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DEZAN SHIRA & ASSOCIATES

Dezan Shira & Associates is a specialist foreign direct in-
vestment practice, providing business advisory, tax, account-
ing, payroll and due diligence services to multinationals
investing in China, Hong Kong, India and Vietnam. Estab-
lished in 1992, the firm is a leading regional practice in Asia
with seventeen offices in four jurisdictions, employing over

170 business advisory and tax professionals.

Dezan Shira & Associates provides a combination of busi-
ness advisory and accounting services to his clients, giving
them the ability to acquire professional knowledge in the lo-
cal legal regulatory environment in each country as well as the

tax and financial implications of doing so.

Dezan Shira & Associates also produces significant and
well received business educational and published material
about each of the markets and disciplines we are involved
with through our involvement with our subsidiary publishing
house Asia Briefing Ltd.
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‘WE MAKE THE WORLD A LITTLE SMALLER FOR YOU.

We know there are many reasons that send you overseas
these days. That’s why we offer direct flights from Beijing to
Seattle(will change from 5 times per week to daily by June 2)
and Shanghai to Detroit everyday. In 2011 we are also intro-
ducing 3 new flights -- from Guangzhou to San Francisco via
Tokyo-Narita(service begins April 7, 2011), Beijing to Detroit
and Shanghai to Adlanta. In addition to that, we provide daily
services from Beijing and Shanghai to Tokyo-Narita where
you can connect to 9 U.S. gateways. From there we can take
you to over 250 cities in North America. If thats not enough,
our SkyTeam® alliance has the reach to connect you to over
900 destinations worldwide. Simply put, wherever you want
to go, our network can get you there.
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THE RITZ-CARLTON®

CIANGTHO T

Situated in the new CBD Pearl River New City of Tianhe
District, the 351-room Ritz-Carlton, Guangzhou is a luxury
destination in Southern China’s business hub. Distinctive ser-
vices and facilities include six restaurants and lounges serving
Cantonese and Western favorites, special cigars and wines. An
extensive health club and The Ritz-Carlton Spa® rejuvenate
body and mind, while The Ritz-Carlton Club® Level antici-
pates guests needs with its dedicated personalized service.
The Residences at The Ritz-Carlton, Guangzhou features 91
luxury serviced apartments from one to four bedrooms - the

most luxurious address in town.
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2011 Special Report on the State of Business in South China

o >
W Presidents Message

Af) NOTED IN this Special Report’s companion piece,
ur 2011 White Paper on the Business Environment in
China, this year has been relatively unremarkable compared
to years past. Whereas in 2009 we were able to examine the
effects of the global economic slowdown that became appar-
ent in 2008 and the following year, the effects of the PR.C.
governments response to that slowdown, there is no great
(metaphorical) enemy at the gates this year; neither is there a
substantive shift in strategic priorities.

This would appear to suggest an increasing maturity in the
business environment on the Mainland. Certainly, the results
of this years study suggest the same: there are, for the most
part, no surprises. There were no sudden and sweeping adjust-
ments to tax policy to impact exporters, nor were there new
announcements of vast allocations of government money to
stimulate the economy. 2010 was, in a word, stable.

Furthermore, when stability is achieved in a time of op-
timism and success, that stability is a welcome thing indeed.

For example, whereas last year’s study results led us
to estimate that members of The American Chamber

of Commerce in South China had hired an additional
429,000 employees in southern China this year that fig-
ure is 488,000—above and beyond last year’s stafling in-

creasces.

Similarly, while regulatory issues relating to the Chinese
government continues to be ranked as the most likely chal-
lenge in the future and the cause for the most uncertainty in
the business climate, 90 percent of companies consider the
business environment to be good, very good or outstanding.

One area in which responses are even more positive this
year than last is in profitability: this year, 95 percent of par-
ticipants reported that they are either already profitable or will
be within the coming two years, whereas last year that figure
was 79 percent. This indicates to me that companies on the
Mainland have, more or less, already overcome the challenges
brought by the economic slowdown two years ago.

This fact, combined with stable, positive trends in other ar-
eas, can only suggest that the state of business in China remains
excellent.

s

Harley Seyedin
President
The American Chamber of Commerce in South China
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2011 Special Report on the State of Business in South China

Demographics

Other (10.38%)

Q.
(]
Zhongshan (1.91%)

Dongguan (2.19%)

Foshan (1.91%)
Xiamen (1.91%)
Zhuhai (0.55%)

Shenzhen
(22.40%)

2011

Other (6.1%)

Sanya (0.2%)
Fuzhou (0.7%)
Zhongshan (0.7%)
Dongguan (3.1%)
Foshan (1.2%)
Chongging (0.5%)
Xiamen (0.9%)
Zhuhai (2.8%)

Shenzhen
(29.0%)

2010

Where is your parent or holding
company located?

This year, about 51.5 percent of participants
reported parent or holding companies based in
the United States. Since 2006, this value has
ranged from 45.6 to 54.6 percent. The second-
and third-largest constituencies had parent or
holding companies in Hong Kong SAR and the
Chinese mainland, accounting for 17.17 and
11.72 percent respectively (compared to results
of 13.4 and 12.5 percent for the same last year).

Where is your company's headquarters or
main office located in South China?

Consistent with past results, approximately 80%
of respondents are headquartered in Guangzhou and
Shenzhen. The “other” category once again represented
the third-most selected option; this year (as in years
past except for 2010) Hong Kong is most-represented,
followed by Shanghai.

Taiwan (0.54%)
Canada (0.54%)
Australia or New Zealand (1.0'
Southeast Asia (1.36%)
Japan (1.09%)
Other (5.72%)

Chinese Mainland
(11.72%)

Hong Kong SAR
(17.17%)

Taiwan (0.7%)
Canada (0.5%)
Australia or New Zealand (0.7*
Southeast Asia (1.2%)
Japan (1.9%)
Other (4.2%)

Chinese Mainland
(12.5%)

Hong Kong SAR
(13.4%)
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Q: Does your company or group have offices in other parts of China? If so, where?

80% -

70% -

60% [~

No 50% [~

(29.41%)
40%

30%

20% [~

10%

0%

2011

As in previous years, approximately two-thirds of compa-
nies have operations outside of South China, with approxi-
mately 75 percent of those having a presence in the Yangzi
River Delta. The number of companies reporting presence in
northern China this year is consistent with last year’s results

- Yangtze River Delta
I:I Northern China

2010

(both approximately 56 percent) although in 2009 this figure
was reported as 70 percent. The number of participants with
operations in western China has, however, remained relatively

stable at around 30 percent since 2000.

