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Preface

Thirty years of economic reforms and opening up has transformed China into a land of opportunity. Dismantling the stale system of the past, the government has created a stable economic environment in which entrepreneurs with drive and talent can realize their dreams.

Stories of their success are a reflection of the economic progress this country has made in that epic march down the road of reforms. We are therefore proud to have featured a series, “Up Close,” with profiles of some of the top businesspeople in Business Weekly, which is published by and distributed with China Daily every Monday. This book is a compilation of Business Weekly’s “Up Close” pieces commemorating the 30th anniversary of economic reforms.

The reforms have released the energy and daring of thousands of entrepreneurs across the country. Many of them have taken considerable financial and, sometimes, personal risks to achieve their goals. For many of them, the initial desire to enrich themselves and their immediate families has, over time, transcended into a mission to establish in China world-class enterprises that can enrich the country and lift the living standards of its people.

These are the people who have made the “Made in China” label a symbol of quality goods at competitive prices in global markets. Some of the international brands created by Chinese entrepreneurs today are highly valued by consumers and investors around the world.

International respect for Chinese entrepreneurs is reflected in the high prices global investors are willing to pay for the new shares issued by mainland enterprises in the capital markets of New York, London and Hong Kong. Indeed, Chinese entrepreneurs are now widely regarded as players of consequence in the global financial arena. As potential clients, they are courted by international investment bankers and other financial service providers.

Here at home, Chinese entrepreneurs have either directly, or indirectly, contributed significantly to economic growth through exports, investments and the creation of millions of new jobs. They have helped transformed small market towns, such as Foshan in Guangdong Province and Wenzhou in Zhejiang Province, into industrial centers that produce a wide range of products from miniature MP3 players to giant refrigerators.

In sprawling metropolises like Shanghai and Shenzhen, achievements and aspirations of Chinese entrepreneurs are evident in the form of gleaming skyscrapers. There, they have created a high-value-added service industry that rivals the best in the world in technological innovation and eficiency.

Behind the success of the Chinese entrepreneurs is the support of the central and various provincial governments. Old restrictions that prohibited business development have been progressively dismantled and new rules conducive to fair competition and orderly markets have been introduced. The rights of entrepreneurs are being fully recognized and adequately protected by the law.

Many local governments, notably that of Shanghai, have cut bureaucratic red tape to ensure effective and timely handling of issues that affect private businesses. What’s more, the authorities in many provinces and cities have either reduced or eliminated scores of charges and fees not only to lessen the financial burden of businesses, but, more importantly, to lighten the clerical work and minimize the chances of inadvertent offence.

Of course, in business as in many other human endeavors, it is the people who matter.

So in this book you can meet luminaries such as Zhang Yin, chairwoman of Nine Dragons Paper (Holdings) Co., China’s largest packaging manufacturer, or Lu Guanqiu, who turned a farm machinery workshop four decades ago into China’s largest auto parts manufacturer with 40 billion yuan in sales in 2007.

You may want to listen to Song Zhenghuan tell how he made the switch from a math teacher 18 years ago to become founder of a company that today supplies one in three baby strollers sold in the United States. Or Lei Jufang, an award-winning scientist who rediscovered ancient Tibetan medicine and turned it into marketable products sold in most pharmacies around the country.

These and many more portrayed in this book are magnificent entrepreneurs who grabbed the opportunities presented by the economic reforms to change their own lives as well those around them. In the process, they have amassed sizeable personal fortunes, true, but as many of them have said, making money was only a small part of their motivation. What mattered more was realizing a common dream of enterprise building.

Zhu Ling
Editor-in-chief
China Daily




Cao Dewang
Window to the World
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Sixty-two-year-old Cao Dewang (Cao Tok-wong), chairman of the Fuyao Glass Industry Group Co., Ltd., founded Fuyao 21 years ago with a couple of partners in 1987 and made his first fortune by producing auto glass.

In 2007 Fuyao increased its income by a startling 31 percent, reaching 5.165 billion yuan (USD $795 million), while profit jumped 46 percent to 980 million yuan (USD $150 million). Now Fuyao is one of the top glass suppliers for all eight world-wide carmakers, while becoming an original equipment manufacturer (OEM) for Toyota, the world’s largest carmaker.

