoyangmen Nandajie, Beijing 100020, China

Minister: Gao Changli

Tel: (86-10) 6520-5209

Fax: (86-10) 6520-5211

Contact: Xu Jingfeng, Director of Foreign Affairs Office

Ministry of Labor and Social Security

12 Hepingli Zhongjie, Dongcheng District, Beijing 100716, China
Minister: Zhang Zuoji

Tel: (86-10) 8420-1102

Fax: (86-10) 6421-8350

Contact: Zhang Youyun, Director of Foreign Affairs

Ministry of Land and Resources

37 West Guanyingyuan, Xicheng District, Beijing 100035, China
Minister: Zhou Yongkang

Tel: (86-10) 6612-7100

Fax: (86-10) 6612-7247

Contact: Huang Zongli, Director of Foreign Affairs

Ministry of National Defense
(This ministry should be contacted through the Ministry of
Foreign Affairs.)

Ministry of Personnel
7 Hepingli Zhongjie, Beijing 100013, China
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Minister: Song Defu

Tel: (86-10) 8421-4797/8421-4798

Fax: (86-10) 8422-8797

Contact: Wang Xiaochu, Director of Foreign Affairs Office

Ministry of Public Security

14 Dongchang'anjie, Beijing 100741, China

Minister: Jia Chunwang

Tel: (86-10) 6520-3329/6520-3004/6520-3297

Fax: (86-10) 6524-1596

Contact: Liu Yan, Director of Foreign Affairs Office

Ministry of Railways

10 Fuxing Lu, Haidian District, Beijing 100844, China

Minister: Fu Zhihuan

Tel: (86-10) 6324-4885

Fax: (86-10) 6398-1065

Contact: Tang Wensheng, Director of Foreign Affairs Dept.
Lu Xusheng, Division Chief-foreign Affairs Office

Ministry of Science and Technology
Yi 15 Fuxinglu, Haidian District, Beijing 100862, China
Minister: Zhu Lilan
Tel: (86-10) 6853-0145
Fax: (86-10) 6851-2594
Contact: Jin Xiaoming, Deputy Director General of Foreign
Affairs Department

Ma Linying, Division Chief-Office of American and
Oceanic Affairs

Ministry of State Security
(This ministry should be contacted through the Ministry of
Foreign Affairs.)

Ministry of Supervision

4 Zaojunmiao, Haidian District, Beijing 100081, China
Minister: He Yong

Tel: (86-10) 6225-4149

Fax: (86-10) 6225-4149

Contact: Peng Wenyao, Director of Foreign Affairs Office

Ministry of Water Resources

2 Baiguanglu Ertiao, Xuanwu District, Beijing 100053, China
Minister: Wang Shucheng

Tel: (86-10) 6320-2698
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Fax: (86-10) 6354-8037
Contact: Dong Zheren, Director General of Foreign Affairs Office

National Audit Office

1 Beiluyuan, Zhanlanlu, Xicheng District, Beijing 100830, China
Minister: Li Jinhua

Tel: (86-10) 6830-1312/6830-1306

Fax: (86-10) 6833-0958

Contact: Chen Hua, Deputy Director General of Foreign Affairs
Office

People's Bank of China

32 Chengfangjie, Xicheng District, Beijing 100800, China
Governor: Dai Xianglong

Tel: (86-10) 6619-4114/6840-1188/6619-4840

Fax: (86-10) 6601-5346

Contact: Li Ruogu, Director General of Int'l Affairs Department

D. Bureau and Administration Directly under the State Council

Bureau of Government Offices Administration
22 Xi’anmen Dajie, Beijing 100017, China
Director: Jiao Huancheng

Tel: (86-10) 6603-6447

Fax: (86-10) 6309-6382

Contact: General Office

Civil Aviation Administration of China

155 Dongsi Xidajie, Beijing 100710, China

Director: Liu Jianfeng

Tel: (86-10) 6513--5822

Fax: (86-10) 6401-6918

Contact: Zhang Yafeng, Director General of Foreign Affairs
Office

Counselor’s Office under the State Council

(The information for this office is not made publicly available.
Please contact the Ministry of Foreign Affairs.)

General Administration of Customs

6 Jianguomennei Dajie, Beijing 100730, China

Director: Qian Guanlin

Tel: (86-10) 6519-4114

Fax: (86-10) 6512-6020

Contact: Liu Yulin, Director General of Foreign Affairs

National Tourism Administration
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Jia 9 Jianguomennei Dajie, Beijing 100740, China

Director: He Guangwei

Tel: (86-10) 6520-1501

Fax: (86-10) 6512-2096

Contact: Xue Guifeng, Director General of Foreign Affairs Office

State Administration for Industry and Commerce

8 Sanlihe Donglu, Xicheng District, Beijing 100820, China
Director: Wang Zhongfu

Tel: (86-10) 6801-0463

Fax: (86-10) 6801-0463

Contact: Guo Zhibin, Director General of Foreign Affairs Office

State Administration for Religious Affairs

22 Xi’anmen Dajie, Beijing 100017, China

Director: Ye Xiaowen

Tel: (86-10) 6601-3565

Fax: (86-10) 6601-3565

Contact: Guo Wei, Deputy Director General of Foreign Affairs
Department

State Administration of Radio, Film, and Television

2 Fuxingmenwai Dajie, Beijing 100866, China

Minister: Tian Congming

Tel: (86-10) 6609-3114/6609-3563/6609-2227

Fax: (86-10) 6609-0174

Contact: An Li, Deputy Director of Foreign Affairs Office

State Bureau of Quality and Technical Supervision

4 Zhichunlu, Haidian District, Beijing 100088, China
Director: Li Chuangging

Tel: (86-10) 6202-5867

Fax: (86-10) 6203-1010

Contact: Liu Xinmin, Deputy Director General of Int’l
Cooperation Department

State Bureau of Taxation

5 Yangfangdian Xilu, Haidian District, Beijing 100038, China
Director: Jin Renging

Tel: (86-10) 6341-7114/6341-7801

Fax: (86-10) 6341-7203

Contact: Zhang Zhiyong, Director of International Tax

State Drug Administration
Jia 38 Beilishilu, Xicheng District, Beijing 100810, China
Director: Zheng Xiaoyu
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Tel: (86-10) 6831-3344
Fax: (86-10) 6831-5648
Contact: Chang Wenzuo, Director of Foreign Affairs Office

State Environmental Protection Administration

115 Xizhimennei Nanxiaojie, Beijing 100035, China
Minister: Xie Zhenhua

Tel: (86-10) 6615-3366

Fax: (86-10) 6605-1762

Contact: Cheng Weixue, Deputy Chief of Foreign Affairs

State Forestry Bureau

18 Hepingli Dongjie, Beijing 100714, China

Director: Wang Zhibao

Tel: (86-10) 8423-8800/8423-8714 (IC)

