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PHASE I 



FACTS ABOUT CHINA: 

Total Land Area: 
9,596,960 sq km 
* Slightly smaller than the US 
Land boundaries: 
22,117 km 
Coastline Boundaries: 
14,500 km 
Climate: 
Extremely diverse; tropical in south to sub arctic in north 
Terrain: 
Mostly mountains, high plateaus, deserts in west; plains, deltas, and hills in east 
Elevation extremes: 
Lowest point: Turpan Pendi -154 m 
Highest point: Mount Everest 8,850 m 
Natural resources: 
Coal, iron ore, petroleum, natural gas, mercury, tin, tungsten, antimony, manganese, molybdenum, vanadium, magnetite, aluminum, lead, zinc, uranium, hydropower potential (world's largest)Natural hazards: 
Frequent typhoons (about five per year along southern and eastern coasts); damaging floods; tsunamis; earthquakes; droughts; land subsidence. 
Age structure: 
0-14 years: 21.4% (male 148,134,928/female 131,045,415) 
15-64 years: 71% (male 477,182,072/female 450,664,933) 
65 years and over: 7.6% (male 47,400,282/female 51,886,182) (2005 est.) 
Median age: 
Total: 32.26 years 
Male: 31.87 years 
Female: 32.67 years (2005 est.) 
Religion: 
Daoist (Taoist), Buddhist, Muslim 1%-2%, Christian 3%-4% 
note: officially atheist (2002 est.) 
Languages: 
Standard Chinese or Mandarin (Putonghua, based on the Beijing dialect), Yue (Cantonese), Wu (Shanghaiese), Minbei (Fuzhou), Minnan (Hokkien-Taiwanese), Xiang, Gan, Hakka dialects, minority languages 
Literacy: 
Definition: age 15 and over can read and write 
Total population: 90.9% 
Male: 95.1% 
Female: 86.5% (2002) 
Unemployment: 
4.2% official registered unemployment in urban areas in 2004; substantial unemployment and underemployment in rural areas; an official Chinese journal estimated overall unemployment (including rural areas) for 2003 at 20% (2004). 
Labor force: 
798 million (2006); agriculture 45%, industry 24%, services 31% (2006 est.) 
Exports: 
$974 billion f.o.b. (2006 est.): machinery and equipment, plastics, optical and medical equipment, iron and steel. 
Imports: 
$777.9 billion f.o.b. (2006 est.): machinery and equipment, oil and mineral fuels, plastics, optical and medical equipment, organic chemicals, iron and steel. 
Major trading partners: 
U.S., Hong Kong, Japan, South Korea, Germany, Taiwan (2004). 
Communications: Telephones: 
main lines in use: 350.43 million (2005); mobile cellular: 437.48 million (2006) 
Radio broadcast stations: 
AM 369, FM 259, shortwave 45 (1998). 
Television broadcast stations: 
3,240 (of which 209 are operated by China Central Television, 31 are provincial TV stations and nearly 3,000 are local city stations) (1997). 
Internet hosts: 232,780 (2006) 
Internet users: 123 million (2006). 
Transportation: Railways: total: 71,898 (2002). 
Highways: total: 1,870,661 km; paved: 1,515,797 km (with at least 34,288 km of expressways) ; unpaved: 354,864 km (2004) 
Waterways: 123,964 km (2003) 
Ports and harbors: Dalian, Guangzhou, Nanjing, Ningbo, Qingdao, Qinhuangdao, Shanghai. 
Airports: 486 (2006 est.). 
GDP: 
China's economy is the 4th largest in the world in 2005. China has the world's fastest growing major economy, with a GDP of US $9.412 trillion in 2005. It's massive population of 1.3 billion have a per capita GDP in 2005 of US $1,709 (US $7,204 with PPP). 
GDP: $9 trillion (2005 est.) 
GDP - real growth rate: 10% (2005 est.) 
GDP - per capita (PPP): $7,200 (2005 est.) 
GDP - composition by sector: agriculture: 12.5%, industry: 47.3%, services: 40.3% (2005 est.), China's GDP expected to grow 10.5 percent in 2006 
China's per capita GDP to reach 2,400 U.S. dollars in 2010. 

Key indicators 2007 2008 2009 2010 2011 2012 
Real GDP growth (%) 11.4 9.8 9.0 9.0 8.6 8.4 
Consumer price inflation (%; av) 4.8 4.5 3.9 3.7 3.8 3.8 
Budget balance (% of GDP) 0.1 0.2 -0.2 -0.3 -0.3 -0.3 
Current-account balance (% of GDP) 11.6 10.4 10.0 9.8 8.9 7.6 
Commercial bank prime rate (%; year-end) 7.6 8.0 7.8 7.6 7.8 7.8 
Exchange rate Rmb:US$ (av) 7.61 7.05 6.77 6.50 6.25 6.03 
Exchange rate Rmb:¥100 (av) 6.46 6.78 7.05 6.95 6.81 6.57 
Source: The Economist 

THE HISTORY: 
China was discovered in the Huang He basin and date from about 5000 B.C. During the Shang dynasty (1500–1000 B.C.), the precursor of modern China's ideographic writing system developed, allowing the emerging feudal states of the era to achieve an advanced stage of civilization, rivaling in sophistication any society found at the time in Europe, the Middle East, or the Americas. It was following this initial flourishing of civilization, in a period known as the Chou dynasty (1122–249 B.C.), that Lao-tse, Confucius, Mo Ti, and Mencius laid the foundation of Chinese philosophical thought. 
The feudal states, often at war with one another, were first united under Emperor Ch'in Shih Huang Ti, during whose reign (246–210 B.C.) work was begun on the Great Wall of China, a monumental bulwark against invasion from the West. Although the Great Wall symbolized China's desire to protect itself from the outside world, under the Han dynasty (206 B.C.–A.D. 220), the civilization conducted extensive commercial trading with the West. 
In the T'ang dynasty (618–907 or the golden age of Chinese history—painting, sculpture, and poetry flourished, and woodblock printing, which enabled the mass production of books, made its earliest known appearance. The Mings, last of the native rulers (1368–1644), overthrew the Mongol, or Yuan, dynasty (1271–1368) established by Kublai Khan. The Mings in turn were overthrown in 1644 by invaders from the north, the Manchus. During these years, China remained largely isolated from the rest of the world's civilizations, closely restricting foreign activities. 
By the end of the 18th century only Canton (location of modern-day Hong Kong) and the Portuguese port of Macao were open to European merchants. But with the first Anglo-Chinese War in 1839–1842, a long period of instability and concessions to Western colonial powers began. Following the war, several ports were opened up for trading, and Hong Kong was ceded to Britain. Treaties signed after further hostilities (1856–1860) weakened Chinese sovereignty and gave foreigners immunity from Chinese jurisdiction. European powers took advantage of the disastrous Sino-Japanese War of 1894–1895 to gain further trading concessions from China. Peking's response, the Boxer Rebellion (1900), was suppressed by an international force. 
The death of Empress Dowager Tzu Hsi in 1908 and the accession of the infant emperor Hsüan T'ung (Pu-Yi) were followed by a nationwide rebellion led by Dr. Sun Yat-sen, who overthrew the Manchus and became the first president of the Provisional Chinese Republic in 1911. Dr. Sun resigned in favor of Yuan Shih-k'ai, who suppressed the Republicans in a bid to consolidate his power. Yuan's death in June 1916 was followed by years of civil war between rival militarists and Dr. Sun's Republicans. Nationalist forces, led by General Chiang Kai-shek and with the advice of Communist experts, soon occupied most of China, setting up the Kuomintang regime in 1928. Internal strife continued, however, and Chiang eventually broke with the Communists. 
In 1931, Japan launched an invasion of Manchuria, capturing the province. Tokyo set up a puppet state dubbed Manchukuo and installed the last Manchu emperor, Henry Pu-Yi (Hsüan T'ung), as its nominal leader. Japanese troops moved to seize China's northern provinces in July 1937 but were resisted by Chiang, who had been able to use the Japanese invasion to unite most of China behind him. Within two years, however, Japan had seized most of the nation's eastern ports and railways. The Kuomintang government retreated first to Hankow and then to Chungking, while the Japanese set up a puppet government at Nanking, headed by Wang Jingwei. 
Japan's surrender to the Western Allies in 1945 touched off civil war between the Kuomintang forces under Chiang and Communists led by Mao Zedong, who had been battling since the 1930s for control of China. Despite U.S. aid, the Kuomintang were overcome by the Soviet-supported Communists, and Chiang and his followers were forced to flee the mainland, establishing a government-in-exile on the island of Formosa (Taiwan). The Mao regime proclaimed the People's Republic of China on Oct. 1, 1949, with Beijing as the new capital and Zhou Enlai as premier. 
After the Korean War began in June 1950, China led the Communist bloc in supporting North Korea, and on Nov. 26, 1950, the Mao regime sent troops to assist the North in its efforts to capture the South. In an attempt to restructure China's primarily agrarian economy, Mao undertook the “Great Leap Forward” campaign in 1958, a disastrous program that aimed to combine the establishment of rural communes with a crash program of village industrialization. The Great Leap forced the abandonment of farming activities, leading to widespread famine in which more than 20 million people died of malnutrition. In 1959, a failed uprising against China's invasion and occupation of Tibet forced Tibetan Buddhism's spiritual leader, the Dalai Lama, and 100,000 of his followers to flee to India. The invasion of Tibet and a perceived rivalry for the leadership of the world Communist movement caused a serious souring of relations between China and the USSR, former allies. In 1965 Tibet was formally made an autonomous region of China. China's harsh religious and cultural persecution of Tibetans, which continues to this day, has spawned growing international protest. 
The failure of the Great Leap Forward touched off a power struggle within the Chinese Communist Party between Mao and his supporters and a reformist faction including future premier Deng Xiaoping. Mao moved to Shanghai, and from that base he and his supporters waged what they called the Cultural Revolution. Beginning in the spring of 1966, Mao ordered the closing of schools and the formation of ideologically pure Red Guard units, dominated by youths and students. The Red Guards campaigned against “old ideas, old culture, old habits, and old customs.” Millions died as a series of violent purges were carried out. By early 1967, the Cultural Revolution had succeeded in bolstering Mao's position as China's paramount leader. 
Anxious to exploit the Sino-Soviet rift, the Nixon administration made a dramatic announcement in July 1971 that National Security Adviser Henry Kissinger had secretly visited Beijing and reached an agreement whereby Nixon would visit China. The movement toward reconciliation, which signaled the end of the U.S. containment policy toward China, provided momentum for China's admission to the UN. Despite U.S. opposition to expelling Taiwan (Nationalist China), the world body overwhelmingly voted to oust Taiwan in favor of Beijing's Communist government. 

President Nixon went to Beijing for a week early in 1972, meeting Mao as well as Zhou. The summit ended with a historic communiqué on Feb. 28, in which both nations promised to work toward improved relations. Full diplomatic relations were barred by China as long as the U.S. continued to recognize the legitimacy of Nationalist China. Following Zhou's death on Jan. 8, 1976, his successor, Vice Premier Deng Xiaoping, was supplanted within a month by Hua Guofeng, former minister of public security. Hua became permanent premier in April. In Oct. he was named successor to Mao as chairman of the Communist Party. But Mao's death on Sept. 10 unleashed the bitter intraparty rivalries that had been suppressed since the Cultural Revolution. Old opponents of Mao launched a campaign against his widow, Jiang Qing, and three of her “radical” colleagues. The so-called Gang of Four was denounced for having undermined the party, the government, and the economy. They were tried and convicted in 1981. Meanwhile, in 1977, Deng Xiaoping was reinstated as deputy premier, chief of staff of the army, and member of the Central Committee of the Politburo. Beijing and Washington announced full diplomatic relations on Jan. 1, 1979, and the Carter administration abrogated the Taiwan defense treaty. Deputy Premier Deng sealed the agreement with a visit to the U.S. that coincided with the opening of embassies in both capitals on March 1. On Deng's return from the U.S., Chinese troops invaded and briefly occupied an area along Vietnam's northern border. The action was seen as a response to Vietnam's invasion of Cambodia and ouster of the Khmer Rouge government, which China had supported. 
In 1981, Deng protégé Hu Yaobang replaced Hua Guofeng as party chairman. Deng became chairman of the Central Committee's military commission, giving him control over the army. The body's 215 members concluded the session with a statement holding Mao Zedong responsible for the “grave blunder” of the Cultural Revolution. Under Deng Xiaoping's leadership, China's Communist ideology went through a massive reinterpretation, and sweeping economic changes were set in motion in the early 1980s. The Chinese scrapped the personality cult that idolized Mao Zedong, muted Mao's old call for class struggle and exportation of the Communist revolution, and imported Western technology and management techniques to replace the Marxist tenets that had slowed modernization. 
The removal of Hu Yaobang as party chairman in Jan. 1987 signaled a hard-line resurgence within the party. Hu—who had become a hero to many reform-minded Chinese—was replaced by former premier Zhao Ziyang. With the death of Hu in April 1989, the ideological struggle spilled into the streets of the capital, as student demonstrators occupied Beijing's Tiananmen Square in May, calling for democratic reforms. Less than a month later, the demonstrations were crushed in a bloody crackdown as troops and tanks moved into the square and fired on protesters, killing several hundred. In annual sessions of the rubber-stamp National People's Congress in 1992 and 1993, the government called for accelerating the drive for economic reform, but the sessions were widely seen as an effort to maintain China's moves toward a market economy while retaining political authoritarianism. At the session in 1993, Communist Party leader Jiang Zemin was elected president, while hard-liner Li Peng was reelected to another five-year term as prime minister. Since 1993, the Chinese economy has continued to grow rapidly. 

