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Keeping up with Competition



EDITORIAL



31.1.2007



The new Executive MBA-degree offered by the ETH Zurich is a high level program with a strong focus on global Supply Chain Management. It provides SCM-expertise and know-how required for success in today’s increasingly integrated business world. It is developed in cooperation with leading companies and major universities in Europe, China and Japan. The Forum-SCM is an association of internationally active companies represented by their top management. It initiates and updates the curriculum of the MBA-program in line with the educational needs of international managers around the globe. The Forum’s vision is to set up a sponsorship platform involving all economic sectors to promote the establishment, support and development of Supply Chain Management (SCM) training courses. Offered primarily by universities, the courses also include the international exchange of experience gained in the field of SCM between European managers. Such up-to-date and needs-based knowledge should be passed on to managers of companies of all sizes as a tool to improve the competitiveness of European companies in an international environment subject to ongoing change. In addition, this sponsorship platform can serve to attain a goal set by the business world without the help and influence of the government. The main targets of the Forum-SCM at the ETH are: – to promote and actively collaborate in the development of the post-graduate degree for managers offered by the Zurich Institute of Technology, the Executive Master of Business Administration (MBA) in Supply Chain Management (SCM); – to ensure that the degree of the post-graduate program has practical relevance; – to promote collaboration between the universities offering the MBA-SCM, business enterprises and other domestic and foreign organizations, and to encourage the exchange of experience in discussion sessions involving all competitors (SCM Conference Board); – to increase the significance attached to SCM and the related methods and know-how by economic players.
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Today’s competitive environment not only forces more and more Swiss and European enterprises – whether they are SMEs or international corporations – to envisage the dislocation of their production to countries such as China. They are now faced with value chains as complex networks of partner enterprises benchmarking their strengths with each other as well. Hence, keeping up with competition today means more than handling cost pressure, creating the best product or being in the right market. The qualified organization of international value creation networks calls for a deep understanding of interdependencies and processes, and is becoming an ever-more important factor for sustainable success. Supply Chain Management (SCM) is a comprehensive approach to overall value chain optimization. SCM covers all internal and external company processes, from value chain conception to supply source location, from requirement planning to distribution. Therefore, the restructuring of the value chain has an impact on the value creation processes of one’s own company as well as on those of suppliers and customers. A consistently applied SCM system is the prerequisite for a company’s ability to respond swiftly to market changes caused, for example, by rising demand or unexpected key-component supply bottlenecks. Trade and industry increasingly need managers who are proficient in the SCM-related fields of organization, processes and international logistics, and who can apply this know-how to best effect. (See also article on SCM between Swiss and Chinese companies in this issue.) When dislocating production to new growth markets like China, it is of crucial importance, especially for SMEs, to understand the organizational and technological conditions, the legal system, the market and competitive situation as well as the cultural impact affecting SCM. The latter is probably the most underestimated success/failure factor when doing business in China.
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The highly competitive market requires dramatically increasing numbers of qualified managers to lead planning, implementation and controlling of complex international value-networks. The attractive MBASCM program by the ETH Zurich in association with its partner universities and industrial partners provides managers with the know-how requisite to operate at the very top and not simply keep up with the competition.



Kurt Haerri President



2007 Business/ Public Holidays in China and Hong Kong



Year of the Boar 1935, 1947, 1959, 1971, 1983, 1995, 2007
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New Year’s Day Lunar New Year’s Day (LNY) The second day of the LNY The third day of the LNY International Labour Day (ILD) The day following ILD The second day following ILD National Day (ND) The day following National Day The second day following ND



HONG KONG 01 Jan 17 Feb 19 Feb 20 Feb 05 Apr 06 Apr 07 Apr 09 Apr 01 May 24 May 19 Jun 02 Jul 26 Sep 01 Oct 19 Oct 25 Dec 26 Dec



The first day of January The day preceding the LNY The second day of the LNY The third day of the LNY Ching Ming Festival Good Friday The day following Good Friday Easter Monday Labour Day The Buddha’s Birthday Tuen Ng Festival The day following Hong Kong SAR Establishment Day The day following Chinese MidAutumn Festival National Day Chung Yeung Festival Christmas Day (CD) The first weekday after CD



A year of goodwill to all. An excellent climate for business, and industry in general will prevail. People will be more free and easy on the whole and the complaisant attitude of the Boar will generate a feeling of abundance. But in spite of the favourable auspices here, like the Boar we will hesitate, waver and undermine our own abilities when opportunity calls. The Boar’s year is one of plenty. La dolce vita is very much advocated and practiced by the sensual Boar. If life is worth living, it must be lived to the hilt. Such is his motto. The Boar is as lavish with gifts as he is with affection. He takes pride in being chivalrous and extravagant. It would be ill-advised to overspend this year of make sizable investments without thorough investigation. We may also come to regret impulsive acts of generosity made on the spirit of the moment. The fortunate Boar carries with him contentment and security. This is one year in which you could be happy without having or needing a lot of success or money to make it so. There will not seem to be many hurdles to overcome and the placid Boar radiates a sense of wellbeing. Still, a great deal of prudence is recommended in money matters, as the Boar is always susceptible to swindlers.
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This year will find us entertaining a lot more than usual and getting ourselves involved in all sorts of charitable and social functions. We find it a lot easier to make friends in the Boar’s tolerant and expansive atmosphere. Watch out for excesses, though, as the Boar tends to overindulge himself in anything when given the opportunity. Weight watchers will have a tough time and may face losing (or rather, gaining) battles.



New Members Since July 2006:



The Pig/Boar Personality



Zurich



People born in the year of the pig are steady and resolute in doing things, and honest and warm-hearted to other people. Competent and persistent as they are, they will spare no efforts in fulfilling any job assigned to them. Though simple-minded, they always have their own opinions. They hope that everything will be peaceful and everyone happy. They can get along well with others because of their leniency and generosity, and they have patience in perfecting themselves and fulfilling their jobs, which makes them good teachers. However, they will fly into a rage when forced to, but they never harbour a grudge and stab another person in the back. They are always faithful to friends and set a high value on friendship. Besides, they are good peacemakers in others’ eyes because of their honesty and trustworthiness. You may turn to them for consolation and help when you are in low spirits. They will never snub a person, and will help him minimize his troubles. They are generous in sharing what they have with others. But they are blunt in speech and actions, sometimes just shrugging off other’s insults toward them. And they are near-sighted, only paying attention to the present. No wonder they can always extricate themselves from agony quickly and worry little about misfortunes. Their kindness to others can’t shade their firmness in careers. But success is not easy for them to achieve because they are overcautious and indecisive. They will be hard-working all their lives, sparing no effort in doing everything. Though too much energy will eventually cost them, they can have smooth sailing all the same with the help of their pleasant character. Their main shortcoming is the fact that they seldom say “no” to others, and always force others to take a mean course in doing things, blurring the line between right and wrong.



Caroline Spahr



Winterthur



Wärtsilä Switzerland Ltd.



Winterthur



Rita M. Löwenthal



Rorschacherberg



Peter M. Haller



Zurich



Heidrick & Struggles



Zurich



Robert Appel



Basle



SCHURTER AG



Lucerne



BTG Suisse Ltd.



Pratteln



SU Ping



Ostermundigen



Serge Eggmann



Zurich



KUMMER BOLZERN & PARTNER



Lucerne



Sino Communication Center



Uznach



Sensirion AG



Stäfa



FOSSpartners AG



Zurich



Source: The Handbook of Chinese Horoscopes by Theodora Lau – published by arrow Books Limited



LEUBAZ & ASSOCIÉS



Geneva



M.M.I.



Annecy, France



AO KUANG Christian Petitpré Consultants



Annemasse, France



Joël ROCHAT



Paris, France



Gravières d’Epeisses S.A.



Geneva



Jean-Paul GANDILLON



Geneva



Geneva



Note for Your Agenda General Assembly 2007 Tuesday-Afternoon, Mai 3rd, Zurich Invitation will follow in due time.
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Micheline Calmy-Rey in China Below the reader finds a summary regarding the visit to China of Mrs Federal Councillor Micheline CALMY-REY. October 27th to 29th, 2006, Beijing and Guangzhou. The primary goal of Mrs CALMY-REY’s trip to China was to follow-up on the regular contacts with her counterpart, Mr LI Zhaoxing, Minister of Foreign Affairs of the PRC whom she has met in February 2006 in Switzerland. Following the intensification of the bilateral contacts, these high level talks are intended to become more frequent. The second reason for Mrs Federal Councillor’s visit was the official inauguration of the Swiss Consulate General in Guangzhou.



Official visit with signing of MoU The Swiss official delegation was composed of Mr Dante MARTINELLI, Swiss Ambassador in China, Mr Martin DAHINDEN, Head of the Direction of Resources and Exterior Network of the Federal Department of Foreign Affairs (DFA), Mr Roberto BALZARETTI, Ambassador and Diplomatic Councillor, Mr Pierre COMBERNOUS, Ambassador and Head of the Political Division Asia / Oceania at the DFA, Mr Massimo BAGGI, Head Asia / Oceania Division of SECO, Mr Lars KNUCHEL, Substitute Head of Information and Spokesman at the DFA, and Mr Térence BILLETER, Diplomatic Collaborator in charge of the China Desk at the DFA. On Friday October 27 in Beijing, the ministers’ meeting allowed to cover several themes: – bilateral political relations, with the perspective to sign a memorandum of understanding (MoU) which will deal with all the aspects of common interests; – economic questions, with an emphasis on intellectual property; – immigration problems;



The two official delegations in Beijing at the beginning of the meeting.



– human rights, which have been discussed in a general way as well as in the relevant aspects linked to the bilateral dialogue launched in 1991; the incident that occurred in October 2006 at the border between Tibet and Nepal, causing at least one death, has made the object of a demand of clarification; two reports on individual cases have been transmitted equivalently; – principles of development and the cooperation in multilateral aspect; – the situation in North Korea. In the early afternoon, Mr ZHOU Ji, Minister of Education, and Mrs CALMY-REY signed a Memorandum of Understanding (MoU) on higher education cooperation in the Residence of the Swiss Ambassador. This text should serve as a basis for further developments in fields of common interests such as: scholarships, collaboration in research and science, language and civilization, exchanges of delegations, professional teaching. Two meetings of courtesy followed in the palace of the National People’s Congress. In the first meeting, with Mr WU Bangguo, president of the NPC, discussions were held on the bilateral political and economic relations, with a focus on intellectual property. The tone was rather firm when talking about human rights. The second meeting was with Mr LI Changchun, member of the Permanent Committee of the Politburo, who took the opportunity to talk about his visit to Switzerland in June 2006. Back to the Residence, Mrs Federal Councillor talked with the Swiss community in Beijing before giving a press conference in front of representatives of Chinese and Swiss media. The next day, the Swiss delegation met Mr ZHENG Bijian, director of the China Reform Forum (Zhongguo Gaige Kaifang Luntan), for a working breakfast. “Éminence grise” and close advisor of President HU Jintao at the time the latter was at the Head of the Party School, Mr ZHENG is the facilitator of this think tank. The political reforms in China were covered with a perspective of regime democratization, extension of human rights and evolution of law. The situation in North Korea received equal attention. During a lunch with a group of Swiss businessmen active in China, they, as demanded by the Head of DFA, talked about the services offered to Swiss enterprises by the Embassy and the Swiss Confederation in China. If a general satisfaction was perceptible concerning the quality and the usefulness of the services, their reinforcements were hoped. Having also talked on the political and economic situation, the businessmen mentioned a couple of problems encountered while leading their business, some being persistent, like the implementation of laws at all the administrative levels, including the local one. The homologation of drugs and the question of equal treatment between foreign and Chinese companies, (i.e. access to the public markets) were also raised.
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Meeting Mrs CALMY-REY with Mr WU Bangguo, President of the People’s National Assembly.



keenest thanks to the provincial and municipal authority for their excellent support, as the Swiss representation was inaugurated less than one year after its first establishment in Guangzhou. Let us remind that the province of Guangdong constitutes the third development pole in China with Beijing
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The CEOs further mentioned that the well-known proverb in China “to count on one’s own strength” remained true for this country. Finally, the acceleration in the delivery procedure of Swiss visas was stressed. On the other hand, Schengen visas continue to constrain business trips because two distinct administrative procedures have to be conducted, which makes the total process complicated and time consuming. The afternoon was spend in a relaxed atmosphere, as it consisted in a visit to the Forbidden City and to the Jingshan Park. Moreover, it was the first time, according to some, that the Minister of Foreign affairs himself, Mr LI Zhaoxing, guided the visit. Accompanied by officials of his Ministry, Mr LI showed his counterpart that he strongly appreciated the excursion organized in the Swiss alps during his last trip.



Opening celebration in Guangzhou The next day, the delegation started its programme with a meeting with Mr ZHANG Dejiang, Secretary of the Communist Party for the Guangdong province and Member of the Politburo of the Central Committee of the CCP. One of the goals of Mrs CALMY-REY’s visit to Guangzhou being the inauguration of the new Consulate General of Switzerland in this city, the Secretary of the Communist Party and the Minister of Foreign Affairs expressed their satisfaction with this supplementary proof of the intensification of the relations between the two countries. In the next meeting, Mr SHEN Bonian, first Vice-Mayor of the city of Guangzhou, fully agreed on this point. Likewise, Mrs CALMY-REY expressed her
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Mrs CALMY-REY with Mr LI Zhaoxing, Minister of Foreign Affairs in Beijing.
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Guangzhou, October 29th, 2006 – Opening of the “Swiss Design Now” exhibition.



and Shanghai: one ninth of the GNP, 20% of direct investments, one third of foreign trade, 14% of national savings, and one third of the tourists that visit Switzerland. In the beginning of the afternoon of Sunday November 29, the Head of DFA unveiled the plaque of the new Consulate General, the Swiss fourth diplomatic representation on Chinese land after Beijing, Shanghai and Hong Kong. Mr Consul General Werner E. NIEVERGELT presented the new buildings, the staff and the



MoU signature with Mr ZHOU Ji, Minister of Education on October 27th in Beijing.



equipment, ready to be fully operational at the end of 2006. He showed a publication carried out for the inauguration: Switzerland – Commemorative Volume for the Opening of the Consulate General in Guangzhou. With forewords of Mrs Federal Councillor, of Mr HUANG Huahua, Governor of Guangdong and Mr Dante MARTINELLI, Ambassador of Switzerland in China, this work gathers varied texts. In order to highlight the reinforcement of the Swiss presence in the south of the country, the exhibition “Swiss Design Now”, set up previously in Shanghai and Beijing, was presented in Guangzhou by l’École cantonale d’art de Lausanne (ECAL, University of Art and Design) in collaboration with the art museum of Guangzhou. Mrs Federal Councillor and Mr Pierre KELLER, director of ECAL, addressed to the audience to underline the originality of the collected design works, before cutting the inaugural ribbon with other important invited guests. Special prices were also distributed to diverse designers by Mr Dante MARTINELLI. Finally, after the press conference which topic was the official opening of the Consulate General, Mrs CALMY-REY addressed the Swiss community and the Chinese guests at the beginning of the evening. With a loud music and fireworks in the background, she could, accompanied by Mr LI Ronggen, Vice-Governor of Guangdong, “add touches that bring a work of art to life”, by painting pupils on a lion face, which immediately started a traditional dance as a sign for good fortune.
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After these three days, one can retain a dense visit, important contacts with the leaders of a country which becomes more and more our neighbour, negotiations in various fields as well as a follow-up of sometimes delicate questions. In short, the normal relations between demanding partners. But what is normal is not, in fact, insignificant.



A Sunday without polemic would not be a real Sunday Shortly before the end of the mission, one Swiss Sunday newspaper tried to launch a controversy about the Federal Councillor’s visit to China. According to the article, the latter was fully wrong; her trip was a failure because she could not sign a Memorandum of Understanding covering the whole of the bilateral relations, subject of her visit.



The reasons of this visit had, however, nothing to do with the signature of this document (see above). It is therefore particularly regrettable to note that, for reasons which are more linked to interior politics than to the Swiss foreign policy, some did not hesitate to “shoot in the back” of a representative of the government, at the moment where this Minister was on an official visit in the country with which she was, precisely, leading negotiations. Such an attitude causes damage to the position and the image of Switzerland. One wanted to give a snub to the Head of DFA and to her interlocutors. Then why should these interlocutors discuss with a person repudiated by the “back office”? A few hours of waiting would have been enough before raising questions and launching the debate. But it is true that Sundays are sometimes long in Switzerland… by Gérald Béroud Services and Studies on the Chinese World www.sinoptic.ch



Guangzhou Opening of the Consulate General of Switzerland The Consulate General of Switzerland in Guangzhou is operational since 1. 11. 2006, developing its activities over the Provinces of Guangdong, Fujian, Hainan and the Guangxi Zhuang Autonomous Region. It is the fourth pillar of the Swiss consular and diplomatic network in China, which stretches, under the Embassy in Beijing, to the Consulates General in Shanghai and Hong Kong. The activities of the Consulate General cover the following areas: – To promote and safeguard Swiss interests in the following fields: economy, trade, finance, science, research, environment, education, medias, culture and tourism. – To inform and assist Swiss companies and nationals to resolve problems; to organize or co-organize events to present Switzerland; to observe, analyse and report about the above mentioned fields in the consular district. – To liaise and manage the network with the local authorities, institutions, organizations, companies and persons. To provide passports, visa, legalisation of documents, etc. Arrived in October 2005 in Guangzhou, Mr Nievergelt built up this Consulate General. Before this assignment, during 2002–2005, he was the head of the Consular Affairs Division at the Federal Department of Foreign Affairs in Berne. In 2001 Mr Nievergelt reopened the diplomatic mission in Baghdad. 1997–2001 he was the Consul of Switzerland in Venice (Italy). During seven years, from 1991–1997, Mr Nievergelt was inspector of the FDFA. 1970–1990 he had posted in Berlin, Lyon, Tehran, Prague, Nairobi, Frankfurt, Milan and Amman. Mr Werner Nievergelt is married to Esther Brinkmann Nievergelt, who is a jewellery designer.



Official opening of the Consulate General Office in Guangzhou, Mrs CALMY-REY and Mr Werner NIEVERGELT, Consul General.



Consulate General of Switzerland 228, Tianhe Lu, Tianhe District Grand Tower, 27th Floor Guangzhou / China 510620 Phone Fax Email



+86 20 3833 0450 +86 20 3833 0453 [email protected]



SWITZERLAND IN CHINA



17:02 Uhr



SWISS–CHINESE CHAMBER OF COMMERCE



31.1.2007



BULLETIN 2/06



01-72_Umbruch_02-06



11



31.1.2007



17:02 Uhr



Seite 12



Swiss Presence at the Olympic Games 2008 China will shortly be hosting the biggest event in its history: the Summer Olympic Games in Beijing. China is investing a great deal in these Games that take place from the 8th to the 24th of August 2008 – above all prestige and national pride.



since 1978. At the Winter Olympic Games in Turin in the year 2006, this was presented for the first time under the flag of a particular destination, the Swiss canton of Valais. In China, Lucerne and the “Lake Lucerne Region” will be representing Switzerland.



The House of Switzerland



In the heart of the city of Beijing



Switzerland is presenting itself at this “mega event” in China with the traditional and well established “House of Switzerland”. The “House of Switzerland” aims to act as a hub and meeting place for decision-makers drawn from the fields of business and politics, for the Swiss Olympic Team, for officials, athletes and the population at large. The “House of Switzerland” will also be used for receptions and – hopefully – for medal celebrations. SRG SSR idée Suisse will also operate its own television studio at this location. Operational responsibility for the “House of Switzerland” 2008 in Beijing will be borne by Presence Switzerland PRS.



The “House of Switzerland” will be erected only 100 metres from the “Workers’ Stadium” in Beijing, the city’s most traditional stadium. This area will be the venue for the Summer Olympics football competition from the last-sixteen stage onwards. The entertainment and embassy quarter “Sanlitun” is located in the immediate vicinity. The site upon which the new building is to be constructed belongs to the City of Beijing. The building will be administered by Sportswindow Development Ltd. “Presence Switzerland” will help finance the construction work. This will give it the right to use the building during the 2008 Summer Olympic Games.



Celebrating Swiss Hospitality



Swiss Presence in China from 2007–2011



For many nations, the Olympic Games present a stage upon which to publicize their country. Italy, for example, promotes itself with the “Casa Italia”, France with the “Maison France” and Germany with the “Deutsches Haus”. Switzerland too will be using this opportunity to attract attention and be the perfect host. A “House of Switzerland” has been a feature of every Olympic venue



“Presence Switzerland” PRS will be launching a focused communications campaign on the Chinese market from 2007–2011. In addition to a master program with thematically custom-made activities, the campaign also encloses both major events the Summer Olympic Games 2008 in Beijing and the EXPO 2010 in Shanghai. The communications campaign focuses on the strengths of Switzerland such as “life quality” (environ-
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Kapell-bridge during winter in Lucerne.



Seite 13



Gateway to China: “House of Switzerland”



Stéphane Lambiel celebrates in front of the “House of Switzerland” 2006 in Torino.



ment, innovation) and “international reputation” (neutrality, international image of Geneva, prestige, quality). These strengths of Switzerland serve as teaser to remove the information deficit of the Chinese with regard to the Swiss innovative power on the basis of specific project contents.



Presence Switzerland Presence Switzerland (PRS) was founded in 2000 by the Federal Council and parliament as the successor to the Coordinating Commission for the Swiss Presence Abroad (KOKO). The mission of Presence Switzerland: to convey knowledge about Switzerland, to create understanding and empathy for our country and to highlight its diversity and attractiveness. Creative power, trustworthiness and well-being are the basic messages central to Presence Switzerland’s activities. Presence Switzerland uses innovative ideas to make Switzerland more familiar abroad. Presence Switzerland acts within a broad network to carry out and coordinate this task. The Swiss partners include Pro Helvetia, Switzerland Tourism, Osec Business Network Switzerland, seco, swissinfo and youth and sports organizations. Swiss embassies and consulates as well as Swiss schools are among the main partners of Presence Switzerland abroad. For further information please contact: Mr Michel Hueter Email: [email protected] or visit the website: www.presence.ch



Up to 14 Swiss companies and the “Lake Lucerne Region” will benefit from the opportunity to present themselves at the Expo Park with their highquality products and services in the “House of Switzerland” during the Olympics 08 in Beijing. The design concept is intended to present the companies involved and the “Lake Lucerne Region” in the best possible light. It is based on the elements “water/lake/city and mountains/alps”. The exhibition area available to the partners is: 5x5 metres. An appearance in Beijing can be used to achieve the following marketing objectives: – Strong, authentic and exclusive appearance under the roof of Switzerland in Beijing; – Exploitation of the global media presence at the venue; – Use of the worldwide platform for VIPs, opinion leaders, business partners, potential customers through events staged at the “House of Switzerland” and in the Expo Park; – Close co-operation with “Presence Switzerland”, Swiss Television SRG SSR idée suisse, the Swiss Tourist Board, Swiss Olympic and chambers of commerce with the aim of establishing a successful and sustainable cooperation for all parties; – Targeted market development by local Expo partners; – Strengthening existing relationships and building up new contacts through perfectly staged hospitality. Nine out of the 14 Expo-partners are already confirmed. To know more about a B2B-cooperation in the “House of Switzerland”, please contact:



Edwin Rudolf Vice President of the Board of Directors Lucerne Tourism LT Ltd. (LTAG) Project Director Beijing 2008 Bodenstrasse 23 CH-6403 Küssnacht am Rigi +41 (0) 41 850 13 13 or +41 (0) 79 300 40 53 Fax: +41 (0) 41 850 91 91 Mailbox: [email protected]
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Annual Economic Report



Appreciation of the Economic Problems and Issues The 11th five-year plan (2006-2011), adopted at the March 2006 National People’s Congress Meeting, has set the twin goals of reducing investment in overheated sectors and stimulating consumption levels. The Chinese Government has articulated its desire to move the country from an export- and investment-led growth to one balanced by healthy consumer spending. China’s top economic planner, the National Development and Reform Commission, has declared it will focus its efforts on instilling a “new sense of security in Chinese households”.
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Rising incomes have boosted retail sales year-to-year by 13.6%. The gradual shift to consumer services hints at big opportunities for Swiss consumer goods and services companies, especially with 2006 being the last year of the phase-in period of China’s WTO commitments. Banking, insurance, professional services, retail and telecoms are key sectors of interest for Swiss companies as geographic and functional limitations are set to be abolished by the end of 2006.
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November 2006 Update



In late December 2005, the National Bureau of Statistics published new GDP figures that were far larger than what had been previously calculated. This was due to data collection problems and a gross underestimation of China’s service sector, especially small businesses. Released figures have put GDP growth (cf. annexe 2) at 10.2 % for the first quarter of 2006 and 10.7% for the first three quarters of 2006, thus maintaining fears of an overheating economy. Broad money supply grew 18.8%, far exceeding the central bank’s 16% target. This surge of easy credit has caused analysts to worry about the dual risks of a housing bubble in the sizzling real-estate market and of an increased debt-burden due to nonperforming loans. The Government seems ready to address both issues. It raised its one-year benchmark lending rates by 27 base points to 5.85% in April and announced a string of measures aimed at curbing real estate prices in major cities. The Government has also raised fuel prices by 15% since the beginning of the year in order to bring them more in line with international crude oil prices and ease the financial burden on Chinese refiners. Following last year’s exchange rate system reform ending the RMB’s decade long peg to the dollar, China has been under constant pressure to continue with reforms. While the US Treasury Department did not name China as a currency manipulator in its May 2006 report, this was a clear indication that it was expecting Chinese authorities to revaluate the RMB. Having strengthened to below the symbolic 8 RMB to 1 US$ threshold1, trade tensions between the two countries might ease to a certain extent.



The ongoing reform of the state owned sector still has some way to go: 35% of all state-controlled companies are still not earning a positive rate of return and one in six has negative equity. Another step has been taken towards creating a more efficient and more market-oriented economy with the opening up to private businesses of a number of previously restricted areas (in most areas of the industrial sector, bar mining and utilities, and in distribution). Further, to ensure continued economic development and a positive evolution of the business environment in China, reforms such as the establishment of a modern legal framework for businesses and the effective enforcement of the set of laws and regulation for international property rights are required. A new corporate bankruptcy law was adopted on 27 August 2006 to take effect on 1 June 2007, requiring bankrupt enterprises to pay creditors before using any remaining assets to pay laid-off workers. Also, a recent set of noteworthy IPR cases have been prosecuted, coming as a sign that China might be starting to tackle the issue more consistently. However, overall progress remains slow. Foreign banks (including Credit Suisse and UBS) have in recent times shown a growing interest in investing in China’s state commercial banks. UBS in particular announced a strategic partnership with Bank of China – one of the four largest state-owned banks – in September 2005.2 This may help in the long and delicate reform of the banking sector which is fraught with non-performing loans, especially if the foreign banks get to take part in the state banks’ policy and strategy. The China Construction Bank was the first of the large state-owned bank to list its shares, in Hong Kong, with overseas investors with an initial public offering on 27 October 2005. The Bank of China followed suit and raised US$ 9.7 billion in its May 2006 initial public offering, the largest IPO since April 2000 worldwide.