Fax: (86-10) 6421-3193

Contact: Yang Yuchou, Director of International Cooperation

State Intellectual Property Office

6 Xituchenglu, Jimengiao, Haidian District, Beijing 100088,
China

Director: Jiang Ying

Tel: (86-10) 6209-3289/6209-3276

Fax: (86-10) 6201-9615

Contact: Qiao Dexi, Director General of International
Cooperation

State Press and Publication Administration

85 Dongsi Nandajie, Beijing 100703, China
Director: Yu Youxian

Tel: (86-10) 6512-4433 ext.2708 or 2709/6527-6930
Fax: (86-10) 6512-7875

Contact: Deng Yuha, Director of Foreign Affairs

State Sport General Administration

9 Tiyuguanlu, Chongwen District, Beijing 100763, China
Minister: Wu Shaozu

Tel: (86-10) 6711-2233 Ext. 2324

Fax: (86-10) 6711-5858

Contact: Tu Mingde, Deputy Director of Foreign Affairs Office

State Statistical Bureau

75 Yuetannanjie, Sanlihe, Beijing 100826, China
Director: Liu Hong

Tel: (86-10) 6857-3311

Fax: (86-10) 6857-6354
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Contact: Du Weiqun, Director of Foreign Affairs Office
E. Offices

Foreign Affairs Office

Zhongnanhai, Beijing 100017, China
Director: Liu Huaqgiu

Tel: (86-10) 6309-8375

Fax: (86-10) 6309-8375

Contact: Li Dongdu, Deputy Director

Hong Kong and Macao Affairs Office

77 Yuetannanjie, Beijing 100037, China

Director: Liao Hui

Tel: (86-10) 6857-6808

Fax: (86-10) 6857-6639

Contact: Zhang Xiaoming, Director of Foreign Affairs

Information Office

22 Anyuanbeili, Chaoyang, Beijing 100029, China
Director: Zhao Qizheng

Tel: (86-10) 6491-2924/6491-2971

Fax: (86-10) 6491-2919

Contact:

Legislative Affairs Office

9 Wenjinjie, Beijing 100017, China

Director: Yang Jingyu

Tel: (86-10) 6309-4168

Fax: (86-10) 6309-7699

Contact: Yuan Liang, Director of Foreign Affairs

Office of Overseas Chinese Affairs

35 Fuwaidajie, Beijing 100037, China

Director: Guo Dongpo

Tel: (86-10) 6832-9955

Fax: (86-10) 6401-4639

Contact: Xiong Changliang, Director of Division of American
Affairs

Research Office

Zhongnanhai, Beijing 100017, China
Director: Gui Shiyong

Tel: (86-10) 6309-7785

Contact:
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State Economic Restructuring Office

22 Xi'anmen Dajie, Beijing 100017, China

Director: Liu Zhongli

Tel: (86-10) 6309-6437/6309-7749

Fax: (86-10) 6601-4562

Contact: Wang Dongjiang, Director of Foreign Affairs Department

Taiwan Affairs Office

270a Fuwaidajie, Beijing 100037, China
Director: Chen Yunlin

Tel: (86-10) 6832-8320

Fax: (86-10) 6832-8321

Contact:

F. Institutions

China Meteorological Bureau

46 Baishigiaolu, Haidian District, Beijing 100081, China
Director: Wen Kegang

Tel: (86-10) 6840-6462

Fax: (86-10) 6217-4797

Contact: Wang Cai Fang, Director of International Affairs

Chinese Securities Regulatory Commission

16 Jinrongdajie, Xicheng District, Beijing 100032, China
Director: Zhou Zhengging

Tel: (86-10) 6621-1188/6621-0166

Chinese Academy of Engineering

3 Fuxinglu, Haidian District, Beijing 100038, China
President:

Tel: (86-10) 6851-9685

Fax: (86-10) 6851-9694

Contact: Qian Zuosheng, International Cooperation Division

Chinese Academy of Sciences

52 Sanlihe, Xicheng District, Beijing 100864, China
President: Lu Yongxiang

Tel: (86-10) 6859-7289

Fax: (86-10) 6851-2459

Chinese Academy of Social Sciences

5 Jianneidajie, Beijing 100732, China
President: Li Tieying

Tel: (86-10) 6513-7915

Fax: (86-10) 6513-8154
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Contact: Mr. Zhang Youyun

Development Research Center

22 Xi’anmendajie, Beijing 100017, China

Director: Wang Mengkui

Tel: (86-10) 6309-9568/6309-9162/6601-3381/6601-8009
Fax: (86-10) 6601-3530

National School of Administration

11 Changwajie, Haidian District, Beijing 100081, China
President: Wang Zhongyu

Tel: (86-10) 6892-9337

Fax: (86-10) 6842-7895

Contact: Lu Lingxiang

State Seismological Bureau

63 Fuxing Lu, Haidian District, Beijing 100036, China
Director: Chen Zhangli

Tel: (86-10) 6821-5977

Fax: (86-10) 6821-0995

Ca: 222351 Ssb Cn

Contact: Zhu Zhilong

Xinhua News Agency

57 Xuanwumen Xidajie, Beijing 100803, China
Director: Guo Chaoren

Tel: (86-10) 6307-3767

Fax: (86-10) 6307-3735

G. Bureaus Supervised by Commissions and Ministries

State Administration for Inspection of Import and Export
Commodities

Jia 10 Chaowai Dajie, Beijing 100020, China

Director: Tian Runzhi

Tel: (86-10) 6599-4600

Fax: (86-10) 6599-4305

Contact: Qiu Yiliang, Director of Supervision & Control Division

State Administration of Foreign Exchange
18 Fuchenglu, Beijing 100037, China
Director: Li Fuxiang

Tel: (86-10) 6840-2147

Fax: (86-10) 6840-2147

Contact: Mr. Deng Jian
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State Administration of Traditional Chinese Medicine
Building 13, Bajiazhuang Dongli, Chaoyang District, Beijing
100026, China

Director: Zhu Qingsheng

Tel: (86-10) 6506-3322

Fax: (86-10) 6595-0776

State Bureau of Cultural Relics

29 Wusidajie, Shatan, Dongcheng District, Beijing 100009, China
Director: Zhang Wenbin

Tel: (86-10) 6401-5577

Fax: (86-10) 6401-3101

Contact: Wang Limei

State Bureau of Foreign Experts Affairs

Friendship Hotel, Haidian District, Beijing 100086, China
Director: Wan Xueyan

Tel: (86-10) 6842-5528

Fax: (86-10) 6846-8001

State Bureau of Surveying & Mapping

9 Sanlihelu, Baiwanzhuang, Beijing 100830, China
Director: Jin Xiangwen

Tel: (86-10) 6834-0873

Fax: (86-10) 6832-1893

State Coal Industry Bureau

21 Hepingli Beijie, Beijing 100713, China
Director: Zhang Baoming

Tel: (86-10) 6421-7766

Fax: (86-10) 6423-5838

Contact: Bai Ran, Chief of General Office

State Grain Reserve Bureau

Zijincheng Hotel, 15 Suojiafen, Haidian District, Beijing
100088, China

Director: Luo Zhiling

Tel: (86-10) 6225-6688 ext. 307/6225-4529

State Internal Trade Bureau

25 Yuetan Beijie, Xicheng District, Beijing 100834, China
Director: Yang Shude

Tel: (86-10) 6839-2000

Fax: (86-10) 6839-1296

State Light Industry Bureau
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Yi 22 Fuwaidajie, Beijing 100083, China
Director: Chen Shineng

Tel: (86-10) 6839-6114

Fax: (86-10) 6803-0153

Contact: Mr. An Zhi

State Machine-building Industry Bureau

46 Sanlihelu, Xicheng District, Beijing 100823, China
Director: Shao Qihui

Tel: (86-10) 6859-4965

Fax: (86-10) 6851-3867

State Metallurgical Industry Bureau

46 Dongsi Xidajie, Dongcheng District, Beijing 100711, China
Director: Wang Wanbin

Tel: (86-10) 6513-3322

Fax: (86-10) 6513-1942

Contact: Ru Zhiai

State Oceanography Bureau

1 Fuxingmenwai Dajie, Beijing 100860, China

Director: Zhang Dengyi

Tel: (86-10) 6804-2695

Fax: (86-10) 6803-0799

Contact: Li Jingguang, Director of International Affairs

State Petrochemical Industry Bureau

Building 16, 4 District, Anhuili, Yayuncun, Chaoyang District,
Beijing 100723, China