Deng Xiaoping's death in Feb. 1997 left a younger generation in charge of managing the enormous country. In 1998, Prime Minister Zhu Rongji introduced a sweeping program to privatize state-run businesses and further liberalize the nation's economy, a move lauded by Western economists. On July 1, 1997, when Britain's lease on the New Territories expired, Hong Kong returned to Chinese sovereignty, and in 1999, the Portuguese colony of Macao also was returned to Chinese rule. In Aug. 1999, China rounded up thousands of members of the Falun Gong sect, a highly popular religious movement. The government considers the apolitical spiritual group threatening because its numbers exceeded the membership of the Chinese Communist Party. China severely restricts its citizens' civil, religious, and political rights. The use of torture has been widely documented, and for many years it has executed more people than any other country in the world, carrying out more than three-quarters of the world's executions. China was admitted to the World Trade Organization in Nov. 2001. Its entry ended a 15-year debate over whether China is entitled to the full trading rights of capitalist countries. 
In Nov. 2002, Vice President Hu Jintao became general secretary of the Communist Party at the 16th Party Congress, succeeding President Jiang. Hu Jintao also assumed the presidency in March 2003. Severe acute respiratory syndrome (SARS), a worldwide health threat, hit China in March 2003. After coming under fire by the World Health Organization for underreporting the number of its SARS cases, China finally revealed the alarming extent of its epidemic. Beijing officials angered democracy advocates in Hong Kong in April 2004, when they banned popular elections for Hong Kong's chief executive, scheduled for 2007. Tension between China and Taiwan intensified in March 2005, when China passed an anti-secession law that said the country could use force if Taiwan moved toward achieving independence. “The state shall employ non-peaceful means and other necessary measures to protect China's sovereignty and territorial integrity,” the legislation said. Taiwanese president Chen Shui-bian called the bill a “law of aggression.” 
In June 2005, the China National Oil Corporation (Cnoc) bid $18.5 billion to take over the U.S. oil company Unocal. The Chinese firm withdrew the bid in August amid strong resistance from U.S. officials. After months of pressure from the Bush administration, China announced in July 2005 that it will no longer peg the yuan to the dollar. Instead, the yuan is linked to a fluctuating group of foreign currencies. The police shot and killed about 20 people who were protesting the construction of a power plant in the southern city of Dongzhou in December. Chinese officials blocked the spread of information about the event. Government officials announced in December that China's economy had grown by 9% in 2005. China is poised to have the world's fourth-largest economy, after the United States, Japan, and Germany. 
In May 2006, China completed construction on the Three Gorges Dam, the largest hydroelectric dam in the world. More than a million people will be displaced when the area is flooded. In July 2006, China opened a $4.2-billion, 710-mile-long railway from Qinghai Province to the Tibetan capital of Lhasa. The highest railway in the world, it ascends as high as 16,500 ft, requiring all compartments to have regulated oxygen levels. The railway will increase ethnic Chinese migration into Tibet, which many see as a deliberate attempt to dilute Tibetan culture. China tested its first anti-satellite weapon in January 2007, successfully destroying one of its own weather satellites. This action can be deemed the move a provocative challenge to the 

United States' supremacy in space-based technology or China is seeking to push the U.S. toward signing a treaty to ban space-based weapons. 
In the spring and summer of 2007, dog food and toothpaste products that originated in China were recalled due to the presence of poisonous ingredients, leading many to question the safety of Chinese products and the reliability of its regulatory system. In July, China's former head of the State Food and Drug Administration was executed for accepting bribes from pharmaceutical companies in exchange for favors. 
THE ECONOMIC OUTLOOK: 
The Chinese government will struggle to balance a desire to reduce social inequalities with the need to manage an increasingly challenging economic environment in 2008-12. Strengthening control over the regions will also be a priority for the central authorities, as more money is directed from the centre to the regions to fund welfare spending. Following his promotion at the congress of the ruling Chinese Communist Party (CCP) in October 2007, the party secretary of Shanghai, Xi Jingping, appears to be the favorite to assume the leadership of the CCP and the country from the president, Hu Jintao, when his term expires in 2012. The integration of China into the world political system will cause tensions with the US, not least because the two countries' political perspectives differ sharply, and disagreements over Iran, Taiwan and Central Asia are likely. Relations with Japan will remain difficult, despite a recent easing of tensions. China will become more diplomatically proactive, especially in Africa. Real GDP growth is forecast to slow but will remain impressive, easing from 11.4% in 2007 to 8.4% in 2012. The Economist Intelligence Unit expects domestic demand to strengthen over the period, as consumption is boosted by strong wage growth, offsetting a deterioration in the contribution of net exports to growth. Downside risks are posed by the threat of a loss of consumer confidence, although the government has room to increase its spending sharply. Gross fixed investment growth will slow gradually from 2007, partly owing to higher interest rates. Consumer price inflation is likely to remain a persistent challenge for the government in 2008-12, as labour shortages push up wages and rapid demand growth tests supply constraints, notably in agriculture. The renminbi will continue to be held in a closely managed exchange-rate system, while also being allowed to appreciate gradually against the US dollar. Increasing volatility and sustained appreciation will occur early in the forecast period, with market forces gradually exerting more influence over the exchange rate. The government will slowly ease restrictions on the capital account. The current-account surplus will fall as a proportion of GDP during the forecast period, as goods export growth slows and GDP continues to rise rapidly. In manufactured goods, export competitiveness will be eroded by soaring costs and the renminbi's rise. Services exports will be boosted in 2008 by the Olympic Games in the capital, Beijing. Investment income from abroad will rise strongly. 
CHINESE CULTURE AND HOW BUSINESS IS DONE IN CHINA: 
Governmental procedures for foreign investors in establishing investments in China is extremely complicated, thus if one is unfamiliar of the procedures, one will delay his/her business opportunities. Therefore it is important for one to be familiar with the investment procedures before carrying out his/her investment in China. A safer and more appropriate way will be to seek help from local organizations familiar in the same field of business or consultant firms who are able to provide professional advice and assistance. Willpower and patience may be essential for an investor to be successful, however it is necessary for one to require help from professional bodies to ensure that success will be achieved. 
Seeking a suitable local cooperative partner can be a shortcut one undertakes when developing the China market. Many investors had established Sino-foreign joint venture, Chinese-foreign cooperative enterprise, etc. as a stepping stone to enter the China market, thus which investment mode to choose one will have to accord with the enterprise's characteristics and has to be the most suitable for developing the enterprise’s business and assisting its march into the China market. Some investors who had made investments in China for many years proposed to small and medium-sized enterprises to take one step at a time when making investments. They should not be too ambitious initially. It will be best if they establish cooperation with local partners so as to reduce their investment risk. Even though China’s investment environment is constantly maturing, domestic regional developments imbalances still exist, therefore building cooperation with local companies will be the most ideal way to protect foreign investors’ interests and investments. 
China’s labor market very much appeals to many foreign investors. This is because on one hand, labor cost is low, and on the other hand, through 20 years of reform, China’s workforce has become matured and their skills have been constantly upgraded, especially in the coastal cities. Educational development is undergoing at a tremendous pace in China, thus it is no longer difficult to hire high quality labor force in China today. Many successful foreign investors have even credited their success in China to their China’s local staff. One big problem that is causing headache to foreign investors is how to maintain good relationship (Guanxi) with the local staff. First of all, top management should cultivate the company’s vision and values into the employees because what the local people are taught under China’s educational system may crash with the foreign management system. Thus only by letting the employees understand the company better can allow the company to function better. Chinese emphasize very much on courtesy and face-saving. This has to do very much with China’s traditional culture, and courtesy can be seen in every aspect in the business world. Being courteous to government official, cooperative partner and staff is thus essential. Senior president of China’s Siemens Company has rated courtesy as the top importance while summarizing his China’s experiences. Besides displaying courtesy on general commercial affairs, respecting traditional customs and practices is also vital. Chinese people are very hospitable, but their self-esteem is very strong and they pay very much attention on how other people view them and their attitude towards them. This phenomenon can be seen greatly in Northern China, which is associated with ‘face-saving’. 
While doing business with the counterpart or partner, it is essential to give face or respect to the partner or the other party, so that in this way strong cooperation can be fostered and the business will be able to grow and last. Many foreign corporations have strict requirements on their staff in their home country, however in China, this management method may backfire. Past experiences have shown that this kind of strict management method may not be suitable for the Chinese’s gentle personalities. Employees’ morale will be affected and they may lose the willingness and motivation to work in the company. Thus handling organizational relationship in China context is a necessary skill for foreign investors to acquire in order to handle interpersonal problems in the Chinese way. It is important for foreign investors to be flexible in their 

management and be sensitive to China’s culture in order to devise an ideal management system best suited for their companies’ organizational culture. 
WHAT IS GUANXI AND WHY IT IS IT IMPORTANT: 
Literally, Guanxi means connection and is made up by two words: guan and xi. According to Modern Chinese Dictionary, guan, as a noun, originally refers to a juncture or a pass that is usually of strategic importance. It is then used figuratively to refer to barriers such as in technical barriers. In human relations, Guanxi can refer either to the state of tow or more parties being connected or the connected parties themselves. Although connotations of Guanxi may differ in different Chinese societies and change over time within a given Chinese society, one can still trace some of the fundamentals meanings of Guanxi to ancient Chinese philosophies, especially to the writings of Confucianism. Confucianism is the historical and cultural roots of Guanxi. However, per King (1991), Guanxi is a relatively modern expression and is not found in the Confucian classics; instead the word “lun” is used (King, 1991, pg. 67). The term “lun” is hardly well known today to the general public in China, yet it captures some of the most essential aspects of the ancient Chinese social system and its political and moral philosophy. The Confucian prescriptions of social relationships appeared to put conflicting demands on the Chinese individual. On one hand, in a relations-oriented society, one was a socially dependent being, which made it imperative to know one’s social position, to fulfill one’s duties and obligations, and to observe the appropriate of moral standards. 
China's cultural and economic dynamics has made China one of the fastest-growing countries in the world. More people speak Chinese than any other language. Chinese culture is one of the most ancient cultures in the world. While other ancient civilizations have declined, Chinese civilization has continued to evolve for thousands of years to the present day. It is widely acknowledge that Chinese culture has a different perception of how business is conducted. Social capital is a core concept in business, economics, organizational behavior, political science, and sociology, defined as the advantage created by a person’s location in a structure of relationships. It explains how some people gain more success in a particular setting through their superior connections to other people. 
In China, Guanxi (relationship) is a complicated field. A special feature of doing business in China will be that Guanxi (relationship) in China will have to include relationship with the government body, investors, partners and even relationship with your own staff, so when doing business in China, it is important for foreign investors to learn to coordinate with the China government, especially establishing good relationship with government bodies dealing with foreign trade and economic cooperation. 


PHASE II 
Day 1-2: Mar 14-15, 2008 
• Depart LAX, crossed the international dateline on Air China flight CA 984, there was no IFE (in-flight entertainment system on board). It was a long flight but I was too tired from the crisis at work earlier and didn’t even notice how long it was. Before we even noticed the time difference, we arrived at Beijing Capital International Airport at 5:40 a.m. The airport was huge and was almost empty, the lines at customs were not long at all. It took the group about half an hour to complete customs and headed to our bus. Outside the custom area, in the terminal, I noticed the Starbucks which was opened on Oct 1, 1999. The new outlet in the airport, covering 130 square meters, was the first Starbucks shop in a Chinese mainland airport. Starbucks, which operates more than 7,600 coffee shops around the world, has opened more than 30 outlets in Beijing. Since it opened its first cafe on the Chinese mainland in 1999, Starbucks has now over 270 shops across China. 
• I was very excited to see the first sign of home, however, when we ordered a drink with non-fat milk, the barista politely nodded his head to signal his understanding but yet when we got our drinks, there was whole milk in them. We later found out by going to the supermarkets that non-fat milk doesn’t exist in China. 
• We left the airport around 9 a.m and headed for our hotel. Beijing was still asleep and since it was a weekend day, there was not much traffic on the road. We were formally introduced to our Beijing tour guide, Kevin or Yang in Chinese. Kevin introduced us to the driver and Mr. Lee, who was our drive and who speaks no English at all. While we were on the way to our hotel, we introduced ourselves to the group. There are 23 of us and most of us were from the San Diego are. 
• We weren’t allow to check in at Capital Hotel in Beijing yet since it’s not time to check in, I wished they , very nice and impressive. This is being rated as a five-star hotel 

Capital’s hotel main lobby 
• After we dropped off our luggages, we headed to Tiananmen Square, it was walking distance from our hotel. As soon as the bus parked, we were flocked by street vendors, and all of them were very young. They were selling t-shirts, hats, knock-offs Olympics souvenirs. It was a fifteen minutes walk from our bus to Tiananmen Square , the weather was extremely chilly and cold. There were many people but mostly were Chinese and not tourists, perhaps, Tiananmen Square is a weekend destination. It reminded me of Central Park in NYC. 
• Located at the center of Beijing City is Tiananmen Square, where you can visit Tiananmen Tower, Monument to the People's Heroes, Great Hall of the People, Mao Zedong Memorial Hall and see the national flag raising ceremony. Thousands of people come to the Square every day. It is the must place to visit in Beijing City. At the north end of the Square is Tiananmen Tower. Initially built in 1417 during the Ming Dynasty (1368 A.D.- 1644 A.D.), the Square was the front door of the Forbidden City. The most important use of it in the past was to declare in a big ceremony to the common people who became the emperor and who became the empress. Until 1911 when the last feudal kingdom was over, no one could enter the Tower except for the royal family and aristocrats. 
• 

Tiananmen Square 
• At the north end of the Square is Tiananmen Tower. Initially built in 1417 during the Ming Dynasty (1368 A.D.- 1644 A.D.), the Square was the front door of the Forbidden City. The most important use of it in the past was to declare in a big ceremony to the common people who became the emperor and who became the empress. Until 1911 when the last feudal kingdom was over, no one could enter the Tower except for the royal family and aristocrats. 
• The granite Monument to the People's Heroes is just at the center of the Tiananmen Square. Built in 1952, it is the largest monument in China's history. ' The People's Heroes are Immortal' written by Chairman Mao is engraved on the monument. Eight unusually large relief sculptures show to the people the development of Chinese modern history. Two rows of white marble railings enclose the monument. 

