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Government incentives have

helped Chengdu (left) and

My Chongging attract major
e foreign investment, creating
a colossal consumer market
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and steel. Since 2000, Chongqing has experienced un-
precedented growth — GDP increased more than 300
percent during the period 2000 to 2010, according to
the Chongqing local government, and annual growth
of 16.4 percent last year saw GDP exceed 1 trillion yuan
for the first time.

Chengdu’s statistics are equally impressive. According
to a report by the Chengdu local government, foreign
investment jumped 60 percent in the first 11 months of
2011, while trade volume exceeded US$34.1 billion, up
more than 52 percent over the same period in 2010.

With such a strong investment climate, it’s not surpris-
ing that in 2010 Forbes magazine put Chengdu at the top
of its list of the world’s fastest-growing cities over the
next decade. More than 200 of the world’s 500 largest
multinational companies have already established opera-
tions in and around the Sichuan capital. The city’s pillar
industries include IT, pharmaceuticals, food processing
and machinery manufacture, and the city already sup-
ports a number of high-tech industrial parks.

With Chengdu and Chongqing major beneficiaries,
Beijing launched its ambitious Go West campaign at the
turn of the millennium, aiming to bring China’s vast
western hinterland closer in line with the country’s more
developed and prosperous eastern seaboard. Twelve years
on and there’s still plenty of work to be done. Hampered
by its remoteness and lack of infrastructure, much of
Western China remains desperately poor. Accounting
for roughly 70 percent of the country’s territory, it is
home to about 30 percent of the population but is es-
timated to contribute only about 20 percent of China’s
economic output.

As a key component of China’s 12th Five Year Plan
(2011-15), Beijing is now looking to build on the first Go

/ Investment has allowed
/ Chongging to modernise
and support all sorts of
infrastructure projects
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West campaign, embarking on an intensified second
stage that many have dubbed “Go West 2.0”. By ramping
up industrial and economic development, the Chinese
government aims to keep regional GDP and personal-
income growth well above the national average. Rising
standards of living and per-capita incomes will generate
markets for high-quality goods and foreign imports.

“Go West 2.0 is largely about encouraging and enabling
firms to reach out to Western Chinese consumers,” says
Chris Devonshire-Ellis, the principal and founding
partner of Dezan Shira & Associates, a China-based
investment consultancy. “Being located in the region
today gives companies access to a huge part of the coun-
try’s consumer market — a market that is becoming
increasingly lucrative.”

While competing for investment business, Chengdu
and Chongqing will need to work together to maximize
the success of Go West 2.0. “The two cities are rivals for
business but there are clear benefits if they have better
coordination and cooperation,” says Jacky Muk, a senior
partner at KPMG Chengdu.

“Dual core” development is emphasized in the newly
announced Chengdu-Chongging Economic Zone (CCEZ),
which will come into effect in 2015. Covering more than
200,000 square kilometers, it will introduce a wide-
ranging package of measures to stimulate economic
development along a corridor between the two cities.

Jiang Jufeng, Governor of Sichuan Province, says
that under the framework of the CCEZ an “industrial
Chengdu” will be built. Efforts will be made to implement
a construction plan for Chengdu’s Tianfu New Area -
an ambitious high-tech industrial and manufacturing
base — and launch a number of other major projects.

Photos. (Previous pages) Getty Images

Photos. Skyscraper/Hong Ya Dong: Getty Images. Cable car: Charles Bowman-Robert Harding - World Imagery/Getty Images

Chongging has arguably
become Southwest China's
most important commercial
and industrial city
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Dragonair flies daily
to Chongging
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The Hong Ya Dong area in
Chongging, withiits old-style _
architecture, is popular

with visitors
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DRAGONAIR HOLIDAYS 3 DAYS/2 NIGHTS CHONGQING SUMMER PACKAGES FROM HK$2,670

AREM SH2REBEAIRBERM2,670 T

CHOICE OF HOTELS:

¢ Sofitel Forebase Chongging

® DoubleTree by Hilton Chongging North
¢ InterContinental Chongging

PACKAGE PRICE INCLUDES:

® Round-trip Economy Class flight
between Hong Kong and Chongging

® Accommodation for two consecutive
nights at chosen hotel

e Daily breakfast

® 500 Asia Miles

® Travel insurance

DEPARTURE PERIOD:
Now to 31 August, 2012

Please visit www.cxholidays.com
for booking

Cathay Holidays Limited and Asia Miles
terms and conditions apply.
Licence No.: 352024
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IT manufacturing has been drawn to
the region as a result of generous
incentives and an eager workforce
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Chongging will build a range of bases covering equip-
ment manufacturing, civil aviation, IT, pharmaceuticals
and traditional Chinese medicine.