Cao Tok-wong traveled to Canada in the early 1990s, taking auto glass samples with him. He wanted to gain a foothold in the vehicle glass replacement sector.

Cao was lucky. He found a customer for his company, Fuyao Glass Industry Group Co., Ltd. But quality problems cost him $600,000—almost all its profits in a year.

Undeterred, Cao pressed on with his goal of breaking into the overseas market. In March 2007, he inked a contract to supply the luxury carmaker Bentley.

Overseas markets contributed almost 28 percent of Fuyao’s 5.17 billion yuan (USD $795 million) in sales in 2007. The company, based in Fuqing, Fujian Province, has become the fifth-largest maker of vehicle glass in the world.

But Fuyao has bigger plans. “We want to reverse the proportion of our domestic sales versus exports,” says 62-year-old Cao, who founded Fuyao 20 years ago with a couple of partners.

Over 60 million cars are sold worldwide each year. In China, seven million cars are sold annually, although it is the second-largest market after the United States and grows by almost 30 percent a year.

Cao says it was a logical progression for Fuyao, which holds 60 percent of the auto glass market in China, to look overseas.

In June 2006, Fuyao became an original equipment manufacturer (OEM) for General Motors, the world’s largest carmaker. Fuyao is also on a short list of glass suppliers for all top eight carmakers, along with Saint-Gobain in France and PPG in the United States.

Now the Bentley deal is set to raise the international profile of the Shanghai-listed Chinese firm.

“The Bentley contract isn’t big, but it means we’re up there with the best auto glass makers now,” says Cao, adding it will start supplying Bentley beginning in 2008.
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Fuyao’s auto glass business rose 29 percent year-to-year in the first quarter of 2007. But its OEM exports doubled from the same period in 2006, which already doubled in the whole year of 2006.

Fuyao holds around three percent of the global auto glass market. Its position in the US is better, but the global shipment volume is low, according to Qian Xiaoyu, an analyst with United Securities. Qian says the firm has huge potential.

But it hasn’t been easy for Fuyao to build its export business.

PPG and two other auto glass companies asked the US government in 2001 to begin an anti-dumping investigation against Chinese producers, which were hit with heavy anti-dumping duties.

After a three-year battle, Fuyao successfully proved it had been trading fairly and got a close-to-zero tariff in the US market.

Now, the appreciation of the renminbi (the Chinese dollar) has become the biggest challenge for the largest Chinese auto glass producer.

The renminbi has climbed eight percent against the greenback since mid-2005, and every percentage point of appreciation means a rise in labor costs for Fuyao of about three percent, as well as increases in logistics, oil and raw material costs.

Many Chinese firms have opened factories in North America, Europe or Southeast Asia to fend off the impact of trade disputes and to find lower-cost manufacturing sites. Cao says this is a logical step, as China is short of resources.

But he says Fuyao is currently only focusing on domestic manufacturing and has no intention of buying or building overseas plants.

“Vehicles and glass were both invented by foreigners, so if they can run a good business in their home market, why would they come to China?” says Cao. “Globalization is the trend, but we must think it through.”

But the company is not averse to bringing foreign investors in.

In November 2006, Fuyao signed an agreement with Goldman Sachs to issue 111 million new shares. It expected to raise 890 million yuan (USD $137 million) from the stock sale.

Fuyao, controlled by Cao and his family, plans to use the bulk of the proceeds from the sale to repay bank loans. In 2006, the company had a debt ratio of 65 percent, because it spent 1.14 billion yuan (USD $215 million) on expansion. Such a debt ratio is quite usual, but internationally, it is very high and means financial dangers.

Cao says the company has sought advice from Goldman Sachs on how to invest overseas and boost its US business.

But the company’s amicable dealings with the US investment bank are a far cry from its encounter with French auto glass producer Saint-Gobain.

Fuyao and Saint-Gobain formed a joint venture in 1996, with the French firm taking a 51 percent stake for $15.3 million.

