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Peter Finch

In control
of a crisis

International interest in the Chinese glass industry remains
high. Although a production surplus crisis in the flat

glass sector has been acknowledged by the authorities in
Beijing, there has been no alarmism. Huge potential remains

and the industry’s controlling bodies have wasted
no time intervening in the problem areas.

The problems
The current difficulties facing

China’s flat glass industry are
well-known. The profit levels reached by the
flat glass sector in the mid-Nineties (1994:
around RMB 3.8
billion in profits) have
since waned (1997:
losses totalling RMB 2
bil-lion), as has the ex-
works price of flat
glass (over RMB 38
per square metre of 5
mm glass in 1994,
RMB 26.8 for the same
glass in 1997).

And while the boom
in the construction of
float glass plants
helped push annual
capacity quickly up to

9.49 million tons by the end of 1997,
demand rose more slowly to 8 million tons.
It was estimated, in fact, that the capacity
target for the year 2000 had already been
reached by 1996.

In 1995, 12 float glass lines became
operational, resulting
in a production in-
crease of 26 million
cases. Ten lines started
ope-ration in 1996 and
1997, turning out 23
million and 20 million
cases respectively, and
six or seven production
lines are expected to be
completed this year,
with a combined pro-
duction capacity of
around 15 million cas-
es. Demand was left
behind. But the supply-
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China
Steady improvement in product quality

The China State Bureau of Quality and Technical
Supervision recently released the results of an official
product quality inspection. The report shows that
China’s large and medium-sized enterprises are
continuing to perform well, at a 21% higher rate than
smaller factories. Large manufacturers have, indeed,
shown steady improvement in product quality control
in recent years. They were given a quality rating of
93.3%, which is 4.6% above the previous quarterly
sample product quality inspection. On the other hand,
quite a few state-owned enterprises were formerly
crippled by poor product quality, with much of their
produce ending up in storehouses.

Medium-sized enterprises achieved an average
rating of 91.9%, their best since 1995. However,
products made by small factories only registered a
70.2% rating, 6.3% below the national average. The
quality inspection of the first quarter, in fact, covered
1,252 products from 1,050 enterprises, 71.4% of which
were small factories. Bureau sources say that this large

proportion of small manufacturers included in the
official inspection explains why the national average
product quality rate was only 76.5%.

The bureau is responsible for administering China’s
standardization, metrology and quality control work.
For over a decade it has conducted special and regular
quality inspections on a quarterly basis, to enhance the
quality of domestically manufactured products,
construction projects and services.

Zhu Mingxian, the bureau’s deputy director, is not
particularly optimistic about the general product
quality situation, even though steady progress in
quality has been achieved by large and medium-sized
enterprises. He put the blame on small factories,
especially collectively owned and private works.

According to Mr. Zhu,  many of these small
businesses are operating with out-of-date technology
and equipment, a poor sense of product quality and
substandard market performance, and some of them
have even produced and sold fake products.

demand issue was not the only problem:
the structure of the industry also required
intervention.

Float production accounted for around
65 per cent of total flat glass output, with
the remaining 35 per cent coming from
often small-scale operations using
processes such as Fourcault and
Colburn. A fragmented market clearly
hinders the rationalization of production.

In fact, some 350 companies produce
raw flat glass in China, and the average
market share for each company is only
0.28 per cent. The largest flat glass
company has a market share of just 6.5
per cent. Almost all producers have been
at war with each other, trying to offer
lower ex-works prices just to cover
production costs.

Although 1997 exports of glass
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exceeded imports, indicating the ability of
domestic producers to more than satisfy
Chinese demand, the economic crisis in south-
east Asia means that there is little chance of
exports taking up the surplus output. The
solutions are principally internal ones.

The solutions
The Chinese authorities, including the

Institute of Technical Information for the
Building Materials Industry, the National Light
Industry Council, and particularly the State
Administration for Building Materials Industry
of China (SABMI), are well aware of the
situation and are taking a series of measures to

Laminated glass export boom
Over the past two years, exports of laminated glass

from China have been booming, despite a steady fall
in foreign sales of Chinese float and other flat glass.
In 1996, in fact, laminated glass exports rose
220.46% on the previous year. In 1997, there was a
further 44.55% rise, generating total export sales of
US$ 34.68 million, 17% of all building and industrial

glass exports. Laminated glass has thus now become
the second biggest selling type of glass after float.