International and Regional Economic Agreements Country’s policy and priorities China as a member of the World Trade Organization (WTO) China’s accession to the WTO in 2001 has had and will continue to have vital implications for the furthering of the Chinese economic system reforms and the development of the country altogether. It is widely recognized
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that China has fulfilled most of its WTO commitments – usually on time and sometimes ahead of schedule. While China has entered its fifth and final year of WTOcommitments’ implementation on 11 December this year, there are concerns that trade barriers are being replaced by more subtle obstacles, concealed by the challenges of implementation and enforcement of WTO regulations. A lack of compliance to WTO rules is however clearly noted in areas such as agricultural product imports, market access for financial services, discriminatory tax practices against foreign companies (VAT), as well as lack of transparency in trade regulations, of distribution rights provisions for foreign firms and of intellectual property rights enforcement. In the first four years as a member of the WTO, China has also been the target of numerous anti-dumping complaints. The latest high-profile case involved the EU imposing anti-dumping duties of nearly 20% on a broad range of footwear products. So far, China has leant towards being an advocate of free-trade within the WTO, demonstrating a strong engagement in issues typically affecting emerging markets – also in the context of its involvement with the Group of 20 developing countries (G 20) led by Brazil – such as the liberalization of agricultural markets. China wants to give the image of an active WTO-member. Following the suspension of the Doha round talks in July 2006, China expects first the US and then the EU to take major steps to unlock negotiations, thus opening the door to G20 and G33 concessions. Should the Doha round ultimately fail, it seems that China could accommodate itself to a more regionally and bilaterally structured global trade environment as China-led intensification in FTA-negotiations in recent months has shown. Under its WTO accession commitment, China will “fully” open up its banking industry to foreign competition after 11 December 2006. Having progressively relaxed restrictions over the past five years, China will allow foreign banks access to its RMB retail business and lift all geographic and client constraints on their operations, eliminating any existing non-prudential measures restricting ownership, operations, internal branching and licenses.3 The newly revised Regulation on the Administration of Foreign-funded Financial Institutions by the State Council will also allow subsidiaries of foreign banks to offer foreign exchange and RMB services to all customers, meaning both corporate and retail customers just as domestic banks, and will also permit branches of foreign banks to continue doing foreign exchange business with all customers and RMB business with foreign and Chinese enterprises as they do now.4 Critics however say that both incorporating their subsidiaries and national treatment – also meaning higher capitalization requirements – will have a negative impact on the apparent opening. China-ASEAN Free Trade Agreement (CAFTA) After its successful accession to the WTO, China turned itself to ensuring the conclusion of regional free trade agreements. In November 2002, China began official ne-



gotiations with ASEAN and signed a framework defining the liberalization of trade in several steps to lead to the establishment of CAFTA by 2010 for the original ASEAN members (Brunei, Indonesia, Malaysia, Philippines, Singapore and Thailand) and by 2015 for the newer and less developed members (Cambodia, Laos, Myanmar, Vietnam). The framework agreement states the objectives of the group with China and aims to lower bilateral tariffs to 0-5% on most goods and eliminate non-tariffs barriers. However, it doesn’t detail the FTA’s institutional set-up, relying on future consultations. The negotiations ended in October 2004 and the partners signed several trade pacts a month later at the ASEAN-meeting in Vientiane, Laos. The tariff reduction programme was launched in July 2005, the start of a comprehensive implementation of CAFTA.
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While China continuously tries to convince the ASEAN countries of the mutual benefits of closer trade relations, the latter feel growing concern at perceiving the suction-effect that the industrial site that China is, has on attracting foreign direct investment. Meanwhile, Japan and the USA also see their position as regional economic super-powers challenged and consequently put an effort to reach a free-trade agreement with the ASEAN-countries themselves. It follows from China’s tightening ties with ASEAN that the country would press further regionalism. China has supported the transformation of ASEAN+3 (China, South Korea and Japan) into the East Asian Summit (EAS), which has welcomed Australia, New Zealand and India to the group during its inaugural meeting on 14 December in Malaysia. Other international free trade negotiations – China and Chile signed a FTA at the APEC-Summit in Busan, South Korea, in November 2005, (only a year after negotiations started) which has come into effect on 1 October 2006 and will eventually lift customs fees on the trade of 97% of all trade goods. – After six rounds of talks between China and New Zealand, Premier Wen Jiabao hinted a comprehensive FTA agreement could be signed within two years during his April 2006 visit to New Zealand. According to officials talks are on track for completion “between April 2007 and April 2008”, as stated after the ninth round of talks in October 2006. – Comprehensive China-Australia FTA-negotiations were launched in April 2005, but due to substantial stumbling blocks, namely in agriculture and industrial goods, are making relatively slow progress. This spring the Australians claimed that the Chinese side was not participating in the spirit in which the negotiations were launched. – China has also started negotiations on a bilateral FTA with the Gulf Cooperation Council (GCC) and plans to follow suit with MERCOSUR, India and the Southern African Customs Union (SACU). – After five rounds of negotiations since April 2005, China and Pakistan have agreed on market access and basically wrapped up negotiations on a free trade agreement on 12 November 2006.
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– There are also possibilities of future negotiations with South Korea although South Korea’s current priority is a deal with the United States. – Recent meetings with the new Japanese Prime Minister Shinzo Abe and the November 2006 State visit of President Hu Jintao to India included talks on bilateral FTA.



Outlook for Switzerland (potential for discrimination) In the bilateral agreement to China’s WTO-accession of 26 September 2000, the People’s Republic had agreed to make certain concessions towards Switzerland in the fields of insurance licences, inspection services and the import of watches. In the beginning, these privileges have only partly been taken advantage of. Economic difficulties of companies’ headquarters in Switzerland have played a role in this, as well as in determining whether to reduce temporarily or give up completely the work in the Chinese market. On the other hand, some sectors have benefited from such easing of market entry rules: for example, representing the reinsurance sector, Swiss Re officially opened the company’s China branch in December 2003. In May 2006 Zurich Financial Services Group received approval to run a property and casualty branch in Beijing, thus becoming the first foreign insurer to establish a general insurance branch in the capital. Swiss financial intermediaries have also strengthened their foothold in mainland China while Hong Kong remains the leading financial centre in the region as their continuing strong presence in the SAR shows. The Swiss watch industry’s zero-tariff-imports have increased continually, as is shown in the bilateral trade statistics in annexe 4. However, the sudden introduction of a 20% consumption tax on luxury watches as of 1 April 2006 may have a negative impact on mainland sales figures. This tax affects watches with a value of RMB 10’000 (approx. CHF 1’600) or more, of which 99% are Swiss made. Iceland has become the first European country to launch a FTA feasibility-study with China. Started in May 2005, after Iceland recognized China’s full market economy status, which is a prerequisite for any FTA-negotiation with China, the study was concluded in July 2006. During his bilateral economic mission in July 2005, the Swiss Minister of Economy, Joseph Deiss, presented a proposal on behalf of Switzerland and the other three members of the European Free Trade Association (EFTA) on whether China was prepared to consider a feasibility study about an FTA with EFTA. In subsequent meetings the Chinese side stated that the idea of an EFTA-China FTA “should be considered very seriously” but that it faced serious resource-constraints due to the Doha Round and an increasing number of bilateral free trade negotiations. SECO figures show an important upturn above average in bilateral trade figures following the conclusion of recent FTAs. As both the position of China as an economic partner for Switzerland and the number of FTA between China and other industrial countries will increase, the potential for discrimination will follow the same path unless progress is made in the Doha Round or EFTA-China FTA plans materialize.



Foreign Trade Development and general outlook Trade in goods 2005 was yet another remarkable year for China’s trade performance. Chinese imports and exports grew to a total of US$ 1.4 trillion, an increase of 23.1% over 2004, placing the country 3rd in the leading trading nations behind the United States and Germany. Exports rose 28% to US$ 762 billion and imports increased 18% to US$ 660 billion. While the year 2004’s trade surplus of US$ 32.1 billion was considered an excellent result, the year 2005’s trade surplus figure, standing at US$ 101.9 billion and estimated at a staggering US$ 150 billion this year, is both outstanding and problematic as it raises increasing concerns with China’s main trading partners, in particular the US and EU with their huge trade deficits. Analysts have anticipated the country’s trade surplus to shrink for some time – attributing factors would be China’s accession to the WTO (reduction of custom duties), the considerable decrease of non-tariff barriers of import requirements, the acceleration of the inland economic restructuring and the strong inland demand for high-technology, machines, energy and raw materials. However, 2005 and available 2006 figures once again dispelled those views. The leading Chinese product export categories in 2005 were “office machines and automatic data processing machines”, “telecommunications and parts” and “electrical machinery and household appliances” comprising just over one third of total trade volume.5 Aggregated textile categories exports amounted to a 17.6% share of exports.6 “Electrical machinery and household appliances”, “petroleum and petroleum products” and “scientific instruments and apparatus” are the top three Chinese imports, representing just over 42% of total imports.7 China’s most important export markets were the USA (US$ 162.9 billion, 21.4% of total exports), the EU-25 (19.3%), Hong Kong8 (16.3%), Japan (11%) and the ASEAN-States (7.3%). The most important countries and/or regions of origin from which China imported products were Japan (US$ 100.5 billion, 15.2% of total imports), South Korea (11.6%), the ASEAN-States (11.4%), Taiwan (11.3%), the EU-25 (11.1%) and the USA (7.4%). According to Chinese statistics, the US and EU-25 trade deficits rose by 42.4% and a massive 89.2% respectively (from a trade deficit of US$ 80.27 billion to US$ 114.17 billion for the US, and from a trade deficit of US$ 37.04 billion to US$ 70.11 billion for the EU).9 With those figures in mind, tensions in trade between China and its partners are understandable. Statistics with the General Administration of Customs show that China’s foreign trade volume was US$ 1272.6
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DKSH is the No.1 Services Group in Asia, focusing on Sourcing, Marketing, Logistics and Distribution. • • • • •



Total sales exceeding CHF 7,500 million More than 20,500 specialized staff covering 48 nationalities Network of 325 business locations in 35 countries DKSH established in China and Hong Kong since 1902 Servicing our business partners with 10 business locations in Hong Kong and 66 business locations in China, focusing on Consumer Goods, Healthcare and Technology.



Proud of Our Swiss Roots One and a half centuries ago, three pioneering Swiss ventured to Asia and built ﬂorishing trading houses.



Wilhelm Heinrich Diethelm



Edward Anton Keller



Hermann Siber-Hegner



1887 established in Singapore



1887 established in the Philippines



1865 established in Japan



In 2002 the three businesses merged to create DKSH.



www.dksh.com
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billion in the January-September 2006 period, up 24.1 percent year-on-year. In 2005 the imports out of and the exports into Switzerland grew, according to Chinese statistics, about 7.4% (US$ 3.9 billion) and 29.3% (US$ 1.9 billion) respectively.10 The share of bilateral trade between Switzerland and China was still standing at 0.4% in 2005, while that of the EU was at 15.2%. The problem of the countless state-owned enterprises (SOEs), which are inefficient to run and flood the market with overproduction goods, changes nothing to the fact that China has expanded to a dominant position in nearly all areas of industrial production. As opposed to the classic developing countries with cheap industrial production, China has not only the advantage of lower costs, but more importantly of a higher technical competence. China’s manufacturing industries have until now mainly exported low value consumer goods (textiles, clothes, shoes, toys), but Chinese firms and businesses with foreign participation are increasingly producing higher-standard products (home appliances, consumer electronics, computers, mobile phones, etc.), which is in line with the Government’s new FDI strategy (cf. 4.1). As a result, industry suppliers of industrialized countries are under pressure to either lose their share of the market or to produce in China (one such example is the automotive suppliers’ industry). The WTO-accession has accelerated this development and the SARS-crisis made apparent how far the integration of China in world trade has already gone. Simultaneously, the dependence of the world on China’s role as an essential part of the world supply chain has become obvious.



Bilateral trade
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Swiss export growth to mainland-China (according to Swiss customs data) was slower in 2005 than in previous years, growing by 11.72% to CHF 3.43 billion. Imports went up 17.22% to CHF 3.31 billion, resulting in a small trade surplus of CHF 122 million for Switzerland.12 In comparison, growth rates were still at a very high 25.03% (exports) and an almost equal 17.12 % (imports) in 2004 with a Swiss trade surplus of CHF 0.25 billion. When combining trade data between Switzerland and Hong Kong with that of mainland China for the year 2005 there was a significant CHF 2.5 billion surplus in favour of Switzerland, keeping up with the 2004 figure. The most important imports of goods out of China are machinery, apparatus and electronics (2005 share of imports: 23.50%), textiles, apparel and shoes (23.03%), precision instruments, watches and jewellery (14.20%), chemicals and pharmaceuticals (14.08%). Exports are dominated by machinery, apparatus and electronics (2005 share of exports: 47.19%), chemicals and pharmaceuticals (18.99%) and precision instruments, watches and jewellery (17.31%).



In 2005 Swiss exports to China saw a CHF 54 million (3.46%) increase for machinery, apparatus and electronics, a CHF 103 million increase for precision instruments, watches and jewellery (21.18%) and a CHF 154 million increase for chemicals and pharmaceuticals (31.01%). Energy carriers and objects of art and antiques saw impressive growths (66.57% and 468.74% respectively) although the export volumes in both those categories were smaller. The strongest increases in imports from China were in the “chemicals and pharmaceuticals” and “precision instruments, watches and jewellery” categories (CHF 178 million or +62.19% and CHF 79 million or +20.25%). From January to September 2006 exports to and imports from mainland China have again grown 23.48% and 16.78% respectively, year-on-year. When Hong Kong is added, those figures stand at 20.35% and 16.45% respectively, year-on-year. Those results point to once again accelerating trade between Switzerland and China. In the first nine months of 2006, “machinery, apparatus and electronics” and “textiles, apparel and shoes” still have the largest share of Chinese imports to Switzerland (23.57% and 21.32% respectively). “Machinery, apparatus and electronics”, “chemicals and pharmaceuticals”, and “precision instruments, watches and jewellery” dominate Swiss exports to China (44.82%, 19.57% and 15.98% respectively). China is a priority country in the framework of Swiss exports promotion and, as can be seen by the areas which experienced strong increases in exports in 2005 (metals and metal products, machinery, chemicals and pharmaceuticals, precision instruments, watches and jewellery). Switzerland has a great comparative advantage in sectors which matter to Chinese importers. One example is the constant and increasing demand for advanced technology and production equipment linked to the progress of China’s manufacturing sector and its development of infrastructure across the country. This sector offers and will continue to offer excellent prospects to Swiss producers of machinery and manufacturing instruments. The shift of life-style and consequently of consumer behaviour among wealthier urban citizens to a more westernized consumption pattern has created an increasing demand for established and high quality brands and luxury items – from packaged foods to branded clothes to luxury watches. On the one hand, this is an excellent prospect for Swiss brands and goods to tap in a booming market; on the other, forging and pirating reduces the potential of this market and bites into profits of various industries. The opening up of the domestic retail banking market to foreign invested financial institutions in December 2006 (the end of the 5 year WTO-rules implementation timetable), should also create more opportunities for Swiss financial services. Reliable figures on bilateral exchange in the service industries are currently unavailable. In their answers to a SECO-survey in November 2005, carried out by the Swiss Embassy, over half of the Swiss companies doing business in China estimated that the



Import in CHF Jan.-Sep. 2005 Jan.-Sep. 2006 50.637.094 65.527.802 35.456 212.611 598.634.853 618.433.657 19.803.075 18.807.833 130.182.634 154.235.976 343.893.429 399.844.340 32.839.036 44.752.604 131.153.331 204.749.347 561.564.528 683.575.686 33.884.261 37.572.567 356.972.078 419.819.272 218.345.644 244.928.323 2.754.582 3.945.676 3.231.446 4.279.414 2.483.931.447 2.900.685.108



∆ in % 29,41% 499,65% 3,31% -5,03% 18,48% 16,27% 36,28% 56,11% 21,73% 10,89% 17,61% 12,17% 43,24% 32,43% 16,78%



∆ in % -23,07% 73,85% 8,37% 10,74% 9,49% -23,31% 29,27% 0,43% -7,11% -25,50% 17,90% -1,38% 24,85% -2,91% 15,62% Import share (%) 0,05% 0,00% 3,37% 0,18% 0,47% 0,64% 0,11% 0,72% 12,21% 0,06% 35,85% 0,40% 44,83% 1,12% 100%
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Source: Schweizer Oberzolldirektion, Swiss Impex



Total



16,45%



100%



Bilateral trade Switzerland – P. R. China incl. Hong Kong, Jan. – Sep. 2005 and Jan. – Sep. 2006



1 Agricultural products 2 Energy carriers 3 Textiles, apparel, shoes 4 Paper, paper products, printed matter 5 Leather, rubber, plastics 6 Chemicals, pharmaceuticals 7 Construction materials, ceramics, glass 8 Metals and metal products 9 Machinery, apparatus, electronics 10 Vehicles 11 Precision instruments, watches, jewellery 12 Furniture, toys 13 Precious metal, precious stones, gemstones 14 Objects of art and antiques Total



Import in CHF Jan.-Sep. 2005 Jan.-Sep. 2006 666.186 512.490 585 1.017 35.183.330 38.127.003 1.821.188 2.016.834 4.816.401 5.273.533 9.400.031 7.209.147 973.244 1.258.149 8.093.145 8.128.069 148.536.634 137.981.436 932.111 694.389 343.503.564 404.997.215 4.548.535 4.485.727 405.646.045 506.450.031 13.081.591 12.701.143 977.202.590 1.129.836.183



5.289.381.570



20,35%



∆ in % -3,83% -26,68% 1,99% 2,55% 13,99% 26,17% 31,35% 13,80% 21,10% -78,37% 10,52% 27,63% 35,47% 0,42% 17,77%



∆ in % -11,40% 86,00% 33,49% 9,27% 43,48% 15,70% 10,77% 7,42% 18,02% 29,58% 17,30% -17,77% 178,98% -63,31% 23,48%



100%



Export share (%) 0,65% 0,00% 3,37% 0,16% 1,09% 8,33% 0,38% 1,32% 8,96% 0,01% 49,81% 0,89% 24,69% 0,34% 100%



Export share (%) 0,53% 0,03% 2,62% 0,59% 1,63% 19,57% 0,23% 4,33% 44,82% 0,21% 15,98% 0,47% 8,99% 0,01% 100%



2.335.150.336



Trade balance in CHF 21.579.212 80.509 77.014.287 3.613.526 32.012.120 277.178.977 11.629.077 36.905.417 168.202.264 -420.008 1.296.315.352 25.746.376 336.738.504 -1.054.957 2.285.540.656



Trade balance in CHF -49.807.936 549.845 -540.992.501 -1.473.563 -106.249.704 177.501.732 -37.946.177 -76.991.748 638.691.617 -31.423.136 51.514.451 -231.047.544 261.243.060 -3.958.716 49.609.680
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6.365.671.627



Export in CHF Jan.-Sep. 2005 Jan.-Sep. 2006 22.970.613 22.091.702 111.187 81.526 112.897.766 115.141.290 5.490.480 5.630.360 32.708.343 37.285.653 225.397.636 284.388.124 9.811.312 12.887.226 39.572.153 45.033.486 252.833.516 306.183.700 1.268.609 27.4381 1.539.349.332 1.701.312.567 23.686.608 30.232.103 622.399.856 843.188.535 11.596.903 11.646.186 2.900.094.314 3.415.376.839



Export in CHF Jan.-Sep. 2005 Jan.-Sep. 2006 17.742.998 15.719.866 409.923 762.456 58.011.676 77.441.156 15.863.055 17.334.270 33.445.346 47.986.272 498.992.904 577.346.072 6.144.398 6.806.427 118.937.113 127.757.599 1.120.364.343 1.322.267.303 4.745.776 6.149.431 401.819.795 471.333.723 16.881.024 13.880.779 95.054.843 265.188.736 874.062 320.698 2.389.287.256 2.950.294.788
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Class of goods



Import share (%) 2,26% 0,01% 21,32% 0,65% 5,32% 13,78% 1,54% 7,06% 23,57% 1,30% 14,47% 8,44% 0,14% 0,15% 100%
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Bilateral trade Switzerland – Hong Kong, Jan. – Sep. 2005 and Jan. – Sep. 2006



1 Agricultural products 2 Energy carriers 3 Textiles, apparel, shoes 4 Paper, paper products, printed matter 5 Leather, rubber, plastics 6 Chemicals, pharmaceuticals 7 Construction materials, ceramics, glass 8 Metals and metal products 9 Machinery, apparatus, electronics 10 Vehicles 11 Precision instruments, watches, jewellery 12 Furniture, toys 13 Precious metal, precious stones, gemstones 14 Objects of art and antiques Total



Class of goods



Bilateral trade Switzerland – P. R. China, Jan. – Sep. 2005 and Jan. – Sep. 2006
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business climate is overall positive. They often mentioned that the Chinese market is important and growing and becoming more and more attractive as there are improvements in the business environment (in particular for services, for which the market is still opening). However there was also mention of the challenge that China sets for foreign companies: the climate is extremely competitive, there are still many restrictions, the regulatory environment is complicated and, for the future, costs are increasing. There were also a few complaints from SME that their problems are not being taken seriously by the Chinese authorities, in particular in IPR-protection. Further, many companies see the East and South-East Asian region as an important market for goods produced in China with significant potential especially if China eases the logistics channels for export.



Direct Investments Development and general outlook
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The Chinese Government puts a lot of effort at every level and is very successful in attracting foreign investment. In many fields, it was only following the WTO-accession that foreign investors were allowed to carry out direct investments, in particular in the sector of financial services. Foreigners are still excluded or confined to a minority participation in particularly sensitive or strategic sectors of the economy. The withdrawal of capital and profits from China is possible, but barriers remain and make the process complex and tedious for businesses.
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On 9 November 2006, China’s 11th five-year programme (2006–2011) for utilizing foreign investment was published. Ranking second only to the US as a foreign direct investment (FDI) recipient, China has decided to shift its policy of attracting foreign business from “quantity” to “quality” and to push its industry up the value chain. Also, foreign-invested companies will no longer enjoy preferential policies in the coming years, in particular when corporate tax-regimes will be unified. These measures address a certain fear of “emerging monopolies by foreign businesses in certain industries which are posing a potential threat to China’s economic security”, as reported by the State media. Members of the foreign business community recently expressed their concern about the implications of raising “economic nationalism” and measures laid down in the Government’s FDI-strategy: development of local markets and independent innovation aimed at reducing reliance on external demand, technology and capital in the long run. Due to the underdeveloped state of Chinese stock markets and because the national currency isn’t fully convertible, foreign investment is 90% direct investment, and very often greenfield-investment. This system constrains foreign investors but leaves China less vulnerable to attacks on international financial markets as it makes capital withdrawals from direct investments more difficult to arrange. The acquisition of state owned enterprises (SOEs) by foreign investors was made possible un-



der certain conditions in the spring of 2004. The goal is to create an actual market for mergers and acquisitions (M&A). However, as a recent OECD-project on crossborder mergers and acquisitions, co-financed by SECO, has shown, “the regulatory framework for cross-border M&A remains fragmentary, over-complex and incomplete”.13 Amended foreign Mergers & Acquisitions (M&A)-regulations have entered into force on 8 September 2006. Although the foreign business community has welcomed the new regulations as they somewhat clarify the complex regulatory environment, concerns have been raised about the use authorities will make of their new competences: Acquisitions of a target company in a key industry, acquisitions which might affect national economic security or acquisitions which involve a change of control of a famous trademark or established Chinese brand must be reported to the Ministry of Commerce. Failing with this requirement could entail termination or reversal of the deal. Future acquisitions may well be subject to much tighter control and further scrutiny by the Chinese Government. A lack of clarity on terms such as “key industry” and “national economic security” has reinforced those fears. However, some commentators do not agree with the general view that we are witnessing a “backlash” but claim that nationally sensitive sectors such as defense and media as well as large state owned enterprises have always been off-limits to foreign investors. As China opens up new avenues for privatization and M&A involving big state companies a certain prudence by Chinese authorities only seems normal to those observers. The loosening of legal regulations and the awareness that various joint ventures (JV) have experienced difficulties with their Chinese partners has influenced more and more foreign investors to tend towards establishing wholly foreign owned enterprises (WFOE). The transformation of an existing JV into a WFOE is time and again attempted, but is in general constrained by considerable administrative and high (compensation) costs. After measures to administrate international investment in the area of trade and changes to the laws on foreign trade came into force on 1 June and 1 July 2004 respectively, foreign investors have been authorized to set up and run WFOE in the areas of distribution, retail trade and wholesale since 11 December 2004.14 Although the Government acknowledges the crucial importance of the private sector for the further development of the Chinese economy, in particular in creating employment, private businesses, with or without foreign participation, still feel put to a disadvantage compared to SOEs. Instead of having freedom of trade, it is still standard practice in China that any business activity remains unauthorized until it is explicitly and officially approved of. Thus many firms practice their activities in a legal grey area intentionally brought about or at least tolerated by the local authorities, but this understanding can be ended at any time. Last year, foreign businesses invested US$ 60.3 billion in China, down 0.47% from the previous year. The number of foreign projects approved by the Chinese authorities increased only 0.8% in 2005, after a 2004
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China: Foreign Direct Investment 2005 Rank



Country/Region



FDI (mio. USD) 2005



Share (%) 2005



Variation (%) year on year



1



Hong Kong



17.949



29,75%



-5,52%



2



Virgin Islands



9.022



14,96%



34,05%



3



Japan



6.530



10,82%



19,77%



4



South Korea



5.168



8,57%



-17,28%



5



USA



3.061



5,07%



-22,32%



6



Singapore



2.204



3,65%



9,78%



7



Taiwan



2.152



3,57%



-30,97%



8



Cayman Islands



1.948



3,23%



-4,65%



9



Germany



1.530



2,54%



44,62%



10



West Samoa



1.352



2,24%



19,76%



EU-15



5.194



8,61%



22,47%



EU-25



5.260



8,72%



21,48%



APEC



39.043



64,72%



-7,73%



ASEAN



35.336



58,58%



-5,19%



235



0,39%



-7,14%



Iceland



EFTA



0,15



0,00%



-70,00%



Liechtenstein



2,86



0,00%



-94,02%



Norway



26,24



0,04%



1374,16%



Switzerland



205,9



0,34%



1,36%



60.325



100%



-0,47%



Total
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2006 FDI (mio. USD) Q1-Q3 2006



Share (%) Q1-Q3 2006



Variation (%) year on year



13.332



31,30%



2,58%



1



Hong Kong



2



Virgin Islands



7.703



18,09%



1,82%



3



Japan



3.237



7,60%



-3,05%



4



South Korea



2.506



5,88%



-2,48%



5



USA



1.850



4,34%



-0,63%



6



Germany



1.575



3,70%



0,78%



7



Singapore



1.532



3,60%



-0,15%



8



Taiwan



1.527



3,59%



-0,06%



9



Cayman Islands



1.356



3,18%



-0,18%



10



West Samoa



1.057



2,48%



-0,05%



EU-15



3.931



9,23%



0,64%



ASEAN



23.203



54,48%



-3,06%



164



0,39%



n/a



Iceland



2,20



0,01%



n/a



Liechtenstein



0,28



0,00%



n/a



Norway



9,11



0,02%



n/a



Switzerland



152,88



0,36%



19,05%



Total



42.589



100%



-1,52%



EFTA



Source: Ministry of Commerce
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Billion USD



Share %



Growth in % to a comparable previous period



21,2%



25,2



Hong Kong



108,75



15,7%



27,1



Japan



66,68



9,6%



8,0



Korea Rep.