The Granite Monument 
• We then visit the Forbidden City, behind the Tiananmen Square’s giant gate. 
• 

• The Forbidden City was the Chinese imperial palace from the mid-Ming Dynasty to the end of the Qing Dynasty. It is located in the middle of Beijing, China and now houses the Palace Museum. For almost five centuries, it served as the home of the Emperor and his household, and the ceremonial and political centre of Chinese government. Built from 1406 to 1420, the complex consists of 980 surviving buildings with 8,707 bays of rooms and covers 720,000 square meters. The palace complex exemplifies traditional Chinese palatial architecture, and has influenced cultural and architectural developments in East Asia and elsewhere. The Forbidden City was declared a World Heritage Site in 1987, and is listed by UNESCO as the largest collection of preserved ancient wooden structures in the world. Since 1924, the Forbidden City has been under the charge of the Palace Museum, whose extensive collection of artwork and artifacts were built upon the imperial collections of the Ming and Qing dynasties. The site of the Forbidden City was part of the Imperial city during the Mongol Yuan Dynasty. Upon the establishment of the Ming Dynasty, the Hong-wu Emperor moved the capital from Beijing in the north to Nanjing in the south, and ordered that the Mongol palaces be razed. When his son Zhu-Di became the Yongle Emperor, he moved the capital to Beijing, and construction began in 1406 of what would become the Forbidden City. Construction lasted 15 years, and required more than a million workers to complete. 
Meridian Gate in the Forbidden City 
• In the afternoon, we visited Silk Street on our own. Silk Street is known as the third best-known tourist destination in Beijing after the Palace Museum and the Great Wall," Silk Street (aka Xiushui Market) attracts approximately 20,000 visitors daily (from 9am to 9pm) on weekdays and between 50,000 to 60,000 on weekends as of 2006. This 35,000 square meter complex houses 1,700 retail vendors and over 3,000 salespeople spread over seven floors with three levels of basements. Many of the stalls have over the years gained local and internationally reputation for selling counterfeit luxury designer brands at relatively low prices. Some have carried on this trademark despite growing pressures from the management, the Chinese government, and famous name brand companies. Debuted on March 19th, 2005 and replacing the old alley based Xiushui Market, the current Silk Street establishment has diversified their business scope. In addition to selling fashion apparels & accessories such as hats, handbags, shoes, belts, sportswear, silk fabrics like their predecessor, the new Silk Street have introduced traditional Chinese handicrafts, antiques, calligraphy, carpets, table cloths, bed coverings, paintings, hand-knit dresses, toys, electronic gadgets, trinkets, and fine jewelry. Reputable Tongrentang Pharmacy, Quanjude 

Peking Roast Duck restaurant, and multinational coffee and restaurant chains such as Lavazza, SPR Coffee, Caffe L'affare, Subway, and TCBY have also joined Silk Street's bid to become the "ultimate one-stop tourist destination" in Beijing. Silk Street is built along Line 1, Beijing Subway next to Guomao (China World Trade Centre) with a direct basement link to Yonganli subway station. Despite the intellectual property rights disputes with major brand names such as Louis Vuitton, Gucci, Prada, Chanel, one can find a look alike Gucci or Chanel purse for under ten dollars. 
• Since the grand opening on March 19th, 2005, Silk Street has conducted reforms in attempt to regulate and crackdown on violations of IPR in the market. Despite the efforts, counterfeits were still found inside the shopping center. 

Silk Street’s basement 
Day 3: Mar 16, 2008 
• Our agenda was the Great Wall and Summer Palace 
• The Great Wall of China is a series of stone and earthen fortifications in China, built, rebuilt, and maintained between the 5th century BC and the 16th century to protect the northern borders of the Chinese Empire during the rule of successive dynasties. Several walls, referred to as the Great Wall of China, were built since the 5th century BC. The most famous is the wall built between 200 BC - 220 BC by the first Emperor of China, Qin Shi Huang; little of it remains; it was much farther north than the current wall, which was built during the Ming Dynasty. The Great Wall stretches over approximately 6,400 km (4,000 miles) from Shanhaiguan in the east to Lop Nur in the west, along an arc that roughly delineates the southern edge of Inner Mongolia, but stretches to over 6,700 km (4,160 miles) in total. At its peak, the Ming Wall was guarded by more than one million men. It has been estimated that somewhere in the range of 2 to 3 million Chinese died as part of the centuries-long project of building the wall. Most of the walls are not safe to walk and only seventh towers at Ba-Da-Ling remains as tourist attractions. 
The Great Wall 
• The Summer Palace or Yi he yuan, literally "Garden of Nurtured Harmony is a palace in Beijing, China. The Summer Palace is mainly dominated by Longevity Hill (60 meters high) and the Kunming Lake. It covers an expanse of 2.9 square kilometers, three quarters of which is water. The central Kunming. Lake covering 2.2 square kilometers was entirely man madeand the excavated soil was used to build Longevity Hill. In its compact 70,000 square metersof building space, one finds a variety of palaces, gardens, and other classical-style architectural structures. The Summer Palace started out life as the Garden of Clear Ripples in 1750 (Reign Year 15 of Emperor Qianlong). Artisans reproduced the garden architecture styles of various palaces in China. Kunming Lake was created by extending an existing body of water to imitate the West Lake in Hangzhou. The palace complex suffered two major attacks--during the Anglo-French allied invasion of 1860, and during the Boxer Rebellion, in an attack by the eight allied powers in 1900. The garden survived and was rebuilt in 1886 and 1902. In 1888, it was given the current name, Yihe Yuan. It served as a summer resort for Empress Dowager Cixi, who diverted 30 million taels of silver, said to be originally designated for the Chinese navy (Beiyang Fleet), into the reconstruction and enlargement of the Summer Palace. 

The Summer palace 
• For dinner, we had Peking duck, a Beijing delicacy. Peking Duck, or Peking Roast duck is a famous duck dish from Beijing that has been prepared since the Yuan Dynasty, and is now considered one of China's national foods. The dish is prized for the thin, crispy skin, with authentic versions of the dish serving mostly the skin and little meat, sliced in front of the diners by the cook. Ducks are bred specially for the dish, which after 65 days are slaughtered and seasoned before it is roasted in a closed oven or a hung oven. The meat is often eaten 

with pancakes, spring onions and hoisin sauce. The two most notable restaurants in Beijing which serve this delicacy are Quanjude and Bianyifang, two centuries-old establishments which have become household names. 
• 
Peking Duck 
Day 4: Mar 17, 2008 
• We had a morning lecture at University of International Business & Economics on the topic Foreign Direct Investments in China by Dr. Xiaoling Huang 
• According to Dr. Huang’s lecture, China is a must play place for any global company 
• General trends of FDI development has been going up 
• World FDI trend experiences many up and down vs. China FDI tend, China FDI trend is very smooth, steady and continuous upward trend. 
• The major considerations that China has to attract FDI are: 
o Overcome the shortage of domestic fund for economic reconstruction 
o Introduce foreign management and technological know how. 
• Efforts to attract FDI accelerated after mid 1980s. 
• China’s success to attract FDI was mostly in the 1990s. 
• The major changes to attract even more FDI are: 
o Increase encouragement and reduced restricted and prohibited 
o Stress on energy saving and environment protection 
o Shift away from encouraging exported oriented projectes 
o To encourage more balanced distribution of FDI 
o To ensure national economic securities, cautious opening of strategic and suitable sectors 
o Unlisted is prohibited 

• Visit Invitrogen in Beijing 
• Company’s tour and explaination on how employees were being selected and how long the company was present in China 
• HuTong Tour on rick shaw 
• The Hutong Tour starts from along Shishahai near the vegetable and fruit market. In the deepest of the hutong, they were taken to visit Prince Gong's Mansion, famous in the Qing Dynasty. In the past, princes', generals' and ministers' housed with courtyards were scattered around the outside of the Forbidden City. Linking up those courtyard houses were lanes and alleys called hutongs. The word "hutong" probably came into use during the Yuan Dynasty (1271-1368), as it is a Mongolian word, meaning "well". These residential areas were so called because where there is a well, there are people living nearby. As a result, the Hu Tong has become a part of Beijing life and now is an informal symbol of the city. Inside Prince Gong's Mansion there is an ancient well, and exhibits allowing visitors to understand more about hutongs. 

The original famous quadrangle in Beijing 

• We felt very GREEN and eco friendly riding in the back of the rickshaw, however, our rickshaw drive was really skinny and I felt as if he was only half my size. I don’t know how much it costs for the one hour ride but at the end of the tour, we were told to tip the rickshaw driver 10 yuan for each person (that is an equivalent of $3 for the hour). 

The Rick Shaw bikes waiting for customers 
• We stopped by to visit the Bird’s Nest and got hit with a sandstorm 
• Many sites around the Bird’s Nest were still under construction 
• The Beijing National Stadium also known as the National Stadium, or the "Bird's Nest" (for its architecture, is a stadium under construction on the Olympic Green in Beijing, China that is scheduled for completion in March, 2008. The stadium will host the main track and field competitions for the 2008 Summer Olympics, as well as the opening and closing ceremonies. It is located right next to the Beijing National Aquatics Centre 
• The stadium can seat as many as 91,000 spectators during the Olympics. The capacity will then be reduced to 80,000 after the Games. It has replaced the original intended venue of the Guangdong Olympic Stadium[citation needed]. The stadium is 330 metres long by 220 metres wide, and is 69.2 metres tall. The stadium uses 258,000 square metres of space and has a usable area of 204,000 square metres. It was built with 36 km of unwrapped steel, with a combined weight of 45,000 tonnes. The stadium has some 11,000 square metres of underground rooms with waterproof walls. The stadium will cost up to 3.5 billion yuan (≈ 423 million USD). Upon completion, this stadium will boast a state of the art Solar PV system produced by Suntech Power. 

Model of the Bird’s Nest 
• At night, we went to see the Kung Fu Show at the Red theather, the music was good and I fell asleep throughout the later half of the show, must be the chanting of the monks, it was very soothing to the ears. The Legend of Kung Fu follows the story of a young boy found wandering outside an ancient temple. Like every boy in China, he dreams of becoming a Kung Fu master. On the road to enlightenment the young monk encounters many difficulties and temptations. The show has English subtitles shown above the stage to keep you informed of the story line. The actors do not speak, the show is all Kung Fu, dance and acrobatics. It is the fusion of modern dance with Chinese traditional arts which make this performance unique and spectacular. The best Kung Fu practitioners from all over China have been found for this production and it shows on the stage. Their average age is just 17 years old! Additionally the costumes, set design and special effects are up to international standards, created by some of the best stage directors and designers in China. The Legend of Kung Fu is produced by China's leading performance art production company, China Heaven Creation International Performing Arts. rt prod 

Day 5: Mar 18, 2008 
• We visited Evergreen Commune and Commune Kindergarten 
• There are close relationships between rural schools and communes. In fulltime primary and middle schools, emphasis is placed on the teaching and learning of scientific and cultural knowledge, but the principle of combining education with productive labour is also consistently followed and work-and-study programs are actively carried out. The agricultural middle schools and agro-technical schools, basing their curricula on a work-and-study system, are directly governed by the communes and train agro-technical personnel for them. The communes provide various resources and facilities for schools. The present situation in the field of rural education is that secondary education is being structurally reformed and primary education popularized. At the evergreen commune, kids at age 4 were able to play piano and violins. The kids were very disciplined in the classrooms and no talking were allowed between children during class. 
• Lecture at Capital University of Economics and Business with Dr. Kang on “Doing Business in China 
• China's auto market exploded in 2003, passenger car sales jumping 82% year-over-year. Yet China's auto industry is still in early stages with strong growth projected for years ahead. 8.7 million car sold in 2007. 
• China is the world's largest telecommunications market with some 500 million mobile subscribers and 270 million land line subscribers. 
• Chinese household appliance manufacturers are experiencing growth in excess of 35% per year. The demand for China's household electric appliances, both domestic and for export, pushed production levels overall for many small and major appliance product categories up 40 to 50 percent or more 
• At approximately 1.3 billion people, China is the world's most populous nation, yet Internet penetration and e-commerce are still in the developmental growth stages. According to statistics released by the China Internet Network Information Center, China, with nearly 150 million Internet users, currently rank the first . With the number of Internet users growing at around 5% a month, a household penetration rate of 25% percent is conceivably only three or four years off 
• With comparison to the early use of the trademark in Medieval Europe, whose purpose was to preservation of gild standards of production and the enforcement of gild or other local monopolies (so it was compulsory, not optional), the case in China was totally different. In China, a brand name was used to manifest that the producer or the merchant was confident with his product, and was willing to undertake the responsibility in case the consumer was unsatisfied with it. This helped to erect a reliable image, and to impress on the mind of the purchaser the excellence of the product. 
• Due to the “open policy”, and after two decades of economic reformation, China is no longer an isolated island in the global market. More and more foreign products with their brands are becoming familiar to the Chinese people. There have already been some cases of success in this field, as well as some failed ones. Case studies show that foreign brand names bear both some advantages and disadvantages with comparison to the local developed brand names. 