As chairman of the venture, Cao earned two million yuan (USD $307,000) a year—a huge salary at the time. But it soon became clear that the French company wanted to use Fuyao as a manufacturing base rather than helping the company to crack the global market.

The French firm also had some localization problems and the discord between foreign and domestic shareholders brought the company into heavy losses.

Cao bought the stake back three years later for $30 million.

“We don’t want to bring in our international colleagues as strategic investors. A financial investor like Goldman Sachs is a good choice for us,” says Cao.

Clear Vision

In 1949, three years after Cao Tok-wong was born, his father decided to close his business in Shanghai and move back to Gaoshan Town, their hometown in Fuqing, Fujian Province in southern China, to escape warfare in the Yangtze River region.

In transit, the family lost all their possessions. Their affluent middle-class lifestyle was all but a memory and they fell into poverty.

So poor were they that sending all five children to school was a challenge. Cao was only able to attend school when he turned nine, but he was forced to quit seven years later.

As a well-off businessman, years later, he donated tens of millions of yuan to build schools and support poor students.

“I know how agonizing it can be to yearn for education, so when I hear about children unable to finish school because of financial problems, I try to help,” says Cao.
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Lifelong learning and struggle have helped to shape the entrepreneur.

After he left school, Cao helped his father by selling tobacco.

At the time, in the late 1950s, the country was in the grip of dire poverty and was enthusiastically building communism. Private trade was illegal and dangerous, but Cao and his family had no choice.

In the mid-1960s, Cao began selling fruit. He got up at 3 a.m. every morning, riding his bicycle for three hours to Fuqing City to buy fruit, which he then spent another three hours cycling back to his town to sell.

“There was hardship, and I know at some stage everyone needs someone else’s help. But you can’t rely on others. You are responsible for your own life, not other people,” says Cao.

Cao saved 60,000 yuan (USD $9,200) over ten years of trade. At that time, his nest egg was equivalent to an ordinary government employee’s salary over a 100-year period.

Turning Point

The self-reliance and experience he gained as a fruit seller was to set him up for the opportunity that presented itself in 1976.

That year, Gaoshan Town opened a glass factory, and 30-year-old Cao landed a sales job there.

Despite his lack of education, Cao learned from his colleagues and from books about glass production and industry standards.

But low efficiency and tight regulation under a planned economy meant the state-owned company failed to turn a profit. It was a common story.

In 1983, Cao took over the management license of the loss-making factory from the local government. It was a bold move at the time, as nobody knew what direction China’s reform would go in or if private ownership would be guaranteed in the future.

[image: ]

His business acumen and capacity to learn didn’t let him down. The factory made over 200,000 yuan (USD $31,000) that year.

After a while, the factory was no longer challenging to Cao. He set up Fuyao in 1987 with several partners.

He decided to take the new company in a different direction: auto glass. Many people thought Cao was out of his mind. As large government agencies and state-owned companies were almost the only car buyers in China at the time, the auto glass sector was considered hi-tech work with a small market.

But Cao had his own theory. China began to allow large numbers of car imports in 1985. Imported car glass dominated the local market, costing just a few hundred yuan but being sold at 5,000 yuan (USD $760). Cao bought old designs from a glass producer in Shanghai, developing its own equipment based on the designs.

Fuyao’s products were in demand. Good quality and sales expertise won the company a large slice of the Chinese market. Fuyao floated on the Shanghai Stock Exchange in 1993.
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And with Fuyao holding a majority share of the local market, Cao began searching for new opportunities. He was drawn overseas, lured by higher profitability and a much larger market.

But breaking into the US and European markets wasn’t easy.

Fuyao set up a joint venture with French auto glass maker Saint-Gobain in 1996, hoping to benefit from its technology, international network and brand.

The two companies had different ideas about Fuyao’s future and the partnership crumbled, with Saint-Gobain withdrawing from the venture.

Cao says Fuyao has learned from the experience and has since made a breakthrough in the US market through working with local partners, rather than relying on his own network. It now gets 30 percent of its sales from overseas and is the fifth-largest auto glass producer in the world.

Fuyao’s Future

A major task for Cao since 2000 has been building the next management team for Fuyao.

Despite his success and fortune, Cao says being a chief executive officer is a terrible job and he doesn’t want his son to follow his past.