Q: What is the form of your company’s legal entity?

Joint Venture
(13.57%)

Representation
Office
(14.4%)

2011

Representation
Office
(14.3%)

Joint Venture
(14.8%)

This question was added last year. Re-
sults were consistent with those in 2010: ap-
proximately half of respondents represented
Wholly Foreign-owned Enterprises, with Joint
Ventures and Representative Offices being
roughly tied for second most common entity
(each at approximately 14 percent). Roughly
six percent of respondents indicated “other”,

although many of the write-in explanations
hypothetically ought to fall under the other
categories offered for response.

2010

Q: How long has your company been engaged in business in China?

50%
Similar to results in previous years, a bit more than
half of participants report having been engaged in 0%
operations on the mainland for more than 10 years,
with the rest being concentrated between 2 and 10
years. The number of companies reporting fewer than 30%
2 years of operations has, in fact, shrunk over the past
several years from 9.6 percent in 2009 to 6.6 percent 20%
this year.

10%

0%

More than 20 years

From 10 to 20 years

From 6 to 9 years

From 2 to 5 years

ERICE

Less than 2 years

2011 2010
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Q: Which category best describes the primary focus of your business activities in

China?

75.1%

Providing goods or services

to the Chinese market

Responses to this question illustrate a continuing (albeit
apparently slowing) trend for participants to be increasingly
focused on providing goods or service to the Mainland Chi-
nese market. In 2006, 46 percent of respondents indicated
this was their primary business focus; this year, 75 percent
indicated the same.

Examining individual categories reported for both “goods”
and “services,” the “other” category continues to be often se-
lected by respondents, indicating a breadth of specialization
among companies and a diversity of markets being served.

In the “goods” category, the most notable shift is that “tex-
tiles, apparel and leather” is no longer among the top three

24.9%

Manufacturing primarily for export

most-represented categories, whereas in both 2008 and 2009
it was the second-most represented. This year furthermore
marks the first occasion inwhich “miscellaneous manufac-

» »

tured products” ” appears on the top three most-represented
categories, being followed by “electronic equipment, house-
hold appliances and components”—both of which did not
appear in the top three last year (although the “electronic
equipment” category was present in both 2008 and 2009).
The “services” category’s top three most-represented items

» <«

have remained consistent since 2008 (“other,” “professional
services” and “business services”), with only their position in

the ranking changing.

Q: How many people does your company currently employ in China?

35%

30% [

25%

20%

15%

10%

OERLICHE

5%

0%

2010

More than 5,000

Between 1,000 and 5,000

Between 500 and 1,000

Between 250 and 500

Between 50 and 250

Less than 50

Compared to last years results,
growth at the low- and high-end of
the scale has led the percentage of par-
ticipants employing between 250 and
5,000 individuals to shrink propor-
tionately. This growth has been rather
larger in the small categories (between
1 and 250 employed individuals),
leading to the percentage of partici-
pants employing more than 250 indi-
viduals to shrink from 50 percent in
2010 to 45.5 percent this year.
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Q: Out of those, how many employees are expatriates or foreign passport holders?

60%

50%

40%

30%

20%

10%

0%
2011

2010

| JHey

Greater than 50

Between 20 and 50

Between 11 and 20

Between 5 and 10

Less than 5

Results for this question similarly
shifted this year compared to 2010. While
the percentage of respondents employing
5 or fewer foreign passport holders grew
by approximately 5 percent, the percent-
age of the same employing greater than 50
shrank by roughly the same amount.

Q: Has your company taken advantage of the current labor market by hiring new

employees?

2011

No
(19.5%)

2010

Q: Ifyes, hbow many new employees has your company bired?

Whereas in 2010 80.5 percent of
participants indicated that they had
hired new employees “to take advan-
tage of the current labor market,”
this year 86 percent responded posi-
tively to the same question, indicat-
ing increased hiring across the board
compared to last year. Applying this
distribution to the membership of
AmCham South China, we project
that the same hired approximately
488,000 new individuals over the
course of 2010.

60%

50%

40%

30%

20%

10%

0%

More than 5,000

Between 1,000 and 5,000

Between 500 and 1,000

Between 250 and 500

Between 50 and 250

Less than 50

i | JEny

=

2011

2010
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Revenue and Profitability

Q: What is your company/group’s approximate annual worldwide revenue?

35%
- Greater than $500 million

30% -
I:I Between $101 million and $500 million
25% -
I:I Between $11 million and $100 million

- Between $1 million and $10 million
- Less than $1 million

with previous years, with the only notable shift

20%
15%

0, . .
10% Results this year are more or less consistent

5% . . e .
being the proportion of participating companies

with worldwide revenue between $11 and $100

0%
million accounting for 4 percent more than in

2011 2010

2010, whereas the companies with worldwide
revenue between $101 and $500 million ac-
counted for approximately 3 percent less. Com-
panies with global annual revenue of less than $1

million were once again least represented.

Q: What is your company’s approximate annual China revenue?

30%
N/A
25% N
Greater than $500 million
20% Between $101 million and $500 million
15% Between $11 million and $100 million
10% - Between $1 million and $10 million
5% - Less than $1 million
0% L Responses for this year are by and large consistent with

2011 2010 those obtained last year, although slight decreases in the ma-
jority of categories (most notably a decrease of approximately
4 percent in the “Between $11 and $50 million” category)
appear to have been absorbed by the “Between $1 and $10

million” category.
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Q: When does your company expect to be profitable in China?

100%

80%

60%

40%

20%

0%

2011

2010

Q: Ifyour company is already profitable, to what extent?

This year more companies than ever since 2006
have reported that they are already operating profit-
ably (82.5 percent); similarly, the number of partici-
pants indicating that the already are profitable or will
be within the coming two years is the highest recorded
(94.8 percent).

Of those companies reporting profitability at the
time of the study, results are extremely consistent with
last year’s, with approximately 66 percent reporting
that they are both profitable and meeting or exceed-
ing budget expectations. In contrast, in 2007 nearly 76
percent reported the same. This decrease is accounted
for mostly by a decline in the number of firms report-
ing that they are exceeding budget expectations, from
22 percent in 2007 to a low of 7 percent in 2009 and
10.6 percent this year.

