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Sales Force

Just off a busy Shanghai street, under an
archway and down an aley, liesone of Chinas
great hopes for its retail industry—in a small,
nondescript building entered by way of a
freight elevator . Behind this unassuming ex-
terior is the headquarters of Lianhua Super-
market Co ., the country's largest chain-store
operation, with 400 outlets and 4. 2 billion
renminbi( 500 million) in sales last year .

Despite its size, Lianhua remains little
known outside Shanghai . But that may be a-
bout to change: Having started life as a pet
project of municipal officials, the chain is
now a favourite of the national government .
Developing domestic chains has become a po-
litical priority as China seeks to modernize re-
tailing and boost consumer spending—a step
vital to preventing economic growth from slid-
ing below this year's target of about 7% .

“ Since chain stores are a good way to
stimulate consumption, especially of daily ne-
cessities, they can help pull the overall market

out of the doldrums ," says Li Fel, a market-
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stores . Chains get consumers to spend by of-
fering a greater range of products and placing
their stores in convenient locations. At the
same time, they help to streamline distribu-
tion by reducing the number of accounts sup-
pliers have to deal with

As chain stores grow in number and in-
fluence, they're aso expected to change the
behaviour of manufacturers . Unlike tradition-
a retailers that stock whatever factories send
them, chains focus on building market share
to create economies of scae’ .And that means
they tend to be more interested in stocking
products of consistent quality that can be re-
lied on to bring customers back for more .

“ This kind of retail encourages manufac-
turers to produce what they can sell, as op-
posed to selling what they can produce, " says
Guo Geping, secretary-genera of the year-old
China Chain Store and Franchise Association,
an offshoot” of the Ministry of Interna
Trade ! As aresult, it will push the market
economy forward ."

Indeed, to hear Guo and Li talk, chain
stores are the answer to many of the problems
plaguing” Chinese retailing: inefficient distri-
bution, inadequate infrastructure® and a lack
of both coordination and technology . Pushing
that development forward, however, is a ddi-
cate balancing act . Foreign retailers are clam-
ouring” to
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enter the market and are being encouraged by
the government to share their much-needed
know-how with Chinese chans, whether
through joint ventures or state-sponsored sem-
inars . Yet China is also reluctant to leve the
playing field just yet—Beijing wants to give
local chains time to become domestic pow er-
houses® before throwing the shop doors open
to foreign giants.

Still, even state-owned firms such as Li-
anhua face an uphill® battle, despite the pref-
erential treatment they get from the authori-
ties . Not only must Lianhua struggle to cope
with slower retall sales and increased competi-
tion but also it needs to prove it can do busi-
ness beyond its stronghold® in eastern China .
No domestic chain has yet succeeded on a na-
tional scale.

Chain stores benefit from having a com-
mon management, corporate image and distri-
bution centre . Thisis generally true whatever
the ownership structure: Parent companies
may directly own their stores or operate more
indirectly—for example, through the use of
franchising® agreements . Whether they're su-
permarkets or shoe shops, hotels or restau-
rants, chains are usually highly coordinated
and responsive to consumer trends . T hey also
make extensive use of technology, such as
computerized cash-register systems that can
track chain-wide sales of individua products .
In other words, chain stores are the antithe-
sis' of the traditional Chinese retailer, stuffed
with? products that crawled to the shelves
through inefficient distribution networks .

Most chains also have a greater respect
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and knows that modern retailing is a way to
improveit

In Shanghai, Lianhua was the answer:
The company was established in 1991 by the
Shanghai Commercial Commission, an arm of
the municipa government . When it opened its
first store, supermarkets were an alien® con-
cept in Shanghai . Now, the city is a hotbed of
retail activity as local and foreign players vie’
for the right to sell shoppers their daily bread .
Among the new joint-venture entrants’ are
globa giants such as the Netherlands' Royad
Ahold, Germany's Metro and Lianhua partner
Carrefour . For Lianhua managers, the resul-
ting changes came with a steep” learning
curve® When | was a student, | had never
heard of marketing," says Liang Wei, Lian-
huas deputy general manager  We're trying
to learn in practice .

Lianhua has been growing at a frantic
pace: Prodded and protected by gover nment
officials, it has expanded to its current 400
outlets from just 41 in 1995 . Rival state-
owned supermar ket chains Hualian and Nong-
gongshang have also been growing rapidly as
part of a concerted’ effort by the Shanghai
government to develop modern retal opera-
tions. Several cities dangle’ incentives to
lure* supermarket chains, but Shanghai has
been the most aggressive . Its chains have ben-
efited from low-interest bank loans, tax re-
ductions and discounted rents, says Guo Yi, a
professor of business administration at East-
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officials say their stores even get priority when
fresh fruits and vegetables are scarce .

Lianhua is nevertheless aiming to stand
on its own two feet . It fights with archrival’
Hualian for store locations and customers; it
has equipped itself with modern point-of-sales
and other information systems and last year it
became the first supermarket chain in Shang-
hai to pay suppliers in advance in exchange for
di scounts .