“Being a CEO isn’t a human job at all,” he says.

Many people in China still regard being private business owners as a low-class job and treat them with suspicion.

And the corporate governance of family businesses can be viewed negatively, as the controlling family can take the company in any direction it wants.

“A company is not bad just because it’s a family business, but because the governance is bad, be it a family company or a state-owned company,” says Cao.

Cao didn’t take a day off in his first ten years of business after he got the factory job in 1976. In 2007 he took five days off over the Labor Day Golden Week—the longest vacation he had ever taken.

Over the past six years, Cao has twice tried to find an external CEO for his company. But both ended up resigning, failing to build their leadership in the company and grasp industry trends. Cao had to bring back his son in 2006 as general manager.

But he says his current role as chairman is necessary for his employees and society. “The company has more than 10,000 workers. They need a successful Fuyao, as do their families, for their livelihood,” he says. “And as long as they need me, I will be here for them.”

By Liu Baijia and Hu Meidong


Chen Zefeng
Trash to Treasure
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Less than forty years old, Chen Zefeng is the founder and president of the Fujian Fengquan Environmental Protection Group Co., Ltd., the largest environmental protection group in China. For him, making a contribution to environmental protection is far more important than making money. Engaged in the study of waste treatment technology and the manufacture of waste incinerator equipment, Chen has made a series of breakthroughs in waste incineration technology and finally found his niche—developing environmentally friendly disposal solutions. Currently, his company is a leader in the environmental protection industry, treating rubbish and waste water. On July 6, 2007, Fengquan became the first Chinese company listed on the main board of the German Stock Market.

One person’s trash might literally be another person’s treasure in the case of Chen Zefeng. To him, rubbish represents a golden business and environmental opportunity.

Chen is the founder and president of the Fujian Fengquan Environmental Protection Group Co., Ltd. His company is a leader in the environmental protection industry, treating rubbish and waste water.

When he first set up the company 11 years ago, Chen went to other countries to find out about the latest technology and products in the field.

“Now, I host guests from developed countries like Germany and Japan almost every month, showing them our locally developed, world-class waste disposal technology,” says Chen.

Fengquan recently finished work on its third generation twin-loop pyrogenation treatment waste incinerator.
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The Zhejiang Zhuji Fengquan Waste Disposal Center.

A Young Pioneer

“Over time, as people’s lives have improved, the earth’s resources have been gradually exhausted and the environment has deteriorated,” says Chen. “There’s an urgent need to improve and protect the environment. The problem of waste is a key issue.”

Chen was born in 1969 in Quanzhou, 154 kilometers south of Fuzhou, the capital of East China’s Fujian Province.

“When I was growing up, I was always the leader of my group of friends in the village,” says Chen. “I loved reading and was good at literature. But when I discovered physics in high school, it changed my life.”

Chen recalls the moment when he first realized the scale of the universe. “I was shocked. I realized that you have to make your brief life splendid or at least meaningful,” says Chen.

But he wasn’t sure which direction to go in. “I fell ill and missed the university entrance exam.”

He borrowed 2,000 yuan (USD $300) from his father and 300 yuan (USD $40) from his mother as a start-up fund to set up a small workshop maintaining agricultural machinery and repairing vehicles.

Over two years, the six-person workshop earned almost 100,000 yuan (USD $15,000), beating all its rivals in town.

“But after a while, I felt I wanted more. At 21, I found a job selling agricultural equipment. I went to nearly all the provinces in China except Northeast China’s Heilongjiang Province, Northwest China’s Qinghai Province, and Southwest China’s Tibet Autonomous Region,” says Chen.

Soon after, he set up his own business trading local products such as tea and mushrooms. At 25, Chen was an entrepreneur with assets of more than ten million yuan (USD $1.5 million).

“I was invited to cut ribbons at opening ceremonies and people referred to me as ‘Old Chen’ when I was 25,” he smiles.

But once again he felt dissatisfied with his career. “I wanted to do something meaningful, something that would benefit the society.”

New Direction

In 1996, at the age of 27, Chen plunged all his assets into setting up a new company, Fengquan, in Fuzhou.