Day 6: Mar 19, 2008 
• STAMPEDED DAY at Hongqiao Airport. There was no line, everyone pushed on each other, even old ladies, everyone cut in front of everyone else. There was one fat crowd and absolutely no lines. We were horrified but after an hour of fighting Chinese kungfu. We made it to the other side. Chinese customs got very mad when you have little bottles in your bag even though they were inside the quatz size bag, they still opened all the bottles and sniff them. What if the bottles have poisonous gas? Oh well, I guess who 

would want to do that in China? An hour flight later, we arrived in Shanghai, much smaller airports than the one in Beijing, but there was no pushing and people seemed to be nicer as well. After we were greeted by our Shanghai tour guide, Stacy. We were heading to the Bund, the Pudong TV Tower and Shanghai Museum. 
• The Bund usually refers to the buildings and wharves on this section of the road, as well as some adjacent areas. The Bund is one of the most famous tourist destinations in Shanghai. Building heights are restricted in this area. The word "Bund" means an embankment or an embanked quay, and comes from the Urdu word band, meaning an embankment, levee or dam (a cognate of English terms, bind and band, German term, bund, etc.). "Bund" is pronounced to rhyme with "fund". The term was brought to India (where it came to be pronounced as "bund") by either the Mughals in at the beginning of the 16th century, or possibly, by the Baghdadi Jews like the family of David Sassoon, and thence to Shanghai by the family of Victor Sassoon. There are many "bands" to be found in Baghdad, even today. There are numerous sites in India, China, and Japan which are called "bunds". However, "The Bund" as a proper noun almost invariably refers to this stretch of embanked riverfront in Shanghai. 
• It was very refreshing to visit the Bund mid day. The weather seemed very fresh and there were not too many street vendors. One can see the beautiful backdrops around the Bund. I love it, love the atmosphere and I guess the airport experience made the Bund even more enjoyable. We walked around, looked at different food that the street vendors offer. From the Bund area, we can see the Pudong TV tower very well although there was a bit overcast. 

The Bund area 
• The Pudong TV tower: 
• The Oriental Pearl TV Tower is located in Pudong Park in Lujiazui, Shanghai. The tower, surrounded by the Yangpu Bridge in the northeast and the Nanpu Bridge in the southwest, creates a picture of 'twin dragons playing with pearls'. The entire scene is a photographic jewel that excites the imagination and attracts thousands of visitors year-round. This 468 meters high (1,536 feet) tower is the world's third tallest TV and radio tower surpassed in height only by towers in Toronto, Canada and Moscow, Russia. However, even more alluring than its height is the tower's unique architectural design that makes the Oriental Pearl TV Tower one of the most attractive places anywhere. The base of the tower is supported by three seven-meter wide slanting stanchions. Surrounding the eleven steel spheres that are 'strung' vertically through the center of the tower are three nine-meter wide columns. There are three large spheres including the top sphere, known as the space module. Then there are 

five smaller spheres and three decorative spheres on the tower base. The entire structure rests on rich green grassland and gives the appearance of pearls shining on a jade plate. Visitors travel up and down the tower in double-decker elevators that can hold up to fifty people at the rate of seven meters per second. The elevator attendants recite an introduction to the TV Tower in English and Chinese during the rapid 1/4-mile ascent. Once you reach your destination, you will be amazed at the variety of activities available as the various spheres and columns actually house places of interest, commerce, and recreation. The inner tower is a recreational palace, while the Shanghai Municipal History Museum is located in the tower's pedestal. The large lower sphere has a futuristic space city and a fabulous sightseeing hall. From here, on a clear day a visitor can see all the way to the Yangtze River. The base of the tower is home to a science fantasy city. The five smaller spheres are a hotel that contains twenty-five elegant rooms and lounges. The pearl at the very top of the tower contains shops, restaurants, (including a rotating restaurant) and a sightseeing floor. The view of Shanghai from this height fills you with wonder at the beauty that surrounds you. When viewed from the Bund at night, the tower's three-dimensional lighting makes it a delight of brilliant color. It is amazing that this ultra-modern tower combines ancient concepts such as the spherical pearls, with 21st Century technology, commerce, recreation, educational and conference facilities. All of this and it really is a TV and radio tower that services the Shanghai area with more than nine television channels and upwards of ten FM radio channels. Truly, 'oriental pearl' is the most suitable name for this tower. 

The Pudong TV Tower 
• Shanghai Museum 
• Admission was free which was very impressive and it’s located at a major intersection. The pot and bronzes were amazing antiques. 
• We went to see Shanghai Acrobatic show, excellent performers. 
• We also had CPK, it was delicious, and to our surprise, the staff at CPK has fluent English but they are not Chinese. They looked like they were Indian descend. 
• Checked in our hotel, Central Hotel Shanghai 
• Conveniently located in shopping and business district and adjacent to the Nanjing Road Pedestrian Mall, the Central Hotel Shanghai brings guests enough convenience for business, sightseeing, catering and entertainment purposes. A total of 27 floors covering 319 luxurious rooms, with 7 distinctly styled restaurants and bars, multi-function rooms, fitness center, and sauna. The convenience of the location and the state of the art facilities has made the Central Hotel Shanghai a popular choice by both business travelers and leisure makers. 

Central Hotel in Shanghai 

Day 7: Mar 20, 2008 
• Lecture at Shanghai’s University on China’s banking system by professor Tony Koo 
• Prof. Koo showed us pictures of the new campus, largest comprehensive university in Shanghai 
• Shanghai Technology Entrepreneurship Foundation for graduates 
• Chinese government fund 100 million yuan each year for university graduates to start their own company 
• Goals of economic reforms 
• Establishing a socialist market economy – market will become principal mechanism of resources allocation while state becomes an indirect regular or market activities 
• Starting from 2003, GPD has gone to 3 digits RMB 20, 940 
• The banking system in China is very complicated 
• CAR – Capital Adequacy Ratio 
• In 2010, there will be the World Expo Shanghai. 
• ICBC – Industrial & Commercial Bank of China is the largest bank in China and not Bank of China like most people think 
• Within 4-5 years, deposits in China doubled. 
• Non performing loans ration has gone down from 30.5 to 6.63. 
• Guanxi is still very important in China 
• To build Guanxi is not easy if a business person wants to pay for guanxi, doesn’t mean it will be acceptable 
• In order for guanxi to work, you have to have lots of money and lots of brain power. 

Shanghai University 
• In the afternoon, we visited the GM factory in Shanghai 
• It was quite impressive to see how cars are being manufactured and to find out that GM is the number one car sellers in China. 
• Established on June 12, 1997, Shanghai General Motors Co. Ltd. (Shanghai GM) is a 50-50 joint venture partnership between General Motors and Shanghai Automotive Industry Corp. Group (SAIC), one of China's largest passenger car manufacturers. Shanghai GM's overriding goals are to become the leading domestic automaker and an internationally 

competitive vehicle manufacturer. In 2005, Shanghai GM sold 325,429 vehicles, ranking it first in sales among domestic passenger car producers. It is the first domestic automaker to sell 1 million vehicles within its first eight years of operation and is the only automaker named one of China's Most Admired Companies for five consecutive years. With its customer-oriented and market-driven philosophy, Shanghai GM offers a comprehensive and diverse product portfolio. Its sells vehicles under four major brands: Buick, Chevrolet, Cadillac and Saab. Its portfolio includes the Buick Royaum premium sedan, Buick LaCrosse premium sedan, Buick Regal upper-medium sedan, Buick Excelle lower-medium family, Buick GL8 executive wagon family, Chevrolet Epica intermediate sedan, Chevrolet Lova small car, Chevrolet Aveo hatchback, Chevrolet Sail small car family, Cadillac XLR luxury roadster, Cadillac SRX medium luxury utility vehicle, Cadillac CTS luxury sedan, Saab 9-5 premium sedan, Saab 9-3 convertible and Saab 9-3 sport sedan. All Shanghai GM vehicles incorporate some of the latest industry technology and are leaders in their respective segments in features, functionality, safety, comfort and emissions. Shanghai GM has adopted an all-inclusive lean manufacturing-based system that handles every aspect of the production process, including purchasing, logistics, manufacturing, sales, aftersales and quality management. Shanghai GM also boasts China's first flexible manufacturing system, which allows the production of vehicles with different platforms on a single line and covers all operations for producing complete vehicles, including press, body, paint and assembly, as well as the entire process for manufacturing engines and transmissions. In addition, Shanghai GM has adopted GM's Global Manufacturing System (GMS), applying the five key principles of people involvement, standardization, built-in quality, short lead times and continuous improvement throughout the entire manufacturing process. Shanghai GM operates vehicle manufacturing facilities in three Chinese cities. It has two plants in Shanghai. It is partners with GM China and SAIC and oversees the management of Shanghai GM Dong Yue Motors Co. Ltd. in Yantai, Shandong, and Shanghai GM (Shenyang) Norsom Motors Co. Ltd. in Shenyang, Liaoning. Shanghai GM also has two powertrain facilities: Jinqiao Powertrain in Shanghai and Shanghai GM Dong Yue Automotive Powertrain Co. Ltd. in Yantai. Shanghai GM has an annual manufacturing capacity of 480,000 vehicles, which makes it among the largest vehicle producers in China. 
• While continually growing its operations in China, Shanghai GM also exports its products on a limited basis, contributing to its increasing global competitiveness. 

• Shopping at Walmart, Shanghai, we found that the Walmart staff speaks no English. 
• In the food section, we saw chicken feet, gizzards, hearts and many other exotic dishes that we wouldn’t normally at a Walmart super center in the states. 
• All the roasted chickens had their heads on. 
• The pharmacy inside Walmart was very small and had no western medicines 

• Along the escalator, Walmart utilized all of its space, there were many items along the side of the escalator and people could actually shop while going up the escalator. 
• 90% of items in Walmart are made in China. You would find a few items that were imported but the price is tripled comparing to prices in the States 
Day 8: Mar 21, 2008 
• A free day on our own, we went to ride the MagLev, the train was going at 431km/hr and it took only 8 minutes from Shanghai station to the aiprot. It was an awesome ride and the price was also very affordable. 
• We went shopping at Xiangyang Road Market. This famous market used to be on the former Huating Road Clothes Street, which was the most renowned clothes street in Shanghai before relocating to its present place. Since 1980s, a number of the shops selling clothes and small ornaments led Shanghai's fashion trend. Foreigners carrying large travel bags once formed the scene on the street. In November 2000, the former Clothes shops on Huating Road were moved to Xiangyang Road Market. A notable feature here is the fact that you can find expensive goods at very low prices! But be warned that so-called brand names are often fakes but with care you can find items of a reasonable quality.Yu Garden for souvenirs and exotic Chinese food 
• To our surprise, in the heart of this market, we found Starbucks, Coffee Bean and KFC. 
• The market was packed with Chinese from other provinces of China 

Day 9: Mar 22, 2008 
• All parties must end, we were ready to go home 
• We met in the lobby of our hotel in the morning for final class discussion 
• We went to the airport on the MagLev. 


PHASE III 
Reflection: 
With its booming economy, huge manufacturing base, enormous supply of natural resources, and expanding consumer’s spending, it’s no surprise that China is high on the agenda for businesses around the world. More than 90 percent of multinational companies admit that China is important to their global strategies, with 52 percent calling critical, according to Mercer Management Consulting. One indicator of China’s economic expansion is its GPD, which is growing at a staggering rate and has averaged around 9 percent annual growth for more than a decade. 
Country/Region 2006 2007 
China 10.30% 9.40% 

United states 3.50% 2.30% 

European Union 2.30% 1.80% 

Source: Institute for internatioanal Economics (Note: China numbers are an average from two forecasters 


However, when a company considers doing business in China, along with the opportunities come many risks. Among the critical issues are sourcing risks, including supply-chain on and business interruption issues, protection of intellectual property, recruitment, development and retention of talented employees. Other risk also includes potential pitfalls of the Chinese insurance market. 
The promise of low-cost manufacturing remains of of the primary reasons companies look to China as a sourcing base. Although other countries have lower labor costs than China, they cannot match it for overall manufacturing costs because other countries generally lack the infrastructure, have higher cost and fewer available raw materials, impose regularoty tariffs, have poor speed in shipping. Over the past twenty years, China’s rapid manufacturing development has earned it the moniker “the factory of the world”. As China tires to move in an equally grand fashion toward becoming a base of the global knowledge industry, it is developing a work force with more technical skills. 
Another change that has developed in companies’ China strategies over time is an increased focus on serving not only export markets, but also the country’s domestic market. Many 

upstream suppliers to industry have moved operations to China to be closer to their downstream customers, such as in the electronics and textile sectors. The number one reason cited by European Union (EU) firms for doing business in China was to produce goods for Chinese markets, according to a recent survey by the European Union Chamber of Commerce in China. In a similar survey conducted of U.S.companies by the US-China Business Council (USCBC), 57 percent of respondents said their main objective in China was to access or serve the China market. Companies whom look to outsource to China should also consider doing so in a light of broader strategic and operational issues. 
China’s economic boom has highlighted the urgent need for massive improvements to its infrastructure. The highway system, in particular, was long seen as an impediment to opening up the country’s interior to development. The recently completed national superhighway system should help pave the way for continued expansion away from the coasts, while also improving transportation within the coastal regions. Development of infrastructure has attracted a large amount of foreign investment. The current plans for continued infrastructure improvements include the following: The government plans to lay 17,000 kilometers of new track for passenger and freight lines by 2010, at an estimated cost of at least 1.25 trillion renminbi (RMB). With domestic air travel forecast to grow at an annual rate of 14 percent, the government plans to build 44 new airports in the next five years at a cost of about US$17.4 billion (“China to Boost Spending on Airports as Air Travel Grows,” Dow Jones Newswires, February 28, 2006). China’s Civil Aviation Administration said some of the investment will be used to expand exis