Director: Li Yongwu

Tel: (86-10) 6491-4455

Fax: (86-10) 6491-5717

State Postal Bureau

Jia 8 Beilishilu, Xicheng District, Beijing 100808, China
Director: Liu Liging

Tel: (86-10) 6831-5837

Fax: (86-10) 6831-5732

State Textile Industry Bureau

12 Dongchang’anjie, Beijing 100742, China
Director: Du Yuzhou

Tel: (86-10) 6308-1718

Fax: (86-10) 6513-6020

State Tobacco Monopoly Bureau
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No. 26 West Xuanwumen Avenue, Xuanwu District, Beijing 100053,
China

Director: Ni Yijin

Tel: (86-10) 6360-5000

Fax: (86-10) 6360-5950

H. Associations & Corporations

All-China Federation of Industry and Commerce

93 Beiheyan Dajie, Beijing 100006

Chairman: Jing Shuping

Tel: (86-10) 6513-6677 Ext. 2233, 2234

Fax: (86-10) 6513-1769

Contact: Li Zhongshang, Director of Liaison Department

China Council for the Promotion of International Trade
1 Fuxingmenwai Street, Beijing 100860

President: Yu Xiaosong

Tel: (86-10) 68013344

Fax: (86-10) 68011370

Contact: Wang Jingzhen, Director of Liaison Department

China Huaneng Group

Room 901, Huaneng Building, 23a Fuxing Road, Haidian District
Beijing 100036, China

President: Liu Jinlong

Tel: (86-10) 6829-7649

Fax: (86-10) 6822-3349

Contact: Xu Fangjie (Manager of International Department)

China International Trust and Investment Corporation

Capital Mansion, 6 Xinyuan Nanlu, Chaoyangqu, Beijing 100004
China

President: Wang Jun

Tel: (86-10) 6466-1195

Fax: (86-10) 6466-1186

Contact: Huang Xiang, Division Chief of Public Relations

China National Automotive Industry Corporation
27b Liuyin Jie, Xichengqu, Beijing 100009, China
President: Cai Shiging

Tel: (86-10) 8812-7146

Fax: (86-10) 8812-1733

Contact: Mao Junmin, Director of Foreign Affairs

State Nonferrous Metals Industry Administration
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Yi 12 Fuxing Lu, Xicheng, Beijing 100814, China
President: Zhang Wule

Tel: (86-10) 6397-1797

Fax: (86-10) 6396-4409

Contact: Bian Aang, Head of Foreign Affairs Department

China National Offshore 0il Corp.

Jingwin Building 2a, Dongsanhuan Beilu, Beijing 100027, China
President: Wei Liucheng

Tel: (86-10) 6466-2195

Fax: (86-10) 6466-2994

Contact: Zhu Dazhi, Manager of Foreign Affairs

China National Petroleum Corp.

P.O. Box 766, Liupukang, Beijing 100724, China

President: Ma Fucai

Tel: (86-10) 6201-6107, 62094798

Fax: (86-10) 6209-4806

Contact: Li Huaigi, Director of Foreign Affairs Department

China National Tobacco Corporation:

#26. B. Xuwumenwai, Xi Da Jie District, Beijing, 100053, China
President: Ni Yi Jin

Tel: (86-10) 6360-5033

Fax: (86-10) 6360-5036

Contact: Yang Yongan, Director of Foreign Affairs Department

China North Industries Corp.

Avang An Men Nan Street, Jia 12, Beijing 100053, China
President: Li De

Tel: (86-10) 6354-7535

Fax: (86-10) 6354-0398

Contact: Mo Li Cheng, Manager of Foreign Affairs

China Petro-chemical Corporation

#6 Hui Xin Dong Jie Jia, Beijing 100019, China
President: Li Yizhong

Tel: (86-10) 6499-9930

Fax: (86-10) 6426-6731/6421-8356

Contact: Zhang Ying, Head of Foreign Affairs Department

China State Construction Engineering Corporation

9 Sanlihe Rd., Xicheng District, Beijing 100835, China
President: Ma Tingui

Tel: (86-10) 6839-3445

Fax: (86-10) 6839-3445
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Contact: Li Jianguo, Director of Foreign Affairs Department

China State Shipbuilding Corporation

5 Yuetanbeijie, Xicheng District, Beijing 100861,

President: Wang Rongshang
Tel: (86-10) 6831-8833

Contact: Li Jian, Head of Foreign Affairs Department

Everbright Industrial Corp.

#6 Fu Xing Men Wai Street, Everbright Building,

China

President: Zhu Xiaohua
Tel: (86-10) 6856-1226
Fax: (86-10) 6857-1121

Contact: Wang Xiaoren, Director of Foreign Affairs

People's Insurance Company of China

#69 Xu Wu Men Dong He Yan Jie, Beijing 100052,

President: Sun Xiyue

Tel: (86-10) 6315-2033 (Foreign Affairs Office)

Fax: (86-10) 6315-2033
Contact: Yu Zhendong, Division Chief

2. Chambers of Commerce/Trade Associations

American Association for Manufacturing Technology

SAS Royal Hotel, Suite 310/312
6A Beisanhuan Road

Chaoyang District

Beijing 100028

Tel: (86-10) 6467-2924

Fax: (86-10) 6467-7830

American Chamber of Commerce in Beijing
Richard Latham, Chairman

Mike Furst, Executive Director

Room 318, Great Wall Sheraton Hotel
Beijing 100026

Tel: (86-10) 6590-5566, X 2378

Fax: (86-10) 6590-5273

American Soybean Association
Phillip W. Laney, Representative
China World Tower, Room 1323
Beijing 100004

Tel: (86-10) 6505-1830, 6505-1831, 6505-3533

Beijing 100045,
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Fax: (86-10) 6505-2201

China Chamber of International Commerce (co-located with CCPIT,
see below)

1 Fuxingmenwai Street

Beijing 100860

Tel: (86-10) 6851-3344

Fax: (86-10) 6851-1370

China Council for the Promotion of International Trade (CCPIT)
Yu Xiaosong, Chairman

1 Fuxingmenwai Street, Beijing 100860, China

Tel: (86-10) 6801-2867

Fax: (86-10) 6801-7153

Contact: Yu Jianlong, Foreign Affairs Department

Construction Industry Manufacturers Association (CIMA)
No. 6 Southern Capital Gymnasium Road

Room 458, Office Tower

New Century Hotel

Beijing 100044

Tel: (86-10) 6849-2403

Fax: (86-10) 6849-2404

U.S.-China Business Council
Baldinger Tam, Chief Representative
CITIC Building, Room 902

Beijing 100004

Tel: (86-10) 6500-2255, ext.3920
Fax: (86-10) 6512-5854, 6592-0727

U.S. Grains Council

Todd Meyer, Director

China World Tower, Room 1320
Beijing 100004

Tel: (86-10) 6505-1314, 6505-1302
Fax: (86-10) 6505-2320

U.S. Wheat Associates

Zhao Shipu, Director

China World Tower, Room 1318
Beijing 100004

Tel: (86-10) 6505-1278, 6505-3866
Fax: (86-10) 6505-5138

United States Information Technology Office (USITO)
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Mark Mecham, Deputy Director
C314 Lufthansa Center Office
50 Liangmahe Road

Chaoyang District

Beijing 100016

Tel: (86-10) 6465-1540

Fax: (86-10) 6465-1543

3. Market Research Firms

China International Economic Consultants, Inc.