Other

In between 3 to 5 years

- Within 2 years
- Already profitable

Profitable and significantly exceeding
budget expectations (10.55%)

Profitable but
not meeting

budget
expectations
(33.33%)

Profitable and meeting
budget expectations
(56.12%)

2011

Profitable and significantly exceeding
budget expectations (9.7%)

Profitable but
not meeting

budget
expectations
(33.2%)

Profitable and meeting
budget expectations
(57.1%)

2010
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South China

Q: What are your company’s goals in South China?

Produce goods or services in South China for the China market

Produce goods or services in South China for markets other than
the U.S. or China

Establish or expand a regional base
Produce goods or services in South China for the U.S. market

Export from China to countries other than the U.S.

For the sixth year in a row, “production of goods or ser-
vices for the China market” remains the top-reported business
goal for the majority of participants. Also consistent with re-
sults from previous years, “establishing or expanding a regional
base,” “production of goods or services for the U.S. market”
and “production of goods or services for markets other than
China or the U.S.” ranked as top goals for the majority of par-
ticipants. Perhaps the most notable change this year is that “Ex-
port from China to the U.S.” has disappeared from the top-five
ranking, being replaced by “Export from China to countries
other than the U.S.”

Q: What are the major reasons for your company to set up operations in South Chi-

na instead of other China locations?

Opportunities in South China’s domestic market
Proximity to Hong Kong

Availability of highly-qualified managers and specialists
Greater openness than other places in China

Transportation and logistical advantages

“Opportunities in South Chinas domestic market” re-
mains a top consideration for companies setting up opera-
tions in South China, as do “greater openness than other parts
of China,” “proximity to Hong Kong” and “transportation

and logistical advantages.”

Perhaps most significantly, “availability of highly-qualified
managers and specialists” has again been listed as among the
top five reasons to set up business in South China, having
been replaced last year with “better infrastructure than other

parts of China.”

Q: How do you expect your company’s operations to change in the following areas
over the coming 3 years?

1.

Overall China business activities
Services provided in China (tied)
Profits (tied)

China market-share

Expansion of existing China facilities

This year’s results are interesting primarily for two reasons:
first, whereas last year’s respondents collectively placed “in-
vestment in new China facilities” as the fifth-most significant
change, this year it is no longer listed in favor of “expansion
of existing China facilities”, creating an interesting and believ-
able narrative in terms of a business lifecycle.

Second, “overall China business activities” has been listed
as the area most likely to change in the coming three years
which, combined with last year’s top result of “import volume
to China” would appear to suggest that companies are execut-

ing more of their operations locally than in the past.
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2011 Special Report on the State of Business in South China

Investment Trends

Q: For 2010, what was your company’s realized investment volume in China?

40%

35%

30%

25%

20%

15%

10%

5%

1]

2011 2010

0%

Similar to last year and the year before that, approximately
89 percent of participating companies reported having made
at least some investment in China over the course of 2010.
Interestingly, the distribution shifts described last year (a
decrease in the “less than $1 million” category offsetting in-
creases in the number of companies reporting having invested
between $10 and $250 million) seem to have reverted to ef-
fectively equal the distribution reported in 2009.

With regard to last year’s projected investment volume for
2010 to actual investment reported this year for 2010, the
most notable shift has been a relatively substantial increase in

- Greater than $250 million

Between $50 million and $250 million

I:I Between $10 million and $50 million

- Between $1 million and $10 million
- Less than $1 million

No investments made

actualized investment: whereas at the beginning of last year
23.3 percent of respondents indicated they had no planned
investments, only 10.7 percent of participants this year in-
dicated that no investments had been made. Offsetting this
deficit, we find that approximately double the number of
companies planning to invest greater than $250 million in
fact did so. The other notable increase in actual investment
against planned investment for the same period is the seven
percent growth in percentage of companies actually investing
less than $1 million than had planned.

Q: For 2011, what is your company'’s budgeted investment in China?

30%

25%

20%

15%

10%

5%

| J

2011 2010

The major notable change in this year’s responses to this

0%

question is that the percentage of companies reporting the
intent to invest between $11 and $250 million has declined,

while the percentages of companies reporting other values

35%

I:I Not applicable
- Greater than $250 million
I:I Between $50 million and $250 million
I:I Between $10 million and $50 million
- Between $1 million and $10 million
- Less than $1 million

has increased proportionately; additionally, the proportion
of companies reporting no planned investment has remained

stable at around 24 percent over the past two years.
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2010 budgeted v.s. actualized investment

0/ —
40% [ ] 2010 budgeted
. 2010 actual
35% Observing the comparison
of 2010 budgets reported at the
% |- -
30% beginning of the year versus re-
ported actual investments made
O/ —
25% at the end of the year, we can see
that while budgets last year were
20% - . . .
cautious, companies planning
1504 to invest more than $1 million
b |- . .
were slightly more likely to have
invested at least that amount
10% [~ L .
than originally planned, with
505 significantly more companies in-
vesting less than $1 million do-
ing so than had planned.
0% ] ] ] ] ] ] g P
A A A A A \3
N S $ & &
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Normalized investment figures
(Response distribution applied to 100 companies by percentage share)

Projected 2011:
Projected 2010:

$2,170,370,000 (-7.93%)
$2,357,300,000

Projected 2011-13:
Projected 2010-12:

$2,424,338,000 (-8.07%)
$2,637,050,000

Estimated investment volumes

Projected 2011: $8,616,900,000
Projected 2011-13:  $9,624,660,000
2010 Results, for reference:

Projected 2010: $9,539.000,000
Projected 2010-12:  $10,469,000,000

To accommodate fluctuating sample sizes, for the past
two years we have used investment figures normalized to 100
companies for our primary comparison. This figure is calcu-
lated as the product of the mean of each category range and
the percentage of total participants indicating that category,
except in the case of the largest ($250 million or more) cat-
egory, for which the minimum value is used.

For consistency, we have also kept the minimum estimat-
ed investment budget figures, which we this year obtained by
multiplying the previous year’s figures by the factor by which
the normalized figures changed from 2010 to 2011.

This year both 1- and 3-year investment budgets appear to
have declined by approximately 8 percent; similar to previous

years, the relationship between the two remains intact.
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b

For the coming 3 years, what is your company's expected investment volume in China?

30%
I:I Not applicable
25% .
Greater than $250 million

20% I:I Between $50 million and $250 million

15% Between $10 million and $50 million

- Between $1 million and $10 million
- Less than $1 million

10%

5%

0% -
2011 2010
Most notable in this year’s results is that the proportion decline. The proportion of companies reporting no intent to
of companies reporting the intent to invest between $11 and invest is this year again approximately 27 percent (similar to
$50 million has declined by approximately 4 percent, with 2010, but substantially higher than any year prior to that).

other investment values having grown slightly to absorb that

Q: For future investments, in which areas of China will you likely expand in the next
three years?