Chinese culture and doing business in China 
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PHASE I 



FACTS ABOUT CHINA: 

Total Land Area: 
9,596,960 sq km 
* Slightly smaller than the US 
Land boundaries: 
22,117 km 
Coastline Boundaries: 
14,500 km 
Climate: 
Extremely diverse; tropical in south to sub arctic in north 
Terrain: 
Mostly mountains, high plateaus, deserts in west; plains, deltas, and hills in east 
Elevation extremes: 
Lowest point: Turpan Pendi -154 m 
Highest point: Mount Everest 8,850 m 
Natural resources: 
Coal, iron ore, petroleum, natural gas, mercury, tin, tungsten, antimony, manganese, molybdenum, vanadium, magnetite, aluminum, lead, zinc, uranium, hydropower potential (world's largest)Natural hazards: 
Frequent typhoons (about five per year along southern and eastern coasts); damaging floods; tsunamis; earthquakes; droughts; land subsidence. 
Age structure: 
0-14 years: 21.4% (male 148,134,928/female 131,045,415) 
15-64 years: 71% (male 477,182,072/female 450,664,933) 
65 years and over: 7.6% (male 47,400,282/female 51,886,182) (2005 est.) 
Median age: 
Total: 32.26 years 
Male: 31.87 years 
Female: 32.67 years (2005 est.) 
Religion: 
Daoist (Taoist), Buddhist, Muslim 1%-2%, Christian 3%-4% 
note: officially atheist (2002 est.) 
Languages: 
Standard Chinese or Mandarin (Putonghua, based on the Beijing dialect), Yue (Cantonese), Wu (Shanghaiese), Minbei (Fuzhou), Minnan (Hokkien-Taiwanese), Xiang, Gan, Hakka dialects, minority languages 
Literacy: 
Definition: age 15 and over can read and write 
Total population: 90.9% 
Male: 95.1% 
Female: 86.5% (2002) 
Unemployment: 
4.2% official registered unemployment in urban areas in 2004; substantial unemployment and underemployment in rural areas; an official Chinese journal estimated overall unemployment (including rural areas) for 2003 at 20% (2004). 
Labor force: 
798 million (2006); agriculture 45%, industry 24%, services 31% (2006 est.) 
Exports: 
$974 billion f.o.b. (2006 est.): machinery and equipment, plastics, optical and medical equipment, iron and steel. 
Imports: 
$777.9 billion f.o.b. (2006 est.): machinery and equipment, oil and mineral fuels, plastics, optical and medical equipment, organic chemicals, iron and steel. 
Major trading partners: 
U.S., Hong Kong, Japan, South Korea, Germany, Taiwan (2004). 
Communications: Telephones: 
main lines in use: 350.43 million (2005); mobile cellular: 437.48 million (2006) 
Radio broadcast stations: 
AM 369, FM 259, shortwave 45 (1998). 
Television broadcast stations: 
3,240 (of which 209 are operated by China Central Television, 31 are provincial TV stations and nearly 3,000 are local city stations) (1997). 
Internet hosts: 232,780 (2006) 
Internet users: 123 million (2006). 
Transportation: Railways: total: 71,898 (2002). 
Highways: total: 1,870,661 km; paved: 1,515,797 km (with at least 34,288 km of expressways) ; unpaved: 354,864 km (2004) 
Waterways: 123,964 km (2003) 
Ports and harbors: Dalian, Guangzhou, Nanjing, Ningbo, Qingdao, Qinhuangdao, Shanghai. 
Airports: 486 (2006 est.). 
GDP: 
China's economy is the 4th largest in the world in 2005. China has the world's fastest growing major economy, with a GDP of US $9.412 trillion in 2005. It's massive population of 1.3 billion have a per capita GDP in 2005 of US $1,709 (US $7,204 with PPP). 
GDP: $9 trillion (2005 est.) 
GDP - real growth rate: 10% (2005 est.) 
GDP - per capita (PPP): $7,200 (2005 est.) 
GDP - composition by sector: agriculture: 12.5%, industry: 47.3%, services: 40.3% (2005 est.), China's GDP expected to grow 10.5 percent in 2006 
China's per capita GDP to reach 2,400 U.S. dollars in 2010. 

Key indicators 2007 2008 2009 2010 2011 2012 
Real GDP growth (%) 11.4 9.8 9.0 9.0 8.6 8.4 
Consumer price inflation (%; av) 4.8 4.5 3.9 3.7 3.8 3.8 
Budget balance (% of GDP) 0.1 0.2 -0.2 -0.3 -0.3 -0.3 
Current-account balance (% of GDP) 11.6 10.4 10.0 9.8 8.9 7.6 
Commercial bank prime rate (%; year-end) 7.6 8.0 7.8 7.6 7.8 7.8 
Exchange rate Rmb:US$ (av) 7.61 7.05 6.77 6.50 6.25 6.03 
Exchange rate Rmb:¥100 (av) 6.46 6.78 7.05 6.95 6.81 6.57 
Source: The Economist 

THE HISTORY: 
China was discovered in the Huang He basin and date from about 5000 B.C. During the Shang dynasty (1500–1000 B.C.), the precursor of modern China's ideographic writing system developed, allowing the emerging feudal states of the era to achieve an advanced stage of civilization, rivaling in sophistication any society found at the time in Europe, the Middle East, or the Americas. It was following this initial flourishing of civilization, in a period known as the Chou dynasty (1122–249 B.C.), that Lao-tse, Confucius, Mo Ti, and Mencius laid the foundation of Chinese philosophical thought. 
The feudal states, often at war with one another, were first united under Emperor Ch'in Shih Huang Ti, during whose reign (246–210 B.C.) work was begun on the Great Wall of China, a monumental bulwark against invasion from the West. Although the Great Wall symbolized China's desire to protect itself from the outside world, under the Han dynasty (206 B.C.–A.D. 220), the civilization conducted extensive commercial trading with the West. 
In the T'ang dynasty (618–907 or the golden age of Chinese history—painting, sculpture, and poetry flourished, and woodblock printing, which enabled the mass production of books, made its earliest known appearance. The Mings, last of the native rulers (1368–1644), overthrew the Mongol, or Yuan, dynasty (1271–1368) established by Kublai Khan. The Mings in turn were overthrown in 1644 by invaders from the north, the Manchus. During these years, China remained largely isolated from the rest of the world's civilizations, closely restricting foreign activities. 
By the end of the 18th century only Canton (location of modern-day Hong Kong) and the Portuguese port of Macao were open to European merchants. But with the first Anglo-Chinese War in 1839–1842, a long period of instability and concessions to Western colonial powers began. Following the war, several ports were opened up for trading, and Hong Kong was ceded to Britain. Treaties signed after further hostilities (1856–1860) weakened Chinese sovereignty and gave foreigners immunity from Chinese jurisdiction. European powers took advantage of the disastrous Sino-Japanese War of 1894–1895 to gain further trading concessions from China. Peking's response, the Boxer Rebellion (1900), was suppressed by an international force. 
The death of Empress Dowager Tzu Hsi in 1908 and the accession of the infant emperor Hsüan T'ung (Pu-Yi) were followed by a nationwide rebellion led by Dr. Sun Yat-sen, who overthrew the Manchus and became the first president of the Provisional Chinese Republic in 1911. Dr. Sun resigned in favor of Yuan Shih-k'ai, who suppressed the Republicans in a bid to consolidate his power. Yuan's death in June 1916 was followed by years of civil war between rival militarists and Dr. Sun's Republicans. Nationalist forces, led by General Chiang Kai-shek and with the advice of Communist experts, soon occupied most of China, setting up the Kuomintang regime in 1928. Internal strife continued, however, and Chiang eventually broke with the Communists. 
In 1931, Japan launched an invasion of Manchuria, capturing the province. Tokyo set up a puppet state dubbed Manchukuo and installed the last Manchu emperor, Henry Pu-Yi (Hsüan T'ung), as its nominal leader. Japanese troops moved to seize China's northern provinces in July 1937 but were resisted by Chiang, who had been able to use the Japanese invasion to unite most of China behind him. Within two years, however, Japan had seized most of the nation's eastern ports and railways. The Kuomintang government retreated first to Hankow and then to Chungking, while the Japanese set up a puppet government at Nanking, headed by Wang Jingwei. 
Japan's surrender to the Western Allies in 1945 touched off civil war between the Kuomintang forces under Chiang and Communists led by Mao Zedong, who had been battling since the 1930s for control of China. Despite U.S. aid, the Kuomintang were overcome by the Soviet-supported Communists, and Chiang and his followers were forced to flee the mainland, establishing a government-in-exile on the island of Formosa (Taiwan). The Mao regime proclaimed the People's Republic of China on Oct. 1, 1949, with Beijing as the new capital and Zhou Enlai as premier. 
After the Korean War began in June 1950, China led the Communist bloc in supporting North Korea, and on Nov. 26, 1950, the Mao regime sent troops to assist the North in its efforts to capture the South. In an attempt to restructure China's primarily agrarian economy, Mao undertook the “Great Leap Forward” campaign in 1958, a disastrous program that aimed to combine the establishment of rural communes with a crash program of village industrialization. The Great Leap forced the abandonment of farming activities, leading to widespread famine in which more than 20 million people died of malnutrition. In 1959, a failed uprising against China's invasion and occupation of Tibet forced Tibetan Buddhism's spiritual leader, the Dalai Lama, and 100,000 of his followers to flee to India. The invasion of Tibet and a perceived rivalry for the leadership of the world Communist movement caused a serious souring of relations between China and the USSR, former allies. In 1965 Tibet was formally made an autonomous region of China. China's harsh religious and cultural persecution of Tibetans, which continues to this day, has spawned growing international protest. 
The failure of the Great Leap Forward touched off a power struggle within the Chinese Communist Party between Mao and his supporters and a reformist faction including future premier Deng Xiaoping. Mao moved to Shanghai, and from that base he and his supporters waged what they called the Cultural Revolution. Beginning in the spring of 1966, Mao ordered the closing of schools and the formation of ideologically pure Red Guard units, dominated by youths and students. The Red Guards campaigned against “old ideas, old culture, old habits, and old customs.” Millions died as a series of violent purges were carried out. By early 1967, the Cultural Revolution had succeeded in bolstering Mao's position as China's paramount leader. 
Anxious to exploit the Sino-Soviet rift, the Nixon administration made a dramatic announcement in July 1971 that National Security Adviser Henry Kissinger had secretly visited Beijing and reached an agreement whereby Nixon would visit China. The movement toward reconciliation, which signaled the end of the U.S. containment policy toward China, provided momentum for China's admission to the UN. Despite U.S. opposition to expelling Taiwan (Nationalist China), the world body overwhelmingly voted to oust Taiwan in favor of Beijing's Communist government. 

President Nixon went to Beijing for a week early in 1972, meeting Mao as well as Zhou. The summit ended with a historic communiqué on Feb. 28, in which both nations promised to work toward improved relations. Full diplomatic relations were barred by China as long as the U.S. continued to recognize the legitimacy of Nationalist China. Following Zhou's death on Jan. 8, 1976, his successor, Vice Premier Deng Xiaoping, was supplanted within a month by Hua Guofeng, former minister of public security. Hua became permanent premier in April. In Oct. he was named successor to Mao as chairman of the Communist Party. But Mao's death on Sept. 10 unleashed the bitter intraparty rivalries that had been suppressed since the Cultural Revolution. Old opponents of Mao launched a campaign against his widow, Jiang Qing, and three of her “radical” colleagues. The so-called Gang of Four was denounced for having undermined the party, the government, and the economy. They were tried and convicted in 1981. Meanwhile, in 1977, Deng Xiaoping was reinstated as deputy premier, chief of staff of the army, and member of the Central Committee of the Politburo. Beijing and Washington announced full diplomatic relations on Jan. 1, 1979, and the Carter administration abrogated the Taiwan defense treaty. Deputy Premier Deng sealed the agreement with a visit to the U.S. that coincided with the opening of embassies in both capitals on March 1. On Deng's return from the U.S., Chinese troops invaded and briefly occupied an area along Vietnam's northern border. The action was seen as a response to Vietnam's invasion of Cambodia and ouster of the Khmer Rouge government, which China had supported. 
In 1981, Deng protégé Hu Yaobang replaced Hua Guofeng as party chairman. Deng became chairman of the Central Committee's military commission, giving him control over the army. The body's 215 members concluded the session with a statement holding Mao Zedong responsible for the “grave blunder” of the Cultural Revolution. Under Deng Xiaoping's leadership, China's Communist ideology went through a massive reinterpretation, and sweeping economic changes were set in motion in the early 1980s. The Chinese scrapped the personality cult that idolized Mao Zedong, muted Mao's old call for class struggle and exportation of the Communist revolution, and imported Western technology and management techniques to replace the Marxist tenets that had slowed modernization. 
The removal of Hu Yaobang as party chairman in Jan. 1987 signaled a hard-line resurgence within the party. Hu—who had become a hero to many reform-minded Chinese—was replaced by former premier Zhao Ziyang. With the death of Hu in April 1989, the ideological struggle spilled into the streets of the capital, as student demonstrators occupied Beijing's Tiananmen Square in May, calling for democratic reforms. Less than a month later, the demonstrations were crushed in a bloody crackdown as troops and tanks moved into the square and fired on protesters, killing several hundred. In annual sessions of the rubber-stamp National People's Congress in 1992 and 1993, the government called for accelerating the drive for economic reform, but the sessions were widely seen as an effort to maintain China's moves toward a market economy while retaining political authoritarianism. At the session in 1993, Communist Party leader Jiang Zemin was elected president, while hard-liner Li Peng was reelected to another five-year term as prime minister. Since 1993, the Chinese economy has continued to grow rapidly. 