The main areas of China exporting laminated glass
are Guangdong (47.6%), Fujian (32.5%) and
Shanghai, all in the south east of the country. The
main destinations for these exports are the United
States (39.7%), Hong Kong and Australia.

LAMINATED GLASS EXPORTS
Lam. glass type    1993              1994                          1995                         1996                  1997

tons US$ tons US$ tons US$ tons US$ US$
                 (1,000)               (1,000)                 (1,000)                  (1,000)      (1,000)

Aviation, ships,etc. 4.59 2.04 0 0 3.37 2.81 0.07 1.38   -

Automotive 2,453.19 597.9 2,693.76 728.09 2,429.05 609.14 7,216.4 1,719.47 -

Other 1,455.99 117.97 1,726.12 144.48 1,439.16 136.72 6,399.88 344.7 -

Total 3,913.77 717.9 4,419.87 872.57 3,871.58 748.67 13,616.34 2,399.2 3,467.96

Source: China State Customs Head Office
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restore a balance. These include:
• a three-year moratorium on investment in

glass production;
• the rationalization of production (closure of

Colburn process plants under a July 1997
ruling);

• the integration of smaller units into fewer
large-scale operations;

• controlling capacity increases;
• officially encouraging foreign investment

(through removal of import duties as of 1
January 1998) in specific glass and glass-
related sectors, with an emphasis on
processing rather than production tech-
nology.

The outlook
Despite the difficulties being faced by

China’s flat glass industry, glass consumption
potential remains enormous in all sectors. The
problem is not so much one of permanently
curbing productive growth as one of creating
the conditions for increased consumption (new
housing, increased car ownership, etc.) and
focusing operations accordingly. The industry
has an increasingly solid technological base and
the authorities have clearly identified the areas

Automotive industry
hoping for help

With a huge market yet to be fully exploited,
Chinese carmakers are hoping for assistance
from the government in stimulating further
growth.

A State Planning Commission official
confirmed that a possible consumption policy to
stimulate the domestic demand for motor vehicles
had been discussed but said that no final decision
had yet been taken.

The Chinese government is currently
considering restructuring the nation’s 13 major

automakers into two giant auto groups.
As regards the recent price war between

China’s carmakers, the Beijing government said
it would not interfere with pricing strategies
developed by the carmakers themselves although
it did issue guidelines for pricing policy.

Last year, the sales volume of the automotive
market reached RMB 5 billion (US$ 600 million).
Total motor vehicle demand this year is expected
to reach 1.66 million units, with that for family
saloons forecast to rise to 550,000 units.

where corrections are required. A return to
profitability seems likely by the end of the
century.
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Construction
equipment

demand heathy
According to official sources, market demand

for construction machinery and equipment in
China is forecast to reach 2.38 million sets
(2.89 million tons) in the year 2000.

Demand for construction vehicles in urban
areas is expected to reach 50,000, while
demand for new doors and windows is expected
to reach 107 million square metres.

Overall, and in terms of both volume and
value, output levels for building machinery in
the year 2000 are likely to be double those of
1995, with Chinese-made construction
machinery constituting 80% of the total. Not
only will domestic demand be met but around
15% of the construction machinery produced
will be exported.

By 2010, output and output values are
expected to double again.

Bright
prospects for
natural gas

supply
As part of a key strategy to develop

national energy resources, China plans to
double its production of natural gas
(methane) to 30 billion cubic metres by
the year 2005.

According to experts from the China
National Petroleum Corporation (CNPC),

onshore exploration is expected to reveal additional gas
reserves of 1 trillion cubic metres by the end of the
century, with total known reserves amounting to 2
trillion cubic metres.

By the year 2000, China’s natural gas production
capacity is forecast to increase by 10 billion cubic metres
to a cumulative total of over 25 billion cubic metres.

Mr. Zhou Yongkang, President of the CNPC, says he
expects a major breakthrough in known gas reserves and
production capacity in the Shaanxi-Gansu-Ningxia
region, the Tarim Basin and Sichuan province.

In the Shaanxi-Gansu-Ningxia region of northern
central China, total gas reserves of 230 billion cubic
metres have already been found. In the eastern part of
Sichuan, central China, verified reserves amount to 200
billion cubic metres, while in the Tarim River basin in
the Xinjiang Uygur autonomous region of western
China, a further 160 billion cubic metres have been
located, along with a group of new gas-bearing
structures.