60% -
- Yangtze River Delta

50% - I:I Northern China
40% I:I Western China (Sichuan)
- Western China (other locations)
- South China (Guangdong)
20% - . X

South China (Guangxi)

10% I:I South China (other locations)

- Other
0%

30% -

2011 2010
'The proportion of companies reporting planned expansion notably a doubling of the proportion of companies reporting
in other parts of China have nearly unanimously grown after a the intent to expand in Guangxi (from 8 percent last year to
decrease last year to surpass the values reported in 2009, most 16 percent this year).
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Q: Did your company’s 2010 budgeted investment volume change over the course of the year?

35% -
— - Greater than $250 million
30% -
Between $50 million and $250 million
25%
Between $10 million and $50 million
20% -
- Between $1 million and $10 million
15%
- Less than $1 million
10% [~
No change
5% -
0% -l T |_|. )
Decrease < Nochange > Increase
Of the roughly 60 percent of companies who reported year’s results, more companies adjusted their budgets over the
their 2010 investment budget having changed over the course course of the year, and a slightly larger percentage of these
of the year, 91.5 percent indicated an increase, rather than adjustments were for less than $10 million.
decrease, in their budgets; roughly 80 percent of these ad- Of the small minority who decreased investment budgets,
justments were for less than $10 million. Compared to last roughly 80 percent reported changes of $1 million or less.

Q: Did your company's 3-year budgeted investment volume change over the course of the year?

35%
- Greater than $250 million
30%
Between $50 million and $250 million
25% -
Between $10 million and $50 million
20% -
- Between $1 million and $10 million
15%
- Less than $1 million
10%
No change
5% -
- Hnlw
Decrease < Nochange > Increase
This year, approximately 69 percent of participants re- those increases were for $10 million or less; similarly, of those
ported changes to their 3-year investment budgets over the companies reporting decreases in 3-year investment budgets,
course of 2010; of those, 95 percent reported increases and nearly all decreases were for $10 million or less.

as with 1-year budget responses, approximately 80 percent of
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The Business Environment in South China

Q: How would you rate the overall busi-
ness environment in South China?

50%

- Outstanding
I:I Very good

I:I Good/acceptable
30% [~
- Needs improvement
20%

-

10% [~

= B B8

2011 2010

40% [~ ]

Q: Compared to 12 months ago, in your
opinion the overall business environ-
ment in South China has...

50%

Improved greatly

40% - Improved

Remained about the same
30%
Decreased

20% [~

ERLION

Decreased greatly

10% -

0% II_/

2011 2010

(S~

In your opinion, to what extent have
China’s economic reforms in 2010
affected your business operations in

South China?

50% -
] - To a very great extent
40% [~ I:I To a great extent
I:I To some extent
30% [~
- Not at all

20% [~
- Don't know/no basis to judge

10% |

0%

2011 2010

This year, as in years past, the vast majority of participants
report that the business environment in South China remains

» «

“good/acceptable,” “very good” or “outstanding,” and the actual
percentage of participants claiming these ratings has increased to
90.3 percent, the highest since 2007.

Asked about the current situation compared to 12 months ago,
approximately 15 percent indicated that the business environment
had gotten worse, while 56.6 percent indicated that it had im-
proved at least “somewhat.”

To assess the impact of China’s economic stimulus efforts (pri-
marily the much-reported 4 trillion yuan stimulus’) in its second
year, we asked participants specifically how these efforts had ef-
fected their business operations. As with last year’s results, approxi-
mately 80 percent indicated that the efforts had at least some posi-
tive effect on their operations, although the majority (56 percent)
reported that it was by “some extent” but not by “a great extent”
or “a very great extent.”

Finally, from the responses to the question “How do you expect
the following developments to affect your business operations in
south China in 2010,” which listed eight relatively contemporary
concerns a business might have, we can surmise that the issues of
most concern for participants are “increasing inflation,” “increas-
ing minimum wage standards,” “RMB appreciation” and “Protec-
tionist policies in China or other countries” in that order, while
the issues projected to have the most significant positive effects
are (again, in descending order) “RMB appreciation,” “increas-
ing inflation,” “increasing minimum wage standards” and “other
legislative or regulatory changes.” Interestingly, the proportion of
respondents claiming “RMB appreciation” as a potential detri-
ment to their business (39.6 percent) was nearly identical to that
claiming it as a potential benefit (39.2 percent), making this topic

perhaps the most divisive among each of the contingencies offered.

Q: 1o what extent do you believe China’s
economic stimulus efforts in the past
12 months have had a positive effect

on your business in South China?

60% -

- To a very great extent
50% [~

I:I To a great extent
40% [~

I:I To some extent
30% [~

- Not at all
20% -

- Don't know/no basis to judge
- m

0%

2011 2010
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Q: How do you expect the following developments to affect your business operations
in south China in 2011?

b

100% -_-.-

90%

80%

70%

60%

50%

40%

30%

20%

- - - Significant positive effect

Somewhat positive effect

Remain about the same

- Somewhat negative effect
- Significant negative effect

Uncertain

Not applicable

In your opinion, what are the top 5 challenges that hinder or limit your compa-

ny'’s opportunities for growth in South China?

1.

R N

b

Regulatory issues (Chinese government)

Local competition

Rising labor costs

Lack of qualifiable managerial and specialist talent

Exchange rate issues

Interestingly, this year the results for both the “right now”
and “over the coming three years” questions were identical,
with participants listing “regulatory issues (Chinese govern-
ment),” “local competition,” “rising labor costs,” “lack of
qualifiable managerial and specialist talent” and “exchange
rate issues” as the top five biggest challenges to their business,
with the “exchange rate issues” having replaced “foreign com-

petition” in both categories.

In your opinion, what will be the top 5 challenges over the coming 3 years that

will hinder or limit your company’s opportunities for growth in South China?

R N

Regulatory issues (Chinese government)

Local competition

Rising labor costs

Lack of qualifiable managerial and specialists talent

Exchange rate issues

As we noted last year, the remarkable persistence of many
of these issues as the most-reported concerns for businesses
both at present and in the following three years is signifi-
cant—and specifically so the presence of “regulatory issues
(Chinese government)” as the top concern for so many years.
Also interesting is the fact that this year results were identical
for both the 1- and 3-year periods, suggesting an increasingly

stable, albeit somewhat challenging, environment.
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Q: Has your company made specific preparations for emergency situations, such as
a potential outbreak of Avian Influenza (“Bird flu”) or an earthquake or other
natural disaster?