The present Lianhua Supermarket Co .
was formed in 1997 with 80 million renminbi
in capital to help fund expansion® . Most of
the money came from stateowned enterprises
in Shanghai, but Japan's Mitsubishi also took
a 15% stake® in the new entity® . Lianhua
says it made a profit of 28 million renminbi in
1997 and 35 million renminbi last year .

Lianhuas challenge, says Gu at Pricewa-
terhouse Coopers, is whether it can succeed
beyond Shanghai“ without government sup-
port and without the favourable conditions" it
has been used to. So far, the company has
ventured® only so far as neighbouring Anhui,
Jiangsu and Zhgiang provinces . Our fina
am isto make Lianhua available all over Chi-
na," says Deputy General Manager Liang .

The biggest obstacle to growth, Liang
says, isnt loca governments that want to pro-
tect their own retailers but the dearth® of top-
quality managers able to run a large, growing
operation © It's not just a matter of putting in
a
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sales order," says Edward Tse, managing di-
rector of the Greater China practice at consult-
ing firm BoozAllen Hamilton . Lianhua, he
says, needs staff who know how to manage
single categories of products across the chain
and how to combine in-store promotions with
the larger marketing campaigns of suppliers .
Those kinds of things require fairly high-lev-
el strategic thinking . They will need more
people who can manage these kinds of catego-
ries
Lianhua has employed visiting experts
and academics to train its managers .|t has al-
so benefited from the expertise of its French
partner, with which it owns four Carrefour
“  hypermarkets’® "—10, 000-square-metre
stores that carry everything from frozen rice | @ furniture:
balls to lawn furniture® . In comparison, the
average size of a Lianhua outlet is 1, 000
square metres . We participated in the joint
venture not only to achieve more market
share, but to learn from their advanced know-
how in purchasing, price strategies, location
and layout” ," says Liang .

The joint venture is one of several that
Carrefour has established in various Chinese
cities . Still, retalling in China remains tightly
controlled: Foreign companies must have alo-
cal partner and central-government approval to
set up shop . Firms eager to expand in Chinas
vast consumer market—and that includes
many big foreign chains—are often prepared
to prove their goodwill in advance of any even-
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“ In order for Chinese regiona chains to
expand to national ones, they first need in- | 2 pursuit:
vestment, and second, experience," says | 8 backing:
Tony Chan, director of public affairs for Tri- | 4allout:
con China ! Some have the money but they
don't have the know-how " Lianhua, with its
aggressive pursuit® of management skills and
strong government backing® , may be the first
to make it nationwide .

But beforeit launches an all-out® assault,
it's planning to leave its nondescript’ alley-
way*® in favour of a new, modern headquarters .

“ Were going to be moving soon," says a com-
pany spokesman ¥ We need a building that's
better for our computers ."

B8 nondescript:
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[ Selected fram Far Eastern Econamic Review,
April 1,1999, written by Joanna Slater and
Yan Zhihua]




A Safer Place for Women

For the past year, it's been a struggle to
figure out why feminists defended the presi-
dent in the matter of Monica Lewinsky . After
puzzling for afew months, | figured | had no
choice but to buy into the conventional wis-
dom: that Bill Clinton shared their agenda
T hat he was too valuable an asset to ditch
That Hillary Rodham Clinton called the
shots . Forget lechery . Forget treachery
After all, this was the president who suppor-
ted the Family and Medical Leave Act .

But | was wrong . After watching Eliza-
beth Dole resign from the top post at the Red
Cross to declare her candidacy (sart of) for
the presidency, it came to me. They knew it
all along! How could | have been so dumb ?
There wasa master plan | could not see: Bill
Clinton has made the world safe for women .
Candidates , that is.

Just think: Before Clinton, there was the
fear that a woman in the Oval Office would
be defined by her inadequacies . Wouldn't a
woman dither , unable to make the tough de-
cisions ? Could she develop the laserlike focus
needed in a complex job ? How would she ex-
ert control over the military and stand firm
while ordering soldiers into combat ? Then a
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Bill Clinton has been our first female presi-
dent—actually, the first out-of-whack carica-
ture of the disastrous female some feared . Except
hés definitely a guy .

Stability . Maybe those feminist groups
knew al along that the president's foibles
would come in handy . How better to enhance
the mood for change ?After al, voters dways
fight the last war: Richard Nixon begat Jm-
my Carter, a spiritual peanut farmer . Just
whom will Bill Clinton bequeath® to us in the
wake of his tawdry scandal ? Hulk Hogan ?
Why not Elizabeth Dole as Clara Barton—a
seemingly accessible, dependable humanitari-
an® ? Voters think women have a different li-
bido® .* says Democratic pollster Celinda Lake .

“ They figure they're not going to have six-mi-
nute one-night stands .” Funny how one year
can change things: Once women were seen as
the flighty gender; now we ooze stability .

Hats off to the president for paving over
those dua speed bumps for women—the
toughness and resolve factors . The story of
Hillary Rodham Clinton saysit all: Her popu-
larity plummeted® during her hard-as-nails per-
formance throug
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hout heath care reform . But aong comes
Monica, and Hillary's strength—her tough-
ness—is suddenly an attribute to be admired .
Now even Al Sharpton, New York's one-man
political sideshow, lauds® the first lady for
her courage"” and says she could win the
Democratic Senate primary in New Y ork . She
s back, and so are strong women .