“As more and more industrial waste was produced, I discovered foreign companies all imported a type of small-scale garbage incinerator to deal with it. I realized I had found my niche,” says Chen.

Chen started buying technology to build waste incinerators from China’s Taiwan Province and Japan.

“This was a business opportunity that really excited me—not just because of its business potential, but also the benefit it could bring to my country.”

Chen began to focus on environmental protection. “When I discovered the industry, I could see that it had huge potential.”

Chen visited Western countries to learn about and source waste disposal technology. He recruited industry experts and academics to research and develop new technology in the field.

“At first, Fengquan endured years of debt. As vice-chairman of the Fuzhou Environment Protection Industry Association several years ago, I usually got complaints from my peers that environmental protection might bring social benefit, but it couldn’t turn a profit,” says Chen. “I told them then that with persistence, we would win.”

And after 11 years of effort, Chen is still convinced that he’s onto a winner. “Even if I don’t make money, at least I won’t lose my contribution to the environment and society.”

SARS Order

When SARS hit Beijing in April 2003, the government turned to Fengquan with an urgent order of five medical waste incinerators.

Chen and his staff worked for 24 hours non-stop to get the incinerators out, cutting the manufacture period from ten to three days.

“Then over 20 of us from Fengquan went to Beijing to install and test the incinerators, at a time when everyone was trying to leave. People said I was crazy,” says Chen.

Fengquan recently made a breakthrough in the control of dioxin emissions from burning waste. And it has been researching eight new solutions for waste disposal that will fit within national regulations and conditions.

“These solutions have been used in several countries and more than 30 Chinese cities, all with excellent results,” says Chen.

Chen is also planning to list Fengquan overseas. “Goldman Sachs will arrange the deal,” Chen says. “We plan to invest 167 million yuan (USD $25 million) in a Fengquan environmental protection technology park, which will have an annual production value of 500 million yuan (USD $77 million),” says Chen. “I’m quite confident that the waste disposal business will help Fengquan to achieve total assets of ten billion yuan (USD $1.5 billion) by 2016.”
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A model of a medical waste disposal system on display at Fengquan’s Technology Exhibition Hall.

Burning Issue

The world’s biggest waste-producing country is no longer the United States, but China. The country produces more than a quarter of the world’s total output of waste. And figuring out what to do with it has become a burning issue.

China’s 668 cities produce 150 million tons of waste every year, and that figure increases eight percent annually.

Before hi-tech incinerators came along, waste was buried underground, where it polluted the surrounding area. Now, it’s being dealt with in more innovative ways.

The country’s first integrated waste burning and electricity generation facility was set up in 1985, when the Shenzhen government imported a set of waste incinerators from Japanese company Mitsubishi.

But two decades on, the majority of the nation’s waste is still disposed of underground or through high-temperature composting. Two-thirds of China’s cities are encircled by rubbish.

“If China doesn’t embrace waste incinerator technology, its cities will be overcome by their garbage,” says Chen Zefeng.
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Chen has traveled to other countries to research waste disposal equipment and technology. He says that in Japan, South Korea, and most countries in the European Union, 70 to 80 percent of waste is disposed of by incinerators.

“Even in Taiwan and Macao of our country, the situation is the same,” says Chen. “This has been the case in Taiwan since 1997 when its administration issued a regulation to move from burying rubbish to burning it. Now around 70 percent of the island’s waste is disposed of by incinerators.”

Japan is leading the way on waste incinerator plants, with almost two-thirds of the world’s total.

Four waste incinerator plants dispose of 1.7 million tons of rubbish every year in Paris, accounting for 90 percent of the city’s total output.

“We have the technology to incinerate our waste here. But the idea of burning garbage using advanced technology has yet to win over the public,” Chen says.

High set-up costs and a lack of environmental awareness are slowing the progress in the field of waste disposal in China, he says.

“Waste disposal can be an environmentally friendly business that can bring both financial profit and environmental benefits.”

Fengquan invested more than 30 million yuan (USD $4.6 million) with the local government to set up the Zhejiang Zhuji Fengquan Waste Disposal Center in East China in November 2005.