31,95



4,6%



24,7



Germany



29,11



4,2%



26,6



Netherlands



21,19



3,1%



16,4



United Kingdom



17,13



2,5%



25,2



Taiwan



15,10



2,2%



26,5



Italy



11,62



1,7%



31,1



Jan.-Sept. 2006



146,86



Canada



11,36



1,6%



34,5



EU-25



128,39



18,6%



24,2



51,26



7,4%



26,5



3,27



0,5%



n/a



Iceland



0,0570



0,0%



22,5



Liechtenstein



0,0099



0,0%



44,1



Norway



1,2670



0,2%



29,4



Switzerland



1,9346



0,3%



32,5



Total



691,22



100%



26,5



Share %



Growth in % to a comparable previous period



Japan



84,28



14,5%



15,9



Korea Rep.



65,74



11,3%



18,0



Taiwan



63,74



11,0%



20,3



USA



44,65



7,7%



23,7



Germany



27,67



4,8%



22,2



Australia



14,06



2,4%



18,8



Russia



13,56



2,3%



16,5



Saudi Arabia



11,68



2,0%



31,2



Brazil



9,61



1,7%



37,0



France



8,18



1,4%



24,4



EU-25



66,05



11,4%



21,6



ASEAN



65,08



11,2%



20,5



4,00



0,7%



n/a



Iceland



0,0325



0,0%



-7,3



Liechtenstein



0,0098



0,0%



54,1



Norway



0,8862



0,2%



17,5



Switzerland



3,0741



0,5%



7,8



Total



581,38



100%



7,8



Jan-Sept. 2006



Billion USD
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Trading partners of the People‘s Republic of China Exports to Country/ Region
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EFTA



Source: Ministry of Commerce



growth of 6.3%. The stronger manufacturing capacity, mainly the result of surging FDI inflows in the past few years, has become a major driving force behind China’s export surge. After the first year since 1999 of declining investment in 2005, China’s FDI continued to drop slightly by 1.52% during the first three quarters of this year, amounting to US$42.589 billion. Since the beginning of the policy reforms, over 400’000 businesses with foreign participation have established themselves in China, amounting to a total FDI of US$ 622.4 billion in 2005. However, a considerable number of them have also in the meantime shut down. Over 23 million Chinese representing about 10% of the urban labour-force work in businesses with a foreign participation. China’s industrialization is mainly fuelled by foreign businesses’ investments, in particular out of Hong Kong and the ASEAN region. 29.75% of FDI came from Hong Kong in 2005, making it by far the most important national origin (US$ 17.9 billion in 2005). A considerable proportion of the investments from Hong Kong come from businesses that left China in the first place for tax purposes and now reinvest to the mainland. The same cycle occurs with the Virgin Islands (the second most important national origin of investment with 14.96% of the 2005 total). In 2005 Japan took over South Korea as the third largest foreign investor (10.82% and 8.57% respectively), while both the American and Taiwanese share of total foreign investment fell dramatically by 22.32% and 30.97% respectively (American FDI represented 5.07% in 2005 and Taiwanese FDI 3.57%). In 2005, Switzerland’s share of FDI in China amounted to 0.34% (US$ 205.9 million).



Bilateral investment flows At present, about 300 Swiss firms with over 700 branches are represented in China, employing around 55’000 people. Estimates put the total amount of direct investments at over CHF 5 billion, making Switzerland the fifteenth most important national origin of FDI. However, the precise amount is unknown, since earlier inquiries on the matter by the Swiss Embassy in Beijing were largely ignored by the enterprises. Following indications of the Ministry of Commerce (MofCom), China granted 125 projects with Swiss participation in 2005 (88 in 2004), and 104 projects from January to September 2006 with a total value of US$ 152.1 million. In 2005 the actual Swiss FDI totalling US$ 205.9 million saw an increase of 1.36% over 2004. Switzerland has economic agreements with China regarding investment protection, mixed credits and avoidance of double taxation. Representative data about the success rate of Swiss or other FDI does not exist because the companies avoid disclosing such information. However, according to a 2002 study by the Taiwanese administration, 41.7% of the 1’644 businesses that had invested in China surveyed answered that they had lost money or just about broken even. Only 46.6% of the companies said that their investment in China was prof-
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itable. This finding is, as far as one can see, unpleasant from a Swiss perspective, since one would expect that it would be easier for Taiwanese businesses to be successful on the local market: at least for them, the large divergence of cultures, one of the largest obstacles for foreign businesses, is not so clearly a setback. Nowadays around two thirds of Western companies active in China claim to be profitable. A large majority (over three quarters) of the companies that replied to the SECO-survey (mentioned on page 20) are planning on expanding their business or currently doing so. Several specified that they have completed the infrastructure investment and now intend to widen the scope of their business. They see the market as growing and promising. In the production sector, some companies plan to focus on the domestic market’s potential while others are bidding on a growing demand for exports. The fast development of the service sector is seen as an opportunity for business to improve.



Trade, Economic and Touristic Promotion “Country Advertising” Foreign economic promotion instruments The Chinese leadership regulates all the country’s economic activities to the detail and since the state remains the owner of whole areas of the industry, it is also one of the most important actors of the economy. Regular contact with the authorities at every level is thus crucial for Swiss companies established in China. Further, the official representative of Switzerland – the Embassy in Beijing, the Consulate General in Shanghai and from November 2006 on also the newly established Consulate General in Guangzhou – has to take on a particular role in the arrangement or relief of such contracts.



DFA FEDERAL DEPARTMENT OF FOREIGN AFFAIRS Embassy of Switzerland in China Edgar Doerig, Counsellor On behalf of Ambassador Dante Martinelli Sanlitun Dongwujie 3 100600 Beijing, China Tel. 0086 10 6532 2736 Fax 0086 10 6532 4353 Email [email protected] http://www.eda.admin.ch/beijing



Full report and more charts available on the website of the Swiss-Chinese Chamber of Commerce: www.sccc.ch (look under NEWS for annual report)
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Footnotes: 1 The latest high at 7.84 was reached on 27 November 2006, a rise of 5.31% since 21 July 2005. 2 UBS has also taken control of Beijing Securities, a midsized brokerage company this autumn, although antiprivatization sentiment was voiced by many in the academic and political fields. 3 Special Comment on “China’s Banking Sector Opening Under WTO Commitments”, Moody’s Investors Services – Global Credit Research, November 2006. 4 China Banking Regulatory Commission Chairman Liu Mingkang’s speech about the newly revised Regulation on the Administration of Foreign-funded Financial Institutions by the State Council, 15 November 2006. 5 US$ 281.1 billion or 36.9%. Source: China’s Customs Statistics, in EIU. 6 US$ 134.2 billion. Source: ibid. 7 US$ 238.5 billion. Source: ibid. 8 Hong Kong is an important economic area and international trade partner in its own right but plays a particular role as a port of trans-shipment for Chinese exports, which clearly shows in the trade statistics of the special administrative region (SAR). 9 Source: calculations based on MofCom data, see annexe 3 “Bilateral trading partners of the PRC”. 10 Cf. Annexe 3, which reproduces figures of the Ministry of Commerce (MofCom). Annexe 4 and section 3.2.1 about bilateral trade Switzerland – China / Hong Kong use data gathered by the Swiss customs authorities. 11 The figures discussed in this section can be found in annexe 4. 12 The picture looks brighter for Switzerland if the data for the trade between Switzerland and Hong Kong is added. Altogether, exports amounted to CHF 7.28 billion in 2005, and imports to CHF 4.71 billion. In 2005, Swiss exports to China (incl. Hong Kong) made up 4.46% of global Swiss exports, meanwhile bringing China (incl. Hong Kong) to the position of Switzerland’s most important export market and trade partner in Asia, ahead of Japan. Exports from Switzerland to Taiwan went up 3.5% to CHF 1.34 billion, and imports increased 3.9% to CHF 0.541 billion. 13 China: Open policies towards mergers and acquisitions, OECD Investment Policy Reviews, Paris, 2006. 14 Cf. Administrative method for foreign investment in the commercial sector of the PRC: http://www.prorenata.com/consulting_services/investment/en_foreign_investment_areareg.pdf
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Update on the Economy of Hong Kong General overview The Hong Kong (HK) economy is back in full health, with the real GDP rising above trend for more than two years, up by 8.6% in 2004, 7.3% in 2005 and 6.6% in the first half of 2006. Retail sales grew by 6.8% in value in 2005 and another 6.7% in Jan. – August 2006. Also, after more than five years of deflation, consumer prices have been gradually edging up along with the solid economic recovery, rising by 1.1% in 2005 and 2% in Jan. – August 2006. Exports and imports of goods grew by 9% (+11% or US$ 288.5 billion in 2005) and 11% (+10% or US$ 298.6 billion in 2005) respectively in Jan. – August 2006. A total of 23.4 million visitors (+7%), or 3.4 times the size of local population, came to HK in 2005. Tourist arrivals grew by 10% in Jan. – August 2006. Visitors from China reached 9.3 million (55% of the total tourist arrivals). Once reaching almost 9% in 2003, the unemployment rate of HK fell to 5.6% in 2005 and 4.7% in the third quarter of 2006, the lowest since 2001. The four pillar economic sectors of HK are: trade and logistics (28% of GDP in terms of value added in 2004), tourism (2.9%), financial services (12%) and professional services and other producer services (11%).
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According to the HK Trade Development Council (HKTDC), HK is the most important entrepôt for mainland China and about 21% of China’s foreign trade is handled via HK. HK is the largest source of overseas direct investment in China of which the stock of utilized capital flow amounted to US$ 260 billion in 2005, accounting for 42% of the national total. China is HK’s second largest source of external investment. It reached to US$ 131 billion (29% of total) in end 2004. It is estimated that there are over 2,000 mainland-backed enterprises registered in HK, with total asset exceeding US$ 220 billion. HK is a key offshore capital-raising centre for Chinese enterprises. Market capitalization of China-related stocks reached US$ 558,400 million or 41% of total at the Main Board as at the end of Sept. 2006. Given the forthcoming listing of the Industrial and Commercial Bank of China (the world’s largest Initial Public Offer with a total of US$ 22 billion to be raised) in end October, the percentage of China-related stocks at the HK Stock Exchange will further move up. The Closer Economic Partnership Arrangement (CEPA) was the first ever regional trade agreement signed between China and HK. Under the three phases of CEPA, China has given all products of HK origin (except prohibited articles) tariff free treatment, upon applications by local manufacturers and upon the CEPA rules of origin (ROOs) being agreed and met. More importantly,



China has agreed to provide preferential treatment to HK service suppliers in 27 service areas. For the first time, the central government has included HK in its latest Five-Year Economic Plan which underlined that HK should focus on developing its finance, logistics, tourism and services industries in the next five years.



Bilateral trade and investments between Switzerland and HK According to the HKTDC, Switzerland was the 17th largest trading partner of HK in 2005. Switzerland was HK’s 13th largest supplier and 22nd largest export market. Although there was a strong increase of imports from HK, the balance of trade was still positive for Switzerland in 2005. Swiss exports to HK totalled Sfr. 3.8 billion (dropped by 5.6%) in 2005. Major Swiss exports included watches and clocks (46% of total, Sfr. 1.77 billion in value), jewellery and precious metal (27% of total, Sfr. 1 billion), machinery (9.6% of total, Sfr. 370 million) and chemical products (6.5% of total, Sfr. 250 million). HK’s total exports to Switzerland reached Sfr. 1.4 billion (increased by 71%) in 2005. Major total exports included jewellery & precious metal (62% of total, Sfr. 875 million in value), machines (15% of total, Sfr. 215 million), watches and clocks (15% of total, Sfr. 209 million) and textiles and garments (2.9% of total, Sfr. 41 million). In Jan. – August 2006, Swiss exports to HK reached to Sfr. 2.9 billion (+18% year-on-year basis), with remarkable growth in machinery (+33% in non-electrical machinery and +15% in electrical machinery), chemicals (+21%) and jewellery and precious metal (+41%). Swiss imports from HK also grew to Sfr. 980 million (+33% year-on-year basis), with robust growth in jewellery and precious metal (+73%). According to the Census and Statistics Department HK, Swiss direct investments in HK reached to the following amounts: US$ 1.8 billion (ranked 12th) in 1998, US$ 2.7 billion (ranked 10th) in 1999, US$ 2.5 billion (ranked 13th)in 2000, US$ 2 billion (ranked 14th) in 2001, US$ 2.4 billion (ranked 14th) in 2002 and US$ 2.7 billion (ranked 11th) in 2003 and US$ 3.6 billion (ranked 11th) in 2004. The outward direct investments from HK to Switzerland for 2002, 2003 and 2004 were US$ 1.49 billion (ranked 14th), US$ 780 million (ranked 17th) and US$ 564 million (ranked 18th) respectively. At present, there are about 170 companies with Swiss interests in HK. They are classified in various sectors :
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banking, chemicals and pharmaceuticals, consultants, electronics, foodstuffs, freight forwarding, inspection, insurance, machinery / engineering, textiles and garments, watches / jewellery and trading houses, etc. DFA FEDERAL DEPARTMENT OF FOREIGN AFFAIRS Consulate General of Switzerland Hong Kong



Wing Kai, Chan Suite 6206-07 Central Plaza 18 Harbour Rd. Wan Chai, Hong Kong Tel. 00852 2522 7147 Fax 00852 2845 2619 Email: [email protected] http://www.eda.admin.ch/hongkong
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New Double Tax Arrangements with Hong Kong



Business Profit For business profits generated via a foreign-invested enterprise (‘FIE’) in the Mainland, there is no significant change. However, transfer pricing rules are expected to be issued soon and may come into effect after the March 2007 session of the National Party Congress. Employment Income For employment income the period of presence in China for Hong Kong employees changes from a “calendar” year to any rolling 12-month period. The limit for not having to declare income is still 183 days.



Passive Income For FIEs, the most significant difference is in the withholding tax on passive income. This includes:



Interest In the new DTA, the withholding tax rate on interest received by Hong Kong entities does not exceed 7% versus 10% as specified in most other tax treaties with China. Royalties Under the new DTA, the withholding tax rate on Royalties is 7%. Again this is the lowest of all DTAs signed by the Mainland. Capital Gains Full tax exemption is provided for any capital gains derived by a Hong Kong enterprise from disposal of shares of a Mainland company, provided that: 1. The shares sold are less than 25% of the shareholding of the Mainland company; and 2. The assets of the Mainland company do not comprise mainly of immovable property situated in the Mainland. Whilst this DTA grants Hong Kong preferential tax treatment in a number of areas, it also provides for the exchange of information. The latter could have a major impact on Hong Kong companies operating in China, and vice versa, especially for those Hong Kong companies claiming offshore income, i.e. tax-free status. Source: Fiducia Management Consultants



Dividends Dividends received by HK companies from an FIE in the Mainland are currently exempt from Foreign Enterprise Income Tax (FEIT) under Article 19 of the PRC FEIT Law. In the new DTA, Hong Kong companies are faced with a withholding tax of 5% on dividends, provided that the Hong Kong enterprise’s shareholding in the Mainland company is 25% or more. Otherwise a 10% with-



Please contact Managing Director Mr J. Kracht at the Hong Kong office for further information. 12/F Fortis Bank Tower 77 Gloucester Road, Hong Kong Tel: +852-2523-2171 www.fiducia-china.com
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Active/Direct Income



holding tax rate applies. This is still the lowest among all DTAs signed by the Mainland.
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China and Hong Kong signed an agreement on new Double Tax Arrangements (‘DTA’) to replace the old DTA signed 8 years ago. The new DTA is taking effect since January 1, 2007 in the Mainland and from April 1, 2007 in Hong Kong. The new Arrangement covers both Active/Direct Income and Passive Income.
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Is the Honeymoon Over? After years of continued economic growth, coupled with the strong foreign investment and China’s fifth anniversary as a member of the WTO, we may be at a turning point in how China views foreign investment. Below are some of the changes to come. In November, the Ministry of Commerce (MOFCOM) announced major changes in the foreign investment policy: – A shift from volume to quality investments focusing on technology content to enhance China’s innovative capability, at the same time assessing localisation ratio, resources consumption, and environmental protection. – Uniform policies for both foreign and domestic enterprises to ensure they compete on an equal footing. – Increased supervision to strengthen the social responsibility and professional ethics of foreign-invested enterprises (‘FIEs’), and to protect the interests of their staff. This translates into – New tax laws – A new labour contract law – New rules on the reporting of personal income. It is too early to say which effect these administrative changes will have on FIEs.
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Another aspect is the apparent stronger enforcement of rules and regulations. Recent cases show that government authorities evaluate the business dealings of FIEs as well as the compliance of import and taxation rules, including personal income tax, more closely. There have been instances in 2006 in which foreign managers were detained by the police or had to surrender their passport based on accusations of wrongful activities. They or their employees were accused of being an assessory to the illegal import of machinery by their Chinese customers or, in another case, of having facilitated tax evasion by providing false documents. Some of these cases date back to 2003, but are being dealt with only now. What many may not be aware of is that non-compliance with VAT regulations is a criminal offence and will be punished. These cases may be linked to the fact that the growth in tax revenue has not been in line with economic growth. Whilst non-compliance may have been tolerated and sometimes even encouraged by local authorities, it now becomes clear that the laws will be enforced. Often foreign investors rely on the local manager to set the framework for the business activities – which may not always be in line with the law. As a result, corporate governance rules which usually apply group-wide are being “suspended” in China. It shows that business practises in China are different, but this does not eliminate



the issue of compliance with laws and regulations. Apart from direct government investigations, there have been other circumstances where irregularities have been picked up on. In one case, a staff member’s employment was terminated and out of revenge he then reported wrongful action by the employer, or upon closure of the Representative Office, the authorities examine in detail the past dealings and records for any irregularities in reporting. The agenda for 2007 should therefore be to carefully reassess the corporate governance policy and to strengthen the compliance control tools. In view of the changed circumstances a responsible approach is certainly advisable rather than having to deal with the consequences later.



China’s Unified Tax Rate Plans 2007 could be the last chance for foreign investors to enjoy preferential income tax policies in China. Currently, foreign companies in China enjoy lower income tax rates than their Chinese counterparts. Depending on the nature and location of the enterprise, tax rates can range from 0%–24%, whereas for Chinese companies the rate is a flat 33%. This is set to change in January 2008 when a unified tax rate is planned to be introduced. Under the new system, both foreign and Chinese companies will be taxed at a rate of 25%. However, companies will still be able to utilise preferential policies after implementation, but it will be determined by the nature of the enterprise (i.e. hightech), not by nationality, as previously the case.



Why are rates being unified? – To accord with WTO practices; promoting a level playing field – Discontent among Chinese enterprises – To address bad tax and accounting practices – Less incentives are needed to attract foreign investors and after all, it is low labour costs and market size which mainly attract foreign investors, not tax policies – Many foreign companies would argue that whilst they are in theory subject to lower rates, in actual practice they are paying more taxes than Chinese companies. Why? Chinese companies are known to under-declare their revenue and they are less strictly monitored for wrongful practices as foreign companies are. With the introduction of a unified tax rate, two scenarios may happen:
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1. Best-case scenario The government will clamp down on the existing taxevasive malpractices. If so: a. A level playing field will be achieved. b. Although foreign companies will pay more tax, the increase will be greater for Chinese companies who were previously understating their profits. 2. Worst-case scenario Tax and accounting malpractice will continue on the same level among Chinese companies: With foreign companies paying a higher tax rate, the situation will greatly favour Chinese enterprises. As a foreign company, it would be wise to expect the worst case scenario and prepare for an increase in the cost-competitive advantage of Chinese companies. On the other hand FIEs registered before the possible approval of the law at the NPC in March 2007 should still be able to enjoy the current five-year exemption period.
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China Facts & Figures Zusammengestellt von Peter G. Achten (Asia Correspondent, Schweizer Radio SR DRS + Ringier Media. Beijing, PR of China. Address: [email protected]) nach folgenden Quellen: Statistisches Amt China, OECD, Weltbank WB, Internationaler Währungsfonds IMF, Asiatische Entwicklungsbank ADB, UNO, CIA, Economist IU.



• Von



Geographie



•



•



– Oberfläche: 9’597’000 qkm – Grenzen Land: 22’120 km – Grenzen Küste: 14’500 km



Bevölkerung



• Bevölkerung (inkl. Taiwan): 1’313’974 (July 2006 est.)



•
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– 1644: 60 Mio. Einwohner – 1800: 300 Mio. Einwohner – 1850: 430 Mio. Einwohner – 1949: 550 Mio. Einwohner – 2004: 1,3 Mrd. Einwohner – 2010: 1,37 Mrd. Einwohner – 2015: 1,5 Mrd. Einwohner – 2035: 1,65 Mrd. Einwohner Ländliche Bevölkerung (1996): 71% (2000): 64% (2050): 33% Übersee-Chinesen weltweit: 65 Mio. 1/3 der Bevölkerung (2006) unter 20 Jahre alt. 7,9% heute (2005) 65 oder älter. 23% (2050) 11% heute 60 Jahre alt = 130 Mio 2025 = 284 Mio 2040 = 400 Mio Wachstumsrate Bevölkerung: 0,59% Lebenserwartung: 72,58 Jahre (2006) Ein-Kind-Familie: 4-2-1-System (vier Grosseltern, zwei Eltern, ein Kind). Auf 118 Knaben kommen 100 Mädchen (globaler Durchschnitt 104,5 : 100). Fruchtbarkeitsrate: 1,73 Kinder/Frau (2006 est) Ethien: 95,1% Han-Chinesen.



Erziehung



Lebensstandard:



• Kontinuierliche Verbesserung des von der UNO zu• • • • • • • • • •



• Alphabetisierungs-Rate: 90,9% • • • •



Frauen: 86,5% Männer: 95,1% Chinesen (Stadt) mit Uni-Abschluss: 5,6% / (Land) 0,2%. Jährlich neue Uniabsolventen: 3 Mio. Derzeit (2006) immatrikuliert: 15 Mio. Von 250 Mio. Primarschülern schaffen es 5 Mio an die Uni.



600’000 chinesischen Studenten im Ausland (1980–2004) sind 160’000 zurückgekehrt. Staatliche Erziehungsausgaben als Anteil des BSP: China: 4,4% (2005) Indien: 4,4% Chile: 6,6% Polen: 6,1% Argentinien: 4,3% Indonesien: 1,9% Ausgaben Forschung & Entwicklung: 128,8 Mrd Yuan Rmb = 1,24% des Bruttosozialprodukts BSP (2002). 150 Mrd Yuan Rmb = 1,32 % BSP (2003). 184,3 Mrd Yuan Rmb = 1,35 % BSP (2004). Vergleich: USA 2,68% BSP Schweden 3,98% BSP Deutschland 2,49% BSP Japan 3,15% BSP Finnland 3,48% BSP



•



sammengestellten «Human Development Index». Derzeit Rang 94 weltweit. Volkseinkommen verdoppelt sich seit 1979 alle acht Jahre. Inflation: 4,5% (erstes Halbjahr 2005) Verfügbares Einkommen 2005 per capita/yr: 10’493 Yuan (+9,6% gegenüber Vorjahr) in den Städten. Verfügbares Einkommen 2005 per capita/yr: 3’255 Yuan (+6,2%) auf dem Land. Sparquote: 10’000 Yuan Rmb pro Kopf pro Jahr (2005). [Es gibt praktisch noch keine Altersvorsorge und Krankenversicherung…]. Les Nouveaux Riches: 20 Golfklubs (1994) auf über 200 (2005) angestiegen. Derzeit 1 Mio. Superreiche, 15 Mio. Reiche, Mittelklasse ca. 100 bis 150 Mio. (3’000 US$/yr). Luxusgütermarkt laut Morgan Stanley: über 100 Mio Konsumenten (2010). Mittelstand 2004: 80 Mio. Menschen 2006: 150 Mio. Menschen 2012: 350 Mio. Menschen. Ausgaben privater Haushalte (Veränderung zum Vorjahr in %) 9,1% (2000) 7,0% (2001) 6,5% (2002) 7,8% (2003) 21.2% (2004) Armutsgrenze (UNO: 900 Y pro Jahr per capita / China: 626 Y pro Jahr per capita). – 2004: 26 Mio. Chinesen oder 3% leben in absoluter Armut. – 1978: 250 Mio. oder 30%.