A word here for wives, particularly of the
political variety: They're in , too. Hillary
Clinton once told us she wasn't Tammy
Wynette just standing by her man, and we
didn't like her . Then she became Tammy
Wynette, and we respected her for it—and
took it as a sign of some strong internal fi-
ber® . And as far as discipline is concerned,
who has more of it upstairs at the White
House? There's now a sense among voters
that political wives may be better politicians
than their husbands,"” says former Christian
Coalition head Ralph Reed, now a Republican
political consultant . Besides, if they've put up
with these apha’ males, they may as well
start getting some credit for it .

And what about the agenda?Bill Clinton
has been a feminine trailblazer® on that, too .
He talks about the issues that women care a
bout—education, health care, retirement se-
curity . Better yet, he has persuaded men to
care about them . So, according to pollster
Lake, surveys show that men and women now
share the same top priorities' —for the first
time in 18 years. The president, of course,
has been empathizing for years over these mat-
te%g, transforming a characteristicaly femi-
nine trait into a political art form . Now the
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Thinkers vs . Tinkerers,
and Other Debates

vwww time cond asia

Welcome to the fourth of our TIME 100
special issues profiling the 100 most influential
people of the century . We began a year ago by
picking 20 leaders and revolutionaries, fol-
lowed by artists and entertainers , then busi-
ness titans . Now comes our convocation of
the greatest minds: this century's 20 most in-
fluential scientists, thinkers and inventors .

Among the most interesting debates we
had, especially with our outside experts, were
those concerning the relative influence of think
ers vs . tinkerers—those who work mainly in-
side their own mind vs . these who turn their
mind to practical things .1n some centuries the
tinkerers are more influential . The 15th, for
example, was important for Gutenberg build-
ing his printing press and Columbus setting
sail; the 19th for Fulton and his steamboat |,
Morse and his code, Bell and his telephone,
Edison and his light bulb .But in other cen-
turies the pure thinkers were more infl uential .
The 17th, for example, boasted Newton, Gal-
iIleo, Descartes and L ocke .

Our century had its share of great think-
ers . Einstein, most notably, was the greatest
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he o-
verthrew . Einstein's ideas led to making the
20th a century of physics, one marked by ma-
nipulations of subatomic particles in ways
that produced everything from atom bombs to
silicon chips .

The other great theoretical break-
through of this century was the discovery by
James Watson and Francis Crick of the self-
replicating structure of DNA . Their thinking
may make the 21st century a century of bio-
technology, one marked by the manipulation
of DNA in ways that produce everything from
customized drugs to human clones’

But our century will also be remembered
for its brilliant tinkerers . The ability to tran-
scend’ gravity, brought about by folks from
the Wright brothers to Robert Goddard, af-
fected the way we live as much as Einstein's a-
bility to figure out what gravity actualy is.
Philo Farnsworth's ability to turn electrons in-
to television images was likewise as influential
as figuring out what electrons actually are . In-
deed, our century may be noted most for those
who went out to their garages® ( metaphorical-
ly* , at least) and helped bring us televisions
and transistors, plastics and penicillin, com-
puters and the World Wide Web .

Often it was hard to pick one person to
credit for® a particular advance. Some cases
involved famous rivalries® , such as Farn-
sworth vs . Vladimir Zworykin over inventing
television, or Jonas Salk vs . Albert Sabin over
deilzelopmg
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polio vaccine . Other cases, such as the creation of the atom
bomb or the computer, involved a series of contributions. Al-
though there is a danger in personalizing history, thereis aso an
advantage . By choosing the people we feel were most responsible
for key breakthroughs, and then exploring their relations and ri-
valries, we hope to convey the human excitement that makes real
the progress of science . We created two fold-out charts—a time
line of the century's discoveries and a depiction of how computing
and communications converged” —as a reminder that great think-
ing is part of a continuous group endeavor® .

Telling the story of science and invention through people has
always been part of Time's mandate® . In 1923, our first year,
we did a cover story on Frederick Banning, who helped isolate
insulin® , and the following year we offered covers on Sigmund
Freud and Leo Baekeland, who both made it onto our list this
week . Science and technology have been particular interests of
mine: thisis the 40th cover related to these fields that weve done
since | became managing editor 40 months ago .

The TIME 100 series has become atrue multimedia project .
A CBS News prime-time specia will air this week in the U .S .A
panel® with some of our experts was moderated® by Charlie Rose
for his public television show, which airs Monday, March 22 .
We have a place on our website ( www .time. corl asia) where
you can express your own opinions . A book series is available,
and we are hoping to produce a coffee-table volume by year's end .
And Madame T ussaud's wax museum in London has just mount-
ed” an exhibition of our selections .

Our next TIME 100 issue, looking at the heroes and icons"
who shaped our century, comes out in June. And weéll produce a
pantheon of great Asians in August . Then well begin the daun-
ting® task of picking a Person of the Century .Comparing the im-
pact of scientists with that of artists, leaders and heroes will be
difficult . Even with the luxury® of historic hindsight, it's hard to
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