A new field of 50 billion cubic metres has also been
discovered in the western central province of Qinghai.

Chinese gas exploration activity is not, however,
limited to domestic projects. In central Asia, in fact,
China has joined an international gas exploration
project, with the planned construction of a gas pipeline
running through China and the Korean peninsula to
Japan. This project could result in a gas supply of 25
billion cubic metres a year. A  similar supply should also
come from a joint venture with Russia for gas
exploration in eastern Siberia.

The PPG stand at China Glass ’98
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Saint-Gobain
Long-term commitment with

China
The Asian financial crisis is quite a problem for

investors in China, but not all of them are
pessimistic about the situation. “We do not think the
turmoil will affect our business much,” said Michel
Hue, group delegate in China for the French
multinational Saint-Gobain. “In fact,” he went on to
say, “it may even provide us with certain
opportunities.”

Saint-Gobain, one of the world’s leading
producers of glass and other engineered materials,
mainly for the building industry, opened its first
representative office in Beijing in 1985. The group’s
first joint venture was established in 1990 with
ZPER in the field of electro-fused refractory
products, but it was in 1994 that the company
decided to position China as the centre of its Asian
development strategy. Since then, development has
been rapid, and another 17 joint venture projects
have been started, including the establishment of six
wholly-owned companies. Furthermore, a holding
company was set up in 1996. According to company
statistics, sales in China totalled FFr 440 million in
1996, compared with FFr 180 million in 1995. For
1997, sales were expected to be around FFr 770
million. About 55% of sales are generated by local
production.

According to Mr. Hue, for all major investments
Saint-Gobain prefers to find a strong local partner,
although in all cases the French group is the
majority shareholder; for more limited investments,
he says that, especially where the market is very
focused, the group prefers the freedom offered by a
wholly-owned enterprise, over which it can have
total control. Today, the Flat Glass Division is the
main investor of Saint-Gobain in China, with a float
glass line which is being constructed in Jiangsu
Province, and a very modern plant for the
automotive glass industry operating in the Fujan
Province. As far as the Chinese subsidiary of the
group’s Abrasive Division - the Shanghai Norton

Abrasives Company - is concerned, there was
disappointment in the Chinese partner’s
contribution to developing the firm’s sales network.
This led to a prolonged buy-out process that
eventually gave the group complete control.

The very first phase of investment and
construction in China is almost over, since all the
company’s business divisions are now active on the
mainland or in the process of setting up operations.
The most recent arrivals have been the Containers
Division, which set up the Zhanjiang Saint-Hua
Glass Container Co. joint venture in southern China
in September 1997, and the Pipe Division, which
established a joint venture for the production of
ductile cast iron pipes in Ma’anshan.

Mr. Hue believes that the expansion of Saint-
Gobain’s China operations has, perhaps, taken
place too rapidly for comfort, with the market
situation in its current state. He says, “The
government cannot stop the state factories because
of labour problems, so in many cases there is a
situation of overproduction and oversupply.” The
result is that state factories are churning out poor-
quality products, but they can undercut the prices of
foreign competitors. There is more concern over
prices than over quality in China, although this kind
of mentality is slowly changing, says Mr. Hue.

For the moment, however, Saint-Gobain is serving
the upper end of the market, while, Mr. Hue
continues, “for the rest, we are concentrating on
exports.” 27% of the joint ventures’ sales come from
exports, which will remain extremely important to
keep plants in operation at full capacity while
waiting for the development of a more mature
domestic market.

“We are investing in China for the long term,”
says Mr. Hue. Saint-Gobain  sees enormous
potential in China for market development in the
future, and the country is an ideal base from which
to expand throughout Asia as well.
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Foreign investment welcome here
On 29 December last year, the State Council in

China approved a catalogue of industries where
foreign investment is to be encouraged. The policy
became effective on 1 January 1998 and affects
various glass and glass-related sectors. The official
catalogue of industries in which investment from
abroad is being encouraged includes:
Machine building industry
• the development and manufacturing of precision

on-line measuring instruments;
• the manufacturing of key parts for cars,

including rear-view mirrors and light units.
Electronics industry
• the production of television sets, new type

displays (colour liquid crystal displays, flat
displays, etc.);

• the production of mono-mode optic fibres;

• the development and manufacturing of large
capacity optic disks and parts.