Seite 29



• Bei Wachstum und Industrialisierung wächst die Kluft •



• • • •



zwischen Arm und Reich (US economist Simon Kuznets – Kuznets-Kurve). Nach dem Gini-Koeffizient (Italienischer Statistiker Corrado Gini) ist Reichtum in China etwa gleich verteilt wie in den USA. Gini-Scala: 0 = absolute Gleichheit, 1 = absolute Ungleichheit. Gini-Koeffizient China 2005: 0,45 2003: 0,4 1992: 0,37 1980: 0,33 – Gini-Koeffizient: Afrika (60), China und USA (44), Skandinavien (25). Wobei 0 das Beste ist. – Gini-Rangliste: Achtung, denn Ruanda ist besser klassiert als die Schweiz und Bangladesch besser als Grossbritannien. 95% der Chinesen finden Einkommensunterschiede zu gross. Nur 65% der Amerikaner sind der gleichen Meinung in ihrem Land. Sparen: 40% Rate (USA: 1%). Offizielle Differenz GDP – per capita/yr 1:3 Land – Stadt, inoffiziell 1:5. Wohnfläche 2004: 20 qm pro Kopf (Städte), 26 qm (Land) 1980: 3 qm (Shanghai), 6 qm (Beijing)



(Switzerland) Ltd. Polierte QualitätsFeinsteinzeug-Platten www.firststoneltd.com grossformatiges, poliertes Feinsteinzeug aus China höchste Qualität: beste EN-Testergebnisse im "Centro Ceramico" Bologna interessantes Preis/ Leistungsverhältnis



Arbeit
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• Handelsminister Bo Xilai in einem Renmin-Ribao• • •



• • • • • • • •



Artikel: China ist weltweit am unteren Ende, wenn es um Arbeitsteilung in der Industrie gehe. Bo Xilai: Grosse internationale Wettbewerbsfähigkeit. Löhne in arbeitsintensiven Industrien (z. B. Textil, Möbel) sind rund 90% niedriger als in Europa/USA. Nicht nur Löhne, sondern auch Produktivität beachten. Löhne in China (700 US$/Y) sind viel niedriger als in der industrialisierten Welt (35’000 US$). Produktivität ist in China aber erheblich geringer. So beträgt die Wertschöpfung pro Arbeitskraft in Deutschland 80’000 US$, in China aber nicht einmal 3’000 US$. Deshalb: Lohnstückkosten in China nicht viel niedriger als in Europa oder den USA. 100 bis 150 Mio. Wanderarbeiter (2003 waren 8,5 Mio. grundsätzlich unterbezahlt oder ganz ohne Lohn). 200 Mio. Bauern unterbeschäftigt oder ganz ohne Job (2004). 9 Mio. neue Jobs per Jahr (GDP-Wachstum muss mindestens 7% betragen). Arbeitslosigkeit: 4,7% (offiziell), faktisch aber 10% bis 20% Arbeitskräfte insgesamt: 761 Mio. (2003) darunter – 49% Landwirtschaft – 22% Industrie – 29% Dienstleistungen 740’000 Uni-Absolventen mit Abschluss fanden 2004 keinen Job. 1995–2002: USA verlieren 2 Mio. Industrie-Jobs. China verliert 15 Mio. Industrie-Jobs. Staatsbetriebe verlieren 1998–2004 32 Mio. Jobs. Jährlich neu auf dem Arbeitsmarkt: 12–15 Mio. Menschen.
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• Jährlich Uni-Absolventen: 3 Mio. • Chinesische Wissenschaftler arbeiten zu 1/6 des Loh• • •



nes verglichen mit einem gleich qualifizierten USoder EU-Kollegen. Bsp. Hongkong: heute noch 5% der Arbeitskräfte in Fabriken. Der Rest im Service-Bereich (Banken, Transport, Medien, Werbung, Tourismus). Hongkong 60er/70er Jahre: Spielzeuge, Uhren, Textilien. Alles wird jetzt im Perlfluss-Delta produziert. USA verlieren 2004 rund 400’000 Industrie-Jobs, davon wandern 100’000 nach China ab.



Konjunktur/Wachstum



• Die grössten Volkswirtschaften (2004): USA: 11’734 Mrd. US$ Japan: 4’672 Mrd. US$ Deutschland: 2’755 Mrd. US$



(continued on next page)
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Grossbritannien: 2’133 Mrd. US$ Frankreich: 2’046 Mrd. US$ Italien: 1’680 Mrd. US$ China: 1’654 Mrd. US$ Spanien: 1’041 Mrd. US$ Kanada: 993 Mrd. US$ Südkorea: 680 Mrd. US$ Unterdessen ist China kaufkraftbereinigt (PPP) bereits auf Platz 2. Bruttooinland-Produkt per capita (2004): Luxemburg 69’737 US$ Norwegen 54’600 US$ Schweiz 49’300 US$ Irland 45’675 US$ Rang 112 China 1’272 US$ Nach PPP ist China sehr viel weiter vorne, aber noch lange nicht unter den Top 50. Wachstum 1952–82: + 10% im Schnitt pro Jahr Industrie. + 3% im Schnitt pro Jahr Agro. + 6% im Schnitt pro Jahr insgesamt. Wachstum 1949–99: + 7,7% im Schnitt pro Jahr. Wachstum 2003: 9,5% Wachstum 2004: 9,5% Wachstum 2005: 10.2% Wachstum 2006: 9,8 % est. (Asien insgesamt 2005–06: 6,6%) GDP China 2004 = 1/7 der US-Volkswirtschaft 1/3 der japanischen Volkswirtschaft. Zusammensetzung GDP: – Landwirtschaft 13,8% (2004), 12,5% (2005) – Industrie und Bau: 52,8% (2004), 47,3% (2005) – Service: 33,3% (2004), 41% (2005) Seit 1990: 2/3 des Wachstums Investitionen aus dem Ausland (FDI) zu verdanken. China trug 2004 mit 10% zum weltweiten GDPwachstum bei. Chinas GDP im Jahre 2004 war 4% des weltweiten GDP. China trug 2004 mit 12% zum weltweiten HandelsWachstum bei. Elfter 5-Jahres-Plan (2006–2010): +8%/yr – Bis 2015 dann +8–9%. 2001: 895 US$/yr GDP per capita nominal 2002: 963 US$/yr GDP per capita 2004: 1’090 US$/yr GDP per capita l (140. Rang weltweit). 2010: 1’700 US$/yr GDP per capita. 2020: 3’200 US$/yr GDP per capita. Kaufkraft bereinigt PPP, z. B.: 5’225 US$ per capita (2003 123. Rang weltweit) 6’800 US$ per capita (2005) Nach dem PPP-Kriterium ist Chinas GDP seit 2002 weltweit die Nummer 2 hinter den USA. Nach Prognosen von Goldman Sachs überholt das GDP Chinas – Deutschland 2008 – Japan 2015 – USA 2039 Chinas Konjunktur wird nach wie vor mit administrativen Massnahmen gelenkt (z. B. Stahl / Automobil / Immobilien / Regionen).



• Diese Regulierung ist massiv und nur möglich, so• • •



lange China den Zahlungsverkehr mit dem Ausland strikt reguliert. Produktivität: 1953–78 waren es +1,1%/yr. 1979–94 waren es +3,9%/yr. (US: 1960–89 +0,4%/yr). 2/3 des Wachstums und 60% der Arbeitsplätze generiert die Privatwirtschaft (2004). Inflation bzw. Konsumentenpreis-Index CPI: +1,8% (2005).



China – Indien



• China Anteil BIP-weltweit • Indien • Japan • USA



2005: 2040: 2005: 2040: 2050: 2005: 2040: 2005: 2040:



• China wird Japan überholen • China wird die USA überholen • Indien wird Japan überholen • Indien wird EU überholen



4,6% 19,6% 1,9% 9,8% 12,0% 12,5% 5,1% 30,8% 18,2%



2020 2040 2030 2050



China und Indien werden Asien zur Wachstumslokomotive des 21. Jh. machen.



• Handel China – Indien 1987: 117 Mio. US$ 2006: 20 Mrd. US$ 2010: 50 Mrd. US$ (est.)



Produktion



• «Fabrik der Welt» (2004):



•



• •



– 75% aller Spielzeuge. – 60% aller Fahrräder. – 50% weltweit aller Textilien. – 50% aller Kameras. – 30% aller TV-Geräte. – 30% aller Klimaanlagen. – 29% aller Mobiltelefone. – 25% aller Waschmaschinen. – 20% aller Kühlschränke. Chinas GDP betrug 4% des weltweiten GDPs, aber: Verbraucht 25% allen Aluminiums weltweit verbraucht 28% allen gewalzten Stahls, verbraucht 50% allen Zements, verbraucht 12% aller Primärenergie, verbraucht 15% allen Frischwassers. China als Produktionsstandort weltweit Nr. 4 hinter USA, Japan und Deutschland. China weltweit führend 1990: Baumwoll-Textilien, TV-Geräte, Spielwaren, Schuhe
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2004: obige Artikel und Kühlschränke, Kameras, PCs, DVD-Players, Handy. 7% der Weltproduktion aus chinesischen Fabriken (2004) 25% bis 2025. Staatsbetriebe 1990: 100’000 2004: 40’000 Staatsbetriebe verlieren 1998–2004 32 Mio. Arbeitsplätze. Auto-Produktion China: 1,97 Mio. Stück (2003). Nachfrage 2006: 2,6 Mio. Stück. Produktion 2006: 4,9 Mio. Stück. Nachfrage 2007: 7 Mio. Stück. Produktion 2007: 15 Mio. Stück (incl. Trucks).



Privatwirtschaft



• 1993: 240’000 Unternehmen. • 2003: über 3 Mio. Unternehmen. • 1999: Nationaler Volkskongress – «Privatwirtschaft •



wichtiger Bestandteil der sozialistischen Marktwirtschaft». 2002: Privateigentum in der Verfassung.



• 2002: Privatunternehmer können KP-Mitglieder werden. • Privatwirtschaft generiert 2/3 des GDP und 60% der Arbeitsplätze.



Handel



• 2005: Drittgrösste Handelsnation der Welt (nach USA • • • •



und Deutschland). 2010: bei jetzigem Wachstum wird China in fünf Jahren der weltgrösste Exporteur. China trug 2004 mit 12% zum weltweiten Handelswachstum bei. Exporte 580 Mrd. US$ (2004), 762 Mrd. US$ (2005). Importe 660.1 Mrd. US$ (2005). Handels-Volumen: 1980: 38 Mrd. US$. 1990: 115 Mrd. US$. 1996: 289.88 Mrd. US$ 1997: 325,16 Mrd. US$ 1998: 323,95 Mrd. US$ 1999: 360,63 Mrd. US$ 2000: 472,29 Mrd. US$



Wachsen in China die Bäume in den Himmel? Peter G. Achten, Asia-Correspondent Swiss National Radio and Ringier Media
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– Über 9% GDP-Wachstum in den letzten 25 Jahren und – laut den meisten Ökonomen – gute Aussichten, dass dieses Wachstum auch in den nächsten zwanzig bis dreissig Jahren andauern wird. – Ein fast unversiegbares Reservoir an – meist, aber nicht immer – relativ billigen Arbeitskräften. – Optimismus und Zukunftsglauben der Bevölkerung. – Zum ersten Mal in der über zweitausendjährigen Geschichte öffnet sich China – dank Revolutionär und Reform-Übervater Deng Xiaoping – wirklich nach aussen. – Seit dem Beitritt zur Welthandelsorganisation WTO (2001) fortschreitende Integration in die immer mehr globalisierte Weltwirtschaft. – Relativ stabile politische Verhältnisse mit der Herrschaft der allmächtigen Kommunistischen Partei Chinas. – Bodenschätze.



Risiken/Herausforderungen – Umweltverschmutzung (Wasser, Wüste, Luft). – Verschwendung von Ressourcen und Energie. – Überhitzung der Wirtschaft.



– Starkes Entwicklungsgefälle Arm – Reich, Küste – innere Provinzen, Bauern – Städter, Wanderarbeiter – Städter. – Rechtssystem (rule of law) / Politik / Menschenrechte. – Rule by Law, not Rule of Law. – Miserable Corporate Governance. Korruption. – Soziale Instabilität. – Kein soziales Safety-Netz. – Landverlust (40 Mio. Bauern haben Land verloren). Indien, das flächenmässig kleiner ist, hat 30 Mio. Hektar mehr bebaubares Land als China. – Altersstruktur: Derzeit 7,9% der Bevölkerung über 65 Jahre alt, 11% über 60 Jahre alt. – 4-2-1 System, Ein-Kind-Familien-Politik. – Fragiler Kapitalmarkt und fragiles Finanz- und Kapitalsystem. Missallokation von Kapital. Schwacher Bankensektor. – Noch immer schwacher Dienstleistungssektor. – Mangel an ausgebildeten Arbeitskräften. – Kaum Innovation. – Tibet / Taiwan / Nordkorea. – Grossmacht Japan / India. Ökonomische Integration (z. B. Asien/Japan/Taiwan) eliminiert entgegen landläufiger Meinung nicht automatisch historische Differenzen. – Wirtschaftliches Wachstum generiert entgegen landläufiger Meinung nicht automatisch Demokratie (Singapur, Hongkong sowie Japan, Südkorea oder Taiwan zum Beispiel). – Medien kontrolliert von Staat und Partei.
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2001: 509,65 Mrd. US$ 2002: 620,77 Mrd. US$ 2003: 850,99 Mrd. US$ 2004: 1154,8 Mrd. US$ 2005: 1’220 Mrd. US$. Seit 2000 jährlicher Zuwachs: +30%. Handelsbilanz-Überschuss: 2001: 22 Mrd. US$ 2002: 30 Mrd. US$ 2003: 25 Mrd. US$ 2004: 32 Mrd. US$ 2005: 101,9 Mrd. US$ 2006: über 100 Mrd. US$ (geschätzt) Japan, Südkorea, Asean-Staaten haben HandelsbilanzÜberschüsse mit China. USA Handelsbilanz-Defizit: 162 Mrd. US$ (2004) Handelsvolumen EU-China (2004): 135 Mrd. Euro, davon 95 Mrd. Euro Export nach China und 40 Mrd. Euro Import von China. China gehört zu den weltweit führenden Abnehmern von Maschinen, Anlagen, Hightech aus Europa und Amerika (und gefährdet deshalb als Billigkonkurrenz nicht nur Arbeitsplätze....). Aus dem Erlös von 800 Mio. verkauften Hemden kann sich China gerade einmal ein einziges Airbus-Flugzeug A380 kaufen. Von den weltweit Grössten sind alle in China vertreten: Tesco, Metro, Wal-Mart, Carrefour. Erfolgsgeschichte IKEA. Chinas Kohle-Export 2004: 100 Mio. t (Australien jedoch: 220 Mio t). China-Markt weit offener als andere asiatische Märkte (Japan, Thailand). Handel China-Schweiz: 6 Mrd. CHF (2004) mit einem Schweizer Handelsbilanzüberschuss.



– – – –



Mt. Rigi can be reached from Lucerne and Zurich in less than 1 hour! LO R E IS S F O L K N EW: S W p of Mt. Rigi to S H OW on AY night! ID R F ry e v e



Mt. Rigi Railways, P.O. Box 162, 6354 Vitznau, Switzerland TEL +41 41 399 87 87, FAX +41 41 399 87 00, [email protected], www.rigi.ch



Agro/Ernährung



• 80er Jahre:



•



•



•
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China ernährt 900 Mio. Menschen auf 250 Mio Hektar Ackerland USA ernähren 230 Mio. Menschen auf 400 Mio. Hektar Ackerland. 2,5 bis 3 Mio. Bauern verlieren jährlich ihr Land wegen Immobilien-Projekten. Bewässerbares Land: 15,4% 482 Mio. Schweine (2004), das sind mehr als 50% des Weltbestandes. Getreide-Ernte 2005: 484 Mio. t. Baumwolle-Ernte 2005: 5,7 Mio. t. Per capita Nettoeinkommen der Bauern 3’255 Yuan RMB (2005) oder + 6,5% gegenüber dem Vorjahr.



•



•



Geld/Finanzen/Investitionen



• Währungsreserven: 818.9 Mrd. US$ (2005) – das sind •



fast 300 Mrd. US$ mehr als 2003. Heute (2006) hat China auch Japan überholt und ist Nummer 1 mit über 1 Trillion Währungsreserven. Ausländische Direktinvestitionen: 38 Mrd. US$ (2000) 44,2 Mrd. US$ (2001) 49,3 Mrd. US$ (2002)



Located by the Lake of Lucerne! Europe’s first ever mountain railway! Authentic Swiss alpine scenery! Open 365 days!
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47,1 Mrd. US$ (2003) 60,6 Mrd. US$ (2004) 79,1 Mrd. US$ (2005) 84,3 Mrd. US$ (2006 est). Investitionen insgesamt seit Beginn der Reform: 550 Mrd. US$, davon über 100 Mrd. US$ aus Taiwan, weitere 200 bis 300 aus Hongkong, Singapur und anderen Übersee-chinesischen Quellen. Investitionen Schweiz in China bislang: insgesamt 5 Mrd. CHF, damit auf Platz 15 der ausländischen Investoren. Faule Kredite der Staatsbanken 2003: 232 Mrd. US$ geschätzt. Offiziell 20% aller Kredite, eher wohl 45% nach Schätzung internationaler Grossbanken. Hohe Spar- und Devisenreserven: Chinas Sparrate (1997–2005 in %): 40,3 Südkorea: 31,5 Deutschland: 22,1 USA: 13,6 China hat (2005) weltweit die zweitgrössten Reserven an Devisen und Gold. Reserven foreign exchange und Gold: 2006 erstmals über 1 Trillion (tausend Milliarden). Öffentliche Schulden: 24,4% des Bruottsozialprodukts BSP (2005 est.) (continued on next page)
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• Auslandsschulden: 252,8 Mrd. US$ (2005 est.) • Wechselkurs: seit 1. Juli 2005 in engen Grenzen •



floatend. Von 8,2 Yuan Renminbi bis heute (Anfang Dez. 2006) auf 7,8 Yuan Renminbi pro US$ angestiegen. Current Account Balance: 160,8 Mrd. US$.



Bewaffnung / Armee



• •



einer zunehmend modernen Wirtschaft mit seiner alten Bauernarmee begnügen wird? (Budget 2004: 30 Mrd. US$ / Japan 60–90 Mrd. US$.) Insgesamt aber: rd. 81,5 Mrd. US$ (2005). Militärausgaben/Anteil GDP: 4,3% (2005).



Medien/Internet/Telecom



• 368 Mio. Handys (2005). 420 Mio. Handys (2006).



•



• • • • •



davon rd. 70 Mio. Broadband Users.] In den USA sind 2/3 der Amerikaner Internet-Users, in China sind das derzeit rd. 1/10 der Bevölkerung. Zugang zum Internet auf dem Land: 2,6% der Bevölkerung, in der Stadt: 16,9% der Bevölkerung. Nationaler Durchschnitt: 8,5% der Bevölkerung. 40’000 Internet-Polizisten (Zensoren) 270 Mio. Festanschlüsse (2005) 360 Mio. TV-Kabel-Haushalte (2005) 520 Mio. Radio-Apparate 560 Mio. TV-Apparate



Umwelt
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• 90% aller Gewässer verschmutzt. • Wald: noch 17% (globaler Durchschnitt 27%). • Holzlieferanten Chinas: Burma, Indonesien,
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• Tibet-Eisenbahn von Golmud nach Lhasa 1’142 km (3,1 Mrd. US$).



• Gesamtes Eisenbahnnetz 75’000 km, davon – 18’000 km elektrifiziert.



• Kanäle und Wasserstrassen: 130’000 km. • 1,8 Mio. km Strassen, davon



• Kann jemand ernsthaft glauben, dass China sich bei



• 130 Mio. Internet Users (2006). [1993: 2’000 Users,
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Transport



•



Russland, davon 40% illegal aus Indonesien. Von den weltweit am meisten verschmutzten Städten befinden sich 16 in China.



• • • • • • • •



– rund 400’000 km asphaltiert und – 30’000 km Autobahnen (2004). – In Bau oder in Planung: 160’000 Strassenkilometer (2004). Autos landesweit: 27 Mio. (2004) 140 Mio. (2020). 6,6 Autos pro 1’000 Einwohner (China 2004). 133 Autos pro 1’000 Einwohner (globaler Durchschnitt 2004). 700 Autos pro 1’000 Einwohner (USA 2004). Auto-Produktion China: 1,97 Mio. Stück (2003). Nachfrage 2006: 2,6 Mio. Stück. Produktion 2006: 4,9 Mio. Stück. Nachfrage 2007: 7 Mio. Stück. Produktion 2007: 15 Mio. Stück (incl. Trucks). (Produktion USA 2003: 17 Mio. Stück) Autos Beijing: 2,5 Mio. (2004), davon 1,3 Mio private Autos. 2,9 Mio (Nov. 2006). Verkehrstote: Nr. 1 weltweit. In ganz China derzeit (Nov. 2006) 65 Mio. Kraftfahrzeuge. Prognose für 2020: 150 Mio. Kraftfahrzeuge.



Kommunistische Partei Chinas KPC



• Gegründet: 1921 in Shanghai • 69,7 Mio. Mitglieder (2004) 71,2 Mio. Mitglieder (2006)



• 170’000 diszipliniert (2004). Miscellaneous



• 63% der Chinesen sehen die USA positiv. • 500 Mio. Chinesen haben sich noch nie die Zähne geputzt.



Energie



• Derzeit gibt es keine Anreize zum Sparen, da meist zentral geplante Preisstruktur.



• Kohleproduktion: +17,3% (2004) Elektrizität: + 14,5% (2004).



• Kohle ist Chinas Hauptenergiequelle (67% / globaler Durchschnitt: 25%).



• Energiemenge, um 1 Dollar GDP zu generieren, ist in • • • •



China 3mal höher als in den USA und fast 7mal höher als in Japan. China hat die niedrigsten Strompreise der Welt. China verbraucht 1/7 des Erdöls weltweit. Erdölkonsum pro Kopf (2005): 1,9 Fass pro Jahr. Durchschnitt OECD: 15 Fass pro Jahr. Erdölverbrauch: Ein Amerikaner verbraucht im Durchschnitt mehr als das Doppelte eines EU-Bürgers und 13mal so viel wie ein Chinese.



• Glace-Verbrauch: 20% der Welt. • 350 Mio. Raucher. Chinas Erfindungen



• Papier (200 v. Chr.) • Porzellan (300 n. Chr.) • Magnetkompass (300 n. Chr.) • Gusseisen/Hochöfen (4. Jh.) • Stahl (6. Jh.) • Buchdruck mit beweglichen Lettern (750 n. Chr.) • Schwarzpulver (1000 n. Chr.) • Papiergeld/Checks (11. Jh.)
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More power for your intercontinental freight. DHL Global Forwarding. DHL connects continents for you. With DHL Global Forwarding, the leading specialist in intercontinen-



tal air and ocean freight worldwide. More power means more innovative products, more service, financial and IT solutions coupled with a global network spanning over 220 countries – all from a single source. We set the standards in quality and security. So if you need more expertise for your intercontinental freight, choose DHL Global Forwarding: www.dhl.com
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Europe and China Partnership, Competition and Leadership Below the reader finds a speech by Peter Mandelson held at the Tsinghua University Beijing during his visit to China as Europe’s Trade Commissioner in November 2006.



An intelligent understanding of the question of China Almost exactly eighty-six years ago this month, in 1920, before Tsinghua University moved to Changsha and then back here to Beijing, the outstanding British philosopher and political thinker Bertrand Russell gave a lecture here at this university. It was part of his year in China lecturing on China’s future development at the end of which he wrote a book about his impressions. He called the book The Problem of China and I searched out a copy while I was preparing for this lecture. Partly because I wanted to see what an educated European and Englishman might have made of China those eight decades ago. Partly because I wondered what advice he had for his fellow Europeans in seeking a partnership with China. It’s a very dated book, but some words from the introduction leapt off the page at me. Russell wrote: “China has an ancient civilisation which is now undergoing a very rapid process of change… Chinese problems, even if they affected no one outside China, would be of vast importance, since the Chinese constitute a quarter of the human race. In fact, however, all the world will be vitally affected by the development of Chinese affairs. This makes it important to Europe, almost as much as to Asia, that there should be an intelligent understanding of the questions raised by China, even if, as yet, definitive answers are difficult to give.” I think we are now moving towards those definitive answers. Back in 1920 Russell sensed that China was on the verge of integrating into the international system of nation states. He knew that it was looking for a way to balance rapid industrialisation with the preservation of the social and cultural balances in what was then a largely agricultural society. But what strikes me is that these words could nevertheless have been written yesterday. In fact, they almost certainly were written in some variation yesterday in a European or America newspaper or journal. Or spoken by a politician or a policymaker. These questions are on everyone’s lips. The course of the twentieth century, and the course of war and political upheaval in China have delayed China’s full integration into the international system. But we have now come back to a point where the need for an intelligent understanding of the questions raised by China’s



growing weight and confidence are once again at the forefront of debate. Today I would like to offer some tentative answers. In a positive way, because I am a “China optimist”, not a China fear-monger. This is the spirit and attitude of the European Commission’s recently published policy on China which is the basis of my approach. You can sum it up like this: Europe and China are competitors. We are also partners. Together, we share global responsibilities.



China comes back to the centre For the rest of the world it is now unarguable that China’s temporary move to the periphery of the international system is over. In a nutshell – and this is the core of my remarks – you could identify any global problem we face and you will find that China is an essential part of the solution, with a role in framing the international agenda and assuming new leadership responsibilities as it does so. China’s international isolation ended for all intents and purposes in 1978 with the Deng Xiaoping reforms and the reasoning that if the Chinese economy could develop the market mechanisms necessary to produce sufficient surplus for export it could spend the income on modernisation at home. That simple economic idea when applied by, and to, the genius of a billion Chinese has become the engine for the single fastest economic transformation the world has ever seen. China’s economy has been growing at around 9% a year for two decades and its share of global GDP has risen tenfold. This has powered China’s emergence at the heart of the global economy and the international trading system. As China and the other emerging economies catch up with the developed world, we are witnessing the creation of a truly multi-polar economic world, and politics is following closely behind. China is an active geopolitical player not just across Asia but increasingly in Africa and also in Latin America. Its competitive exports are restructuring all our economies and changing the dynamics of global trade. It is impacting on every continent. It is no longer possible for China to shut out the world or behave as if it were outside the system looking in. China’s decision to accept a full stake in the existing international trading and collective security system will help decide how effective those systems are or, indeed, whether they continue to exist in their current form. That’s why China has no option but to choose effective leadership and shared responsibility in the world. In growing into its global role, China has not rewritten or bent the laws of economics. The same export led growth and heavy capital investment produced the same results three decades ago in South Korea and Taiwan, and
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EU Trade Commissioner Peter Mandelson (l.) with China’s Trade Minister Bo Xilai (r.) during his visit in Beijing in November 2006.



they are producing the same results today in Malaysia and Vietnam. But the difference in China is one of sheer scale. China today welds more steel, pours more concrete and burns more coal than any other country in the world. Twenty years ago Europe traded almost nothing with China. Today China is Europe’s single biggest source of manufactured goods. By the end of this decade China will be the largest exporter in the world. This economic growth has lifted more people out of poverty more quickly than any economy in history, which is something we should all celebrate. Last year 80 million Chinese people bought a new cellphone, and China has more broadband subscribers than any other market in the world outside the United States. Which means that all of you will live lives your grandparents could not even dream of. China’s policy makers and leaders have recognized that this rapid economic change is creating huge social and environmental challenges. Economic inequality and regional disparities will be a growing source of social pressure, as will the projected tide of internal migration to China’s growing cities, which is projected to reach 300 million people by the middle of this century. But the challenges are not only domestic. The rest of us are not idle spectators in this process, because it will have profound implications for our lives, our economies and our shared environment. It is right that Chinese policy makers combine confidence and pride in China’s growth with a sober sense of the immense social and environmental challenges that lie ahead. China is a supertanker, but it is steering through narrow straits. And those straits are peopled by those living on and around this and every other continent.