Deng Xiaoping's death in Feb. 1997 left a younger generation in charge of managing the enormous country. In 1998, Prime Minister Zhu Rongji introduced a sweeping program to privatize state-run businesses and further liberalize the nation's economy, a move lauded by Western economists. On July 1, 1997, when Britain's lease on the New Territories expired, Hong Kong returned to Chinese sovereignty, and in 1999, the Portuguese colony of Macao also was returned to Chinese rule. In Aug. 1999, China rounded up thousands of members of the Falun Gong sect, a highly popular religious movement. The government considers the apolitical spiritual group threatening because its numbers exceeded the membership of the Chinese Communist Party. China severely restricts its citizens' civil, religious, and political rights. The use of torture has been widely documented, and for many years it has executed more people than any other country in the world, carrying out more than three-quarters of the world's executions. China was admitted to the World Trade Organization in Nov. 2001. Its entry ended a 15-year debate over whether China is entitled to the full trading rights of capitalist countries. 
In Nov. 2002, Vice President Hu Jintao became general secretary of the Communist Party at the 16th Party Congress, succeeding President Jiang. Hu Jintao also assumed the presidency in March 2003. Severe acute respiratory syndrome (SARS), a worldwide health threat, hit China in March 2003. After coming under fire by the World Health Organization for underreporting the number of its SARS cases, China finally revealed the alarming extent of its epidemic. Beijing officials angered democracy advocates in Hong Kong in April 2004, when they banned popular elections for Hong Kong's chief executive, scheduled for 2007. Tension between China and Taiwan intensified in March 2005, when China passed an anti-secession law that said the country could use force if Taiwan moved toward achieving independence. “The state shall employ non-peaceful means and other necessary measures to protect China's sovereignty and territorial integrity,” the legislation said. Taiwanese president Chen Shui-bian called the bill a “law of aggression.” 
In June 2005, the China National Oil Corporation (Cnoc) bid $18.5 billion to take over the U.S. oil company Unocal. The Chinese firm withdrew the bid in August amid strong resistance from U.S. officials. After months of pressure from the Bush administration, China announced in July 2005 that it will no longer peg the yuan to the dollar. Instead, the yuan is linked to a fluctuating group of foreign currencies. The police shot and killed about 20 people who were protesting the construction of a power plant in the southern city of Dongzhou in December. Chinese officials blocked the spread of information about the event. Government officials announced in December that China's economy had grown by 9% in 2005. China is poised to have the world's fourth-largest economy, after the United States, Japan, and Germany. 
In May 2006, China completed construction on the Three Gorges Dam, the largest hydroelectric dam in the world. More than a million people will be displaced when the area is flooded. In July 2006, China opened a $4.2-billion, 710-mile-long railway from Qinghai Province to the Tibetan capital of Lhasa. The highest railway in the world, it ascends as high as 16,500 ft, requiring all compartments to have regulated oxygen levels. The railway will increase ethnic Chinese migration into Tibet, which many see as a deliberate attempt to dilute Tibetan culture. China tested its first anti-satellite weapon in January 2007, successfully destroying one of its own weather satellites. This action can be deemed the move a provocative challenge to the 

United States' supremacy in space-based technology or China is seeking to push the U.S. toward signing a treaty to ban space-based weapons. 
In the spring and summer of 2007, dog food and toothpaste products that originated in China were recalled due to the presence of poisonous ingredients, leading many to question the safety of Chinese products and the reliability of its regulatory system. In July, China's former head of the State Food and Drug Administration was executed for accepting bribes from pharmaceutical companies in exchange for favors. 
THE ECONOMIC OUTLOOK: 
The Chinese government will struggle to balance a desire to reduce social inequalities with the need to manage an increasingly challenging economic environment in 2008-12. Strengthening control over the regions will also be a priority for the central authorities, as more money is directed from the centre to the regions to fund welfare spending. Following his promotion at the congress of the ruling Chinese Communist Party (CCP) in October 2007, the party secretary of Shanghai, Xi Jingping, appears to be the favorite to assume the leadership of the CCP and the country from the president, Hu Jintao, when his term expires in 2012. The integration of China into the world political system will cause tensions with the US, not least because the two countries' political perspectives differ sharply, and disagreements over Iran, Taiwan and Central Asia are likely. Relations with Japan will remain difficult, despite a recent easing of tensions. China will become more diplomatically proactive, especially in Africa. Real GDP growth is forecast to slow but will remain impressive, easing from 11.4% in 2007 to 8.4% in 2012. The Economist Intelligence Unit expects domestic demand to strengthen over the period, as consumption is boosted by strong wage growth, offsetting a deterioration in the contribution of net exports to growth. Downside risks are posed by the threat of a loss of consumer confidence, although the government has room to increase its spending sharply. Gross fixed investment growth will slow gradually from 2007, partly owing to higher interest rates. Consumer price inflation is likely to remain a persistent challenge for the government in 2008-12, as labour shortages push up wages and rapid demand growth tests supply constraints, notably in agriculture. The renminbi will continue to be held in a closely managed exchange-rate system, while also being allowed to appreciate gradually against the US dollar. Increasing volatility and sustained appreciation will occur early in the forecast period, with market forces gradually exerting more influence over the exchange rate. The government will slowly ease restrictions on the capital account. The current-account surplus will fall as a proportion of GDP during the forecast period, as goods export growth slows and GDP continues to rise rapidly. In manufactured goods, export competitiveness will be eroded by soaring costs and the renminbi's rise. Services exports will be boosted in 2008 by the Olympic Games in the capital, Beijing. Investment income from abroad will rise strongly. 
CHINESE CULTURE AND HOW BUSINESS IS DONE IN CHINA: 
Governmental procedures for foreign investors in establishing investments in China is extremely complicated, thus if one is unfamiliar of the procedures, one will delay his/her business opportunities. Therefore it is important for one to be familiar with the investment procedures before carrying out his/her investment in China. A safer and more appropriate way will be to seek help from local organizations familiar in the same field of business or consultant firms who are able to provide professional advice and assistance. Willpower and patience may be essential for an investor to be successful, however it is necessary for one to require help from professional bodies to ensure that success will be achieved. 
Seeking a suitable local cooperative partner can be a shortcut one undertakes when developing the China market. Many investors had established Sino-foreign joint venture, Chinese-foreign cooperative enterprise, etc. as a stepping stone to enter the China market, thus which investment mode to choose one will have to accord with the enterprise's characteristics and has to be the most suitable for developing the enterprise’s business and assisting its march into the China market. Some investors who had made investments in China for many years proposed to small and medium-sized enterprises to take one step at a time when making investments. They should not be too ambitious initially. It will be best if they establish cooperation with local partners so as to reduce their investment risk. Even though China’s investment environment is constantly maturing, domestic regional developments imbalances still exist, therefore building cooperation with local companies will be the most ideal way to protect foreign investors’ interests and investments. 
China’s labor market very much appeals to many foreign investors. This is because on one hand, labor cost is low, and on the other hand, through 20 years of reform, China’s workforce has become matured and their skills have been constantly upgraded, especially in the coastal cities. Educational development is undergoing at a tremendous pace in China, thus it is no longer difficult to hire high quality labor force in China today. Many successful foreign investors have even credited their success in China to their China’s local staff. One big problem that is causing headache to foreign investors is how to maintain good relationship (Guanxi) with the local staff. First of all, top management should cultivate the company’s vision and values into the employees because what the local people are taught under China’s educational system may crash with the foreign management system. Thus only by letting the employees understand the company better can allow the company to function better. Chinese emphasize very much on courtesy and face-saving. This has to do very much with China’s traditional culture, and courtesy can be seen in every aspect in the business world. Being courteous to government official, cooperative partner and staff is thus essential. Senior president of China’s Siemens Company has rated courtesy as the top importance while summarizing his China’s experiences. Besides displaying courtesy on general commercial affairs, respecting traditional customs and practices is also vital. Chinese people are very hospitable, but their self-esteem is very strong and they pay very much attention on how other people view them and their attitude towards them. This phenomenon can be seen greatly in Northern China, which is associated with ‘face-saving’. 
While doing business with the counterpart or partner, it is essential to give face or respect to the partner or the other party, so that in this way strong cooperation can be fostered and the business will be able to grow and last. Many foreign corporations have strict requirements on their staff in their home country, however in China, this management method may backfire. Past experiences have shown that this kind of strict management method may not be suitable for the Chinese’s gentle personalities. Employees’ morale will be affected and they may lose the willingness and motivation to work in the company. Thus handling organizational relationship in China context is a necessary skill for foreign investors to acquire in order to handle interpersonal problems in the Chinese way. It is important for foreign investors to be flexible in their 

management and be sensitive to China’s culture in order to devise an ideal management system best suited for their companies’ organizational culture. 
WHAT IS GUANXI AND WHY IT IS IT IMPORTANT: 
Literally, Guanxi means connection and is made up by two words: guan and xi. According to Modern Chinese Dictionary, guan, as a noun, originally refers to a juncture or a pass that is usually of strategic importance. It is then used figuratively to refer to barriers such as in technical barriers. In human relations, Guanxi can refer either to the state of tow or more parties being connected or the connected parties themselves. Although connotations of Guanxi may differ in different Chinese societies and change over time within a given Chinese society, one can still trace some of the fundamentals meanings of Guanxi to ancient Chinese philosophies, especially to the writings of Confucianism. Confucianism is the historical and cultural roots of Guanxi. However, per King (1991), Guanxi is a relatively modern expression and is not found in the Confucian classics; instead the word “lun” is used (King, 1991, pg. 67). The term “lun” is hardly well known today to the general public in China, yet it captures some of the most essential aspects of the ancient Chinese social system and its political and moral philosophy. The Confucian prescriptions of social relationships appeared to put conflicting demands on the Chinese individual. On one hand, in a relations-oriented society, one was a socially dependent being, which made it imperative to know one’s social position, to fulfill one’s duties and obligations, and to observe the appropriate of moral standards. 
China's cultural and economic dynamics has made China one of the fastest-growing countries in the world. More people speak Chinese than any other language. Chinese culture is one of the most ancient cultures in the world. While other ancient civilizations have declined, Chinese civilization has continued to evolve for thousands of years to the present day. It is widely acknowledge that Chinese culture has a different perception of how business is conducted. Social capital is a core concept in business, economics, organizational behavior, political science, and sociology, defined as the advantage created by a person’s location in a structure of relationships. It explains how some people gain more success in a particular setting through their superior connections to other people. 
In China, Guanxi (relationship) is a complicated field. A special feature of doing business in China will be that Guanxi (relationship) in China will have to include relationship with the government body, investors, partners and even relationship with your own staff, so when doing business in China, it is important for foreign investors to learn to coordinate with the China government, especially establishing good relationship with government bodies dealing with foreign trade and economic cooperation. 


PHASE II 
Day 1-2: Mar 14-15, 2008 
• Depart LAX, crossed the international dateline on Air China flight CA 984, there was no IFE (in-flight entertainment system on board). It was a long flight but I was too tired from the crisis at work earlier and didn’t even notice how long it was. Before we even noticed the time difference, we arrived at Beijing Capital International Airport at 5:40 a.m. The airport was huge and was almost empty, the lines at customs were not long at all. It took the group about half an hour to complete customs and headed to our bus. Outside the custom area, in the terminal, I noticed the Starbucks which was opened on Oct 1, 1999. The new outlet in the airport, covering 130 square meters, was the first Starbucks shop in a Chinese mainland airport. Starbucks, which operates more than 7,600 coffee shops around the world, has opened more than 30 outlets in Beijing. Since it opened its first cafe on the Chinese mainland in 1999, Starbucks has now over 270 shops across China. 
• I was very excited to see the first sign of home, however, when we ordered a drink with non-fat milk, the barista politely nodded his head to signal his understanding but yet when we got our drinks, there was whole milk in them. We later found out by going to the supermarkets that non-fat milk doesn’t exist in China. 
• We left the airport around 9 a.m and headed for our hotel. Beijing was still asleep and since it was a weekend day, there was not much traffic on the road. We were formally introduced to our Beijing tour guide, Kevin or Yang in Chinese. Kevin introduced us to the driver and Mr. Lee, who was our drive and who speaks no English at all. While we were on the way to our hotel, we introduced ourselves to the group. There are 23 of us and most of us were from the San Diego are. 
• We weren’t allow to check in at Capital Hotel in Beijing yet since it’s not time to check in, I wished they , very nice and impressive. This is being rated as a five-star hotel 

Capital’s hotel main lobby 
• After we dropped off our luggages, we headed to Tiananmen Square, it was walking distance from our hotel. As soon as the bus parked, we were flocked by street vendors, and all of them were very young. They were selling t-shirts, hats, knock-offs Olympics souvenirs. It was a fifteen minutes walk from our bus to Tiananmen Square , the weather was extremely chilly and cold. There were many people but mostly were Chinese and not tourists, perhaps, Tiananmen Square is a weekend destination. It reminded me of Central Park in NYC. 
• Located at the center of Beijing City is Tiananmen Square, where you can visit Tiananmen Tower, Monument to the People's Heroes, Great Hall of the People, Mao Zedong Memorial Hall and see the national flag raising ceremony. Thousands of people come to the Square every day. It is the must place to visit in Beijing City. At the north end of the Square is Tiananmen Tower. Initially built in 1417 during the Ming Dynasty (1368 A.D.- 1644 A.D.), the Square was the front door of the Forbidden City. The most important use of it in the past was to declare in a big ceremony to the common people who became the emperor and who became the empress. Until 1911 when the last feudal kingdom was over, no one could enter the Tower except for the royal family and aristocrats. 
• 

Tiananmen Square 
• At the north end of the Square is Tiananmen Tower. Initially built in 1417 during the Ming Dynasty (1368 A.D.- 1644 A.D.), the Square was the front door of the Forbidden City. The most important use of it in the past was to declare in a big ceremony to the common people who became the emperor and who became the empress. Until 1911 when the last feudal kingdom was over, no one could enter the Tower except for the royal family and aristocrats. 
• The granite Monument to the People's Heroes is just at the center of the Tiananmen Square. Built in 1952, it is the largest monument in China's history. ' The People's Heroes are Immortal' written by Chairman Mao is engraved on the monument. Eight unusually large relief sculptures show to the people the development of Chinese modern history. Two rows of white marble railings enclose the monument. 