Building and other non-ferrous materials industries
• float glass lines with melting capacities of 500

tons a day or more;
• production lines for glass fibre (direct-melt

process) and glass fibrereinforced plastics with
an annual capacity of 10,000 tons or more;

• high-grade refractory materials for glass
furnaces;

• glass processing techniques and the manufacture
of related machinery.

Pharmaceutical  and medical equipment industry
• new-type medical packaging and containers;
• tubes for medical use.
Emerging industries
• technologies for recycling.

Decrease in building
materials sales

The Chinese building materials industry is
estimated to have secured total sales of 17.11
billion yuan (US$ 2.07 billion) in the first three
months of 1998. This represents a 3% decrease
from the same period in 1997, according to a recent
report from China’s State Administration of
Building Materials Industry (SABMI). “The sales
decrease during the first quarter is due to large
stockpiles carried over from last year,” said Yang
Zhiyuan, deputy-director of SABMI. Industry
experts had predicted that accumulated stockpiles
would continue to affect the profits of domestic
manufacturing companies early this year.

The SABMI report estimated that a total of 3,804
state-owned producers suffered a loss of 820
million yuan (US$ 98.8 million) in the first quarter
of this year. Declining exports, caused by the
financial crisis in south-east Asia, made it even

more difficult for domestic building material
producers.

Throughout 1998, the building materials sector
plans to revise its export strategy by concentrating
on the export of flat glass, rather than cement. Mr.
Yang said China’s exports of flat glass have jumped
by 21.1% so far this year, compared to the same
period last year. The sector produced 37.77 million
boxes of flat glass in the first three months of this
year, up 6.1%  from the same period in 1997. “We
will choose the glass sector to achieve a
breakthrough in revitalizing loss-making state
companies within three years,” said Mr. Yang.

 SABMI statistics show that the 23 large and
medium-sized flat glass companies demonstrated
promising prospects by producing 11.56 million
boxes, with a growth of 5.84%, in February this
year, while the sales ratio reached 80.77%.
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Report from China Glass ’98
The China Glass ‘98 exhibition was held at the

Beijing Exhibition Centre, Beijing, China, from 14-17
April this year, organized by the Chinese Ceramic
Society. With a total of 378 exhibitors at the 14,700 sq.
m. venue, the fair attracted over 8,000 visitors from
China itself and over 200 from the rest of the world (see
table for details).

The 1996 edition of this two-yearly event brought 313
exhibitors to a 12,000 sq. m. site, considerable progress
from the first edition in 1986 when 39 exhibitors
occupied just 1,000 sq. m. Among this number were 30
producers of machinery for glass processing, a sign that
this sector of the glass industry is growing in China.

A considerable number of senior government and
industry officials attended the opening ceremony, where
the inaugural speech was given by Mr. Jiang Donghua,
Vice President and Secretary General of the Chinese
Ceramic Society. Among those present at the ceremony

were Mr. Yu Zhen, Vice Director of the National
Committee for Economy and Trade; Mr. Zhang Renwei,
Director of the State Administration of Building
Materials (SABMI); Mr. Chen Shineng, Director of the
State Administration of Light Industry (SALI); Mr. Huo
Dufang, President of the China National Association for
Glass Industry; Mr. Xia Chunri, President of the China
Architectural and Industrial Glass Association; and Mr.
Zhao Dedi, President of the Chinese Glass Fibre
Industrial Association.

Inauguration of China Glass ’98

Internal view of one
of the pavillions at the fair

CHINA GLASS ’98:
EXHIBITORS + VISITORS

Exhibitors

China
Mainland China, Hong Kong
and Taiwan 166

Rest of the world
Australia 3
Austria 2
Belgium 10
Canada 1
Czech Republic 2
Finland 5
France 19
Germany 53
Greece 2
India 2
Italy 36
Japan 20
Korea 4
Netherlands 1
Singapore 5
Slovakia 1
Spain 2
Switzerland 2
United Kingdom 10
United States 32
Total: Rest of the world 212
Total: China + Rest of the world 378

Visitors

China 8,130
Rest of the world 218
Total 8,348
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