China’s future; everyone’s future So, my essential point today is that Europe and the rest of the world have a huge investment in working with China as it sets its course. How the European Union and the United States, in particular, respond to China’s rise and to the shift it has provoked in the global geopolitical and economic architecture will be as decisive as China’s own choices. And I say European Union advisedly because challenges like energy security, the environment and migration are subjects where only collective European action can be effective – not just that of individual European nations. Here the European Commission has to give leadership. China needs a continental partner in Europe; Europe needs a continental policy on China. And both of us need the active engagement of the United States. For this reason it is immensely significant that the US has moved to foster greater strategic engagement with China, a move cemented during the US Treasury Secretary Hank Paulson’s recent visit here. One very fundamental reason for this shift is clear. China is now the largest foreign owner of US government and corporate debt after Japan. The economic interlocking is deepening every year. China operates both as a manufacturing finishing shop for Asian and foreign companies and as a sizeable export market for European and US capital. China’s growth is dependent on Chinese and foreign-owned companies in China exporting to the huge markets of the United States and Europe. This is why those who think that in trade it is easy to or even possible – let alone desirable – to target one particular country’s goods are living increasingly behind the times.
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But – and this is the point I want to underline – our interdependence is also ultimately a political one. We have a joint stake in managing the global economy and maintaining a stable and equitable world. And China is now in a position not only to accept new responsibility in these areas, but also to show strong leadership. I want China to do so. For example, as a member of the WTO China is guaranteed open and stable access to global markets. But China could do more in return, for example by playing a much more active role in helping to steer the WTO negotiations in the Doha Round. In its international diplomacy China has been increasingly rising to the vocation implied by its permanent seat on the UN Security Council. It has taken the lead as a mediator with North Korea. It has also contributed to the UN-mandated peace-keeping force in Lebanon. Last weekend’s Sino-African Summit here in Beijing was a reminder that China’s appetite for energy resources and raw materials has provoked a flow of Chinese investment and engagement beyond its continental frontiers, especially in Africa. Now China’s presence in Africa should evolve into a wide and responsible contribution to Africa’s development challenges. I welcome the steps in this direction that China has announced. In every sphere, we are seeing fresh evidence that global challenges do not respect national borders, and nowhere is this more obvious than in respect of the world’s energy resources and the related issue of climate change. Europe and the United States have a huge responsibility to set a good example. But a country like China that produces a new coal-fired power station every week, and will be the world’s biggest emitter of carbon-dioxide by 2030, is a country with a central role in addressing the emergency of climate change. China is already a net energy importer and its energy needs will continue to grow. China’s energy policy will have to reflect our joint responsibility for managing what is both a finite resource and the key element in climate change. The incontrovertible evidence assembled in the UK and published in the report by the international economist, Sir Nicholas Stern on the economics of climate change leave us in little doubt that global warming is an issue for humankind of a political order of magnitude probably greater than any other. But the same logic of responsibility and leadership applies to migration. Or organized crime. Or international terrorism. These are questions on which China has not only major national interests but also clear international responsibilities – and a new capacity to act.



China, Europe and the United States In this context, I want to develop my belief that on all of these questions China, Europe and the United States should maintain a closer dialogue and have the potential to act more in concert, offering the three poles of a global response. Such a partnership would demand a new order of engagement between us. Two developments should be stressed. The first is, as I have noted, Treasury Secretary Paulson’s signalling – indeed from this very podium – of new engagement in



US policy towards China which will commit the US administration to taking on powerful antagonistic constituencies in the United States. The second development is the European Union’s renewal of its own clear call for partnership with China. I am here in Beijing to present to my Chinese counterparts the new policy documents that the European Union has recently published that set out our future political and trade and investment agenda with China. This includes the launch of negotiations on a new Partnership and Cooperation Agreement between China and the European Union, and a radically updated set of agreements on trade and investment, which I am discussing with Minister Bo Xilai this week. I believe he shares my tough-minded but positive vision of where we need to take this. Because this new EU-China strategy contains the now familiar but demanding messages on human rights and improved market access, it has been seen by many as a hard line. And it is tough where it needs to be, in areas like social and political freedoms, intellectual property rights and fair trade. But it is emphatically a message of partnership and joint responsibility. And from that perspective our often difficult debate on issues like fundamental rights and market access must be seen not as the totality of our relationship, but as the frank dialogue that is needed to allow us both to build a partnership for global challenges but also to help ensure China’s own internal stability – for the region and for the world’s sake. We have backed the “Harmonious Society” concept and ongoing efforts to reform and open up. I believe Europe, as an intelligent critic, will be above all, a constructive ally of reform.



Managing our commercial relationship I want, in the concluding section of my remarks, to focus on our commercial relationship not only because this is my own area of responsibility but because, if our trading relationship is not handled properly, it is capable of seriously impeding – even jeopardizing – the development of our wider relationship. China’s rise has exerted serious pressure on many European industries, especially in labour intensive manufacturing. European companies are being forced to adjust, to move up the value chain and invest in their comparative advantages in design and high-tech, high quality production. This is a painful adjustment for many and it is generating real political pressures. China is forcing us to compete harder both for our own markets and for export markets. China is the major challenge for almost any exporting European business that still wants to be a business in ten years’ time. So, many Europeans see China as a globalisation scare story. But the economic evidence suggests China is actually a globalisation success story for Europe. Why? Because many European companies also invest and produce here. Our importers and retailers buy here. Competitively priced inputs from China have also lowered costs for European processing industries and cheap Chinese goods have lowered costs for European consumers, which has kept a downward pressure on inflation and interest rates. One study in the Netherlands sug-
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gested that cheaper Chinese goods save the average European household about € 300 every year – and those benefits accrue mainly to poor households in Europe who most value the savings. Most importantly, China is also a growing magnet for our own trade and investment, not least because China’s growing numbers of discerning middle class consumers are a key market for the things that Europe produces best. Take my word for it – if you are not already doing so, in ten years time you’ll all be drinking European wine and eating French cheese, wearing smart Italian clothes and shoes and driving German cars. And much else besides. But there is also a growing perception in Europe – and I hope Chinese leaders will not ignore this – that China and Europe do not trade on genuinely reciprocal, equal, terms. That China does not always trade fairly. That European companies, goods and investment are too often unfairly blocked from the Chinese market by various non-tariff barriers. When I went to Shenzhen earlier this year I was struck by the fact that for every four containers leaving China for Europe, three were returning empty. And, to be frank, I don’t think European entrepreneurialism is the problem. I am the first to accept that China is already far ahead of almost all other emerging economies in opening its market to trade. But China’s benchmark is not to be found in the developing world. By 2010 China will be the world’s biggest exporter. It plays in a different league. The expectations are higher. Five years after its accession to the WTO, despite a lot of implementation work, China has still not fulfilled some of its commitments and the EU will push to see these met. China can still do more to open its markets and liberalize trade in services and investment. And it will gain from that, as liberalization translates into higher living standards. We also expect China to compete fairly – to ensure that massive state intervention and distortion of costs and prices does not provide Chinese companies with an unfair trading advantage. Europe has no interest in challenging the exercise of legitimate comparative advantage in labour or production costs. That is tough competition but it is fair competition and we will respect it. But Europe will defend itself against unfair trade – just as China does all the time, and just as we are entitled to do under WTO rules. Europe also needs to see tougher action on counterfeiting in China, which is a ball and chain on EU competitiveness and a growing problem for China itself. Last month China overtook Germany to become the world’s fifth biggest filer for patents. So increasingly the Chinese government is seeing a joint interest in fighting this illegal activity – but we need to see more enforcement of the law. There are other structural trade barrier issues that Europe will continue to urge China to address. The focus on export-led growth rather than domestic consumer demand, and high levels of precautionary saving by Chinese consumers restrains the important development of a growing consumer economy and acts as a brake and barrier to others’ exports to China which would re-balance trade. China’s banking system and financial infrastructure is bending under the strain of rapid development and needs urgent reform.



This no doubt sounds like another list of foreign complaints and demands. But our recent trade and investment strategy makes it clear that there are responsibilities on both sides. Europe for its part must commit to helping China assume full market economy status and offering open and fair access to China’s exports, and it must adjust to the tough Chinese competitive challenge. We have to take on our own protectionists, because we cannot demand openness from China from behind barriers of our own.



Conclusion: Europe and China In other words, the challenge for Europe and China lies in balancing partnership with competition. A frank debate on values with a clear understanding that we make up between us a quarter of humanity, and that we share a fragile and threatened planet. Our current political contact, and the infrastructure of our bilateral political relationship, is not yet strong enough, or intensive enough, in my view, to bear the weight and challenges of this partnership. This needs to change. I’ve always suspected that part of Europe’s problem in dealing with China begins with incomprehension. We studied Confucianism. We modelled our civil services on the mandarins of Chinese government. We imported your porcelain and then we imported the tea to drink from it. But the understanding of China in Europe is still too often as two-dimensional as the lacquered images of China on a porcelain tea cup. That will also have to change. This university was founded to prepare students to travel and study abroad. In the twenty first century – which will be your century – it must take up that vocation. And Europe needs to send its own in return. The flow of knowledge and experience, and the building of trust between China and Europe is the foundation of effective partnership. Like most Europeans I can barely grasp what it must be like to be living in a society that is changing so fast, in such fundamental ways. Europe’s own industrial revolution is not only outside of living memory, but it happened in slow, slow motion in comparison to what you are living through. What is absolutely fundamental – and Bertrand Russell was at least right about this in 1920 and it is even more true now – is that the whole world will be affected by Chinese affairs. However we frame the questions raised by China’s dramatic rise, the one thing we know for sure is that all our destinies are intertwined. China and Europe have no choice but to answer those questions together. And we must join urgently with others in doing so.



About the speaker: As European Commissioner for Trade, Peter Mandelson is responsible for the European Union’s external trade policy. His job involves negotiating EU trade policy on behalf of Europe’s 25 member states. As a global trading power and the world’s largest market, Europe’s trade policy is an important instrument for shaping the economic world.
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Connecting China and Europe Industry Corp. and one of the meeting’s co-chairs, said “Chinese companies have a long way to go when it comes to investing in Europe”, Another co-chair, Ronnie C. Chan, Chairman, Hang Lung Group Limited, Hong Kong, commented: “China and Europe should work well together, politically and economically. The only missing element is perhaps better understanding of each other. The China Europe Business Meeting helped in this regard.”



SBR: How do Chinese companies perceive globalization?



Dr Frank-Jürgen Richter is President of Horasis, which advises companies seeking to expand their operations in Asia, Europe and North America. He has lived and worked in Asia for almost a decade, principally in Tokyo and Beijing where he managed operations for European MNCs. A former Director of Asian Affairs for the World Economic Forum in Davos, Richter established the China Europe Business Meeting in Geneva, which brings together 250 European and Chinese company presidents and CEOs to discuss global economic issues.
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A sought-after analyst and speaker on Asian and global affairs, Richter’s most recent books include: “Asia’s New Crisis” and “Recreating Asia”.
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SBR:What were the key discussion points at this September’s China Europe Business Meeting (CEBM)? F-JR: This year’s CEBM focused on Chinese firms’ endeavours to go global. Globalization has become the key word for many Chinese companies with many aspiring to propel themselves from national champions to global winners. Be it Lenovo’s acquisition of IBM’s computer business, Nanjing Automotive buying Rover or TCL taking over assets of Thomson and Alcatel, Chinese firms are showing their global ambition. And they are right to do so; with the opening of world markets and the continued globalization of services, they might risk failure if they do not have real global scale. Keen to expand faster and further than even the local market allows, they are setting their sights on Europe, which offers strong infrastructure, relatively stable politics and opportunities to buy cutting-edge technology, well-known brands and ready distribution channels for Chinese goods. Ren Hongbin, President of China National Machinery



F-JR: CEOs of Chinese companies are very fond of globalisation. I meet Chinese CEOs a lot in my work helping Chinese companies better understand international business and to structure finance for deals overseas. They are not usually concerned to recruit the people or in the manufacturing aspects, but in purchasing the foreign brand and technology. It’s a good opportunity to get hold of good brands. Not all deals are well executed, though. I think the Rover deal by Nanjing Autos will be difficult to make work. Usually, the Chinese want to buy cheap assets and sometimes don’t understand how to integrate companies. I think sometimes they need to pursue greater due diligence. But they are catching up – and starting to hire the best consultants and investment banks.



SBR: Now two years’ old, how do you see the CEBM evolving in future? F-JR: It is the first independent, international meeting of Chinese and European CEOs to conceptualize Chinese companies’ rise to global eminence. This year, 125 CEOs and board-level executives from Europe exchanged views and ideas with a similar number of executives from China. The first China Europe Business Meeting, held in 2005, was initiated by the China Federation of Industrial Economics and Horasis. This year’s meeting developed into the foremost annual gathering of Chinese business and political leaders and their European counterparts. It is a vehicle for Chinese firms to scout business opportunities in Europe and develop into multinational corporations, and helps define the perspectives for Sino-European trade and the impact on business. Chen Feng, Chairman, HNA Group and one of the cochairs, said: “The meeting serves as a catalyst for Chinese firms to go global.” Overall, the meeting’s success will be determined by the months to come, as firms pursue the tasks they have laid out. As Alan G. Hassenfeld, Chairman of Hasbro, remarked, “Chinese firms hold the seeds of economic dynamism in their hands already”. The challenge is now to convert this optimism into longterm sustainable growth.
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SBR:As Chinese companies become more globally integrated, will the world need new institutions – and how will China participate? F-JR: This is a good question. The G8 will soon admit China, although China didn’t really want to become a member of the G8, or G9, as it is still a developing country and it felt that by joining the G8 it would lose this status. China looks at what institutions it feels that it will need. Look, for example, at the Shanghai Cooperation Organization; some people say that it is a counter organization to NATO, since it includes all the central Asian countries and other regional players, and they will want to put forward their own standards and commitments. It has been interesting to see the development of the Boao Forum in Hainan Island, which is basically a localized version of the Davos World Economic Forum. The idea is simple – to invite Asia’s leading politicians and businessmen to come once a year to Chinese soil. Many people thought it should be in Beijing, but that would be too obvious, so they are doing it further afield, in Hainan.



SBR: The first phase of the WTO accession era is nearing an end, do you think China will now start to adopt its own standards? F-JR: China is establishing new standards in all areas of the economy. Take technical areas, such as semiconductors and software. China doesn’t want to be dependent on companies like Microsoft and is very much supporting Linux and open-source software. It is also developing its own standards in telecoms. China will certainly push its standards. It is trying to evolve the economy to focus not just on manufacturing, but on developing a technology and innovation strategy for the future. Part of this involves inviting western companies to share technology and do joint research. Companies like Huawei take research very seriously. When you go to their head-quarters in Shenzhen, it’s all brand new, but the outstanding thing for me is the number of expatriates working there who were hired from foreign competitors. Huawei reinvests around 25 per cent of turnover into research, which is a mind-blowing figure. It wants to lose China’s image of copycatting and develop proprietary technology, IP and standards.



SBR: How can China overcome the copycat legacy? F-JR: I think it will happen in the main industries, such as consumer electronics and telecoms. The big Chinese brands know the importance of both IP and reputation. It won’t happen for small companies exporting through different channels and aiming for quick profit. The government is fighting against counterfeiting, but you can’t really control it, especially in places far away from Beijing and Shanghai. In the 1990s, I worked in Beijing for a manufacturing company producing power tools. We discovered copycat companies producing fake products, but as soon as the factories were closed down, they reopened in a neighbouring village.



SBR: Branding in China is still finding its feet. How do you see Chinese brands developing? F-JR: Well, for internationally competitive Chinese brands, I think you would look firstly at energy, such as CNOOC and Sinopec. In consumer goods, Haier, TCL, Hisense and many others. The chairman of Haier has questioned whether it should build and create or buy a new brand, as there is a concern that Haier is perceived as too Chinese. One strategy for Chinese companies at this stage of development is to buy a foreign brand. Another strategy is build a Chinese brand and have a more international name, like Lenovo, which sounds Latin or Spanish. Chinese companies are investing into brands to get rid of this image of being cheap, and to present themselves as being at the forefront of new technologies. Alibaba is a good example. It is a very well-managed company and the business model is compelling: an online trading platform for Chinese companies, opening a great door to the west. China Mobile is the world’s largest mobile phone company and is actively looking for acquisitions. It wants to become a global, not just a Chinese, brand. Hainan Airlines recently rebranded as Grand China Airlines and tried to buy Malev, the Hungarian airline. It pulled out because that company is in bad shape, but its strategy is clear – to buy a European airline. It is hungry for foreign investors, because it knows that forces a raising of standards and services.
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SBR: China-India relations is a topical issue. How do you see this developing? F-JR: They have two different economic models. China is very much state-driven, India is more driven by private companies with less state planning. Two Harvard professors recently said that the Indian model is better, as it is slower and more careful and entrepreneurial. But neither model is static. China has many dynamic private companies and excellent entrepreneurs, and the future of its economy lies with private industry. India, however, is moving towards the Chinese model with more and better planning and better cooperation between government and business. So Indian and Chinese models are coming closer together. You can already see investment between the two countries, particularly in IT. China is building its own IT outsourcing industry – though it’s not happening as fast as it did in India – and plans to build Dalian into a Chinese Bangalore. Indian companies are participating in this drive. InfoSys is investing substantively in China. I don’t see yet many Chinese companies investing in India, but I am sure they are interested in energy-related companies. At the end of last year, Kazakhstan’s energy company was bought by China National Petroleum in cooperation with an Indian oil company. This was the first time that a big Indian and a big Chinese company shared a common strategy in acquiring a foreign asset. I think we might see this type of cooperation again in future.



(continued on next page)
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SBR: And China and U.S. relations? F-JR: This is a big question for the future of the world economy. China wasn’t a theme at the last U.S. election, but it will be in future. In the United States, left and right are coming together to discuss containment of China. The China Economic and Security Review Commission is researching how to constrain China’s rise. I’ve been there; it has people from the entire political spectrum. On the business side, I can see big European and U.S. companies moving their HQs to China, once the whole legal framework becomes more mature. ABB, for example, has moved a global division to Shanghai and its president is resident here. This is a first step. I spoke with a



major professional services company run out of the United States and said they should move their HQ to Asia, as that’s where all their clients will be in future. Given Shanghai’s development as a future financial centre, a lot of analysts will soon sit there to write about world issues. Interview by Shanghai Business Review with Dr Frank-Jürgen Richter, December 2006 visit also www.horasis.com



Life Sciences Partnering China & Europe The Life Sciences Partnering China & Europe programme is supported by the European Commission’s Directorate General for Research and organised in partnership with the European Federation of Biotechnology (EFB) and the China National Centre for Biotech Development (CNCBD), the life sciences agency of the Ministry of Science and Technology of the People’s Republic of China. Its aim is to promote partnership, joint ventures and collaboration between emerging European Biotech SMEs and their development agencies promoting the European biotech industry and the Chinese life science industry. The next event will be in Shanghai from 16th – 17th April 2007. The Chinese Partnering Event II of the Life Sciences Partnering China & Europe Programme will take a delegation of top European life sciences businesses, pharma companies, development agencies and investors to Shanghai in order to – promote a dynamic & professional image of the European biotech sector to a relevant Chinese audience, – allow these leading European contacts to present their activities & partnering possibilities, – arrange direct one-on-one discussions between the European delegation members and selected potential Chinese partners. The rationale behind the event is the recent emergence of biotech in China as an emerging player on the international market. Promoting international cooperation and facilitating partnerships will advance the Biotech sectors in both regions. The emphasis facilitated contacts



with viable partnering prospects within China. This unique event, free of charge for all participants, will take place on 16th –17th April 2007 in Shanghai, China. Some 300 European and Chinese delegates from leading innovative life sciences companies and corporations will join, but also from science parks, government agencies, advisory and investment firms. This is an excellent occasion for companies of all sizes to start or increase their business network in one of the world’s largest markets and to secure their company’s competitive advantage. Life Science Partnering China & Europe allows participants to pre-arrange one-to-one meetings with the business partner of their choice, so they can make the most of their time. Your members are set to benefit by using this opportunity to establish scientific or commercial partnerships, to create financial links, to enter the global market or to start product development and distribution joint ventures. For more information please visit the event website or contact: Aurélie Manzi Project Coordinator Place E. Flagey 7, 1050 Brussels, Belgium Direct: +32 (0)2 643 36 99 Main: +32 (0)2 644 65 80 Fax: +32 (0)2 644 65 81 Email: [email protected] Web: www.e-unlimited.com
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Fuelling China’s Growth The Chinese Quest for Energy Resources Below the reader finds a speech by Dr. Daniel V. Christen, Past President of the Geneva Chapter of the SwissChinese Chamber of Commerce during a convention on International Law and Politics “The Quest for Energy” at the University of St. Gall in December 2006.
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In 2004, China National Petroleum Corporation closed a deal that secured it an 11% stake in a proven oil field in Sudan. Shortly thereafter, the UN Security Council stopped short of imposing sanctions on Sudan in punishment of human-rights abuses in Darfur. Incidentally, China is one of the veto powers in the UN Security Council. In 2005, China National Offshore Oil Corporation extended an offer of USD 19.6 billion in cash to acquire the ninth-biggest US oil firm, Californian Unocal, which has large production operations in Asia. Eventually, the White House vetoed the bid through the treasury-chaired Committee on Foreign Investment in the United States (CFIUS) as “against national interests”. As in many fields, Chinese actions do not go unnoticed. And when it comes to energy, quite frankly, China seems to be at the source of actions that are sometimes perceived by the West as out of the ordinary, and often as menacing. Why is that so? The following proposes to adopt the Chinese point-of-view for a change, to clear facts from fiction and to enable us all to better understand, and be better able to assess and put into context, how China is fuelling its growth through its quest for energy resources. In the early 80ies, China was just emerging from a decade of the “Cultural Revolution”, a period marked by turmoil and agony for all Chinese but a select few. China displayed virtually no economic activity to speak of, let alone any social prospects guaranteeing a better live for



the Chinese people. With Mao Zedong dead and his official wife Jiang Qing and her “Gang of Four” imprisoned awaiting trial, Deng Xiaoping was now firmly in power and had gathered his most trusted comrades around him. Together, they finally set-out to implement what they had already devised in 1962 when they convened the “Conference of 7’000 Experts” in Beijing. This meeting was to devise a way to develop China economically and socially. Sure enough, its recommendations were brushed under the table as “the first step back to capitalism” in one single outburst of anger by then paramount leader Mao Zedong. At that conference, however, it was agreed that China should first and foremost need to develop its economy to feed the hungry masses. Social development should have to wait until a middle class had emerged that was ready and mature to assume political responsibility as well. The magic tool was the cleverly and ideologically concealed “Household Responsibility System”. It gave Chinese farmers back their previously collectivized farmland and encouraged and empowered them to do what they were best at: To grow the foodstuff needed to feed a growing Chinese population. This priority prevails to this day, and will so for the foreseeable future: China has made the conscientious decision to put economic before social development until its development would have reached that of a medium European country. And all social, and therefore also political or democratic, development would have to wait until later. It thus becomes evident that this deliberate choice of “economy first, democracy later” is at the heart of many a Western misunderstanding of Chinese actions and positions. One may not want to agree with this Chinese paradigm easily, but neither can anyone have an interest in seeing China falling to pieces as the Soviet Empire did in the late 90ies. Today’s Chinese leadership has observed that unwanted development very attentively indeed, and is deeply marked by what they perceived as a horror vision for China. Since the early 80ies, China set out on an unprecedented path of economic development. A compounded GDP growth rate of 7% over more than two decades has turned the country into the third largest trading nation after the USA and Germany. One out of every eight cargo ships that sail from China to the USA is carrying goods for American supermarket giant Wal-Mart. And were Wal-Mart a country instead of a company, it would be China’s eighth largest trading partner, outranking Russia, Australia and Canada. This successful interconnection with global trade has also made China the first country with foreign exchange reserves in excess of USD 1’000 billion. Today, more people are using the internet in China than in the USA. And in 2005, 220 billion mobile text messages were sent around China. Such forced growth often reminds us of the development Europe experienced after the 2nd World War. And the same mis-
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takes are made, too, leading to environmental problems at a magnitude that is more than worrying. The Chinese government itself has recently stated that 90% of all rivers in China are so polluted that their water can not be safely used. Looking forward, where does a 9% compounded GDP growth rate take China over let’s say the next 25 years, provided it can successfully tackle all the problems that tag along with its development? Over the next 20 years, its share in global trade would grow from four to ten percent. In other words, by 2025 China would be the second largest trading nation behind only the USA, rather than the tenth largest today. China’s economy would likely overtake Germany in absolute size of GDP by around 2010, its archrival Japan by 2015, and very long term the USA by 2040. All of this takes tremendous energy. Certainly, the industriousness of China’s population, now enabled by Deng Xiaoping’s famous quote “getting rich is glorious”, means plentiful of energy. But beyond human inspiration and zest, it also takes physical energy to drive what is probably the largest industrialization the planet has ever seen. Where would that energy come from? Today, 80% of the energy needs of China are covered by using coal, of which China sits on the world’s largest reserves. Burning coal, with often less than space age technology employed, of course produces massive emissions, CO2 and others. Another 16% of China’s energy is derived from water, clean, abundant and renewable from the Himalayas. But hydro-electric power comes a long way from the scarcely populated, underdeveloped Himalayan foothills in the Southwest to reach the densely populated and industrious coastal regions in the East. And large projects such as the “Three Gorges Dam” are contested by many inside and outside of China. The remaining 4% of China’s energy needs are covered by nuclear power plants. But, for the time being China depends on foreign technology to build and operate them in a responsible and efficient way. So, if China can cover its energy needs with its own resources, why then has China become the second largest consumer of oil and gas, ahead of Japan and just behind the USA? It is China’s industrial base, the “Factory Floor of the World”, that is gobbling up vast amounts of petrochemicals. It is needed to make everything from fertilizers to Barbie-dolls. And much of it goes into exports to Western consumer markets. It is therefore all of us who participate in driving China’s thirst for petrochemicals. This should prevent us from blaming China as the single culprit for raising prices at our gas stations. But, it is true that Chinese have fallen in love with cars, just as Westerners have done some decades ago. There are now about 30 million automobiles on Chinese streets already. And GM expects the Chinese car market to surpass the US market by 2025. Though there are only 6 million privately owned cars blowing their horns in the congested streets of China’s urban areas today, some 74 million Chinese families could actually afford to buy cars. Add to this the robust appetite for diesel in agriculture and construction, and the jet fuel needed to transport people and cargo across Chinese skies, and you will understand why China became a net oil importer ever since 1996.