The center can dispose of 100 tons of waste and incinerate rubbish produced by 300,000 people in 106 villages of the town of Lipu in Zhuji, Zhejiang Province.

“By burning one ton of garbage, the center can produce eight tons of hot water. It can earn 1,800 yuan (USD $276) every day by selling 100 tons of hot water at 18 yuan per ton. The hot water it sells is only 20 percent of the total it can produce,” Chen says.
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Bricks made from the waste.

The by-products from waste after 32 hours in an incinerator has the same consistency as finished cement, says Chen. “It is ideal as a raw material for construction products like bricks. This is also profitable for the center.”

“At temperatures as high as 850 to 1,100 degrees centigrade, poisonous dioxins can be broken down sufficiently. As the incinerator loses heat, its cooling and cleaning system removes poisonous gases by adding calcium hydroxide and active carbon so that it has zero emissions,” Chen says.

It costs about ten US dollars to burn one ton of waste using the vertical cyclone pyrogenation incinerator technology—the same as it costs to bury it.

By Li Fangfang
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Q: What’s your advice to young entrepreneurs?

A: Opportunity always belongs to those who like to take risk.



Q: What’s your goal in life?

A: To make my life splendid and meaningful.



Q: What would you do if you didn’t have Fengquan?

A: Without a doubt, I’d be a writer.



Q: What’s your most striking characteristic?

A: Simplicity. I never wear luxury items. The same goes for my wife, my son and my daughter. They have never ventured out of Fujian Province. My mother, who still lives in my hometown Quanzhou, takes the bus when she visits us.



Q: Who’s your role model?

A: My uncle, who was my teacher in junior high school.



Q: Do you have any hobbies?

A: Reading.



Q: What’s your favorite book?

A: I read a variety of books to build my knowledge. But I don’t have enough time to read as many as I’d like. At the moment I’m reading books on management.



Q: How often do you take holidays?

A: I have no holidays. If I don’t have to work for some reason, I stay at home to spend time with my wife and children.



By Li Fangfang




Chen Zemin
Ice Cold, Red Hot
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Sixty-four-year-old Chen Zemin is the chairman of Zhengzhou Sanquan Co., Ltd., a major fast-frozen food producer. It is said that of every ten fast frozen dumplings in the country, five bear the Sanquan name.

The company now holds nearly one-fifth of the fast frozen food market in China, making over 3,500 tons of sweet dumplings a day. Its revenue in 2007 reached 1.25 billion yuan (USD $192 million).
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Watching the steps carefully as he climbs the stairs, Chen Zemin has almost no interaction with his peers at a fabulous party for big names in business. It should come as no surprise: Chen has always shied away from the spotlight.

Or maybe he is just used to the quiet life. Before becoming a businessman in his 50s, Chen had spent 30 years as a doctor, examining patients under a surgery lamp.

Unlike his low public profile, commercials from Sanquan products are constantly seen on the country’s major television networks and on screens outside parks and shopping centers in major and second-tier cities.

Doctor to Inventor

For most of his life, Chen has been called doctor, although he is also famous among friends and relatives as Mr. Fix-All and as an amateur cook. In his younger days he often put down his white coat after work and made sweet dumplings, which he would send around the neighborhood as gifts. Besides making sweet dumplings, his hobbies included repairing all kinds of home appliances and cutting other people’s hair.
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Sweet dumpling.

But in the late 1980s, cooking became more than a hobby. China’s reform policies, which started in the southern coastal cities, had spread to Henan Province, China’s most populated province. People were encouraged to take part-time jobs to earn more money and live better. Many people with the entrepreneurial spirit spotted an opportunity and started to do business. Chen wanted to be one of them.

It was an idea that had been in his mind for years, he recalls. Working as a doctor at a local hospital, he was well respected and earned a decent salary. But “what if my two sons get married, have children, and need to get a house?”

So he quit his job as the head of a local hospital and opened a snack store with 15,000 yuan (USD $2,300) borrowed from a neighbor who sold fruit. Chen began by making ice cream.

His business later expanded to fast frozen food after he invented a new way to store sweet dumplings, a popular festival food in southern China, which can go bad easily. Chen found that with a special freezing method, the food could be transported and preserved.

