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Yangtze Delta Blues

Yangzhou and the Yangtze
Yangzhou is a typical city in the region River Delta

surrounding Shanghai commonly referred

to as the Yangtze River Delta (YRD).

Much of China’s economic growth in
recent years has been focused on
Shanghai, making it an economic
powerhouse. The downside of Shanghai’s
explosive growth has been rising business
costs in the city: real estate prices alone
have risen as much as 50% per year in

recent years. While the vibrant market Haggzhou
and superior infrastructure of the -
Shanghai area continue to attract Zhejiang
businesses from across the world, many

have opted to locate in or re-locate to the ‘

once-sleepy cities of neighboring Jiangsu

and Zhejiang provinces. Already, costs in

nearby second-tier cities such as Suzhou
and Hangzhou are rising, creating a third
wave of growth in other cities. Yangzhou
is typical of these smaller cities (if you can call a population of 1.5 million small) that are beginning to
benefit from this boom. Rapid improvements in transportation and logistics infrastructure, combined with
low costs relative to larger cities such as Shanghai, Suzhou and Hangzhou, mean that cities like Yangzhou
are likely to absorb much of the future growth in this region. This is of critical importance to U.S.
exporters, as this growth is building the critical mass needed by retailers and distributors to develop truly
regional distribution systems. These will in turn enable retailers to import products in larger quantities at
lower prices, reducing the cost and making them more accessible to domestic consumers. ATO/Shanghai
recently visited Yangzhou as part of its annual strategic planning exercise.

Long History, Bright Future

Yangzhou is one of the oldest and most storied cities in the delta region. In fact, the name of Yangtze,
used by westerners for the river the Chinese call the Changjiang, was originally derived from the name of
the city. Located on the north bank of the river a couple hundred kilometers inland from Shanghai,
Yangzhou marks the point where the Grand Canal, which starts in Beijing and ends in Hangzhou, enters
the Yangtze. This position gave Yangzhou a commanding position as a trading city, and it dominated trade
in salt and other commodities throughout China. At
one point, taxes on Yangzhou's salt trade alone
contributed some 1/3 of Imperial China’s tax
revenue. Later eclipsed by the newly founded city
of Shanghai and older rivals Hangzhou and Suzhou,
Yangzhou has remained famous throughout China
for its formal gardens, Imperial-era mansions and a
signature-style of dwarfed plants (called penjing, to
distinguish them from the Japanese bonsai).
Although still large, the city has languished until
recently.

The Third Wave

Yangzhou is roaring back to life, along with a long Yangzhou is known throughout China for its
list of cities throughout the area. The population is formal gardens and distinctive penjing trees.
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1.5 million, with economic growth hitting 15% in 2004, for a total GDP of $9.5 billion. Major
infrastructure projects are underway that will plug the city directly into the Shanghai transportation grid.
Among them is a massive international airport that will serve cities throughout northern Jiangsu province,
including Nanjing, but which will be closest to Yangzhou. A rail spur connecting the city to the grid that
includes Shanghai and Nanjing was recently completed, and a direct line to Shanghai is under
construction. A bridge across the Yangtze directly opposite Yangzhou is under construction that will reduce
road time to Shanghai from over 4 hours to less than 2 ¥z hours, scheduled to open in early 2006.

Foreign direct investment is currently at $800 million, having roughly doubled every year for the past three
years. Per capita disposable income, however, lags behind nearby cities at $1,191 per year, explaining
some of the interest that manufacturers have shown in this city. According to city officials, Yangzhou
imported a total of $1.07 billion worth of goods while exporting $1.35 billion.

The city’s main interest for U.S. Yangzhou At a Glance

food exporters is in food Population 1.5 million (the city of Yangzhou)
processing. Substantial 4 million (Yangzhou county)
investment from Hong Kong, GDP $9.5 billion

Taiwan and Singapore have GDP growth rate 15%

brought several major brands of GDP/Capita $1,191

processed food to Yangzhou. Major Industries Electrical machinery, food processing,

Food processors in Yangzhou
include manufacturers of canned
rice porridge (very popular as a

snack_food throughout Chl_na, it Major Food Retailers Lianhua (Shanghai), Kedi (Shanghai), RT
often includes nuts and dried Mart (Taiwan), Parkson (Hong Kong).
fruit); cookies, crackers and bread; Lotus (Thailand) and Wal-Mart (U.S.)
and meat. This is likely to expand, stores are under development.