China has oil deposits, known and suspected, tapped and untapped ones. The largest tapped reserves are the “Daqing Oil Fields” in Northeastern Manchuria discovered in 1959, and the offshore fields in the Bohai Gulf exploited since 1979. Today, however, productivity and output are in decline, and these reserves will probably to be depleted within ten years. There are untapped petroleum pools yet in China: Those in the “Tarim Basin” in the Western “Taklamakan Desert” are proven, but uneconomic to drill even at today’s high oil prizes. The “Spratly Islands” in the South China Sea have oil, too. But the sovereignty over the islands being disputed by China, Malaysia, the Philippines, Taiwan and Vietnam, commencement of large-scale exploitation is no immediate option either. This leaves China no other alternative than to look for oil and gas outside its own borders. A first choice might be buying oil on the open market. But, China does not want to become hostage of sharp price raises as are Korea and Japan. China fears the negative impact on its still lesser developed economy. Instead of buying in the open market, long term supply contracts could be closed directly with supply countries. However, the largest oil producing countries are in the Middle East, but their oil supply is firmly in the hands of European, Japanese and American companies. What’s more, the USA has clearly slammed the door on China accessing US oil in the Unocal deal. Russian oil and gas could be funnelled to neighbouring China through pipelines. But China, just as Europe, has grown a bit more sceptical as to pipeline deals with Russia ever since the heavy handed politics of Russia in cutting off the Ukraine’s gas supply. Russia in turn seems in no hurry either to close a pipeline deal with China. The two neighbouring countries have been negotiating such a deal for many years now. Where else should China turn to secure reliable oil and gas supply at stable prices to fuel its industrial development? One way to do this is for China to invest in exploration and development in countries that have oil fields but lack the technology or capital to exploit them. This directs Chinese oil executives and high officials to countries such as Burma, Uzbekistan and Indonesia in Asia, to Gabon, Nigeria and Sudan in Africa, and to Venezuela, Ecuador and Colombia in Latin America. With all the ensuing problems of “dealing boldly where no western oil company is dealing anymore”. And playing it very, very long term. Lastly, China may sit on dwindling oil reserves. But its cash treasury is swelling. So for the time being, China buys its way into the oil supply of the world. Thus, it satisfies its thirst for oil, although at a hefty price both financially and non-financially.



About the author: Dr. Daniel V. Christen is a frequent speaker on China. He began his 15 years of experience with China by representing Credit Suisse in China out of Beijing. He then joined the Swiss trade diplomacy with responsibility for supporting Swiss companies entering emerging Asian markets, and where he negotiated several bilateral agreements. He was also member of the Swiss delegation ne-
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specializing in raising, analysing and documenting soft factors on behalf of important decision makers such as banks, investors and consultants.



gotiating China’s accession to the WTO. Subsequently he became Vice-President of SGS, the Geneva based and the world’s largest quality assurance firm, where he assumed responsibility for marketing and business development in Asia. In 2005, he started his own company “Assetis Ltd.”,



For more information see www.assetis.ch



Supply Chain Management Research questions for the Supply Chain Management between Swiss companies and Chinese companies ogy and Innovation) the ETH-Center for Enterprise Science (BWI) Zurich is tackling together with other Swiss and Chinese scientific partners and with the strong involvement from Swiss companies different Supply Chain Management issues regarding China. One of the projects is the CTI project Design Chain-Supply ChainManagement (DC-SC-M), which is focussing on the Design-Manufacturing Interface, see figure 1.



China is becoming more and more a powerhouse in manufacturing, especially for high-volume, low-cost production. This leads to an increasing bigger importance of the Chinese market from the procurement and manufacturing perspective for Swiss companies. Cost pressure and competitiveness are forcing more and more Swiss and European enterprises to dislocate their high-volume production to China, where labor rates are very low. For most Swiss companies, especially the SMEs, the production dislocation to Asia poses some major challenges regarding organizational, ICT-related and IPR-related aspects. Different questions arise, like – form the procurement point of view – where to find the best supplier in China (which region, which suppliers), how to evaluate potential Chinese suppliers, how to estimate the associated Supply Chain risks (e.g. long lead / transport times, fake material, quality issues), how to integrate the suppliers from a organizational and IT perspective, how to adapt the engineering specifications and how to protect the Intellectual property rights (IPR).



Within the DC-SC-M project the ETH Zurich develops methods and concepts for the following five issues:



At the ETH-Center for Enterprise Science (BWI), domain of logistics, operations and Supply Chain Management, such topics regarding the Supply Chain Management with Chinese companies are in scientific focus. Within several CTI projects (Commission for Technol-



Engineering / Design



Design Process (CH)



Manufacturing Interface



– Chinese supplier market research and Chinese supplier identification and evaluation / Supply Risk Management – Total Cost Optimal Design (reengineering with the objective to adapt the design to the Chinese production capabilities) – Design-Manufacturing Interface Process (organizational view, definition of processes for the interaction between the Swiss companies and the Chinese suppliers in the engineering, ramp up and production phase) – Design-Manufacturing Interface (ICT-support of the Design-Manufacturing Interface, e.g. PDM, PLM tools, integration / connection of the ERP systems) – IPR protection and managerial aspects.
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Manufacturing Process (Asia)



Figure 1: The Design-Manufacturing Interface (DC-SC-M project)
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The aim of the Design Chain-Supply Chain-Management project (DC-SC-M) is to develop a methodology and processes to integrate Asian manufacturing capabilities into the Design and Supply Chain of Swiss Enterprises to enhance their long-term competitiveness in a sustainable manner. The project started in July 2006 and will run up to July 2008. Two institutes of the ETH Zurich, the Zhejiang Advanced Manufacturing Institute (ZAMI) of the Hong Kong University of Science & Technology (HKUST) carry out the project. Further eight Swiss companies from different industries support the project. Within the project will be established and beginning in spring 2007 an exchange of experience group, so other Swiss companies (esp. SME) can profit from the CTI project. For further information regarding the DCSC-M project and the exchange of experience group please refer to the project website: www.dcscm.ethz.ch Another project is the CTI project Innovative Service Engineering for Chinese Customers (ISEC) that copes with the challenges faced in the Chinese service market of the Swiss machine and plant industry. While product related services contribute an average of about 20% of the revenue in Switzerland, in China Swiss companies struggle to attain a similar performance with their services. Chinese customers are not used (and willing) to pay extra money along the lifecycle of bought machines. Most try to produce as cheap as possible for as long as the machine is running. After a machine breakdown they try to solve problems on their own, including the use of thirdparty spare parts. If there is a need for service most companies are not willing to pay for it, but expect it to be free of charge. Within the ISEC project the ETH-Center for Enterprise Science (BWI) in Zurich together with University of Sankt Gallen and various industry partners is looking for ways to improve service revenue in China. The typical barriers in the service business have been identified in a detailed way through interviews with Chinese customers. The results of these interviews show that Chinese customers are opened to service products but in a different way than they are offered in Switzerland. They provide a lower budget for services in relation to the machine price. Furthermore they expect service to be done in a different way, e.g. they expect more knowledge to be transferred in order to become more independent. Within the ongoing design phase of the project, the ETH-Center for Enterprise Science (BWI) and the University of Sankt Gallen try to develop innovative service products that may be introduced into the Chinese market and most important services that may be charged for. Together with industrial partners first easy-to-implement services have been designed according to new acknowledgements and are now introduced in China. Local Sales and After-Sales Departments expect significant impact on the development of service revenue in China.



Further project information is available under: www.isec.ethz.ch



by Dr. Robert Alard ETH-Center for Enterprise Science (BWI), ETH Zurich Email: [email protected]



MBA-ETH in international Supply Chain Management (SCM) The MBA program of the Forum-SCM at the ETH Zurich The ETH Zurich offers managers and executives an uniquely attractive master program, the “MBA ETH in international Supply Chain Management (SCM)”. This part time course mainly focuses on the planning, implementation and controlling of complex international value-networks. The course of studies is organized by the ForumSCM at the ETH Zurich (Swiss Federal Institute of Technology Zurich) and is supported by members of the top management of internationally operating companies (ABB, Sandoz, Hilti, Migros, Panalpina, etc.), in collaboration with many renowned educational and economic establishments such as the Hong Kong University of Science and Technology, the Tongji University (Shanghai), the University of Tokyo, the Hosei University Tokyo and others.
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Start 5th program March 29, 2007 Program duration Total 18 months 12 months: 86 lecture days (approx. 50% during weekend) 6 months: master thesis (400 hours) Program location Main location is Zurich (CH), 15 min from the airport. Additional locations: Germany, Eastern Europe, China and Japan Number of students 20 (max. 25) Fee CHF 58’000.– (10% discount for member companies) Including all lecture sessions, comprehensive course materials, examination fees and snack lunch. In Eastern Europe and Asia, accommodation and main meals incl. Please contact our homepage: http://www.mba-scm.org. Contact person: André Graber, Course Manager Email: [email protected]
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China International Logistics and Supply Chain Management Fair 2007 (Shenzhen) China International Logistics and Supply Chain Management Fair in October 2006 (SZILSCMF) has already successfully finished under the support of government and many companies. The total area exceeded 11,000 square meters with more than 300 exhibitors and 372 booths. It attracted more than 40,000 professional visitors during the three days show. From July 17th – 19th, 2007, the China International Logistics and Supply Chain Management Fair takes place again at the Shenzhen Convention & Exhibition Center.



Seven Pavilions of Exhibition 1. Logistics Service Providers Pavilion 2. Forklift truck, Warehouse Equipment & Packaging Pavilion 3. Ports, Railway, Shipping Lines & Logistics Parks Pavilion 4. Transportation Pavilion 5. Logistics Technology & Software Pavilion 6. Supply Chain Management of Financing & Insurance Pavilion 7. City Pavilion



Featuring professional, international, unique brand and practical, SZILSCMF 2006 confirmed its leading position as a platform for the latest developments, technologies, strategies and services in the transport and logistics industry. With supply chain management as main topic, SZILSCMF exhibited every links of supply chain management, including logistics equipment and technology, logistics service providers, logistics parks, logistics talents, reverse (recycling) logistics, logistics financing and government purchasing. Exhibitors included worldwide top 500 enterprises, such as MAERSK Logistics, CN Worldwide, Ryder of American, but also included famous logistics companies, such as K-Line of Japan, JUNGHEINRICH Lift Truck Co., Ltd. of Germany, PBB Group of Canada, COSCO, Yantian Port, China Telecom and Jade Cargo, etc. as well as groups from Korea, Hong Kong and Shanghai. According to statistics, more than 90% exhibitors confirmed to participate in the next year’s event and enlarge their exhibition area. “As a large foreign venture enterprise newly entered in China market, SZILSCMF provide us an excellent platform to introduce ourselves and communicate with others. We collect much recourse of clients and we are awarded the Prize of Outstanding Foreign Corporation by SZILSCMF 2006, which will defiantly help us to open new market in China”, said Mr Cheng, Marketing Director, CN Worldwide. Shenzhen, as the leading position in China logistics industry, is the first city to list modern logistics industry as the pillar industry in China. SZILSCMF is the best platform to introduce Shenzhen logistics and supply chain management and to attract investment. According to the investigation statistics, 94% clients believed that Pearl River Delta, esp. Shenzhen is a huge potential logistics market. They appraised highly and held positive attitude to the contribution of SZILSCMF.



Conferences & Forums 1. Summit Forums Share the thoughts and ideas of CEO of logistics industry 2. Cooperation Conferences Regional Cooperation, Investment & Cooperation between nations 3. Case Studies – How to promote international competition of midsized and small-sized enterprises – How to establish modern procurement system – RFID application in logistics 4. Professional Forums Elaborate financing, information, logistics and commerce from different aspects of supply chain management



Supporter: Shenzhen Municipal Government Sponsor: Office of Leading Group for Shenzhen Modern Logistics Development Organizer: Shenzhen Federation of Logistics and Purchasing Planner: Shenzhen Jin Tian Wo Expo. Co., Ltd. Date: July 17–19, 2007 Venue: Shenzhen Convention & Exhibition Center



Events 1. Job Conference 2. Assessment of Outstanding Logistics Enterprises 3. Bidding in Manufacturing Industry and Logistics Outsourcing Services 4. Match meeting between logistics facilities & equipments providers and logistics enterprises Charges 1. Raw space (minimum size 36 m2) Price: 198 US dollars/m2, without any facilities 2. Standard Booth (3 m2 x 3 m2) Facilities: White back wall and sidewalls, 1 Reception table, 2 Chairs, 2 Spotlights, 1 Electric socket (220V/5A), 1 Waste paper basket, Company sign in English and Chinese Price: 1,980 US dollars / 3 m2 x 3m2, both sides open plus 10% of the fee For more information, please visit our website at: http://www.scmfair.com/scmen or email us to ask for detailed information. Contact Person Vivian International Business Development Manager Tel: +86 755 8358 1250 Fax: +86 755 8358 1307 Email: [email protected]
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Franchising in China Why are the Multinational Franchisors Not Franchising in China? China is home to the largest franchise sector in the world. Nevertheless, McDonald’s, which franchises 60% of its restaurants outside the US and 83% of its restaurants in Spain, operates only one franchised outlet out of its 750 restaurants in China. Similarly, KFC, which is the leading food service brand in China with revenues of RMB 12 billion (Euro 1.2 billion) in 2005, only operates 4% of its 1,530 outlets in China as franchises. This begs the question: why is it that these multinational franchisors are not really franchising in China?



Big, but still budding



dominated by domestic players, with very few foreign franchisors at the present time. Franchising has also taken on a different form in China, lacking the legal, financial, organizational and branding practices that are typical in more mature franchise systems. Most Chinese franchisors have rushed to roll out as many franchised outlets as possible, and as potential franchisees are extremely sensitive to investments and costs, franchisors have offered very low thresholds and requirements. The fashion retail industry is a case in point, with join-in fees and royalties frequently waived, leaving product sales as the only source of income for the franchisor. In most cases, franchisors make little effort in marketing and building the brand, and pay hardly any attention to training, supporting and controlling the network.



Franchise systems were first rolled out in China by domestic companies in the early 1990s. The sector entered a period of rapid growth from 2000 onwards, and by the end of 2005, the number of franchise systems in China amounted to 2,320.



Legal Uncertainties



Despite the size of China’s franchise sector, it is actually still in its infancy, and still has much scope for future development. For instance, sales revenue from franchise systems represents only 3% of total retail sales in China, compared to an average of 40% in developed markets. In addition, although China is the global leader in terms of number of franchise systems, each system only averages 72 outlets, much lower than the average of 540 outlets in the United States. Moreover, China’s franchise sector is



The success of franchise systems in developed markets has been dependent on a strong and reliable legal framework. By protecting the rights of franchisors and franchisees, such a legal framework encourages participation in franchise systems and reduces the business costs of running franchise systems. Until recently, the basic legal framework in China was not reassuring for foreign franchisors. There was only one regulation, promulgated back in 1997, and not only
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did this regulation fail to provide a sufficient level of legal protection for franchisors and franchisees, but it didn’t apply to foreign franchisors anyway. As a result, franchisees delaying payment to franchisors or infringing upon their intellectual property rights was common, and likewise many franchisors sought to defraud franchisees. In one prominent case, the owner of De Yi Cafe, a Taiwanese entrepreneur, fled China after receiving RMB 16



50



million (Euro 1.6 million) in join-in fees and royalties from De Yi Cafe’s Chinese franchisees. A big step was taken towards a strong and reliable legal framework with the promulgation of the “Measures for the Administration of Commercial Franchising” in February 2005. The regulation has dramatically improved the level of legal protection for franchisors and franchisees, and also clarified the situation for for-



Franchising: International Standards vs. Practice in China Aspect



International Standards



Practice in China



Contractual Arrangements



Extensive and detailed franchise contracts.



Loose arrangements. If a franchise contract exists, it is more often than not simple and general.



Equity Involvement



Franchisee (individual or company) is legally independent from the franchisor. Franchisor has no equity involvement in a franchisee’s business.



A franchisor may have an equity share in a franchisee and the relationship still be considered a franchise, especially for foreign franchisors.



Franchise Fees



Relatively high franchise fees including join-in fee, ongoing royalties, annual advertising fees, etc.



Very low franchise fees, or even no franchise fees. Agency system is sometimes considered franchising in China.



Obligations of Franchisor



To offer extensive support in terms of marketing, service standards, know-how etc. (according to franchise contract).



In most cases obligations are light, and there is a lack of legal protection to enforce compliance anyway.



Management of Franchisee



Ongoing training, support and control, so that franchisees abide by the service rules and operations procedures.



Very limited training, support and control, or even no training, support and control.



Supply Chain Integration



Integrated supply chains are common, with shared supply and logistics centers.



Integrated supply chains only exist in retail franchises and foreign franchises (majority equity investment).
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eign franchisors with onshore franchises in China. Nonetheless, uncertainties remain, especially as offshore franchises were not covered by the regulation, and there are other problems pertaining to information disclosure and supplier control. Moreover, despite a better legal framework, China is still weak in law enforcement, especially the enforcement of intellectual property rights. China’s franchise sector is awaiting a comprehensive Franchise Law, proposed by the government two years ago, but still in draft form. The Franchise Law is expected to cover both onshore and offshore franchising activities, and thereby remove the remaining legal uncertainties that have caused foreign franchisors to think twice about deploying franchise systems in China.



Weak Franchise Culture However, it is not just legal uncertainties that have caused foreign franchisors to think twice. In developed markets, franchisees have a long-term perspective in terms of the value they place on what the franchisor has to offer (brand, technology, know-how, ongoing support etc) and the return they expect from their participation in the franchise system. However, in China, most franchisees are first timers with a short-term perspective that has led to the abuse of franchise systems. As China transitions from a planned to a market economy, hundreds of thousands of Chinese entrepreneurs have emerged to meet the need for service and product retailers. Full of ambition, many of these Chinese entrepreneurs are driven to be business owners rather than participants in a franchise system. Should such Chinese entrepreneurs become franchisees, their interest is in accessing components of the franchise system that are not available through other means, a short-term move that prepares the ground for the establishment of their own businesses. This is one of the reasons why KFC, which first announced franchising ambitions back in 2000, has been very cautious in their selection of franchisees in China. In fact, KFC set a very high join-in fee threshold, standing until earlier this year at RMB 8 million (Euro 800,000), to ensure that its franchisees were fully committed to its franchise system. Weeding out the Chinese entrepreneurs that secretly plan to become their own business owners is not the only challenge. Although not all Chinese entrepreneurs are short-term movers, more than not are shortterm profit takers. Pizza Hut, which is positioned as a premium brand in China, suffered from its franchisees in South China bending the franchising rules in order to cut costs and boost profits. Ultimately this rule bending was at the expense of the Pizza Hut brand, and in 2003, Pizza Hut put its franchised outlets in South China back under direct control. Short-term profit taking may be put down to Chinese entrepreneurs lacking a certain professionalism. Returning to KFC, this was another reason for their cautious approach, expressing “a lack of confidence and trust in the commercial and management capacity of potential franchisees”. In an attempt reach and maintain the necessary level of professionalism, KFC is directly operating outlets first before handing them over to franchisees.



Manœuvring through the Maze The abuse of franchise systems will persist until a stronger franchise culture is established in China. For foreign franchisors, this doesn’t mean that China doesn’t present opportunities, but that a modified approach may be necessary. A. Where Control is Critical Where control is important, direct operation is a must. In China’s first tier cities (Beijing, Shanghai, Guangzhou, Shenzhen) and second tier cities (a further thirty cities based upon their growth, scale, standard of living and several other factors), customers have become much more sophisticated and markets much more competitive. In addition to a good product or service, success is increasingly dependent on the building of strong brands, providing an attractive retail experience, and getting the right balance between price levels and promotions. In the short-term, a sufficient level of control can only be exerted if outlets are directly operated, not franchised. It is legal requirement that foreign franchisors directly own and operate at least two outlets for more than a year before they can start franchising. However, it is due to the need for control that many large- and medium-sized foreign franchisors have established directly operated outlets in China’s first and second tier cities. Direct operation doesn’t just apply to flagship stores located in shopping malls or high streets, but also to department stores, which remain the most important retail channel in terms of sales volume for many products. Due to the increasing competition to get into department stores, many medium-sized brands are now using flagship stores to build their brand image and establish a track record first. There are many examples of foreign franchisors that have established directly operated outlets in China’s first and second tier cities. Zara, the Spanish fashion retailer that entered other developing markets such as Russia with franchise systems, has begun with directly operated outlets in Shanghai. While Zara generally prefers directly operated outlets in fast growing markets, one only has to see the queues for the changing rooms and checkout counters to see that Zara is proving very popular with consumers in Shanghai. B. Scaling into Less Important Markets Where control is less important, franchising remains an option. This may apply to markets that are considered to have lower strategic significance, product or service lines that have low volumes or slim profit margins, or business concepts that are relatively simple to operate. In such cases, a franchise system presents the opportunity for scalability without the same resource requirements as direct operation. For example, China has a further six hundred cities in addition to the first and second tier cities mentioned



(continued on next page)
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above. In these third and fourth tier cities, brand image is derived from the first and second tier cities rather than built locally, customers are less sensitive to the retail experience, and lower purchasing power means that only low prices and frequent promotions matter. As such, less control is needed, making franchising an option. In the lingerie industry, established players have rolled out directly operated outlets in first and second tier cities and franchised or agency outlets in third and fourth tier cities. This has allowed Triumph from Germany, Wacoal from Japan, Embry Form from Hong Kong and Aimer from Beijing to reach right into China’s interior with networks in the hundreds of outlets.



Developments Over Time As China develops a franchise culture in the longer term, we expect more and more of these large- and mediumsized foreign franchisors to expand their franchise systems from the third and fourth tier cities into second tier cities. However, small-sized foreign franchisors, who don’t have strongly recognized brands and whose business concepts that are relatively simple to operate (e.g. dry cleaning, fast food delivery etc), are expected to face greater challenges in the longer term. At the present time, these small-sized foreign franchisors may have something valuable to offer Chinese franchisees, often in terms of simply being a foreign brand. However, the rapid development of the Chinese economy means that gaps between China and more developed markets are closing quickly. It is these smallscale foreign franchisors that, due to the drive of the Chinese entrepreneurs to be business owners, are exposed to the highest risk of having their franchisees or potential franchisees becoming their direct competitors. Simply being a foreign brand will soon no longer be enough. Small-sized foreign franchisors that have entered China or plan to enter China in the short-term will have to consider developing their franchise model over time so that it remains attractive to franchisees and potential franchisees. This could include investing heavily in brand development in China, upgrading technologies and know-how, or adjusting the franchising fee structure.



About the authors: James A. C. Sinclair is InterChina’s Strategy Practice Director, based in Shanghai. Linda Xiong is a Consultant with InterChina’s Strategy Practice, also based in Shanghai. InterChina is a leading boutique management consultancy specialized in strategy, corporate and human resources services for European companies doing business in China. Franchising is one of InterChina’s sectors of expertise, with specific experience in food service and fashion retail. For further information, please contact James A. C. Sinclair at [email protected]



Concluding Remarks Foreign franchisors should explore their opportunities in China. Waiting for the new Franchise Law and the realization of a real franchise culture may mean missing out on these opportunities. Instead foreign franchisors should consider entering China with a modified approach that takes into account the nature of the business concept, the development of the market and the availability of potential partners. In the longer term, which could be 2010 or soon after, a more genuine franchise system should become more possible.



For information on InterChina please contact: Franc Kaiser, Senior Consultant InterChina Consulting Shanghai Office 3110 Haitong Securities Building, 689 Guangdong Road, 200001, Shanghai, P.R. China Tel: +86-21-6341 0699 ext.50 Fax: +86-21-6341 0799 E-mail: [email protected]
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China Northeast Asia Commodity Fair



T – LINK Group Switzerland T – LINK Head offices



The market of Northeast China is being paid more and more attention from all over the world in recent years. China Northeast Asia (Shenyang) Commodity Fair sponsored by China Council for the Promotion of International Trade (CCPIT), Shenyang Municipal People’s Government and organized by Shenyang CCPIT will be held from September 25th to 29th, 2007 at Liaoning Industrial Exhibition Hall in Shenyang, in order to promote the communication and cooperation between each country from Northeast Asia and the rest world, and to set up an investment and trade platform for the foreign businessmen who intend to develop Northeast market. This fair will have an area of 10’000 m2 and 500 international standard booths, mainly shows the exhibits on machinery and electronics, light industry and building material, automobile and motorcycle, chemical industry, pharmaceuticals and medical devices, textile and garment, food and primary products, daily-use goods, culture and tour. We will also set up several special exhibition areas, which focus on showing the high-tech products, famous products and new products with good quality from all over the world. In addition, several economy and trade symposium, project release conferences, chambers seminars and businessmen seminars will be held during the fair. We will try our best to introduce good products and advanced technology from Northeast Asia and the other countries from the world by using different kinds of methods and to promote all kinds of cooperation on investment and trade. In order to fully propagandize the fair, we will announce its information in various media at home and abroad, set up special website and hold press conferences. We would like to make thorough preparation and offer all-round high quality service. Shenyang is the central city of Northeast China, so this fair will be the best gateway for you to enter the market of Northeast. We sincerely invite your company to participate in it, in which your company can show your capability, catch newest information, meet cooperation partners and develop Chinese market. For further information please contact: Shenyang CCPIT Contact person: Li Nan Phone: +86-(024)-22729986 Fax: +86-(024)-22729983 E-mail: [email protected]



 Kirchstrasse 42 / CH – 8807 Freienbach  +41 (0)55 – 410 65 66  +41 (0)55 – 415 78 01 Homepage: www.t-link.ch



T – LINK MANAGEMENT LTD ⇒ Industrial freight forwarding and logistics ⇒ Worldwide project transportation (base – base) ⇒ Plant-Dismanteling/Packaging/Moving ⇒ International Exhibition Transportation incl. „on site handling“ support ⇒ Support for Letter of credit business ⇒ Cross-Trade-Transportation (also from/to China) Worldwide Transportation Engineering, established 1990  P.O. Box 166 / CH – 8800 Duebendorf 1/ZH  +41 (0)1 – 822 00 32  +41 (0)1 – 822 00 82  e-mail: [email protected]
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T – LINK TRANSPO-PACK LTD ⇒ Packaging of every kind ⇒ Container stuffing and lashing ⇒ Corrosion protection, also with CORTEC®-VCI ⇒ Packaging material trading ⇒ Wood Certificate (plant quarantine) ⇒ Own Carpenter Shop (for wooden cases) ⇒ Warehousing The efficient export packaging company, established 1990  Industriestrasse 139 / CH – 8155 Niederhasli/ZH  +41 (0)1 – 850 67 77  +41 (0)1 – 850 69 00  e-mail: [email protected]



T – LINK RHEINTAL LTD Eastern part of Switzerland, Austria and Liechtenstein



⇒ Industrial freight forwarding and logistics ⇒ Packaging Services (also at customer-site) ⇒ Container stuffing and lashing ⇒ Corrosion protection, also with CORTEC®-VCI ⇒ Packaging material trading ⇒ Wood Certificate (plant quarantine) ⇒ Own Carpenter Shop (for wooden cases) ⇒ Warehousing The efficient export packaging company, established 2003  Faehrhuettenstrasse 1 / CH – 9477 Truebbach/SG  +41 (0)81 – 740 29 00  +41 (0)81 – 740 29 03  e-mail: [email protected]
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The War for Talent How Human Resources Will Define Corporate Success in China Finding capable staff will ultimately define whether or not a company is successful in doing business in China, says a new study by Heidrick & Struggles, the executive search firm, in co-operation with the Economist Intelligence Unit. “With competition for talent set to intensify even further, finding, developing and retaining talented executives will continue to be one of the key battlegrounds in corporate China”, concludes the study titled “Executive Leadership in China” and conducted among 148 executives of multinational companies.