The proportion of participants re-
sponding affirmatively to this question

shrank from approximately 63 percent

Skipped
question
35.29%)

Skipped
question
(30.4%)

in 2010 to only 54 percent this year; that

said, a great many participants chose to

skip this question entirely. Of provided
explanations for emergency prepara-
tions, evacuation plans, workload-shift-
No ing to unaffected offices (within China
(29.41%)

and overseas) and crisis-management

teams were notable for their substantive

nature.

2011 2010

Q: How would you rate AmCham South China’s 2010 performance on delivering
programs and activities that match your expectations and needs?

50%
_ _ - Outstanding
This year, 95 percent of participants
40% - I:I Very good rated AmCham South China’s performance
as good, very good or outstanding, and 67
30% - I:I Good/acceptable percent indicated very good or outstanding
] performance. This is consistent with results
- Needs improvement
from the past three years.
20% -
- Poor
10% -
o
2011 2010
Q: In what areas would you recommend future improvements in AmCham’s pro-
grams and services?
60% -
] - More presentations on relevant topics The most common areas for improve—
50% - I:I More social activities ment selected by participants this year were

“more presentations on relevant topics” and

0% I:I More round table discussions “more social events.”
30% - - More lobbying efforts
20% - - More publications
10% I:I More services
I:I Other
0%

2011 2010
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1. The Peard River Delta

GREATER SOUTH CHINA is one of the most eco-
nomically dynamic regions in the world. It is of par-
ticularly great significance for the manufacturing industry
not only within the PR.C. but on an international scale. The
growth of the economy in South China has created an im-
mense economic network with strong links to the global mar-
ketplace.

As the first area of China open to overseas business, it
is also one of the country’s most advanced and competitive
regions with world-class local- and foreign-owned original
equipment manufacturer operations. With increasing policy-
level support, these manufacturers are striving for techno-
logical innovation in order to move up the value chain and
enhance their competitiveness. Given a total population of
around 42.3 million across the Pearl River Delta (consisting
of approximately 24 million officially registered inhabitants
and an estimated 20 million migrant workers), the region cer-
tainly has the workforce needed to drive its economy forward.

The PRD, as it is commonly defined, includes nine cities
(Guangzhou, Shenzhen, Dongguan, Foshan, Huizhou, Jiang-
men, Zhaoging, Zhongshan and Zhuhai) and covers an area
of approximately 42,800 square kilometers. Of these, Guang-
zhou, the capital of Guangdong Province, and Shenzhen,
China’s first and most successful Special Economic Zone, are
major first-tier cities in the nation. While the Chinese govern-
ment’s definition of the PRD does not include Hong Kong
or Macau, the two Special Administrative Regions have long
played crucial roles in the economic fabric of South China
and as such are included in this discussion.

Although all nine cities are subject to the same provincial
government regulations and policies, municipal governmental
implementation of these policies varies widely; eatlier reforms
in municipalities located in the eastern PRD (such as Shen-
zhen) as well as closer proximity to commercial hubs such as
Hong Kong have also contributed to some differences across
the region.

According to the “Plan for the Pearl River Delta Economic
Zone Modernization,” the Pear] River Delta consists of a great
metropolitan ring circling the mouth of the Pearl River, in-
cluding two centers (Guangzhou and Shenzhen) and three
metropolitan regions (the Middle, East and West Bank of the
Pearl River Mouth Metropolitan Regions).

According to that Plan, the Middle Metropolitan Region,
with Guangzhou at its core, includes Foshan, Nanhai, Panyu,
Shunde, Sanshui, Huadu, Zengcheng, Conghua and other
smaller cities and will become the center of politics, educa-

tion, culture, science and research, finance, commerce, infor-

mation and transportation, as well as the second industrial
base for high-tech development and high value-added indus-
tries.

The East Bank Metropolitan Region, with Shenzhen at the
center, includes Huizhou, Dongguan, Huiyang, Huidong and
Bolo. Bordering Hong Kong, it will become the shop front of
the Pearl River Delta Economic Zone to the world and a base
for the development, production and energy and heavy chem-
istry industries, and the application of new and advanced
technologies (especially microelectronic technology).

The West Bank Metropolitan Region, comprising Zhuhai,
Jiangmen, Zhongshan, Xinhui and Heshan, is rapidly becom-
ing a metropolitan region with energy and heavy chemical in-
dustries as its backbone. Household appliances and machine
manufacturing will also be prevalent due to the availability of
capital and technology.

Guangdong’s urban residents accounted for 63.4 percent
of its total population in 2009, and the government plans to
raise this ratio to 80 percent by 2020. Per capita disposable
income of urban residents was reported to be 21,575 yuan in
2009. Under the plan per capita disposable income of urban
residents in Guangdong was expected to reach 18,000 yuan
by 2010, with that of rural residents reaching 6,200 yuan the
same year. According to the data released at the end of the
third quarter of 2010, per capita disposable income of urban
residents had already reached 18,101 yuan, while the income
of rural residents had reached 6,391 yuan.

As one of China’s manufacturing centers (and perhaps
the most famous of them), the PRD hosts direct and indi-
rect production for a wide variety of goods sold worldwide,
both in terms of Original Equipment Manufacture (OEM)
and branded goods—broadly speaking, the processing trade.
In 2009, total processing trade volume in the region reached
a value of $355.9 billion, accounting for almost 40 percent of
the full amount nationwide. The PRD furthermore accounted
for nearly a quarter of the PR.C.’s total FDI in the same year,
with an actual income of approximately $19.5 billion (an in-
crease of 10 percent year-on-year).

Guangdong’s Bureau of Statistics reported that fixed asset
investment in urban areas had grown by 26 percent over the
first 11 months of 2010, reaching a total value of 1.1 trillion
yuan; this investment has led to growth rates in primary, sec-
ondary and tertiary industry of 4.4, 15 and 8.2 percent in the
first three quarters of that year, respectively.

Retail sales of consumer goods have also seen strong
growth, increasing by 17.2 percent to exceed 1.58 trillion

yuan, and tertiary industry is reported to account for 43.4
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percent of Guangdong’s economy.

