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INVESTING IN THE HOTEL BUSINESS CHINA
Katsuyuki Ohbayashi

The purpose of this paper is to examine the feasibility of
building a large American hotel in the People's Republic of China. The
hotel will maintain 800 guest rooms and serve foreign tourists as well
as business travelers. The project is based on the assumption that
the hotel business in China will be very profitable because tourism 1n
China and, to some degree, business trips to China, will be one of the
major sources of the country's revenue in the future. The Chinese
government recognizes the importance of further developing the tourism
industry for such a purpose and has welcomed foreign investment 1n
this sector of the nation's economy. The number of property
development ventures, however, has remained small relative to that of
other projects in areas of transportation, telecommunication,
electronics, machinery, power, oil, food processing, and basic
consumer goods. As of March, 1985, the number of U.S.-China property
development ventures was only three out of a total of 91 projects.
(The National Council for U.S.-China Trade, 1985). This is mainly
because the Chinese government has given top priority to the
establishment of a strong infrastructure for the economy, and this
trend will probably continue for some years to come. After completing
the task of building a sound economic basis, however, China will be
more interested investing on its own and/or attracting more foreign
investment in property development such as condominiums, hotels,

amusement parks and other recreational facilities.

INVESTMENT AREAS IN CHINA

In China, there 1s currently a score of investment areas
especially designed to attract foreign investment. In 1979, China
established three special economic zones or SEZ's in the province of
Guangdong and one in Fujian to encourage investment from abroad. A
variety of incentives were provided, most notably a National Income
Tax on grosé profit of 15%, compared to 30% elsewhere in China for

this type of ventrue. This was followed by simplified registration
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JhPAN IMPORTIFG MORE D.5. BEEFT
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Ik the beglaning, fod cosabted che basvenw apd che mavih, 4&nd op
bre =scbH he put men; s0d cstile. Aod God sedld “thie was good. "
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comparaiive sdveatage o zatele: sou shall ifn¢¥=w*th g e T
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