as the city is investing in an

industrial park aimed specifically at food processing. The city’s lack of heavy industry is proving to be a
boon to its ambitions as a food manufacturer, as it is regarded as having a cleaner and less polluted
environment than nearby competitors. The city’s longstanding reputation as a garden city certainly has
not hurt it in this respect.

textiles
Key Agricultural Rice, rapeseed, aquaculture
Products

As an HRI or retail market, Yangzhou still lags. Although it has the tourism potential of Suzhou (a major
regional destination), poor transportation has limited its appeal. Tourism traffic is substantial, but consists
mainly of local traffic at relatively low spending levels. This is likely to change soon with the current and
future improvements in infrastructure, but for now the city has only a handful of higher-end hotels and
almost no top-notch facilities. Retail presents a slightly better picture. Although Carrefour has overlooked
this market, Wal-Mart and Thailand-based Lotus are currently negotiating contracts for hypermarkets, and
Taiwan-based RT Mart is already present. Also present is Shanghai-based heavyweight Lianhua and Hong
Kong-based Parkson. Yangzhou is ahead of the curve in convenience stores, with a substantial presence
from one of China’s top CS retailers, Shanghai-based Kedi. Site visits confirm that Kedi stores in Yangzhou
stock a similar range of frozen and heat-and-eat products as in Shanghai. (Among the items stocked were
heat-and-eat single slices of pizza, traditional box lunches, ice coffee and U.S. almonds and pistachios).
However, as a market for U.S. food products at the retail level, Yangzhou's greatest attraction is likely to be
as part of a nascent regional distribution system.

The Importance of Being Exurban

Lack of integration in China’s distribution infrastructure has long been the bane of food exporters
interested in China. Even well-organized international retailers such as Carrefour and Metro often source
imports from local agents on a peicemeal basis. This has increased costs and reduced quality as imports
change hands frequently. The growth of cities such as Yangzhou may change this pattern however, at
least for the delta region. The growing number of stores and improvements in transportation
infrastructure are finally making true regional sourcing and distribution viable. Wal-Mart’s entry into the
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region in particular is likely to boost the prospects for imports: the massive retailer has waited until now
to move into the region, and appears to be undertaking a massive building program. From Shanghai to
Yangzhou, many cities throughout the delta will see the construction of a Wal-Mart sometime in the next
year. Wal-Mart has already constructed a distribution center in Shanghai, perhaps an indicator of their

intention to build an integrated distribution system.

Yangzhou: Best Product Prospects

Product

Market Segment

Notes

Dried fruit and nuts

retail and
manufacturing

U.S. dried fruit and nuts are already common items in
Shanghai’s retail sector and already appear in Yangzhou.
Growth in food processing will offer many additional
opportunities: while bakers are an obvious target, it
should be noted that the canned zhou being
manufactured there traditionally includes peanuts and
dried fruit.

Fresh fruit

retail

As Yangzhou gets plugged into Shanghai’s distribution
network, fresh fruit will be easier to source. Table grapes,
pears and cherries are apt to prove especially popular,
and one of Shanghai’s top fruit importers is a Yangzhou
native.

Beef short plate

HRI and retail

A common item in hot pot, which is served both in
restaurants and at home, once the market is re-opened to
US beef, this will be very popular.

Seafood

HRI

Seafood is always popular and in short supply in China.

Potato products

HRI and manufacturing

Frozen french fries are readily available, and food
manufacturers can benefit from using more potato
ingredients in their products.

Frozen vegetables

retail and HRI

Commonly available throughout East China, U.S. frozen
corn and mixed vegetables are very popular, particularly
in the dish songziyumi, corn stir fried with pine nuts.

Dairy (ingredients)

manufacturing

As Yangzhou's food manufacturing sector grows, demand
for dairy ingredients is also likely to grow.

Soy flour

manufacturing

ASA has seen great success in promoting soy flour as a
means of improving product quality and profitability for
bakers. Bakers and snack food manufacturers in
Yangzhou can also benefit.

Contact Information

ATO/Shanghai is continually working on new activities throughout the Yangtze River Delta and throughout
Central China. For more information, please contact us directly.

U.S. Agricultural Trade Office, Shanghai
Shanghai Center, Suite 331

1376 Nanjing West Road

Shanghai 200040, China

Phone: (86-21) 6279-8622

Fax: (86-21) 6279-8336

E-mail: atoshanghai@usda.gov
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