Due to both the region’s growing global competitiveness
and a restructuring of central- and local-level government pri-
orities, foreign investment has been increasingly focused on
production for the domestic PR.C. market and has generally
been pursuing research and development as well as the first
steps of vertical integration to improve operational efficiency.
What once were OEM manufacturers are branching out into
retail, support and (as is hoped by the Central Government)
in the future, true indigenous innovation.

This has meant that small and medium-sized foreign in-
vested companies present across the PRD, which often have
often been required to relocate production inland to areas less
sensitive to environmental impact in order to remain com-
petitive, are facing increasingly-aggressive competition from
domestic companies as well as from other foreign invested
companies.

Furthermore, as salaries rise, usable industrial land becomes
less plentiful, and the quality of the industrial base increases,
local governments are declining to approve industries that are
not capital intensive, high value-added, or environmentally
friendly, forcing such enterprises elsewhere in the PRD if not
to the poorer inland provinces. Some local governments are
actually implementing stricter approval measures to change
their local industrial base, ranging from increased minimum
registered capital thresholds (some as much as tenfold so as to
attract only large, better structured and -capitalized manufac-
turing investments) to more stringent criteria for total invest-
ment or output value per square meter invested.

These trends can be seen as indicative of a maturing econo-
my—and one which will bring new opportunities for foreign
investors, bolstered by increased Chinese purchasing power
and a need to become aware of the social responsibilities that
must be borne to continue favorable trends. Surveys prepared
from time to time by chambers of commerce, other business
organizations and business reporting consistently indicate
that the vast majority of foreign investments are profitable in
the PR.C. and will likely remain so in the coming years.

By focusing on the development of its manufacturing
industry, Guangdong is committed to becoming one of the
most important manufacturing bases in the world while Hong
Kong is simultaneously focusing on promoting modern logis-
tics, finance and trading with the aim of turning itself into
one of the world’s most important centers for the modern ser-
vice trade industry. Likewise, Macau is relying on building up
its tourism, amusement and lottery industries. The advantages
of these pursuits are certainly complementary to each other.

In the meantime, the “Pan-Pearl River Delta” Economic
Zone is taking shape at a fantastic speed. The dominant and
regionally superior position of Guangdong is being exploited

as much as possible, and as a result is offering a broad hinter-

land for business development. There is no doubt that South
China will remain “the beating (economic) heart of China”
for many years to come. The PRD continues to strongly
contribute to China’s economic well-being, but there is also
a strong emerging trend for development outside of Central
Guangdong; significant amounts of investment in its east,
west and south can be expected in the future. Including the
four provinces falling under the South China umbrella, the
PRD can anticipate many interesting developments in the

years to come.
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2. Fujian Province

OCATED ON THE Mainland side of the Taiwan

Strait, Fujian represents one of Chinas most developed
economies. The province is a major destination for Taiwan-
ese and Hong Kong investment and its economic future will
likely remain linked to that of Taiwan’s. It similarly stands to
gain the most from a continuing improvement of cross-Strait
relations.

In 2009, provincial GDP reached 1.2 trillion yuan, hav-
ing grown 13 percent year-on-year, while per capita GDP was
reported as 33,051 yuan. Total retail sales of consumer goods
in the province reached 448.1 billion yuan in the same period.

Meanwhile, gross industrial production value was reported
as 1.68 trillion yuan. Historically, Fujian’s key industries have
been agriculture, footwear and clothing but in recent years
there has been increasing development in high-technology
and electronic goods.

Top global companies in the province include Dell, East-
man Kodak, and Boeing. It is home to the PR.C.s largest
iron ore reserves and is among the nation’s largest producers of
sugar cane, peanuts, and oranges. Currently, major pillar in-
dustries are electronics and information, machine equipment,
and petrochemicals. Other industries include aquaculture,
building materials, construction, electronics, fishing, machin-
ery, petrochemicals and textiles.

2009 export value reached $53.3 billion while imports
amounted to $26.3 billion.

Fixed asset investment grew that year, reaching 623.1 bil-
lion yuan, and there were 23,609 foreign-invested enterprises
operational with a combined registered capital of $653 mil-
lion in the same period.
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3. Guangdong Province

Ai CHINA’S MOST popular FDI destination, Guang-
ong is home to nearly a quarter of the Mainland’s for-
eign-invested enterprises. These account for more than half
of Guangdong’s exports and total industrial output. In 2009,
exports reached US$358.9 billion. Guangdong similarly ac-
counts for more than one-third of the PR.C.’s total foreign
trade and earns the highest GDP in the nation—in 2009
amounting to 3.945 trillion yuan, having grown by 9.7 per-
cent year-on-year. The provincial gross industrial production
value was reported as 6.82 trillion yuan. Per capita GDP is
also high among other cities and provinces, reaching 40,748
yuan, while total retail sales that year reached 1.29 trillion
yuan.

The province has been successful in building a strong,
export-based light manufacturing industry. Its nine key in-
dustries are textiles and garments, food and beverages, con-
struction materials, electronics and information technology,
electric appliances and machinery, petrochemical, forestry
and papermaking, pharmaceuticals and automobiles.

Electronic communications, transportation equipment
manufacturing, and electrical machinery manufacturing are
expected to become the main driving force for the province’s
industrial growth in the future. Meanwhile, the 90,139 for-
eign-invested enterprises in the province do and will play an
important role.

Foreign investment in the province is usually concentrated
in manufacturing industries, including computers and com-
puter accessories, biological products, mechanical and elec-
trical products, refined chemicals, hardware and traditional
industries such as toys and garments.

Being a manufacturing base, Guangdong imports a large
number of capital and intermediate goods including raw ma-
terials, parts and components, electronics, machinery, and
equipment.

More than 200 countries and regions have trade ties with
the province, with over 100 countries and regions investing as
well. One notable example is Maersk, whose largest global of-
fice is in Guangdong, while others like Suzuki and Intel have
moved parts of sensitive departments such as R&D to the
province. Major investors in the province are Taiwan, Japan,
South Korea, Singapore and the United States. Unlike less-
developed areas of the PR.C., private enterprises are the main
drivers of the economy.

Provincial and municipal governments speak of Guang-
zhou’s future as being a regional financial and logistics hub,
an international business destination and a regional shopping

center. As such, government(s) are encouraging the develop-

ment of the wholesale, retail, logistics, finance, convention
and exhibitions and business services sectors.

The province also enjoys a wealth of talented and skilled
employees, in addition to 30 million migrant workers. It is
home to 71 colleges and universities, 37 adult higher educa-
tion junior schools and 181 provincial-level engineering re-

search centers.