“Chengdu and Chongging each has a particular focus
with regard to industrial development, which generally
means they are mutually complementary,” says Lily Liu, Intel
China’s Public Relations Manager. “This is conducive to the
formation of a relatively complete industrial chain within
the CCEZ, and the zone’s overall competitiveness.”

Drawn to the massive consumer base, rich talent supply,
generous government incentives and rapidly developing
infrastructure, a growing number of electronics companies
are heading to Chengdu and Chongqing.

In Chongging the IT manufacturing industry is already
flexing its new-found muscles. Production of notebook
computers in the city jumped from nil in 2009 to 7.29
million units in the first half of last year, thanks to a
wave of investment by the likes of Hewlett-Packard,
Foxconn, Inventec, Quanta Computer and Acer. Chong-
ging is aiming to become the world’s largest producer
of notebook computers by 2015, with an annual output
of 100 million units.

Intel was one of the first multinational corporations to
set up manufacturing operations in Chengdu. With a total
investment of US$600 million, the company’s Chengdu
site has become one of its largest circuit-board assembly
and test facilities. Intel ships out packaged chips by air,
mostly via Hong Kong. Cathay Pacific Cargo has recently
started freighter flights to both Chengdu and Chongqing
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to handle the increased volume of IT products that have
resulted from Go West initiatives.

“Intel chose to invest in Chengdu because of its strategic
location, outstanding education system and other advan-
tages, such as market potential and living conditions,”
says Liu. “Sichuan is now heavily focused on develop-
ing its transport and logistical support network, which
benefits us because it expands our market radius.”

Despite the general air of optimism, Go West 2.0 still
faces significant challenges. “In Eastern China hundreds
of local governments have created myriad incentives
for investment,” says Hans Hendrischke, Professor of
Chinese Political Economy at the University of Sydney.
“In Western China the challenge is to encourage similar
local initiatives. Regional authorities need to loosen
control over investment, not concentrate it.”

Firms based in Chengdu and Chongging must be able to
reach their markets more easily. “Part of Western China’s
problem is obviously the terrain,” says consultant Chris
Devonshire-Ellis. “Rail access is still not as penetrative
as it should be. State-owned monopolies still prevail in
this region, which means a lack of competition and poor
service, both in rail and water transport.”

Still, with GDP growth in Chengdu and Chongqing
already ahead of the curve, Go West 2.0 is undoubtedly
going to witness continued major development in these
two cities. The tale of how the West was won is still a
work in progress, but when complete, it promises to be
a hefty tome.

Photos. Workers; cars: Imaginechina. City at night: Ed Freeman - The Image Bank/Getty Images.

Chengdu is one of the
world's fastest-growing
cities, and becoming
one of China's top
consumer markets
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Dragonair flies twice
a day to Chengdu
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Chengdu can expect to
see'major development
over the next decade
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DRAGONAIR HOLIDAYS 3 DAYS/2 NIGHTS CHENGDU SUMMER PACKAGES FROM HK$2,760

BRERM SH2MAHMEAIREERM2,760E T

CHOICE OF HOTELS:

¢ Holiday Inn Chengdu Oriental Plaza
¢ Sofitel Wanda Chengdu

e Shangri-La Hotel Chengdu

PACKAGE PRICE INCLUDES:

® Round-trip Economy Class flight
between Hong Kong and Chengdu

® Accommodation for two consecutive
nights at chosen hotel

® 500 Asia Miles

¢ Travel insurance

DEPARTURE PERIOD:
Now to 31 August, 2012

Please visit www.cxholidays.com
for booking

Cathay Holidays Limited and Asia Miles
terms and conditions apply.
Licence No.: 352024
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