The Granite Monument 
• We then visit the Forbidden City, behind the Tiananmen Square’s giant gate. 
• 

• The Forbidden City was the Chinese imperial palace from the mid-Ming Dynasty to the end of the Qing Dynasty. It is located in the middle of Beijing, China and now houses the Palace Museum. For almost five centuries, it served as the home of the Emperor and his household, and the ceremonial and political centre of Chinese government. Built from 1406 to 1420, the complex consists of 980 surviving buildings with 8,707 bays of rooms and covers 720,000 square meters. The palace complex exemplifies traditional Chinese palatial architecture, and has influenced cultural and architectural developments in East Asia and elsewhere. The Forbidden City was declared a World Heritage Site in 1987, and is listed by UNESCO as the largest collection of preserved ancient wooden structures in the world. Since 1924, the Forbidden City has been under the charge of the Palace Museum, whose extensive collection of artwork and artifacts were built upon the imperial collections of the Ming and Qing dynasties. The site of the Forbidden City was part of the Imperial city during the Mongol Yuan Dynasty. Upon the establishment of the Ming Dynasty, the Hong-wu Emperor moved the capital from Beijing in the north to Nanjing in the south, and ordered that the Mongol palaces be razed. When his son Zhu-Di became the Yongle Emperor, he moved the capital to Beijing, and construction began in 1406 of what would become the Forbidden City. Construction lasted 15 years, and required more than a million workers to complete. 
Meridian Gate in the Forbidden City 
• In the afternoon, we visited Silk Street on our own. Silk Street is known as the third best-known tourist destination in Beijing after the Palace Museum and the Great Wall," Silk Street (aka Xiushui Market) attracts approximately 20,000 visitors daily (from 9am to 9pm) on weekdays and between 50,000 to 60,000 on weekends as of 2006. This 35,000 square meter complex houses 1,700 retail vendors and over 3,000 salespeople spread over seven floors with three levels of basements. Many of the stalls have over the years gained local and internationally reputation for selling counterfeit luxury designer brands at relatively low prices. Some have carried on this trademark despite growing pressures from the management, the Chinese government, and famous name brand companies. Debuted on March 19th, 2005 and replacing the old alley based Xiushui Market, the current Silk Street establishment has diversified their business scope. In addition to selling fashion apparels & accessories such as hats, handbags, shoes, belts, sportswear, silk fabrics like their predecessor, the new Silk Street have introduced traditional Chinese handicrafts, antiques, calligraphy, carpets, table cloths, bed coverings, paintings, hand-knit dresses, toys, electronic gadgets, trinkets, and fine jewelry. Reputable Tongrentang Pharmacy, Quanjude 

Peking Roast Duck restaurant, and multinational coffee and restaurant chains such as Lavazza, SPR Coffee, Caffe L'affare, Subway, and TCBY have also joined Silk Street's bid to become the "ultimate one-stop tourist destination" in Beijing. Silk Street is built along Line 1, Beijing Subway next to Guomao (China World Trade Centre) with a direct basement link to Yonganli subway station. Despite the intellectual property rights disputes with major brand names such as Louis Vuitton, Gucci, Prada, Chanel, one can find a look alike Gucci or Chanel purse for under ten dollars. 
• Since the grand opening on March 19th, 2005, Silk Street has conducted reforms in attempt to regulate and crackdown on violations of IPR in the market. Despite the efforts, counterfeits were still found inside the shopping center. 

Silk Street’s basement 
Day 3: Mar 16, 2008 
• Our agenda was the Great Wall and Summer Palace 
• The Great Wall of China is a series of stone and earthen fortifications in China, built, rebuilt, and maintained between the 5th century BC and the 16th century to protect the northern borders of the Chinese Empire during the rule of successive dynasties. Several walls, referred to as the Great Wall of China, were built since the 5th century BC. The most famous is the wall built between 200 BC - 220 BC by the first Emperor of China, Qin Shi Huang; little of it remains; it was much farther north than the current wall, which was built during the Ming Dynasty. The Great Wall stretches over approximately 6,400 km (4,000 miles) from Shanhaiguan in the east to Lop Nur in the west, along an arc that roughly delineates the southern edge of Inner Mongolia, but stretches to over 6,700 km (4,160 miles) in total. At its peak, the Ming Wall was guarded by more than one million men. It has been estimated that somewhere in the range of 2 to 3 million Chinese died as part of the centuries-long project of building the wall. Most of the walls are not safe to walk and only seventh towers at Ba-Da-Ling remains as tourist attractions. 
The Great Wall 
• The Summer Palace or Yi he yuan, literally "Garden of Nurtured Harmony is a palace in Beijing, China. The Summer Palace is mainly dominated by Longevity Hill (60 meters high) and the Kunming Lake. It covers an expanse of 2.9 square kilometers, three quarters of which is water. The central Kunming. Lake covering 2.2 square kilometers was entirely man madeand the excavated soil was used to build Longevity Hill. In its compact 70,000 square metersof building space, one finds a variety of palaces, gardens, and other classical-style architectural structures. The Summer Palace started out life as the Garden of Clear Ripples in 1750 (Reign Year 15 of Emperor Qianlong). Artisans reproduced the garden architecture styles of various palaces in China. Kunming Lake was created by extending an existing body of water to imitate the West Lake in Hangzhou. The palace complex suffered two major attacks--during the Anglo-French allied invasion of 1860, and during the Boxer Rebellion, in an attack by the eight allied powers in 1900. The garden survived and was rebuilt in 1886 and 1902. In 1888, it was given the current name, Yihe Yuan. It served as a summer resort for Empress Dowager Cixi, who diverted 30 million taels of silver, said to be originally designated for the Chinese navy (Beiyang Fleet), into the reconstruction and enlargement of the Summer Palace. 

The Summer palace 
• For dinner, we had Peking duck, a Beijing delicacy. Peking Duck, or Peking Roast duck is a famous duck dish from Beijing that has been prepared since the Yuan Dynasty, and is now considered one of China's national foods. The dish is prized for the thin, crispy skin, with authentic versions of the dish serving mostly the skin and little meat, sliced in front of the diners by the cook. Ducks are bred specially for the dish, which after 65 days are slaughtered and seasoned before it is roasted in a closed oven or a hung oven. The meat is often eaten 

with pancakes, spring onions and hoisin sauce. The two most notable restaurants in Beijing which serve this delicacy are Quanjude and Bianyifang, two centuries-old establishments which have become household names. 
• 
Peking Duck 
Day 4: Mar 17, 2008 
• We had a morning lecture at University of International Business & Economics on the topic Foreign Direct Investments in China by Dr. Xiaoling Huang 
• According to Dr. Huang’s lecture, China is a must play place for any global company 
• General trends of FDI development has been going up 
• World FDI trend experiences many up and down vs. China FDI tend, China FDI trend is very smooth, steady and continuous upward trend. 
• The major considerations that China has to attract FDI are: 
o Overcome the shortage of domestic fund for economic reconstruction 
o Introduce foreign management and technological know how. 
• Efforts to attract FDI accelerated after mid 1980s. 
• China’s success to attract FDI was mostly in the 1990s. 
• The major changes to attract even more FDI are: 
o Increase encouragement and reduced restricted and prohibited 
o Stress on energy saving and environment protection 
o Shift away from encouraging exported oriented projectes 
o To encourage more balanced distribution of FDI 
o To ensure national economic securities, cautious opening of strategic and suitable sectors 
o Unlisted is prohibited 

• Visit Invitrogen in Beijing 
• Company’s tour and explaination on how employees were being selected and how long the company was present in China 
• HuTong Tour on rick shaw 
• The Hutong Tour starts from along Shishahai near the vegetable and fruit market. In the deepest of the hutong, they were taken to visit Prince Gong's Mansion, famous in the Qing Dynasty. In the past, princes', generals' and ministers' housed with courtyards were scattered around the outside of the Forbidden City. Linking up those courtyard houses were lanes and alleys called hutongs. The word "hutong" probably came into use during the Yuan Dynasty (1271-1368), as it is a Mongolian word, meaning "well". These residential areas were so called because where there is a well, there are people living nearby. As a result, the Hu Tong has become a part of Beijing life and now is an informal symbol of the city. Inside Prince Gong's Mansion there is an ancient well, and exhibits allowing visitors to understand more about hutongs. 

The original famous quadrangle in Beijing 

• We felt very GREEN and eco friendly riding in the back of the rickshaw, however, our rickshaw drive was really skinny and I felt as if he was only half my size. I don’t know how much it costs for the one hour ride but at the end of the tour, we were told to tip the rickshaw driver 10 yuan for each person (that is an equivalent of $3 for the hour). 

The Rick Shaw bikes waiting for customers 
• We stopped by to visit the Bird’s Nest and got hit with a sandstorm 
• Many sites around the Bird’s Nest were still under construction 
• The Beijing National Stadium also known as the National Stadium, or the "Bird's Nest" (for its architecture, is a stadium under construction on the Olympic Green in Beijing, China that is scheduled for completion in March, 2008. The stadium will host the main track and field competitions for the 2008 Summer Olympics, as well as the opening and closing ceremonies. It is located right next to the Beijing National Aquatics Centre 
• The stadium can seat as many as 91,000 spectators during the Olympics. The capacity will then be reduced to 80,000 after the Games. It has replaced the original intended venue of the Guangdong Olympic Stadium[citation needed]. The stadium is 330 metres long by 220 metres wide, and is 69.2 metres tall. The stadium uses 258,000 square metres of space and has a usable area of 204,000 square metres. It was built with 36 km of unwrapped steel, with a combined weight of 45,000 tonnes. The stadium has some 11,000 square metres of underground rooms with waterproof walls. The stadium will cost up to 3.5 billion yuan (≈ 423 million USD). Upon completion, this stadium will boast a state of the art Solar PV system produced by Suntech Power. 

Model of the Bird’s Nest 
• At night, we went to see the Kung Fu Show at the Red theather, the music was good and I fell asleep throughout the later half of the show, must be the chanting of the monks, it was very soothing to the ears. The Legend of Kung Fu follows the story of a young boy found wandering outside an ancient temple. Like every boy in China, he dreams of becoming a Kung Fu master. On the road to enlightenment the young monk encounters many difficulties and temptations. The show has English subtitles shown above the stage to keep you informed of the story line. The actors do not speak, the show is all Kung Fu, dance and acrobatics. It is the fusion of modern dance with Chinese traditional arts which make this performance unique and spectacular. The best Kung Fu practitioners from all over China have been found for this production and it shows on the stage. Their average age is just 17 years old! Additionally the costumes, set design and special effects are up to international standards, created by some of the best stage directors and designers in China. The Legend of Kung Fu is produced by China's leading performance art production company, China Heaven Creation International Performing Arts. rt prod 

Day 5: Mar 18, 2008 
• We visited Evergreen Commune and Commune Kindergarten 
• There are close relationships between rural schools and communes. In fulltime primary and middle schools, emphasis is placed on the teaching and learning of scientific and cultural knowledge, but the principle of combining education with productive labour is also consistently followed and work-and-study programs are actively carried out. The agricultural middle schools and agro-technical schools, basing their curricula on a work-and-study system, are directly governed by the communes and train agro-technical personnel for them. The communes provide various resources and facilities for schools. The present situation in the field of rural education is that secondary education is being structurally reformed and primary education popularized. At the evergreen commune, kids at age 4 were able to play piano and violins. The kids were very disciplined in the classrooms and no talking were allowed between children during class. 
• Lecture at Capital University of Economics and Business with Dr. Kang on “Doing Business in China 
• China's auto market exploded in 2003, passenger car sales jumping 82% year-over-year. Yet China's auto industry is still in early stages with strong growth projected for years ahead. 8.7 million car sold in 2007. 
• China is the world's largest telecommunications market with some 500 million mobile subscribers and 270 million land line subscribers. 
• Chinese household appliance manufacturers are experiencing growth in excess of 35% per year. The demand for China's household electric appliances, both domestic and for export, pushed production levels overall for many small and major appliance product categories up 40 to 50 percent or more 
• At approximately 1.3 billion people, China is the world's most populous nation, yet Internet penetration and e-commerce are still in the developmental growth stages. According to statistics released by the China Internet Network Information Center, China, with nearly 150 million Internet users, currently rank the first . With the number of Internet users growing at around 5% a month, a household penetration rate of 25% percent is conceivably only three or four years off 
• With comparison to the early use of the trademark in Medieval Europe, whose purpose was to preservation of gild standards of production and the enforcement of gild or other local monopolies (so it was compulsory, not optional), the case in China was totally different. In China, a brand name was used to manifest that the producer or the merchant was confident with his product, and was willing to undertake the responsibility in case the consumer was unsatisfied with it. This helped to erect a reliable image, and to impress on the mind of the purchaser the excellence of the product. 
• Due to the “open policy”, and after two decades of economic reformation, China is no longer an isolated island in the global market. More and more foreign products with their brands are becoming familiar to the Chinese people. There have already been some cases of success in this field, as well as some failed ones. Case studies show that foreign brand names bear both some advantages and disadvantages with comparison to the local developed brand names. 