Economic effects of the 2010 Asian Games

Between November 12 and 27 2010, Guangzhou hosted
the “Asian Games”, the highest-level social event hosted by
the city in the 60-odd years of the PR.C.s existence. At the
time, there were predictions that the event would result in
Guangzhou’s GDP growing by 800 billion yuan that year;
Guangzhou Mayor Wan Qianliang contemporaneously re-
ported that the total cost to the city was approximately 122.6
billion yuan.

In the aftermath of the competition, government offi-
cials conveyed their belief that the Asian Games significantly
boosted tourism, food and beverage (F&B) business and retail
sales in the whole region—reported statistics indicated that
visitors to Guangzhou and neighboring cities increased 10
times that November from a year previous, and that invest-
ment in F&B businesses during the third quarter of 2010 in-
creased by 35 percent.

The infrastructure development leading up to the Asian
Games also introduced added convenience and capacity for
public transportation, including the completion of ten sub-
way lines over the preceeding six years. In one case, the open-
ing of a 40-minute direct subway line from Guangzhou to
satellite city Foshan led to a 12 percent increase in property
prices in the smaller city.

Environmental conditions also improved as a result of a
six-year initiative including 581 pollution cleanup projects
and the cleaning of 388.5 kilometers of regional rivers; pre-
sumably, this initiative also included the closure of many of
the city’s most-polluting factories.
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4. Guangxi Zhuang Autonomous Region

HE GUANGXI ZHUANG Autonomous Region has

the geographic advantage of close relations with other
Southeast Asian countries. It borders Vietnam to the west and
is connected to Hong Kong and Macau by the Xi River. It is
the country’s only area in the west with open seaport facilities.
The government has placed emphasis on the importance of
the province and its development in the coming years; simi-
larly, the province will be key in future Sino-ASEAN coopera-
tion.

In 2009, exports amounted to $8.38 billion while imports
reached $5.88 billion. Major industries in Guangxi include
sugar processing, metallurgy, chemicals, engineering, elec-
tronics, pharmaceuticals and cement production. Total indus-
trial production value reached 688 billion yuan for the year.

Guangxi is the leading producer of sugar in the PR.C.,
producing more than 200 million tons annually.

The region’s light industry produces textiles, paper, flour,
silk, leather, matches, pharmaceuticals, sandarac gum, sugar,
dyestuffs, oils and fats. Pine resin is a particularly export-ori-
ented commodity and comes from Wuzhou. Heavy industries
include the iron-, cement- and steelworks in Liuzhou as well
as machinery production in Nanning and Wuzhou. Pinyang
alone produces ceramics, fans, felt caps, copperware, combs,
brushes and straw bonnets.

As noted above, agriculture continues to be a key industry
in the region. Major grain crops include rice, maize, wheat
and sweet potatoes. Leading commercial crops include pea-
nuts, sesame, ramie, tobacco, tea, cotton, and indigo.

Guangxi is also a major producer of fruits; most nota-
bly pomelos, tangerines, mandarin oranges, lemons, lychee,
pears, papayas, bananas and pineapples.

The region’s timber industry produces sandalwood and
cork, and fishing is another important local industry.

Efforts have been made by local government to increase
both foreign- and domestic investment in the region. Global
companies like Toyota, General Motors, NEC and IBM have
all made investments in Guangxi.

On the coast, Beihai is also rapidly developing as a tourist
resort and seaport as well as a center for energy, petrochemical

and metal processing in the region.
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5. Hainan Province

OMMONLY KNOWN AS the “Hawaii of China,” Hain-

an consists of several islands, the largest of which is called
Hainan Island or Qiong’ai. It is the second largest island in China
and is a popular holiday destination. Once a place of exile for
disgraced officials, it is now the home of the Li minority as well
as other ethnic groups who still practice their folk customs and
unique living habits.

In 2009, Hainan GDP was reported as 164.7 billion. Fixed
asset investment in the island reached 98.8 billion.

During the same period, per capita disposable income was
13,750 with retail sales growing by 24.9 percent to reach 46.3 bil-
lion.

Aside from tourism, major industries are primarily agricultural;
natural rubber, coffee, tropical flowers and tropical fruits such as
coconuts, watermelons and bananas are all major crops. The island
is also a major salt production center.

Hainan is furthermore home to 70 percent of China’s titanium
reserves and is an infrastructure base for oil and gas operations in
the South China Sea.

Exports for 2009 amounted to $1.3 billion while imports came
in at $3.58 billion. Main exports included aquatic products, fur-
niture and wood, electrical and electronic products, iron and steel.

Hainan Island holds 42.5 percent of the nation’s total tropical
landmass used for agriculture, forestry, animal husbandry and fish-
ery. Due to the island’s excellent tropical weather, plants are able to
yield two or three crops annually.

The island has seven major categories of agricultural usage:
farming, rubber planting, growing tropical crops, forestation, live-
stock breeding, aquaculture, and tobacco. Currenty, 3.152 mil-
lion hectares of land have been cultivated, with 260,000 hectares
remaining unmolested.

At the end of 2009, there were 4,531 registered foreign-invest-
ed enterprises in Hainan. Investment from the private sector is
significant on the island and is usually involved in the wholesale
and retail trades, agriculture, forestry, animal husbandry, fisheries,
manufacturing, real estate and construction.

'The province is also one of the PR.C.’s most oil-rich areas. Off-
shore reserves in the Beijingwan, Yinggehai, Qiongdongnan, Zhu-
jiangkou, and other basins are estimated to account for a total of
5.8 trillion cubic meters of natural gas and 29.1 billion tons of oil.

Since 1996, Hainan has been supplying Hong Kong with 2.9
billion cubic meters of natural gas annually through a 770-kilo-
meter pipeline.

Hainan is also the only place in the country that allows foreign
tourists to visit without needing a visa as long as they go as part of
a tour group organized through China National Tourism Agency-

approved international agencies.
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6. Hong Kong Special Administrative Region

SITUATED AT THE southeastern tip of China, Hong
Kong is positioned at the center of East Asia. It is one of
the world’s most dynamic regions and is a key pillar in today’s
global economy. Since it returned to the Chinese Mainland
in 1997, Hong Kong has been a model for the success of the
“One Country, Two Systems” policy. Hong Kong enjoys the
benefits of a comprehensive public transportation system,
good communications infrastructure and high quality accom-
modation and entertainment facilities.