Dearth of talent Granted, the sheer size of the Chinese population makes numbers and statistics hard to visualize. But take the latest executive statistics and apply them to Switzerland and the scope of the problem becomes clear. Start with China’s 1.3 billion inhabitants. Of them, up to 5,000 are experienced executives and leaders. Applied to Switzerland this would mean that there are seven capable executives in the whole of Switzerland, or one manager per million Swiss.



Jerome Bucher, a principal at the Heidrick & Struggles office in Beijing, knows this from first-hand experience. According to Bucher recruiting, developing and retaining talent has become a strategic imperative for multinationals doing business in China. “And surviving in China has long ceased to be an option. Instead it is a must for multinational companies if they want to succeed in the global economy”, Bucher told a SCCC panel titled “Executive Leadership in China” on December 11, 2006 in Zurich.
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The dearth of good managers has already led a growing number of multinationals to make human resources a top priority on their management agenda. “No multinational who wants to succeed in China can afford to take this matter anything but very seriously”, Bucher said. Gone are the times when human resources were an afterthought and most multinationals solved the issue by bringing in expatriates with huge compensation packages ranging from a chauffeur to housemaids and schooling for children. “The classic expat assignment – a three-year rotation with a big house, company car and all the perks – no longer makes sense”, the study says.



The dying breed of expatriates “Expatriates are definitely becoming a rare species. It is not that expatriates are no longer welcome, but that companies have seen it go awry too many times”, Kurt Haerri, member of the executive board of Schindler Elevators who spent seven years in China for Schindler, told the panel. Studies show that only two in five expatriates succeed, while the remainder fails or returns home early, mostly for cultural reasons. Today, a growing number of Chinese are doing their jobs: PRC Chinese, but also Chinese returnees, 300,000 of whom return to China each year. As a result, four in five companies doing business in China have Chinese-born talent on board or have imminent plans to do so.



New mix of executives Between 1985 and 1995 a typical multinational company had three expatriates, 6.5 Chinese returnees and a negligible number of local PRC Chinese for every ten executives. This has changed drastically: Although you may still find one expatriate and five Chinese returnees, there will be 3.5 PRC nationals for every ten executives. The remaining 0.5 will be other Asians, or Chinese in the Asian Diaspora.



The pioneer syndrome As one of the pioneers and first large multinationals to arrive in China in the 1980s, Schindler has repeatedly suffered from the pioneer syndrome. “Companies newly arriving in China just came to us and helped themselves
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Founded in 1953 Heidrick & Struggles is recognised as one of the world’s leading executive search ﬁrms. With oﬃces in the principal cities in the world, we help our clients to address strategic issues that have human capital solutions in times of growth, turnaround, acquisition, integration, expansion into new markets, and when responding to economic ﬂux.



Albisstrasse 152 8038 Zürich Switzerland telephone +41 (0)44 488 13 13 fax +41 (0)44 488 13 00 www.heidrick.com Contact Wolfgang Schmidt-Soelch, Partner



Fei Wohlwend, Executive Assistant



direct +41 (0)44 488 13 21



direct +41 (0)44 488 13 76
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with of our tested staff ”, Haerri said. But Schindler learned from this experience and started actively pursuing their staff to come back, albeit at a higher salary than the first time around. “Now some of our best people are those who have left and come back,” Haerri said, adding that Schindler has often been successful at luring people back.



Changing role for expatriates Meanwhile, Schindler and other multinationals are experiencing yet another phenomenon: Expatriates have a much higher chance of succeeding if they decide to go local and stay in China for a longer term. Alternatively, companies have started bringing in expatriates for short rotations, says Stuart Sinclair, president and CEO of Greater China for GE Consumer Finance in Shanghai, who brings in 100 of these each year. “You can inject a whole body of knowledge overnight”, says Sinclair. GE Consumer Finance has 12,500 employees in China and only seventy expatriates. “The aspect of expatriates is often discussed in a rather controversial manner”, Haerri said. The very first question shall not be whether or not to use an expatriate for a top position; the person has to be simply qualified for the particular job, regardless of his origin. In other words, a corporate endeavour is going to fail if language and cultural skills are the only qualifications being applied for a key position. Large international companies still use expatriates to introduce products and to align sophisticated group



Retention schemes Naturally, the dearth of talent also results in rising wages for those who are good and/or experienced. Already, salaries of high-ranking local Chinese managers sometimes surpass those of expatriate managers. Separately, a growing number of companies have started to offer retention schemes where they put the bonus into accounts that remain frozen for several years. “Legally speaking you may find yourself in the grey zone”, Erwin Schurtenberger, who spent 13 years in China and Hong Kong with the Swiss Foreign Service and served as Ambassador to China from 1988 until 1995, told the panel. “Some of these schemes work remarkably well.”



The importance of loyalty Another factor that cannot be underestimated in China is loyalty. “We see one manager leave and the next thing we know is his whole staff is following him. The importance of being loyal to people rather than to companies or institutions is deeply rooted in the Chinese culture”, said Haerri. According to Bucher the most stable and successful companies often have a particularly stable top crew and thereby are more likely to have a stable middle management layer.



“The mix is what matters – many Chinese actually want to work at a multinational because they like its corporate culture and values and want to learn from them”, said Schurtenberger, who serves on numerous boards of Chinese businesses or Chinese units of multinationals. Most experts agree that a healthy mix between foreigners and Chinese will generate the best results. Bucher argues that while Chinese tend to be weak in giving feedback (without simultaneously giving offense), team working (is not taught at schools) or delegating and empowering (after 40 years of top-down rule), they often excel in relationship building, decisiveness and self-confidence.



A role for women
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systems and the processes. Usually foreign companies use expatriates in two main categories, either top level executives or key know-how carriers. Another aspect is constantly being underestimated: Large companies run systems to develop talents and future leaders. Exposure to the Chinese business environment is a key competence for future executives and this cannot be acquired by means of business trips only”, Kurt Haerri told the panel. Despite the controversial discussions, the total number of expatriates being employed in China is not declining.



Healthy workforce mix
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Within the available talent pool women should not be overlooked. “Over the years I have seen so many highperforming Chinese women, who tend to be very loyal, extremely competent and well-trained and excellent communicators”, Schurtenberger said. In fact, studies
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f.l.t.r. Erwin Schurtenberger, Wolfgang Schmidt-Soelch, Susan Horváth, Kurt Haerri, Uta Harnischfeger, Jerôme Bucher. © Marcel Sauder



show that many Chinese women flock to multinationals because they prefer their work culture and hope to have better chances of succeeding.



Industry sector matters Schurtenberger also argues that human resources issues may differ largely between industries and their varying degree of openness. “You have to take into account and accept the regulatory environment and look how far an industry has opened up. The marriage between market and planning remains difficult and can be frustrating at times. In addition, you have to remember the influence of the political elite,” he said.



come back with a sense of achievement and they have built a network”, said Bucher. Bucher also sees a growing number of multinationals hiring for the cultural fit rather than for qualifications, in some cases even without being able to offer a fixed position. “The key is to be seen as an employer that values local talent, has a clear China vision and where local Chinese can have a stake. Such companies become very well-known and they create an attraction because they are perceived as having no glass ceilings for PRC Chinese”, said Bucher. Summary by Uta Harnischfeger Zenhäusern & Partners, Zurich



Recipes for success



Heidrick & Struggles



Finally, staff turnover varies a lot between regions and the degree of their economic buoyancy. Schurtenberger, who sits on boards of directors in Wuxi as well as Yunnan, says that staff fluctuation is a minor problem in Wuxi compared to Yunnan and particularly Shanghai. There, retaining good people can become very costly. But it also forces multinational companies to become creative when hiring their staff for China. German pharmaceutical company Bayer, for example, has started to look for Chinese abroad who want to return home. Others such as GE Consumer Finance bring in expatriates for short periods of time. According to Bucher some of the most successful companies send their Chinese managers overseas to headquarters for six-months periods. “You cannot make it too long because people will tell us that they do not want to miss the boat here in China”, said Bucher. Abroad, they give them concrete projects whereby they are forced to interact with all corporate levels. “They



Contact in China: Jerome Bucher Suite 2721, South Tower, Kerry Center 1 Guanghua Road, Chaoyang District Beijing 100020, P.R. China Phone +86-10-85297700-102 Mobile +86-13501171822 Fax +86-10-85296200 Email [email protected] Contact in Switzerland: Wolfgang Schmidt-Soelch Albisstrasse 152 8038 Zurich, Switzerland Phone +41 (44) 488 1321 Mobile +41 (79) 336 1920 Fax +41 (44) 488 1373 Email [email protected]
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Giving Free Hand in China Operations? No doubt China continues to be a challenging market for many Western companies. For this reason, companies often employ a “Mr China” to lead the business activities. This makes a lot of sense especially in uncharted territory and helps to overcome many business hurdles. However, giving the General Manager or any member of staff a free hand in the China operations often means suspending rules that apply at home. This can result in staff exercising a strong command in the daily operations, autocratic decision making about employment and dismissal of staff, and misusing authorities to their personal advantage. In a number of cases the GM rules on all information and business data that is reported to head office. Visits by the head office’s controller are not productive as he/she is facing unfamiliar territory: culture, ways of doing business and language – especially since most documents are in Chinese. Medium-sized companies who have substantial engagements today in China often don’t have the personnel or tools to effectively control their business activities. Resulting losses are often due to weaknesses in the operating systems and controlling tools. Here are two examples we encountered recently which highlight the issues: Company A had employed a Chinese to set up the business who later became the GM. He made sure that all staff only reported to him and attempts by the head office to institute controlling tools failed. Since the GM was instrumental in building up the sales success head office management decided to “suspend” rules and regulations that applied to other company subsidiaries. Ultimately the situation became problematic when staff reported missing funds, wrong accounting data and corruption. When the directors from the head office dismissed the local GM, he in turn sent all staff home. Since he was holding the company chops (in China, company chops, not authorised signatures represent final authority for approvals). The company came to virtual standstill as the chops are vital in the day-to-day running of a company and it took some four weeks to rectify the situation. Company B’s performance was weakening in spite of a positive market development. Informed by a whistleblower, the head office was prompted to increase controlling measurements, previously the controller came only once a year. The major discovery was that the GM – a European – had developed sales channels providing him with additional income. One case involved staff that had been dismissed for “valid reasons” (with a departure bonus) who then started trading companies and became company B’s customer. Profits were locked in at the dealer level and then split with the staff in company B. The following are tips based on our experiences in setting up controlling systems and detecting shortcomings at clients’ companies in China.



Important Controlling Measures – Set clear operational guidelines. – Implement a monthly reporting telegram (produced by the CFO, not the General Manager) highlighting key financial and business data (such as sales, accounts receivable, accounts payable, claims, staff changes). – Carry out due diligence on key suppliers and customers and set processes for their approval. – Meet key customers and suppliers. – Talk directly to key staff at different levels within the company. Watch out for contradicting statements and scared staff. – Set clear rules on payment approvals and supporting documents. – Develop check lists for items such as VAT, business tax, profit tax and staff income tax calculation and reporting, staff turnover, obsolete stock. – Apply the group-wide controlling instruments as strictly as in the head office – if possible with a standardised software.



Indicators of Possible Irregularities – Opaque business practises: they may actually be a cover for staff or related parties walking off with company money and trade secrets. – Irregularities in sales: analysis of sales developments and customer discounts, detecting changes in sales patterns, sales returns, and cash sales may disclose unruly activities. – Contradictory financial results: analyse trends in key data for subsequent reporting periods and watch out for contradictions. If you suspect something – investigate immediately and suspend the staff involved if necessary. In our experience, the single overriding principal for any operation in China is the separation of power. Having established a proper “four eye” principle system can go a long way in avoiding dangerous situations. For example, the CFO or equivalent of the China entity should report directly to the Group CFO. No doubt irregularities at the China subsidiary are not the norm. But they can to a large extend be avoided or minimised if the power within the company is divided and proper controlling systems have been established.
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Risk Perception in Chinese Culture



Hans J. Roth



When the Baring’s Bank directors decided to send Nick Leeson to Singapore as their chief dealer in the beginning of the nineties, they did certainly not lose one thought about Singapore’s risk environment. Leeson had proven in the bank’s London business that he could handle risk very well, to the benefit of his employer and of himself. He belonged to the highly paid breed of young bankers in their early thirties, success-thirsty in an environment which richly rewarded their challenging attitudes. But it was also him who finally caused the collapse if this successful English commercial bank, ending the bank’s history of more than 200 years. Not a word again on anything approaching risk in different cultural environments in the report of the Bank of England about the crash of this old merchant bank. Instead there are plenty of technical reasons cited by the commission in charge to illuminate the failure. Lack in the controlling and supervising activity of the London headquarter and the volatility of the new financial instruments were the two key explanations. Some questionable personal relations in the decision to send him abroad were added as elements of some importance. Nobody was ready to recognize intercultural problems in social risk perception, though the real failure is based on wrong assessments of Singapore as a trading place, a wrong view of Nick Leeson’s personality and completely wrong management patterns based on these faulty situative and personal assessments. But this kind of explanation is not obvious at first sight. One would have to know the East and the West to come to an intercultural conclusion for one of the best documented banking failures in the last decade of the 20th century.



What had happened? Given his age, gender, character and profession, Nick Leeson was a very strong risk taker in the London banking business. His success was the reason for sending him to Singapore for one of the bank’s top positions. His superiors were full of confidence in his posting to South



East Asia, he had proven more than enough that he could handle responsibilities. What they did not know was the fact that the Chinese risk environment is very different from a Western one. Chinese perception of reality is not based on a static view, reality is seen by Chinese as being in constant flow. Chinese see reality as a film in which they act. There is no observer position possible due to an absence of subject – object differentiation, something the West has developed since ancient Greek times. The advantage of the Chinese view is a very precise perception of the actual moment. Chinese thought is thus strongly concrete, pragmatic, but rarely analytical. The subject - object differentiation, on the other hand, allows the Western person to observe his surroundings with a certain distance, the base for analytical thinking and for abstract thought. But this perception of reality is necessarily linked to a static view. Reality is seen as a sequence of photos, allowing planning in a Western sense and allowing a strong reduction of risk by doing so. By allowing a distance, a reduction of information needs is created. But this advantage is paid for by a strong reduction in the possibility to assess an actual environment. One can therefore say that Chinese thinking is very concrete and pragmatic, and has the advantage of fully understanding a given situation at an actual moment. A fish in the water immediately feels the slightest change of current. But this thought pattern has the big disadvantage, that no risk reduction is possible apart from a dense personal network providing the necessary information about changes in the current. One might even wonder, whether a risk reduction is necessary, as for a Chinese every situation is in fact not only characterized by risk, but equally by the chances presenting themselves to the actor. If everything goes wrong, friends and acquaintances will catch the person in their arms, the second key element in Chinese risk reduction mechanisms. Personal relations are the only element allowing a reduction of the overwhelming risk situation presenting itself to a Chinese person. The Western planning mechanisms, on the other hand, allow a strong reduction of risk, but lead to a rather static behavioural pattern. As long as the distance from now and here to the target is not covered by information allowing a decision, no decision is actually taken. A further disadvantage also lies in the fact that new developments are perceived quite late, not in the immediate way the Chinese see them. If things go wrong, therefore, a considerable lag of time will ensue until corrections in line with the changes are taking place.



Western way of trust led to danger The result of these culturally different views to see reality was disastrous for Nick Leeson. If he wanted to get into the Singaporean market, he had to step over his personal limits, he had to go into risks he would never have dreamt of taking in London. This is not bad in itself. But the knowledge of this situation should have put his su-
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periors in London into higher alert. Instead of underlining the trust they had in him, they should have controlled him in a tighter manner than even at home. The contrary was done, due to a Western way of understanding and handling trust. By not controlling him more than in London his superiors are also to blame for the failure of the bank. In the terminology of Niklas Luhmann (see Luhmann, Niklas: Soziologie des Risikos, Berlin 1991), the “risk” for Nick Leeson should have been perceived as “danger” by his peers, as they had no means of influencing the outcome of Leeson’s actions in a direct way. Under the given circumstances – higher risk necessity to



get into the market and the character of Nick Leeson, having gone to his limits in London already – the course of Baring’s Bank could have been drawn on a wall map like the course of a ship steering into the reefs. Interesting in this context is the fact, that the modern word “risk”, whose origin is not quite clear, may be at least partly linked to an old Italian word “ris(i)co”, meaning “cliff ” and therefore “risk” for shipping… by Hans J. Roth Consul General Consulate General of Switzerland in Hong Kong



New Research Project on “HRM in China” Human Resources Management (HRM) is a key success factor for Swiss subsidiaries doing business in China. Hence, a new research project has been launched to explore “HRM in China” in details. Recent analysis published in the book “Behind the China Kaleidoscope – A Guide to China Entry and Operations” www.chinaguide.ch – identified Human Resources Management as an absolute key factor for Swiss subsidiaries’ success in China. As a follow-on project and service to the Swiss business community, the “Swiss China HRM Report” aims at identifying how successful Swiss companies deal with their HRM and overcome the notorious difficulties that the Chinese environment presents.



Content of the Report Based on the Swiss China HRM Survey 2007, case studies and expert contributions, the Swiss China HRM Report will provide headquarters and managers active or interested in China with an accurate overview of HRM in China, key practices of Swiss companies for successfully selecting, hiring, managing and retaining Chinese human resources, and practical information on hot topics such as the implications of the new Labor Law, the HRM market, its trends and future developments. The report is planned to be published by end of May 2007. For this project, the research team is looking for – GM or managers of Swiss subsidiaries in China in charge of HRM: Please participate in the online Survey: www.chinaguide.ch/survey.php Please invite the managers of your China subsidiaries to participate for your company. It takes 30-45 minutes to fill in the questionnaire. The survey covers HRM topics including issues of turnover, retention, motivation, training as well as search and selection which are at the core of most operations’ preoccupations. Participant will get the results for free. Submitted data will be anonymized, data protection is fully guaranteed.



– GM and HRM managers of Swiss subsidiaries in China for qualitative interviews: Kindly encourage your China subsidiary to be interviewed. Interviews take up to 1h. Preferably, the research team would like to carry out a short quantitative employee survey as well. Interview partners will get customized results in the form of a short assessment report. Data generated through interviews and employee surveys will only be published in the final report after approval of form and content by the interview partner.
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– Experts interested in compiling & publishing a professional article about an China HR related topic. Articles are planned for legal, strategic, operational, financial and cultural aspects of HRM in China. Proposals for additional topics are welcome. Experts will clearly be visible as the authors of their articles, contact information will be included. Please write to [email protected] for details about topics, requirements and format or to submit your suggestions for topics. – Sponsors to finance the research work and the publication of the report in an adequate form Attractive packages offer sponsors exposure among GMs and managers in charge of HRM of Swiss subsidiaries in China as well as headquarter offices in Switzerland. For the sponsoring brochure, kindly contact [email protected]. Contact Matteo Antonini Head of Research Swiss China HRM Report Email [email protected] Phone +86 21 6266 0844 ext 892 Fax +86 21 6299 6578 Official Partners – Osec Business Network Switzerland – Swiss-Chinese Chamber of Commerce – Swiss Center Shanghai – SwissCham Shanghai Project Realization CH-ina (Shanghai) Ltd. Co.
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The Heaviest Loads Moved in an Instant Nothing is impossible, everything is moveable. The Zurich-based company VIA MAT HEAVYLIFT AG moves the heaviest loads worldwide. Whether vertically or horizontally, the company can move plant that would be extremely difficult or impossible to move using conventional techniques, by using an advanced air-pad system. Several container cranes were recently moved at the port of Dalian, in China. How do you move a tunnel-boring machine from one tunnel to another? How do you replace a container crane at the docks? In the past such heavy plant usually had to be dismantled at the old site, transported to the new, and then reassembled – all laborious, expensive, and timeconsuming work. However, by using a cleverly thoughtout system, VIA MAT HEAVYLIFT AG can relocate giant items of plant in just a few hours.



Quickly and precisely relocated with the air-pad system VIA MAT HEAVYLIFT AG moves items quickly and easily that previously, using conventional technology, could only be transferred at great cost and with considerable resources. The newly developed air-pad system is the result of many years development – it skillfully combines elements from steel construction engineering and hydraulics in such a way that the resulting system can lift
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and then move heavy loads of virtually unlimited weight. The air-pad system is conceived as a modular design, i.e. individual load modules can be combined as necessary for each move, to create the appropriate transport system. How many modules are used in each case depends on the capacity requirements of each assignment. The load glides, with very little friction, upon an air cushion whose expansion is carefully controlled. There is virtually no limit to the weight of objects that can be transported in this way and the structural stability of the item being transported is thus ensured at all times.



Versatile deployment of the air-pad system, and comprehensive service These movement solutions are of primary interest to companies in the ports segment (crane installations), in plant construction (clinker coolers, heat exchangers, boilers) as well as in the civil engineering segment (steel and concrete bridges, tunnel-boring machines). Customers benefit from some impressive advantages: Cost and time savings as well as short downtimes in production and operational processes. Customers can also make use of the comprehensive service offered by VIA MAT HEAVYLIFT AG. The certified technical staff have many years of experience in air-pad relocation technology, thus enabling them to provide comprehensive advice. VIA MAT HEAVYLIFT AG takes on the project management, from planning through cost calculation to quality control. Nautical and structural calculations are just as much a part of the services offered as the organization of insurance or transport capacity.



Container cranes moved quickly and easily in Dalian
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The cranes swiftly and quickly moved on the barge.



Several container cranes (STS cranes) were recently moved onto a barge in Dalian, China, using the new airpad technology. These were new generation STS cranes; a single crane weighed in at 1,650 metric tons, and was 110 meters high. These cranes can lift two 40-foot containers at once, or around 70 metric tons. The air-pad system enabled the heavy container cranes to be moved quickly and securely over a distance of 40 meters in 45 minutes. Once on the barge, the cranes with all the APS equipment were taken by an ocean-going tug to Singapore, where they were unloaded. The entire air-pad system – around 140 metric tons of system components – was taken to Dalian in seven 20-foot containers. The challenge at Dalian was that the cranes had to be moved around 100 meters before they could be loaded onto the barge. As a result of the immense weight of the cranes it was necessary to operate two separate air-pad systems and hydraulic systems. The high wind speeds and low temperatures made the relocation a complex operation.
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China, a land with great market potential The Chinese market offers key market potential in heavy cargo logistics for VIA MAT HEAVYLIFT AG. China not only has significant global ports; the world’s most important crane manufacturers are also based here. In addition, decisions are taken very quickly in Asia, even in the case of such complex projects as this. The workforce is very flexible, although the language barriers are an ongoing challenge. VIA MAT HEAVYLIFT AG can offer innovative and made-to-measure solutions for each project and location. Thanks to our worldwide network and our own offices around the globe, we are in a position to support clients with total competence anywhere in the world. Whether for air or sea freight, project logistics, special transports, outsourcing solutions or heavy cargo logistics, call our toll-free number 0800 809 091 for expert advice from our technical staff.



VIA MAT HEAVYLIFT AG Obstgartenstrasse 27 CH-8302 Kloten Switzerland Tel: 0800 809 091 Fax: +41 61 686 8000 e-mail: [email protected]



Peter Gastiger, Chief Executive Officer Tel: +41 61 686 8284 Fax: +41 61 686 8000 e-mail: [email protected]



Nikolaus Berzen, Technical Director Tel: +49 173 381 4805 Fax: +49 61 686 8000 e-mail: [email protected]



The services by VIA MAT HEAVYLIFT



SWISS–CHINESE CHAMBER OF COMMERCE



– Project management, project planning and cost calculation, support and monitoring throughout the entire project – Organization and allocation of transport capacities and equipment – Calculations and analysis for nautical and structural purposes – Loading and unloading of cranes – Calculation, fitting, and removal of seafastening structures – Modifications on-site at the loading and unloading locations – Trading partners for the air-pad system and spare parts – Routine maintenance of the air-pad system – Insurance solutions
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The benefits of the air-pad system to you:
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– Short downtimes when moving plant and machinery – Quick and easy system setup – No weight restrictions – Rapid relocation – Low ground loads – Minimum power consumption – Easy to operate – Short assembly and dismantling times – Minimal interruption to normal operations Revolutionary air-pad technology.
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The International Football Arena Off to China – with Chelsea Football Club as its New Partner On march 15th 2007, the International Football Arena (IFA) is taking its symposium to Beijing. This expansion onto the Asian continent will be able to make the most out of a new strategic partnership with Chelsea Football Club. Over a period of eight years, the IFA symposium has built up an excellent reputation for itself as a platform for debate and meetings for decision makers active in the international world of football. Every autumn, top-ranking representatives come together in Zurich to discuss topic issues in an impartial forum. The big names to have featured at the event in recent years include Franz Beckenbauer, Pierluigi Collina, Sven-Göran Eriksson, Joseph S. Blatter, Frank Rijkaard and many others. Starting in the spring of 2007, the IFA is setting out to position itself as an exclusive platform for decision makers in the football business in China too. One of the most important tasks confronting the IFA is going to be to give proper consideration to the circumstances and needs in Asia in putting together its panels and in having real practical situations dealt with in its workshops. IFA Beijing is to serve as the ideal place for companies and institutions in Europe who have commitments in football to meet with representatives from Asia. Marcel Schmid, the IFA’s founder, is very much looking forward to the expansion onto the “emerging Asian



market” und is convinced that, in future, there are going to be synergies between the events in Zurich and Beijing, benefiting both of them. Chelsea Football Club has agreed to a five-year strategic partnership with the IFA as of 2007. CEO Peter Kenyon explains this commitment in the following terms: “The IFA is the leading independent international forum of the football industry. Over the last few years it has established itself as the foremost debating arena for the major issues and developments in football. I am delighted that Chelsea will become an official partner and promoter of the event with the IFA now looking to take its unique format into new areas, starting with China. The IFA shares with Chelsea the desire to assist the development of the game at all levels and ensure knowledge transfer into the emerging areas of world football.”