Yao Jirong, President

13/f Capital Mansion

6 Xin Yuan Nan Road

P.O. Box 9412

Beijing 100004

Tel: (86-10) 6466-0088 ext.131011309/6466-3015 (director)
Fax: (86-10) 6466-2468

Consultec

Zhang Shiming, President

B-12 Guanghua Road, Jianguomenwai, Beijing 100020

Tel: (86-10) 6505-1565 (director)/6505-2255, ext.1215
Fax: (86-10) 6505-1571

The Gallup Organization

Guo Xin

225 Chaoyang Men Wai Street
China Air Svc.,

Beijing 100020

Tel: (86-10) 6553-4828
Fax: (86-10) 6552-4826

MTI - Management Technologies International, Inc.
Jack Snell

410-411 Santra Building

3 Hepingli West Road, Chaoyang District

Beijing 100013

Tel: (86-22) 6429-8974/6420-1199

Fax: (86-22) 6429-4905

Sinofile Information Services Ltd.

Davi d Jacobson, Founder and Managi ng Director
A85 Tongl i nge Street

Xicheng District, Beijing 100031

Tel: (86-10) 6605-9198/97
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Fax: (86-10) 6605-9194

Clear Thinking Ltd.

Fenel | a Barber, Marketing Director
203 Profit Tower

17 Chaoyangmenwai Dajie

Chaoyang District

100020 Beijing

Tel: (86-10) 6599-1630/1/2/3

Fax: (86-10) 6599-1639

BMRB International

Duncan Falzon, Chief Representative

Suite 919-922 International Enterprise Plaza
#5 Jingrong Street

Xicheng District

Beijing 100032

Tel: (86-10) 8809-1821

Fax: (86-10) 8809-1598

AC N el sen

Frances Luk, Manager

Ful I i nk Pl aza #8 Chaoyangnenwai Dajie Room 1201
Beijing 100020

Tel: (86-10) 6588-0188

Fax: (86-10) 6588-0199

MadeforChina.com

Byron Constable, Director of Internet Research
4" Floor, 7 Xinzhong Jie, Dongzhimenwai
Dongcheng District

Beijing 100027

Tel: (86-10) 6415-3464

Fax: (86-10) 6415-1086

4, Banks

World Bank

Country Director: Yukon Huang
Building A, Fuhua Mansions

#8 Chaoyangmen North Avenue

Dongcheng District, Beijing 1000027
Tel: 6554-3361

Fax: 6554-1686
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Chinese:

AGRICULTURE BANK OF CHINA

Kong Jie, Director of Foreign Affairs Office
40 Fucheng Road, Yulong Hotel 3/F #3008
Beijing, China 100046

Tel: (86-10) 6841-5588 x 23007-23009/2301
Fax: (86-10) 6847-5321

BANK OF CHINA (Headgquarters)

Xing Ping, Chief of American & Oceanic Division
410 Fuchengmennei Dajie

Beijing, China 100818

Tel: (86-10) 6601-1829; 601-6688 (SB)

Fax: (86-10)6601-4096

CHINA CONSTRUCTION BANK Headquarters)

Zzhou Xiaochuan, President

Wan Binjiang, Director of Foreign Affairs Office

25 Jinrong Dajie

Beijing, China 100032

Tel: (86-10) 6397-4488/6759-8578/6759-8562 (Foreign Affairs
Office)

Fax: (86-10) 6759-8569

Contact: Ms. Li Li

CITIC INDUSTRIAL BANK

Dou Jianzhong, President

Fu Hua Mansion, 8 Chaoyangmenbeidajie, Chaoyang District
Beijing , China 100027

Tel: (86-10) 6554-1895

Fax: (86-10) 6554-2181

COMMUNICATIONS BANK OF CHINA (Headquarters)

18 Xianxia Lu, Shanghai 200335

Tel: (86-21) 6275-1234 Ext. for Int'l Department
Fax: (86-21) 6270-6330

EVERBRIGHT BANK OF CHINA
Zzhu Xiaohua, President
Peng Yiping, Office of Foreign Affairs
Everbright Building
No. 6 Fuxingmenwai Dajie
Beijing 100045
Tel: (86-10) 6856-1302;
6856-5577
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Fax: (86-10) 6856-1301

EXPORT IMPORT BANK OF CHINA

Zzhou Keren, President & Chairman

Zhu Wengen, General manger of Int’l Department
Jinyun Building

A43 Xi Zhimen Bei Dajie

Beijing, China 100044

Tel: (86-10) 6227-8899

Fax: (80-10) 6227-7637

HUAXIA BANK

111 Xidanbeidajie, Xicheng District, Beijing 100032
Ye Huatang, Director of Int'l Business Dept.

Tel: (86-10) 6618-8777

Fax: (86-10) 6618-8333

INDUSTRIAL & COMMERCIAL BANK OF CHINA (Headguarters)
Liu Tinghuan, President

Han Ruixiang, Chief Manager of Foreign Affairs

15 Cuiwel Road

Beijing 100036

Tel: (86-10) 6821-7273

Fax: (86-10) 6821-7920

INVESTMENT BANK OF CHINA
Cai Jinniu, Deputy GM of International Department
1 Fuwai Dajie, Sichuan Mansion, Beijing 100037
Tel: (86-10) 6384-9938

6836-4987, 6836-4959 x60
Fax: (86-10) 6836-4959

MERCHANTS BANK

5/F., Building AB, No. 3 Huagiang Beilu
Shenzhen 518031

Guangdong Province

Tel: (86-755) 377-7888/229-0000

Fax: (86-755) 377-6421

MINSHENG BANK OF CHINA

Jing Shuping (Director)

Scitech Tower Torch Hall, 22 Jianguomenwai Street Beijing 100004
Tel: (86-10) 6526-9610/6526-9578 (Mr. Wen Hua)/6858-8575 (Int’1l
Department)

Fax: (86-10) 6526-9593
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SHANGHAI PUDONG DEVELOPMENT BANK
50 Ningbo Road, Shanghai 200002
Tel: (86-21) 6329-6188

Fax: (86-10) 6323-2036

SHENZHEN DEVELOPMENT BANK
5047 Shennan Dong Lu
Shenzhen 518028, Guangdong
Tel: (86-755) 208-8888
Fax: (86-755) 208-1018

CHINA DEVELOPMENT BANK
Chen Yuan, President

Ms. Wang Yuan, Int’l Cooperation Finance Department

29 Fuchengmen Wai Dajie
Beijing, China 100046

Tel: (86-10) 6830-6688/6830-6561/6830-6568

Fax: (86-10) 6830-6521

Contact: Mr. Chai Zhi Wei, Foreign Affairs Division

U.S.:

AMERICAN EXPRESS BANK
Beijing Representative Office

Ms. Li Yue Xian, Deputy Representative
Room 2313, China World Trade Centre

Beijing 100004

Tel: (86-10) 6505-2838/6505-4307
6505-4626

Fax: (86-10) 6505-4626

Guangzhou Representative Office
CI, G/F Central Lobby, Guangdong

International Hotel, 339 Huanshi Donglu

Guangzhou 510060
Tel: (86-20) 331-1771
Fax: (86-20) 331-8400

Shanghai Representative Office

Ms. Yang Wei Juan, Deputy Representative
Room 1502, Ruijin Building, 205 Mao Ming Nan Road