The territory has experienced strong and broad-based eco-
nomic growth in the past decade, although in 2009, Hong
Kong’s GDP contracted by 2.6 percent to $210.7 billion,
compared to the previous year’s growth of 2.4 percent (per-
haps a result of the global economic slowdown and various
banking issues around the world). Per capita GDP was re-
ported as $29,826. During the same period, inflation came
in at an estimated 4 percent while unemployment fell to 4.3
percent.

Major economic sectors of Hong Kong include: trade and
logistics, tourism, financial services, professional services and
other producer services. Mainland China is Hong Kong’s larg-
est trading partner and is the largest source of external direct
investment in Hong Kong, accounting for $27.6 billion of the
total. Its relationship covers a wide range of activities ranging
from traditional areas such as import/export, wholesale and
retail, banking and transport and warehousing, to newer areas
such as real estate, hotels, financial services, manufacturing
and infrastructure development.

In 2009, total exports amounted to $317 billion in value,
while imports were valued at $346 billion.

It is estimated that there are over 1,252 regional headquar-
ters of multinational enterprises in Hong Kong.

An estimated 17 percent of the Mainland’s foreign trade
was handled through Hong Kong. According to Chinese cus-
toms statistics, Hong Kong is the country’s third largest trad-
ing partner after Japan and the United States, accounting for
eight percent of total trade.

As of January 2010, there were seven banks and six repre-
sentative offices from the Mainland operating in Hong Kong,
including the Bank of China, the Industrial and Commercial
Bank of China, the Agricultural Bank of China and China
Construction Bank.

There are also many advantages for foreign enterprises
considering investment in Hong Kong. In contrast to the
Mainland, Hong Kong advocates and practices free trade, of-
fering a liberal investment regime, the absence of trade barri-

ers, low taxation and no discrimination against overseas in-

vestors. Hong Kong’s savvy global business environment has
paired well with the PRD’s competitive manufacturing base.
It also has a dependable legal system with an independent
judiciary making it one of the world’s freest and most service-
oriented economies. Hong Kong has consecutively ranked
as the world’s freest economy by 7he Wall Street Journal and
Heritage Foundation for the past 16 years. It has the world’s
seventh largest foreign exchange reserves and is the second-

largest recipient of FDI in Asia.
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7. Macau Special Administrative Region

ACAU IS AN excellent base from which to exploit

huge Asian markets. It has an ideal location that enjoys
close connections not only with Mainland China, but also
Hong Kong, Taiwan and Southeast Asian countries. Investors
can easily collect information and find business partners in
the region. Macau’s quiet and comfortable living environment
also makes it attractive to foreign professionals.

Macau is a free port with an independent tax zone. It con-
tinues to be one of the top gambling and tourist destinations
in the world. In 2009, Macau reported gross gambling rev-
enue of $13.73 billion, an increase of 32 percent from last
year’s figures. GDP for the year was $21 billion with per cap-
ita GDP reaching $39,800.

In 2009, 21.7 million visitors arrived in Macau, a decline
of 5.1 percent compared to 2008. Visitor spending (not in-
cluding gaming expenses), however, grew by 4.3 percent.
Growth areas include finance, insurance, construction, real
estate and manufacturing. Macau exports textiles, garments,
toys, electronics and footwear.

The city’s top trade partners are Mainland China, Hong
Kong, Japan, the E.U., Taiwan and the United States. Accord-
ing to the government’s Statistics and Census Service, total
export value in 2009 fell by 52 percent to $0.95 billion while
imports fell by 14.2 percent to US$4.6 billion for a total trade
deficit of $3.65 billion.

It has been observed that due to Macau’s increasing opera-
tional costs it is no longer suited for labor-intensive industries
and as such textile and garment exports are likely to shrink
further in years to come.

Macau’s gambling industry accounts for an estimated 40
percent of its GDP. For 39 years the industry was controlled
by the Sociedade de Turismo e Diversoes de Macau monop-
oly, but beginning in 2001 casino licenses were granted to
other operators.

Gambling in Macau has changed dramatically since the
days when the Sands Macao Casino opened in May 2004.
Now, major international casino operators like Wynn Resorts
Ltd. and MGM Mirage Inc. have come to the island to build
huge casinos and stake claims in the region. Accordingly, the
huge casino industry has helped to develop the tourism in-
dustry as well, which now contributes roughly 25 percent of
the region’s GDP.

Macau is also taking a page from Las Vegas and turning
to the lucrative trade show circuit as yet another way to boost
profits. Having surpassed Las Vegas in gambling revenue in
2006, the city is looking to broaden its economic base by

keeping tourists in town for longer periods of time. While ca-

sino earnings constitute nearly all of Macau’s earnings, in Las
Vegas they make up only about 40 percent of tourist-related
revenue, suggesting that tourists in Macau tend to stay for
only a day or two, gambling and leaving. The city is hop-
ing to change that by cashing in on the lucrative convention
trade with new exhibition centers and significant growth in
the number of hotel rooms available.

The first exhibition to take advantage of the new space was
Mega Macao, the first-ever trade exhibition of its kind in the
SAR. Running between the two phases of the Canton Fair in
Guangzhou, the event was held in the Venetian Convention
and Exhibition Center (part of the Venetian Macau mega re-
sort complex and featuring 100,000 square meters of confer-
ence and exhibition space, 70,000 square meters of which is
dedicated to exhibitions and can accommodate up to 5,000
booths at a time).

Macau offers many advantages to the foreign investor.
In June 2006, Macau signed the milestone “Pan-Pearl River
Delta Co-operation Framework Agreement” with nine prov-
inces in the mainland including Guangdong, Guangxi and
Fujian, in addition to Hong Kong, to create further economic
cooperation.

The territory benefits from its free port status, ideal loca-
tion, excellent telecommunication and financial systems and
competitive workforce. In addition, companies investing in
the territory are qualified for many tax exemptions.

Somewhat like Hong Kong, Macau can serve as an in-
termediary step for enterprises looking to gain access to the
Mainland market. Macau’s government is committed to im-
proving its legal framework and developing its offshore busi-
nesses; currently, offshore benefits include exemptions from

income and industrial taxes as well as stamp duties.
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SOUTH CHINA

The American Chamber of Commerce in South China (AmCham
South China) is a non-partisan, non-profit business organization,
certified in 1995 by the U.S. Chamber of Commerce in Washington
D.C. AmCham South China represents more than 1,800 American

and International companies doing business in South China.
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