He named his product Sanquan, which in Chinese is short for the Third Plenary Session of the 11th Central Committee of the Communist Party of China, to express his gratitude for the reform and opening up. The Plenary Session in 1978 officially launched the reform and opening up policy which created China’s economic miracles of today.

Marketing Campaigns

Sanquan’s commercials often feature a middle-aged lady cooking for the family in a warm atmosphere. But Chen’s early ads often took place in a cold winter setting because the best season for selling the food is the Lantern Festival, the 15th day of the first lunar month usually in February or March, when people, especially in southern China, traditionally celebrate by eating sweet dumplings.

After his company earned a strong reputation among local people in Henan, he shipped the sweet dumplings to Beijing to expand to a larger market. He introduced his products to shopping centers and supermarkets in the capital. To explain to the northern Chinese who are not familiar with sweet dumplings, he often used table tennis for a visual comparison.

He also remembers when he shipped the food to Shenyang, a city in cold northeast China, he carried the product in a car, part of which was converted into a refrigerator and powered by a generator designed by Chen himself. Staying at roadside hotels, Chen would call the local traders one by one, and invite them to taste his product.

[image: ]

The marketing campaign helped bring sweet dumplings to northern China.

Analysts said his invention came at a good time: urbanites had only started to use refrigerators, and cold chain logistics had only started to be used by retailers. If the product had come out earlier, they say, it would not have had such a big market.

Sanquan later expanded from the sweet dumplings to other fast frozen foods, mostly traditional Chinese food such as jiaozi, or Chinese dumplings, and zongzi, or Chinese rice dumplings. Today the company also makes instant rice.
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Jiaozi, or Chinese dumpling.

Competition Ahead

While Chen was concentrating on developing his own brand, his competitors grew quietly. His neighbors, first shocked at seeing the traffic jams of carriages coming throughout the country to purchase Sanquan products, later followed Chen’s lead by starting similar businesses. Over 30 brands started to sell the same products the following year.

Chen was angry at first. He believed these people had infringed on his intellectual properties and he hired lawyers to sue them. But he soon found that there were too many people making the same products. “The law cannot punish the masses,” he says.

On the other hand, the market for fast frozen products was increasing. The Chinese people, rising urbanites especially, were getting too busy to cook. And refrigerators, once taken as a luxury in the houses of the minority elites, had become a common household appliance.

“I could not meet the market demand no matter how much I expanded,” Chen says. After a short period of hesitation, he started to allow people to produce the products and even shared business information with competitors.

Now, the provincial capital Zhengzhou is known as China’s capital of fast-frozen food. The province holds 40 percent of the fast frozen food market in China.

According to Zhang Guangzhi, a Henan agricultural official, there are over 2,800 agricultural product processing enterprises in the Central China province, with an annual capacity of over 30 million tons. And some of them are experiencing rapid growth. Shuanghui, China’s biggest meat and poultry producer, reported a revenue of 15.08 billion yuan (USD $2.3 billion) in the first three quarters of 2007, up 30 percent from 2006. And according to a CCTV report, one out of every 3.5 packs of instant noodles in the country are made in Henan. And 50 percent of all ham sausages are made in the province.

The processing industry also contributes to the province’s urbanization. Sanquan employs over 20,000 people in the factory. According to company chairman Chen Zemin, Sanquan deals with tens of thousands of rural workers if the supply chain is factored in.

The rich labor resources have helped make the company more competitive in the world market. “It is important for its fast frozen companies to employ thousands of workers to make dumplings with their own hands,” Zheng says. “The flavor of machine-made food is not as good, and the cost is higher in other countries.”

While serving the vast consumer market in China, companies like Sanquan are also trying to expand overseas. Sanquan in 2007 exported its instant rice to United Kingdom, and it signed a contract to export over 1,000 tons of rice there.

Chen recently established chain stores around China, serving people Chinese fast food.

Now Chen no longer manages the company’s day-to-day operations and just holds the title of chairman. It is already listed. As for life after retirement: “My task is simply to walk around, look around, and give some suggestions if necessary.”

By Diao Ying
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