Shanghai 200002
Tel: (86-21) 6472-7589
Fax: (86-21) 6472-8400
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BANK OF AMERICA

Beijing Branch

Ben K. L. Cheng, VP, Branch Manager

Unit 9-16, Level 26

China World Tower,

China World Trade Centre

Beijing 100004

Tel: (86-10) 6505-3545/6505-3508
6505-2609 x16

Fax: (86-10) 6505-3509

Guangzhou Branch

Mr. Herman Wu, Manager
Bank of America Plaza
Unit 2506-2509, 25/F

No. 555 Renmin Zhong Road
Guangzhou 510180

Tel: (86-20) 8130-0888
Fax: (86-20) 8130-0899

Shanghai Branch

Shaw Tao, Manager

18th Floor, Soush Tower

Shanghai Securities Exchange Building
528 Pudong Road (South)

Pudong New Area, Shanghai 200120

Tel: (86-21) 6881-8686

Fax: (86-21) 6881-8816

BANK OF BOSTON

Beijing Representative Office

Ms. Xia Zhong, Chief Representative
10-D, CITIC Building

19 Jianguomenwai Dajie, Beijing 100004
Tel: (86-10) 6593-1850

Fax: (86-10) 6593-1852

BANK OF THE ORIENT

Xiamen Branch

Ernest Go, Manager

2" Floor, No. 25 Xinsheng Lu, HuLi
Xiamen 361006

Tel: (86-592) 602-5778

Fax: (86-592) 602-5798
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BANKERS TRUST COMPANY

Beijing Representative Office
Simon Wen, Chief Representative
Al, Liu Li Tun Bei Li

Chaoyang District, Beijing 100016
Tel: (86-10) 6594-2496

Fax: (86-10) 6594-2497

CHASE MANHATTAN CORPORATION

Beijing Branch

Christian Murck, Chief Representative
Room 516 Fulllink Tower B

Beijing 100020

Tel: (86-10) 6588-1039

Fax: (86-10) 6588-1040

Tianjin Branch

Juan Van Wassenhove, General Manager

14/F., Tianjin International Building, 75 Nanjing Road Tianjin
300050

Tel: (86-22) 2339-9111

Fax: (86-22) 2339-8111

CHEMICAL BANK

Shanghai Representative Office

700A, 1376 Nanjingxi Road Shanghai Business City, Shanghai
200002

Tel: (86-21) 6279-7288

Fax: (86-21) 6279-8101

CITIBANK, N.A.

Beijing Representative Office

Ms. Deng Ning, Chief Representative

16/F, Tower 1, Beijing Bright China Chang-An Building
No. 7 Jianguomennei Ave.

Dong Cheng District

Beijing 100005

Tel: (86-10) 6510-2933

Fax: (86-10) 6510-2932

Guangzhou Representative Office

Dong Shaowen, Manager

Room 1703, Main Building, Guangzhou Int'l Hotel, 339 Huanshi
Donglu, Guangzhou 510098

Tel: (86-20) 8332-1711
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Fax: (86-20) 8331-1323

Shanghai Branch

Bell Chong, Manager
20/F Marine Tower

No. 1 Pudong Ave.
Shanghai 200120

Tel: (86-21) 5879-1200
Fax: (86-21) 5879-5933

Shenzhen Branch

Bruce Leung, General Manager

37/F., International Financial Building
23 Jianshe Road

Shenzhen 518001

Tel: (86-755) 223-2338 Ext. 92300

Fax: (86-755) 223-1238

Xiamen Representative Office
Paul Jie, Chief Representative
8/F. Miramar Hotel Xiamen 361006
Tel: (86-592) 603-1666Ext.818
Fax: (86-592) 602-0615

FAR EAST NATIONAL BANK

Beijing Representative Office

Li Mei, Chief Representative
Room 911, Scitech Tower

No.22 Jianguomenwail Avenue
Beijing 100004

Tel: (86-10) 6512-2288 Ext. 52911
Fax: (86-10) 6515-9117

FIRST NATIONAL BANK OF BOSTON

Shanghai Representative Office

Gu Quanbin, Chief Representative

4/F., Room 1110, Shanghai Union Building, 100 Yanan Road East
Shanghai 200002

Tel: (86-21) 6321-2357/6320-3772

Fax: (86-21) 6321-2353

FIRST NATIONAL BANK OF CHICAGO (Bank One as of September 1999)
Beijing Representative Office

Min-Hua Hu, Chief Representative

Room 1605, CITIC Building

Beijing 100004
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Tel: (86-10) 6500-3281/6500-3514; 6500-2255 x 1640/41/50
Fax: (86-10) 6500-3166

REPUBLIC NATIONAL BANK OF NEW YORK

Beijing Representative Office

Li Baoliang, Chief Representative

Room 2201, Liang Ma Tower, Chao Yang District
Beijing 100004

Tel: (86-10) 6590-6548/6590-6549

Fax: (86-10) 6590-6943

CHINA INTERNATIONAL FINANCE CO. LTD. (SECURITY PACIFIC NATIONAL
BANK JV)

Leung Foo Wah, General Manager

33/F., International Financial Building

23 Jianshe Road, Shenzhen, Guangdong, PRC 518001

Tel: (86-755) 225-1510/223-7567

Fax: (86-755) 223-7566

5. U.S. Embassy Contacts
U.S. EMBASSY BETIJING

No. 3 Xiu Shui Beijie
Beijing, China 100600
Tel: (86-10) 6532-3831

Mailing Address from U.S.:
U.S. Embassy Beijing
Department of State
Washington, D.C. 20521-7300

AMBASSADOR'S OFFICE
Ambassador James R. Sasser
Tel: (86-10) 6532-3831, x6400
Fax: (86-10) 6532-6422

DCM William McCahill, Jr.
Tel: (86-10) 6532-3831, x6800Fax: (86-10) 6532-6422

DEFENSE ATTACHE OFFICE

Brig. General Karl Eikenberry

Defense Attache

Tel: (86-10) 6532-3831, x6667Fax: (86-10) 6532-2160

ECONOMIC SECTION
Minister-Counselor for Economic
Affairs, Robert Ludan
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Tel: (86-10) 6532-3831 x6827
Fax: (86-10) 6532-6422
Deputy, Robert Goldberg

Tel: (86-10) 6532-3831 x6539
Fax: (86-10) 6532-6422

FOREIGN COMMERCIAL SERVICE
Minister-Counselor for Commercial
Affairs, Alan Turley

Tel: (86-10) 6532-6924

Fax: (86-10) 6532-3297

Deputy : William Zarit

Tel: (86-10) 6532-6924 x6107

Fax: (86-10) 6532-3297

FOREIGN AGRICULTURAL SERVICE

Agricultural Affairs Office
Minister-Counselor for Agricultural
Affairs, Suzanne Hale

Tel: (86-10) 6532-3431 x5400

Fax: (86-10) 6532-2962

Shanghai Agricultural Trade Office

Scott Reynolds, Attache

Tel: (86-21) 6279-8622

Fax: (86-21) 6279-8336

Guangzhou Agricultural Trade Office Susan Theiler, Attache
Tel: (86-20) 8667-7553