Day 6: Mar 19, 2008 
• STAMPEDED DAY at Hongqiao Airport. There was no line, everyone pushed on each other, even old ladies, everyone cut in front of everyone else. There was one fat crowd and absolutely no lines. We were horrified but after an hour of fighting Chinese kungfu. We made it to the other side. Chinese customs got very mad when you have little bottles in your bag even though they were inside the quatz size bag, they still opened all the bottles and sniff them. What if the bottles have poisonous gas? Oh well, I guess who 

would want to do that in China? An hour flight later, we arrived in Shanghai, much smaller airports than the one in Beijing, but there was no pushing and people seemed to be nicer as well. After we were greeted by our Shanghai tour guide, Stacy. We were heading to the Bund, the Pudong TV Tower and Shanghai Museum. 
• The Bund usually refers to the buildings and wharves on this section of the road, as well as some adjacent areas. The Bund is one of the most famous tourist destinations in Shanghai. Building heights are restricted in this area. The word "Bund" means an embankment or an embanked quay, and comes from the Urdu word band, meaning an embankment, levee or dam (a cognate of English terms, bind and band, German term, bund, etc.). "Bund" is pronounced to rhyme with "fund". The term was brought to India (where it came to be pronounced as "bund") by either the Mughals in at the beginning of the 16th century, or possibly, by the Baghdadi Jews like the family of David Sassoon, and thence to Shanghai by the family of Victor Sassoon. There are many "bands" to be found in Baghdad, even today. There are numerous sites in India, China, and Japan which are called "bunds". However, "The Bund" as a proper noun almost invariably refers to this stretch of embanked riverfront in Shanghai. 
• It was very refreshing to visit the Bund mid day. The weather seemed very fresh and there were not too many street vendors. One can see the beautiful backdrops around the Bund. I love it, love the atmosphere and I guess the airport experience made the Bund even more enjoyable. We walked around, looked at different food that the street vendors offer. From the Bund area, we can see the Pudong TV tower very well although there was a bit overcast. 

The Bund area 
• The Pudong TV tower: 
• The Oriental Pearl TV Tower is located in Pudong Park in Lujiazui, Shanghai. The tower, surrounded by the Yangpu Bridge in the northeast and the Nanpu Bridge in the southwest, creates a picture of 'twin dragons playing with pearls'. The entire scene is a photographic jewel that excites the imagination and attracts thousands of visitors year-round. This 468 meters high (1,536 feet) tower is the world's third tallest TV and radio tower surpassed in height only by towers in Toronto, Canada and Moscow, Russia. However, even more alluring than its height is the tower's unique architectural design that makes the Oriental Pearl TV Tower one of the most attractive places anywhere. The base of the tower is supported by three seven-meter wide slanting stanchions. Surrounding the eleven steel spheres that are 'strung' vertically through the center of the tower are three nine-meter wide columns. There are three large spheres including the top sphere, known as the space module. Then there are 

five smaller spheres and three decorative spheres on the tower base. The entire structure rests on rich green grassland and gives the appearance of pearls shining on a jade plate. Visitors travel up and down the tower in double-decker elevators that can hold up to fifty people at the rate of seven meters per second. The elevator attendants recite an introduction to the TV Tower in English and Chinese during the rapid 1/4-mile ascent. Once you reach your destination, you will be amazed at the variety of activities available as the various spheres and columns actually house places of interest, commerce, and recreation. The inner tower is a recreational palace, while the Shanghai Municipal History Museum is located in the tower's pedestal. The large lower sphere has a futuristic space city and a fabulous sightseeing hall. From here, on a clear day a visitor can see all the way to the Yangtze River. The base of the tower is home to a science fantasy city. The five smaller spheres are a hotel that contains twenty-five elegant rooms and lounges. The pearl at the very top of the tower contains shops, restaurants, (including a rotating restaurant) and a sightseeing floor. The view of Shanghai from this height fills you with wonder at the beauty that surrounds you. When viewed from the Bund at night, the tower's three-dimensional lighting makes it a delight of brilliant color. It is amazing that this ultra-modern tower combines ancient concepts such as the spherical pearls, with 21st Century technology, commerce, recreation, educational and conference facilities. All of this and it really is a TV and radio tower that services the Shanghai area with more than nine television channels and upwards of ten FM radio channels. Truly, 'oriental pearl' is the most suitable name for this tower. 

The Pudong TV Tower 
• Shanghai Museum 
• Admission was free which was very impressive and it’s located at a major intersection. The pot and bronzes were amazing antiques. 
• We went to see Shanghai Acrobatic show, excellent performers. 
• We also had CPK, it was delicious, and to our surprise, the staff at CPK has fluent English but they are not Chinese. They looked like they were Indian descend. 
• Checked in our hotel, Central Hotel Shanghai 
• Conveniently located in shopping and business district and adjacent to the Nanjing Road Pedestrian Mall, the Central Hotel Shanghai brings guests enough convenience for business, sightseeing, catering and entertainment purposes. A total of 27 floors covering 319 luxurious rooms, with 7 distinctly styled restaurants and bars, multi-function rooms, fitness center, and sauna. The convenience of the location and the state of the art facilities has made the Central Hotel Shanghai a popular choice by both business travelers and leisure makers. 

Central Hotel in Shanghai 

Day 7: Mar 20, 2008 
• Lecture at Shanghai’s University on China’s banking system by professor Tony Koo 
• Prof. Koo showed us pictures of the new campus, largest comprehensive university in Shanghai 
• Shanghai Technology Entrepreneurship Foundation for graduates 
• Chinese government fund 100 million yuan each year for university graduates to start their own company 
• Goals of economic reforms 
• Establishing a socialist market economy – market will become principal mechanism of resources allocation while state becomes an indirect regular or market activities 
• Starting from 2003, GPD has gone to 3 digits RMB 20, 940 
• The banking system in China is very complicated 
• CAR – Capital Adequacy Ratio 
• In 2010, there will be the World Expo Shanghai. 
• ICBC – Industrial & Commercial Bank of China is the largest bank in China and not Bank of China like most people think 
• Within 4-5 years, deposits in China doubled. 
• Non performing loans ration has gone down from 30.5 to 6.63. 
• Guanxi is still very important in China 
• To build Guanxi is not easy if a business person wants to pay for guanxi, doesn’t mean it will be acceptable 
• In order for guanxi to work, you have to have lots of money and lots of brain power. 

Shanghai University 
• In the afternoon, we visited the GM factory in Shanghai 
• It was quite impressive to see how cars are being manufactured and to find out that GM is the number one car sellers in China. 
• Established on June 12, 1997, Shanghai General Motors Co. Ltd. (Shanghai GM) is a 50-50 joint venture partnership between General Motors and Shanghai Automotive Industry Corp. Group (SAIC), one of China's largest passenger car manufacturers. Shanghai GM's overriding goals are to become the leading domestic automaker and an internationally 

competitive vehicle manufacturer. In 2005, Shanghai GM sold 325,429 vehicles, ranking it first in sales among domestic passenger car producers. It is the first domestic automaker to sell 1 million vehicles within its first eight years of operation and is the only automaker named one of China's Most Admired Companies for five consecutive years. With its customer-oriented and market-driven philosophy, Shanghai GM offers a comprehensive and diverse product portfolio. Its sells vehicles under four major brands: Buick, Chevrolet, Cadillac and Saab. Its portfolio includes the Buick Royaum premium sedan, Buick LaCrosse premium sedan, Buick Regal upper-medium sedan, Buick Excelle lower-medium family, Buick GL8 executive wagon family, Chevrolet Epica intermediate sedan, Chevrolet Lova small car, Chevrolet Aveo hatchback, Chevrolet Sail small car family, Cadillac XLR luxury roadster, Cadillac SRX medium luxury utility vehicle, Cadillac CTS luxury sedan, Saab 9-5 premium sedan, Saab 9-3 convertible and Saab 9-3 sport sedan. All Shanghai GM vehicles incorporate some of the latest industry technology and are leaders in their respective segments in features, functionality, safety, comfort and emissions. Shanghai GM has adopted an all-inclusive lean manufacturing-based system that handles every aspect of the production process, including purchasing, logistics, manufacturing, sales, aftersales and quality management. Shanghai GM also boasts China's first flexible manufacturing system, which allows the production of vehicles with different platforms on a single line and covers all operations for producing complete vehicles, including press, body, paint and assembly, as well as the entire process for manufacturing engines and transmissions. In addition, Shanghai GM has adopted GM's Global Manufacturing System (GMS), applying the five key principles of people involvement, standardization, built-in quality, short lead times and continuous improvement throughout the entire manufacturing process. Shanghai GM operates vehicle manufacturing facilities in three Chinese cities. It has two plants in Shanghai. It is partners with GM China and SAIC and oversees the management of Shanghai GM Dong Yue Motors Co. Ltd. in Yantai, Shandong, and Shanghai GM (Shenyang) Norsom Motors Co. Ltd. in Shenyang, Liaoning. Shanghai GM also has two powertrain facilities: Jinqiao Powertrain in Shanghai and Shanghai GM Dong Yue Automotive Powertrain Co. Ltd. in Yantai. Shanghai GM has an annual manufacturing capacity of 480,000 vehicles, which makes it among the largest vehicle producers in China. 
• While continually growing its operations in China, Shanghai GM also exports its products on a limited basis, contributing to its increasing global competitiveness. 

• Shopping at Walmart, Shanghai, we found that the Walmart staff speaks no English. 
• In the food section, we saw chicken feet, gizzards, hearts and many other exotic dishes that we wouldn’t normally at a Walmart super center in the states. 
• All the roasted chickens had their heads on. 
• The pharmacy inside Walmart was very small and had no western medicines 

• Along the escalator, Walmart utilized all of its space, there were many items along the side of the escalator and people could actually shop while going up the escalator. 
• 90% of items in Walmart are made in China. You would find a few items that were imported but the price is tripled comparing to prices in the States 
Day 8: Mar 21, 2008 
• A free day on our own, we went to ride the MagLev, the train was going at 431km/hr and it took only 8 minutes from Shanghai station to the aiprot. It was an awesome ride and the price was also very affordable. 
• We went shopping at Xiangyang Road Market. This famous market used to be on the former Huating Road Clothes Street, which was the most renowned clothes street in Shanghai before relocating to its present place. Since 1980s, a number of the shops selling clothes and small ornaments led Shanghai's fashion trend. Foreigners carrying large travel bags once formed the scene on the street. In November 2000, the former Clothes shops on Huating Road were moved to Xiangyang Road Market. A notable feature here is the fact that you can find expensive goods at very low prices! But be warned that so-called brand names are often fakes but with care you can find items of a reasonable quality.Yu Garden for souvenirs and exotic Chinese food 
• To our surprise, in the heart of this market, we found Starbucks, Coffee Bean and KFC. 
• The market was packed with Chinese from other provinces of China 

Day 9: Mar 22, 2008 
• All parties must end, we were ready to go home 
• We met in the lobby of our hotel in the morning for final class discussion 
• We went to the airport on the MagLev. 


PHASE III 
Reflection: 
With its booming economy, huge manufacturing base, enormous supply of natural resources, and expanding consumer’s spending, it’s no surprise that China is high on the agenda for businesses around the world. More than 90 percent of multinational companies admit that China is important to their global strategies, with 52 percent calling critical, according to Mercer Management Consulting. One indicator of China’s economic expansion is its GPD, which is growing at a staggering rate and has averaged around 9 percent annual growth for more than a decade. 
Country/Region 2006 2007 
China 10.30% 9.40% 

United states 3.50% 2.30% 

European Union 2.30% 1.80% 

Source: Institute for internatioanal Economics (Note: China numbers are an average from two forecasters 


However, when a company considers doing business in China, along with the opportunities come many risks. Among the critical issues are sourcing risks, including supply-chain on and business interruption issues, protection of intellectual property, recruitment, development and retention of talented employees. Other risk also includes potential pitfalls of the Chinese insurance market. 
The promise of low-cost manufacturing remains of of the primary reasons companies look to China as a sourcing base. Although other countries have lower labor costs than China, they cannot match it for overall manufacturing costs because other countries generally lack the infrastructure, have higher cost and fewer available raw materials, impose regularoty tariffs, have poor speed in shipping. Over the past twenty years, China’s rapid manufacturing development has earned it the moniker “the factory of the world”. As China tires to move in an equally grand fashion toward becoming a base of the global knowledge industry, it is developing a work force with more technical skills. 
Another change that has developed in companies’ China strategies over time is an increased focus on serving not only export markets, but also the country’s domestic market. Many 

upstream suppliers to industry have moved operations to China to be closer to their downstream customers, such as in the electronics and textile sectors. The number one reason cited by European Union (EU) firms for doing business in China was to produce goods for Chinese markets, according to a recent survey by the European Union Chamber of Commerce in China. In a similar survey conducted of U.S.companies by the US-China Business Council (USCBC), 57 percent of respondents said their main objective in China was to access or serve the China market. Companies whom look to outsource to China should also consider doing so in a light of broader strategic and operational issues. 
China’s economic boom has highlighted the urgent need for massive improvements to its infrastructure. The highway system, in particular, was long seen as an impediment to opening up the country’s interior to development. The recently completed national superhighway system should help pave the way for continued expansion away from the coasts, while also improving transportation within the coastal regions. Development of infrastructure has attracted a large amount of foreign investment. The current plans for continued infrastructure improvements include the following: The government plans to lay 17,000 kilometers of new track for passenger and freight lines by 2010, at an estimated cost of at least 1.25 trillion renminbi (RMB). With domestic air travel forecast to grow at an annual rate of 14 percent, the government plans to build 44 new airports in the next five years at a cost of about US$17.4 billion (“China to Boost Spending on Airports as Air Travel Grows,” Dow Jones Newswires, February 28, 2006). China’s Civil Aviation Administration said some of the investment will be used to expand exis