For further information please contact: International Football Arena Ltd. Lavaterstrasse 18 8027 Zurich Switzerland [email protected] www.international-football-arena.com
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Impression Panel Thema: “China Beckons” IFA ZURICH 2006.
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comfort design friendliness



Fly Scandinavian Airlines to China Whether you travel to Beijing or Shanghai, we offer you remarkable comfort on board and on ground, specially designed interior, friendly staff, delicious food and affordable tickets! Enjoy your flight with SAS! For reservation and information contact your travel agency, our callcenter at phone number 044 205 5070 or check www.flysas.ch.
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Hutong Hotel “Swiss Road” now in Beijing! rience an excellent blend of many years of European hotel management and the appreciation of the old Beijing culture. The Swiss Road Hotel, Chinese and foreigners, for both business and tourism, can enjoy the appeal of living in a Beijing Hutong. This is an ideal platform for a cultural exchange.



Beijing’s traditional courtyard homes (Siheyuan) are still places where many of the city’s residents within the second ring road live, and which symbolize the old style of Beijing living. Siheyuans, with the small lanes, or hutongs, make up most of the central part of the city. The Siheyuan is a typical form of old Chinese architecture, especially for Beijing-China. The design also reflects Chinese traditions, following Feng Shui rules and Confucian tenants of order and hierarchy, so important to society. The company owned by Jie Schneebeli-Chen has chosen the Hutong hotel project to ensure that guests can expe-
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Entrance of the “Swiss Road” Hotel.



Right in the center of ancient Beijing’s cultural life! On Guozijian Street is Guozijian (Imperial College), which, in the Yuan, Ming and Qing dynasties, was the highest school of learning and the place where state administrators were trained. The street is now a protected landmark maintaining its deep culture and history. – close to the Yong He Gong Lamasery and the Confucius Temple, – easily accessible from the North 2nd Ring Road, – 20 minutes ride from the airport, – only a few minutes walking distance to An Ding Men or Yong He Gong subway stations, – many bus routes nearby.
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The restaurant.



A bedroom.



A family-style hotel with excellent services and facilities



company specializing in the investment and management of hotels and European food and beverages. The owner is Mrs Schneebeli-Chen Jie, Eidg. Dipl. Hotelier/Restaurateur and author of the book “Kulinarischer Knigge” in Chinese. The new hotel extends a warm welcome to all members of the chamber to visit the hotel and to enjoy this style of cultural exchange. All members of the SwissChinese Chamber of Commerce will receive a 20% discount for purchases in the hotel.



A unique design for our guest rooms – A mix of Chinese and Western cultures. – All guest rooms are well laid out and nicely decorated. – All rooms have sound and thermal insulation to provide a peaceful and comfortable environment.



Modern facilities – Solar heating system: environmentally friendly and energy efficient European heating technology. – Under floor heating with individual room temperature control. – Computer networking system. – Broadband internet services (wired and wireless). – Satellite TV with major international TV channels.



Traditional Western and Chinese Food – Excellent western style cuisine. – Nutritious and healthy food. – Fine wines. – Tea and coffee available with meals and also in the afternoon. – A selection of traditional Chinese foods to choose from.



Personalized Services – Airport pick-up and drop off. – One-day tour of Hutongs, and a tour around Beijing. – One to one individualized service.



Guest satisfaction is the goal The company’s management philosophy is “We have what others do not, we innovate what others have”. The “Swiss Road Hotel” is run by the Beijing Louis Hotel Management Company Ltd. (Louis Company) – a Swiss



Address and contact for booking and further information: Swiss Road Hotel 48 Jianchang Hutong Guozijian Street East District Beijing 100007 P. R. China Tel. Fax Email Homepage



0086 10 84090922 0086 10 84090933 [email protected] www.swissroad.com.cn
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Best Choice to Hong Kong & China Cathay Pacific Airways currently flies up to 9 times per day from Zurich, Basle and Geneva via one of its European gateways to Hong Kong. Once you arrive at the modern Hong Kong International Airport you have a wide choice of onward connections within Asia and beyond to Australia, New Zealand and North America. Aboard the Boeing 747 and Airbus 340 longhaul fleet you enjoy the award-winning inflight service Cathay Pacific is renowned for. The new Business Class with stretch-flat beds has been installed on all aircraft now and features a cocoon-style seat that extends to a length of 193 cm. An enhanced inflight entertainment offers video-on-demand with a choice of 32 movies and 80 short features in various languages. You also have the possibility to listen to 100 music CDs or send emails via your laptop from your own seat. The current Business Class fare from Switzerland to Hong Kong is CHF 4500 including all taxes (example via Frankfurt). Before your departure from Hong Kong, First- and Business Class passengers as well as Marco Polo frequent flyers can relax in our state-of-the-art airport lounges which have repeatedly been voted the best in the world in the past years. The Cathay Pacific loyalty club Marco Polo offers a wide range of benefits to regular travellers and with the frequent flyer programme Asiamiles you can earn and redeem miles not only on Cathay Pacific flights but also on the oneworld alliance partner airlines.



The new Business Class of Cathay Pacific Airways with stretch-flat beds.



In August 2006 Hong Kong based Dragonair became a 100% subsidiary of Cathay Pacific. With its combined network the two carriers offer excellent connections from Hong Kong to mainland China, 17 flights alone between Hong Kong and Shanghai every day! Attractive through fares are available from Switzerland to 20 destinations in China and can be combined with a stopover in Hong Kong. Cathay Pacific also offers volume discounts to companies with a turnover of more than 10 Business Class tickets per year. For further inquiries please contact the Cathay Pacific sales office at 043 816 43 40 or the reservations centre at 0848 747 000.



Book-Project on Intercultural Philosophy Below the reader finds a description of a research project led by Dr Gabrielle Hiltmann, who is also teaching philosophy at Basel University. If you envisage to patronage this book-project on intercultural philosophy and wish more information as well as a detailed budget, please contact her directly (contact details are at the end of this article).



Intercultural exchange Intercultural exchange takes place on several levels. One of them is philosophy. Abstract philosophical reflections do not always seem to have an effective impact on everyday life. They nevertheless do, as they concern the fundamental structures of thinking, understanding and acting we take for granted, when we try to achieve our everyday tasks. Misunderstandings between cultures can arise out of cultural differences of these fundamental



structures of thinking, understanding and acting. Thus it is necessary to reflect on these basic differences and to develop a scientific and philosophical exchange about them between researchers from different cultures. This exchange on the abstract philosophical level can only be a first step in intercultural understanding and exchange. Nevertheless, as it concerns fundamental structures it can facilitate the further, more concrete steps other persons have to take when engaging in an intercultural exchange through economy or simply as tourists.



Why should Occidental philosophy engage with non-Occidental philosophies? It is more and more acknowledged that Occidental culture and its philosophy can not claim to have universal validity. As it offers only one of several approaches to fundamental questions of human existence, it is chal-
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lenged to take into account non-Occidental philosophical traditions. The interaction with other philosophical traditions will allow for developing the potential of Occidental thought to contribute to the reflection on societal and intercultural as well as multicultural questions Western societies and the world have to cope with in the 21st century. The aim of this book project on intercultural philosophy is to contribute in a broad sense to the understanding of fundamental structures of Chinese and European cultures and maybe allow later on for facilitating the economic exchange between China and Europe.



Two different philosophical traditions Chinese and Occidental philosophies have developed independently for centuries. Due to the different cultural and historical background it is not obvious to engage in a dialogue between these two philosophical traditions. It is necessary to reflect on methodical tools which allow for understanding the differences and which furthermore open a common ground of interaction. Asian philosophers already have engaged in this work on intercultural philosophy. Some of them study in Europe, write their PhD theses on European philosophers. One of the philosophers attracting the interest of Asian researchers is the French Maurice Merleau-Ponty. Thus his philosophy builds a bridge for intercultural reflection between Asia and Europe.



Why do Asian philosophers engage with the work of the French philosopher Maurice Merleau-Ponty (1908–1961)? The French philosopher Maurice Merleau-Ponty (1908–1961) has developed throughout his work a thorough reflection on methodological questions and he innovated the techniques and methodical instruments of Occidental philosophy. Moreover his reflection on the status of the other and the necessity to engage with the other is a major contribution to Occidental philosophy. Considering the methodological impact as well as the reflection on the importance of the other, it is not surprising, that M. Merleau-Ponty’s philosophy attracts the keen attention of non-Occidental philosophers. A growing interest in his philosophy can be noticed especially in Asian countries. The number of philosophers from Asian countries working in France on M. Merleau-Ponty’s texts and his manuscripts is continuously growing. This continuous and increasing interest in M. Merleau-Ponty’s philosophy during the last 25 years not only in France and Europe but worldwide, especially also in Asia, is a further strong argument for investigating the impact of his thought for intercultural philosophy.



A three months research stay at The Chinese University of Hong Kong To engage with the research in China on M. MerleauPonty and to work on the possibilities of intercultural exchange on his philosophy, I plan a three month research



stay at The Chinese University of Hong Kong. The Institute of Philosophy at the Chinese University of Hong Kong has an important program in Occidental philosophy and several specialists are working on M. MerleauPonty’s philosophy. The articles on the French philosopher are numerous in the publications of the Institute. Furthermore the Institute regularly organizes conferences on Occidental philosophy and regularly invites specialists of M. Merleau-Ponty’s philosophy to contribute to these events. Nevertheless most of the writings of the Asian researchers are still not accessible in European libraries or bookshops. Furthermore it is important to discuss personally with these philosophers the reasons for which they engage with research on M. MerleauPonty and the possibilities this opens for their work.



The book-project: Maurice Merleau-Ponty – Starting points for Intercultural Thinking The book project aims at engaging with research from Chinese philosophers on M. Merleau-Ponty’s philosophy to highlight the main features through which the interaction of Chinese philosophy with Occidental philosophy and especially M. Merleau-Ponty’s work takes place. In the second part it will enlarge its scope towards a reflection on the necessary instruments for intercultural philosophy in general. The book “Maurice Merleau-Ponty – Starting points for Intercultural Thinking” will be published in 2008 in the series “Intercultural philosophy”.
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The researcher: Dr Gabrielle Hiltmann Dr. Gabrielle Hiltmann is teaching philosophy at Basel University. She is a specialist in methodological questions in philosophy. She has been working on M. Merleau-Ponty’s philosophy for several years and has published numerous articles on his philosophy or on philosophical problems which can be reconsidered in the light of his philosophy. She also has been invited for lectures in German, English and French on the philosophy of M. Merleau-Ponty. She will organize an international conference on M. Merleau-Ponty on the occasion of his centenary in 2008. This conference will bring together researchers from Asia, Canada, Europe, and the U.S.



For patronage and further information, please contact: Dr Gabrielle Hiltmann University of Basle e-mail: [email protected]
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Pop-up Switzerland
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Do you remember the time when you were little, holding one of these magnificent Grimm fairy tale volumes? And when you opened the centerfold, Snow White would mysteriously rise, together with the seven dwarfs; and how they surprisingly folded back into the book when you closed it? It was a time when a book was still more than a lump of tatty paper, when printing and binding were crafts and their products treasures of lasting value.
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One who has not forgotten these long past times, is Albi Matter, the famous Zurich-born artist-agent and founder of the Zurich Country Music Festival. Since he got his first wage as an apprentice printer, he has collected any pop-up books he could get a hold on. This passion may well have been the source of his wish to be able to publish his own series of carton sculptures one day. Albi Matter is by no means a man of mere wishes, but rather one who realizes them. And the time has come when the volumes “Zurich”, “Berne” and “Lucerne” are published; the first three volumes of a whole 3D-series on the most beautiful places in Switzerland. It took five years and the support of a graphic artist, a modifier, a historian, a writer, a printer, a paper engineer and a binder, until his vision could be realized. For the 3D objects, up to 9 inches high, such as the Grossmünster, the Bundeshaus and the Kapellbrücke, the original construction plans had to be acquired and hundreds of pictures of detail aspects had to be taken. Extensive research for local history, folklore and lifestyles were required for each of these towns and regions described on 48 pages in each volume, in German, French, English, Chinese and Japanese. Furthermore, the search for a company which offers the required professional skills and also delivers highest quality for a tolerable price turned out to be most difficult. Finally, Albi Matter found this company in China, where the tender hands of ladies,



not of children, fit, fold, flatten, glue, sew, wrap thousands of parts and then ship them to Switzerland. All these efforts have been worthwhile, as they have resulted in the probably most attractive book series that has ever been published. Even more so, as these pieces of art are affordable, despite highest paper and printing quality, an embossment on the front page, point-painted pictures and true to scale as well as colorfast 3D objects. The price for one copy is CHF 49.80 only, in the bookshops and at the kiosks! At the same time, a double-card series with 15 motifs, in large format, suitable for mailing, with 3D models of legendary steam boats on Swiss lakes, aircrafts above Swiss landscapes, the famous cobra-tram, the St. Peter church, the Zytgloggeturm and many more Swiss monuments, are available for the adequate price of CHF 15.90! This series, launched under the name of “stand-upswitzerland”, guarantees to enthrall a lot of people from Switzerland as well as from abroad. It is informative and attractive and will spread the feature and history of this country in the whole world. These qualities might have induced Dr. Elmar Ledergerber, the President of the City of Zurich, Alexander Tschäppät, the President of the City of Berne and Kurt H. Illi, the President of the City Association of Lucerne to write their prefaces for “their cities” in person. In addition, these gentlemen were kind enough to honor the visionary idea and the high quality of the realized products in their personal laudations at the presentation of the series to the media. A thing well done will find its reward. You will find more information at www.stand-up-switzerland.ch Ask for discount rates available for Members of the Swiss-Chinese Chamber of Commerce.
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Between two Worlds The book is an ideal gift also for people doing business between these two worlds and is available in various bookstores throughout Switzerland (approx. CHF 68.–). Below the reader finds some addresses.



Besides various exhibitions, photographer Susanne Scherer, has also published a book with black and white photographs (130 pages, hardcover) depicting her daily life between two worlds: Switzerland and China.



– Orell Fuessli, Fuesslistrasse 4, Zurich (Tel. 0848 849 848) – Muenstergass Buchhandlung, Muenstergasse 33, Bern (Tel. 031-310 23 23) – Buchhandlung Karger Libri AG, Petersgraben 31, Basel (Tel. 061-306 15 15) – Luethy Buchhandlung, Gurzelngasse 17, Solothurn (Tel. 032-625 33 33) – Hirschmatt Buchhandlung, Hirschmattstrasse 26, Luzern (Tel. 041-210 19 19)



Leben zwischen zwei Kulturen



Wei Zhang



Zwischen den Stühlen Geschichten von Chinesinnen und Chinesen in der Schweiz



fahrungen. Sie stammen aus China, Taiwan, Hongkong oder Südost-Asien und aus unterschiedlichen sozialen Verhältnissen, berufen sich aber dennoch auf gemeinsame kulturelle Wurzeln. Sie äussern sich zu ihrem Selbstverständnis zwischen Ost und West, setzen sich mit Fragen der Identität – ihrer eigenen und derjenigen ihrer Kinder – auseinander und denken über Heimat, Sprache, Werte, Erziehung und Integration nach. Die Porträts beschreiben kollektiv geteilte Erfahrungen, vermitteln aber vor allem individuelle Bilder, die Vielfältigkeit der chinesischstämmigen Bevölkerung in der Schweiz dokumentieren. Diese Geschichten gewähren nicht nur einen Einblick in das chinesische Leben, sondern sprechen auch allgemeine Fragen der Immigration an. Nicht zuletzt halten sie der Schweizer Gesellschaft einen Spiegel vor. Die doppelte Perspektive der Immigranten hat aber den Preis des Lebens «zwischen den Stühlen».



Die Autorin Wei Zhang Zwischen den Stühlen Geschichten von Chinesinnen und Chinesen in der Schweiz 176 Seiten, Format 15x22 cm, Klappenbroschur CHF 38.– / € [D] 26.– / € [A] 26.80 ISBN 3-03823-292-0, Oktober 2006 Chinesinnen und Chinesen erzählen von ihrem Leben in der Schweiz. Welche Erfahrungen machen sie, welche Konflikte erleben sie im Alltag, wie stark passen sie sich an, welche Werte sind für sie wichtig? Was halten sie selbst von der Schweiz und den Schweizern? In 21 Porträts gibt die Autorin, selbst Chinesin und seit vielen Jahren in der Schweiz, einfühlsam Auskunft. Chinesinnen und Chinesen, die seit längerem in der Schweiz leben, berichten von ihren interkulturellen Er-



Wei Zhang (*1964) stammt aus Chongqing (China), wo sie Anglistik studierte. Seit 16 Jahren lebt sie in der Schweiz. Sie ist mit einem Schweizer verheiratet und hat zwei Kinder. Sie arbeitet als Sprachlehrerin und Übersetzerin. NZZ Libro Buchverlag Neue Zürcher Zeitung Postfach, CH-8021 Zürich www.nzz-libro.ch Barbara Kürz Marketing- und Verkaufsleitung Direktwahl +41 (0)44 258 19 92 Direktfax +41 (0)44 258 29 92 E-Mail [email protected]
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Membership Card Values SWISS CHINESE CHAMBER OF COMMERCE



2007



BAMBOO INN Culmannstrasse 19 CH-8006 Zürich 쏼 044-261 33 70 Fax 044-870 38 88 closed on mondays Restaurant CHINA-TOWN Bälliz 54 CH-3600 Thun 쏼 033-222 99 52 Fax 033-222 99 52 Mishio Restaurant & Take away Sihlstrasse 9 CH-8001 Zürich 쏼 044-228 76 76, Fax 044-228 75 75 Website: www.mishio.ch SHANGHAI Bäckerstrasse 62/Helvetiaplatz CH-8004 Zürich 쏼 044-242 40 39



BULLETIN 2/06



SWISS–CHINESE CHAMBER OF COMMERCE



ZHONG HUA Zähringerstrasse 24 CH-8001 Zürich 쏼 044-251 44 80 Fax 044-251 44 81
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The Membership Card of the Chamber is a gesture to say thank you and to give you a special status as a member of the Swiss-Chinese Chamber of Commerce. The Membership Card is valid for one year and will be renewed with every consecutive year after the payment of the membership fee. The card not only identifies you as a legitimate member of the Chamber but also entitles you to benefit from services rendered by us and the Chapters in Switzerland and the People’s Republic of China. Besides our events, members can take advantage of hotel-bookings, consumptions at Chinese restaurants and suppliers of Chinese goods at reduced rates. Further services will be added according to new partner agreements and are regularly going to be announced in the Bulletin. Below you find the list of Chinese restaurants and suppliers in Switzerland, where you get 10–30 % off the regular price, when showing your personal membership card.



RESTAURANTS China Restaurant Rhein-Palast Untere Rheingasse 11 CH-4058 Basel 쏼 061-681 19 91 Fax 061-261 99 46



SUPPLIERS / FURNISHINGS GALLERY JJ – “East Meets West” Bahnhofstrasse 28 CH-6300 Zug 쏼 041-720 21 21, Fax 041-720 21 22 E-Mail: [email protected] TRAVEL/DELEGATIONS Alpine Sightseeing GmbH Heerenschürlistr. 23 CH-8051-Zürich 쏼 044-311 72 17, Fax 044-311 72 54 E-mail: [email protected] CULTURE AIR TRAVEL S. A. 8C Avenue de Champel Case postale 434 CH-1211 Genève 12 쏼 022-839 81 81, Fax 022-839 81 80 E-Mail: [email protected] Website: www.catvoyages.com FIRST TRAVEL ENTERPRISE Bubentalstrasse 7 CH-8304 Wallisellen 쏼 044-322 66 88, Fax 044-322 66 90 E-Mail: [email protected] Website: www.FTE.ch Tian-Tan Horizon SA 55, Rue des Pâquis CH-1201 Genève 쏼 022-731 06 66 /59; Fax 022-731 06 75 E-Mail: [email protected] Website: www.tiantan.ch



China Restaurant BAO TAO Bernstrasse 135 CH-3627 Heimberg 쏼 033-437 64 63 Fax 033-437 64 62



HOTELS HOTEL TIEFENAU ZURICH Steinwiesstrasse 8 CH-8032 Zürich 쏼 044-267 87 87 Fax 044-251 24 76



Restaurant Züri-Stube Steinwiesstrasse 8 CH-8032 Zürich 쏼 044-267 87 87 Fax 044-251 24 76 E-mail: [email protected]



(For hotel-bookings in China, please turn to the Chamber directly.)
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Swiss-Chinese Chamber of Commerce: SCCC 

Swiss-Chinese Chamber of Commerce.
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Gepflegte Haut - Swiss-Japanese Chamber of Commerce 

02.09.2014 - Abschminken, waschen, reinigen, einfeuchten, eincremen, aufhellen! Sechs, sieben verschiedene Produkte benutzt eine Japanerin im Schnitt ...
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to view as a .pdf - Dayton Area Chamber of Commerce 

18.05.2016 - generation nor school district behind and we must work together to ... p re to raise you y r expe p ctations. 937-35. 35 3-2-222999. 2999. 299.
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China's Drive for 'Indigenous Innovation' - US Chamber of Commerce 

ownership signals China's move away from free markets. ... attempt to establish its own Wi-Fi standard sparks an embarrassing international trade dispute but.
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State of Mobile Commerce - Criteo 

Apps generated almost 50% of mobile transactions for retailers* who have made their app experience a priority: Mobile ap
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State of Mobile Commerce. - Criteo 

16.03.2015 - with the iPhone 6 and Samsung Galaxy, consumers are finding smartphones a convenient way to complete purchases. Smartphone share of ...
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State of Mobile Commerce. - Criteo 

16.03.2015 - their desktop and mobile sites, resulting in approximately $160 billion worth of annual sales. The data analyzed is for consumer browsing and ...
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routledge spanish dictionary of business commerce ... AWS 

If you want to possess a one-stop search and find the proper manuals on your products, you can visit this website that d
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Routledge Spanish Dictionary Of Business Commerce 

Routledge Spanish Dictionary Of Business Commerce And Finance Diccionario Ingles De Negocios Comercio Y. Finanzas Spanis
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DEPARTMENT OF COMMERCE International Trade Administration A 

26.12.2012 - 0.00. Caterpillar S.A.R.L.. 0.00. Perkins Engines Company Limited. 0.00. SNECMA. 0.00. NTN-SNR. 0.00. Volkswagen AG. 0.00. Volkswagen Zubehor GmbH. 0.00. GERMANY. Company. Margin (percent). Bayerische Motoren Werke AG. 0.00. Bosch Rexrot
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Evolution of Social Commerce Inforgraphic copy 

http://fortune.com/2016/03/23/fidji-simo-facebook-live/ http://www.globalwebindex.net/blog/trends-2016-rise-of-live-stre
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DEPARTMENT OF COMMERCE International Trade ... 

24.12.2012 - http://federalregister.gov/a/C1-2012-29770, and on. FDsys.gov. 1. DEPARTMENT OF ... Schaeffler Italia S.r.l. and WPB Water Pump. Bearing ...










 


[image: alt]





vokabelhilfe fur harry potter and the chamber of secrets 

Legal vokabelhilfe fur harry potter and the chamber of secrets herausgearbeitet von christa palsson und thomas eBook for free and you can read online at ...










 


[image: alt]





Chamber Music Recital 

sung at Songfest in Malibu, CA where she was awarded the prestigious Craig Smith and. Marc and Eva Stern ... Roger Petersen, story performer. Daniel Barta ...
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BILLING CODE 3510-33-P DEPARTMENT OF COMMERCE Bureau of ... 

10 ene. 2017 - (2) Fulya Kalafatoglu Oguzturk, a.k.a., the following one alias: -Macide Fulya Kalafatoglu. Barajyolu Cd
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E-commerce 

Hoy HansaWorld provee una amplia gama de soluciones para el manejo empresarial incluyendo e-mail interno y externo, dist
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Billing Code: 3510-33-P DEPARTMENT OF COMMERCE Bureau of 

27 ene. 2016 - AGENCY: Bureau of Industry and Security, Commerce. ACTION: Final .... Additionally, the rule adopts unifo
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F-Commerce 

Zeppelin Universität. 20. August 2012. -Commerce. Status-Quo, Erfolgsfaktoren und .... www.faktor3.de. Fon: +49 (040) 67 94 46-66. Fax: +49 (040) 67 94 46-11.
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Coalitions in the Chamber of Deputies 1998-2009 

-1. -0.8. -0.6. -0.4. -0.2. 0. 0.2. 0.4. 0.6. 0.8. 1. PAN. PRD. PRI. PT. PVEM. Muñoz. Medina. Núñez. Jackson. Gómez. SWT
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INSTALLATION INSTRUCTION Chamber - LED Pendant 

System is intended for installation by a qualified electrician in accordance with the National Electrical Code and local
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konsumentenentscheidungen im mobile commerce 

Are you looking for konsumentenentscheidungen im mobile commerce eine empirische untersuchung des einflusses von mobilen PDF?. If you are areader who ...
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commerce pro handelskorrespondenz franzosisch 

Save As PDF Ebook commerce pro handelskorrespondenz franzosisch mit today. And You can Read Online commerce pro handelskorrespondenz franzosisch ...
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GWI Commerce - 199IT 

3 jul. 2014 - by analyzing them against target audiences in our PRO platform. ... with a larger sample size in key marke
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Future Commerce AWS 

vor dem Besuch der Filiale wÃ¤hrend des Besuchs der Filiale vor und wÃ¤hrend des Besuchs in der Filiale. On- & offline Preisvergleiche: Der Kunde ist immer und Ã¼berall vernetzt. Freitag, 26. April 2013. Page 7. Das Smartphone als zentrales Element. 
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