Fax: (86-20) 8666-0703

Animal and Plant Health Inspection Service
Dale Maki, Attache

Tel: (86-10) 6505-4575

Fax: (86-10) 6505-4574

POLITICAL SECTION
Minister-Counselor for Political
Affairs, James Moriarty

Tel: (86-10) 6532-3831 x6848
Fax: (86-10) 6532-6423

Deputy, Kenneth Jarrett

Tel: (86-10) 6532-3831 x6157
Fax: (86-10) 6532-6423

VISA SECTION

Minister-Counselor for Consular Affairs
Tel: (86-10) 6532-3431 x54067

Fax: (86-10) 6532-3178
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Non-Immigrant Visas, Jim Levy
Tel: (86-10) 6532-3431 x5345
Fax: (86-10) 6532-3178

AMERICAN CITIZEN SERVICES
Consul, Mary Kay Carlson
Tel: (86-10) 6532-3431 x5137
Fax: (86-10) 6532-4153

AMERICAN CONSULATE CHENGDU
No. 4 Lingshiguan Road, Section 4
Renmin Nanlu
Chengdu 610041
Consul General, Cornelius Keur
Tel: (86-28) 555-3119;
558-3520
Commercial Officer
Tel: (86-28) 558-3992
Fax: (86-28) 558-9221

AMERTCAN CONSULATE GUANGZHOU
No. 1 South Shamian Street
Guangzhou 510133

Consul General,

Edward Mckeon (from July 1st)
Tel: (86-20) 8188-8911

Fax: (86-20) 8186-2341
Principal Commercial Officer,
Ned Quistorff

Tel: (86-20) 8667-4011

Fax: (86-20) 8666-6409

AMERICAN CONSULATE SHANGHAI

1469 Huaihai Zhong Lu

Shanghai 200031

Consul General: Raymond F. Burghardt

Tel: (86-21) 6433-6880

Fax: (86-21) 6433-4122

Principal Commercial Officer: Will Center
Tel: (86-21) 6279-7630

Fax: (86-21) 6279-7639

AMERTICAN CONSULATE SHENYANG
No. 52, 14th Wei Road
Heping District
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Shenyang 110003

Consul General: Kary Wycoff
Tel: (86-24) 2322-1198

Fax: (86-24) 2322-2206
Commercial Officer:

Tel: (86-24) 2322-1198, ext. 144, 147

Fax: (86-24) 2322-2206

6. Washington-based USG China Contacts

U.S. DEPARTMENT OF COMMERCE
International Trade Administration
Office of China Economic Area

Room 1229

14th & Constitution Avenue
Washington, D.C. 20230

Tel: (202) 482-3583

Fax: (202) 482-1576

Multilateral Development Bank Office
Brenda Ebeling, Director

Tel: (202) 482-3399

Fax: (202) 482-5179

TPCC Trade Information Center
Tel: 800-USA-TRADE

U.S. DEPARTMENT OF STATE
Office of China and Mongolia

Bureau of East Asia & Pacific Affairs

Room 4318, 2201 C Street, N.W.
Washington, D.C. 20520

Tel: (202) 647-6796

Fax: (202) 647-6820

Office of Business Affairs
Tel: (202) 746-1625

Fax: (202) 647-3953

U.S. DEPARTMENT OF AGRICULTURE
International Trade Policy
Asia American Division

Foreign Agricultural Service
Stop 1023

14th and Independence SW
Washington, D.C. 20250-1023
Tel: (202) 720-1289
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Fax: (202) 690-1093
Email: deatonl@fas.usda.gov

AgExport Services Division
Foreign Agricultural Service
Ag Box 1052

14th and Independence SW
Washington, D.C. 20250-1052
Tel: (202) 720-6343

Fax: (202) 690-4374

Trade Assistance & Promotion Office

Tel: (202) 720-7420

OFFICE OF U.S. TRADE REPRESENTATIVE

China Desk

600 17th Street, NW
Washington, DC 20506
Tel: (202) 395-5050
Fax: (202) 395-3911

U.S. Ex-Im Bank

Business Development Office
Washington, D.C.

Tel: 202-565-3900

Fax: 202-565-3723

Website: www.exim.gov

7. U.S.-Based Multipliers

U.S.-CHINA BUSINESS COUNCIL
Robert Kapp, President

1818 N Street, N.W., Suite 500
Washington, D.C. 20036-5559
Tel: (202) 429-0340

Fax: (202) 775-2476
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APPENDI X E

MARKET RESEARCH

FY-1999 International Market Insight (IM) Reports

1998 Spring Cosmetics and Detergents Fair

1999 the First Hebei International Agricultural Fair, China
Accessing the Chinese Telecommunication Market- Opportunities
and Challenges

Agro-Foodtech China

An TIPR Success Story

Animal Husbandry Projects in Sichuan

Aviation/Airport China ‘99 (8th Expo)

Background on the Current China Housing Situation

Big Demand for High Quality Building Material in Chengdu
CAAC Southwest Airport Construction

CAPP’ 99

Categories of Agricultural Machinery Needed in the Inner
Mongolia Autonomous Region

Chain Store Regulations in Shanghai

Chengdu's Trade Show Itinerary for 99

China Aviation Industries General Corporation

China Begins Developing Computer-Based Long-Distance Education
China Building 99 Show

China Computer Market

China Considers Breaking up China Telecom

China Construction Machinery Industry Association Press
Conference

China Forms a Chain Store & Franchise Association

China Forms Another Domestic Telecommunications Carrier
China Infrastructure & Cement Markets '99

China Nuclear Power Industry

China Revises Licensing Process for Telecom Equipment

China Tests IP Telephony

China to Take Steps to Open Construction Market

China Unicom Outlines Development Plans

China Waives Value Added Tax on Selected Imported Pesticides
China-Pharm’ 98

China's Ministry of Education Outlines its Long Distance
Education Plans
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China's State Administration of Coal Industry After
Reorganization

Chinese Anti-Corruption Campaign

Chinese Authorities Contradict Each Other of Internet Telephony
Chinese Content in China's Infrastructure Projects

Chinese Telecom Operators Urged to Buy Local Equipment
Chongging April 99 Trade Fair

Chongging City Websites

Computer Prices Decline in China

Consumption Patterns of Urban Youth

Contact Inside the Ministry of Information Industry
Contacts Inside The State Administration of Radio, Film and
Television

Cosmetics Market Diversity

Directory of Software Organization & Companies in Sichuan
Environment Market Prospect in Sichuan Province
Establishment of the China Insurance Regulatory Commission
Guangzhou Bus Project Update

Guangzhou New Airport Design Award

Health Care Related Exhibitions for 99 in China

Import & Export Licensing Issued to Privately Owned Chinese
Enterprises

Import Inspection on Electronics Appliance

Increased Video Conferencing Investment Offers U.S. Firms Sales
Opportunities

Information on Chengdu

Information on the Dental Equipment Market in Sichuan
Intellectual Property Rights in China

Internet Access on Cable TV

Intl Agro Expo China (Dongguan)

Introduction to State Econom c & Trade Comm ssion
Introduction to the Ministry of Agriculture

Introduction to the Ministry of Foreign Trade & Economic
Cooperation

Leadership Change in China Unicom

Leasing Company Seeking Medical, Telecommunications & Power
Equipment

Metro 99 Guangzhou

MII Announces Price Cuts for Telecom Services

Motorcycle Industry in China

Municipal Engineering '99

New Highway Projects in China

New Opportunities in Telecommunications Resulting From Recent
Regulatory Changes

New Urban Medical Insurance System in China

Opening Travel Service Industry
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Opportunities for Satellite Earth Stations Equipment Vendors or
Service Providers

Opportunities for Wireless Local Loop (Well) Technologies

OTC Drugs

Projects Newly Issued by Chongging

Proposed Demonstration Projects of US Building Materials at
“Pacific Village” in Tianjin

Proposed Demonstration Projects of us Building Materials in
Northern and Southern China

Regulated Telecommunications Competition: Is It Getting Out of
Control?

Second China United States Telecommunication Summit

Sichuan Gas Development and Conservation

Sichuan Province Second Batch of Projectsl

Sichuan's Projects in Building Materials

South China Delegation to NAB 99

The Chinese Government's Plan to Fully Adopt Clean Fuel for
Public Transportation and Build Clean Fuel Filling Stations
Spectrum of Shoes

State Development Planning Commission

Status of Chain Store Business in 98

The 1999 Infrastructure Investment and Finance Forum-BOT
Tontru Information Industry Group Co., Ltd.

Tour Firms Get Wider Access

Updates on China Aviation Supplies I&E Corporation

World Bank Loan for Sichuan Environment Protection

World Congress of International Union of Architects to be Held
in China

FY-1999 Industry Sector Analysis (ISA) Reports

Airport/Ground Support Equipment

Broadband Network Equipment

Cable TV Program

Chemical Industry

Chemicals Production Machinery

China's Telecommunications Equipment Market

Computer Application Software

Computer Internet Service

Dietary Supplements (Health Food)

Electrical Power Transmission Distribution Equipment
Electronic Commerce

Electronics Industry Production and Testing Equipment
Energy Efficient Building Materials

Furniture Market

Guangdong’s Banking Sector
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Guangdong’s Chemical Industry

Internet Market in Guangdong

Medical Devices in Southwest China

Plastics Production Machinery

Power Generation Investment and Financing
Renewable Energy in South China

Retail Sector Overview-Update

Retail/Franchise Market

Retail/Franchise Market in Guangdong

Solid Waste Management and Resource Recovery Technologies
Supermarkets in China

Telecommunications in Southwest China

The Dental Equipment Market in Southwest China
US Foods/Wine Markets in Southwest China

Vehi cl e Em ssions Control Equi prment

ISAs Scheduled for FY 2000

Air Pollution Control Technologies

Agricultural Chemicals

Plastic Materials and Resins

Machine Tools

MBA Training Services

Internet Protocol Telephony Equipment
Broadcasting Equipment

Cellular Telephony Equipment

Renewable Energy in China

Farm Equipment for Animal Husbandry

Internet Service Providers

Information Appliances and Personal Computers
Computer Application Software

Automotive Aftercare

Home Furnishings

Health Care Services

Pharmaceutical Manufacturing Equipment

CNC Machine Tools in Shanghai

China's Ship Building and Raw Materials Sector
Telecom Developments in Shanghai

Municipal Sewage Treatment Equipment in Shanghai
Biotechnology for Environmental Industry in South China
Banking Services in South China

Supermarket Equipment in Guangdong

Energy Efficiency Equipment and Services in Guangdong

APPENDI X F
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TRADE EVENT SCHEDULE

International Chemical Industry Fair’ 2000

Dat e: Sept enber 19-22, 2000
Venue: China International Exhibition Center, Beijing
Sponsor: The State Adm nistration of Petrol eum and
Chem cal Industries
Or gani zer: CCPI T Sub-council of Chem cal |ndustry
Cont act : Ms. Liu Li
Tel : 86-10- 6427 2720 / 6427 2721
Fax: 86- 10- 6422 5384

Chi naPl as 2000
14t h International Exhibition on Plastics and Rubber |ndustries

Dat e: July, 2000

Venue: TBD, Shanghai

Or gani zer: EUROVAP / ADSALE
Cont act : ADSALE

Tel : (852) 2811- 8897
Fax: (852) 2516- 5024
Emai | : aes@dsal eexh. com

I nternati onal Petrol eum & Petrochem cal Exhibition
Dat e: 2001

Venue: TBD
Or gani zers: The State Adm nistration of Petrol eum and
Chemi cal Industries China National Petrol eum
Cor p. (CNPQO)
Chi na Petrochem cal Corp. (SI NOPEC)
Cont act : E.J. Krause & Associates, Inc.
Tel : 86-10- 6841 5250
Fax: 86-10- 6841 1728
Chengdu I nternational Chem cal Industry Products Exhibition
Dat e: end of My, 2000 (
specific dates to be announced )
Venue: Chengdu Convention & Exhi bition Center
Sponsor: CCPI T Si chuan Sub-council, Sichuan Chenica

| ndustry Bureau, and State chem cal Industry
| mport and Export Conpany.

Or gani zer: CCPI T Si chuan Sub-counci
Cont act : M . Zhang Jl ping, Director
Tel : 86- 28- 333- 6693/ 339- 2822
Fax: 86- 28- 333- 6693
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Chengdu International Fair for Environnental Products, Equi pnent
and Technol ogi es

Dat e: Late March, 2000 (Exact days will be

announced)

Venue: Chengdu I nternational Exhibition & Convention
Cent er

Sponsor: The State Environnental Protection

Adm ni stration
Hongkong Council for the Pronotion of
Productivity

Or gani zer: CCPI T Si chuan Sub-counci
Cont act : M . Zhang Ji pi ng

Tel : 86- 28- 333- 6693

Fax: 86- 28- 339- 2822

Chi na Waste & Resources ' 2000

Dat e: April, 2000

Venue: Bei jing

Cont act : CCPIT — Beijing Sub-counci
Tel : 86- 10- 6526 5302 / 6527 2384
Fax: 86- 10- 6526 9675

Beijing 2nd International Environnental Protection Exhibition
2000

Dat e: April 11-14, 2000
Venue: Beijing Agricultural Exhibition Hal
Or gani zer: Beijing International Exhibition & Econom c
Rel ati ons & Trade Associ ation
Cont act : Toget her Expo Limted
Tel : 852- 2881 5889
Fax: 852- 2890 2657

Wat er China ’ 2000
--China International Water Treatnent Technol ogy and Equi pnent
Exhi bi ti on

Dat e: Sept enber, 2000
Venue: TBD
Sponsors: M nistry of Science and Technol ogy, Mnistry

of Construction, State Environmental
Protecti on Adm ni strati on.
Or gani zer: Chi na Technol ogy Mar ket Managenent & Pronotion
Cent er
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Cont act : M. @o Jianjun, M. Li Yihui, M. Liang Hui

Tel : 86- 10- 8207 9384 / 8207 9212

Fax: 86- 10- 8207 9384

Aut onotive - Auto China ‘2000

Dat e: June 6-13, 2000

Vent ur e: China International Exhibition Center
Frequency: Bi enni a

Starting: 1993

Or gani zers: Chi na Autonotive Industry International

Cor poration, China Council for the Pronotion
of International Trade Sub-Council of

Aut onotive Industry, Society of Autonotive
Engi neering of China, H na |International

Exhi bition Corp.,

Cont act : Ms. Yinmei Wen,
Tel : 86- 10- 6493- 8403, 6491-5259, 5493-8394
Fax: 86- 10- 6496- 8699

O her Transport - China Transpo ' 2000
The Fifth International Exhibition on Road and Water Transport
Technol ogy & Equi pnent

Ti me: Cct ober, 2000 (date to be confirned)

Venue: Chi na Agricul tural Exhibition Hal

Or gani zers: 1. Beijing CCPIT

Cont act : M. Chai Yingjie,

Tel : 8610- 6422-7788 ext. 615

Fax: 8620- 6425-1287, 6425-1040

Or gani zers 2. The Transport Technol ogy Exchange Center,
M ni stry of Comruni cations

Cont act : M. Liu Song

Tel : 8610- 6491- 4811, 6495-3232, 6495-3233

FAX: 8610-6491- 4814

Chi na Building 99
The 5th China International Exhibition for Building Material s,
Bui | di ng Systens, Construction Machinery and Architecture

Ti me: Decenber 1-4,1999

Venue: China International Exhibition Center

Sponsor: The M nistry of Construction and The State
Adm ni stration of Building Materials Industry

Organi zers: M. Bai Xi aogang, Director of Exhibition Dept.

CCPI'T Building Material Sub-Council
The state Administration of Building Industry

Add: 11 Sanlihe Rd., Baiwanzhuang, SABM Head
O fice Building, Beijing 100831, China
Tel : 8610- 6803- 7227, 6804- 1566, 6804- 1567
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Fax: 8610- 6834- 6980, 6803-7220
Emai | : ccpi tbms@ublic3. bta.net.cn
htt p: //wwv. chi nabui | di ng. cn. net

The 6th China International Muchi ne Tool Show

Dat e: 1999/ 10/ 20- 1999/ 10/ 26
Venue: China International Exhibition Center, Beijing
Profile: Manuf act uri ng equi pnent, netal cutting &

form ng, non-traditional processing nmachine tool, accessory ,
CNC system an drive, robot

Frequency: Bi enni a

Or gani zer: Chi na Machi ne Tool & Tool Buil ders’
Associ ati on

Cont act : Kong Li nggan

Tel : 86- 10- 68595959

Fax: 86- 10- 68595994

PT/ Expo Comm Novenber 1999, Guangzhou, China

Or gani zer: Chi na National Postal Tel ecom Appliances Corp.
Tel : 86-10- 6351-8942

Fax: 86-10- 6352-3723

PT/ Expo Comm Cct ober 2000, Beijing, China

Or gani zer: Chi na National Postal Tel ecom Appliances Corp.
Tel : 86- 10- 6351-8942
Fax: 86- 10- 6352- 3723

Super Conm Apri|l 2001, Shanghai, China Tel ecommuni cations
I ndustry Associ ation

Tel : (202) 383-1482

Fax: (202) 383-1495

Chi na Pharm * 99

Dat es: Cct ober 26-29, 1999

Venue: China Wrld Trade Center,

Or gani zer: I nt ernati onal Exchange Center, SDA

Tel : (86-10) 6831-334, ext. 1307;

Fax: (86-10) 6831-4596; 6831-3931

The China National Medical Equi pnent Fair/ Fal

Dat es: Nov 7-11, 1999

Venue: Int’ | Convention and Exhibition Center,
Guangzhou

Or gani zer: Chi na National Corp. of Medical Equi pnent
| ndustry

Tel : (86-10) 6834-9374
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Fax: (86-10) 6831-5675

Si noned ‘ 2000

Dat es: April 2000

Or gani zers: M nistry of Health, Wrldw de Convention
Tel : (8610) - 6510- 1657/ 8

Fax: (8610) 6510- 1659

Chi named ' 2000

Dat es: May 10-14, 2000

Venue: China Wrld Trade Center

Organi zers: Heal th Departnment of the General Logistics

Department of the Chinese People’ s Liberation
Armmy and ot hers

Tel : (8610) 6505-3832

Fax: (8610) 6505-3260

14t h Chengdu International Fair for Medical Instrunments, Health
Products, Pharmaceutical Machinery and Medi ci ne Packagi ng

Machi nery
Dat e: end of March, 2000
(specific dates to be announced)
Venue: Chengdu Convention & Exhibition Center
Sponsor: CCPI T Si chuan Sub-council, Sichuan Provincia
Drug Adm ni stration, Sichuan Health Bureau
Or gani zer: CCPI'T Si chuan Sub-counci
Cont act : M. Zhang Ji ping, Director
Tel : 86- 28- 333- 6693/ 339- 2822
Fax: 86- 28- 333- 6693

Medi cal Shanghai International Medical |nstrunment, Equipnent &
Technol ogy Exhi bit

Dat e: June 27 - 30, 2000

Venue: Shanghai Exhi bition Center

Cont act : Ms. Sherry Sun

Add: Suite 6A, No. 829 Yanan Zhong Lu, Da An
Squar e, Shanghai 200040

Tel : 86-21-6279- 1306

Fax: 86-21-6279- 1291

Phar macy Shanghai
I nternational Exhibition on Production, Packagi ng Equi pnent,
I nstrunent and Technol ogy for Pharmaceutical s

Dat e: June 27 - 30, 2000
Venue: Shanghai Exhi bition Center
Cont act : Ms. Sherry Sun
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Add: Suite 6A, No. 829 Yanan Zhong Lu, DaAn Square,
Shanghai 200040

Tel : 86-21-6279- 1306

Fax: 86-21-6279- 1291

Medi t ech Chi na 2000

Dat e: Tentatively schedul ed: COctober 2000

Cont act : M. Li Zhenkang

Or gani zer: Shanghai I nternational Exhibition Corporation
Add: 28 Jinling Xi Lu, Shanghai 200021 China

Tel : 86-21- 6387- 2828

Fax: 86-21- 6386- 9400

Emai | : siec@tn.sh.cn

Comput er Worl d Expo 99

Dat e: Sept.7-10, 1999

Venue: Bei jing

O gani zer: Conmputer World Publication

Tel : (86-10) 6825-5302

Fax: (86-10) 6825-9768

Emai | : ccwexpo@cw. com cn

Web Page: http://ww. ccwexpo. com cn

Conmdex CHI NA

Dat e: March 2000

Venue: China International Exhibition Center
Tel : (86-10) 6817-6131

Fax: (86-10) 6680-3860

E-mail: bjtjx@ublic3.bta.net.cn

NepCon Beijing 2000

Dat e: April 2000

Or gani zer: CCPIT El ectroni cs Sub- Counci

Tel : (86-10) 6820-7928/ 7929

Fax: (86-10) 6827-2288

Wb Page: http:// nepcon-chi na. asi ansour ces. com

The 7th Chengdu International Tel ecomuni cation Trade
Exhi biti on

Dat e: In the early ten days of May , 2000
(specific dates to be announced )

Venue: Chengdu Convention & Exhibition Center
Sponsor: CCPI' T SI CHUAN SUB- COUNCI L

Or gani zer: CCPI' T SI CHUAN SUB- COUNCI L

Cont act : M . Zhang Ji ping, Director

Tel : 86- 28- 333- 6693/ 339- 2822

Fax: 86- 28- 333- 6693
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The 7th Chengdu International Departnent Store Trade Fair

Dat e:
Venue:
Sponsor:

Or gani zer:

Cont act :
Tel :
Fax:

M d Novenber, 2000

Si chuan Provincial Exhibition Hall

Hong Kong Trade Council, Sichuan Conmerce
Bur eau

CCPI T, Si chuan Sub-counci |

M. Zhang Ji ping

86-28-333-6693

86-28-333-6693, 339-2822
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